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Supplemental Findings 
Competitive royalty Uil Sale 

(Prucnoe 6av ana Kuoaruk River in its)

AS 38.05.183(a) states that o il ana cas taken in-kina as the sta te 's  royalty 
share of procucticn may not be solo or otherwise disposeo of for export from 
the state u n til the Commissioner of Natural Resources aetermines that the 
royalty in-kind o il or gas is  surplus to the prasent ano projectea intrastate 
domestic and inaustrial neeas for o il ana gas. I  fine that the 90,CC0 cpa 
scheculed for competitive sale on Cecemcer 11, 1984 is  surplus to present and 
projectea intrastate aomestic ana incustrial neeas for o il.

AS 38.05.183 also requires the Commissioner to submit an annual report to tne 
state legislature "showing the immeaiate ana long-term aomestic ana incustrial 
neeas of the state for o il ano gas ana an analysis of how these neeos are to 
be met." The Department of Natural Resources, Division of Oil 4 Gas (the 
Department) complies with that requirement by preparing a accument, published 
each January, entitled Historical ano Projected Oil ana Gas Consumption (also 
calleo the Supply/Demana stuay;. Tne January 1984 Suppiy/Cemana stuay 
concluded, as i t  haa in previous years, that in-state supplies of botn o il and 
gas far exceeded the immeaiate and l'cng-term domestic and inaustrial neecs of 
the state for o il ana gas.

Due to the absence of any new information concerning the immeaiate ana 
long-term domestic and inaustrial neeos of the state for o il ana gas, the 
Department again concluded, both in the Preliminary Findings ana Cetermination 
to Negotiate Backup Royalty Oil Contractus; ano Ccnouct a Ccm.cecitive Rovaity 
Oil Saie i.July i2, 1584; ana tne Finai Pingings ano Determination to Concuct a 
Competitive Royalty Oil Sale for In-Aino Oil from tne Prucnoe Sav ano Kucaruk 
River units (.uctocer lu, 1984;, tnat tne 50,uu0 cpo or state royalty o n  to oe 
sola competitively on Cecemcer 11, 1954 is  surplus to in-state needs.
Consequently, upon the publication of the Preliminary Finding ana execution of 
contracts with backup purchasers, the state gave a six-.month notice to the 
North Slope procucers of i ts  intent to take 90,CC0 bpd of royalty o il in-kina 
(as provided by procecures in the Pruchoe Bay ana Kuparuk River Ih it  
Agreements).

The Department's conclusion was ana is based in part on the interpretation of 
AS 38.05.183 stated in each Suppiy/Cemana stuoy since 1982. In tnat year, 
the study f ir s t  gave specific definitions to  certain phrases in that 
statute. Since 1982, the f ir s t  chapter of every Supply/Demana stuay has 
contained a l i s t  of possible definitions for seme of the imprecise clauses of 
‘AS 38.05.183, such as "how these neeas are to be met". The Suppiy/Cemana* 
study definition of that phrase specifies the Department's long-stancing 

position that the sta te 's  present ana projected intrastate domestic ana 
industrial needs for o il ana gas may be met frcm a variety of sources, 
including state royalty o il. See 1984 Supply/Demana stuoy page 1.7.



The intent of the statute should not be regarced as complete state 
self-sufficiency in ' refined prooucts frcm state royalty o il. Rather, the 
Department believes the legislature was aiming at ensuring acequate overall 
o il and gas supplies for the state. The 1984 Supply/Dsmsna stuay states that, 
"Ihcer reasonable assumptions about r^coveraDle reserves ana Alasxan 
consumption, the current inventory of botfvoil ana gas is  more than sufficient 
to meet the presently identifiable needs of- Alaskans for the next 15 years." 
Presently, the Department of Pevenue's most recent crude o il price forecasts 
remain conservative due to the continued surplus in world supplies. While 
unfavorable from a revenue standpoint, that surplus w ill likely translate into 
dampeneo crude o il prices for Alaska consumers and inaustrial users. Gnly i f  
the cost of imported products were significantly above the cost of prccucts 
which coula be refined in Alaska (e.g. when o il is  not available to local 
refiners at the market price), or i f  Alaska users were suffering frcm an 
absolute shortfall in petroleum products, would the Department not consider 
the royalty o il  to be sold at the competitive sale as "surplus" to present ana 
projectea in-state needs. Neither of these was found to be the case.

The Department's view of the purpose of AS 38.05.183 stems f ir s t  frcm the 
atmosphere of absolute shortage, particularly in motor fuels, which prevaileo 
at the time the statute was written. The statute was aacptea in 1974, when 
ttje worldwide o il crisis and the imposition of feceral o il ccntract controls 
rilsea the spectre of product shortages in  Alaska despite North Slope cruae 
o il production. The Department's view stems seccno from the apparent paraaox 
of continued imports into regions such as Southeast Alaska, where the lancea 
cost of such imports from Puget Sound undercuts the cost of delivered refineo 
products to Southeast frcm Railbelt refiners. lhaer the most constraineo 
interpretation of the statute, the Department would be obligea to promote 
in-state refining with royalty o il for the sake of absolute self-sufficiency, 
even when this resulted in higher prices for Alaskans. Clearly, this was not 
the intent of the statute. Intrastate neeas for o il ana gas are presently 
being met from a variety of sources, including state royalty o il. As cnsrgea, 
the 1984 Suppiy/Cemana stuay icentifies those sources ana aiscusses how 
in-state neeas are to be met, given the total supply of hyarocarcons within 
the state. In terms of total present ana projectea aemana vs. total present 
ana projected supply, intrastate refined product needs can be met with ease by 
the unprecedented proauction of cruae o il  frcm the North Slope, which is  
available to any purchaser willing to meet the market clearing price for that 
o il. For these reasons, the Department aeteimineo in the 1984 Supply/Demand 
study that the state enjoys a surplus of hydrocarbons relative to present ana 
foreseeable demand.

Even i f  AS 38.05.183(d) were interpretea to require a ll  intrastate neecs to be 
satisfied by royalty o il before export could occur, I  would find that the 
competitive sale amounts are surplus to present and projectea intrastate 
aomestic and on incustrial neeos for two reasons. F irst, persons who have a 
demand for o il as a result of current in-state processing or supply activities 
are granted priority rights to purchase royalty o il at the competitive sale. 
Seccno, during the term of the competitive sale contracts, royalty o il w ill 
remain in-value and w ill be available for disposition in-state.



The Department has provided for satisfaction of demana for royalty o il on the 
part of in-state refiners and in-state suppliers by giving them priority 
rights to purchase o il at the competitive sale. A priority w ill be offeree :c 
biccers which have sold an average of at least 5,GOO too of refir.eo petroleum 
prccucts to distributors or consumers^wittiin the State of AlasKa curing the 
twelve-month period beginning June 1, 1583‘sna ending May 31, 1534, ano wnich 
possess the ability to process crude o il into refineo petroleum prccucts at a 
processing fa c ility  owneu by the bicoer. Priority status will enaoie the 
in-state supplier to meet the highest winning bid in each of the three 
categories of royalty o il  to be competitively sole*. That right extends to the 
nunber of lo ts remaining in each category after the fir s t rcuno aware of 
lo t(s) to the hicfiest winning biocer(s) in  each category ana priority biccers 
who have been posted as apparent hich bidders. Consequently, in the f ir s t  
round of awards, priority bicders enjoy the possibility of receiving o il at 
the lowest price posted in each category. In addition, in-state suppliers are 
reasonably assured of receiving the aesireo volume of o il in the second rcuno 
of awards, provided they are willing to meet the competitively establisheo 
price. 11 AAC 03.250(5) states that:

"present or projected intrastate domestic ano incustrial
neeos" means in-state domestic ano industrial demand at a 
competitive market price for the royalty o il, gas, or gas 
liquids. "Competitive market price" includes, but is  not
limited to, a price established by competitive bic.

Thus, in-state refiners ano suppliers w ill have the f ir s t  right to royalty 
crude at a competitive market price so that their supply is  assurec.

At the present time the state leaves approximately 104,735 tpa of royalty o il 
in-value with the torch Slcpe lessees. The lessees export this o il frcm
Alaska and tencer the reported netback sale prcceeos to the state. Curing the
fir s t  six mcnths of the term of the competitive sale contracts, April 1535 to 
Septemuer 1935, approximately 26,013 bpa of royalty o il w ill remain in-value. 
Curing the following six mcnths of the term, October 1985 to March 1986, 
approximately 41,013 tpa of royalty o il w ill remain in-value. These amounts 
w ill remain available for disposition in-state i f  the Department finds the
disposition(s) to be in the State's best interest. ( I f  a contract currently 
being negotiated with Golcen Valley Electric Association is  approveo, future 
amounts available for disposition woulo be recucea by 5,000 tpa.)

Several parties have recently expressed an interest in purchasing royalty o il 
from the State. Our conclusion that the competitive sale amounts are surplus 
to present and projected needs was drawn with the knowledge that a ll in-state 
refiners do not have 100& of their projectea capacity supplied by state
royalty o il. For example, as mentioned in the Preliminary Finoino. the 
Department has conducted negotiations for the sale of royalty o il to MAPCO 
Inc. to fuel a proposed refinery expansion.- The successful outcome of those 
negotiations is  not, however, regarced by the Cepartment as prerequisite to 
the possible export of the state 's royalty o il in the planneo competitive 
sale. F irst, MPPCO representatives incicated to the Cepartment that the 
proposed refinery expansion may not be built, throwing the question of MAFCO's 
projected neeas into Gcubt. Seccna, i f  MAPCO had a projecteo aemana for
royalty o il at a competitive price, i t  could have availea its e lf of i ts
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opportunity to purchase o il at the competitive sale, as a priority biccer.
• Since i t  is  a current in-state r. finer, MAPCO wouio have ceen entitleo to =11
the priority ricr.ts ciscusssd above. Thirc, by virtue of i ts  proximity tc tne 
Trans Alaska Pipeline (TAPS), MAPCO has unique opportunities to surely i ts  
refinery with Norm Siope o il. MAPCO -currently receives 35,CCD coo of royalty 
o il directly frenr tne State. MPPCO also receives 5,COO ccc of royalty o il 
through its  agreement with another stats royalty o il purchaser - the Golcen 
Valley Electric Association. In acoition, about 60* of the o il run through 
the MPPCO refinery is, with a minor quality penalty, reinjecteo into TAPS to 
re-emerge as whole o il at Valcez. That o il,  whiih is  the prcoerty of MPPCO, 
may be exchanged for mors o il frcm the North Slope ana again witncrawn frcm 
TAPS at Fairbanks. Che of the several aavantages that MAPCO enjoys with i ts  
state royalty o il contract, relative to other in-state refiners, is  this 
absence of any state :ontrol over the return o il. MAPCO cculo also purchase 
o il directly from the North Slcpa lessees to satisfy any cemana not met 
through the purchase ana exchange of royalty o il. Finally, MPPCO's location 
on TAPS allows i t  to enter into "in-transit stop" arrangements in which MPPCO 
"borrows" o il  frcm other TAPS shippers.- The borrcwea o il is  prccessea in 
MAPCO's refinery with the fu ll  amount returned to the original shipper at
Valdez through a ccmDinaticn of return o il ana quality bank payments. This
in-transit step arrangement remains feasible so long as MAPCO's current
contract which does not expire u n til-2003, remains in effect. The Cepartment 
believes that any failure by MAPCO to secure o il throucn these possible 
sources of supply indicates that MAPCO's oemano may exist only so icng as i t  
believes the State is  willing to suppiy i t  with o il at a price beicw 
competitive prices. As exDlarnec above, 11 AAC 03.250(5) provides that
projectea neecs means in-state cemana at a competitive price.

Since the Cepartment mace its  most recent fir.amg cf amcie in-state
hycrccarbcn supplies, puolisn.ee in the Final Fincing of Cctcosr 10, 19SA, 
several Alaskan parties in acciticn to M̂ PLO nave exprosseo interest in 
purchasing royalty o il. Chevron has requested further volumes cf royalty o il 
to meet a possible increase in "throughput" at i ts  18,CC0 tpa Nikiski
Refinery. Chevron owns ar.c exports 12,0C0 bpd of Nortn Slope prccucticn in 
acoition to the 18,COO tpa of royalty o il which i t  prccesses at fdkiski. few 
parties also propose to create acoiticnal new refineries in Alaska. Because 
these proposals were not known to the Cepartment at the time of the most 
recent determination of an in-state hycrocarocn surplus, the state has deciced 
ta reouce the one-year term of those lo ts offered in the Kuparuk River o il 

‘category (category A) to six mcnths. This w ill enable the state to have an 
additional 15,000 bpd of royalty o il available in. the fa l l  of 1985 for those 
who offer to purchase state royalty o il at terms which lead the Cepartment to 
fina that the dispositicn(s) wouia be in the s ta te 's  best interest.

As stated, the impressive quantities of o il available within the state, which 
are the highest in the naticn on a per-capita basis, oiminish the likelihcoa 
of an actual "neeo" by these groups in the sense of supply availability. 
However, given the very recent nature of tne new proposals recsivea, the 
Cepartment w ill further review their merits, as well as supply alternatives in 
acciticn to royalty o il. I t  has ceen the Division's experience that the term 
"neeo" is  perceiveo differently by prospective in-state royalty o il



purchasers. Rather, than the physical unavailability cf o il cue tc world
shortages or the unwillingness of North Slcpe prccucers to sell AhS cruce at
the market clearing price, prospective in-state royalty c ii purchasers often
view their feeostcck neeos in terms of the royalty o il price ano terms tr.ev
require for economic viability. hhiie _thps Cepartment recognizes that tr.ere
are a host of oil-relatea economic activities whicn can oe macs viaole snculc
the state choose to uncercut the market clearing price of Alaska forth SIcce
oil for specific parties, this is  not seen as the csfiniticn cf "neeo" in
AS 38.05.183, nor is  i t  clearly in the State 's best interest to co so.

»

Given the short-term nature of the prcposeo competitive sals, tne 
consideration extended to in-state refiners ana suppliers through the priority 
bidding system, the lack of aemonstrateo current neeo on thepart of other 
potential in-state purchasers, and the amounts of o il remaining in-vaiue 
available for disposition, I  find pursuant to AS 38.05.183 that the royalty 
o il to be disposed of at the competitive sale is surplus to present ana 
projectea intrastate aomestic ana incustrial neeas.

  _____
Kay .brown, Director
DiTtsicn of Oil & Gas
Cepartment of fatural Resources

/V- 7 <7 
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S t a t e  o f  A l a s k a

□ F F I C E  D F  T H E  G O V E R N O R  

• I  IT N R  A  I I

January 23, 1985

The Honorable Ben Grussendorf 
Speaker of the House 
Alask^ State Legislature 
Pouch V
Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am transmitting a bill relating to royalty 
oil. The bill would (1) dlarify and streamline procedural 
requirements for royalty oil and gas sales by expressly 
providing that the best-interest finding set out in 
AS 38.05.035 (e) does not apply to those sales? and (2) en­
able the Department of Natural Resources to establish a 
regular program of short-term competitive royalty oil sales.

It is unclear whether AS 38.05.035(e) applies to royalty oil 
and gas sales. Royalty oil and gas sales have detailed 
finding and notice requirements set out in AS 38.05.182,
38.05.183, and AS 38.06, and are expressly committed to 
commissioner actions. AS 38.05.035(e), on the other hand, 
is essentially duplicative of those other processes and 
concerns actions taken by the director of the division of 
lands. Although we believe that the provisions of 
AS 38.05.035(e) are not presently applicable to oil and gas 
sales, such confusion does cast a cloud over royalty oil 
sales (particularly those that are entered into because of 
an emergency situation). The amendment in sec. 1 of the 
bill resolves the issue.

The second change, in sec. 2 of the bill, would allow 
competitive royalty oil sales for terms of less than one 
year to be conducted without legislative approval of those 
sales. To await legislative approval under a competitive 
bid situation for contracts cf one year or less would defeat 
the entire purpose of that type of short-term competitive 
sales. Under the present statutory scheme, however, there 
is a serious question as to whether a party who gained 
royalty oil under one competitive sale could re-bid in a 
subsequent royalty oil sale if the combination of the two 
sales.would lead to that particular buyer receiving oil for 
more than a one year period. Although it has been the



consistent position of this and previous administrations 
that the requirement of legislative approval is unconstitu­
tional, administrations have always, as a matter of comity, 
respected the legislature's desire to be consulted in 
long-term or negotiated royalty oil contracts. Further, the 
presence of the statute, whether or not constitutional, 
would cast a cloud on any sale. Thus we believe that a 
clarification to allow short-term competitive royalty oil 
sales would be in the best interests of all.

Sincerely,

Bill Sheffield 
Governor



COMMITTEE REPORT 

SENATE

FURTHER: ^ INa n CE' ^

Mr. President 

The Committee on

3 / 12/85
Date

RESOURCES cons idered CSHB 1 0 3 (Fin)

prerequisites for the disposal of royalty oil and gas; efd.

and (r&. m a j-er 1 Ly o"f~Lhe c o m m u t e d )  (the committee) reports it back wi th  
the following recommendations:

[ ] 
[ 1 
[ ]

[ ]

[ 1

[ 1

do pass

do pass w it h  attached amendment(s)

CS forreplace with/or adopt 
n e w  title
same title and recommends

and attached a "LETTER OF INTENT" 

reports it back without recommendation 

recommends referral to

[ ] NEW FISCAL NOTE

Committee

MEMBERS HAVING 
OTHER RECOMMENDATIONS



COMMITTEE REPORT 

HOUSE
(11) (return to Finance 5/9/85)

FURTHER

5/9/85

Date:

FINANCE l l j HB 105
The Committee on ________  has had
"An Act relating to the international airports revenue bonds authorization; 
and p r ov iding for an effective date."

under consideration and r e c o m m e n d s :

L ] do pass [ ] do not pass

( ] do pass with attached amendments( s )
[ ] same t i t l e

[ ] replace with CS f o r ________________________________________[ j new t i t l e

and recommends

[ ] AND attaches a "L e tte r  o f In te n t"  [ ] New Fiscal Note
[ ] Zero Fiscal Note Attached 

[ ] reports i t  back w ithout recommendation

[ ] referred to t h e ________________________________________Committee

MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS:

chairman



COMMITTEE REPORT

HOUSE

( I D

6 / 1 9 / 8 5

FURTHER:
Q^t/ j

Date

The C o m m i t t e e  on F 1 N A N C E has had H B  105

"An Act relating to the international airports revenue bonds 
authorization; and providing for an effective date."

under consideration and recommends

i ] 

[ } 

[ / J

[ ] 

[ ] 

[ 1

-] same t i t l e  
.P)^] new t i t l e

do pass [ ] do not pass

do pass with attached amendments( s ) 

replace with CS fo r  V '6  10 5  ( V . . 0

and recommends ____________ O  ____________________

A N D  a t t a c h e s  a " L e t t e r  of I n t e n t "  [ X l  N e w  Fiscal Note 4 -3 5
[ ] Zero Fiscal Note Attached 

r e p o r t s  it ba c k  w i t h o u t  r e c o m m e n d a t i o n  f T *]

Commi tte ereferred to the

MEMBERS SIGNING 
DO PASS'

Adams

MEMBERS HAVING 
OTHER RECOMMENDATIONS:

Rieger

Ringsta& -

Duncan

v ■ ' Co 11 en

Szyma

Uehlifig.

PourchoL

Larson j/  f )  y/viA^V f . / , s r y Z c - 'io ^ . , .

CHflIP MAN



COMMITTEE REPORT

HOUSE

FURTHER: FINANCE

(waived from Finance, to 
L o a n s , to be returned to 
Finance) Date:

j l u s _ L £ £ -

HOUSE SPECIAL COMMITTEE ON 
STATE LOANS 

The C o m m i t t e e  on J&Bi&sNCE _____ has had HB 105

"An A c t  relating to the international airports revenue bonds 
authorization; and providing for an effective date."

under consideration and recommends:

[ 3 do pass [ ] do not pass

{ ] dc pass w i t h  a t t a c h e d  a m e n d m e n t s (s )

[ ^ O  replace with CS f o r  C i /'ift / 0 C  (JL CClv S )

and r e c o m m e n d s  _________^ c/ d^f) _______

[ ] same title
[/:] new t i t i e

A N D  a t t a c h e s  a " L e t t e r  of I n t e n t "[ 3

[ 3

[ ] r e f e r r e d  to the

M E M B E R S  S I G N I N G

[ ] New Fiscal Note

[ ] Zero Fiscal Note Attached
r e p o r t s  it back w i t h o u t  r e c o m m e n d a t i o n

____________________Coinmi ttee

M E M B E R S  H A V I N G  
O T H E R  R E C O M M E N D A T I O N S :

(Id



COMMITTEE REPORT

HOUSE

( 7 ) 

1/23/85

FURTHER^ FINANCE

Date: /<£. MnrZdH l9VS~

The Committee on TR AN SPORTATION has had HB 105

"An Act .‘elating to the international airports revenue bonds 
authorisation; and providing for an effective date."

under consideration and recommends:

W  

[ ] 

[ ]

[ ] 

[ ]

do pass [ ] do not pass

do pass w i t h  a t t a c h e d  a m e n d m e n t s (s )

r e p l a c e  w i t h  CS for ___________________________________

and r e c o m m e n d s

[ ] same t i t l e
[ ] n e w  t i t l e

A N D  a t t a c h e s  a " L e t t e r  of I n t e n t "  [ ] New Fiscal Note

.............. . . I * ]  '&G89 Fiscal Note Attached
r e p o r t s  it back w i t h o u t  r e c o m m e n d a t i o n  /_//. J  ̂ 5(9• O

C  T O

[ ] r e f e r r e d  to the __

M E M B E R S  S I G N I N G  
DO PA S S

Commi ttee

M E M B E R S  H A V I N G  
OTH

IWihhiT l) H z

ER R E C O M M E N D A T I O N S :

7 ,

SH'V {-T /  -

C H A I R M A N



Original sponsor: Rules/Governor

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL MO. 105 (Finance)

IN T HE LEGISLATURE OF T HE STATE OF AL ASKA 

FOURTEENTH LE GISLATURE - FIRST SESSION

A  BILL

For an Act entitled: MA n  Act relating to the authorization of bonds or

notes, establishing conditions under w h i c h  the bonds 

or notes for the D e Lo n g M o u nt ai n transportation 

project m a y  be issuedj and providing for an effective 

date.1'

BE IT ENACTED BY THE LEGISLATURE O F  THE STATE OF ALASKA:

* Section 1. AS 37.15.410 is amended to read:

Sec. 37.15.410. BOND AUTHORIZATION. For the purpose of p r o v i d­

ing part or all of the mo ne y to be used, \i?ith or without any grants or 

other m oney that [WHICH] m a y  become available, the Issuance, und sale 

of revenue bonds of the state in the total principal sum of not to 

exceed $8 6, 525,000 [$62,825,000] is authorized to acquire, equip,

c onstru ct ^ and install the additions, improvements, e x t e n s i o n s ^  and 

facilities authorized in AS 37.15.510. The principal of a nd interest 

on these bonds shall be paid out of and secured by the gross revenues 

derived by the state from the ownership, lease, us e^  and operation of 

the a i r p o r t s , and of all the facilities of them and out of any other 

revenues or m on ey  that IWHICH] the etate legislature m a y  provide 

exclusive of any state tax or license.

* Sec. 2. The  A l as ka  Industrial Development Au th or it y  is authorized to 

issue bonds or notes in a pr i ncipal amount n ot to exceed $175,000,000 to 

p rovide financing for the DeLong Mou nt ai n transportation project.

* Sec. 3. Before bonds or notes authorized u n de r sec. 2 of this A ct m a y  

be issued the A l a s k a  Industrial Development A ut ho r i t y  shall comply with

-1- CSHB 105(Fin)

Offered: 4/26/35
Referred: Rules
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AS 44.88.173 and shall incorporate into the final finance plan for the 

D eLong M o u n t a i n  transportation p r oj ec t  the following terras and conditions:

(1) Cominco, Ltd. is required to agree in w r i t i n g  that

(A) Cominco, Ltd. w i l l  pay for all or a por ti on  of the

operation aiid maintenance of facilities constructed as part of the 

project based on the u s e  C o m in co  A l as k a makes of the facilities c o m­

pare d  to the use ma de  b y  others;

(B) if Cominco A l a s k a  ceases to develop the Red Dog Mine 

after costs or debts have b e e n  incurred b y  the A l as k a Industrial 

Development Authority for the project, Cominco, Ltd. wi l l repay the 

authority for those costs and debts;

(C) toll fees paid b y  Comincc A l a s k a  for the u s e  of f ac i l­

ities constructed as part of the project to the A laska Industrial 

Development Authority may b ; p er io dically adjusted if the price of 

nine rises above a level that yields a re turn on investment c o m m e n­

surate w i t h  risk;

(2.) the United States government makes available land in. the 

Cape Kr usenstern National. M o nument that is included in the p r o p o s e d  land 

exchange w i t h  NANA Regional Corporation to the corporation for construction 

of a transportation system;

(3) N A N A  Regional Corporation ic required to agree in writing to 

make available to the Alaska Industrial Deve lo p me nt  Authority, at n o  more 

than fair ma rket value, land need ed  for the port and road constructed as 

part of the project and land n e e d e d  for future expension of the road and 

port;

(4) tax exempt financing for the p r o je ct  is use d to the maximum 

extent possible;

(5) a toll schedule, that m a y  be periodically adjusted, is

e stablished for use of facilities constructed as part of the project that 

CSHB 1 0 5 (Fin) -2- COMMITTEE COPY
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ensures a reaso na bl e  retur n on the state's investment in the project?

of the port and r oa d are subject to AS 36?

(7) reasonable and equitable access to the port and road is

guaranteed to all users.

* Sec. 4. Before bonds or notes a uthorized u n d e r  sec. 2 of this Act ma y 

be issued the A la sk a Industrial De velopment A u t h o r i t y  shall

(1) report in w r i t i n g  to the legislative budget and audit c o m­

mittee that the conditions under sec. 3 of this A c t  have be en  met? and

(?) agree w i t h  the Depar tm en t of Revenue in w r i t i n g  to deliver

all m o n e y  generated b y  the DeLong M o untain transpor t at io n project to the

D epartment o f  Revenue for deposit in the gener al  fund, other than m oney 

necessary for pay me n t of the principal and interest on bonds or notes

issued under sec. 2 o f  this Act and except as m a y  otherwise be provided in 

the bond or note covenants.

* Sec. 5. This Act takes effect immediately in accordance w i t h  AS 01.- 

10.070(c).

(6) contracts for the construction, operation, and m ai nt en a nc e

-3- CSHB 1 0 5 (Fin)
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Original sponsor: Rules/Governor

Offered: A/19/85
Referred: Finance

B Y  THE HOUSE SPECIAL 
IH THE HOUSE CO MMITTEE ON STATE LOANS

CS FOR HOUSE BILL NO. 105 (Loans)

IN THE  LEGISLATURE OF T HE STATE OF A L A S K A  

FOURTEENTH LEGISLATURE - F I R S T  SESSION

A  BILL

F o r  an Act entitled: "An Act relating to the au thorization of bonds or

notes, establishing conditions under w h i c h  the bonds 

or notes for the D e L o n g  M o u n t a i n  transportation 

project may be issued* and providing for an effective 

date."

BE IT E N AC TE D  BY THE LE GISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.15.410 is a m e nd ed  to read:

See. 37.15.410. BOND AUTHORIZATION. For the purpose of p ro v id­

ing part or all of the money to be used, w i th  or without any grants or 

other m o n e y  th a t [WHICH] may b ecome available, the issuance .and sale 

of revenue bonds of the state in the total principal s u m  of not to 

exceed $ 8 6 ,5 2 5 ,000 [$62,825,000] is a u th or i z e d  to acquire, equip,

c o n s t r u c t , and install the additions, improvements, ex tensions^ and

facilities a uthorized in AS 37.15.510. The principal of and interest

on these bonds shall be paid out of and secured by the gross revenues 

derived by the state from the ownership, lease, use, and operation of 

the a i r p o r t s , and of all the facilities of them and out of any other 

revenues or m on ey  that [WHICH] the state legislature may provide 

exclusive of any state tax or license.

* Sec. 2. The Alaska Industrial Development A u t h o r i t y  is authorized to 

issue bonds or notes in a principal amount not to exceed $175,000,000 to 

provide financing for the DeLong M o u n t a i n  transportation project.

* Sec. 3. Before bonds or notes author iz ed  under sec. 2 of this Act ma y  

be issued the A l a s k a  Industrial Devel op me nt  Authority shall comply with

-1- CSHB. 105 (Loans)

COMMITTEE COPY



1

2

3

4

5

6
7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

' f , . •

AS 44.88.173 a n d  shall incorporate into the final finance plan for the 

D e Lo ng  M o u n t a i n  t r an sportation project the following terras and conditions:

(1) Cominco, Ltd. is req ui re d to agree in w r it in g that

(A) Cominco, Ltd. w i l l  pay for ail or a portion of the 

operation and ma in te n a n c e  of facilities c on st r u c t e d  as part of the 

project b a s e d  on the use Cominco Al aska makes of the facilities c om­

pared to the U3e m a d e  by others;

(B) if Cominco A la sk a ceases to develop the Red Dog Mint 

after costs or debus have been incurred for the project, Cominco, Ltd. 

will repay the A l a s k a  Industrial D ev el o pm en t A ut h ority for those costs 

and debts;

(C) toll fees paid by Cominco A la sk a for the use of facil­

ities const ru ct ed  as part of the project to the A laska Industrial 

D ev elopment A u t h or it y m a y  b e  periodically a d j us te d if the price of 

sine rises above a level that yields a r e t ur n on investment commen­

surate v/ith risk;

(2) land in the Cape K r u s e n s t o r u  Nat io na l Mo nu me nt  is conveyed 

t:o NA HA  R egional Corpo ra ti on  by the U n i t e d  States Department of the In­

terior j

(3) liANA R egional Corpo ra t io n is required to agree in w r i t i n g  to 

make available to the A l a s k a  Industrial Development Authority, at no more 

than fair m ar ke t value, land needed for the port and road constructed as 

part of the project and land needed for future expansion of the road and 

port;

(4) tax exempt financing for the project is used to the maximum 

extent possible;

(5) a toll schedule, that m ay be periodically adjusted, is 

established for use of facilities c on structed as part of the project that

(A) ensures a reasonable return on the state's investment 

CSHB 105(Loans) -2-
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in the project; and

(B) guarantees equitable access to the facilities by all

users.

* Sec. 4. Before bonds or notes authorized under sec. 2 of this Ac t may

be issued the A l a s k a  Industrial Development Au th or it y shall

(!) report in w r i ti ng  to the legislative budget and audit 

committee that the conditions under sec, 3 of this Act have been met; and

(2) agree w i t h  the Department of Revenue in writing to deliver

all m oney ge n erated b y  the DeLong M o u n t ai n transportation, project, other

than m o n e y  n ec essary for payment of the principal and interest on bonds or 

notes issued u nd er  sec. 2 of this Act, to the D epartment of Revenue for 

deposit in the general fund.

* Sec. 5. This Act takes effect immediately in accordance with AS 01.- 

10.070(c).

COMMITTEE COPY
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^n^r^cluce'd: 1 / 2 3 / 3 5
Referred: Transportation

( 7 - v ^

and Finance

BY TH E RULES COMMITTEE BY 
IN THE HOUSE REQUEST O F  T H E  G OVERNOR

H OUSE BILL NO. 105 

IN T H E  L E GI S LA TU RE  OF T HE STATE O F  A L A S K A  

F OU RT E E N T H  L E G IS LA TU RE  - FIRST SESSION

A  BILL

For an Act entitled: "An Act relating to the international airports r e v e­

nue bonds authorization; and p r o v id in g for an ef fe c­

tive date."

BE IT ENACTED 3Y THE L EG IS L A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 37.15.410 is amended to read:

Sec. 37.15.410. BOND AUTHORIZATION. For the purpo s e of p r o v i d­

ing part or all of the m o n e y  to be used, wi th  or w i t h o u t  a ny grants or 

other money w h ic h m a y  be come available, the Issuance and sale of 

revenue bonds of the state xti the total principal s um of not to exceed 

$86,525,000 [$62,825,000] is authorized to acquire, equip, construct^ 

and install the additions, improvements, extensions^ and facilities 

authorized in AS 37.15.510. The principal of and interest on these 

bonds shall be p a i d  out of and secured by the gross revenues derived 

by the state from the ownership, lease, u sex  a nd operation of the 

airports, and of all the facilities o f  thera and out of a ny other 

revenues or mo ne y w h i c h  the state legislature m a y  provide exclusive of 

any state tax or license.

* Sec. 2. This A c t  takes effect immediately in accordance w i t h  AS 01.- 

10.070(c).

LOMMlffEE COPY
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b i l l  Sh e f f i e l d

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

□ F F I C E  O F  T H E  G O V E R N O R

J u n e a u

January 23, 1985

The Honorable Ben Grussendorf 
Speaker of the House 
Alaska State Legislature 
Pouch V
Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am transmitting a bill to raise from 
$62,825,000 to $86,525,000 the amount of international 
airports revenue bonds that may be issued by the state bond 
committee. This additional $23,700,000 is intended to be 
used for the Anchorage International Airport Terminal 
Renovation, Phase II.

Sincerely

Bill Sheffield 
Governor



STATE OF  A L A S K A -1985 L E G I S L A T I V E  SESSION

__________   FISCAL N O T E __________________

Revision Date:

REQUEST
Bill/Resolution No.
T i t l e ______________________

Sponsor:
Requestor:___________________
Date of Request:_____________

FISCAL DETAIL
Agency Affected: Debt Service

Program Category Affected:___
General Government

BRU, Program or Subprogram(s) Affected: 
IARF Debt Service and Fees________________

OPERATING
r r s 5 FY 8b FY 87 FY 88 FY 89 FY 90

1 0 0  P E R S O N A L  S E R V I C E S  
200 T R A V E L  
300 C O N T R A C T U A L  
W O  S U P P L I E S  
5 0 0  E Q U I P M E N T  
5 00  L A N D  & S T R U C T U R E S  
700 G R A N T S ,  C L A I M S  
300 M I S C E L L A N E O U S 2,850.0 2,850.0 2,850.0 2,850.0 2,850.0

TOTAL OPERATING 2,850.0 2,850.0 i 2.850.0 2.850.0 2.850.0

CAPITAL

c REVENUE

FUNDING: (Thousands of Dollars)
ItHtKAL FuTiD 
7EDERAL Fl'NDS 
3THER 
TOTAL

1
2 , 8 5 0 . 0 2 , 8 5 0 . 0 2 , 8 5 0 . 0 2 , 8 5 0 . 0 2 , 8 5 0 . 0
2 , 8 5 0 . 0 2 , 8 5 0 . 0 2 , 8 5 0 . 0 2 , 8 5 0 . 0 2 , 8 5 0 . 0

TCL-'HHE------------------
’ A R T - T I M E
TEM P ORA RY

ANALYSIS: Attach a separate page i f  necessary
Assumes issuance of bonds of $23,700,00 at 11% with level debt service for 30 

years. The project appropriation is continued in the General Appropriation 

Bill and is titled "Anchorage International Airport Main Terminal Renovation 
Phase II". D e b t  Service is capitalized through the bond sales t he first 

two years, and thereafter, paid from ^he International Airport Revenue Fund.

Prepared By: Ron B. Lind. Director 

Division: Financial and Administrative Services
Phone:
Date:

465-3911

Approved 
Agency:_

by Commissioner:____
O O T - j P P

n i s t r a t i v e  S e r v i c e s   u d i e . __________________________

( L L ~ S : ! Z ~ 6 .  Date: i  / / / / ? £
S ’ ' f >

Distribution (by Agency preparing fiscal note): 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies) 7/1/84



' STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

Page 1 of 2
REQUEST
Bill/Resolution No: CS HB 105 
Title: Bond Authorizations and DeLong
Mountains Project_______________________
Sponsor: House Loans _______________
Requestor: House Finance Committte___
Date of Request: April 22. 1985_______

EXPENDITURES/REVENUES: (Thousands of Dollars)

1 1 FY 85 | FY 86 1 FY 87 1 FY 88 | FY 89 I FY 90

1 OPERATING 1 | 1 1 1 1

1 100 PERSONAL SERVICES 1 - 1 - i - i 1 - 1 -

1 200 TRAVEL 1 - 1 - 1 - i 1 - I -

1 300 CONTRACTUAL 1 - 1 - 1 - 1 - 1 - 1 -

1 400 SUPPLIES 1 - 1 - 1 - 1 1 - 1 -

1 500 EQUIPHENT 1 - 1 - 1 1 - 1 - 1 -

1 600 LANDS & STRUCTURES 1 - 1 - 1 - 1 1 - 1 -

1 700 GRANTS, CLAIMS 1 - 1 - 1 - 1 1 - 1 -

1 800 MISCELLANEOUS 1 - 1 3,550 1 2,850 1 2,850 1 2,850 1 2,850

1 TOTAL OPERATING 1 - | 3,550 1 2,850 | 2,850 1 2,850 1 2,850

1 CAPITAL 1 - 1 - 1 - 1 - 1 - 1 -

1 REVENUE 1 1 - 1 - 1 1 - I -

Revision Date

FISCAL -IL

Agency ^ jcted: State Bond Committee
Program Category Affected:_______________
Debt Service______________________________

BRU, Program of Subprograra(s) Affected: 
International Airports Revenue Bonds

FUNDING: (Thousands of Dollars)
| GENERAL FUND 
j FEDERAL FUNDS 
j OTHER
j TOTAL__________

I I - I - I -
I -  I -  I -
| 3,550 | 2,850 | 2,850 
j 3,550 j 2,850 j 2,850

I - I
| 2,850 | 2,850 
| 2,850 j 2,850

POSITIONS:

| FULL-TIHE 
| PART-TIME 
I TEMPORARY

ANALYSIS: See attached analysis.

Prepared By: Hilt Barker *VJ 
Division: Treasury

Approved by Commissioner:
Agency: Department of Reveriue

Distribution (by Agency preparing^fls 
Legislative Finance 
Legislative Sponsor 
Requestor

seal note):

Office of Management and Budget 

Impacted Agency(ies)

Phone: 465-2350
Date: April 22. 1985 

Date:  y /



CS HB 10S fF in^>  Page  2 o f  2 
Fiscal Note Analysis

Assumes issuance of bonds of $23,700,000 at 11X level debt service 
for 30 years plus $700,000 in issuance costs for FY 86.

The appropriation for FY 86 and FY 87 is from the International 

Airports Construction Fund. Thereafter, appropriations would be from 
the International Airports Revenue Fund.
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th ii>nicioh,» FIRST

HISTORY IN THE HOUSE HISTORY IN THE HOUSEHISTORY IN THE SENATE
Read first time and referred 
to Committee on

T RA NSPORTATION AMD

^5eportecf back with 
recommendation that

Session Received from SenateRead first time and referred 
to Committee on

Concurred in Senate amendment 
thus adopting:

VOTE
HOUSE   NO. .1P.5...

B y  ... t h e . m s s .  . C O M M I T T E E ,  m..
REQU ES T OF THE G O V E RN OR

Reported back w ith  
recommendation th at Failed to concur in Senate amend 

ment; asked Senate to recede 
VOTE

Senate receded from amendment 
VOTE

Read second time and Read second time and
Senate failed to recede from 
amendment 

VOTE

CC appointed by House"An A c t  r elating to the i n t e r­
national  airports r e ve nu e bonds 
authorization; and providing 
for an effective d a t e . 11 CC appointed by Senate

CC adopted by House 
VOTE

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration
PASS Effective Date

Yeas Yeas
Nays Nays
Absent Absent
Excused Excused
Reported correctly engrossed 
Signed by Speaker 
Sent to Senate

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration
PASS Effective Date

Yeas Yeas
Nays Nays
Absent Absent
Excused Excused
Reported correctly engrossed 
Signed by President 
Returned to House

CC adopted by Senate 
VOTE

To enrolling
Reported correctly enrolled 
Sent to Governor

................................by GovernorI n t e m t l .  Airp or t a Rev. Bonds 

Introduced in the House . . . . ,  19. Filed with Lt. Governor

CHIEF CLERK OF THE HOUSE



S T A T E OF A L A S K A  1985 L E G I S L A T I V E  SESSION

____________________ FISCAL N O T E __________________

Revision Date:

FISCAL DETAILREQUEST 7 r,d „ ---------- ----
Bill/Resolution No.: e&O-b t f f i frnjAgency Affected: Debt S ervice  
Title: A u th o r iz a tio n  o f A ir p o r t  ./Program Category Affected:

Revenue Bonds

Sponsor:______________________
Requestor:

Program Category
G eneral Government__________________________

BRU, Program or Subprogram(s) Affected: 
IARF Debt S ervice  and Fees

Date of Request: 5 - 3 - 8 5

OPERATING
' FY W ” FY 8b FY 87 FY 88 FY 89 FY 90

1 0 0  P E R S O N A L  S E R V I C E S  
Z O O  T R A V E L  
3 0 0  C O N T R A C T U A L  
4 0 0  S U P P L I E S  
5 0 0  E Q U I P M E N T  
6 0 0  L A N D  4  S T R U C T U R E S  
7 0 0  G R A N T S ,  C L A I M S  
8 0 0  M I S C E L L A N E O U S 4,400.0 4,400.0 4,400.0 4,400.0 4,400.0
TOTAL OPERATING 4,400.0 4,400.0 i 4,400.0 4,400.0 4,400.0

CAPITAL

[ REVENUE

FUNDING: (Thousands of Dollars)
J L iJl k AL' r U iND 
F E D E R A L  F U N D S  
3 T H E R  _  I A R F  
T O T A L

4,400.0 4,400.0 4,400.0 4,400.0 4,400.0
4,400.0 4,400,0 4.400.0 4,400.0 4.400.0

POSITIONS:
T O . - T i m e
’ A R T - T I M E
T E M P OR A R Y

1
1
1

ANALYSIS: ( Attach a separate page if necessary) Cost re p re se n t debt s e rv ic e  
o n ly .  Assumes issuance o f bonds o f $ 3 8 ,000,00  a t 11% w ith  le v e l  debt serv-ice 
fo r  30 ye ars. The p ro je c t a p p r o p r ia tio n  is  conta ined  in  the G eneral A p p ro p ria tio n  
B i l l  and is  t i t l e d  "Anchorage In te r n a t io n a l A ip o r t  Parking Garage and T erm inal 
Access", Debt S e rvic e  i s  c a p ita liz e d  through the bond s a le s  f o r  the  f i r s t  two 
years., and th e r e a fte r ,  paid from th e  In te r n a t io n a l A ir p o r t  Revenue Fund.
(C ontinued on the attached page)

Prepared By: Ron B. L in d , D ir e c to r
Division: F in a n c ia l and Ad m i n i s t r a S e rvic e s

Approved by Commi ssioner: (
Agency:______________fif

Distribution (by Agency preparing fiscal note): 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)

Phone: 465-3911 
Date: 5/9/85

Date

7 /1/84



The amount shown for debt service represents the payments required to 
amortize the debt in 30 years assuming 11% interest and equal yearly 
payments.

The proceeds of the bonds will be used to provide for the costs of issuance, 
required bond redemption reserves, and payment of debt service for two years 
and construction of required facilities. The amount remaining for construc­
tion will be approximately $25 million.

No estimate of the eventual operational costs of the expanded facility are 

available.
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Original sponsor: Rules/Governor

IN THE H O U S E  BY THE FINANCE COMMITTEE

CS FOR HO US E BILL NO. 105 (2d Finance)

IN THE  LEGI SL AT UR E OF THE STATE OF A L A SK A 

F OURTEENTH L E G I S L A T U R E  - F IR S T SESSION 1

A  BILL

For an A ct entitled: "An Act r elating to the au thorization of bonds for

airports; and pr ov i di ng  for an effective date."

BE IT E N A CT ED  BY THE LEGIS L AT UR E O F  THE STATE OF ALASKA:

* Section 1. AS 3 7 . 1 5 . A 10 is amend ed  to read:

Sec. 3 7 . 1 5 . A 10. BOND AUTHORIZATION. For the purpose of p r o v i d­

ing part or all of the money to be used, wit h or without any grants or 

other m o n e y  that [WHICH] may  become available, the issuance and sale 

of revenue bonds of the state in the total principal s u m  of not to 

exceed $100,825,000 [$62,825,000] is a ut ho ri z ed  to acquire, equip,

construct^ and install the additions, improvements, e x t en si on s ^ and 

facilities authorized in AS 37.15.510. The principal of and interest 

on these bonds shall be paid out of and secured by the gross revenues 

derived by the state from the ownership, lease, u s e ^  and operation of 

the airports, and of all the facilities of them and out of any other 

revenues or m on e y that [WHICH] the state legislature m a y  provide 

exclusive of any state tax or license.

* Sec. 2. This A c t  takes e ffect immediately in accordance wit h AS 01.-

10.070(c).

-1- CSHB 105(2d Fin)



MEMORANDUM State of Alaska
Department of Transportation & Public Facilities

' /S'

t o : J a y  Kogan, A s s o c i a t e  D i r e c t o r -  . . d a t e : May... 4, 1985 -*

O f f i c e  of M a n a g e m e n t  and B u d g e t  £  jjf ii , • . ; r'/.i.O to fJ t« WJ i
O f f i c e  of the G o v e r n o r  ^  . :-A f i l e n o : 4:65:-3$0(yk (In |q il i»;

\Y  l : :  ci/-)nV ■

P > TELEPHONE'NO:^ ' P B B

f r o m : R. J. K n a p p A  , / \  -..AIA C h a n g e s
^ C o m m i s s i o n s  f  -c.-: _ . 8 U H G E T  R E V :l-1.

\) W e  are r e q u e s t i n g  c e r t a i n  c h a n g e s  in p r o j e c t s  for t h e  A n c h o r a g e
I n t e r n a t i o n a l  A i r p o r t  in the G o v e r n o r ' s  budg e t .  T h e s e  c h a n g e s  _ /  
w i l l  a l s o  r e q u i r e  a c h a n g e  in S e c t i o n  1 o f  05 w h i c h  
a u t h o r i z e s  a d d i t i o n a l  I n t e r n a t i o n a l  A i r p o r t  • - l/enue Bonds. /'• r

\ * / c;,V

T h e  c h a n g e s  are as follows: / ■ •.

1. C h a n g e  the p r o j e c t  title, " A n c h o r a g e  I n t e r n a t i o n a l  A i r p o r t  
M a i n  T e r m i n a l  R e n o v a t i o n  P h a s e  II." T o  " A n c h o x a g e  
I n t e r n a t i o n a l  A i r p o r t  P a r k i n g  G a r a g e  a n d  T e r m i n a l  A c c e s s . "

2. I n c r e a s e  t h e  p r o j e c t  a p p r o p r i a t i o n  to $ 4 4 , 0 0 0 , 0 0 0  o f  w h i c h  $6 
m i l l i o n  is from the I n t e r n a t i o n a l  A i r p o r t  R e v e n u e  Fund, and

-  $ 3 8 , 0 0 0 , 0 0 0  is f r o m  the I n t e r n a t i o n a l  A i r p o r t  C o n s t r u c t i o n  
Fund. 1  **

rfPy I 3. [) Increase>-the b o n d  a u t h o r i z a t i o n  in S e c t i o n  1 o f  CSHB 105 
V ^ V (Finance) from $ 8 6 , 5 2 5 , 0 0 0  to $ 1 0 0 , 8 2 5 , 0 0 0 .  '

4. D e l e t e  the s e p a r a t e  p r o j e c t  t i t l e d  P a r k i n g  G a r a g e  Design.

T h e s e  c h a n g e s  wi l l  a l l o w  us to a c c e l e r a t e  the p a r k i n g  s t r u c t u r e  
d e s i g n  a n d  c o n s t r u c t i o n  w i t h  the t e r m i n a l  m o d i f i c a t i o n  in access  
t o  t h e  b a g g a g e  c l a i m  area. Th i s  w i l l  r e d u c e  t h e  c o n g e s t i o n  to the 
p u b l i c  d u r i n g  c o n s t r u c t i o n  as w e l l  as a c c e l e r a t e  the p a r king  
facility.

T h i s  p r o j e c t  w i l l  a l l o w  d e s i g n  and c o n s t r u c t i o n  of a p a r k i n g  
g a r a g e  at the A n c h o r a g e  I n t e r n a t i o n a l  A i rport; p a s s a g e - w a y s  
n e c e s s a r y  to c o n n e c t  the g a r a g e  to the t e r m i n a l ;  p r o v i d e  
c o n v e n i e n t ,  e f f i c e n t  i n t e r f a c e  w i t h  t h e  p a r k i n g  g a r a g e  make 
m o d i f i c a t i o n  to e l e c t r i c a l  m e c h a n i c a l  and s t r u c t u r a l  p o r t i o n s  of 
the t e r m i n a l  to  e n h a n c e  the u l t i m a t e  u s e f u l n e s s  of the t e r m i n a l  
a n d  the g a r a g e ,  p a y  all c o sts r e l ated to i s s u a n c e  o f  the bonds, 
e s t a b l i s h m e n t  o f  t h e  r e q u i r e d  reserves; a n d  the cost of debt 
s e r v i c e  d u r i n g  c o n s t r u c t i o n  (estimated to take 2 y e a r s ) .

h*

E x i s t i n g  p a r k i n g  s u p p l y  is i n a d e q u a t e  for p r o j e c t e d  p a r k i n g  
de m a n d .  T h i s  e x p a n s i o n  and r e m o d e l i n g  w i l l  p r o v i d e  s u f f i c i e n t  
p a r k i n g  to  a c c o m o d a t e  a n t i c i p a t e d  needs.

A l l  m a i n t e n a n c e  o p e r a t i o n  a n d  debt s e r v i c e  c o s t s  for this 
f a c i l i t y  w i l l  be p a i d  from the i n t e r n a t i o n a l  A i r p o r t  Revenue 
Fund. The p a r k i n g  s t r u c t u r e  wi l l  p r o d u c e  r e v e n u e  a n d  in the ve r y  
n e a r  term, the r e c e i p t s  from t h e . i n c r e a s e d  p a r k i n g  spaces 

p r o v i d e d  s h o u l d  c o v e r  the costs. '
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IN THE HOUSE BY THE FINANCE COMMITTEE

CS F OR HOUSE BILL NO. 105 (Finance)

IN THE LEGISLATURE OF THE STATE OF A LA SK A 

FOURTE EN TH  LE GISLATURE - FIRST SESSION * .

A  BILL

For an A c t  entitled: "An A ct relating to the authorization of bonds or

notes, establishing conditions under w h i c h  the bonds 

or notes for the DeLong M ou nt a i n  transportation 

project m a y  be issued; and providing for an effective 

date." ^

BE IT ENACTED BY THE LEGIS LA TU RE  OF THE STATE OF ALASKA:

* Section 1. AS 37.15.410 is amended to read:

Sec. 37.15.410. BOND AUTHORIZATION. For the purpose of p r o v i d­

ing part or all of the m oney to be used, w i t h  or witho u t any grants or 

other m o ne y that [WHICH] m ay beco m e available, the issuance and sale 

of revenue bonds of the state in the total principal sum of not to 

exceed $86,525,000 [$62,825,000] is authorized to acquire, equip,

construct^ and install the additions, improvements, e x te ns io ns ^ and 

facilities authorized in AS 37.15.510. The principal of and interest 

on these bonds shall be paid out of and secured by the gross revenues 

derived by the state f ro m  the ownership, lease, usex  and operation of 

the airports, and of all the facilities of them and out of any other 

revenues or m o n e y  that [WHICH] the state legislature m a y  provide 

exclusive of any state tax or license.

* Sec. 2. The A l as ka  Industrial D e velopment Au thority is authorized to 

issue bonds or notes in a principal amount not to exceed $175,000,000 to 

provide financing for the D e Long M o u nt a in  transportation project.

* Sec. 3. Before bonds or notes a uthorized under sec. 2 of this Ac t m a y  

be issued the Alas ka  Industrial Development Aut ho r it y shall comply w i t h

-1- CSHB 105(Fin)



AS 44.38.173 and shall incorporate into the final finance plan for the 

DeLo n g M o u n t a i n  transportation project the following terms and conditions:

(1) Cominco, Ltd. is r e q u i r e d  to a g r e e  in w r i t i n g  that _ _

(A) Cominco, Ltd. w i l l  pay for all or a por ti o n o'f the

operation and m a i nt e na nc e of facilities constructed as part of the 

p roject b a s e d  on the u s e  Cominco A la sk a makes of the facilities c o m­

pared to the use m a d e  by others;

(B) if Cominco A l as ka  ceases to develop the Red Dog Mine

after costs or debts have been incurred by the A l aska Industrial
*#•

D e v el op me n t Au th o ri ty  for the project, Cominco, Ltd. w i l l  repay the 

authority for those costs and debts;

(C) toll fees pai d  by Cominco A l a s k a  for the use of f a c i l­

ities constructed as part of the project to the Alaska Industrial

D e velopment A u t h o ri ty  m a y  be p er io dically adjusted if the price of

zinc rises above a level that yields a return on investment c o m m e n­

surate w i t h  risk;

(2) the U n it ed  States government makes available land in the 

Cape K r u s e n s t e r n  National M o n u m e n t  that is included in the proposed land 

exchange w i t h  N A N A  Regional Corp or at io n to the corporation for construction 

of a transportation system;

(3) N A N A  Regional Co rporation is required to agree in w r i t i n g  to 

m a k e  available to the A l a s k a  Industrial Development Authority, at no more 

than fair m a r k e t  value, land n ee de d for the port and road constructed as 

part of the project and land n e ed e d for future expansion of the road and 

port;

(4) tax exempt financing for the project is us ed  to the m a x im um  

extent possible;

(5) a toll schedule, that m a y  be periodically adjusted, is

established for use of facilities constructed as part of the project that 

CSHB 1 0 5 (Fin) -2-
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;i ensures a reasonable return on the state's investment in the project;
I]

(6) contracts for the construction, operation, and m a i nt en an ce  

of the port and road are subject to AS 36; ......

(7) reasonable and equitable access to the port a nd roa d  is 

guaran te ed  to all users.

* Sec. 4. Before bonds or notes authori ze d under sec. 2 of this A c t  may

be issued the A l a s k a  Industrial Devel op me nt  A ut ho r it y shall

(1) report in w r it in g to the legislative budget and audit c o m­

mittee that the conditions u nder sec. 3 of this Act have b e e n  met; and
r r

(2) agree w i t h  the Depart me nt  of Revenue in w r it in g to" deliver

all m o n e y  generated by the De Long M o u n t a i n  transportation project to the

D epartment of Reienue for deposit in the general fund, other than m on e y 

ne ce ss ar y for payment of the pr in cipal and interest on bonds or notes 

issued under sec. 2 of this Act and except as m a y  otherwise be p r o v i d e d  in 

the b o n d  or note covenants.

* Sec. 5. This Act takes effect immediately in accordance w i t h  AS 01.- 

1 0 . 0 7 0 ( c ) .

- 3- CSHB 1 0 5 (Fin)



STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

R e v is io n  Date

REQUEST
B il l /R e s o lu t io n  No: CS HB 105 ( , tottc») 
T i t l e :  Bond A u th o r iz a tio n s  and DeLong
M ountains P ro je c t__________________________
Sponsor: House Loans______________________
Requestor: House Finance Committee 
Date o f  Request: A p r i l  22. 1985________

FISCAL DETAIL
Agency A ffe c te d : S ta te  Bond Committee
Program Category A ffe c te d :^ ________________

Debt S ervice__________________________________
BRU, Program o f Subprogram(s) A ffe c te d : 

In te r n a t io n a l A irp o rts  Revenue Bonds

EXPENDITURES/REVENUES: (Thousands o f  D o lla r s )

1 1 FY 85 1 FY 86 1 FY 87 1 FY 88 1 FY 89 I FY 90
i OPERATING ! 1 J _ 1 I |
| 100 PERSONAL SERVICES ! - 1 ~ i ! 1 - 1 •
| 200 TRAVEL - 1 - 1 ! - 1 - 1 -

| 300 CONTRACTUAL - 1 1 ! - 1 - 1
1

-
| 400 SUPPLIES j - 1 " 1 1 1 - -

| 500 EQUIPHENT i - 1 - 1 - 1 - 1 - 1 -

| 600 LANDS S, STRUCTURES | - 1 " 1 - 1 -  . 1 - 1 -
| 700 GRANTS, CLAIMS I - ! 1 - 1 - 1 - 1 -

1 800 MISCELLANEOUS - | 3,550 | 2,850 | 2,850 1 2,850 1 2,850
1 TOTAL OPERATING 1 — | 3,550 | 2,850 | 2,850 1 2,850 I 2,850

1 CAPITAL 1 — 1 1 - 1 - 1 - 1 -

1 REVENUE I - 1 1 1 1 - 1 -

FUNDING: (Thousands o f D o lla r s )
| GENERAL FUND i - 1 1 1 1 - 1 —

| FEDERAL FUNDS [ - 1 1 1 - 1 - 1 -

| OTHER 1 | 3,550 | 2,850 | 2,850 1 2,850 1 2,850
1 TOTAL I - | 3,550 | 2,850 | 2,850 1 2,850 1 2,850

POSITIONS:
| FULL-TIME | - 1 1 1 1 - 1
| PART-TIME - 1 - 1 - 1 - 1

1

-

1 TEMPORARY 1 - 1 1 - 1 - 1 - -

ANALYSIS: See attached a n a ly s is

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

Phone: 465-2350

Approved by Commissioner:
Agency: Department o f Reveriue

D is tr ib u t io n  (by Agency preparing i i s c a l  n o te ): 
L e g is la t iv e  Finance 
L e g is la t iv e  Sponsor 
Requestor
O ffic e  o f  Management and Budget 

Impacted A gency(ies)

Date: A p r i l  22, 1985 

Date: & / /



CS HB 105 ( F in * * )  
F is c a l Note A n a ly s is

Assumes issuance o f bonds o f $23,700,000 a t 11X le v e l  debt service  
f o r  30 years p lus $700,000 in  issuance costs fo r  FY 8 6 .

The a p p ro p ria tio n  fo r  FY 86 and FY 87 is  from  the  In te r n a t io n a l 
A ir p o r ts  C o n stru c tio n  Fund. T h e re a fte r, a p p ro p ria tio n s  would be from 
the In t e r n a t io n a l A ir p o r ts  Revenue Fund.



BILL SHEFFIELD, GOVERNOR

DEPARTMENT OF COMMERCE & 
ECONOMIC DEVELOPMENT

POUCHD
JUNEAU, ALASKA 99811 
PHONE: 465-2500

O F F IC E  O F  T H E  C O M M IS S IO N E R

April 8, 1985

The Honorable Arliss Sturgulewski 

Chairman
Senate Committee on Resources 

Pouch V

Juneau, Alaska 99811 

Dear Senator Sturgulewski:

In response to your letter of April 1, 1985, I am providing you with the 
following requested information.

1. Will the transfer of the $142 million in loans to AIDA affect the 

personnel requirements of your loan servicing division? In other 

words, would you anticipate a reduction in staffing?

There are several factors that are pertinent, assuming the appropria­

tion to AIDA does take place and is effective July 1, 1985.

(a) AIDA will not service the transferred loans.

(b) The Division of Accounting and Collections would continue to 

service the loans after July 1 under contract with AIDA until 

such time as AIDA and/or the division decide that transfer of 

servicing to a private bank is appropriate.

(c) The earliest such a servicing transfer could occur is mid-year 

FY '86 due to the complexity of the transfer, keeping in mind 

the transfer may not occur at all if AIDA and the division feel 
it is not appropriate.

(d) If the FY '86 budget cuts are as severe as the first draft cut 
appears, the division may request that AIDA transfer the servic­
ing. If this were to occur, the division would reduce staff 

after the servicing transfer so that the combined reduction in 

staff (due to budget cuts and the transfer) would be about 35% - 

proportionate to the number of loans transferred. Such staff 

reductions would not free up excess general funds because the

Re: $142 Million AIDA Transfer



Senator Sturgulewski -2- April 8, 1985

transferred loans would be those that currently generate 100% of 
our "other funds" (service fees) in the divisions' operating 
budgets (Division of Acccounting and Collections and the 
Division of Investments). Therefore, while the appropriation of 
these loans could result in a reduction in staff, it would not 
be in "General Fund" funded staff, and the staff reduction would 
come only after the transfer of servicing, not on the effective 
date of the appropriation.

2. If these loans were transferred to AIDA, do you anticipate that the 
loan repayment or servicing policies would change?

No, both organizations expect repayment on a timely basis.

3. What would be the effect on the borrowers if these loans were trans­
ferred to another agency?

While servicing remains under the Division of Accounting and Collec­
tions, the effects would be minimal: prior to the effective date of 
the appropriation, new loan numbers may be required to allow for 
accurate accounting to the new investor; this would entail a letter 
and a new supply of payment cards being sent to the borrower. The 
effort required of division staff to close out one investor and begin 
servicing a new investor will be substantial; borrowers may notice a 
slight decline in the quality and timeliness of service as the 
division copes with the changes.

If the servicing itself were transferred to a private bank at some 
point, the following changes would occur:

(a) Borrowers would receive another new loan number, another set of 
payment cards, and a series of letters explaining each step of 
the servicing transfer;

(b) Service quality and timeliness may vary.

All impacts to borrowers could be summed up as short-term inconveniences 
which would occur for six months or so during the transition to a new 
servicer.

4. How would the loss of future income from these loans (both principal 
and interest) affect the ability of your loan divisions to provide 
for the public demand for loans in the various categories? Would you 
anticipate increased funding requests to the Legislature to meet the 
public need?



Senator Sturgulewski -3- April 8, 1985

There would be virtually no effect on the loan fund balances.

The cash flow from these loans is remitted to the General Fund 

(through Division of Treasury) on a monthly basis, net of service 
fees, late fees, NSF fees and application/assumption fees which are 
retained by the fund. In the case of veterans and commercial fish, 
these fees then are appropriated by the Legislature to fund operating 

efforts in the Division of Accounting and Collections and the Divi­
sion of Investments.

We would not anticipate increased funding requests in the loans 
budget to meet public loan demand.

5. Does the loss of income from these loans affect your FY '86 budget 
loan requests if all principal and interest are transferred on the 
$142 million as of July 1, 1985?

No, the loss of income to the loan funds will be negligible (See #4).

The operating budgets of the Division of Accounting and Collections 
and the Division of Investments could be impacted mid-year due to 
loss of service fees if the servicing is transferred prior to 
year-end FY '86.

Please let me know if you have further questions.

LHL/mstl748m

040385c

cc: Mary Nordale, Commissioner, Department of Revenue 
Bert Wagnon, Executive Director, AIDA
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Original sponsor: Rules/Governor

IN THE HOUSE BY THE FINANCE COMMITTEE 

CS F O R  HOUSE BILL NO. 105 (Finance)

IN THE LE GISLATURE OF THE STATE OF A L A S K A
 ̂ . i

FOURTEENTH LEGI SL A TU RE  - FIRST SESSION

A  BILL

For an Act entitled: "An Act relating to the au thorization of bonds or

notes, establishing conditions under w h i c h  the bonds 

or notes for the D eL on g  M o u n t a i n  transportation 

project m a y  be issued; and pr ov id in g for an effective
u

date." ^

BE IT ENACT E D BY THE L EG ISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.15.410 is amended to read:

Sec. 37.15.410. BOND AUTHORIZATION. For the purpose of p r o v i d­

ing part or all of the m o n e y  to be used, w i t h  or without any grants or 

other m o n e y  that [WHICH] m a y  be come available, the issuance and sale 

of revenue bonds of the state in the total principal sum of n ot to 

exceed $86,525,000 [$62,825,000] is autho ri ze d to acquire, equip,

c on st ru ct ^ and install the additions, improvements, ex t en s i o n s ^  and 

facilities a uthorized in AS 37.15.510. The principal of and interest 

on these bonds shall be p a i d  cut of and secured b y  the gross revenues 

derived by the state from the ownership, lease, use_j_ and ope ra ti on  of 

the a i r p o r t s , and of all the facilities of them and out of any other 

revenues or m o n e y  that [WHICH] the state legislature m a y  provide 

exclusive of any state tax or license.

* Sec. 2. The A l a s k a  Industrial Development A u t h o r i t y  is au th o r i z e d  to 

issue bonds or notes in a principal amount not to excee d $175,000,000 to 

provide financing for the De Long M o u n t a i n  transportation project.

* Sec. 3. Before bonds or notes a ut ho ri z ed  u nd er  sec. 2 of this A c t  m a y  

be issued the A l a s k a  Industrial Develo pm e nt  A u t h o r i t y  shall comply w i t h

CSHB 1 0 5 (Fin)-1-



A S  44.88.173 and shall incorporate into the final finance plan for the 1 

DeLong M o u n t a i n  transportation project the following terns and conditions:

(1) Cominco, Ltd. is r equired to agree in w r i t in g that

(A) Cominco, Ltd. wil l  p a y  for all or a p o rt io n of the 

operation and main te na nc e of facilities constructed as part of the 

project based on the use Cominco A l a s k a  makes of the facilities c o m­

pared to the u s e  m a d e  b y  others;

(B) if Cominco A l a s k a  ceases to develop the Red Dog Mine 

after costs or debts have b e e n  incurred b y  the A laska Industrial 

Deve lo pm en t Au th ority for the project, Cominco, Ltd. wil l r epay the 

authority for those costs and debts;

(C) toll fees paid by Cominco A l a s k a  for the use of f a c i l­

ities constructed as part of the proj ec t  to the Alas ka  Industrial 

Development A u t h o r it y m a y  be per io di ca l ly  adjusted if the price of 

zinc rises above a level that yields a return on investment c o mm en­

surate w i t h  risk;

(2) the U n i t e d  States government makes available land in the 

Cape K r us en st er n  National M o n um en t that is included in the pr op os ed  land 

exchange w i t h  N A N A  Regional Corporation to the corporation for construction 

of a transportation system;

(3) N A N A  Regional Corporation is r equired to agree in w r i t i n g  to 

m a k e  available to the A l as ka  Industrial D e ve lo pm e nt  Authority, at nc more 

than fair m a r k e t  value, land need ed  for the port and road c on structed as 

part of the project and land n eeded for future expansion of the roa d and 

p o r t ;

(4) tax exempt financing for the project is used to the m a x i m u m  

extent possible;

(5) a toll schedule, that m a y  be periodically adjusted, is 

e s tablished for use of facilities constructed as part of the project that 

CSHB 1 0 5 (Fin) -2-
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ensures a reasonable r et ur n on the s t a t e’s investment in the project;

(6) contracts for the construction, operation, and ma intenance 

of the port and roa d are subject to AS 36;

(7) reasonable and equitable access to the port and road is

g ua ra nt ee d to all users.

* Sec. 4. Before bonds or notes autho ri z ed  under sec. 2 of this Act may 

be issued the A la sk a Industrial Develo pm en t Au th o r i t y  shall

(1) report in w r i t i n g  to the legislative budg et  and audit c o m­

mittee that the conditions under sec. 3 of this Act  have be e n met; and

(2) agree w i t h  the Department of Revenue in writ in g to' deliver

all m o n e y  generated- b y  the DeLong M o u n t a i n  t ra nsportation project to the

D e pa rt me nt  of Revenue for deposit in the general fund, other than m oney 

n e c e s s a r y  for payment of the principal and interest on bonds or notes

issued under sec. 2 of this Act and except as m a y  otherwise be provided in 

the b o n d  or n o t e  covenants.

* Sec. 5. This Act takes effect immediately in accordance wit h AS 01.- 

1 0 . 0 7 0 ( c ) .

-3- CSHB 1 0 5 (Fin)



STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

REQUEST
B il l /R e s o lu t io n  No: CS HB 105 ( , f t w M 
T i t l e :  Bond A u th o r iz a tio n s  and DeLong
H ountains P ro je c t__________________________
Sponsor: House Loans______________________
Requestor: House Finance Committee 
Date o f  Request: A p r i l  22. 1985________

EXPENDITURES/REVENUES: (Thousands o f D o lla r s )

1 1 FY 85 1 FY 86 1 FY 87 1 FY 88 1 FY 39 1 FY 90
! OPERATING I I 1 I 1 1
| 100 PERSONAL SERVICES | - 1 - 1 1 1 1
| 200 TRAVEL | - 1 - 1 • - 1 1 1
| 300 CONTRACTUAL 1 - 1 1 1 I I
| 400 SUPPLIES 1 - 1 - 1 1 ' - 1 1
| 500 EQUIPHENT [ - 1 - 1 - 1 1
| 600 LANDS & STRUCTURES | - 1 1 1 1 I
| 700 GRANTS, CLAIMS | - i - 1 1 1 1
1 800 MISCELLANEOUS ! - | 3,550 | 2,850 | 2,850 | 2,850 | 2,850
1 TOTAL OPERATING i — | 3,550 | 2,850 | 2,850 | 2,850 | 2,850

1 CAPITAL 1 - 1 - 1 1 - 1 - 1

1 REVENUE I - 1 I 1 - 1 - 1 -

FUNDING: (Thousands o f D o lla r s )
| GENERAL FUND | — 1 I I I I
| FEDERAL FUNDS 1 - 1 - 1 1 1 1
| OTHER | 3,550 | 2,850 | 2,350 | 2,850 | 2,850
1 TOTAL - | 3,550 | 2,850 | 2,850 | 2,850 | 2,850

R e v is io n  Date

FISCAL DETAIL
Agency A ffe c te d : S ta te  Bond Committee
Program Category A ffe c te d :________________

Debt S ervice_________________________________
BRU, Program o f Subprograra(s) A ffe c te d : 

In te r n a t io n a l A irp o rts  Revenue Bonds

POSITIONS:
| FULL-TIME 
| PART-TIHE 
I TEHPORARY

ANALYSIS: See attached a n a ly s is .

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

Approved by Commissioner:
Agency: Department o f  Revetiue

D is tr ib u t io n  (by Agency preparing 
L e g is la t iv e  Finance 
L e g is la t iv e  Sponsor 
Requestor
O ffic e  o f Management and Budget 

Impacted A gency(ies)

s e a l n o te ) :

Phone: 465-2350
Date: A p r i l  22. 1985 

D ate: U f  l ' \  f



CS HB 105 ( F ir r - ’*) 
F is c a l Note A n a lys is

Assumes issuance o f bonds o f  $23,700,000 at 111 le v e l  debt service 
fo r  30 years p lus $700,000 in  issuance costs fo r  FY 8 6 .

The a p p ro p r ia tio n  fo r  FY 86 and FY 87 is  from the In te r n a t io n a l 
A irp o rts  C o n stru c tio n  Fund. T h e re a fte r, a p p ro p ria tio n s  would be from 
the In t e r n a t io n a l A irp o rts  Revenue Fund.



STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

R e vis io n  Date

REQUEST
B il l /R e s o lu t io n  No: HB 369
T i t l e :  A p p ro p ria tio n s  to  AIDA Economic
Development Fund_____________________________
Sponsor: P ig n a lb e r i_________________________
Requestor: House T ra n s p o rta tio n _________
Date o f  Request: A p r i l  15, 1985__________

FISCAL DETAIL
Agency A ffe c te d : General Fund 
Program Category A ffe c te d :____

BRU, Program o f Subprogram s) A ffe c te d :

EXPENDITURES/REVENUES: (Thousands o f D o lla r s )
1 I FY 85 1 FY 86 1 FY 87 I FY 88 1 FY 89 1 FY 90
! OPERATING 1 1 i 1 1 i
| 100 PERSONAL SERVICES ] - i - 1 -  1 -  I -  I
| 200 TRAVEL | - ! - 1 -  1 -  1 -  |
| 300 CONTRACTUAL \ - 1 - 1 -  1 -  1 -  1 •
| 400 SUPPLIES - 1 - 1 -  1 -  1 -  | -

| 500 EQUIPMENT | - 1 - 1 -  1 -  1 -  1 -
| 600 LANDS & STRUCTURES j - 1 - 1 -  1 -  1 -  1 •
| 700 GRANTS, CLAIMS | - 1 1 -  1 -  1 -  I
1 800 MISCELLANEOUS 1 - 1 - 1 -  1 -  1 -  1 -

1 TOTAL OPERATING 1 - 1 1 -  1 -  1 -  1 -

1 CAPITAL 1 - 1 - 1 -  1 -  1 - 1 -

1 CASH FLOW 1 • 1(17,800) |(1 7 ,3 0 0 ) | (1 6 ,5 0 0 )| (1 4 ,9 0 0 )| (1 4 ,3 0 0 )

FUNDING: (Thousands o f D o lla rs )
| GENERAL FUND | - 1(17,800) |(1 7 ,3 0 0 ) | (1 6 ,5 0 0 )| (1 4 ,9 0 0 )| (1 4,300)
| FEDERAL FUNDS | - 1 - - 1 -  1 -  1 -  1 •

| OTHER | - 1 1 -  1 -  1 -  1 -

1 TOTAL 1 - 1 - 1 -  1 -  1 -  1 -

POSITIONS:
| FULL-TIME | - 1 - 1 -  1 -  1 - 1 •

| PART-TIHE | - 1 - 1 -  1 -  1 -  i -

1 TEHPORARY 1 - 1 ‘ 1 -  1 -  1 -  1 -

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

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

Approved by Commissioner 
-Agency: Department o f  Revenue'

Phone: 465-2350

v e n u y l

Date: A p r i l  15. 1985 

D ate: f !  f a f f y

D is tr ib u t io n  (by Agency preparing f is c a l  n o te ): 
L e g is la t iv e  Finance 
L e g is la t iv e  Sponsor 
Requestor
O ffic e  o f Hanagement and Budget 

Impacted A gency(ies)



HB  369 
F iscal N o t e  Analysis

The c a s h  f l o w  figures shown in the fiscal note reflect the 
r e d u c t i o n  in general funds a v a i l a b l e  for a p p r o p r i a t i o n  arising 
f r o m  HB 369. These figures are based on the sched u l e d  loan 
pay m e n t s  s h o w n  in the att a c h e d  Table I after n e t ting out service 
fees as c a l culated in T a ble II. Table II also provides a 
b r e a k d o w n  of the r e d u c t i o n  into interest and principal.

Due to loan prepayments, actual receipts m a y  be greater than 
scheduled in early years and less t h a n  s c h e d u l e d  in later 
years. This is the m a i n  r e a s o n  w h y  the F Y  86 budget act u a l l y  
c o ntains $31.3 m i l l i o n  e s t i m a t e d  loan c a s h  flow, ma d e  up of 
$13.3 m i l l i o n  interest and $18 million, principal. The 
d i f f e r e n c e  b e t w e e n  the budget e s timate and sched u l e d  cash flow 
for FY 86, w h i c h  is $13.5 million, wi l l  be a d o w n w a r d  a d j ustment 
to the next r e v enue estimates in June.



T al/e r

F is c a l
Year Veterans

Sm all
Business

1986 9,247 2,855
1987 9,034 2,783
1988 8,784 2,613
1989 8,554 2,404
1990 8,379 • 2,279
1991 8,343 2,134
1992 8,042 1,946
1993 7,409 1,551
1994 6,955 907
1995 6,851 344
1996 | 6,814 59
1997 16,532
1998 6,174
1999 . 6,038
2000 .5,998
2001 5,899
2002 5,096
2003 4,254
2004 4,035
2005 3,925
2006 3,865
2007 3,182
2008 1,709
2009 521
2010 98
2011 20

T o ta l 145,758 19,875

I

General Fund Loans to be A ppropriated to  AIDA , 
Estim ated Cash Flow (P r in c ip a l and In te r e s t )  < 

. ($ 000) •« ,
II

Commercial 
. F ish 
; 6,105 

5,786 
5,409 
4,243 
3,870 
3,233 
2,037 

837 
214 

34

31,768

Tourism
308
308
308
308
282
243
229
221
212
208
201
186

85

C h ild
Care

5
4
3
2
1

3,099 15

H is to r ic a l 
D is t r ic t  

22 

22 
22  •

13

14 
14 
14 
14

7

147

FiB herleq
Enhancemeqp

N/A

6,804
(p r in c ip a l

o n ly )

T o ta l 
18,542 
17,937 
17,133 
15,523 
14,825 
13,967 
12,268 
10,032 

8,295 
7,437 

7,074 
6,718 
6,259 
6,038 
6,998 
5,899 
5,096 
4.254, 
4,035 
3,925 
3,865 
3,182 
1,709 
• 521 

98
 20
207,466

1.

2.

T h is  ta b le  represents tho cash flo w  to  the Department o f Commerce and Economic Development. C^Bh flo w  to 
th e  general fund would be fu r th e r  reduced by .5% service fe e  on loans serviced by Commerce and ,125% 
s e rv ic e  fee to  Commerce on loans serviced by banks,

Cash flo w  has not been a dju sted  fo r  delinquency or d e fa u lt .  Except fo r  commercial f is h  non-perm it lo an s, 
the s ta te  expects complete recovery on d e fa u lts . Thus, delinquency and d e fa u lt  m erely produce lags in  
i;e c ? lp ts . , I ,  ,  . , •



Table II

Scheduled Cash Flow From S ta te  Loans 
Held by General Fund 

($ M i l l io n s )

FY 86 FY 87 FY 88 FY 89 FY 90

Balance a t S ta r t  o f  Year 135.9 128.7 120.9 113.3 106.8

In t e r e s t  @ 7.891
S ervice Fee to  Commerce 0 .51 
General Fund Revenue @ 7.391 

T o ta l

.7
1 0 .0
10.7

.6
9.5

1 0 .1

.6
8.9
9.5

.6
8.4
9.0

.5
7.9
8 .4

P r in c ip a l Repayment 7.8 7.8 7.6 6.5 6 .4

Balance a t End o f Year 128.1 120.9 113.3 106.8 100.4



De L o n g  M o u n t a i n s  T r a n s p o r t a t i o n  Project  
Lo a n  A p p r o p r i a t i o n s  

A d m i n i s t r a t i o n  Proposal

General Fund

Sec. 3 
$30 million

Sec. 2 
$ 1 1 2  m i l l i o n

A I D A

I.

General Fund 
O t her Loans

| General Fund | |
j N o n - P e r m i t  | j
I F i s h  L oans j [

C o m m e r c e  
N o n - P e r m i t  
Fi s h  Loans

| G e n e r a l  Fund | 
j P e r m i t  Backed j 
L  F i s h _ L o a n s  j

| G e n e r a l  F u n d  |
| N o n - P e r m i t  |. 
|_ F i s h _ L o a n s  |

/' /

Sec. 4
$30 m i l l i o n

D e p a r t m e n t  of Co m m e r c e  
& Economic D e v e l o p m e n t



ANCHORAGE INTERNATIONAL AIRPORT 

TERMINAL EXPANSION PHASE II

Phase:

This project will expand the existing terminal building width out over the 
existing vehicle ramps and replace the vehicle ramps. The ticket lobby and bag 
claim areas will be expanded Into this new space and remodeled.

Project Need:

Existing terminal facilities are undersized and Inadequate for the level of 
aviation activity experienced and AIA. Expansion will allow an Increase to 

the lobby and baggage claim areas sufficient to serve the large number of 

Passengers travelling on wide body aircraft. The arrival and departure ramps 
will be relocated and expanded to accommodate the growing number of travellers 
and allow continued, convenient airport operation.



C A NT I L EVER ED  ROOF  S T R U C T U R E

F UTUREPARK I NG
' S T R U C T . 1

NEW AUTO RAUF
1 RAMP TERMINAL
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D E P A R T M E N T  O F  R E V E N U E

T R E A S U R Y  DIVISIO N

BILL SHEFFIELD, G O V E R N O R

ELEVENTH FLOOR 
STATE OFFICE BUILDING  
POUCH SB
JUNEAU, ALASKA 99811 
PHONE:

April 19. 1985

The H o n o r a b l e  J o h n  Sund 
C h a i r m a n
C o m m i t t e e  on  Loans 
Al a s k a  S t a t e  H o u s e  
P o u c h  V
Juneau, AK 99811

Dear R e p r e s e n t a t i v e  Sund:

At the r e q u e s t  of yo u r  staff, I w o u l d  like to offer the D e p a r t­
ment of R e v e n u e ' s  c o m m e n t s  on the e f f e c t  de b t  is s u a n c e  by 
A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  (AIDA) for the De L o n g  
M o u n t a i n s  t r a n s p o r t a t i o n  p r o j e c t  w o u l d  h a v e  on S t ate g e n eral  
o b l i g a t i o n  bond debt capacity.

I ssuance of this debt w o u l d  have no d i r e c t  e f f e c t  on the 
State's debt capacity. T h e  A I D A  debt w o u l d  be s e c u r e d  by 
proj e c t  r e v e n u e s  and a s s e t s  of the e c o n o m i c  d e v e l o p m e n t  fund. 
The full f a i t h  and credit of the S t ate w o u l d  not be p l e d g e d  to 
the p r o ject nor w o u l d  debt service o n  the bonds be paid by 
future a p p r o p r i a t i o n s  fr o m  the general fund. As a result, the 
debt wi l l  not be counted as State de b t  a l o n g  w i t h  genera), 
o b l i g a t i o n  bonds and lease f i n a n c i n g  by the r a t i n g  a g e n c i e s  or 
b o n d b u y e r s .

O n l y  in the e v ent that the project w e r e  p a r t i a l l y  or s u b s t a n­
tially com p l e t e d ,  yet no m i n i n g  e v e r 'occurred, C o m i n c o  failed 
to honor its pl e d g e  to pay back State costs, and the S t ate 
deci d e d  to a s s u m e  r e s p o n s i b i l i t y  for the de b t  e v e n  though it 
had no legal o b l i g a t i o n  to do so, w o u l d  the debt b e c o m e  State 
debt and t h e r e b y  d i m i n i s h  State debt c a p a c i t y  for other 
purposes. S u c h  d i m i n u t i o n  w o u l d  be m i t i g a t e d  to some e x t e n t  by 
a v a i l a b l e  c a s h  f l o w  f r o m  the p r o p o s e d  l o a n  a p p r o p r i a t i o n s  or 
p o s s i b l y  by some d e g r e e  of p r o ject r e v e n u e s  if i n t e r m i t t e n t  or 
m a r g i n a l l y  p r o f i t a b l e  m i n i n g  o p e r a t i o n s  w e r e  to occur.



Hon. John Sund
April 19. 1985
Page 2

O n  the o t h e r  hand, if the p r o j e c t  pr o v e s  s u c c e s s f u l ,  a d d i t i o n a l  
S t a t e  r e v e n u e s  f r o m  c o r p o r a t e  income taxes, m i n i n g  l i c ense  
taxes, and p o s s i b l y  ex c e s s  tolls and o t h e r  s o u r c e s  w o u l d  add to 
the S t a t e ' s  d e b t  capacity, as we l l  as p r o v i d e  o t her f i n a n c i a l  
b e n e f i t s .

S i n c e r e l y  y o u r s

M i l t  B a r k e r  
D e p u t y  C o m m i s s i o n e r

M B / g b
85-84

cc: M a r y  A. N o r d a l e



• *  *  i  i t

ALASKA INDUSTRIAL DEVELOPMENT AUTHORITY
  *  ^  --------------------------------------------------------------------------

1577 “C" STREET • SUITE 304 □ ANCHORAGE, ALASKA 99501-5177 □ (907) 274-1651

A p r il  9, 1985

The Honorable A r l i 9s S turgulew ski 
Chairman, Senate Resources Committee 
Alaska S tate  L e g is la tu re  
Pouch V
Juneau, A laska 99811

Dear Senator Sturgulew 9k i :

In  response to  your le t t e r  o f  A p r il  1, 1985, I  am p ro v id in g  the fo llo w in g  
requested in fo r m a tio n . Please note th a t our responses are based upon thq 
estim ated net cash flow s shown in  Attachm ent I .  A fte r  a d ju s tin g  fo r  loans' 
th a t  have paid  down or w i l l  not be tra n s fe rre d  fo r  le g a l reasons, we e stim a te  
th a t approxim ately $136 m i l l io n  in  loans w i l l  be tra n s fe rre d .

I t  is  not p o s s ib le  to p rovide an unambiguous answer to  the f i r s t  three
questions u n t i l  two th in g s happen. F i r s t ,  we need the r e s u lts  o f  the Finance 
P la n  p ro je c t, now being worked on, and second we need to  have an agreement 
reached between AIDA and Corainco w ith  regard to  user fe e s. The be9t  f ig u re s  
th a t we have a t  present w ith  respect to revenue generated by the p ro je c t are 
those t o l l s  which Cominco has o ffe re d  to pay. Please be aware th a t our use 
o f these fig u re s  should in  no way be taken as evidence th a t  AIDA has agreed
to these charges. In  any case, u t i l i z i n g  the attached cash flo w s , and our
most cu rre n t assumptions regarding  costs and f in a n c in g , we e stim ate  th a t the 
cash flow  o f the p o r t f o l io  would n ot be d ir e c t ly  used a f t e r  1995. A t th a t  
tim e , the cash flow  would be used fo r  coverage fo r  the bonds, and e v e n tu a lly  
could flo w  back to the general fund. Any t o l l s  c o lle c te d  above those needed 
to pay debt se rv ic e  on bonds and provide fo r  coverage on the bonds could a ls o  
flo w  back to the general fund.

1. I f  the $160 m i l l io n  ($142 m i l l io n  in  loans p lus the $18 m i l l io n  from  the
g eneral fund) are tra n s fe rre d  to  the AIDA Economic Development Fund, what 
is  the mechanism fo r these funds to flo w  back to  the general fund over 
time?

A t th is  tim e, the a c tu a l repayment mechanism has n o t y e t been
determ ined. I t  could be set up as a lo a n  from  the Department o f Commerce 
and Economic Development to AIDA, w ith  terms ranging from a f ix e d  amount 
per ye a r, or "any amount above th a t re q u ire d  fo r  debt s e rv ic e " .
Regardless o f the mechanism, we recommend th a t a coverage te s t  be
u t i l i z e d ,  and o n ly  income above th a t "required fo r  the coverage
requirem ent be re m itte d  to the S ta te .

1



Senator Sturgulewski -2- April 9, 1985

2 . C onsidering  th a t  the $160 m i l l io n  w i l l  be used to  back the  s a le  o f AIDA 
bonds b ut th a t  t o l l  fees charged to Cominco, LTD. (and perhaps o th e rs ) as 
w e ll  as in te r e s t  earned from the fund w i l l  be used to  r e t ir e  the bonds, 
what is  the expected balance In  the Economic Development Fund a t  the end 
o f  20 years?

_  As noted above, u s in g  our most c u rre n t c o st and fin a n c in g  assum ptions, we 
assume a l l  cash f lo w  a f t e r  1995 w i l l  be a v a ila b le  f o r  re inve stm e n t in  the 
Economic Development Fund fo r  purposes o f  p ro v id in g  coverage fo r  the 
bonds. Since t h is  a lso  assumes th a t the o n ly  t o l l  fees are  from Cominco 
and th a t these fees are ju s t  enough to pay debt s e rv ic e , the cash flo w  
from the lo an  p o r t f o l io  a f t e r  1995 and i t s  re inve stm e n t w i l l  be the o n ly  
source o f  funds to  be deposited in  th e  Economic Development Fund. 
A lthough these are the best assumptions a v a ila b le  to d a y, we b e lie v e  they 
are c o n se rva tive  assum ptions, e s p e c ia lly  w ith  regard to  o th e r fu tu r e  
u se rs . I n  any case, i f  we assume th e  cash f lo w  can be re in v e s te d  a t  a 
10% earnings r a te , then by 2005 the balance w i l l  be $106,433,000.

These f ig u r e s  are based upon our la t e s t  e s tim a te s  o f r e le v a n t fa c to rs  fo r  
what p re s e n tly  appears to  be the best f in a n c in g  approach. T h is  
approach, which was discussed in  an e a r l ie r  memo, aggregates funds from 
the general fund a p p ro p r ia tio n , cash flo w  from the lo a n  p o r t f o l io ,  and 
proceeds from a ta x  exempt bond s a le . T h is  t o t a l  c o lle c t io n  o f  funds is  
then used to pay fo r  c o n s tru c tio n  costs and f o r  in te r e s t  on the bonds 
u n t i l  revenues from the  p ro je c t are s u f f ic ie n t  to  pay fo r  th e  bonds.

3 . Can you provid e  us w ith  a p rojected  Economic Development Fund balance by 
year from J u ly  1 , 1985 u n t i l  the re tire m e n t o f a l l  o f  the $175 m i l l io n  in  
bonds issued f o r  t h is  p ro je c t?

Under our la t e s t  assum ptions, o n ly  $135 m i l l io n  in  debt w i l l  be iss u e d . 
This  reduced amount is  p o s s ib le  because cash flow s from the  lo a n  
p o r t f o l io  appear to  be g re a te r than o r ig in a l ly  e stim a te d . Once a g a in , 
u sin g  a l l  o f the assum ptions mentioned above, the p ro je c te d  balance o f 
the Economic Development Fund i s  g iven  in  Attachm ent I I .

4 . What e f fe c t  w i l l  the a d d it io n a l management requirem ents o f  $142 m i l l io n  
in  loans have on AIDA's personnel requirem ents?

We would n ot a n tic ip a te  im m ediately  tr a n s fe r r in g  the lo a n  s e rv ic in g  from  
Commerce to  AIDA, but ra th e r  u sin g  a p h a s e -in  process. At the o u ts e t, vre 
would request Commerce to  continue s e rv ic in g  th e  p o r t f o l io  fo r  us. We 
expect th a t  our s e rv ic in g  costs would be s im ila r  to  those experienced by 
the Department o f  Commerce and Economic Development.

5. Can you provid e  us w ith  a breakdown o f  the exp e n d itu re s  made to date and 
those a n tic ip a te d  from the $3 m i l l io n  a p p ro p r ia tio n  in  la s t  years budget 
fo r  t h is  p ro je c t?

To date we have made the fo llo w in g  commitments fo r  e xp e n d itu re : RSA v i t h
D0TPF fo r  v a rio u s  e n g in e e rin g  and te c h n ic a l a ss ista n c e  $50,000; RSA w ith  
Department o f Law f o r  s p e c ia liz e d  le g a l  counsel $50,000; c o n tra c t w ith
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SRI In te r n a t io n a l fo r  Finance P lan  $267,000; c o n tra c t w ith  R & M 
E ngineering  fo r  c o st v e r i f ic a t io n  and o th e r e n g in e e rin g  s e rv ic e s  $75,000; 
and o th e r m iscellaneous expenditures $15,000. Planned uses fo r  the 
rem ainder are a sso c ia te d  w ith  g e tt in g  the  p ro je c ts  ready fo r  c o n s tru c tio n  
b id s , fo r  in s ta n c e , p re p a ra tio n  o f  f i n a l  d e ta ile d  d e s ig n , p re p a ra tio n  o f  
b id  packages, and so f o r t h .

6 . What i s  the t o t a l  amount th a t could be expected to  accrue to the  Economic 
Development Fund i n  b oth  p r in c ip a l and in te r e s t  over tim e i f  you added 
to g e th e r the $18 m i l l io n  from the g en e ra l fu n d , th e  $142 m i l l io n  
p r in c ip a l i n  lo a n s , the  in te r e s t  on the  $18 m i l l io n  w h ile  i n  the fu n d , 
the in te r e s t  generated from the $142 m i l l io n  In  loans and the  In t e r e s t  
earned on the earnings o f  the fund?

I t  appears i n  t h is  q u e stio n  th a t you s im p ly  want us to  do a s tr a ig h t  
forw ard c a lc u la t io n  o f  a fu tu r e  v a lu e  o f  a known income stream . I f  so, 
then o f  course the o n ly  r e a l unknown is  the  assumed ra te  o f  re tu rn  on the 
re in v e stm e n ts. For these c a lc u la t io n s  we w i l l  assume i t  i s  10%, and 
again  we w i l l  use the cash flo w  shown i n  Attachm ent I .  The r e s u lt s ,  by 
y e a r, are g ive n  i n  Attachm ent I I I .  A lthough the numbers on Attachment 
I I I  get ra th e r  la r g e , I  th in k  i t  is  im p o rta n t to  put these va lu e s in  
p e rs p e c tiv e , sincp what is  r e a l ly  being shown on th a t  ta b le  i s  the 
e ffe c ts  o f compound in t e r e s t .  A more re le v a n t number is  the n e t present 
v a lu e  o f  the a p p ro p ria tio n s  being proposed. Assuming th a t  $18 m i l l io n  i s  
a p p ro priated  on J u ly  1, 1985, th a t the lo a n  p o r t f o l io  can provide th e  net 
cash f lo w  shown i n  Attachment I I I ,  and th a t  10% i s  the  d iscount r a te ,  
then th e  net present v a lu e  o f these a p p ro p ria tio n s  as o f J u ly  1 , 1985 is  
$117.3 m i l l io n .

Although no d ir e c t  q ue stio n  was asked regard ing  the p h ilo so p h y  behind AID A 's 
involvem ent in  t h is  p r o je c t,  I  b e lie v e  i t  to  be o f  paramount Im portance. We 
approach t h is  p ro je c t as an in ve stm e n t, both in  needed In fr a s tr u c tu r e  and 
d iv e r s i f ic a t io n .  We b e lie v e  t h a t ,  a f t e r  some i n i t i a l  s ta te  a s s is ta n c e , the 
p ro je c t w i l l  s t a r t  g en e ra tin g  income f o r  the general fund. E v e n tu a lly , the 
p ro je c t should pay fo r  i t s e l f  many tim es o ve r, and q u ite  p o s s ib ly  be a m ajor 
source o f s ta te  revenue when o th e r sources have d w indled.

Please l e t  me know i f  you have fu r th e r  q u e s tio n s .

S in c e re ly ,

E xecutive  D ire c to r

BLW:ec

Enclosures

cc; Mary N ordale, Commissioner, Department o f  Revenue 
Loren Lounsbury, Commissioner,

Department o f  Commerce & Economic Development



Estimated cash flows from Department of Revenue loan portfolio (000)

Year VETS * Smoll ' 

Bus/Rev

Small (a) 

Bus/Bank 

(Estimate. .594)

Comm Fish Tourism/

Rev.

Tourism/ (b) 

Bank

(Estimate, 1.185)

Child

Care

Historic

District

Gross (c) 

Total

Not (d)

Total

(.95)

86 9247 1791 1064 6105 141 167 5 22 18,542 17,615
87 9034 1746 1037 5786 141 167 4 22 17,937 17,040
88 8784 1639 974 5409 141 167 3 22 17,139 16,282
89 8554 1508 896 4243 141 167 2 18 15,529 14,753
90 8379 1430 849 3870 129 153 1 14 14,825 14,084
91 8343 1339 795 3233 III 132 14 . 13,967 13,269
92 8042 1221 725 2037 105 124 14 12,268 11,655
93 7409 973 578 837 tot 120 14 10,032 9,530
94 6955 569 338 214 97 115 7 8,295 7,880
95 6851 216 128 34 95 113 7,437 7,065
96 6814 37 22 92 109 7,074 6,720
97 6532 85 101 6,718 6,382
98 6174 39 46 6,259 6,042
99 6038 6,038 5,736

2000 5998 5,998 5,698
01 5899 5,899 5,604
02 5096 5,096 4,841
03 4254 4,254 4,041
04 4035 4,035 3,833
05 3925 3,925 3,729
06 3865 3,865 3,672
07 3182 3,182 3,023
08 1709 1,709 1,624
09 521 521 495
10 98 98 93
II 20 20 19

Notes

(a) Cash flow figures available only for Dept, of Commerce sorvlcod loans, of 110,473.7 principal balance. Estimate of cash flow of bank serviced

loans of $6,221.3 balance assumed to be proportional to relative principal balances, l.o. 6,221.3 / 10,473.7 * .5 9 4

<b) Cash flow figures available only for Dept, of Commerce serviced loans, of $1,097.4 principal balance. Estimate of cash flow of bank sorvlcod

loans of $1,300.0 balance assumed to be proportional to relative principal balances. I.e. 1,300.0 / 1,097.4 - 1.185

1
(c) No cash flow figures are Included for Fishery Enhancement loans since they were not available. It Is expected that any significant cash flows

would be well Into the future and hence not available during the critical early years.

<d) Net figures are adjusted to take Into account estimated delinquency and defaults as well as servicing costs, assuming not figures are 95$ of

gross figures. >



ATTACHMENT I I

Balance in Econonmic Development Fund in response to Question 3. Assumes that 
funds can be reinvested at a 10% rate of return.

F is c a l

_ I ear Cash Flow from Loans (000) Fund Balance (000)

1995 7,060 7,060

96 6,720 14,486

97 6,382 22,317

98 6,042 30,590

99 5 ,736 39,385

2000 5,698 49,022

01 5,604 59,528 ;

02 4,841 70,322

03 4,041 81,395

04 3,833 93,367

05 3,729 106,433

06 3,672 120,749

07 3,023 135,846

08 1,624 151,055

9 495 166,656

10 93 183,414

11 19 201,775

12 221,952

13 244,147

14 268,562



ATTACHMENT III

C a lc u la t io n  o f  a h y p o th e tic a l fund balance, based upon cash flow s o f  
Attachm ent I ,  $18 m i l l io n  on J u ly  1, 1985, and assumed reinvestm ent ra te  o f  
10%.

F is c a l
“ Year Cash Flow from Loans (000) Fund Balance

1986 17,615 37,415

87 17,040 58,197

88 16,282 80,298

89 14,753 103,081

90 14,084 127,473

91 13,269 153,489

92 11,655 . 180,493

93 9,410 207,952

94 7,880 236,628

95 7,065 267,355

96 6,720 300,811

97 6,382 337,274

98 6,042 377,043

99 5,736 420,484

2000 5,698 468,230

01 5,604 520,657

02 4,841 . 577,564

03 4,041 639,361

04 3,833 707,130

05 3,729 781,572

06 3,672 863,401

07 3,023 952,764

08 1,624 1,049,665

09 495 1,155,126

10 93 1,270,732

11 19 1,397,824

12 1,537,607

13 1,691,367

14 1,860,504

15
2,046,555



BILL SHEFFIELD, G O V E R N O R

D E P A R T M E N T  O F  R E V E N U E

T R E A SU R Y  DIVISIO N

ELEVENTH FLOOR 
STATE OFFICE BUILDING 
POUCH SB
JUNEAU. ALASKA 99811 
PHONE:

A p r il  15, 1985

The Honorable A r l is s  S turg ulew ski 
Chairman
Resources Committee 
A laska Senate 
Pouch V
Juneau, AK 99811

Dear Senator S tu rg u le w sk i:

T h is  l e t t e r  is  in  response to  the requests contained in  your A p r i l  1 
le t t e r  on s ta te  loans th a t  may be used in  f in a n c in g  the DeLong Mountain 
T ra n s p o rta tio n  p r o je c t.  The responses are in  as much d e t a i l  as is  a v a ila b le  
a t t h is  tim e.

1. I t  has been suggested th a t  $142 m i l l io n  in  s ta te  loans h eld  by the
Department o f  Revenue be tra n s fe rre d  to AIDA bonds. I  would l i k e  to know 
the  make up o f  those lo a n s . What is  the amount o f each category (such as 
ve te ra n s, commercial f is h in g ,  sm all b u s in e ss, to u ris m , f is h e r ie s  enhance­
ment, c h ild  care and h is t o r ic a l  d i s t r i c t s ) ,  the in te r e s t  ra te s  by category 
and the m a tu r ity  dates? What is  the amount o f money by category th a t 
re turn s  to a re v o lv in g  lo a n  fund p ool and what amount return s to  the 
general fund? I f  any re v o lv in g  loan funds are tra n s fe rre d  to AIDA, how 
does th a t a f fe c t  the fu tu r e  a b i l i t y  o f  those r e v o lv in g  funds to meet the 
p u b lic  demand fo r  loans?

The fo llo w in g  amounts- o f loans are h e ld  in  the general fund and se rv ic e d  
by the Department o f  Commerce and Economic Development as o f  February 28, 
1985:

Type

Average
Amount I n t e r e s t . .  Average
($ 000) Rate -  M a tu r ity

Veterans 
Sm all Business 
Commercial F ish  
Tourism 
C h ild  Care 
H is t o r ic a l  D is t r ic t  
F is h e r ie s  Enhancement

123.7 6.67 1993
6 .8 0 4 .2  7.96 N/A

140,195.3 7.39

82.291.4  6.92% 2003
18.573.5 8.49 1993
29,809.3  7.81 1991

2 ,5 7 5 .2  8.07 1996
18.0 5.83 1989

T o ta l

1 /  Net o f .5% se rv ic e  fe e  on loans serviced by Commerce and an estim ated
.125% Commerce s e rv ic e  fe e  on loans se rv ic e d  by banks. The bank se rv ic e s  ’ 
fees are a lso  n e tte d  out.



Hon. Arliss Sturgulewski
April 15, 1985
Page 2

These loans would be tra n s fe rre d  to AIDA w ith  the exception o f an 
estim ated  $19,873,000 o f commercial f is h  loans which are secured by 
p e rm its . Only the s ta te  is  a u th o rize d  to hold  p erm its as c o l la t e r a l.

To make up por th is  d e fic ie n c y , AIDA would take up to  $19,873,000 in  loans 
held  by the Department o f Commerce and Economic Development. Commerce had 
$48,402,500 o f commercial f is h  loans as o f  January 31, 1985 o f  which an 
estim ated  $16,118,000 were not backed by perm its  and would be taken by 
AIDA.

A l l  o f the payments on the general fund lo a n s , both p r in c ip a l and 
in te r e s t ,  re tu rn  to  the general fund . T ra n s fe r o f  these loans to  AIDA 
w i l l  reduce the amount o f general funds a v a ila b le  fo r  a p p ro p ria tio n  in  
FY 86 and fu tu r e  ye ars. I t  w i l l  not a f fe c t  the a b i l i t y  o f the re v o lv in g  
loan funds to meet lo a n  demand.

I
Even w ith  AIDA ta k in g  some Commerce lo a n s , the D epartm ent's a b i l i t y  to  
meet lo a n  demand should n o t be im paired. The e stim ated  $16,118,000 in  
Commerce's commercial f is h  loans taken by AIDA would be replaced w ith  a 
roughly e q u iv a le n t amount, the $19,873,000 in  e stim ated  general fund 
commercial f is h  loans secured by p e rm its , by tr a n s fe r r in g  these loans from 
the general fund to Commerce.

2 . What is  the  expected cash flo w  ( p r in c ip a l and in te r e s t )  by year from 
J u ly  1, 1985 th a t  would re tu rn  to  the s ta te  over the terra o f the loans i f  
they remained in  the Department o f  Revenue?

See attached ta b le  fo r  scheduled cash flo w . A c tu a l cash flo w  may be 
accelerated  due to  lo a n  prepayments, r e s u lt in g  in  a re d u c tio n  o f t o t a l  
in te r e s t  from  th a t scheduled.

3. What is  the expected f in a n c ia l  s h o r t f a l l  in  s ta te  revenue in  FY 86 as a 
r e s u lt  o f  tr a n s fe r r in g  these loans to  AIDA? Has any adjustm ent been made 
to  the A d m in is tr a tio n 's  budget fo r  FY 86 to  r e f le c t  t h is  income reduction?

In  our e f f o r t  to  m inim ize the impact on the FY 86 general fund revenues, 
the a d m in is tra tio n  b e lie v e s  th a t  no n e t adjustm ent w i l l  be re q u ire d  to  the 
FY 86 budget by the a p p ro p ria tio n  o f the loans to  AIDA. The a d m in is tra tio n  
proposes to  u t i l i z e  the  $17.8 m i l l io n  cash flo w  from  loans h e ld  by the 
Department o f Revenue as a s u b s t itu te  f o r  the a p p ro p ria tio n  o f  $18 m i l l io n  
in  general funds now contained in  the G overnor's loan budget fo r  t h i 3 

p ro je c t. T h is  w i l l  o f fs e t  the re d u c tio n  in  g eneral funds a v a ila b le  fo r  
a p p ro p ria tio n  a r is in g  from the a p p ro p ria tio n  o f the lo a n s . T h is  re d u c tio n  
would be $17.8 m i l l io n  fo r  FY 86 based on the scheduled payments shown in  
the attached ta b le . T h is  would be composed o f approxim ately $10 m i l l io n  
in  in te r e s t  and $7.8 m i l l io n  in  p r in c ip a l repayments.
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The a d m in is tr a tio n  would propose th a t the cash needed to support the 
p ro je c t could be o btained in  p art by g iv in g  AIDA the  a u th o r ity  to  use $12 
m i l l io n  a lre a d y appropriated  to  th a t agency. T h is  would be combined w ith  
a p p ro xim a te ly  $3 m i l l io n  o f funds a v a ila b le  from  la s t  y e a r 's  a p p ro p ria tio n  
fo r  t h is  p r o je c t.

I t  should be noted th a t the amount o f cash f lo w  from  these loans included 
in  the E xecutive  Budget 1986 as amounts a v a ila b le  fo r  a p p ro p ria tio n  is  
$31.3 m i l l io n ,  composed o f $13.3 m i l l io n  in te r e s t  and $18 m i l l io n  
p r in c ip a l repayments. The budget e stim ate  is  h ig h e r than the scheduled 
payments f o r  two reasons. One is  th a t prepayments on loans r e s u lt  in  
g re a te r amounts o f p r in c ip a l re c e ip ts  than scheduled. The o th e r is  th a t 
t h is  response to  your q ue stio n s  has been done in  much g reater d e t a i l  thar. 
the budget e s tim a te s.

A f is c a l  note fo r  $17.8 m i l l io n ,  r e f le c t in g  the scheduled re d u c tio n  in  
FY 86 revenue, w i l l  be subm itted fo r  the a p p ro p ria tio n  o f the $142 m i l l io n  
in  lo a n s . The d iffe re n c e  between the scheduled payments and the budget 
e s tim a te , $13.5 m i l l io n ,  w i l l  be a downward adjustm ent to  the ne xt revenue 
estim ates which w i l l  be made in  June. T h is  adjustm ent has not been 
in co rp ora te d  in  the A d m in is tr a tio n 's  FY 86 budget. The A d m in is tra tio n  
does n ot b e lie v e  t h is  adjustm ent m a te r ia lly  a ffe c ts  the March revenue 
fo re c a s t.

4. What is  the t o t a l  amount o f in te r e s t  th a t is  expected to be returned to
the s ta te  from  the $142 m i l l io n  over the l i f e  o f the loans c a lc u la te d  as
o f J u ly  1, 1985?

A p proxim ately  $71.6 m i l l io n  in  in te r e s t  would be received  by the s ta te  
from  J u ly  1 , 1985 through 2011 from the lo a n s . The loan  balances are 
estim a te d  to  t o t a l  $135.9 m i l l io n  on J u ly  1 , 1985. The amount re ceived  by 
the  general fund would be somewhat reduced by s e rv ic e  fees re ta in e d  by 
Commerce.

5. What is  the t o t a l  amount o f in te r e s t  th a t the s ta te  would expect from the
$142 m i l l io n  in  loans p lu s  the $18 m i l l io n  in  general fund e xpen ditu re  i f
t h is  $160 m i l l io n  were n ot tra n s fe rre d  to  AIDA?

Over the p erio d  o f years to 2015, assuming compounding and an average rate  
o f in te r e s t  o f  10%, t o t a l  in te r e s t  would come to  $1,984.3  m i l l io n .  The 
present va lu e  o f t h is  in te r e s t  would be $113.7 m i l l io n  a t a 10% d isc o u n t 
r a te .

I m p l ic i t  in  the q uestion  is  an assumption th a t the cash flo w  from the 
loans and the $18 m i l l io n  w i l l  not be spent i f  i t  is  not appropriated  to 
AIDA. I f  i t  is  spent, the s ta te  would o f  course re c e ive  no in te r e s t  on 
the $18 m i l l io n  and o n ly  the $71.6 m i l l io n  on the lo a n s .
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6 . W i l l  the tr a n s fe r  o f the $142 m il l io n  in  loans to  AIDA r e s u lt  in  increased 
requests t h is  year or in  fu tu re  years fo r  the va rio u s  s ta te  loan programs 
since the p r in c ip a l and in te r e s t  w i l l  not flo w  back to  the general fund or 
a r e v o lv in g  fund as expected?

T ra n sfe r o f the $142 m i l l io n  w i l l  not g e n e ra lly  a f fe c t  re v o lv in g  fund cash 
f lo w  and w i l l  n o t re q u ire  increased requests fo r  Commerce lo an  programs in  
the fu tu r e .  See q u e stio n  / / l .

HAN/gb
85-57

Enclosure

cc: Hon. Loren Lounsbury, Commissioner DCED
B ert Wagnon, E xe c utive  D ire c to r , AIDA



G eneral Fund Loans to  be A ppropriated to  AIDA 
E stim ated Cash Flow (P r in c ip a l and In te r e s t )

{$ 0C0)

F is c a l Sm all Commercial C h ild
Year Veterans Business F ish Tourism Care
1986 9,247 2,855 6,105 308 5
1987 9,034 2,783 5,786 308 4
1988 8,784 2,613 5,409 308 3
1989 8,554 2,404 4,243 308 2
1990 8,379 2,279 3,870 282 1
1991 8,343 2,134 3,233 243
1992 8,042 1,946 2,037 229
1993 7,409 1,551 837 221
1994 6,955 907 214 212
1995 6,851 344 34 208
1996 6,814 59 201
1997 6,532 186
1998 6,174 85
1999 6,038
2000 5,998
2001 5,899
2002 5,096
2003 4,254
2004 4,035
2005 3,925
2006 3,865
2007 3,182
2008 1,709
2009 521
2010 98
2011 20

T o ta l 145,758 197875 31,768 3,099 15

H is to r ic a l
D is t r ic t

22
22
22
18
14
14
14
14

7

147

F is h e r ie s
Enhancement

N/A

6,804
(p r in c ip a l

o n ly )

T o ta l
18,542
17,937
17,139
15,529
14,825
13,967
12,268
10,032

8,295
7,437
7,074
6,718
6,259
6,038
:i,998
5,899
5,096
4,254
4,035
3,925
3,865
3,182
1,709

521
98
20

207,466

T h is  ta b le  represents the cash flo w  to the Department o f Commerce and Economic Development. Cash flo w  to  
the general fund would be fu r th e r  reduced by .5% se rv ic e  fee  on loans serviced  by Commerce and .125% 
s e rv ic e  fee to  Commerce on loans serviced by banks.

Cash flo w  has not been a d ju ste d  fo r  delinquency or d e fa u lt .  Except fo r  commercial f is h  non-perm it lo a n s , 
the s ta te  expects complete recovery on d e fa u lts .  Thus, d elinquency and d e fa u lt  m erely produce lags in  
re c e ip ts . —  —



BILL SHEFFIELD, G O V E R N O R

D E P A R T M E N T  O F  R E V E N U E  e l e v e n t h  f l o o rSTATE OFFICE BUILDING  
POUCH SA
JUNEAU. ALASKA 99811

Summary o f Changes to Tax Revenue Forecast 

Red Dog P ro je c t A n a ly s is  -  S ectio n  V

Prepared By:
A laska Department o f Revenue 
Harch 21, 1985

I .  S p e c ia l In d u s t r ia l  In c e n tiv e  Investm ent Tax C re d it

The A laska L e g is la tu re  passed CCSHB 258 la t e  in  the 1984 sesssion 
i n s t i t u t in g  a ta x c r e d it  fo r  new m ining and gas processing o p e ra tio n s. 
T h is  le g is la t io n  was not considered in  develop ing  the e stim ate  o f taxes 
to  be paid  by Cominco. P ro v is io n s  and l im it a t io n s  o f th is  le g is la t io n  
a p p lic a b le  to  Cominco are:

a. The c r e d it  is  granted to m ining  op e ra tio n s  which begin production 
a f t e r  December 31, 1984;

b. Investm ents in  p ro p erty  which are e n t i t le d  to  the fe d e ra l 
investm ent ta x  c r e d it  q u a l i f y  fo r  the in c e n tiv e  c r e d it ;

c. To q u a l i f y  fo r  the c r e d it ,  the investm ent must be made by 
December 31, 19S'>;

d. The c r e d it  may be a p p lie d  a g a in s t the ta xp a y e r's  A laska m ining
lic e n s e  tax and corporate net income ta x l i a b i l i t i e s .

e. The c r e d it  may not exceed 60 percent o f  the t o t a l  tax l i a b i l i t y
fo r  these two ta x types in  any g iven year.

f .  Unused c re d its  may be c a rr ie d  forw ard by fe d e ra l ta x  law .
However, unused c re d its  may not be c a rr ie d  forw ard to  ta x years a fte r  
December 31, 1999.

g. The c r e d it  is  in  place o f the re g u la r  investm ent tax c r e d it  
granted by AS 4 3 .2 0 .0 3 6 (b ).

h. The amount o f investm ent s u b je c t to  c r e d it  is  l im ite d  o the 
f i r s t  $250 m i l l io n  placed in  s e rv ic e  in  the s ta te ; and is  fu r th e r

1 ) 100% o f the 1s t $50 m i l l io n investm ent
2 ) 80% o f the 2nd 50 m il l io n investm ent
3) 70% o f the 3rd 50 m i l l io n investm ent
4) 60% o f the 4th 50 m il l io n investm ent
5) 40% o f the 5 th 50 m il l io n investm ent



i .  The amount o f c r e d it  which may bo a p p lie d  a g a in s t the tax 
l i a b i l i t y  is  the amount o f c r e d it  a llow ed a g a in st fe d e r a l taxes fo r  the 
same in vestm ent. C u rre n tly , the In t e r n a l Revenue Code a llow s a re g u la r 
c r e d it  o f 101, o f  the q u a l i f ie d  investm ent w ith  mandatory re d u c tio n  in  the 
a s s e t 's  d ep re c iab le  b a s is  o f  o n e -h a lf  o f the c r e d it ,  or an o p tio n a l 8% 
r a te  w ith  no b asis  adjustm ent.

j .  E x h ib it  I  re c a lc u la te s  the e stim ated  ta x  l i a b i l i t y  o f Cominco on 
an annual b asis  g iv in g  the e f fe c t  o f the s p e c ia l in c e n tiv e  c r e d it .  T his 
schedule updates the schedule a t 7-66 o f  the Red Dog P ro je c t A n a ly s is , 
February 1984 re p o rt fo r  the "probable" m etal p ric e  fo re c a s t sc en a rio .

I I .  Update on Tax Consequence to  NANA Development C orporation

a. NANA w i l l  be s u b je c t to  the corporate  income ta x  and the m ining
lic e n s e  ta x  on i t s  r o y a lty  income from Red Dog.

b. The com putation o f NANA's m in ing  lic e n s e  ta x  l i a b i l i t y  in  the
February 1984 Red Dog P ro je c t A n a ly s is  a t page 7-68 d id  not consider the 
d e p le tio n  d ed u ctio n . E x h ib it  I I  re c a lc u la te s  NANA's t o t a l  tax exposure 
g iven the  e f fe c t  o f a 151 d e p le tio n  deduction from the n e t proceeds 
r o y a lt ie s .

c. NANA w i l l  not be e n t i t le d  to  a c r e d it  under the s p e c ia l in c e n tiv e  
investm ent ta x  c r e d it  p ro v is io n s  o f AS 4 3 .2 0 .04 2 .

I I I .  M in in g  License Tax R e g u la tio ns

a. S ta tu s

The Department o f  Revenue has d ra fte d  proposed m ining lic e n s e  tax 
r e g u la t io n s . P u b lic  hearings have been h e ld  in  F a irb a n k s, Anchorage and 
Juneau. A ls o , a te le c o n fe re n c e  was h e ld  w ith  Nome. The d ead line  fo r  
w r it te n  comments and te stim o n y  concerning the re g u la tio n s  is  March 31, 
1985.

b. In t e n t

The c u rre n t d r a f t  o f the r e g u la tio n s  attem pts to  in te r p r e t  the 
s ta tu te  and provid e  ru le s  fo r  i t s  a d m in is tr a t io n . The re g u la tio n s  should 
have no e f fe c t  upon the e stim a te  o f  Cominco or NANA's m ining  ta x 
l i a b i l i t i e s  as p ortrayed  in  the o r ig in a l  re p o rt. The d r a ft  p ro vid e s:

1 ) c la r i f ic a t io n  o f who must apply fo r  a m ining lic e n s e  and f i l e  
m ining  ta x  re tu rn s

2 ) in s tr u c t io n s  fo r  o b ta in in g  the three  and o n e -h a lf  year 
exemption c e r t i f ic a t e

3) methods fo r  d eterm in ing  income when mined resources are 
exported from  the s ta te  or commingled w ith  non-m ining products to  form a 
s a la b le  product

4) an e x p la n a tio n  o f the types o f expenses d e d u c tib le  from 
m in ing  income.



RED DOG MINE EXHIBIT I

COMINCO’ S ESTIMATED ANNUAL TAX PAYMENT 
UPDATED TO REFLECT 

INCENTIVE INVESTMENT TAX CREDIT

1989 1990 1991 1992 1993
1994
2008

20 Year 
TOTALS

MLT "P robable” Exempt Exempt Exempt $2.13 $5.25 $ 78.75 $ 86.13

CIT "Probable" $ 4.83 $ 4.83 $ 4.83 4.83 4.83 72.45 96.60

T o ta l Tax L i a b i l i t y 4.83 4.83 4.83 6.96 10.08 151.20 182.73

^ In c e n tiv e  Investm ent Tax C re d it 
( l im it e d  to  607, o f ta x  l i a b i ? i t y ) (2 .9 0 ) (2 .9 0 ) (2 .9 0 ) (4 .2 0 ) (1 .7 6 ) - 0 - (1 4 .6 6 )

Net Income Tax L i a b i l i t y $ 1.93 $ 1.93 $ 1.93 $ 2.76 $ 8.32 $151.20 $168.07

MFT "Probable" .13 .13 .13 .13 .13 2.25 2.90

T o ta l Cominco Estim ated Tax L i a b i l i t y $ 2.06 $ 2.06 $ 2.06 $ 2.89 $ 8.45 $153.45 $170.97

MLT = M ining  License Tax 
CIT = Corporate Income Tax 
MFT = Motor Fuel Tax

^Estim ated Investm ent Q u a lify in g  fo r  C re d it

A v a ila b le  C r e d it :  $50 m i l l io n  x 100% x 10%
50 m i l l io n  x 807® x 107®
50 m i l l io n  x 70% x 10%
36 m i l l io n  x 607, x 107,
T o ta l A v a ila b le

$186.0 m il l io n

5.0 m il l io n
4 .0 m il l io n
3.5 m il l io n
2.16 m il l io n

$14.66 m il l io n

Please n ote: Many o f the fig u re s  used h e re in  were provided
to Revenue and the Red Dog P ro je c t Committee 
by Cominco. They are not the r e s u lt  o f  any 
independent a u d it  a c t iv i t y  o f  t h is  Department.

Prepared by:
Alaska Department o f  Revenue 
A u d it D iv is io n  
March 21, 1985



Exhibit II

NANA AVERAGE ANNUAL STATE TAX LIA B IL IT Y  
BASED ON ROYALTIES RECEIVED 

UPDATED TO MARCH 21, 1985 
( M il l io n s  o f  1983 D o lla r s )

CIT and MLT 
Combined A fte r  
__________ 1991

•

• Average 
Annual 
R o y a ltie s

Average 
Annual 
CIT Due* 
(Begins 
In  1988

Average
Annual
Net
Proceeds
R o y a lt ie s * * *

Average 
Annual 
MLT Due** 
(Begins 

In
H id -1 9 9 1 )

Annual
Taxes
Due
S ta te
During
1988-91

Averag
Annual
Taxes 1
S ta te
A fte r
1991

"Low" $15.24 $1.43 $29.72 $2.08 $1.43 $3.51

"Probable" 25.11 2.36 41.28 2.89 2.36 5.25

"High" 33.78 3.18 50.05 3.50 3.18 6 .6 8

CIT=Corporate Income Tax 
MLT=Mining License Tax

-P ayable  on a l l  r o y a lt ie s  received  over the  l i f e  o f the  m ine. 
" P a y a b le  on a l l  net proceeds r o y a lt ie s  due ( in  a d d itio n  to  C IT ). 
***N e t o f 15X d e p le tio n

Prepared by:
Alaska Department o f  Revenue 
A u d it D iv is io n  
March 21, 1985

Please note: Many o f  the fig u re s  used h e re in  were p rovided
to Revenue and the Red Dog P ro je c t Committee 
by Cominco. They are not the r e s u lt  o f any 
independent a u d it  a c t iv i t y  o f t h is  Department.
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Committee on State Loans dated 02/08/85.

TAPE H U , Side 1 
Recording 
Number 001

Number 015

Number 119

Number 170 

Number 175 

Number 179 

Number 183 

Number 203

ACTION NARRATIVE

Chairman Sund C a lle d  the  meeting to  order at 
3:46 p.m. Members present were 
R epresentatives Sund, C otten, and U e hlin g . 
R epresentative  P h i l l ip s  and R ep resentative  
Frank a lso  attended. R ep resentative  Duncan 
a rr iv e d  a t 4:05 p.m.

Senator Z h a ro ff sa id  th a t the S t. Paul 
Breakwater has received  damage from two 
storm s. SB 186 would a u th o riz e  a loan fo r  
$3.4 m i l l io n  from the D is a s te r  R e lie f  Fund 
to  the D iv is io n  o f R isk  Management to re p a ir  
damage. Z h a ro ff continued to  say th a t the 
p ro je c t is  covered by insurance and the loan 
w i l l  be repaid  from proceeds. A $2.5 
m i l l io n  Federal EDA grant is  c o n d itio n a l 
upon com pletion o f  Phase 1 by June 30.

Mr. Anselm Stack, Deputy Commissioner fo r  
the Department o f  A d m in is tra tio n , w ith  
r e s p o n s ib il ity  f o r  the D iv is io n  o f R isk  
Management. He said  th a t the S t. Paul 
Breakwater f a l l s  under an " a l l  r is k "  p o lic y  
held  by the D iv is io n .  He added th a t the 
d e d u c tib le  under the " a l l - r is k "  program 
coverage amounted to  $600,000, $300,000 per 
storm. The d e d u c tib le  would be p aid  out of 
the annual cash flo w  a p p ro p ria tio n  to the 
D iv is io n .  $3.4 m i l l io n  would e v e n tu a lly  be 
covered by the insurance, which added to  the 
$600,000 d e d u c tib le  equals $4 m i l l io n  t o t a l  
to  re p a ir  the damage.

Chairman Sund asked i f  there  were any design 
d e fe c ts .

Mr. Staack answered th a t he was not aware o f 
any.

R epresentative  Frank asked i f  a l l  c a p ita l  
p ro je c ts  are covered by a l l  r is k  insurance.

Mr. Staack answered th a t most p ro je c ts  are 
covered, but not a l l .

R epresentative  Frank then asked i f  the 
b u ild e rs  were re sp o nsib le  to  p rovid e  r is k



insurance.

Number 206

Number 226

Number 230

Number 240 

Number 245 

Number 250

Number 280

Number 285

Number 290

Number 314

Number 319

Number 354

Mr. Staack answered th a t, in  t h is  case, S t. 
Paul contracted out the Phase 1 c o n s tru c tio n  
through a tra n s fe r  o f r e s p o n s ib il ity  
agreement. He sa id  th a t o fte n  b u ild e rs  
carry insurance.

R ep resentative  Frank said  he thought i t  was 
the b u ild e r 's  r e s p o n s ib il it y  w h ile  under 
c o n s tru c tio n  to  provid e  t h is  insurance.

Mr. Staack answered th a t ,  in  t h is  case, 
there w i l l  be claim s a g a in st the b u ild e r ,  
but th a t the D iv is io n  o f R is k  Management 
b e lie v e s  they have the f i r s t  r e s p o n s ib il it y  
to  go in  and get t h e ir  claim s reim bursed.

R ep resentative  U ehling  asked what kind o f 
insurance they c a rry.

Mr. Staack sa id  th a t there were s e ve ra l and 
th a t i t  i s  good coverage.

R epresentative  D eh lin g  then continued by 
asking when they expected payment from the 
insurance company.

Mr. Stack said  th a t p a r t ia l  payment w i l l  be 
in  120 days, but w i l l  not re c e ive  f u l l  
reimbursement u n t i l  la te  in  the year.

Chairman Sund asked i f  the 4 m i l l io n  d o lla r s  
was an estim ated cost and who would make up 
the $600,000 d e d u c tib le .

Mr. Staack said  th a t i t  was an estim ated 
cost and a p p ro p ria tio n s  from lo ss  reserves 
in  the D iv is io n  o f  R is k  Management would 
make up the $600,000 d iffe re n c e .

R epresentative  Frank asked what the s ta te  
p o lic y  was regarding Insurance, because he 
thought the s ta te  w a sn 't a t r is k  u n t i l  the 
p ro je c t was completed.

Mr. Staack sa id  the department has accepted 
th a t the p ro je c t was s u b s ta n t ia lly  completed 
at the tim e o f the damage.

Mr. C la rk  Gruening, representing  the C ity  of 
S t. P a u l, made h im s e lf a v a ila b le  to answer 
q ue stio n s.



Number 356

Number 450

Number 470

Number 515

Number 525 

Number 536

Number 590

Number 610

There was some d isc u ss io n  regarding 
insurance coverage, and assurances given 
th a t the s ta te  would be repaid  the f u l l  $3.4 
m i l l io n  b efore  S t. Paul received any money.

Chairman Sund suggested th a t the committee 
d r a ft  a l e t t e r  o f in te n t  saying th a t S t.
P aul agrees to  r e lin q u is h  a l l  claim s to the 
insurance settle m e n t and any o th e r claim s 
they may have, in c lu d in g  the amount o f the 
d e d u c tib le .

Mr. Staack said  th a t i f  the insurance 
payment was low , the D iv is io n  o f  R isk  
Management would pay e x tra  and request an 
a p p ro p ria tio n  from the le g is la t u r e .

R ep resentative  C otten made a m otion to  move 
SB 186 w ith  a l e t t e r  o f in te n t  and 
in d iv id u a l  recommendations. There were no 
o b je c tio n s , so the m otion passed.

Chairman Sund opened the m eeting fo r  Red Dog 
testim o ny.

Mr. T e rry  E ld e r, Deputy Commissioner o f 
DCED, t e s t i f ie d  th a t the A d m in is tra tio n  
supports Red Dog, and urged le g is la t iv e  
approval o f the $18 m i l l io n  lo a n . He added 
th a t the Board o f AIDA supports the p r o je c t, 
and expressed h is  b e l ie f  th a t the p ro je c t 
makes sound s o c ia l and economic sense fo r  
A laska.

Chairman Sund commented th a t i t  is  
a p p ro p ria te  fo r  the s ta te  to  fu n c tio n  as a 
f a c i l i t a t o r  in  fin a n c in g  p ro je c ts , but th a t 
the s ta te  should not be put a t r is k  in  t h is  
p ro je c t. He a lso  expressed concern fo r  the 
o p p o rtu n ity  cost to  the s ta te .

Mr. E ld e r addressed the q ue stio n  o f r is k  by 
saying th a t  Cominco is  agreeing to  pay t o l l  
fees th a t  would repay the s ta te  investm ent, 
the o p e ra tio n  and maintenance, minimum t o l l  
payments and o th e r payments necessary to 
repay the s ta te 's  investm ent i f  the mine Is  
delayed or i f  production i s  suspended a fte r  
o p e ra tio n  commences. A ls o , i f  the p ric e  o f 
z in c  goes h igh er than expected, then the 
s ta te  should recover i t s  investm ent a t  an 
accelerated  r a te . He added th a t Nana 
R egional C orporation has agreed to  p rovide 
necessary land to accomodate reasonable



expansion fo r  fu tu re  users.

Number 624 Chairman Sund asked i f  these guarantees are
being made by Cominco L td . in  Canada or C.P. 
R a ilro a d .

Number 626 Mr. B ert Wagnon, E xecutive D ir e c to r  o f  AIDA,
answered th a t the guarantees are made by
Cominco L t d . ,  which has most o f  the
f in a n c ia l  s tre n g th . He emphasized th a t the 
road and p o rt would be owned and operated by
the S ta te  o f  Alaska but th a t a l l  the
o peratio n s and maintenance expense would be 
paid  by the u se rs, 100% by Cominco as long 
as they are the o n ly  u se r. The $18 m i l l io n  
requested would be appropriated  to  the 
Economic Development Fund. A d d it io n a l 
s e c u r ity  w i l l  be re qu ired  to  s a t is f y  the 
bond m arket. He sa id  th a t th e  fin a n c e  p la n , 
being prepared by S tanford  Research 
i n s t i t u t e ,  w i l l  be a v a ila b le  in  la te  A p r i l  
or e a r ly  May o f 1985. He s a id  th a t they 
a lso  want to  a p p ro p ria te ' loans through the 
Department o f  Revenue and d e p o sit them in  
the Economic Development Fund. He sa id  th a t 
t h is  would keep them from coming back to  ask 
fo r  more money n e xt y e a r. He sa id  th a t 
Cominco Is  w i l l in g  to  pay about $260 m i l l io n  
over a 25 year p eriod  in  the form o f t o l l  
fees a lon e . In te r e s t  ra te  on the loans is  
s t i l l  h y p o th e tic a l.

CHANGE TAPE #17, SIDE TWO

Number 119

Number 125 

Number 140

Number 147

Chairman Sund asked how the lo a n  funds would 
be obtained from where they are now in to  the 
Economic Development Fund.

Mr. Wagnon s a id  th a t an a p p ro p ria tio n  b i l l  
fo r  about $130 m i l l io n  would be needed.

Chairman Sund noted chat the t o t a l  being 
requested i s  then $148 m i l l io n  ($130 m i l l io n  
p lu s  $18 m i l l io n . )

Mr, E ld e r s a id  th a t  any fin a n c e  p lan  by SRI 
w i l l  in c lu d e  some bonding fo r  the p r o je c t, 
which would re q u ire  bonding a u th o r iz a t io n  
and assets in  the Economic Development Fund. 
The cash i t s e l f  would n o t be used fo r  the 
p r o je c t, he s a id , but ra th e r  the  bonds. He 
a lso  sa id  th a t he and P aul Engleman have 
estim ated th a t the present v a lu e  o f the 
d ir e c t  corporate taxes and the avoided



tr a n s fe r  costs alone is  $210 m i l l io n ,  not 
in c lu d in g  user fees or anyth ing  e ls e .

Number 200

Number 210

Number 220

Number 222

Number 230

Number 265

Number 273

Chairman Sund asked fo r  a d e ta ile d  account 
o f Mr. E ld e r 's  statem ent about the $210 
m i l l io n .  He a lso  asked Mr. E ld e r v. 
e x p la in  what an avoided tr a n s fe r  payment is .

Mr. E ld e r answered th a t an avoided tra n s fe r  
payment is  l ik e  a w e lfa re  payment th a t the 
s ta te  Is  c u r re n tly  making th a t i t  w o n 't have 
to make a f t e r  the person is  employed.

R ep resentative  C otten asked who c a lc u la te d  
th a t t h is  would amount to $40 m i l l io n .  
Someone answered th a t the $40 m i l l io n  is  
based on estim ates o f the t o t a l  tr a n s fe r  
payments going in to  the re g io n .

R ep resentative  P h i l l ip s  asked about the 
a lle g e d  c o n f l ic t  o f in te r e s t  r is in g  from the 
fa c t  th a t the SRI re p re s e n ta tiv e  preparing 
the fina n c e  p lan  was a form er Cominco 
employee.

Mr. Wagnon expla ined the process by which 
SRI was s e le c te d , and th a t i t  was la t e r  
discovered th a t O la f W olf had been employed 
by Cominco and was drawing a pension. Mr. 
Wagnon sa id  th a t he then became concerned 
about the appearance o f  a c o n f l ic t  o f 
in te r e s t  and requested th a t Mr. W olf be 
removed from the stu d y. SRI then 
s u b s titu te d  Eugene Thayer3 fo r  the s tu d y, 
and since he had good q u a lif ic a t io n s ,  the 
Board o f  AIDA decided to  go ahead w ith  
contra c t w ith  SRI. There was an appeal, 
which was dism issed by the Commissioner o f 
A d m in is tra tio n , so the Commissioner's 
d e c is io n  to  go w ith  SRI is  f i n a l .

R e p resen tative  Duncan asked which is  being 
suggested in  the March 19th le t t e r  to 
Chairman Sund.

Mr. Wagnon answered th a t they are advocating 
Case 4 , which asks fo r  a l l  the money t h is  
ye ar. By c o n tra s t, Case 3 re q u ire s  AIDA to 
come back to the L e g is la tu re  each year fo r  
more money.

Number 316 Mr. E ld e r expla ined  th a t the tim in g  and 
amount o f the bond s a le  is  d if fe r e n t  in  the 
d if fe r e n t  cases.



Number 366 Chairman Sund asked about the statem ent in  
the same le t t e r  which says th a t no p ro v is io n

has been made to  repay the s ta te  
c o n tr ib u tio n .

Number 372

Number 387

Number 395

Number 410

Number 420

Number 457

Mr. Wagnon said  th a t the  statem ent r e s u lts  
from the assuming a bond in te r e s t  ra te  o f 
10.5% and th a t $155 m i l l io n  in  bonds would 
be issu ed. In  t h is  case, the s ta te  would 
n ot be repaid  u n t i l  the $155 m i l l io n  In  
bonds had been l iq u id a te d , a f t e r  25 years.

R ep resentative  Duncan asked i f  SRI shares 
the concern th a t there should not be a la rg e  
o r repeated a p p ro p ria tio n .

Mr. E lder answered th a t since SRI is  working 
fo r  AIDA, they would share AIDA's concern.

Chairman Sund expressed concern th a t ,  since 
AIDA (as represented by the commissioners) 
and the Governor are in  fa vo r o f t h is  
p r o je c t, there  are v a ry in g  re p o rts  as to 
what the cost to  the s ta te  w i l l  be, 
depending on who you t a lk  to . By the tim e 
the SRI re p o rt is  ready, the $148 m i l l io n  
w i l l  a lready have been a pp ropriated .

Mr. E lder sa id  th a t i f  you lo o k  a t the 
re tu rn s , the cost to  th e  s ta te  is  in  fa c t  a 
p r o f i t .

Chairman Sund requested a d r a ft  o f the 
a p p ro p ria tio n  b i l l .  The m eeting was 
adjourned a t 5:00 p .m ., to  be reconvened a t 
3:30 p.m. on March 27, 1985.
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