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* S ec. 10. A S  4 3 .65 .018(a ) is am ended  to read:

(a) S u b je c t to  (d) o f  th is  sec tio n , fo r  [FOR] cash  co n trib u tio n s accep ted  for 

d ire c t in stru c tio n , research , and educational sup p o rt pu rposes, includ ing  lib rary  and 

m u seu m  acqu isitions, and con tribu tions to endow m ent, by an  A lask a  un iversity  

fo u n d a tio n  o r by a  nonprofit, pub lic  o r p rivate , A laska tw o -y ear o r fo u r-y ear co llege 

acc red ited  by a reg ional accredita tion  associa tion , a n d  fo r  c o n tr ib u tio n s  a c c e p te d  bv 

a  n o n p r o f i t  n o n c o m m e rc ia l p u b lic  A la sk a  e d u c a tio n a l ra d io  o r  te lev ision  n e tw o rk  

o r  s ta t io n  a n d  c o n tr ib u tio n s  to  e n d o w m e n ts  e s ta b lish e d  to  b e n e f it  th o se  s ta tio n s . 

a  p e rso n  engaged  in the b rs in ess  o f m in in g  in the state is a llo w ed  as a c red it against 

the  tax  due u n d er this chap ter

(.1) 50  percen t o f  con tribu tions o f  not m ore than $100 ,000 ; and

(2) 100 percen t o f the nex t $400 .000  [$100 ,000] o f  con tribu tions.

* S ec . 11. A S 4 3 .65 .018(d ) is am ended  to read:

(d) In  each  tax  v ea r. c o n tr ib u tio n s  [A C O N T R IB U T IO N ] claim ed as a credit 

u n d e r  th is sec tion  m ay not

(1) be c la im ed  as a c red it under another p ro v is io n  o f this title;

(2) be a llo w ed  as a  d e d u c tio n  a g a in s t  th e  ta x  im p o sed  bv  th is

c h a p te r  o r  a s  a d e d u c tio n  a g a in s t  a n o th e r  ta x  im p o sed  bv  th is  title : and

(3) [(2)] w hen co m b in ed  w ith credits taken du rin g  the taxpayer's  tax

y e a r  u n d e r AS 21 .89 .070 , AS 43 .20 .014 , AS 43 .55 .0 1 9 , AS 4 3 .5 6 .0 1 8 , or

A S 4 3 .7 5 .0 1 8 , exceed  $450 ,000  [$150,000].

* S ec . 12. A S 43 .7 5 .0 1 8 (a ) is am ended  to read:

(a) S u b je c t  to  (d ) o f  th is  sec tio n , fo r  [FO R ] cash  co n trib u tio n s accep ted  for 

d irec t in stru c tio n , researcn , and  educational support pu rposes, includ ing  lib rary  and 

m u se u m  acqu isitions, and  co n trib u tio n s  to endow m ent, by an A lask a  university  

fo u n d a tio n  o r  by a nonprofit, public  o r  private , A laska tw o -y ear o r  fo u r-y ear co llege 

accred ited  by  a regional accreditation  associa tion , a n d  fo r  c o n tr ib u tio n s  a c c e p te d  bv 

a  n o n p r o f i t  n o n c o m m e rc ia l p u b lic  A la sk a  ed u c a tio n a l r a d io  o r  te lev ision  n e tw o rk  

o r  s ta t io n  a n d  c o n tr ib u tio n s  to  e n d o w m e n ts  e s ta b lis h e d  to  b e n e fit  th o se  s ta tio n s . 

a p e rso n  en g ag ed  in a fisheries b usiness is allow ed as a c red it aga inst the  tax due 

u n d e r th is ch ap te r
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(1) 50 p e rcen t o f  contribu tions o f  not m ore than  S I 00 ,000 ; and

(2) 100 percen t o f  the next $ 4 00 ,000  [$100,000] o f  con tribu tions.

* S ec. 13. AS 43 .75 .0 1 8 (d ) is am ended  to read:

(d) In  each  tax  v e a r . c o n trib u tio n s  [A  C O N T R IB U TIO N ] c laim ed  as a  cred it 

u n d er this sec tion  m ay not

(1) be  c la im ed  as a cred it u n d er ano ther p ro v is io n  o f  th is title ;

(2) b e  a llo w ed  as a  d e d u c tio n  a g a in s t th e  ta x  im p o se d  b v  th is  

c h a p te r  o r  a s  a d e d u c tio n  a g a in s t  a n o th e r  ta x  im p o sed  b v  th is  t i tle :  and

(3) [(2)] w hen com bined  with cred its  taken du rin g  the tax p ay er's  tax  

y ea r u nder AS 21 .89 .0 7 0 , AS 43 .20 .014 , AS 43 .55 .019 , A S  4 3 .5 6 .0 1 8 , o r 

AS 43 .65 .018 , ex ceed  $ 4 50 ,000  [5150,000].

* S ec . 14. This A ct applies to tax years beginning  afte r the D ecem b er 31 that p reced es the 

e ffec tiv e  date  o f this Act.

* S ec . 15. T his A ct takes efi rc t January  1, 1996.
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HB 315 
BY M ARTIN

O n  p a g e  3, line 17, insert the f ollowing language:

(k) Subject to appropriation a n d  c o n d i t i o n e d  u p o n  at least 5 0  

p e r c e n t  private enterprise m a t c h i n g  f u n d s  b e i n g  m a d e  available, the 

b o a r d  m a y  a w a r d  the following grants:



/ K l a c / h ) 7 u n  (

9-G H0053V A.1  

B a n n is te r  
4 /2 6 /9 5

A M E N D M E N T

O F F E R E D  IN  T H E  H O U S E  F Y  R E P R E S E N T A T IV E  N A V A R R E

T O : HB 315

1 P age 1, line 1, fo llow ing  " re la tin g  to  the":

2 In se rt " A la sk a  S c ien ce  a n d  T ec h n o lo g y  F o u n d a tio n  a n d  to  the"

3 P ag e  1, line 2:

4 D e le te  "an d "

5 F ag e  1, line 4, fo llow ing  "p ro jec t" :

6 In se rt a n d  re la t in g  to  a  fe a s ib ility  s tu d y  to b e  c o n d u c te d  c o n c e rn in g  th e

7 e s ta b l is h m e n t  o f  a  C h a lle n g e r  L e a rn in g  C e n te r  fo r  the s tu d y  o f  sc ien c e  a n d  tech n o lo g y "

8 P age  4 , fo llo w in g  line 2:

9 In se rt a new  bill section  to read:

10 "* S ec. 8. C H A L L E N G E R  L E A R N IN G  C E N T E R  F E A S IB IL IT Y  S T U D Y . T h e  .Alaska

11 A e ro sp ace  D ev e lo p m en t C orpora tion  shall co n d u c t a feasib ility  study  on  the techn ical,

12 financia l, and  eco n o m ic  feasibility  o f  estab lish ing  in the state a C h a llen g e r L ea rn in g  C en ter

13 th a t is fo r the study  o f  sc ience and techno logy  and  that is m o d e led  a fte r the C h a llen g er

14 L ea rn in g  C en ter p rog ram  estab lished  by the C h allen g er C enter for S p ace  S cience E ducation .

15 T h e  feasib ility  study  shall consider K enai and  various o ther lo ca tio n s  fo r the cen te r. T he

16 co sts  o f  the study  shall be paid  as follow s:

17 (1) on e-q u arte r by the A lask a  A ero sp ace  D ev e lo p m en t C o rp o ra tio n ;

18 (2)~~0ne-quaiTgr b y lh e  Ala sk a  Ind u stria l-D e v e lo p m a n t-im d  E x p o rt A u tho rity ;

19 4 0 - ^ onfe-q u artc r  by -thc A laaka -S d c rTcc  an d  T ed u iu lu g y H F o u n d atie fl^ fln d

20  (4)- one-quarter by the m unicipalities, includ ing  K enai, d esiring  co n sid era tio n

21 as p o ss ib le  locations fo r the center."

p r v u /
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To; Kurt Parkan S(l y\

Special Staff Assistant ■ { • .  VT-
Office^th^jGovernor ^ " ' J

From: William FcSnell
Executive Director ,  - r . . .''4-"";Cu

- ■

Date: March 7, 1995

Subject: Low-Rank Coal-Water Fuel Demonstration Project

The following is a brief synopsis and status report on the Low-Rank Coal-Water Fuel
Project:

Background & History

• Low-rank coal-water fuel (LRCWF) is a quasi-liquid substance made by combining 
finely ground, subbituminous coal with water and subjecting it to a high pressure 
process. The resulting product is non-toxic fuel which can be used as a direct 
replacement for heavy oil. Attachment No. 1 is a brochure which explains the 
process and the benefits of the product.

• Initial research into the LRCWF process was funded, in part, by the Alaska Science 
and Technology Foundation (ASTF) as a pilot project at the Energy and 
Environmental Research Center’s (EERC) laboratory facilities in Grand Fork, North 
Dakota. The pilot project proved that a very high grade, clean burning LRCWF 
could be made from Alaskan subbituminous coal.

• Following the successful pilot testing, a consortium group comprised of several 
Alaskan businesses, coal experts and EERC was formed with the goal of’ 
commercializing the technology. In 1992, the consortium submitted a giant 
application to ASTF for proposed joint funding with the U.S. Department of Energy
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and the consortium members. The purpose of the grant was to construct and 
operate a demonstration facility in Alaska. The overall program cost, including in- 
kind contributions by consortium members, was estimated at approximately $25 
million.

The proposed Demonstration Project is intended to: 1) demonstrate on a commercial 
scale basis that LRCWF can be manufactured at a competitive cost; 2) establish 
through test burning, the product’s combustion characteristics and performance in boiler 
applications; and 3) make the LRCWF product available in quantities of sufficient size to 
allow potential industrial users to perform test burns at their own facilities. (Attachment 
No. 2 provides additional background information on the Demonstration Project.)

AIDEA's Involvement

• Because of the size of the proposed Demonstration Project, ASTF approached 
AIDEA in November 1993, seeking assistance and participation in the project as the 
Grant Recipient and administrator of the project (see Attachment No. 3). AIDEA's 
Board in February 1994, approved our participation in the initial phase of the project.

• The Demonstration Project is divided into two phases. Phase 1, which is currently in 
progress, is designed to formally organize the consortium, perform additional market 
assessments, firm up cost estimates and prepare the grant application for DOE 
participation. Phase 2 will be the actual construction and operation of the plant.

• Phase 1 work is currently in progress and will be complete by early April 1995. Our 
involvement in Phase 2 will be subject to the results of Phase 1, receipt of federal 
participation, continued ASTF grant funding and Board approval. It is assumed that 
AIDEA would again serve as the grant recipient under Phase 2.

Funding Status

• The total cost for Phase 1 of the project is $429,200. Of this amount, $185,000 are 
grant funds from ASTF. In addition to the ASTF grant, AIDEA is contributing 
$30,000 and the consortium members are contributing in-kind services and 
matching funds in the amount of $214,200.

* Subject to the successful conclusion of Phase 1 and several additional conditions, t 
ASTF has approved another $3,615,000 toward Phase 2 of the project (see 
Attachment No. 4).
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• The total cost of Phase 2 is currently estimated at approximately $22,000,000. 
Federal funding in the amount of $10,250,000 is being sought in the form of a grant 
through DOE. In addition to the ASTF grant amount, the balance of $8,075,000 will 
be made up as contributions from consortium members (see Attachment No. 5). 
Although AIDEA may participate in Phase 2 as the Grantee, we do not anticipate 
making any further contributions of AIDEA funds toward the project.

• To apply for the DOE grant and have any reasonable hope for securing federal 
participation, it will be essential that the State of Alaska show a strong financial 
commitment toward the project. Although ASTF has tentatively committed to 
funding the full amount requested, due to certain statutory limitations governing the 
split of funding between large projects and small projects, ASTF may not be allowed 
to obligate the full amount in a single year without legislative approval.

Project Benefits

♦> The potential benefits of the project to Alaska fall into two major categories: 1) short 
term benefits generated during the three year demonstration period; and 2) long 
term benefits if the demonstration project is successful and results in the 
development of a commercial scale LRCWF plant.

• Short Term Benefits:

- A $4 million state investment will be leveraged into a $25 million project which 
will be constructed and operated over a three year period.

- With the exception of $5 million purchase and fabrication of equipment all 
remaining project moneys will be expended in Alaska.

- During the 18 month operational period, the project will create approximately 23 
new full time jobs in the Fairbanks area.

- The project will be located at the University of Alaska-Fairbanks. The 
manufacturing facilities, which have a value of approximately $7 million will 
remain at the University and be available for research purposes after the 
demonstration phase has been completed.

• Long Term Benefits:



- The primary, long-range objective of the Demonstration Project is to create a 
economically viable means to develop the Beluga Coal Fields and to be able to 
compete in the world coal market.

- Development of a commercial scale LRCWF plant, dock and related 
infrastructure would be a $200 million project and take two or three years to

- The LRCWF production facility would create a major value added industry and 
also increase Alaska’s total coal exports

- Operation of the commercial plant and mine could create about 200 new, full­
time permanent jobs.

• It is worth noting that, even if the Demonstration Project does not result in the 
commercialization of the technology, Alaska will receive all of the short-term benefits 
at a total investment cost of only $4 million.

Hopefully the above information provides you with a basic understanding of the project 
and some of the issues at hand. Should you have any questions, or require any 
specific details regarding the project, please give me a call.

Ku rt P a r k a n
M a rch  7 , 1 9 9 ' j
P a g e  4

cc: John W. Sibert

h\all\dave\cwfmemo



ALASKAN LOW-RANK COAL-WATER FUEL 
DEMONSTRATION PROGRAM

B a c k g ro u n d The technical feasibility of producing a premium low-rank c o a l - w a t>  r 

fuel (LRCWF) from an Alaskan subbituminous coal from Beluga Cos. 
Co.'s leases west of Anchorage, AK, was demonstrated using the hot- 
water drying (HWD) process developed at the Energy and 
Environmental Research Center (EEPT). LRCWF made in the EERC 
pilot plant was tested in the EERC Combustion Test Facility giving 
almost complete carbon burnout, low boiler-tube fouling and SO2 
emissions well below even the most stringent air quality standards.

M ark e t
P o te n tia l

Beluga coal is part of a deposit around and under the Cook Inlet near 
Anchorage, AK that contains approximately 1.5 trillion tons of low- 
sulfur subbituminous coal. It is thought to be the largest, lowest-cost, 
ultra low S coal near tidewater in the world.

To avoid potential misunderstanding of marketing goals, it should be 
noted that LRCWF is designed to replace heavy oil and/or bituminous 
CWF in existing oil-fired boilers, not bulk steam-coal. The use of 
CWFs is being aggressively pursued in China, Italy, Japan and Russia 
to produce a lower-cost, more stable supply of liquid fuel that can be 
substituted for heavy oil in industrial and utility boilers. In addition, 
since CWF is simply coal suspended in water it is, in contrast to oil, a 
non-hazardous quasi-liquid fuel that has no long term negative 
environmental impact should a major spill occur,

The magnitude of the potential market for coal-water fuels can be 
gauged by the consumption levels of heavy oil in electric utilities in 
Japan, Korea, and Taiwan alone. In 1990 the combined total of 200 
million barrels of oil used by utilities in these countries was equivalent 
to about 80 million tons of LRCWF.

P r o c e s s
E c o n o m ic s

LRC characteristics and site specific requirements have a profound 
effect on costs associated with their conversion arid utilization as 
LRCWFs. For these and other reasons, accurate LRCWF 
production/utilization economics can only be derived after completion 
of demonstration-scale testing and a thorough analysis of the 
commercial site specifics. However, for production of 1MM tpy 
LRCWF near the Beluga mine site, pipeline transportation to a mono­
buoy in Cook Inlet, and ocean transport to Japan, our best estimate of 
the range of costs in dollars per million Btus, CIF Japan, is between 
$2.68-$3.84 U.S. The economic success of a LRCWF venture will 
mainly be determined by the price of heavy oil, although benefits that 
are difficult to quantify and could become important factors include, 
environmental safety, price stability and secure supply.

1
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D e m o n s tra t io n
P ro g ra m

CW F U se  
A s s e s s m e n t

The next step in commercialization is to demonstrate the technology at 
a large enough scale to provide potential LRCWF users with sufficient 
data to develop their own economic analysis and L RCWF for testing in 
their owr, facilities. There is a unique opportunity to demonstrate this 
technology at the Univers'fy of Alaska Fairbanks Power Plant (UAF), at 
a fraction of the cost and time it would take to build a new facility. UAF 
will participate in the demonstration and make their facilities available 
as a significant portion of the cost share for the project.

The project principals are: Usibelli Coal Mine Inc., owner of Alaska's 
only operating coal mine; EERC, developers of the LRCWF 
production/utilization technology; Beluga Coal Co. (a subsidiary of 
Placer Dome U.S. Inc. and Cook Inlet Region, Inc.), one of the large 
coal lease holders in the Beluga field and UAF, owner of the host site. 
Project affiliates include: Alaska Division of Energy; Alaska Industrial 
and Export Authority; Alaska Science & Technology Foundation; 
DRVen Corp.; Energy Pacific Corp.; International Coal Prep 
Consultants, Ltd.; Major International; POWER Engineers, Inc.; Tyonek 
Native Corp.; and the University of Alaska Anchorage.

Funding for the three year demonstration will consist of the following: 
The Alaska Science and Technology Foundation have conditionally 
agreed to provide about $4MM and slightly more than $10MM is being 
sought from the U.S. Department of Energy. The balance, which 
includes, the technology, part of the facilities, much of the equipment, 
all of the test coal required for 18 months of operation, some of the 
engineering and operating manpower, and site permitting information 
will be provided by the participants through their recently formed 
corporation, Alaska Coal-Water Fuels, Inc.

The nominal 150 tpd hot-water drying (HWD) plant will produce about 
twice the amount of fuel needed to run the oil-designed boiler in the 
demonstration plant. Extra fuel will be available for transportation and 
end-use testing at potential LRCWF users facilities, possibilities 
include, CWF-fired diesel engines, small coal-fired boilers for remote 
sites, slurry-fed gasifiers, slagging combustors and a variety of oil- 
designed boilers

2
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ALASKA SCIENCE & TECHNOLOGY FOUNDATION
—  Putting Innovation to Work for Alaska —

M a rc h  1 5 , 1 9 9 5  _

• 7 = > r a n \

2 0 1995The H o n o ra b le  G o v e rn o r  T o n y  K n o w le s  
P O  B o x  1 1 0 0 0 1  
J u n e a u , A K  9 9 8 1 1 - 0 0 0 1

G O V E R N O R  S  O F F IC E
D e a r  G o v e rn o r  K n o w le s :

R E : A S T F  P r o je c t  9 1 - 3 - 1 8 9
L o w  R a n k  C o a l W a te r  F u e l D e m o n s t r a t io n  P r o je c t

The A la s k a  S c ie n c e  & T e c h n o lo g y  F o u n d a t io n  IA S T F J  is  p r e s e n t ly  a s s is t in g  in  
th e  a n a ly s is  o f  w h e th e r  A la s k a 's  s u b -b i tu m in o u s  c o a l c a n  b e  u s e d  to  p r o f i t a b ly  
p ro d u c e  a  lo w  ra n k  c o a l w a te r  fu e l (L R C W F ) f o r  d o m e s t ic  a n d  e x p o r t  m a rk e ts .

Th is p r o je c t  s t a r t e d  o u t  a s  a  s e r ie s  o f  p r o p o s a ls  to  th e  F o u n d a t io n  b y  th e  
C o n s o r t iu m  re p re s e n t in g  th e  p r o je c t ,  c o n s is t in g  o f  th e  E n e rg y  a n d  E n v ir o n m e n ta l 
R e s e a rc h  C e n te r  (E E R C ) in  N o r th  D a k o ta , U s ib e l l i  C o a l M in e , In c . , a n d  B e lu g a  
C o a l C o . The p i lo t  re s e a rc h  w a s  fu n d e d  b y  A S T F  a n d  w a s  c o n d u c t e d  b y  E E R C  
in  N o r th  D a k o ta . A f t e r  e x am in in g  th e  n a tu re  o f  th e  d e m o n s t r a t io n  p r o p o s a l ,  i t  
w a s  d e te rm in e d  th a t  A ID E A  w o u ld  b e  a  m o r e  a p p ro p r ia te  a g e n c y  to  r e p re s e n t  
th e  s t a t e  in  th e  d e v e lo p m e n t  o f  th is  p r o je c t ,  p r in c ip a l ly  in  t e rm s  o f  th e ir  p a s t  
e x p e r ie n c e  in  la rg e  e c o n o m ic  d e v e lo p m e n t  p r o je c t s  s u c h  a s  th is  p r o je c t .  In  
M a rc h  1 9 9 4 ,  A ID E A , a s  p r o je c t  m a n a g e r , s u b m it t e d  a  p r o p o s a l  to  th e  
F o u n d a t io n  f o r  th e  lo w - r a n k  c o a l w a te r  fu e l  p r o je c t  ( 9 1 - 3 - 1 8 9 ) .  T h e  p u rp o s e  o f  
th is  p r o je c t  is  to  d e s ig n , c o n s t ru c t , a n d  d e m o n s t r a t e  a  fa c i l i t y  u s in g  lo w - r a n k  
c o a l w a t e r  fu e ls  in  A la s k a .

A S T F  is  fu n d in g  th e  lo w - r a n k  c o a l w a te r  f u e l  p r o je c t  in  tw o  p h a s e s .  The  
d e c is io n  t o  fu n d  th e  p r o je c t  w a s  b a s e d  u p o n  th e  p r o p o s a l  s u b m it t e d  to  th e  
F o u n d a t io n , th e  te c h n ic a l r e v ie w s  re c e iv e d  b y  th e  F o u n d a t io n , a n d  c o n s id e ra t io n  
b y  th e  B o a rd . T h e  B o a rd  a p p r o v e d  a  tw o -p h a s e  g r a n t  d e s ig n e d  to  h e lp  th e  
c o n s o r t iu m  re a c h  a  c o n s e n s u s  o n  th e  o u t s ta n d in g  is s u e s  w h i le  e n c o u ra g in g  a  
b r o o d -b a s e d  a p p ro a c h  to  m a x im iz e  th e  le v e r a g e  o f  s t a t e  fu n d s  e n d  s u c c e s s fu l ly  
d e v e lo p  a n d  c om m e rc ia liz e  th e  L R C W F  te c h n o lo g y . P h a s e  O n e  a d d r e s s e s  
r e s o lu t io n  o f  is s u e s  s u r r o u n d  th e  le g a l s t r u c t u r e  o f  th e  p r o je c t ,  d e v e lo p m e n t  o f  a  
b u s in e s s  p la n , a n d  o th e r  e f f o r t s  le a d in g  to  th e  p r e p a r a t io n  o f  a  p r o p o s a l  to  th e  
U .S . D e p a r tm e n t  o f  E n e rg y  f o r  th e  b u lk  o f  th e  p r o je c t  fu n d in g . P h a s e  T w o , i f  
a p p r o v e d  a n d  fu n d e d  b y  th e  A S T F  B o a rd , w i l l in v o lv e  th e  d e s ig n , c o n s t ru c t io n , 
a n d  te s t in g  o f  a n  a c tu a l p r o d u c t io n  p r o t o t y p e  fa c i li t y .

A S T F 's  B o a rd  o f  D ir e c to r s  h a s  a p p ro v e d  $ 1 8 5 , 0 0 0  o f  fu n d in g , m a t c h e d  w ith  
$ 2 4 4 , 2 0 0  o f  fu n d in g  f r o m  A ID E A  ( $ 3 0 , 0 0 0 )  a n d  th e  c o n s o r t iu m  ( $ 2 1 4 , 2 0 0 ) ,  f o r  
P h a s e  O n e . P h a s e  T w o  fu n d in g  w i l l d e p e n d  u p o n  th e  s u c c e s s fu l  c o m p le t io n  o f  a

4 5 0 0  D ip lo m a c y  D r iv e . S u i t e  5 1 5 .  A n c h o ra g e . A la s k a  9 9 5 0 8 - 5 9 1 8

T e le p h o n e :  1 9 0 7 )  2 7 2 - 4 3 3 3  
F a x :  ( 9 0 7 )  2 7 4 - 6 2 2 8
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n u m b e r  o f  r e q u ire d  c o n d it io n s . T h o se  c o n d it io n s  in c lu d e d  a d e q u a te  fu n d in g  
c o m m itm e n ts , a  s u i ta b le  b u s in e s s  p la n , id e n t i f ic a t io n  o f  s u i ta b le  m a rk e t s  a n d  e n d  
u s e r s  f o r  th e  fu e l, a n d  th e  a b ili ty  o f  A S T F  u n d e r  i t s  s t a t u t e  to  m a k e  th e  g r a n t  
p a y m e n t s  to  th e  p r o je c t  a s  s c h e d u le d . A S T F  fu n d in g  o f  $ 3 , 6 1 5 , 0 0 0  f o r  P h a s e  
T w o  w o u ld  b e  m a tc h e d  w ith  a p p ro x im a te ly  $ 1 0 . 2  m illio n  f r o m  th e  D e p a r tm e n t  
o f  E n e rg y  a n d  $ 1 1 . 0  m illio n  f r o m  o th e r  s o u r c e s , in c lu d in g  th e  c o n s o r t iu m  
m e m b e rs .

A S T F  b e lie v e s  th e  L R C W F  h a s  th e  p o t e n t ia l t o  o p e n  n e w  m a r k e t s  f o r  A la s k a n  
c o a l. A S T F  a ls o  b e lie v e s  th a t  w ith  a n  a p p ro p r ia te  s t r u c tu r e , d e ta i le d  p la n n in g  
a n d  m a r k e t  r e s e a rc h , c o m m itm e n ts  f r o m  in t e r e s t e d  e n d  u s e r s ,  a n d  s u f f ic ie n t  
fu n d in g  f r o m  th e  U .S . D e p a r tm e n t  o f  E n e rg y  a n d  o t h e r  p r i v a t e  a n d  fe d e r a l  
fu n d in g  s o u r c e s ,  th is  p r o je c t  c a n  b e  o f  g r e e t  b e n e f i t  t o  th e  S t a t e  th ro u g h  a n  
a llia n c e  o f  A la s k a  S t a t e  a g e n c ie s , p r iv a te  e n t it ie s , a n d  th e  fe d e r a l  g o v e rn m e n t . 
S t a t e  fu n d s  c a n  b e  le v e r a g e d  to  d e te rm in e  th e  v ia b i li ty , b o t h  te c h n ic s .  /  a n d  
f in a n c ia l ly , o f  p ro d u c in g  lo w - r a n k  c o a l w a te r  f u e l  f r o m  A la s k a n  c o a l.

I f  y o u  h aw * a n y  q u e s t io n s , p le a s e  f e e l f r e e  t o  c o n t a c t  e i t h e r  m y s e l f  o r  R o b e r t  E. 
H a rr is , D i r e c t o r  o f  T e c h n o lo g y , a t  2 7 2 - 4 3 3 3 .

C o rd ia lly ,

A r / is s  S tu rg u /e w s k i  
In te r im  E x e c u t iv e  D i r e c t o r

c c : K u r t  P a rk a n , S p e c ia l A s s is t a n t  t o  th e  G o v e rn o r  
R i le y  S n e l l ,  A ID E A
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Jim  A yers 
C h ie f  o f  S ta ff 
P .O . B ox  110001 
Ju n eau , A K  99811-0001

D ear M r. A yers:

I am  p leased  to p resen t to you a copy o f  the A laska A erospace D evelopm ent C o rp o ra tio n ’s 
(A A D C ) K odiak  L aunch  C om plex  (K L C ) B usiness Plan. This plan outlines the launch  serv ices 
m arket, launch  site co m p etito rs , facilities, operation, construction  and approvals and  the financial 
ana lysis  o f  the K LC . A s you  can  see, it show s a prom ising  venture fo r A laska w ith o u t try in g  to 
cap tu re 100% o f  the launch  m arket.

On 13 D ecem b er 1995, the A laska Interior D elegation was invited  to a b riefing  by A A D C  
and  M r. D ave E dw ards, V ice  P residen t o f  EOS AT C orporation. A t that briefing , they w ere 
prov ided  A A D C ’s p lans to d eve lop  the Fairbanks Satellite  G roundsta tion  S p acepark  to  su p p o rt the 
em erg ing  com m ercia l p o lar sa te llite  constellations. A lso, Mr. E dw ards p rov ided  a  b rie fing  on  the 
m any  uses o f  rem o te  sensing  d a ta  to satisfy  state requirem ents plus value added  p ro d u c ts  from  
hav ing  a com m ercia l g roundsta tion  in Fairbanks, He also  stated that E O S A T  w as very  in terested  
iri locating  a g ro u n d sta tio n  in the F airbanks area.

S ince that b rie fin g  w e have aw arded  a contract to  FPE  R oen o f  F airbanks to p erfo rm  a 
study o f  all p o ssib le  sites in the F airbanks area and to developm ent a strateg ic  plan . W e have also 
tasked  B R P H , A A D C ’s A rch itectu ra l and Engineering firm , to develop  a  p re lim inary  d esig n  and 
co st estim ate. C o p ies  are enc losed . T o  show  the potential o f  the F airbanks S ate llite  G ro u n d sta tio n  
S pacepark , I m i  also  en c lo s in g  a le tter from  Spectrum  A stro.

T h is is ju s t  an  u p d ate  on o u r progress. I hope to see you at the A ero sp ace  R ecep tio n  on  28 
M arch  1995 in Juneau  th a t w ill be sponsored  by the A laska M unicipal League.

V ery respectfu lly ,

[rector

3601 C Street • Suite 1400 • Anchorage. Alaska 99503 • (907)561-3338 • FAX (907) 561-3339
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S a t e l l i t e  G r o u n d  S t a t i o n  -  F a i r b a n k s ,  A l a s k a



COST ESTIMATE

S A T E L L I T E  T R A C K I N G  S T A T I O N  -  F A I R B A N K S ,  A K

BRPH ARCHITECTS • ENGINEERS, INC. BY: E. M. BRJEL

m to m &

SITE W O RK $ $
C learing 3.0 Ac 1 ,690 5,070
G rading 14,520 S.Y. 1 .014 14,723
P av em en t/B ase 1,200 S.Y. 33 .80 40,560
F encing 1,460 L F . 2 5 .3 5 37,011
Utilities 1 L S . 50 ,0 0 0
A ie a  D rainage 1 L S . 25 ,0 0 0
C urb  & G utter 420 L F . 17 .32 7 ,2 7 5
Security  G a teh o u se 1 L S . 5 ,000
G ra ss 8,000 S.Y. 2.11 16,880

TOTAL SITE W ORK 201 519

BASE BUILDING
A rch/S truct/F inishes 7 ,200 S.F. 8 8 .2 0 635 ,040
R a ise d  Floor 3 ,000 S.F. 12 ,00 36 ,000
Elec.Pow er/L tg/G rounding,Com m . 7 ,200 S.F . 4 3 .4 6 3 1 2 ,912
M echanical-H eat/A -C  Plum bing 7 ,200 S.F . 3 7 .3 0 2 6 8 ,560

TOTAL - BASE BUILDING 1,252,512

U PS 1 L S . 54 ,000
S tan d b y  G en. (500 KW) 1 L S . 145,340

P R O JE C T  TOTAL 1,653,371
C ontingency  -1 0 % 165  '3 7
D esign F e e s  - 6% 109,122
T esting. Soils 1 L S . 20 ,000

SU B TO TA L 1.947.835
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Spectrum Astro, Inc.
 1-------- -—  ____       ADVANCED SPACE SYSTEMS

25 F eb ru a ry  1995

A ttn: M r. P a t L ad n er
A laska A ero sp ace  D evelopm en t C o rp o ra tio n  
S u ite  1400 
3601 C  S tree t 
A nch o rag e , A lask a  99503

VIA. F A C S IM IL E  T O  (907) 561-3339

Subject: E L L E P 3 0  S atellite  System  I-Iigh-Latitude G round  C o n tro l S ta tion  

D e a r  M r. L adner:

I  am  w ritin g  to  confirm  o u r verbal d iscussion  re la ted  to  a h igh  la titu d e  g ro u n d  
co n tro l s ta tio n  fo r th e  ELLEPSO  Satellite System . A s w e  have d iscussed , S pectrum  A stro  
h as  b een  ask ed  to  supp ly  16 satellites, the  satellite  g ro u n d  com m and and co n tro l system , 
as well as o th e r services, along  w ith  a v en d o r financing  package. In  tu rn , w e are ask ing  
o u r v en d o rs  and  su b co n trac to rs  to  p ro v id e  capital financing fo r th e ir portion .

P u rsu an t to  o u r  p rev ious d iscussions, I  re q u est your com m itm ent to  p ro v id e  the  
fo llow ing  facilities and  services in re tu rn  fo r a  5 -year o perating  lease w ith  a  5 -year renew al 
op tion . In itial o p era tio n a l capability  (IO C ) fo r y o u r facility is requ ired  no la ter th an  1 July 
1997. Facility , equ ipm ent, and personnel requ irem en ts a re  as follow s:

Facility:
G eneral O ffice S pace, C lass A  carp eted , fully sprinklered 

Includ ing :

- Ind iv idual offices m inim um  10' x  12'
- O ne  v isito r office 10' x  12' m in
- O ne mini conference ro o m  12' x  15' m in
- O ne large  conference ro o m  24 ' x  30 ’ m in
- F u ll-se rv ice  k itch en /b reak  area
- L o ck ab le  s to rag e  space 10' x  12' m in

O p e ra tio n s  R o o m  -  24 ' x  30 ' min, ca rpe t/tile  O K , sprinklered

O u tsid e  A n ten n a  P ad s  and  H ea ted  R ad o m es- (3) - Suitable fo r 5 m eter d ishes

1440 N. Fiesta BlvcL, Gilbert,  AZ 8S233 Phone (602) 892-8200 / FAX (602) 892-2949
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O th e r C om m ents:

P ro v id e  m inim um  o f  40  park ing  spaces onsite
P ro v id e  on site access o r less th an  10 m inute drive to  2 4 -h o u r quality  food  

service
P ro v id e  c lose p rox im ity  (less than  20  m inutes) to  quality m otel/ho te l 
P ro v id e  d o s e  p rox im ity  (less th an  one hour) to  large com m ercial a irpo rt w ith  

stan d ard  ca rrie r access 
P ro v id e  em ergency  backup  p o w er
P ro v id e  access to  all s tandard  te lephone services and fiber op tic  trunks 
P ro v id e  2 4 -h o u r security , m edical and  fire p ro tec tio n  services as requ ired  onsite  

o r w ith in  c lose p rox im ity  (less th an  10 m inute response)
E q u ip m en t:

P ro v id e  satellite  te lem etry , com m and, con tro l, rad io  frequency  equipm ent, 
am plifiers and  an tennas p e r o u r specifications (T o  B e Supplied - E stim a ted  cost 
n o t to  exceed  $4 m illion. S pectrum  A stro  will p rovide as C u sto m er F urn ished  
E q u ip m en t (C F E ) all necessary  system  softw are)

P erso n n e l:
P ro v id e  tra ined  and certified  satellite  operations personnel (1 p er shift) su itab le 
fo r 2 4 -h o u r o p era tio n s  staffing 365 days per year, including sufficient s ta ff  to  
allow  fo r v aca tio n  and su rg e  needs during  critical operations

P erso n n e l m u st have m inim um  o f  2  years satellite operations experience.
S p ec tru m  A stro  w ill p ro v id e  specialized train ing  on  E llipso  vehicles and overall system  
o p era tio n . W e will also  p ro v id e  expert techn ical advisors to  su p p o rt critical operations.

O u r lease paym ents w ill begin  o n e  year afte r IO C . P lease  s tru c tu re  y o u r lease 
p ay m en t te rm s accord ingly . P lease  resp o n d  w ith  a com m itm ent le tte r confirm ing o u r 
verbal d iscu ssio n s and  th e  g ro u n d  ru les se t fo rth  in this le tte r M LT c lose  o f  business 28 
F e b ru a ry  1995 so  th a t w e  m ay include y o u r  com m itm ent in licensing tran sac tio n s cu rren tly  
b e fo re  th e  F C C .

C all m e a t (6 0 2 ) 8 9 2 -8 2 0 0  (w ) o r  (60 2 ) 813-2310  (h) i f  you have any questions. 
W e lo o k  fo rw ard  to  w o rk in g  w ith  you.

W . D avid  T hom pson  
P residen t

W D T /tc



Ground control
In  F a irb an ks , a sm a ll b u t s ig n if ic a n t  
o p p o r tu n ity  in  th e  sp a ce  b u s in e ss

As Alaska’s oil bonanza at Prudhoe Bay plays out. 
the state must be alert for economic opportunities of 
any stripe, no matter how small or unconventional 
they may be.

Fairbanks is home to one intriguing space-age 
possibility.

It appears to be the best place on the continent for 
steering polar orbit satellites and relaying satellite 
data to Earth.

Fairbanks' advantage comes from a simple fact of 
geogiaphy: The farther north you are, the longer you 
can communicate with a satellite in polar orbit.

That fact gives Fairbanks an edge on two counts. 
First, any satellite, no matter where it's launched, 
needs occasional orbit adjustments to keep from 
falling back to Earth. Second, the longer you can 
contact the satellite , the more data you can 
"download" from it.

Having good air-cargo service, as Fairbanks does, 
is another plus. Some satellites generate so much 
data, it's cheaper to print out the information and 
ship it by air cargo, instead of using more expensive 
telecommunications.

As John Seibert, head of the state's Science and 
Technology Foundation, says of Fairbanks: "It's the 
farthest north (city) with a decent airport, a 
university and a (supercomputer."

Already, one firm wants to bring a portable 
satellite communications unit to Fairbanks, according 
to Pat Ladner, head of the s ta te 's  Aerospace 
Development Corp.

He thinks that with a little help from the state. 
Fairbanks could see a lot more business in the field. 
Tnat's why the space development authority would 
like to build a "satellite servicing" office park there.

Such a building would spare each firm from having 
to locate a site, get zoning and permit approvals, and 
install communication lines All a satellite business 
would have t > do is show up at the office park, plug 
in its computers, consoles and satellite dishes, and it 
would be ready to go. Rental fees would cover the 
state's construction and maintenance costs.

The space authority wants to start small, perhaps 
with only two "offices." But it plans to choose a site 
and a design that will allow adding "offices" as 
demand warrants.

Mr Ladner says the space authority seeks S2 
million in front money to pursue the idea Funding 
sources might include the legislatuie, the Alaska 
Industrial Development and Export Authority, or 
perhaps even local government bonds

Compared to the potential gain, the cost seems 
modest and the risk well within acceptable bounds In 
the early jot age, Alaska's subpolar location enabled 
Anchorage to become the Air Crossroad^ of the World 
Perhaps space-age opportunities will allow Fairbanks 
to become the Satellite Crossroads of the World
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W illiam  Ft. S n e l l 
E x e c u t iv e  D i r e c t o r
A la s k a  In d u s t r ia l D e v e lo p m e n t  a n d  E x p o r t  A u th o r i t y  
4 0 5  W . T u d o r  A v e n u e  
A n c h o ra g e , A la s k a  9 9 5 0 7

D e a r  M r . S n e l l :

Alaska Industrial Development 
and Export Authority

R e :  A S T F  P r o p o s a l N u m b e r  9 1  - 3 - 1 8 9
P o w e r  G e n e ra t io n  f r o m  A la s k a  L o w - ra n k  C o a l-w a te r  F u e ls — C o m m e rc ia l 
D e m o n s t r a t io n  P r o je c t

Th is le t t e r  is  to  c o n f i rm  th e  a c t io n  ta k e n  b y  th e  A S T F  B o a r d  o f  D i r e c t o r s  o n  
M a rc h  2 1 ,  a t  w h ic h  th e y  a d o p te d  th e  fo l lo w in g  r e s o lu t io n :

"R E S O L  V ED  th a t  P r o p o s a l  9 1 - 3 - 1 8 9  s u b m it t e d  b y  A ID E A  f o r  th e  fu n d in g  o f  th e  • 
L o w - r a n k  C o a l-w a t e r  F u e l P r o je c t  ( th e  ’ P r o je c t " I  is  a p p r o v e d  a s  f o l l o w s :

" 1 . A S T F  g r a n t s  up  to  $ 1 8 5 , 0 0 0  to  A la s k a  In d u s t r ia l D e v e lo p m e n t  &
E x p o r t  A u th o r i t y  (A ID E A ) p u r s u a n t  to  a  g r a n t  a g r e e m e n t  w ith  t e rm s  
a c c e p ta b le  t o  th e  E x e c u t iv e  D i r e c t o r  o f  A S T F  f o r  th e  in it ia l s t u d y  a n d  
d e v e lo p m e n t  o f  th e  P r o je c t  a s  d e te rm in e d  b y  th e  E x e c u t iv e  D i r e c t o r  
o f  A S T F  (P h a s e  I ) ;

" 2 . A S T F  g r a n t s  u p  to  $ 3 , 6 1 5 , 0 0 0 *  t o  A ID E A  u p o n  s a t i s fa c t i o n  o f  a l l  o f  
th e  fo l lo w in g  c o n d it io n s  (P h a s e  I I ) :

A . S u c c e s s fu l c o m p le t io n  o f  P h a s e  / ;

B . A p p > .i V b y  A S T F 's  B o a r d  o f  D i r e c t o r s  o f  th e  p r o p o s a l  to  b e  
s u b m it i 4 b y  th e  p r o je c t  to  th e  U .S . D e p a r tm e n t  o f  E n e rg y  
(D O E ), a p p r o v a l b y  th e  D O E  o f  th a t  p r o p o s a l  a n d  a g re e m e n t  
b y  th e  D O E  to  fu n d  th e  p r o je c t  in  a n  a m o u n t  o f  n o t  le s s  th an  
$ 1 0  m il l io n ;

* T h e  fa c t  t h a t  th is  a m o u n t  is  n o t  th e  t o t a l  r e q u e s t e d  c a n  b e  a d d r e s s e d  w h e n  
th e  B o a r d  c o n s id e r s  w h e th e r  to  g o  fo rw a r d  w ith  P h a s e  II.

4 5 0 0  D ip lo m a c y  D r iv e , S u i t e  5 1 5 ,  A n c h o ra g e , A la s k a  0 r .r. ..
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C. A p p r o v a l b y  A S T F 's  B o a r d  o f  D i r e c t o r s  o f  th e  f in a l b u s in e s s  
p la n  f o r  th e  p r o je c t ;

D . R e v is io n  o f  A S T F 's  le g is la t io n  (A S  3 7 . 1 7 1  a s  p r o p o s e d  b y  
A S T F , in c lu d in g  p e rm it t in g  5 0 %  o f  A S T F ' s  g r a n t s  b y  n u m b e r  
to  e x c e e d  $ 1 0 0 , 0 0 0  e a c h  a n d  th e  c o l le c t io n  b y  A S T F  o f  
r o y a lt ie s  o n  a l l  in c o m e  p r o d u c e d  w ith  A S T F  g r a n t  fu n d s ;

E . B in d in g  c o m m itm e n t  tn  th e  p r o je c t  o f  th e  s i t e  f o r  th e  p r o je c t  
d e m o n s t r a t io n ;

F . B in d in g  c o n t r a c t s  f o r  a l l  a s p e c t s  o f  th e  c o m m e rc ia l a c t iv i t ie s  
o f  th e  p r o je c t ,  in c lu d in g  c o m m itm e n t  f r o m  o n e  o r  m o r e  
e n e rg y  p r o d u c e r s  to  p a r t ic ip a te  in  th e  p r o je c t ;

G . E x e c u t io n  o f  a  g ra n t  a g r e e m e n t  w ith  t e rm s  a c c e p ta b le  to  
A S T F 's  E x e c u t iv e  D i r e c t o r . "

A s  y o u  k n o w , A S T F  h a s  m e t  w ith  D a v e  E b e r le  a n d  m e m b e r s  o f  th e  C o n s o r t iu m  
t o  d is c u s s  th e  B o a rd 's  e x p e c ta t io n s . T h e  a t t a c h e d  tw o  p a g e s  w e re  d e v e lo p e d  in  
t h a t  e f f o r t  a n d  e x p la in  fu r t h e r  th e  i t e m s  A S T F  w i l l b e  ju d g in g  a t  th e  e n d  o f  P h a s e  
I . P le a s e  le t  u s  k n o w  i f  a n y th in g  is  u n c le a r .

O n  a  d i f f e r e n t  to p ic , w e  h a v e  n o t ic e d  th a t  y o u  s ig n e d  s e c t io n  c  o f  F o rm  G  
r e q u e s t in g  c o n f id e n t ia li t y  f o r  p r o je c t  r e s u lt s .  T h is  s e c t io n  s t a t e s  th a t  y o u  
" . . . a t t a c h e d  a  d e s c r ip t io n  o f  th e  in fo rm a t io n  f o r  w h ic h  c o n f id e n t i a l m a te r ia l 
s t a t u s  is  r e q u e s t e d  a n d  th e  r e q u ir e d  ju s t i f i c a t io n  f o r  th is  r e q u e s t . "  H o w e v e r , I  
a m  u n a b le  to  f in d  th is  d e s c r ip t io n  o r  ju s t i f i c a t io n .

E n c lo s e d  is  a  c o p y  o f  A S T F ' s  c o n f id e n t ia li t y  g u id e lin e s . P le a s e  n o t e  th a t  th e  la s t  
p a ra g ra p h  s t a t e s  th a t  " In fo rm a t io n  d e v e lo p e d  u n d e r  a  g r a n t  f r o m  A S T F  i s  p u b lic  
in fo rm a t io n  u n le s s  c o n f id e n t ia li t y  is  r e q u e s t e d  a n d  g r a n t e d  p r i o r  t o  th e  a w a r d  o f  
th e  g ra n t . I f  c o n f id e n t ia li t y  i s  d e s ire d  f o r  P h a s e  I I , p le a s e  b e  c e r ta in  t o  p r o v id e  
th e  n e c e s s a r y  d e s c r ip t io n  a n d  ju s t i f i c a t io n  a lo n g  w ith  th e  o t h e r  P h a s e  /  
d e liv e ra b le s . A S T F  h a s  to  g o  th ro u g h  a l l  t h e s e  c o n v o lu t io n s  b e c a u s e  i t  d o e s n ' t  
h a v e  th e  r ig h t  to  p r o t e c t  t ra d e  s e c r e t s  lik e  A ID E A  d o e s .

I f  /  c a n  b e  o f  fu r t h e r  a s s is t a n c e , p le a s e  d o  n o t  h e s i t a te  t o  c a l l  m e  a t  2 7 2 - 4 3 3 3 .

C o rd ia lly ,

A n n  M . K a m p fe r  
G ra n ts  M a n a g e r

E n c : C o n f id e n t ia li t y  G u id e lin e s
P h a s e  /  T a s k s

AS bJ-189 Mr



SECRETARY OF THE AIR FORCE
W ASHINGTON

y

SAF/AQQS(M) 31 Mar 95
1060 Air Force Pentagon 
Washington DC 20330-1060

Mr. H. P. Ladner, Executive Director 
Alaska Aerospace Development Corp.
3601 C Street, Suite 1400 
Anchorage, AK 99503

Dear Mr. Ladner:

I appreciated the opportunity to meet with the Alaska Aerospace Development 
Corporation (AADC), Governor Knowles, and key members of the Alaska legislature.

As I explained in the meetings, the Air Force's Rocket System Launch 
Program (RSLP) is actively pursuing a contract with AADC. RSLP has taken the first 
step by issuing a work order contract to AADC in order to define RSLP requirements 
and AADC's capabilities. The next step will be to prepare a contract for up to 15 
launches by RSLP from the Kodiak Launch Complex (KLC) over the next five years.
I anticipate that with the approval of the Department of Defense budget in October 
1995, RSLP will be able to book and pay for up to four launches by January 1996. 
However, before AADC and the State of Alaska can enter into a contract with the 
RSLP program, the Air Force must be assured that the KLC has the commitment and 
support of the State of Alaska, including financial and other assurances that it will be 
completed and available to support RSLP launches by the first part of 1997.

RSLP is excited by the progress that AADC has made and the extensive 
support that was displayed last week for KLC. We will continue to work with AADC 
and the State of Alaska to develop the KLC into an innovative and efficient launch 
site serving the most exciting part of the burgeoning launch market.

Very Respectfully,

CHARLES S. PUGSLEY III, Col, USAF 
Chief, ICBM Modernization Branch 
Directorate of Long Range Power Projection, 

SOF, Airlift and Training Programs 
Assistant Secretary (Acquisition)



Martin M a r ie t t a  T e c h n o lo g i e s ,  Inc. °  w
A s t r o n a u t i c s
A L o c k h e e d  M artin  C o m p a n y  
P .O .  B ox  1 7 9  
D e n v e r ,  C o l o r a d o  8 0 2 0 1  
(3 0 3 )  9 7 1 - 2 0 8 0

L O C K H E E D  M A R T I

T h e  H o n o i a b l e  A n th o n y  K n o w le s  
G o v e r n o r  o ( A la sk a  
P o s t  O ff ic e  B o x  1 1 0 0 0 1  
J u n e a u ,  A l a s k a  9 9 8 1 1 - 0 0 0 1

D e a r  G o v e r n o r  K n o w le s :

I w a s  v e ry  d i s a p p o i n t e d  th a t  w e  c o u ld  n o t  m e e t  d u r in g  m y  visit to  A laska  ea r l ie r  tn is  w e e k .  
T h e  s t o r m y  w e a t h e r  in t h e  J u n e a u  a r e a  m a d e  it im p o s s i b l e  for th e  aircraft to  lan d  a n d  
u n fo r tu n a te ly ,  w h e n  I a r r iv e d  in A n c h o r a g e ,  t h e r e  w e r e  n o  t im e ly  fl ights b a c k  to  J u n e a u .

H o w e v e r ,  I d o  w a n t  to  a s s u r e  y o u  th a t  L o c k h e e d  Martin a p p r e c i a t e s  A la sk a ’s  i n t e r e s t  in t h e  
Multi S e n / i c e  L a u n c h  S y s t e m  (M S L S )  p r o g r a m .  W e  k n o w  th e  Air F o r c e  b e l i e v e s  th is  p r o g r a m  is a  
v iab le  c a n d i d a t e  to  fly o u t  o f  K o d ia k  I s la n d .  B e c a u s e  o f  t h e  S T A R T  tre a ty ,  t h e  Air F o r c e  h a s  4 5 0  
M in u te m a n  II a s s e t s  a v a i l a b le  to  fly, a n d  th is  p ro v id e s  a  g r e a t  o p p o r tu n i ty  for A la s k a  a n d  L o c k h e e d  

Martin.

T h e  A la s k a  A e r o s p a c e  D e v e l o p m e n t  C o r p o r a t io n  (A AD C ) h a s  d e v e l o p e d  a  c r e d i b l e  p la n  to  
la u n c h  s m a l l  l a u n c h  v e h ic l e s  fro m  K o d ia k  Is lan d ,  a n d  w e  a r e  v e r y  e n th u s ia s t i c  a b o u t  t h e  p o ss ib i l i ty  
t h a t  s o m e  o f  t h e s e  will b e  M S L S  l a u n c h  v e h ic l e s .

I h o p e  th a t  w e  will h a v e  th e  c h a n c e  to  m e e t  a n d  d i s c u s s  th i s  ex c i t in g  o p p o r tu n i ty .  If I c a n  b e  
of a n y  a s s i s t a n c e  in a n s w e r i n g  q u e s t i o n s  o r  p ro v id in g  in fo rm a t io n  to  y o u ,  p l e a s e  d o  n o t  h e s i t a t e  
to  call.

C ord ia l ly ,

G a r e th  D. Flora
V ic e  P r e s i d e n t  *
A d v a n c e d  L a u n c h  S y s t e m s

/ C U ' t t
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T o n y  Kn o w l e s
GOVERNOR

A p ril  2 0 , 1995

T h e  H o n o ra b le  G a il P h il l ip s  
S p e a k e r  o f  th e  H o u se  
A la s k a  S ta te  L e g is la tu re  
S ta te  C a p ito l  
J u n e a u , A K  9 9 8 0 1 -1 1 8 2

D e a r  S p e a k e r  P h illip s :

U n d e r  th e  a u th o r i ty  o f  a rt. I l l ,  sec . 18, o f  th e  A la s k a  C o n s ti tu t io n ,  I am  tr a n s m it t in g  a  b ill 
th a t  w o u ld  im p ro v e  th e  a b i l i ty  o f  p u b l ic  c o rp o ra t io n s  o f  th e  s ta te  to  f in a n c e  te c h n o lo g ic a l  

d e v e lo p m e n ts .

T h is  b ill a m e n d s  A S  3 7 .1 7  to  fa c i l i ta te  th e  A la s k a  S c ie n c e  an d  T e c h n o lo g y  F o u n d a tio n 's  
(A S T F ) d e v e lo p m e n t o f  c o m m e rc ia l  u s e s  fo r te c h n o lo g ic a l  d e v e lo p m e n ts ,  a m o n g  its o th e r  
p u rp o s e s . T h e s e  a m e n d m e n ts  w ill a s s is t  s ta te  a g e n c ie s  a n d  p u b lic  c o rp o ra t io n s  su c h  as 

th e  A la s k a  A e ro s p a c e  D e v e lo p m e n t C o rp o ra t io n  (A A D C )  a n d  th e  A la s k a  In d u s tr ia l  
D e v e lo p m e n t  a n d  E x p o r t  A u th o r i ty  (A ID E A )  in  te c h n o lo g y - re la te d  d e v e lo p m e n t  p ro je c ts . 
A S T F  w o u ld  b e  a b le  to  p ro v id e  g u id a n c e  th ro u g h  its  e s ta b l is h e d  p e e r  r e v ie w  s y s te m  an d  
g ra n t  r e v ie w  p ro c e s s ,  as  w e ll  as f in a n c ia l  a s s is ta n c e  to  p ro je c ts  m e e t in g  its  te c h n o lo g ic a l  

a n d  b u s in e s s  c r ite r ia .

E x is tin g  A S  3 7 . 1 7 .0 9 0 (d )  re q u ire s  th a t  a t le a s t  5 0  p e r c e n t  o f  th e  A S T F  e n d o w m e n t  

in c o m e  d ia t  is d is t r ib u te d  b y  A S T F  in  a  f isc a l y e a r  m u s t  b e  fo r  g ra n ts  o f  $ 1 0 0 ,0 0 0  o r  le ss . 

S e c tio n  3 o f  th e  b ill w o u ld  e x e m p t tw o  g ra n ts  to  A ID E A  o r  A A D C  fro m  th a t  
re q u ir e m e n t.  A b s e n t  th is  e x e m p tio n , A S T F  w o u ld  b e  l im ite d  to  p ro v id in g  o n ly  m in o r  

f in a n c ia l  a s s is ta n c e  to  p ro je c ts  o f  p o te n t ia l ly  g r e a t  b e n e f i t  to  th e  s ta te . O n e  o f  th e  tw o  
g ra n ts  is  fo r  d e v e lo p m e n t  o f  d ie  K o d ia k  la u n c h  c o m p le x  a n d  F a irb a n k s  s a te l l i te  g ro u n d  
s ta tio n  s p a c e  p a rk . T h e  s e c o n d  g ra n t  is f o r  d e v e lo p m e n t  o f  lo w -ra n k  c o a l w a te r  fu e l 
te c h n o lo g y . It is a n t ic ip a te d  th a t  th e  g ra n ts  f ro m  A S T F  fo r  th e s e  p ro je c ts  m a y  b e  p h a s e d  

in.

S e c tio n  5 o f  th e  b ill a lso  p ro v id e s  A S T F  w ith  m o re  f le x ib i l i ty  to  e n s u re  a f a i r  f in a n c ia l  
re tu rn  to  th e  s ta te  b a se d  u p o n  th e  v a lu e  d e r iv e d  b y  th e  g ra n te e  fro m  th e  A S T F  g ra n t. T h e  
b ill re p la c e s  th e  c u r re n t  n a r ro w  la n g u a g e  o f  A S  3 7 . 1 7 .0 9 0 (g ) , r e s tr ic t in g  A S T F  to a re tu rn  

fro m  " ro y a ltie s ,  l ic e n s e s , a n d  p a te n ts " ,  w ith  b ro a d e r  la n g u a g e  a c k n o w le d g in g  th a t 
g ra n te e s  c a n  g a in  s ig n if ic a n t  e c o n o m ic  b e n e f i t  f ro m  an  A S T F  g ra n t  w ith o u t  e v e r  e a rn in g

( \ r \ c  L i S

P O. Box 110001 
Juneau. Alaska 99811-0001 

(907) 465-3500 
Fax (907) 465-3532

S t a t e  o f  A l a s k a
OFFICE OF THE GOVERNOR 

JUNEAU



The Honorable G a il Phillips 
Page 2

income from royalties, licenses, and patents. For example, ASTF could receive a return 
from AADC  for the operation of the Kodiak launch facility. Section 5 provides ASTF 
with additional protection for its investments by the addition of language allow ing ASTF 
to take a security interest in, and own, patents, copyrights, and odier intellectual property 
to secure payment of sums owed to ASTF under a grant agreement.

The b ill continues to require that the revenue received by ASTF be paid into the principal 
of the endowment, subject to AS 37.07. The b ill allows ASTF to tailor each "return" 
provision to the specific circumstances of the grantee. Under this provision, ASTF is able 
to receive a fair return where the grantee is going to manufacture and sell its own 
products based upon ASTF technology. ASTF is also able to receive a fair return based 
upon the growth in the grantee's business based upon the ASTF grant.

The b ill improves ASTF's ability to protect sensitive commercial information it receives 
through the grant process. Section 4 of the b ill amends AS 37.17.090(f) to allow the 
board of ASTF to adopt administrative regulations necessary to protect trade secrets and 
other proprietary information submitted to ASTF from disclosure under AS 09.25.110 -
09.25.120. These regulations would be adopted by the board under standards developed 
to protect the interests of the state and the prospective grantees.

The b ill also contains a section authorizing A IDEA  to issue up to $20,000,000 in bonds to 
finance the development of the Kodiak rocket launch complex and the Fairbanks satellite 
ground stations, or to finance these projects by other means available to .AIDEA. This 
section also includes a lim itation that the board of directors of A ID EA  and AADC must 
each determine that there is sufficient commercial interest and financial v iab ility to 
support the debt service and costs of the facility before money may be expended for any 
phase of construction.

I urge your prompt consideration and passage of this b ill.

S ii

Tony^tnc
Governor
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FOR IMMEDIATE RELEASE: April 2 1 ,  1 9 9 5  95 -91

KNOWLES LAUNCHES AEROSPACE. COAL FUEL PEVELOPMENT-BILL
Legislation Would Assist Kodiak, Fairbanks Aerospace; UAF Coal Projects

In an  e f fo r t  to  s te e r  A laska in 3 n e w  direction to w a rd  high te c h  and  develop ing  
te c h n o lo g ie s ,  G overno r  T ony  K now les  to d a y  in tro d u ced  leg is la tion  to  aid th e  
d e v e lo p m e n t  of t h e  p ro p o se d  Kodiak launch  com p lex  an d  th e  F airbanks sa te lli te  
g ro u n d  s ta t io n  and  a d e m o n s t ra t io n  p ro jec t for coal w a te r  fuel.

"The Kodiak ro c k e t  co m p lex  and  th e  Fairbanks s p a c e  p ark  cou ld  help  launch  A laska 
into th e  2 1 s t  c e n tu ry  and  th e  coal w a te r  p ro jec t could  o p e n  up  coal r e s e rv e s  th a t  
a re  a s  v a s t  a s  P ru d h o e  Bay," K now les  sa id . "But if w e ' r e  to  'bo ldly  go w h e re  no 
o n e  h a s  g o n e  b e fo re , '  w e  n eed  firm financial back ing . M y p ro p o s e d  legislation 
w ou ld  a llow  our  s c ie n c e  and  te c h n o lo g y  fo u n d a tio n  to  m a k e  fund ing  available for 
th e s e  p ro je c ts  an d  o th e r  high te c h  in v e s tm e n ts  in our fu tu re ."

T he  bill w o u ld  e x e m p t  th e  th re e  p ro jec ts  from  limits on  fu nd ing  from  th e  A laska 
S c ie n c e  an d  T e c h n o lo g y  F oundation  (ASTF). U nder c u r re n t  law , a t  le a s t  5 0  p e rc e n t  
of th e  ASTF e n d o w m e n t  in co m e  m u s t  be  d is tr ibu ted  in g r a n t s  of $ 1 0 0 , 0 0 0  or less .  
W ith o u t  an  e x e m p tio n ,  A STF w ou ld  be  limited to  provid ing  only  m inor financial 
a s s i s t a n c e  to  t h e  p ro jec ts .

T he  bill w o u ld  a lso  au th o rize  th e  A laska Industrial D e v e lo p m e n t  and  Export 
A u tho ri ty  (AIDEA) to  is su e  up  to  $ 2 0  million in b o n d s  to  f in an c e  th e  Kodiak and  
F airbanks a e r o s p a c e  p ro jec ts .  It w ould  a lso  allow th e  A ST F to  g ra n t  up  to  $5  
million fo r  th e  Kodiak and  Fairbanks p ro jec ts  to  re d u c e  b o n d  c o s t s .

The A laska  A e ro s p a c e  D ev e lo p m en t C orpora tion  (AADC) p ro p o s e d  th e  $ 1 8  million 
Kodiak L aunch  C om plex . L oca ted  a t  N arrow  C ape , s o u th  o f  th e  City of Kodiak, th e  
co m p le x  is c o n s id e re d  ideal for launching  polar and  lo w -e a r th  orb it sa te l l i te s  
b e c a u s e  of its high la ti tude  and  s a fe  launch  tra jec to r ie s  o v e r  w a te r  to  th e  so u th .  
P rivate  in d u s try  h a s  a lread y  e x p re s s e d  s tro n g  in te re s t  in th e  facility, w h ich  could  
s u p p o r t  a s  m a n y  a s  t e n  la u n c h e s  per y ea r  by th e  y ea r  2 0 0 0 .

-m ore-
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The Fairbanks Sate lli te  G round S ta t ion  S p a c e  Park, a lso  p ro p o se d  by  AADC, w ould  
s u p p o r t  th e  g ro w in g  co n s te l la t io n  of com m ercia l polar orbiting  sa te l l i te s  by 
providing g ro u n d  c o m m a n d  and  contro l,  track ing  and  d a ta  retrieval facilities. 
B e c a u se  of its loca tion , Fairbanks h as  an oppo rtun i ty  to  c a p tu re  a portion  of the  
g ro w in g  w o rld w id e  re m o te  sen s in g  m arke t.

K now les ' bill w ou ld  also allow  th e  Legislature to  au thorize  a $ 4  million g ra n t  for 
re s e a rc h ,  d e v e lo p m e n t  and  com m ercia liza tion  of low rank coal w a te r  fuel 
te c h n o lo g y .  Coal w a te r  fuel is a non-tox ic  re p la cem e n t  for h e a v y  oil c r e a te d  by 
mixing finely g ro u n d  coal w ith  w a te r .  A pilot p ro jec t p roved  th a t  a very  high g rade ,  
c lean  burn ing  p ro d u c t  could  b e  m a d e  from A laska coal.

In add ition  to  th e  $ 4  million s t a t e  g ran t,  a con so rt iu m  of A laska  b u s in e s s e s ;  coal 
and  e n e rg y  e x p e r t s  are  seek ing  federal g ra n ts  and private  in v e s tm e n t  to ta l in g  $ 2 5  
million for a d e m o n s t r a t io n  p ro jec t a t  th e  University of A laska  Fairbanks. The 
p ro jec t  is in ten d ed  to  d e m o n s t r a te  an econom ica lly  viable m e a n s  of deve lop ing  
A laska coal so  it can  c o m p e te  on th e  w orld  ene rgy  m ark e t .

"The launch  and  track ing  facilities and th e  coal fuel p ro jec t  hold th e  p ro m ise  of 
fu tu re  jo b s  for A laskan  fam ilies,"  K now les  said . "A laska is well s i tu a te d  to  ta k e  
a d v a n ta g e  of t h e s e  d iversified , g row ing  opportun itie s ,  b u t  th e  t im e  to  a c t  is n o w , 
w h e n  in te re s t  is high a m o n g  priva te  indus try  and  g o v e rn m e n t ."

K n o w le s ’ legislation also  w o u ld  provide ASTF m ore flexibility to  e n s u re  a fair 
financial re tu rn  to  th e  s t a t e  b a s e d  on th e  va lue  derived by  th e  g ra n t  rec ip ien t ,  and 
c o n ta in s  p rov is ions  dealing  w ith  th e  p ro tec tio n  of t r a d e  s e c r e t s .

-30 -

Broadcasters note: file f o o ta g e  of th e  G overnor speak ing  o n  th e  ae  o s p a c e  p ro jec t 
will be  inc luded  in t o d a y 's  G o v e rn o r 's  W in d o w  feed  on R a tn e t  b e g h n in g  a t  3 :3 0  
pm .
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April 25, 1995

P a l Landner 
Executive Director
Alaska Aerospace Development Corporation 
3601 C Street Suita 1400 
Anchorage, AK 99503

R E C E I V E D  

APR 2 d 1995 

Ans'd....................D ear Pet

ft fa time I let you knq^whal progress we. have made in devaloplng-a business - -  • 
c_-- =-•' r'stKWegy for the fcocfcfieed Martin corporation relative to the launch complexal

A s you know, alter my visit to Juneau in March,! have had several dlscucsions 
with the business development community in the Information and Technologies 
Sector. My trip report was briefed to Mr. Teets on April 5 tfi by Gar/' Marin Vise 
President Busfcees Development

O n April 1 2 1h we had a  meeting to discuss the Information you provided during 
your visit here an April 6 th. Al that meeting w* deefded that there was mors 
Information needed relative to the facilities at WaJIops Island and an 
understanding of what NASA may want to do with their operations. The 
a ttendees  w ere Bill Dordock, Qerry Stanley, Jen y  Fallin , Mike Johnson, Mike 
Zarofsfcy; Ken Branch; and me.

W e went to a  meeting with the Technical Director and the staff at Wallops Island 
on April 18 th. and the results of that meeting are generally that there is a 
business opportunity at that-facility if we take tfi© sam e approach we are 
contemplating wtth Alaska. In our estimation, when we couple the two sites 
together they  makB a very attractive opportunity for the corporation.
T h a t  meeting was attended by Jerry FalUn, Mike Johnson, John Bomholdt and 
m e.
T h e  plans wo are developing Internally are being discussed at tire highest levels 
of the Lockheed Martin corporation. We have had several meetings wfth key 
business development people from three of the major sectors and hope to 
include the fbrth’socn. In general t a rn s  we are evaluating the business potential 
of th e  sites and  wiH make a  recommendation to the corporation on how to boot 
develop « partnership with the states of Alaska and Virginia that is mutually 
beneficial for all concerned. One of our goals is to have control of our own 
destiny when ft comes to launch site availability and c o s t  Wo currently do not

' Kodiak Island.
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have that control us<ng a  govBmment range and wq look upon the launch 
facilities at Kcxflak and Wallops a s  a  vehicle for achieving that goal.

Wo met again on the April 24th in Tftusville to report on the trip to Wallops and to 
assign action items for the next phase of our evaluation. Our schedule of events 
will take us to a  presentation to Mr. Teflep and Mr. Augustine by the first of June.
At that time wo hope to have direction to complete a  more detailed study and to 
open negotiations with Alaska and Virginia/NASA at Wallops Island. The 
attendees were: Bill Malkina (S&SMS), Mary Snitch (S&SMS), Jeff Snyder 
(S&SMS), BH! Derdock($&GMS). Axel Hah! (S&SMS), Ron Sahaflno (S&SMS),
Gerry Stanley (Special advisor to Gary Mann -I&TSS), David-HUs Brown 
(I&TSS), Jerry Faflln (l&TSS), Dinty Moora(LSSM&TSS), Bob Atkins,(Manned 
Spaco-i&TSSjMike Johnson(S&SMS), Mike Zerofsky(l&TSS), k in 
Branch(S&SMS), and me, •

Oltfocus today is somewhat limited and will expand as we gain knowledge and 
understanding. We are looking at becoming an advisor to Alaska, and Virginia 
during Activation of th e  launch complexes and Ground station arxHhen take-over "—
a© th^operatmgodntractor for the Gfate. We are considering a  State Owned

- Contractor Operated FacDnyfSOCO).

Pm sure you can appreciate that we are doing Is very sensitive from a  business 
standpoint so  I would ask you to be discreet in your discussion with others.

We will keep you Informed and if you have any questions please feel free to call 
me any time. '

Charles M. Rash 
Manager, Advanced Programs 
Canaveral Launch Operations 
LOCKHEED MARTIN
(407)853-6968

Sfncerely



A T T A C H M E N T  N O .  5

FINANCING AND DEVELOPM ENT SCH ED U LE

P h a s e  I. $ 4 2 9 .2 0 0

A STF h a s  a lre ad y  funded  $185 ,0 0 0  of P h a s e  I of this project. AIDEA h a s  contributed 
$30 ,000 . T h e  p riva te-sec tn r  consortium  m e m b e rs  hav e  contributed in-kind se rv ice s  
and  m atch ing  funds  totaling $214 ,200 . P h a s e  I will be  com ple te  in early  April 1995,

P h a s e  II. total funding $22 .000 .00

P ro p o se d  funding breakdow n:

$ 1 0 ,2 5 0 ,0 0 0  Federa l DOE gran t
$ 8 ,0 7 5 ,0 0 0  Private s e c to r  contributions
$ 3 ,9 0 0 ,0 0 0  S ta te  con tingen t m atch (ASTF)

(ASTF a lready  h a s  s e t  as ide)

• C o m p le te  P h a s e  1 B u s in ess  Plan for submittal to ASTF - April 1, 1995.
• R ece iv e  A ST F B oard approval for p h a s e  two funding $3 .8  million - April 15, 1995.
• Finalize F ed e ra l  funding so u rc e  an d  submit p roposa l p a c k a g e  (either piggy back  

existing C C T  projects , or direct appropriation) $10 .25  million - April - May, 1995.
• Begin negotia ting  ASTF/AIDEA/AK CWF, Inc. con tract - May 1995.
• F ed e ra l  funding approval J u n e  - July 1995.
•  Forw ard fund $1 .25  million of ASTF funds, to AIDEA, with conditions tha t federal 

funds  m u s t  b e  com m itted  prior to being d isbu rsed  - M ust b e  d o n e  by J u n e  1995.
• N egotia te  F ed e ra l  con trac t July - P jgus t  1995.
• S e le c t  A&E an d  begin  detail des ig n  - July 1995.
• O rd e r  long lead  time item s - S e p te m b e r  1995.
• Initiate permitting - S e p te m b e r  1995.
•  Begin P IC O  bldg u p g ra d e s  - O c to b e r  1995
• S tart  m o d u le  fabrication - March 1996
•  S ite construc tion  - May 1996
• Begin s h a k e  dow n - S e p te m b e r  1996
• Begin op era t io n  - April 1997 - A ugust 1998
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Comm itments from Federal, A ir Force and Aerospace 
Officials to attend the 28 March 95 AADC  Board Meeting

Mr. Gareth Flora 
Vice President 
Advanced Launch Systems 
Lockheed-Martin

Mr. Richard Keating 
Director of Public Relations 
EOSAT Corporation

Charley Pugsley, COL., USAF 
Secretary A ir Force/AQQS(M) 
Rocket System Launch Program 
(RSLP)

Mr. Bor by Quisenberry 
Associai.' Director 
US Dept l ' Transportation 
Office of Co. nmercial Space 
Transportation 
Washington, D C

Mr. Bob Germaine
Director of Qua lity and Logistics
Th ioko l Corporation

Mr. Roman Matherne 
Lockheed Martin 
Program Director, RSLP 
M in u tem an

Mr. M ike Reeder 
Rockwell International 
Program Development Manager 
Research & Technology

Mr. Dan Melzer 
TRW  Corporation

Ron M ille r , LTCOL , USAF 
Program Director 
RSLP/M inuteman S1

M ike D ignan, Maj, Uo/- P 
Program Manager, RSLP

Douglas Ooms 
Martin Marietta 
Manager, N O A A  Satellite 
G roundstation

Ms. Karen Vandermeyden 
TRW  Corporation

Ms. .Annie Roskell 
Cha llenger Learning Center 
Washington, D .C .

Mr. P.L. New ton 
Anser Corporation

Mr. D an ie l U jifusa 
Lockheed-Martin 
Cherry H il l , N ew  Jersy

Chuck Rash 
Lockheed Martin 
Technologies Inc.
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A laska  S c ie n c e  a n d  T echno logy  Foundation an d  to the  financing of technological d ev e lo p m en ts  by 
public co rpo ra tions  of the  s ta te ;  an d  the  C hallenger Learning C enter .

and recom m ends: 

bv. . '.p la c e d  with 

ad o p t p re v io u s

CS

CS

attached  am endm en t(s) 

ad o p t L ette r o f  In ten t by 

fu rth e r referral to the

C om m ittee

C om m ittee

S e n a te  Bill:
f | sam e title 

J  L j new  title
H o u se  Bill:

J  ( | same title
[ J technical change 
| | new : SCR"_____

D epartm en t D ate Z ero  Fiscal D epartm ent D ate Z ero  Fiscal

[ ] A P P R O P R IA T IO N  -  no fiscal note ♦include fiscal notes accompanying Governor’s bill



,, Mo. 1
1 1 jill Version: hb 315

F I S C A L  N O T E  (H) Publish Date: 4 / 2 0 / 9 5
ST A T E  O F A L A SK A
1995 L E G IS L A T IV E  S E SSIO N
R evision D ate;______________________ April 19, 1995  D epartm ent: C om m erce  an d  E conom ic D evelopm ent
Title: ...financing  of techno log ica l d ev e lo p m en ts  by public BRU: AK Industrial D evelopm ent & Export Auth
co rpora tions of th e  s ta te ; a n d  relating  to  th e  financing of the K odiak... C om ponen t: AK Industrial D evelopm ent & E xport Auth 

S ponso r: H o u se  R ules______________________________________________ _________________________________________________________
R eq u esto r: G o v ern o r C OM PON EN T SERIAL NO. 1234

E x p en d itu res /R ev en u es (T h o u san d s of Dollars)

OPERATING EXPEN D ITU RES FY 96 I FY 9 7 FY 98 I FY 99 I F Y 0 0  I FY 01
PERSO N AL SE R V IC E S I I I I
TRAVEL I
CONTRACTUAL I i 1 !

SU PPLIES I 1
EQUIPM ENT I 1

LAND & ST R U C TU R ES
G RANTS, CLAIMS I
MISCELLANEOUS I I !
TOTAL O PERA TING 0,0 0.0 O O o o 0.0 0.0

CAPITAL EXPEN DITU RES

CHANGE IN REV ENU ES

FUND SO U R C E (T h o u san d s of Dollars)

1002 F edera l R ece ip ts I

1003 G F M atch I I
1004 G enera l F und !

1005 G F /P rogram  R ece ip ts i ;
1006 GF/MHTIA i i ;
O ther
TOTAL p b p b o b o b p b o b

E s tim a te  o f a n y  c u r r e n t  y e a r  (FY 95) c o s t :  S 

PO SITION S
FULL-TIME 1 , ,

PART-TIME
TEM PORARY 1

ANALYSIS: (A ttach a  s e p a r a te  p a g e  if n e c e s s a ry )

P rep a red  by: William R. Snell. Executive D irector_______________________ P h o n e :__________ 561-8050
Division: AK Industrial D eve lopm en t & Export A uthority________________ D a te :___ April 19. 1995

A pproved by C om m iss ioner: William L. H en sley  D a te :________ April 19. 1995
A gency: C o m m erce  a n d  E conom ic D evelopm ent*

P R E P A R E R  TO PROV ID E A LL DISTRIBUTION C O P IE S  TO G O V ER N O R 'S LEGISLATIVE O FFIC E 
F o r further d istribution  inform ation, call th e  G overno r's  Legislative Office

C O M M I T T E E  C O P Y  P a 9 e  1 ° '  '



—  ;BvC *  m s  - 3 / s '

BILL: SB 161 SHORT TITLE: FINANCING TECHNOLOGICAL PROJECTS 
BILL VERSION:
SPONSOR(S): RULES BY REQUEST OF THE GOVERNOR

CURRENT STATUS: (S) FIN STATUS DATE: 04/20/95
THEN RLS

TITLE: "An Act relating to the financing of technological developments by 
public corporations of the state; and relating to the financing of the Kodiak 
launch complex, the Fairbanks satellite ground station space park, and a 
low-rank coal water fuel technology project."

04/20/95 1106 (S) READ THE FIRST TIME -  REFERRAL(S)
04/20/95 1106 (S) FINANCE
04/20/95 1106 (S) ZERO FISCAL NOTE (DCED)
04/20/95 1106 (S) GOVERNOR’S TRANSMITTAL LETTER



so lo c  1 u : Jf
X 3

A / &  J 3  Xd)

L O G t C n t B B  U A K V I k

April 25, 1995

Pal Laridner 
Executive Director
Alaska Aerospace Development Corporation 
3601 C Street Sorts 1400 
Anchorage, AK 99503

R E C E I V E D  

APR 2  j  1995

Ins'd .....................Dear Pat
ft la time ( let you knoyr what progress wp.heve made.in oveloplng-a business- -- • ~ 

, -‘strategy for fee Lockheed Martin corporation relative to thu launch complex at
Kodiak Island
As you know, after my visit to Juneau in March, I have had several discussions 
v.'Sh the business development community in the Information and Technologies 
Sector. My trip report was briefed to Mr. Teets on April 5 th by Gary Mann Vise 
Presrrient Business Development

On April 12 th we had a meeting to discuss the Information you provided during 
your visit here on April 6 th. At that meeting wa decided that there was more 
Information needed relative to the facilities at Wallops Island and an 
understanding of whal NASA may want to do with iheJr operations. Tne 
attendees were BUI Dordock, Gerry Stanley, Jerry Fallin , Mike Johnson, Mike 
Zsroraky; Ken Branch: arid me.

We went to a meeting wtth the Technical Director and the staff at Wallops Island 
on April 16 th. and the . results of that meeting are generally that there is a 
business opportunity al That facility ff we take th© same approach we are 
contemplating wtth Alaska. In our estimation, when we couple the two sties 
together the/ make a very attractive opportunity for the corporation.
That meetfrtg was attended by Jerry Fallin, Mike Johnson, John Bcmhofdt and 
me.
The plans we are developing Internally ore being discussed at the highest levels 
of the Lockheed Martin corporation. We have had several meetings wfth key 
business development pacpte from three of the major sectors and hope to 
Include the forth soon. In general terms we are evaluating the business potential 
of the sites and will make a recommendation to the corporation oh how to best 
develop a partnership with the states of Alaska and Virginia that is mutually 
beneficial for all concerned. One of our goals is to have control of our own 
destiny whan ft comes to launch stte availability and cost. We currently do not



■ have that control usjig a government ran go and we look upon the launch 
facilities at Kodiak and Wallops as a yehide for achieving that goal.
Wa met again on tha April 24th in TRusvUle to report on the trip to Wallops and to 
assign action items far the next phase of our evaluation. Our schedule of events 
will take us to a presentation to Mr. Tellep and Mr. .Augustine by the first of June. 
At that time we hope to have direction to complete a more detailed study and to 
open negotiations with Alaska, and Virginia/NASA at Wallop© Island. The 
attendees were: Bill Mallana (S&SMS), Mary Snitch (S&SMS), Jeff Snyder 
(S&SMS), Bflf Derdock($&SMS). Axel Hohi (S&SMS), Ron Ssbaflno (S&SMS), 
Gerry Stanley (Special advieorto Gary Mam -t&TSS), Davrd-SCs Brown 
(I&TSS), Jerry Fallin (l&TSS), Dinty McxDrB(l_S$M&TSS), Bob Atkins,(Manned 
Spaco-l&TSSlMike Jchnson(S&SMS), Mike Zsrofsky(l&TSS)r Ken 
Branch(S&SMS), and m a1

Our focus today is somewhat Ifmfced and will expand as we gain knowledge and 
understanding. We are looking at becoming an'advisor to Alaska and Virginia 
during Activation of the launch completes.and Ground station anckthen-take-over 

-as the operating ccntractor for the state. We are considering a Stale Owned 
Contractor Operated FacflJty(SOCO).

I'm sure you can appreciate that we are doing Is very sensitive from a business 
standpoint so 1 'would ask you to bs discreet in your discussion with others.

We will kBep you Informed and if you have any questions please feel free to call 
me any time. : .

Charles M. Rash 
Manager, Advanced Programs 
Canaveral Launch Operations 
LOCKHEED MARTIN 
(407)853-6968

Sines rely



T ony K now les
GOVERNOR

April 20, 1995

The Honorable Gail Phillips 
Speaker of the House 
.Alaska State Legislature 
State Capitol 
Juneau, A K  99801-1182

Dear Speaker Phillips:

Under the authority of ait. I l l ,  sec. IS, of the Alaska Constitution, I am transmitting a b ill 
that would improve the ability of pub lic corporations of the st?te to finance technological 
developments.

This b ill amends AS 37.17 to facilitate the Alaska Science and Technology Foundation's 
(ASTF) development of commercial uses for technological developments, among its other 
puiposes. These amendments w ill assist state agencies and public corporations such as 
the Alaska Aerospace Development Corporation (AADC) and the Alaska Industrial 
Development and Export Authority (A IDEA) in technology-related development projects. 
ASTF would be able to provide guidance through its established peer review system and 
grant review process, as w e ll as financial assistance to projects meeting its technological 
and business criteria.

Existing AS 37.17.090(d) requires that at least 50 percent of the ASTF endowment 
income that is distributed by ASTF in a fiscal year must be for grants of S 100,000 or less. 
Section 3 of the b ill would exempt two grants to A IDEA  or AADC  from that 
requirement. Absent this exemption, ASTF would be lim ited to providing only minor 
financial assistance to projects of potentially great benefit to the state. One of the two 
grants is for development of the Kodiak launch complex and Fairbanks satellite ground 
station space park. The second grant is for development of low-rank coal water fuel 
technology. It is anticipated that the grants from ASTF for these projects may be phased 
in.

Section 5 of the b ill also provides ASTF with more flex ib ility to ensure a fair financial 
return to the state based upon the value derived by the grantee from the ASTF grant. The 
b ill replaces the current narrow language of AS 37.17.090(g), restricting ASTF to a return 
from "royalties, licenses, and patents", with broader language acknowledging that 
grantees can gain significant economic benefit from an ASTF grant without ever earning

t \ & 3  ) S

P.O. Box 110001 
Juneau, Alaska 99811-0001 

(907) 465-3500 
Fax (907) 465-3532

S t a t e  o f  A l a s k a
OFFICE OF THE GOVERNOR

J un eau
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The Honorable Ga il Phillips 
Page 2

income from royalties, licenses, and patents. For example, ASTF could receive a return 
from A A DC  for the operation of the Kodiak launch facility. Section 5 provides ASTF 
with additional protection for its investments by the addition of language a llow ing ASTF 
to take a security interest in, and own, patents, copyrights, and other intellectual property 
to secure payment of sums owed to ASTF under a grant agreement.

The b ill continues to require that tire revenue received by ASTF be paid into the principal 
of the endowment, subject to AS 37.07. The b ill allows ASTF to tailor each "return" 
provision to the specific circumstances of tire grantee. Under this provision, ASTF is able 
to receive a fair return where the grantee is going to manufacture and sell its own 
products based upon ASTF technology. ASTF is also able to receive a fair return based 
upon the growth in the grantee's business based upon the ASTF grant.

The b ill improves ASTT's ability to protect sensitive commercial information it receives 
through the grant process. Section 4 of the b ill amends AS 37.17.090(f) to allow the 
board of ASTF to adopt administrative regulations necessary to protect trade secrets and 
other proprietary information submitted to ASTF from disclosure under AS 09.25.110 -
09.25.120. These regulations would be adopted by the board under standards developed 
to protect the interests of the state and the prospective grantees.

The b ill also contains a section authorizing A iD EA  to issue up to $20,000,000 in bonds to 
finance the development of the Kodiak rocket launch complex and the Fairbanks satellite 
ground stations, or to finance these projects by other means available to .AIDEA. This 
section also includes a lim itation that the board of directors of .AIDEA and A ADC  must 
each determine that there is sufficient commercial interest and financial v iab ility to 
support the debt service and costs of the facility before money may be expended for any 
phase of construction.

I urge your prompt consideration and passage of this b ill.

Sir 1

T  onyi&nc 
Governor
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A l a s k a  C o u r t  S v s t e m

Fiscal Analysis 
CSHB 3 1 6  (FIN)

CSHB 31 6 (FIN) c rea tes  civil liability for actiGris w h ich  it a e s c r ib e s  as  fa lsa  cla im s ana  
im proper  p rac t ice  in civii c a s e s .  It a c e s  this by s a c in g  AS 0 9 . 6 5 .1  S O (sj - (f) to the 
C ode  of Civii P rocedure .

P ro p o se d  AS 0 9 .5 5 .1 9 0 ( a ) ,  (b), ic), and (el essen tia lly  cod ify  Civii Puie 1 1, w itn  tw o  
prim ary  d if fe re n ces .  F:rsx, CR 1 1 gives a .iucge the  d isc re t io n  :o im c o se  m o n e ta ry  or 
n o n -m o n e ta ry  san c tio n s  fcr im orocer oracxica on m otion  by  th e  e g g r e v e d  oarxy. 
CSHB 3 1 6  (FiN), on the o th e r  nand, allows an aggrieved  p a r ty  to  *iie an ac tion  fcr 
c o m p e n s a to ry  d am ag es .  The action m u s t  be part  of th e  s a m e  ac t io n  n w n icn  the  
injury a ro se  if the  action s th e  resuit of an ac t  or om ission  bv a par tv .  H o w ev er ,  th e  
ac tion  m u s t  be a s se r te d  as  a sepa ra te  action if tne  injury is th e  resu it  of an a c t  or 
om iss ion  by a non p ar ty  (such as an attorney). H an d in g  th e  is su e  of 'r iv c ic u s  p rac t ice  
as  a s e p a r a t e  claim in a civii suit, or as a s e p a ra te  civii s u i t  en tire ly , s  m e re  tim e 
c o n su m in g  (and  thus  m ore expensive) than  handling it as  a m o tio n .

S e c o n d ,  by ailowing a civil ac tion  for im orooer p rac tice ,  CSHB 31 S «FiN) e ssen tia l ly  
m a k e s  financial san c tio n s  (in the  form of c o m p e n s a to ry  and  pun it ive  d a m a g e s )  fcr 
su c h  b eh av io r  m a n aa to ry .  This differs from CR 11, w n ich  g ives  tn e  judge  d isc re t ion  
in im oosing  sa n c t io n s  ( these  m igh t include financial s a n c t io n s ,  exc lu s ion  or ad m iss io n  
of d isp u te d  ev idence ,  ex ten s io n  or limitation of d is c o v e r / ,  e tc . ) .  T he  fecera i c o u r ts  
b e g a n  requiring m a n d a to ry  san c tio n s  for im proper p ra c t ic e  in 1 9 3 3 .  This ruie 
g e n e ra te d  a d ram a tic  inc rease  in claims, and as a resu lt ,  th e  federal c o u r ts  rep ea led  
th e  req u ire m e n t  in 1 9 9 3 .  Federal sanc tions  are  once  again  d isc re t io n a ry .

P ro p o se d  AS 0 9 .6 5 .1 9 0 ( d )  and  (f) codify the  c o m m o n  law  c a u s e  of ac t io n  for 
m alicious p ro secu tio n .  It m odifies  the com m on  law by a l low ing  th e  civii ac t ion  if th e  
d e f e n d a n t  a c te d  w ith o u t p robab le  cause  on a claim or d e f e n s e ,  or a c te d  primarily for 
an im proper  p u rp o se .  U nder the  curren t s ta n d a rd ,  th e  d e f e n d a n t  m u s t  h a v e  a c te d  
w i th o u t  p robab le  cau se  on a claim or d e fen se ,  and a c te d  prim arily for an im p ro p er  
p u rp o s e .  By m aking it eas ie r  to  prove malicious p ro se c u t io n ,  m o re  prevailing li tigants  
can  be e x p e c te d  to  file s u c h  claims.

T h o s e  p ropos ing  th e s e  c h a n g e s  believe th a t  th e y  will r e d u c e  frivolous litigation, and  
th e y  m a y  be  co rrec t .  H ow ever ,  the  legal s ta n d a rd  for p rov ing  fr ivo lous c o n d u c t  is 
v e ry  high, an d  th u s  th e  ac tu a l  p e rc e n ta g e  of claims w h ic h  a re  frivo lous as  a m a t te r  
of law  is v e ry  small, n o tw ith s ta n d in g  th e  av e ra g e  d e f e n d a n t ' s  v ie w  to  th e  co n tra ry .  
M ost  c o m m o n ly  su c h  c a s e s  are  filed by p risoners  or o th e r  p ro  s e  li t igan ts .  T h o s e
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Fiscal A nalysis  
CSHB 3 1 6  (FiN)

c a te g o r ie s  of plaintiff are generally u n a w a re  of the oe ta iis  of :r.e C oce  of Civii 
P ro c e d u re ,  and  are jud g m en t-p ro o f  if th e y  do violate its provisions.

While po ten tia l ly  beneficial for certain litigants in specific  c a s e s ,  w e believe tn a t  this 
legisla tion  will resu lt  in a n e t  inc rease  in the  n u m b e r  of c a s e s  befo re  the  cou rt  s y s te m ,  
as  well as a leng then ing  of so m e  existing c a s e s .  At the  o re s e n t  t:me, app rox im ate ly  
95 p e rc e n t  of civil c a s e s  se t t le  w ithou t trial, and  tne d isc o v e ry  p r a s e  of a law su it  is 
s o e n t  a t te m p t in g  to  conv ince  the  opposing  p a r ty  th a t  it w o u ia  be m ore  financially 
a o v a n ta g e o u s  to  se t t le  th a n  to  continue. Accordingly, li tigants  car, be e x p e c te d  to 
j s e  CSHB 31 6 (FiN) as a n e w  tool to p re ssu re  th e  ocp o s in g  p a r ty  ;n to  se tt l ing  a case .  
In FY 3 5 ,  th e re  w ere  1 o ,30.6  civii c a se s  fiied in superio r co u r t ,  anc  3 ,0 0 5  civii c a se s  
m o t  c o u n t in g  small claims) filed in c istric : cou rt .  If only one  p e rc e n t  of tn o s e  c a se s  
r e su l te d  in a civil ac tion  for frivoious p rac t ice  {either oy the  d e f e n d a n t  alleging 
frivolous p ro se c u t io n ,  or th e  plaintiff alleging frivolous d e f e n s e ,  or bo tn) ,  th e re  w ou ic  
be 2 4 3  n e w  c a s e s  or n e w  claims in ex isting  c a s e s .  This fiscal n o te  a s s u m e s  
add itional judicial tim e, clerical c o s ts  a r d  jury fees .
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S P O N S O R  S T A T E M E N T

C S  f o r  H B  3 1 6

H o u s e  Bill 316 re q u ir e s  p a r t ie s  to  la w  s u i ts  to  b e  
t r u th f u l  a n d  r e s p o n s ib le  in  th e ir  p le a d in g s .  T h is  b ill 
d is c o u ra g e s  fa lse  s ta te m e n ts  in  l i t ig a t io n  a n d  
e n c o u ra g e  r e s p o n s ib i l i ty  b y  a ll p a r t ie s  a n d  th e ir  
a t to rn e y s .  It r e q u ir e s  m o re  c a re fu l  a n d  fo c u s e d  
p r e p a r a t io n  a n d  p r e s e n ta t io n  o f p le a d in g s .

T h is  b ill c re a te s  a n  o b lig a tio n  fo r  l i t ig a n ts  a n d  
a t to r n e y s  to  m a k e  re a s o n a b le  e f fo r ts  to  in s u r e  th a t  
c la im s  h a v e  a  p ro b a b i l i ty  o f s u c c e e d in g . If th e  c la im  
is  k n o w in g ly  o r  re c k le s s ly  fa lse , b o th  th e  a t to rn e y  
a n d  th e  p a r ty  c a n  b e  a s s e s s e d  d a m a g e s .

H B  316 re q u ir e s  a t to rn e y s  a n d  th e ir  c l ie n ts  to  
r e s e a r c h  th e ir  c la im s  to  a s s u re  th e y  a re  fa c tu a lly  
s u p p o r te d  b e fo re  f il in g  a  su it. T h is  b il l  w il l  h e lp  
e l im in a te  "b o ile r p la te "  p le a d in g s  in  la w  s u its  a n d  
e n c o u r a g e  r e s p o n s ib le  a n d  fo c u s e d  p le a d in g s .  
"B o ile r p la te "  p le a d in g s  in c lu d e  e v e ry th in g  a n y o n e  
c o u ld  e v e r  im a g in e  c o u ld  h a v e  h a p p e n e d  r a th e r  
th a n  fo c u s in g  o n  th o s e  sp e c if ic  is s u e s  th a t  a c tu a lly  
h a p p e n e d .  T h e se  e x t r a n e o u s  p le a d in g s  a re  
e x p e n s iv e  to  w o r k  th r o u g h  a n d  a re  m o s t  o f te n  
th r o w n  o u t. T h e y  s im p ly  c a u se  o n e  p a r ty  to  e x p e n d  
s ig n if ic a n t d o lla r s  to  p a r e  th e  f i l in g  d o w n  to  th e  re a l  
is s u e s .

Office of Rep. Mulder
HB 316
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M a n y  s u its  a re  o f te n  tim e s  c h e a p e r  to  s e tt le  th a n  
li t ig a te , r e g a rd le s s  o f th e ir  m e rit .  T h is  b ill d o e s  n o t  
a ffec t s u its  f iled  in  g o o d  fa ith . I t w ill, h o w e v e r ,  h a v e  a 
s ig n if ic a n t d e te r r e n t  e ffec t o n  th o s e  w i th o u t  m e r i t .  A  
s y s te m  th a t  a l lo w s  d e c e it  to  b e  r e w a r d e d  m u s t  b e  
c h a n g e d .

T h is  b ill  a s s ig n s  f in a n c ia l r e s p o n s ib i l i ty  to  th o s e  w h o  
file  s u its  w i th o u t  p ro b a b le  c a u se , th o s e  w h o  p r o v id e  
fa lse  in fo rm a tio n , th o s e  w h o  wTa n t  to  u s e  c la im s  a n d  
c ro ss  c la im s  to  c lo u d  th e  is s u e s  a n d  th o s e  w h o  w a n t  
to  go  o n  u n s u c c e s s fu l f is h in g  tr ip s . T h is  is n o t  w h y  w e  
h a v e  a n d  s u p p o r t  a  ju d ic ia l  sy s te m .

A  ju r y  w ill  m a k e  th e  d e te rm in a t io n  w h e th e r  th e  
in fo rm a t io n  p r e s e n te d  w a s  in te n t io n a l  a n d  m a te r ia l .  
If h o n e s t  e r ro rs  a re  m a d e , th e re  w ill  b e  n o  p ro b le m . I 
b e l ie v e  th a t  th e  ju r y  c a n  m a k e  th e s e  d e c is io n s  a n d  
th a t  th e  d e te r r e n t  e ffec t o f  th is  b ill  w ill  a p p ly  to  th o s e  
c a se s  th a t  a re  in a p p r o p r ia te  w i th o u t  in h ib i t in g  th e  
f il in g s  o f cases  b e l ie v e d  to  h a v e  m e r i t .

Office of Rep. Mulder 
HB 316

February 16, 1996
Page 2
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A l a s k a  C o u r t  S y s t e m

Fiscal Analysis 
CSH B 3 1 6  (JUD)

CSHB 3 1 6  (JUD) c r e a t e s  civil liability fo r  ac t io n s  w h ic h  it d e s c r ib e s  a s  fa lse  c la im s 
a n d  im p ro p e r  p ra c t ic e  in civil c a s e s .  It d o e s  th is  by ad d in g  A S 0 9 . 6 5 . 1 9 0 (a )  - (f) to  
t h e  C o d e  of Civil P ro c e d u re .

P r o p o s e d  AS 0 9 . 6 5 . 1 9 0 (a ) ,  (b), (c), a n d  (e) essen tia l ly  c o d ify  Civil Rule 1 1 ,  w i th  tw o  
p r im ary  d i f f e re n c e s .  First, CR 11 g iv e s  a  ju d g e  th e  d isc re t io n  to  im p o se  m o n e ta r y  or 
n o n -m o n e ta ry  s a n c t io n s  fo r  im p ro p e r  p rac t ice  on  m o t io n  b y  th e  a g g r ie v e d  par ty .  
CSHB 3 1 6  (JUD), o n  th e  o th e r  h a n d ,  a l low s  an ag g r ie v e d  p a r ty  t o  file an  a c t io n  for 
c o m p e n s a to r y  d a m a g e s .  T h e  a c t io n  m u s t  be p a r t  of t h e  s a m e  a c t io n  in w h ic h  th e  
injury a ro s e  if t h e  a c t io n  is t h e  r e su l t  o f  an  a c t  or o m iss io n  by  a p a r ty .  H o w e v e r ,  th e  
a c t io n  m u s t  b e  a s s e r t e d  a s  a s e p a r a t e  ac t ion  if th e  injury is th e  re su l t  o f  an  a c t  or 
o m iss io n  by  a n o n p a r ty  (su ch  a s  a n  a t to rn e y ) .  Handling t h e  is su e  of f r ivo lous  p ra c t ic e  
a s  a  s e p a r a t e  c la im  in a  civil su it ,  o r  a s  a s e p a ra te  civil s '  it en tire ly ,  is m o re  t im e  
c o n s u m in g  (and  t h u s  m o re  e x p e n s iv e )  th a n  handling it a s  c. .n o t io n .

S e c o n d ,  by  a l low ing  a  civil a c t io n  fo r  im p ro p e r  p rac t ice ,  CSHB 3 1 6  (JUD) e sse n t ia l ly  
m a k e s  financia l s a n c t io n s  (in t h e  fo rm  o f  c o m p e n s a to r y  an d  pun it ive  d a m a g e s )  for 
s u c h  b e h a v io r  m a n d a to ry .  This  d iffe rs  f ro m  CR 11 , w h ic h  g ives  th e  ju d g e  d isc re t io n  
in im p o s in g  s a n c t io n s  ( th e s e  m ig h t  inc lu d e  financial s a n c t io n s ,  ex c lu s io n  or ad m iss io n  
o f  d is p u te d  e v id e n c e ,  e x te n s io n  or lim ita tion  of d isco v e ry ,  e t c . ) .  T h e  fed e ra l  c o u r ts  
b e g a n  requiring  m a n d a to r y  s a n c t i o n s  fo r  im proper p ra c t ic e  in 1 9 8 3 .  T h is  rule 
g e n e r a te d  a d r a m a t ic  in c re a s e  in c la im s ,  an d  a s  a resu lt ,  t h e  fed e ra l  c o u r t s  rep ea led  
t h e  r e q u i re m e n t  in 1 9 9 3 .  F edera l s a n c t io n s  are  o n c e  aga in  d isc re t io n a ry .

P ro p o s e d  A S 0 9 . 6 5 . 1 9 0 ( d )  a n d  (f) co d ify  th e  c o m m o n  la w  c a u s e  o f  a c t io n  for 
m a lic io u s  p r o s e c u t io n .  It m od if ie s  t h e  c o m m o n  law  by  a llow ing  th e  civil a c t io n  if th e  
d e f e n d a n t  a c t e d  w i th o u t  p ro b a b le  c a u s e  on a claim or d e f e n s e ,  or a c t e d  prim arily  for 
an  im p ro p e r  p u rp o s e .  U n d er  th e  c u r r e n t  s ta n d a rd ,  t h e  d e f e n d a n t  m u s t  h a v e  a c te d  
w i th o u t  p ro b ab le  c a u s e  on  a c la im  or d e f e n s e ,  and  a c t e d  primarily fo r  an  im p ro p er  
p u rp o s e .  By m a k in g  it e a s ie r  t o  p ro v e  m alic ious p ro s e c u t io n ,  m o re  prevailing  li tigan ts  
c a n  b e  e x p e c te d  to  file s u c h  c la im s .

T h o s e  p ro p o s in g  t h e s e  c h a n g e s  be l iev e  t h a t  th e y  will r e d u c e  frivo lous litiga tion , and  
th e y  m a y  be  c o r r e c t .  H o w e v e r ,  t h e  legal s ta n d a rd  fo r  p rov ing  fr ivo lous  c o n d u c t  is 
v e ry  h igh , a n d  t h u s  t h e  a c tu a l  p e r c e n t a g e  of claim s w h ic h  a re  f r ivo lous  a s  a  m a t te r  
o f  la w  is v e ry  sm all,  n o tw i th s t a n d in g  t h e  a v e ra g e  d e f e n d a n t ' s  v ie w  t o  t h e  c o n t ra ry .  
M o s t  c o m m o n ly  s u c h  c a s e s  a re  filed b y  p r isoners  or o th e r  p ro  s e  l i t igan ts .  T h o s e
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c a te g o r ie s  of p la in tiff  a re  gen era lly  u n a w a r e  o f  t h e  de ta i ls  of th e  C o d e  of Civil 
P ro c e d u re ,  a n d  a re  ju d g m e n t-p ro o f  if t h e y  d o  v io la te  its p rov is ions .

W hile p o te n t ia l ly  benefic ia l for c e r ta in  l i t igan ts  in s p e c if ic  c a s e s ,  w e  be l iev e  th a t  th is  
leg is la t ion  will re su l t  in a n e t  in c re a s e  in t h e  n u m b e r  of c a s e s  b e fo re  th e  c o u r t  s y s te m ,  
a s  w ell a s  a le n g th e n in g  of s o m e  e x is t in g  c a s e s .  A t t h e  p r e s e n t  t im e ,  a p p ro x im a te ly  
9 5  p e r c e n t  o f  civil c a s e s  s e t t l e  w i th o u t  trial, an d  th e  d isc o v e ry  p h a s e  o f  a  la w su it  is 
s p e n t  a t t e m p t in g  to  c o n v in c e  th e  o p p o s in g  p a r ty  t h a t  it w o u ld  be  m o re  financially  
a d v a n t a g e o u s  t o  s e t t l e  th a n  to  c o n t in u e .  A ccord ing ly , li t igants  c a n  be  e x p e c te d  to  
u s e  CSHB 3 1 6  (JUD) a s  a n e w  to o l  t o  p re s s u re  th e  o p p o s in g  p a r ty  in to  se t t l ing  a 
c a s e .  In FY 9 5 ,  th e r e  w e r e  1 6 , 3 0 6  civil c a s e s  filed in su p e r io r  c o u r t ,  a n d  8 , 0 0 5  civil 
c a s e s  (n o t  c o u n t in g  sm all c la im s) filed in d is tr ic t  c o u r t .  If only o n e  p e r c e n t  of th o s e  
c a s e s  re s u l te d  in a civil a c t io n  for f r ivo lous  p ra c t ic e  (e i the r  by  th e  d e f e n d a n t  alleging 
fr ivo lous  p ro s e c u t io n ,  or t h e  plaintiff alleging frivo lous d e fe n s e ,  or b o th ) ,  t h e r e  w ou ld  
be  2 4 3  n e w  c a s e s  o r  n e w  c la im s  in ex is t ing  c a s e s .  This fiscal n o te  a s s u m e s  
add it io n a l  judicial t im e , clerical c o s t s  an d  jury fe e s .
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IN T H E  L E G ISL A T U R E  O F T H E  S T A T E  O F  A L A SK A

N IN E T E E N T H  L E G ISL A T U R E  - S E C O N D  SE SSIO N

BY T H E  H O U S E  F IN A N C E  C O M M IT T E E

O ffered :
R e fe rred :

S p o n so r(s): R E P R E S E N T A T IV E  M U L D E R

A B ILL 

FOR AN ACT ENT ITLED  

"An Act relating to civil liability for false claims and improper allegations or 

defenses in civil practice; amending Rules 13(e) and 82(b), Alaska Rules of C iv il 

Procedure; and providing for an effective date."

BE IT  ENACTED  BY THE  LEG ISLATURE OF THE STATE OF ALASKA:

* S e c tio n  1. AS 09.65 is am ended  by adding  a new  sec tion  to read:

Sec. 09.65.190. C IV IL  L IA B IL IT Y  F O R  F A L S E  C LA IM S A N D  IM P R O PE R  

P R A C T IC E , (a) A person  m ay not

answ er, or o ther civil p leading that contains false allegations or m aterial m issta tem ents 

o f  fact;

de term in in g  that, to the best o f  the s ig n e r’s k now ledge , in fo rm ation , and  belief, each 

c la im , defense , and a llega tion  con ta ined  in the p lead ing  is w ell g rounded  in fact and 

is w arran ted  by ex isting  law  or a good faith a rgum ent for the ex tension , m odification ,

(1) know ingly  or recklessly file, or cause to be filed, a civil com plaint,

(2) sign  a civ il p lead ing  befo re  m ak in g  reaso n ab le  inqu iry  and

-1-
N e w  T e x t  U n d e r l i n e d  [DELETED T E X T  BRACKETEDI
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o r reversal o f ex isting  law ; or

(3) in terpose , in a  civ il ac tion , a claim , defense, o r a llega tion  fo r an 

im p ro p er purpose , including  to h arass o r to cause  unnecessary  delay  o r need less 

increase  in the cost o f  litigation.

(b) If the trier o f  fact determ ines that a party  to a civil action  has in ten tionally  

m ade a false statem ent o f a m aterial fact in connection with the prosecution o r defense 

o f  a civ il ac tion , the cou rt shall en te r  ju d g m en t against the party  m ak ing  the fa lse  

s ta tem en t on the issue to w hich the false statem ent relates. If  the civil action involves 

m u ltip le  cla im s and the false sta tem en t does not apply  to all c la im s, the ju d g m e n t 

req u ired  u n d er this sec tion  shall app ly  only to those cla im s to w hich the fa lse  

s ta tem en t relates.

(c) A  person w ho is injured by a violation o f (a) o f  this sec tion  m ay bring  an
p > r \6  p u _ o ‘\ f , \ ) C .  

ac tio n  for com pensato ry^dam ages. H ow ever, if  the injury is the resu lt o f  an ac t o r

o m issio n  o f  a

(1) party, then the action  shall be asserted  in the sam e action in w hich  

the in jury  arose; and

(2) nonparty , then the action shall be asserted  in a separate  ac tion  

co m m en ced  afte r en try  o f final ju d g m e n t in the ac tion  in w hich the injury arose.

(d) A person who, on the perso n ’s own behalf or as a representative o f a party, 

tak es  part in the in itia tion , defense, con tinuation , o r p ro cu rem en t o f  a civ il ac tion  

a g a in s t ano ther is su b jec t to civil liab ility  for com pensa to ry  and p u n itiv e  dam ag es if 

the person  acts

(1) w ithout probable cau se  on a c laim  o r defense; o r

(2) p rim arily  for a p u rpose  o th er than that o f  secu rin g  the  p ro p e r 

ad ju d ica tio n  o f a claim  o r defense invo lved  in the civil action.

(e) In an action to recover d am ag es u n d er (c) o f  th is sec tio n , a person  is no t 

req u ired  to be the p revailing  party in the civil action  in w hich  the  v io la tion  o f (a) o f  

th is sec tio n  occurred.

( 0  A person m ay not bring a civ il action to recover dam ages u n d er (d) o f  this 

se c tio n  un less final ju d g m en t has been  en tered  in the civ il action  d esc rib ed  in (d) o f  

th is  sec tio n . F o r pu rposes o f  this subsec tion , a person  is no t req u ired  to be the

W O R K  D R A F T  W O R K  DRAFT W O R K  DRAFT

CSHB 316(FIN) -2-
N e w  T e x t  U n d e r l i n e d  [DELETED T E X T BRACKETED1
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p rev a ilin g  party  in the civil ac tion  in w hich the v io lation  o f (d) o f  th is section

o ccu rred . n c ^  O . R C i n O O

(g) I f  a person waniinr 5 5  S B a ia a g e S  ZfflZBBB̂ u n d e r

(c) o r (d) o f  this section , the court shall aitw .award actual reaso n ab le  a tto rney  fees to
,, ... o S ,  L O V x - e r V N - s C - r
the p rev a ilin g  parly , ^  ^  ^  ^  ^  ^

* S ec . 2. A S 09 .65 .190(c)(1 ), as enacted  by sec. 1 o f this A ct, has the e ffec t o f  am ending  

R ule 13(e), A lask a  R ules o f C ivil P roceaure , by requiring a claim  u nder A S 09 .65 .190(a) that 

is a c q u ired  a fte r serv ice  o f  a p lead ing  to be asserted  in the sam e action.

* S ec . 3. AS 09 .65 .190(g ), enacted  in sec. 1 o f  this Act, has the e ffec t o f  am en d in g  R ule

82(b), A lask a  R ules o f  C ivil P rocedure, by a llow ing  the aw ard  o f  actual reaso n ab le  a tto rney  

fees in a civ il ac tion  for false cla im s or im proper civ il practice.

* S e c . 4. S E V E R A B IL IT Y . U nder AS 01 .10 .030 , if any p ro v isio n  o f  this A ct, or the 

ap p lica tio n  o f  a p rov ision  o f  this A ct to any person  o r c ircu m stan ce  is held  invalid , the 

re m a in d e r o f  this A ct and the app lication  to o th er persons shall n o t be affected .

* S ec . 5. T h is  A ct takes e ffec t im m ediately  u n d er AS 01 .10 .070(c).

W O R K  D R A F T  W O R K  DRAFT W O R K  DRAFT
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^ ________________________  S ,A L
PreparecTby: Willis F . K lifoatrickT D lrecfer ^ /  P h o n e : 465-2521

Division: B anking , S ecu ritie s  a n d  C prflorations

Approved by Commissioner: William L  Hensley l / d j  
A gency: C o m m erce  a n d  £g6nom ic  D evelopm ent

Date:

Date: -^-•2,-90'

P R E P A R E R  T O  PR O V ID E A L^D IST R IB U T IO N  C O P IE S  TO  G O V E R N O R 'S  LEGISLATIVE OFFICE
For further distribution information, call the Governor's legislative Office

Page 1 of 1



F I S C A L  N O T E

S T A T E  O F  .ALASKA
1996 LEGISLATIVE SESSION

No. 5
Bill Version: sshb 7 5 
(H) Publish Dale: 1 /30/96

Revision Date: 
Title: An act related to vehicle theft...

Sponsor:
Requester:

Rep. Sanders

Dept. Affected: 
'BRU: All_
Component: ___

Corrections

House State Affairs

Expenditures/Revenues
COMPONENT SERIAL NO. 

( T h o u s a n d s  o f  D o l la r s )

It 0694

OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY 00 FY 01 FY 02
PERSONAL SERVICES 271.5 275.6 279.7 283.9 288.2 292.5
TRAVEL
CONTRACTUAL 727.0 727.0 727.0 727.0 727.0 727.0
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS 308.2 308.2 308.2 308.2 308.2 308.2
TOTAL OPERATING 1,306.7 1.310.8 1,314.9 1,319.1 1,323.4 1,327.7

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 1,306.7 1,310.8 1.314.9 1.319.1 1.323.4 1.327.7
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Fiscal Note
“An Act relating to Vehicle Theft” 
Page 2 of 2

(Continued from  page 1 o f 2)

assum ed  they will av e rag e  3 m onths in prison and 12 m onths in a CRC.

32 O ffenders X  90 days X  S 107 per day =$ 308 ,160
32 O ffenders X  365 days X  $57  per day =S 66 5 ,7 6 0
32 O ffenders X  240  days X  $4.25 per day =$ 32 .940
TOTAL NEW  =51,006,560

F o rty -th ree  (43 ) n ew  “ C ” Felons will be convicted  and sen ten ced  to  an av e rag e  o f  30  days in 
C R C ’s and 6 m o n th s p robation . T hese first tim e o ffenders w ould  have b een  serv ing  an av e rag e  
o f  5 days w h ich  w o u ld  have been served in a CRC  u n d er the  old statu te . .An av e rag e  net o f  25 
add itional days will be served  p e r offender and the sen tence will be served  in a C R C  at an 
average co s t o f  $ 57 .00  per day.

N ew  (43 O ffenders X  180 D ays X 5 4  25 per day) =  $ 3 2 ,895
N ew  (43 O ffenders X  25 D ays X  S 57.00 per day) = $ 6 1 .2 7 5

TO TA L  NEW  = $ 94,170

E igh ty -five  (85 ) add itional “ C ” felons will be conv icted  and receive a su sp en d ed  im position  o f
sen tence fo r o n e  year. T h eir conv iction  will be set aside if  th ese  o ffenders successfu lly  co m p le te  
their y e a r’s p ro b a tio n . T h e  D epartm en t assum es th a t these will be the least se rio u s  first tim e 
o ffenders, to  be  m anaged  at a low er level o f  p robation  superv ision , and th e  c o s t per case  will be 
a b o u t '/; the  av e rag e  co s t o f  o th e r prouationers in this g roup  o f  offenders.

New (85 Offenders X 365 days X S 4.25 per day) = S 131,856 [Probation!

E ach felony  co n v ic tio n  will requ ire  a p re-sen tence investigation . W hile th e  cases  w o u ld  be 
sp read  ac ro ss  th e  sta te , the  increm ental equivalent is 1. f p ro b a tio n  o fficer positions.

A to ta l o f  fo u r (4) p ro b a tio n  officers and an A dm inistrative C lerk  will be  requ ired .

P.O. I I  (w/benefits) S 52,900 X 1.4 = S 74,060 for presentence investigations.

T O T A L  N E W  C O S T S  S  1 , 3 0 6 , 6 4 6

P a g e  2 o f  2
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C S  F O R  H O U S E  B IL L  N O . 3 1 9 (L & C )

IN  T H E  L E G ISL A T U R E  OF T H E  S T A T E  O F  A L A S K A

N IN E T E E N T H  L E G ISL A T U R E  - S E C O N D  SE SSIO N

BY T H E  H O U S E  L A B O R  A N C  C O M M E R C E  C O M M IT T E E

O ffe red : 2/2/96
R efe rred : F in an ce

S po n so r(s): H O U S E  L A B O R  A ND  C O M M E R C E  C O M M IT T E E  BY R E Q U E S T

A  B IL L

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

"A n  A c t re la t in g  to  th e  re g u la tio n  o f  sm all lo an  a n d  re ta il  in s ta llm e n t 

tra n s a c t io n s ."

B E  IT  E N A C T E D  BY T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S ec tio n  I. A S 0 6 .2 0 .0 3 0 (a ) is am ended  to read:

(a) Investigation  ex p en ses  incurred  by the d ep artm en t in p ro cessin g  an 

app lica tion  fo r licensu re  shall be charged  to and paid by the app lican t u nder 

A S 06 .01 .0 1 0 . A t the tim e o f  su bm itting  the app lica tion  to the co m m issio n e r, the 

ap p lican t shall pay to the departm en t $1 .000  [$400] in partial paym ent o f  those 

investigation  ex p en ses  incurred  by the departm ent. [IF  T H E  IN V E S T IG A T IO N  

E X P E N S E S  IN C U R R E D  BY T H E  D E P A R T M E N T  DO  N O T  E X C E E D  $400, T H E  

R E M A IN D E R  S H A L L  B E P R O M PT L Y  R E F U N D E D  T O  T H E  A P P L IC A N T .]

* Sec. 2. A S  0 6 .2 0 .0 3 0 (b ) is am ended  to read:

(b) A n app lican t shall pay to the departm en t at the tim e o f  su b m ittin g  an 

app lica tion  a sum , in add ition  to that spec ified  in (a) o f  this sec tion , o f  $500  fo r  a

I ] 110319b -I- CSHB 3I9(L&C)
N e w  T e x t  U n d e r l i n e d  [DELETED T EX T BRACKETEDJ
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s in g le  o ffice licen se , o r  $ 2 .0 0 0  fo r  a  m u ltip le  o ffice  license  [$200] as an annual 

license fee lo r a period  te rm in atin g  on the last day o f  the cu rren t ca lendar year. [IF  

T H E  A P P L IC A T IO N  IS F IL E D  A F T E R  JU N E  30, T H E  A D D IT IO N A L  SU M  IS 

$ 1 0 0 . ]

* Sec. 3 . A S 06 .2 0 .0 4 0  is am ended  to read:

Sec. 06 .20 .0 4 0 . L IQ U ID  A S S E T S  R E Q U IR E D . An app lican t shall p rove , in 

form  sa tisfac to iy  to  the dep artm en t, that the applicant has availab le  for the operation  

o f  the bu sin ess  at the location  spec ified  in the app lica tion , liquid asse ts  o f  at least 

$25 .000 . o r . in  th e  ca se  o f  a m u ltip le  o ffice  license , th a t  th e  e q u iv a le n t a m o u n t  is 

a v a ila b le  to  ea ch  o ffice  fro m  a c e n tr a l  a c c o u n t m a in ta in e d  hv  th e  a p p l ic a n t  

[ $ 2 0 ,0 0 0 ] .

* S ec. 4. A S 0 6 .2 0 .0 5 0  is am ended  to read:

Sec. 06 .20 .0 5 0 . B O N D . T h e  app lican t shall file w ith  the app lica tion  a bond 

to be approved  by the departm en t in w hich the app lican t shall be the ob ligo r, in the 

sum  o f  $25 .000  [$5,000] w ith  one  o r m ore sureties. O n ly  one b o n d  is r e q u ir e d  lo r  

an  a p p lic a tio n  fo r  a m u ltip le  o ffice  licen se . T he bond shall be fo r the use o f  the 

slate  and any person  w ho m ay have a cause o f action  against the o b lig o r u nder th is 

chapter. T h e  bond  m ust s ta te  that the ob lig o r will faithfully  conform  to and ab ide by 

the p rov isions o f  th is chap te r and o f all regulations law fully  adopted  by the 

departm en t, and  w ill pay to the sta te  and to any person  all m oney that m ay becom e 

due or o w in g  to the state  o r to the person  from  the applicant under th is chapter.

* S ec. 5 . A S 0 6 .2 0 .0 6 0  is am ended  to read:

Sec. 06 .20 .0 6 0 . IS S U A N C E  O F  L IC E N SE . Upon the filing  o f  the ap p lica tio n , 

the paym en t o f  the fees and the approval o f  the bond, the d epartm en t shall issue a 

license to the app lican t if it finds upon investigation that (1) the financial 

responsib ility , experience , ch arac te r, and general fitness o f  the app lican t and o f  its 

m em bers if the app lican t is a co p a rtn ersh ip  o r associa tion , and o f  its o fficers  and 

d irec to rs if  the app lican t is a co rp o ra tio n , are such as to com m and  the co n fid en ce  o f  

the com m unity  and to \ 'a rran t b e lie f  that the business w ill be operated  honestly , fairly , 

and efficien tly  w ith in  the pu rposes o f  this chapter, and (2) a llow ing  the app lican t to 

engage in bu sin ess  o t th e  lo ca tio n  w ill p ro v id e  ac cess ib ility  a n d  [P R O M O T E  T H E ]

CSHB 319(L&C) -2- HB0319b
N e w  T e x t  U n d e r l i n e d  [DELETED TEXT DRACKF"ED]



1 conven ience for borrowers of money [A N D  A D V A N T A G E  O F  T H E  C O M M U N IT Y

£  2 IN W H IC H  T H E  B U S IN E S S  IS T O  B E  C O N D U C T E D ], and (3) the ap p lican t has

3 ava ilab le  for the operation  o f  the b usiness at the sp ec ific  location liquid  asse ts o f  at

4 least $25 .000 . or. in the case of a multiple office license, that the equivalent
5 amount is available to each office from a central account maintained by the
6 a p p lic a n t [$20 ,000]. T h e  fo rego ing  facts are co n d itio n s p receden t to the issuance o f

7 a license under this chap ter. T he license perm its  the app lican t to m ake loans in

8 accordance w ith  this ch ap te r at the location  or locations spec ified  in the app lica tio n .

9 T he license rem ains in full fo rce and e ffec t until it is su rrendered  by the licensee  o r

10 revoked o r suspended . If the departm en t den ies the app lica tion , it shall no tify  the

1 1 applican t o f  the denial, bill the app lican t for any o u ts tan d in g  ex p en ses  incurred  by the

12 departm ent during  the investigation  and return the bond  if those ex p en ses  have been

13 paid. T he departm en t shall approve or deny  every  app lica tion  for license w ith in  60

14 days from  the filing o f  the app lication  w ith  the fees and the approved  bond. If  the

15 application  is denied , the departm en t shall, w ith in  20 days thereafter, serve  upon  the

16 app lican t a copy  o f the w ritten  decision  and find ings. T he dec ision  and find ings m ay

17 be review ed in the m anner provided in A S 44 .6 2 .5 6 0  and 44 .6 2 .5 7 0  (A d m in istra tiv e

18 P rocedure A ct).

19 * Sec. 6. AS 0 6 .20 .090  is am ended  to read:

2 0  Sec. 06 .20 .090 . PL A C E S O F  B U S IN E S S , (a ) A  licensee m ay m ain ta in  on ly

21 one place o f  business u nder a single o ffice  [TH E] licen se , or up to 10 places of
22 business under each multiple office license. T he d ep artm en t m ay issue m ore than

23 one license to the sam e licensee upon co m p lian ce  w ith  the p ro v isio n s o f this ch ap te r

24 g o vern ing  the orig inal issuance o f  a license.

25  (b) If a licensee changes the p lace o f  b usiness to an o th er location  w ith in  the

26  sam e m unicipality , the licensee shall g ive  w ritten  no tice to the departm en t in advance.

27 Upon approval, the department shall issue an amended license lor [T H E

28 D E P A R T M E N T  S H A L L  A T T A C H  T H E  W R IT T E N  N O T IC E  O F  T H E  C H A N G E  T O

29 T H E  L IC E N S E  T O G E T H E R  W ITH  T H E  D A TE . T H E R E A F T E R  T H E  L IC E N S E E

3 0  M A Y  O P E R A T E  T H E  B U SIN E SS  U N D E R  T H E  L IC E N S E  A T] the new  location.

31 A licensee m ay not change the place o f  business to a location ou tside  the m un icipality

I(B03l9h -3- CSIIB 3I9(L&C)
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in w hich  the licensee is au th o rized  to  do  business.

* Sec. 7. A S 06 .2 0 .1 8 0  is am ended  to  read:

Sec. 06 .20 .180 . B O O K S  A N D  R E C O R D S  O F  L IC E N S E E S . E ach licensee 

shall keep  and use in the licen sed  p re m ise s  [B U S IN E S S ] those books, accoun ts , and 

records that w ill enable the d ep a rtm en t to d e term in e  w he ther the licensee is co m p ly in g  

w ith  th is ch ap te r and w ith  the reg u la tio n s law fu lly  adop ted  by the departm en t u nder 

th is ch ap te r. T h e  m a in te n a n c e  o f  s e p a ra te  b o o k s  a n d  r e c o rd s  fo r  a n o th e r  b u s in e ss  

a u th o r iz e d  by  th e  d e p a r tm e n t  u n d e r  A S  0 6 .2 0 .2 1 0  is n o t r e q u ir e d .  T h e  m e th o d  

o f  tru c k in g  a n d  n u m b e r in g  th e  lo a n s  sh a ll h e  d e te rm in e d  bv  th e  licen see , a s  lo n g  

a s  th e  sv s tem  en a b le s  th e  d e p a r tm e n t  to  p e r fo rm  th e  d e p a r tm e n t ’s o b lig a tio n s  

u n d e r  th is  t i t le . T he licensee shall p reserve  the books, accoun ts, and  records, 

includ ing  ca rds used in the card  sy stem , if any , for tw o years a fte r m ak ing  the final 

en try  on any recorded  loan.

* Sec. 8. A S 06 .2 0 .2 4 0  is am ended  to read:

Sec. 06 .20 .240 . L O A N S  FO R  P U R P O S E  O F  O B T A IN IN G  H IG H E R  

IN T E R E S T . [A  L IC E N S E E  M A Y  N O T  IN D U C E  O R  P E R M IT  A B O R R O W E R  T O  

S P L IT  U P  O R  D IV ID E  A L O A N .] A  licensee m ay not induce o r perm it a p erson , or 

a h usband  and w ife jo in tly  o r sev e ra lly , to  sp li t  u p  o r  d iv id e  a lo an  o r  to becom e 

ob ligated , d irec tly  or co n tin g en tly  o r bo th , u nder m ore than one loan con tract at the 

sam e tim e, for the purpose  o r w ith  the resu lt o f  o b ta in in g  a h ig h er rate o f  in te rest than 

w ould  o th erw ise  be perm itted  by A S 0 6 .2 0 .2 3 0 . H o w e v er, a licen see  m ay  e n te r  in to  

n ew  o r  d if fe re n t  loan  t r a n s a c t io n s  w ith  th e  b o r r o w e r  o r  th e  b o r r o w e r 's  sp o u se  a t  

a d if f e re n t  tim e  so lo n g  a s  th e  p u rp o s e  o f  th e  a d d it io n a l  t r a n s a c t io n  d o es  n o t 

v io la te  th is  sec tio n .

* Sec. 9. A S 06 .2 0 .2 5 0  is am en d ed  by ad d in g  new  sub sec tio n s to read:

(d) L oan con trac ts  m ust p rov ide fo r su b stan tia lly  equal paym en ts, and  the 

p aym en ts m ust be due at least once a m onth , w ith  the first pay m en t b eg inn ing  not la ter 

than  45 days from  the da te  the loan is m ade.

(e) If  the irregu lar pay m en t is con firm ed  in w ritin g  by the bo rrow er, and the 

m ethod o f  repaym ent is co n sis ten t w ith  the m ax im um  term  and annual in te rest rate 

p rov ided  in th is chapter, and if a b o rro w er d em o n stra tes su ffic ien t seasonal o r

CSHB 319(L&C) -4-
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1 ex trao rd inary  incom e to su pport repaym en t o f  a loan, the loan co n trac t m ay p ro v id e

2 fo r irregu lar p ay m en ts  and first pay m en t lean  ex ten sio n s g rea ter than  45 days from  the

3 date  the loan is m ade.

4 * Sec. 10. A S  06 .2 0 .2 6 0 (a ) is am en d ed  to read:

5 (a) A  fu rther o r o th e r charge o r am o u n t for an ex am in a tio n , serv ice , b rokerage

6 com m ission , expense , fee, bonus, or o th er th ing  m ay not be d irec tly  o r ind irec tly

7 charged , con tracted  for, o r rece ived  excep t

8 (1) law ful fees ac tua lly  paid o u t by the licensee to a p u b lic  o ffic e r fo r

9 filing , reco rd ing , o r re leasin g  any in strum en t secu ring  the loan, or premiums payable
10 for insurance in lieu of perfecting a security interest if the premiums do not
11 exceed the fees that would otherwise normally he incurred for perfecting, filing.
12 recording, and releasing the security interest, or for transferring  ce rtifica te  o f  title

13 to a m o to r veh ic le  secu rin g  the lien o r no ting  a lien on that ce rtifica te ;

14 (2) p rem iu m s ac tua lly  paid ou t fo r insurance on any one o r com b in atio n

15 o f  the fo llow ing: p ledged  p roperty  o f  the b o rro w er, o r co n su m er c red it in su rance; in

16 th is paragraph , "consum er cred it insurance" has the m ean ing  g iven  in A S  2 1 .57 .160 ;

17 (3) taxable costs  and  expenses to w hich  the licensee b eco m es en titled

18 u nder general law in any court p ro ceed in g s to co llec t a loan o r  to rea lize  on the

19 secu iity  after defau lt;

20 (4) for loans of $10.000 or less that are secured by an interest in
21 re a l  e s ta te , reasonab le  co sts  and fees paid by a licensee fo r ap p ra isa ls , su rveys, and

22 title  insurance o r reports [IF  T H E  L O A N  IS S E C U R E D  B Y  A N  IN T E R E S T  IN R E A L

23 E ST A T E ];

24 (5) for loans over $10,000. whether or not secured by an interest
25 in real estate, reasonable costs and fees paid by a licensee for appraisals, surveys.
26 title insurance or reports, and credit reports:
27 {6) a late paym en t fee o f  not m ore than 10 percen t o f  the paym en t that

28 is due o r $25  [$15], w h ich ev er is Icssi

29 (7) a fee for dishonored checks not to exceed $25 for each
30 dishonored check:
31 (8) reasonable attorney fees, actual expenses, and costs incurred in

Ne w T e x t  U n d e r l i n e d  [DELETED T E X T BRACKETED]
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connection with the collection of a delinquent debt or a foreclosure if the 
collection or foreclosure is referred to an attorney who is not a salaried employee 
of the licensee and the balance then owing on the debt exceeds $5.000:

(9) actual expenses and costs inc lined  in connection with a
repossession.

* Sec. 11. A S  06 .2 0 .2 8 7  is am ended  to read:

Sec. 06 .20 .287 . C R E D IT  IN S U R A N C E  ON  O PE N -E N D  LO A N S, (a) A 

licensee m ay obtain consum er c red it, credit loss of income, and property insurance on 

open-end  loans under this chapter. T he consum er credit insurance obtained by a licensee 

shall satisfy  the requirem ents o f  A S 21 .57 . T he property insurance obtained by a 

licensee shall satisfy the requ irem ents o f  A S 21.39 and AS 21.42. T he licensee shall 

com ply  w ith  A S 21 .36 .160  and 21 .36 .165  during  all transactions w ith borrow ers 

involv ing  consum er c red it, credit loss of income, and property insurance.

(b) T he licensee shall calcu late  the charge for cred it life, credit loss of income. 
or d isab ility  insurance in each b illing  cyc le  by adding  to the unpaid balance in the 

b o rro w er’s account the current m onthly  prem ium  rate for the coverage required at the 

rate set under A S 21 .57 , using the m ethod specified  in the loan agreem ent for 

determ in ing  the unpaid balance.

(c) A  licensee m ay not cancel cred it life, credit loss of income, or d isability  

insurance obtained  for an open-end loan if the borrow er is delinquent in paying the 

m onthly installm ents unless an installm ent is delinquent for 90 days or longer. The 

licensee shall advance to the insurer am ounts necessary to keep the policy in force until 

the 90-day  delinquency period has elapsed , and the b o rro w er’s account m ay be charged 

for the am ounts advanced  to the insurer.

* See. 12. A S 45 .10 .070(b) is am ended to read:

(b) Except when the service charge is computed on an add-on or simple 
interest basis, .lie [TH E] am ount o f  the refund credit shall be com puted accord ing  to 

the "rule o f  78lhs"; that is, it shall represent at least as great a proportion o f the original 

service charge over $25 in case o f  a retail installm ent sale o f  a m otor vehicle , or $10 in 

case o f  a retail installm ent sales o f  goods o ther than a m otor vehicle, as (1) the sum  o f 

the m onthly  or o ther periodic unpaid balances under the scnedule o f paym ents in the 

contract beg inn ing  as o f  the date after the prepaym ent (Inn [W H IC H ] is the next

CSHB 319(L&C) -6-
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succeed ing  m onthly  o r o ther period ic  ann iversary  date o f the due dale o f  the first 

installm ent under the con tract, or, if the p repaym ent is before the due date o f  the first 

installm ent u nder the con tract, then as o f  the dale after the prepaym ent th a t  [W H IC H ] 

is the next succeed ing  m onthly  or o ther period ic anniversary  date o f  the date o f  the 

con tract bears to (2) the sum  o f all the m onthly or o ther periodic unpaid balances under 

the schedu le o f installm ent paym ents in the contract.

* Sec. 13. A S 45 .10 .080(a) is am ended to read:

(a) I f  a u th o r i ty  to  d o  so is c o n ta in e d  in th e  c o n tra c t  o r  a g re e m e n t, th e  [TH E] 

ho lder o f  a retail installm ent con tract o r  re ta il  c h a rg e  a g re e m e n t m ay [NO T] collec t 

any delinquency j [OR] co llection  o r  d ish o n o re d  ch eck  c lia ru e s , [C H A R G E  O TH E R  

T H A N ] attorney fees, court costs, and d isbursem ents [U N L ESS T H E  C O N T R A C T  SO 

PR O V ID E S]. In this case, the charge m u s t [SH A LL] be reasonable, and no attorney  fee 

m ay be recovered unless the con tract is referred for co llection  to an attorney not a 

salaried  em ployee o f the holder.

* Sec. 14. AS 45 .10 .120  is repealed and reenacted  to read:

Sec. 45 .10 .120 . E X T E N T  O F  S E R V IC E  C H A R G E, (a) N otw ithstanding  any 

o ther law, the service charge included in a retail installm ent contract, retail charge 

agreem ent, revolv ing  charge agreem ent, or o ther retail charge agreem ent m ust be at the 

rate agreed upon by the retail se ller and the buyer.

(b) T h is  section does not lim it or restrict the m ethod o f  com puting  the serv ice 

charge, w hether by w ay o f add-on, sim ple interest, or o therw ise, so long as that m ethod 

is d isclosed  in the contract and agreed upon by the retail seller and the buyer.

!!: Sec. 15. A S 45 .10 .220(3 ) is am ended  to read:

(3) "official fees" m eans the am ount o f  the fees set by law for filing, 

record ing , or o therw ise perfecting  and releasing  or satisfy ing  a retained title, lien, o r 

o ther security  in terest created  by a retail installm ent transaction o r  p re m iu m s  p a y a b le  

fo r  in s u ra n c e  in lieu o f  p e rfe c tin g  a s e c u rity  in te re s t if  th e  p re m iu m s  do no t exceed  

th e  fees th a t w ould  o th e rw ise  n o rm a lly  he  in c u rre d  fo r nerfeetin i» , filing, re c o rd in g , 

o r  o th e rw ise  p e rfec tin g  a n d  re le a s in g  o r  sa tis fy in g  a re ta in e d  title , lien, o r  o th e r  

s e c u r ity  in te re s t :
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H O U S E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E

S P O N S O R  S T A T E M E N T  
C S  H B  3 19  (L & C )

Alaska's Small Loan Act (AS 6.20) w as initially adopted in 1955 and has not 
significantly  been am ended since 1982. O ur Retail Installment Sales Act was adop ted  even 
earlier, and  its last significant am endm ent occurred in 1980.

O ver the years, practices w ithin the credit industry have undergone im m ense changes. 
H ow ever, A laska's law has not kept pace, thereby unfairly burdening this in d u stry  vis a vis 
outside com petitors. As a consequence of our archaic approach to credit and lending 
transactions, Alaskan businesses suffer a com petitive disadvantage. CS HB 319 (L&C) is 
in tended  to rem edy this situation by updating  certain provisions that are  no longer relevant to 
con tem porary  business practices. A m ong other things, this bill would accom plish the 
follow ing:

S m ail .Lo an  Act

It increases application and annual fees requirem ents applicable to licensed lending 
in stitu tio n s .

It increases the liquid asset requirem ents that lending institutions m ust satisfy to do 
business from $20,000 to $25,000.

It increases the bonding requirem ents im posed on lending institutions from $5000 to 
$25,000 and  m akes it clear that only one bond is required for m ultiple office bonds. .

It allow s licensees to m aintain books and records consistent w ith contem porary  data 
processing and  accounting methods.

It au thorizes irregular paym ents w hen borrowers have a seasonal incomes.

It au thorizes lending institutions to operate several branches u n d er a single license, 
p ro v id ed  that the licensee m aintains liquid assets in the am ount of $25,000 for each office it 
op era tes .

It broadens the scope of non-interest fees that lenders may charge borrow ers and 
increases the am ount of late paym ent fees that m ay be charged.

R e ta i l  I n s t a l l m e n t  S a le s  A c t

CS HB 319 (L&C) clarifies and broadens the scope of fees and charges that may be 
im posed in connection with transactions, including late paym ent fees. A charge for late 
paym en ts is currently  not allowed.

It elim inates service charge ceilings, perm itting this term to be subject to the agreem ent 
of the parties. In so doing, it rem oves the present cumbersome system based on graduated  rates.

It respectfully is subm itted that CS HB 319 (L&C) removes several anachronism s in 
A laska law  and  serves to m ake Alaska credit businesses more com petitive w ith  outside firms.
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R e t a i l  C r e d i t  ( 2  P a r t y )  

S t a t e s  T h a t  A u t h o r i z e  L a t e  P a y m e n t  F e e
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L a te  f e e  o f  $ 1 0 .0 0  o r

V g r e a t e r  p e r m i t te d N o  la t e  f e e  a u th o r iz e d
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RETAIL CREDIT (2 PARTY)

S ta te Maximum Late F 'avm ent F e e  Authorized

Arizona Not to e x c e e d  $5 .00  for installm ent le s s  than  $25 .00 , $10 .00  for over $25.00.
A rk an sas No sta tu to ry  limit. Must equa l that a s s e s s e d  in a t leas t  o n e  o th e r  s ta te
California Not to e x c e e d  $10 .00
Colorado Not to e x c e e d  $15 .00
Connecticu t L e sse r  of 5%  of m onthly  p ay m en t  or $ 1 0 .00
District of Colum bia Not to e x c e e d  $10 .00
Florida Not to e x c e e d  $10 .00
G eorgia Maximum of $10 .00
Hawaii L e sse r  of 5%  of m onthly p ay m en t  or $50 .00
Idaho G re a te r  of‘5%  of p ay m en t  or $5 .00
Illinois Not to e x c e e d  $10 .00
Indiana Not to e x c e e d  $15 .00  ad ju s ted  yearly
Iowa Not to e x c e e d  $ lO.OO
K an sas Not to e x c e e d  $10 .0 0  or 5%  of m onthly p a y m e n t  with a  $25 .00  m aximum 

$5 .00  for installm ent le ss  than  $25 .00 , $ 1 0 .0 0  for over $25.00.
Kentucky C ailing unspecified
Louisiana Parity with late fe e s  being exported  into s ta te  by out of s ta te  b an k s
Maine L esse r  of $10 .00  or 5%  of delinquent installm ent
Maryland No sta tu to ry  limit
M a s sa c h u s e t ts Not to e x c e e d  the le ss e r  of 10% of b a la n c e  or $10 .0 0
Michigan No sta tu to ry  limit
M innesota Equal to fee perm itted  by National B anks  u n d e r  MN law (g rea te r  of 5% or S5.00)
Mississippi Maximum of $10 .00
Missouri Not to e x c e e d  $5 .00  for insta llm ents  le ss  then  $25.00 , $10 .00  for installments over
M ontana L esse r  of 5%  of m onthly p ay m en t or $15 .00
N ebraska T h e  g re a te r  of 5%  of installment or $5 .00
N evada A g ieed  upon am oun t,  no  statu tory  limit
New H am pshire A greed  upon am oun t
New J e r s e y Not to e x c e e d  $10 .00
New York A greed  upon am oun t,  no statu tory  limit
North Carolina $5 .00  on b a la n c e  of le ss  then  $ 1 0 0 .0 0  an d  $10 .0 0  on b a la n c e  of $100  or g rea te r
Ohio L esse r  of 5%  of m onthly p ay m en t or $3 .00
O klahom a G rea te r  of 5%  of the  monthly p a y m e n t  or $ 1 2 .50
O regon No S tatutory  limit o th e r  then  the  c h a rg e  b e  r e a so n a b le
P ennsy lvan ia Not to e x c e e d  $12 .00
R hode  Island Not to e x c e e d  $12 .0 0
South  Carolina 5%  of p ay m en t not to e x c e e d  $10 .00  or 40 %  of $10 .00
South  D akota A greed  upon am o u n t
T e n n e s s e e Ceiling unspecified
T ex a s Not to e x c e e d  $10 .00
Utah G rea te r  of 5%  of m onthly pay m en t or $20 .00
Virginia A greed  upon am o u n t
W ashington No statu tory  limit o the r  than  am o u n t m u s t be  re a so n a b le
W est Virginia L esse r  of 5%  of m onthly pay m en t or $5 .00
W isconsin Not to e x c e e d  of $10 .00

N o t in te n d e d  as legal a d v ise , o p in io n  o f  lo ca l c o u n se l s h o u ld  be  o b ta in e d

1 0 / 1 0 / P



1

ALASKA RETAIL CREDIT GRANTORS 
CURRENT SERVICE, DELINQUENCY AND DISHONORED CHECK CHARGES

R E T A IL E R

S T A T E  L A W  . 
G O V E R N IN G  
A C C O U N T S

L E G A L  S E R V IC E  
C H A R G E  R A T E

S E R V IC E  
C H A R G E  R A T E  
IN  A L A S K A

D E L IN Q U E N C Y  
C H A R G E  
IN A L A S K A

D IS H O N O R E D  
C H E C K  C H A R G E  
IN  A L A S K A

C h e v r o n A l a s k a 1 8 %  t o  $ 1 , 0 0 0 ;  
1 0 % %  a b o v e

1 3 %  t o  $ 1 ,0 0 0 ;  
8 %  a b o v e

F i r e s t o n e O h io 2 5 % 2 1 .8 4 % -0- -0-

L a m e n t s O h io 2 5 %  ' 1 9 .8 % $ 1 0 $ 1 0

F r e d  M e y e r S o u t h  D a k o t a N o  s t a t u t o r y  r a t e  
l im i t

2 2 .4 4 % L e s s e r  o f  $ 1 0  c r  
5 %  o f  m i s s e d  
p a y m e n t

$ 1 5

N o r d s t r o m C o l o r a d o 2 1 % 1 8 %  t o  $ 1 ,0 0 0 ;  
v a r i a b l e  a b o v e

$ 1 0 $ 1 0

J C P e n n e y A l a s k a 1 8 %  t o  $ 1 , 0 0 0 ;  
1 0 % %  a b o v e

1 8 %  t o  $ 1 , 0 0 0 ;  
7 .9 2 %  a b o v e

-0- $ 1 0

R a d i o  S h a c k T e n n e s s e e 2 4 % 2 2 .3 % $ 1 5 $ 1 0

S e a r s A r i z o n a N o  s t a t u t o r y  r a t e  
l im i t

2 1 % -0- $ 1 0

T e x a c o N e b r a s k a N o  s t a t u t o r y  r a t e  
l im i t

2 1 % L e s s e r  o f  $ 5  o r  5%  
o f  m i s s e d  p a y m e n t

$ 1 5

Z a l e s A l a s k a 1 8 %  t o  $ 1 , 0 0 0 ;  
1 0 % %  a b o ' ' e

1 8 %  t o  $ 1 ,0 0 0 ;  
8 %  a b o v e

-0- -0-

Tin Information in thl* chart is based upon credit application* collected In 1994 and 1995.
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THE CASE FOR LATE FEES FOR ALASKA RETAIL CREDIT GRANTORS 

BACKGROUND FOR ALASKA HOUSE BILL NO. 319

A "late fee" or "delinquency charge" is a fee imposed by a credit grantor on an 
overdue account. Retail credit customers who fail to remit ihe ir monthly 
minimum payment by the agreed due date cause the retailer to incur additional 
costs in attempting to collect the past due accounts. These collection costs are 
in addition to the normal costs incurred in extending credit and servicing the 
credit customer. (One retail credit grantor operating under Alaska law 
estimates those costs to average approximately $7.80). These additional costs, 
if not recouped by the credit grantor, may show up in higher merchandise 
prices, meaning that cash customers and those who properly make their 
payments provide a subsidy to those who don’t  adhere to agreed payment 
terms. Besides allowing the retailer to offset the additional costs incurred, late 
payment fees also provide an incentive for Ihe customer not to miss the 
payment in the firs t place.

The best public policy response to this situation is to allow retailers to assess a 
late payment fee on delinquent credit customers at an amount which 
encourages the customer to make timely payment and enables the retailer to 
recover the additional costs which it incurs when the customer does not do so. 
Thus the Alaska Retail Installment Sales Act (RISA) has, since its enactment in 
1962, authorized reasonable late fees on retail installment contracts; that is, 
closed-end (single purchase) credit contracts. However, unlike the law in over 
three-quarters of the states in tho country, the Alaska act is silent with respect 
to the imposition of late fees on the now-prevalent revolving credit accounts.

Under federal law, some credit grantors can and do charge late fee3 on retail 
charge agreements. Such retailers extend cred it through a federally-chartered 
"credit card bank" or through a national or state bank located in another state 
under whose laws they can legally impose late charges on delinquent accounts 
in Alaska. Several such retailers are currently Imposing late fees on Alaska 
resident customers. This puts retailers operating under the Alaska RISA at a 
competitive disadvantage because customers w ill firs t pay those bills with a 
late fee. As a result, the bills from retailers operating under Alaska law go to 
the bottom of the stack and those from out-of-state creditors get paid first.

PROPOSED LEGISLATION - ALASKA HOUSE BILL NO. 319

The proposed legislation, House Bill No. 319, would (in Section 10) co rrect the 
current inequity in the Alaska Retail Installment Sales Act by allowing the 
imposition of a reasonable delinquency fee not only when a payment on a retail 
installment contract i3 late, but also when a payment on a retail charge 
agreement is late. House Bill No. 319 restores fairness to creditors operating 
under Alaska’s law and the vast majority of credit accountholders who pay their 
bills on time and should not be required to subsidize those who do n o t
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D IV ISIO N  O F  L E G A L  A N D  R E S E A R C H  S E R V IC E S  
L E G IS L A T IV E  A F F A IR S  A G E N C Y  

S T A T E  O F  A L A S K A
130 S ew ard  S tre e t, S u ite  409 

Ju n e a u , A laska  99801 -2105

M E M O R A N D U M F eb ru a ry  3, 1996

SUBJECT: S ectional Sum m ary  o f  C SH B  3 1 9 (L & C ) 
(W o rk  O rder N o. 9 -L S 1095 \C )

TO:

FROM : T h eresa  B ann ister 
L eg isla tive  C ounsel

Y ou  have req u ested  a  sec tiona l sum m ary o f  the ab o v e -d esc rib ed  bill.

A s a p re lim inary  m atter, no te  that a sectional sum m ary  o f  a  bill shou ld  no t bf co n s id e red  an  
au thorita tive  in terp re ta tion  o f  the bill and the  bill i ts e lf  is the  b est s ta tem en t o f  its co n ten ts .

S e c tio n  1. In c reases  to  $1 ,0 0 0  (from  $400) the am o u n t th a t an  ap p lican t is to pay  w ith  the 
a p p lic a tio n  to th e  D ep artm en t o f  C om m erce and E co n o m ic  D ev e lo p m en t a s  p a r t p a y m e n t 
fo r the  departm ent's  expenses o f  investigating  an  ap p lica tio n  fo r a  license u n d e r  th e  A la sk a  
S m all L o an s A ct. D e le te s  a refund  requirem ent.

S e c tio n  2 . In c reases  the annual license fee to be p a id  to  th e  d ep a rtm en t fo r a  licen se  u n d er 
the A lask a  Sm all L o an s A ct. E stab lishes a  h ig h er fee fo r a  m u ltip le  o ffice  license .

S e c tio n  3 . In c reases to $25 ,000  from  $20 ,000  the v a lu e  o f  th e  liq u id  asse ts  th a t a  p e rso n  
app ly ing  fo r a license u n d er the A laska Sm all L oans A c t m u st h av e  av a ilab le  to  o p e ra te  the 
business. A  p erso n  h av in g  m ultip le  o ffices m ust d em o n stra te  th a t an  e q u iv a le n t a m o u n t is 
av a ilab le  to each  o ffice  from  a cen tral acco u n t m a in ta in ed  by  th e  app lican t.

S ec tio n  4. Increases to $25 ,000  from  $5,000 the am o u n t o f  th e  bond  requ ired  fo r an  ap p lican t 
fo r a  licen se  u n d e r the A lask a  Sm all L oans A ct to file  w ith  th e  d ep a rtm en t. P ro v id es  th a t 
on ly  o n e  bond  is req u ired  fo r a m ultip le  o ffice  license  ap p lica tio n .

S e c tio n  5. C o n fo rm s th e  language in  the license  issu an ce  sec tio n  to  the  n ew  liq u id  a sse ts  
requ irem ents estab lished  in sec. 3 o f  the bill. A lso requ ires the  d epartm en t to  d e te rm in e  th a t 
a llo w in g  th e  ap p lican t to  engage in business at the lo ca tio n  w ill p ro v id e  a c c e ss ib ility  an d  
co n v en ien ce  fo r bo rro w ers.
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S ec tio n  6. A llow s a  licensee to m aintain  one p lace  o f  b usiness u n d er a s in g le  o ffice  license 
o r up to 10 p laces o f  bu sin ess  u nder a m ultip le  o ffice  license. D irects  the departm en t to issue 
an am ended  license  to a  iicensee after app rov ing  a ch an g e  o f  location  for the licensee 's  place 
o f  bu sin ess  w ith in  the sam e  m unicipality .

S ec tio n  7. S ta tes th a t a licen see  is not req u ired  to  m ain ta in  sep a ra te  books an d  reco rds for 
ano ther b usiness o p era ted  o n  the  prem ises and  au tho rized  by  the  departm ent. S ta tes  tha t the 
licensee is to  d e te rm in e  th e  m eth o d  o f  track in g  and  n u m b erin g  th e  loans as long  as the 
system  en ab le s  the  d ep a rtm en t to  perfo rm  the d ep a rtm en t's  o b lig a tio n s  u n d er A S  06.

S ec tio n  8. P roh ib its  a  licensee from  inducing  o r p e rm ittin g  a  b o rro w er to sp lit up  o r d iv ide  
a  loan o r b eco m e  o b lig a ted  u nder m ore th an  o n e  lo an  co n tra c t a t the sam e tim e , i f  the 
p u rp o se  o r re su lt is to o b ta in  a h ig h er ra te  o f  in te re st than  o th erw ise  a llo w ed  by 
A S  06 .20 .2 3 0 . A llo w s a  licensee  to en ter in to  n ew  o r  d iffe ren t lo an  tran sac tio n s  w ith  a 
b o rro w er o r th e  b o rro w er's  sp o u se  at a d iffe ren t tim e  i f  the  p u rp o se  o f  the n ew  tran sac tio n  
d o es no t v io la te  th is  sec tion .

S ec tio n  9. A dds ce rta in  requ irem ents fo r the loan  con tracts. T h e  con tracts  m ust p rov ide for 
su b s tan tia lly  eq u a l p ay m en ts , paym en ts d u e  a t least m o n th ly , and  a  firs t p ay m en t no t la ter 
th an  45 d ay s  fro m  w h en  the  lo an  is m ade. A llo w s a  lo an  c o n tra c t to p ro v id e  fo r irreg u la r 
p ay m en ts  an d  a  la te r  f irs t  p ay m en t i f  ce rta in  lis ted  co n d itio n s  a re  m et ("first p ay m en t loan 
ex ten sio n s"  sh o u ld  read  "firs t pay m en t ex ten sio n s" ).

S e c tio n  10. A llo w s a  fee to  be  charged  fo r ce rta in  in su ran c e  p rem iu m s u n d e r ce rta in  
c o n d itio n s  in  p lace  o f  p e rfec tin g  a  secu rity  in te re st. A llo w s  fo r  lo an s o f  $ 1 0 ,0 0 0  o r less 
secu red  by a  real e s ta te  in terest, a ch a rg e  fo r  reaso n ab le  co s ts  and  fees fo r ap p ra isa ls , 
su rv ey s, an d  title  in su ran c e  o r reports. A llo w s  fo r loans o v e r  $ 10,000, w h e th e r o r not 
secu red  by  a  real e s ta te  in te re st, a charge fo r re aso n ab le  co s ts  and  fees fo r ap p ra isa ls , 
surveys, title  in su rance  o r reports, and cred it reports. C hanges th e  la te  p ay m en t fee th a t can 
be charged. A llo w s a fee n o t to exceed $25 p e r ch eck  to be  ch a rg e d  fo r d ish o n o red  checks. 
A llo w s a  ch a rg e  fo r re aso n ab le  a tto rney  fees, ac tu a l ex p e n se s , and  co sts  in cu rred  in 
connection  w ith  th e  co llec tion  o f  a delinquen t d eb t o r  a  fo rec lo su re  u n d er ce rta in  conditions. 
A llo w s a ch a rg e  fo r  th e  ac tua l expenses an d  co sis  o f  a  re p o sse ss io n .

S ec tio n  11. A llo w s a  licen see  to  obtain  c red it loss o f  in co m e  in su ran ce  on  o p en -en d  loans 
u n d er th is  ch ap te r. R eq u ire s  the  licensee to  co m p ly  w ith  th e  p ro v is io n s  o f  tw o  in su rance 
s ta tu te s  d u rin g  all tran sac tio n s  w ith  b o rro w ers  in v o lv in g  c re d it lo ss  o f  in co m e insurance. 
S p ecifies  h o w  th e  licen see  is to  ca lcu late  th e  ch a rg e  fo r c red it lo ss  o f  in co m e insu rance. 
P ro h ib its  th e  licen see  fro m  cancelling  th e  credit, loss o f  in co m e  in su ran ce  u n d er ce rta in  
c ircu m stan ces .



S e c tio n  12. E stablishes an  excep tion  for calcu lating  refund cred its  acco rd in g  to the  "ru le  o f  
7 8 th s ."  T h e  excep tion  is w h en  the serv ice  charge is co m p u ted  on an  ad d -o n  o r s im p le  

in te re s t basis.

S e c tio n  13. A uthorizes the ho lder o f  a  retail installm ent c o n tra ^  o r re ta il ch a rg e  ag reem en t 
to  c o lle c t ce rta in  delin q u en cy , co llec tio n  o r d ish o n o red  check  ch a rg es, a tto rn ey  fees, cou rt 
costs , and  d isbursem ents, i f  the con tract or ag reem ent allow s th is. M akes a  techn ical change 

in  the  sec o n d  sen tence.

S e c tio n  14. R equires that the serv ice charge be at the rate agreed  u p o n  by the parties. S tates 
tha t th is  sec tion  does no t lim it o r restric t the m ethod  o f  com puting  the service charge as long 
as th e  m e th o d  is d isc lo sed  in the co n trac t and  agreed  to by the  p arties.

S e c tio n  15. Inc ludes certa in  in su ran ce  p rem iu m s in the d e fin itio n  o f  "o ffic ia l fees."

I f !  m ay  b e  o f  fu rth e r assistan ce , p lease  adv ise .
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V I A  FACSIMILE

Hr. George Dozier
House Labor and Commerce Committee 
State Capitol 
Juneau, Alaska

Re: House Bill Ho. 319

Dear Mr. Dozier:

A t  the request of Mr. Jerry Reinwand, I am faxing the 
accompanying materials for the .use of the committee members 
at the hearing on House Bill No. 319 scheduled for 
Wednesday, January 24t1i.

Sections 10 and 11 of House Bill Ho. 319 would amend 
the Alaska Retail Installment Sales Act which governs the 
Penney C o m p a n y’s retail credit arrangements with its Alaska 
customers. The enclosed materials relate to those 
amendments. They include, with respect to Section 10:

1) A  chart titled "Alaska Retail Credit Grantors - 
Current Service, Delinquency and Dishonored Check Charges;"

2) A  paper titled "The Case for Late Pees for Alaska 
Retail Credit Grantors;"

3 j A  chart titled, "Retail Credit (2 Party) - Maximum 
Late Payment Fee Authorized; and

4) A  map titled "Retail Credit (2 Party) - States That 
Authorize Late Payment Fee."

T h e y  also include, with respect to Section 11:

A) A  chart titled "Retail Credit Service Charges - 
G overnment Imposed Rate Ceilings;"

B) A  chart titled "Retail Revolving credit (2 Party) - 
Open Competitive Credit Market States;" and

C) Portions of a report titled "The Economic Impacts 
of Revolving Credit Regulation in Wisconsin, April 1995, 
including pages 30-32, and Appendix C, Table 2, and Table 3 
which are referred to in those pages of the report and the 
bibliography of the repcrt. This report, which was prepared

Government Relation* Tde$*vnr 44t-Z796 F*c (&1B) 441-1825
J. C. Penney Company, Ina. 1201 K St red, Suite 1950, Sacramento, California 36flH


