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« G A V E L »
Let’s call the meeting to order.

Welcome to the House Special Committee on Economic Development, Trade, 
and Tourism.

Present are:
• Vice-Chair Olson
• Representative Foster
• Representative Munoz
• Representative Thompson (going to be late)
• Representative Gardner
• Representative Keller
• Representative P. Wilson
• Representative Tuck
• And myself, Chair Herron

[At this time I would like to remind everyone to turn off their cell phones.]

<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<< 
All Bills in Committee:

• HB 119, AIDEA: PROCUREMENT; PROJECTS
• HB 120, AIDEA: NEW MARKETS TAX CREDIT PROGRAM
• HB 67, FILM PRODUCTION TAX CREDIT
• HJR 15, SUPPORT ARCTIC CAUCUS

Surprise Guest: Rep. Mike Doogan

HB 119, AIDEA: PROCUREMENT; PROJECTS

• Ted Leonard, AIDEA E.D.
• Mark Davis, AIDEA Economic Development Officer 

<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<

Olson is offering an amendment. Konrad suggests we wait until near the 
end of the meeting and Herron ask about the amendment, Olson offers 
amendment, Herron objects for purposes of discussion, Ted Leonard and 
committee discuss and Herron holds objection and adjourns meeting. 
Then we can vote on the amendment at the next meeting.

Let the record reflect that it is 10:15 a.m. on Thursday, February 3, 2011.



EDT 2.3.11 HB 119 AIDEA: PROCUREMENT; PROJECTS

From The Fiscal Note: "This bill allows AIDEA to invest directly in a corporation or limited liability company 
which holds a development project as its sole asset. This bill also expands the definition of development 
projects that AIDEA may own and operate to include projects which "enhance or promote economic 
development associated with transportation, community public purposes, technical innovations, prototype 
commercial applications of intellectual property, or research." This bill also enables AIDEA to adopt 
regulations to establish its own procurement process; similar procurement authority is granted to other state 
corporations."

1. Is AIDEA not allowed now to invest in a company which has a development project as its sole asset 
because those investments are seen as being of higher risk? And if so what w ill AIDEA be doing to 
minimize this risk?

2. This bill also expands the definition of Development Projects AIDEA may own to include projects 
which "enhance or promote economic development associated with transportation, community 
public purposes, technical innovations, prototype commercial applications of intellectual property, 
or research." Please give me one example for each type of project listed. AIDEA would also be 
allowed to invest in Federal facilities -  please give rationale.

3. So right now does AIDEA have to follow the same procurement rules as DCCED? How will this 
change help?

4. Last Session we passed a bill to expand AIDEA's board from 5 to 7 and to increase private sector 
participation on the Board. Has this process been completed? [A: It hasn't: it's taking them a while 
to find new board members and there has been a lot of turnover lately] Am I right in suspecting that 
an expanded board may be particularly important to AIDEA if this bill passes and AIDEA gains a 
broader mandate? OR: In what ways might the expanded Board is even more important if this bill 
passes?



/ «  ALASKA^  m m m  mm  m .  §  1  ) e n e r g y  a u t h o r i t y
■ W  V V  Alaska Industrial Development 

A H  A H  and Export Authority

January 26, 2011

The Honorable Bob Herron
Chair, Special Comm ittee on Economic Development, Trade and Tourism 
Alaska State Legislature 
State Capitol Room 411 
Juneau, Alaska 99801

RE: HB119, "An Act relating to the procurement of supplies, services, professional services,
and construction for the Alaska Industrial Development and Export Authority; relating to 
the definition of 'own' fo r the economic development account; relating to the definitions of 
'developm ent project', 'plant', 'facility', and 'project' for the Alaska Industrial Development 
and Export Authority; and providing for an effective date,"

Dear Representative Herron:

On January 24, 2011, HB119 (Companion Bill, SB 65) was introduced and referred to the 
Senate Labor & Commerce Committee, This legislation is intended to provide the Alaska 
Industrial Development and Export Authority (AIDEA) with more flexibility to encourage greater 
investment in expanding A laska’s private sector and in developing the state's natural resources.

HB119 will allow A ID EA to own all or a percentage of a corporation or be a member of an LLC 
for which a development project is the sole asset of the corporation or LLC. This allows AIDEA 
to establish working relationships with other investors and leverages AIDEA’s assets to own a 
portion of a project rather than the entire project.

HB119 expands the definition o f “project” to include projects which enhance or promote 
economic development. The project must also be associated with transportation, 
communications, com m unity and public purposes, technical innovations, prototype commercial 
applications or research. The definition will also be expanded to include federal facilities 
including military, National Guard or Coast Guard installations.

HB119 also amends the procurement code allowing for the adoption o f regulations to govern 
AIDEA’s procurem ent of supplies, services and construction. AIDEA regulations will be required 
to reflect competitive bidding principles and AIDEA would be given authority sim ilar to other 
state corporations such as AHFC and KABATA.

Submitted for the com m ittee’s consideration is a proposed amendment to HB119. This 
amendment fu rther defines A IDEA’s authority to create subsidiary corporations for the purpose 
of financing development projects. This amendment also clarifies AIDEA's ability to transfer 
assets into the subsidiary corporation but at the same tim e ensures that the subsidiary 
corporation’s debts, liabilities, and obligations are not those of the Authority, therefore limiting 
AIDEA’s total risk in financing a development project. The Authority would urge the committee to 
adopt this amendment.

813 West Northern Lights Boulevard • Anchorage, Alaska 99503-2495 
www.aidea.org • 907/771-3000 • FAX 907/771-3044 • Toll Free (Alaska Only) 888/300-8534 • www.akenergyauthority.org
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Representative Herron 
January 26, 2011 
Page 2

W e respectfully request you to schedule HB119 for a hearing in your committee and we urge 
favorable action on this bill. A  copy of HB119, the fiscal note, the sectional analysis, and the 
suggested amendment are attached. We will be happy to meet with you and other members of 
the committee to provide any other information you may require. Thank you for considering our 
request.

Sincerely,

ALASKA INDUSTRIAL DEVELOPMENT 
AND EXPORT AUTHORITY

Ted Leonard, CMA, SPHR 
Executive Director

Attachments (4)
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STATE OF ALASKA
January 21, 2011

The Honorable Mike Chenault 
Speaker of the House 
Alaska State Legislature 
State Capitol, Room 208 
Juneau, AI< 99801-1182

Dear Speaker Chenault,

Under the authority of Article III, Section 18, of the Alaska Constitution, I am transmitting a bill to 
provide the Alaska Industrial Development and Export Authority (AIDEA) with more flexibility to 
encourage greater investment and Alaska resource development. This bill would amend 
AS 44.88.172(a) to enable AIDEA to invest directly in a corporation or limited liability company 
which holds a development project as its sole asset. Under its strategic plan, AIDEA works to 
encourage other investors to join in financing development projects, and to do so, must establish 
working relationships with those other investors. The proposed legislation will accomplish that goal 
by providing greater flexibility' in how AIDEA and other investors may jointly invest in 
development projects.

This bill would expand the types of development projects for which AIDEA may own and operate. 
Under existing law, development projects are basically limited to projects related to making, 
processing, or transporting goods or products; developing or transporting natural resources; 
generating or transmitting energy; and infrastructure for tourism destination facilities. This bill 
would expand the definition of “project” to include projects which enhance or promote economic 
development. The project must also be associated with transportation, communications, community' 
public purposes, technical innovations, prototype commercial applications of intellectual property, 
or research. Second, the definition of “project” would expand to include federal facilities, including 
a United States military, National Guard, or Coast Guard facility', and would also clarify that a 
component of a project may be a road.

In addition, this bill amends the procurement code (AS 36.30.015(f)) to empower AIDEA to adopt 
regulations to govern AIDEA’s procurement of supplies, services, professional services, and 
construction.

I urge your prompt and favorable action on this measure.

Enclosure

mailto:Governor@Alaska.Gov
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CS FOR HOUSE BILL NO. 119(EDT)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TW ENTY-SEVENTH LEGISLATURE - FIRST SESSION

BY THE HOUSE SPECIAL COMMITTEE ON ECONOMIC DEVELOPMENT, TRADE, AND TOURISM

Offered:
Referred:

Sponsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL  

FOR AN ACT ENTITLED  

"An Act relating to the procurement of supplies, services, professional services, and 

construction for the Alaska Industrial Development and Export Authority; relating to 

the definition of 'own' for the economic development account; relating to the definitions 

of 'development project', 'plant', 'facility', and 'project' for the Alaska Industrial 

Development and Export Authority; relating to the Alaska Industrial Development and 

Export Authority creating subsidiaries regarding projects financed under AS 44.88.172; 

and providing for an effective date."

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

* Section 1. AS 36.30.015(f) is amended to read:

(f) The board o f directors o f the Alaska Housing Finance Corporation, 

notwithstanding AS 18.56.088, the membership of the Alaska Industrial 

Development and Export Authority, notwithstanding AS 44.88.085, and the board 

o f directors o f the Knik Arm Bridge and Toll Authority under AS 19.75.111, shall

-1- C SH B 1 I9 (E D T )
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adopt regulations under AS 44.62 (Administrative Procedure Act) and the board o f 

trustees o f  the Alaska Retirement Management Board shall adopt regulations under 

AS 37.10.240 to govern the procurement o f  supplies, services, professional services, 

and construction for the respective public corporation and board. The regulations must 

reflect competitive bidding principles and provide vendors reasonable and equitable 

opportunities to participate in the procurement process and must include procurement 

methods to meet emergency and extraordinary circumstances. Notwithstanding the 

other provisions o f  this subsection, the Alaska Housing Finance Corporation, the 

Alaska Industrial Development and Export Authority, the Knik Arm Bridge and 

Toll Authority, and the Alaska Retirement Management Board shall comply with 

AS 36.30.170(b).

* Sec. 2. AS 44.88.172(a) is amended to read:

(a) The economic development account is established in the revolving fund. 

The economic development account consists o f money or assets appropriated, loaned, 

or transferred to the authority for deposit in the account and other money or assets 

deposited in the account by the authority. While money is on deposit in the economic 

development account, the money may be used only to finance, acquire, manage, and 

operate development projects that the authority intends to own and operate. In this 

subsection,

(1) "operate" includes operation directly by the authority, by an agent 

o f the authority, or by a person as determined under an agreement between the 

authority and other owners o f the development project;

(2) "own" includes ownership by the authority o f all or a percentage o f 

a development project, or all or a percentage of the shares o f a corporation or 

membership in a limited liability company for which the development project is 

the sole asset o f the corporation or limited liability com pany.

* Sec. 3. AS 44.88 is amended by adding a new section to read:

Sec. 44.88.178. Creation o f subsidiaries. The authority may create one or 

more subsidiary corporations for the purpose o f acquiring, constructing, owning, 

operating, or financing a project financed under AS 44.88.172. A subsidiary 

corporation created under this section may be incorporated under AS 10.20.146 -

CSHB 119(EDT) -2-
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10.20.166. The authority may transfer assets o f the authority to a subsidiary created 

under this section. A subsidiary created under this section may borrow money and 

issue bonds as evidence o f that borrowing, and has all the powers o f the authority that 

the authority grants to it. Unless otherwise provided by the authority, the debts, 

liabilities, and obligations o f a subsidiary corporation created under this section are not 

the debts, liabilities, or obligations o f the authority.

* Sec. 4. AS 44.88.900(3) is amended to read:

(3) "development project" has the meaning given to "project" in (9)(A) 

and  (D) - (H) [(9)(A) AND (D) - (F)] o f this section;

* Sec. 5. AS 44.88.900(8) is amended to read:

(8) "plant" or "facility" means real property, whether above or below 

mean high water, or an interest in it, and the buildings, improvements and structures 

constructed or to be constructed on or in it, and may include roads, fixtures, 

machinery, and equipment on it or in it, and tangible personal property, regardless of 

whether the tangible personal property is attached to or connected with real property, 

if  the owner has agreed not to remove the tangible personal property permanently from 

the state for the period the authority sets; "plant" or "facility" does not include work in 

process or stock in trade;

* Sec. 6. AS 44.88.900(9) is amended to read:

(9) "project" means

(A) a plant or facility used or intended for use in connection 

with making, processing, preparing, transporting, or producing in any manner, 

goods, products, or substances o f any kind or nature or in connection with 

developing or utilizing a natural resource, or extracting, smelting, transporting, 

converting, assembling, or producing in any manner, minerals, raw materials, 

chemicals, compounds, alloys, fibers, commodities and materials, products, or 

substances o f any kind or nature;

(B) a plant or facility used or intended for use in connection 

with a business enterprise;

(C) commercial activity by a business enterprise;

(D) a plant or facility demonstrating technological advances o f

-3- C SHB 119(EDT)
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new methods and procedures and prototype commercial applications for the 

exploration, development, production, transportation, conversion, and use o f 

energy resources;

(E) infrastructure for a new tourism destination facility or for 

the expansion o f a tourism destination facility; in this subparagraph, "tourism 

destination facility" does not include a hotel or other overnight lodging facility;

(F) a plant or facility, other than a plant or facility described in

(D) o f  this paragraph, for the generation, transmission, development, 

transportation, conversion, or use o f energy resources;

(G) a plant or facility that enhances, provides for, or 

promotes economic development with respect to transportation, 

communications, community public purposes, technical innovations, 

prototype commercial applications of intellectual property, or research;

(H) a plant or facility used or intended for use as a federal 

facility, including a United States military, national guard, or coast guard 

facility;

* Sec. 7. This Act takes effect immediately under AS 01 .10.070(c).

CSHB 119(EDT) -4-
New Text Underlined [DELETED TEXT BRACKETED]



F I S C A L  N O T E

STATE OF A L A S K A
2011 L E G IS L A T IV E  SESSION

Identifier (file name) 1745-CED-AIDEA-01-10-11
Title AIDEA Project Ownership and Project Definition

Sponsor
Requester

Rules Committee
Request of the Governor

Expenditures/Revenues

Fiscal Note Number 
Bill Version 
(H) Publish Date

Dept. Affected
Appropriation
Allocation

HB119
1/24/11

DCCED
AIDEA

AIDEA Operations

OMB Component Number 1234

(Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.

Appropriation
Required Information

OPERATING EXPENDITURES FY 2012 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0 0.0

ICAPITAL EXPENDITURES

CHANGE IN 
REVENUES

FUND SOURCE_______________________________________________(Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other Interagency Receipts

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2011) cost

POSITIONS
Full-time
Part-time
Temporary

Why this fiscal note differs from previous version

Prepared by Sara Fisher-Goad, Deputy Director - Operations  Phone 907-771-3012
Division Alaska Industrial Development & Export Authority  Date/Time 1/21/11 12:25 PM
Approved by Susan K. Bell, Commissioner________________________________________ Date 1/21/2011______

Commerce, Community & Economic Development_______________________

(Revised 12/29/2010 OMB) Page 1 of 2



FIS C A L NOTE #1

A nalysis

STATE O F A L A S K A  B IL L  NO. H B  119

2011 L E G IS L A T IV E  SESSION

The bill allows AIDEA to invest directly in a corporation or limited liability company which holds a development 
project as its sole asset. This bill also expands the definition of development projects that AIDEA may own and 
operate to include projects which "enhance or promote economic development associated with transportation, 
community public purposes, technical innovations, prototype commercial applications of intellectual property, or 
research." This bill also enables AIDEA to adopt regulations to establish its own procurement process; similar 
procurement authority is granted to other state corporations.

This legislation has no operational fiscal impact to AIDEA.

(Revised 12/29/2010 OMB) Page 2 of 2



HB 119 and SB 65

An Act relating to the procurement of supplies, services, professional services, and construction for the 
Alaska Industrial Development and Export Authority; relating to the definition of "own" for the 
economic development account; relating to the definitions of "development project", "plant", "facility", 
and "project" for the Alaska Industrial Development and Export Authority; and providing for an effective 
date.

Sectional Analysis

Section Analysis

1 Amends AS 36.30.015(f) (the procurement code) to allow AIDEA to adopt 
regulations to govern AIDEA's procurement of supplies, services and 
construction. AIDEA regulations will be required to reflect competitive 
bidding principles; AIDEA would be given authority similar to other state 
corporations such as AHFC and KABATA

2 Amends AS.44.88.072(a) to allow AIDEA to own all or a percentage of a 
corporation or be a member of an LLC for which a development project is the 
sole asset o f the corporation or LLC

3 Amends AS 44.88.900(3) to include in the expanded definition of development 
project in AIDEA's development finance projects under which AIDEA owns and 
operates projects

4 Amends AS 44.88.900(8) to clarify that "roads" may be a component of a 
project

5 Amends AS 44.88.900(9) to expand the definition of project to include a plant 
or facility that enhances, provides for, or promotes economic development 
with respect to transportation, communications, community public purposes, 
technical innovations, prototype commercial application of intellectual 
property, or research; and a plant or facility used or intended for use as a 
federal facility, including a US military, national guard, or coast guard facility

6 Provides for an immediate effective date

Prepared by AIDEA January 25, 2011



HB 119 Sum m ary

"An Act relating to the procurement o f supplies, services, profession services, and construction fo r the 
Alaska Industrial Development and Export Authority; relating to the definition o f 'own' fo r the economic 
development account; relating to  the definitions o f 'development project', 'p lant', 'facility', and 'pro ject' 
fo r the Alaska Industrial Development and Export Authority; and providing fo r an effective date."

•  Gives the Alaska Industrial Development and Export Authority (AIDEA) increased flexibility to 
encourage greater investment in Alaska Resource Development

•  Amends AS44.88.172(a) to enable AIDEA to invest directly in a corporation or limited liability 
company which holds a development project as its sole asset.

•  AIDEA must develop working relationships w ith investors in order to encourage them to join 
financing development projects; this bill gives AIDEA greater flexib ility in how AIDEA can jo in tly  
invest in development projects.

•  HB 119 expands the type o f projects that AIDEA may own and operate. Currently, develop 
projects are lim ited to  projects relating to making, processing, or transporting goods or 
products; developing or transporting natural resources; generating or transm itting energy; and 
infrastructure fo r tourism destination facilities

•  HB119 expands the definition o f project to include projects which enhance or promote
economic development; it also expands the definition to include federal facilities, including a 
United States military, National Guard, or Coast Guard facility; it also clarifies that a component 
of a project may be a road.
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(1/24/2011) 
(3:44 p.m.)

A M E N D M E N T

OFFERED IN THE I iOUSE SPECIAL COMMITTEE B Y ____O C S ^  A J

ON ECONOMIC DEVELOPMENT, TRADE,

AND TOURISM 

TO: HB 119

Page 1, line 5, following "Authority;":

Insert "relating to the Alaska Industrial Development and Export Authority creating

subsidiaries regarding projects financed under AS 44.88.172;"

Page 2, following line 24;

Insert a new bill section to read;

"* Sec. 3. AS 44.88 is amended by adding a new section to read:

Sec. 44.88.178. Creation of subsidiaries. The authority may create one or more 

subsidiary corporations for the purpose of acquiring, constructing, owning, operating, or 

financing a project financed under AS 44.88.172. A subsidiary corporation created under 

this section may be incorporated under AS 10.20.146 - 10.20.166. The authority' may 

transfer assets of the authority to a subsidiary created under this section. A subsidiary 

created under this section may borrow money and issue bonds as evidence o f that 

borrowing, and has all the powers of the authority that the authority grants to it. Unless 

otherwise provided by the corporation, the debts, liabilities, and obligations of a 

subsidiary corporation created under this section are not the debts, liabilities, or 

obligations o f the authority."

Renumber the following bill sections accordingly.

- 1 -



« G A V E L »
Let’s call the meeting to order.

Welcome to the House Special Committee on Economic Development, Trade, 
and Tourism.

Present are:
• Vice-Chair Olson
• Representative Foster
• Representative Munoz
• Representative Thompson (going to be late)
• Representative Gardner
• Representative Keller
• Representative P. Wilson
• Representative Tuck
• And myself, Chair Herron

[At this time I would like to remind everyone to turn off their cell phones.]

<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<< 
All Bills in Committee:

• HB 119, AIDEA: PROCUREMENT; PROJECTS
• HB 120, AIDEA: NEW MARKETS TAX CREDIT PROGRAM
• HB 67, FILM PRODUCTION TAX CREDIT
• HJR 15, SUPPORT ARCTIC CAUCUS

Surprise Guest: Rep. Lindsey Holmes

HB 119, AIDEA: PROCUREMENT; PRO JECTS
• Ted Leonard, AIDEA E.D.
• Mark Davis, AIDEA Economic Development Officer

Note: objection to the amendment is carried from last meeting.

<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<

HB 120, AIDEA: NEW MARKETS TAX CREDIT PROGRAM
• Ted Leonard, AIDEA E.D.
• Mike Catsi, AIDEA, business development officer

Let the record reflect that it is 10:15 a.m. on Tuesday, February 8, 2011.



A ID E A ’s A n sw e rs  to  Q u e s t io n s  P o se d  b y  t h e  H o u s e  C o m m itte e  o n  T o u r is m  a n d  
E c o n o m ic  D e v e lo p m e n t R e g a rd in g  H B 1 1 9 : A ID EA  P r o c u r e m e n t  a n d  P ro je c ts

Q u e s t io n  #1

I s  A ID E A  n o t a l lo w e d  n o t to  in v e s t  in  a  c o m p a n y  w h ic h  h a s  a  d e v e lo p m e n t  
p r o je c t a s  its  so le  a s s e t  b e c a u s e  th o s e  in v e s tm e n ts  a re  s e e n  a s  b e in g  o f  h ig h e r  
r is k ?  A n d  i f  s o  w h a t  w ill A ID E A  b e  d o in g  to  m in im ize  th is  r is k ?

A ID E A ’s R e s p o n s e

A ID EA  w a s  n o t  a llo w e d  to  in v e s t  in  p ro je c ts  th r o u g h  u s e  o f a  lim ite d  l ia b il ity  o r 
c o rp o ra t io n  b e c a u s e  i t  w a s  s e t  u p  o r ig in a lly  a s  a n  A u th o r i ty  w h ic h  w o u ld  u s e  
i t s  o w n  f u n d s  to  o w n  a n d  o p e ra te  p ro je c ts  w h ic h  s u p p o r te d  d e l in e a te d  fo rm s  of 
e c o n o m ic  d e v e lo p m e n t .  I t  w o u ld  a p p e a r  th e  r i s k  o f  th e  in v e s tm e n t  w a s  n o t  a  
f a c to r  in  th e  u s e  o f  th i s  so le  o w n e rs h ip  s t r u c tu r e .  R a th e r ,  th e  r e q u i r e m e n t  t h a t  
A ID EA  h a v e  so le  o w n e r s h ip  in  a  p ro je c t  re f le c te d  a  s ta t e  p o licy  t h a t  th e  
A u th o r i ty  w o u ld  d e v e lo p  a n d  ow n  p ro je c ts  w h ic h  w o u ld  n o t  o th e rw is e  b e  b u i l t  
b y  th e  p r iv a te  s e c to r .  A ID EA , th e re fo re ,  w a s  d e s ig n e d  to  o w n  a n d  o p e ra te  
fa c ilit ie s  a n d  p r o je c ts  w h ic h  s u p p o r te d  d e v e lo p m e n t o f n a t u r a l  r e s o u r c e s ,  
to u r i s m  a n d  e n e rg y  (w h ic h  w a s  a d d e d  in  19 9 3 ).

S o  r i s k  a v e r s io n  w a s  n o t  a  fa c to r  in  th i s  so le  o w n e r s h ip  s t r u c tu r e .  In  fa c t, 
A ID EA  so le  o w n e r s h ip  o f in d u s t r i a l  s i te s  a n d  b u i ld in g s  in c r e a s e d  th e  r i s k  for 
th e  A u th o r ity .  S o le  o w n e r s h ip  m e a n t  t h a t  A IDEA c o u ld  n o t  le v e ra g e  i t s  f u n d s  
a n d  t h a t  A ID EA  to o k  a ll  th e  r is k  in  o w n in g  th e  p ro je c t.  M o reo v er, so le  
o w n e r s h ip  p u t  a ll th e  a s s e t s  o f th e  A u th o r i ty  o n  th e  lin e  s h o u ld  th e  
d e v e lo p m e n t  p r o je c t  fa il o r  in c u r  so m e  ty p e  o f lia b ility  fro m  a n  in d u s t r i a l  
a c c id e n t .

S o  A ID E A ’s s t a t u t e s  w e re  n o t  d e s ig n e d  to  m itig a te  r is k ,  b u t  r a t h e r  to  a d d  s ta te  
c a p i ta l  to  th e  d e v e lo p in g  A la s k a  e c o n o m y . A t t h a t  tim e , th e  p r e v a le n t  v iew  w a s  
t h a t  a  s ta t e  c o u ld  u s e  i t s  o w n  c a p i ta l  to  b u i ld  a  fac ility  w h ic h  w o u ld  n o t  
o th e rw is e  b e  b u i l t  w ith  p r iv a te  c a p i ta l .  In  a  n e w ly  fo rm e d  a n d  d e v e lo p in g  s ta te ,  
th i s  m o d e l w o rk e d .



O v er tim e , h o w e v e r , th i s  v iew  h a s  c h a n g e d .  T h e  c u r r e n t  v iew  o f e c o n o m ic  
d e v e lo p m e n t is  t h a t  s ta t e  d e v e lo p m e n t a g e n c ie s  s h o u ld  b e  w o rk in g  w ith  th e  
p r iv a te  s e c to r  a s  p a r tn e r  in  d e v e lo p in g  n e e d e d  in f r a s t r u c tu r e .  S u c h  p u b lic  -  
p r iv a te  p a r tn e r s h i p s  a r e  o f te n  r e fe r r e d  to  a s  P P P s. P P P s  p e r m i t  th e  s ta te  
a g e n c y  to  le v e ra g e  i t s  f u n d s  w h ile  d e c r e a s in g  b o th  th e  r is k  o f  f in a n c ia l  d e fa u l t  
a n d  r i s k  o f l ia b il ity  a r is in g  fro m  th e  o p e r a t io n  o f th e  p ro je c t.

O n e  c h a n g e  A ID EA  n o w  s e e k s  th r o u g h  H B 119 is  d e s ig n e d  to  in c r e a s e  u s e  o f 
P P P  p ro je c ts .  T h e  c h a n g e  w ill p e r m i t  th e  A u th o r i ty  to  o w n  a  p e r c e n ta g e  o f a  
d e v e lo p m e n t  f in a n c e  p ro je c t  - th o u g h  u s e  o f  a  l im ite d  l ia b il ity  c o m p a n y  o r 
c o rp o ra t io n .

F o r  m o s t  o f i t s  h is to ry ,  A IDEA w a s  a u th o r iz e d  to  “o w n ” a  d e v e lo p m e n t p ro je c t  
u n d e r  A S 4 4 .8 8 .1 7 2 .  T h is  re fe re n c e  to  o w n in g  a  p ro je c t  w a s  in t e r p r e te d  to  
m e a n  t h a t  A ID EA  h a d  to  o w n  10 0 %  o f a  p ro je c t  a n d  c o u ld  n o t  p a r tn e r  w ith  
o th e r  in v e s to r s .  A s a  r e s u l t ,  A ID EA  d e v e lo p e d  p ro je c ts  in  w h ic h  it  w a s  th e  so le  
o w n e r , s u c h  a s  th e  F e d E x  h a n g a r  a t  A n c h o ra g e  A irp o r t  o r  th e  D e lo n g  M o u n ta in  
T r a n s p o r ta t io n  S y s te m , w h ic h  is  a n  in d u s t r i a l  r o a d  a n d  p o r t  t h a t  s u p p o r t s  th e  
R ed  D og m in e .

L a s t  s e s s io n ,  A IDEA s o u g h t  a n d  re c e iv e d  le g is la tiv e  a p p ro v a l  fo r a  c h a n g e  in  
A S 4 4 .8 8 .1 7 2  to  a u th o r iz e  th e  A u th o r i ty  to  o w n  a  p e r c e n ta g e  o f  a  d e v e lo p m e n t 
p ro je c t .  In  th i s  w ay , A IDEA  c o u ld  p a r tn e r  w ith  o th e r  in v e s to r s ,  le v e ra g e  i ts  
f u n d s ,  a n d  le s s e n  i t s  r is k . T h is  c h a n g e  a lso  re f le c te d  th e  t r e n d ,  n o te d  ab o v e , 
fo r s t a t e  a g e n c ie s  to  w o rk  w ith  p r iv a te  e n t i t ie s  in  e c o n o m ic  d e v e lo p m e n t .

A s A ID EA  h a s  w o rk e d  w ith  th i s  n e w  le g is la tiv e  a u th o r i ty ,  i t  w a s  a s k e d  b y  
s e v e ra l  p o te n t ia l  p r iv a te  p a r tn e r s  to  fo rm  a n  LLC o r  a  c o rp o ra t io n  a s  a  w a y  to  
o w n  a n d  m a n a g e  jo in t  o w n e r s h ip  o f  a  p ro p o s e d  p ro je c t  o r  fac ility . T h is  u s e  o f 
a n  LLC o r  c o rp o ra t io n  is  c o m m o n  in  d e v e lo p m e n t p ro je c ts  b e c a u s e  i t  s e ts  u p  a  
m e th o d o lo g y  to  o p e ra te  th e  p ro je c t .  F o r  e x a m p le , in  a n  LLC, th e  m e m b e r s  c a n  
e le c t  a  m a n a g in g  m e m b e r  to  r u n  th e  d a y - to -d a y  o p e ra t io n s  o f th e  e n t i ty .  T h e  
u s e  o f a n  LLC a ls o  m it ig a te s  r i s k  b e c a u s e  in  th e  e v e n t o f a  d e f a u l t ,  c r e d i to r s  
k n o w  t h a t  fo r th e i r  r e c o u r s e ,  th e y  a r e  lim ite d  to  th e  a s s e t s  o f  th e  LLC. T h is  
m it ig a t io n  o f  r i s k  is  im p o r ta n t  b e c a u s e  a s  AIDEA w o rk s  w ith  ju n i o r  c o m p a n ie s  
in  s e c to r s  s u c h  a s  m in in g  a n d  o il a n d  g a s , th e  A u th o r i ty  w ill b e  th e  in v e s t in g  
p a r ty  w h ic h  h a s  th e  m o s t  a s s e t s ,  a n d  c o u ld  b e  v iew ed  a s  a  d e e p  p o c k e t .

In  s u m , th e  c h a n g e  in  o w n e rs h ip  s t r u c t u r e  s o u g h t  th r o u g h  H B 119  is  d e s ig n e d  
to  m in im iz e  r is k ,  p e r m i t  A ID EA  to  e n g a g e  w ith  p r iv a te  c a p i ta l ,  a n d  a llo w  ADIEA 
to  le v e ra g e  i t s  f u n d s  so  t h a t  i t  c a n  p a r t i c ip a te  in  m o re  e c o n o m ic  d e v e lo p m e n t 
p r o je c ts  t h a n  i t  c o u ld  if  i t  h a s  to  f u n d  100%  of e a c h  p ro je c t.



T h is  bill a lso  e x p a n d s  th e  d e fin it io n  o f  D e v e lo p m e n t P ro jects. A ID E A  m a y  w a n t  to 
in c lu d e  p r o je c ts  w h ic h  “e n h a n c e  or p r o m o te  e c o n o m ic  d e v e lo p m e n t  a s s o c ia te d  
w ith  tra n sp o r ta tio n , c o m m u n ity  p u b lic  p u r p o s e s ,  te c h n o lo g ic a l in n o v a tio n s ,  
p r o to ty p e  c o m m e rc ia l a p p lic a tio n s  o f  in te lle c tu a l p r o p e r ty , or r e s e a r c h .” P le a se  
g iv e  o n e  e x a m p le  f o r  e a c h  ty p e  o f  p r o je c t lis te d . A ID E A  w o u ld  a lso  b e  a llo w e d  to 
in v e s t  in  F e d e ra l fa c il i t ie s -  p le a s e  g iv e  ra tio n a le .

A ID E A ’s  R e s p o n s e

T r a n s p o r ta t io n  P ro je c t : A n  e x a m p le  w o u ld  b e  a  p ro je c t  s u c h  a s  fu e l s to ra g e  a t  
A n c h o ra g e  A irp o r t w h ic h  s u p p o r t s  t r a n s p o r ta t io n ,  b u t  is  n o t  l in k e d  to  
t r a n s p o r t i n g  n a t u r a l  r e s o u r c e s ,  e n e rg y , in d u s t r i a l  p r o d u c t io n ,  o r  to u r i s m  
in f r a s t r u c t u r e .

C o m m u n ity  P u b lic  P u r p o s e s : A n  e x a m p le  w o u ld  b e  a  h e a l th  c a re  c lin ic .

T e c h n ic a l  I n n o v a t io n s : A n  e x a m p le  w o u ld  b e  d e v e lo p m e n t  o f a n  in d u s t r i a l  p la n t  
u t i l iz in g  n e w  te c h n o lo g y  w h ic h  w a s  n o t  s u p p o r t in g  n a t u r a l  r e s o u rc e s ,  e n e rg y  o r 
to u r i s m .  C u r re n t ly ,  fo r e x a m p le , th e  A u th o r i ty  is  lo o k in g  a t  a  d e v e lo p m e n t 
f in a n c e  p ro je c t  in v o lv in g  in n o v a tiv e  te c h n o lo g y  in  th e  f is h in g  in d u s t r y ,  w h ic h  
in v o lv e s  a  n a t u r a l  r e s o u rc e .  H o w ev er, a t  p r e s e n t ,  A IDEA  c o u ld  n o t  s u p p o r t  a  
p l a n t  u s in g  in n o v a tiv e  te c h n o lo g y  in  te x tile s ,  e v e n  th o u g h  i t  m a y  h a v e  t h a t  
o p p o r tu n i ty .

P ro to ty p e  C o m m e rc ia l  A p p lic a tio n s  o f In te l le c tu a l  P ro p e r ty  o r  R e s e a r c h ; A n 
e x a m p le  w o u ld  b e  p ro v id in g  f in a n c in g  fo r th e  d e v e lo p m e n t  o f a  c o m m e rc ia l  
a p p l ic a t io n  o f a  n e w  p ro c e s s ,  s u c h  a s  th e  c o m m e rc ia l iz a tio n  o f a  p a te n t .  T h is  
w o u ld  b e  e s p e c ia l ly  th e  c a s e  w h e n  th e  p ro to ty p e  p l a n t  to  t e s t  c o m m e rc ia l  
fe a s ib i l i ty  o f  a  p a t e n t  o r  in n o v a t io n  m a y  n o t  im m e d ia te ly  le a d  to  p ro d u c t io n  
w h ic h  is  re a d i ly  s a le a b le .

F e d e ra l  F a c i l i t ie s : T h e  r a t io n a le  fo r th i s  c h a n g e  is  t h a t  A IDEA  w a n ts  to  b e  ab le  
to  s u p p o r t  a  s ig n if ic a n t  s e c to r  o f th e  A la s k a n  ec o n o m y : th e  fe d e ra l m ilita ry . 
A ID EA  h a s  b e e n  a p p r o a c h e d  b y  fe d e ra l  a g e n c ie s  t h a t  a r e  in t e r e s te d  in  AIDEA 
d e v e lo p in g  fa c ilit ie s  w h ic h  w o u ld  b e  le a s e d  to  a  fe d e ra l a g e n c y . T h is  r e f le c ts  a  
t r e n d  in  fe d e ra l  p r o c u r e m e n t  u n d e r  w h ic h  fe d e ra l  a g e n c ie s  do  n o t  w a n t  to  ow n 
fa c i li t ie s  a n d  in s te a d  s e e k  to  le a s e  th e m  o n  a  lo n g - te rm  b a s is .

Q uestion 2



A ID EA  w o u ld  lik e  to  o ffer th i s  se rv ice  to  fe d e ra l  a g e n c ie s  b e c a u s e  s t a t e s  a n d  
r e g io n s  t h a t  c a n  o ffer le a s e d  p re m is e s  a re  a t t r a c t iv e  to  th e  fe d e ra l g o v e rn m e n t.  
T h is  in  t u r n  e n c o u r a g e s  th e  lo c a tio n  o f m o re  fe d e ra l  e m p lo y e e s  to  th e s e  a r e a s .  
In  th e  c u r r e n t  e c o n o m y  w ith  t ig h te n in g  fe d e ra l  s p e n d in g ,  i t  is  r e a s o n a b le  to  
t r e a t  th e  fe d e ra l g o v e rn m e n t  lik e  a n y  o th e r  s e c to r  o f  th e  e c o n o m y . T h is  is  
p a r t i c u la r ly  th e  c a s e  w h e n  th i s  s p e n d in g  r e p r e s e n t s  a  s ig n if ic a n t  p o r t io n  o f  th e  
e c o n o m y . T h e re fo re , i t  is  a p p r o p r ia te  to  o ffe r th e  fe d e ra l  g o v e rn m e n t  in c e n tiv e s  
a n d  p ro g ra m s  t h a t  w ill e n c o u ra g e  fe d e ra l a g e n c ie s  to  lo c a te  in  A la s k a  a n d  
w h ic h  c a n  b r in g  in  n e w  jo b s  a n d  in v e s tm e n ts .  L e a s in g  to  a  fe d e ra l  a g e n c y  is  
th e  s a m e  a s  A IDEA  le a s in g  a  h a n g a r  to  F e d E x  a t  th e  A n c h o ra g e  A irp o r t ,  o r  
le a s in g  p o r t  fa c il i t ie s  a t  S k a g w a y .

S e c o n d ly , e x e c u t in g  lo n g  te r m  le a s e s  w ith  a  r e l ia b le  t e n a n t  s u c h  a s  a  fe d e ra l  
a g e n c y  offer A IDEA  a  g o o d  in v e s tm e n t  a n d  r e t u r n  o n  i t s  c a p i ta l .  F in a lly , a t  th e  
e n d  o f th e  le a se ,  th e s e  fa c i li t ie s  w ill r e v e r t  b a c k  to  A ID EA  a n d  c a n  th e n  b e  so ld  
in to  th e  p r iv a te  m a rk e t .  T h is  w ill c r e a te  e c o n o m ic  o p p o r tu n i t ie s  a n d  in c r e a s e  
p ro p e r ty  ta x e s  fo r lo c a l c o m m u n it ie s  in  w h ic h  th e  fa c ilit ie s  a r e  lo c a te d .

Q u e s t io n  3

S o  r ig h t n o w  d o e s  A ID E A  h a v e  to  fo l lo w  th e  s a m e  p r o c u r e m e n t r u le s  a s  D C C E D ?  
H o w  d o e s  th is  c h a n g e  h e lp ?

A ID E A ’s R e s p o n s e

A ID EA , like  m o s t  s t a t e  a g e n c ie s  s u c h  a s  th e  D e p a r tm e n t  o f C o m m e rc e , fa lls  
u n d e r  A la s k a ’s S ta te  P r o c u r e m e n t  C ode. S ee  AS 3 6 .3 0 .0 0 5  ( c e n tra l iz a t io n  o f 
p ro c u re m e n t)  a n d  A S 3 6 .3 0 .9 9 0 (1 )(A ) (d e f in itio n  o f  in c lu d e d  e n t i t i e s  in c lu d e s  
d e p a r tm e n ts ) .  T h e  c u r r e n t  p r o c u r e m e n t  c o d e , h o w e v e r , e x c lu d e s  c e r t a in  p u b lic  
c o rp o ra t io n s ,  s u c h  a s  A la s k a  H o u s in g  F in a n c e  C o rp o ra t io n s  (AHFC) a n d  th e  
A la s k a  A e ro sp a c e  D e v e lo p m e n t C o rp o ra tio n . S ee  A S 3 6 .3 0 .0 1 5 (f)  a n d  AS 
3 6 .3 0 .9 9 0 (l)(B )( ii i)  a n d  (vi). A IDEA s u b m it s  t h a t  i t s  n e e d  to  d o  d e v e lo p m e n t  
p ro je c ts  a n d  in te r f a c e  w ith  th e  p r iv a te  s e c to r  in  d e v e lo p m e n t p ro je c ts  m e a n s  
t h a t  i t  s h o u ld  b e  g r a n te d  th e  s a m e  e x c lu s io n  fo rm  th e  P r o c u r e m e n t  C o d e  a s  its  
fe llow  p u b lic  c o r p o r a t io n s .

T h e  p r o c u r e m e n t  c h a n g e  in  H B 119 w o u ld  a s s i s t  A ID EA  in  a c c o m p lis h in g  i ts  
e c o n o m ic  d e v e lo p m e n t  m is s io n  in  se v e ra l w a y s . F ir s t ,  AIDEA is  o f te n  
a p p r o a c h e d  b y  a  d e v e lo p e r  a t  a  s ta g e  w h e n  th e  p ro je c t  is  s e e k in g  f in a n c in g . A t 
th i s  s ta g e ,  th e  d e v e lo p e r  w ill u s u a l ly  h a v e  a  b u s in e s s  p la n  a n d  a  d e ta i le d



d e s ig n  fo r  th e  p ro je c t ,  in c lu d in g  a r c h i t e c t u r a l  a n d  e n g in e e r in g  d ra w in g s .  All of 
th e s e  m a te r ia l s  w ill o f te n  b e  a t  h a n d  b e c a u s e  th e y  a re  n e e d e d  to  b u d g e t  th e  
c o s t  o f th e  p ro je c t .  T h is  is  a  c r i t ic a l  c o m p o n e n t  in  d e v e lo p in g  a  f in a n c e  
p a c k a g e . D e v e lo p e rs  a r e  u s e d  to  h a v in g  t h i s  level o f d e ta i l  w h e n  th e y  s e e k  
c o n v e n t io n a l  b a n k  f in a n c in g , fo r e x a m p le .

H o w ev er, if A ID E A  d e c id e s  to  f in a n c e  a l l  o r  p a r t  o f a  p ro je c t,  i t  m u s t  e s s e n tia l ly  
s t a r t  a ll o v e r  a g a in  a n d  d ev e lo p  a  w h o le  n e w  s e t  o f p la n s  a n d  s p e c if ic a t io n s  for 
th e  p ro je c t  - b a s e d  o n  th e  P ro c u re m e n t  C o d e . T h is  in c lu d e s  s o lic it in g  n e w  b id s  
o n  e a c h  a s p e c t  o f th e  p ro je c t ,  e v e n  if d e ta i le d  p la n s  a l re a d y  e x is t .  I t  h a s  b e e n  
A ID E A ’s  e x p e r ie n c e  t h a t  th i s  c a n  b e  a  b a r r i e r  to  w o rk in g  w ith  a  p o te n t ia l  c lie n t 
w h o  h a s  e x p e n d e d  c o n s id e r a b le  t im e  a n d  m o n e y  in  d e v e lo p in g  d e ta i le d  p la n s  
fo r th e  p ro je c t.

M o reo v e r, A ID E A  is  m o v in g  to w a rd  a  d e v e lo p m e n t  f in a n c e  m o d e l in  w h ic h  it  
o f te n  w ill o w n  o n ly  p a r t  o f a  p ro je c t ,  s u c h  a s  2 0 % . T h is  lim ite d  in v e s tm e n t  is  
d e s ig n e d  to  u s e  s t a t e  c a p i ta l  o n ly  to  th e  e x te n t  it  is  n e e d e d  to  m o v e  a  p ro je c t  to 
c o m p le tio n , a n d  to  m in im iz e  A ID E A ’s  r i s k  if  th e  p ro je c t  d o e s  n o t  p e r fo rm  a s  
e x p e c te d . H o w e v e r, u n d e r  th e  c u r r e n t  la w , A ID E A ’s  m in o r ity  o w n e r s h ip  in  a  
p ro je c t  w o u ld  m e a n  t h a t  th e  e n t i r e  p ro je c t  is  s u b je c t  to  th e  P r o c u r e m e n t  C ode.

A n o th e r  a d v a n ta g e  to  th e  p ro p o s a l  in  H B  1 1 9  is  t h a t  i t  p e r m i ts  AID EA , j u s t  like 
A H FC , to  s e t  o u t  a n  o p e n  a n d  fa ir  p r o c u r e m e n t  p ro c e s s  b y  a d o p t in g  n e w  
r e g u la t io n s  w i th  o v e r s ig h t  fro m  th e  A IDEA  B o a rd . In  th e  e v e n t t h a t  th e r e  is  a  
b id  p r o te s t ,  th e  m a t t e r  c a n  b e  h e a r d  e x p e d i t io u s ly  b y  th e  A ID EA  B o a rd  a n d  a  
d e c is io n  r e a c h e d .  In  c o n t r a s t ,  u n d e r  th e  P r o c u r e m e n t  C o d e , a n  A ID EA  p ro te s t  
w o u ld  b e  h e a r d  b y  th e  D O T & PF C o m m is s io n e r  a n d  th e n  b y  th e  C o m m is s io n e r  
o f  A d m in is t r a t io n .  T h is  p r o c e s s  is  t im e  c o n s u m in g .  In  c o n t r a s t ,  H B  1 19  w o u ld  
p e r m i t  th e  A ID E A  B o a rd  to  d e te rm in e  b id  p r o te s t s .  T h is  p la c e s  th e  d e c is io n  
m a k in g  p r o c e s s  in  f r o n t  o f a n  e n t i ty  fa m ilia r  w ith  e c o n o m ic  d e v e lo p m e n t 
f in a n c in g .

Q u e s t io n  4

L a s t  s e s s io n  w e  p a s s e d  a  bill to e x p a n d  A ID E A ’s  b o a rd  fr o m  5  to  7  a n d  to 
in c r e a s e  p r iv a te  s e c to r  p a r tic ip a tio n  o n  th e  B o a rd . H a s  th is  p r o c e s s  b e e n  
c o m p le te d ?  A m  I  r ig h t in  s u s p e c t in g  th a t  a n  e x p a n d e d  b o a rd  m a y  b e  p a r tic u la r ly  
im p o r ta n t to  A ID E A  i f  th is  bill p a s s e s  a n d  A ID E A  g a in s  a  b ro a d e r  m a n d a te ?  OR: 
In  w h a t  w a y s  m ig h t th e  e x p a n d e d  B o a r d  b e  e v e n  m o re  im p o r ta n t i f  th is  bill 
p a s s e s ?



A ID E A ’s R e s p o n s e

W h ile  A IDEA  d id  n o t  r e q u e s t  th e  B o a rd  c h a n g e ,  th e  A u th o r i ty  w e lc o m e s  th e  
p a r t i c ip a t io n  o f  a d d i t io n a l  p r iv a te  s e c to r  m e m b e r s .  A ID E A ’s  S tr a te g ic  P la n  c a lls  
fo r th e  A u th o r i ty  to  e x p a n d  th e  e f fe c tiv e n e s s  o f  i t s  p ro g ra m s ,  a n d  th i s  in c lu d e s  
fo rm in g  im p o r ta n t  p r iv a te -p u b lic  p a r tn e r s h i p s  to  f in a n c e  n e e d e d  e c o n o m ic  
d e v e lo p m e n t .  T h e  five p u b lic  m e m b e r s  o f th e  b o a r d  b r in g  th e i r  e x p e r t is e  a n d  
e x p e r ie n c e  to  th e  d e c is io n  m a k in g  p ro c e s s ,  a n d  th e  n e w , la rg e r  B o a rd  a llo w s  for 
th e  fo rm a t io n  o f B o a rd  s u b c o m m it te e s  to  re v ie w  p ro p o s e d  p ro je c ts  a n d  
in v e s tm e n t  o p p o r tu n i t ie s  o u ts id e  o f th e  fo rm a l B o a rd  m e e t in g  p ro c e s s .  T h e ir  
p r iv a te  s e c to r  b a c k g r o u n d s  a s s i s t  A IDEA in  re v ie w in g  b o th  th e  b e n e f i ts  a n d  
p o s s ib le  p it fa lls  o f p ro p o s e d  p a r tn e r s h i p s  w ith  p r iv a te  s e c to r  in t e r e s t s  in  
d e v e lo p in g  a  p ro je c t.

T h e  c h a n g e  in  th e  B o a r d ’s c o m p o s i t io n  is  c o n s i s t e n t  w ith  th e  g o a ls  o f HB 119 
to  e x p a n d  a n d  c la rify  th e  s c o p e  o f  th e  a g e n c y ’s e c o n o m ic  d e v e lo p m e n t  m is s io n . 
T h e  a d d i t io n  o f th r e e  a d d i t io n a l  p u b lic  m e m b e r s  m e a n s  t h a t  th e  B o a rd ’s 
c o m p o s i t io n  r e f le c ts  b r o a d e r  b u s in e s s  a n d  g e o g ra p h ic  e x p e r ie n c e . T h is  w ill 
a s s i s t  M a n a g e m e n t  a n d  th e  B o a rd  in  c a r ry in g  o u t  th e  e x p a n d e d  s c o p e  o f 
e c o n o m ic  d e v e lo p m e n t p ro je c ts  c o n te m p la te d  in  H B  11 9 .

Q u e s t io n  5

W h a t s o u r c e s  w e r e  u s e d  to d r a f t  th e  la n g u a g e  in  H B  1 1 9  re g a rd in g  th e  p r o p o s e d  
l is t o f  th e  t y p e s  o f  p r o je c ts  A ID E A  c a n  u n d e r ta k e ?

A ID E A ’s R e s p o n s e

A s A ID EA  b e g a n  d e v e lo p m e n t o f i t s  S tra te g ic  P la n ,  i t  c o n d u c te d  a  rev iew  o f th e  
p r o g r a m s  a n d  s t a t u t e s  u s e d  b y  i t s  s i s te r  d e v e lo p m e n t  a g e n c ie s  in  o th e r  s ta te s .  
In  p a r t i c u la r ,  A IDEA  fo c u s e d  o n  th e  N ew  J e r s e y  D e v e lo p m e n t C o rp o ra tio n , th e  
W y o m in g  B u s in e s s  C o u n c il,  th e  V e rm o n t E c o n o m ic  D e v e lo p m e n t A u th o r ity  
(VEDA), M a s s  D e v e lo p m e n t, a n d  th e  B a n k  o f N o r th  D a k o ta .

O n e  c o n s t a n t  t h a t  a p p e a r e d  f ro m  th i s  rev iew  is  t h a t  m o s t  s ta t e  d e v e lo p m e n t 
a u th o r i t i e s  h a v e  p ro g ra m s  tie d  to  th e  n u r tu r i n g  a n d  d e v e lo p m e n t  o f e x is t in g  
e c o n o m ic  s e c to r s ,  a s  w ell a s  h a v in g  p ro g ra m s  to  a t t r a c t  n e w  b u s in e s s e s  in to  
th e  s t a t e  a n d  d iv e rs ify  th e  e c o n o m y .

A s p a r t  o f  th i s  p ro c e s s ,  A ID EA  r e ta in e d  W e s te rn  F in a n c ia l  to  d o  a  “S tr e n g th -  
W e a k n e s s - O p p o r tu n i t ie s - T h r e a ts  (SWOT) a n a ly s i s ” o f A la s k a ’s  e c o n o m y , a s  w ell



a s  a n  o u t r e a c h  p ro g ra m  to  th e  b u s in e s s  c o m m u n ity  fo r a n  e n v i ro n m e n ta l  s c a n  
o f  t h e  e c o n o m y . T h is  SW O T a n d  s c a n  a n a ly s i s  b e c a m e  c o r n e r s to n e s  o f 
A ID E A ’s  S tr a te g ic  P lan .

A t p a g e  3 3  o f A ID E A ’s  S tr a te g ic  P la n , th e r e  is  a  c h a r t  t h a t  s e ts  o u t  th e  
e c o n o m ic  s e c to r s  th i s  a n a ly s i s  in d ic a te d  s h o u ld  b e  s u p p o r te d  b y  AIDEA. F o r 
e x a m p le ,  th i s  l i s t  in c lu d e d  t r a d i t io n a l ly  im p o r ta n t  a r e a s  o f  th e  e c o n o m y  s u c h  
a s  f i s h e r ie s  a n d  to u r is m , b u t  a lso  in c lu d e s  n e w e r  o r  le s s  w e ll-d e f in e d  a r e a s  
s u c h  a s  th e  fe d e ra l  g o v e rn m e n t,  lo g is tic s , a e ro s p a c e ,  a n d  h e a l th  c a re .

In  a d d i t io n  to  t r a c k in g  e c o n o m ic  s e c to r s  id e n tif ie d  in  A ID E A ’s  S tra te g ic  P la n , 
th e  e x p a n d e d  l i s t  o f p ro je c ts  l i s te d  in  HB 1 1 9  re f le c ts  th e  ty p e  o f e c o n o m ic  
d e v e lo p m e n t  w o rk  u n d e r t a k e n  b y  d e v e lo p m e n t a u th o r i t i e s  in  o th e r  s ta te s .  In  
2 0 0 8 ,  A ID EA  a n d  D C C E D  jo in t ly  b e g a n  a  c o m p re h e n s iv e  rev ie w  o f w h a t  o th e r  
s t a t e s  w e re  d o in g  to  s u p p o r t  e c o n o m ic  g ro w th  a n d  d iv e rs if ic a t io n  in  th e i r  
r e s p e c t iv e  e c o n o m ie s .

D C C E D  w a s  e n g a g e d  in  lo o k in g  a t  th e  p ro g ra m s  b e in g  o ffe red  b y  s ta te  
d e v e lo p m e n t  a u th o r i t i e s  in  o v e r 4 0  s ta te s .  C o m m e rc e  s ta f f  s u rv e y e d  th e s e  
a u t h o r i t i e s ’ w e b  s i te s ,  in te rv ie w e d  o ffic ia ls  in  so m e  s ta t e s ,  a n d  r e s e a r c h e d  th e  
s t a t u t o r y  p o w e rs  o f th e s e  d i s p a r a t e  s ta te  d e v e lo p m e n t a u th o r i t i e s ,  c o m p a r in g  
th e i r  a p p r o a c h e s  to  A ID E A ’s  s t a t u t e s .  T h is  r e s e a r c h  s h o w e d  t h a t  w h ile  AIDEA 
w a s  p u r s u in g  so m e  o f th e  s a m e  e c o n o m ic  g o a ls  o f o th e r  s t a t e s ,  o n  th e  w h o le  its  
s t a t u t o r y  p o w e rs  w e re  m o re  lim ite d  in  sc o p e .

A s T e d  L e o n a rd  n o te d  in  h is  te s t im o n y  l a s t  w e e k , th e  A u th o r i ty  is  e s s e n t ia l ly  
a im e d  a t  p ro m o tin g  e c o n o m ic  d e v e lo p m e n t p ro je c ts  in  fo u r  s e c to rs :  (1) n a t u r a l  
r e s o u r c e s ;  (2) in d u s t r i a l  s i te s ;  (3) e n e rg y ; a n d  (4) to u r i s m  in f r a s t r u c tu r e .

In  c o n t r a s t ,  m o s t  o th e r  s t a t e  d e v e lo p m e n t a u th o r i t i e s  h a v e  p o w e rs  to  e f fe c tu a te  
a  b r o a d e r  r a n g e  o f p ro je c ts .  F o r  e x a m p le , th e  v a r io u s  P o r t  A u th o r i t ie s  in  O h io  
(w h ic h  a r e  t h a t  s t a t e ’s d e v e lo p m e n t  m e c h a n is m )  a r e  a u th o r iz e d  b y  O h io  
S t a t u t e s  [O hio  Rev. S ta t .  4 5 8 2 .0 ]  to  s u p p o r t  a  v a r ie ty  o f p ro je c ts :

" A u th o r iz e d  p u r p o s e s "  o r  " p u r p o s e "  m e a n s  e i th e r  o f  t h e  fo llo w in g :

( 1 )  A c tiv itie s  t h a t  e n h a n c e ,  f o s te r ,  a id ,  p ro v id e , o r  p ro m o te  
t r a n s p o r t a t i o n ,  e c o n o m ic  d e v e lo p m e n t ,  h o u s in g ,  r e c r e a t io n ,  
e d u c a t io n ,  g o v e r n m e n ta l  o p e r a t io n s ,  c u l tu r e ,  o r  r e s e a r c h  w ith in  
t h e  ju r i s d ic t io n  o f  t h e  p o r t  a u th o r i ty . . ."



O h io  a lso  h a s  i t s  E n te r p r i s e  b o n d  fu n d  w h ic h  m a k e s  lo a n s  o f u p  to  $ 1 .5  m illio n  
fo r e lig ib le  b u s in e s s e s  in c lu d e  m a n u f a c tu r in g ,  r e s e a r c h  a n d  d e v e lo p m e n t ,  a n d  
d is t r ib u t io n .  R e ta il p r o je c ts  a r e  in e lig ib le .

A n o th e r  fa c to r  th i s  rev ie w  n o te d  w a s  th e  s u p p o r t  m a n y  d e v e lo p m e n t 
a u th o r i t i e s  o ffe red  fo r n e w  te c h n o lo g ie s  a n d  in n o v a tiv e  b u s in e s s e s .  F o r 
e x a m p le , o n e  o f th e  b e s t  k n o w n  U .S . d e v e lo p m e n t  a g e n c ie s  is  th e  N ew  J e r s e y  
E c o n o m ic  D e v e lo p m e n t A u th o r i ty .  N ew  J e r s e y  is  a u th o r iz e d  to  f in a n c e  w h a t  it 
t e r m s  T e c h n o lo g y  a n d  Life S c ie n c e s ,  w h ic h  e n c o m p a s s e s  b io te c h n o lo g y . N ew  
J e r s e y  a lso  o ffe rs  f in a n c ia l  s u p p o r t  fo r in fo rm a t io n  a n d  c o m m u n ic a t io n  
te c h n o lo g ie s  a s  w ell a s  o ffe r in g  e a r ly  s ta t e  in v e s tm e n t  fu n d in g .

S im ila r ly , M a ss  D e v e lo p m e n t a n d  th e  W y o m in g  B u s in e s s  C o u n c il  a r e  s e t  u p  to 
s u p p o r t  n e w  te c h n o lo g ie s  a n d  in n o v a tiv e  b u s in e s s e s .

A n o th e r  fa c to r  t h a t  e m e rg e d  fro m  th e  rev ie w  is  t h a t  few  d e v e lo p m e n t a g e n c ie s  
o w n  a n d  o p e ra te  d e v e lo p m e n t  p ro je c ts  a s  d o e s  AIDEA . O n e  e x c e p tio n  is  th e  
W e s t V irg in ia  E c o n o m ic  D e v e lo p m e n t A u th o r i ty .  T h e  W V ED A u n d e r  C h a p te r  3, 
A rtic le  15 3 1 - 1 5 - 16(a) c a n  “a c q u i r e ,  c o n s t r u c t . . .  a n d  o p e ra te  p ro je c ts  w ith in  
th e  s t a t e . . . ”. T h is  is  s im i la r  to  th e  la n g u a g e  fo u n d  in  A S 4 4 .8 8 .1 7 2 (a )  w h ic h  
p e r m i ts  A IDEA  to  o w n  a n d  o p e r a te  d e v e lo p m e n t  f in a n c e  p ro je c ts .  W h a t 
d if f e re n t ia te s  A la s k a  f ro m  W e s t V irg in ia  is  t h a t  A ID EA  c a n  a n d  d o e s  o w n  a n d  
o p e r a te  m u c h  la rg e r  p r o je c ts  t h a n  th e  W V ED A.

T h e  u p s h o t  o f  th i s  j o i n t  r e s e a r c h  e ffo rt w a s  A ID E A ’s  S tr a te g ic  P la n  w h ic h , in  
p a r t ,  c a lle d  fo r s e e k in g  le g is la t iv e  a u th o r i ty  fo r  A ID EA  to  b r o a d e n  a n d  e x p a n d  
th e  ty p e  o f  p ro je c ts  i t  c o u ld  s u p p o r t .  O n e  f a c to r  w a s  s im p ly  to  m o d e rn iz e  
A ID E A ’s l i s t  o f p e rm is s ib le  p ro je c ts  b y  a d d in g  in d u s t r i e s  a n d  s e c to r s  t h a t  d id  
n o t  e x is t  w h e n  A ID E A ’s  s t a t u t e s  w e re  f i r s t  d ra f te d ;  a n  e x a m p le  w o u ld  b e  
c o m m u n ic a t io n s ,  w h ic h  n o w  e n c o m p a s s e s  th e  in t e r n e t  a n d  ce ll p h o n e s .  T h is  
w a s  s im p ly  n o t  a n  im p o r ta n t  e c o n o m ic  s e c to r  w h e n  AIDEA w a s  fo rm e d  in  th e  
la te  1 9 6 0 s . In d e e d ,  th e  l a s t  t im e  A ID EA ’s  l i s t  o f  p e rm is s ib le  p ro je c ts  w a s  
e x p a n d e d  w a s  18 y e a r s  a g o , in  1 9 9 3  w h e n  e n e rg y  w a s  a d d e d  a s  a  p ro je c t  
d e v e lo p m e n t c a te g o ry .

In  s u m , H B 1 1 9 ’s  l i s t  o f  n e w  p e rm is s ib le  A ID EA  p ro je c ts  is  a n  e ffo rt to  k e e p  th e  
a u th o r i ty  in  s y n c  w ith  c h a n g e s  in  A la s k a ’s  e c o n o m y  a n d  p ro v id e  a  b a s i s  fo r 
s u p p o r t in g  e n t e r p r i s e s  w h ic h  c o u ld  le a d  to  g r e a te r  d iv e rs if ic a t io n  o f th e  
e c o n o m y .
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SU B JEC T: AIDEA Creation o f Subsidiaries (CSHB 119(EDT)) 
(Work Order No. 27-GH1745\M)

TO : Representative Bob Herron
Chair o f  the House Special Committee on Economic Development,

Trade, and Tourism 
Attn: Rob Earl

FR O M :

You requested that we draft a committee substitute for House Bill 119 to incorporate the 
amendment to section 3 o f the bill that was adopted by the House Special Committee on 
Economic Development, Trade and Tourism on February 8, 2011. In essence, the 
amendment adding section 3 to CSHB 119(EDT) is virtually identical to AS 18.56.086 
(AHFC authority to create subsidiaries). Section 3 allows the Alaska Industrial 
Development and Export Authority (AIDEA) to create subsidiaries for acquiring, 
constructing, owning, operating or financing a project under AS 44.88.172:

* Sec. 3. AS 44.88 is amended by adding a new section to read:

Sec. 44.88.178. C reation  of subsidiaries. The authority may 
create one or more subsidiary corporations for the purpose o f acquiring, 
constructing, owning, operating, or financing a project financed under 
AS 44.88.172. A subsidiary corporation created under this section may be 
incorporated under AS 10.20.146 - 10.20.166. The authority may transfer 
assets o f the authority to a subsidiary created under this section.
A subsidiary created under this section may borrow money and issue 
bonds as evidence o f that borrowing, and has all the powers o f the 
authority that the authority grants to it. Unless otherwise provided by the 
corporation, the debts, liabilities, and obligations o f a subsidiary 
corporation created under this section are not the debts, liabilities, or 
obligations o f the authority.

I have several concerns about section 3 set out above. The purpose o f this memo is to 
identify any constitutional issues so that they may be discussed as desired during 
additional hearings regarding this bill. I would note, that during additional discussion o f 
section 3, representatives o f AIDEA testifying about this bill could provide testimony and
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context for AIDEA's intended application of section 3 o f the bill that might alleviate my 
concerns. At present, the concerns that I have are set out as follows:

Public Purpose Requirement

The state Supreme Court has avoided defining "public purpose," in article IX, section 6 
o f the Alaska Constitution, preferring to treat it as a constantly changing concept. The 
Court generally defers to the legislature's judgm ent (e.g., as stated in a statute) as to what 
constitutes a public purpose. See DeArmond  v. Alaska State Dev. Corp., 376 P.2d 717 
(Alaska 1962); Comtec, Inc. v. Municipality o f  Anchorage, 710 P.2d 1004 (Alaska 1985). 
Therefore, by extrapolation, if  the legislature determines that an appropriation serves a 
public purpose, the purpose will probably be upheld if the determination is reasonable 
and there is a reasonable basis in fact for making the determination.

Section 3 o f the bill allows AIDEA to create a subsidiary for the purpose o f acquiring, 
constructing, owning, operating, or financing a project financed under AS 44.88.172. 
While the reference to AS 44.88.172 provides limitations on what an AIDEA-created 
subsidiary might acquire or construct, etc., the latitude allowed the subsidiary is arguably 
very broad. My concern is that since the subsidiary might make acquisitions or, by 
implication, dispose o f an acquisition based on the subsidiary's and AIDEA's business 
judgm ent, an argument might arise that funds were expended beyond the public purpose 
restriction in article IX, section 6. Since AIDEA and the subsidiary would be making the 
ownership/sale o f assets decision, there would be no findings by the legislature o f a 
public purpose for the court to defer to as discussed above. Again, this is an issue that 
guidance from AIDEA might resolve, but based on the broad grant o f authority in 
section 3 o f the bill, is an issue that a committee might want to address in considering 
passage o f this bill.

Delegation o f Authority

Section 3, as discussed above, allows substantial discretion to AIDEA to capitalize the 
subsidiary corporation authorized by this section, and the subsidiary is authorized to 
borrow money and issue bonds. In addition, section 3 authorizes AIDEA to grant the 
subsidiary all the powers that AIDEA, in its discretion, thinks appropriate. Finally, 
section 3 provides that debts and obligations o f the subsidiary corporation are not the 
debts o f AIDEA unless otherwise provided.

This section grants an arguably very broad grant o f authority to AIDEA, and in turn, to 
the subsidiary. AIDEA has a broad range o f power o f authority vested in it as set out in 
AS 44.88.080. It appears, the way section 3 is worded, that AIDEA could grant to the 
subsidiary some or all o f the powers enumerated in AS 44.88.080. Such a broad 
delegation o f authority by AIDEA to the subsidiary might constitute an unconstitutional 
delegation o f authority by the legislative branch to the executive branch to grant the 
subsidiary powers and authority that require legislative authorization. Again, perhaps 
AIDEA can clarify how section 3 would be implemented to avoid such an impermissible
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grant o f legislative authority to the subsidiary corporation. See State v. Fairbanks North 
Star Borough , 736 P.2d 1140 (Alaska 1987). Fairbanks North Star Borough v. State, 753 
P.2d 1158 (Alaska 1988).

Sale of Bonds

Section 3 allows the subsidiary corporation o f AIDEA to borrow money and issue bonds. 
While section 3 o f the bill contemplates that obligations o f the subsidiary corporation are 
not necessarily debts, liabilities, or obligations o f AIDEA, section 3 also suggests that the 
subsidiary could be structured by AIDEA in a way that the subsidiary's debts, liabilities, 
and obligations are the obligations o f AIDEA. Again, perhaps AIDEA can clarify that 
bonds sold by the subsidiary are not the debts o f the state and are not a violation of 
article IX, section 8, or are authorized by article IX, section 11, where bonds sold by the 
subsidiary would only have as security for the bondholders, the revenues o f the 
subsidiary or AIDEA. See Myers vs. AHFC, 68 P.3d 386 (Alaska 2003)

In closing, it may be that AIDEA has already addressed all o f these issues by way o f 
testimony or position paper. If not, a committee may wish to raise these questions in 
subsequent hearings regarding this bill. If  you have further questions, please advise.
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