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ALASKA PUBLIC INTEREST RESEARCH GROUP
Post Office Box 1093/Anchorage, Alaska 99510/(907) 278-3661

WAY 1 1985
• ; Ap r i l  26, 1 9 8 5

T e r r y  E l d e r

. . . D e p t ,  of C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  
P o u c h  0

J u n e a u , A K  9 9 81 1

D e a r  T e r r y :  ! ' ' ••

I u n d e r s t a n d  yo u  h av e  some q u e s t i o n s  c o n c e r n i n g  the a s s u m p t i o n s  
•. .we u s e d  in q u a n t i f y i n g  the s u b s i d y  i n v o l v e d  in the Red Dog R o a d  
..and Por t P r o j e c t .  B e f o r e  e x p l a i n i n g  our f i g u r e s ,  1 w o u l d  like to 
m a k e  a f e u  p o i n t s .

J c h s :  T h e  J o b s  g e n e r a t e d  by st a te  i n v e s t m e n t  in the Red Dog
i*': .project a r e  5 Y S 3 C  l ab s.  C o m i n c o  o f f i c i a l s  h a v e  sa id  time and 

t i m e  a g a i n  that t h e  Red Dog p r o j e c t  will be d e v e l o p e d  w i t h  or 
I w i t h o u t  s t a t e  h e l p — the only q u e s t i o n  is t i m i n g .  In a t e s t i n g  to
■ : th e v a l u e  of t he  Red Dog d e p o s i t ,  C o m i n c o  l o b b y i s t s  h a v e  told  us I j 
. that the m i n e  w o u l d  be d e v e l o p e d  5 - 8  y e a r s  later than  the

p r o p o s e d  s c h e d u l e  w i t h o u t  this y e a r’s $ 1 7 5  m i l l i o n  a p p r o p r i a t i o n  
i : an d $ 1 7 5  m i l l i o n  b o n d  a u t h o r i z a t i o n .  By f u n d i n g  Red Dog t h i s

■ year,  t h e  leaislaiucfi is s i u m l Y  b c i o 3 i Q 9  t h o s e  l o b s  on  l i n e  5 V  
Year.s s q q d s c x  s i  a n o m i n a l  c o s t  of $ U 2  m i l l i o n  oi/fiii 5 yoansj.

/ * l a n e s  a n d  A v o i d e d  I n a n s f s c  P a y m e n t s :  Y o u  w o u l d  be c o r r e c t  in
‘ s a y i n g  that our s u b s i d y  e s t i m a t e  did not i n c l u d e  i n c r e a s e d  
,'j f u t u r e  s t a t e  r e v e n u e s  in the f o r m  of t a x e s  a n d  a v o i d e d  t r a n s f e r  

; ’ p a y m e n t s  o n l y  i f  i h o s s  nai'monis w o u l d  n o t  a c o c u e  w i i h o u i  s t a t e  
i n v e s t m e n t  in t h e  E d o i e c t .  As we p o i n t e d  out a b o v e ,  R ed  Dog will 
be d e v e l o p e d  a n d  the b e n e f i t s  will a c c r u e — s t a r t i n g  in 1 9 8 9  w i t h  
s t a t e  i n v e s t m e n t  or 5 - 8  y e a r s  later w i t h o u t .  S i n c e  the S t a t e  

, will r e c e i v e  t h e  $ 1 6 9  m i l l i o n  in t a x e s  a n d  t r a n s f e r  p a y m e n t  
s a v i n g s  in a n y  e v e nt ,  t he s e  ca n n o t  be c o u n t e d  as a b e n e f i t  of the 
p r o j e c t .

- E i n a n c a  E l a n ^ :  Y o u  a re  c o r r e c t  in s a y i n g  that an o f f i c i a l
F i n a n c e  P l a n  is not yet in pl ace. T h i s  h as  b e e n  a s o u r c e  of
grea t c o n c e r n  to us. In the m e a n t i m e ,  the Dept., of C o m m e r c e  a n d
A I D A  h a v e  p r o f f e r e d  a f i n a n c e  " o p t i o n "  a n d  h a v e  b a s e d  l e g i s l a t i v e  
r e q u e s t s  on it. All our e s t i m a t e s  a re  b a s e d  on the " o p t i o n "  
d i s c u s s e d  in the n u m e r o u s  l e t t e r s  DCED, D o R  a n d  A I D A  h a v e  w r i t i e n



in r e s p o n s e  to C o m m i t t e e  q u e s t i o n s .  Q u c  a & a u m e l i Q Q S  aCfcx id 
lacij. Y Q U C  aaayiDEiiQQS* a nd  I h a v e  r e f e r e n c e d  t h e m  in the 
f o o t n o t e s  b e l o u .

As yo u know,  I ha ve  a s k e d  m a n y  times ove r the past m o n t h s  fo r an 

. A d m i n i s t r a t i o n  e s t i m a t e  of the s u b s i d y  to R e d  Dog s i m i l a r  to the 

one g i v e n  in the Bsii Q e a  Bcoifici A n a l y s i s '  N o  one has a n s w e r e d .  
If you do not a g r e e  w i t h  our e s t i m a t e ,  I w o u l d  be v .vy i n t e r e s t e d  
.in h e a r i n g  y o u r  figure.

T H E  S U B S I D Y  L E D G E R

N o m i n a l  C o s t s :  B e n e f i t s :

$ 1 7 5  m i l l i o n  b o n d  i s s u e —  

a n n u i t i z e d  s i n k i n g  fund 
p a y m e n t  of $ 2 2 . 0 9  mil.  

per ye a r for 3 0  y e a r s  
wi ll c o v e r  s t a t e  debt.
$ 2 2 . 0 9  m i l l i o n  x 3 0  =

$ 6 6 2  m i l l i o n  U >

A v a i l a b l e  in A I D A  for re- 

a p p r o p r i a t i o n  but no w  to be 
d i r e c t e d  to Red D o g —

$ 1 5  m i l l i o o < 2 )

F Y  86. P +I  on lo an  p o r t­
f o l i o  t r a n s f e r r e d  f r o m  
D C E D  to A I D A

$  1 8  m i l l i o n  •)

COS T :  $ 6 2 5  m i l l i o n  B E N E F I T S :  ’ • $ 2 6 0  m i l l i o n

D i f f e r e n c e  ( s u b s i d y )  = $ 4 3 5  m i l l i o n
>

.(1) " A s s u m e s  $ 1 7 5  m i l l i o n  b o n d  i s sue  (SB 2 8 0 ) ,  tax e x e m p t  r a t e  of 
10.55* ( A I D A  l e t t e r  to S t u r g u l  e w s k i , 3 / 1 9 / 8 5 ,  p a ge  9 < u n n u m b e r e d >  1 
,of A p p e n d i x  A, C as e 10), t a x a b l e  r a t e  of 13.55* (35* m a r g i n  b e t w e e n  
•tax e x e m p t  a n d  t a x a b l e ) ,  port c o s t s  (ib id .,  p. 9) are  tax e x e m p t ,  

$ 1 2  m i l l i o n  in b o n d s  c a l l e d  1 9 90  (ibid., p. 9), 3 0  yea r t e r m  (ibid. 
p a g e  2).

(2) $ 3  m i l l i o n  in F Y  8 5  app. to A I D A  for D e L o n g  M o u n t a i n  R e g i ^ a l
Port a n d  R o a d  a v a i l a b l e  for r e a p p r o p r i a t i o n  ( A I D A  l e t t e r  to 

S t u r g u l e w s k i , 4 / 9 / 8 5 ,  p. 2), $ 1 2  m i l l i o n  in m u l l i f a m i l y  h o u s i n g  
f u nd s to be r e a p p r o p r i a t e d  to the p r o j e c t  ( c o m m i t t e e  t e s t i m o n y ,  
4 / 1 6 / 8 5 ) .

(3) Dept,  of R e v e n u e  l e t t e r  to S t u r g u l e w s k i , 4 / 1 5 / 8 5 ,  p. 2).

$ 1 0  m i l l i o n  in p a y m e n t s  o v e r  
30 y e a r s  in toll fees f r o m  
C o m i n c o ,  c a p p e d  a t —

$ 2 6 0  ffiilliQD(4)



(4) A I D A  l e t t e r  to S t u r g u l e w s k i , 3 / 1 9 / 8 5 ,  p. 9. A s s u m e s  4 yea r  

J , ^  ? n P a y m e n t s  ( c o n v e r s a t i o n s  w i t h  C o m i n c o ,  B e d  Dflg
A n a l y s i s  o p t i o n s ,  p. V- 72, e x p l i c i t  cap at $ 2 6 0  m i l l i o n  

r a t h e r  t h a n $ 3 0 0  m i l l i o n  over 30 y e a r s ) ,

Real C o 5 t s ;  Real B e n e f i t s :

P r e s e n t  V a l u e  of c o n s t r u e -  PV of $ 2 6 0  m i l l i o n  o v er  3 0  years
t i o n  ( v a l u e  of b o n d  i s s u e ) —  b e g i n n i n g  ye ar  5 —

$1Z5 o i l l i o Q  $6Z i82  m i i l i G D

EV  q £ Dfii s u h 5 l d y z r S l Q 2 j . 2  m i l l i a Q *  or 615* 0 f total p r o j e c t  cost. 

S a m e  a s s u m p t i o n s  as a b o v e

f i g u r e s  ^  h a p p y  to a n s W G r  a ny  q u e s t i o n s  you m ay  h a v e  on these

Si n c e r e 1y ,

M a u r e e n  K e n n e d y  
D i r e c t o r



IN T R O D U C T I O N -  OF  B-ILLS ( S e n a t e )  ( c o n t ' d )

Appropriat ions 
( s p e c i a l )  
(DeLong Mt. 
t r anspo r ta ­
t ion p r o j e c t )

Bond
Autho r iza t ion  
(DeLong Mt. 
t r anspo r ta t ion  
p r o j e c t )

pag e  589

SENATE BILL NO. 2 79 , by the Resources Committee. Makes 
a spec ia l  app rop r ia t ion  in the amount o f  $18 m i l l i o n  from the 
genera l fund to the Economic Development Fund (EDF) o f  the 
Alaska I n d u s t r i a l  Development Autb r i t y  (AIDA) f o r  the DeLong 
Mountain t r an spo r ta t i on  p r o j e c t .  Upon passage would represent 
a commitment on the par t  o f  the s 'a t e  to Cominco's Red Dog Mine 
p ro je c t  near Kotzebue.
Sec. 2 t r a n s f e r s  a l l  r i g h t ,  t i t l e ,  and i n t e r e s t  in ce r ta in  loans 
he ld  by the Dept, o f  Revenue (DOR) as o f  J u l y  1, 1985 to the EDF o f  
AIDA f o r  the DeLong Mountain t r an spo r t a t i o n  p r o j e c t .  I f  the amount 
in unpaid p r in c ip a l  o f  the loans i s  more than $112 m i l l i o n  on that 
date , on ly  loans and instruments t o t a l l i n g  $112 m i l l i o n  in unpaid 
p r i n c ip a l  are t r a n s f e r r e d  and approp r ia ted .  Inc ludes veterans ,  
smal l  business,  tourism, f i s h e r i e s  enhancement, ch i ld  care and 
h i s t o r i c a l  d i s t r i c t  loans .
Sec. 3 t r a n s f e r s  a l l  r i g h t ,  t i t l e ,  and i n t e r e s t  in commercial 
f i s h in g  loans secured by l im i ted  en t ry  permits and he ld  by DOR, up 
to $30 m i l l i o n ,  from the general  fund to the Commercial Fishing 
Revo lv ing Loan Fund f o r  the purpose o f  making commercial f i s h ing  
l o a n s .
Sec. 4 t r a n s f e r s  a l l  r i g h t ,  t i t l e  and i n t e r e s t  in commercial 
f i s h in g  loans that  are not secured by l im i ted  entry  permits , in the 
same amount as i s  trans j r r e d  by Sec. 3, from the Commercial 
F ish ing Revolving Loan Fund to the EDF o f  AIDA f o r  the DeLong 
Mountain t r an spo r t a t i on  p r o je c t .
The t r a n s f e r  o f  assets to AIDA would be used as c o l l a t e r a l  f o r  the
issuance o f  bonds (see SB 280 ) .
Secs. 5 and 6 provide that the approp r ia t ions  made in Secs. 1 - 4  
do not lapse .
E f f e c t i v e  Ju ly  1, 1985.
Int roduced A p r i l  11 and r e f e r r e d  to Resources and Finance.
I d e n t i c a l  to HB 369 .
SENATE BILL NO. 2 8 0 , by the Resources Committee. Author izes  
the Alaska I n d u s t r i a l  Development Autho r i ty  (AIDA) to issue 
up to $175 m i l l i o n  in bonds o r  notes to f inance the DeLong 
Mountain t r an spo r t a t i on  p ro je c t  near Kotzebue. Represents a 
s ta te  commmitment to Cominco's Red Dog Mine development.
Bonds could not be issued u n t i l  Cominco agrees in  w r i t ing  to
ce r t a in  terms and cond i t ions :  adequate access to the road and po r t
must be guaranteed to o ther  u se r s ;  Cominco must pay f o r  a l l  o r  a 
p o r t i on  o f  the opera t ion  and maintenance o f  f a c i l i t i e s  constructed 
as pa r t  o f  the p ro j e c t ,  based on the use i t  makes o f  them; Cominco 
must repay a l l  expenditures by the s ta te  f o r  the p ro je c t  through 
t o l l  fees f o r  the use o f  f a c i l i t i e s  and o the r  payments; payments by 
Cominco w i l l  be acce le ra ted i f  the p r ice  o f  z inc r i s e s  above a 
l e v e l  determined by AIDA to y i e ld  a reasonable p r o f i t .



Anchorage D a ily News Sunday, A p r il 28, 1985

ie proposed Red Dog mine —  A boon to the Bush or a boondoggle to the state?
Continued from Page A-1

j fo r s ta te  funds as o il revenues are  
ning, i t  seem s to  us th a t  i t ’s ju s t no t a 
id ea ,”  said  M aureen K ennedy, executive 

to r  of th e  A laska  Pub lic  In te re s t Re- 
:h G roup (AkPIRG), a non-pro fit consum- 
Ivocacy o rganization .
ie s ta te  loan  w ould  b e  used  to  bu ild  a  p o rt 
57-mile road  to  serve th e  p roposed Red 
Mine, one of th e  w o rld 's  richest zinc 

isits, located 82 m iles n o rth  of Kotzebue.
) finance th e  construction , estim ated  to  
$150 m illion , Sheffie ld  w an ts  to  p rov ide 

mine opera to rs a  com plex package includ- 
$33 m illion  in  cash in  th e  com ing fiscal
• and au tho riza tion  for th e  s ta te  to  sell up 
175 m illion  in  revenue bonds.
he tran sp o rta tio n  system  w ould pave  the  
fo r developm ent of th e  m ine by  Cominco 

, a  V ancouver-based in te rn a tio n a l m in ing  
pany . Cominco w ould opera te  th e  m ine 
er an  agreem ent w ith  NANA Regional 
p., th e  N ative  firm  th a t ow ns th e  zinc, lead 
s ilv e r deposit. NANA shareho lders w ould  
jobs and a percen tage of m ine p ro fits  

tld go to  th e  corporation , 
h e  ad m in is tra tio n  says th e  road  and  po rt, 
ch th e  s ta te  w ould own, w ill open th e  door 
ither p o ten tia l m ines in  th e  region, though  
e of those is close to  developm ent now. 
h e  m in ing  in du stry  has been in  a slum p 
tw o o r th ree  years. Cominco, w hich has 

ets o f abou t $2.1 b illion  (C anadian  dollars), 
fered n e t losses of $31.2 m illion  in  1982 and 
.3 m illion  in  1983.
fhe com pany repo rted  n e t p ro fits  o f $24.2 
lio n  fo r 1984, b u t m eta ls p rices rem a in  low. 
\  s ta te  ana lysis o f th e  costs and  b ene fits  o f 
m ine pro jects a  lik e ly  p rice  fo r zinc of 60 

its a  pound, in  1984 do llars. Z inc to d ay  sells 
abou t 45 cents a pound.

Cominco’s d irec to rs have no t y e t com m itted  
imselves to  develop Red Dog.
Nevertheless, Sheffie ld  w an ts  th e  legisla­
te to  approve h is financing  package before
* session ends in less th an  th ree  w eeks. He 
:ently said th e  loan  is one o l U s  top  
iorities for ac tion  befo re ad jou rnm en t.
H is p lan  is p rem a tu re , critics say.
As outlined in  general b y  th e  adm in is tra - 
m, Cominco w ould  repay  the  s ta te  th rough  
11 fees fo r use of th e  road  and  p o rt. B u t 
•ecise terms of th e  loan  have y e t to  be 
jgo tia ted .;
In  addHbn, a $267,000 s tu dy  com m issioned 

y thestatk  is m onths from  com pletion.
U^der repaym ent te rm s to  w hich  Cominco 

aoOrally agreed, th e  loan  w ould re su lt in  a 
/ s idy  o f tens of m illions of do lla rs , p e rh ap s 
nd red s o f m illions.
B u t w ith ou t specific de ta ils  o f a financing  
in  and loan agreem ent, nobody can calcu- 
te th e  size of th e  even tua l subsidy .
F o r  th e  leg is la tu re  to  app rove a  loan 
thou t c ritica l in fo rm ation  is fly ing  b lind , 
rP IR G  and  o thers  say .
“ I t ’s dow nrigh t b ad  pub lic  po licy  to  be

Sheffield backs loan
Continued from Page A-1 j 

b a sed  in  C anada.
The m ost obvious connection b e tw een  th e  
leffield ad m in is tra tio n  and  th e  p ro jec t has 
en  John  Sh ively , th e  governo r's  ch ief of 
iff, and  W illie H ensley , a  p rom inen t N a tive  
litica l ac tiv is t a n d  businessm an .
Sh ively  took  a leave from  th e  adm in is tra - 
)n W ednesday w hen  i t  w as announced th a t  
is  th e  subject of a g rand  ju ry  investig a tion  
a  s ta te  office lease in  F a irb ank s .
Sheffield  h ired  Sh ively  in  D ecem ber 1983.
: th e  tim e  Sh ively  w as a  vice p re s id en t of 
ANA D evelopm ent Corp., and  had  w orked  
r  NANA fo r e igh t years . One of th e  p ro jec ts 
: w orked  on w as th e  Red Dog m ine.
Sh ively  lobbied  fo r NANA in  W ashington, 
C., in  th e  la te  1970s to  assu re  th a t  th e  
m pany  w ould  receive t i t le  to  th e  rich  Red 
ig  m inera l deposit as p a r t  o f its  land  
lection u n d e r  th e  A lask a  N ativ e  C laim s 
:ttlem . ,nt A ct:
In  1983 h e  lobb ied  th e  A la sk a  L eg is la tu re  
r  crea tion  of a reg ional resource develop- 
en t au th o rity , w hich  NANA saw  as a w ay 
r  th e  s ta te  to  p a r tic ip a te  in  construc tion  of 
ie road  and  po rt.
H ensley , one of th e  m ost respected  and 

f lu en tia l o f A lask a’s N a tive  leaders, is a 
rec to r of NANA Regional Corp., p re s id en t of 
ANA D evelopm ent Corp. and cha irm an  of 
Le s ta te  D em ocratic P a rty .
He backed Sheffie ld , a  D em ocrat, in  th e  

182 gube rn a to ria l cam paign and  helped ra ise  
oney fo r him .
Since Sh ively  a rriv ed  in  th e  governo r’s 

:fice, b o th  he and  Sheffield  have w orked  to  
ispel any  appearance of a conflict o f in te re s t. 
“ We got it r ig h t out f ro n t,”  Sheffie ld  said . 
When Sh ively  took  th e  job  as one of 

heffie ld’s top  aides, i t  w as agreed  he  w ould 
ot p a r tic ip a te  in  any  decisions on the  Red 
og  project, o r  even a tten d  any  m eetings on 
ie subject, th ey  said .
Sh ively  has sa id  he doesn’t  th in k  i t  w ould 

e a  conflict o f in te re s t fo r h im  to  be  invo lved  
i adm in is tra tio n  decisions on Red Dog be- 
luse he has no financ ia l in te re s t in  th e  m ine 
ro ject o r NANA, and  no com m itm ent fo r a 
)b w ith  NANA.

Shively  sa id  he resigned from  th e  board  of 
irec to rs of th e  N ati/e -ow ned  U n ited  B ank  
daska , in  w hich  he owns stock, w hen he w ent 
a w ork  fo r th e  governor.

H ensley is cha irm an  of UBA, of w hich 
IANA ow ns abou t 10 percen t. E igh t N a tiv e  
om panies ow n abou t tw o -th ird s of UBA.

NANA w ill no t finance any  po rtion  of th e  
led Dog developm ent costs, w hich  include 
b o u t $150 m illion  fo r th e  tran sp o r ta tio n  
y stem  and $250,000 fo r th e  m ine itse lf, b u t 
LANA has m uch to  gain  from  th e  m ine’s 
uccessful developm ent.

The m ine is expected  to  em ploy abou t 400 
jeople and  NANA has n ego tia ted  a strong  
ocal h ire  and  tra in in g  com m itm en t from  
Zominco to  benefit NANA shareho lders. Com- 
nco  has guaran teed  NANA a  sh a re  of m ine

m ak in g  such  ex p e n s iv e  d ec is ion s  w ith o u t 
enough in fo rm ation  to  back  it  u p ,”  K ennedy 
said .

The A laska  E nv ironm en ta l Lobby also op­
poses th e  lo an  and subsidy . Such develop­
m ents shou ld  p ay  th e ir  own w ay, said  B rian 
A llen  of F a irb ank s .

Why no t w a it u n til  n ex t y ea r to  fund the 
road and port? Why m ust i t  be done now?

The Sheffie ld  ad m in is tra tio n  and  Cominco 
say  th e  s ta te  m u st m ove ahead  w ith  the 
tran sp o rta tio n  system  if  Cominco is to  b ea t 
ou t in te rn a tio n a l com petition  to  supp ly  fu tu re  
w orldw ide  zinc dem and . They sp eak  of a  
“ w indow  of o p p o rtu n ity ”  th a t  m ay slam  shut 
w ith  Red Dog on th e  outside.

Skep tics don’t  buy  th a t  argum ent.
O fficials a t A kPIR G  and th e  A laska  E nvi­

ronm en ta l Lobby say  th ey  th ink  th e  real 
reason fo r th e  pu sh  is fa lling  s ta te  revenues, 
th e  likelihood of con tinu ing  budget cuts and a 
sense th a t th is  is th e  la s t chance for big 
subsidies.

Juneau  econom ist D avid Reaume says the 
ad m in is tra tio n ’s h u rry  s tr ik e s  him  as absurd .

“ Y ou’re  ta lk in g  abou t a m ine th a t has a 50- 
v ea r  life. I t ’s no t going to  go aw ay ,” he said . 
“ I t ’s sim ply  no t tru e  th a t  we have to  do it 
now ."  • .

When m ine ra l m a rk e ts  pull out of th e ir  
slum p, th e re  w ill be p len ty  of dem and to  
develop Red Dog, he  said .

Reaum e said  th e  p ro jec t p robab ly  is sound 
“ and  th e re  a re  som e good th ings to  come of 
i t ."  But he has critic ized  th e  s ta te’s economic 
ana lysis and  its  h and ling  of th e  loan proposal.

S ta te  o ffic ials d id  l i t t le  independent re­
search  in  eva lu a ting  th e  project, he said . 
Instead , th ey  re lied  on inform ation  supplied  
by  Cominco and  NANA, companies th a t  s tand  
to  p ro fit d irec tiy  from  a subsidy of th e  road  
and  po rt, he said .

“ T hey  h a v e n ’t  done  th e i r  h o m e w o rk ,”  
Reaum e said.

As a resu lt, t h °  s ta te  w ill enter in to  loan 
nego tia tions from  a  position  of w eakness, he 
said .

Cominco, NANA and  th e  Sheffield adm in is­
tra tio n  em phasize th e  p o te n tia l benefits o f th e  
pro ject, especia lly  the add ition  of needed jobs 
fo r ru ra l residen ts and  new  ta x  revenues.

“ T ha t a rea  h a s  basica lly  no em ploym ent,” 
Sheffield  said . “ I t  depends on th e  s ta te  of 
A laska  fo r basica lly  85 to  90 percen t of its 
w he rew ith a l.”

The m ine is expected to  employ 400 people, 
and w ould crea te  an  add itiona l 200 jobs in  the 
service and  supp ly  sectors of th e  economy, 
m ostly  ou tside  th e  n o rthw est region, accord­
ing  to  th e  s ta te  ana lysis .

K ennedy sa id  A kP IR G  agrees th a t  jobs sre 
an  im po rtan t bene fit of th e  proposed mile. 
B u t a subsid ized  loan  is an  expensive w ay to 
c rea te  jobs, she said .

A kPIRG  ca lcu la tes th a t  th e  subsidy  j is 
lik e ly  to  be abou t $435 m illion . If th it’s 
correct, and  347 of th e  m ine jobs go to 
N orthw est A laska  residen ts , as p red ic ted  by

th e  s ta te , th e  cost w ould  be $1.2 m illion  a job, 
she said.

T erry  E lder, d epu ty  com m issioner of th e  
D epartm en t of Com merce and  Economic De­
v e lo p m e n t a n d  th e  c h ie f  a d m in is t r a t io n  
spokesm an fo r Red Dog, is c ritica l o f Ak- 
P IR G 's ca lcu la tion .

H e po in ts ou t th a t w ith o u t a d e fin ite  
financing p lan  and  b ind ing  com m itm ent w ith  
Cominco, nobody  can ca lcu la te  th e  subsidy . 
S till, ad m in is tra tio n  offic ials concede th a t  th e  
loan p roposal w on’t requ ire  Cominco to  repay  
th e  s ta te  a t m a rk e t in te re s t ra tes .

H ow ever, “ from  ou r s tandpo in t, th e re  w ill 
be no sub sidy ,"  E lder said .

“ We’ve m ade i t  c lea r in  th e  S ena te  Re­
sources C om m ittee and  th e  H ouse Loans 
Com m ittee th a t  when you consider a ll sources 
of income: to ll fees, ta x  revenues and reduced 
(welfare) paym ents, w e’ll be  p a id  back  w ell in 
excess of w ha t th e  s ta te  p u ts  in .”

If zinc se lls fo r 60 cen ts a  pound , th e  m ine 
w ould b ring  in taxes of abou t $170 m illion , 
m easured  in 1984 do lla rs , over th e  course of 30 
years, o r an  average of $5.7 m illion  a year, 
according to  th e  s ta te  a -  alysis.

The repo rt also es tim ates th a t new  jobs 
w ould  reduce s ta te  w elfare  p aym en ts  to  the 
region by  abou t $41 m illion  over 30 years.

C ritic s  an sw e r th a t  ta x  rev en u e s  w ill 
am ount to  re la tiv e ly  litt le . Besides, Cominco 
w ould  receive a subsidy  in  th e  form  of a $15 
m illion  ta x  b reak  th rough  1994, th e  re su lt of 
an  investm en t ta x  c red it app roved  by  th e  
leg is la tu re  la s t y ear, K ennedy said .

D epressed m etals p rices increase th e  r isk  
in h e ren t in  a loan to Comin o, critics say .

“ O ne of th e  critica l a ssum ptions is w h a t’s 
going to  happen  to  th e  p rice  of zinc,”  said  
B rad fo rd  Tuck, a p ro fesso r a t th e  U n ivers ity  
o f A laska-A nchorage School of B usiness and  
Public A ffairs.

Cominco has no t guaran teed  it  w ill b ring  
the m ine in to  production  a f te r  th e  s ta te  bu ild s 
th e  road  and  po rt. The com pany has p rom ised  
o ra lly  th a t  i t  w ill repay  th e  s ta te  even if  th e  
m ine  isn ’t  developed, b u t w h e th e r  Cominco 
w ould  p ay  any in te re s t on th e  m oney is 
uncerta in .

"W hat Cominco is doing by  ask ing  th e  s ta te  
to  p a rtic ip a te  is sh ifting  som e of th e  r isk  (to 
th e  s ta te ) ,”  Tuck sa !d.

U nder th e  best possib le  outcom e, i t  appears  
th e  s ta te  w ould  get a decent re tu rn  on its  
investm en t, counting ta x  revenues, job s and 
reduced w elfare  benefits , b u t if  th e  m ine is 
no t developed, the s ta te  could get a h igher 
re tu rn  by  investing  its  m oney elsew here, he 
said .

W i t h o u t  K n o w i n g  w h a t  f u t u r e  z i n c  p r i c e s  
w i l l  b e ,  s t a t e  o f f i c i a l s  c a n  o n l y  e s t i m a t e  t h e  
p o t e n t i a l  p r o f i t a b i l i t y  o f  t h e  m i n e .

"They do no t know  if  th e  road  and  po rt 
sub sidy  is rea lly  needed to  he lp  th e  m ine, o r  if 
Cominco is ju s t try in g  to  m ine the s ta te  for 
e x tra  d o lla rs ,”  A llen  said .

“ M ining is a  com plicated and  specu la tive  
business. The estim ation  and  assum ption  of

risk s  in  m in ing  developm ent shou ld  be left to 
th e  p riv a te  sec to r,"  he said . “ If the w o rld ’s 
la rgest p roducer of lead  and  zinc (Cominco) 
can ’t  find  investo rs  to  develop th e  Red Dog 
m ine, th e  s ta te  should  no t try  to  second-guess 
th e  m a rk e t.”

A kPIR G  ta k e s  a s im ila r  position  bu t w ould 
p robab ly  suppo rt th e  proposed loan if the 
v a lu e  of th e  sub sidy  w ere  nailed  dow n a t  a 
reasonab le  level, K ennedy said .

The governo r argues th a t  i t ’s a trad itio n a l 
role of governm en t to  p rov ide  “ in fra s tru c ­
tu re ,”  such as roads and po rts , to  open new  
te rr i to ry  fo r econom ic developm ent.

Sheffie ld  o rig ina lly  requested  a d irect $18 
m illion  loan  app rop ria tio n  from  th e  s ta te  
tre a su ry  to  be fo llow ed by  b igger ap p ro p ria ­
tion s in fu tu re  years.

The $18 m illion  appeared  as a sing le line 
item  in  h is budget request, w ith  no legisla­
tio n , m ean ing  th e  requ es t could bypass th e  
le g is la t iv e  co m m itte e  and  p u b lic  h ea rin g  
process.

B u t a f te r  severa l m odifications, th e  cu rren t 
request is a m ore com plicated  one. It w ould 
assu re  th a t  m ost, if  no t a ll, th e  m oney w ould 
be com m itted  th is  year.

One p a r t  is au tho riz a tion  fo r th e  A laska  
In d u s tria l D evelopm ent A u tho rity  to  sell up 
to  $175 m illion  in  revenue bonds.

T hat requ ires  leg isla tion . H ow ever, in stead  
of a free-stand ing  b ill au tho riz ing  the  bond 
sale , th e  adm in istra tion , go t th e  Red Dog bond 
issue a ttached  to  a b ill a llow ing  bond sa les for 
im provem ents to  A nchorage In te rn a tion a l A ir­
po rt. T ha t m akes i t  d ifficu lt fo r lav /m akers to  
vo te aga in st th e  Red Dog bonds if th ey  favor 
a irp o rt im provem ents.

The leg is la tu re  also is being asked to 
ea rm ark  fo r th e  Red Dog pro ject $136 m illion  
in  ex isting , o u ts tand ing  s ta te  loans, w hich 
w ould  serve as co lla te ra l on th e  bonds.

An a tto rn ey  fo r th e  S ie rra  C lub Legal 
Defense Fund  says th e  ded ication  of the loan 
po rtfo lio  to  Red Dog is unconstitu tiona l be­
cause i t  com m its fu tu re  s ta te  revenues.

If th e  loans w ere no t tran sfe rred  to  AIDA 
and  ea rm arked  fo r Red Dog, repaym en ts  on 
them  w ould flow  in to  th e  s ta te  trea su ry  and 
be  av a ilab le  fo r genera l spend ing  purposes, 
th e  a tto rn ey  said .

In add ition , th e  adm in is tra tio n  w an ts  the 
leg is la tu re  to  com m it to  th e  road  and  p o r t $3 
m illion  le ft over from  a Red Dog ap p ro p ria ­
tion  la s t y ea r and  $12 m illion  in o th e r AIDA 
assets.

Betw een th a t m oney and  $17.8 m illion  
expected to  be  repa id  on th e  loan po rtfo lio . 
Red Dog w ould receive in th e  nex t fiscal y ea r 
abou t $33 m illion  th a t  could o therw ise  be 
ava ilab le  fo r appop ria tion .

Anchorage Daify Nesfite i>!io(o
Gov. Bill Sheffield John Shively
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In  th e  e a rly  y ea rs , th a t  sh a re  w ill be 
la tively  m odest. B u t once Cominco has 
couped  th e  in te re s t  on i ts  in v e s tm e n t, 
ANA’s share  w ill b e  su b s ta n tia l —  25 p e r ­

cent of annua l p ro fits  increasing to  30pircent 
a f te r  five years, increasing  after tla t by  5 
percen t a y ea r u n til NANA receive 5C p e r ­
cent.

Cominco has e s tim ated  tha# NAN. will be 
p a id  an  average of $30 m illion ayear, as 
m easured  by  1985 purchasing  powf, fo r 30 
years.

The b ene fits  w ill ex tend  to  Nafre sh a re ­
ho lders fa r  beyond N orthw est Alas& Because 
of a revenue-sharing  p rov ision  of,be se ttle ­
m en t act th a t es tab lished  th e  N atie corpora­
tions and  endow ed them  w ith  land  nccash.

Po litica l in s ide rs  have  talkeda&out the 
loan  p roposa l being  “ w ired ”  beci* it has 
th e  staunch  b ack ing  of a t le a s t tw i'ow erful 
leg isla to rs as w ell as th e  governor.

H ouse F inance  C ha irm an  A1 Aons and  
Sen. F ran k  Ferguson , bo th  Democts from  
K otzebue and  NANA shareholders,ack  th e  
porposed loan, w hich p rom ises jobpr th e ir  
constituen ts .

Sheffie ld  w on th e  govem orsh iin  1982 
la rge ly  on th e  s treng th  of re tu rn s m  ru ra l 
and  Sou theast A laska . A ccording p o lls te r  
Marc H ellen tha l, Sheffie ld  w ill n. s trong  
suppo rt from  those  areas aga in  if, afcpected, 
he b id s fo r re-election in  1986. /

In  th e  ’82 cam paign, m any  N?A leaders 
backed  R epublican T erry  M iller ̂ l i e u te n ­
an t governor u n d e r  fo rm er G^- J  & H am ­
m ond, u n til Tom F in k  knocke '0lA filler in 
th e  R epub lican  p rim ary . L

“ A lm ost anybody  w ho couy“eJlVr any ­
th ing  in  an  organized fa sh io y as tick ing  
T erry  M iller. I w as one of tb guj? who 
w as back ing  the  governo r,”  I 5,a i*- B u t 
“ I re a lly  -wasn’t  on  th e  insiC, Sheffield 
cam paign. I  w asn ’t  th a t  9 0 gover­

n o r .”
Cominco and NANA D evelopm ent Corp. 

con trib u ted  th e  legal lim it o f $1,000 each to  
T erry  M iller in  th e  1982 cam paign. A fte r  th e  
p r im a ry  election, NANA Regional, NANA 
D evelopm ent and NANA O ilfie ld  Services 
con tribu ted  $1,000 each to  th e  Sheffie ld  cam ­
paign , according to  A PO C records.

By a ll accounts, H onsley devoted  m ost of 
h is p o litic a l energy in  '.982 to  th e  subsistence 
b a llo t issue, serv ing  as cha irm an  of A laskans 
fo r Sensib le F ish  and G am e M anagem ent.

H ensley  said  he led  a  $400,000 fund -ra is ing  
d riv e  th a t  fueled th e  cam paign to  p ro tec t 
ru ra l A la sk an s’ p rio rity  fish  and  gam e righ ts  
fo r subsistence.

Sheffie ld  sided  w ith  th e  N atives on the 
subsistence issue. F in k  d id  no t.

H ensley  and  o th e r  N a tiv e  leaders  conducted 
a  successful get-ou t-the-vote d riv e  th a t  con­
tr ib u te d  to  v ic to ry  on th e  subsistence issue 
and helped p ropel Sheffie ld  in to  office.

Three m on ths a f te r  th e  genera l election, 
H ensley  reg is te red  w ith  th e  A lask a  P ub lic  
Offices Com m ission as a depu ty  tre a su re r  for 
th e  Sheffie ld  cam paign, w hich  w as try in g  to  
pay  off $115,000 in deb ts to  th ird  p artie s . The 
cam paign also  se t abou t repay ing  Sheffie ld  
$540,000 he  h ad  sunk  in to  h is  cam paign.

H ensley  w as one of th ree  people responsi­
b le  fo r  organ izing  S he ffie ld ’s in au g u ra l cele­
b ra tio n s  in A nchorage, F a irb an k s , Ju n eau  and 
Nom e du ring  tw o  w eekends in  Ja n u a ry  1983. 
H e sa id  h is  m iss ion  w as to  go a f te r  m a jo r 
con tribu tion s from  th e  business com m unity .

A ccording to  APOC records, $135,000 in 
p ro fits  from  th e  in augu ra l b a lls  and  p r iv a te  
recep tions w ere donated  to  th e  Sheffield  
cam paign.

L ast sp ring , H ensley  w as elected to  a tw e 
y e a r  te rm  as cha irm an  o f th e  s ta te  D em oerati 
P a r ty , a f te r  serv ing  four y ea rs  as a nationa 
com m itteem an.

Hr and  Sheffie ld  in jected  new -found pros 
p e r ity  in to  th e  p a r ty  la s t y ea r, solicitin i 
c o n tr ib u tio n s  a im ed  p r im a r i ly  a t  e lec tin j 
m ore D em ocrats to  the leg is la tu re  in thi 
N ovem ber election.

H ensley cha ired  th e  D em ocratic P a r ty  F i 
nance C om m ittee, w hich  decided w hich  candi 
da te s  w ould  get cam paign  con tribu tion s fron  
the  p a r ty , and how  much.

"H e  has been fo r th e  la s t tw o  yea rs  tin 
p reem inen t fund -ra iser for th e  D em ocra ts 
P a r ty , no ho lds b a r re d ,”  one p a r ty  operative 
said .

Pub lic offices com m ission records show 
th a t  Cominco la s t y ea r gave a t least $6,500 tc 
leg is la tive  cand idates, $1,000 to  L t. Gov. Steve 
M cAlpine and  $2,500, in  th ree  in sta llm en ts , tc 
th e  s t a t e ‘D em ocratic P a r ty . Cominco con trib  
u ted  an o th e r $500 to  th e  p a r ty  ea rlie r  this 
year.

L eg isla to rs from  bo th  m a jo r po litica l p a r ­
tie s  said  s ta te  a id  fo r th e  Red Dog pro jec t may 
help  S heffie ld ’s po litica l s tand ing  in  th e  Bush, 
p a r ticu la r ly  in  N orthw est A laska.

"P o litica lly  i t  is beneficial to  th e  governor 
to  suppo rt th e  p ro jec t.”  Rep. J im  Duncan, D- 
Juneau , said . “ B u t I don ’t  th in k  th a t ’s w hy  
h e ’s ir. favo r of it. I th in k  h e ’s suppo rting  it  
because of th e  need fo r economic developm ent 
in  th e  s ta te ."

Sen. Vic F iscner, D -Anchorage, sa id  Red 
Dog is  th e  on ly  m a jo r developm ent p ro jec t 
close to  rea liza tion  th a t  needs s ta te  financing.

“ I t w ill h ave som e beneficial po litica l 
fa llo u t,”  he said . “ B ut th e re ’s rea l legitim acy 
fo r s ta te  p a r tic ip a tio n .”



AUCTION

Anchorage D a ily News Sunday, A p r il 28, 1985

world news 13,000 black miners reported fired in S. AfricaBomb explodes at Paris IMF building
PARIS —  A bomb planted under a car in front of the 
European headquarters of the International Monetary Fund 
and World Bank exploded Saturday, smashing windows and 
damaging the entrance to the IMF building. A passer-by was 
slightly injured and was taken to a nearby hospital for 
treatment. Police said no one claimed responsibility for the 
blast.

The Associated Press
JOHANNESBURG, Sou th  A frica —  An 

estim ated  13,000 b lack  m iners w ere fired  
on S a tu rd ay  a f te r  a  w eek of w ork  s top ­
pages in  a d ispu te  over h igher w ages a t 
th e  w orld ’s la rgest gold m ine, govern­
m ent rad io  said.

The repo rt sa id  th e  A nglo-A m erican 
Corp., one of th e  w o rld ’s la rg e s t m in ing  
and m inera l m a rk e tin g  com panies, fired  
a th ird  of th e  40,000 b lacks w ho m ine 
gold a t th e  V aal Reels E xp lo ra tion  and 
M ining Co. L td ., 150 m iles w est of 
Johannesburg .

The South  A frican  B roadcasting  Coip., 
w hich is run  by  th e  governm ent, sa id  th e

m iners w ere to ld  of th e ir  d ism issal early  
S a tu rd ay  as th ey  p repared  to  go u n d e r­
ground for th e  day  sh if t a t th e  p it.

There w as no im m ed ia te  confirm ation  
of th e  repo rt. Spokesm en fo r Anglo- 
A m erican did no t an sw er th e ir  hom e or 
office te lephones S a tu rd ay  n igh t.

A nglo-A m erican is a p r iv a te  com pany 
th a t  m ines m inera ls in  Sou th  A frica, 
w here gold is th e  ch ief source of foreign 
exchange.

The com pany also  ow ns an  in te rn a ­
tio n a l d iam ond m ark e tin g  cooperative, 
w hich con tro ls th e  recovery , w orldw ide 
sh ip p in g , c u tt in g  a n d  la y in g  o f d ia ­
monds.

There has been no violence a t th e  V aal

Reefs m ine.

L ast w eek, m iners staged  w ork  s top ­
pages and slow dow ns because the  com pa­
ny offered a 10 percen t w age increase to 
b lack  superv iso rs. The all-b lack  N ationa l 
U nion of M inew orkers, w hich rep resen ts 
m ost of the w orkers, said  it w an ted  the 
pay  increase ex tended  to  a ll b lack  m in ­
ers.

The com pany has said  it w ill not 
au thorize  a b lan k e t w age increase before 
nego tiations begin nex t m onth  betw een 
the  union and the  South  A frican  C ham ­
b e r of Mines, a coa lition  of m ine m anag­
ers th a t b arga ins w ith  w hite  and  b lack 
m ine unions.

Police arrest 270 at rally in Chile
SANTIAGO, Chile —  Police arrested 270 people, including 
60 women and children, who were celebrating the 52nd 
anniversary of Chile’ s outlawed Socialist Party, lawyers for 
the Catholic church said Saturday. Police broke into a union 
building where the Socialists were holding their anniversary 
rally Friday night and herded everyone present onto police 
buses waiting outside, the lawyers said. The meeting, a folk 
music recital, was organized by one of the four factions into 
which the party of the late president Salvador Allende is 
splintered.

Walesa tells workers to keep up fight
WARSAW, Poland —  Lech Walesa said Saturday there is 
“ still no justice”  in Poland and that Workers must keep 
fighting for the ideals of the outlawed Solidarity labor 
federation. In a statement issued to mark the May Day 
workers’ holiday this Wednesday, Walesa said Poles are 
still being arrested for advocating the right to form 
independent trade unions, barred from having a voice in 
economic policy, and subjected to continued higher prices.

Former world leaders urge ban on nuclear testing
The New York Times 

PARIS —  A  m eeting here of 
fo rm er gov e rn m en t le ad e rs  
from  24 countries on Sa tu rday  
urged a to ta l ban  cn  nuclear 
testing for the duration  of the 
current Geneva arm s ta lk s  and 
new  steps to strengthen the 
w orld’s m onetary and trad ing  
arrangem ents.

The declaration was signed 
by form er leaders from  the 
West, the  developing nations, 
and several' Communist coun­
tries. Their aim  is to  influence

greater confidence" in to  the 
negotiating process. A w idely 
accepted 1963 trea ty  bans nu­
clear weapons tests in the a t­
mosphere.

Turning to next w eek’s sum ­
m it meeting in Bonn, the form  
er government leaders said the 
w orld’s economic difficulties 
can be resolved only by sim ul­
taneous action to strengthen 
the m onetary system , free in­
te rn a tio n a l trad e , and  deal 
w ith the Third World debt 
crisis.

the outcome of nex t w eek’s 
Western sum m it m eeting in 
Bonn as w ell as th e  Geneva 
ta lk s betw een the  Soviet Un­
ion and the U nited States.

The form er leaders w ere a t­
tending the th ird  m eeting of 
th e  In te ra c tio n  C ouncil o f 
Form er Heads of Government. 
Members try  to  use th e ir  pres­
tige and contact's to  encourage 
the w orld’s present political 
leadership to  adopt policies 
favo red  by  th e  In te ra c tio n  
Council.

K urt Waldheim, the form er 
U.N. secretary general, who 
chaired the meeting, said a t a 
news conference th a t members 
of the council w ould v isit gov­
ernm ents around the w orld to 
press the policy recommenda­
tions m ade on Saturday.

A fte r  s trong ly  suppo rting  
the nuclear arm s ta lk s in Ge­
neva,- the form er leaders called 
on nuclear powers to  suspend 
all weapons testing w hile the 
ta lk s continue. Such a ban, 
th e y  sa id , w ou ld  “ in s t i l l

From Daily News wire reports

Are You Invited
TOTAL LIQUIDATION

Sunday, May 5th
beginning at 1:00 p.m. 

“ BEDROOM WATERBEDS”
6150 Old Seward Highway te 

Anchorage, Alaska

WATERBEDS AND RELATED ACCESSORIES -  
ULTRA-HIGH QAULITY BEDROOM FURNISHINGS.
• LIVING ROOM FURNITURE • DINETTE SUITES • 
BEDDING • LINEN » COVERLETES • MIRRORS, 
PICTURES, LAMPS, DECORATOR & MANY OTHER 

ITEMS OF MISCELLANEA ...
Fine furnishings manufactured by: Trend West, 

Catalina Waterbeds, Latham & Co., Pacific Frames. 
Western Waterbeds, Gold Star Vinyl, and others ...

INSPECTION: Friday, May 3rd, noon to 4:00 p.m.
Saturday, May 4th, 10:00 a.m. tc 4:00 p.m. 

Sunday, May 5th, 10:00 a.m. to 1:00 p.m. sale time. 
NO MINIMUM -  NO RESERVE 

All item sold as-is, where-is. Terms: Cash on day of sale

Soecial Rental Price $30 - $50
• All sizes available $3
• Group discount 3*
• Large selection |
• Accessories also available.
• Custom Made Dresses j 
(more than 20 years 
expe rien ce ) . fa

Sclrocco

On Gambell 
Between 9th & 10th

SaHO-6 * 272'552

Based on suggested retail price. 20% down, 8.5% APR lor 48 months.

ELECTRIC CONSUMERS!

laiK witn your children about
We Need Your Support Again!

DR . JOYCE MURPHY
andMARCHINE DEXTER

Incumbent Candidates 
For 

Chugach Electric Association 
Board o f Directors

*** Served for 3years on Chugach Board 
*** Greatly Improved the Chugach 

Financial Status from bankruptcy to solvency 
*** Increased the Reliability of the 

Chugach System by 800%
Working to solve Chugach internal problem 
***■ Will Continue to Control Costs and 
Work to Prevent a Rate Increase *>»*•

alcohol— before a YOU’RE WINNING FOR THE FIRST TIME IN YEARS - DON’T STOP NOW!VOTE' Monday, April 29 WEST HIGH at 6:30
The follow ing supporters endorse Joyce and Marchine:

International Brotherhood of Gladys C. Sinyon
Eectrical Workers Jeff A. Crothers
/FL-CIO Laurel S. Wiltsey
Aichorage Consumer Advisory Michael C. McCotter
(bmmittee George F. Fuhry
Inchorage Consumer Advisory Scott A. Bringmann 
fbmmittee Keith A. Jensen
Haska Women's Political Caucus Robert J. Waldrop 
An Gottstein Brien P. Dannehy
Terry Gottstein Paul A. Mandeville
tency Gordon Harold Tessaro
Nancy Lee-Evans Ron Norris
Bant McGee Thomas S. Kok ■ iski
jn  Brennan Mike Fenwick
Btgh Fleischer Margaret B. Tileston
tonrad Zipperian Phillip W. Rubent
(partes Evans Linda Stewart
Brnell Blaine Kay Paddon
J&mes E. Lindquist Rudolf Preiss
Kistine Byrns William R. Moore
JDrry W. Bagneschi Norma J. Essary
famona M. Bagneschi Brad Bradley
ferry W. Carter Christian Baslor
javid K. Abild Tom D. Alexander

James E. Fowler 
William E. Ruddell 
Charles F. Cottrell 
Judy LoRusso 
Mary Gray 
Leonard Gonda 
Robert McWhortor 
Pamela A. Hans in 
Carolyn Hann 
Dixie Lee Hudish 
Elma M. Williams 
Ron Garrett 
Eric Worthington 
James A. Link 
Virginia M. Johnson 
S. Elizabeth Campbell 
Robert DeFrancesco 
Donna M. N6wton 
Richard C. Soverns 
M. Sleeper 
Kenneth L. Pulmer 
Paula V. Krebs 
Annie Laurie Howard 
Leon O. Rowan

Prevention begins at home

Paid fo r the the Committee to elect Joyce Murphy & Marchine Dexter, 
8309 Mentra, Anchorage. AK 99502

I
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The Red Dog mine — boon to Bush or boondoggle to state?
Critics question planned loan 
to build port and road to site
By ANN CONY
Daily News reporter

JUNEAU —  A proposed low -interest loan 
to  aid a m ining ven tu re  in  N orthw est A laska 
w ill b ring  em ploym ent and economic d iversi­
fication, th e  Sheffield adm in istra tion  says.

“ I t’s a good deal fo r the s ta te  of A la sk a ," '» 
Gov. B ill Sheffield said  recently.

Critics, however, say the proposed loan is a 
risky, prem ature subsidy th a t may be the last 
“hurrah” in a  dying era of indiscrim inate big 
spending. t .V  '($%>&'/■

“ If you combine th e  lack of ra tiona l ana ly ­
sis th a t’s gone into the project w ith  th e  dism al 
outlook for th e  m etals m arke t and th e  compe-

See Page A-10, THE PROPOSED

Sheffield could make political 
gains if loan plan is approved
Ely ANN CONY
Dally News reporter

JUNEAU —  The Red Dog m ining project 
th a t Gov. B ill Sheffield w ants to encourage 
w ith  a state-subsidized loan could benefit him  
po litically  and help a regional N ative corpora­
tion  w ith  ties to  his adm inistration .

Sheffield is asking the legislature to ap ­
prove a loan package th a t would finance $150 
m illion in  construction under term s th a t have 
yet to  be negotiated.

The money would be used to  bu ild  a road 
and po rt to serve the proposed Red Dog zinc 
mine, a project of NANA Regional Corp. and 
Cominco L td., an  in te rna tiona l m ining compa-

See Page A-10, SHEFFIELD



• City Editor, W.P. Dougherty, 
786-4301
• Community, 786-4320
• Editorial Page, Steve Lindbeck, 
786-4308
• Homes, Nancy Montgomery, 
786-4325
•Juneau bureau, John Lindback, 
586-9571

4311 • Letters to the Editor, Michael 
Carey, 786-4440.
• Lifestyles, M. A. Mariner, 
786-4330
• Mat-Su bureau, 376-4101
• Photography, 786-4347 or 
786-4331
• Religion news, 786-4320
• Sports, 786-4335 after 4 p.m.
• Suzan Nightingale, columnist,

Classified advertising
In Anchorage, call 563-6363 
In Wasllla, call 376-4101 
•Anchorage hours: 7:30 am. 
to 7 p.m. Monday through Thurs­
day; 7:30 a.m. to 6 p.m. Friday; 
9 a.m. to 2 p.m. Saturday.
•Wasllla hours: 8 a.m. to 5 
p.m. Monday through Friday, 
376-4101.
• Deadlines: Call before 10

a.m. for next day's paper.
• Billing: Most ads can be 
phoned in and billed after they 
appear In the paper.
• Freebies: Free ads for items 
up to $100, private parties only. 
Two lines, seven days.
• $7 deal: Three lines, seven 
days, only $7 for Items up to 
$1,000, private parties only.
• Guaranteed results: Any s '/-

• TV-radio news, Stephanie 
row, 786-4326
• We Alaskans, Kathleen McCcy, 
786-4318.
• Weddings, 786-4320
• Weekend section, Peter Porco. 
786-4321
For other departments, business 
hours are 8 a.m. to 5 p.m. week­
days.

en-day ad to sell an item can run 
seven more days free if the item 
didn't sell. Private parties only.
•Sunday Singles: $10 for a 
one-inch ad, two Sundays, in­
cludes reply box.
•Autofinder: $20 includes a 
picture ad of your car in our 
Autofinder magazine (magazines 
are free to the public) and a 
three-line ad In the auto section.

sified ads, 563-6363
• Classified billing, 786-4231
• Composing, 786-4363
• Dispatch, 786-4270
• Display billing. 786-4236
• Mailroom, 786-4366
• Retail ads, 786-4242
• Personnel, 786-4275
• Pressroom, 786-4367 
Managers:

development
• Dave Kuta, advertising
• Donna Schmidt, classified adver­
tising
• Lurlyne Allen, comptroller
• Mary Beth Finley, circulation
• Caret Butterfield, peisonnel
• Dale Bussow, production
• Howard Weaver, managing edi­
tor

Home delivery
Subscription rate is $5 a month 
by carrier in the Anchorage area. 
Call for home delivery rates in other 
areas.
For home delivery information, 
call:
• Anchorage area, 563-6666.
• Palmer, Wasilla, Matanuska Val­
ley, 376-4101 (8 a.m. to 5 p.m.

Monday through Friday).
• Eagle River, 694-3445 (7 a.m. 
to 1 p.m. Monday through Friday).
• Kenai Peninsula, 283-7943 (8
a.m. to noon Monday through Sat­
urday).
Home delivery problems should 
be called in before 10 a.m. for 
same-day service in Anchorage and 
Eagle River.
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Daily News reporter
Parked  on the sidew alk  a t F irew et u 

Lane and C S treet, a  crum pled car sits , 
as a .m onu ifien t to  the in te rsection’s 
dubious honor as th e  m ost popu lar 
spot in tow n for autom obile accidents 
during 1984.

“ It was sitting  here Monday m orn­
ing when I came to  w ork and no one 
has come to get it y e t,"  said Clyde 
Powell, m anager of F low ers by Bagoy.

The b rand  new Colt V ista w ith  the 
smashed front-end is ju s t o n e 'o f  the

See Back Page, INTERSECTIONS
Anchorage Daily Nows/Erik Hill

A crumpled Vista, damaged In an accident at Fireweed and C.

W ,
/uuei'ican country s a ireaay  de­

pressed economy.
The Sand in istas’ trade  w ith  the U nited 

S tates has declined sharp ly  since 1981 
and now represents an estim ated 20 
percent of th e ir im ports and 12 percent of 
th e ir  exports, m ostly ag ricu ltu ra l prod-, 
ucts th a t can be sold elsew here on the 
w orld  m arket. Their share of to ta l U.S. 
trad e  is minuscule; N icaragua im ported 
only $111 m illion in U.S. goods and 
exported only $57 m illion to the U nited 
S ta tes la st year.

Instead, the officials said, the sanc­
tions represent an a ttem pt to demon­
s tra te  th a t Reagan still in tends to pres-

See Back Page, REAGAN
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'' 'State loan may provide Red Dog mine subsidy
Consultants say low-interest deal could mean subsidy up to $130 million
By ANN CONY
Daily News reporter

JU N E A U  -  T he s ta te  
would provide developers a 
subsidy of $80 m illion to $130 
m illion for the Red Dog m ine 
project under a low -interest 
loan proposed by the Shef­
field adm in istra tion  and Com­
inco Ltd., financial consul­
tan ts  told law m akers Tuesday 
morning.

C onsultants from  SRI In­
te rna tional of Menlo Park , 
C alif., hedged w hen asked  
w hether Cominco could devel­
op the  m ine w ithou t s ta te  
financing of a road and port 
north  of Kotzebue.

But they said the sta te  
could probably  avoid subsi^ 
dizing the  loan by increasing 
the in te rest rate.

"I th ink  you could avoid a 
subsidy if you w anted to ,"  
G erry Marsh, a senior consul­
tan t w ith  SRI, which has a 
$267,000 s ta te  c o n tra c t to  
study financing options for 
the Red Dog mine.

Sen. Jan  Faiks, R-Anchor- 
age, said a fte r the SRI presen­
tation th a t she p lans to in tro ­
duce a m easure designed to 
lim it the po ten tial subsidy. 
Sen. R ick H alfo rd , R-Chu- 
giak, said he is considering a 
m easure requiring  the loan

proposal to be approved by 
the legislature a f te r  the Shef­
fie ld  a d m in is tra tio n  n ego ti­
ates defin ite  loan term s w ith 
Cominco.

M arsh  sa id  th e  su b s id y  
question is an equ ity  issue for 
law m akers to decide.

Cominco w ants to develop 
the rich Red Dog zinc deposit 
in partnersh ip  w ith  NANA 
Regional Corp., which owns 
the m ineral deposit 82 miles 
north of Kotzebue.

The s ta te  w ould provide 
$158 m illion to $190 m illion to 
build the road and port. If tne 
state accepted Cominco’s offer 
on loan repaym ent term s, the

state would earn zero to 2 
percent on the  loan, Marsh 
said.

SRI officials said Cominco 
would sink about S270 million 
into development of the pro­
posed mine and mill. Comin­
co’s retu rn  on investm ent in 
Red Dog would most likely be 
16.5 percent, though it could 
be as low as 10.3 percent or as 
high as 19.3 percent, depend­
ing on fu ture m etals prices, 
he said.

M arsh  po in ted  ou t th a t 
NANA will not finance any of 
th e  developm ent costs and

See Back Page, RED

nzieiy be oday

By DOUG O’HARRA
Daily News reporter

WASILLA —  Depending on the weather, 
fire crews could begin burning fallen tim ber in 
the Point MacKenzie farm project todc.y. state 
officials say.

"We will be making a decision in the 
morning as to whether i t ’s a bum  or a not- 
bum  day," Bob Martin said Tuesday. Martin is

a special assistant to the commissioner of the 
Department of Enviromental Conservation.

If not today, the burning could begtn any 
day through June 1 when conditions are right 
under terms of a DEC perm it issued last week 
to the Department of N atural Resources.

Given good conditions this morning —  clear 
weather, winds blowing away from Anchorage 
and the M atanuska-Susitna Valley, and low

particulate levels —  state forestry crews will 
fire one mile of black spruce piled on Eileen 
Haines' 300-acre iract in the farm project.

That "test bum " will be allowed to cool off^- 
before any other tim ber is burned, said DEC- 
officials.

" I t’s to study the behavior of the bum , and

See Back Page, BURN
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Sens. Ted am bassador to  Brazil,
owski. Motley has reta ined  his A laska
h M otley by  citizenship, biit said  he has not 
the retiring  decided w hether to move back.

" I  d on ’t ‘know . E v e ry th in g  is 
ome to  ad- open. I have done a lot of th ink ing ,
’er. We hope bu t have not decided," Motley said
Go m ake a in a te lephone in terview ,
come back ^As for a suggestion by Stevens 

, v- ..... and others th a t he run  for governor,
he adm inis- M otley said, “ I don’t know. I haven’t
'.iveonpo li- ruled it  out and I haven’t ruled it
and South in .”
For nearly  ■ M otley added , “ I knew  abou t
e was U.S. George Sullivan  announcing (for th e

GOP gubernato ria l nom ination) ' . .  
and I have read  th a t S teve (Cowper) 
is beating  the governor in the polls. I 
am  alw ays in te rested  in A laska po li­
tics. I am  fo rtuna te  enough to  have 
people keep an ea r to the ground for 
me in A laska ."  y>;V-.. ' -

Motley Informed Shultz several ’ 
m onths ago th a t he w ould lik e  to 
re tu rn  to p riv a te  life, bu t the secre- 

• ta ry  asked him  to  delay his depar­
tu re . Motley is expected to rem ain 
on the  job for about tw o months 
un til his successor, E llio tt Abram s, 
is confirm ed by th e  Senate. ‘ !. • . . :■■■ : j

k  ■ 1

• Tho Associated Press
begins his 5,40U mile quest from Fairbanks to Washington, 
tatlon centers.

s wheelchair quest1 i 7, • . Vt ;,, v ■ . V., - H . ..

feels good toybe.leavlng, bu t i t ’s k ind  
scary because 1 -w o d d e r 'w h a t k ind  of. 

conditions I ’ll run  in to ,”  K ing said. . ■
journey to  ,  He le ft under, sunny skies and tempera- 

tures of about.,,45jdegrees. _ ; ,- .̂yg

a parapleg:. his wheel

., was para  
;r  being hit 
em bark  on 

on to show 
can accom- 
money. for 
country,..^’ 
and gloves,

, ing by  the  t* .... .j , . v.

K ing hopes the tr ip  w ill take  only 123 
days, .and in tends to spend eight to  12 hours 
a day on the  road, w ith  Sundays as a rest 
day, . . .

r He w il l‘trav e l oh the 
into Canada, drop down 
cross the

A laska H ighway 
in to  Denver nnd

With the key Congressional votes 
on aid  to N icaragua out of, the  way, 
M otley said he decided to p iake the 
res igna tion  announcem en t.

Motley said there was no policj 
difference w ith  the Reagan adminis^ 

■' tra tion  th a t caused him  to resign.
“A bsolutely no t,"  he said. "I have 

been, to ta lly  com fortable w ith  the 
p residen t's policies from  day one." .

Motley described the S ta te  De­
partm en t job as " th e  toughest job 1 
ever had ,"  and  cited the U.S. inva­
sion of G renada as his biggest suc- 

’ cess. '.' ".

I  ■■■ ■ • "
Red Dog proposal analyzed

Continued from Page A-1r

therefore w on’t  ta k e  any in- 
- vestm ent risk s bu t w ill' earn 

an estim ated  $600 m illion in 
royalties over 30 years/'/?

. The s ta te  w ill tak e  a sign if­
icant risk , according,to SRI. ‘

Projections of an $80 m il­
lion s ta te  subsidy  are based 
on m ine production beginning

• in 1989 and road and port 
construction costs of $158 mil-' 
lion. '

B u t the consu ltan ts predict 
low er fu tu re  zinc prices than  
Cominco and the sta te  fore­
cast. Low zinc prices could 
delay m ine p roduction  —  and 
Cominco’s loan repaym ents —

. by a couple of years, accord­
ing to  Marsh. In addition , i t ’s 
not unreasonable to assume 
th a t construction costs could 
escalate to $190 m illion, he 
said, . i  • .

Those r isk  factors could in ­
crease the s ta te  subsidy to 
$130 m illion, SRI calculated.

Gov. Bill Sheffield is ask ­
ing the leg islatu re to. au tho r­
ize a complex loan package 
for financing construction of a 
57-mile road and p o rt. ' The 
package includes bond sales 
and dedication to Red Dog of 
outstanding s ta te  loans v a l­
ued a t $136 m illion. Repay­
m ents on the  loan portfo lio  
and the  tran sfe r o f $15 m il­
lion in unused s ta te  appro­
p riations from  the p a s t w ould 
yield about $33 m illion ,fo r 
Red Dog during the  coming 
fiscal year. . v ,;..

Legislation to  accomplish 
Sheffield’s p lan  is before th e  
F in ance  C om m ittee  in- th e  
Senate and aw aiting  a vote on

ment needs to be protected to 
the m axim um  e x te n t , possi­
b le," said  F a iks, w ho .is  co- 
chairm an of th e  Senate F i­
nance Com mittee. , . (j ..

. She said  she m ay introduce 
an  am endm ent th a t would re­
quire a m inim um  ra te  of re­
tu rn  on the s ta te  loan. ^  *, i

Halford, Senate m ajority 
leader and a m em ber of JLhe 
Finance Commitee, said  ,he 
may propose th a t the au thori­
zation to sell bonds and com­
m it s ta te  funds to  the project 
be contingent on legislative 
approval of th e  final loan 
agreem ent, w hich is to  be 
negotiated by  Cominco and 
the Sheffield adm in istration .

"We don 't approve royalty  
oil contracts’ w ithou t knowing 
the term s. We don 't make 
loans w ithout specifying the;, 
in te re s t ra te s  and  p en a lty  ' 
paym ents," H alford said. "I 
th in k  those  a re  le g itim a te  
concerns.” - •

M arsh ;said.: Cominco s re­
tu rn  on investm ent w ill be far 
m ore d e p e n d e n t . on fu tu re  
Zinc prices than  on the m agni­
tude of its  loan repaym ents to . 
th e  s ta te . T he re p ay m en t, 
term s required by  th e 's ta te  
w ill have a g rea ter im pact on 
the value of the subsidy than 
on Cominco’s p ro fits . ,

Cominco's re tu rn  w ould be
a t in n f 9 -r>e.rr>f»nt ln u /p r  th a n
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R E D  D O G  R O A D  A N D  P O R T  F A C T 5 H E E T

T h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  ( A I D A )  w i t h  t h e  s u p p o r t  o f  
t h e  A d m i n i s t r a t i o n ,  i s  p u s h i n g  f o r  an  $ 1 8  m i l l i o n  a p p r o p r i a t i o n  t o  A I D A ' s  
E c o n o m i c  D e v e l o p m e n t  F u n d ,  a l o n g  w i t h  a c o m m i t m e n t  o f  th e  i n t e r e s t  a n d  
p r i n c i p a l  o n  $ 1 4 2  m i l l i o n  o f  t h e  S t a t e ' s  l o a n  p o r t f o l i o .  T h i s  c o m m i t m e n t  
w i l l  b e c o m e  c o l l a t e r a l  f o r  a b o n d  i s s u e  o f  $ 1 7 5  m i l l i o n  for  a c t u a l  r o a d  a n d  
p o r t  c o n s t r u c t i o n .

i

O v e r  t h e  p a s t  y e a r ,  t h e  e s t i m a t e d  c o s t  o f  t h e  p r o j e c t  h a s  r i s e n  f r o m  $ 1 3 5  
m i l l i o n  to  $ 1 9 3  m i l l i o n ,  a n  i n c r e a s e  o f  4 2 % .  T h e  l e v e l  o f  d i r e c t  s t a t e  
s u b s i d y  i n c r e a s e  f r o m  $40 .1  m i l l i i o n  t o  $ 6 5  r r i i l l io n  b e t w e e n  F e b r u a r y ,
1 9 8 4  a n d  F e b r u a r y ,  1 9 8 5 .  C u r r e n t  o p t i o n s  i n c l u d e  d i r e c t  s u b s i d i e s  o f  u p  t o  
$ 9 0  m i l l i o n .  I f  n o  a p p r o p r i a t i o n  i s  m a d e ,  t h e  S t a t e  w i l l  p r o v i d e  a $ 1 5  
m i l l i o n  s u b s i d y  to  t h e  p r o j e c t  t h r o u g h  ta x  b r e a k s  a l r e a d y  on  t h e  b o o k s .

W h e n  t h e  l e g i s l a t u r e  g a v e  A I D A  a u t h o r i t y  to  d e v e l o p  a n d  o w n  p r o j e c t s  s u c h  
a s  the  p r o p o s e d  r o a d  a n d  p o r t ,  i t  r e q u i r e d  t h a t  A I D A  p r o d u c e  a F i n a n c e  P l a n  
f o r  th e  l e g i s l a t u r e  a n d  t h e  g o v e r n o r ,  l a y i n g  o u t  f i n a n c i n g  o p t i o n s .  A I D A  i s  
s p e c i f i c a l l y  r e q u i r e d  to  s e r i o u s l y  c o n s i d e r  t h o s e  o p t i o n s  r e q u i r i n g  th e  
l e a s t  s t a t e  i n v o l v e m e n t .

A l t h o u g h  t h e  l e g i s l a t u r e  i s  b e i n g  p r e s s e d  t o  f u n d  th e  p r o j e c t  n o w ,  b e f o r e  
t h e  m o n e y  r u n s  o u t ,  t h e  c o n c l u s i o n s  o f  th e  F i n a n c e  P l a n  w i l l  n o t  b e  
a v a i l a b l e  u n t i l  n e x t  A u g u s t  at  t h e  e a r l i e s t .  I n  t h e  m e a n t i m e ,  t h e  
l e g i s l a t u r e  i s  c o n s i d e r i n g  a $ 1 4 2  m i l l i o n  l o a n  a p p r o p r i a t i o n  a n d  $ 1 7 5  
m i l l i o n  b o n d  a u t h o r i z a t i o n  b a s e d  o n  a s e r i e s  o f  " f i n a n c e  o p t i o n s "  
a s s e m b l e d  i n  l e s s  t h a n  2 4  h o u r s .

T h e  A l a s k a  P u b l i c  I n t e r e s t  R e s e a r c h  G r o u p  f e e l s  t h a t  t h e  D e L o n g  M o u n t a i n  
R e g i o n a l  R o a d  a n d  P o r t  F a c i l i t y  i s  a p o o r l y  p l a n n e d  p r o j e c t ,  b a s e d  o n  
i n a d e q u a t e  f i n a n c i a l  b a c k u p  a n d  n o n e x i s t e n t  i n v e s t m e n t  c r i t e r i a .  G i v e n  
t h e  S t a t e ' s  o t h e r  p r e s s i n g  n e e d s  an d  d e c l i n i n g  r e v e n u e s ,  th e  p r o j e c t  s h o u l d  
n o t  be  f u n d e d  t h i s  y e a r .



I f  t h e  l e g i s l a t u r e  c h o o s e s  to  i n v e s t  j n  th e  R e d  D o g  r o a d  a n d  p o r t  p r o j e c t ,  i t  
s h o u l d  p r o t e c t  A l a s k a n s ’ i n t e r e s t s  by:

^ L i m i t i n g  t h e  e x t e n t  o f  t h e  S t a t e ' s  d i r e c t  s u b s i d y  to  t h e  i n i t i a l  
a p p r o p r i a t i o n  o f  $ 1 8  m i l l i o n ;

^ R e q u i r i n g  C o m i n c o / N A N A  a n d  a n y  o t h e r  f u t u r e  u s e r s  to  r e p a y  th e  
p r i n c i p a l  a n d  i n t e r e s t  o f  a  m a r k e t  v a l u e  s t a t e  l o a n  f r o m  A I D A ;

^ R e q u i r i n g  C o m i n c o / N A N A  an d  a n y  o t h e r  f u t u r e  u s e r s  t o  c o v e r  o p e r a t i o n  
a n d  m a i n t e n a n c e  c o s t s  o f  th e  p r o j e c t ;

^ R e q u i r i n g  A I D A  to  r e t u r n  to  th e  G e n e r a l  F u n d  a n y  t o l l  p a y m e n t s  b e y o n d  ' 
t h o s e  n e c e s s a r y  to  r e p a y  t h e  d e b t  s e r v i c e  a n d  s e c u r e  o u t s t a n d i n g  b o n d s ;

^ P u t t i n g  a t i m e  l i m i t  o n  t h e  p r o j e c t :  i f  c o n d i t i o n s  are  n o t  m e t  b y  M a r c h  
1 5 , 1 9 8 6 ,  t h e  b o n d  a u t h o r i z a t i o n  l a p s e s .
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A p r i l 9 , 1985

T h e  H o n o r a b l e  A r l i s s  S t u r g u l e w s k i  

C h a i r m a n ,  S e n a t e  R e s o u r c e s  C o m m i t t e e  

A l a s k a  S t a t e  L e g i s l a t u r e  

P o u c h  V

J u n e a u ,  A l a s k a  9 9 811

D e a r  S e n a t o r  S t u r g u l e w s k i :

In r e s p o n s e  to y o u r  l e t t e r  of  A p r i l  1, 1985, I a m  p r o v i d i n g  the f o l l o w i n g

r e q u e s t e d  i n f o r m a t i o n .  P l e a s e  n o t e  that o u r  r e s p o n s e s  ar e  b a s e d  u p o n  the

e s t i m a t e d  n et c a s h  flows s h o w n  in A t t a c h m e n t  I. A f t e r  a d j u s t i n g  for loans

that h a v e  p a i d  d o w n  or w i l l  n ot be t r a n s f e r r e d  for legal r e a s o n s ,  w e  e s t i m a t e

that a p p r o x i m a t e l y  $136 m i l l i o n  in loans w i l l  b e  t r a n s f e r r e d .

It is n ot p o s s i b l e  to p r o v i d e  a n  u n a m b i g u o u s  g r o w e r  to the f i r s t  t h ree 

q u e s t i o n s  u n t i l  two things h a p p e n .  F i rst, w e  n e e d  the r e s u l t s  o f  the F i n a n c e  

P l a n  p r o j e c t ,  n o w  b e i n g  w o r k e d  on, an u  s e c o n d  w e  n e e d  to h ave a n  a g r e e m e n t  

r e a c h e d  b e t w e e n  A I D A  a n d  C o m i n c o  w i t h  r e g a r d  to u s e r  fees. T h e  b e s t  f i g u r e s  

that we h a v e  at p r e s e n t  w i t h  r e s p e c t  to r e v e n u e  g e n e r a t e d  by the p r o j e c t  a r e  

t h ose tolls w h i c h  C o m i n c o  has o f f e r e d  to pay. P l e a s e  be a w a r e  that o ur u s e  

of  t h ese f i g u r e s  s h o u l d  in no w a y  be  t a k e n  as e v i d e n c e  t h a t  A I D A  h as a g r e e d  

to these c h a r g e s .  In a n y  case, u t i l i z i n g  the a t t a c h e d  c a s h  flows, a n d  o u r  

m o s t  c u r r e n t  a s s u m p t i o n s  r e g a r d i n g  c o s t s  and f i n a n c i n g ,  w e  e s t i m a t e  that the 

c a s h  f low of the p o r t f o l i o  w o u l d  n o t  be d i r e c t l y  u s e d  a f t e r  1995. A t  that

time, the c a s h  f low w o u l d  be u s e d  for c o v e r a g e  for the b o n d s ,  a n d  e v e n t u a l l y

c o u l d  f l o w  b a c k  to the g e n e r a l  fund. A n y  t o lls c o l l e c t e d  a b o v e  t h o s e  n e e d e d  

to p ay d e b t  s e r v i c e  o n  b o n d s  a nd p r o v i d e  for c o v e r a g e  o n  the b o n d s  c o u l d  a l s o  

f l o w  b a c k  to the g e n e r a l  fund.

1. If the $le>0 m i l l i o n  ($142 m i l l i o n  in l o ans p lus the $1 8  m i l l i o n  f r o m  the 

g e n e r a l  fund) a re t r a n s f e r r e d  to the A I D A  E c o n o m i c  D e v e l o p m e n t  Fund, w h a t

is the m e c h a n i s m  for t h e s e  funds to f l o w  b a c k  to the g e n e r a l  f u n d  o v e r

time?

A t  this time, the a c t u a l  r e p a y m e n t  m e c h a n i s m  h as n o t  y e t  b e e n

d e t e r m i n e d .  It c o u l d  be  set up  as a l o a n  f r o m  the D e p a r t m e n t  of C o m m e r c e  

and E c o n o m i c  D e v e l o p m e n t  to A I DA, w i t h  terms r a n g i n g  f r o m  a fixed a m o u n t  

per year, or  " a n y  a m o u n t  a b o v e  that r e q u i r e d  for d e b t  s e r v i c e " .

R e g a r d l e s s  of  the m e c h a n i s m ,  w e  r e c o m m e n d  that a c o v e r a g e  test be

u t i l i z e d ,  a n d  o n l y  i n c o m e  a b o v e  that ‘r e q u i r e d  f or the c o v e r a g e

r e q u i r e m e n t  be r e m i t t e d  to the State.

\
I
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2. Considering tha t the $160 m i l l i o n  w i l l  be used to back the sa le  o f  AIDA 
bonds but tha t  t o l l  fees charged to Cominco, LTD. (and perhaps o the rs )  as 
w e l l  as i n t e r e s t  earned from the fund w i l l  be used to r e t i r e  the bonds, 
what i s  the expected balance in the Economic Development Fund at the end 
o f  20 years?
As noted above, using our most cur ren t ccst and f inancing assumptions, we 
assume a l l  cash f low  a f t e r  1995 w i l l  be a v a i l a b l e  f o r  reinvestment in  the 
Economic Development Fund f o r  purposes o f  p rov id ing coverage f o r  the 
bonds. Since t h i s  a l s o  assumes that  the on ly  t o l l  fees are from Cominco 
and tha t  these fees a re ju s t  enough to pay debt s e rv ic e ,  the cash f low 
from the loan  p o r t f o l i o  a f t e r  1995 and i t s  reinvestment w i l l  be the on ly  
source o f  funds to be deposited in the Economic Development Fund. 
Although these are the best assumptions a v a i l a b l e  today, we be l ieve  they 
are conserva t ive  assumptions, e sp e c i a l l y  with regard to other fu tu re  
u se rs .  In  any case, i f  we assume the cash f low  can be re inves ted a t  a 
10% earnings r a t e ,  then by 2005 the balance w i l l  be $106 ,433 ,000 .
These f ig u r e s  are based upon our l a t e s t  es timates o f  re le van t  f a c t o r s  f o r  1 
what p re sen t ly  appears to be the best f inanc ing approach. This 
approach, which was discussed in an e a r l i e r  memo, aggregates funds from 
the genera l fund app rop r ia t i on ,  cash f low  from the loan p o r t f o l i o ,  and 
proceeds from a tax exempt bond s a l e .  This t o t a l  c o l l e c t i o n  o f  funds i s  
then used to pay f o r  const ruct ion  costs and f o r  intex s t  on the bonds
u n t i l  revenues from the p ro jec t  are s u f f i c i e n t  to pay f o r  the bonds.

3.  Can you provide us with a pro jected Economic Development Fund balance by
year from Ju ly  1 ,  1985 u n t i l  the re t i rement o f  a l l  o f  the $175 m i l l i o n  in
bonds issued f o r  th i s  p ro je c t ?
Under our l a t e s t  assumptions, on ly $135 m i l l i o n  in debt w i l l  be issued . 
This reduced amount i s  poss ib le  because cash f lows from the loan
p o r t f o l i o  appear to be g rea te r  than o r i g i n a l l y  estimated. Once again, 
using a l l  o f  the assumptions mentioned above, the pro jected balance o f  
the Economic Development Fund i s  given in  Attachment I I .

4 .  What e f f e c t  w i l l  the a dd i t i o n a l  management requirements o f  $142 m i l l i o n  
in  loans have on AIDA's personnel requirements?
We would not an t ic ip a te  immediately t r a n s f e r r i n g  the loan se rv ic ing  from 
Commerce to AIDA, but ra the r  using a phase-in process . At the ou tse t ,  we 
would request Commerce to continue se rv ic ing  the p o r t f o l i o  f o r  us. We
expect tha t  our se rv ic ing  costs would be s im i l a r  to those experienced by 
the Department o f  Commerce and Economic Development.

5. Can you provide us with a breakdown o f  the expenditures made to date and
those an t ic ipa ted  from the $3 m i l l i o n  app rop r ia t i on  in  l a s t  years budget 
f o r  th i s  p ro je c t ?
To date we have made the fo l l ow ing  commitments f o r  expenditure:  RSA with
DOTPF f o r  va r ious engineer ing and techn ica l  a ss is tance  $50 ,000 ;  RSA with 
Department o f  Law f o r  spec ia l i z ed  l e g a l  counsel  $50 ,000 ;  contract with

«
\
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SRI I n t e r n a t i o n a l  f o r  Finance Plan $267 ,000 ;  con t rac t  with R & M 
Engineering f o r  cost v e r i f i c a t i o n  and o the r  engineering se rv ices  $75 ,000 ;  
and o the r  misce] laneous expenditures $15 ,0 00 .  Planned uses f o r  the 
remainder are associated with ge t t ing  the p ro je c t s  ready f o r  const ruct ion  
b ids , f o r  ins tance ,  p repara t ion o f  f i n a l  d e ta i l e d  design , p repa ra t ion  o f  
bid packages, and so f o r t h .

6.  What i s  the t o t a l  amount that could be expected to accrue to the Economic 
Development Fund in  both p r in c ip a l  and i n t e r e s t  over time i f  you added 
together the $18 m i l l i o n  from the genera l fund, the $142 m i l l i o n  
p r i n c ip a l  in  lo ans ,  the i n t e r e s t  on the $18 m i l l i o n  whi le in the fund, 
the i n t e r e s t  generated from the $142 m i l l i o n  in loans and the i n t e r e s t  
earned on the earnings o f  the fund?
I t  appears in th i s  question that you simply want us to do a s t r a ig h t  
forward c a l c u l a t i o n  o f  a fu tu re  value o f  a known income stream. I f  so, 
then o f  course the on ly  r e a l  unknown i s  the assumed ra te  o f  re tu rn  on the 
re investments .  For these c a lcu la t io n s  we w i l l  assume i t  i s  10%, and 
again we w i l l  use the cash f low shown in  Attachment I .  The r e s u l t s ,  by 
yea r ,  a re  given in  Attachment I I I .  Although the numbers on Attachment 
I I I  get ra the r  l a rg e ,  I  think i t  i s  important to put these va lues in 
pe rspec t ive ,  since what i s  r e a l l y  being shown on that t ab le  i s  the 
e f f e c t s  o f  compound i n t e r e s t .  A more re le van t  number i s  the net present 
va lue o f  the approp r ia t ions  being proposed. Assuming that  $18 m i l l i o n  i s  
appropr ia ted on Ju ly  1, 1985, that the loan  p o r t f o l i o  can provide the net 
cash f low  shown in  Attachment I I I ,  and that  10% i s  the discount r a t e ,  
then the net present value o f  these app rop r ia t i on s  as o f  J u ly  1 ,  1985 i s  
$117 .3 m i l l i o n .

Although no d i r e c t  question was asked regard ing the phi losophy behind AIDA's 
involvement in  th i s  p r o je c t ,  I  be l ieve  i t  to be o f  paramount importance. We 
approach th i s  p ro je c t  as an investment, both in needed i n f r a s t r u c tu r e  and 
d i v e r s i f i c a t i o n .  We be l ieve tha t ,  a f t e r  some i n i t i a l  s ta t e  a s s i s tance ,  the 
p ro j e c t  w i l l  s t a r t  generating income f o r  the genera l fund. Even tua l ly ,  the 
p ro j e c t  should pay f o r  i t s e l f  many times ove r ,  and qui te  poss ib ly  be a major 
source o f  s ta t e  revenue when other sources have dwindled.
P lease l e t  me know i f  you have f u r t h e r  quest ions .
S in ce re ly ,

Executive D i rec to r
BLW: ec 
Enclosures
cc: Mary Nordale,  Commissioner, Department o f  Revenue

Loren Lounsbury, Commissioner,
Department o f  Commerce & Economic Development



/XI Im-iu t i n  I

Year VETS Smal 1 

Bus/Rev

Estimated

Small (a) 

Bus/Bank 

(Estimate, .594)

cash flows from Department

Comm Fish Tourism/ 

Rev.

of Revenue loan portfolio (000)

Tourism/ (b) Child Historic 

Bank Care District 

(Estimate, 1.185)

Gross (c) 

Total

Net (d) 

Tota 1 

(.95)

86 9247 1791 1064 6105 141 167 5 22 18,542 17,615
87 9034 1746 1037 5786 141 167 4 22 17,937 17,040
88 8784 1639 974 5409 Ml 167 3 22 17,139 16,282
89 8554 I5C8 896 4243 Ml 167 2 18 15,529 14,753
90 8379 1430 849 3870 129 153 '/ 14 14,825 14,084
91 8343 1339 795 3233 III 132 14 13,967 13,269
92 8042 1221 725 2037 105 124 14 12,268 11,655
93 7409 973 578 837 101 120 14 10,032 9,530
94 6955 569 338 214 97 115 7 8,295 7,880
95 6851 216 128 34 95 113 7,437 7,065
96 6814 37 22 92 109 7,074 6,720
97 6532 85 101 6,718 6,382
98 6174 39 46 6,259 6,042
99 6038 6,038 5,736

2000 5998 5,998 5,698
0! 5899 5,899 5,604
02 5096 5,096 4,841
03 4254 4,254 4,041
04 4035 4,035 3,833
05 3925 3,925 3,729
06 3863 3,865 3,672
07 3182 3,182 3,023
08 1709 1,709 1,624
09 521 521 495
10 98 98 93
II 20 20 19

Notes

(o) Cosh flow fIgu-es ovolloble only for Dep+. of Commerce serviced loans, of $10,473.7 principal balance. Estimate of cash flow of bank serviced

loans of $6,221.3 balance assumed to be proportional to relative principal balances. I.e. 6,221.3 / 10,473.7 = .594

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

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

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

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

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

gross figures. ^
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A T T A C H M E N T  II

B a l a n c e  in E c o n o n r.ic D e v e l o p m e n t  F u n d  in r e s p o n s e  to Q u e s t i o n  3. A s s u m e s  tha t  

f u nds c a n  be  r e i n v e s t e d  at a 10% rate o f  r e t u r n .

F i s c a l

Y e a r C a s h  F l o w  f rom L o a n s  (000) F u n d  B a l a n c e

199 5 7,060 7 , 0 6 0

96 6, 720 1 4 , 4 8 6

97 6 , 382 2 2 , 3 1 7

98 6,042 3 0 , 5 9 0

99 5,736 3 9 , 3 8 5

2 0 0 0 5 ,698 4 9 , 0 2 2

01 5,604 5 9 , 5 2 8

02 4,841 7 0 , 3 2 2

03 4 , 0 4 1 8 1 , 3 9 5

04 3,833 9 3 , 3 6 7

05 3,729 1 0 6 , 4 3 3

06 3,672 1 2 0 , 7 4 9

07 3,023 1 3 5 , 8 4 6

0 8 1,624 1 5 1 , 0 5 5

09 495 1 6 6 , 6 5 6

10 93 1 8 3 , 4 1 4

11 19 2 0 1 , 7 7 5

12 2 2 1 , 9 5 2

13 2 4 4 , 1 4 7

14 2 6 8 , 5 6 2

15 2 9 5 , 4 1 8



A T T A C H M E N T  III

Ca lcu la t i on  o f  a hypo the t ica l  fund ba lance,  based upon cash f lows o f  
Attachment I ,  $18 m i l l i o n  on Ju ly  1, 1985, and assumed reinvestment r a t e  o f  
10%.

F i s c a l
Year Cash Flow from Loans ( 000 )  Fund Balance ( 0 00 )
1986 17,615 37 ,415 .

87 17 ,040 58 ,197
88 16 ,282 80 ,298
89 14 ,753 103 ,081
90 14 ,084 127 ,473
91 13 ,269 153,489
92 11 ,655 180 ,493
93 9 ,410  207 ,952
94 7 ,880 236 ,628
95 7,065 267 ,355
96 6 ,720 300 ,811
97 6 ,382 337 ,274
98 6 ,042 377 ,043
99 5 ,736 420 ,484

2000 5 ,698 468 ,230
01 5 ,604  520 ,657
02 4 ,841  577 ,564
03 4 ,041  639 ,361
04 3 ,833 707 ,130
05 3 ,729 781 ,572
06 3 ,672 863 ,401
07 3 ,023  952 ,764
08 1 ,624 1 ,049 ,665
09 495 1 ,155 ,126
10 , 93 1 ,270 ,732
11 19 1 ,397 ,824
12 1 ,537 ,607
13 1 ,691 ,367
14 1 ,860 ,504
15 2 ,0 4 6 ,555
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C o o k
4 / 1 8 / 8 5 /

O r i g i n a l  sp o n s o r :  R u l e s / G o v e r n o r

B Y  T H E  H O U S E  S P E C I A L  
IN T H E  H O U S E  C O M M I T T E E  ON S T A T E  L O A N S

CS  F O R  H O U S E  B I L L  NO. 105 (Loans) •

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

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

A  B I L L

F o r  an A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to the a u t h o r i z a t i o n  of b o n d s  or

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

o r  n o t e s  f o r  the D e L o n g  M o u n t a i n  t r a n s p o r t a t i o n  

p r o j e c t  m a y  b e  issued; a n d  p r o v i d i n g  for an e f f e c t i v e  

d a t e . "

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

* S e c t i o n  1. A S  3 7 . 1 5 . 4 1 0  is a m e n d e d  to read:

Sec. *3/. 15.410. B O N D  A U T H O R I Z A T I O N .  F o r  the p u r p o s e  of  p r o v i d­

ing p a r t  or a l l  o f  the m o n e y  to b e  u s ed, w i t h  or w i t h o u t  a n y  g r a n t s  or 

o t h e r  m o n e y  t h a t  [WHICH] m a y  b e c o m e  a v a i l a b l e ,  the i s s u a n c e  a n d  sale 

of r e v e n ue b o n d s  of the s t a t e  in the t o t a l  p r i n c i p a l  s u m  o f  n o t  to 

e x c e e d  $ 8 6 ,5 2 5 , 0 0 0  [ $ 6 2 , 8 2 5 , 0 0 0 ]  is a u t h o r i z e d  to a c q u i r e ,  equip,

c o n s t r u c t ^  a n d  i n s t a l l  the a d d i t i o n s ,  i m p r o v e m e n t s ,  e x t e n s i o n s ^  and

f a c i l i t i e s  a u t h o r i z e d  in A S  3 7 . 1 5 . 5 1 0 .  T h e  principal, of a n d  i n t e r e s t

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

d e r i v e d  b y  the s t a t e  f r o m  the o w n e r s h i p ,  lease, u s e ^  a n d  o p e r a t i o n  of 

the a i r p o r t s ,  a n d  of all the f a c i l i t i e s  of t h e m  a n d  out o f  a n y  o t h e r  

r e v e n u e s  or m o n e y  t h a t  [WHICH] the s t a t e  l e g i s l a t u r e  m a y  p r o v i d e  

e x c l u s i v e  of a n y  s t a t e  tax or lic e n s e .

* S e c ^ - 2 . T h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  is a u t h o r i z e d  to 

issue^J}ondst|>j a r ^ a g t e F  in a p r i n c i p a l  a m o u n t  n o t  to e x c e e d  $ 1 7 5 , 0 0 0 , 0 0 0  to 

p r o v i d e  f i n a n c i n g  for the D e L o n g  M o u n t a i n  t r a n s p o r t a t i o n  p r o j e c t .

* Sec. 3. B e f o r e  b o n d s  or n o t e s  a u t h o r i z e d  u n d e r  sec. 2 of this A c t  m a y  

be  i s s u e d  the A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  s h a l l  c o m p l y  w i t h

-1- C S H B  1 0 5 (Loans)



A S  A A . 88. 173 and, to the e x t e n t  f e a s i b l e ,  s h a l l  i n c o r p o r a t e  in t o  the final 

f i n a n c e  p l a n  f o r  t h e  D e L o n g  M o u n t a i n  t r a n s p o r t a t i o n  p r o j e c t  the f o l l o w i n g  

t erms a n d  c o n d i t i o n s :

(1) C o m i n c o ,  Ltd. is r e q u i r e d  to a g r e e  in w r i t i n g  th a t

(A) C o m i n c o ,  Ltd. w i l l  p a y  for all o r  a p o r t i o n  of the 

o p e r a t i o n  a n d  m a i n t e n a n c e  of  f a c i l i t i e s  c o n s t r u c t e d  as p a r t  of the 

p r o j e c t  b a s e d  on the u s e  C o m i n c o  A l a s k a  m a k e s  of the f a c i l i t i e s  c o m­

p a r e d  to the u s e  m a d e  b y  o t h e r s ;

(B) if C o m i n c o  A l a s k a  c e a s e s  to d e v e l o p  t h e  R e d  D o g  M i n e  

a f t e r  c o s t s  o r  d e b t s  h a v e  b e e n  i n c u r r e d  for the p r o j e c t ,  C o m i n c o ,  Ltd. 

w i l l  r e p a y  the A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  f o r  t h o s e  costs 

a n d  debts;

•(C) t o l l  f e e s  p a i d  b y  C o m i n c o  A l a s k a  f o r  the u s e  of f a c i l­

ities c o n s t r u c t e d  as p a r t  o f  the p r o j e c t  to t h e  A l a s k a  I n d u s t r i a l  

D e v e l o p m e n t  A u t h o r i t y  m a y  b e  p e r i o d i c a l l y  a d j u s t e d  if the p r i c e  of 

z i n c  r i s e s  a b o v e  a l e v e l  t h a t  y i e l d s  a r e t u r n  o n  i n v e s t m e n t  c o m m e n­

su r a t e  w i t h  risk;

(2) l a n d  in the C a p e  K r u s e n s t e r n  N a t i o n a l  M o n u m e n t  is c o n v e y e d  

to N A N A  R e g i o n a l  C o r p o r a t i o n  b y  the U n i t e d  S t a t e s  D e p a r t m e n t  o f  the I n­

terior;

(3) N A N A  R e g i o n a l  C o r p o r a t i o n  is r e q u i r e d  to a g r e e  in w r i t i n g  to 

m a k e  a v a i l a b l e  to the A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y ,  at n o  m o r e  

t h a n  f a i r  m a r k e t  v a l u e ,  l a n d  n e e d e d  for the p o r t  a n d  r o a d  c o n s t r u c t e d  as 

p a r t  of the p r o j e c t  a n d  l a n d  n e e d e d  for f u t u r e  e x p a n s i o n  o f  the r o a d  and 

port;

(4) tax e x e m p t  f i n a n c i n g  for the p r o j e c t  is u s e d  to the m a x i m u m  

e x t e n t  p o s s i b l e ;

(5) a to l l  s c h e d u l e ,  th a t  m a y  b e  p e r i o d i c a l l y  a d j u s t e d ,  is

e s t a b l i s h e d  f o r  u s e  o f  f a c i l i t i e s  c o n s t r u c t e d  as p a r t  o f  the p r o j e c t  that 

C S H B  1 0 5 (Loans)
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(A) e n s u r e s  a r e a s o n a b l e  r e t u r n  o n  the s t a t e ' s  i n v e s t m e n t  

in the p r o j e c t ;  a n d

(B) g u a r a n t e e s  e q u i t a b l e  a c c e s s  to the f a c i l i t i e s  b y  all

u s e r s .

* Sec. 4. B e f o r e  b o n d s  or n o t e s  a u t h o r i z e d  u n d e r  sec. 2 o f  this A c t  m a y

b e  i s s u e d  the A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  shall

(1) r e p o r t  in w r i t i n g  to the l e g i s l a t i v e  b u d g e t  a n d  a u d i t  

c o m m i t t e e  th a t  the c o n d i t i o n s  u n d e r  sec. 3 of this A c t  h a v e  b e e n  me t ;  a n d

(2) a g r e e  w i t h  the D e p a r t m e n t  of  R e v e n u e  in w r i t i n g  to d e l i v e r

a l l  m o n e y  g e n e r a t e d  b y  the D e L o n g  M o u n t a i n  t r a n s p o r t a t i o n  p r o j e c t ,  o t h e r

t h a n  m o n e y  n e c e s s a r y  f o r  p a y m e n t  of the p r i n c i p a l  and i n t e r e s t  o n  b o n d s  or 

n o t e s  i s s u e d  u n d e r  sec. 2 o f  this Act, to the D e p a r t m e n t  of R e v e n u e  for 

d e p o s i t  in the g e n e r a l  fund.

* Sec. 5. T h i s  A c t  takes e f f e c t  i m m e d i a t e l y  in  a c c o r d a n c e  w i t h  A S  01.- 

1 0 . 0 7 0 ( c ) .

-3- C S H B  1 0 5 (Loans)



7
*

ALASKA PUBLIC  XHTEREST RESEARCH GROUP
Post Office Box 1093/Anchorage, Alaska 99510/(907) 278-3661

t h e  R e d  D o g  R o a d  a n d  P o r t  P r o j e c t

T H E  P R O P O S A L :  C o m i n c o / N A N A  h a v e  f o r m e d  a j o i n t  v e n t u r e  to  d e v e l o p  th e  
R e d  D o g  z i n c / l e a d  d e p o s i t  j u s t  n o r t h  o f  K o t z e b u e  n e a r  the  m o u t h  o f  th e  
N o a t a k  R iv e r .  T h e  d e p o s i t  i s  5 5  m i l e s  f r o m  t i d e w a t e r .  W i t h  
A d m i n i s t r a t i o n  s u p p o r t ,  C o m i n c o  / N A N A  is  p u s h i n g  th e  S t a t e  to b u i l d  a 
p o r t  f a c i l i t y  a n d  r o a d  f r o m  th e  d e p o s i t  to  t i d e w a t e r  fo r  t r a n s p o r t a t i o n  to  
s m e l t e r s  in  B r i t i s h  C o l u m b i a  a n d  J a p a n .

T h o u g h  m a j o i r  c o m p o n e n t s  o f  th e  p l a n  h a v e  c h a n g e d  s e v e r a l  t i m e s  in  t h e  
l a s t  2  m o n t h s ,  t h e  m o s t  r e c e n t  p l a n  i s  fo r  th e  S t a t e  to  t r a n s f e r  $ 1 4 2  
m i l l i o n  o f  th e  S t a t e ' s  l o a n  p o r t f o l i o  to  th e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  
A u t h o r i t y ' s  ( A I D A )  E c o n o m i c  D e v e l o p m e n t  F u n d .  T h e  l o a n  p r i n c i p a l  a n d  
i n t e r e s t  w o u l d  f o r m  c o l l a t e r a l  fo r  a $ 1 7 5  b o n d  i s s u e  fo r  c o n s t r u c t i o n  o f  
t h e  r o a d  a n d  p or t .  S o m e  p o r t i o n  o f  c o n s t r u c t i o n  c o s t s  w o u l d  be  p a i d  b y  
f a c i l i t i e s  u s e r s  o v e r  the  l i f e  o f  t h e  p r o j e c t .

U n t i l  t o d a y ,  a n  $ 1 8  m i l l i o n  a p p r o p r i a t i o n  to  A I D A  fo r  t h e  p r o j e c t  w a s  i n  
t h e  g ov er no r 's  b u d g e t .  I n  F e b r u a r y ,  1 9 8 4 ,  th e  t o t a l  c o s t  o f  th e  p r o j e c t  w a s  
a n t i c i p a t e d  at  $ 1 3 5  m i l l i o n .  T h a t  f i g u r e  i n c r e a s e d  to $ 1 5 0  m i l l i o n  in  
F e b r u a r y ,  1 9 8 5 ,  to  $ 1 6 5  m i l l i o n  i n  M a r c h ,  1 9 8 5  a n d  $ 1 9 3  m i l l i o n  i n  l a t e  
M a r c h ,  1 9 8 5 .

i

V a r y i n g  m o r a t o r i a  o n  r e p a y m e n t s ,  l o w - i n t e r e s t  or  n o - i n t e r e s t  l o a n  t e r m s ,  
t e r m  r e p a y m e n t ,  s c h e d u l e s  a n d  o u t r i g h t  g r a n t s  h a v e  b e e n  d i s c u s s e d  by  
s t a t e  p o l i c y m a k e r s  a n d  C o m i n c o .  T h e  v a l u e  o f  d i r e c t  s u b s i d y  o n  th e  p a r t  
o f  th e  S t a t e  h a s  v a r i e d  f r o m  $40 .1  m i l l i o n  i n  F e b r u a r y ,  1 9 8 4  to  $ 6 5  m i l l i o n  
in  F e b r u a r y ,  1 9 8 5  to  a h i g h  o f  $ 9 0  m i l l i o n  i n  M a r c h ,  1 9 8 5 .

N A N A  a n d  C o m i n c o  h a v e  w o r k e d  o u t  a d e t a i l e d  a g r e e m e n t  c o v e r i n g  s h a r e d  
p r o f i t s ,  l o c a l  h i r e  g o a l s ,  e f f o r t s  to  m i n i m i z e  th e  a d v e r s e  i m p a c t s  o f  t h e  
p r o j e c t  o n  the N A N A  r e g i o n ,  etc .
• •

O n c e  th e  i n f r a s t r u c t u r e  is' i n  p l a c e ,  t h e  S t a t e  a n d  C o m i n c o / N A N A  
a n t i c i p a t e  t h a t  o t h e r  d e p o s i t s  i n  t h e  a r e a  w i l l  b e  e x p l o i t e d  a s  d e v e l o p m e n t



c o s t s  g o  d o w n .  G C O ,  Inc .  o w n s  r i g h t s  to  th e  L i k  d e p o s i t  10  m i l e s  f r o m  R e d  
D o g ,  a n d  C o m i n c o  h a s  c o n t r o l  o f  th e  n e a r b y  S u  d e p o s i t .

C O S T / B E N E F I T  O F  P R O J E C T :  T h e  S t a t e  p r o j e c t s  a 5 . 3 / 1  ( d o w n  f r o m  6 . 2 / 1 )  
c o s t - b e n e f i t  r a t i o  f o r  t h e  p o r t  a n d  r o a d  p r o j e c t .  ( A s s u m e s  . 6 0 / l b .  p r i c e  
f.or z i n c ,  1 5 %  r e t u r n  o n  i n v e s t m e n t  f o r  C o m i n c o / N A N A ,  $40. 1  m i l l i o n  
s u b s i d y ,  $ 1 6 9  m i l l i o n  i n  d i r e c t  r e t u r n s  to  t h e  S t a t e  i n  t a x e s  o r  t r a n s f e r  
p a y m e n t  s a v i n g s . )

" T h e  r a t i o  i s  h i g h  b e c a u s e  i t  a p p e a r s  t h e  p r o j e c t  w o u l d  n o t  b e  v i a b l e  
w i t h o u t  S t a t e  s u p p o r t .  U n d e r  t h e  f o r e g o i n g  a s s u m p t i o n s ,  t h e  m i n i m u m  
l e v e l  o f  i n v e s t m e n t  th e  S t a t e  c a n  m a k e  i n  t h e  p r o j e c t  a n d  h a v e  any  
e x p e c t a t i o n  o f  i m m e d i a t e  d e v e l o p m e n t  i s  e s t i m a t e d  to  b e  $40 . 1  m i l l i o n .  
H i g h e r  i n v o l v e m e n t  b y  t h e  S t a t e  t h r o u g h  l a r g e r  a m o u n t s  o f  s u b s i d y  w i l l
i n c r e a s e  e x p e c t e d  r a t e s  o f  r e t u r n  to C o m i n c o  T h e  S t a t e  c o u l d
s u b s i d i z e  the p r o j e c t  u p  t o  $ 2 4 5 . 0  m i l l i o n  a n d  s t i l l  h a v e  a b e n e f i t / c o s t
r a t i o  g r e a t e r  t h a n  1 ____ I f  th e  z i n c  p r i c e  i s  l o w e r e d  f r o m  . 6 0  to . 5 5  p e r
p o u n d  ( t h e  l o w  s i d e  o f  o u r  e s t i m a t e d  f u t u r e  p r i c e ) ,  the  r a t e  o f  r e t u r n  to 
C o m i n c o  w o u l d  a l s o  f a l l .  A t  t h e  . 5 5  p r i c e ,  to  g e t  th e  r e t u r n  to  C o m i n c o  u p  
t o  1 5 %  th e  S t a t e  m i g h t  h a v e  to  p u t  u p  a s u b s i d y  o f  $ 1 5 8 . 0  m i l l i o n  in  th e  
p r o j e c t .  B e c a u s e  o f  the l o w e r  p r i c e ,  t h e  t a x e s  are  a l s o  l o w e r ;  t h i s ,  
c o u p l e d  w i t h  t h e  h i g h e r  l e v e l  o f  s u b s i d y ,  r e d u c e s  the b e n e f i t / c o s t  r a t i o  to  
1 . 2 5  i n  c o m p a r i s o n  to  th e  6 . 2  f i g u r e  g e n e r a t e d  b y  a . 6 0  p r ic e ."  ( R e d  D o g  
P r o j e c t  A n a l y s i s ,  F e b r u a r y ,  1 9 8 4 . )

A t  . 6 3 / l b . ,  th e  p r o j e c t  i s  e x p e c t e d  to b e  v i a b l e  w i t h o u t  s t a t e  i n v e s t m e n t .
T h e  c u r re n t  p r i c e  o f  z i n c  i s  . 4 5 / l b . ;  o f  l e a d ,  . 1 9 / l b .

4
O T H E R  I S S U E S :  I n  a d d i t i o n  to  s t a t e  s p o n s o r s h i p  o f  th e  p r o j e c t ,  a f e w  o t h e r  
i s s u e s  m u s t  b e  r e s o l v e d . T h e  r o a d  r o u t e  p r e f e r r e d  by C o m i n c o / N A N A ,  t h e  
s o u t h e r n  r o u t e ,  i s  l e s s  e n v i r o n m e n t a l l y  d a m a g i n g .  H o w e v e r ,  i t  r u n s  
t h r o u g h  the  C a p e  K r u s e n s t e r n  N a t i o n a l  M o n u m e n t .  T h e  j o i n t  v e n t u r e  h a s  
a p p l i e d  f o r  a l a n d  e x c h a n g e  a n d  r i g h t  o f  w a y  f r o m  th e  D e p t ,  o f  I n t e r io r .  
C o n g r e s s  i s  c o n s i d e r i n g  a  b i l l  a p p r o v i n g  th e  l a n d  e x c h a n g e .

J u s t  as  d i f f i c u l t  i s  t h e  c o n f l i c t  b e t w e e n  N A N A  a n d  th e  N o r t h  S l o p e  B o r o u g h  
o v e r  j u r i s d i c t i o n  o v e r  t h e  R e d  D o g  d e p o s i t .  A f t e r  A N C S A ,  t h e  A r c t i c  S l o p e  
N a t i v e  A s s o c ,  f o r m e d  a b o r o u g h  w h i c h  i n c l u d e d  a s t r i p  o f  l a n d  ( t h e  R e d  D o g  
d e p o s i t )  w h i c h  n o w  i s  [Dart o f  t h e  N A N A  r e g i o n a l  c o r p o r a t i o n .  T h e  b o r o u g h  
a n d  r e g i o n a l  c o r p o r a t i o n  b o u n d a r i e s  s h o u l d  b e  r o u g h l y  c o n t i g u o u s ,  b u t  th e  
p r o c e s s e s  w e r e  c o m p l e t e d  o u t  o f  s y n c h  w i t h  e a c h  o t h e r  a n d  t h u s  the  
i m p o r t a n t  d i s c r e p a n c y  o c c u r r e d .



W i t h o u t  the  t a x  b a s e  r e p r e s e n t e d  by t h e  R e d  D o g  m i n e ,  a p r o p o s e d  N A N A  
a r e a  b o r o u g h  w i l l  n o t  h a v e  e n o u g h  r e v e n u e s  to  f u n c t i o n .  S i n c e  the d i s p u t e d  
a r e a  is  n o t  p o p u l a t e d  ( a n d  a s i m p l e  v o t e  c a n n o t  b e  t a k e n ) ,  a c o m p l i c a t e d  
d e t a c h m e n t  p r o c e s s  i s  u n d e r w a y .  V a r i o u s  t e c h n i c a l i t i e s  p r e e m p t  th e  
L e g i s l a t u r e  f r o m  s i g n i n g  o f f  o n  a n y  a g r e e m e n t  u n t i l  th e  ' 8 6  l e g i s l a t i v e  
S e s s i o n .  N A N A  h a s  i n d i c a t e d  t h a t  i f  t h e  b o u n d a r y  d i s p u t e  i s  n o t  s e t t l e d ,  
a n d  tax p o l i c y  i s  n o t  c l e a r ,  th e  m i n e  w i l l  n o t  b e  d e v e l o p e d .

C O S T / B E N E F I T  O F  T H E  M I N E  I T S E L F :  T h e  R e d  P o o  P r o j e c t  A n a l y s i s  
a n t i c i p a t e s  t h e  f o l l o w i n g  c o s t s  a n d  b e n e f i t s  o f  t h e  m i n e :

E m p l o y m e n t :

D i r e c t : 1 4 3  j o b s  d u r i n g  c o n s t r u c t i o n  
( 4 0 %  N A N A  r e s i d e n t s )
3 7 5  j o b s  d u r i n g  p r o d u c t i o n  
( 5 0 - 7 5 %  N A N A  r e s i d e n t s )

I n d i r e c t : 9 2  d u r i n g  c o n s t r u c t i o n  
( 2 3  i n  N A N A  v i l l a g e s )  
2 2 6  d u r i n g  p r o d u c t i o n  
( 1 0 6  i n  v i l l a g e s )

I n c o m e :

D i r e c t : $ 8 . 8  m i l l i o n / y r  d u r i n g  c o n s t r u c t i o n  
( $ 3 . 5  m i l l i o a . t o  N A N A  r e s i d e n t s )  
$ 1 2  m i  11 i o n / y r  d u r i n g  p r o d u c t i o n  
( $ 7 . 5  m i l l i o n  to  N A N A  r e s i d e n t s )

I n d i r e c t : $ 2 . 3  m i l l i o n / y r  d u r i n g  c o n s t r u c t i o n  
( $ . 5 7 5  m i l l i o n / y r  i n  v i l l a g e s )
$ 5 . 7  m i l l i o n / y r  d u r i n g  p r o d u c t i o n  
( $ 2 . 7  m i l l i o n / y r  i n  v i l l a g e s )



J o b s  f o r  p r e v i o u s l y  u n e m p l o y e d  p e o p l e :

D u r i n g  C o n s t r u c t i o n :  3 8 —  1 2  i n  v i l l a g e s ,  7  o u t s i d e  A K
D u r i n g  P r o d u c t i o n :  9 3 - - 5 1  i n  v i l l a g e s ,  10  o u t s i d e  A K

«

T a x  r e v e n u e s :

( C o r p o r a t e  i n c o m e  tax a n d  m i n i n g  l i c e n s e  ta x ,  b a s e d  o n  p r o b a b l e  p r i c e  o f  
? i n c  at  . 6 0 / l b )
C o m i n c o :  j V u l l i o v -
$ 2  m i l l i o n  p e r  y e a r  t h r o u g h  1 9 9 2 ,  $ 8  m i l l i o n  i n  1 9 9 3 ,  a v e r a g e  $ 10 /pe r  y e a r  
t h r o u g h  2 0 0 8 .
N A N A :
$ 2 . 3 6  m i l l i o n  p e r  y e a r  t h r o u g h  1 9 9 1 ,  $ 6 . 6 8  m i l l i o n  a f t e r  1 9 9 1 .

L a s t  year 's  i n v e s t m e n t  tax c r e d i t  g r a n t s  th e  j o i n t  v e n t u r e  n e a r l y  $ 15  
m i l l i o n  i n  t a x  b r e a k s  t h r o u g h  19 9 4 .

Z I N C  O U T L O O K :  T o d a y ' s  z i n c  p r i c e  i s \ 4 5  l b . ,  l e a d  p r i c e  i s  . 2 0 / l b .  T h e  
S t a t e ' s  a n a l y s i s  o f  the  R e d  D o g  p r o j e c t  a s s u m e s  2 0  y e a r  r e a l  p r i c e s  f o r  
z i n c  a n d  l e a d  to  a v e r a g e  . 6 0 / l b  a n d  . 3 5 / l b  r e s p e c t i v e l y .  T o d a y ' s  l o w  p r i c e s  
are s u p p o s e d l y  r e f l e c t i v e  o f  l o w  r e c e s s i o n a r y  d e m a n d  a n d  h i g h  s u p p l y  o f  
m e t a l s .  D e v e l o p i n g  t e c h n o l o g y  s h o u l d  b r i n g  a b o u t  s o m e  p r o d u c t  
s u b s t i t u t i o n  f o r  l e a d ,  l i t t l e  fo rv zi nc .

B u s i n e s s  W ee k 's  1 2 / 1 7 / 8 4  i s s u e  f e a t u r e d  a c o v e r  s t o r y ,  " T h e  D e a t h  o f  
M i n i n g ."  I n  i t ,  t h e  a u t h o r s  l u m p  z i n c  a n d  l e a d  i n  w i t h  c o p p e r ,  n i c k e l  a n d  
m o l y  m a r k e t s  a n d  e n v i s i o n  b a d  t i m e s  a h e a d  f o r  t h e  l o n g  t e r m  fu t u r e .  
C o m i n c o  h a s  r e f l e c t e d  w o r l d w i d e  d i f f i c u l t i e s :  i t  l o s t  $ 3 1  m i l l i o n  i n  1 9 8 2  
a n d  $ 3 9  m i l l i o n  1 9 8 3 .  A n a l u s t s  a n t i c i p a t e  t h a t  l e a d  a n d  z i n c  d e m a n d  w i l l  
i n c r e a s e  b y  1 - 2 %  i n  th e  n e x t  t e n  y e a r s .  T h e  S t a t e  i s  a s s u m i n g  a 2 . 5 %  
i n c r e a s e  i n  d e m a n d  a n n u a l l y .  T h e  a r t i c l e  d o e s  e m p h a s i z e  t h a t  t h i r d  w o r l d  
m i n e s  are  c o m i n g  o n  l i n e  r a p i d l y  a n d  are f a r  s u p e r i o r  to  A m e r i c a n  m i n e s  as  
fa r  a s  r e c o v e r y  t e c h n o l o g y  g o e s .  T h e  R e d  D o g  m n e  i s  a n a l o g o u s  t o  a t h i r d  
w o r l d  m i n e  i n  t h i s  s e n s e ,  e x c e p t  t h a t  t r a n s p o r t a t i o n  c o s t s  a s  a p r o p o r t i o n  
o f  p r o d u c t i o n  c o s t s  are h i g h e r  ( 4 0 % )  t h a n  a v e r a g e  ( 1 0 % ) .



B r a d  T u c k  o f  t h e  I n s t i t u t e  f o r  S o c i a l  a n d  E c o n o m i c  R e s e a r c h ,  w r o t e  a 
c h a p t e r  o n  m i n i n g  i n  A l a s k a  R e s o u r c e  D e v e l o p m e n t  l a s t  ye a r .  H e  
a n t i c i p a t e s  t h a t  w o r l d  m e t a l  p r i c e s  w i l l  n o t  i n c r e a s e  s i g n i f i c a n t l y  ( p r i c e s  
w o u l d  h a v e  to  i n c r e a s e  b y  3 5 %  to  r e a c h  t h e  p r o b a b l e  p r i c e  o f  . 6 0 / l b  i n  t h e  
s t a t e  a n a l y s i s ) .  " T h e  S t a t e  w i l l  a t  b e s t  d e r i v e  o n l y  m o d e s t  r e v e n u e s  f r o m  
n o n - f u e l  m i n e r a l  a n d  c o a l  d e v e l o p m e n t .  A n n u a l  r e v e n u e s  b y  th e  m i d  1 9 9 0 s  
f r o m  R e d  Dog. ,  E a g l e ,  G r e e n s  C r e e k  a n d  Q u a r t z  H i l l  w i l l  b e  l e s s  t h a n  $ i 0  
m i l l i o n . "
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In t r o d u c e d :  1/23/85
R e f erred: T r a n s p o r t a t i o n  and 
F i n a n c e

BY  T H E  R U L E S  C O M M I T T E E  BY
1 IN T H E  H O U S E  R E Q U E S T  OF T H E  G O V E R N O R

2 H O U S E  B I L L  NO. 105

3 IN T HE L E G I S L A T U R E  O F  T H E  S T ATE OF A L A S K A

4 F O U R T E E N T H  L E G I S L A T U R E  - F I RST S E S S I O N

5 A  B I L L

6 F o r  an A c t  entitled: "An Act r e l a t i n g  to the i n t e r n a t i o n a l  a i r p o r t s  reve-

7 nu e  b o nds a u t h o r i z a t i o n ;  and p r o v i d i n g  for an effec-

8 tive d a t e . "

9 BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  ALASKA:

10 * S e c t i o n  1. AS 3 7 . 1 5 . 4 1 0  is a m e n d e d  to read:

11 Sec. 37.15.410. B O N D  A U T H O R I Z A T I O N .  For the p u r p o s e  of provid-

12 ing part or all of the m o n e y  to be used, w i t h  or w i t h o u t  any grants or

13 o t h e r  m o n e y  w h i c h  m a y  b e c o m e  av a i l a b l e ,  the i s s u a n c e  and sale of

14 r e v e n u e  bonds of the s t ate in the t o tal p r i n c i p a l  s um of not to e x ceed

15 $ 8 6 , 5 2 5 , 0 0 0  [$62,825,000] is a u t h o r i z e d  to acquire, equip, c o n s t r u c t ^

16 and i n s tall the additions, impr o v e m e n t s ,  e x t e n s i o n s ^  and f a c i lities

17 a u t h o r i z e d  in AS  37.15.510. The p r i n c i p a l  of and i n t e r e s t  on these

18 b o n d s  shall be pai d  out of and s e c u r e d  by the gross r e v e n u e s  d e r i v e d

19 by the state from the ownership, lease, u s e A  a n d  o p e r a t i o n  of the

20 airports, and of all the f a c i l i t i e s  of t h e m  a nd out of any o t h e r

21 r e v e n u e s  or  m o n e y  w h i c h  the state l e g i s l a t u r e  m a y  p r o v i d e  e x c l u s i v e  of

22 any s t a t e  tax or  license.

23 * Sec. 2. This A ct takes effect i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 01.-

24 10.070(c).

i
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BILL SHEFFIELD, GOVERNOR

D E P A R T M E N T  Ofr I t E V E N l E

TREASURY DIVISION

ELEVENTH FLOOR 
STATE OFFICE BUILDING  
POUCH SB
JUNEAU. ALASKA 99311 
PHONE:

Apr i l  15, 1985

The Honorable A r l i s s  Sturgulewski 
Chairman
Resources Committee 
Alaska Senate 
Pouch V
Juneau, AK 99811
Dear Senator Sturgulewski :

This l e t t e r  is in response to the requests contained in your A p r i l  1 
l e t t e r  on s ta te  loans that may be used in f inancing the DeLong Mountain 
Transpor ta t ion p ro j e c t .  The responses are in as much d e t a i l  as is a v a i la b le  i 
at th is  time.
1. I t  has been suggested that $142 m i l l i o n  in s ta te  loans held by the

Department o f  Revenue be t r an s f e r r ed  to AIDA bonds. I  would l i k e  to know 
the make up o f  those loans .  What is the amount o f  each category (such as 
veterans,  commercial f i s h in g ,  smal l business,  tourism, f i s h e r i e s  enhance­
ment, ch i ld  care and h i s t o r i c a l  d i s t r i c t s ) ,  the i n t e r e s t  ra tes  by category 
and the matur ity dates? What is  the amount o f  money by category that 
re turn? to a revo lv ing  loan fund pool and what amount re turns to the 
genera l fund? I f  any revo lv ing  loan funds are t r a n s f e r r e d  to AIDA, how 
does that a f f e c t  the fu tu re  a b i l i t y  o f  those revo lv ing  funds to meet the 
pub lic demand f o r  loans?
The fo l l ow ing  amounts o f  loans are he ld in the general  fund and serv iced 
by the Department o f  Commerce and Economic Development as o f  February 28, 
1985:

Amount
Average 
I n t e r e s t .  . 

Rate -
Average

Type ($ 000) Matur i t1
Veterans 82 ,2 91 .4 6 .921 2003
Smal l Business 18 ,573 .5 8 .49 1993
Commercial Fish 29 ,809 .3 7 .81 1991
Tourism 2 ,575 .2 8.07 1996
Chi ld Care 18 .0 5.83 1989
H i s t o r i c a l  D i s t r i c t 123 .7 6 .67 1993
F ishe r ie s  Enhancement 6 .804 .2 7 .96 N/A

Tota l 140 ,195 .3 7 .39
1/ Net o f  .51  se rv ice fee on loans se rv iced by Commerce and an estimated

.1251 Commerce serv ice fee on loans serv iced by banks. The bank serv ices 
fees are a lso  netted out.

■ ii
04.D12LH



Hon. A r l i s s  S t u r g u l e w s k i

A p r i l  15, 1985

P a g e  2

These loans would be t r an s f e r r ed  to AIDA with the exception o f  an 
estimated $19 ,873 ,000 o f  commercial f i s h  loans which are secured by 
permits . Only the s ta te  i s  author ized to ho ld permits as c o l l a t e r a l .
To make up f o r  th is  de f i c iency ,  AIDA would take up to $19 ,873 ,000 in loans 
he ld by the Department o f  Commerce and Economic Development. Commerce had 
$48 ,402 ,500  o f  commercial f i s h  loans as o f  January 31, 1985 o f  which an 
estimated $16 ,118 ,000 were not backed by permits and would be taken by 
AIDA.
A l l  o f  the payments on the genera l fund loans ,  both p r in c ip a l  and 
i n t e r e s t ,  re tu rn  to the genera l fund. T rans fe r  o f  these loans to AIDA 
w i l l  reduce the amount o f  genera l funds a v a i la b l e  f o r  appropr ia t ion in 
FY 86 and fu tu re  years .  I t  w i l l  not a f f e c t  the a b i l i t y  o f  the revo lv ing 
loan funds to meet loan demand.
Evan with AIDA taking some Commerce loans ,  the Department's a b i l i t y  to 
meet loan demand should not be impaired. The estimated $16 ,118 ,000 in 
Commerce's commercial f i s h  loans taken by AIDA would be rep laced with a 
rough ly equiva lent amount, the $19 ,873 ,000 in estimated general  fund 
commercial f i s h  loans secured by permits , by t r a n s f e r r i n g  these loans from 
the general  fund to Commerce.

2. What is the expected cash f low (p r i n c ip a l  and in t e r e s t )  by year from 
Ju ly  1, 1985 that  would re tu rn  to the s ta te  over the term o f  the loans i f  
they remained in the Department o f  Revenue?
See attached tab le  f o r  scheduled cash f low . Actua l cash f low may be 
acce le ra ted  due to loan prepayments, r e su l t i n g  in a reduction o f  t o t a l  
i n t e r e s t  from that scheduled.

3. What i s  the expected f i n a n c i a l  s h o r t f a l l  in s ta te  revenue in FY 86 as a 
r e s u l t  o f  t r a n s f e r r i n g  these loans to AIDA? Has any adjustment been made 
to the Admin is t ra t ion 's  budget f o r  FY 86 to r e f l e c t  th is  income reduction?
In our e f f o r t  to minimize the impact on the FY 86 genera l fund revenues, 
the admin is t ra t ion  be l ieves  that  no n':c adjustment w i l l  be required to the 
FY 86 budget by the approp r ia t ion  o f  the loans to AIDA. The admin is t ra t ion 
proposes to u t i l i z e  the $17 .8  m i l l i o n  cash f low  from loans held by the 
Department o f  Revenue as a subs t i tu te  f o r  the appropr ia t ion o f  $18 m i l l i o n  
in genera l funds now contained in the Governor's loan budget f o r  th is  
p r o je c t .  This w i l l  o f f s e t  the reduction in genera l funds ava i l a b le  f o r  
app rop r ia t ion  a r i s ing  from the appropr ia t ion o f  the loans .  This reduction 
would be $17 .8  m i l l i o n  f o r  FY 86 based on the scheduled payments shown in 
the attached t ab le .  This would be composed o f  approximately $10 m i l l i o n  
in i n t e r e s t  and $7 .8 m i l l i o n  in p r in c ip a l  repayments.



Hon. A r l i s s  S t u r g u l e w s k i

A p r i l  15, 198 5
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The admin is t ra t ion would propose that the cash needed to support the 
p ro je c t  could be obtained in pa r t  by giv ing AIDA the au tho r i ty  to use $1? 
m i l l i o n  a l ready appropr ia ted to that agency. This would be combined with 
approximate ly $3 m i l l i o n  o f  fc.ids a v a i l a b l e  from l a s t  yea r ' s  approp r ia t ion  
f o r  th i s  p ro j e c t .
I t  should be noted that the amount o f  cash f low from these loans included 
in the Executive Budget 1986 as amounts a v a i l a b l e  f o r  approp r ia t ion  is 
$31 .3  m i l l i o n ,  composed o f  $13 .3  m i l l i o n  i n t e r e s t  and $18 m i l l i o n  
p r i n c ip a l  repayments. The budget estimate is higher than the scheduled 
payments f o r  two reasons . One is that  prepayments on loans r e s u l t  in 
g rea te r  amounts o f  p r i n c ip a l  rece ip ts  than scheduled. The other is that  
th i s  response to your questions has been done in much g rea te r  d e t a i l  than 
the budget es timates .
A f i s c a l  note f o r  $17 .8  m i l l i o n ,  r e f l e c t i n g  the scheduled reduction in 
FY 86 revenue, w i l l  be submitted f o r  the approp r ia t ion  o f  the $142 m i l l i o n  
in lo ans .  The d i f f e re nce  K3tween the scheduled payments and the budget 
es timate ,  $13 .5  m i l l i o n ,  w i l l  be a downward adjustment to the next revenue 
estimates which w i l l  be made in June. This adjustment has not been 
incorporated in the Admin is t ra t ion 's  FY 86 budget. The Administrat ion 
does not be l ieve th is  adjustment m a t e r i a l l y  a f f e c t s  the March revenue 
f o r e c a s t .

4. What i s  the t o t a l  amount o f  i n t e r e s t  that is  expected to be returned to
the s ta te  from the $142 m i l l i o n  over the l i f e  o f  the loans ca lcu la ted  as
o f  Ju ly  1, 1985?
Approximately $71 .6 m i l l i o n  in in t e r e s t  would be received by the s ta te  
from Ju ly  1, 1985 through 2011 from the loans .  The loan balances are 
estimated to t o t a l  $135.9 m i l l i o n  on Ju ly  1, 1985. The amount received by 
the genera l fund would be somewhat reduced by se rv ice fees re ta ined by 
Commerce.

5. What is the t o t a l  amount o f  i n t e r e s t  tha t  the s ta te  would expect from the
$142 m i l l i o n  in loans plus the $18 m i l l i o n  in genera l fund expenditure i f
t h i s  $160 m i l l i o n  were not t r an s fe r r ed  to AIDA?
Over the per iod o f  years to 2C15, assuming compounding and an average ra te  
o f  i n t e r e s t  o f  107., t o t a l  i n t e r e s t  would come to $1 ,984 .3  m i l l i o n .  The 
present value o f  th is  i n t e r e s t  would be $113 .7 m i l l i o n  at a 101 discount 
r a t e .
Im p l i c i t  in the question is an assumption that the cash f low from the 
loans and the $18 m i l l i o n  w i l l  not be spent i f  i t  is not appropr ia ted to 
AIDA. I f  i t  i s  spent, the s ta te  would o f  course rece ive no in t e r e s t  on 
the $18 m i l l i o n  and only the $71 .6 m i l l i o n  on the loans .
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6. W i l l  the t r a n s f e r  o f  the $142 m i l l i o n  in loans to AIDA r e s u l t  in increased 
requests th i s  year or  in fu tu re  years f o r  the var ious s ta te  loan programs 
since the p r in c ip a l  and i n t e r e s t  w i l l  not f low  b*ck to the genera l fund or 
a revo lv ing  fund as expected?
T rans fe r  o f  the $142 m i l l i o n  w i l l  not g ene ra l ly  a f f e c t  revo lv ing  fund cash 
f low  and w i l l  not requ i re  increased requests f o r  Commerce loan programs in 
the fu tu re .  See question #1.

KAN/gb
85-57
Enclosure
cc: Hon. Loren Lounsbury, Commissioner DCED

Bert  Wagnon, Executive D i r e c t o r ,  AIDA



General Fund Loans to be Appropriated to AIDA 
Estimated Cash Flow (P r i n c ip a l  and I n t e r e s t )

($ 0 0 0 )
F is c a l Small Commercial Chi ld H i s t o r i c a l F ishe r ie s
Year Veterans Business Fish Tourism Care D i s t r i c t Enhancement To ta l
1986 9,247 2,855 6,105 308 5 22 N/A 18,542
1987 9 , 0 "  ' 2,783 5,786 308 4 22 17,937
1988 8  • f 2,613 5 ,409 308 3 22 17 ,139
1989 8  , u J  4 2,404 4,243 308 2 18 15 ,529
1990 8 ,379 2,279 3 ,870 282 1 14 14,825
1991 8 .343 2,134 3,233 243 14 13,967
1992 6 ,042 1,946 2,037 229 14 12,268
1993 7 ,409 1,551 837 221 14 10,032
1994 6 ,955 907 214 212 7 8,295
1995 6 ,851 344 34 208 7,437
1996 6 ,814 59 201 7,074
1997 6 ,532 186 f .718
1998 6 ,174 85 u . *
1999 6 ,038 6 , 0  j .
2000 5 ,998 5,998
2001 5,899 5,899
2002 5 ,096 5,096
2003 4,254 4,254
2004 4,035 4,035
2005 3,925 3,925
2006 3,865 3,865
2007 3 ,182 3,182
2008 1 ,709 1,709
2009 521 521
2010 98 98
2011 20 20

Tota l 145 ,758 197075 31,*768 27*099 15 7 4 7 6,804 207,466
(p r in c ip a l

on ly )
1. This tab le  rep resents  the cash f low  to the Department o f  Commerce and Economic Development. Cash f low to

the general  fund would be fu r t h e r  reduced by .5% se rv ice fee on loans se rv iced by Commerce and .125% 
se rv ice  fee to Commerce on loans serv iced by banks.

2. Cash f low has not been ad justed f o r  del inquency or d e f a u l t .  Except f o r  commercial f i s h  non-permit loans ,
the s ta te  expects complete recovery on d e f a u l t s .  Thus, delinquency and de fau l t  merely produce lags in
re ce ip t s .



BILL SHEFFIELD, GOVERNOR

D E P A R T M E N T  O F  C O M M E R C E  & 
E C O N O M IC  D E V E L O P M E N T

POUCHD
JUNEAU, ALASKA 99811 
PHONE: 465-2500

OFFICE OF THE COMMISSIONER

April 3, 1985

The Honorable Arliss Sturgulewski 
Chairman
Senate Committee on Resources 
Pouch V
Juneau, Alaska 99811 

Dear Senator Sturgulewski:

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

1. Will the transfer of the $142 million in loans to AIDA affect the 
personnel requirements of your loan servicing division? In other 
words, would you anticipate a reduction in staffing?

There are several factors that are pertinent, assuming the appropria­
tion to AIDA does take place and is effective July 1, 1985.

(a) AIDA will not service the transferred loans.

(b) The Division of Accounting and Collections would continue to 
service the loans after July 1 under contract with AIDA until 
such time as AIDA and/or the division decide that transfer of 
servicing to a private bank is appropriate.

(c) The earliest such a servicing transfer could occur is mid-year 
FY '85 due to the complexity of the transfer, keeping in mind 
the transfer may not occur at all if AIDA and the division feel 
it is not appropriate.

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

staff (due to budget cuts and the transfer) would be about 35% - 
proportionate to the number, of loans transferred. Such staff 
reductions would not free up excess general funds because the

Re: $142 Million AIDA Transfer
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transferred loans would be those that currently generate 100% of 
our "other funds" (service fees) in the divisions' operating 
budgets (Division of Acccounting and Collections and the 
Division of Investments). Therefore, while the appropriation of 
these loans could result in a reduction in staff, it would not 
be in "General Fund" funded staff, and the staff reduction would 
come only after the transfer of servicing, not on the effective 
date of the appropriation.

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

No, both organizations expect repayment on a timely basis.

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

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

•’ht decline in the quality and timeliness of service as the 
d‘. sion copes with the changes.

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

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

(b) Service quality and timeliness may vary.

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

4. How would the loss of future income from these loans (both principal 

and interest) affect the ability of yo- •’ loan divisions to provide 
for the public demand for loans in the .rious categories? Would you 
anticipate increased funding requests the Legislature to meet the 

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

The cash flow from these loans is remitted to the General Fund 
(through Division of Treasury) on a monthly basis, net of service 
fees, late fees, NSF fees and application/assumption fees which are 
retained by the fund. In the case of veterans and commercial fish, 
these fees then are appropriated by the Legislature to fund operating 
efforts in the Division of Accounting and Collections and the Divi­
sion of Investments.

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

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

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

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

Please let me know if you have further questions.

LHL/mstl748m
040385c

cc: Mary Nordale, Commissioner, Department of Revenue
Bert Wagnon, Executive Director, AIDA



i Jo sD  u n i o e  jo o x  i u y ^ /  A n c n o r a g e ,  A i a s x a  y y o i u /  ( . y u r ;  ^ y o -o o o jl

S e c t i o n  1.  ( 1 )  ( c )  C o m i n c o ,  L t d .  w i l l  r e p a y  a l l  e x p e n d i t u r e s  ( m a r k e t  r a t e  
i n t e r e s t  a n d  p r i n c i p a l ) ,  bv  t h e  S t a t e  fo r  t h e  p r o j e c t  t h r o u g h  t o l l  f e e s  p a i d  
b e g i n n i n g  t h e  y e a r  o f  p r o j e c t  c o m p l e t i o n  fo r  th e  u s e  o f  f a c i l i t i e s  
c o n s t r u c t e d  as  p a r t  o f  th e  p r o j e c t ;  ( a n d  o t h e r  p a y m e n t s ; )

S e c t i o n  1. ( 2 )  T h e  U n i t e d  S t a t e s  C o n g r e s s  a p p r o v e s  t h e  C a p e  K r u s e n s t e r n  
N a t i o n a l  M o n u m e n t  l a n d  e x c h a n g e  b e t w e e n  N A N A  R e g i o n a l  C o r p o r a t i o n  a n d  
th e  U n i t e d  S t a t e s  D e p t ,  o f  I n t e r i o r  or  a r i g h t  o f  w a v  a s  a u t h o r i z e d  bv  T i t l e  
11 o f  A N I L C A :

S e c t i o n  1. ( 3 )  N A N A  R e g i o n a l  C o r p o r a t i o n  a g r e e s  i n  w r i t i n g  to  c o n v e y  to  
th e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y ,  (a t  n o  m o r e  t h a n  f a i r  m a r k e t  
v a l u e . )  at n o  c o s t ,  l a n d  n e e d e d  f o r  th e  p o r t  a n d  r o a d  c o n s t r u c t e d  as  p a r t  o f  
th e  D e L o n g  M o u n t a i n  t r a n s p o r t a t i o n  p r o j e c t  a n d  l a n d  n e e d e d  fo r  f u t u r e  
e x p a n s i o n  o f  t h e  r o a d  a n d  p o r t ;

S e c t i o n  1. ( 5 )  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  o b t a i n s  a r u l i n g  
f r o m  t h e  I n t e r n a l  R e v e n u e  S e r v i c e  t h a t  a H  b o n d s  or  n o t e s  i s s u e d  u n d e r  t h i s  
s e c t i o n  w i l l  q u a l i f y  f o r  tax  e x e m p t  s t a t u s ;  ( a n d ; )

S e c t i o n  1. ( 6 )  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  e s t a b l i s h e s  a 
t o l l  s c h e d u l e  f o r  u s e  o f  f a c i l i t i e s  c o n s t r u c t e d  a s  p a r t  o f  t h e  D e L o n g  
M o u n t a i n  t r a n s p o r t a t i o n  p r o j e c t  t h a t  m i n i m i z e s  th e  c o s t  to  th e  S t a t e  o f  
( e n s u r e s  t h e  g r e a t e s t  r e t u r n  o n  t h e  s t a t e ' s  i n v e s t m e n t  i n )  t h e  p r o j e c t  a n d  
g u a r a n t e e s  e q u i t a b l e  a c c e s s  to  t h e  f a c i l i t i e s  b y  a l l  u s e r s ;  th e  t o l l  
s c h e d u l e  m a y  b e  p e r i o d i c a l l y  a d j u s t e d .

S e c t i o n  1. ( 7 )  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  e n s u r e s  th at  
C o m i n c o  a n d  a n y  o t h e r  f u t u r e  u s e r s  w i l l  p a y  a l l  o p e r a t i o n  a n d  m a i n t e n a n c e  
o f  f a c i l i t i e s  c o n s t r u c t e d  a s  p a r t  o f  the  p r o j e c t ,  o n  a p ro  r a t a  b a s i s :

S e c t i o n  1. ( 8 )  th e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  a g r e e s  to  l i m i t  
th e  p r e s e n t  v a l u e  o f  t h e  d i r e c t  s u b s i d y  t o  th e  p r o j e c t  to  $ 1 8  m i l l i o n :

S e c t i o n  1. ( 9 )  th e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  a g r e e s  to  tu r n  
o v e r  a n y  f u n d s  n o t  n e c e s s a r y  f o r  b o n d  s e c u r i t y  or  c o n s t r u c t i o n  o f  the 
a u t h o r i z e d  p r o j e c t  to  t h e  g e n e r a l  f u n d  a s  t h e y  b e c o m e  a v a i l a b l e :

S e c t i o n  (2) .  I f  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  d o c s  n o t  
i s s u e  b o n d s  for  t h e  p r o j e c t  b v  M a r c h  1 5 t h .  1 9 6 6 ,  t h i s  b o n d  a u t h o r i z a t i o n
laiiSfis.

P r o p o s e d  A m e n d m e n t s  to  S B  2 8 0



BACKGROUND

To h e l p  u n d e r s t a n d  the A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y ' s  

(AIDA) p o t e n t i a l  role in the D e L o n g  M o u n t a i n s  t r a n s p o r t a t i o n  p r o j e c t ,  

s o m e  h i s t o r y  is u s e f u l .  P r ior to 1984, A I D A  c o u l d  n o t  h a v e  

p a r t i c i p a t e d  in p r o j e c t s  such as that c o n t e m p l a t e d  for the D e L o n g  

M o u n t a i n s ,  in that S t a t e  law did not p e r m i t  AI D A  to o w n  p r o j e c t s ,  

e x c e p t  in c a ses of d e f a u l t .  R a t h e r ,  what A I D A  c o u l d  do  t h en, and 

s t i l l  d o e s  now, is to i s s u e  tax e x e m p t  i n d u s t r i a l  d e v e l o p m e n t  b o n d s  to 

a s s i s t  p r i v a t e  i n v e s t o r s  in the f i n a n c i n g  of a v a r i e t y  of p r o j e c t s .  

A I D A  has b e e n  v e r y  s u c c e s s f u l  in this role, ha v i n g  i s s u e d  ov e r  $700 

m i l l i o n  w o r t h  of tax e x e m p t  r e v e n u e  o o n d s  d u r i n g  the p a s t  f e w  years. 

H o w e v e r ,  d e s p i t e  this s u c c e s s  A I D A  s t i l l  c o u l d  only p l a y  a p a s s i v e  

role, in that A I D A  c o u l d  n e i t h e r  i n i t i a t e  or own projects.

D u r i n g  the 1984 • l e g i s  ati 'e s e s s i o n ,  both the G o v e r n o r  and the 

L e g i s l a t u r e  d e c i d e d  th a t  a m o r e  a c t i v e  S t a t e  p a r t i c i p a n t  w a s  n e e d e d  

for c e r t a i n  e c o n o m i c  d e v e l o p m e n t  p r o j e c t s .  Ma n y  p r o p o s e d  d e v e l o p m e n t s  

a r e  l i k e l y  to b e  of a j o i n t  p u b l i c - p r i v a t e  nature, b e c a u s e  of r e s o u r c e  

o w n e r s h i p ,  a c c ess, and so forth, h e n c e  an a c t i v e  state r e p r e s e n t a t i v e  

is need e d .  T h i s  is e s p e c i a l l y  true if it a p p e a r s  that the S t a t e  w i l l  

b e c o m e  i n v o l v e d  f i n a n c i a l l y .  For i n s t a n c e ,  in ma n y  s i t u a t i o n s ,  n e w  

i n f r a s t r u c t u r e  f a c i l i t i e s  have to b e  ^.onstruc'v.ed b e f o r e  d e v e l o p m e n t  

can pr o c e e d .  A l t h o u g h  t h e s e  f a c i l i t i e s  are., by a n d  l a r g e ,  the 

r e s p o n s i b i l i t y  of d e v e l o p e r s  as a gr o u p ,  they a r e  tiot n e c e s s a r i l y  the 

r e s p o n s i b i l i t y  of a n y  s i n g l e  d e v e l o p e r .  And, if she coo', o f  p r o v i d i n g  

the r e q u i r e d  i n f r a s t r u c t u r e  f a c i l i t i e s  has to be b o r n e  b y  one 

d e v e l o p e r ,  it m a y  b e  t h a t  t h e s e  costs, in a d d i t i o n  to the d e v e l o p e r ' s  

o t h e r  costs, are s i m p l y  too m u c h  for the p r o p o s e d  p r o j e c t  to bear, so 

the d e v e l o p m e n t  d o e s  not p r o c e e d .  In s u c h  cases, it m a y  be 

a p p r o p r i a t e  for a g o v e r n m e n t a l  e n t i t y  to c o n s t r u c t  the n e c e s s a r y  

i n f r a s t r u c t u r e  f a c i l i t i e s ,  and then c h a r g e  fees to all u s e r s  to pay 

for the f a c i l i t i e s .  F u r t h e r m o r e ,  if the S t a t e  d e c ides to p a r t i c i p a t e  

f i n a n c i a l l y  in p r o v i d i n g  t h e s e  i n f r a s t r u c t u r e  f a c i l i t i e s ,  it is m u c h  

e a s i e r  to do so via a g o v e r n m e n t a l  e n t i t y  as o p p o s e d  to d i r e c t l y  w i t h  

a p r i v a t e  dev e l o p e r .



Of course, S t ate g o v e r n m e n t  s h o u l d  not g e t  i n v o l v e d  in a d e v e l o p m e n t  

p r o j e c t  s i m p l y  b e c a u s e  it is d i f f i c u l t  for the d e v e l o p e r  to pay for 

s o m e  costs. R a t her, S t a t e  i n v o l v e m e n t  s h o u l d  be b a s e d  up o n  the

b e n e f i t s  of the p r o j e c t  to all A l a s k a n s .  In l i g h t  of the S t a t e ' s  

a l m o s t  s i n g u l a r  d e p e n d e n c e  upon the p e t r o l e u m  i n d u s t r y ,  d e v e l o p m e n t  of 

new, n o n - p e t r o l e u m  b a s e d  or d e p e n d e n t  i n d u s t r i e s  is of c r i t i c a l  

i m p o r t a n c e .  F u r t h e r ,  w h e n  e v a l u a t i n g  a p r o p o s e d  n e w  d e v e l o p m e n t ,  it 

is i m p o r t a n t  to k e e p  in m i n d  the total i m p a c t  of th a t  p r o j e c t  or

d e v e l o p m e n t .  G e n e r a l l y  the p r o j e c t  is b e i n g  e v a l u a t e d  d u r i n g  its

s t a r t - u p  phase, w h e r e  c o s t s  are s i g n i f i c a n t  a n d  r e v e n u e s  are, a t  best, 

just starting. S i n c e  t h e  S t a t e  is c o n c e r n e d  w i t h  the f u t u r e  e c o n o m i c  

s i t u a t i o n ,  as we l l  as the p r e s e n t ,  the b e n e f i t s  to t h e  S t a t e  ov e r  the 

l o n g  term m u s t  )e g i v e n  a d e q u a t e  w e i g h t ,  r a t h e r  th a n  f o c u s i n g  s t r i c t l y  

on s h o r t  te r m  return.

II. W H Y  IS A I D A  I N V O L V E D

T h e  q u e s t i o n  r e mains, w h y  did the G o v e r n o r  a n d  the L e g i s l a t u r e  d e c i d e  

A I D A  sh o u l d  have t h e  a b i l i t y  to a c t i v e l y  b e c o m e  i n v o l v e d  in

i n f r a s t r u c t u r e  p r o j e c t s  s u c h  as d i s c u s s e d  ab o v e .  A l t h o u g h  t h e r e  m a y  

b e  o t h e r  reasons, a t  l e a s t  some of the m a j o r  f a c t o r s  were:

(1) A I D A  is a k n o w n ,  e x i s t i n g  e n t i t y  t h a t  has an i n d e p e n d e n t  l e gal 

e x i s t e n c e  f r o m  the State, but is s t i l l  c o n t r o l l e d  b y  the State.

(2) A I D A  can (and does) issue debt th a t  is s e p a r a t e  a n d  d i s t i n c t  

f r o m  the State.

!3) A I D A  has e x p e r i e n c e  wi t h  c o m p l e x  p r o j e c t s .

(4) A I D A  has e x t e n s i v e  e x p e r i e n c e  w i c n  f i n a n c i n g  a n d  b o n d i n g ,  

p a r t i c u l a r l y  tax e x e m p t  bon d i n g .
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As a result, in 1984 the Leg islature passed Chapter 162, which 

b r oade ne d AIDA's ability to partici pa te  in economic devel op m en t  

projects. As well as expanding AIDA's powers, Chapter 162 also 

e st a bl i s h e d  a new fund in AIDA, the Economic Development fund, that is 

le gally and fin an cially separate from the Authority's existing fund. 

It is through this new fund that AIDA can exercise its new po we rs  to:

(1) own and operate certain types of projects;

(2) charge user fees for these projects;

(3) issue debt for these projects; and

(4) accept state loans or grants for these projects 

A I D A  AND THE DELONG MOU NTAINS TR AN SPORTAT IO N PROJECT

Be cause of AIDA's newly acquired abilities, the decision was m ad e  to 

in volve the Aut ho r it y  in the DeLong Mountains transportation project. 

The transportation project itself consists of a port and a 55 mile 

road in the wester n DeLong Mountains area, near Kivalina. The cost of 

the port is es ti mated at $65 million, and t. • 'ost of the roa d is

e st im ated at $85 million, for a total estimate. •« ot of $150 mi ll i o n

for the project, with all figures in 1985 dc-’ f-s. Alt h ou g h this

region is a heavil y m i neral iz ed  area, only one mi:e site is p r e s e n t l y  

close to going into production. This is the Red Dog deposit, a zinc, 

lead and silver deposit being jointly developed by Cominco A l a s k a  and 

the NAN A Regiona l Corporation. Other major deposits are known, such 

as GCO Mineral's Lik deposit, but development of these are t h o ug h t to

be five years or more behind Red Dog.

What is being c o ns i de r ed  at this time is to have AI DA  c o n s t r u c t  the 

tr an sp ortation  project, and then charge fees (or tolls) to all users. 

At first, it is expected that Cominco Alas ka would be the only

s ignifi ca nt  user, but eventua ll y other users are expected.
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At unis tim*-', AIDA's co nt inued involvement and eventual completion of 

the project looks favorable, however, no final "go-no go" decision has 

yet been made. Prior to making a final decision, the Authority has to 

prepare a Financ e Plan, as prescribed by AS 44.88.173.

The Finance Plan has to identify the oper a ti on a l and capital costs of 

the project, and identify where all revenues will come from to pay 

these costs. The Finance Plan will offer a variety of financing

options, with at least one of the options being that approach which 

mi ni m iz e s any cost to the State. In p re p a r i n g  a Finance Plan, AIDA

has identified the following guidelines:

(1) attempt to m i n i m iz e  the total costs of the project;

(2) minimize any State General Funds required;

(3) make ma ximum use of tax-exempt financing;

(4) design a plan that has the opti m um  chance of completing the 

project as expe di t io us l y as possible; and

(5) never allow the State or AI DA  to be in the position of having 

a completed project  without a user, unless the State and AIDA 

are reimburs ed  for their investments.

IV. W H A T  HAS O C C U R R E D  TO DATE

Since AID A became involved with the t ra n sp o rt a ti on  pr oj ec t in the

summer of 1984, a number of activities have occurred.

(1) A R es o lu ti o n of Intent has been executed between the

Depa rt me nt  of Comm er ce and E cono mi c Dev el opment and Cominco 

Alaska (Appendix A).
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(2) An RFP for the Finance Plan (required by 44.88.173) has been 

prepared and distributed (Appendix B). A draft report is due 

this session of the Legislature. The statute requires that a 

Finance Plan be prepared and pr esented to the Legislature, the 

Governor and the State Bond Committee before issuing bonds or 

otherv/ise incurring debt for the project. It also mandates, 

among other things, that if a project requires financial 

assistance  from the State, the state financial as sistance must 

be available before bonds are issued for the project.

(3) An RFP for civil engineering services to verify cost figures 

for the road and port has been prepared and d i s t r b u t e d .

(4) The Authority has as sembled a team of legal and financial 

experts to assist with the project.

(5) Much attention has been focused on how to finance the 

project. For A I D A  to build the project, it will need to have 

$150 million to pay for construction. These funds can come 

from a variety of sources, with the most likely ones being tax 

exempt revenue bonds, state loans to A I D A ,  and p ossibl y state 

grants. A number of differing financial scenarios have been 

considered, all of which have indicated the need for some 

initial state financial involvement, for instance loans to 

AIDA.

(6) Last year the Legislature a p pr o pr ia te d $3.4 million to AIDA 

for the project. To date, it has been used for the following 

i t e m s :

(1) Finance Plan costs of between $250,000 - $300,000

(2) Engineering services of $50,000 - $100,000

(3) Miscellaneous AIDA expenses of ap proximately $10,000

5
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The remainder is available for variou s aspects of the DeLong

Mountains transportation pr oj ec t consistent with the 

ap pr o pr i at io n  and finance plan.

(7) An additional $18 million request for a state loan to AIDA has

been included in the Governor's FY86 Budget Request. As noted

above, all analysis to date indicates the need for state 

loans, and this would C onstitu te  the initial capitalization.

WH AT  IS PL AN NE D  FOR THE FUTURE

The goal of this project is to allow de vel o pm en t  and production of the 

mi neral resources of the western DeLong Mountains, along with the new 

emp loyment  and new economic activity that would result. Since this is 

a new (non-petroleum dependent) industry that will provide economic

benefits to Al askan citizens and State gover nm e nt  over a long period, 

AI DA  is eager to proceed with the project, assuming a suitable 

financial arr an gement can be achieved. Although, of course, no 

results from the Finance Plan RFP are available yet, both the 

De partment of Commerce and Economic Deve lo p me n t and AIDA have made 

some initial calculations with respect to financing and costs and 

revenues assoc i at e d with the tra nsportat io n project. At this stage, 

under a range of different a s su mp tions and alternatives, it is 

inev it ab ly the case that State finan cial assistance is r e q u i r e d , at 

least initially, if the transportation p r o j e c t  and mineral development 

are to occur in the near future. The de ta il s of how much assistance 

w ould be required, and under what terms, will be provided in the 

Financ e Plan. AIDA is continuing to meet with Cominco Alaska and NANA 

to devise an appr oach that minimizes any required financial assistance 

from the State, but still allows the project to proceed in an 

exp ed it ious manner.



In closing, one seeming in co nsistenc y needs to be discussed. The 

tr an sp or ta t io n  project is being ac c la i me d  as being part of a new 

s el f -s up p or t in g  economic development project that will bring jobs, tax 

revenues, and increased economic ac t iv it y  to Alaska, yet a major part 

of this, and other discussions on the project center on the need for 

State financial assistance. While it is true that the project 

d ef i ni t e l y  appears to neea State assistance, at least initially, to 

fairl y appra is e the true impact and value of the project, one must 

c onside r both the broaa geographic and duration of the project. This 

i n f r a s tr uc t ur e  project will facil itate development of not just Red 

Dog, but also other mineral re sources in the area. Further its 

b en e fi ts  are by no means short term, but rather should go on for 

decades. So although there appears to be an initial financial need, 

when viewed in this broader perspective, available information 

su g ge s ts  that the State may receive its initial investment back many 

times over. Indeed, the State's ul t im at e  decision regarding financial 

in volve me nt  should consider all of these broadly based factors, and 

then pr oceed only if, in this broad perspective, it is a "good deal" 

for the people of Alaska.
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s im i i f  m m

DEPARTMENT OF COMMERCE & 
ECONOMIC DEVELOPMENT.

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

RESOLUTION OF INTENT 

WHEREAS, the State of Alaska encourages the diversification of the 

A l a s k a  economic base through the development of mineral resources; and 

WHEREAS, the State of Alaska supports economic development in 

A l a s k a  and the expansion of regional job opportunities; and 

WHEREAS, the State of Alaska recognizes that the lack of 

t r a n s p ortation facilities in Northwest A laska poses an economic barrier 

t o  the attainment o f  economic development; and

WHEREAS, the Alaska Department of Commerce a nd Economic Development 

is the principal state department responsible for facilitating economic 

development in all regions of the state; and

WHEREAS, Cominco, Alaska, a division of Cominco, American is 

considering the development of the Red D og mineral deposit in the D eLong 

Mo untains area; and

WHEREAS, other mineral resources h a v e  bee n  identified in the area 

ne a r  the R e d  Dog mineril deposits; and

WHEREAS, the Alaska Department of Commerce and Economic 

Development, in a report entitled Red D o g  P r o ject A n a l y s i s , identified 

substantial regional benefits in the event that the DeLong Mountains 

transportation project is developed; and

WHEREAS, the p r ojected cost of the d e v e l opment of the Red Dog 

mineral site, excluding the cost of developing transportation 

facilities, is estimated to be $290 m i l l i o n  (in 1985 dollars); and

A P P E N D I X  A

EttI W EFH E ID , C C YBtN Q H

7TH FLOOR FRONTIER SLDG. 
3801C STREET, SUITE 722 
ANCHORAGE,ALASKA $SS03 
FHONE: 007) ES2-272S



e s t i m a t e d  t o  b e  $ 1 5 2  m i l l i o n  (in 1 9 8 5  d o l l a r s ) ; a n d

W H E R E A S ,  t he l a c k  o f  a v a i l a b l e  t r a n s p o r t a t i o n  f a c i l i t i e s  n e a r  t h e

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

D o g  m i n e r a l  d e p o s i t ;  a n d

W H E R E A S ,  i t  is  c o n t r a r y  t o  t h e  b e s t  i n t e r e s t s  o f  t h e  s t a t e  f o r

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

M o u n t a i n s  m i n e r a l  r e s o u r c e s  a n d ,  i n  p a r t i c u l a r ,  in t h e  d e v e l o p m e n t  o f

t h e  R e d  D o g  m i n e r a l  d e p o s i t ;  a n d

W H E R E A S ,  t h e  t r a n s p o r t a t i o n  f a c i l i t i e s  w h i c h ,  a m o n g  o t h e r  p u b l i c

p u r p o s e s ,  w o u l d  b e  u s e d  i n  c o n j u n c t i o n  w i t h  t h e  d e v e l o p m e n t  o f  t h e  R e d

D o g  m i n e r a l  d e p o s i t  a r e  c o l l e c t i v e l y  r e f e r r e d  t o  as  t h e  D e l o n g  M o u n t a i n s

t r a n s p o r t a t i o n  p r o j e c t ;  a n d

W H E R E A S ,  t he A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  ( A I D A ) , a

p u b l i c  c o r p o r a t i o n  o f  t h e  S t a t e  o f  A l a s k a  h a s  a u t h o r i t y  u n d e r  A l a s k a

S t a t u t e s  T i t l e  44, C h a p t e r  88, t o  p a r t i c i p a t e ,  e i t h e r  i n d e p e n d e n t l y  o r

i n  c o n j u n c t i o n  w i t h  a p r i v a t e  d e v e l o p e r ,  i n  t h e  f i n a n c i n g  a n d

d e v e l o p m e n t  o f  p u b l i c  t r a n s p o r t a t i o n  f a c i l i t i e s  s u c h  as  t h e  D e L o n g

M o u n t a i n s  t r a n s p o r t a t i o n  p r o j e c t ;

N O W  T H E R E F O R E  B E  I T  R E S O L V E D  t h a t  C o m i n c o ,  A l a s k a  a n d  t h e  A l a s k a

D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t ,  o n  b e h a l f  o f  t h e  S t a t e  

* •
o f  Ale.ska, a g r e e  t o  t h e  f o l l o w i n g  S T A T E M E N T S  O F  I N T E N T :

1. T h e  S t a t e  o f  A l a s k a  s u p p o r t s  o n g o i n g  e f f o r t s  b y  t h e  A l a s k a  

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

f i n a n c i n g  o f  t h e  D e L o n g  M o u n t a i n s  r e g i o n a l  t r a n s p o r t a t i o n  p r o j e c t .

WHEREAS, the projected cost of the transportation facilities is



2. T h e  p a r t i e s  r e c o g n i z e  a n d  s u p p o r t  A I D A ' s  i n t e n t  t o  p r o m p t l y  

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

c o n t r a c t  w i t h  a  f i r m  n a t i o n a l l y  r e c o g n i z e d  in  t h e  f i e l d  o f  f i n a n c i a l  

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

p u r s u a n t  t o  A S  4 4 . 8 8 . 1 7 3 .

3. I f  A I D A  p a r t i c i p a t e s  i n  t h e  f i n a n c i n g  o f  t h e  D e L o n g  M o u n t a i n  

t r a n s p o r t a t i o n  p r o j e c t ,  t h e  p a r t i e s  a g r e e  t h a t  A I D A  a n d  C o m i n c o ,  A l a s k a  

w i l l  e n t e r  i n t o  a n  a g r e e m e n t  w h i c h  w i l l  p r o v i d e ,  i n t e r  a l i a , f o r  t h e  

e s t a b l i s h m e n t  o f  e q u i t a b l e  u s e r  f e e s  p a y a b l e  t o  A I D A  i n  a n  a m o u n t  

s u f f i c i e n t  t o  e n a b l e  A I D A  t o  r e p a y  a m o u n t s  l o a n e d  b y  t h e  s t a t e  t o  A I D A ;  

a n d  f o r  t h e  r e f u n d i n g  o f  c e r t a i n  s t a t e  e x p e n d i t u r e s  i n  t h e  e v e n t  t h a t  

C o m i n c o ,  A l a s k a  d e c i d e s  n o t  t o  p r o c e e d  w i t h  t he d e v e l o p m e n t  o f  t h e  R e d  

B o g  m i n e r a l  d e p o s i t .

4. T h e  S t a t e  o f  A l a s k a  s t a g e s  i t s  i n t e n t  t o  s u b m i t  a p p r o p r i a t e  

f u n d i n g  r e q u e s t s  t o  t h e  A l a s k a  l e g i s l a t u r e  i n  s u p p o r t  o f  t h e  D e L o n g  

M o u n t a i n  t r a n s p o r t a t i o n  p r o j e c t .

5. T h e  S t a t e  o f  A l a s k a  a n d  C o m i n c o ,  A l a s k a  r e c o g n i z e  t h a t  t h i s  

R e s o l u t i o n  o f  I n t e n t  d o e s  n o t  l i m i t  o r  o t h e r w i s e  a f f e c t  A I D A ' s  B o a r d  o f  

D i r e c t o r s '  i n d e p e n d e n t  j u d g m e n t  w i t h  r e s p e c t  t o  A I D A ' s  p a r t i c i p a t i o n  i n  

t h e  D e L o n g  M o u n t a i n  t r a n s p o r t a t i o n  p r o j e c t ,  n o r  d o e s  t h i s  R e s o l u t i o n  o f  

I n t e n t  l i m i t  o r  o t h e r w i s e  a f f e c t  t h e  i n d e p e n d e n t  j u d g m e n t  o f  t h e  A l a s k a  

l e g i s l a t u r e  u p o n  i t s  c o n s i d e r a t i o n  o f  f u n d i n g  r e q u e s t s .

C o m i n c o ,  A l a s k a

R i c h a r d  A. L y o n ,  C o m m i s s i o n e r  

D e p a r t m e n t  o f  C o m m e r c e  a n d  

E c o n o m i c  D e v e l o p m e n t



APPENDIX 3

BEQUEST FOR PROPOSAL FOR FINANCE PLAN

T h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  is i n v i t i n g  p r o p o s a l s  to  a s s i s t  

i n  p r e p a r a t i o n  o f  a f i n a n c e  p l a n  for a  p r o p o s e d  t r a n s p o r t a t i o n  p r o j e c t  in 

t h e  D e L o n g  M o u n t a i n s  a r e a .

T h i s  R F P  d o e s  n o t  in a n y  w a y  o b l i g a t e  t h e  A u t h o r i t y  to r e i m b u r s e  r e c i p i e n t s  

o f  t h i s  R FP for a n y  c o s t s  i n c u r r e d  in t h e  p r e p a r a t i o n  o f  a p r o p o s a l .  T h e  

A u t h o r i t y  r e s e r v e s  the r i g h t  to r e j e c t  a l l  p r o p o s a l s .  T h e  A u t h o r i t y  m a y  

r e q u e s t  Borne or  all r e s p o n d e n t s  to c l a r i f y  o r  s u p p l e m e n t  t h e i r  p r o p o s a l s  

t h r o u g h  a d d i t i o n a l  w r i t t e n  s u b m i s s i o n .  A l l  r e s p o n d e n t s  w i l l  be n o t i f i e d  in 

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

1, I n t r o d u c t i o n  a n d  E x p l a n a t i o n  o f  P r o j e c t

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

T h e  A u t h o r i t y  w a s  c r e a t e d  b y  t h e  A l a s k a  L e g i s l a t u r e  in  1967. T h e  

p u r p o s e  o f  the A u t h o r i t y ,  as  s t a t e d  in t he Act, is to p r o m o t e ,  

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

th e  p e o p l e  o f  t h e  S t a t e  o f  A l a s k a ,  a n d  to r e l i e v e  p r o b l e m s  o f  

u n e m p l o y m e n t .  I n  1 9 82, t h e  A u t h o r i t y ' s  e n a b l i n g  l e g i s l a t i o n  w a s  

a m e n d e d  to a d d  to i t s  p u r p o s e  t h e  p r o m o t i o n ,  d e v e l o p m e n t  a n d  

m a i n t e n a n c e  o f  a n  a d e q u a t e  s u p p l y  o f  m u l t i - f a m i l y  h o u s i n g  p r o j e c t s .  

U n d e r  l e g i s l a t i o n  e n a c t e d  in  1 9 8 4 ,  t he A u t h o r i t y  m a y  a c q u i r e ,  m a n a g e  

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

n e c e s s a r y  o r  a p p r o p r i a t e  to  s e r v e  a p u b l i c  p u r p o s e .  U n d e r  t he n e w l y  

e n a c t e d  s t a t u t o r y  a u t h o r i t y ,  t h e  A u t h o r i t y  is p r e s e n t l y  r e v i e w i n g  

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

p r o j e c t  in  t he D e L o n g  M o u n t a i n s  a r e a .



b. The Proposed Transportation Project

T h e  p r o p o s e d  t r a n s p o r t a t i o n  p r o j e c t  ( s o m e t i m e s  a l s o  r e f e r r e d  to 

h e r e i n  as " t h e  p r o j e c t " )  c o n s i s t s  o f  t w o  c o m p o n e n t s ;  (1) a 55 m i l e  

s e g m e n t  of  r o a d ,  c o m m e n c i n g  n e a r  t h e  R e d  D o g  m i n e  sit e  a n d  g o i n g  to 

t i d e w a t e r ,  a n d  (2) a port, i n c l u d i n g  s h o r e  f a c i l i t i e s .  T h e  i n t e n t  

o f  the t r a n s p o r t a t i o n  p r o j e c t  is to p r o v i d e  the n e c e s s a r y  

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

the w e s t e r n  D e L o n g  M o u n t a i n s  a r e a ,  i n  n o r t h w e s t  A l a s k a .

T h e  e n t i r e  w e s t e r n  D e L o n g  M o u n t a i n s  is b e l i e v e d  to be  h e a v i l y  

m i n e r a l i z e d .  O n e  m i n e  s i t e  in p a r t i c u l a r  has b e e n  e x t e n s i v e l y  

e x p l o r e d ,  a n d  it is u n d e r s t o o d  t h a t  t h i s  p a r t i c u l a r  m i n e  w o u l d  be  

t h e  i n i t i a l  u s e r  o f  the p r o p o s e d  t r a n s p o r t a t i o n  p r o j e c t .  T h i s  m i n e  

w o u l d  b e  b a s e d  u p o n  the R e d  D o g  z i n c ,  l e a d ,  a n d  s i l v e r  d e p o s i t .  T h e  

R e d  D o g  d e p o s i t  is o ne of the r i c h e s t  in the w o r l d ,  h a v i n g  i n d i c a t e d  

r e s e r v e s  of  85  m i l l i o n  tons o f  o r e  w i t h  a n  a v e r a g e  g r a d e  of  1 7 . 1 %  

z i n c ,  5 . 0 %  lead, a n d  2 .4 o u n c e s  p e r  to n  s i l v e r .  T h e  m i n e  w o u l d  be 

d e v e l o p e d  as a j o i n t  p r o j e c t  i n v o l v i n g  C o m i n c o  A l a s k a  a n d  the N A N A  

R e g i o n a l  C o r p o r a t i o n .  T h e  m i n e  s i t e  i t s e l f  w o u l d  be d e v e l o p e d  by  

C o m i n c o  A l a s k a  w i t h o u t  a n y  s t a t e  i n v o l v e m e n t .

T h e  t r a n s p o r t a t i o n  p r o j e c t  w o u l d  b e  o w n e d  a n d  o p e r a t e d  b y  A I D A .  

U s e r s ,  s u c h  as  C o m i n c o  A l a s k a  w o u l d  b e  c h a r g e d  a fee for u s e  o f  thi s  

t r a n s p o r t a t i o n  s y s L c m .

C. T h e  F i n a n c e  P l a n

B e f o r e  A I D A  c a n  p r o c e e d  w i t h  a p r o j e c t  w h i c h  it i n t e n d s  to o w n  a n d  

o p e r a t e ,  it m u s t  f i r s t  p r e p a r e  a f i n a n c e  p l a n .  T h e  r e q u i r e m e n t s  o f  

t he f i n a n c e  p l a n  a r e  l i s t e d  in A S  4 4 . 8 8 . 1 7 3 ,  w h i c h  is r e p r o d u c e d  

b e l o w .  T h e  p u r p o s e  of thi s  R F P  is to f u l f i l l  the r e q u i r e m e n t s  o f  A S  

4 4 . 8 8 . 1 7 3 .
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S ec. 4 4 . 8 8 . 1 7 3 .  F i n a n c e  plan.

(a) B e f o r e  a p p r o v i n g  a p r o j e c t  f i n a n c e d  u n d e r  A S  4 4 . 3 3 . 1 7 2 ,  the 

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

m u s t  i n c l u d e  an e s t i m a t e  of the t o t a l  cost of  the proje c t ,  

a n d  a d e s c r i p t i o n  of t he s o u r c e s  o f  m o n e y  that w i l l  be u s e d

to f i n a n c e  the total c o s t  of  the p r o j e c t .  T h e  f i nance p lan

m u s t  a l s o  i n c l u d e  an e s t i m a t e  of the o p e r a t i o n a l  c o sts of 

the c o m p l e t e d  p r o j e c t ,  as w e l l  as a d e s c r i p t i o n  of the

s o u r c e  o f  the m o n e y  tha t  is to b e  u s e d  to pay the

o p e r a t i o n a l  c o s t s .

(b) T h e  a u t h o r i t y  s h all giv e  p r e f e r e n c e  to a p r o j e c t  that d oes 

n o t  r e q u i r e  f i n a n c i a l  a s s i s t a n c e  f r o m  the s t a t e .  If the 

a u t h o r i t y  d e t e r m i n e s  tha t  a p r o j e c t  r e q u i r e s  s t a t e  fi n a n c i a l  

a s s i s t a n c e ,  a n d  if the a u t h o r i t y  f u r t h e r  d e t e r m i n e s  that it 

is d e s i r a b l e  to f i n a n c e  t h e  p r o j e c t ,  the a u t h o r i t y  shall 

r e c o m m e n d  a m e t h o d  of f i n a n c i n g  t h a t  m i n i m i z e s  c o s t  to the 

s t a t e .  A  f i n a n c e  p l a n  r e q u i r e d  u n d e r  (a) of this s e c t i o n  

m u s t  i d e n t i f y  the m e t h o d  o f  f i n a n c i n g  that m i n i m i z e s  the 

c o s t  to the s t ate.

(.c) T h e  a u t h o r i t y  s h a l l  s u b m i t  a f i n a n c e  p l a n  p r e p a r e d  u n d e r  

t h i s  s e c t i o n  to t h e  s t a t e  b o n d  c o m m i t t e e ,  t he g o v e r n o r ,  a n d  

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

d e b t  f o r  t he p r o j e c t .  If a projec t r e q u i r e s  f i n a n c i a l  

a s s i s t a n c e  f r o m  t he s t ate, t he s t a t e  f i n a n c i a l  a s s i s t a n c e  

m u s t  b e  a v a i l a b l e  b e f o r e  b o n d s  a r e  i s s u e d  f or the p r o j e c t .  

(1 8 c h  162 S L A  1984)
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II. T e r m s  & C o n d i t i o n s  o f  P e r f o r m a n c e

A .  Y o u r  p r o p o s a l  s h o u l d  be  s u b m i t t e d  w i t h  the u n d e r s t a n d i n g  t h a t  it

m a y  f o r m  a m a t e r i a l  p a r t  of a n y  s u b s e q u e n t  c o n t r a c t .  Y o u r  p r o p o s a l

s h o u l d  be c o m p l e t e  as to all t e r m s  a n d  c o n d i t i o n s .  A f t e r  the 

c o n t r a c t o r  is s e l e c t e d  t he A u t h o r i t y  m a y  n e g o t i a t e  a c o n t r a c t  w i t h  

c o n d i t i o n s  c o n s i d e r e d  in the b e s t  i n t e r e s t  o f  the A u t h o r i t y .  A l l  

t e r m s  a n d  c o n d i t i o n s  m u s t  r e m a i n  a f i r m  o f f e r  for a p e r i o d  o f  n o t  

l e s s  t h a n  60 d a y s .

T h e  p r o p o s a l  is d u e  by  F e b r u a r y  15, 1 9 8 5  (see S u b m i s s i o n  of

P r o p o s a l  s e c t i o n  for d e t a i l s ) .  T h e  A u t h o r i t y  e x p e c t s  to s e l e c t  a 

s u c c e s s f u l  c o n t r a c t o r  b y  F e b r u a r y  2 2 ,  1985. A  c o m p l e t e  f i r s t  d r a f t  

t h a t  is a v a i l a b l e  a n d  s u i t a b l e  f or p u b l i c  d i s t r i b u t i o n  a n d  c o m m e n t  

m u s t  b e  c o m p l e t e d  b y  A p r i l  15, 1985.

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

by t he C o m m i s s i o n e r  of  t he D e p a r t m e n t  of A d m i n i s t r a t i o n  p u r s u a n t  to 

A l a s k a  S t a t u t e s  3 6 . 9 8 . 0 4 0  (c).

B. P r e p a r a t i o n  of t h e  f i n a n c e  p l a n  r e q u i r e s  th e  u s e  of c e r t a i n  c o s t  

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

a v a i l a b l e  f r o m  C o m i n c o  A l a s k a  v i a  the A u t h o r i t y .  S o m e  o f  t h e s e  

e s t i m a t e s  w i l l  h a v e  b e e n  v e r i f i e d  b y  t he S t a t e  D e p a r t m e n t  o f  

T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s ,  a n d / o r  b y  a n  i n d e p e n d e n t  

c o n t r a c t o r .  It is n o t  t he i n t e n t i o n  of  the ..uthority t h a t  a 

c o n t r a c t o r  e m p l o y e d  as a r e s u l t  o f  thi s  R F P  p r e p a r e  t o t a l l y  

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

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

a n y  m o d i f i c a t i o n s  w h i c h  th e  c o n t r a c t o r  b e l i e v e s  a r e  a p p r o p r i a t e .
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I II. S c o p e  o f  S e r v i c e s

A. C o s t s  o f  the P r o j e c t

1. C a p i t a l  C o s t s :  T he c o n t r a c t o r  s h o u l d  p r o v i d e  an e s t i m a t e  of 

the c a p i t a l  c o s t s  of t he p r o j e c t ,  b r o k e n  d o w n  b y  m a j o r  

c o m p o n e n t .

2. O p e r a t i o n a l  & M a i n t e n a n c e  C o s t s :  T h e  c o n t r a c t o r  s h o u l d

p r o v i d e  a n  e s t i m a t e  of  the O p e r a t i o n a l  & M a i n t e n a n c e  c o s t s  of 

t he p r o j e c t ,  i n c l u d i n g  a n  e s t i m a t e  of  c o s t  s e n s i t i v i t y  to 

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

3. A l l  e s t i m a t e s  s h o u l d  b e  p r o v i d e d  in 1985 d o l l a r s ,  a nd

r e l e v a n t  c o s t  e s c a l a t o r s  s h o u l d  be  p r o v i d e d  so tha t  c o s t

f i g u r e s  c a n  a l s o  be e s t i m a t e d  in  f u t u r e  y e a r s  d o l l a r s .

B. R e v e n u e s  o f  t h e  P r o j e c t

1. T h e  r e v e n u e s  of the p r o j e c t  w i l l  be p r o v i d e d  by  fees c h a r g e d  

to u s e r s  o f  the p r o j e c t .  A l l  u s e r  f e e s  s h o u l d  be in d o l l a r s  

p er t o n  of  o re s h i p p e d  t h r o u g h  the p r o j e c t ,  u n l e s s  o t h e r w i s e  

s t a t e d .  S i n c e  no f i n a l  u s e r  fee s t r u c t u r e  h a s  b e e n  a d o p t e d  

b y  the A u t h o r i t y ,  a l t e r n a t i v e  p o s s i b i l i t i e s  n e e d  to b e  

e x a m i n e d .  T h e s e  a l t e r n a t i v e s  m u s t  c o n s i d e r ,  at a m i n i m u m ,  

the c a s e s  l i s t e d  b e l o w .

S o m e  o f  t h e  a l t e r n a t i v e s  w i l l  r e q u i r e  i n f o r m a t i o n  s p e c i f i c  to 

the p r o p o s e d  R e d  D o g  m i n e .  T h e  c o n t r a c t o r  s h o u l d  a s s u m e  t h a t  

C o m i n c o  A l a s k a  w i l l ,  t h r o u g h  the A u t h o r i t y ,  p r o v i d e  e s t i m a t e s  

of  th e  c a p i t a l  c o s t s  a n d  o p e r a t i o n a l  c o sts, i n c l u d i n g  

t r a n s p o r t a t i o n  cost s ,  of  the p r o p o s e d  m i n e ,  as w e l l  as 

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

t o n n a g e  t h a t  w o u l d  be  t r a n s p o r t e d  t h r o u g h  the p r o p o s e d  r o a d  

a n d  p o rt. A  c o n t r a c t o r  m a y  u s e  t h e s e  f i g u r e s ,  or p r o v i d e  

a l t e r n a t i v e  f i g u r e s .
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T h e  f i r s t  s e t  o f  a l t e r n a t i v e s  a s s u m e s  that the S t a t e  w i l l  

p r o v i d e  n o  f i n a n c i a l  a s s i s t a n c e  for the p r o j e c t .  S i n c e  

C o m i n c o  A l a s k a  w i l l  b e  the i n i t i a l  u s e r ,  b a s e l i n e  r e v e n u e  

p r o j e c t i o n s  s h o u l d  be b a s e d  o n  R e d  D o g  m i n e  o r e  s h i p m e n t s .  

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

f ees, b a s e d  upon: a r a n g e  o f  p r i c e  a s s u m p t i o n s  for zinc; a

r a n g e  o f  r a t e s  of  r e t u r n  on i n v e s t m e n t  to C o m i n c o  A l a s k a ;  a 

r a n g e  o f  c o s t  of  c a p i t a l  to A I D A ;  o t h e r  o p t i o n s  d e e m e d  

p e r t i n e n t  b y  t h e  c o n t r a c t o r .

T h e  s e c o n d  set o f  a s s u m p t i o n s  a s s u m e s  t h a t  the S t a t e  is 

w i l l i n g  to m a k e  a n  u n s p e c i f i e d  a m o u n t  of s u b s i d y  to the 

p r o j e c t ,  b o t h  to e n c o u r a g e  its e a r l y  c o m p l e t i o n  a n d  to 

a c c o u n t  for its r e g i o n a l  b e n e f i t s .  In t h i s  c a se, the 

c o n t r a c t o r  s h o u l d  s e l e c t  w h a t  it b e l i e v e s  to b e  the " m i n i m u m  

r a t e  o f  r e t u r n  o n  i n v e s t m e n t "  r e q u i r e d  to i n d u c e  a m i n i n g  

f i r m  s u c h  as C o m i n c o  A l a s k a  to m a k e  a m a j o r  m i n i n g  i n v e s t m e n t  

s u c h  as t he R ed D o g  m i n e .  M o r e  t h a n  o n e  v a l u e  m a y  be 

s e l e c t e d  for the " m i n i m u m  r a t e  o f  r e t u r n " ,  if the c o n t r a c t o r  

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

p i c t u r e .  G i v e n  thi s  " m i n i m u m  r a t e  o f  r e t u r n " ,  the c o n t r a c t o r  

is to e s t i m a t e  the a m o u n t  o f  s u b s i d y  (if any )  o n  the 

t r a n s p o r t a t i o n  p r o j e c t  n e e d e d  to c a u s e  the i n v e s t m e n t  to be 

m a d e .  T h i s  s h o u l d  b e  e s t i m a t e d  u n d e r  a r a n g e  o f  a l t e r n a t i v e s  

b a s e d  u p o n  d i f f e r i n g  a s s u m p t i o n s  for the: p r i c e  o f  zinc;

c o s t  of  c a p i t a l  f or A I D A ;  o t h e r  o p t i o n s  d e e m e d  p e r t i n e n t  by 

t he c o n t r a c t o r .  F o r  a ll o f  t h e  v a r i o u s  a l t e r n a t i v e s  

e s t i m a t e d  a b o v e ,  the c o n t r a c t o r  s h o u l d  i n d i c a t e  t he c a s h  flo w  

to the p r o j e c t  a n d  the i m p l i e d  u s e r  fee s t r u c t u r e  of  this 

c a s h  f l ow. F o r  a n y  g i v e n  l e v e l  o f  s u b s i d y ,  t he c o n t r a c t o r  

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

is a f f e c t e d  d e p e n d i n g  u p o n  w h e t h e r  t h i s  s u b s i d y  is u s e d  to 

o f f s e t  t h e  c o n s t r u c t i o n  c o s t  o f  the t r a n s p o r t a t i o n  p r o j e c t ,  

o r  is r e f l e c t e d  in d e f e r r e d  i m p o s i t i o n  of u s e r  fee s  o n  the 

p r o j e c t ,  o r  s o m e  c o m b i n a t i o n  t h e r e o f .
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4. A  p r o p o s a l  h a s  b e e n  m a d e  to c h a r g e  a c e r t a i n  u s e r  fee 

s c h e d u l e  to C o m i n c o  A l a s k a  f o r  its u s e  of the p r o p o s e d  

t r a n s p o r t a t i o n  p r o j e c t .  T h i s  p r o p o s a l  w i l l  be m a d e  a v a i l a b l e  

to the s u c c e s s f u l  c o n t r a c t o r .

U s i n g  the p r o p o s a l  a n d  u s i n g  t he a s s u m p t i o n s  of  the e a r l i e r  

a l t e r n a t i v e s  w i t h  r e s p e c t  to c o s t s  a n d  p r o d u c t i o n ,  the 

c o n t r a c t o r  is to e s t i m a t e :  t he i m p l i e d  rat e  of r e t u r n  to

C o m i n c o  A l a s k a  on its m i n e  i n v e s t m e n t ,  a nd the a m o u n t  o f  

s u b s i d y ,  if any, implied, in  t h e  p r o p o s a l .  T h e  c o n t r a c t o r  

s h o u l d  s t a t e  s p e c i f i c a l l y  w h a t  a s s u m p t i o n s  are b e i n g  u s e d  fo r  

k e y  v a r i a b l e s  (e.g. p r i c e  o f  z i n c )  in this a n a l y s i s ,  a n d  

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

c h a n g e s  i n  t h e s e  k e y  v a r i a b l e s .

5. T h e r e  ar e  p o t e n t i a l  u s e r s  o f  t h e  t r a n s p o r t a t i o n  p r o j e c t  o t h e r  

t h a n  C o m i n c o  A l a s k a  for t h e  R e d  D o g  m i n e .  T h e  c o n t r a c t o r  

s h o u l d  d e m o n s t r a t e  h o w  t h e  a b o v e  r e s u l t s  w o u l d  c h a n g e  if 

o t h e r  u s e r s  w e r e  to u t i l i z e  the t r a n s p o r t a t i o n  s y s t e m .  

E s t i m a t e s  of the p r o d u c t i o n  v o l u m e  a t t r i b u t a b l e  to o t h e r  

u s e r s  w i l l  be a v a i l a b l e  f r o m  A I D A ,  h o w e v e r  a n  i n d e p e n d e n t  

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

C. f i n a n c i n g  O p t i o n s

1. T h e  i n t Qn t  o f  the F i n a n c e  P l a n  is to d e v e l o p  a f i n a n c i a l  p l a n  

t h a t  w i l l  p r o v i d e  a d e q u a t e  r e s o u r c e s  to e n a b l e  a p r o j e c t  to 

b e  u n d e r t a k e n  a n d  c o m p l e t e d ,  w h i l e  at the s ame t i m e  

m i n i m i z i n g  the c o s t s  b o t h  to  t h e  S t a t e  an d  to the p r o p o s e d  

p r o j e c t .  A s  such, a n y  p r o p o s e d  p l a n  t h a t  wil l  n o t  

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

p r o p o s e d  p r o j e c t  is, b y  d e f i n i t i o n ,  n o t  a F i n a n c e  Plan.

2. T h e  c o n t r a c t o r  s h o u l d  e x a m i n e  t h e  q u e s t i o n  of d e b t  f i n a n c i n g  

for the p r o j e c t .  A t  a m i n i m u m ,  t he f o l l o w i n g  q u e s t i o n s  

s h o u l d  be a n s w e r e d :
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W h a t  f o r m s  o f  d e b t  f i n a n c i n g  a r e  a v a i l a b l e ,  a n d  u n d e r  w h a t  

c o n d i t i o n s ?

F r o m  a f i n a n c i a l  p e r s p e c t i v e ,  h o w  m u c h  o f  t he p r o p o s e d

p r o j e c t  c a n  b e  d e b t  f i n a n c e d ,  a n d  u n d e r  w h a t  c o n d i t i o n s ?

W h a t  t y p e s  of  s e c u r i t y  w i l l  be r e q u i r e d  for d e b t  f i n a n c i n g ,  

a n d  w h a t  a r e  the p o s s i b l e  i n t e r e s t  r a t e s  for v a r i o u s  t y p e s  of 

f i n a n c i n g ?

3. If S t a t e  f i n a n c i a l  a s s i s t a n c e  is r e q u i r e d ,  it c o u l d  c o m e  in a 

v a r i e t y  of f o r m s .  Th e  c o n t r a c t o r  s h o u l d  c o n s i d e r  d i f f e r e n t  

t y pes o f  S t a t e  a s s i s t a n c e ,  s u c h  as a c a s h  g r a n t ,  l o w  or 

d e f e r r e d  i n t e r e s t  l o ans, a p p r o p r i a t i o n  of c a p i t a l  r e s e r v e  

funds, a n d  so  forth. T h e  a t t r i b u t e s  o f  d i f f e r e n t  t y p e s  of 

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

a n d  d i s a d v a n t a g e s  to the Stat e ,  or  to the f i n a n c i a l

f e a s i b i l i t y  o f  t h e  p r o j e c t .

4. T h e  c o n t r a c t o r  s h o u l d  c o n s i d e r  t h e s e  v a r i o u s  f i n a n c i n g  

o p t i o n s  for b o t h  the c o n s t r u c t i o n  p h ase, a n d  the t e r m

f i n a n c i n g .  T h a t  is, o n e  type of  f i n a n c i n g  m a y  be m o r e  

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

m a y  be  b e t t e r  for t e r m  f i n a n c i n g .
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D. P r e s e n t a t i o n  of A l t e r n a t i v e  F i n a n c e  P l a n s

1. T h e  c o n t r a c t o r  is to p r o v i d e  a s e r i e s  of a l t e r n a t i v e  total

F i n a n c e  P l ans. T h e  t e r n  t o t a l  F i n a n c e  P l a n  r e f e r s  to

i n c l u d i n g  f i n a n c i n g  d u r i n g  c o n s t r u c t i o n  as w e l l  as t e r n  

f i n a n c i n g .  A t  a m i n i m u m ,  t h e  c o n t r a c t o r  m u s t  i n c l u d e  as

a l t e r n a t i v e s :  (1) T h e  F i n a n c e  P l a n  i n v o l v i n g  the m i n i m u m

c o s t  to the S t ate; (2) t he o p t i o n  p r o p o s e d  by C o m i n c o  A l a s k a ;  

a n d  (3) an  o p t i o n  t hat u t i l i z e s  the m a x i m u m  p o s s i b l e  tax 

e x e m p t  b o n d i n g .  O t h e r  o p t i o n s  h a v i n g  p a r t i c u l a r l y  f a v o r a b l e  

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

a l t e r n a t i v e  F i n a n c e  P l ans.

2. T h e  a d v a n t a g e s  an d  d i s a d v a n t a g e s  of e a c h  p l a n  s h o u l d  be

d i s c u s s e d .  At a m i n i m u m ,  e a c h  p l a n  s h o u l d  i n c l u d e  t h e  t o tal 

c o s t s  of the p r o j e c t ;  the c o s t s ,  if any, to the S t a t e ;  the 

e s t i m a t e d  rat e  of r e t u r n  to C o m i n c o  A l a s k a ;  the p r o p o s e d  c a s h  

f l o w  a n d  u s e r  fee s t r u c t u r e ;  a n d  e x p l i c i t  l i s t i n g  o f  k e y  

a s s u m p t i o n s .

3. T h e  m o d e l s  u s e d  to d e v e l o p  t h e s e  a l t e r n a t i v e s  m u s t  be 

a v a i l a b l e  at no  a d d i t i o n a l  c o s t s  to the A u t h o r i t y .  If 

r e q u e s t e d  by  the A u t h o r i t y ,  the c o n t r a c t o r  w i l l  m a k e  t h e s e  

a v a i l a b l e  in a c o m p u t e r  r e a d y  m a n n e r  t h a t  c a n  b e  l o a d e d  on 

the A u t h o r i t y ' s  e q u i p m e n t  ( s e e  A p p e n d i x  A).

E. P r e s e n t a t i o n  of  R e s u l t s

A n  i n t e g r a l  p a r t  o f  thi s  s t u d y  is s a t i s f a c t o r y  p r e s e n t a t i o n  o f  

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

r e p o r t s  as r e q u e s t e d  b y  t he A u t h o r i t y ,  an  i n i t i a l  c o m p l e t e d  d r a f t  

r e p o r t ,  a n d  a f i nal r e p o r t .  In a d d i t i o n ,  the c o n t r a c t o r  m u s t  be 

a v a i l a b l e  to m a k e  preseni-ations to t he G o v e r n o r ,  o t h e r  m e m b e r s  of  

t he a d m i n i s t r a t i o n  a n d  to v a r i o u s  l e g i s l a t i v e  c o m m i t t e e s  d u r i n g ,  

a n d  a f t e r ,  the c o u r s e  of  t he s t u d y .
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F. Fees

A  c o n t r a c t o r  s h o u l d  p r o v i d e  a f i x e d  p r i c e  b id for the e n t i r e  

c o n t r a c t .  A l s o ,  a n  h o u r l y  c h a r g e  s h o u l d  b e  p r o v i d e d  for a n y  w o r k

d o n e  at the r e q u e s t  of  t he A u t h o r i t y  a f t e r  the c o m p l e t i o n  o f  the

p r o j e c t  d e s c r i b e d  i n  t h i s  R . F . P .  T h e  A u t h o r i t y  h a s  b u d g e t e d  

a p p r o x i m a t e l y  $ 2 5 0 , 0 0 0  to $ 3 0 0 , 0 0 0  for this study.

IV. M e t h o d  of  E v a l u a t i o n

A n  e v a l u a t i o n  s y s t e m  w i l l  be  u t i l i z e d  to r e v i e w  the p r o p o s a l s .  T h e  

f a c t o r s  to be c o n s i d e r e d  w i l l  c o n s i s t  of:

(i) a w o r k  p l a n  w h i c h  a d d r e s s e s  the s c o p e  of s e r v i c e s  set

f o r t h  i n  S e c t i o n  I II of t h i s  R F P

(ii) p r o p o s e d  s t a f f ;

(iii) e x p e r i e n c e  o f  r e s p o n d e n t  in p e r f o r m i n g  an  a n a l y s i s  o f  the 

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

(iv) a v a i l a b i l i t y  o f  r e s p o n d e n t  to c o n f e r  w i t h  s t a f f  o f  the

A u t h o r i t y  a n d  to c o m p l e t e  the f e a s i b i l i t y  s t u d y  w i t h i n  t he 

c o n t e m p l a t e d  t i m e  fram e .

In a d d i t i o n ,  t he A u t h o r i t y  m a y  e l e c t  to c o n d u c t  ora l  i n t e r v i e w s  w i t h  

s o m e  or all o f  the r e s p o n d e n t s ,  and if o r a l  i n t e r v i e w s  a r e  c o n d u c t e d ,  

the i n t e r v i e w s  w i l l  b e  c o n s i d e r e d  in t he a w a r d  o f  the c o n t r a c t .
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V. S u b m i s s i o n  of P r o p o s a l s

P r o p o s a l s  m a y  be  s u b m i t t e d  by p r o v i d i n g  6 c o p i e s  of y o u r  p r o p o s a l  to:

B e r t r a m  L. W a g n o n ,  E x e c u t i v e  D i r e c t o r  

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

1577 " C "  S t r e e t ,  S u i t e  304 

A n c h o r a g e ,  A l a s k a  9 9 5 0 1

P r o p o s a l s  m u s t  be r e c e i v e d  at the o f f i c e s  o f  the A l a s k a  I n d u s t r i a l  

D e v e l o p m e n t  A u t h o r i t y ,  1 5 7 7  " C "  S t r e e t ,  S u i t e  304, A n c h o r a g e ,  A l a s k a ,  

9 9 5 0 1 ,  n o  l a t e r  t h a n  3 : 0 0  p.m. o n  F e b r u a r y  15, 1985. T he p r o p o s e r  is 

s o l e l y  r e s p o n s i b l e  for t h e  d e l i v e r y  of t h e i r  p r o p o s a l  a n d  p r o p o s a l s  

r e c e i v e d  a f t e r  th e  a b o v e  d a t e  a n d  t i m e  w i l l  b e  r e j e c t e d .

E a c h  p r o p o s a l  s h o u l d  b e  c l e a r l y  m a r k e d  " P r o p o s a l  to the A l a s k a  

I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y "  on its o u t s i d e  c o v e r .  A l l  

p r o p o s a l s  w i l l  r e m a i n  s e a l e d  a n d  u n o p e n e d  u n t i l  a f t e r  3 : 0 0  p.m. on  

F e b r u a r y  15, 1985.



APPENDIX A

T E C H N I C A L  S P E C I F I C A T I O N S

C O M P U T E R S :  W A N G  V S  8 0  w i t h  a 3 0 8 K - B y t e  D i s k e t t e  D r i v e  ( S . S . , S . D . )  a n d  a

P h o e n i x  D i s k  D r i v e  ( 7 5 M  F i x e d  D i s k  & 1 5 M  r e m o v a b l e  

p a c k ) .

W A N G  PC 5 1 /4 inch, 3 6 0 K B  D i s k e t t  D r i v e ,  256 K B  or  R A M  a n d

A s y n c h r o n o u s  S e r i a l  C o m m u n i c a t i o n s  P o rt.

M O D E M S :  R A C A L  V A C I C  F u l l  D u p l e x ,  0 to 3 0 0  B P S ,  A s y n c h r o n o u s

F u l l  D u p l e x ,  1 2 0 0  B PS, A s y n c h r o n o u s  or  S y n c h r o n o u s

H a l f  D u p l e x ,  2 4 0 0  BPS ,  S y n c h r o n o u s

T E L E C O P I E R :  X E R O X  295 G r o u p  t h r e e  d i g i t a l  f a c s i m i l e ,  9 6 0 0  B P S  w i t h

a u t o m a c i c  f a l l - b a c k  to 7 2 0 0 / 4 8 0 0 / 2 4 0 0  B P S  b a s e d  o n  

l i n e  q u a l i t y ;  t r a n s m i s s i o n  s p e e d  of  25 s e c o n d s  

a v e r a g e .



Cominco’s Red Dog plan masks
A few weeks ago, throe repre­

sentatives fnnn Comincu, a Cana­
d ian-hased m in ing company, 
argued llio ir ease for Ilie Red Dog 
/ine mine iiefore the Fairbanks 
Chamber of Commerce.
II was gu ile a presentation. 

'I here was a film and a slide show to 
bool. The inescapable conclusion 
seemed to be that the mine was of 
gieal l.< cietit lo tile stale. People 
would .< t jobs during the construc­
tion phase md, for a lucky •Irtd, 
there >• otdd lie permanent employ­
ment at die nunc- itself.
NANA, die Kotzebue-based re­

g iona l eu rp o ra tio n , owns the 
prospective minesite. for which it 
expects lo receive hefty royalties. 
Because of some peculiar provi­
sions ol liie Alaska Native Claims 
Settlement Act, all the other re­
gional eorpurations w ill share in 
the prnlils. It sounded like a good 
deal for c\ t-ryhody.
Cominco’s argiiiiicnts were per­

suasive, except for just one item. 
The whole project was said to de­
pend on the expenditure ot $150 mil 
lion by the slate lo huiltl a road for 
hauling the ore and a port facility 
for shipping it out. Only then could 
the company put its financing pack­
age together for die rest ot the op­
eration

With all the frec-markct advo­
cates in the room , you’d have 
thought somebody might at least 
twitch or moan softly over that part 
of the deal. Nobody did, though. 
A ppa re n tly tha t kind of state 
spending is universally acceptable 
in Alaska these days.
In fairness, the Cominco people 

thought that the $];*>() million was 
not really a subsidy. Besides being 
the kind of “ in lraslriietore" that 
the state is supposed to provide, the 
road ami port would generate a 
user foe of $10 million every year 
for 30 years, thereby doubling the 
state’s money.
The trouble with die "infrastruc­

ture”  argument is that the facilities 
aren’t being built for public use, but 
for private profit. And if you do 
your math, you’ll find dial $150 m il­
lion paid hack over 30 years at $10 
million a year amounts to a loan at 
a very low interest rate.
If a low-interest loan isn’t a sub­

sidy, why can’t you get one to buy a 
computer, or a front end loader, or 
an add ition to your house? Of 
course the state’s contribution to 
Hod Dug is a subsidy; furthermore, 
it raises important questions of 
policy in Alaska.
If the stale's arrangements with 

Cominco and NANA arc approved,

Sieve
Coivper

Views expressed here do not necessarily
represent those ol the Daily News-Miner

you can bet it won’t be the last such 
request. In fact, it w ill be a signal 
for all sorts of proposals to "create 
jobs" and to "d ivers ify the eco­
nomy."
Who is going to get these sub­

sidies? The ones who promise cam­
paign contributions? Those in the 
districts who deliver the votes to 
the righ t people? Furthermore, 
who is to control where the sub­
sidies go? The legislature? The 
governor? A council of wizards? A 
dart board?
Down in Ketchikan, U. S, Borax 

is waiting for belter market condi­
tions before deve lop ing th e ir 
molybdenum mine some miles 
away. To Borax’s credit, they’ve ' 
never asked for a state subsidy, but 
after Red Dog, why shouldn’t they? 
Jobs are hard to come by in Ketch­
ikan, and more people live and vote

there than in Northwest Alaska.
In case you hadn’t noticed, there 

aren’t any rules any more about 
public spending. Nothing is out of 
bounds. The money’s free (mean­
ing it comes from the oil com­
panies), so there isn’t any reason to 
watch the till. Plenty more where 
that came from, right?
Wrong. The downward d rift in 

worldwide oil prices has created a 
massive treasure hunt in Juneau. 
They're looking for money every­
where, but they won’t find much. 
The next thing you know, they’ll be 
looking at our wallets.
So we’d better make some kind of 

informed judgment, as to whether 
we really want to subsidize indus­
tries in Alaska, and if so, which 
ones, If we decide that government 
participation in private business 
ventures is a good thing, then we 
need to decide what standards w ill 
apply to such activ ities so that 
things won't get out of hand.

. Government participation m the 
marketplace is not new. All sorts of 
countries have tried it: Great B ri­
tain, Brazil, Nigeria, Poland. None 
of them could figure out how to 
make it work, though, for in the end 
the government does not respond lo 
the market. It responds instead to 
political pressure.

According to »Le available evi 
denco, the wisest course for Alaska 
to take is lo forget subsidies to in 
dustry. We can lielp to encuuragi 
entrepreneurship in a lot of intolh 
gent ways - providing useful in 
formation, a sensible regulator} 
structure, low taxes - but all the in 
dications are that the laws of tii< 
marketplace ought to dc-leiniiin’ 
whether natural resource extrac 
lion can ho profitable.
None of this is an indication ot 

hostility towards the Red Dog pm 
jeet. I hope the world suddenly dr. 
covers thousands of now uses fm 
zinc. I hope Cominco and NANA a t. 
able to put it together and that ev 
erybody involved gets rich. 1 u id 
them a ll the success they cai 
achieve, as long as they don't m- 
my tax money.
In the meantime, here’s sum- 

more math. If we invested the $1.’,. 
million at 11 percent, the $16 5 u.il 
lion in annual interest would I 
enough to give each one of those ; • 
Red Dog employees $-11,250 a >. ... 
forever, and none of them \m :.l. 
even have to pick up a shovel
Of course math is the same li.. 

asToglcTand we all Know tn-w nL .̂. 
logic has to dovvitli iT~

Slave coirper, a former state /eg. • • 
representing Fairbanks, is a h . i u r  : 
engaged in professional atbitrali.m



Chamber of Commerce ̂
’-v 1

supports Red Dog road I
Times Business Sta ll
Cominco Alaska’s request fo r 

state financing to build a road 
and port fac ility for its Red Dog 
mineral deposit 90 miles north­
east of Kotzebue won a vote of 
confidence from the Anchorage 
Chamber of Commerce board of 
directors Monday.
The board endorsed the plan 

“ in principle,”  urging the legis­
lature to appropriate “ such funds 
which are necessary”  to begin 
the road and port construction.
Asking for $150 m illion fo r the

transportation facilities, Co­
minco has stressed the state 
would own the 57-mile road and 
port on the Chukchi Sea. Co­
minco would maintain them and 
repay the state’s costs w ith user 
fees. , .
The board’s resolution pointed 

out economic advantages to the | 
plan, delays in the mine’s devel­
opment caused by lack of a road 
and the firm ’s guarantee to 
r.p a y the state’s investment 
w ith interest. •>



Support for Red Dog
If***

Cominco is hot seeking a 
grant. Rather,-it has offered 
to enter into an iron-clad 
agreement with the state to 
repay the costs over a period 
of years.

Further, the facilities that 
would be built would be pub­
lic — available for use by 
other mining ventures that 
almost certainly will follow 
from other highly mineral­
ized areas in the same lo­
cale, if and when the road 
and dock are built.

• " ,THERE ARE OTHER 
reasons for the legislature 
and the governor to move 
forward confidently with the 
proposal this session. Alas­
kans have been talking for 
years about the need for eco- 

... nomic development opportu­
nities, for infrastructures to 
accommodate new commer­
cial activities and for jobs 

.... for rural Alaskans.- - •
The Cominco/Nana proj­

ect will accomplish all three
ends.    -v,.\

Mining, long languishing 
in Alaska, would move dra­
matically forward if this 
mine goes into operation. 
New infrastructure to sup- 
port it and additfonal mining 
operations would be in place. 
Native residents of the area 

' north of Kotzebue would
have an opportunity for
year-round employment in a
stable industrial setting.

HERE IS AN opportunity 
for Alaskans in other parts 
of the state to demonstrate 
that their belief in economic 

■ development .-:is 'not *re- 
Diana is shown in a one- . stricted to the city limits of

column color photo with a Anchorage or Fairbanks or
caption about her latest other population centers, 
wardrobe. . - ’ - ,The Red Dog mine is a

Libby is seen in a two-col- • project for northwestern 
umn color photo with a cap- Alaska, to be sure. But it is

THE ARGUMENTS in
favor of state involvement in 
the Red Dog zinc mining 
project in far northwestern 
Alaska grow more compel­
ling. Maybe the time has 
come to end the rancor and 
say it’s something all Alas­
kans should support.

What’s at stake here 
would be some $150 million 
in state money to finance 
construction of a 57-mile 
road from the mine site to 
the Bering Sea coast and the 
construction of a dock facil­
ity from which the ore would 
be shipped.

Without question, the zinc 
deposits at Red Dog are 
among the largest in the 
world. One of the world’s 
foremost mining companies, 
Cominco, has teamed up in a 
partnership with the Nana 
Native Regional Corp., 
which owns the land where 
the ore deposit is located.

The only hangup is the 
start-up cost of the infras­
tructure required. It is there 
the company and native cor­
poration leaders are asking 
for state help.

Help is the proper word.

In the big Time
WHAT DO Libby Riddles 

of Teller, Alaska, and Prin­
cess Diana of Kensington 
Palace, London, have in 
common?

Little, it would seem. But 
they share the top of the 
People page in this week’s 
Time Magazine.X>-i-s£-;.

tion that tells about her dash 
through a blinding blizzard 
to the finish line of the 1985 
Iditarod Trail Sled Dog race.

Time makes a small error 
by referring to the competi- 
ton as a dogsled race. All 
good Alaskans know it’s the 
dogs that race, not the sleds.

But the magazine scores 
points for recognizing 
Libby’s stunning achieve­
ment and, in reporting it, 
giving her some royal com­
pany across the page

I K . >• Al l  •

more. The state as a whole 
stands to benefit from hav­
ing more jobs for more peo­
ple, from a strong new addi­
tion to the economy, and 
from the chance at last to 
bring into production some 
of Alaska’s great mineral de­
posits. ■ ■£> '4

The Anchorage Chamber 
of Commerce this week gave 
its endorsement to the 
state’s participation in the 
Red Dog venture. It’s time 
for others to join.

• U *  /s • •
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“ REVENGE OF THE FOLLIES!”
T h e  Follies a r e  back! A k P I R G  a n d  the C e n t e r  

F o r  t he E n v i r o n m e n t  a r e  j o i ntly o f f e r i n g  y o u  

a n  e v e n i n g  of political s a t i r e — at the e x p e n s e  

o f  e v e ryone. See w h a t  J e r r y  F a l w e l l  a n d  P h y l l i s  

S c h a f T l e y  a r e  u p  to these days. F o l l o w  D o r o t h y  

F i n k  a n d  T o t o  A b o o d  u p  the r e v e n u e  road. C h e c k  

u p  o n  Bill Sheffield, asle e p  o n  t h e  c a m p a i g n  

trail a n d  h e a r  t he b a l l a d  o f  Bill the R e d  Ross. 

T w o  s h o w s  o n l y  at the A n c h o r a g e  M u s e u m ,  April 

5 t h  a n d  6th. All y o u  f o l k s  w h o  h a v e  been c o m­

p l a i n i n g  f o r  4 y e a r s  a b o u t  m i s s i n g  the Follies! 

a n d  Follies Encore! in 1981, g et d o w n  to A k P I R G  

or  t he C e n t e r  a n d  f o r k  o v e r  $10. A n d  w a t c h  o u t  

F a i r b a n k s  a n d  J u n e a u ,  w e  m a y  t a k e  this s h o w  o n  

the road!

Utility Service & Safety Standards
W h y  is A l a s k a  t he o n l y  state in t h e  U n i o n  

t hat d o e s  n o t  r e q u i r e  utilities to p a y  interest 

o n  deposits? W h y  is A l a s k a  y e a r s  late in 

m e e t i n g  the d e a d l i n e  set b y  f e d e r a l  l a w  (PURPA) 

to i m p l e m e n t  special s e r vice t e r m i n a t i o n  p r o­

tections f o r  the elderly, han d i c a p p e d ,  a n d  

s e r i o u s l y  ill? And, w h y  a r e  utilities in 

A l a s k a  a l l o w e d  to d i s c o n n e c t  s e r vice ir b e l o w  

z e r o  w e a t h e r  w i t h  n o  notice? B e c a u s e  t he A P U C  

h a s  tried to p r o m u l g a t e  service a n d  s a f e t y  

s t a n d a r d s  f o r  the electric utility i n d u s t r y  

t h r e e  times since A C A P  petitioned f o r  t h e m  in 

1980, a n d  h a s  h e a r d  lots of c o m p l a i n t s  f r o m  

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

u n n e c e s s a r y  t h e y  are, a n d  v e r y  little in the 

w a y  o f  s u p p o r t  f r o m  c o n s umers.

T h e  latest p r o p o s e d  s t a n d a r d s  a r e  good. 

I n s t a l l m e n t  p a y m e n t  p l a n s  (and a n  e x t r a  25 

d a y s  to n e g o t i a t e  one) m u s t  be  o f f e r e d  b e f o r e  

s e rvice c a n  be t e r m i n a t e d  in b e l o w  31 F 

weather, o r  if a n y  r e s ident o f  the h o u s e h o l d  

is o v e r  65, u n d e r  4, o r  s e r i o u s l y  ill. Deposits 

will n o t  be r e q u i r e d  o f  c u s t o m e r s  w i t h  g o o d  

credit. Deposits m u s t  b e a r  interest, a n d  c a n  

be h e l d  f o r  a m a x i m u m  o f  t w o  years. P e r s o n a l  

n o tice m u s t  be a t t e m p t e d  b e f o r e  service c a n  be 

disconnected. A n d  the list g o e s  on. T h a n k s  

to a g r a n t  f r o m  t he APA, A C A P  h a s  d o n e  e x t e n­

sive r e s e a r c h  o n  s e r vice a n d  s a f e t y  s t a n d a r d s  

a n d  is w o r k i n g  c l o s e l y  w i t h  A P U C  s t a f f  to 

e n s u r e  t h a t  this third a t t e m p t  will r e sult in 

u n i f o r m  s t a n d a r d s  t hat a d e q u a t e l y  p r o tect all 

A l a s k a n s  f r o m  th e  m o n o p o l i s t i c  b i l l i n g  a n d  

c o l l ection practices of  their utilities.

A k P I R G  r e c e n t l y  c o m p l e t e d  a n  a n a l y s i s  of  

c a m p a i g n  f i n a n c e  bills n o w  b e f o r e  t he l e g i s­

lature. C a l l  us o r  w r i t e  f o r  a f ree c o p y  of  

t h e  report.

B e g i n n i n g  M a r c h  18, A k P I R G  h a s  a ful l  time

s t a f f e r  o n  th e  h o u s i n g  beat. Gai l  Neubert,

r e c e n t l y  a r e s e a r c h e r  at t he A l a s k a  H e a l t h

Project, will be w o r k i n g  w ith us  o n  h o u s i n g

quality, affordability, a n d  a v a i l a b i l i t y  issues.

G i v e  h e r  a call if y o u  h a v e  ideas o r  leads. 1
4

Videotape Library
AkPl'RG/ACAP h a s  a s m a l l  v i d e o t a p e  a n d  

cassette l i b r a r y  c o v e r i n g  e v e n t s  t h a t  w e  h a v e  

sponsored, a n d  i m p o r t a n t  c o n s u m e r  issues. T h e  

tapes we  h a v e  so f ar include:

Videotapes

M o v e  O v e r 0 r w e l l - - a  s u m m a r y  o f  ACAP's tele­

c o m m u n i c a t i o n s  c o n f e r e n c e  h eld in August, 

1984; i n c l u d e s  discussion of  c e l l u l a r  m o b i l e  

telephones, c a ble TV, a n d  t e l e p h o n e  t e c h n o­

logy; g e n e r a l  o v e r v i e w  o f  A l a s k a n  t e l e c o m­

munications.

C r o s s r o a d s - -a c o n d e n s a t i o n  of  R a l p h  N a d e r’s 

speech to A l a s k a n  c o n s u m e r s  in April, 1984; 

tape p r o d u c e d  b y  KAKM, C h a n n e l  7.

Cassette T a pes

M o v e  O v e r  O r w e l l - - t h e  c o m p l e t e  p r o c e e d i n g  of 

ACAP's t e l e c o m m u n i c a t i o n s  c o n f e r e n c e  f e a t u r i n g  

s p e a k e r s  f r o m  the APUC, GCI, MultiVisions, the 

Fe d e r a l  C o m m u n i c a t i o n s  Commission, a n d  

M a t a n u s k a  T e l e p h o n e  Association.

B u d g e t  C o n f e r e n c e - - the c o m p l e t e  p r o c e e d i n g  

of AkPIRG's c o n f e r e n c e  o n  b u d g e t  issues hel d  

in N o v e m b e r  1982.

T h e s e  tapes m a y  be b o r r o w e d  o r  reproduced. We'll 

u p d a t e  the list as  n e w  tapes b e c o m e  available.

E i g h t  utility m e m b e r s  o f  th e  A l a s k a  T e l e p h o n e  

Association a n d  A C A P  h a v e  initiated a bill 

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

a b o u t  u p c o m i n g  s u b s c r i b e r  line charges.

Alascom Update: F o l l o w i n g  in AkPIRG's

f o o t s t e p s  o f  the late 1 9 7 0’s, A C A P  o n c e  a g a i n  

c h a l l e n g e d  Alascom's n e e d  f o r  a r ate i n c r e a s e —  

s o  f a r  successfully. T h e  issue is this: s h o u l d  

A l a s c o m  be entitled to e x tract a n  a d d i t i o n a l  

$ 12 m i l l i o n / y e a r  f r o m  its r a t e p a y e r s  f o r  instate 

l o n g  d i s t a n c e  tolls, w h i l e  it c o n t i n u e s  to receive 

a ”$15  m i l l i o n / y e a r  s u b s i d y  f r o m  A T & T  to c o v e r  

t h e  s a m e  service? O f  c o u r s e  not! O n c e  A C A P  w e n t  

p u blic w i t h  A l a s c o m’s. " d o u b l e - d i p p i n g "  proposal, 

the l o n g - d i s t a n c e  c o m p a n y  q u i c k l y  a s s u r e d  e v e r y­

o n e  t h a t  it i n t e n d e d  to p u t  t he r ate i n c rease in 

"escrow," f o r  possible r e f u n d  to th e  r a t e p a y e r  if 

th e  s u b s i d y  w a s  u p h e l d  in court.

As if a s k i n g  f o r  a pr o t e c t i v e  r a t e  increase 

w a s  n o t  e n o u g h ,  A l a s c o m  also c a n c e l l e d  all its 

a g r e e m e n t s  w i t h  local t e l e p h o n e  companies, 

w h e r e b y  it r e i m b u r s e s  t h e m  f o r  t he costs of 

u s i n g  l o cal e q u i p m e n t  to c o m p l e t e  l o n g  distance 

calls. Alascom's a t t e m p t s  to h o l d  t he local 

telco's h o s t a g e  f o r  a rat e  incre a s e  b a c k f i r e d  

as well. At th e  time o f  printing, th e  A P U C  h as 

p o s t p o n e d  twice its decision o n  the requested 

r ate increase, h o p i n g  t h a t  n e g o t i a t i o n s  at the 

local a n d  f e d e r a l  levels m i g h t  m a k e  t he p r o b l e m  

g o  away. If n o t h i n g  else, the d e l a y  is s a v i n g  

r a t e p a y e r s  a little o v e r  $1 million p er month.



Red Dog Mine
In F e b r u a r y ,  t he A k P I R G  b o a r d  decided to 

c a r e f u l l y  f o l l o w  t he p r o p o s e d  state i n v o l v e­

m e n t  in the D e l o n g  R o a d  a n d  P o r t  Project. T h e  

p r o p o s e d  r o a d  a n d  p ort will s e r v e  t he R e d  D o g  

zinc, lead, a n d  silver m i n e  n o w  p l a n n e d  by  

Cominco, A l a s k a  in a joint v e n t u r e  w ith t he 

N A N A  R e g i o n a l  Corp.

A l t h o u g h  a f i nal p r o p o s a l  still is n o t  on  

the table, the m o s t  o f t e n  cited p l a n  is f or 

th e  S t a t e  to b u ild the $ 1 5 0  million project, 

C o m i n c o / N A N A  to p a y  b a c k  the state in a n n u a l  

i n c r e m e n t s  of r o u g h l y  $ 1 0  million, a n d  for 

the state to f o r g i v e  a b o u t  $ 2 8  million f o r  

the project. T h e  p r e s e n t  v a l u e  of t he total 

state s u b s i d y  is estimated at r o u g h l y  $65 

million.

T h e r e  is n o  d o u b t  t h a t  the project will 

s t r e n g t h e n  th e  e c o n o m y  in n o r t h w e s t  Alaska, 

p r o v i d e  m u c h - n e e d e d  jobs f or N A N A  r e g i o n  

residents, a n d  d i v e r s i f y  t h e  state's e c o nomy.

T h e  S t a t e  s h o u l d  a g g r e s s i v e l y  s u p p o r t  t he 

endeavor.

S e v e r a l  o b s tacles remain, h o w ever. T h e  real 

price of  zinc m u s t  i n c rease r o u g h l y  5 0 %  b e f o r e  

the m i n e  b e c o m e s  feasible w i t h o u t  state i n v o l v e­

ment. T h e  p r e f e r r e d  r o u t e  f o r  the r o a d  r u n s  

t h r o u g h  the K r u s t e n s t e r n  N a t i o n a l  M o n u m e n t ,  a n d  

it will literally t a k e  a n  act o f  C o n g r e s s  to 

a u t h o r i z e  the r i g h t - o f - w a y .  Finally, the N o r t h  

S l o p e  B o r o u g h  m u s t  a g r e e  to t r a n s f e r  th e  l a n d  

in w h i c h  the deposit lies to a n e w  N A N A  B o r o u g h  

in t he area.

T h e  t e rms of a n y  state i n v o l v e m e n t  m u s t  

be c a r e f u l l y  analyzed, h o w e v e r .  Will t he state 

a g r e e  to a l o w - i n t e r e s t  o r  n o - i n t e r e s t  l o a n ?

Will t h e r e  be a m o r a t o r i u m  o n  r e p a y m e n t ?  F o r  

h o w  l o n g ?  Will t h e  state a g r e e  to a n  a c t u a l  

g r a n t  f o r  the project? H o w  m u c h ?  W h a t  a b o u t  

cost o v e r r u n s ?  W h a t  if t h e  m i n e  is e x t r e m e l y  

s u c c e s s f u l  in its first y e a r s — will th e  state 

be r e paid at a faster rate? If the m i n e  is 

n e v e r  built, e x a c t l y  w h a t  g u a r a n t e e  will 

C o m i n c o  o f f e r  f o r  r e p a y m e n t ?  In real terms, 

w h a t  will e ach of  these o p t i o n s  "cost" t he 

state? A n d  finally, is state i n v o l v e m e n t  

r e a l l y  necessary, or  is it just helpful.

T h r o u g h  r e c e n t  tax c h a n g e s  a n d  i n c e n t i v e  

p r o g r a m s ,  the S t ate h a s  a l r e a d y  p r o v i d e d  

m a j o r  b r e a k s  to n e w  m i n e r a l  d e v e l o p m e n t  p r o­

jects. T h e  i n v e s t m e n t  tax credit, passed last 

year, o f f e r s  u p  to a 6 0 %  credit o n  c o r p o r a t e  

i n c o m e  a n d  m i n i n g  license taxes. C a n  we  a f f o r d  

m o r e  r i g h t  n o w ?

K u d o s  to Sen. J o e  Jo s e p h s o n !  Joe's l e a d e r­

sh i p  o n  the a i r f a r e  issue is a classic e x a m p l e  

of h o w  citizen o r g a n i z i n g  a n d  p r e s s u r e  c a n  

f o r c e  a n  i n d u s t r y  s u c h  as th e  a i r lines to the 

b a r g a i n i n g  table. Now, if w e  c o u l d  just g e t  

similar l e a d e r s h i p  o n  t e l e p h o n e  issues. . .

Cominco
A k P I R G  s c o r e d  a $3 m i l lion v i c t o r y  in 

F e b r u a r y .  T h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  

A u t h o r i t y  (AIDA) decided a g a i n s t  l e t ting a 

$3 m i l l i o n  sole s o u r c e  c o n t r a c t  to C o m i n c o  

A l a s k a  f o r  g e o t e c h n i c a l  d a t a  in c o n n e c t i o n  with 

t he R e d  D o g  r o a d  a n d  p o r t  project f i n a n c e  plan.

A k P I R G  a r g u e d  t h a t  in o r d e r  to protect the 

i n t e g r i t y  of th e  plan, th e  c o n t r a c t  s h o u l d  

h a v e  b e e n  c o m p e t i t i v e l y  bid. M o r e o v e r ,  AIDA 

s h o u l d  w ait u n til g a p s  in i n f o r m a t i o n  w e r e  

identified b y  t he f i n a n c e  p l a n  t e a m  b e f o r e  it 

w e n t  a h e a d  a n d  b o u g h t  a b l o c k  o f  i n f o r m a t i o n  

f r o m  Cominco. M o r eover, C o m i n c o  s t a f f  a c k n o w ­

led g e d  t h a t  m u c h  o f  t he field w o r k  a n d  a n a l y s i s  

to be paid f o r  u n d e r  c o n t r a c t  h a d  b e e n  c o m p l e t e d  

last year.

C o m i n c o  s t a f f  a c k n o w l e d g e d  t h a t  m u c h  o f  the 

field w o r k  a n d  a n a l y s i s  to be paid f o r  u n d e r  

the c o n t r a c t  h a d  b een c o m p l e t e d  last year.

Ber t  W a g n o n ,  AIDA Director, s a y s  ha  decided to 

wait u n t i l  t h e  l e g i s l a t u r e  a p p r o v e s  f u n d i n g  f or 

th e  e n tire p r o p o s a l  b e f o r e  g o i n g  a h e a d  w i t h  the 

contract. We h e a r t i l y  agree. A n d  will this 

n o w - a v a i l a b l e  $3 m i llion be c o u n t e d  t o w a r d  the 

$ 1 8  m i llion in the g o v e r n o r ' s  b u d g e t  e a r m a r k e d  

f o r  R e d  D o g ?

CALENDAR .

April 1 9 8 5  —  Y o u r  R E A  coop's a n n u a l  meeting.

Be s u r e  to  v o t e  c o n s u m e r  r e p r e s e n t a t i v e s  

o n t o  t h e  B o a r d  of  Directors.

April 5 - 6  —  A C E / A k P I R G  " R e v e n g e  of  t h e  Follies!" 

A n c h o r a g e  M u s e u m ,  7:30 p.m.

A pril 10 -- A k P I R G  B o a r d  Meeting, 5:30 p.m.

J u n e  3 -- T e l e c o n f e r e n c e  o n  A P U C  p r o p o s e d  s e r­

vice a n d  s a f e t y  standards. N o o n  - 2 p.m. 

C h e c k  t h e  last L e g i s l a t i v e  Alert f o r  y o u r  

location.

J u n e  11 —  P u b l i c  h e a r i n g  o n  A P U C  p r o p o s e d  s e r­

vice a n d  s a f e t y  standards. 9 2 0  L  Street, 
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O ffic ia l Business

Alaska State Legislature
House

a p r 19
%

Pouch V 
State Capitol 

Juneau, Alaska 99811

April 17, 1985

Senator Arliss Sturgulewski 
Pouch '/

Juneau, Alaska 99811 

Dear Arliss:

On April 10 I wrote to you about the fact that I had not received a reply 
from Cominco to questions I had asked for on February 12.

Cominco did reply to my Anchorage address. I have it in hand now and it is 
enclosed for your information.

Yours truly,

Rarco A. Pignalberi 
State Representative

MAPtmk
Enclosure

cc: Senator Tim Kelly
Senator Rick Halford 
Senator Fred Zharoff 
Representative John Sund
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Cammco Alaska

R e p r e s e n t a t i v e  M a r c o  A . P i g n a l b e r i  
6 7 1 2  L u n a r  D r i v e 
A n c h o r a g e ,  A l a s k a  9 9 5 0 4

M a r c h  8, 1985

D e a r  R e p r e s e n t a t i v e  P i g n a l b e r i :

I w o u l d  like to a p o l o g i z e  for t a k i n g  so long to s u p p l y  
the i n f o r m a t i o n  t h a t  y o u  r e q u e s t e d  d u r i n g  o u r  m e e t i n g  in 
J u n e a u  on F e b r u a r y  12- M y  o n l y  e x c u s e  is p r e s s  of w o r k  
and lack of time. I h a v e  s p e n t  m o s t  of the i n t e r v e n i n g  
p e r i o d  on a i r p l a n e s .

We c e r t a i n l y  a p p r e c i a t e d  the o p p o r t u n i t y  to m e e t  w i t h  you 
and the A n c h o r a g e  c a u c u s ,  to d i s c u s s  our R e d  Dog P r o j e c t .
I c o n s i d e r  that the e x c h a n g e  of views was v e r y  w o r t h ­
w h i l e ,  and I thi n k  th a t  we w e r e  able to b e t t e r  a p p r e c i a t e  
y o u r  t h o u g h t s  and c o n c e r n s .

D u r i n g  the d i s c u s s i o n s ,  I g a v e  you some e s t i m a t e d  f i g u r e s  
in r e g a r d  to C o m i n c o ' s  r e t u r n  on ’n v e s t m e n t  u n d e r  d i f ­
f e r e n t  f i n a n c i n g  a l t e r n a t i v e s ,  and I i n d i c a t e d  th a t  t h e s e  
w o u l d  be c o n f i r m e d .  I am n o w  p l e a s e d  to do this, and 
w i l l  c o m p a r e  t h e s e  w i t h  m y  e s t i m a t e s ,  w h i c h  h a v e  t u r n e d  
o u t  to be b o t h  o p t i m i s t i c  and p e s s e m i s t i c .

The f i r s t  a l t e r n a t i v e  a s s u m e s  th a t  C o m i n c o  p u t s  up the 
e n t i r e  S 4 0 0  m i l l i o n  i n v e s t m e n t .  U s i n g  c u r r e n t  m e t a l  
p r i c e s ,  the r e t u r n  on i n v e s t m e n t  (R. 0. I.) w o u l d  be 7 . 8 %  
(My e s t i m a t e  was 6 . 0 % ) .  Wi t h  C o m i n c o ' s  f o r e c a s t  p r i c e s ,  
the R . O . I .  i n c r e a s e s  to 1 3 %  ( M y  e s t i m a t e  was 10%).

If the S t a t e  f i n a n c e s  the $ 1 5 0  m i l l i o n  c o s t  of the t r a n s­
p o r t a t i o n  s y s t e m ,  and t h i s  f i n a n c i n g  is r e p a i d  as p r o ­
p o s e d  by C o m i n c o ,  the R. 0. I., u s i n g  c u r r e n t  m e t a l
p r i c e s ,  i n c r e a s e s  to 9 . 6 % ,  and to 16% ( M y  e s t i m a t e  was 
18%) w i t h  C o m i n c o ' s  f o r e c a s t  p r i c e s .

You al s o  r e q u e s t e d  i n f o r m a t i o n  in r e g a r d  to the S t a t e ' s  
r e t u r n  on its i n v e s t m e n t .  A s s u m i n g  a S t a t e  i n v e s t m e n t  of
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$ 1 5 0  m i l l i o n ,  to be r e p a i d  by a toll fee of S 2 6 0  m i l l i o n  
o v e r  30 y e a r s ,  this is a r e t u r n  on i n v e s t m e n t  (on a d i s­
c o u n t e d  c a s h  f l o w  b a s i s )  of 4.3%. A d d i n g  in the e s t i­
m a t e d  d i r e c t  taxes to the S t a t e  of $3 6 0  m i l l i o n  d u r i n g  
the s a m e  30 y e a r  p e r i o d  (for a total of $ 6 2 0  m i l l i o n )  the 
R . O . I .  is i n c r e a s e d  to 12.8%. A n d  it s h o u l d  be s t r e s s e d  
th a t  t h e s e  taxes are a d i r e c t  r e s u l t  of income g e n e r a t e d  
by R e d  Oog and wi l l  be a c h i e v e d  o n l y  if Red Dog is put 

into p r o d u c t i o n .

One f u r t h e r  item s h o u l d  be c o n s i d e r e d .  In e a r l y  1984, at 
G o v e r n o r  S h e f f i e l d ' s  r e q u e s t ,  a s t u d y  of the Red Dog 
P r o j e c t  w a s  c a r r i e d  o u t  by a Task F o r c e  f r o m  the k e y  
S t a t e  a g e n c i e s ,  i n c l u d i n g  CED, CRA, R e v e n u e ,  D O T / P F  and 
DNR. One p o r t i o n  of this r e p o r t  s t u d i e d  the e c o n o m i c  
e f f e c t  of R e d  Dog on the State, and i d e n t i f i e d  a s i g n i­
f i c a n t  r e d u c t i o n  in t r a n s f e r  p a y m e n t s  f r o m  the Sta t e  to 
the N A N A  r e g i o n ,  a m o u n t i n g  to a b o u t  $1.5 m i l l i o n  per 
y e a r ,  or m o r e  than $40 m i l l i o n  o v e r  30 year s .

This r e d u c t i o n  in S t a t e  e x p e n d i t u r e s  can also be d i r e c t l y  
a t t r i b u t e d  to R e d  Dog. When this is a d d e d  to the p r e ­
vi o u s  $ 6 2 0  m i l l i o n ,  the R.O. I .  on the State i n v e s t m e n t  of 
$ 1 5 0  m i l l i o n  b e c o m e s  1 3 . 7 % .  So it can be seen that the 
R e d  Dog t r a n s p o r t a t i o n  s y s t e m  is t r u l y  an e c o n o m i c  i n­

v e s t m e n t  for the Stat e .

If t h e r e  is a n y  o t h e r  i n f o r m a t i o n  on R e d  Dog, or C o m i n c o ,  
t h a t  w o u l d  be of a s s i s t a n c e  to you, p l e a s e  do not h e s i ­
tate to c o n t a c t  me.

H. M. G i e g e r i c h
P r e s i d e n t  and G e n e r a l  M a n a g e r



BILL SHEFFIELD, GOVERNOR

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

TREASURY DIVISION

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

April 19, 1985

The Honorable Arliss Sturgulewski 
Chairman
Senate Resources Committee 
Alaska Senate 
Pouch V
Juneau, AK 99811

Dear Senator Sturgulewski:

During hearings on HB 105 in the House Special Committee on 
Loans, the chairman asked what impact there would be on State 
debt capacity as a result of authorizing Alaska Industrial 
Development Authority to issue bonds for the DeLong Mountains 
transportation project. In response, the Department of Revenue 
offered testimony substantially as contained in the attached 
letter to Chairman Sund.

The Department is providing you with a copy of this letter in 
anticipation that you or your committee may have similar 
questions as a result of your consideration of SB 280.

Sincerely yours

H
Milt Barker 
Deputy Commissioner

MB/gb
85-85

Enclosure



^  - BILL SHEFFIELD, GOVERNOR

D E P A R T M E N T  O F  R E V E N U E  e l e v e n t h  f l o o rSTATE OFFICE BUILDING  
POUCH SB
JUNEAU, ALASKA 99811 TREASURY DIVISION PHONE:

April 19, 1985

The Honorable John Sund 
Chairman
Committee on Loans 
Alaska State House 
Pouch V
Juneau, A K  99811

Dear Representative Sund:

At the request of your staff, I would like to offer the D e p a r t­
ment of Revenue's comments on the effect debt issuance by 
Alaska Industrial D e velopmen t Auth ority (AIDA) for the DeLong 
Mountains transportation project would have on State general 
obligation bond debt capacity.

Issuance of this debt would have no direct effect on the 
State's debt capacity. The AIDA debt would be secured by 
project revenues and assets of the economic development fund. 
The full faith and credit of the State would not be pledged to 
the project nor would debt service on the bonds be paid by 
future^ appropriations from the general fund. As a result, the 
debt will not be counted as State debt along with general 
obligation bonds and lease financing by the rating agencies or 
b o n d b u y e r s .

Only in the event that the project were partially or subst an­
tially completed, yet no mining e v e r 'occurred, Cominco failed 
to honor its pledge to pay back State costs, and the State 
decided to assume r esponsibility for the debt even though it 
had no legal obligation to do so, would the debt become State 
debt and thereby diminish State debt capacity for other 
purposes. Such diminution would be m itigated to some extent by 
available cash flow from the proposed loan appropriations or 
possibly by some degree of project revenues if intermittent or 
m arginally profitable mining operations were to occur.


