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Company (TTC), a subsidiary of KONCOR Forest
Products Company.

Citizens learn of proposed logging on SNA"s park
inholdings and request action from the State.

State approaches SNA and TTC and proposes a three
party exchange. The state will exchange land for
land with SNA and timber for timber with TTC.

Parties sign Preliminary Exchange Agreement
describing appraisal process and mechanism for
creating replacement pools of land and timber.

TTC completes a timber cruise and appraisal of its
timber. Timber is valued at $7.5 million dollars.

TTC, SNA, and State attempt to develop replacement
pools of State land and timber. State has great
difficulty finding sufficient 1land or timber to
equalize values with SNA or TTC. State never does
identify lands with a value equal to SNA"s park
inholdings. state is only able to find two tracts
of replacement timber, both 1in Southeast Alaska.
One is near Petersburg and one is near Thorne Bay.

SNA®"s appraiser, chosen from a list approved by the
State, values SNA's inholdings (without TTC"s
timber) at $25, 6 million. State objects to this
appraisal.

SNA is satisfied with original appraisal but
requests appraiser to redo the appraisal solely to
satisfy the State. Supplementary appraisal values
SNA"s lands (without TTC"s timber) at  $22.7
million.

Petersburg residents object to inclusion of
Petersburg timberlands 1in the vreplacement pool.
Additional analysis of Thorne Bay timberland
reveals a problem with the valuation of its Western
Red Cedar, a species with rapidly declining market
value. Moreover, Southeastern residents assert
that Thorne Bay timber should be used for trading
stock to acquire park lands in Southeast.

State hires an appraisal of SNA"s lands, which
values the land at $11.9 million. SNA objects to
this appraisal.

State hires a panel of three appraisers to give a
review of earlier appraisals. It is agreed that
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this panel®s findings are solely for the benefit of
the State and are not binding on SNA. Panel
concludes the value of SNA"s Jlands without TTC"s
timber to be $15-49 million.

February 19D0 SNA is unwilling to exchange its lands for State
lands worth less than an aggregate of $20 million.
State land pool is nowhere near this large, state
and SNA agree to a cash payment of $15.49 million
for SNA"s park inholdings.

March 1990 TTC and State unable to agree on a value for TTC"s
timber. Parties agree to arbitrate, and the
arbitrators value the timber at $6.4 million.

March 1990 Because the State"s only replacement timber is at
Petersburg (politically unpopular) or Thorne Bay
(economically unacceptable due to heavy percentage
of low value red cedar, and politically unpopular
if used to acquire park lands outside of Southeast
Alaska) , State and TTC agree to a $4.5 million cash
buy-out for timber.

Week of March

26, 1990 Bill providing for cash purchase of SNA®"s park
inholdings and TTC"s timber is introduced by
Governor Cowper.
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SIGNIFICANT POINTS, KACHEMAK BAY
STATE PARK LAND AND TIMBER ACQUISITION

SNA is a Native village corporation organized pursuant to
ANCSA. Its 24,000 acres of park inholdings are. lands that
have been used and occupied by the Native people of Seldovia
for subsistence activities since time immemorial.

SNA®"s park inholdings are located in the heart of Kachemak Bay
State Park, They are directly across the bay from Homer, and
are the centerpiece of the view of the park which the public
enjoys from Tomer. TTC®"s timber is all Sitka spruce for which
there is currently a very strong market.

Since 1975, the State and SNA have been discussing the
possibility of the State®s acquiring SNA"s inholdings. On at
least three occasions, negotiations between the parties have
broken down. This 1is the first time that the State and SNA

have agreed upon the terms of an acquisition.

TTC acquired most of the commercial forest on SNA®"s park

inholdings in 1987. Ever since, TTC has refrained from
logging its holdings because of State requests for a park
trade. If TTC"s timber is not purchased by the State this
year, TTC cannot afford to wait any longer to receive a return
on its investment and must commence logging operations. This

is the State®"s last opportunity to obtain the SNA inholdings
in pristine condition.

The state has not been able to i1dentify sufficient replacement

lands to equal the value of SNA"s inholdings. The inadequate
replacement lands which have been identified have not been the
subject of public hearings. Public objection to many of these

lands at the hearings is likely, further shrinking the pool.
Replacement timber has been located in only two places, both
in Southeast Alaska, and is politically undesirable,
economically undesirable, or both.

Both SNA and TTC depend on rao/ey generated by leases of land
and sales of timber for revenues used to fund programs for the
shareholders of these companies-

Both SNA and TTC are responsible land managers wiMa successful
track records of recreational 1lot development and 1leasing
(SNA) and timber management and harvesting (TTC) . TTC and its
parent company recently received an award from the Governor
for excellence in land and timber management.

Because of the way that the sale of SNA"s park inholdings will
divide up its remaining lands and the remaining timber sold to
TTC, both SNA and TTC will be left with isolated parcels which
will be difficult if not impossible to develop. However, 1in
the interest of completing the acquisition, SNA. and TTC are
prepared to accept this consequence.
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Chronology of Timber Offeild by The State of Alaska to Timber Trading

Company

November, 1988

Spring 1989

Summer 1989

October 1989

March 1990

Director of Division of Land and Water Management 1in
conjunction with southeast Regional Office of Division
of Forestry offers timber near Chilkoot Lake near
Haines. Timber Trading Company using staff personnel
and consultants examines and cruises this timber.
Timber Trading Company is subsequently informed that
the timber 1is in the Mental Health Trust and is
unavailable.

Timber Trading Company using staff and consultants
cruises its timber at China Poot Bay

Timber Trading Company travels to Fairbanks on two
separate occasions to examine possible timber
selections by airplane. Timber observed in first trip
is of interest but Timber Trading Company 1is
subsequently informed that it is part of Mental Health
Trust portfolio and is not available. A portion of the
timber observed on the second trip located near the
confluence of the Kantishna River and the Tanana River
is of interest.

Timber Trading Company, using staff and consultants
cruises the timber near the Kantishna River. This
timber 1is subsequently withdrawn by the State due to
political pressure.

Timber Trading Company surveys by air the timber
offered by State of Alaska on west side of Cook Inlet
and in vicinity of Moose Pass. This timber is of
guestionable merchantability and of very low value.

Timber Tiading Company using consultants cruises timber
on Mitkof Island near Petersburg and near Thorne Bay on
Prince of Wales Island. Appraisal, firm of Cascade
Appraisal Services subsequently appraises the Mitkof
Island and Thorn Bay timber.

Appraisal firm of Croik and Holmes completes appraisal
of Timber Trading Comsany timber at China Poot Bay
values this timber at 7.4 million dollars. Al Cronk
and Charles Nash travel to Juneau to discuss appraisal
with Division of Land and Water Director, Gary
Gustafson and S.E. Regional forester, McAllister.
State unwilling to accept appraisal value.

Agreed to arbitration process using Cascade Appraisal
Services and Cronk and Holmes results in a value of 6.4
million dollars for the China Poot Bay timber. Upon
learning of State"s reluctance to convey timber near
Petersburg or to fairly value timber at Thorne Bay,
John Sturgeon, Chairman of Timber Trading Company
agrees to take 4.5 million dollars cash for Timber
Trading Company®s China Poot Bay timber.
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The -following issues address the realities of the
Kachemak Bay State Park. How much it cost the state per
visitor in the kachemak Bay State Park, how many are
targeted for land wuse and how many are fishing in the
sal twaters of the park, andwhat services are supplied by
state parks for each of theintrest groups.

Persons targeted forland wuse, hiking, glacier
climbing etec. Iw il be wusing numbers taken by charter
boats only. Because of our extreme tide and weather
problems people seldom leave boats unatended.

Water taX i 1988-300 1989-3009

Lodge -visitors-——1988- 72 1989- 72

M isc. 1988-100 1989- 75
Total land traffic-——1988-532 1989-456

Motor boat traffic specificly headed for park waters

not passing through to get to a summer cabin or residence,
and layakKs. This is information from A .D.F. % 6.

Claming by charter-1989—- 120 1989 e 70

Tutka bay hatchery-1988-2575 1989-3000

H.C. lagoon Kings - 2600 2200

Chinapoot Reds 1200 1200

Hummpy Creek - very little activity
(these | believe are slightly high numbers just by
comparing H.C. Lagoon with Jlocal opinion)

Kayaks who traveled, without water taxi, from Homer

1988-75 1989-120

Total Marine traffic 1988-6570 1989-6590

The actual mail survey shows aproximatly 11,000 finfish
particapants and 9,000 shell fish participants in Kachemak
Bay, however, these two numbers probably have at least a 907.
overlap, 0f course Not all of the above are targetedfor
the KBSP. These are 1987 numbers so they may be off, i f
anything high.

Numbers of persons taken to the park is from
information from actual charter persons.

Total traffic in the Kachemak Bay State Park
1988=7102 1989=7046



What does the ranger offer in terms of service to
these visitors?

Trail enhancement-most park trails were built by locals
over the years, and by the 4H kids. Trail system is
confined to the Halibut Cove area. Refer to E ib 11 <.B)

Emergency assistance- It is difficult to reach the
ranger by radio or boat because of Jlocation. 0f course boat
breakdowns are taken care of by RESQUE 21, and /Jor locals.

Informing visitors of dangers in the park. There is no
information concerning the very dangerous tidal lagoons in
the park. There basically is no verbal information wunless
you get into H.C. Lagoon, one of most dangerous lagoons in
the Bay.

The ranger checks for fishing licenses in H.C. lagoon.
That fishery is over the end of June.

Actually meeting a ranger on one of the Grewink Glacier
trails would be unusual because their whaler is too large to
be safely left beached. This confines the ranger to the
et about 50-100 visi-ors per
raffic going to the Grewink

lagoon trail system which
year, highest percent of
Glacer area.
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Information offered in Park Brochure pertains to land
use only. The ranger himself is no seaman and seems
oblivious to the dangers on the sea. Perhaps because he s
operating a 4=50,000 whaler that was designed to be safe for
anyone. He is also hauling park voluneers, people who
simpley need a ride, and other rangers for free and with no
Coast Gaurd liscense.

The Kachemak Bay State park cost the people of the
state a very tidy sum of money.

Two boat stalls in the Homer harbor 8 8 8§ .30
This isn't extra trancient fees
1. 18 aluminum HN-3229
2. 17'"whaler AK1643Kk - For one ranger-
3. 27" Blue aluminum
Annual upkeep and deprciation would average 15,000
Electricity at H.C.ranger cabin in 1989 e 1143 .83
«Jan and Feb of 1990 was 291.34
The New Ranger Cabin in H.C. [8 g 0 0 N e 5000.00
Food and Fuel for RangerS<Volunteers 3000.00
Truck -depreciation and repairs 6000.00
Rangers part time salery benefits 6 mo . ~eees 23491.57
Hidden expenses, travel etc. 1000.00
Total expenses 55523.70
this is not including extra months or other rangers
This looks Ilike each visitor to the Kachemak Bay State

Park costs the state of Alaska 7.88. | may remind you the



the Ranger is available to only 2300 persons so in all
honesty it's 23.14 per person.

What has the Park Service actually accomplished over

the past 4 years, in the KBSP? Two -functioning trails were
buitt and one of those paral el s an existing trail . One
other trail built up a mountain but has a dead end. Out
houses were built in H.C. lagoon. Trail markers we put on
all the existing trails and annual bn-sh out done. This
cost the state aproximatly <-'200,000 (being conservative),
That is one heck o-f a lot of money. Many local persons
would love to bid on a job like that.

ls the KBSP having a tramendous increase in tra-f-fic?
NO, | -feel the reason ~-for no increase in park wuse is the
tremendous increase in (destination) attractions around the
bay. Four years ago | would have taken at least 300 perple
to the park many o-f which were student groups, large -family
outings, etc. There are now more accomodating -facilities
around the Bay. For example | have had a 40v. increase in
business over the past 2 years and a decrease in camper
tra-f-fic. I believe this trend will continue as private
enterprise developes.

Also keep in mind our adverse weather and tide
conditions. The majority of wuse in the KBSP is on the ocean
not wupland streems and lakes. Because of the unigue
problems here on the Bay development cannot take place like
it has on the Kenai river for instance, and there for should
not be subject to the same type of regulation. The parks
persons stated that 11 AAC.12.340 (19) was adopted to
satisfy regulation needs on the Kenai river. I feel that
any (Commercial) activity associated to the KBSP s
incidental (for example, on a rough day a halibut <charter
fishing off of Glacier Spit) and should fall under
-ordinary- use. If Parks wants some information from park
users have questionaires available at the Homer chamber of
commerce on Homer Spit. Currently the Ranger in Homer not
only is not on the Spit but several miles out of town.

The example of the over blown STING that | recieved for
taking a few people to the park for free, seems to indicate

a frantic need to substanciate an existence. Another
perception could be that the Kenai Rangers are over staffed
and have a lot of extra cash. The sting cost aproximatly
$20,00, involved aproximatlv 40 persons, and 9 of the 10
Rangers from the Kenai division.

Sincerely

Marian T. Beck
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RESOLUTION  1199-R

A RESOLUTION OPPOSING THE TRADE OF STATE OWNED LAND AND TIMBER
RIGHTS IN THE PETERSBURG AREA TO ENLARGE KACHEMAK BAY STATE PARK

WHEREAS, the state of Alaska Is proposing to exchange lands
and/or timber rights within the City of Petersburg to a private
corporation to enhance State land holdings in a remote area in
another part of the State; AND

WHEREAS, the land and/or timber trade will .merely transfer
a problem from one part of the state to another; AND

WHEREAS, the lands proposed for trade were originally to be
disposed of only to individual residents of the State of Alaska
for homeslte development; AND

WHEREAS. Kachemak Bay State Park contains over 320,000
acres, only a small parcel of State Recreation land is located in
the immediate vicinity of the City of Petersburg; AND

WHEREAS, no public hearings have been held concerning the
land and/or timber trade, no determination has been made
regarding the consistency of development plans and land use
proposals with the City's comprehensive plan, and no
determination has been publicly made regarding the development
plans, and no determination has been publicly made regarding the
development plans or potential of the land to be traded; AND

WHEREAS, recreation and homesite development may be more
compelling public uses for State lands situated within the City
of Petersburg, than trading the land primarily for the value of
its timber resources:;

NOW THEREFORE BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY
OF PETERSBURG, ALASKA:

Section 1. The City of Petersburg opposes the trade of any
State owned land to enlarge Kachemak Bay State Park unless
such trade will not adversely impact the local public needs
for the land proposed in the trade; AND

Section 2. the City of *etersburg opposes the proposed land
trade until public hearings have been held on the matter in
Petersbhurg and a determination has been made as to the
proposed use of the land: the impact on the community; the
consistency with applicable developmental codes; that
alternatives to the land trade have been considered and that
the proposal hest meets the public need; and a finding is
made that the proposed trade is made in the public interest
with due consideration to the local effects.

PASSES and APPROVED by the City Council of the City of
Petersburg, Alaska this day of December, 1989.

Mayor
ATTEST;

City Clerk



Voting “Yes": tSartnolomew
Holman
_Tallman
JtCfte
Chenhall
Cruise
Westfall
Voting "No": None
Absent: None
4 votes required for passaqge
Effective date: 11/6/8S

KETCHIKAN GATEWAY BOROU G H
RESOLUTION No. 877

A RESOLUTION OF THE ASSEMBLY OF THE KETCHIKAN
GATEWAY BOROUGH, ALASKA, OPPOSING THE TRADE OF
STATE OWNED LAND TO ENHANCE KACHEMAK BAY STATE
PARK UNLESS SUCH TRADE WILL NOT SUPERSEDE
LOCAL NEEDS FOR RECREATIONAL LANDS, WATERSHED
PROTECTION, WATER AND ELECTRICAL NEEDS, AND
FUTURE TRADING OPPORTUNITIES; AND ESTABLISHING
AN EFFECTIVE DATE.

RECITALS

A. W hile Kachemak Bay State Park contains over 320,000
acres, only 62 acres of State Park land is located in the immediate
vicinity of the Ketchikan Gateway Borough.

B. The community of Ketchikan has a serious need for
additional state park lands.

C. Those persons who would take advantage of any expansion
of Kachemak Bay State Park already have far greater opportunities
to visit state and federal parks than those in the community of
Ketchikan.

D. Various ..embers of the community of Ketchikan has already
expressed an interest in placing the White River Corridor and
additional land around Harriet Hunt Lake into public ownership, and
in making the Leask Lake Drainage, the White River corridor, and
Harriet Hunt Lake into a state park or managed with the priority
of accessible roaded recreation.

E. The community of Ketchikan has additional water supply
and electrical power needs and may in the future be requesting the
state to trade for Mahoney Lake and Beaver Falls, native land
selections, and other lands to meet other needs in the area.

F. The additional of 50,000 acres to the Kachemak Bay State
Park through the trading of state owned land could adversely impact
the state's opportunity to trade state land for Ketchikan needs.

NOW, THEREFORE, BE IT RESOLVED BY THE ASSEMBLY OF THE
KETCHIKAN GATEWAY BOROUGH, as follows:

Section 1. The Borough opposes the trade of any state
owned land to enlarge Kachemak Bay State Park unless such trade
will not adversely impact local needs for recreational lands,
watershed protection, water and electrical needs, and future

trading opportunities.

Section 2. Effective Date. This resolution is effective
upon adoption.

ADOPTED this 6th day of November , 1989.
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Voting "Yes™: Bartholomew
Holman
Tallman

jkfte

Chenhall
Cruise
Westfall

Voting "No": None

Absent: None

4 votes required for passage

Effective date: 11/6/89

KETCHTIKAN GATEWAY BOROU G H

RESOLUTION NO. 877

A RESOLUTION OF THE ASSEMBLY OF THE KETCHIKAN
GATEWAY BOROUGH, ALASKA, OPPOSING THE TRADE OF
STATE OWNED LAND TO ENHANCE KACHEMAK BAY STATE
PARK UNLESS SUCH TRADE WILL NOT SUPERSEDE
LOCAL NEEDS FOR RECREATIONAL LANDS, WATERSHED
PROTECTION, WATER AND ELECTRICAL NEEDS, AND
FUTURE TRADING OPPORTUNITIES; AND ESTABLISHING
AN EFFECTIVE DATE.

RECITALS

A. W hile Kachemak Bay State Park contains over 320,000
acres, only 62 acres of State Park land is located in the immediate
vicinity of the Ketchikan Gateway Borough.

B. The community of Ketchikan has a serious need for
additional state park lands.

C. Those persons who would take advantage of any expansion
of Kachemak Bay State Park already have far greater opportunities
to visit state and federal parks than those in the community of
Ketchikan.

D. Various members of the community of Ketchikan has already
expressed an interest in placing the White River Corridor and
additional land around Harriet Hunt Lake into public ownership, and
in making the Leask Lake Drainage, the White River corridor, and
Harriet Hunt Lake into a state park or managed with the priority
of accessible roaded recreation.

E. The community of Ketchikan has additional water supply
and electrical power needs and may in the future be requesting the
state to trade for Mahoney Lake and Beaver Falls, native land
selections, and other lands to meet other needs in the. area.

F. The additional of 50,000 <.cres to the Kachemak Bay State
Park through the trading of state owned land could adversely ,'mpact
the state's opportunity to trade state land for Ketchikan needs.

NOW, THEREFORE, BE IT RESOLVED BY THE ASSEMBLY OF THE
KETCHIKAN GATEWAY BOROUGH, as follows:

Section 1. The Borough opposes the trade of any state
owned land to enlarge Kachemak Bay State Park unless such trade
will not adversely impact local needs for recreational lands,
watershed protection, water and electrical needs, and future

trading opportunities.

Section 2. Effective Date. This resolution is effective
upon adoption.

ADOPTED this 6th day of November t 1989 .

BOROUGH MAYOR/™ /
1/



RESOLUTION  1199-R

A RESOLUTION OPPOSING THE TRADE OF STATE OWNED LAND AND TIMBER
RIGHTS IN THE PETERSBURG AREA TO ENLARGE KACHEMAK BAY STATE PARK

WHEREAS, the state of Alaska Is proposing to exchange lands
and/or timber rights within the City of Petersburg to a private
corporation to enhance State land holdings in a remote area in
another part of the State; AND

WHEREAS, the land and/or timber trade will .merely transfer
a problem from one part of the state to another; AND

WHEREAS, the lands proposed for trade were originally to be
disposed of only to individual residents of the State of Alaska
for homesite development; AND

WHEREAS, Kachemak Bay State Park contains over 320,000
acres, only a small parcel of State Recreation land is located in
the immediate vicinity of the City of Petershurg; AND

WHEREAS, no public hearings have been held concerning the
land and/or timber trade, no determination has been made
regarding the consistency of development plans and land use
proposals with the City's comprehensive plan, and no
determination has been publicly made regarding the development
plans, and no determination has been publicly made regarding the
development plans or potential of the land to be traded; AND

WHEREAS, recreation and homesite development may be more
compelling public uses for State lands situated within the City
of Petersburg, than trading the land primarily for the value of
its timber resources:

NOW THEREFORE BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY
OF PETERSBURG, ALASKA:

Section 1. The City of Petersburg opposes the trade of any
State owned land to enlarge Kachemak Bay State Park unless
such trade will not .adversely impact the local public needs
for the land proposed In the trade; AND

Section 2. the City of Petersburg opposes the proposed land
trade until public hearings have been held on the matter in
Petersburg and a determination has been made as to the
proposed use of the land: the impact on the community; the
consistency with applicable developmental codes; that
alternatives to the land trade have been considered and that
the proposal best meets the public need; and a finding is
made that the proposed trade is made in the public interest
with due consideration to the local effects.

PASSES and APPROVED by the City Council of the City of
Petersburg, Alaska this day of December, 1989.

Mayor
ATTEST:

City Clerk
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Time to deal
State should buy Kachemak park inholdings

To appreciate how Homer-area residents feel about
Kachemak Bay State Pa I, consider an analogy lo
Anchorage’s Bicentennial Park. Several proposed
developments in the city’s midtown wilderness park
have stirred angry opposition. But imagine the outcry
if a private company owned Bicentennial Park’s
timber and wanted to turn loose the chainsaws.

That gives some sense of how people near Homer
feel about the possibility that the jewel of a park
across the ba%/ will be logged. And that prospect is no
idle threat. Seldovia Native Association owns some
25,000 acres in the park. The firm has already sold
timber rights on one-sixth of the lands.
~ The state would like to protect the park. To do so,
it's been t.ry|n? to work a land exchange with the
Seldovia firm for some 13 years without success.

But now comes hope a deal can he done. The state
has dropped the idea of a land trade in favor of
i)aylng_ cash. A new state estimate of what Seldovia’s
and i1s worth has brought the two sides closer
together than ever.

There’s just one large hurdle left: The legislature
must agree to fund the park purchase. Lawmakers
should seize the moment.

Gov. Cowper is asking for $17.8 million. That’s not
as much as the Seldovia firm and its timber partner
want, but it’s more than the land is worth as timber
property. The three parties can fine-tune the price as
the Ie%wlature reviews the funding Proposal.

Failing to strike a deal will have bitter
consequences. Any logging will disrupt China Poot
Bay, one of the area’s most popular and sensitive
estuaries. A ugIK scar will sit for all to see on the
Homer side of the bay. As state parks director Neil
Johannsen points out, the inevitable backlash could
||eop_ard|ze_publ|c support for more appropriate
0gging projects.
~ But the situation needn’t become so poisoned. Both
sides agree the land’s highest and hest use is a park.
fTh? state is willing to pay a price that reflects that
act.

The legislature should give the parks division
enough money to show the state is serious about a
deal. If the two sides will then quit ha?glmg over the
price, Seldovia Native Association will have a solid
deal for its shareholders and Kachemak Bay State
Park will get the protection it deserves,
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State of Alaska
MECTHE

Juneau

The Honorable Tim Kelly
President of the Senate
Alaska State Legislature
P.0O. Box V

Juneau, AK 99811

Dear Mr. President:

Under the authority of art. |I1l, sec. 18, of the Alaska
Constitution, I am transmitting a bill that enables the
state to acquire 37 square miles of inholdings within
Kachemak Bay State Park. The bill appropriates $17,820,000
to the Department of Natural Resources (DNR) to purchase all
of Seldovia Native Association®s land and Timber Trading
Company®s timber on this land in the park.

For 15 years the state has been working on various land

exchange proposals to acquire Seldovia Native Association®s

(SNA) 24,000 acres of inholdings that are within Kachemak

Bay State Park. The land was state-owned when the park was

established in 1970, but then it was subsequently acquired

by SNA under the Alaska Native Claims Settlement Act of

1971. In 1987, the timber on a portion of SNA"s land was

sold to Timber Trading Company (TTC), a subsidiary of Koncor
Forest Products.

This 24 ,000-acre parcel lies south and east of China Poot
Bay, extending south to Sadie Cove. This land 1is 1in the
center of Kachemak Bay State Park. China Poot Bay has high
fish and wildlife habitat values. The land owned by SNA has
high recreation and scenic values and lies directly across
Kachemak Bay from Homer.

Commercial recreation development and timber harvest have

been proposed on this land. Acquisition of SNA®"s Iland 1is

crucial to protect the public recreation, wildlife, and

scenic values of the park. Since October 1988, DNR, SNA and
TTC have been actively involved in developing a land

exchange. DNR was working towards separate exchanges with

SNA for the land and TTC for the timber rights. Consistent

with Alaska Statutes 38.50, we had intended to submit a

final exchange agreement to the Legislature for approval

this session. Efforts to develop a final exchange agreement
were slowed because of significant disagreements over the

appraised value of the land.



The Blonorable Tim Kelly Page 2

An appraiser hired by SNA arrived at two different values

of SNA®"s land in the park - $22.7 million and $25.6
million. We disagreed with both appraisals because the
appraiser used only parkland as comparable properties to
set the value of SNA land. The appraiser made few
adjustments to comparables to nddress differences in size,
location, and date of sale. DNR contracted for an 1in-—

dependent appraisal that valued the land at si12 million,
which SNA disagreed with.

In February, DNR established an appraisal review panel to

render their opi.nion of the value of SNA"s land. The panel

concluded the value of SNA®"s land, with the timber still in

place, 1is $17,820,000. Assuming that the timber was cut on

a portion of the land, the panel arrived at values for SNA's
land that ranged from $11.62 to $15.49 million.

On February 28, after an exchange of offers, DNRoffered SNA
$15.49 million, the highest value the panel arrived at
assuming the timber was harvested on a portion of the land.
SNA rejected this value unless the state was willing to pay

the full value 1in cash. SNA would agree to a land exchange
only if the state agreed to pay a higher value for SNA"s
land. DNR refused to consider an exchange that valued SNA®"s

land higher than $15.49 million because appraisals have not
substantiated a higher value.

We agree that $17.82 million 1is an acceptable value for
SNA®*s land. This is at the high end of the appraised
values, but this 1is a difficult parcel to appraise. This
value should be the same whether SNA"s land is acquired by
exchange or through a cash purchase.

I support a cash purchase recognizing that past landtrade
efforts failed, 1in part, due to differing opinions of the
value of SNA®"s land. SNA will not- negotiate an exchange
that is based on fair market value, but is willing to sell
its land for cash at fair market value.

I request that the legislature appropriate the funds to

purchase SNA"s land and TTC"s timber. The amount of time,

effort, and money spent by the state, SNA, and the people of
Alaska over fifteen years demonstrates that there is public

support for making Kachemak Bay State Park whole. The

length of time further demonstrates how difficult it has

been to reach an agreement suciT”s the one represented by

this bill. | urge your prompt and favorable action on this

measure.

Cowper
» "Governor



History:
Kachemak Bay State Park was created by the Alaska legislature in 1970. The following
year, the U.S. Congress passed the Alaska Native Claims Settlement Act (ANCSA), which entitled

Alaska Natives to receive land as settlement of aboriginal land claims (including federal lands
that had already been transferred to the state).

SNA selected and received title to over 29,000 acres of its ANCSA settlement from lands
within Kachemak Bay State Park. The SNA selections included ?oy coastline and other high

public use areas, including lands near China Poot Bay, one of tbe most beautiful and accessible
sites within the park.

In 1979, a Memorandum of Understanding between SNA and the state Department of
Natural Resources (DNR) was executed. Among other things, the memorandum committed the
state and SNA to exchange SNA’s park inholdings for state land of equal value.

In 1983 and again in 1985, the state and SNA successfully completed two small land
exchanges. Two larger exchange attempts were unsuccessful, and further negotiations waned. At
this writing, SNA still owns 23,642 acres within the park.

Recent Developments:

Roughly two years ago, it was disclosed that SNA had sold timber cutting rights on 15,400
acres ofits park inholdings as well as other nearby SNA land to Koncor Forest Products Com-
pany, through its subsidiary Timber Trading Company (TTC).

With a twelve year timber harvest contract (from May 30,1987 until April 30, 1999), TCC
planned to begin logging operations in the near future. These plans dismayed a number of people
who appreciate the recreational and scenic values of Kachemak Bay State Park, and who want to
see the integrity of the park preserved.

Almost immediately, a statewide grass roots effort to revive the trade started, and a new
round of negotiations began. Participants included representatives from DNR, SNA, TTC, mem-
bers of the Kachemak Bay Citizen’s Coalition, and local representatives.

The first step in the revived exchange process was to assemble a pool of state land to offer
SNA. Once DNR completed this, the next step was an appraisal of SNA’s land within the park.

An independent appraiser, under contract to SNA, arrived at two different values for
SNA’s property within the park, depending on the potental for timber harvest was treated: $22.7
million and $25.6 million. Market value oftimber was considered in addition to this, and at one
point, the total value of the inholdings was estimated to be in the area of $32 million.

DNR officials disagreed with the methods used by SNA’s appraiser, maintaining that these
values were not substantiated. DNR then contracted for its own independent appraisal, which
placed the land values at $r2 million. SNA disagreed with this value.

In February, an arbitration panel of three independent appraisers was selected by DNR
and SNA to review the appraisals and render an opinion of the value of SNA’s property. Though
SNA agreed to the panel, it did not agree to be bound by the panel’s results.

After some deliberation, the panel concluded that the value of SNA’s land, with the timber
left in place, was $17.82 million. Iftimber on a portion of those lands were harvested, the value



for tho land alone ranged from $11.62 to $15.49 million, depending on what assumptions were
made regarding the impact of any potential timber harvest. SNA still felt these values were too
low, but agreed to negotiate.

After an exchange of offers and counter-offers, an agreement was reached on February 28,
1990. Under the terms of this accord, the state declared its willingness to purchase the balance of
SNA’s lands within Kachemak Bay State Park for $15.49 million. Though the figure is at the
high end of the arbitration panel’s valuation, DNR concedes that it is a very difficult parcel to
appraise. SNA has assented to this price only if the state makes an outright purchase of the
property, not an exchange of land.

Timber;

TCC's Kmber within the park has been recently appraised as having a market value of $6.4
million, and the DNR has been working on state acquisition of TTC’s timber within the park
through an equal value timber exchange. State timber available for an exchange is limited. After
considerable effort, TTC and the state agreed on two suitable parcels for an exchange: one near

Thorne Bay on Prince of Wales Island, and the other at Frederick Point on Mitkof Island, near Pe-
tersburg.

The Thorne Bay timber is primarily red cedar (44%) and western hemlock (41%), with
some Sitka spruce (11%). At this time, market prices for red cedar are dropping, and it is ex-
pected this trend will continue. This price drop has affected negotiations between the state and
TCC. Additionally, there is some objection by Thome Bay residents to harvest in this area,

though such objection may be lessened if harvest would result in construction of a road to Tolstoi
Bay.

The Mitkof Island parcel is composed mainly of western hemlock (61%) and Sitka spruce
(36%). The timber values are high, and the market for hemlock & spruce appears to be relatively
stable. However, substantial portions of Mitkof Island have already been harvested, and there is
strong objection by Petersburg residents to any further harvest.

In light of the political reality that without approval from area residents, any exchange of
timber (and subsequent harvest by TTC) of the Thome Bay and Mitkof Island areas will be very
difficult to accomplish, another option has been chosen: the cash purchase of TTC’s timber within
Kachemak Bay State Park.

Legislation:

House Bill 590 (and a Senate companion bill, Senate Bill 536) was introduced by the Gov-
ernor on March 28,1990. The measure provides an appropriation of $17.82 million for the out-
right purchase of both land and timber inholdings within Kachemak Bay State Park.

What the State will Gain:

Seldovia Native Association's 23,642 acres are in the center of Kachemak Bay State Park,
lying south and east of China Poot Bay, and extending southward to Sadie Cove. This comprises
the "heart™ of the park, and is noted as one of the most beautiful scenic areas in the state. Be-
cause ofiits high recreational values as well, state acquisition of these inholdings will protect and
preserve the integrity of the park for generations to come.



Scenic arid Recreational Values

A large portion of SNA’s park inholdings are highly visible from Homer and the Homer Spit, with
China Poot Eay being the centerpiece for this breathtaking tableau. A photograph of China Poot, taken
from the Ho tier side, was used by the Nation Geographic Society in its 1990 calendar, “Seashores
of the World.” The proposed timber harvest would include most of these scenic uplands.

Scenic flights and fly-in fishing trips are con-
ducted by at least two Homer based flight services,
and there are numerous charter boat operators offer-
ing scenic and fishing tours ofthe area. A major com-
mercial lodge is located at China Poot Bay, directly
across from SNA’s land, and the Center for Alaska
Coastal Studies is located on the Island Peninsula
between Peterson bay and China Poot Bay. There are
smaller lodges, private residences and cabins located
along Peterson Bay, Neptune Bay, Sadie Cove and
Halibut Cove. Most park users feel strongly that any
logging of this pristine area would threaten the pri-
mary uses ofthe park, which are based on fishing and
tourism. The common focus ofthe Homer and Kache-
mak Bay communities is to enhance and encourage
greater recreational opportunities, while retaining the
wilderness values of the park.

Most recreational use of Kachemak Bay State
Park is concentrated on or adjacent to ws'Ajr -pleasure
boating, sport fishing, clam digging, kayaking, crab-
bing, shrimping, beachcombing, photography, scuba
diving and wildlife observation. Visitor use figures for
Kachemak Bay State Park are hard to determine, and
are incomplete, but annual visitor use day counts
taken during periods from 1982 to 1989 range from
21,444 (seven-month period in 1982) to 27,134 (four-
month period in 1987). A visit to the bay on any
summer day make3 it obvious that the park is one of
the most heavily used recreational areas in southcen-
tral Alaska.

Since many beach areas provide firewood, tent
sites, and occasional drinking water, they are impor-
tant focal points for recreational activities, including
picnicking, camping and hiking. Many of the existing
trailheads in the park (see Fig. 2) are located on
beaches, and thus are entry points for other upland ac-
tivities -hunting, backpacking, mountaineering and
skiing. As the trail system improves, backpacking is
becoming more popular, and improved access has
spurred an increase in mountaineering and skiing on
the park's many snowfields and glaciers.

Natural fish runs, combined with Dept, of Fish
& Game enhancement programs, provide fishing op-
portunities that attract large numbers ofboth sport

and commercial fishermen to Kachemak Bay waters.
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Fiscal Note Analysis
(%or »
"An Act including employment of officials at amateur sports events..."

AS 23.20.526(a)(23) excludes sports officials at amateur sporting events from coverage under
the Emgloym,ent Security Act for_unemployment insurance. This exclusion presents “an issue
with the requirements of section 3304(af(6¥(A) of the Federal Unemployment Tax Act.

Conformity proceedings against Alaska are presently pendin_?. A final ruling by the U.S.
Department of Labor”that” Alaska’s law is out of conformi X with federal law ‘carries the
penalty of loss of FUTA credit to all Alaska’s employers (5.4 percent of the first $7,000 of

wages for each employeg). Additions1 sanctions would be the loss of federal administrative

funds for Employment Services (including Youth Employment Services' *nd Unemployment

Kmsturance programs as well as federal program funds for Title HI, Job Training Partnership
ct



STEVE COWPER

STATX Or A LAHItA
HEMmr te
JUNI'AU

April 3, 1990

The Honorable Tim Kelly
President of the Senate
Alaska State Legislature
P.O. Box V

Juneau, AK 99811

Dear Mr. President:

Under the authority of art. 111, sec. 18, of the Alaska
Constitution, I am transmitting a bill that removes the
exclusion of officials at amateur sports events from
unemployment insurance.

In the final hours of the 1989 legislative session, SCS
CSHB 147 (L&C) was amended to exclude those officials from

unemployment 1insurance. (Ch. 100, SLA 1989.) Section 26
of the final Dbill amended AS 23. 20.526(a) by adding a new
paragraph (23) to the list of exclusions. The U.S.

Department of Labor (USDOL) subsequently advised the Alaska
Department of Labor that this provision creates an issue of
conformity with federal law.

The Federal Unemployment Tax Act (FUTA) requires that all
employees of government entities and nonprofit
organizations be covered for unemnlovment insurance.
Therefore, the exclusion of sports officials working for a
government or nonprofit entity presents an 1issue of
noncompliance with the requirements of sec. 3304(a)(6)(A)
of FUTA.

Conformity proceedings against Alaska are presently
pending. A final ruling by the USDOL that Alaska®s law is
out of conformity with FUTA carries the penalty of loss of
FUTA credit to all Alaska®"s employers (5.4 percent of the
first $7,000 of wages), plus the 1loss of administrative
money for our employment security division (which 1is
federal money) and Job Training Partnership Act, Title 111

money. To avoid these punitive measures, I recommend
repeal of the 1989 provision that excludes sports officials
from unemployment insurance < .r early

passage of this bill.



SENATE BILL 542 - SPORTS OFFICIAL - U.l. BENEFITS

Senate Bill 542, introduced at the request of the Governor,
repeals a provision that excludes sports officials from

unemployment 1insurance coverage.

In the final hours of the 1989 legislative session,
legislation was amended to exclude those officials from
unemployment insurance. The U.S. Department of Labor
subsequently advised the Alaska Department of Labor that this

provision creates an lIssue”conformity with federal law.

The Federal Unemployment Tax Act (FUTA) requires that all
employees of government entities and nonprofit organizations
be covered for unemployment insurance. Therefore, the
exclusion of sports officials working for a government or
nonprofit entity presents an issue of noncompliance with the

requirements of FUTA.

Conformity proceedings against Alaska ar i presently pending.
A final ruling that Alaska®s law i1s out of conformity with
FUTA carries severe penalties. To avoid these punitive
measures, it is necessary to repeal the 1989 provision which
excludes sports officials from unemployment insurance

coverage. I recommend passage of SB 542.



ADDITIONAL INFORMATION

1. The possible penalty includes ——

a) loss of FUTA credit to all Alaska®s employers (5.4
percent of the first $7,000 of wages)

b) loss of administrative money for our employment
security division

c) loss of administrative money for the Job Training
Partnership Act, Title 11l money



823.20.526 A laska Statutes Supplement 8§23.20.526

Sec. 23.20.526. Exclusions from definition of "employment”,
(@ In this chapter, unless the context otherwise requires, "employ-
ment” does not include

(1) domestic service in n private home, except as provided in AS
23.20.525(a)( 15);

(2 newshoys’ services in selling or distributing newspapers on the
street or from house to house;

(3) service not in the course of the employing unit’s trade or busi-
ness performed in a calendar quarter by an individual, unless the cash
remuneration paid for the service is $50 or more and the service is
performed by an individual who is reqularly employed by the employ-
Ing unit to perform the service; an individual is here considered to be
regularly employed to perform service not in the course ofan employ-
Ing unit's trade or business during a calendar quarter only if the
individual performs the service for some portion of the day on each of
some 24 days during the quarter or during the preceding calendar
quarter.

(@) service performed by an individual in the employ of the individ-
ual’s son, daughter, or spouse, and service performed by a child under
the age of 18 in the employ of the child’s father or mother;

(5) service with respect to which unemployment insurance is pay-
able under an unemployment insurance program established by an
Act of Congress;

(6) service performed in the employ ofa foreign government includ-
ing service as a consular or other officer or employee or a nondiplo-
matic representative;

(7) service performed in the employ of an instrumentality wholly
owned by a foreign government if

(A) the service I1s ofa character similar to that performed in foreign
countries by employees of the United States government or its instru-
mentalities; and

(B) the department finds that the United States Secretary of State
has certified to the United States Secretary of the Treasury that the
foreign government, with respect to whose instrumentality exemption
is claimed, grants an equivalent exemption with respect to similar
service performed in the foreign country by employees of the United
States government and its instrumentalities;

(8) service performed by an insurance agent, insurance solicitor, a
real estate broker, a real estate salesman or a securities salesman to
the extent the person is compensated by commission, unless the ser-
vice is required to be covered under the Federal Unemployment Tax
Act as amended.

(9 notwithstanding AS 23.20.525(a)(ll), service performed by an
officer or member of the crew of an American vessel on or in connec-
tion with the vessel, if the operating office, from which the operations
of the vessel operating on navigable waters inside or inside and out-

823.20.526 Labor and W orkers Compensation 823.20.526

side the United States are ordinarily and reqularly supervised, man-
aged, directed and controlled, is outside this state;

(20) service performed on or in connection with a vessel not an
American vessel by an individual if the individual performed service
on and in connection with the vessel when outside the United States;

(12) service performed in the employ of the United States govern-
ment or an instrumentality of the United States exempt under the
Constitution of the United States from the contributions imposed by
this chapter, except that to the extent that the Congress of the United
States permits states to require an instrumentality of the United
States to make payments into an unemployment fund under a state
employment security law, all of the provisions of this chapter apply to
the instrumentalities, and to service performed for the instrumentali-
ties in the same manner, to the same extent, and on the same terms as
to all other employers, employing units, individuals, and service; how-
ever, ifthis state is not certified for any year by the Secretary of Labor
under 26 U.S.C. 3304(c) (Federal Unemployment Tax Act, Internal
Revenue Code), the payments required of the instrumentalities with
respect to the year shall be refunded by the department from the fund
in the same manner and within the same period as is provided in AS
23.20.225 with respect to contributions erroneously collected;

(12) service performed in the employ of another state, or political
subdivision of another state, or an instrumentality ofanother state or
political subdivision which is wholly owned b3’ another state or its
political subdivision, or a service performed in the employ of an in-
strumentality of another state or its political subdivisions to the ex-
tent that the instrumentality is, with respect to the service, exempt
under the Constitution of the United States from the tax imposed by
(2:6dU).S.C. 3301 (Federal Unemployment Tax Act, Internal Revenue

ode);
~(13) service performed in the employ of an international organiza-
tion;

(14) service covered by an election approved by the a?ency charged
with the administration of any other state or federal employment
security law, in accordance with an arrangement under AS
23.20.090(a) during the effective period of the election;

(15) service performed by an individual in agricultural labor, ex-
cept as provided in AS 23.20.525(a)(16); the term "agricultural labor”
means remunerated service

(A) on a farm, in the employ'ofan?]/ person in connection with culti-
vating the soil, or in connection with raising or harvesting any agri-
cultural or horticultural commodity, including the raising, shearing,
feeding, caring for, training, and management of livestock, bees, poul-
try, and fur-bearing animals and wildlife;

(B) in the employ ofthe owner or tenant or other operator of a farm,
in connection with the operation, management, conservation, im-
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provement, or maintenance of the farm and its tools and equipment,
or in salvaging timber or clearing land of brush and other debris left
by a hurricane, if the major part of the service is performed on a farm;

(C) in connection with the production or harvesting of any commod-
ity defined as an agricultural commodity in 12 U.S.C. 114lj (§8 15(),
Agricultural Marketing Act), as amended, or in connection with the
operation or maintenance of ditches, canals, reservoirs, or waterways,
not owned or operated for profit, used exclusively for supplying and
storing water for farming purposes;

(D) in the employ of the operator of a farm in handling, planting,
drying, packing, packaging, processing, freezing, grading, storing or
delivering to storage or to market or to a carrier for transportation to
market, in its unmanufactured state, any agricultural or horticultural
commodity; but only if the operator produced more than one-half of
the commodity with respect to which the service is performed except
as stated in (b) of this section;

(E) in the employ of a group of operators of farms, or a cooperative
organization of which the operators are members, in the performance
of service described in (D) of this paragraph, but only if the operators
produced more than one-half of the commodity with respect to which
the service is performed;

(F) ona farm operated for profit if the service is not in the course of
the employer’s trade or business;

16 fRepeaIed, § 25 ch 122 SLA 1977]

él?% service performed after December 31, 1971, by nurses, techni-
cians, and other professional employees of hospitals no part of the net
earnings of which inures to the benefit of a private shareholder or
individual, unless the service is required to be covered under the Fed-
eral Unemployment Tax Act;

(18) [Repealed, § 25 ch 122 SLA 1977.]

é19; [Repealed, § 80 ch 9 SLA 1980.]

20) service performed by an individual on a boat engaged in catch-
ing fish or other forms of aquatic animal life under an arrangement
with the owner or operator of that boat under which

(A) that individual does not receive any cash remuneration except
as provided in (B) of this paragraph;

(B) that individual receives a share of the boat’s, or the boats’in the
case ofa fishing operation involving more than one boat, catch of fish
or other forms of aquatic animal life or a share of the proceeds from
the sale of that catch; and

(C) the amount of that individual’s share dependson the amount of
the boat’s, or the boats’ in the case of a fishingoperation involving
more than one boat, catch of fish or other forms ofaquatic animal life;
but only if the operating crew ofthat hoat, or each boat from which the
individual receives a share in the case ofa fishing operation involving
more than one boat, is normally made up of fewer than 1C individuals;

04w
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(Ztl) service performed os a prospective or impaneled juror in a
court;

(22) service performed for a corporation by an employee of the cor-
poration if

(A) the corporation is incorporated under AS 10.06;

(B) the corporation is not a government corporation; and

(C) the employee is un executive officer of the corporation;

(23) service performed as an official at an amateur sports event,

(b) Notwithstanding any other provision of this section, the provi-
sions of (a)(15)(D) and (E) of this section are not applicable to service
performed in connection with commercial canning or commercial
freezing or in connection with any agricultural or horticultural com-
modity after its delivery to a terminal market for distribution for
consumption.

(©) In (a)(15) of this section, "farm” includes stock, dairy, poultry,
fruit, fur-bearing animal, and truck farms, plantations, ranches, nurs-
eries, ranges, greenhouses or other similar structures used primarily
f(rJ]r tdhe raising of agricultural or horticultural commodities, and or-
chards.

(d) For the purposes of AS 23.20.525(a)(4) — (6) and (14), the term
"employment” does not apply to service performed

(1) by a duly ordained, commissioned, or licensed minister of a
church in the exercise of the person’s ministry or by a member of a
religious order in the exercise of duties required by the order;

(2) in a facility conducted for the purpose ofcarrying out a program
ofrehabilitation for individuals whose earning capacity is impaired by
age or physical or mental deficiency or injury or providing remunera-
tive work for individuals who, because of their impaired physical or
mental capacity, cannot be readily absorbed in the competitive labor
markket by an individual receiving the rehabilitation or remunerative
work;

(3) as part of an unemployment v/ork-relief or work-training pro-
gram assisted or financed in whole or in part by any federal agency or
any agency of a state or political subdivision of the state, by an indi-
vidual receiving work relief or work training;

(4 for a state hospital by an inmate of a prison or correctional
institution;

(5) in the employ of a school, college, or university, if the service is
performed by a student who is enrolled and is regularly attending
classes at the school, college or university;

(6) by an individual under the age of 22 who is enrolled at a non-
profit or public educational institution which normally maintains a
reqgular faculty and curriculum and normally has a regularly orga-
nized body of students in attendance at the place where its educa-
tional activities are carried on as a student in a full-time program,
taken for credit at the institution, which combines academic instruc-
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SENATE BILL 543 - AIRCRAFT MAINTENANCE FACILITY

Senate Bill 543 provides the necessary authorization for the
Alaska Industrial Development and Export Authority to 1issue
bonds to finance the acquisition, design, and construction of
a multi-bay aircraft maintenance facility to be located at the

Anchorage International Airport.

Currently”™ few facilities exist in the State to handle major
and minor maintenance of the commercial jet aircraft that
serve the State. Instead, most aircraft maintenance 1is
conducted out of the state. An aircraft maintenance facility
in Alaska would create jobs for Alaskans and could strengthen
Alaska®"s role as an international air crossroads at a time
when overflights are reducing some of Alaska®"s international
passenger flights. The facility could also make maintenance
activities more convenient for interstate and intrastate
airlines by locating a maintenance base at the same airport

through which many of the aircraft are routed.

The Senate Labor and Commerce Committee Substitute added
sections 3 and 4 which modify AIDEA"s current statute to
facilitate this project. This aircraft maintenance facility
will be an asset to the State and | recommend passage of

Senate Bill 543.



ADDITIONAL INFORMATION

1.

The Maintenance facility would include an enclosed hangar
and associated support shops, and an aircraft parking
apron for outdoor maintenance and equipment staging.

Currently while no major airlines have committed to lease
v.he facility, both Alaska Airlines and Federal Express
have officially notified AIDEA of their interest. SB 543
will give AIDEA the ability to move quickly to finance
the facility once negotiations for leases with potential
users are successfully concluded.

Sec. 2 contains an exemptionfrom the state procurement
code (AS 36.30). This exemption would give airport
projects owned by AIDEA the same treatment under the
state procurement code afforded to the Department of
Transportation and Public Facilities. Airports projects
are specialized facilities that must be tailored to
industry standards.

Sections 3 and 4 are from HB 123 which are necessary to
allow the aircraft maintenance facility to proceed.

Sec. 3 establishes the scope of the revolving fund. The
revolving fund is currently made up of two separate
accounts: the Enterprise Development Account where loans
are originated and financed through banks, and the
Economic Development Account designated for major
development projects. The additions allow the Authority
to create additional accounts within the unrestricted
accounts of the revolving fund, and transfer monies
between accounts subject to bond-holder agreements. The
investment powers are moved into the revolving fund,
allowing i1t to function as the general fund and be
invested in accordance with Title 37.

Sec. 4 is a conforming change. The deletion in this
section 1is in conjunction with the changes in Section 3
and moves the investment powers limitation into the
revolving fund as opposed to applying only to an account
within the fund.

AS 44.88.172(b) 1is deleted as the CS sets up a revolving
fund and all accounts become part of the revolving fund.



AIRCRAFT MAINTENANCE FACILITY
ANCHORAGE INTERNATIONAL AIRPORT

l. PROJECT DESCRIPTION

The Alaska. Industrial Development and Export Authority (AIDEA) haa agreed
to explore with the Alaska International Airport System (AIAS), Federal
Express, Alaslca Airlines and other airlines the feasibility of developing
an aircraft maintenance facility at Anchorage International Airport*
Contacts within the airline industry indicate there is a need for a
maintenance facility to serve both videbody and narrowbody aircraft.

11. PROJECT SCOPE

The maintenance facility would include an enclosed hangar and associated
Bupport shops, and an aircraft parking apron for outdoor maintenance and
equipment staging. The final scope would be subject to negotiations with
facility users.

111, COST ESTIMATE

Preliminary cost estimates range from $25 million to $50 million,
depending on the number of users and their requirements. In addition, up
to $8 million would be required for site preparation, an aircraft parking
apron, and a possible taxiway extension.

Financing of the facility would be through the issuance of AIDEA debt
backed and financial guarantees secured from the airlines that will use
the facility.

IV. DEVELOPMENT SCHEDULE

The project development sequence is as follows:

Phase | - Obtain Airline consensus and commitments.
Phase Il - Design development, permitting, and financing.
Phase 11l - Construction

Phases I and Il are expected to be complete in 1990 and early 1991 with
construction (Phase I1l1) activities scheduled to start during mid to late
1991.

V. OPTIONS FOR FACILITY USB, OWNERSHIP, AND OPERATION

There are a wilde variety of options for use, ownership, and operation of
the maintenance facility. Private sector users could include either
airlines, nonairline users such as Boeing Co., or perhaps a consortium of
users. Public sector ownership by AIDEA will be advantageous because of
the financial benefits of tax exempt financing.
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VI.

E/£'d

Options for operation include:

a) operation by a single airline such aa Federal Express, Alaska
Airline#, or another airline;

b) operation by multiple airlines who lease parts of the facility; or

c) operation by a third party nonairline operator.

FACILITY NEEDS AND BENEFITS ANALYSIS

Anchorage and Fairbanks International Airports handle over 75,000
eommarcial aviation flights per year. Yet few facilities exist in the
state to handle major and minor maintenance of the commercial Jet
aircraft that B«rve or transit the state. Instead, most aircraft
maintenance is conducted in facilities in the lower 48 states.

0 An aircraft maintenance facility in Alaska would create a high-tech
industry and a new income source for Alaskans.

e The facility could strengthen Alaska®s role as an international air
cross roads at a time when overflights are reducing some of Alaska®s
international passenger flight.

e The facility would help to attract new international air carriers and
solidify the presence of existing airlines by providing one of the
basic support services that the international airlines need.

0 The facility could also make maintenance activities more convenient

for interstate and intrastate airlines by locating a maintenance base

at the place from which many of their aircraft are operated.

Approximately 125 construction jobs will be created by the project.

0 Approximately 100 direct and indirect permanent Jobs would be created
as a result of the project.

bait) IT:80 06/ £0 AW



AIRCRAFT MAINTENANCE FACILITY
ANCHORAGE INTERNATIONAL AIRPORT
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Anchorage and Fairbanks International Airports handle over 75,000
commercial aviation flights per year. Yet tew facilities exist
in the State to handle major and minor maintenance of the
commercial jet aircraft that 3erve the State. Instead, most
aircraft maintenance is conducted in facilities in the Lower 48

States.

An aircraft maintenance facility in Alaska would create jobs and
income for Alaskans. The fa cility could strengthen Alaska's
role as an international air crossroads at a time when
overflights are reducing some of Alaska's international passenger
flights. The facility would help to attract new international
air carriers and solidify the presence of existing airlines by
providing one of the basic support services that the
international airlines need. The facility could also make
maintenance activities more convenient for interstate and
intrastate airlines Marka-irr by locating a
maintenance base at the same place as many of their aircraft are

operated.
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The Alaska Industrial Development and Export Authority (AIDEA)
has agreed to explore with the Alaska International Airport
System (AIAS), Federal Express, Alaska Airlines and other
airlines the feasibility for development of an aircra ft
maintenance fa cility at Anchorage International Airport. Initia l
contacts within the airline industry indicate that there is a
need for a maintenance facility to serve both widebody and

narrowbody aircra ft.

. Project Scope
The maintenance facility would include an enclosed hangar and

associated support shops, and an aircraft parking apron for

outdoor maintenance and equipment staging. drawing
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final scope would be subject to negotiations with hangar users.

 Cost Estimate
Preliminary cost estimates range from $25 m illion to $50 m illion,
with the final cost depending on the numbor of users and their
requirements. In uddition, up to $8 million would be required
for site preparation, aircraft parking apron, and possible

taxiway extension.



e Ownership and Use Options
There are a wide variety of options for ownership and use of the

maintenance facility. Private sector users could include either
an airline or nonairiine user., or perhaps a consortium of
Public sector ownership by AIDEA wfli be advantageous

because of the financial benefits or tax exempt financing.

Operation and use options include: (a) operation by a single
airline such as Federal Express, Alaska Airlines, or another
airline, (b)operation by multiple airlines who lease parts of the
facility, or (c) operation by a third party nonairline operator.
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The Honorable Tim Kelly

President of the Senate

Alaska State Legislature
P.0. Box V

Juneau, AK 99811

Dear Mr. President:

Under the authority of art. 111, sec. 18, of the Alaska
Constitution, I am transmitting a bill vrelating to the
development of an aircraft maintenance facility at the
Anchorage International Airport. This bDbill provides the
authorization necessary for the Alaska Industrial
Development and Export Authority (AIDEA) to issue bonds to
finance the acquisition, design, and construction of a
multi-bay aircraft maintenance facility. The facility will
be owned by AIDEA.

The maintenance facility would 1include an enclosed hangar
and associated support shops, and an aircraft parking apron

for outdoor maintenance and equipment staging. An aircraft
maintenance facility in Alaska would create jobs and income
for state residents. The facility could strengthen the

state"s role as an international air crossroads at a time
when overflights are reducing some of the state’s
international passenger flights. The facility would help
to attract new international air carriers and solidify the
presence of existing airlines by providing one of the basic
support services that the international airlines need. The
facility could also make maintenance activities more
convenient for interstate and intrastate airlines by
locating a maintenance base at the same airport through
which many of the aircraft are routed.

While no major airlines have committed to Jlease the
facility, both Alaska Airlines and Federal Express have
officially notified AIDEA of their interest. This bill
will give AIDEA the ability to move quickly tofinance the
facility once negotiations for leases with potential users

are successfully concluded. Out of respect for a
coordinate branch of state government, | am seeking the
authorization required by AS 44.88.172(c) to 1issue bonds to
finance the maintenance Tfacility; 1 have been advised by

the attorney general that 1 am not required to obtain this
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approval because sec. 172(c) 1is of doubtful constitutional
validity.

The bill also contains an exemption from the state
procurement code (AS 36.30). This exemption would give
airport projects owned by AIDEA the same treatment under
the state procurement code afforded to the Department of

Transportation and Public Facilities (DOT/PF). Under
AS 36.30.850(b)(8), contracts relating to airports are
exempt from the code. Airport projects are specialized

facilities that must be tailored to industry standards.
DOT/PF has learned that the primary users of airport
facilities are eager to take responsibility for facilities
that they will ultimately be vrequired to use under the
terms of a long-term financing lease. Such a transfer of
responsibility not only assures a satisfied customer, it
also shifts the responsibility from the state to the user
for liability stemming from the implementation of the
project.

The Alaska International Airport System will be submitt:

a separate budget amendment that will authorize the
expenditure of up to $8,000,000 in airport revenue for Sxte
development for the maintenance facility.
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ANALYSIS

Section 1 ofthis bill would give AIDEA the authority to issue up to $50 million
in bonds for the acquisition, design and construction of a multi-bay aircraft

maintenance facility located at Anchorage International Airport to be owned by
the authority.

Prehminary cost estimates range from $25 million to $60 million, with the final
cost depending on the number of users and their requirements.

o Development Schedule

The project development sequence is as follows:

Phase | - oObtain airline consensus and commitments
Phase 11 - design development and permitting
Phase H | - construction

It is expected that Phases | and Il would be completed in 1990
and Phase m in 1991.

Section 2 of this bill would exempt AIDEA from the competitive bidding
requirements of the state procurement code (AS 36.30) for contracts related to
airport construction. The exemption would give the project the same status
under the procurement code as other airport projects undertaken by the
Department of Transportation and Public Facilities (see AS 36.30.860(b)(8)).

This would allow the delegation to users the responsibility for the design and
construction facilities that are intended for a special airport use. This approach
recognizes that the state and primary users are partners in the project and that
the facility should be designed with the special needs of the user in mind. The
state also benefits by extracting indemnification from the user for any liability
related to the performance under the delegation.

No separate legislative appropriation is required for AIDEA to issue the revenue
bonds; therefore, the fiscal note is zero.

6663D/040290a
Page 2 of 2
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IN THE SENATE BY THE LABOR & COMMERCE COMMITTEE
2

CS FOR SENATE BILL NO. 5A3 (L&C)
s IN THE LEGISLATURE OF THE STATE OF ALASKA
* SIXTEENTH LEGISLATURE - SECOND SESSION
5
A BILL
For an Act entitled: "An Act authorizing the Alaska Industrial Development

and Export Authority to issue bonds for an aircraft
8
maintenance fa cility located at the Anchorage Inter-

national Airport; relating to the accounts of the

10

authority and the financing of development projects
1

by the authority; granting the authority an exemption
r

from the State Procurement Code for contracts relat-
13

ing to airports; and providing for an effective
14

date."

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

16
* Section 1. The Alaska Industrial Development and Export Authority may

17
issue bonds to finance the acquisition, design, and construction of a

18
multi-bay aircraft maintenance facility located at Anchorage International

0 Airport, to be owned by the authority. The principal amount of the bonds
Z)may not exceed $50,000,000. This section grants the legislative approval
a required by AS 44.88.090 and 44.88.172(c).

2 * Sec. 2. AS 36.30.850(b)(8) is amended to read:

2 (8) acquisitions or disposals of property or other con-
2 tracts relating to airports under AS 02.15.070, 02.15.090, [AND]
2 02. 15.091, and AS 44.88;

2 * Sec. 3. AS 44.88.060 is amended to read:

“ Sec. 44.88.060. ALASKA INDUSTRIAL DEVELOPMENT .ND EXPORT AU-

28
THORITY REVOLVING FUND. The Alaska Industrial Development and Export

29
Authority revolving fund is established in the authority. The

-1- CSSB 543(L&C)
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*

*

revolving fund consists of appropriations made to the revolving fund
by the legislature, money or other assets transferred to the revolving
fund by the authority, and unrestricted payments on loans made or
purchased by the authority. Unless otherwise expressly stated, the
accounts created in this chapter are accounts in the revolving fund.
The authority may create additional accounts either in the revolving
fund or outside the revolving fund. Subject to agreements made with
the holders of the authority's bonds or with other persons, the
authority may transfer amounts in an account in the revolving fund to
another account in the revolving fund. Amounts deposited in the
revolving fund may be pledged to the payment of bonds of the authority
or expended for the purposes of the authority under this chapter. The
authority has the powers and responsibilities established in AS 37.-
10.071 with respect to the investment of amounts held in the revolving
fund.

Sec. 4. AS 44.88.155(c) is amended to read:

(c) Money and other assets of the enterprise development account
may be used to secure bonds of the authority issued to finance the
purchase of loans for projects [AND SHALL BE HELD AND INVESTED BYTHE
AUTHORITY IN ACCORDANCE WITH AS 37.10.071 ] or shall be used topur-

chase loans for projects.

Sec'. 5. AS 44.88.172(b) is repealed.

Sec. 6. This Act takes effect immediately under AS 01.10.070(c).

CSSB 543(L&C) -
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STEVE COW PER,

DEPARTMENT OF COMMERCE & P.0. BOX D

GOVERNOR

ECONOMIC DEVELOPMENT JUNEAU, ALASKA 99811-0800

PHONE: (907) 465-2500

OFFICE OF THE COMMISSIONER

April 30, 1990

Hor.orable Lloyd Jones
Alaska State Senate
P.0. Box V

Juneau, AK 99811

Attention Charlie Miller
Dear Senator Jones:

Re: A Senate Bill Entitled: "An Act relating to
the investments of financial institutions."”

To our knowledge, the above-proposed*legislation would only
affect the program administered by the Division of Banking,
Securities and Corporations, within the Department of Com—
merce and Economic Development.

Sincerely, f\

Larry Merculieff
Commissioner

LM/WFK/mstl 512m
043090a
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26 April 1990

Senator Lloyd Jones

Dear Lloyd:

I hate to bother you this late in the session with a request like
this, and I am sure you hate to get letters that s,tart like this,
but we need some help.

What we need 1is a minor, technical amendment to the Alaska Banking
Statutes to allow state chartered commercial banks to own stock 1in
the Federal Home Loan Bank. More specifically, we need the language
"or a Federal Home Loan Bank™ added to paragraph (10) of subsection
(@) of AS Sec. 06.05.270. Investments. | have attached a copy of
the current statute with the appropriate section highlighted and
the requested language written in. The Director of Banking, Willis
Kirkpatrick, has told us that his department will support this
change.

By way of background, the S & L bailout legislation known by the
acronym FIRREA that was passed at the national level last fall
contains a provision that allows commercial banks that meet certain
gualifying asset tests to join the Federal Home Loan Bank systen.
However, membership in the system requires an investment in Federal
Home Loan Bank stock. This is a common requirement for programs of
this nature, and is the reason for the current section of State law
that allows ownership of stock in a Federal Reserve Bank or the
Federal National Mortgage Association.

We have several reasons why we want to join the Federal Home Loan
Bank system, and why we think it will be of significant benefit to
thr. communities we serve in Southeast Alaska. First of all, one of
the primary functions of the FHLB 1is to finance and support the
development of affordable housing for moderate and Ilow-income
families. There 1is no question of the need for programs of this
nature in Southeast Alaska and the rest of the state. Second, the
FHLB provides 1its members with extensive correspondent services
that 1include providing reliable souices of short and 1long term

funds at favorable rates, expanded residential lending
opportunities, and an array of programs that improve opportunities
for management of interest rate risk. In this regard, | have

enclosed some supporting material that describes the benefits of
membership in some detail.

MAIN OFFICE: POST OFFICE BOX 7920, KETCHIKAN. ALASKA 99901 < 907-225-6101
MEMBER FDIC = OFFICES AT KETCHIKAN. CRAIG, PETERSBURG, SITKA



I have sent this same letter to Representatives Robin Taylor and
Cheri Davis. | apologize for bringing this matter up this late in
the session and certainly understand that it may be too late to do
anything this year. However, there shouldn®t be any controversy
associated with the proposed amendment, and if we can get it
through this year we could start taking advantage of some of these
programs this summer.

Thank you 1in advance for your consideration of this matter. Once

you have had a chance to review this material, please let me know
what your thoughts are.

Sincerely.

Wi
President

Enclosures
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Federal Home Loan Bank of Seattle
Organizational Structure

Charter:

- One of tnelve regiaal banks geeratang under fackral datar. Armately onned
by member fracal rsatUtios.

Oversigit Agency Tar FHLB Seattle and other eleven FHLBs:

- Federal Housing Finance Board (HB)

. FHLB of Seattde Board of Directors:

Nine CEOs elected franmember 'rsliuios( @ - x

Six pLbllic narestdirectars gopointed by FHFB

Balance Sheet
G nnillios)
12/31/89 12/31/83
Advances (Member borromings) $,006 $0,628
Cash & Inestments 1,819 1,100
Other 110 113
Total Assets $10,934 $10,842
Consolicated ligatias 0,074 0,067
Member Dgoosits 1 &6l
Other LEnilitiess 206 249
Total Lenilites $10,201 80,977

Founty $733 $365



Afforcable HouaID

Finance Programs and Tecnical Assistance Services

FEDERAL HOME LQAty BAN

The Federal Home Loan Bank of Seattle is a
private, wholesale bank serving lenders in the
12th District, which includes Alaska, Hawaii,
Idaho, Montana, Oregon, Utah, Washington,
Wyoming and the Territory of Guam. With
assets of nearly $10 billion, the FHLB of Seattle
promotes housing finance by advancing mid-
and long-term, triple-A rated credit to its mem-
ber financial institutions. The FHLB of Seattle
currently has advanced more than $8 billion to
housing lenders in the 12th District.

One important mission of the Bank is to finance
and support the development of affordable
housing for moderate- and low-income families
in the 12th District. To meet this challenge, the
Bank offers two specially priced advar:*:
programs to housing lenders, and provides an
array of technical assistance services to finan-
cial Institutions, local governments, and
housing developers.

Advance Programs

The Bank's advance programs for affordable
housing are the Community Investment Fund
(CIF) and the Affordable Housing Program
(AHP). Loans funded with CIF and AHP
advances strengthen local communities and
enhance lender compliance with the Commu-
nity Reinvestment Act. Each one offers favor-
able interest rates on advances to member
financial institutions that, in turn, are used to
fund qualifying developments or home
purchases. These programs are explained in
detail on the following pages. Samples of
housing developments funded by the CIF and
the AHP are shown or. the last page.

APRIL 1990

Technical Assistance

The Bank’s Community Investment Officer
provides technical assistance to financial
Institutions and community-based housing
organizations "hat includes:

» Educational seminars on underwriting
affordable housing and community invest-
ment loans;

» Conferences on the Community Reinvestment
Act, often co-sponsored by federal financial
regulators;

* Solutions, a quarterly newsletter addressing
technical issues in community investment
lending;

* Selected information on local housing mar-
kets, including properties in the Resolu-
tion Trust Corporation's (RTC) affordable
housing inventory; and

¢ The Affordable Housing Clearinghouse to
disseminate information to financial institu-
tions about specific lending opportunities
in affordable housing and community
development.

For information about any of these
programs or adimitaes, please dl:

Judith C. Chaney
Community Investment Officer
(206) 340-8737
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First Commer r ciaial B ank

The Federal Home Loan Bank
of Seattle has had the firstcom-
mercial bank join its member-
ship since the passage of
FIRREA, which opened the
door to commercial bank and
credit union membership.

commercial banks to join the
FHLB system nationwide.

According to Ed Sheldon, the
president of National Bank of Bre-
merton, “We believe that FHLB
membership gives us increased
options and will enable us to serve
our customers better.”

Under FIRREA, membership
eligibility in the FHLB system

The National Bank of Bremer-
ton, a $24 million asset com-
munity bank in Bremerton,
Washington is the first of two

N e w TB-13

The Bank’s Investment Banking
Services Group, headed by
Senior Vice President Pat
McJoynt, announced a new
product offering recently: TB-
13 Analysis. No, TB-13is nota
new form of tuberculosis, but
it’s focus (interest rate risk) con
be equally life threatening for
some institutions.

quires all institutions to implement
a formalized quarterly review of
interest rate risk exposure. The
new TB-13 Analysis is designed to
be an effective, reasonably priced
management tool. It not only
provides information needed to
comply with TB-13, but also
furnishes detailed analysis for
active management of interest rate
risk exposure.

The Office of Thrift Supervi-
sion’s Thrift Bulletin 13 re- With TB-13 Analysis, KOU receive
aquarterly report which shows
both changes in net interest income
and the market value of your
portfolio equity in rising and

In This Issue:

Correspondent falling interest rate environments.
CLOSF UP 2 The report is cdustomizeo! to your
institution, and you receive an
Peper-work 2 additional packet showing peer
Regporting Repos 3 group averages for comparison
Ol Did 3 purposes.
Check Specs 4

Federal Home Loan Bank of Seattle

rrespondent

MARCH 1920

Joins FHLEB

was expanded to include credit
unions and commercial banks
having a minimum of 10 percent
of their total assets in residential
mortgage loans.

National Bank of Bremerton’s
“pioneering" paves the way for
future membership recruitment.
Gary M<rtin, FHLB Marketing
Officer, is responsible for gener-
ating new membership in the
Seattle FHLB. *

Analysis

Timeliness of the information is
important, so Your quarterly TB-
13 reports will be mailed to you
no later than fifteen working
days after your Thrift Financial
Reportis “clean.”

Our TB-13 Analysis is available
at a very reasonable cost to your
institution. The first report Is
$500, and $450 for each quarter
thereafter. Subscriptions to this
service may be charged to your
FHLB Demand Account.

If you would like to subscribe to
or request additional information
about the Bank’s TB-13 Analy-
sis, feel free to call Jolin Zmolck
at (206) 340-2472 or Robin
Hyerstay at (206) 340-2.471 in
the Investment Banking Services
Group.*

The Correspondent 1



M a k 1 ng Howus'i
Ed. Note: The last issue of The Correspondent
featured an article on our Community investment
Fund (CIF) advances. The Seattle FHLB has set
aside $250 millionfor this specially priced credit
program for financing affordable Rousing and
community development in the 12th District.

Continuing ourfocus on housing finance, this issue
highlights'the Affordable Housing Program.

What is the Affordable Housing Program?

The Affordable Housing Program is a Congression-
ally mandated program to make available credit, at
below market rates, for the purchase, construction
or rehabilitation of affordable housing.

How does it work?

Tne Affordable Housing Program, as established by
FIRREA, requires each Federal Home Loan Bank
to set aside 5% of its net income to subsidize
advances to members who make loans on qualify-
ing projects. The Federal Home Loan Bank of
Seattle will have approximately $4,066 million
available for interest rate subsidies in 1990.

By 1995 the contribution will increfi'e to 10% of
ournetincome. The contribution is the total
amount of the interest rate subsidy we’ll be provid-
ing to our members on advances for funding
affordable housing, not the total advances available.

Advances will be made to members at 200 to 500
basis points below standard advance rates. The
maximum spread allowed the lender is 200 basis
points, but normal fees may be charged.

How do | know ifa project qualifies?

Advances subsidized through the Affordable
Housing Program can be used to fund the purchase,
construction, or rehabilitation of single or multi-
family housing. Inorder to qualify, the homebuy-
ers’income must not exceed 80% of area median
income, orin the case of rental properties, a project
must have at least 20% of die units set aside for
very low-income families. All projects are ap-
%rf%yed by Judith Chaney, Community Investment
icer.

ng Affordahble

How can the FHLB help me promote the availa-
bility of these loans in my community?

The Board of P ;rectors of each FHLB has ap-
Eointed an Advisory Council from community-
ased housing or?anlzatmns in its states. The
Advisory Council meets quarterly and its responsi-
bilities include: reviewing program policies,
marketing the program to qualifying organizations,
and sharing intormation on housing needs in their
states.

The first Advisory Council meeting was held in
early January. The Council recommended estab-
Iishin% specific amounts of the subsidy to be set
aside for each state and for rural areas of Washing-
ton and Oregon. If the state set aside is not com-
mitted by September 30,1990, the funds will be
available to qualifying projects located elsewhere in
the district

My institution has enough liquidity. Can I still
participate in the Affordable Housing Program
If I don’t borrow from the Bank?

Yes. Members who choose not to borrow from the
FHLB may participate in the Affordable Housin
Program by originating mortgages at below-market
interest rates and completing an intercst-rate swap
with the Bank.

Who requlates the Affordable Housing Pro-
gram?

The Affordable Housing Program is subject to
regulation by the Federal Housing Finance Board,
and the regulations should be available soon.
These regulations will determine application and
reporting requirements.

How can | apply?

We expect that the first applications will be due in
early May, and were requesting letters of interest
fron members and non-profit housing developers
now. Formore information on how the Affordable
Housing Program can benefit your community,
please contact Judith Chaney, Community Invest-
ment Officer at (206) 340-8737, or Kimberly
Jenkins, Housing Analyst at (206) 340-8702. *

The Correspondent
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May 2, 1990

The Honorable Lloyd Jones
Alaska State Legislature
P. 0. Box V

Juneau, Alaska 99811

Dear Senator Jones:
I

As Legislative Chairman of the Alaska Bankers® Association,
I am pleased to inform you that at today"s meeting the
Association enthusiastically and unanimously voted to support
SB 551, "Investments of Financial Institutions.”

If you have any questions vregarding the Association®s

position, please feel free to contact either Wes Coyner or me
directly.

MichaelWr Burns
Chairman

Alaska Bankers Association

MIB: jr
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Original sponsor: Banking and Economic
Development

BY THE LABOR AND
IN THE SENATE \ COMMERCE COMMITTEE

CS FOR SENATE CONCURRENT RESOLUTION NO. 12 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
Relating to Alliance Bank*

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

WHEREAS the concentration of commercial banks in the state has been
affected during the past two years by the closing of six banks; and

WHEREAS the legislature wants to ensure that a viable and competitive
banking system exists throughout the state* and

WHEREAS at the beginning of 1987, the Federal Deposit Insurance Corpo-
ration determined that public policy considerations in the state required
the financial restructuring of what are now known as the Alliance Bancorpo-
ration and its wholly-owned subsidiary Alliance Bank* and

WHEREAS these public policy considerations are still present in the
banking market and have become more acute due to the subsequent closing of
other commercial banks in the state; and

WHEREAS Alliance Bank operates an extensive network of branches in the
remote, rural, and southeast parts of the state; in several locations
served by Alliance Bank, there is only one other bank, and the next closest
competitor is hundreds of miles away; and

WHEREAS there has been vocal community support in rural Alaska for
Alliance Bank, and there have been requests for Alliance Bank to service
additional rural communities; and

WHEREAS A lliance Bank, in conjunction with the Alaska Department of
Community and Regional A ffairs, handles a majority of theoutstanding loans
for rural borrowers of the state; and

WHEREAS A lliance Bank has been, andcontinues to be,a major provider
of mortgage servicing in the state andis servicing over $1,500,000,000

-1- CSSCR 12(L&C)



~N o ol A~ W N

10
11

12

14
15
16
i

19
20
21

22

worth of loana; Che failvr® of Alliance Bank would severely disrupt the
servicing of these loans and would caupa additional financial strain on
government agency loans, including loans from the state Department of
Community and Regional A ffairs, the Alaska Housing Finance Corporation, the
public employees' retirement system (AS 39.35), and the teachers* retire-
ment system (AS 14.25); and

WHEREAS the failure of Alliance Bank would hinder the economic re-
covery of the state, and the closure of the bank would result in a loss of
jobs for the 460 eirployees of Alliance Bank and a loss of $20,000,000 in
wages f

BE IT RESOLVED that the Alaska State Legislature encourages the Gover-
nor to support a stable and competitive banking environment in the state by
working closely with Alliance Bank and the Federal Deposit Insurance Corpo-
ration to ensure that every reasonable approach is taken to continue the
operation of the bank, consistent with prudent banking practices.

COPIES of this resolution shall be sent to the Honorable W illis Kirk-
patrick, the Director of the Division of Banking, Securities, and Corpo-
rations of the Alaska Department of C'mmerce and Economic Development; to
the Honorable L. Hilliam Seidman, Chair of the Board of Directors of the
Federal Deposit Insurance Corporation; and to the Honorable Alan Greenspan,
Chair of the Board of Governors of the Federal Reserve Board; and to the
Honorable Ted Stevens and the Honorable Frank MurkowsldL, U.S. Senators, and
the Honorable Don Young, U.S. Representative, members of the Alaska delega-

tion in Congress.

CSSCR 12(LSC) -2-
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Alaska State Legislature

Please enter Into the record my testimony to the Labor_and ~canmrqe.
committee name

committee on Senate Concurrent Res, No. 9 dated - 02-01789 n
bill/subject

I would like to testify that Denali State Bank, the state's newest and smallest

bank truly supports the competitive environment referred to in SCR#12 and that |

do not desire to see any more financial institutions fail in the State of Alaska.
However, | believe .that the Regulators of the financial industry will confirm that
poor management is the leading contributor to bank failures both in and. out of Alaska.
Even in a time of economic hardships, well-managed banks continue to show profitability
and financial strength while seme of their competitors fail in the same region,

I encourage the Conmittee and Legislature to thoroughly investigate the accuracy

of statements mads in SCR #12 and to consider the far-reaching implications of
adopting any resolution relating to specific’financial institutions in the State of
Alaska. | urge you to consider changing the emphasis from Alliance Bank to the
Alaskan Banking Industry. A competitive environment exists in almost all industries -
not just the highly regulated financial.industry. But as in most forms of carpetition,
there are winners and losers. The Important point is that the, competition survives1

Let us not support the poor decision makers with government intervention as |
fear that the Resolution as presented.will have just the opposite effect desired.
Once the Legislature Btarts e dorsing individual financial institutions through
resolutions of this nature, the "barn door™ will have opened and true competition,
will have been eliminated from our industry.

Support the Alaskan Banking Industry as a whole so that those banks that are well-
managed benefit equally from your efforts in the Legislature.

Thank you.

Representing (Optional)
119 North Cushman Street, p, 0. Box 74566, Fairbanks, Alaska 99707

Address

(907) 456-1400
it 1 ji 1j imn ni t m i Fimmmem e -
Phone No,.

M Ugltaiv* fFometion Offc
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ME HAVE STRONG DIFFERENCES HITH THE CONCLUSIONS CONTAINE3 IN
SENATE CONCURRENT RESOLUTION it RELATING TO ALLIANCE BANK. «E»

AT KEY BANK OF ALASKA* COKKES8 r'SUR COMMITTEE FOR ITS

COMMITMENT TO fi STRONG* VIABLE ANB COAPETITIVE TANKING SYSTEM

it ALASKA. R BANKING SYSTEi ITtl THOSE CHARACTERISTICS IS
BASIC TO THE ECONOMIC FUTURE OF THE STATE, CONCLUSIONS RELATING
TO THE ROLE OF RLLIfiSCE BANK IN THE ECONOMIC RECOVERY OF ALASKA
CONTAINED IN SRi? ARE SfiSEB UPON MISREPRESENTATION Gc FSCT,
NEITHER THE STABILITY OF THE FINANCIAL SYSTEM OR IKE ECONOMSYV,

AS A NHCLE, REsUIRE THE hSSISTRNCE ENVISIONED IN SRIO,

SINCERELY*
BICHfIEL J, BURNS* PRESIDE*" m CHIEF OPERATING OFFICER
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ROBERT P. ORAY

PrfiSIDENT

January 31, 1989

Senator Pat Rodey
Alaska State Legislature
P. 0. Box V (MS 3100)
Juneau, Alaska 99811

Re: SCR No. 12
Dear Senator Rodey:
The above referenced resolution/ as introduced, contains

factual errors which must be addressed prior to any sensible
resolution being passed.

Comment No. 1 - (lines 18-20, Page 1) - It is alleged that
the banking costs to the Alaska consumer would be increased if
Alliance failed. That allegation would definitely need to be
substantiated. NBA knows of no reason that that allegation

would be true.

Comment No. 2 - (lines 26-28) - It is alleged that if
Alliance Bank were closed "most consumers north of the Yukon
River would be forced to travel Ilong distances to find another
bank." This statement is false. Alliance has only one bank
north of the Yukon River - Norr-e. NBA has a bank in Nome on the
same street. e In fact, Alliance does not have a single
location, anywhere in Alaska, where they are the only bank

serving a community.

Comment No. 3 - (line 29, Page 1 and line 2, Page 2) - It is
alleged that Alliance has vocal community support in rural
Alaska. This should be substantiated in ways other than paid

advertising.



Senator Pat Rodey
January 31/ 1989

Page 2

Comment No. 4 - (lines 3-5, Page 2) - It is alleged that
Alliance "handles over 50% of the outstanding loans for rural
borrowers of the state."” Neicher Alliance Bank nor the State
of Alaska nor the Comptroller of the Currency knows the total
number or amount of rural loans handled by NBA. It is in none
of our published reports. We make many different types of
rural loans - DCRA, direct commercial loans, direct consumer
loans, direct real estate loans, c¢redit card loans, SBA loans,
and etc. It is presumptuous of someone to state they know the
percent of total rural loans Alliance has made when they do not

know our totals.

As far a« DCRA loan3 are concerned, it is important to
ascertain which institution actually made the loans.

Comment No. 5 - (lines 6-13, Page 2) - It is alleged that
Alliance is "the premier provider of mortgage servicing in the
State." To be the "premier provider”™ one must have both
quantity and quality. I would suggest that Alliance's record
for quality performance of the servicing function be

investigated.

Comment No. 6 - (lines 14-16, Page 2) - It is alleged that
"Alliance Bank has made a significant effort to support real
estate values for bank owned real estate..."” This has not been
substantiated. There is a difference between attempting fast

liquidation and supporting values.

With all -due respect, it appears that SCR No. 12 is fraught
with numerous deficiencies. If the legislature wishes to take
the position that Alliance Bank should be vigorously supported,
over and above the support given other troubled financial
institutions and other troubled businesses of all sorts, then
the legislature should S0 state without resorting to
inaccuracies.

Sincerely,

Robert P. Gray
President

cc: Senators - Dick Eliason
Jan Faiks
Jay Kertulla
Jack Coghill
Arliss Sturgulewski
Tim Kelley



SCR 12: Relating to Alliance Bonk

The department does not oppose passage of SCR 12. We recognize our
statutory responsibility of promoting and maintaining a sound and
competitive banking system (AS 06.05.075). It is ana has been the
department’s effort and desire to do everything within its power to keep this
and other banks open.

Examinations and reports filed by Alliance Bank show continued losses
which have eroded its capital account. As a result, it is necessary for
Alliance Bank to recapitalize the bank to return to a sound condition. To
address this situation, Alliance Bank has made application to FDIC for

assistance.

The assistance request and plan has been reviewed by the department and,
for the most part, satisfies the provisions of the Alaska Banking Code. The
department has encouraged FDIC to act favorably on Alliance Bank’s
application for assistance.

1
ferculiefi® Commissioner

Date: 2¥(

4815/02Q189A
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REQUEST: FISCAL NOTE

Revision Date:

TiBtIei< Resolution relatino to Alliance  npn m
an
Sponsor:  Senate Special Cominittee on Components :.

~fteqeator" Banking and"Economic Development

b
EXPENDITURES/REVENUES: ~ (Thotsands of Dollars)

OPERATING FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND A STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0 0 0

CAPITAL J 0 0 0

REVENUE Cc 0 u

FUNDING:  (Thousands of Dollars)

GENERALFUND

FEDERAL FUNDS

OTHER

TOTAL U U 0
POSITIONS:

rULLaiMb 0 0 0
PART-TIVE
TEMPORARY

ANALYSIS :  (Attacha separate page if necessary)

rt
Prepared by:

Ww1'11s Fr KirkP_atrick, Director JA
lvision: |

Banking, Securities & Corp.

D
Approvedby Compissioner:  Lart/ Merculigff a
AB ncy: Commerce & Economic Development

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget

9iBIIfI“ Agrach i)

BELL VERSION:
PUBLISH DATE: .-1/25/89

Awnry AT = isuiiiierce a economic U Commerce &
Bariking, iJecurities a Lorp.

SCR 12

Commerce & Economic Dev.

FY 93 FY %4

0 0
o 01
0 0
u 0
0 0
Phone: 465-2521
Date:.
Date
page, of



dear: senator eliasoh

name: MICHELLE CARUFEL

TITLE:
ADDRESS: 0943 JOY CIRCLE
CITY: ANCHORAGE ZIP: 99502

PHON" 264-2706
BILL NO: SCR 12
SUBJECT: ALLIANCE BANK
MESSAGE: | HAVE WORKED FOR ALLIANCE BANK FOR 5 YEARS AND AM ONE OF 460
EMPLOYEES. MY FAMILY'S LIVELIHOOD DEPENDS ON MY INCOME. YOUR SUPPORT OF OUR
RESTRUCTURE PLAN WILL SEND A POSITIVE MESSAGE TO THE GOVERNOR AND FDIC. THE
BANK IS NOT ASKING FOR MONEY FROM THE STATE. THANK YOU.

POMID: 03092143
DATE: 02/02/89
TIME: 09:21:43

LIONAME: ANCHORAGE LIO

COPIES: SENATORS

RODEY
FAIKS
KERTTULA
COGHILL



DEAR: senator eliason dear: senator eliason

name I tammy smith NAME: JACQUELINE M. HORTON

title: TITLE:
address: 1904 WICKERSHAH ADDRESS: 611 WEST 47TH AVENUE C3
CITY: ANCHORAGE ZIP: 99507 CITY: ANCHORAGE, ALASKA ZIP: 99503
PHONE: 561-7121 PHONE: 563-2993
BILL NO: SCR 12 BILL NO: SCR 12
SUBJECT: ALLIANCE BANK SUBJECT: ALLIANCE BANK
MESSAGE: | WORK AT ALLIANCE BANK AND MY LIVELYHOOD DEPENDS ON MY INCOME. | AM MESSAGE: AS A RESIDENT OF ALASKA, A VOTER, AN EMPLOYEE OF ALLIANCE BANK, AMO
ONE OF THE 460 EMPLOYEES STATEWIDE WHO DEPEND ON ALLIANCE BANK. | SUPPORT OUR SOUL SUPPORT OF A FAMILY OF FOUR, | RESPECTFULLY REQUEST YOUR SUPPORT OF
PECONSTRUCTURE PLAN. SCR 12. WITHOUT THEIR EMPLOYMENT, HANY LIKE HE WILL BE FACED WITH SEEKING
NEW EMPLOYMENT, OR NORSE. PLEASE SUPPORT THIS RESOLUTION.
POMIO: 03120932 POMID: 03114323
DATE: 02/02/89 DATE: 02/02/89
TIHE: 12:09:32 TIME: 11:43:23
LIONAME: ANCHORAGE LIO LIONAME: ANCHORAGE LIO
COPIES: SENATORS COPIES: SENATORS
RODEY RODEY
FAIKS FAIKS
KERTTULA KERTTULA
COGHILL COGHILL

1



