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M a t io n a l

Junoau O lllca P.O . Box I 189 Junvau, A laska 991102-1109 (907) 08&3324

March 25 ,  1992

S e n a t o r  R i c k  H a l f o r d  
The A l a s k a  S t a t e  S e n a t e  
J u n e a u ,  A l a s k a  99801

R e f e r e n c e :  The A l a s k a  I n d u s t r i a l  D e v e lo p m e n t  and  E x p o r t
A u t h o r i t y

D e a r  S e n a t o r  H a l f o r d ,

AIDEA h a s  become an  i m p o r t a n t  t o o l  i n  p r o v i d i n g  l o n g  t e r m  
c a p i t a l  f o r  e c o n o m ic  d e v e l o p m e n t  w i t h  t h e  r e s u l t s  o f  
s t a b i l i t y  i n  em plo y m en t  i n  t h e  s t a t e .  To b u s i n e s s e s  i n  t h e  
S t a t e  t h e  s o u r c e s  o f  lo n g  t e r m  f u n d s  hav e  s h r u n k  i n  r e c e n t  
y e a r s .  The e n t e r p r i s e  d e v e l o p m e n t  a c c o u n t  o f  AIDEA was 
e s t a b l i s h e d  t o  a s s i s t  t h e  eco n o m ic  n e e d s  o f  b u s i n e s s  i n  
p a r t n e r s h i p  w i t h  o t h e r  i n s t i t u t i o n s .

We have  r e v i e w e d  a r e c e n t  d r a f t  o f  S e n a t e  b i l l  226 w h ich  we 
b e l i e v e  w i l l  add  t o  t h e  v e r s a t i l i t y  and  e f f e c t i v e n e s s  o f  
AIDEA. The l o a n  g u a r a n t e e  p ro g ra m  and  t h e  l o a n  p a r t i c i p a t i o n  
( b a n k  p a r t i c i p a t i o n )  p r o g ra m s  w i l l  be im p ro v e d  w i t h  t h e  b i l l .

I t  seems r e a s o n a b l e  t h a t  t h e  l e g i s l a t u r e  be c a l l e d  upon t o  
f i n e  t u n e  AIDEA f ro m  t im e  t o  t i m e .  The b a n k i n g  i n d u s t r y  
w h ic h  we a r e  m os t  f a m i l i a r  i s  i n  a c o n s t a n t  s t a t e  o f  c h a n g e .  
C hanges  i n  t h e  n a t i o n a l  economy and  f i n a n c e  i n d u s t r y  
s o m e t im e s  a r e  n o t  i n  t h e  b e s t  i n t e r e s t  o f  A l a s k a .  When 
p o s s i b l e  we s h o u l d  make a d j u s t m e n t s  so a s  t o  p r o m o t e ,  
d e v e l o p ,  and  a d v a n c e  t h e  g e n e r a l  p r o s p e r i t y  and eco n o m ic  
w e l f a r e  o f  t h e  p e o p l e ,  t o  r e l i e v e  p r o b l e m s  o f  u n em p lo y m e n t ,  
and  t o  c r e a t e  a d d i t i o n a l  em ploym en t .

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

Alaska's Most Convenient Hank



Side by Side C om parison  of 
CSSD 226 () and  CSSB 410  (STA)

B oth bills a re  iden tica l except for the  following sections th a t  are  no t 
con ta ined  in S e n a to r Rodey's bill:

Section  3:

Section  9:

Section  11:

T his sec tion  becom es effective 7 / 1 /9 5  and does no t 
allow AIDEA to issue  any bonds (except re fund ing  bonds) 
w ith o u t legislative approval.

In creases from  $50K  to $100K  th e  m axim um  am o u n t of a 
loan in w hich  the  A uthority  m ay waive collateral 
req u irem en ts  and  requ ire  o th e r prov isions a s  they  see fit.

S ets the  m axim um  in te res t ra te  on a  loan g u a ran teed  by 
the  a u th o rity  a t 2 3 /4 %  above prim e. Rodey's SB 410, 
Section 8 allows for 1 1 /2%  above prim e, on loans th a t 
exceed 65%  of the  loan and  2 3 /4 %  on loans a t  or below 
65% .

S ection  17: Effective D ate for Section  3.

Section  18: E xcludes Section  3 from  im m edia te  effective date .



CSSB 226: "An Act revising the loan and loan guarantee authority
of the Alaska Industrial Development and Export
Authority; and providing for an effective date."

The A uthority supports CSSB 226.

The bill, as proposed, re insta tes the Authority’s ability to issue bonds up to 
$10,000,000 for projects which enhance A laska’s economy and provide job 
opportunities for A laskans; modifies in terest ra te  restrictions of the  A uthority’s 
guarantee loan program s and allows the Authority to participate in business 
development or enhancem ent loans of any size while lim iting the  A uthority’s 
participation or exposure to $10,000,000; improves the A uthority’s ability to 
develop in frastructure  and superstn icture to support A laska’s expanding 
tourism  industry  while not competing w ith the private sector; allows the 
Authority to invest assets of the  Authority directly into the A laskan economy 
w ithout selling bonds; and diversifies the use of an aircraft facility a t the 
Anchorage In ternational Airport approved by the  Legislature in  1990.

While m any sections of the  proposed legislation are technical am endm ents, the 
A uthority believes th a t CSSB 226 is critical to our continued success. AH 
sections of the  proposed bill support and enhance the  A uthority’s mission to 
promote, develop, and advance the  general prosperity and economic welfare of 
the people of Alaska, to relieve problems of unemploym ent and to or ra te  
additional employment. The Alaskan banking industry  has expressed an 
in te rest in  increasingly utilizing the  A uthority’s program s with the 
modifications to th e  guarantee loan programs and participation loan program s 
proposed in  CSSB 226, which include increasing the  lim it of unsecured loan 
guarantees from $50,000 to $100,000 and provides for a ceiling of 2-3/4 points 
over the  prime ra te  on the  day a loan guarantee is made.

Staff of the departm ent and th e  Authority recommend support of th is bill.

Glenn A. Olds, Commissioner

Date:

GAO/SS/dgll727D-l
032592a
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CS FOR SENATE BILL NO. 226 (2d L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - SECOND SESSION 

BY THE SENATE LABOR AND COMMERCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATOR HALFORD

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to the financing authority of the Alaska Industrial Development and

2 Export Authority and modifying the description of a project for which the legislature has

3 previously approved the Alaska Industrial Development and Export Authority’s issuance of

4 bonds; and providing for an effective date."

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

6 * Section I. PURPOSE. The purpose of this Act is to

7 (1) eliminate a blanket prohibition against the Alaska Industrial Development and Export

S Authority's ability to issue bonds, other than refunding bonds, without securing the prior approval of the 

9 legislature and to restore, until June 30, 1995, a provision of law giving the Authority the ability to issue

10 its bonds to assist in the financing of a development project without prior legislative approval if the

11 proposed bond issue does not exceed 510,000,000:

12 (2) modify the requirements and restrictions imposed on the use of money in the Alaska

13 Industrial Development and Export Authority's enterprise development account to permit the Authority

14 to improve its capacity to serve as the primary source of secondary project financing in the state;

-I- CSSB 226(2(1 L&C)



1 (3) eliminate the interest rate restriction applicable to the loans guaranteed by the Alaska

2 Industrial Development and Export Authority;

3 (4) improve the Alaska Industrial Development and Export Authority’s ability to support

4 the state’s expanding tourism industry; and

5 (5) modify the project approval given by sec. 25, ch. 123, SLA 1990 to express

6 legislative project approval for the Alaska Industrial Development and Export Authority’s participation

7 in the financing of a more versatile aircraft facility at the Anchorage International Airport as presently

8 contemplated by the project’s principal sponsor.

9 * Sec. 2. AS 44.88.095(g) is repealed and reenacted to read:

10 (g) Without prior legislative approval, the authority may not issue bonds in an amount

11 greater than $10,000,000 to assist in the financing of a development project under AS 44.88.172 -

12 44.88.177.

13 * Sec. 3. AS 44.88.095(g) is repealed and reenacted to read:

14 (g) Without prior legislative approval, the authority may not issue bonds, except

15 refunding bonds.

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

17 (c) Money and other assets of the enterprise development account may be used to secure

18 bonds of the authority issued to finance the purchase of loans for projects or mav [SHALL] be

19 used to purchase participation in the loans for projects.

20 * Sec. 5. AS 44.88.155(d) is amended to read:

21 (d) A loan participation purchased [IN WHOLE OR IN PART] by the authority with

22 assets of the enterprise development account or with proceeds of bonds secured by assets of the

23 enterprise development account [, OTHER THAN A LOAN WHICH IS FINANCED WITH THE

24 PROCEEDS OF BONDS OF THE AUTHORITY AND SECURED ONLY BY A PROJECT

25 APPLICANT OR A PROJECT,]

26 (1) may not exceed $10,000,000 without prior legislative approval:

27 (2) mav not he purchased unless

28 (A1 the project applicant is not, or. if the applicant is not a single

29 proprietorship, all members of the business enterprise or enterprises constituting the

30 project applicant are not, in default on another loan made bv the state or a

31 public corporation of the state: and
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(B) at least 20 percent of (he principal amount of the loan is retained
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bv the loan originator;

(3) may not be purchased if the loan to be purchased exceeds [EXCEED] the 

cost of the project or 75 percent of the appraised value of the project, whichever is less, unless 

the amount of the loan in excess of this limit is federally insured or guaranteed or is insured by 

a qualified mortgage insurance company;

(4) [(3)] may not be purchased if the participation in the loan to be purchased 

js for a term longer than three-quarters of the authority’s estimate of the life of the project or 25 

years from the date the loan is made, Whichever is earlier,

(5) [(4)J shall be made onlv if the participation in the loan to be purchased 

contains [CONTAIN] amortization provisions; the amortization provisions

(A) must be complete and satisfactory to the authority and require periodic 

payments by the borrower;

(B) may allow the loan originator to amortize die portion of the loan 

retained by the loan originator using a shorter amortization schedule than the amortization 

schedule for the portion of the loan held by the authority if (i) in the authority’s opinion, 

die project financed can support the increased debt service; and (ii) the accelerated 

amortization schedule is required to induce the originator to make the loan;

(61 [(5)] shall be made onlv if the participation in the loan tu be purchased 

js in the form and contains [CONTAIN] the terms and provisions with respect to insurance, 

repairs, alterations, payment of taxes and assessments, default reserves, delinquency charges, 

default remedies, acceleration of maturity, secondary liens, and other matters the authority 

prescribes; and

(71 [(6)] shall be made onlv if the participation in the loan to be purchased

js secured as to repayment by a mortgage or other security instrument in the manner the authority 

determines is feasible to assure timely repayment under a loan agreement entered into with the 

borrower [;

(7) MAY NOT BE MADE UNLESS

(A) THE PROJECT APPLICANT IS NOT, OR, IF THE APPLICANT IS 

NOT A SINGLE PROPRIETORSHIP, ALL MEMBERS OF THE BUSINESS 

ENTERPRISE OR ENTERPRISES CONSTITUTING THE PROJECT APPLICANT ARE

-3- CSSR 226(2d L&C)



1 NOT, IN DEFAULT ON ANOTHER LOAN MADE BY THE STATE OR BY A

2 PUBLIC CORPORATION OF THE STATE; AND

3 (B) WITH RESPECT TO THE LOAN, (i) AT LEAST 20 PERCENT OF

4 THE PRINCIPAL AMOUNT OF THE LOAN IS RETAINED BY THE LOAN

5 ORIGINATOR; OR (ii) 100 PERCENT OF THE PRINCIPAL AMOUNT OF THE

6 LOAN IS GUARANTEED BY THE UNITED STATES OR AN AGENCY OR

7 INSTRUMENTALITY OF THE UNITED STATES;

8 (8) MUST BE

9 (A) FINANCED FROM THE PROCEEDS OF BONDS; OR

10 (B) EXPECTED BY THE AUTHORITY TO BE FINANCED FROM THE

11 PROCEEDS OF BONDS].

12 * Sec. 6. AS 44.88.155(h) is amended to read;

13 (h) The provisions of this section apply only with respect to a loan participation

14 [LOANS] purchased [OR MADE] by the authority for projects under AS 44.88.155 - 44.88.159.

15 * Sec. 7. AS 44.88.159(d) is amended to read:

16 (d) The provisions of this section apply only to a loan participation purchased [LOANS

17 FINANCED] under AS 44.88.155 - 44.88.159.

18 * Sec. 8. AS 44.88.190(c) is amended to read:

19 (c) A loan participation purchased or financed by the authority [IN WHOLE OR IN

20 PART] is exempt from the provisions of AS 45.45.010. A guarantee extended under

21 AS 44.88.300 or insurance provided under AS 44.88.390 does not constitute insurance for the

22 purposes of AS 21.03.010.

23 * Sec. 9. AS 44.88.535(a) is amended to read:

24 (a) The authority may guarantee a loan under AS 44.88.500 - 44.88.599 if the

25 (1) loan

26 (A) is commercially reasonable;

27 (B) contains amortization provisions satisfactory to the authority;

28 (C) is secured by adequate collateral; however, the authority may waive

29 on a case-by-case basis the requirement of collateral for a loan guarantee of SI00.000

30 [550,000] or less for which the proposed loan amortization period does not exceed five

31 years, but the ability to waive the requirement of this subparagraph or the grant of a

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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waiver does not prevent the financial institution that holds the loan guaranteed by the 

authority from requiring reasonable collateral for the loan;

(2) net cash flow from die borrower provides adequate coverage for the debt 

service on the loan;

(3) term of the loan does not exceed 20 years;

(4) loan is originated with and serviced by a state chartered or federally charterer 

financial institution;

(5) portion of the loan not guaranteed by the authority is held by the originating 

financial institution or another financial institution approved by the authority;

(6) loan is made to a business v. ith a majority interest held by state residents; and

(7) loan guarantee provides a benefit to the borrower.

* Sec. 10. AS 44.88.535(c) is amended to read:

(c) For a loan guaranteed under AS 44.88.500 ■ 44.88.599 that is also guaranteed bv 

the federal Small Business Administration, the authority mav guarantee interest on the loan 

and the fees and expenses attributable to the inception and servicing of the loan to the 

extent authorized bv the federal Small Business Administration. Except for those loan 

guarantees, the [THE] authority may not guarantee the payment of interest on the guaranteed 

portion of a loan.

* Sec. 11. AS 44.88.550 is repealed and reenacted to read:

Sec. 44.88.550. INTEREST ON GUARANTEED LOAN. If provision is made in the 

loan guarantee agreement, the interest rate on a loan guaranteed by the authority may increase 

or decrease in accordance with the changes in the prime rate.

* Sec. 12. AS 44.88.900(4) is amended to read:

(4) "development project" has the meaning given to "project" in (9)(A), (D), and

(E) of this section;

* Sec. 13. AS 44.88.900(9) is amended to read:

(9) "project" means

(A) a plant or facility used or mtended for use in connection with making, 

processing, preparing, transporting, or producing in any manner, goods, products, or 

substances of any kind or nature or in connection with developing or utilizing a natural 

resource, or extracting, smelting, transporting, converting, assembling, or producing in any

W O R K  D R A F T
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1 manner, minerals, raw materials, chemicals, compounds, alloys, fibers, commodities and

2 materials, products, or substances of any kind or nature;

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

4 business enterprise;

5 (C) commercial activity by a small enterprise;

6 (D) a plant or facility demonstrating technological advances of new

7 methods and procedures and prototype commercial applications for the exploration,

8 development, production, transportation, conversion, and use of energy resources;

9 (E) a iittv tourism destination facility or the expansion of a tourism

10 destination facility;

11 * Sec. 14. AS 44.88.900 is amended by adding a new paragraph to read:

12 (15) "loan participation" means the purchase of a portion of an existing loan from

13 a bank.

14 * Sec. 15. Section 25, ch. 123, SLA 1990 is amended to read;

15 Sec. 25. The Alaska Industrial Development and Export Authority may issue bonds to

16 finance the acquisition, design, and construction of an [A MULTI-BAY] aircraft maintenance/air

17 cargo/air transport support facility located at Anchorage International Airport, to be owned by

18 the Authority. The principal amount of the bonds may not exceed $50,000,000. This section

19 grants the legislative approval required by AS 44.88.095.

20 * Sec. 16. Section 3 of this Act takes effect July 1, 1995.

21 * Sec. 17. Except for sec. 3, this Act takes effect immediately under AS 01.10.070(c).

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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'To promole, develop and advance the general prosperity 
and economic welfare of the people of Alaska, to relieve 
problems of unemployment and to create additional employ­
ment." This was the mandate given to the newly created 
Authority by the Alaska Legislature in 1967. Twenty years 
later, in 1987, legislators expanded the powers of the Author­
ity to provide financing guarantees for Alaska exports and 
changed the name to the "Alaska Industrial Development 
and Export Authority."

AIDEA accomplishes its mission bv facilitating tire financing 
of industrial, manufacturing export and bus iness enterprises 
and facilities within the state. AIDEA ako has the ability to 
own and operate facilities which advance its mission.

AIDEA is a public corporation of the State of Alaska, a 
political subdivision of the Department of Commerce and 
Economic Development, but with separate and independent 
legal existence.

/

DEVELOPAIfiV/7̂

Scope: AIDEA assists 
Alaskans through its ability to 

develop, own and operate basic 
installations and facilities within the 

stale, especially those which advance the 
prosperity of a region.

Eligible projects: Roads, ports, airports, 
utilities and other pubiic use fa­
cilities which are essential for 
the economic well being of an 
'area and are able to produce 

adequate revenues to repay the bonds sold to finance the 
project.

How it works: Communities or private entities approach 
AIDEA to develop or acquire projects important to the 
economy of a region. AIDEA works closely with the local 
government to ensure that each project is compatible with 
the local economy and supported by the community. Legis­
lative approval is required for projects requiring more than 
510 million in bonds. AIDEA development and ownership 
have contributed to these successful projects:

•DeLong Mountain Transportation System 
(at Red Dog Mine near Kotzebue)
•Skagway Ore Terminal 
•Ballyhoo Dock at Unalaska

Contact AIDEA for additional 
information.

ASSISTANCE PROGRAM TAX EXEMPT

Scope; AIDEA guarantees up Io80% of the principal balance 
of the loan to the financial institution providing the financ­
ing. A IDEA'S support can make project financing refinanc­
ing and working capital loans available for projects that 
might not otherwise be financed*

Eligible loans; To Alaska business enterprises for real prop­
erty, equipment or working capital for projects that stabilize 
the economic base or create or maintain employment.

How it works: An Alaska business applies to a financial 
institution (bank) for a loan. The bank then submits an 
application to AIDEA. Loan guarantees may not exceed 20 
years, and loans for working capital and those secured by 
inventory or accounts receivables have shorter terms. A 
guarantee may be made for up to 51 million.

Costs: 5100 application fee, 2% fee on amount guaranteed.

'AIDEA also offers a streamlined approval process for guar­
antees on unsecured loans of 550,000 or less. These loans are 
available to all Alaska businesses but targeted especially to 
assist entrepreneurs in rural areas. A loan summary with the 
bank's approval and credit verification are the only docu­

ments AIDEA requires with the 
application.

PROGRAkKUMBRELLA BOND
Scope: AIDEA provides up to 80% in permanent financing 
for loans secured through a financial institution. Available 
for project financing up to 510 million.

Eligible loans: lor the development or purchase of manufac­
turing facilities, including equipment and fixtures, and pub­
lic use facilities such as ports, airports and docks.

How it works: Borrowers apply at a financial institution 
(bank) for a loan financed through the issuance of tax exempt 
bonds. The bank in turn applies to AIDEA. The bank retains 
20% share in the loan, although that share may be amortized 
more rapidly than AIDEA's. Terms: 15-25 years based on a 
75% loan to value ratio.

Costs: 5200 application fee; 1% commitment fee on AIDEA 
portion of loan; 2% bond issuance costs escrow.

TAXABLE UMBRELLA BOND PROGRAM
Scope: AIDEA provides up to 80% in permanent financing 
lor ioans secured through a financial institution by the issu­
ance of taxable bonds. Available for project financing up to 
S10 million.

Eligible loans: Newly constructed, acquired or refinanced 
business enterprises such as fishing boats, shopping centers, 
office buildings, warehouses, dealerships and airplanes.

How it works: Borrowers apply at a financial institution 
(bank) for a loan firnnced through the issuance of taxable 
bonds. The bank applies to AIDEA for participation in the 
loan. The bank retains a 20% share in the loan, although that 
share may be amortized more rapidly than AIDEA's. Terms: 
15 to 25 years based on a 75% loan to value ratio.

Costs: 5200 application fee; 1% commitment fee on AIDEA 
portion; 15% bond issuance costs escrow.

$?0RWENUE bond proĝ

REVENUE BOND PROGRAM
AIDEA acts as a conduit to facilitate financing transactions 
between borrowers and willing purchasers of the bonds. This 
type1 of financing can Ire advantageous to both the borrower 
and the purchaser of the bonds. Financial institutions inter­
ested in asing this program should contact AIDEA for addi­
tional information.

Scope: AIDEA guarantees loans secured from a financial 
institution to provide working capital fur an eligible export 
transaction up to 51 million.

How it works: An Alaska business requiring pre- or post- 
export sliipment working capital applies to a financial insti­
tution (bank) for a loan. The bank applies to AIDEA for a 
guarantee on the lam. Terms: tip to 90% of the transaction 
plus interest, up to SI million; for 180 and 270 days, with 
extensions allowed.

Costs: 5100 application fee, 1% fee on guaranteed amount of 
loan, .25% guarantee fee for export insurance, .25% guarantee 
fee for extensions.
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ANCHORAGE SCHOOL DISTRICT -EAST HIGH 5CMOOI HEATINO AND VENTILATION RCMQOEUNO (ED 7-1'D

ALLOCATIONS
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nuHiliPAti
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l-LL

TV OF ANCHORAGE - ANCHORAGE FIRE DEPARTMENT VEHICIES. TRAIHINO AND EQUIPMENT TED 7-151
7 MUNICIPALITY OF AHCHORACE - ANCHORAGE POLICEDEPARTMENT FLANIGAN tUILOIHG. PHASE II (ED 7-151
8 MUNICIPAIITY OF ANCHORAGE - SHIP CREEKREDEVELOPMENT <EO 7-151
t THE SUM OF ,5.500.000 IS APPROPRIAfEO TO THE
10 MUNICIPAL 1IY OF ANCHORAGE FOR ACCESS. 7I0ELAN05 F i l l 'anO
11 UTILITY UPGRADES FOR IIIE SHIP CREEK DASIN REDEVELOPMENT 
17 PROJECT. CONTINGENT UPON A DEVELOPMENT ACREEMENT 5EIH0 
II APPROVED BV BOTH THE AHCKOPaO', ECONOMIC DEVELOPMENT 
U CORPORATION AND THE ALASKA RAILROAD CORPORATION THAI 
IS INCLUDES PRIVATE INVESTMENT COMMITMENTS EQUAL TO OR
14 EXCEEDING THIS APPROPRIATION.
17 IT IS IT's INTENT OF THE LEGISLATURE THAT THIS
15 APPROPI(ATION BE AVAILABLE FOR REAPPROPRIATION IF I I IS 
H NOT EH UMBERED BY THE APPROVAL OF A DEVELOPMENT
” 70 AOREE ENT BY BOTH THE ANCHORAGE ECONOMIC DEVELOPMENT 
71 CORPORATION ANO THE ALASKA RAILROAD CORPORATION BY APRIL 
77 30. 1997. IT IS ALSO IHE INTER! OF THE LEGISLATURE THAI 
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GRANTS TO MUNICIPALITIES (AS 37.OS.3131 (COMI.I

MIH0RITY-0UMCD AHO UOMEH-OUnEO BUSINESSES BE ENCOURAGED
TO PARTICIPATE IN AND BE CNPLOYCO IN THE SMI? CREEK
BASIN PROJECT TO THE GREATEST EXTENT FEASIOlE.

MUNICIPALITY OF ANCHORAGE * 010 5CWARD/EAST 70TM AVE ROAD IMPROVEMENT DISTRICT <E0 7-151
THIS APPROPRIATION IS CONTINGENT UPON THE MUNICIPALITY
Or ANCHORAGE PROVIDING AN EQUAL AMOUNT OF FUNDS TOF
COMPLETION OF THIS PROJECT.

MUNICIPALITY OF ANCHORAGE - LAKE OTIS PARKWAY 
(64TH AVE 10 CHINOOK I (EO 7-151

MUNICIPAL ITT OF AMCHORAGC - ROAD AND DRAINAGE -
KNIGHTS UAY. QUEENS COURT. WE5TMIHISTER COURT 
(ED 7-IS)

MUNICIPALITY OF ANCHORAGE - EAGLE RIVER RURAL ROAD 
D1SIRICT (EO 7-15)

MUNICIPALITY OF ANCHORAOE - J6TM AVENUC*ARCTICBOUIEVARO TO SPtMARD ROAD IMPROVEMENT (EO 7-15)

ALLOCATIONS

MUNICIPALITY OF ANCHORAOE - EGAH CENTER RENOVATION 
(ED 7-13)

ITV or AHCUOfrÂE UHDCHOOaOMO STPRAOe
.«ASSCQaH€*lT .AMD N1TKAI I PU < ‘

 LITY OF ANCHORAGE
PHASE I (ED 7-15)

AIRPORT WATER PROJECT.

MUNICIPALITY OF ANCHORAGE - CMUGIAK SENIOR CENTER/ 
5PECIAL NEEDS APARTMEHTS (ED 7-15)
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February 25, 1991

Honorable Johnny Ellis 
Alaska House of Representatives 
PO Box V (MS 3100)
Juneau, AK 99811

ANCHORAGE
E C O N O M I C  
D E V E I O P M E N I  
C O R P O R A  O N

Dear Johnny:

Following is a brief report on the status of the Ship Creek Basin Development Project. After 
the Municipality approved the Request for Proposal in late November, it was printed and 
distributed. AEDC then solicited interested developers during January and February, and 
continues to do so.

On February 7 we held a pre-proposal meeting that was ?' ded by representatives of 
several development groups. Among the most qualified and finai i 'iy stable were: Enterprise 
Corp., Trillium Corp., and Skinner Development Company. The meeting attendees showed 
strong interest in the project. Our next step is to conduct two marketing trips to the Orient 
to solicit developers. We hope to maximize the tourism potential by providing a built-in market 
through the developer.

The proposals are due on August 1. Early indications are that we will have more than one 
substantial proposal for the project. We should have a developer on board by December 31, 
1991.

We will keep you informed as this exciting project progresses.

Sincerely,

Scott E. Hawkins 
President

P.S. A s  we aiocussed last month, it  is AEDC’s intention to remain alert for 
ways to include disadvantaged and minority-owned businesses and 
employees in this project.
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ANCHORAGE
E C O N O M I C  
D E V E I O P M E N I 
C O R P O R A T I O N

S h ip  C r e e k  B a s in  D e v e lo p m e n t

Execu tive  Sum mary

G O AL: To attract a qualified urban waterfront development team to undertake 
a major tourism-oriented project in the Ship Creek basin. This will be a 
planned, phased development that will improve the lower Ship Creek basin for 
tourism, maritime and resident pedestrian uses.

BENEFITS: Estimated investment in the range of $50 - 100 million over five 
years, and 300 to 500 permanent new jobs. The development is likely to 
include tourism facilities that will address the current shortaae of viable 
attractions in Anchorage. General appeal and community asset quality in the 
area will also be improved.

NEEDS: Public infrastructure improvements, including access, tidelands fill, 
and utilities. Total infrastructure needs for the project are likely to exceed $20 
million, although a precise figure will not be known until development 
proposals are submitted and a developer and development plan are selected.

PROPOSAL: To provide $10 million of the infrastructure needs with a 1991 
appropriation, and the balance in 1992 or later. This will be an essential 
element of attracting a strong development proposal, and will allow the project 
to break ground in the 1992 construction season.

DETAIL: AEDC is currently circulating a "request for proposal" that has been 
approved by both the Alaska Railroad and Municipality. Developers are 
invited to respond. The successful respondent will be granted a master lease 
of the 120 acre project area, which includes the waterfront and lands upstream 
to the eastern end of the Original Townsite project. Details on how the 
infrastructure funding will be used is shown on the next page.
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S H I P  C R E E K  B A S I N  D E V E L O P M E N T  
P R O J E C T  C O S T  S U M M A R Y

J U L Y  1 9 9 0  E S T I M A T E  
D E P A R T M E N T  O F  P U B L I C  W O R K S  
M U N I C I P A L I T Y  O F  A N C H O R A G E

F i l l  a n d  B u t r e s s  M a t e r i a l  $ 5 , 0 0 0 , 0 0 0
( f o r  6 1 . 4  a c r e  p o r t i o n  o f  p r o j e c t )

W a t e r f r o n t  D r i v e  C o n s t r u c t i o n  $ 4 , 0 0 0 , 0 0 0
( c o n n e c t i n g  N o r t h  " C "  S t r e e t  a n d  

C h r i s t e n s e n  D r i v e ,  p r o v i d i n g  s e p a r a t e d  
g r a d e  r a i l r o a d  c r o s s i n g )

P l a n n i n g  f o r  W e t l a n d  M e a d o w  E n h a n c e m e n t  $ 2 2 0 , 0 0 0
a n d  I n t e g r a t i o n

U t i l i t i e s  I n s t a l l a t i o n

P e r m a n e n t  3 4 . 5 K V  e l e c t r i c a l  $ 5 0 0 , 0 0 0

W a t e r  a n d  S e w e r  t o  a r e a  $ 3 5 0 , 0 0 0

T O T A L  U t i l i t i e s  I n s t a l l a t i o n  $ 8 5 0 , 0 0 0

TOTAL INFRASTRUCTURE COST $10,070,000
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ANCHORAGE
E C O N O M I C
D E V E L O P M E N T
C O R P O R A T I O N

S h ip  C r e e k  B a s in  D e v e lo p m e n t

E xecu tive  Sum m ary

G O AL: To attract a qualified urban waterfront development team to undertake 
a major tourism-oriented project in the Ship Creek basin. This will be a 
planned, phased development that will improve the lower Ship Creek basin for 
tourism, maritime and resident pedestrian uses.

BENEFITS: Estimated investment in the range of $50 - 100 million over five 
years, and 300 to 500 permanent new jobs. The development is likely to 
include tourism facilities that will address the current shortage of viable 
attractions in Anchorage. General appeal and community asset quality in the 
area will also be improved.

NEEDS: Public infrastructure improvements, including access, tidelands fill, 
and utilities. Total infrastructure needs for the project are likely to exceed $20 
million, although a precise figure will not be known until development 
proposals are submitted and a developer and development plan are selected.

PROPOSAL: To provide $10 million of the infrastructure needs with a 1991 
appropriation, and the balance in 1992 or later. This will be an essential 
element of attracting a strong development proposal, and will allow the project 
to break ground in the 1992 construction season.

DETAIL: AEDC is currently circulating a "request for proposal" that has been 
approved by both the Alaska Railroad and Municipality. Developers are 
invited to respond. The successful respondent will be granted a master lease 
of the 120 acre project area, which includes the waterfront and lands upstream 
to the eastern end of the Original Townsite project. Details on how the 
infrastructure funding will be used is shown on the next page.
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LEGISLATIVE PROPOSAL

Ship Creek fill, roads and bridges $10,070,000

Continued development of Alaska Railroad-owned property in the Ship Creek basin is 
supported by four professional studies of the area and its potential. The Port’s Master 
Plan, the Ship Creek Concept Plan, the Original Townsite Study and the Port’s Ship Creek 
Development Project Concept Design all recommend increasing the usable property at 
Si lip Creek Point and improvement of access roads and bridges. The Municipal resolution 
(AR 90-28°.) which authorizes the AEDC to attract a private developer to the Ship Creek 
area communicates the intent of the Municipality to include a $10 million legislative grant 
request in the 1991 Legislative package for fill, road and bridge work.

Fill Costs
Each of the key elements in the $10 million package are based on development estimates 
provided by the Municipal Department of Public Works. Fill and buttress material to 
complete the 61.4 acre leasehold development was estimated at $16,870,000 assuming 
material available at a cost of $6 per cubic yard. More recent cost estimates by the 
department have estimated fill material costs at $10 per cubic yard or 166 % of the original 
estimate. Fill for the full pad would cost $28,004,000 at that rate. The administration’s 
recently proposed fill permit does not include the 15 acre "sedge meadow," leaving a total 
of 28.2 acres available for development once the fill permit is in hand.

Improved access
Access to the site from downtown will be provided by a separated grade crossing of the 
railroad tracks. Currently the most favored site is a rail crossing at the eastern edge of the 
Municipality's leasehold which is approached from North C Street via a new road, 
Waterfront Drive. Christensen Drive would be extended to intersect with Waterfront Drive 
north of First Avenue. The combined Waterfront Drive/Christensen Drive access 
improvements are estimated to cost $7,410,000.

Utilities
Utilities have been installed in the project area. The electrical service is not permanent, 
however, and no lateral water and sewer lines have been funded to the periphery of the 
leasehold. Installation of full electrical service the length (east-west) of the Ship Creek 
Point area would cost $500,000. Lateral water and sewer lines into newly-filled portions of 
the site would cost 5250/lin. ft. or $500,000 for four 500' runs.

Budget
Fill:
Access:
Utilities:

Mitiaation:

Between 500,000 and 957,000 cu. yd. (depending on rate) 
Christensen/Waterfront Drive and ARR crossing 
Permanent 34.5KV electrical 
Water and sewer laterals onto newly filled area 
Plannina for sedae meadow enhancement and intearation

$5,000,000
4,000,000

500.000
350.000
220.000

TOTAL $10,070,000



S H I P  C R E E K  B A S I N  D E V E L O P M E N T  
P R O J E C T  C O S T  S U M M A R Y

J U L Y  1 9 9 0  E S T I M A T E  

D E P A R T M E N T  O P  P U B L I C  W O R K S  

M U N I C I P A L I T Y  O F  A N C H O R A G E

F i l l  a n d  B u t r e s s  M a t e r i a l

( f o r  6 1 . 4  a c r e  p o r t i o n  o f  p r o j e c t )

W a t e r f r o n t  D r i v e  C o n s t r u c t i o n  

( c o n n e c t i n g  N o r t h  " C "  S t r e e t  a n d  

C h r i s t e n s e n  D r i v e ,  p r o v i d i n g  s e p a r a t e d  
g r a d e  r a i l r o a d  c r o s s i n g )

P l a n n i n g  f o r  W e t l a n d  M e a d o w  E n h a n c e m e n t  
a n d  I n t e g r a t i o n

U t i l i t i e s  I n s t a l l a t i o n

P e r m a n e n t  3 4 . 5 K V  e l e c t r i c a l  $ 5 0 0 , 0 0 0

W a t e r  a n d  S e w e r  t o  a r e a  $ 3 5 0 , 0 0 0

T O T A L  U t i l i t i e s  I n s t a l l a t i o n

C o s t

$ 5 , 0 0 0 , 0 0 0

$ 4 , 0 0 0 , 0 0 0

$ 2 2 0 , 0 0 0

$ 8 5 0 , 0 0 0

T O T A L  I N F R A S T R U C T U R E  C O S T $ 1 0 , 0 7 0 , 0 0 0
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M r .  F r a n k  T u r p i n  

P r e s i d e n t

E C O N O M I C
D E V E L O P M E N T
C O R P O R A T I O N

A l a s k a  R a i l r o a d  C o r p o r a t i o n  

P . O .  B o x  1 0 7 5 0 0  

A n c h o r a g e ,  A K  9 9 5 1 0 - 7 5 0 0

R e : S h i p  C r e e k  B a s i n  R e d e v e l o p m e n t

D e a r  M r .  T u r p i n :

T h i s  c o n s t i t u t e s  a  l e t t e r  o f  i n t e n t  w h i c h  s e t s  f o r t h  i n  g e n e r a l  

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

t h e  A n c h o r a g e  E c o n o m i c  D e v e l o p m e n t  C o r p o r a t i o n  (A E D C )  a n d  t h e  

A l a s k a  R a i l r o a d  C o r p o r a t i o n  ( A R R C )  f o r  t h e  r e d e v e l o p m e n t  o f  a 

p o r t i o n  o f  t h e  S h i p  C r e e k  B a s i n  i n  A n c h o r a g e ,  A l a s k a .

I t  i s  a n t i c i p a t e d  t h a t  t h e  d e t a i l s  o f  b o t h  t h e  p r o c e s s  a n d  t h e  

p r o j e c t  w i l l  e v o l v e  b y  a g r e e m e n t  a s  w e  p r o c e e d .

G O A L S .  T h e  p r i m a r y  g o a l  i s  t o  a c c o m p l i s h  t h e

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

C r e e k  B a s i n  o n  t h e  S o u t h  s i d e  o f  S h i p  C r e e k ,  w e s t  o f  t h e  p o w e r  

p l a n t  d a m  t o  t h e  s h o r e l i n e  o f  C o o k  I n l e t .  T h i s  w i l l  e n c o m p a s s  

l a n d  o w n e d  b y  A R R C  a n d  l a n d  l e a s e d  b y  t h e  M u n i c i p a l i t y  o f  

A n c h o r a g e  (M O A )  f r o m  A R R C .  T h e  r e d e v e l o p m e n t  w i l l  b e  

a c c o m p l i s h e d  t h r o u g h  a  p r o j e c t  d e v e l o p e r  s e l e c t e d  b y  a n  R F P  

p r o c e s s  a n d  a p p r o v e d  b y  A R R C  a n d  M O A .

P R O C E S S  O U T L I N E .  T h e  p r o p o s e d  p r o c e s s  is:

1. E x e c u t e  t h i s  l e t t e r  o f  i n t e n t .

2. F o r m  P r o j e c t  C o m m i t t e e

3. S o l i c i t  t h e  i n p u t  a n d  s u p p o r t  o f  c i v i c

o r g a n i z a t i o n s ,  s u c h  a s  G o v e r n m e n t  K i l l  C o m m u n i t y  

C o u n c i l ,  D o w n t o w n  A n c h o r a g e  A s s o c i a t i o n ,  
C o m m o n w e a l t h  N o r t h ,  A n c h o r a g e  C h a m b e r  o f

C o m m e r c e ,  a n d  A n c h o r a g e  C o n v e n t i o n  a n d  V i s i t o r s  
B u r e a u .

4. O b t a i n  c o n c e p t  a p p r o v a l  b y  M O A  a n d  c o m m i t m e n t  o f  

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

6 0  a c r e s  o n  t h e  s h o r e l i n e  s o u t h  o f  t h e  m o u t h  o f  

S h i p  C r e e k ,  t o  A E D C  f o r  i n c l u s i o n  in t h e  R F P  
p r o c e s s  a n d  t h i s  p r o j e c t .

550 West 7th Avenue 
Suite 1130
Ancnoraae.  AK  99501 

Teletnone |907) 258-3700 
FAX 1907) 253-66*16



M r .  F r a n k  T u r p i n
A p r i l  2 0 ,  1 9 9 0
P a g e  2

5. N e g o t i a t e  r e l o c a t i o n  a g r e e m e n t s  w i t h  e x i s t i n g  

t e n a n t s ,  o t h e r  t h a n  M O A .

6 . N e g o t i a t e  M a s t e r  L e a s e  O p t i o n s  w i t h  A R R C  a n d  M O A  

f o r  t h e i r  r e s p e c t i v e  l a n d  i n t e r e s t s .

7. P r e - R F P  c o n s u l t a t i o n  w i t h  r e g u l a t o r y  a g e n c i e s .

8 . P r e - R F P  p u b l i c  h e a r i n g .

9. D r a f t  R F P  a n d  c o n d u c t  a d d i t i o n a l  p u b l i c  h e a r i n g .

1 0. F i n a l i z e  R F P  a n d  o b t a i n  a p p r o v a l  o f  A R R C  a n d  M O A .

1 1 .  D i s s e m i n a t e  R F P  t o  l o c a l ,  r e g i o n a l ,  n a t i o n a l  a n d  

i n t e r n a t i o n a l  d e v e l o p e r s .

1 2 .  R e c r u i t  r e s p o n s e s  b y  q u a l i f i e d  d e v e l o p e r s .

13. R e v i e w  r e s p o n s e s  t o  R F P  a n d  s e l e c t  f i n a l i s t s .

1 4 .  N e g o t i a t i o n  w i t h  d e v e l o p e r ( s ) .

1 5 .  S e l e c t i o n  o f  s u c c e s s f u l  p r o p o s a l .

16. A p p r o v a l  o f  p r o p o s a l  a n d  d e v e l o p e r  b y  A R R C  a n d  

M O A .

17. F i n a l i z e  a n d  e x e c u t e  d e v e l o p m e n t  a g r e e m e n t .

1 8. A s s i g n m e n t / t r a n s f e r  o f  M a s t e r  L e a s e  O p t i o n s  t o  

d e v e l o p e r .

P R O P O S E D  E L E M E N T S .  T h e  f o l l o w i n g  h a v e  b e e n  i d e n t i f i e d  

a s  c r i t i c a l  e l e m e n t s  o f  p o r t i o n s  o.' t h e  p r o j e c t  s t r u c t u r e .

1. T h e  P r o j e c t  C o m m i t t e e  w i l l  b e  a n  A E D C  c o m m i t t e e  

w h i c h  w i l l  c o n s i s t  o f  a t  l e a s t  o n e  m e m b e r  e a c h  

f r o m  A E D C ,  A R R C  a n d  M O A .  A R R C  a p p r o v a l  s h a l l  b e  

r e q u i r e d  f o r  p e r s o n s  s e l e c t e d  f o r  t h e  c o m m i t t e e .  

D e c i s i o n s  o f  t h e  p r o j e c t  c o m m i t t e e  m u s t  b e  

u n a n i m o u s .

2. T h e  M a s t e r  L e a s e  O p t i o n  m u s t  c o n t a i n  t h e  

f o l l o w i n g  e l e m e n t s :



M r .  F r a n k  T u r p i n
A p r i l  2 0 ,  1 9 9 0
P a g e  3

a. D e v e l o p m e n t  I n c e n t i v e s .  I t  w i l l  p r o v i d e  

f o r  t a x  f r e e  f i n a n c i n g  o f  a t  l e a s t  f i v e  

m i l l i o n  d o l l a r s  p e r  y e a r  f o r  f i v e  y e a r s ,  

s u b j e c t  t o  t h e  r e q u i r e m e n t s  o f  f e d e r a l  a n d  

s t a t e  l a w .  I t  a l s o  m a y  p r o v i d e  f o r  l e a s e  

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

i n v e s t m e n t  i n  l e a s e h o l d  a n d / o r  s u b l e a s e h o l d  

i m p r o v e m e n t s  a s s o c i a t e d  w i t h  t h e  p r o j e c t  a t  

A R R C  d i s c r e t i o n .

b. T r a n s f e r a b i l i t y .  T h e  M a s t e r  L e a s e  O p t i o n s  

t o  A E D C  m a y  b e  a s s i g n e d  o r  e x e r c i s e d  u p o n  

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

b y  A R R C  a n d  M O A .

3. T h e  D e v e l o p m e n t / P r o j e c t  A g r e e m e n t  s h a l l  a f f o r d

o p p o r t u n i t i e s  f o r  l o c a l  s m a l l  b u s i n e s s e s  t o  

p a r t i c i p a t e  a s  s u b l e s s e e  o w n e r s  a n d  o p e r a t o r s .

R E C O G N I Z E D  C O N T I N G E N C I E S  A N D  T O P I C S  F O R  D I S C U S S I O N  

P R I O R  T O  D R A F T I N G  R F P .  T h e  f o l l o w i n g  l i s t  o f  c o n t i n g e n c i e s  a n d  

t o p i c s  w h i c h  m u s t  b e  a d d r e s s e d  i s  n o t  e x h a u s t i v e ,  b u t  s e r v e s  a s  

a g u i d e  f o r  a c t i o n :

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

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

i d e n t i f i e d .

2 , T h e  M O A  m u s t  c o m m i t  t o  i n c l u s i o n  o f  i t s  l e a s e h o l d

a c r e a g e  b e f o r e  e x e c u t i o n  o f  t h e  M a s t e r  L e a s e

O p t i o n  b e t w e e n  A E D C  a n d  A R R C .

3. E n v i r o n m e n t a l  r i s k s  a n d  c o n c e r n s ,  b o t h  e x i s t i n g  

a n d  r e l a t e d  t o  p r o j e c t  d e v e l o p m e n t  s h a l l  b e  

i d e n t i f i e d  a n d  a  p l a n  d e v e l o p e d  t o  a d d r e s s  t h e  
s a m e .

4. R a i l r o a d  r i g h t  o f  w a y  r e q u i r e m e n t s  a n d  s a f e t y

c o n c e r n s  s h a l l  b e  i d e n t i f i e d .

5. I n v e n t o r y  a n d  p o t e n t i a l  u t i l i z a t i o n  o f  e x i s t i n g  

a n d  p r e s e n t l y  p r o p o s e d  i m p r o v e m e n t s  w i t h i n  t h e  

p r o j e c t  a r e a  m u s t  b e  e v a l u a t e d .

A E D C  D U T I E S  A N D  R E S P O N S I B I L I T I E S .  A E D C  s h a l l

u n d e r t a k e  t h e  f o l l o w i n g  a t  i t s  o w n  e x p e n s e :
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1. S o l i c i t a t i o n  o f  M O A  c o m m i t m e n t  o f  t h e  S h i p  C r e e k  

l a n d  l e a s e d  b y  M O A  f r o m  A R R C  t o  t h e  p r o j e c t .

2. O f f i c e  a n d  a d m i n i s t r a t i v e  s t a f f  s u p p o r t  t o  t h e  
P r o j e c t  C o m m i t t e e .

3. P r e p a r a t i o n  a n d  i s s u a n c e  o f  t h e  f i n a l  R F P .

4. R e c r u i t m e n t  o f  k n o w n  p o t e n t i a l  d e v e l o p e r s  t o  
s u b m i t  r e s p o n s e s  t o  R F P .

A R R C  D U T I E S  A N D  R E S P O N S I B I L I T I E S .  A R R C  s h a l l  

u n d e r t a k e  t h e  f o l l o w i n g  a t  i t s  o w n  e x p e n s e :

1. P r o v i s i o n  o f  a c c u r a t e  i n f o r m a t i o n  r e g a r d i n g  l e g a l

d e s c r i p t i o n s ,  e x i s t i n g  l e a s e s  a n d  u s e s  o f  A R R C

l a n d  w i t h i n  t h e  p r o j e c t .

2. E x p e d i t i o u s  n e g o t i a t i o n  i n  g o o d  f a i t h  o f  M a s t e r  
L e a s e  O p t i o n .

3. P r o v i s i o n  o f  c u r r e n t l y  a v a i l a b l e  i n f o r m a t i o n  

c o n c e r n i n g  i d e n t i f i e d  e x i s t i n g  o r  p o t e n t i a l  

e n v i r o n m e n t a l  h a z a r d s  o r  r i s k s  w i t h i n  t h e  p r o j e c t  

a r e a .

4. A s s i s t a n c e  a n d  s u p p o r t  i n  d e a l i n g  w i t h  r e g u l a t o r y  

a g e n c i e s  a n d  M O A .

5. R e v i e w  a n d  f i n a l  a p p r o v a l  o f  R F P .

6 . R e v i e w  a n d  a p p r o v a l  o f  f i n a l  d e v e l o p m e n t  

a g r e e m e n t .

T h e  p a r t i e s  a c k n o w l e d g e  a n d  a g r e e  t h a t  t h e  f o r e g o i n g  a l l o c a t i o n  

o f  d u t i e s  a n d  r e s p o n s i b i l i t i e s  i s  n o t  c o m p l e t e .  O t h e r  t a s k s  

a n d  d u t i e s  s h a l l  b e  i d e n t i f i e d  a n d  a l l o c a t e d  i n  t h e  c o u r s e  o f  

t h e  w o r k  o f  t h e  P r o j e c t  C o m m i t t e e .  E a c h  p a r t y  s h a l l  u s e  i t s  

b e s t  e f f o r t s  i n  a c c o m p l i s h i n g  t h e  g o a l s  s e t  f o r t h  a b o v e .

C O M P E N S A T I O N .  A E D C  s h a l l  b e  c o m p e n s a t e d  f o r  i t s  

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

t h e  d e v e l o p e r  f o r  a s s i g n m e n t / t r a n s f e r  o f  t h e  r i g h t s  o f  A E D C  i n  

t h e  M a s t e r  L e a s e  O p t i o n ( s ) . A E D C  m a y  b e  f u r t h e r  c o m p e n s a t e d  

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

p l a n  f o r  t h e  p r o j e c t ,  a s  p r o v i d e d  i n  t h e  d e v e l o p m e n t  a g r e e m e n t .
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W A I V E R  O F  C L A I M S .  W i t h o u t  r e g a r d  t o  t h e  s u c c e s s  o r  

f a i l u r e  o f  t h e  e f f o r t s  o f  A E D C ,  A R R C  a g r e e s  a n d  h e r e b y  d o e s  

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

n a t u r e  it h e r e a f t e r  m a y  h o l d  a g a i n s t  A E D C ,  i t s  d i r e c t o r s ,

o f f i c e r s ,  e m p l o y e e s  o r  a g e n t s  a r i s i n g  o u t  o f  t h i s  p r o j e c t ,  

o t h e r  t h a n  t h o s e  w h i c h  a r i s e  f r o m  g r o s s  n e g l i g e n c e  o r  m a l i c i o u s  

a n d  i n t e n t i o n a l l y  d a m a g i n g  a c t i o n s .  L i k e w i s e ,  a n d  t o  t h e  s a m e  

e x t e n t ,  AFL'C a g r e e s  a n d  h e r e b y  d o e s  r e l e a s e  c l a i m s  i t  m a y

h e r e a f t e r  h o l d  a g a i n s t  A R R C ,  i t s  d i r e c t o r s ,  o f f i c e r s ,  e m p l o y e e s  

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

T E R M I N A T I O N . T h i s  a g r e e m e n t  s h a l l  c o n t i n u e  i n  f o r c e  

a n d  e f f e c t  f o r  a  p e r i o d  o f  n o t  l e s s  t h a n  18 m o n t h s  o r  t h e

i s s u a n c e  o f  t h e  f i n a l  R F P  a n d  12 m o n t h s  t h e r e a f t e r ,  w h i c h e v e r  

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

e x t e n s i o n  o f  t h e s e  t i m e  p e r i o d s .

D I S C L A I M E R .  A E D C  c a n n o t  a n d  d o e s  n o t  g u a r a n t e e  t h a t  

i t  w i l l  b e  s u c c e s s f u l  i n  m e e t i n g  t h e  g o a l s  s e t  f o r t h  h e r e i n .  

A R R C  a g r e e s  a n d  a c k n o w l e d g e s  t h a t  A E D C  i s  n o t  p r o v i d i n g  l e g a l ,  

t a x  o r  o t h e r  p r o f e s s i o n a l  a d v i c e  t o  A R R C  u n d e r  t h i s  a g r e e m e n t  

a n d  t h a t  t h e  r e s p o n s i b i l i t y  f o r  s e c u r i n g  s u c h  p r o f e s s i o n a l  
a s s i s t a n c e  i s  t h e  r e s p o n s i b i l i t y  o f  A R R C .

T h e  p a r t i e s  a g r e e  t h a t  t h i s  l e t t e r  s h a l l  c o n s t i t u t e  a n  

e f f e c t i v e  a g r e e m e n t  u p o n  i t s  e x e c u t i o n  b y  r e p r e s e n t a t i v e s  o f  
e a c h  c o r p o r a t i o n .

T h e  s t a f f  o f  t h e  A n c h o r a g e  E c o n o m i c  D e v e l o p m e n t  C o r p o r a t i o n  
l o o k s  f o r w a r d  t o  w o r k i n g  w i t h  y o u  o n  t h i s  p r o j e c t .

V e r y  t r u l y  y o u r s ,

A N C H O R A G E  E C O N O M I C  D E V E L O P M E N T  

C O R P O R A T I O N

S c o o t  E. H a w k i n s  

P r e s i d e n t

A C C E P T A N C E

A c c e p t e d  a n d  a g r e e d  t o  t h i s  d a y  o f  A p r i l ,  1 9 9 0 ^

A L A S K A  R A I L R O A D  C O R P O R A T I O N

n W / "  '  ANCHORAGE3 V::_«£—/ —-______________  i c o n o u i j

F r a n k  T u r p i a £ >  “,0v.VoV.“,,aN:
P r e s i d e n t
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O P T I O N  A G R E E M E N T  \

T H I S  O P T I O N  A G R E E M E N T  -'.this " O p t i o n " )  i s  m a d e  a.nc e n t e r e d  

i n t o  b y  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e ,  a m u n i c i p a l  c o r p o r a t i o n  

u n d e r  t h e  c o n s t i t u t i o n  a n d  l a w s  o f  t h e  S t a t s  o f  A l a s k a ,  a n d  t h e  

A n c h o r a g e  E c o n o m i c  D e v e l o p m e n t  C o r p o r a t i o n ,  a n  A l a s k a  n c n - o r c f i t  

c o r p o r a t i o n  ( " A E D C " ) .

R e c i t a l s

A .  T h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n  a n d  A E D C  e n t e r e d  i n t o  a 

l a c - s o  c i  i n t e n t  c a ^ e d  ,-cril 1 0 , 1 3 9 C  c o r . o s m i n o  t h e  S h ’c <"','cie k  

E u s m  ?.e o t'.-eiccfne.. t cro'.ecr, whicr. a m e  n o  o t h e r  thir.es c  r e v  i c e d  

■for neecr. r a t i o n s  o f  a m a s t e r  l e a s e  f o r  r e a l  c r c c e r t v  o f  t h e  

A l a s k a  R a i l r o a d  w i t h i n  t h e  b o u n d a r i e s  o f  t h e  p r o j e c t .

3. S a i d  l e t t e r  o f  i n t e n t  -a l s o  p r o v i d e d  f o r  A E D C  t o  a c q u i r e  

a n d  h o l d  a n  o p t i o n  f o r  s a i d  m a s t e r  l e a s e  p e n d i n g  t h e  s e l e c t i o n  o f  

a q u a l i f i e d  d e v e l o p e r  a n d  d e v e l o p m e n t  p l a n .

C. A n  a p p r o x i m a t e  0 3 . 3  a c r e  p a r c e l  o f  l a n d  i n c l u d e d  w i t h i n  

tr.e b o u n d a r i e s  o f  t h e  p r o j e c t  is c u r r e n t l y  u n d e r  l e a s e  b v  

MOA. frcm. t h e  A l a s k a  F . a i l r c a d  C o r p o r a t i o n  u n t i l  S e p t e m b e r  2 0 1 / ,  

a f t e r  w h i c h  t i m e  t h e  M O A  h a s  a n  o p t i o n  t o  r e n e w  t h a t  l e a s e  f o r  a n  

a d d i t i o n a l  t h i r t y - f i v e  y e a r s .

D .  T h e  l e t t e r  o f  i n t e n t  e n t e r e d  i n t o  b y  t h e  A l a s k a  R a i l r o a d
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.^development project  is  con t ingent  upon the  MOA coreei.no to nek; 

.cs l e a s e  area ava i lab le  tor  in c lu s io n  in the  o r o c e s s .

E. The MOA and AEDC have agreed th a t  the MOA's l e a s e  area 

should be made ava i lab le  for  in c lu s io n  in  the Ship Creek Basir. 

Redevelopment projeer through the granting  to AEDC o f  an option  

for a s u b le a s e  o f  that property cn terms s u b s t a n t i a l l y  s im i la r  to 

the op t io n  agreement n eg o t ia te d  between the Alaska Railroad 

Corporation and the AEDC.

?. The M C A  and A E D C  have negotiated  the  terms and condit ions  

to be s e t  fo r th  in an op t io n  for a su b le a se  and wish to reduce 

the same to  w r it in g .

Agreement

1. MOA hereby grants to AEDC an o p t io n  to su b lease  that  cer­

ta in  r e a l  property held by MCA in  the Ship Creek Basin, 

Anchorage, Alaska, more s p e c i f i c a l l y  i d e n t i f i e d  in  Exhibit  A 

attached h ere to ,  on the terms and c o n d i t io n s  h e r e in a f te r  se t  

fo r th .

2. MOA and AEDC acknowledge that m a ter ia l  terms o f  the mas­

ter  s u b le a se  are net complete due to  the process  whereby a 

d e v e lo p e r / s u b le s s e e  is  to re s e le c te d .  This document i s  subject  

r \  i * " * c n s  ~ o  £ c c c  r r jn s c  ~ ^  ~ c i'j. * r  s r r  s  » s  o r

cr.e s e l e c t e d  d e v e l o r e r / s u b l e s s e e . The master sublease  which



a s u l t s  from the negot ia t ion  process as described ir. this Co tier,  

r.d _ts attachments s h a l l  be contained in a document substan-  

v s i m i l a r  to that attached as Exhi b i t  3, s^d •**’<=

*.n t h i s  Option as the "Master Sublease" .

3. The s e l e c t i o n  process mentioned in Paragraph 2 above i s  

understood and agreed bv the p a r t ie s  t c  be composed of  the

fo l low  ir .a:

a .  This Option anc the attached e x h ib i t s  sha l l  be part  

of a req u es t  for proposal (RFP; is sued  by the Ship Creek. Basin  

Redevelopment Project  Committee o f  AEDC. The MCA and AEDC 

ex p ress ly  agree  that th is  committee s h a l l  c o n s i s t  of  a member o f  

the Alaska Railroad,  a board member o f  AEDC, a men ter o f  the  

Municipal Assembly, and the Mayor o f  the Municipality o f

* i«\ ** ^ , *"*’ ^  £ id iT £ C1̂ ' —t* ' t  C ' • * * ' * ' '  ^  ̂

m ittee  s t a t e d  on page 27 o f '  the c r a f t  RF? to r e f l e c t  t h i s  

rr.em.eer s h i p . Delegation of AEDC Chip Creek P r e s e t  Committee
1 •_/ T* ̂ *y .*** - i  • -  v- <• »• n ’ o vlI lC .ow U  *i ̂  V w/ M •»> •* — — «• y •

b. T h e  P r o j e c t  C o m m i t t e e  s h a l l  u n a n i m o u s l y  i4 c u t  c f  4) 

s e l e c t  a d e v e l o p e r  a n d  n e g o t i a t e  a d e v e l o p m e n t  p l a n  and d e v e l o p ­

m e n t  a g r e e m e n t  to w h i c h  t h e  d e v e l o p e r ,  M C A  a n d  A E D C  s h a l l  b e  

s i g n a t o r i e s  ( t h e  " D e v e l o p m e n t  A g r e e m e n t " ) .  T h e  D e v e l o p m e n t
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A g r e e m e n t  s h e l l  c o n t a i n  a n  a s s i g n m e n t  o f  t h i s  O p t i o n  and t h e  

T i c k e r 1 a l  t e r m s  r e c r u i t e d  t c  r e n d e r  t h e  S u b l e a s e  f u l l "  g  ̂- o —-•' v *  

s u c h  a s  t h e  p e r c e n t a g e  c f  p r e s s  r e v e n u e s  t c  b e  s a f e  c v  t h e  

d e v e l o p e r / s u b l e s s e e  a s  t e n t .

fe‘

c .  Other changes tc conform the  Master Sublease with
V *

the approved development pier, w i l l  be incorporated,  e . g . , d e l e -  £
|W

tier. s p e c i f i c  propert ies  as inappropriate  t c  the project ,  i f  

nec.ess a -7 , and the commencement date o f  the i n i t i a l  Sublease term 

to be fo l lo w ed  by cne renewal term o f  t h i r t y - f i v e  (35) years ,  

which w i l l  he subteu: tc the MCA's term ination  r ig h t  s e t  forth  in  

Paragraph 4 b e low.

d .  T h e  D e v e l o p m e n t  A g r e e m e n t ,  t h e  a s s i g n m e n t  o f  O p t i o n ,  

a n d  t h e  S u b l e a s e  i t s e l f  s h a l l  n o t  b e  e f f e c t i v e  u n t i l  e a c h  h a s  

b e e n  a p p r o v e d  b y  t h e  B o a r d  c f  D i r e c t o r s  o f  A R R C  er.c t h e  M O A .

4 . N o t w i t h s t a n d i n g  t h e  f o r e g o i n g ,  t h e  S u b l e a s e  s h a l l  c o n t a i n

n t ,  1 -- •, ^  ^  cr — - . n  ~  — a  — • a  ’ ’ *■ r  —  ̂ ^  ^  y h i  *  r s '  *  r*. r, * * *n r * *  ~  r * g z r  ^  •W «■ w V t WS, .  W w -  >- *  - 1 * ^  •» ««w -  ̂  V •

a. T h e  i n i t i a l  term, o f  t h e  m a s t e r  s u b l e a s e  s n a i l  b e  

u n t i l  S e p t e m b e r  2 0 1 7  ar.c, s h o u l d  t h e  M O A  e l e c t  t o  e x e r c i s e  i t s  

o p t i o n  t o  r e n e w  t h e  l e a s e  v;itr. t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n ,  

b e  r e n e w a b l e  u p o n  m e  s a m e  t e r m s  a n d  c o n d i t i o n s  f o r  a r e n e w a l  

t h i r t y - f i v e  (25; y e a r s .  A  r i g h t  t o  t e r m i n a t e  w i l l  b e

*
i*
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r e s e r v e d  it m O A  c f t e r  t h e  i n i t i a l  s u b l e a s e  t e r m .  I n  cr.e e v e n t  o f  

s u c h  t e r m i n a t i o n , M u n i c i p a l i t y  o f  Ar.chc.7 e 5 e  s h e l l  c c m . c e n s a s e  t h e  

d e v e l o p e r / s u b l e s s e e  f o r  t h e  f a i r  m a r k e t  v a l u e  c f  i t s  l e a s e h o l d  

c m p r c v e m e r . e s .  D e v e l o p e r / s u b l e s s e e  m u s e  g i v e  n o t i c e  c f  r e n e w a l  in 

w r i t i n g  n e t  l a t e r  t h a n  s i x  -5) m o n t h s  p r i o r  t o  t h e  e x p i r a t i o n  c f  

t h e  i n i t i a l  t e r m  o r  f i r s t  r e n e w a l  t e r m ,  as a p p l i c a b l e .

b. A n n u a l  r e n t s  s h a l l  b e  e q u a l  t o  t h e  s u m  c f  t h e

f o l l o w i n g :

V "

( ij/ f

btifc1'

e ” -
Biff' 

f t

N 'H ,

1 ; - * -

i l ) ' M i n i m u m  R e n t " .  L e s s e e  s h a l l  p a y  to M O A  w i t h

0 t h e  M u n i c i p a l i t y ' s  d e v e l o p a b l e  w a t e r f r o n t  l a n d s ,

f i v e  p e r c e n t  c f  t h e  e s t a b l i s h e d  v a l u e  o f  t h e  l a n d s .  The 

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

s h a l l  b e  $ 3 . 0 0  p e r  s q u a r e  f o o t  t h r o u g h  1 9 9 6 .  A f t e r  1 9 9 6 ,  the  

e s t a b l i s h e d  v a l u e  w i l l  c o n f o r m  w i t h  t h e  A E D O A R R C  m a s t e r  

l e a s e  o p t i o n ,  a g r e e m e n t  ar.c t h e  l e a s e  a g r e e m e n t  b e t w e e n  t h e  

M u n i c i p a l i t y  a n d  A R R C ,  w i t h  t h e  l a t t e r  a g r e e m e n t  i n  t h e  s u p e ­

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

t c  s u b s e c t i o n  ( a ) a b o v e .  " G r o s s  r e v e n u e  p e r c e n t a g e  r e n t "  a n d

" p e n a l t y " ,  i f  d u e ,  w i l l  b e  p a y  s o l e  t o  t h e  M u n i c i p a l i t y  o f  

Ar.cr.orace m  a d d i t i o n  t o  t h e  " m i n i m u m ,  r e n t "  d e s c r i b e d  i n  t h i s  

S e c t i o n .

i

( i i )  Thar, p o r t i o n  c f  t h e  m a s t e r  s u b l e a s e  cha: 

s tc u n f i l l e d  t id e l e n d s  w i l l  b e  exertion f r o m  r e n t  pay-

- 5
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m e n ’is ihrcv.gr. 1 9 9 6 .  A f t e r  i ? 9 6 ,  u n f i l l e d  t i d e i a r . d s  w i l l  be 

l e a s e d  a :  a " m i n i m u m  r e n t "  c o n s i s t e n t  w i t h  t h e  f a i r  m a r k e t  

v a l u e  o f  u n f i l l e d  t i d e l a n d s ,  a s  d e t e r m i n e d  l a w f u l l y  b y  i n d e ­

p e n d e n t  a p p r a i s a l , u n t i l  s u c h  t i m e  a s  t h e  t i d e l a n d s  a r e  

f i l l e d .  F o r  e x a m p l e ,  if t h e  f a i r  m a r k e t  v a l u e  c f  u n f i l l e d  

c i d e l e n d s  L i  e s t a b l i s h e d  b y  i n d e p e n d e n t  a p p r a i s a l  t c  b e  5 1 . co 

p e r  s q u a r e  f e e t ,  t h e  b a s e  l e a s e  r a t e  s h a l l  h a  f i v e  csrcer.t of 

t h a t  a m o u n t  p e r  y e a r ,  o r  $ 0 . 0 5  p e r  s q u a r e  f o o t ,  m i n u s  a n y  

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

(iiij In n o  e v e n t  s h a l l  s u b l e s s e e  p a y  to t h e  

M O A  a n  a m o u n t  l e s s  t h a n  t h a t  w h i c h  t h e  M C A  is o b l i g a t e d  t o  

p a y  u n d e r  t h e  M O A / A R R C  S h i p  C r e e k  P o i n t  L e a s e .

(2) " P e r c e n t a g e  R e n t " .  D e v e l o p e r / s u b l e s s e e  s h a l l  

p a y  t o  M O A  a s  a c d . t i o . n a l  a n n u a l  r e n t  a n  a m o u n t  w h i c h  is a f i x e d  

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

f r o m  t h e  r e a l  p r o p e r t y  w h i c h  is s u b j e c t  t c  t h e  M.astar S u b l e a s e .  

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

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

t h e  R F P .

•y

I

«u.

i,3) " P e n a l t y  R e n t " .  I n  t h e  e v e n t  t h a t ,  b y  t h e

w C -» « - . . w

d e v e l o c e r / s u b l e s s e e  h a s

e l e v e n t h  ( H e r . )  l e a s e  y e a r ,  t h e

n a e -  -  0 1: ** r
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p r o t e c t E d  P e r c e n t a g e  R e n t  e r a s e r . t e d  ir. i t s  c e s p o r . s e  to t h e  ?.F?

(3) y e a r s , t h ef o r  e a c h  o f  t h e  p r e c e d i n g  t h r e e  

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

y e a r  a n  a m o u n t  e q u a l  tc t h e  t h e n - c u r r e n t  M i n i m u m  R e n t  w i t h o u t  a n y  

d e d u c t i o n  f o r  c a c i t a l  i m o r  o v e r r e n t  c r e d i t .  F o r  e a c h  v e a r  t h e r e a f ­

t e r  i n  w h i c h  d e v c l c o a r / l e s s e e  d o e s  n o t  t r c d u r 2 t  50% O f

t h e  P e r c e n t a g e  R e n t  s o  p r o j e c t e d  f o r  t h e  I C t h  l e a s e  y e a r ,  it

s h a l l  p a y  a s  P e n a l t y  R e n t  a n  a m o u n t  

M in i r r . u r r ,  ? * £ in c  v j l c i r . c « i «  d £ d \ i c d i r r i

v*<« V*

^  r .  v«

T O  p  ^ f l n « H ' > * r Q n | -V- W «.«aW • W tek  k. w . 1 w

c s c j c t o i .

I n  a l l  suer, c o s e s .  P e n a l t y  R e n t  is c u m u l a t i v e  t o  t h e  

^ r »w .*! i r * — t * - ~  ~ r « 1 3 i. i r c d  r c  » " n  L i . — u  o ^ .

r ' ~

• «r 

f »T

c. C a p i t a l  i m p r o v e m e n t  c r e d i t s  a g a i n s t  r e n t a l  d u e  

M O A  s h a l l  b e  a v a i l a c i e  t o  t h e  d e v e l c c s r / s u b l e s s e e  or. t h e  f o l l o w -

i p . q o a s i s :

(1) S u b l e s s e e  s h a l l  r e c e i v e  a n n u a l  c a p i t a l  

i m p r o v e m e n t  c r e d i t s  w h i c h  s h a l l  b e  5 . 0 %  o f  t h e  d i r e c t  c a p i t a l  

" ''ps ** ' c ^ c c s  c.*w'd L j  *r> r. c ^ r * c r s 3  r ,"*v’C T 3 c ^ s  c c n  —

s i s t e n t  w i t h  t h e  I s v e l c p m e n t  A g r e e m e n t .

f o r e g o i n g ,  i n  n o  e v e n t  s n a i u  t h e  a n n u a l

N o t w i t h s t a n d i n g  t h e  

c r e d i t  e x c e e d  1 0 %  o f

M '  r  ’ " P . " !  2 n O t h e r w i s e  q u a l i f y i n g  

T 0 v  3  r  3  ^ 3  * d

c o s t s  s n a i l  

^ ***30-i.' * o r

' -n — a3 *' n  ̂  r . q ̂  ^  . ».n CC V 3 r’ T 3  n ~ ^  r  A h u  C Z T-3 T



r c v'a ̂  r m.enta 1  s c u  r c s f o r  w h i c h  d e v e l c o e r / s u b l e s s e s  

g a t e d  t o  r e p a y .

Bft-5

(2) T h e  d e v e l o p e r / s u b l e s s e e  s h a l l  p r o v i d e  a n  

a c c o u n t i n g  c f  t h e  q u a l i f y i n g  c o s t s  a n d  f u n d  s o u r c e s  w i t h i n  s i x t y  

1 o G  j d a y s  c f  t h e  c l o s e  c f  t h e  s u b l e a s e  y e a r  i n  w h i c h  fr.e c o s t s  

•were p a i d .  M C A  s h a l l  i s s u e  a c r e d i t  w i t h i n  15 d a y s  c f  r e c e i c t  o f  

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

tr.s t i m e  t h e  c r e d i t  -.s i s s u e d  a n d  t o  a n y  f u t u r e  r e n t s  c u e  f o r  t h e  

o r . e n - c u r r e n t  y e a r .  I f  .10 r e n t s  e r e  o r  w i l l  h e  d u e  f o r  t h e  c u r -  

M O -  ' h a l l  r e f u n d  to t h e  u  e v  e 1 c  c s  r / s u b l e s s e e  -'■e jr?cur.t 

o f  tr.e c r e d i t  w i t h - . n  '.0 d a y s  c f  i s s u a n c e ,  u n l e s s  M C A  e l e c t s  t o  

r e q u i r e  a n  a u d i t  as p r o v i d e d  f o r  i n  s u b p a r a g r a p h  (3) i m m e d i a t e l y  

b e l o w .

(3) M O A  n a y  r e q u i r e  a n  a u d i t  a t  a n y  t i m e ,  c o n ­

d u c t e d  b y  t h e  M C A  I n t e r n a l  A u d i t o r  o r  t h e  a u d i t o r ' s  d e s i g n e e ,  o f  

d e v e l o p e r / s u b l e s s e e 1s a n n u a l  c a p i t a l  i m p r o v e m e n t  c o s t  r e p o r t  b y  

w r i t t e n  r e q u e s t  t a d s  witr.ir. 3C d a y s  o f  _ c s  r e c e i p t .  S h o u l d  t h e  

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

f i v e  p e r c e n t  ( 5 . 0 % ;  o r  m o r e ,  t h e n  t h e  d e v e l o p e r / s u b l e s s e e  s h a l l  

b e a r  t h e  e x p e n s e  o f  t h e  a u d i t :  o t h e r w i s e ,  M C A  s h a l l  b e a r  t h e  f u l l  

0 - ^ - ^ ^ 2  p.f'w s - ^ - t a n c v  " e v s e l e d  b v  t h e  a u d i t  * b e  o r c m p t l v

c o r r e c t  s c  c y  cr.a

c e v e i o p e r / s u c i e s s e e  o 

M O A ,  a s  a p p l i c a b l e .

I i l ,  ^1 1 w or r e n ’ oy

c e '  a ̂  .t *“ 2 cl i  -  Idv
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a .  D e v e l o p e r > s u b l e s s e e  n a y  a s s i g n  - h e  L e a s e  o n l y  i n

y l i c . n c e  w i t h  t h e  t e r m s  c f  t h e  D e v e l o p m e n t  A g r e e m e n t  g o v e r n i n g  

a s s i g n m e n t  a n d  t r a n s f e r s  c f  i n t e r e s t .

f .  M C A  w i l l  c o n d u c t  a n  e n v i r o n m e n t a l  s i t e  a s s e s s m e n t

i t  r  t h e  t r e t  a r t y  s u b j e c t  t o  t h i s  C c t i c n .  p r i o r  t o  e x e c u t i o n  o f  t h e

. • . a s t e r  l e a s e  a n d  w i l l  c r o v i d s  a  t c o v  c f  t h e  r e s u l t s  t h e r e o f  t o  

A l i e  e n d  d e v e l o p e r / s u b l e s s e e . T h e  d e v e l o p e r / s u b l e s s e e  m a y  

t o r  a d d i t i o n a l  s i t e  a s s e s s m e n t  w o r k  a t  i t s  e x p e n s e  a n d

r e v  v i e  c c o p y  c f  t h e  r e s u l t s  t h e r e o f  t o

■ O  r i  I T  ^  — • • tv-** I <•»
   —  .

. r* *- -a / •» c.

W 1 ̂  «  if r5 * S C %« i r 2 C  *1C.

* w  i. h o l d  h a r m l e s s  a n d  d e f e n d

.̂j  c. ' *—  — i  *• L ' 2. i. ' TIY ' ' C S C  -C —

l i m i t a t i o n  a n y  f i n e s ,  p e n a l t i e s ,

c l e a r . - u p  c o s t s ,  j u d g m e n t s ,  l i t i g a t i o n  c o s t s  a r . d  a t t o r n e y ' s  f e e s )  

i n c u r r e d  o r  l e v i e d  a g a i n s t  i e v e i c p e r / s u b l e s s e e  o r  A E D C  a s  a  

r e s u l t  o f  a n y  p o l l u t i o n  o r  e n v i r o n m e n t a l  c o n t a m i n a t i o n  u p o n  o r  

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

a f t e r  S e p t e m c e r  2 0 ,  1 3 8 7  a r . d  p r i o r  t o  t h e  d a t a  c f  t h e  M a s t e r

L e a s e  w h e t h e r  s u c h  p o l l u t i o n  o r  e n v i r o n m e n t a l  c o n t a m i n a t i o n  i s  

r e v e a l e c  c y  t h e  a n v _ r c r . m e r . f a i  a s s e s s m e n t  o r  i s  t h e n  u n k n o w n .  

T r . _ s  c r c v i s i o n  s n a i l  n o t  r e q u i r e  M O A  t c  i n d e m n i f y ,  d e f e n d  c r  h o l d  

h a r m l e s s  d e v e l o p e r / s u b l e s s e e  w i t h  r e s p e c t  t c  d a m a g e s ,  c l a i m s  o r  

l o s s e s  t h a t  d e v e l o 0 9 r , ' s u b l e s s e e  m a y  s u s t a i n  b y  r e a s o n  o f  d e l a y ,  

_ o s s  c f  - s a  o r  l o a n  t r c f i t r  a r i s i n g  f r o m  m a t t e r s  w i t h i n  t h e  s c o p e  

o f  c r .9  f c i e c c i . n o .  " o w a v e r . i . n  t h e  e v e n t  c h a t  a p o r t i o n  o f  t h e

■̂ ̂  i 9 x 9 c e n c e v e o o o a c i a  t o r  e n v i r o n m e n t a l  r e a s o n s ,

!$<C
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p r o r a t a  b a s i s .  H o w e v e r : ,  i n  r . o  e v e n t  s h a l l  t h e  r a n t  p a i d  b e  l a s s  

t h a n  t h a t  o b l i g a t e d  b y  t h e  M O A t o  t h e  A R R C  u n d e r  i t s  l e a s e  

a g r e e m e n t .

i  r>i r  • • a ' -  n  r  o  -  ^  ^  c 1 u d  ^ 1 ** 1 r r ‘-rr. i  q r  ** s  w  ̂ i  i  q 0  »■■ ^  r* a c  ^  ^  ^

r :
i v
l ' 1) .

m -

5 .  T h e  p a r t i e s  a c k n o w l e d g e  t h a t  c e r t a i n  r e a l  p r o p e r t y  o f

M O A  _ r . c i u a e d  i n  t h e  p r o p o s e d  M a s t e r  S u b l e a s e  p r e m i s e s  i s  n o w  s u b -  

■ e c t  t o  e n f o r c e a b l e  l e a s e s ,  l a n d  u s e  p e r m i t s ,  a n d  p e r m i t s  t o r

c  ' '  Z .  '   ̂ I , " * * 1*” — l a n d  u s e  c e r m i t s  e n d  c e r t a i n  l e a s e s  m a v

i » > t—> * — ^  c* , » • 1 1 n« «« «• tm W • . - • < 1 • • -* .  V- ,  *- r-, ,-5 %- C .  y - m  1

c e n t ' ' a c t s  o r  r e n e w a l s  o f  c o n -~ * 5 " ' O f  o p  M O A  m a v  e n t e r  i n t o  n e w  

t r a c t s  c o n c e r n i n g  t h e  E D A  P r o j e c t  N o . 0 7 0 1 C 2 1 6 1  r e s p e c t i n g  a n y

p a r t  o f  T r a c t  A  a r . d  s u c h  c o n t r a c t s  w i l l  s u p e r s e d e  t h i s  O p t i o n  

A g r e e m e n t .

i.?

5%
-V
>•

’A.
A

6 .  E x c e p t  a s  h e r e i n a f t e r  s a t  f o r t h ,  t h e  M a s t e r  S u b l e a s e

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

r i g h t s  a n d  p o w e r s  o f  M C A  a s  s u b l e s s o r  a n d  r e m i t t o r  t o  s u c h  o f  

c r . c s e  l e a s e s  a n d  p e r m i t s  i n  e f f e c t  a s  o f  O c t o b e r  1 ,  1 S 9 0 ,  w h i c h  

r e m a i n  i n  e f f e c t  o n  t h e  e f f e c t i v e  d a t e  o f  t h e  M a s t e r  L e a s e  a n d  

w h i c h  a r e  s e l e c t e d  b y  t h e  d e v e l o p e r / s u b l e s s e e .  S u c h  t r a n s f e r  

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

r e n t s  a n c  t e r m i n a t e  l e a s e s  a n d  p e r m i t s ,  a n d  d e v e l o p e r / s u b l e s s e e  

s n a i l  c o n c u r r e n t . - /  a s s u m e  a l l  o b l i g a t i o n s  a n d  d u t i e s  o f  M O A  a s

I . - : -

- 10 -
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h e v e l c c e r ' s u b l e s s e e  s h a l l  h e l d  h a r m l e s s .

defend and indemnify MOA from any ar.d a l l  claims ar.d act ions  

a r is in g  from the d e v e lo p e r / s u b le s s e e 1s e x e r c i s e  c f  i t s  r igh ts  

under t h i s  p r o v is io n  and i t s  performance or f a i lu r e  to perform 

the d u t ie s  and obi  •.cations assumed thereunder.  Written n o t ic e  

s n a . l  he g iven  to a l l  su b lessees  and p erm it tees  a ffected  by t h i s  

orov i s  ion..

t v

fI

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

3 3 C , ■“ o t  = f - a c t  " " h e  M i n  .m um  P .e n . t t o  b e  o a ’ d  M O A

a s t e r • /- T* r *  ^  r 139 C , s v "  i b e

c e v e i o o e r / s u b i e s s a e ' s e l e c t io n  for t r a n s fe r  under

:u u.  xr r -  i n  r  q > - o / |

s u e ] e c t  t o  

p a r a g r a p h  6

above. The dev a l t  p er /su b lessee  may n e g o t ia t e  with M.CA for t h e

t r a n s f e r  c f  s u c h  s u b l e a s e s , i r*. v- • * y  f -and any consideration  to  b e

j a i c  t h e r e f o r  s h a l l  b e  m  a d d i t i o n  t c  t h e  M i n im u m  R e n t  a n a  

P e r c e n t a g e  R e n t ,  u n l e s s  o t h e r w i s e  a g r e e d  b y  d e v e l o p e r / s u b l e s s e e  

T h i s  p r o v i s i o n  d o e s  n o t  c o m p e l  M C A  t o  t r a n s f e r  s u c h  

t o  c e v e l o o a r / s u b l e s s e e

a n d  M C A .

. e a s e  o r  l e a s e s

2 .  A D  E C  s h a l l  h a v e  t h e  f o l l o w i n g  r i g h t s  a n d  i n t e r e s t s  u n d e r  

t h i s  O p t i o n  a n d  t h e  s u b j e c t  M a s t e r  S u b l e a s e .

T h e  M a s t e r  S u b l e a s e  f o r m  a t t a c h e d  a s  E x h i b i t  5  a n d

o r  t h e  e x c l i c i t  c u r o o s e  t b ^ t

t

- ii

si



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

i n t e r e s t e d  e n t i t i e s .

b .  T h i s  O p t i o n  c o m m i t s  M O A  t o  t h e  t e r m s  s e t  f o r t h  

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

o p e r  s e l e c t e d  b y  t h e  P r o j e c t  C o m m i t t e e .

c .  T h e  p a r t i e s  a c k n o w l e d g e  t h a t  i t  i s  n o t  a n t i c i p a t e d  

t h a t  A E D C  w i l l  i t s e l f  e x e r c i s e  t h e  O p t i o n  a r . c  A E D C  a g r e e s  t h a t  i t  

i s  n o t  e n t i t l e d  t o  d o  s c .  H o w e v e r ,  i t  i s  a n t i c i p a t e d  a n d  a g r e e d  

t h a t  A E D C  s h a l l  a s s i g n  t h e  O p t i o n  t o  t h e  d e v e l o p e r  s e l e c t e d  b y  

t h e  P r o j e c t  C o m m i t t e e  u p o n  t h e  s u c c e s s f u l  c o m p l e t i o n  o f  n e g o t i a ­

t i o n s  a n d  t h a t  ( 1 )  A E D C  w i l l  r e c e i v e  m o n e t a r y  c o n s i d e r a t i o n  f r o m  

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

A E D C  f o r  i t s  c o s t s  i n c u r r e d  i n  c o n n e c t i o n  w i t h  t h e  p r o j e c t ,  a n d

( 2 )  A E D C  m a y  h a v e  a  c o n t i n u i n g  r o l e  i n  t h e  p r o j e c t  a s  m a y  b e  s e t

f o r t h  i n  t h e  a p p r o v e d  d e v e l o p m e n t  p l a n .  T h e  p a r t i e s  a c k n o w l e d g e

t h a t  t h e  m o n e t a r y  c o n s i d e r a t i o n  r e f e r r e d  t o  i n  s u b s e c t i o n  ( I )

a b o v e  w i l l  c o m p e n s a t e  t h e  A E D C  f o r  s e r v i c e s  a n d  a c t i v i t i e s  b e y o n d  

t h o s e  e n v i s i o n e d  i n  t h e  1 9 3 0  M O A - A E D C  c o n t r a c t  f o r  P r o f e s s i o n a l  

S e r v i c e s .

1 0 .  M O A  a c k n o w l e d g e s  a n d  a g r e e s  t h a t  A E D C  h a s  n o  p o s s e s s o r y  

r i g h t s  o r  c o n t r o l  o v e r  t h e  r e a l  p r o p e r t y  s u b j e c t  t c  t h e  L e a s e  a n d  

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

- 12 -
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e f e r . d  a n d  i n d e m n i f y  A E D C .  i t s  B o a r d  o f  D i r e c t o r s ,  t h e  m e m b e r s  c f  

h e  A E D C  P r o j e c t  C o m m i t t e e , a n d  t h e  o f f i c e r s  a n d  e m p l o y e e s  o f  

. E D C ,  f r e e  f r o m  a n y  a n d  a l l  c l a i m s  w h i c h  m a y  a r i s e  f r o m  o r  i n  a n y  

/ a y  h e  r e l a t e d  t o  t h e  r e a l  p r o p e r t y  s u b j e c t  t o  t h e  M a s t e r  

S u b l e a s e  a n d  t h i s  O p t i o n ,  i n c l u d i n g  w i t h o u t  l i m i t a t i o n  a n v  a n d  

a i l  c l a i m s  a n d  p r o c e e d i n g s  c o n c e r n i n g  e n v i r o n m e n t a l  d a m a g e ,  p o l ­

l u t i o n  o r  h a r m .  C h e  f o r e g o i n g  i n d e m n i t y  s h a l l  n o t ,  h o w e v e r ,  

e x t e n d  t o  c l a i m s  a r i s i n g  f r o m  p r e p a r a t i o n  a n d  d i s s e m i n a t i o n  o f  

t h e  ? .? ?  a n d  t h e  s e l e c t i o n  p r o c e s s ,  t o  t h e  e x t e n t  A E D C  o a r t i o i -  

p a c e s  i n  t h e  s a m e .

1 1 .  E x e c u t i o n  o f  t h e  D e v e l o p m e n t  A g r e e m e n t  b y  A E D C ,  a s  l i m ­

i t e d  b y  p a r a g r a c n  :• o f  t h i s  o p t i o n ,  a n d  t h e  d e v e l o p e r  s h a l l  c o n ­

s t i t u t e  c o n d i t i o n a l  a s s i g n m e n t  o f  t h i s  O p t i o n  a n d  n o t i c e  o f  

i n t e n t  t c  e x e r c i s e  t h e  O p t i o n .  T h e  O p t i o n  s h a l l  b e  d e e m e d  t o  be 

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

c f  D i r e c t o r s  o f  A R P .C  a n d  M a y o r ,  t f o t w i t h s t a n d i n g  a n y  o t h e r  p r o v i ­

s i o n  o f  t h i s  O p t i o n ,  t h e  M a s  t e r  S u b l e a s e  m u s t  b e  s p e c i f i c a l l y  

a p p r o v e d  b y  t h e  M O A  b e f o r e  t h e  MOA i s  b o u n d  t h e r e b y .  F a i l u r e  o f  

t h e  p a r t i e s  t o  o b t a i n  a p p r o v a l  o f  t h e  D e v e l o p m e n t  A g r e e m e n t  o r  

t h e  M a s t e r  S u b l e a s e ,  o r  b o t h ,  s h a l l  c o n s t i t u t e  f a i l u r e  o f  

c o n d i t i o n ,  v o i d i n g  t h e  a s s i g n m e n t .

1 2 .  T h i s  O p t i o n  i s  e f f e c t i v e  w h e n  i t  h a s  b e e n  d u l y  e x e c u t e d  

o y  b o t h  p a r t i e s  e n d  s r .  a l l  t e r m i n a t e  i f  n o t  e x e r c i s e d  b e f o r e  

D e c e m b e r  3 1 ,  1 9 9 1 .
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S E C T I O r  J 1 -  I N T R O D U C T I O N

Anchorage, Alaska is celebrating iis75ili liiitlnlay in 1990, 

reflecting on the three quarters of a century between its Tent City 

origins and (he city which is n o w  ho m e  to half of Alaska's 

population. In the flat lands around Ship Creek where the original 

tents were erected, the Alaska Railroad Coq>. (ARRC!) and the 

Anchorage Economic Development Corporation ( A E D C )  are 

planning for redevelopment of 120 acres of ground. Together they 

are soliciting private developers to create an integrated mixed-use 

commercial development using the waterfront ;uid creekside 

property on the north side of Ancnoragc’s downtown area.

Under agreements with the Alaska Railroad Corporation 

and the Municipality of Anchorage, the A E D C  is soliciting 

developer proposals foi improving die J 20 acres of industrial and 

undeveloped waterfront property along Ship Creek. This competi­

tive process is expected to culminate in a master lease of the 

propeity to the developer which best responds ro this Request Eor 

Proposal.

The A E D C  is encouraging major developers to examine 

the Ship Creek property, to propose specific uses and improve­

ments in (lie area, and. if selected, to build the improvements. 'Hie 

specific elements of each proposal are expected to vary with each 

developer. However, studies conducted for the Original Townsite 

IVojcct near the Chugach d a m  and for Ship C’reck Point suggcsr 

that likely uses will be mixed and m a y  include tourism, c o m m e r­

cial office and maritime activity and m a y  ultimately involve a 

gradual expansion of the boundaries of downtown into the Ship 

Creek basin.

Anchorage has demonstrated an intense interest in and 

strong support for the Ship Creek redevelopment project. Over $7 

million has been invested in ground improvements in the 

Municipality's Ship Creek Point project, the western (and 

seaward) half of the total project area. Voteis in 1987 approved a 

S7.5 million general obligation bond issue to finance construction 

of a multi-purpose dock dedicated to cruise ship and other person­

nel intensive uses. A n d  a 1990 Alaska legislative grant made $2.5 

million available for site improvements in (he project area includ­

ing road and bridge construction.

Although no specific uses are mandated and developers are 

encouraged to submit creative proposals, (here have been two land 

use studies conducted in the area over die past three years.

The 1988 Original Townsite Study was based on the 

premise that the Alaska Railroad's property next to Ship Creek 

could be used by tenants with a mixture of commercial and tourism 
interests. Glacier Brewery’s planned "brew (mb" and the 

pedestrian bridge across Ship Creek at the Chugach power plant 

d a m  exemplify the types of mixed commercial and tourism 

projects envisioned for the eastern end of the project area.

i

Q 
Vo 

d- 
—

f*r



At (lie west end (if llie project site, the 1988 Pott of 
Anchorage Ship Creek Concept Plan called for reinforcement of 
the waterfront site’s maritime role and improved public access. 
The plan suggested phased-in improvements ranging from tradi­
tional boat storage facilities to a waterfront hotel, commercial 
office space and waterfront retail and restaurant concepts.

Urban waterfronts throughout (lie Lower 18 and in other 
parts o f (he world have been redeveloped in response to public 
interest in enjoying marine activities. Private commercial interests 
have been able to combine the public interest in waterfront access 
with commercial and tourism related activities, helpi.ig waterfront 
development pay its way.

Tire existence o f 120 acres o f available waterfront property 

near downtown is an unusual opportunity for a developer familiar 
with the difficulties o f acquiring downtown waterfront parcels. 
The size of the parcel, its single owner and the desire of the Alaska 
Railroad and die community (o see die property's use mature from 
industrial to commercial use heighten the project’s potential for 
success. Using Anchorage's remarkable marine environment -  
30 foot tidal range, winter ice, beluga whales, bald eagles and king 
salmon runs — imaginative waterfront developers will have ample 
raw material forcrcating a tourism destination that will attract local 
as well as visitor interest.

l l ie  developers who submit proposals in response to the 
AEDC’s request for proposals will specify types of economic 
development projects for installation on the property. Developers

will be allowed ten months to review the project’s potential, 
analyze its feasibility, define their own proposals and ro submit 
their proposals to the AEDC. The process of selecting a master 
developer is expected to lie completed in 1991.
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S E C T I O N  2  -  P R O J E C T  S U M M A R Y

Tin* project area is situated along Ship Creek on ap­

proximately 120 acres of ground between the Port of Anchorage 

and downtown. 'Hie historic role of the Slop Creek area as the 

city’s first "anchorage,’"ami as the original encampment of settlers 

and surveyors, gives the site a unique historical significance. 

However, lire 30 foot tidal fluctuations of Cook Inlet and the 

topographic separation of the site from the downtown have left 

the property greatly underutilized. A  physical and visual harrier 

between the city and its waterfront exists today along Ship Creek 

and C o o k  Inlet.

The property extends downstream on the south 

(downtown)side of Ship Creek from the Clmgach Electric Utility 

d a m  to Co o k  Inlet. Roughly half oftlie properly, <i0 acres, is filled 

and lies upstream from the Municipality’s Ship Creek Point 

project. Only 18.1 acres of (he 61.4 acre Ship Ctcck Point parcel 

is filled; the balance is undeveloped tidelands.

Applications for filling the tidelands area have been filed 

and studies initiated to determine which additional tidelands m a y  

be filled. The study is to be completed in 1990.

Crowing interest in Anchorage's unique waterfront 

results from four significant factors:

lire national trend toward waterfront involvement and 

commercial development has captured the imagina­
tion of Alaskans w h o  visit other communities;

Anchorage's enthusiastic response to its 13-mile Coas­

tal Trail has ended the community’s prior record of 

viitually ignoring its waterfront;

T he Port of Anchorage in 1988 created public access 

to Co o k  Inlet for recreational boating and sightseeing 

purposes; and

• The Alaska Railroad goal of enhancing real estate 

revenues by transitioning from industrial to commer­

cial uses of certain properties. Tliis long-term goal is 

defined in the Ship Creek/Ware r front Land Use Study 

(Appendix C).

Having served as the center of die city’s industry and 

shipping, the Ship Creek basin is n o w  being examined for its 

potential contribution to Anchorage's premier growth industries: 
tourism and recreation. Recent studies by (he Municipality, in­

cluding die Sfiip Creek Clreenbeit Study (Department of Economic 

Development and Plaruiing, 1988), the Ship Creek Concept Plan 

(Port of Anchorage, 1988) and (he Phase 3 Coastal Trail Design 

Study Report (Capital Projects Office, 1987) have focused cn the 

recreation and tourism potential of lower Ship Creek. With its 

proximity to die proposed multi-purpose dock, the Alaska Railroad 

Passenger Depot, D o w n t o w n  Anchorage, and the trail network, 

Ship Creek is in a unique location to support the growdi of tourism. 

Ship Creek basin is underutilized and is ready for a transition.

3



The proj>erty throughout the project area is owned by die 

Alaska Railroad. Current zoning is for heavy idustrial use, but is 

expected to berczoned into a n e w  waterfront zoning classification 

in which commercial activities will gradually replace industrial 

uses.

A  wide variety of uses are envisioned ranging from light 

industrial to commercial/retail and public open space and recrea­

tion. The cornerstone of the Original Townsite Study, the Glacier 

Brewery, is planned to be a public place for both tourists and 
residents, with opportunities not only for touring the facility but 

also forshopping, socializing, and dining. This area of Ship Creek, 

with the d a m  and popular fish ladder, is already a successful 

destination for tourists and residents in spite of its location in the 

heart of the industrial area.

Current studies seek to address die larger issues of access 

and development potential, as well as define the types of improve­

ments wliich could be anticipated to enhance the area. A n  in­

clusive process of te-visualizing the area’s potential while 

providing flexibility for expanding maritime needs was under­

taken in 1989. The resulting Ship Creek/Waterfront Land Use 

Study is printed in Appcdix C. The Municipal Department of 

Economic Development &  Planning his reflected this study in new 

land-use maps for the Ship Creek area Additional recent c o m­

munity planning work has reinforces the area’s development 

potential and laid the necessary groundwork for private develop­

ment.

Miree Phase Deve lopment P lan



E x i s t i n g  C o n d i t i o n s

P r o p e r t y  O w n e r s h i p

The projecl site is cntiiely owned by llie Alaska Railroad 

Corporation, a semiautonomotis agency of llie State of Alaska. 

Surrounding ground is also owned by the Alaska Railroad. The 

Municipality of Anchorage’s Port of Anchorage acquired a 61.4 

acre lease of partially filled tidelands in 1987, which describe the 

seaward portion of the project area. A  few small parcels within 

die projecl area have been leased to private concerns. A  separate 

exhibit (Appendix 11) describes present project site leases. It also 

describes in detail the net leasable area within the total project area.

The projecl area lias been used for a variety of storage and 

industrial purposes over the 75 years it has been in the hands of 

the Alaska Railroad. While no contamination of the projecl is 

known or expected to be discovered, die Master [.ease Option will 

include a section indemnifying the developer from cleanup and 

restoration cxj>enscs by the Alaska Railroad Coipororion. The 

indemnification will apply to the Municipal leasehold prior to 

Municipal acquisition in J 987 and to die properly held exclusively 

by die Alaska Railroad prior to execution of the Master l ease 

option.

5

P r o j e c t  Z o n e s

The total 120 acre project area isdi visible into three genera! 

zones which the Alaska Railroad has designated as Phases 1,2 and

3. Phases 1 and 2 are ready for immediate development. 'I bey lie 

in the eastern half of die project area, from the Ship Creek d a m  

westward to the main rail line of the Alaska Railroad. The third 

zone, Phase 3 of the project, lies west of the Alaska Railroad’s 

tracks and fronts on Cook Inlet, ft has been leased to (he 

Municipality for creation of its Ship Creek Point project. This 

Municipal project will be assimilated into die larger Ship Creek 

project once a developer for the entire project is selected

C u r r e n t  I n f r a s t r u c t u r e

The Phase 1 portion of die project was the beneficiary of a 

$2.5 million grant to the Municipality of Anchorage from the 

Alaska Legislature in 1990. The $2-5 million is intended to fund 

extension of Warehouse Avenue to North CStieet and realignment 

of North C  Street to a new crossing of Ship Creek zt Whitney anti 
Ocean Dock Roads. It also will finance installation of a pedestrian 

footbridge over Ship Creek across the existing Ship Creek dam. 

Private interests have already committed to install over $5 million 

of improvements in the vicinity of the darn.

llie Glacier Brewery will include a brew pub for resident 

and visitor enjoyment as well as facilities for brewing alcoholic 

and nonalcoholic beverages, lire Alaska Railroad intends to rclo-



calc a historic freight sited into the area and convert it to public 

meeting and exhibit space. Both of these structures will occupy 

key positions within the larger Ship Creek project area and repre­

sent revenue and interest in the project to spur expanded develop­

ment. The Glacier Brewery lease will not be offered as part of the 

master lease resulting from this R F P  although resourceful respon­

dents m a y  seek to negotiate an agreement with the Glacier 

Brewery concerns outside the parameters of this document.

Ihc Alaska Railroad's historic depot and headquarters 

building is the centerpiece of the Phase 2 area of the project. 

Warehouse Avenue will be extended and pass through the Phase 

2 area, connecting wit!) die Phase J portion of the project on Co o k  

Inlet. The passenger depot project is offered to proposers as an 

additive alternative which should be described .separately follow­

ing the guidelines identified in the sections concerning proposal 

requirements and selection criteria.

Within the Phase 3 area, an 18.1 acre pad with an all-tides 

boat bunch ramp was developed in 1987-88. A  boat storage area 

was created in 1989 and a vessel loading/unloading facility was 

developed in 1989-90. Using a mix of Port ofAiieboragc and grant 

funds, 34.5 kv electric service has been installed and 12 inch water 

and sewer lines have been constructed into the area. Telephone 

trunks providing 200 pair capacity are also in place in the Phase 3 

area. A  marine commercial/industrial facility estimated to cost $1 

million m a y  be constructed on the Phase 3 pad in 1991.

The improvements to the existing pad on the Municipality 

of Anchorage’s Ship Creek Point leasehold arc part of a federal 

Economic Development Administration grant project. Ihc i m­

provements will facilitate marine industrial, commercial, recrea­

tional and tourism related uses and provide a distinct activity and 

atmosphere for the project area. St is the intent of the Municipality 

to operate the boating facilities of Ship Creek: boat launch, dock, 

boat storage area, maritime receiving area, and an industrial c o m­

mercial building. If proposers seek to include the marine related 

area within their proposals, an additive alternate proposal must be 

submitted in thesamc format as the Alaska Railroad h istoric depot, 

summarizing the proposed use in response to each of this RI;P\s 

requirements and selection criteria.

Surface Transportation

Major and minor ariorials, collectors ami service access 

rt ;ds provide access to the entire project area at present, lhe 

extension cf Warehouse Avenue westward, its proposed conver­

sion into Waterfront Drive to provide access to the Cook Inlet 

frontage and die realignment of North C  Street will improve 

significantly the traffic flow through the area. In addition, the 

existing Port Access Road, an elevated four-lane crossing of (lie 

project area, generates project area traffic from the north.

Peripheral access is avilablc from Christensen Drive, II 

Street, Whitney Road, First A  venue and from Eagle Street via First 

Avenue.



Provision of additional infrastructure in (lie vicinity of the 

project area will he dependent on a variety of fnctois. Proposals 

will reflect the nature of improvements proposed hy private 

developers ami will l>e expected lodescribe the attendant addition­

al infrastructure which the developer proposes for public financ­

ing.

A R R C  is a tax-exempt entity which enjoys tax-exempt 

financing benefits. A R R C 's ability to obtain tax-exempt financing 
m a y  or m a y  not be available to die project. Hie A F D C / A R R C  

agreement also provides for lease rate reductions based on credits 

for capital investment in the leasehold.

The Municipality is also committed to including in its 

annual legislative request binding for infrastructure improvements 

which are requested by the developer and which conform to the 

Municipality's interests. Conventional forms of infrastructure 

financing such as road improvement districts arc also available. 

Finally, $5.5 million of genera! obligation bonding authority 

remains for construction of improvements to the Ship Creek Point 

area.

I n f r a s t r u c t u r e  F in a n c in g

7

Selection Schedule

Public Information program - June 25 - Aug. 10, 1990 

R F P  public c o m m e n t  - Aug. 10 Oct. 1, 1990 

Distribute R F P  - beginning Dee. 10,1990 

Pre-Proposal Meeting - Feb. 7,1991.

Proposal Submittal Deadline - Aug. 1,1991.

Proposal Review and Ranking - Aug. I - Oct. 1, 1991.

• Contract negotiation - Oct. I - Nov. I, 1991.

Proposal Recommendation - Nov. 1,1991.

Approval of Recommendation - Dec. 1, 1991.
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41CIPAL RESOLUTION AR 90-172
ENDORSING PROCESS

kPPROVS)

Submitted by: .Assemblymembers Porter, Flynn
Begich, Campbell, Dyson, Faulkner 

Barnett, Evans and Kubitz 

Prepared by: Assembly Budget .Analyst 
For reading: J u n e  19, 1 9 9 0

A N C H O R A G E ,  A L A S K A  

A R  N O . 5 0 -1 7 2

R E S O L U T I O N  O F  TILE A N C H O R A G E  M U N I C I P A L  A S S E M B L Y  T O  F A C I L I T A T E  D E V E L O P M E N T  O F  

L A S K A  R A I L R O A D  P R O P E R T I E S  I N  T H E  SHIP C R E E K  B A S I N  A N D  W A T E R F R O N T  B Y  I N C L U D I N G  

A N D S  L E A S E D  B Y  T H E  M U N I C I P A U T Y  IN A  D E V E L O P M E N T  P R O C E S S  I N I T I A T E D  B Y  T H E  A L A S K A  

A I L R O A D  A N D  T H E  . A N C H O R A G E  E C O N O M I C  D E V E L O P M E N T  C O R P O R A T I O N  A N D  B Y  O F F E R I N G  

E R T A I N  M U N I C I P A L  I N C E N T I V E S

W H E R E A S ,  a consensus has emerged in Anchorage on developing Ship Creek Point and redeveiooing the 

hip Creek Basin on the south side of Ship Creek tor tounsm-oriented, pedestrian-friendly uses as described in the 

hip Creek Concept Plan and the Original Townsite Study; and

W H E R E A S ,  the goals of the Ship Creek Concept Plan reinforce the maritime aspects of the site; eacouraee 

:ommetciai and recreational development, and enhance public access to the area; and

W H E R E A S ,  implementing the goals of the Ship Creek Concept Plan and the Original Tovmsite Study 

vould improve the quality of lira for Anchorage residents, especially those in nearby neighborhoods, by improving 

scenic values in the area and giving residents better access to the .Anchorage waterfront; and

W H E R E A S ,  tourism-oriented investment in the area would improve the number and auality of available 

visitor attractions in Anchorage enhance .Anchorage’s appeal as a visitor destination and create new jobs and exoand 

the tax base of the Municipality, generating additional annual m x  revenue; and

W H E R E A S ,  the voters of Anchorage and the .Alaska Legislature have committed $7.5 million and S2.5 

million, respectively, to infrastructure development in the area to encourage tourism facilities investment and to 

provide for resident uses; and

W H E R E A S ,  the Alaska.Railroad and Glacier Brewery have both made commitments to undertake the first 

tourism-oriented redevelopment in the ship Creek Basin, the ’Original Townsite* project which is expecred to result 

in private investments in excess of $5 million by the end of 1991; and

W H E R E A S ,  the Municipal Department of Economic Development and Planing has conducted a public land 

use planning process through its Waterfront Development Task Force and intends to preoare a coastal management 

"Area Meriting Special Attention (AMS A)" Plan for the Ship Creek Basin to clarify plans and waterfront 

development permitting; and

W H E R E A S ,  public and private interest in and plans for the Ship Creek Basin have develooed sufficiently 

to attract private developers through an open solicitation in order to facilitate a long-term schedule of pnvale 

investment, with a coherent theme and master plan, as well as provide opportunities for local developers ;o 

participate in the development; and

W H E R E A S ,  attracting ?. qualified privaic developer may reduce the need for public development funds in 

the Ship Creek Basin over the long term; and

W H E R E A S ,  the Alaska Railroad Corp. (.ARRC), the owner of the land on the south side of Ship Creek

AN  6 4 9 - 3 0



AR 90-
Page 2

1 and the lessor to the Municipality of the Ship Creek Point waterfront Lands, has entered into an agreement with the

2 Anchorage Economic Development Corp. ( A E D C )  for the purpose of initiating a request for proposal (RF?) process

3 designed to attract a master developer w h o  is willing and able to create a high-quality, mixed use tourism and

4 commercial development that links downtown Anchorage to the waterfront; and

5

6 W H E R E A S ,  the agreement is contingent upon the Municipality of Anchorage agreeing to make its lease

7 area available for inclusion in the process.

S

9 N O W ,  T H E R E F O R E ,  the Anchorage Municipal Assembly resolves:

10
11 Section 1; That the Municipality of Anchorage hereby agrees to participate in the A R R C - A E D C

12 development process with the understanding that it will have the opportunity to review and approve the R F P  prior

13 to its issuance and that it will review and approve the development agreement that is negotiated with the successful

14 respondent.

15

15 Section 2: That the Municipality will cooperate in the following ways:

17

IS 1. Let a master lease to the successful respondent to the R F P  on substantially the same terms and

19 conditions and for the same lease rate through 1996 as the master lease A R R C  negotiates with the

20 same successful respondeat. In tho alternative, and if necessary and prudent, the Municipality is

21 willing to consider renegotiating and/or relinquishing all or pans of its 61.4 acre waterfront lease

22 with A R R C .

23

24 2. Provide gravel from the Municipal landfill to the project at no cost, provided that the developer

25 or the contracting agency arranges for excavation and transportation. .

26

27 3. If necessary and prudent, provide Municipal revenue bonding to the successful respondent to

2S complement A R R C ’s offer of tax free financing, provided that the proposal meets prudent fiscal

29 guidelines.

30

31 4. Provide property tax incentives on those n e w  facilities that are intended to directly serve the

32 visitor market, that do not directly compete with otiier similar .Anchorage businesses, and that

33 meet the orher requirements of A O  89-l2S(S).

54 j

35 5. Include project infrastructure that is identified in the final development agreement in the

36 Municioality's annual C.I.P. request to the Alaska Legislature.

3 7

38 6. Complete the Ship Creek Basin "Area Meriting Special Attention ( A M S A ) "  Plan and submit it to

39 the appropriate State and Federal offices by October 1, 1990.

40

41 7. Coordinate waterfront development permit application and implementation activities throughout

42 the A M S A  Plan area for public and private applicants, including the successful respondent to the

43 A E D C  solicitation.

45

46

47

48

49

Section 3: That the above commitments represent a substantive and long-term commitment by the

Municipality to work with A R R C  and .AEDC to improve the Ship Creek Basin, a process that may ultimately lead 

to the relocation of a portion of A R R C ' s  Ship Creek ntiiyards to Birchwood and the relocation of the Port of 

.Anchorage to Fire Island.
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PASSED AND .APPROVED by the Anchorage Assembly this 19 day of June 1990.

Chair

O T E S T :

IGRteg
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PAL RESOLUTION AR 90-282
ENDORSING RFP

A P P R O V E D

Date: i L i J L I j l Q .Q

Su b m i t t e d  by: Chairman of the Assembly

at the Request of the Mayor 

Enterprise Nativities 

November 27, 1990

P rep a r e d  by: 

For Reading:

 A N C H O R A G E , A L A S K A

AR NO. 9 0 - 2 8 2 (S-l)

A  R E S O L U T I O N  O F  THE ANCHORAGE MUNI C I P A L  A S S E M B L E  APPROVING A  REQUEST FOR 

P R O P O S A L S  T O  QUALIFIED WATERFRONT D E V E LOPERS FOR THE PURPOSE OF SELECTING 

A  D E V E L O P E R  TO IMPLEMENT A  MIXED USE D E V E L O P M E N T  ENCOMPASSING OVER 100 

ACRES O F  D E V E L OPABLE WATERFRONT AND IN D U S T R I A L  LAND IN THE SHIP CREEK BASIN

WHER E A S ,  the Municipality of A n c h o r a g e  has agreed to participate in 

a n d  e n c o u r a g e  the development and r e d e v e l o p m e n t  of lands in the lower Ship 

C r e e k  B a s i n  for tourism-oriented, p e d e s t r i a n - f r i e n d l y  commercial and m a r i­

time u s e s ; a n d

W H E R E A S ,  the involvement of the M u n i c i p a l i t y  includes offering a  

m a s t e r  s u b l e a s e  of its 63.3 acre w a t e r f r o n t  lease it currently holds wit h  

the A l a s k a  Railr o a d  Corp. (ARRC) in c o m b i n a t i o n  wi t h  upstream ARRC lands, 

p r e p a r a t i o n  and submission of an "AMSA" plan; and

WHER E A S ,  the Anchorage Economic D e v e l o p m e n t  Corp. (AEDC; has prep a r e d  

a  " R e q u e s t  for Proposal" (RFP) and has n e g o t i a t e d  a master lease option 

w i t h  A R R C  pursuant to AR 90-172; and

WHER E A S ,  the AEDC has negotiated an o p t i o n  agreement with the M u n i c i­

pality; and

WHEREAS, the RFP and associated r a s t e r  lease option has been du l y  

a D p r o v e d  by the Hoard of Directors of ARRC a n d  AEDC.

The n  be it Therefore Resolved that t he Municipality of Anchorage h e r e­

by:

S e c t i o n  1 : Approves for issuance of the revised AEDC Request for

Pr o p o s a l s  and gives authorization to AED C  to distribute a nd market same 

to p o t e n t i a l  respondents.

S e c t i o n  2: Agrees to include in its 1991 capital projects request to

uhe A l a s k a  Legislature the s u m  of ?10 m i l l i o n  for tidelands fill a n d  road 

a n d  b ridge access to the project frcm d o w n t o w n  Anchorage.
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S e c t i o n  3 : Agrees to let a s u b l e a s e  to the successful respondent to

:he R F P  o n  suostantially the sane terms a n d  conditions described in the 

option a g r e e m e n t  between AEDC and the M u n i c i p a l i t y .

a. T h e  m a s t e r  sublease let by the M u n i c i p a l i t y  must conform to the 

M u n i c i p a l i t y ' s  lease agreement w i t h  A R R C  that applies to Ship 

C r e e k  waterfront lands, as the l e a s e  e x i s t  when the raster sublease 

b e t w e e n  the Municipality and the d e v e l o p e r / l e s s e e  is executed.

b. T h e  "minimum rent" described in S e c t i o n  4.b(l) of the AEDC - AR R C 

m a s t e r  lease option agreement shall, w i t h  regard to the 

M u n i c i p a l i t y ' s  developable w a t e r f r o n t  lands, be assessed at the 

r a t e  of five percent of the e s t a b l i s h e d  value of the lands. T h e  

e s t a b l i s h e d  value of the filled p o r t i o n  of the leasehold shall be 

$ 3 . 0 0  per square fcot through 1996. After 1996, the established 

v a l u e  w i l l  conform with the A E D C  - A R R C  raster lease option 

a g r e e m e n t  and the lease a g r e e m e n t  b e t w e e n  the Municipality a n d  

ARRC, w i t h  the latter a g reement in t h e  superior position with 

r e g a r d  to conflicting provisions, s u b j e c t  to subsection (a) above. 

"Gross revenue percentage rent" a n d  "additional rent" if due, will 

b e  p a y a b l e  to the Municipality o f  A n c h o r a g e  in addition to the 

" m i n i m u m  rent" described in this Section.

c. T h a t  portion of the raster s u b l e a s e  that applies to unfilled ti d e­

la n d s  will be exempt from rent: p a y m e n t s  through 1996. After 1996, 

u n f i l l e d  tidelands will be leased a t  a "minimum rent" consistent  

w i t h  the fair market value of u n f i l l e d  tidelands, as determined 

l a w f u l l y  by independent appraisal, until such time as the tidelands 

a r e  filled. For example, if t he f a i r  rarxet value of unfilled  

t i d e l a n d s  is established by i n d e p e n d e n t  appraisal to be $1.00 per 

s q u a r e  fcot, the base lease rate s h a l l  be five percent of that 

a m o u n t  par year, or $0.05 per s q u a r e  foot, minus any capital im­

pr o v e m e n t  credits the d e v e l o p e r / s u b l e a s s e e  m a y  earn.

d. However, in no event shall t he r e n t s  pai d  to the Municipality be 

less than that required to b e  p a i d  by the iSDA to ARRC under the 

o r i g i n a l  lease.

S e c t i o n  4 ; Agrees that n o t withstanding any other section of this reso­

lu t i o n  t n a t  the Municipality will a b i d e  b y  the terms of the EDA. g r a n t  and 

w i l l  r e t a i n  the lands necessary to a s s u r e  d evelopment and maintenance of 

the b o a t  rairp, boat docks, marine r e c e i v i n g  area, storage area, a nd the 

ne w  industrial/commercial building. The Municipality will abide by the 

r e q u i r e m e n t s  of Special Condition Mo. 8 o f  the EDA grant.
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S e c t i o n  5: Agrees that public access to Shi p  Creek; Point be maintained

to protecc. t he public's right to op e n  access to n a vigable waters.

S e c t i o n  6 : This resolution is e f f e c t i v e  u p o n  passage and approval.

P ASSED A N D  APPROVED by the Anchorage A s s e m b l y  this 27th cay of 

N o v e m b e r _______________> 1990.

AR 9 0 - 2 8 2  ( S - l )
P a g e  3
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RESOLUTION

Government Hill Community Council 
January L7,1991

The Government Hill Community Council endorses the Municipality of Anchorage 
request for S 10.07 million for light industrial and tourism-related improvements to 
Ship Creek Point, consistent with the .Anchorage Economic Development 
Corporation's request for proposals of December 1990.

Barbara L. Hodgin 
President 
January 17,1990
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F e b r u a r y  2 8 . 1 9 9 1

Senator Pat Pourchot 
P.O. Box V 
Juneau. Alaska 99811

Dear Senator Pourchot.

I ’m writing to express my interest in the Ship Creek development, and the Municipality’s 
request for funds for fill, access, utilities and studies of alternatives for environmental 
mitigation at Sliip Creek. I support tliis phase of Ship Creek redevelopment.

My neighborhood has a keen interest in how that area develops. We continue to hope that 
as the area evolves, it will focus on light industrial and commercial use. I was dismayed to 
see the Municipality lose interest in the cruise ship dock at Ship Creek Point. I think the 
development on the south side of the creek and at the point will ultimately be a good place 
to extend the coastal trail and provide direct link-up of Government Hill to the city trail 
system.

Lots of people have ideas about what we should do at the creek. I’ve heard some pretty 
loony ideas over the last couple of years. This request seems reasonable and it's a base for 
future improvement. Thanks.

Sincerely,

100 E. Cook
.Anchorage, Alaska 99501 
272 0168



South Addition Community Council 
Resolution 

Feb. 28,1991.

WHEREAS the South Addition Community Council has been presented information on the 
Ship Creek Waterfront Development Project; and

WHEREAS the Ship Creek Project creates an urban waterfront development which 
complements adjacent neighborhoods and supports a strong downtown commercial core; and

WHEREAS the Anchorage Assembly, neighborhood organizations and individuals throughout 
the Anchorage area eagerly await the improved waterfront access, activities and amenities 
which are central to the project; and

WHEREAS Anchorage's Ship Creek Waterfront Development Project will bring to Alaska, to 
Anchorage and to the center of our community new marine and tourism related business and 
employment; and

\ ,

WHEREAS expansion of traditional industrial port activity for the Port of Anchorage 
is expected to be directed toward undeveloped tidelands adjacent to the Port, freeing the Ship 
Creek waterfront for personnel intensive waterfront uses; and

WHEREAS the Ship Creek Waterfront Development Project is a cooperative economic 
development project supported financially and politically by the private sector, the Alaska 
Railroad, the State of Alaska and the Municipality of Anchorage; and

WHEREAS the Legislature has before it a request for appropriation of $10.07 million to fund 
fill, access, utilities and environmental improvements; and

WHEREAS funding improvements to the property will assist in attracting high-quality 
development proposals designed to expand Alaska's and Anchorage's economic base in 
tourism and marine-related commerce; and

WHEREAS significant interest in developing the project was shown by numerous substantial 
developers at the Feb. 7, 1991 pre-proposal conference sponsored by the Anchorage 
Economic Development Corporation; and

Now, therefore, be it reso'ved that the South Addition Community Council supports the $10.07 
million appropriation of funds in support of the Ship Creek Waterfront Development Project; 
and

Further be it resolved that the South Addition Community Council encourages all legislators 
to support the appropriation in consideration of the employment, marine and tourism 
expansion and other economic activity the project is expected to attract.
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PUBLIC RELATIONS COUNSELORS 
71 1 H Street. Suite 620, Ancnorage Alaska 99501 

(907) 276-1397. FAX (907) 276-7907

March 5, 1991

The Honorable Pat Pourchot 
Alaska State Senate 
Box V
Juneau, Alaska 99811 

Dear Senator Pat:

I am a new resident of Government Hill, moving to 313 West Harvard 
Avenue in December after 20 years in Bootleggers Cove and Inlet View.
Because of my address change, I have become intensely aware of and 
interested in the prospects for future use of the Ship Creek and Alaska Railroad 
industrial area. I am also a member of the Board of Directors of the Anchorage 
Convention & Visitors Bureau and have a long-standing interest in tourism and 
the potential that visitors hold for Anchorage and Alaska.

Please support the Ship Creek Project. I can think of nothing that would 
be more beneficial to the people of our district and the Anchorage public than 
conversion of the Ship Creek Valley to a tourist and small business area, with 
limited industrial activity. I have nothing against industry--my own house was 
one of the railroad cottages built in 1915—but the highest and best use of that 
area is for tourist, commercial and recreational activities. Right now the railroad 
and industrial yards divide downtown Anchorage from the port, Government Hill 
and Elmendorf; if the area were put to its best use it would serve a unifying 
purpose tying the entire community together.

I walk my dog every day to Brown's Point Park and unfailingly look down 
on the Creek with the feeling that the Ship Creek area has the same potential 
as the most delightful tourist areas of Seattle and San Francisco. I realize you 
face some difficult decisions this year and will only be able to fund projects with 
the highest priority. Please consider the Ship Creek Project for inclusion on that 
short list. It would be an investment which will bring great returns and one for 
which our children and grandchildren will be grateful.

Sincerely,

Tom Brennan

A Hill and Knowllon Associate



March 4, 1991

Senator Pat Pourchot 
PO Box V
Juneau, Alaska 99811

Dear Senator Pourchot,
I'm writing in support of the evolution of the Ship Creek 

Basin towards a more people friendly place. A legislative 
appropriation of $10.07 million to seed this process has been 
included in Anchorage's 1991 legislative request. I encourage 
you to carefully review this proposal and find within you the 
vision of a more kind and gentle downtown.

I have lived in Anchorage for 14 years with the last 5 as 
a home owner on Government Hill. Like many of my neighbors, I 
am sensitive to the architectural rhythms of this city. It is
very clear to me that the heavy industrial scene that currently
exists along Ship Creek limits the viability and human 
character of all that it adjoins. However, this Development 
Initiative has the potential to be more than just a cultural
water shed. It offers the possibility of a lasting unique
contribution to the economy of Anchorage. I strongly endorse 
this type of Government spending. I will be in Juneau on the 
12th of this month with the Civic Action group from my office. 
I look forward to meeting with you then and to hear your 
thoughts on this issue.

Sincerely

Stephen Gerlek 
816 Colwell Street 
Anchorage, Alaska 99501



* V

D ow ntow n C om m un ity  C ounc il
145 West Sixth Avenue 
Anchorage, Alaska 99501

(907) 279-5293

M a r c h  5 ,  1991

S e n a t o r  P a t  P o u r c h o t  

D e a r  P a t ,

T h e  D ow n t u w n  C o m m u n i t y  C o u n c i l  e n c o u r a g e s  y o u  t o  f i n d  and a p p r o p r i a t e  
t h e  $ 1 0 . 0 7  m i l l i o n  r e q u e s t e d  by t h e  c i t y  i n  i t s  19 91  l e g i s l a t i v e  
r e q u e s t  p a c k a g e  f o r  t h e  S n i p  C r e e k  D e v e l o p m e n t .

The u t i l i t i e s  a nd  a c c e s s  i m p r o v e m e n t s  t o  t h e  s i t e  a r e  a n e c e s s a r y  
a n d  l o g i c a l  n e x t  s t e p .  I t  i s  my hope t h a t  t h e  c o a s t a l  t r a i l  . v i l l  
be . e x t e n d e d  o u t  t o  t h e  end o f  t h e  S h i p  C r e e k  p r o m o n t o r y  ana m a t  t h i s  
m oney w i l l  a l s o  be u s e d  t o  s t u d y  and i m p l e m e n t  a c c e s s  f r o m  G o v e r n m e n t  
H i l l  t o  t h e  c o a s t a l  t r a i l  a nd  t o  f u r t h e r  d e v e l o p m e n t  o f  b i k e  
p a t h s  cn  t h e  S h i p  C r e e k  "G r e e n b e l t . "

S i n c e r e l y ,

P e t e r  R o b e r t s
D o w n t o w n  C o m m u n i t y  C o u n c i l

!i.



March 1, 1991

To whom it may concern:

As a member of the Board of Directors of the Downtown Anchorage 
Association and as a person who lives and works Downtown, I feel 
the development of the Ship Creek Waterfront project is important 
for both the economy and the expansion of tourism in Anchorage and 
Alaska.

The Ship Creek Waterfront Development Project will bring 
significant benefits to our community. Improved waterfront access, 
new developments, amenities and tourism, and thus jobs, are just a 
few of these benefits.

I ask you to support the $10.07 million appropriation to fund fill, 
access, utilities and environmental improvements of the Ship Creek 
Waterfront Development Project. Thank you.

Respectfully yours,

President
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ay Scon Hawkins and Catherine Fainter 
Anchorage Economic Development Corp.

In the early stages o f A laska’s 17ih 
Legisla ture , the Anchorage Economic 
Development Corp.’ s (AEDC) economic 
development projects for 1991 appear to 
have garnered some early bipartisan sup­
port The support comes from both houses 
o f the Legislature as well as from die Hickel 
administration and the municipality.

T h is  broad, bipartisan support fo r 
AEDC’s agenda is encouraging in two re­
spects. F irs t it shows wide recognition o f 
die importance o f aggressive but pnident 
economic expansion initiative. Second, it 
suggests that Anchorage legislators are more 
and more cognizant that “ arcawidc" appro­
priations for economic development proj­
ect infrastructure w ill become increasingly 
important in years ahead. That is, as budg­
ets grow lighter and the need for economic 
diversification intensifies in die future, 
areawide appropriations w ill need to ab­
sorb a substantial amount o f Anchorage's

T h e  C la r io n  H o te l o ile r -  a ll 
th e  best o f  A la s k a . W i t h  
sp e c tacu la r panoram as, w arm
h o s p ita l i t y ,  a m i h r - r - c la s -  
se rv ice , th e  C la r io n  p ro v id e -  
e x tra o rd in a ry  c o m fo rt and a 
superb  ba-e iro n , w m u i  t 
c o n d u c t vnu r b u - itv .

• 24S Jf l t j\r ••i|

rT ^ fa s fc a s
G R E A T  I N D O O R S

N e w  M a r i n e  ^ n n i n ^ c  i n  Q + n M / i  i

Rep. Kay Brown
available capital project monies.

To foster economic diversification in 
1991, AEDC has made four requests to the 
Alaska Legislature. These include diree 
capital projects —  Ship Creek basin rede­
velopment project, Old Seward/East 70di 
road improvement district (R ID ) and a 
proposal for a Glacier/Winner Creek de­
velopment planning and feasibility analy­
sis —  plus a proposal for reform o f Alaska's 
worldwide unitary method o f taxation.

Ship Creek Redevelopment
• Goal: To attract a qualified urban wa ­

terfront development team to undertake a 
major tourism-oriented project in die Ship 

■ Creek basin.
! • Benefits: An estimated investment n 
die range o f S5M million to $ 1 0 1 m iliio i 
over five years, and 3(0 to 50w permanent 
new jobs.

• Needs: Public infrastructure improve­
ments, including access, tidelands f ill, and 
utilities.

• Proposal: To provide S10 million o f the 
infrastructure needs with a 1991 appropria­
tion, and the balance in 1992 or later. This 
w ill be an essential element o f attracting a 
strong development proposal, and w ill al­
low the project to break ground in die 1992 
construction season.

Securing a S10 million areawide appro-

Photo by David Predcgor
Sen. Drue Pearce

, All
priation for the Ship Creek redevelopment' 
project is AED C ’s top priority. This project 
is currently number one on the municipal- , 
ity ’s economic development request list to 
the Legislature. The project is also sup- ■ 
ported by members of the Hickel Admini- • 
stration, including the Department o f Trans­
portation, die Alaska Railroad Corp., and 
the Department o f Commerce and Eco- . 
nomic Development.

In addition, the Ship Creek redevelop­
ment project appears to have bipartisan., 
support in the Legislature. The chairman o f*  
die House Rules Committee. Rep. Johnny {  
Ellis, may introduce a special apprnpria-$ 
lions bill for die Ship Creek ha-m protect 
mid-February. Support in i;.e .-eiiale i- iv u r / ' 
led i • AED C  board d  : - :. St. .

Old Seward/least 7dih I I I  I)
• Goal: To complete a “ ro.ii. improve­

ment district" funding plan tiiai -.ill allow 
a local seafood processor to gam federal 
certification to lap new markev.

• Benefits: Esumalcd investment ol abom 
S2 million, creauon o f 35 new jobs, im ­
proved business climate lor several small 
businesses in die area, and improved road 
ai.d lighting conditions ior resident- in die 
area.

• Needs/Proposal: The total project is

cal
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A L A S K A ______________________
D E T R O IT  D IE S E L  - A L L IS O N
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S E N A T E  C O M M IT T E E  R E P O R T

}'JilTwAs' *
^ R S T C O M M I T T E E  O F  R E F E

'

D A T E :  3 / 2 7 / 9 1 F U R T H E R : F i n a n c e

D a t e  o f  5 - D a y  N o t i c e :  /A  ^
( i n  a c c o r d a n c e  w i t h  U n i f o r m  R u l e  2 3 )

D A T E  T U R N E D  
I N T O  O F F I C E :

L & C C o m m i t t e e  c o n s i d e r e d S B  2 2 9

C o n t i n g e n t  a p p r o p r i a t i o n  t o  t h e  D e p t ,  o f  A d m i n i s t r a t i o n  f o r  a  g r a n t  t o  t h e  
M u n i c i p a l i t y  o f  A n c h o r a g e  f o r  t h e  S h i p  C r e e k  B a s i n  W a t e r f r o n t  D e v e l o p m e n t  
P r o j e c t ;  e f d .

a n d  r e c o m m e n d e d :

\ jy ( r e p l a c e  w i t h

[  ]  a t t a c h e d  a m e n d m e n t ( s )

C ]  ______________________________________

[  ]  d o  p a s s  

[  ]  d o  n o t  p a s s  

[  ]  n o  r e c o m m e n d a t i o n  

[ l ^ i n d i v i d u a l  r e c o m m e n d a t i o n s  

[  ]  f u r t h e r  r e f e r r a l  t o  ____________

C S  $  ^ ^ 2  7  C  t -  t  C  3  s a m e  t i t l e

[ ] n e w  t i t l e

l e t t e r  o f  i n t e n t  a d o p t e d

■M

A T T A C H E S  N EW  F I S C A L  N O T E ( S ) :
D e p a r t m e n t ( s ) / D a t e :

[  ]  f i s c a l  n o t e ( s )  __________________________

D e p a r t m e n t ( s ) / D a t e : 

[  ]  z e r o  f i s c a l  n o t e ( s ) _____________________

a p p r o p r i a t i o n - n o  f i s c a l  n o t e  [  ]  G o v e r n o r ’ s  b i l l  w / f i s c a l  n o t e

O T H E R  R E C O M M E N D A T IO N S :

\  * - o
C h a i r /  S i g n a t u r e  a n d  R ^ ^ m m e r t t i a t i o n



A la s k a  S ta te  Leg is la tu re

Sonator Drue Pearco, Chair 
Senator Virginia Collins, Vico Chair 
Srnator Dick Eliason 
Senator Rick Halford 
Senator Jay Kerttula

S E N A T E  L A B O R  A N D  C O M M E R C E  
C O M M IT T E E

WHILE IN JUNEAU 
P.O. BOX V
JUNEAU ALASKA S3811 
(907) 465-38-14

3111 C STREET, SUITE 150 
ANCHORAGE, ALASKA 99504 
(907) 561-2018

T O : G e o r g e  U t e r m o h l e ,  L e g a l  C o u n s e l
L e g a l  S e r v i c e s  D i v i s i o n

F R O M : R o d  M o u r a n t ,  L e g i s l a t i v e  A i d e
S e n a t e  L a b o r  & C o m m e r c e  C o m m i

R E : S B  2 2 9

D A T E :  A p r i l  1 7 ,  1 9 9 1

P l e a s e  d e v e l o p  a  c o m m i t t e e  s u b s t i t u t e  f o r  S B  2 2 9  u s i n g  v e r s i o n  
7 - L S 1 0 8 9 \ A  a s  f o l l o w s :

A m e n d  P g .  2 ,  L n  2 a s  f o l l o w s :
f o l l o w i n g  " S h i p  C r e e k  B a s i n  W a t e r f r o n t  D e v e l o p m e n t  

P r o j e c t "  d e l e t e  ( t o  t h e  g r e a t e s t  f e a s i b l e  e x t e n t ) .

A m e n d  P g .  2 ,  L n  8 a s  f o l l o w s :

f o l l o w i n g  " E c o n o m i c  D e v e l o p m e n t  C o r p o r a t i o n  o f "  i n s e r t  
e n f o r c e a b l e

A m e n d  P g .  2 ,  L n .  9  a s  f o l l o w s :

F o l l o w i n g  " t h a t  i n  t o t a l "  d e l e t e  ( e q u a l  o r ) "

I n s e r t  a  n e w  S e c t i o n  4 t h a t  r e a d s  a s  f o l l o w s :
" T h i s  a p p r o p r i a t i o n  l a p s e s  b a c k  t o  t h e  g e n e r a l  f u n d  i f  t h e  
A n c h o r a g e  E c o n o m i c  D e v e l o p m e n t  C o r p o r a t i o n  d o e s  n o t  p r o v i d e  
d o c u m e n t a t i o n  o f  e n f o r c e a b l e  p r i v a t e  s e c t o r  d e v e l o p m e n t  
c o m m i t m e n t s  b y  J a n u a r y  1 ,  1 9 9 3  f o r  S h i p  C r e e k  B a s i n  W a t e r f r o n t  
D e v e l o p m e n t  P r o j e c t  e x c e e d i n g  $ 1 0 , 0 7 0 , 0 0 0 . "

R e n u m b e r  S e c t i o n  4 a n d  a m e n d  a s  f o l l o w s :

" S e c .  ____. S u b j e c t  t o  t h e  c o n d i t i o n s  o f  t h i s  a c t ,  T ( t ) h e
a p p r o p r i a t i o n  m a d e  b y  t h i s  a c t  i s  f o r  a  c a p i t a l  p r o j e c t  a n d  i s  
s u b j e c t  t o  A S  3 7 , 2 5 . 0 2 0 . "

G e o r g e ,  t h e  a m e n d e d  C S w a s  m o v e d  f r o m  c o m m i t t e e  a n d  I  w i l l  n e e d  a  
f i n a l  t o  r e a d  a c r o s s  t o  t h e  n e x t  c o m m i t t e e  o f  r e f e r r a l  a t  
t o m o r r o w  m o r n i n g ' s  f l o o r  s e s s i o n .  T h a n k  y o u .
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(4) that minority-owned and womcn-owned businesses should be encouraged to 

2 participate in and be employed in the Ship Creek Basin Waterfront Development Projecttto-tfnrgremcst

4 * See. 2. The sum of $10,070,000 is appropriated from the general fund to the Department of

5 Administration for payment as a grant under A S  37.05.315 to the Municipality of Anchorage for the Ship

6 Creek Basin Waterfront Development Project.

7 * Sec. 3. The appropriation m a d e ^ ^ t h i s ^ c t  is contingent upon approval by the Anchorage

8 Economic Development Corporation oj^irivate sector development commitments to the Ship Creek Basin

9 Waterfront Development Project that in total^equal o^ exceed $10,070,000.

10 C  * Sec. 4. The appropriation made by this Act is for a capital project and is subject to A S  37.25.020.

11 * Sec. 5. This Act takes effect immediately under A S  01.10.070(c).

C

f L c . — -

S e c T  y, / /tx* c

f l . E . ' b . C i  e L c r t s )  c l x r z A A ^ ^ t c J i > - f ^
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S E N A T E  B I L L  NO. 229 

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

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

BY SENATORS PEARCE, Uehling, Pourchot, Collins, Rodey, S lurgulcwski

Introduced: 3/27/91
Referred: L & C , Finance
Funding In form ation : General Fund $10,070,000

O ther Funds -0-
$10,070,000

A  B I L L  

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

1 "An Act making a contingent appropriation to the Department of Administration for a

2 grant to the Municipality of Anchorage for the Ship Creek Basin Waterfront Development

3 Project; and providing for an effective date."

4 B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

5 * Section 1. FINDINGS. The legislature finds

6 (1) the development of basic infrastructure and improvements on publicly-owned land

7 is a traditional function of state government;

8 (2) increased tourism offers one of the best economic development opportunities available

9 to the state;

10 (3) state funding of infrastructure development as part of the Ship Creek Basin Waterfront

11 Development Project will foster private sector business activities and will enable development of

12 commercial retail and tourist facilities memorializing the original townsite of A n chorage and showcasing

13 the return of salmon to Ship Creek:

S 11022 9a -1-
:;>-w Tex r  U n d e r l i n e d  [DELETED TEXT BRACKETED/

SB  229
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A l a s k a  S t a t e  L e g i s l a t u r e

(.'luilr, H cso u n rK  C'nnliiilltrt- 
Vlcncluitr, JVilir.po jliitlon  (kiilliillllee 
MuiiiIut, IIiiIch  (.'om niltlce 
M cn tlin , C iiin m llt r r  mi C o m ntlllrr .s

F.O.1 lux V 
•lunenu, AK 998 11 

<j<)7 405-3743 
f.'ax: 907 495-3922

District A
Kclrhlkim. Wi inti'll, ]‘clcr!iljurf{. 
Ilydcr, ’yiTM Chuck, Kuprrmmf S e n a t o r  L l o y d  J o n e s

352 Front Street 
Ketch Ikun.AK 99901 

907 225-9002 
Fax: 907 225-8540

M E M O R A N D U M

Senator Drue Pearce, Chair
Senate Labor and C ~ nmittee

From: Senator Lloyd J o n e ^

Subj: Request for a Hearing

Date: April 3, 1991

Please consider hearing Senate Bill 230, relating to unemployment 
benefits for employees and employers affected by the Persian Gulf 
Conflict.

The bill is designed to spread contribution rates of Alaskan employers 
whose employees were deployed to the Persian Gulf. If the employers 
did not fill positions vacated by employees who were called to the 
Persian Gulf their unemployment insurance contribution rates may 
have increased because of a decline in payroll. This bill allows the 
state to adjust the rates so tha t the impact would be shared by all 
employers across the state.

Additionally, section 2 of the bill helps employees who were deployed 
to the Persian Gulf by making a one-time adjustm ent to the base wage 
used to calculate unemployment insurance benefits. If the employee is 
laid off their unemployement benefit is based on wages earned in a 
base period the first four of the last five completed calendar quarters. 
Under this bill, if the employee served in the Persian Gulf during tha t 
base period, their benefits would be calculated on the base period 
prior to their active duty if their active duty pay was lower than their 
normal wages.

Attached is a briefing paper regarding SB 230 including scenarios 
showing examples of how this bill works. A fiscal note from the 
Departm ent of Labor is forthcoming.

LJ:gmc



B ill N o : Senate Bill No. 230 D a t e : April 29, 1991

T i t l e :  "An Act relating to the payment C o n t a c t :  Judy Knight

The provisions of Senate Bill No. 230 are designed to assure that 1) the 
unemployment insurance contribution rates of Alaskan employers do not 
increase because of payroll declines attributable to employees being 
called to active duty in the Persian Gulf and 2) assure that workers 
unemployment insurance benefits are not diminished because of their 
service in the Persian Gulf.

Specifically, this bill will enable the Department to make adjustments to 
an employer's contribution rate if it was affected by one or more 
employees leaving for active duty, and to make adjustments to an 
individual's unemployment insurance benefits if the individual’s base 
period wages were reduced because of lower pay received while serving in 
the military in the Persian Gulf.

The Department supports the provisions of Senate Bill 230. It will not 
have a fiscal impact on the Department.

of unemployment insurance 
benefits and the computation 
of employer contribution rates 
because of the Persian Gulf 
Crisis; and providing an effective

465-2712

date."

Nancy Bear jUsera, Commissioner 
Department of Labor

P O S I T I O N  P A P E R / D e p a r t m e n t  o f L a b o r



*  F I S C A L  N O T E
* *

S T A T E  O F  A L A S K A  B I L L  N O : SB_230__________________
1991 L E G I S L A T I V E  S E S S I O N

—

Revision Date;_________________________________ Department Affected: Labor______________
Title: "An Act relating to the payment of BRU: Employment Security________
unemployment Insurance-Persian Gulf crisis..." Component: _______________
Sponsor: Senator Jones_________________________________Unemployment Insurance
Requestor: Senate Labor & Commerce___________  COMPONENT SERIAL NO. 3 2 9

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND&STRUCTURES
GRANTS,CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL
REVENUE

FUNDING: (Thousands of Dolls's)
GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:
f : :ll-time
PART-TIME
TEMPORARY

Estimate of current year impact:___________ None
ANALYSIS: (Attach a separate page if necessary)

We estimate there are 80 people that would be affected by this bill. The division already 
has the means to adjust an employer's experience rating and any additional benefits would 
be paid from the Ul Trust Fund. The trust fund would be minimally affected.

Prepared fcfc Judy Knight, P i r e c t o ^ L U A ^ ^ _____________ Phone : 465-2712
Division:•/? Employment SecurifV Date:  4/4/91

Approved by Commissioner: Nancy Bear Usera
Agency: Department of Labor  Date:  4/4/91

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, O M B ,  &  Impacted Agency(ies).

Rev 10/90 Page 1 of 1
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WALTER J. NICKEL, GOVERNOR

D E P A R T M E N T  O F  A D M I N I S T R A T I O N

D IV IS IO N  O F  R E T IR E M E N T  A N D  B E N E F I T S

March 29, 1991

Pl.EAStr REPLY JO
JO n o hox cu

JUNtAU, AH 99D1I 0203 
PIIONE (90?)-165 4460 rAX (90.•/ 465 9096

1 701 past tupoh no. &\uihmo
ANCHORAGE. AH 90900 7445 PHONE. (907) 50.1 SRU5 (AX (907) 561 6040

Dear Associate:

The Commissioner of Administration proposes to amend regulations published in 
Title 2 of the Alaska Administrative Code, dealing with your group health and life 
insurance. We would like your assistance in posting the public notice. Also, we 
would like your comments on the proposed changes.

Enclosed is a copy of the public notice and proposed regulations. Written statem ents 
or arguments relevant to the proposed actions may be provided to the Director, 
Division of Retirement and Benefits, P.O. Box CR, Juneau, Alaska 99811-0203.

Comments should be provided by April 25, 1991.

Thank you for your assistance in distributing this notice and we look forward to 
receiving your comments on the proposed changes.

Sincerely,

A .

Gary M. Bader 
Director

GMB/CAJ/pab
8/6/0792469A.wp
Enclosure
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Contact: Division of Retirement and Benefits, P.O Box CR, Juneau, AK
99811-0203, telephone (907) 465-446U, Fax 465-3086

NOTICE OF PROPOSED CHANGES TO  REGULATIONS 
STATE OF ALASKA 

DEPARTM ENT OF ADM IN ISTRATION

Notice is given that the Department of Administration under the authority 
of AS 39.30.090 proposes to adopt regulations in Title 2 of the Alaska 
Administrative Code dealing with group health and life insurance coverage 
for certain state employees called to active military service, to implement
AS 39.30.090 as follows:

2 AAC 39 is proposed to be amended by adding a new provision for the 
continuation of state paid group health and life insurance coverage by 
state employees serving in the military reserve, National Guard, or state 
militia units who were called to active duty on or after August 1, 1990.
The state portion of the cost of this coverage will be paid by the state.
Coverage is limited to five consecutive years of active duty or the date of 
terminations, if sooner. This change is needed to retain coverage at the 
same cost and level for state employees while on active military duty.

Notice is also given that any person interested may present written 
statements or arguments relevant to the proposed action by writing to: 
Division of Retirement and Benefits, P.O. Box CR, Juneau AK 99811-0203, 
so that they are received no later than April 25, 1991.

This action is not expected to require an increased appropriation.

Copies of the proposed regulations may be obtained by writing to: Division
of Retirement and Benefits, P.O. Box CR, Juneau, AK 99811-0203, or by 
calling (907) 465-4460 or (907) 563-5885 in Anchorage.

The Department of Administration, after the deadline stated above, will 
either adopt these or other proposals dealing with the same subjpct matter
or decide to take no action on them.
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STATEMENT OF HIAA
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A L A S K A  S E N A T E  C O M M I T T E E  ON L A B O R  A N D  C O M M E R C E



I  am  J a n  A n d r e a  M e i s e l s ,  S t a t e  A f f a i r s  A s s o c i a t e ,  H e a l t h  

I n s u r a n c e  A s s o c i a t i o n  o f  A m e r i c a .  H I A A  i s  a  t r a d e  a s s o c i a t i o n  o f  

3 0 0  p r i v a t e  h e a l t h  i n s u r a n c e  c o m p a n i e s  w h i c h  p r o v i d e  h e a l t h  

i n s u r a n c e  f o r  9 5  m i l l i o n  A m e r i c a n s .  H I A A  a c t i v e l y  s u p p o r t s  S B -  

2 4 2 .

T h e  s m a l l  e m p l o y e r  m a r k e t  p r o v i d e s  o n e  o f  t h e  m o s t  v i v i d  

e x a m p l e s  o f  h o w  h e a l t h  c a r e  c o s t  i n f l a t i o n  c o n t i n u e s  t o  a f f l i c t  

o u r  f i n a n c i n g  s y s t e m .  F a c e d  w i t h  u n r e l e n t i n g  d e m a n d s  t o  h o l d  

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

t h e  s e a r c h  f o r  w a y s  t o  m o d e r a t e  p r e m i u m  i n c r e a s e s .  L e a v i n g  h i g h -  

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

r e s p o n s e .  T h e  " e x c e s s i v e  e m p l o y e r  c h u r n i n g "  t h a t  n e w s p a p e r  

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

e m p l o y e r s  s e e k i n g  t h e  l o w e s t  a v a i l a b l e  r a t e .  W e ,  t o o ,  c o n s t a n t l y  

h e a r  t h e  c h a r g e  b y  s m a l l  e m p l o y e r s  t h a t  t h e  p r e s e n c e  o f  a  h i g h -  

r i s k  i n d i v i d u a l  i n  t h e i r  g r o u p  h a s  m a d e  i t  i m p o s s i b l e  t o  o b t a i n  

c o v e r a g e  a t  a n y  p r i c e .

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

m a r k e t  o f  a  s m a l l  e m p l o y e r .  S m a l l  e m p l o y e r s  a r e  f a r  m o r e  l i k e l y  

t h a n  l a r g e r  o r g a n i z a t i o n s  t o  g o  i n  a n d  o u t  o f  b u s i n e s s .  O u r  o w n  

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

a l s o  a r e  m o r e  l i k e l y  t o  c h a n g e  j o b s .  E m p l o y e e  t u r n o v e r  a m o n g  

s m a l l ,  i n s u r e d  f i r m s  i s  a b o u t  23  p e r c e n t  a n n u a l l y  a n d  i s  t w i c e  

t h a t  l e v e l  f o r  s m a l l  e m p l o y e r s  w i t h o u t  c o v e r a g e .  T h e s e  f a c t o r s  

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

a s  w e l l  a s  t h e  d i f f i c u l t i e s  o f  s e r v i n g  t h e  m a r k e t .

A s  t h e  c o m p l e x i t i e s  o f  t h e  s m a l l  e m p l o y e r  m a r k e t  h a v e  g r o w n ,  

a n d  t h e  l i k e l i h o o d  o f  I n d i v i d u a l s '  b e i n g  s e p a r a t e d  f r o m  t h e .  

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

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

c l a i m s  a x p e r i e n c e .

M a da m  C h a i r p e r s o n  a n d  m e m b e r s  o f  t h e  c o m m i t t e e ,  w e  h a v e  n o w  

r e a c h e d  t h e  p o i n t  w h e r e  s u b s t a n t i a l  s m a l l  e m p l o y e r  m a r k e t  c h a n g e s  

a r e  n e e d e d  i f  w e  a r e  t o  s e r v e  t h e  l o n g e r - t e r m  i n t e r e s t s  o f  s m a l l  

e m p l o y e r s  a n d  m e e t  t h e  c o n c e r n s  o f  p o l i c y m a k e r s .  S B - 2 4 2  

i n c o r p o r a t e s  a  c o m p r e h e n s i v e  s e t  o f  s m a l l  g r o u p  m a r k e t  r e f o r m s  

t h a t  H I A A  b e l i e v e s  c a n  b e  a c h i e v e d  i n  t h e  c o n t e x t  o f  a  v i a b l e  

p c i v a t e  m a r k e t p l a c e .  T h e  e s s e n c e  o f  S B - 2 4 2  i s  t o  m a k e  c e r t a i n  

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

p r e d i c t a b i l i t y  a ;nd  p r o t e c t i o n  t o  t h e  p u r c h a s e r s  o f  c o v e r a g e .  L e t  

m e  e m p h a s i z e  t h a t  t o  w o r k ,  t h e s e  c h a n g e s  w i l l  h a v e  t o  a p p l y  t o  

a l l  p l a y e r s  i n  t h e  s m a l l  e m p l o y e r  m a r k e t  —  i n s u r a n c e  c o m p a n i e s ,  

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

e t c .  A l l  c o m p e t i n g  e n t i t i e s  i n  t h e  s m a l l  e m p l o y e r  m a r k e t ,

i n c l u d i n g  n o n - i n s u r e d  b e n e f i t  p l a n s ,  w o u l d  h a v e  t o  b e  b o u n d  b y

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

m a r k e t  f r o m  b e i n g  p l a c e d  a t  a  d i s a d v a n t a g e .  T h e  r e f o r m s  i n c l u d e d  

i n  S B  2 4 2  e n s u r e s  f a i r  a c c e s s  t o  a n d  c o n t i n u i t y  o f  c o v e r a g e  f o r

s m a l l  e m p l o y e r s  a n d  t h e i r  e m p l o y e e s .  T h e  i s s u e s  e m b r a c e d  i n  S B

2 4 2  a r e :

g u a r a n t e e d  a v a i l a b i l i t y  —  a l l  s m a l l  e m p l o y e r  g r o u p s  w o u l d  b e  

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

r i s k  t h e y  p r e s e n t .

c o v e r a g e  o f  w h o l e  g r o u p s  —  c o v e r a g e  w o u l d  b e  m a d e  a v a i l a b l e  t o  

e n t i r e  e m p l o y e r  g r o u p s ;  n e i t h e r  a n  e m p l o y e r  n o r  a n  i n s u r e r  w o u l d

jsmmmmmsiBBEaMaHmimBaBmmKSiaBsag&iai,
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be a b l e  t o  e x c l u d e  f r o m  t h e  g r o u p ' s  c o v e r a g e  i n d i v i d u a l s  w h o  

p r e s e n t  h i g h  m e d i c a l  r i s k s .

r e n e w a b i l i t v  of c o v e r a g e —  a t  r e n e w a l  t i m e ,  e m p l o y e r  g r o u p s  a n d /  

o r  i n d i v i d u a l s  in t h e s e  g r o u p s  w o u l d  b e  a s s u r e d  t h a t  t h e i r  

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

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

e m p l o y e r  m a r k e t  a n d  s a t i s f i e d  a p l a n ' s  p r e e x i s t i n g  c o n d i t i o n  

r e s t r i c t i o n s ,  h e  o r  s h e  w o u l d  n o t  h a v e  t o  m e e t  t h o s e  r e q u i r e m e n t s  

a g a i n  w h e n  c h a n g i n g  j o b s  or v/hen t h e  e m p l o y e r  c h a n g e s  c a r r i e r s .  

p r e m i u m  p r i c i n g  l i m i t s  —  i n s u r a n c e  c a r r i e r s  w o u l d  b e  r e q u i r e d  

t o  l i m i t  h o w  m u c h  t h e i r  r a t e s  c o u l d  v a r y  f o r  g r o u p s  s i m i l a r  in 

g e o g r a p h y ,  d e m o g r a p h i c  c o m p o s i t i o n  a n d  p l a n  d e s i g n .

T o  g i v e  e f f e c t  t o  t h e s e  p r o p o s a l s ,  S B  2 4 2  a u t h o r i z e s  a 

p r i v a t e  n o t - f o r - p r o f i t  S m a l l  E m p l o y e r  H e a l t h  R e i n s u r a n c e  

A s s o c i a t i o n .  W i t h o u t  t h e  R e i n s u r a n c e  A s s o c i a t i o n  t h e s e  r e f o r m s  

a r e  n o t  a c h i e v a b l e .  T h e  R e i n s u r a n c e  A s s o c i a t i o n  a l l o w s  i n s u r e r s  

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

r i s k  f o r  r e i n s u r e d  i n d i v i d u a l s .  T h i s  a l l o w s  i n s u r e r s  t o  t r e a t  a l l  

i n d i v i d u a l s  i n  a g r o u p  t h e  s a m e  w a y  —  a s  S B  2 4 2  d o e s  n o t  b r e a k  

u p  g r o u p s  f o r  t h e  p u r p o s e  o f  r e i n s u r a n c e  —  a l l  m e m b e r s  w o u l d  

h a v e  t h e  s a m e  b e n e f i t s .  T h e  r e i n s u r e r  s t a n d s  b e h i n d  t h e  i n s u r e r  

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

i n d i v i d u a l s .  T h i s  a l l o w s  i n s u r e r s  t o  s p r e a d  h i g h  r i s k s ,  b r o a d l y  

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

e m p l o y e r  g r o u p .  S.B. 2 4 2  is a c a r e f u l l y  c r a f t e d  b a l a n c e  b e t w e e n  

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

a d e q u a t e  p r o t e c t i o n s  f o r  c a r r i e r s  f r o m  i n t e r n a l i z i n g  t o o  m u c h
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r i s k  a n d  e n s u r i n g  t h a t  t h e  lo s s e s  of the r e i n s u r a n c e  p r o g r a m  do 

n o t  g r o w  t o o  large.

B e s i d e s  t h e  s m all g r o u p  m a r k e t  r e f o r m s  d i s c u s s e d  above, o n e  

of t h e  m o s t  e f f e c t i v e  m e a n s  to o b t a i n  c o s t  c o n t r o l  is to i m p r o v e  

o u r  h e a l t h  d e l i v e r y  and f i n a n c i n g  s y s t e m  t h r o u g h  e f f e c t i v e  

m a n a g e d  c a r e  p r o g r a m s .  M a n a g e d  c a r e  h a s  p r o v e d  it c a n  c o n t r o l  

co s t s .  A g r o w i n g  n u m b e r  o f  s t u d i e s  fr o m  t h e  s e m i n a l  R a n d  S t u d y  of 

H M O s  in t h e  m i d  1 9 7 0 ' s  to the r e c e n t  L a v e n t h o l  and H o r w a t h  s t u d y  

w h i c h  a s s e s s e d  t h e  c o s t  s a v i n g s  of m a n a g e d  c a r e  in t h e  CHAMPIJS 

R e f o r m  I n i t i a t i v e  (sa v i n g s  to b o t h  t h e  D e f e n s e  D e p a r t m e n t  and 

C K A M P U S  b e n e f i c i a r i e s  of $1 4 8 . 9  m i l l i o n  in 1988 a n d  1989). F o r  

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

a s p e c t s  of  m a n a g e d  c a r e  m a y  be i n c o r p o r a t e d  i n t o  t h e  s m a l l  

e m p l o y e r  h e a l t h  p l a n s  d e v e l o p e d  by t h e  S m a l l  E m p l o y e r  H e a l t h  

R e i n s u r a n c e  Board.

S m a l l  e m p l o y e r s  are a l s o  the a f f e c t e d  p a r t y  w h e n  v a r i o u s  

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

s e r v i c e s .  T h e  c u m u l a t i v e  e f f e c t  of t h e  v a r i o u s  m a n d a t e d  b e n e f i t s  

is t o  i n c r e a s e  t h e  o v e r a l l  c o s t  of t h e  i n s u r a n c e  p l a n  t o  the 

s m a l l  e m p l o y e r s  w h o  is in the m o s t  n e e d  of r e l i e f  for t h e  h i g h  

c o s t  o f  h e a l t h  c a r e  a n d  a r e  too s m a l l  to  s e l f - i n s u r e  a n d  t h u s  

e s c a p e  t h e s e  m a n d a t e s .  A  s t u d y  in 1989 by a U n i v e r s i t y  of 

I l l i n o i s  e c o n o m i s t  c o n c l u d e d  t h a t  16 p e r c e n t  of s m a l l  e m p l o y e r s  

no t  p r o v i d i n g  h e a l t h  i n s u r a n c e  w o u l d  o f f e r  b e n e f i t s  in t h e  

a b s e n c e  o f  s t a t e  m a n d a t e s .  T h e r e f o r e ,  SB 242 e x e m p t s  s m a l l  

e m p l o y e r  h e a l t h  p l a n s  f r o m  any laws t h a t  w o u l d  i m p o s e  

r e s t r i c t i o n s  on i n s u r e r s  n e g o t i a t i n g  w i t h  p r o v i d e r s  for s e r v i c e s
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or  p r i c e s  of s e r v i c e s  o r  r e q u i r e s  t h e  s m a l l  e m p l o y e r  p l a n s  to 

i n c l u d e  s p e c i f i c  b e n e f i t s  or s e r v i c e s  r e n d e r e d  by c e r t a i n  

p r o v i d e r s .

T h e  f o l l o w i n g  is a b r i e f  d i s c u s s i o n  of e a c h  s e c t i o n  of SB-

242:

S e c t i o n  1 . F i n d i n g s  —  d e s c r i b e s  the n e e d  for A l a s k a  to 

a d d r e s s  t h e  i s s u e  of t h e  u n i n s u r e d  a n d  t o  n u k e  a v a i l a b l e  to s mall 

e m p l o y e r s ,  h e a l t h  i n s u r a n c e  w i t h  s t a b i l i t y  a n d  p r e d i c t a b i l i t y  of 

r a t e  i n c r e a s e s  as we l l  as g u a r a n t e e d  a v a i l a b i l i t y  of i n s u r a n c e  

a n d  c o v e r a g e  c o n t i n u a t i o n .

S e c t i o n  2 . S m a l l  E m p l o y e r  H e a l t h  R e i n s u r a n c e  A s s o c i a t i o n .  

2 1 . 5 5 . 1 0  —  c r e a t e s  a n o t - f o r - p r o f i t  p r i v a t e  l e g a l  e n t i t y  w h o s e  

m e m b e r s h i p  c o n s i s t s  of a l l  i n s u r e r s  in t h e  s m a l l  e m p l o y e r  

i n s u r a n c e  m a r k e t  —  i n s u r a n c e  c o m p a n i e s ,  h o s p i t a l  a n d  m e d i c a l  

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

2 1 . 5 5 . 0 2 0  —  d e s c r i b e s  t h e  R e i n s u r a n c e  A s s o c i a t i o n  b o a r d  

c o m p o s i t i o n  w h i c h  a s s u r e s  r e p r e s e n t a t i o n  f o r  a l l  t y p e s  of 

i n s u r e r s  d o i n g  b u s i n e s s  in t h e  s m a l l  g r o u p  m a r k e t  i n c l u d i n g  

w e l f a r e  a r r a n g e m e n t s  a n d  g u a r a n t e e s  a m a j o r i t y  of s e a t s  to 

i n s u r e r s  in t h e  s m a l l  g r o u p  m a r k e t .  T h e  d i r e c t o r  o f  i n s u r a n c e  

s e r v e s  as  an e x - o f f i c i o  m e m b e r  of t h e  board.

2 1 . 5 5 . 0 3 0  —  d i s c u s s e s  t h e  v a r i o u s  p o w e r s  of t h e  A s s o c i a t i o n  

board. T h i s  i n c l u d e s  t h e  e s t a b l i s h m e n t  a n d  m a i n t e n a n c e  of a list 

of g u a r a n t e e d  i s s u e  c a r r i e r s ,  t h o s e  t o p  ten i n s u r e r s  b a s e d  on 

t o t a l  p r e m i u m  v o l u m e  in t h e  s m a l l  e m p l o y e r  m a r k e t  in A l a s k a ,  w h o  

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

m a r k e t p l a c e .  A n  i n s u r e r  o t h e r  t h a n  one of t h e  "t o p  ten" may


