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DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA

(007) 105-3867 or (65-2-150

M X (007) 465-2020 1.10 Seward Street, Suite 409
Mnit Slop .1101 Juneau, Alaska 00801-2105
MEM ORANDUM February 17, 1994
SUBJECT: Alaska Railroad Corporation Revenue Bond Authorization

(Work Order No. 8-LS1761\A)

TO: Senator Tim Kelly
ATTN: Josh Fink

FROM: George Utermohlenn
Legislative Counsel

Enclosed is the draft bill that you requested, authorizing the Alaska Railroad
Corporation to issue revenue bonds in the amount of $55,000,000 for the Alaska
Discovery Center, contingent upon a determination by the board of directors of the
corporation that the project is feasible and financially sound.

The bill satisfies the requirement under AS 42.40.285 that the legislature approve the
issuance of bonds by the Alaska Railroad Corporation. The bonds authorized by the
bill will be ii.sued under and subject to AS 42.40.600 - 42.40.700. However to allow
that the bonds be repaid only from the revenue and assets of the owner of the Alaska
Discovery Center, the bonds are excepted from AS 42.40.630. AS 42.40.630 provides
that railroad revenue bonds are to be paid and secured by revenue and assets of the
Alaska Railroad Corporation.

Please note that the draft bill does not contain section 2 from the proposed bill that
you provided with your drafting request, because it is not necessary. The statement
contained in the proposed section 2 is a virtual duplicate of AS 42.40.690(b) which
states:

(b) The corporation may not pledge the credit or the taxing power of
the state or its political subdivisions. Each bond issued under this chapter
shall contain on its face a statement that

(1) the corporation is not obligated to pay it or the interest on it except
from the revenue or assets pledged for it; and

(2) neither the faith and credit nor the taxing power of the state or of
a political subdivision of the state is pledged to the payment of it.

(Emphasis added.) Since this statement will appear on the face of the bonds as
required by AS 42.40.690(b), it is not necessary to set out that statement in the bill.

If | may be of further assistance, please advise.
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6960 Orchard Lake Road
Suite 239
West Bloomfield, Ml 48322-9107
Telephone: 810-737-9944
Fax: 810-737-9947

March 3, 1994

Senator Tim Kelly

Labor and Commerce Committee
State Capitol (MS 3100)
Juneau, Alaska 99801-1182

Dear Senatoi Kelly and members of the Senate Labor and Commerce
Committee:

It was a pleasure meeting with you Tuesday and presenting Ship
Creek Landing to tne committee. We are very excited by this
project and encouraged by the responses we have received. Wk
expect it will become one of the most significant developments
in the State; promoting not just Anchorage, but all residents
and business.

At the hearing | was asked to provide employment estimates for

the Northern Crossroads Discovery Center. We estimate the
center will employ 325 full and part time employees. I expect
virtually all employees will be Alaskan residents.

In addition, Senator Lincoln requested a copy of the Economic
Research Associates' preliminary market analysis. Enclosed is
your copy., Please note the report was preliminary and not all

the suggestions were incorporated in the preliminary design.
The design does, however, embody the ERA concept for the
Discovery Center. That being:

as an innovative marketing center for amenities
of the ~city and state to encourage extended stays and return
visits. In addition, the center would also augment existing
tourist facilities to encourage a more enjoyable visit."

Thus, the economic impacts of the center go beyond the $41.6
Million to the Anchorage economy to other segments of the State.

If you have any further requests, do not hesitate to call.

ely,

Mark LoPatrn
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THE ALASKA EXPERIENCE OR DISCOVER ALASKA CENTER
AT SHIP CREEK IN ANCHORAGE

SHIP CREEK PROJECT - INTRODUCTION

The purpose of this report is for Economics Research Assodates f. *A) to provide LoPatin ad
Company ad the Alaska Railroad Corporation with an initial assessrent of the development
opportunities for the Ship Creek Area. The focus of the assessrent is the 120-acre Ship Creek
gte located on the;City of Anchorage waterfront. ERA’Sinitial recommendations reflect:

1 An overview of current tourism to Anchorage and Alaska and tourism trends.
2 Current visitor activities and arenities.
3 An assessirent of related market as well as railroad and public policy issues.

ERA’s initial conclusions are somewhat genera] in detail ad are sugect to further refinement
besed on nore specific market evaluation and concept development.

The research to date reinforces the groning inportance of the tourism industry in Alaska ad
especially for the City of Anchorage. City, public, and private leadership generally agree thet
providing expanded activities for visitors, keeping them here longer, and increasing off seeson
tourism is essential for the Anchorage economic cese. The diminished employment need in the
oil industry and concerms over future military activity highlight the importance of tourism for
the State economy as well. The State’s visitor priorities are similar to those of the City, with
the mgjor addition of trying to explain the scale and grandeur of Alaska to short-term visitors.
Since Anchorage serves as a nmgjor point of entry to the State, the Ship Greek prgect could
indeed be the Gateway to Alaska.

The Gateway notion is reflected in our recommendation thet the Ship Creek prgject should be
highlighted by an exciting, sponsored visitor amenity. The initial concept, Discover Alaska
Center, would be designed to introduce what Alaska is and what the State hes to offer to
visitors. As such, the Discover Alaska Center would serve as an innovative marketing center
for the amenities of the City and the State to encourage extended stays and retun visits.  In
addition, the Center would also augment existing tourist fadlities to encourage a nore enjoyable
Visit.



The Discover Alaska Center is the comerstone of the Ship Creek prgect. We have briefly
described the overall conogpt and the possible component features.  Current and near-term
touns. forecasts of up to ane million visitors by the year 2000 provide the market for the
Center. A major consideration for the necessary refinement of the Discover Alaska Center
is the degree of sponsorship that will be available. To the degree thet public ad private
financial support can be dbtained, the project could e expanded beyond what the current market
would justify in order to:

1 Produce a nore exciting facility that hes expanded visitor appeal.

2. Generate nore enthusiasm for tourists to extend their visit and plan retum trips.

3 Create new interest in off-season visits through the marketing program and by theGenter
itself which will be an exciting year-round facility.

4. Provide the City and State population with a highrend entertainment, educadon, ad
cultural amenity.

The final recommendations for the Discover Alaska Center must by necessity follow the
response of prospective private and public sponsars. It is recommended thaet AKRC, local, State
ad Federal appointed and elected policy nekers be enlisted to help idendfy potendal binding
soucss.  As this process evolves, it will be necessary to incorporate addidonal technical
expertise in the area of concept design and related financial feasibility issues.

Qur recommendations for the overall land use in the Ship Creek area reflect both the need to
finalize the Discover Alaska Center and the variety of planning, engineering, and design issues
involved with asite of this type. A project of this size needs to be viewed as a process which
will be carried out over a period of years through a series of successful projects. The
Discover Alaska Center is the first and most important project in the process.

The program involves the long-term development of the Anchorage waterfront besed on a
tourism, educadon, and entertainment theme.  The initial prgect, a Discover Alaska Center, is
the catalyst to the Ship Creek prgect and its aim is to provide an introduction ad fed for
Alaska in ways that instill a desire to see nore of it.  This focus reflects:



2) An emerging recognition of the inportance of tourism to the local and state economies.

b) The immense scdle of Alaska and the distance and aooess problens in experiencing many
of its unique amenities.

o] Anchorage’s role/opportunity as Alaska’s entry point as well as the state’s cultural,
education, and entertainment center.

The besis themes recommended for the Discover Alaska Center build off of Alaska’s mgjor
amenities and attractions:

o Nature and soenic tourisn
9 A unique history ad culture; ad
® A resource cater  that serves the world.

Our recomended program reflects current visitor activity which is groming and hes tremendous
potential to capture the expanding interest in nature by baoth domestic and Far East visitors.
Current Anchorage visitation (described in Appendix A) anounts to approximately 765,000
people per year, up 20 percent since 1985, As indicated, a mgjor issue with current visitation
is its seasomality; most come during "he four month summer season, and the duration of the visit
averages a little over two days in Anchorage.

Our condusions from our assessent of the Anchorage market is that an attraction such as the
Discover Alaska Center is greatly needed.  There are not enough quality activities for current
visitors in the city and the vast mgjority of the State’s visitors appear to have unfulfilled time.

The current Alaska visitor:

Arrives during the four month sunmer seasan(72%).
Is from the Westemn dstates (41%), South (18%), or Midwest (15%).
Arrives by air (69%).
Is on a vacation or pleasure trip (65%).
Is 45 years or older (62%).
Stays in a hotel (approx. 62%) and does naot stay too long.
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Based on ERAs initial assessrent, the attraction should be targeted to an adult market with the
understanding thet it wiil have educational apped to youths in the local market in the off-season.
However, ERA believes that in time, Alaska will expand as an attraction for children ad
teenegers a5 a result of the increasing attention given ecology, environment, nature, and
wildermess by education systerrs.  This should incresse the market for families with children as
well as young adulits.

Ideally, there will be the opportunity to reach visitors nore then ance on their visit to
Anchorage. The attraction should be flexible enough in its progranming to provide a number
of experiences, in luding differing evening and daytime experiences. In addition, the Anchorage
area hes a very high percentage of visitors who are not on package tours when conared, to the
rest of Alaska. This means people will have the freedom to st thelr own itineraries and visit
nmore than once cr for longer periods of time. Our recomended concept involves a number
of tourist venues, as wWell as a combination of visitor senices induding food, entertainment, and
tour information.

A mgjor thene of the Discover Alaska Center is to provide visitors with a greater anareness of
the vast number of activity gptions and the idea thet an extended stay or repest visit is
warranted. Expanding the visitor market and seeson is the besis for securing the support of
existing tourist functions and maximizing the development potential of the balance of the Ship
Creek site.

Existing tourist venues are described in Appendix B and indude:

The Portage Glacier
Inside Passage
Mendenhall Gacier
Gacier Bay
Ketchikan Totens

Denali Park/Mt. McKinley
Skagway Historic District
Anchorage Museum of History
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In ERA’s opinion, the high penetration rates for the existing tourist sites as well as for other
Anchorage facilities along with the short duration of the visits indicates tournists are looking for
something to do.

This point hes already been recognized by the onrers of the Alyeska Ski Resort.  The resort,
located outside of Anchorage, is planning a ngjor expansion of its lodging and recreationdl
facilities (see Appendix D).

To further public support for the prgect, secondary thenes of education and entertainment for
the Alaskan rrarketarealso important considerations. On the level of the schod-age child, the
Anchorage School' DI(StrICt Community Resources Office coordinates educational visits by its
students to local visitor attractions.

The best example of an attraction like this would be the Museum of Art ad History. The
Museum hosts dose to 650 schod groups with atatal of 17,000 students annually.  An estimated
14,000 are students in the Anchorage schod district (just under one-third of the total student
censls).  The remaining student groups cone from sahods throughout the State,

In addition to these student groups, the nuseum hosts another 90,000-110,000 wvisits from
Anchorage area residents and other Alaskans. They core individually or in small groups to see
the museunt's callection, speda events and exhibits, and film series. They leave with increased
knowledge or appreciation for art and history.

DISCOVER ALASKA CENTER - CONCEPT

Alaska is a tourism gem in the rough - one thet is truly in the rough because, depending on the
sunvey, Alaska ranks between 40th and 44th out of the fifty States in total visitor expendituresl
Many states thet are much less well known as visitor destinations like Nebraska, lona, Alabama,
Kentucky, West Virginia, Kansas and athers do far better. Considering what Alaska hes to
offer, this amazingly low ranking illustrates the goparent great potential for new visitor

development.

1 The national rankings incdude itenrs such as travel generated expenditures in:
transportation, lodging, food senvice, entertainment and recreation, and general retail trade. The
saurce is the National Travel Sunvey by the U.S. Travel Data Center.
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A key agpect of visitation is obviously linked to the distance ad cost involved in travelling to
Alaska conared with other tourist destinations.  While it would be interesting to examine the
implications of air travel pricing palicies, espedally during de off-season (including the potential
impact of incentive prograims) thet is not our current foocus. ERA’Sexperience, however, is that
there is a relationship between the distance and cost of vacation travel and the need to derive a
high level of personal satisfaction from the experience. In general, this means thet Alaska must
take every effort to assure thet visitors have a relatively easy time getting introduced to this huge
ad dverse stlate, maximize the activities and enjoyment of their stay, and leave with the feeling
thet it wes worth the effort.
i *

At present, Alaska is not easily understood. It is too big ad diverse to grasp.  There are
586,000 souare miles, at least five definable native cultures, a number of widely different
environments, and a richer variety of wildlife and sedlife then in any other state.  Sixty percent
of the visitors to Alaska Stay for nore then a week, but even these visitors see only a nere
fraction of what Alaska hes to offer and never even hear about much of it.

Polls show thet visitors leave satisfied with their experience, but the majority never get tre thrill
of seaing Mt. McKinley, much of the wildlife, the native cultures, or hearing the great stories
of courageous and tenacious European explorers and American pioneers.  The vast mgjority
leaves without enjoying the finest salection of outdoor activities in North American such &s
hiking, fishing, climbing, canoeing or ather types of boating.

The Discover Alaska Center is envisioned as three entertainment/educational pavilions thet, like
anchor stores in a shopping mail, resulit in acritical ness of attraction that attract nore visitors
then a single pawvilion would on its own.  The concentration of visitors also provides support for
the smeller retail and food venders that are a mgjor source of prgject revenues.  The gadl of the
three pamlions is to inform or educate people about Alaska in a very entertaining way to
increase visitor interest in doing nore, staying longer, ad coming back.

The recommended themes of the three pavilions are:

[ Nature/Ecology,
13. History/Culture, and
m. Resources.



A fourth pavlion, or st of servioss soread anongst the three pavilions would have
entertainment, food, and visitor sernvices, paossibly in an old Anchorage street scene fonet.

The centerpiece of the Discover Alaska Center should be a large open space (most visitors will
cone in the summe), with a focal element that hes an Alaskan theme and is large enough to
draw curiosity. ERA likes the idea of a very large sculpture/model of the state of Alaska thet
can be walked on ad around.  Walking on and around the model will help people grasp the
enomity of the date ad its many terrains and distinctive aress.  Built in lights marking
important sites and routes and spot-lighting can heighten the drama of the sculpture/model. A
variety' of tednigue™ are available to endaose the concept during the off season to provide a year-
round amenity.

As stated, a ngjor consideration is the potential of obtaining private or public sponsorship for
the Discover Alaska Center.  In order to fadilitate potential discussion or preliminary interest
in this prgect, we have provided the follonwing description of potential activities. Depending
upon the potential Sponsor respanse, further market refinement and facility design research ad
altermatives will ke developed.  For purposes of discussion, the Discover Alaska Center could
involve:

l. Nature/Ecology

This there is reconmrended for the primary pavilion of this attraction for the follonwing reasons:

1 The natural world thene is the besis of Alaska’s appeal as a desunation ad
shoud ke tre key part of any attraction that proposes to give an overview of
Aaska.

2 If this attraction is to e the "'organizing' attraction for visitors to Alaska, it must
introduce ad provide details about the natural attractions of Alaska.

3 Adorage visitors who see the Anchorage area attractions with  natural
orientations do not see the full range of natural attractions in Alaska.



4. Future interest in natural attractions can only be expected to increase as concarms
about and interest in the natural world continue to rise.

Each of these paints is discussed below.
1. N arural attractions are the basisfor Alaska's appeal

Four of the top five attractions and six of the top ten attracdons in Alaska have a natural
orientadon. AH S|tx have amazingly high summertine visitor penetration rates (perocent of
visitors who cone' to the attraction) for visitors to the region where they are located.  Winter
visitation drops sharply as aooess to these natural aress is often sharply reduced.  In order of
their attendance tatals, the six are

Tourist Market

Attraction Penetration Rate Region

Portage Glacier 67/% Southcentral
Inside Passage 74% Southeast
Mendenhall Glacier 65% Southeest
Glacier Bay 5% Southeest
Denali/McKinley 9% Denali/McKinley
Kenai River 34% Southcentral

Two of these attractions, Portage Glacier and the Kenai River, are in the southcentral region
where Anchorage is located.  Three of located in the Southeastermn region (i.e., Juneal).

2. The Discover Alaska Center as an organizing attraction for the natural attractions

The Discover Alaska Center will be positioning itself as an entertaining and educational
attraction and a conplete visitors center. To le a conplete visitors center, the Discover Alaska
Center Nature Pavilion should offer information services on the state’s leading natural attractions
as well as many of the newer ones that are under development.  The information service should
include pictures with descriptions of these attractions, conmercial ad public tours available for



transportation to and within these attractions, activities permissible at the place, and other types
information of importance to visitors. The attraction descriptions and pictures, and the activities
permissible should form the core content of the entertainment found elsewhere in the Nature
Pavilion.

3. Natural Attractions in the Anchorage area do not tell the whole story.

Alaska’s most popular natural attraction is the Portage Glacier which is located just outside of
Anchorage. \/5|tor attendance is estimated to be approximately 270,000 annually. It hes a
summer visitor penetratlon rate of 67 percent for visitors to the southcentral region. On the way
to Portage Jadier, visitors pess Chugach Sate Park  The State Park’s visitor attendance is
estimated to be approximately 110,000 annually. It hes a summer visitor penetration rate of 27
percent for visitors to the southcentral region.

These two natural attractions offer some elenents of agladier, forest and mountain experience,
but not all. For example, Portage Glacier does not have the giant cliffs of ice thet plunge into
the ocean that Glacier Bay does. Chugach State park is not as grand or well known as the
mountains in Denali are.  Neither offers viewing of sea mammals.

Misitors to Anchorage’s two leading natural attractions see only a portion of the state’s natural
attraction resource.  The inAnt of the presentations in this pavilion should be to broaden the
anareness of natural sights and experiences in Alaska beyond the experiences that visitors get
a Portage and Chugach.

4. Future interest in natural attractions will increase.

The viorld around us, in particular concems about the “the natural world,” will shepe our lives
nmore than ever in the coming decades. The conogpts of conservation, re-cycling, low inpact
vacationing, learning about and respect for nature, and ultimately “'eco-tourismi* have, after years
as asub-culture, become a part of the mainstream travel/ivacation culture. This is not to say that
they have displaced the modem travelivacation values thet hold pleasure, conffort, relaxation,
convenience, and entertainment in high esteem  Modem man’s demands for these remain firm
Rather, they have become awkward but inevitable bedfellons.



Response to M arket

As noted earlier, the Anchorage visitor market is typically older individuals on vacation,
business people in town for over three days, ad foreign visitors - often European, but
increasingly Japanese and Korean. The Anchorage resident market differs little from thet of any
other typically American city of 250,000. With these factars in mind, this element of the
Discover Alaska Center endeavors to be

e Clearly structured;

®  Easylto move through;

. Playful with the imaginationthrough sight and soundshows  rather thenphysical
body motion; ad

® Rich in informational content thetwhenmixed  withtheaudio and  visual media,
mekes for an element thet is gppedaling to curious aduits and educational to
children.

D escription of Components

Based on ERA’s experience, potential elements for this pavilion could include:  a presentation
in alarge spedalty theater that enmphasizes the big picture of Alaska’s natural landscape, "please-
touch” and interactive exhibits in pre-show arees thet focus on ecology ad the mannature
relationship, and a smaller spedialty theater thet foouses on wildlife.  Kiosks that pronote
sightseeing with a wildemess flavor could be located just outside of this element’s exit.

We recomend that an Omnimax/Planetarium type theater be considered because:

®  The suigect of Alaska, with its vast scenery and gpen spaces, and phenonmena like
the Northem Lights, is particularly appropriate for presentation in alarge format
film presentation like Omnimax.

. There is alocal desire for a planetarium that cannat be economically justified,
ad there are several Omnimax installations in San Diego, Minneapolis, ad
Kansas that successfully integrate the planetarium projection equipment into a
Omnimax.
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It is hoped an Omimax type film of Alaska can be successfully distributed to
theaters in the Lower 48 and aorcad where they can be used in presentations thet
either subtly or overtly promote travel to Alaska, as wel as generate additional
revenues.  ERA bdieves thet properly marketed, a road show of the film ad
Alaska exhibits coud be a highly suocessful activity.  The program could e
linked to sdence "mseum; and private thegters.

We also recommend asimaller spedalty theater thet foouses on wildlife. This could be eqaressed
in a "Sounds of Alﬁka" conoept

®

In a totally dark room the sounds of wildlife and other sounds in nature are
played on a highttech, high-fidelity sound system Moments after the sounds
begin and nmove aroud the room, imeges or quick films of the animals or sceres
are flashed on asaeen  This would le done best in a round or polygon sheped
room where pegde st or stad in the center.  For exanple, the growd of a
grizzly would be heard, folloned a noment later, by a short (five second) film
clip of a grizzly loping rapidly tonards you, flashing on the wall. Then the
soreech of abald eage would be heard, folloned by the image of a eagle flashed
an another wall.  Other sounds would e the crashing of a glacier into the ssa
wolves, whales and the winds of the ardtic.

of Stay

As this nature pavilion is the primary pavilion in the Discover Alaska Center, we expect thet
visitors tathe Center will spend the greatest amount of time there.

The greatest amount of time will ke spent in the theater if the film is the typical thirty nminutes.
The "Sounds of Alaska" presentation should take no nore then 10 minutes. On average, the
exhibit arees ad information arees will take no nmore than 30 minutes including wait times.
This brings the total length of time spart in this pavilion to 60 to 70 minutes on average.
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Other Amenities

A gift shop with a merchandise mix similar to thet of the Nature Company Stores would be
appropriate a the exit from this Pavilion.

[, History/Culture

This theme is recommended for the second pawvilion of the attraction for the folloming reasons.

1 After' 1ralure, die there with the greatest gpped to visitors is the history and
native cultures of Alaska.

2. As in the first pavilion, If this attraction is to be the''organizing” attraction for
visitors to Alaska, it nust introduce and provide information albbout thehistorical
ad cultural attractions of Alaska.

3 Anchorage visitors are nat, a this time, exposed to the full range of the historical
ad cultural story of Alaska.

4. Interest in cultural attractions is gromng a a desire for nore “authentic”

experences inareases anong segrents of the traveling public.
Each of these paints is disaussed below

1. H istorical and Cultural attractions: Alaska’ second theme

Eight of the top fifteen attractions in Alaska have a natural theme, but six have historical or
cultural themes. The six have surprisingly high summertime visitor penetration rates for visitors
to their regons.  As with many of the natural attractions, visitation drops sharply between
Septenber and May.  In the case of four cultural/historical attractions in the southeastermn region,
this is due to the cessation of cruise ship trips from mid-September to mid-May. The state’s top
six cultural/historical attractions in order of their summer visitor attendance are:
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Tourist M arket

A ttraction Penetration Rate

Ketchikan Totems 58% Southeast
Skagway Historic Gold Rush

District 5% Southesst
Anchorage Museum of History
ad Art 42% Southcentral
Sitka’s Rus&lan Church/Dancers 3% Southeast
University of Alaska Museum 4% Interior/North
Alaska State Museum 31% Southeast

Only ore of these attractions, the Anchorage Museum of History and Art, is in the Southcentral
region where Anchorage is located. Four of the six are located in the Southeastern Region.

2. Vie Discover Alaska Center as an organizing attractionfor historical/cultural attractions

To be a complete Alaska visitors center, the Discover Alaska Center History/Culture Pavilion
should offer information services on the state’s leading historical and cultural  attractions as well
as many of the newer ones that are under development. But it can aso play another rde thet
will help visitors place the historical and cultural attractions thet they see in acontext. With tre
exception of sone of the museuns, each of the state’s many historical and cultural attractions
foausses on a particular piece of the state’s history, to the exdusion of the rest of the state’s
history. The Ketchikan totens are artifacts from ane era, the Sitka Russian church another.  In
presentation, this attraction can organize these many different periods and places ad provide
information senices about places from each period. These information senvices should include
pictures with descriptions of these attractions, conmercia and public tours available for
transportation to and within these attractions, and other types of information of importance to
visitors. The attraction descriptions ad pictures shoud form the core content of the
entertainment found elsewhere in the Cultural/Historical Pawvilion.
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3. Cultural/historical attractions do not tell the whole story in Anchorage.

Of the six cultural/historical attractions that are anong the top fifteen attractions in tre State,
only one isin Anchorage. That is the Museum of History and Art.  This is really not surprising
because, we understand, the Anchorage area was not permanently settled until recent historic
times. Hence, there are no historical artifacts like old settlerents or dusters of totem pales to
build an attraction around. (The exception is a small but developing Russian site twenty-five
miles outside of town called Ekiutna).

The Museum is currently the focus for visitor cultural/historical interest. It is gpen year-round
ad hes an annual attendance thet is estimated to be 250,000 ad a remarkable summer visitor
penetration rate of 42 percent. This is lower then the nearby Portage Gacier’s 67 percant but
is still very high for a museum The museum hes a very good static presentation on the cultural
history of native Alaskans, and the impacts of the Russians, ad lives of the anglo pioneers, but
the entertainment value is low and the visual impact limited by the dtatic diorama formet.
Recognizing this, the museum hes supplenented the displays with native film ad dance
progras thrice daily in the summer. While the dances and films are good, the overall packege
IS not easily comprehended as a whole, and the visitor flow is choppy.

Efforts have been undernay for the development of an attraction developed by and about native
pegples on a sitejust outside of Anchorage.  There is reported confusion and oppasition to the
development of this attraction. The future development prospedts and paranetars of this
attraction should e better known by the end of this year.

Neither the Museum nor the proposed native peoples attraction dsousses Alaska’s Natural
History, and neither explain the Alaska’s history in an entertaining way.

4. Funire interest in cultural/historical attractions will increase.

Cultural tourismis closely related to eco-tourism in thet it is a groning type of travel thet strives
to add leaming and relevance to the travel/vacation experience. The interest in cultural sugedts
is reflected in statistics that show rising museum visitation in the U.S., increased spending on
cultural events (they now exceed sporting event spending), and the rise of spedalty media outlets
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that serve cultural tourism and ecotourism interests including the Arts and Entertainment
network, the Discovery Channel, and the number of cultural and nature programming on the
Turner networks and PBS. In education, increased interest in other cultures can be seen in the
multi-culturalism moverents in all levels of education.

Response to Market

The Anchorage visitor market is comprised, typically, of well-educated, older individuals on
vacation, business people from the Pacific Rim or the Lower 48 in town for over three days, ad
foreign wisitors - often European, but increasingly Japanese and Korean.  The Anchorage
resident market differs little from that of any other typically American city of 250,000. With
these factors in mind, this element of the Discover Alaska Center endeavors to be

«

Clearly structured,;

Easy to move through

Playful with the imagination through sight and sound  shows rather than physical
body motion;

Rich in informational contert that, when mixed with the audio and visual media,
mekes for an element thet is gppealing to curious adultsand educational  to
children. The content here is going to be a little nore difficult to convey in an
entertaining way thaen the content of the nature pavilion. However, the content
cannat ke lost in the entertainment if this is expected to have the educational
value thet it needs to retain and maintain funding and support from the public
sector;

One segment of the market whose content concams  vill need to be addressed will
e the native peogples. These concems should be usad to increase the accuracy
and relevance of the content and enhence, not reduce, the entertainment values,
ad

Sections on the multi-cultural history and current reality of Alaska should be
interesting ad involving for foreign visitors, espedally the Japanese.

ERA also believes this pavilion would provide an excellent merchandising opportunity for high
quality authentic native arts ad crafts.



Description of Components

ERA recommends that this pavilion contain conponents that include a non-static exhibit thet
describes the native peoples history in Alaska from the Bering Straits land-bridge times to the
presert - with an enphasis on native cultures, a geo-drama theater that tells geological history
of Alaska, and exhibits on the modem development of Alaska.

One recommendation thet ERA hes for the story of the native peoples in Alaska would be a
theater similar to the Spirit Lodge thet was sponsored by GM at the 1986 World’s Fair in
Vancouver. A variation thet could have sone gppeal would be to have visitors seated in a dome
rail car (conplete with nmotion and sound) thet travels pest the historical and cultural attractions.

The geo-drama concept attenyots to the geological/natural/and human history of the state in one
high energy audioMisual presentation. The idea calls for a theater experience that is
conceptually similar to this description.

. The geo-drama would trace the geological/natural/and human history of Alaska
from when the universe wes created, through the creation on the sdlar system, the
earth, the amval of plants and aninels, early man, and the shifting plate tectonics
that resuited in the creation of Alaska including periods when the climate of
Alaska wes in a frigid ice age, awam, tropical age, and a hot age of erupting
volcanoes. As the gedogical form of the state codls into shepe, the migrations
of people over time would be shoan on a prgected mep of the state.  Live
performers could e incorporated to enhance the explanation of Alaska’s diverse
cultural heritage. Viewers would stand or sit on a balcony around the edge of a
crcular room and watch a fast-paced, multi-media presentation prgected on the
circular floor below as if they are looking through a porthole to the pest.

The geo-drama should also capture the idea thet Alaska hes benefitted over time from its
geographic position on the Pacific Rim thet hes brought many peoples to its shores.
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In a place as hig as Alaska, transportation routes and means directed the way in which miners
from the gold rush era to the oil drilling era traversed and then settled the state. This element
would desaile the settling of Alaska in modem umes through nmethods of  transportation
including dogsleds, segplanes and ski-planes, ships, railroads, and roads. There are many good
"peoplell staries here involving heroism, gunpdon, and grit.  Sirulators like a dog ded in-a-
blizzard simulator with a wind machine and a red snow nmachine along with rail ad plane
simulators could bring reality closer to the visitors.

Length of Stay

This pawvilion will have a nore balanced dme distribudon between the three principal elements
then the Nature Pavilion will. Each of the three elements we expect will take fifteen minutes,
although a geo-drama nay take twenty minutes.  Including waidng dme, the amount of dme
st in this pavilion should average about sixty minutes.

This pavilion should include at least ane gift shop with two distinct merchandise categories. One
would e merdnandise mede by native peoples and the second would be merchandise similar to
thet found In a sdence nuseum gift shop (in kegping with the geo-drama element).  Given thet
bath of these merchandise lines are very different from one ancther, it may be wise to separate
them into two smaller shops but sdil permit easy passage between die two to maximize visitor

exposure to goods.



IH. Resources

Introduction

This thene is reconmmended for the third and final pavilion because resource extraction - all,
fisi'sea mammals, coal, tinber, god and other minerals have shgped tre lore and the
development of Alaska. It is likely thet the industries built on these resources could be
interested in taking a role in the telling of the Alaska story at the Discover Alaska Center.  If
so, ad if their finiaincial and in-kind contributions are significant enough, this third pavilion
could be as compelling as the first two. For the present, we are assuning financial assistance
could be provided.

There are two attractions thet the resource extraction industry hes at this tine in Alaska and the
nmore popular of the two, the Alaska Pipeline, wasn’t built as an attraction.  The story ad
technological sophistication of the pipeline is such thet it draws alnost 120,000 visitors each
year. Sixty-five percent of the sunmrer visitors to the Interior/Northemn region meke it a point
to s the pipeline. This is a greater market penetration rate than the University of Alaska
Museum and Alaskaland, an amuserent park, have in thet region. It is the single largest draw
in the region.

Near Juneau, in the southeastermn region, the two year dd DIPAC fish hatchery wes built with
visitors in mind and features a visitors center, displays of fish in a variety of tanks, ad an
outdoor area to watch the salnon a. the fish ladder. In its second year it had a 33 percent
summer visitor penetration rate.

All elements of this pavilion are likely to ke influenced by industry supporters, but the iessons
of corporate support at the World’s Fairs and EPCOT should keep the message of the exhibits
as honest and balanced as possible.

ERA hes several suggestions for elerents to mis pavilion. They are

A whale exhibit, similar to the Underwater World attractions, could involve walking through a
tank while whales swim around, over, and under you.
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. Seeing Alaskan wildlife is great sport for visitors, and they can never get enough
of it The nost popular to sight are noose, aiters, salnmon, sea lions, walrus,
puffins, eagles, polar bears, kodiak bears, and whales. Of these, one ranks
higher than athers in high interest by tourists and rarity of high-quality sightings -
- whales. A walk-through tank, similar to ones developed in other pacific rim
countries, could give visitors afar better view of whales than they might normally
ot

A salnon centter....

le
They could not be doser.  Ship Creek hosts Anchorage’s principal salmon runs.  Native folklore
and other legends of the pacific northwest say nmore about salnon then nearly any other fish or
animal. There are two gptions here.

a One would be to put in a fish hatchery thet isdesignedto maximize visitor
exposure 1o the proosss like DIPAC which is near Juneaul. Last year, itsseoon
year, DIPAC, attracted 100,000 visitors. Many are visitors from the cruise
ships, who were quick to add it to ther itinerary. DIPAC is a non-profit
organization supported by the fishing industry.

. The altemative would be to build a spedd display area for salnon, including a
possible manHmade stream about six feet wide and thirty winding yards long.  If
filled with black gravel, the brightly cdored beauty of the fish could be seen
sharply against the dark background. This.stream could also be the hook for a
highly-themed seafood restaurant.

An oil exhibit that addresses the inmportance of this resource to the nation and state as well as
the extraction process.  This inportant component needs to be reviewed with industry
representatives to detenmine thelr interest and willingness to particpate in the prgect. In ERA’s
experience, industry related exhibits are more common then might be thought.  Almost twe
dozen individual conpanies have individual museurs including the elaborate Motorola and
Coming museuns and the relatively simple Schwinn and Jon Deere exhibits.  There are several
ways to ggoroach a petroleum exnibit.  Here are three.



. As an Energy Exhibit. Virtually everv one of the sdence museuns in the country
hes an energy exhibit. Epcot hes one loo. It is comprised of three novies and
a ride through attraction.

® As an exhibit about Oil and Alaska. This could resenble a successful exiiibit
nodeled after one staged at the Royal Museum in Victoria, British Columbia
several years ago.  This exhibit focused on the Canadian Oil industry and the
many raes thet petroleum and its products plays in our lives.

© As an exhibit thet emphasizes the sophisticated technology and sheer size of the
key Alaskan pieces of the oil refining business. Here the enphasis would e on
the Alaska Pipeline and the technological achieverment of designing, building and
operating facllities like those in Prudhoe Bay. The mgjority of the visitors know
of the pipeline and many are interested in seeing it but are unable to travel to sse
it. The pipeline could be viewed as a level of achievement on par with the
Hoover Dam, the Sears Tower, the St Louis Arch and other exanmples of man-
mece achieveernts.

IV. Tourism Amenity
This amenity could include:

. Local information about Anchorage,
Tour and travel-services,

Entertainment, ad
Restaurants.

® ©

This conponent of the project depends upon the eventual scale and configuration of the other
three. More importantly, its actual location in the Discover Alaska Center depends upon a
variety of related decisions including:

1 Where the Discover Alaska Center is located.

2. The location and timing of a potential Ship Creek hotel. The tourist amenity could be an
endosed "'street”” between the Center and the hotel.  An altemative could have tre tourist
amenity in the hotel as long as the Center is physically linked.



At present, we assume the amenity could include:

1 Several theme restaurants obviously geared to tourists but certainly senving the regional
population as well. Theme concepts include native or pioneer experiences.

2. 1800’s entertainment which couldinclude  abar/dance hall andsone  sort of gaming
(mock) format.  This is an exciting part of Alaska’s heritage and could be an enjoyable
ad rewarding experience.

3 Introductorylbooths to inform vsitors(and locals) of Anchorage as weil as Alaska
amenities, evants, tours, etc.

4, Travel and tour representatives.

5. Related tourist amenities.

The mission of the tourism amenity is to assure visitors are fully informed of things to sse ad
do in Anchorage and Alaska. Properly done this facility will also augment the entertainment
scere for visitors as well as locals.

Note: The tourist amenity will need to be finalized as other components of the Discover Alaska
Center are detailed.



SHIP CREEK ECONOMIC IMPACTS

Estimating the economic impacts of tourism is adifficult but necessary conmponent of any proect
seeking public support or consansus.  ERA hes had considerable suooess and experience over
the years on forecasting and estineting the inpacts of various tourism prograirs.

For the Discover Alaska Center ad early components of the Ship Creek prgect we have
developed some preliminary impact esdretes. The estinetes utilize existing Alaska Division
of Tourism dataZand reflect the preliminary nature of the Ship Creek components at this tine.

ERA views these nurrbers a5 aguide to assist public sector and tourism dedision nmekers in thelr
review of the Ship Creek prgect. This important conponent of the prgect will be revised as
further market research is conpleted and the overall conoept is further refined.

Discover Alaska Center 1992

As indicated in our report, the Gity cf Anchorage currently hes approximately 765,02) visitors
per year (1990/91). If we assure the Center hes a cost of $30 million and thet it would draw
around 40 percent of the City’s visitors it would have an attendance of 300,000 per yesr.
Assuming an average per capital expenditure of $20.00 indicates a gross income of $6 miillion
per year. Depending upon the eventual composition of the Center, a considerablle portion of the
gross income would be consumed by expenses, say $3 to $4 million.  The probable inability of
the facility to cover debt expenses is very conmon and is reflected by the fact thet most projects
of this type are publicly sponsored (i.e., loss leaders for tourism development).

A variety of mechanisns exist to fund the deficit of tourism generating prgects and sone
discussion of these options is in the folloming section.

1 ERA believes the Alaska Division of Tourism data to e developed in a fashion acceptable
to the tourist industry. It should lee noted thet visitors include aH travelers to the State by non
Alaska residents (e.g., business, taurists, family, etc.).
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'Die justification for sponsorship of a prgect such as the Discover Alaska Center will obviously
vary with the entity being asked to provide resources.  For exanple, City support would relate
to construction and gperating jobs as well as to City tax dollars generated.  While an accurate
assessirent of economic inpacts will need to wait until the prgject is further defined one obvious
benefit will ke in the form of expanded tourism  For exanple:

® Assune the earlier attendance figure for the Discover Alaska Center of 300,000
people per year (this is only a slightly higher penetration rate then that achieved
a tthle Anchorage Museum).

0  Assune further that as aresult, 10 percent of the visitors extend their stay by one
day = 30,000 additional visitor days and 20,000 additional hotel roons rented.

. Assunme 5 percent of the visitors dedde to meke a return visit = 15,000 people
who stay approximately three days in Anchorage or 45,000 visitor Gays ad
utilize 30,000 hotdl rooms.

Perhaps as important is the number of pegple who derive more enjoyment and satisfaction out
of their visit and go back home ad say so.

Discover Alaska Center 2002

An option to the above 1992 Center would be an expanded version (i.e., nore facilities ad
features, yoscale merchandise, larger, etc.). For this version we used $50 million which would
build a facility that visitors would not wart to miss and would pay nore to see.  In this scenario
we assune that 60 percent of our 765,000 visitors would attend for an attendance of 460,000.
With an average per capita expenditure of $30.00, a gross of just under $14 million would ke
generated.  Using our earlier assunptions, the visitor inpact could be:

. Draw 460,000 of Anchorage’s visitors per year;

. Fifteen percent of the visitors extend their stay by one day = 70,000 additional
visitors, 46,000 additional hotel rooms rented and

. Ten percent of the visitors make a retum trip = 46,000 who stay three days in
Anchorage or 138,000 visitor days with 92,000 hotd room nights.



The point of the above admittedly academic exercdse is to illustrate the dramatic economc
impact thet can be gererated by even a nodest inarease in Anchorage tourism. Local tourism
people estimete the average visitor spends around $500.00 during their Anchorage stay or
approximately $200.00 per day using a2.5 day visit. |If the Discover Alaska Center adds 75,000
visitor days (i.e., 1992 version), it will generate $15 million per year in new Anchorage visitor
expenditures. The 2002 version would gererate $41.6 million per year.

As the prgect is finalized, these impact nunbers will be refined and documented.
2k
Hotel Occupancy

A rough assessirent of the current hotel situation in Anchorage based on existing detaand ERA’S
fieldwork and interviews is as follows:

o] CQurrent number of visitor quality rooms in Anchorage - 3,500 (out of atotal of
approximately 4,400 roos);

. Current Anchorage visitors of around 615,0003 people staying approximately
three days a 1.5 pegple per room in Anchorage equals a need for 1,228,000
room nights per year. If Anchorage hotels operate at 65 percent, there would be
currently a need for 5,200 roons (i.e., a 75 percent it 4,485 roons). In ay
evert, it would gppear current hotel occupancy in Anchorage is very healthy.

. While we did not evaluate existing room rates, our interviews suggest tre full-
senice hotel roons sl at a very healthy price, especially in season (e.g., in
Decenber we got a preferred rate at the Hilton of $75.00. This room could go
a5 high as $125.00 during the sunmer months).

Any suooess in extending tourist visits to Anchorage would appear to put immediate pressure on
the existing full-senvice hotels.

3 This does noi incdlude the local estimete of 150,000 Anchorage visitors per year who come
from elsanhere in the state. While we are sure sone do come, and do stay in hotels, there are

no accurate figures.



More importantly, tourism is expected to increase by two to three percent per year over the next
decade to a tatal number of Anchorage visitors of 792,000 by 2001. This prgection, which
gopears redlistic, does not consider the development of Ship Creek or the Discover Alaska
Center. If we assure around 180,000 additional visitors to Anchorage and if they stay 2.5 days
a 15 peode per room, a demand for 300,000 hotel room nights will be generated.  If we
assune We are currently operating at near capadity (a reasonably safe assunption, espedally in
during the surrmer)],1 Anchorage will need over 1,250 new hotel rooms. I the positive impacts
of Ship Creek ad the Discover Alaska Center are incorporated, this need for new full-service
roons is over 1,700. Incidentally, this same scenario indicates a demand for 800 new additional

full-service hotel roons by 1996.
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Senate
MEMORANDUM t*
TO: Senator Steve Frank, Co-Chair

Senator Drue Pearce, Co-Chair
Senate Finance Com m ittee

FROM: David Skidmore

RE: Amendment #4 to Senate Bill 148
(Alaska Railroad Corporation B ill)

DATE: 11 M arch, 1994

Senate Bill 14S will be heard by the Senate Finance Con e uesday,

March 15. This memorandum is to remind you of the pi
amendment that was under consideration by the commute. mw. . last the
bill was heard.

Asyou know, SB 148 would in part bar the chiefexecutive officer of the
Alaska Railroad Corporation from serving as the ARRC Board of Directors
member who is required by statute to have ten years ofrailroad
management experience. As Mr. Robert Hatfield currently does hold both
of these positions, passage ofSB 148 would have rendered this situation
illegal and untenable. Amendment #4 was drafted in order to provide for a
transition period before this prohibition takes effect.

The terms oftwo members of the ARRC Board of Directors are scheduled to
expire on October 3, 1994; these members happen to be Mr. Frank Chapados
(who holds the Third Judicial District seat) and Mr. Loren Lounsbury (who
holds the business owner seat). The amendment under consideration
would require the governor-given the failure ofeither of these two
members to continue to serve on the board for any reason--to appoint a
person who satisfies the newly-combined membership requirement of
either having ten years ofrailroad management experience or having been
an executive official ofa U.S. railroad.



Upon the appointment ofa person who satisfies the newly-combined
membership requirement, Section 7 ofthe Act would take effect and
prohibit the chiefexecutive officer from jointly occupying the railroad

management experience seat,
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CS FOR SENATE BILL NO. 148{FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE - SECOND SESSION

A BILL
FOR AN aCT ENTITLED
"An Act relating to legislative approval of certain ads of the Alaska Railroad
Corporation; relating to members of the board and chief executive officer of the
Alaska Railroad Corporation; and relating to nmeetings of the board of directors
of the Alaska Railroad Corporation."

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

* Section 1. PURPOSE. This Act provides thet
(1) the Alaska Railroad Corporation shall obtain approval of the legislature
before
(A) incuming delat, exogpt in cartain draustances, In exaess of
510,000,000 in ayear or in excess of a tatd of 550,000,000; or
(B) obtaining an equity position in certain nontransportation activities,
(2 the Alaska Railroad Corporation is authorized to acquire an equity paosition
in a proposed regional land fill;
(3 qualifications for appainted menters of the board of drectors of the

-1- CSSB 148(FIN)



Alaska Railroad Corporation are amended:

(4 members of die board of directors and chief executive officer of die Alaska
Railroad Corporation are subject to AS 39.50 (Conflict of Interest);

(5) cerutin members of the board of directors may not serve as chief executive
officer of the Alaska Railroad Corporation:

(6) the chief executive officer of the _Alaska Raiiroad Corporation may not be
appointed to certain memberships on me board of directors and may not serve as chair or vice—
chair of the board of directors:

(7) the board of directors of the Alaska Raiiioad Corporation shall provide for
meetings of the board by teleconference;

(8 the next vacancy on the board of directors of the Alaska Raiiroad
Corporation snail be tilled by a person who has experience with raiiroad matters.

* Sec. 2. AS 39.50.200(b) isamended by adding a new paragraph to read:
(55) the board of directars and the chief executive officer of the Alaska
Railroad Corporation (AS 42.40.010).
* Sec. 3. AS 42.40.020(a) is amended to read:

(@ Tne powers of the corporation are vested in the board of directors. The
board consists of the commissioner of commerce and economic development, the
commissioner of cransponation and public facilities, and five members appointed by
the governor. The five appointed members must be registered voters in the state
except as provided in (1) [-AND (2)] of this subsection. Except for the commissioners
and the members [MEMBER] appointed under (2) and (5) of this section, a member
may not be a state officer or employee. Appointed members shall have the following
qualifications:

() one member of the board shall be a person who
(A) has at least 10 years of experience in railroad management;
a person who 1is not a resident of the state may be appointed under this
subparagraph: or
(8) Is or has [PARAGRAPH,;
(2 ONE MEMBER OF THE BOARD SHALL BE OR HAVE] been

an executive official of a United States railroad and shall be selected in accordance
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with any requirements imposed under 49 U.S.C. (Interstate Commerce Act); a person
who is not a resident of the state may be appointed under this subparagraph
“‘[PARAGRAPH];
(@ ane member shall be an executive officer of the corporation who
represents the executive management of the corporation:
(3 at least one member shall be uom each judicial district directly
served by the Alaska Raiiroad;
(4 one member shall have at least 5ve years experience as an owner
or manager of a business iIn the state;
. (5) one member shall be an employee who isa member of a bargaining
unit representing employees of the corporation.
* Sec. 4. AS 42.40.020 is amended by adding a new subsection to read:
() Members of the board are subject to A_S 39.50.
* Sec. 5. AS 42.40.060(a) is amended to read:

@ Tre board shall dect from its menbership a chair [CHAIRMAN] ati
vice-chair [VICE-CHAIRMAN] and prescribe their duties by rule. The chair or vice-
chair of the board mav not serve as the chief executive officer of the corporation.

* Sec. 6. AS 42.40.110(a) is amended to read: ?x

(@ Tne board shall appoint the chief executive officer of the corporation who
senes a the pleesure of the board A person appointed to the board under
AS 42.40.020(a)(1) mav not be appointed chief executive officer of the corporation.
The chief executive officer of the corporation mav not be appointed to the board
under AS 42.40.Q20fa)(). The chief executive officer of the corporation mav not
serve as chair or vice-chair of the board. The chief executive officer of the
corporation is subject to AS 39.50. The board shall fix conpensation for the chief
executive officer.

* Sec. 7. AS 42.40.150 is amended by adding a new subsection to read:

(d) Tne board shall provide for attendance and participation by members of the
board by teleconference at meetings where die board will or may possibly take official
action on behalf of the corporation. Materials tiiat are to be considered at a meeting

must be available at teleconference locations. Tne vote at a meeting held by

3- CSSB 148(FIN)
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teleconference dhail te taken by roil call.

*Sac 8 AS -2.40.285 is anvended ® readt

Sc 4240285, LEGISLATIVE APPROVAL REQUIRED. Unless tre
legislature gyoroves the adtion ly lawy, the corporation may not

(1) exdage doate, sdl, or otherwise convey its entire interest in
land:

(@ isse bodks:

@ incur debt in an amount exceeding SQQCOANY) in anv fiscal
year or have a anv time an outstanding aggregated delot exceeding S50.000.000:
this paragraph does not apply to ddfat incurred for the acquisition and
maintenance of railroad railing stock, loconotives, construction and maintenance
equipment,_track_structure, .and. other._ railroad _related ohvsicnl Diant:

U exdted ralroad lines; this paragrgoh does not apply to a saur,
industrial, team switching, or sice tradg

Bl [(4)] lesse lad for a period in excess of B years uless the
corporation resenves the right to terminate the leese if the land is needed for railroed
Urposes:

(BL use assets of the corporation to obtain an equity position in a
nontransportation activity: this paragraph

(AL doss not applv to

(il the purchase of stocks or other forms of equity
participation bv the pension funds of the corporation: or

(il specific activities in which the corporation is
engaged on the effective date of this section of this Act, or to
routine maintenance and upkeep for those activities or to routine
appreciation in value of those existing activities:

(BL applies to increases in the corporation’s respective share
of equity in a spedific activity in which the corporation is engaged on the
effective date of this section of this Act and to substantial physical
expansions of that activity.

* Sac 9 AS 42.40.930 is arended by adding a new paragraph to reect

CSSB 14S(FIN) <&

i owle ¢ fTrr*



—

© Y N o g N W

WORK WCRX DRAFT
(1) 'nontransportation activity'” means
(A) ahaotd or other lodging fadlities;
(B) an activity not directly related to the movenent, handling
or distribution of peogple or personal property; or
(© a actimty occuring before, or subseaet to the
moveent, handing, or distribution of peode or persond proDerty by the
railroad, unless the activity
(i) was conducted by tre railroad on the cite of transfer
to the State; or
(i) is directly rdated to the novement, handing, or
distribution of pegpie or personal property.

* Sc 10, LEGISLATIVE APPROVAL.  In aococordance with AS -2.40.235(6), the Alaska
Railroad Corporation is authorized to aocguire an equip paosition in a regional land rill a mile
388 of Je .Alada Railroad or at” jtcaaket Road west of Nenana.

- Sec 1. APPOINTMENT TO FILL VACANCY. Notwithstanding other orovisions of
law, the governor shall appoint a person who satisfies AS 42.40.020(a)(1)(A) or (B), as
amended by sec. 3 of this Act, tofill the next vacancy on the board of directars of the Alaska
Railroad Corporation.

- CSSB 148(FTN)
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AMENDMENT
OFFERED IN THE SENATE
TO: DRAFT 148(FTN) (Version X, deted 4/12/93)
Page |, line 4, after ""Corporation’
Insen and providing for an effective date”
Page 2, line 7, after "directors’™ SENATE FINANCE s
o COMMITTEE f)
Insert "under certain drcustances' Amendment Number:
Bill Number: .
Sponsor Dme: W /sf] 3
Pace 2 line 11, after "Vacancy'™ Legged In By: _

Insen "in cenain pasitions”

Pace 3, lines 18-26:
Delete all matenal ad insart:
"* Sac 6. AS 42.40.110(a) is arended to react
(@ The board shall appaint the chief executive officer of the corporation who
senes at the pleasure of the board. The chief executive officer of the corporation
mav not sene as chair or vice-chair of the board. The chief executive officer of
the corporation is subject to AS 39.50. The board shall Ex conmpensation for the
chief executive officer.
* Sec 7. AS 42.40.110(@) is repedled ad reenected to reedt
(@ The board shall apaint the chief executive officer of the corporation who
senves a the plessure of the board A person gppointed to the board under
AS 42.40.020(a)(1) may nat ke gppointed chief executive officer of die corporation.
The chief executive officer of the corporation nay not be appointed to the board
under AS 42.40.020(@)(1). The chief executive officer of the corporation may nat
sene as dar or vice-chair of the board The chief executive officer of the
corporation is sugect to AS 39.50. The board shall fix compensation for the chief
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compensation tor the chief executive officer."
Renumber the following bill sections accordingly.

Pace 5. lines 13- 16
Delete all material ad insert:

"* Sac. 12. APPOINTMENT TO FILL VACANCY. Notwithstanding other provisions of
law;, the govermor shall appoint a parson who satisfies AS 42.40.020(a)(1)(A) or (B), as
amended by sec 3 of this Act. to fill the next vacancy that coours on the board of directars
of the Alaska Railroad Corporation thet results from

(1) the governor nat reappainting ane of the memmbers of the board who is
sening, on the effective date of this sedtion, as either the mermber from the third judicial
district or the member with a less, five years experience as an owner or maneger of a
business in the state, a the time thet the term of either of these menbers exaires; or

(2 ore of the mentoers of tre board who is serving, on the effective dete of
this section, as either the menrber from the third judicial district or the member with at leest
five years experience as an owner or manager of a business in the state, resigning from tre
board, being renoved from the board, or atherwise declining to continue to sene on the
board

* Sac. 13, Sedtion of this Ac: takes effect upon the appointment of a person to the board
of drectars of the Alaska Railroad Corporation under sec. 12 of this Ad who satishies
AS 42.40.020(a)(1)(A) or (B), as amended by sec. 3of this Act.  The governor shall certify
to the revisor of .Satutes the cate the appointment is mede.”



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA

130 Seward Street, Suite 409
Juneau, Alaska 99801-2105

March 16 1994
SUBJECT: Interaction of SB 338 and SB 148 Regarding Legislative
Approval of Bonds Issued by the Alaska Railroad Corporation
TO: Senator Steve Frank
FROM: George UtermohlpI®
Legislative Counsel

You have requested a discussion of the interaction between provisions of SB 338 and
SB 148, regarding the legislative approval of bonds issued by the Alaska Railroad
Corporation.

SB 338 (and CSSB 338(L&C)) authorizes the issuance of nonrecourse bonds by the
Alaska Railroad Corporation for the acquisition and construction of the Northern
Crossroads Discovery Center for the Ship Creek Landings Project. Sec. 1(a), SB 338.
SB 338 satisfies the current requirement of AS 42.40.285 that the legislature approve
by law the issuance of bonds by the Alaska Railroad Corporation. Id.

The draft CSSB 148(FIN), version |, amends AS 42.40.285 to require that the
legislature must also approve the incursion of debt by the Alaska Railroad
Corporation beyond certain annual and aggregate limits. Sec. 8 CSSB 148(FIN),
version |. Specifically, the corporation must obtain legislative approval by law to
incur debt of more than $10,000,000 in any one year or nore than a total debt of
$50,000,000. Debt incurred for the acquisition and maintenance of certain equipment
and railroad related physical plant is exempt from the requirement for legislative
approval.

If CSSB 148(FIN), version |, were enacted then the issuance of $55,000,000 in bonds
for the Northern Crossroads Discovery Center may be subject to two paragraphs of
AS 42.40.285. first, paragraph (2) relating to issuance of bonds, and second,
paragraph (3) relating to the incursion of debt in exaess of $10,000,000 in one year
and in exosss of a total of $60,000,000. Sec. 8, CSSB 148(FIN), version I. SB 338,
If enacted, probably would satisfy the requirement for legislative approval of the
bonds for the Northern Crossroads Discovery Center under both requirements.
Though SB 338 expressly states that it satisfies the requirement for legislative
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approval for the issuance of bonds but does not mention legislative approval for the
corporation to exceed the limitations on debt imposed by SB 148, it is evident from
SB 338 that the legislature approves the project and intends that the project go
forward. The courts would probably find that legislative approval to exceed the debt
limits established by SB 148 would be inplied to the extent necessary to issLe
$55,000,000 in bonds.

If both SB 338 and SB 148 are enacted, there is a potential for confusion and
litigation over whether bonding for the Northern Crossroads Discovery Center would
be subject to the new requirements for legislative approval for the incursion of debt
under AS 42.40.285, as amended by SB 148. To minimize the potential for confusion
and litigation, SB 148 should be amended to either (1) exempt projects approved by
the legislature before the effective date of SB 148 from the debt limit provisions, (2)
expressly approve the incursion of debt in the amount of $55,000,000 for the
Northern Crossroads Discovery Center, or (3) exempt projects such as the Northern
Crossroads Discovery Center from the requirement that the legislature approve the
incursion of debt for those projects. The appropriate language will resolve doubts
as to whether the legislature approved the issuance of bonds and the incursion of
debt by the Alaska Railroad Corporation for the Northern Crossroads Discovery
Center in compliance with AS 42.40.285, as amended by SB 148.

If 1 may be of further assistance, please advise.

GU:mi
94-062.mai



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA
(007) 465-3867 or 465-2450

FAX 007) 465'2029 130 Seward Street, Suite 409
Mail Slop 3101 Juneau, Alaska 99801-2105
MEMORAND UM March 16 194
SUBJECT: Legislative Approval of Alaska Railroad Corporation Bonds
(SB 33B)
TO Senator Steve Frank
FROM: George Utermohle”/
Legislative Counsel

You have asked whether the enactment of SB 338 would constitutes legislative
approval for the issuance of bonds by the Alaska Railroad Corporation for the
Northern Crassroads Discovery Center at the Ship Creek Landings Project.

The answer is yes.

Under AS 42.40.285(2), the Alaska Railroad Corporation may not issue bonds unless
the issuance of the bonds is approved by the legislature by lav. The enactment of
SB 338 would constitute legislative approval by law for the issuance of bonds by the
corporation for the Northern Qrossroads Discovery Center at the Ship Creek
Landings Project. Section 1(a) of SB 338 (and CSSB 338(L&C)) states:. 'This section
constitutes legislative approval of the issuance of bonds by the Alaska Railroad
Corporation, as required by AS 42.40.285."

Upon passage of SB 338 or similar legislation containing an exress approval for the
issuance of bonds for the Northern Grassroads Discovery Center, no further approval
or action by the legislature would be necessary before the Alaska Railroad
Corporation could issue bonds for the project.

If 1 may be of further assistance, please aovise.

GU:pl
94-212.pim
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March 16, 1994

BY FAX

Senate Finance Committee
Statei Capitol

Juneau, Alaska 99801

Re: Potential State liability for bonds Issued pursuant to the terms of CS

for Senate Bill No. 338 (I&C) (Alaska Railroad Ship Creek Project)
Our File No. 5323/0601

Honorable Members of the Committee:

During this morning's meeting of the committee, Eric Wohlforth was
asked whether the State of Alaska might be liable for the repayment of bonds
authorized to be Issued if the above-referenced bhill were enacted. A similar
question was asked of me when the bill was before the Labor and Commerce
Committee. Following this morning's meeting of the Finance Committee, Mark
LoPatin asked me whether the requirement in the bill for a feasibility study might
lead to some liability of the State for the bonds. Iam preparing this letter at Mr.
LoPatin's request for the purpose of setting forth our views relating to potential
State (liability for bonds issued under the authorization of this bill. In brief, we do

not bblieve the State would have any liability for the repayment of bonds Issued
under thB terms of the bill In Its present form.

Section 1 of the bill authorizes the issuance of bonds and describes
the bbnds that are authorized to be Issued as "special nonrecourse obligations of
the ARaska Railroad Corporation payable only from the revenues and assets of the
publict or private entity that owns and operates the Northern Crossroads Discovery
Center." This language Is clear. It authorizes the Issuance of bonds that are only
payable from the revenues and assBts of the entity that owns and operates the
Northern Crossroads Discovery Center. Any effortto Issue bonds that are payable
from any other assets (Including assets of the State of Alaska) would be beyond
the authority granted by this language, and any such bonds would be invalid.
Withcjut more, | believe this language would prevent any attempt to Issue bonds
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for which the State of Alaska could be held liable. However, there Is more to the
bill.!

Section 4 of the bill requires that each bond Issued under Section 1
contain on its face several statements, each of which strongly and plainly Indicates

that the bonds may not in any way pledge the assets of the State. Tnose
statements are:

(1) the Alaska Railroad Corporation is not obligated to pay the bond

or the Interest on the bond except from the revenue or assets pledged for the
bonds;

(2) neither the faith and credit nor the taxing power of the State of

Alaska or of a political subdivision of the state Is pledged to the payment of the
bond; and

(3) the issuance of the bonds does not create a legal or moral debt
of the State of Alaska and payment of the bond is not directly or Indirectly
dependent upon an appropriation by the Alaska State Legislature.

I
To my knowledge, these disclaimers are uniquely strong. It Is difficult to Imagine
howithey could be made stronger or clearer. A person who buys a bond with this
language printed on the bond would be clearly informed that the State is neither
legally nor morally obligated to use Its assets to repay the bond.

The language of the bill describes, and only authorizes the Issuance
of, revenue bonds - that is, bonds that are secured solely by the revenues of the
project that Il is issued to finance. It Is possible to issue revenue bonds that do
not pbligate the State of Alaska, and the bonds authorized by this bill would be In
that category. The requirement inthe bill for a feasibility study, Kflt has any Impact
on their status, probably strengthens the argument that the bonds are revenue
bonds. By requiring a feasibility study, the bill further emphasizes that the bonds
are ipayable solely from revenues by requiring that there be a reasonable
demonstration of the existence of such revenues before the bonds may be Issued.

I hope this letter Is helpful to the committee in its consideration of the
bill. ,We are, of course, happy to assist further at your request

Sincerely,

Kenneth E. Vaasar



R epresentative K ay B rown Alaska State Legislature

During Session

State Capitol
Juneau, Alaska 99801-1182

(907) 465-4998

Legisintii- Information Olficc

716 W. 4th Ave, #420
Anchorage, AK 99501-2133
(907) 25S-5162

March 24, 1994

Mr. Mark LoPatin
LoPatin and Company
6960 Orchard Lake Road

Suite 239
West Bloom field, M ichigan 48322-9107

Dear Mark:

As we continue to consider the Anchorage Ship Creek development project,
one aspect of your proposal that has created additional questions for me is the
museum portion of the Northern Crossroads Discovery Center.

Your promotional booklet states that an agreement was signed on April 25,
1993 with the government of St. Petersburg. |l would appreciate receiving a
copy of the agreement. Is the agreement a binding contract that will be secure
in future years, regardless of the changing positions of government officials
or policy?

W hat are the terms of the agreement or contract? W ill the project provide
financial renumeration to St. Petersburg or the museum, or will St.
Petersburg provide its museum exhibits to the Ship Creek project for free?

W hat is the term (number of years) of the contract? Does the agreement
cover the possibility that the Crossroads facility might close, or that St.
Petersburg might withdraw its museum exhibits, prior to the end of the
contract? Do you anticipate that a binding agreement with St. Petershurg will
be necessary to obtain support for the bonds to construct the museum?

How will the museum exhibits be selected? W ho will pay for shipping them?
Have security measures been discussed? Ifso, who will be providing security
and who will be liable for theft or damage? How will staff be selected for the
museum? W ill the staff be from St. Petersburg? If so, have visas, work
permits, and housing for staff been discussed?

In general, public museums in our country are usually subsidized with public
funds. Private museums depend upon admission fees along with intensive
fundraising activities, corporate and private sponsors, and aggressive
museum boards actively seeking contributions. W hat will be the financial
plan for the St. Petersburg museum? |If located here, will the museum be
competing for Alaska art grants? Has any research been done on the impact
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March 24, 1994
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tlais museum w ill have on the existing public museum in Anchorage? Can
Anchorage sustain two museums of this magnitude, considering the existing
museum is already subsidized with public money for its operating and capital
expenses? (For example, the Municipality of Anchorage has requested
$710,000 in capital expenditures for the Anchorage Museum in its FY'95
highest priority capital projects list. On the operational side, 34% of the
museum's bhudget comes directly from government funding.)

When | last saw you recently in Juneau, you presented me with a black, hard-
covered binder about the Northern Crossroads Discovery Center. In that
document you mention preliminary discussions with the Smithsonian
Institute and the Anchorage Museum of History and Ant and state that
“indications are Northern Crossroads will display m aterial from the
Smithsonian collection...In addition, we expect the Smithsonian to locate an
Arctic Study Research Center at Ship Creek Landings, thus, bringing research
personnel to Northern Crossroads in Anchorage.” However, itis my
understanding that the Arctic Studies Center (arranged through the
Anchorage Museum and the Smithsonian) is scheduled to open in the
Anchorage museum in the spring of 1994, Please clarify the discrepancy in
the location. Additionally, the placement of the Arctic Studies Center in
Alaska is based on a five-year agreement (between the Smithsonian and the
Anchorage Museum), and can be renewed.

Thank you for taking the time to respond to these questions.

Sincerely,

(as”s
epresentative Kay Brown
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March 29, 1994

Representative Kay Brown
Alaska State Legislature

716 W. 4th Ave., #420
Anchorage, Alaska 99501-2133

Dear Representative Brown:

My brother Mark has asked me to respond to your letter dated March
24th regarding the museum portion of the Northern Crossroads

Discovery Center.

I have been responsible for the negotiations with the government of
St. Petersburg and have made several trips to Russia to meet with
the principals of the participating Russian museum entities and
government officials.

In all candor, 1 can only answer your questions 1iIn general terms
for several reasons. First, the Northern Crossroads Discovery
Center is not seeking nor shall it utilize any public subsidies for
the operation of the museum and therefore, as a private concern, it
is our policy not to release any information regarding contracts
and/or proprietary information regarding any of our projects.
Second, some of the questions you have asked are questions of
detail which we have not as yet addressed i1.e., visas and housing
for Russian staff members of the museum, who will be providing
security and how will the museum works be selected.

In general terms, however, | can state that, as iIs true with all
good agreements, both sides benefit from its performance. The
Russian museums have every reason to facilitate and honor this
agreement no matter what government is in place, and the Ship Creek
Landing®s Development benefits by receiving a museum quality
collection of artifacts depicting the life and times of Russian
explorers in Alaska that heretofore has never been seen outside of
Russia.

The agreement is for a twenty (20) year term with options to renew
and provides for all the safeguards discussed in your letter
including security, theft, damage and default by either party. I
will comment, however, that the signers of the agreement have
agreed to have all disputes which may arise out of the performance

6;M3<) Orchard Lake Od.. Suiic 239, Wesl Olccnifidd, Michigan 4S327
Icl. (313) 737-4W 4 Fax. (313) 737-3347



of the agreement subject to American court jurisdiction.

As we have continuously stated in the past, we believe that the
collection we will bring is complimentary to existing collections
in Anchorage and will only enhance attendance and the appreciation
of Alaska®s unique history by visitors.

As to your concern regarding competition for Alaska art grants |
can assure you that the museums of St. Petersburg will not be
seeking any grants Tfrom these programs.

Finally, your comment about our brochures inaccurate statements
about the Smithsonian have been eliminated from our newest edition
and I apologize for any confusion this may have caused.

some of your questions arid if | can be of any
, please do not hesitate to contact me.



Alaska State Legislature

Senator Tim Kelly, Chair .
Senator Steve Rieger, Vice Chair
Senator Bert Sharp

Senator Judy Salo

Senator Georgianna Lincoln

STATE CAPITOL. SUITS 101
JUNEAU ALASKA 99901-1-A2
PHONE (907)465-3822

FAX: (907) 465-3756

716 W 4TH SUITE 400
ANCHORAGE. AK 99501-2133
COMMITTEE PHONE >907) 250-8160

~AX (907)258-4524

SENATE LABOR AND COMMERCE

MEMORANDUM
TO: Senator Tim Kelly, Chair
FROM: Josh Fink, Committee Aide
DATE: April 25, 1994

RE: CS SB 338 (FIN), Non-recourse Revenue Bonds for the Northern
Crossroads Discovery Center at Ship Creek

Following is a sectional analysis of CS SB 338 (FIN):

Section 1

(a) Authorizes the sale of $55 million in revenue bonds by the Alaska
Railroad Corporation (ARRC) for the construction and acquisition of the
Northern Crossroads Discovery Center in the Ship Creek Landings if, after a
feasibility and financial viability study required by Section 2, the board of
directors of the ARRC determines the project is feasible and financially
sound.

(b)  Authorizes the ARRC to loan the money to a public or private entity
that it considers appropriate to acquire, design and construct the facility.
In addition, this section authorizes the ARRC to enter into lease agreements
with that entity to provide for and secure payment of the loan made from
the bond proceeds.

(c) Provides that notwithstanding AS 42.40.630 and 42.40.640,
Payment of bonds and Security for bonds, these bonds are special non-
recourse bonds payable only from the revenues and assets received by the
ARRC from the entity that owns and operates the facility. Moreover, this
section expressly prohibits the ARRC from utilizing any other financing or
financial vehicle of the corporation for payment of the bonds except from
revenues and assets received from the owning/operating entity of the
facility.
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Requires a feasibility and financial viability study of the project to be
performed by a person/business selected by the ARRC and paid for by the
potential developer. Upon receipt of the study, the ARRC board of
directors shall determine if the project is feasible and financially viable.

Sg-Ctjon

Requires that before construction on the project begins, the developer post
a payment and performance bond in favor of the ARRC to assure
completion of the project.

Section 4:

Requires a statement on the face of each bond that indicates that 1) The
ARRC is not obligated to pay the bond or interest except from the revenues
and assets received by it from the owning/operating entity; 2) Neither the
faith and credit nor the taxing power of the State of Alaska or of a political
subdivision is pledged to the payment of the bond; and 3) The issuance of
the bonds does not create a legal or moral obligation of the state and
payment of the bond is not directly or indirectly dependent upon an
appropriation by the legislature.

Section 5: Immediate effective d'te.
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L&C Committee considered SB 338
Issuance of revenue bonds for acquisition and construction of the Alaska Discovery Center for the

Ship Creek Project in Anchorage; relating to a study of the feasibility and financial viability of the
Alaska Discovery Center; relating to construction of the Alaska Discovery Center; efd.

and recommends:
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MEMORANDUM
TO: Senator Tim Kelly, Chair
FROM: Josh Fink, Committee Aide
DATE: April 25, 1994

RE: CS SB 338 (FIN), Non-recourse Revenue Bonds for the Northern
Crossroads Discovery Center at Ship Creek

Following is a sectional analysis of CS SB 338 (FIN):

Section 1

(a) Authorizes the sale of $55 million in revenue bonds by the Alaska
Railroad Corporation (ARRC) for the construction and acquisition of the
Northern Crossroads Discovery Center in the Ship Creek Landings if, after a
feasibility and financial viability study required by Section 2, the board of
directors of the ARRC determines the project is feasible and financially
sound.

(b) Authorizes the ARRC to loan the money to a public or private entity
that it considers appropriate to acquire, design and construct the facility.
In addition, this section authorizes the ARRC to enter into lease agreements
with that entity to provide for and secure payment of the loan made from
the bond proceeds.

(©) Provides that notwithstanding AS 42.40.630 and 42.40.640,
Payment of bonds and Security for bonds, these bonds are special non-
recourse bonds payable only from the revenues and assets received by the
ARRC from the entity that owns and operates the facility. Moreover, this
section expressly prohibits the ARRC from utilizing any other financing or
financial vehicle of the corporation for payment of the bonds except from
revenues and assets received from the owning/operating entity of the
facility.
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Requires a feasibility and financial viability study of the project to be
performed by a person/business selected by the ARRC and paid for by the
potential developer. Upon receipt of the study, the ARRC board of
directors shall determine if the project is feasible and financially viable.

5CCiigx] i

Requires that before construction on the project begins, the developer post
a payment and performance bond in favor of the ARRC to assure
completion of the project.

Section 4;

Requires a statement on the face of each bond that indicates that 1) The
ARRC is not obligated to pay the bond or interest except from the revenues
and assets received by it from the owning/operating entity; 2) Neither the
faith and credit nor the taxing power of the State of Alaska or of a political
subdivision is pledged to the payment of the bond;, and 3) The issuance of
the bonds does not create a legal or moral obligation of the state and
payment of the bond is not directly or indirectly dependent upon an
appropriation by the legislature.

Section 5: Immediate effective date.
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THE NORTHERN CROSSROADS DISCOVERY CENTER

The purpose of this informational package is to introduce you to the Northern
Crossroads Discovery Center at Ship Creek Landings. We believe Ship Creek
Landings isone of the most important real estate developments inAlaska today. Its
cemerpiece will be the 250,000-square-foot, multi-attraction, tourist-oriented Northern
Crossroads Discovery Center. Tnis center will be a unique, multi-dimensional mediunm
that wiil reach a very attractive market ina variety ofways. The Nonhem Crossroads
will offer a total entertainment environment with facilities and services that will appeal to
a wide spectrum of the population. The audience will consist of the educated, well-to-
do one million annual visitors and area residents and their familites, who will attend the

center year round.

The Northern Crossroads Discovery Center wiil have three entertainment/educational
attractions. The themes of the three attractions include: 1) Natural Wonders of Alaska;

2) History and Cultural Diversity of Alaska; and 3) Museums of St Petersburg.

Each of these attractions will be discussed individually. In this regard, itshould be kept
inmind that inaddition to the three attractions, throughout the Discovery Center there
will be demonstrations, crafts, special events, displays, and entertainment promoting
Alaska, it'sattractions, and natural wonders. Thus, making the Northern Crossroads
Discovery Center both an attraction and a promotor of other statewide attractions. As
will be discussed later, an independent preliminary market analysis has estimated the
benefit of the Discovery Center to the Anchorage economy will approach $42 Million
annually. Yet, less tangible, but equally important is the promotional value to the state.

|
That said, the specifics of the Discovery Center are:



NATURAL WONDERS OF ALASKA

The vast panoramas, the fascinating wildlife, the exceptional way of Alaskan lifewill all
be explored ina larger than life 20 to 25-minute Omnimax film. For those readers who
may not be aware, the Omnimax format utilizes panoramic, wide angle photography,
ideal to depict the scenic beauty of Alaska. Tne screen, rather than flat, is actually a
dome above the audience. In addition, the field of view isso large, that the pictures
actually extend beyond the viewer®s peripheral vision. In effect the picture literally
surrounds the audience and creates the illusion of almost entering the scene. Inorder
to make thisexperience even greater, the theater will be designed to accept the latest in
technology, sucn as 3D, so that ithas the capacity for the widest possible scope of films
and formats. This will give the theater tremendous flexibility for shoulder (non-peak)

season programs and special events.

An Omnimax formatwas chosen because no other large screen projection system can
come dose toOmnimax interms of impact. Because part of the mandate for the
attraction is to portray Alaska®s scenic beauty and wildlife in a dramatic manner, a
strong visual medium is essential. Ominmax fulfills thisneed extremely well. The extra
technical elements will be added to differentiate itfrom arty other local experience.

In addition, the Omnimax format and an existing library of films mean that the theater
can be active throughout the non-peak periods by bringing ever-changing movies to

the Anchorage community.

The types of scenes induded in the Discover Alaska movie may include:

0 Iditarod race from the back of a dogsled,

0 riding an ics floe in Glacier Bay
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0 helicopter views of Mount McKinley

0 salmon jumping upstream directly at the camera

0 Northern Lights

0 winter storm on snip in Bering Strarts

0 trans-Alaska pipeline

0 gold mining

0 Alaska Railroad ride to Seward

0 island hopping ina float plane

0 riding inan oomiat -a genuine walrus skin boat

0 flying through the Valley of 10,000 Smokes to see the lunar-like pumice
landscape

0 dose up action of a brown bear an Kcdiak Island

0 touring old Russian outposts inAlaska

The Omnimax film of Alaska will be distributed to theaters inthe Lower 48 and abroad
where itwill be used in presentations that either subtly or overtly promote havel to
Alaska. We belisve that properly marketed, a road show of the filmand Alaska exhibits
could be a highly successful activity. The program could be linked both to science

museums and private theaters.



THE HISTORY AND CULTURAL DIVERSITY OF ALASKA

This attraction will be two separate shows. Visitors will first enter the pre-snow area in
groups of no more than 200 people. This space has lean railsand a raised front screen
on which an approximately 8-minute laser light show will appear. This production will
give the viewer a realistic representation of the Northern Lights. Kwill simultaneously

explore various Native legends regarding this phenomenon.

The visitors wiil then proceed into the main theater which has ten rows of lean rails, each
with capacity for twenty people. The rows are steeply built so that everyone has a dear

view of the main stage.

The lightsdim and we see, in a half light, a robed, partially hooded figure standing on a
bare stage. The robe does not give us any hints as to the origin of the figure. He
begins to speak in a soft deliberate voice and slowly moves about the stage. He teils
us that he isseeking to explore the origins of the Alaska people and he invites us to join

him on his journey.

He then proceeds to tell us a legend from each of the main contributing cultures. There
are 4 or 5 legends, allbetween 1 and 2 minutes in length. As he begins each one, he
raises hisarms and the legend comes to life holographically on the stage with people,
props, and settings. The style of the legends will be particularly suited to the individual

stories but they will all feel mystical with appropriate lightingand sound.

The host watches each legend play out and after the last one he tells us that this Isonly
part of his journey. As he says this, he slowly lowers his hood and we see that he isnot

human, but alien. He tellsus that he must now explore the future and thatwe cannot go
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with him, yet. There isa flasn of light and an ascending, brignt, pulsing beam as he

totally disappears.

As the bright light fades, we hear his voice echoing, Jbood luck fellow travelers -we will

meet again in the future:”

The theater lights slowly come up as the show ends.
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MUSEUM
Northern Crossroads, inrecognition of the site"s place inAlaska"s nistoy, will showcase
amuseum. The development®s name, infact. Ship Creek Landings, was the name usao

by the firstAnchorage residents.

To promote the history and cultural diversity of AJaska and Anchorage, the third paviiion
will be a world dass hands-on museum. On April 28, 1993 an agreement was signed
with the government of St. Petersbhurg, Russia inwhich they wiil open a permanent
annex of their Russian-Alaskan materials collected from four of the most famous
Russian museums. This wiil be the first foreign museum an U.S. scii. In addition to an
exhibition, the agreement provides for educational seminars, outreach programs, ana
traveling shows. This would attract personnel from the international community as well

as U.S.

OTHER ATTRACTIONS

In addition to the aforementioned pavilions, the Northern Crossroads Discovery Center
will have smaller entertainment and educational components throughout the site. There
will be hands-on exhibits, demonstrations, craft exhibits, entertainers, etc. The
Anchorage Museum of History and Art has indicated an interest in locating an Explorer
Park at the Center. This park will highlight a part of the area®s history. From Captain

Cook to Vancouver, exhibits will illustrate Anchorage®s powerful history.

INFORMATION AND RESERVATION CENTER

In addition, there will be a visitor component which will introduce tourists to the

opportunities available in the state, from restaurants to boat tours. Thus, by



establishing the Northern Crossroads Discovery Carrter as an information and

reservation center, tourists should make the center one of their first steps.



SUMMARY OF DEVELOPMENT TEAM

What follows is a brief description of those comprising the development team of the
Northern Crossroads Discovery Center. [Itiswith no false sense of modesty thatwe
state that the team described below, both in terms of its creative vision and its practical
experience, is clearly capable of realizing the full potential of the Northern Crossroads

project.

LoPATIN & CO.

LoPatin & Co. has been actively involved in real estate development for the past 40
years. Since the development estimates were firstcompiled by Crain"s Detroit
Business,the company has been consistently ranked as one of Michigan 3 largest

development companies.

Projects have ranged from high speed oval automobile racetracks to amusement parks.
Geographically, the firm has traveled from Florida to Michigan, Texas to California.
Recent developments include a 1.2 million square foot industrial park, hotels, office

buildings, and manufactured home communities.

Notwithstanding its size, the area of which the company ismost proud concerns its
reputation with the local municipalities and government agencies withwhom ithas
worked. These relationships have been very helpful in shepherding difficult projects
through the burdensome approval process. Examples indude the only development in
Southfield, Michigan inwhich the City took an active role in acquiring, consolidating,

and financing property for a private development. In addition, the company has been



selected by several governmental unrts to develop community projects ranging from a

mixed use office development to a municipal conference and exposition center.

FORREC LTD.

~orrec Ltd. isa Toronto-based consulting firm with 30 years of experience, providing a
full range of planning, design, construction and operation services to the leisure and
entertainment industry. Since the firm"s establishment, Forrec Ltd. has gained an

international reputation for design excellence and efficient performance.

The firm represents the very best design skills in the industry and, therefore, has been
selected to consult on major projects throughout the world. Some of these indude the
West Edmonton Mall and the International Leisure Complex, SL Petersburg, Russia.
Forrec has recently completed the master planning, design, contract documentation
and construction supervision for all facade and area development at MGM/Universal
Studios, Florida as "well as the program development, master planning and design for
"Fiesta Texas", located in San Antonio. Texas, the firstmajor U.S. theme park to be

developed ina decade.

Other works inprogress include conceptual master plans for railway lands in Chicago
and Milwaukee, conceptual and attraction design for the K. 1A Motors pavilion at the
1993 Taejon World Fair in Seoul, Korea, native resort development for the Chippewas of
Rama, Ontario, Canada, masterplan and attraction design for Ocean Park, Hong Kong

and design advisors to special theme application of the new Treasure Island Casino,

Las Vegas.

HELLMUTH, OBATA & KASSABAUM



Hellmuth, Obata &« K2ssabaum, Inc.. is a lull-servics arcnii6cturai organization with more
than 30 years of experience. Itsdiversified practice includes comprehensive
architectural and engineering ser/ices, and a wide range of related disciplines from
computer systems planning to the development of master plans. HOK has a staff of
over 1,000 professionals experienced inawide variety of assignments for major
corporations, developers, federal, state, and local governments, hospitals, colleges and
universities. They have worked throughout the United States, in Canada, the
Caribbean, Central and South America, Europe, the Middle East, and Asia. HOK is
recognized as one of the premier, as well as one of the largest, design firms in the

United States.

Since 1970 HOK has done over fifteen projects in Alaska including the State Capital Site
Selection Study, the University of AJaska Master Plan, the BP Exploration Alaska Inc.
Corporate Headquaners, the ARCO Prudhoe Bay Operations Center Living and

Recreational Center, and the Trans Alaska Pipeline Environmental Analysis.

HOK is responsible for major award-winning projects such as the Nationaj Air and
Space Museum, the King Khaled International Airpon, and the Houston Galleria,

Houston, IX.

ECONOMICS RESEARCH ASSOCIATES

Since its firststudy for Walt Disney Productions more than 30 years ago, Economics
Research Associates (ERA) has evolved into one of the largest diversified real estate
consulting firms and has completed more than 3,000 assignments related to recreation
and tourism. The world"s oldest and largest management consultant firm to the leisure
industry, ERA has pioneered the planning, development and operational phases for

many of the world 3 major recreation, entertainment, education and tourist attractions.



Recreation and tourism related projects have included theme parks, zoos, aquariums,
museums, expositions and fairs; specialty entertainment facilities and individual
recreation facilities and clubs. Notable clients have included Walt Disney World, Six
Flags, Knott"s Berry Farm, Opryland, U.S.A., National Aquarium in Baltimore, and the

Los Angeles Olympics Organizing Committee.



VISITORS PROFILES

In April 1992, Economics Research Associates completed a report dealing with the
Northern Crossroads Discovery Center concept. |In it visitors to Alaska were profiled.
Because of some of the unique characteristics of these visitor groups and their
tremendous impact on the Anchorage and AJaskan economies, certain facts should be
highlighted here. For the reasons discussed below, sponsorship efforts to these

targeted groups snould be particularly effective.

THE TARGETS

Nearly 70% of these non-residents who visitAlaska spend some time inAnchorage. In
turn, nearly 70% of these visitors can be described as pleasure visitors. While the vast
majority of visitors to Alaska arrive from the Lower 48 (86%), the percentages of visitors
arriving from Canada, Europe and the Pacific rim are dearly rising. In fact, the number
of international visitors has increased by nearly 25% in the past three years. These
trends show that the Alaskan market isbroadening as itgrows and that most of the new
visitors are coming from new markets. With respect to the Alaskan visitor, the average
age has dropped from 54 in 1985 to 50. Tne average visitor income, during that same
period, has increase to $59,000. In short, the Alaska pleasure visitor, given their
maturity, education and wealth, would appear to be an ideally receptive audience for

sSponsor messages.

THE BUSINESS VISITOR

Approximately 30% of the visitors to Alaska arrive on business. Nearly a third of these

persons, however, describe the purpose of their trip as both business and pleasure. In



Ancnorage, the average visrtcr is 47 years old. Inasmuch as the Northern Crossroads

Discovery Center will combine food and entertainment services along with a physical
connection to both a hotei and conference center, the penetration rate for the

Anchorage business traveler shouid also be high.
THE ANCHORAGE POPULATION

Anchorage’s population differs significantly from the U.S. norm in terms of age and
education. The community is characterized by a low median age and a highly
educated, career oriented workforce. In 1987, the median age in Anchorage was 23.4,
compared to the U.S. average of 31.5. Fifty-five percent (55%) of all adult residents

have completed one yea/' of college. This compares to only 35% nationwide.

As the median age fails squarely within the baby boom generation, young and growing
families are clearly the norm. In fact, 40.6% of the population is between the ages of 25
and 44. This compares with 32.5% nationwide. The Anchorago school diotriot ia

currently experiencing record enrollments which now exceed 44.Q0Q students.

In addition to youth and education, Anchorage also distinguishes itself in the areas of
per capita and household income. The average per capita income in Anchorage is
141% of the national average. Moreover, due to the high percentage of women in the
work force, (74.4% of Anchorage women are employed) the typically combined
household incomes create a tremendous amount of disposable income. Thus, wholly
independent of the visitor market, sponsorship of the Northern Crossroads Discovery
Center will offer a unique opportunity to reacb the Anchorage resident in a posi:[iye and

entertaining way.
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GROUND LEASa [ A aj{\ i

THIS GROUND LEASE (herein called "this Lease") is made on the day executed
by the last signatory hereto, by and between the ALASKA RAILROAD CORPORATION
(herein called "Lessor"), a public corporation created pursuant to AS 42.40,
whose mailing address is P.O. Box 107500, Anchorage, Alaska 99510-7500, and
SHIF CREEK CROSSINGS DEVELOPERS, INC., an Alaska corporation (herein called
"Lessee"), whose mailing address is 3000 Town Center, Suite 1000, Southfield,
Michigan 43075.

Recitals

A.  The Les,sor has agreed to lease to Lessee approximately 37 acras of land
located in the Alaska Railroad Anchorage Terminal Reserve on the south side of
Ship Creek. The parcel ic within the 120-acre area generally known as the
Ship Cre'ek Redevelopment which was the subject of a Request for Proposal
issued by the Anchorage Economic Development Corporation in January, 1990. W
to 25 additional acres that are currently leased, to the Municipality of
Anchorage at Ship Creek Point may subsequently be added to the leased premises.

B. Lessee will act as a master developer for the property consistent with the
terms of this Lease and a development agreement to be negotiated between
Lessor and Lessee. Lessee's, master development plan must consider the entire
120 acres which constitute the Ship Creek Redevelopment area, and Lessee will
coordinate development within the leased premises with activities on the
adjacent acreage.

C. Lessee is required wunder this Lease to bring substantial development
projects to the property, which may include a hotel/conference center, tourist
oriented specialty shops, commercial offices, a residential component, and
public amenities such as a world class aquarium or planetarium,

D. The intent of Lessor in issuing this Lease is to develop new markets for
both tourists and residents of Alaska, rather than relocating existing tenants
and commercial enterprises already established in the Ancnorage area.

ARTICLE 1

LEASED PREMISES AND TERM

1.01 Leased Premises. Lessor, for and in consideration of the rents,
covenants ar.d conditions hereinafter specified to be paid, performed ar.d
observed by Lessee, hereby leases to Lessee, and Lessee hereby leases from
Lessor, the iar.d situated in the Anchorage Recording District, Third Judicial
District, State of Alaska, more particularly described on Schedule 1 attached
to and for all purposes made a part of this Lease, together with all rights,
easements, privileges, both subterranean and vertical, and appurtenances
attaching or belonging to the described land, but subject to the reservation
contained in paragraph 1.02 hereof (herein called the "Leased Premises").

Page 1
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This Lease is subject to certain existing leases and permits respecting che
Leased Premises, as specified in Exhibit A° Two of such leases, Contract No.
4270 with Dresser Industries as lessee, and Contract No. 1664 with
Consolidated Frelghtways as lessee, arc being assigned by Lesaor to Lessee
concurrently with execution of this Lease. The land area within such two

leases is included within the 37 acres described in Schedule 1. Upon
expiration or earlier termination of each of such leases, the real property
affected thereby will become a part of the Leased Premises and governed

thereafter by the terms of this Lease. To the extent noted on Exhibit A the
other existing leases and permits may be terminated by Lessor, at Lessee's
request, before June 1, 1992 and the affected property made available to
Lessee.

The Leased Premises may be expanded after execution of this Lease, in the
event Lessor and the Municipality of Anchorage complete certain on-going
negotiations in a manner that makes a portion of the Municipality's Ship Creek
Landing lease. Contract No. 5920 available to add to the Leased Premises.

Lessor will exert good faith efforts to successfully conclude such
negotiations. Lessor and Lessee agree that in such event, Schedule 1 shall be
amended to include such additional acreage (currently estimated to be

approximately 25 acres) and such property shall be governed by the terms of
this Lease.

1.02 Reservation of Minerals. AIll oil, gas, coal, geothermal resources
and minerals of whatever nature in or under the above-described land are
excluded from the Leased Premises and reserved to Lessor. Notwithstanding the
foregoing, Lessee shall have the right, subject to the terms of this Lease, to
use earth materials on or in the above-described land to a depth not to exceed
twenty (20) feet below che surrace, and to move and nsuufttsuv wiatavielc
on the Leased Premises. During the term of this Lease, Lessor shall not have
Che right to enter on the surface of the Leased Premises, without Lessee's
prior consent, for the purpose of mining and/or extracting such oil, gas,
coal, geothermal resources, or other minerals and shall not mine and/or
extract the same by any means at a depth less than twenty-five (25) feet below
the surface of the Leased Premises. If Lessor mines and/or extracts such oil,
gas, coal, geothermal resources, or other minerals, the mining and/or
extraction shall not interfere with Lessee's business and activities on the
Leased Premises, parking or access to the Leased Premises.

1.03 Improvements Owned bv Lassor. The following described improvements
("Lessor's Improvements") are situated on and are a part of che Leased
Premises and are and shall remain throughout the cerm of this Lease the
property of the Lessor:

All fill, retaining walls, berms, earth contours, and all other
below-surface improvements situated on the Leased Premises on the
date nf this Lease; excepting however, any utility service
connections and any underground storage tank(s) on the Leased
Premises or appurtenances to such tank(s).

Any subsurface improvements to the Leased Premises during the Lease Term shall

become the property of Lessor (and included within the term "Lessor's
Improvements”) immediately wupon installation, except wunderground storage

Pago
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tar.k(s) (ar.d their appurtenances) and utility service connections, which 3hall
be anil i=maiu the eoie evopcvrty of Laocoo. Any wvnc.h .subsurface improvements
shall be eligible for rent credits pursuant to the criteria set forth in
paragraph 2.04, regardless of their ownership under this paragraph 1.03,

Lessor is also the owner of certain trackage located on the Leased Premises,
and shall remain the owner thereof regardless of any subsequent relocation,
except as otherwise agreed.

1.04 Improvements Owned bv Lessee. There are no above surface
improvements on the Leased Premises which belong to Lessee at the commencement
of this Lease. Lessee's improvements shall include any above surface

improvement constructed or placed on the Leased Premises by Lessee (or
Lessee's assigns and/or sublessees) during the terra of this Lease ("Lessee’s
Improvements"),

1.05 Lease Teivn. This Lease shall be and continue in full force and
effect for a terra of five (5* years (the "Lease Term") commencing as of March
1, 1992, and terminating on February 23, 1997. unless earlier terminated as
provided in this Lease.

1.06 Option to Extend.

A.  Lessee may, at Lessee's option, extend the term of this Lease
for up to two additional lease terms not to exceed five (5) years each,
subject to all the provisions of this Lease, including but not limiced to
provisions for adjustments to and variations in rent and the provisions of
subparagraph B below.

Lessee may, at Lessee's election, assign this option in whole or in part at
any time and from time to time to any one or more Qualified Subtenants,
Assignees, or Mortgagees as chose terras are hereinafter defined, and may give
any such Subtenant, Assignee or Mortgagee, with or without such assignment,
power of attorney to exercise such option.

B. Lessee's right to extend the Lease Term is subject to the
following conditions precedent:

1. In order to exercise its option for the second 5-year term
(the first extension period), Lessee must have accomplished development
projects (evidenced by the issuance of certificates of occupancy during the
original 5-year term to either Lessee, its sublessees and/or assigns) whose
cumulative value is $2 million, in addition to the development requirements
contained in paragraph 4.01.C, In order to exercise its option for the third
5-vear term (the second extension period), Lessee must have accomplished
development projects (evidenced by the issuance of certificates of occupancy
during the second 5-year term to either Lessee, its sublessees and/or assigns)
whose cumulative value is $5 million.

2. The Leasa shall bo in effect at the time notice of exercise
is given andon the last day of the original Lease Term; and

3. Lessee shall not be. in material default under any provision

of this Lease at the time notice of exercise is given or on thelast day of

the carm: and

Page 3
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l[i. Lessee shall have given Lessor written notico of its
exercise of the option, which shall be irrevocable, not more chan 365 days nor
less than 90 days before the last day of the original Lease Term.

C. The phrase "Lease Term"™ as used in this Lease shall mean and
refer to the original 5-year tern' hereof and any extended term (in the event
Lessee exercises one or both of its option to extend). The phrase "extended
term"™ is used from timeto time herein to refer solely to either or both of
the 5-year additional terms created if Lessee exercises the option provided
under subparagraphs 1,06.A and B.

D. If during the course of this Lease Term oreither of the
extended terms, Lessee is prepared to commence construction on any of the
development projects contemplated by this Lease, Lessor and Lessee agree to
enter into good faith negotiations towards the execution of a new ground lease
with either Lessee or its proposed assignee for that portion of the Leased
Premises to be developed. It is anticipated that said ground leases shall not
extend beyond two (2) successive thirty-five (35) years terms, it being
understood that the extended term(s) in each instance shall be tailored to the
specific projects and need not be the same term for each specific project.

1.07 Termination for Railroad Use. In accordance with Alaska Statute
42.40.285(4-) (che Alaska Railroad Corporation Act), Lessor reserves the right
to terminate this Lease or any successor lease as contemplated by paragraph
1.06.D at any time after thirty-five (35) years if the Premises are needed for
railroad purposes, which are defined solely for purposes of this paragraph
1.07 as being for track right-of-way of customary width. This entire Lease
(or entire successor lease) may not be terminated unless Lessor determines in
good faith that so much of the Leased Premises are needed for railroad
purposes that the purpose of this Lease (or specific successor lease) cannot
reasonably be satisfied. In the event of such termination, Lessor shall
compensate Lessee only for the fair market value of Lessee’s Improvements as
of the date Lessor gives Lessee notice of such termination. Fair market value
of Lessee's Improvements shall be agreed to by the parties or determined as
set forth in Article 8 of this Lease.

ARTICLE 2
RENTS

2.01 Rents, Lessee shall pay the following rents to Lessor in legal

tender of the United States of America, without deduction and without notice
or demand, net of all real property taxes, assessments, and other charges
required to be paid by Lessee under this Lease with respect to the Leased
Premises, and in equal monthly installments in advance on or before the first
day of each -calendar month during che Lease Term, with partial periods
prorated on a daily basis. Both Initial Rent and Project Rent, as hereafter
defined, are referred to elsewhere in this Lease as "Basic Rents.”

Pnnt-ir "'*nd fa* transmittal memo 7671 |»otp»ae»7/~Jg-——--
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A Initial Rent. Rent payable at the outset of this Lease and
withou: any adjustment as hereinafter provided is known as "Initial Rent."
For Lrase Jears 1-5 inclusive, Initial Rent will be Thirty-Seven Thousand

Dollar.s <'S37,Q00). subject to the provisions of paragraph 2.01.3 below. The
parties agree that this figure represents rent of $1,000 per acre for the 37
net usable acres within the Leased Premises.

Initial Rent will be payable for the net wusable land released from the
Municipality of Anchorage's current Ship Creek Point lease and made available
to Lessee for development as described in paragraph 1.01, commencing June 1,
1993 or at such later data as such land is so released from the municipal
lease. The parties presently contemplate that less than twenty-five (25)

acres will become so available. Initial Rent shall be payable at the rate of
$1,000 per acre until such time, if ever, any portion of this former municipal
leaseacreage becomes the site ofa development project. Then and in such

event, Project Rent will be payable in accordance with subparagraph 2.01.3.

B. Proiact Rentlnitial Rent as provided in subparagraph 2.01.A
will be adjusted from time to time in the following manner with respect to any
specific portion of the Leased Premises upon which a component of Lessee's
development project becomes situated. After such adjustment, such rental will
be known as "Project Rent."

1. Initial Rent will be paid at the rate set in subparagraph
2.01.Auntil the date a certificate of occupancy (or equivalent) is issued.

2. As of thedata such certificate is issued, rent for that
parcel will be adjusted to its fair market value as determined in accordance
with paragraph 2.02 unless Lessor elects to apply one cf the methods of rental
computation sec forth in subparagraph 2.01.E.3 below.

In the event Lessor and Lessee are unable to reach agreement regarding
specific terms under subsection 3 immediately below, then fair market value
rent under this subparagraph 2.01,3.2 shall become due and payable with
respect to the specific project, effective as of che date the certificate of
occupancy was issued.

3. Lessor's alternatives to fair market value are as follows:

a. Lessor may elect to receive a percentage of che
project's gross revenues inaddition to a base rent of seventy-five percent
(75%) of fair market value rent as determined in accordance with paragraph
2.02. The percentage of gross revenues so received shall be negotiated on 3
projact-specific basis.

b. In the alternative, Lessor may elect to participate as
an investor/owner of a specific project and receive a negotiated percentage of
net profits.

4. Once a specific project obtains a certificate of occupancy
and begins accruing Project Rent, the area which is platted for (or otherwise
agreed by Lessor and Lessee to be allocated to) such project shall be
withdrawn from computation or Initial Rent regardless of whether Lessee

Page 5
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subleases Che parcel or partially assigns ins rights under this Lease to the
project occupant.For purposes of this calculation, parcel sizes shall be
rounded to the nearest half acreand initial Rent shall accordingly be reduced
pro rata.

'2.02 Determination of Fair larket Value Rent: Periodic Readjustment,
whenever fair market value is used as an agreed measure of Project Rent (under
paragraphs 2.01.3.2 or 3 above), it shall be determined as set forth below.
In addition to the initial valuation, the fair market value rent shall be
readjusted to current fair market value as of the beginning of each seven
(7)-year period of the lease term pursuant to the same procedures.
Notwithstanding anything to the contrary, Project Rent shall not be increased
for any portion of the Leased Premises for which a certificate of occupancy
has not been issued.

A Appraisal of Fair Market Value of Fee Simole Interest. Lessor
shall select an appraiser froma list of qualified appraisers compiled by
Lessor and kept available for public inspection at Lessor's office. The
appraiser shall determine, within sixty (60) days of Lessee's request and
Lessor’s selection of an appraiser pursuant to this subparagraph for an
initial fair market valuation, or as of a date within one hundred eighty (180)
days before or after the beginning of the applicable rent period for
subsequer.t rental adjustments, the fair market value of the fee simple
interest in the Leased Premises, based upon the use to which the land is or
shall be put so long as the same is consistent with the master plan developed
for the Leased Premises, unencumbered by this Lease, and including
improvements owned by Lessor (identified in paragraph 1.03 of this Lease), and
excluding improvements owned by Lessee (identified in paragraph 1.04 of this
Lease). A copy of the appraisal report snail be provided by Lessor to Lessee
at Lessee’s request.

3. Fair Market Value Rent. The fair market value rent shall be the
product derived from multiplying che fair market value of the Leased Premises
(established in accordance with subparagraph 2.02.A) by TEN PERCENT CIO %).

C. Appeal and Arbitration of Rent Increases. In the event Lessee
disagrees with an appraisal of fee simple value made by Lessor pursuant to
subparagraph 2.02.A cf this Lease, Lessee may appeal the value determined in
such appraisal by notifying Lessor in writing of its demand for appeal within
thirty (30) days of receiving Lessor's notice of change in rent. Lessee's
failure to give said notice will constitute a waiver of Lessee's right to
appeal a change in rent based on such appraisal, and Lessee shall be bound by
Lessor's determination of the fair market value rent.

In the event Lessee so appeals a change in rent, Lessee shall, at its own
expense, obtain an appraisal of the fair market value of the fee simple
interest in the Leased Premises, based upon che use to which che land is or
shall be put so long as the same is consistent with the master plan developed
for the Leased Premises, unencumbered by this Lease, and including Lessor's
Improvements and excluding Lessee's Improvements, and provide che same to
Lessor no later than sixty (60) days after Lessee's notice of appeal is
delivered to Lessor. Said appraisal shall be performed in accordance with
Lessor's Standard Appraisal Instructions in effect at the time of appraisal.

Page 6



5072652443 ARRC. LEGAL ANCH. AK 270 F'03 MAR 21 '94

If within fifteen (15) days after Lessor receives Lessee's appraisal, che
parties are unable to agree as to the fair market value of the fee simple
interest, Lessee may, at its option, refer the matter to arbitration in
accordance with the procedures contained in Article 8 of this Lease by
notifying Lessor in writing of its demand for arbitration within ten (10) days
after expiration of the 15*day period provided above. Otherwise, Lessee shall
have no right to refer a rent dispute to arbitration and shall be bound by
Lessor's determination of rent under this Lease.

Notwithstanding the foregoing, Lessee shall pay all rent at the new rate
provided in Lessor's notice of change in rent until the issue of fair market
value of che Leased Premises is resolved.

p, Retroactive Rent. Until a change in Basic Rent is determined,
Lessee shall pay the same Basic Rent as in the previous year. When the
adjusted Basic Rent has been determined, and Lessee notified, such Basic Rent
as so determined shall be due and payable to Lessor retroactive to the
commencement of che lease year for which such rent adjustment is made, and any
deficiency resulting from such rent adjustment shall be payable within thirty
(30) days after che giving of such notice to Lessee. However, at no time will
the Lessee be responsible for more than ninety (90) days of wunbilled
retroactive rent at the increased level.

2.03 Absolutely Net Rent. It is the purpose and intent of Lessor and
La'.see chat the Basic Rents established under this Lease shall be absolutely
net to Lessor so that this Lease shall yield, net to Lessor, the rent
specified herein during the term of this Lease, and that all costs, expenses
and obligations of every kind and nature whatsoever relating to the Leased
Premises, which may arise or become due during the Lease Term, except as
otherwise expressly provided in this Lease, and except costs, expenses, and
obligations (ocher than <chose to be borne by Lessee as herein provided)
incurred by Lessor in connection with che sale or mortgaging of che Leased
Premises, shall be paid by Lessee, and that Lessor shall be indemnified and
held harmless by Lessee from and against the same.

2.04 Rent Credits.

A. Lessee's Rent Credits. Lessee shall be eligibl for credit
against its annual rent (whether Initial Rent or Project Ren*) for certain
expenditures that qualify for capitalization wunder Internal Revenue Code
section 195. Such expenditures and are subject to an annual maximum of
$150,000. Lessee may submit an itemization of such expenditures on a monthly
basis (or less frequently, if Lessee so desires) together with such supporting
documentation as Lessor may require, and receive payment of any amount by
which the month's eligible expenditures exceed the rental due, subject however
to the $150,000 annual maximum credit.

B. Specific Project Rent Credit. Lessee's subleases (or partial
assignments) to specific project owners or operators may grant such parties
the right to seek rent credit for site-specific development costs that qualify
as capital improvements under Internal Revenue Code section 195  amortized
over che life of the individual sublease or assignment. Lessor shall require
supporting documentation for any such credits requested. In nc event shall
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such credit exceed, on an annual basis, the annual Project Rent payable with
respect to that project. Any excess qualifying costs (those not fully applied
as credits in any one calendar year) mMay be carried over into subsequent
rental periods until fully utilized by the sublessee/assignee.

C. Credit for Improvements o: Common Benefit. Lessor and Lessee
acknowledge that certain capital improvements may benefit all component
development projects generally rather than any specific project. Such
improvements include but are not limited ro main streets/thoroughfares and
pedestrian trails. The cost of such improvements may be eligible for rent
credit to Lessee consistent with, paragraph 2.04.A or, at Lessee's election,
such costs may be charged to sublessees and allocated among all development
projects on the basis of their respective pro rata shares of land area within
the Leased Premises. In such event, the cost shall be amortized over the
remaining term of each respective sublease. .In no event shall any sublessee's
credit under this subparagraph, taken together with any credit under paragraph
2.04.B, exceed that sublessee's annual Project Rent, but any unused qualifying
costs may be carried over until fully utilized. Lessor shall require
supporting documentation for any such credits requested.

D. Improvements Funded bv  Public Monies. Notwithstanding the
foregoing, in no event will rent credit be allowed for any improvements to the
extent the same are funded by grants or other public monies unless such funds
are in the form of loans at market equivalent interest rates.

17:12

2.05 Public Amenity Development. The parties contemplate the inclusion

of 0N€é or more "public amenity” projects within the Leased Premises, such as a
planetarium or aquarium. Such projects cannot reasonably be expected to be
produce net revenue, yet they enhance the overall development and the business
opportunities of individual projects. Ownership and management of such
amenity projects shall be decided by Lessor and Lessee on a case-by-case basis
and may be vested in separately established non-profit corporations. Any
parcel devoted to such amenity projects shall continue to accrue Initial Rent
at the rate set in paragraph 2.01 unless a higher rate is charged as rent by
Lessee to che sublessee. In the latter event, Lessor shall receive fair
market value rent for such parcel under paragraph 2.02. As to such projects
for which Lessee does not receive rent greaterthan the Initial Rent, Lessee
shall be paid a development fee by Lessor equivalent to five percent (5?) of
Lessee's development costs. Lessor shall require supporting documentation for
such costs prior to paying any such development fee.

ARTICLE 3
QUIET ENJOYMENT

Subject to the other leases and permits described in paragraph 1.01, upon
timely payment by Lessee of all of such rents and other payments required to
be paid by Lessee under this Lease, and upon full and faithful observance and
performance by Lessee of all of its covenants contained in this Lease, and so
long as such observance and performance continues, Lessee shall peaceably hold
and enjoy the Leased Premises during the Lease Term and any extended term(s)
without hindrance or interruption by Lessor or anyone lawfully claiming by,
through, or under Lessor.

Page 8
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ARTICLE 4
LESSEE'S COVENANTS
4.01 Special Covenants of Lessee.

A, Lessee shall act; as mascer developer of the Leased Premises and
accomplish an integrated mixed-use commercial development pursuant to the
terms of this Lease and a development agreement as described in subparagraph
4.01.B. Such development shall occupy various portions of the Leased Premises
on a sublease or partial assignment basis, subject to the other terms of this
Lease.

B. In order to obtain $5.5 million previously appropriated by the
Alaska State. Legislature for the redevelopment of the Leased Premises, Lessor
and Lessee must execute a development agreement (the "Development Agreement")
wh.. -h is approved by the Anchorage Economic Development Corporation and che
Municipality of Anchorage not later than April 30, 1992 Lessee shall
diligently and in good faith negotiate the terms of the Development Agreement
with Lesser and failure to enter into the Development Agreement may, at
Lessor's discretion, be cause for termination of this Lease.

C. The previously mentioned Ilegislative appropriation requires
private investment commitments of not less chan $5.5 million and the
Development  Agreement shall so provide. In addition, Lessee isr-equired by
this Lease to diligently pursue such commitments (and any others it may
obtain) to a final result of the issuance of certificate(s) of occupancy for
development projects on the Leased Premises totalling not less than
million within three (3) years of the effective date of this Lease.

D. It is Lessor's desire to encourage public participation in che
development process to theextent that no party's competitive position is
compromised and no privileged or proprietary information is released. Lessee
shall actively solicit public comment regarding each proposed component part
cf its development on che Leased Premises to the extent reasonably possible,
consistent with this philosophy. Lessee is not, however, required to conduct
public hearings or follow any ocher specific procedures, and failure to obtain
a public consensus as t0 any individual project shall not be cause for
abandonment  of that project, nor shall itconstitute default under this Lease,

4.02 Taxes. Assessments andCharges.

A.  Lessee shall pay, not less chan ten (10) days before they become
delinquent, all real property taxes, assessments, special assessments or other
charges of every description for which the Leased Premises, or any improvement
thereon or any use thereof, are now or during the Lease Term may be assessed
or become liable, whether m-de by governmental authority or by any public
utility or community service company, and whether assessedto or payable by
Lessor  or Lessee, subject to Lessee's option to payin installments
hereinafter provided. Such taxes and assessments include, but are not limited
to, any increased real property tax resulting from any classification of the
Leased Premises during the Lease Term to a higher use. Payments of real
property taxes and assessments due during the first and last years of the
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SENATE BILL NO. 338
IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE LABOR AND COMVERCE COMMITTEE BY REQUEST
Introduced: 2/22/94

Referred: L&C, FIN

A BILL
FOR AN ACT ENTITLED

"An Act relating to the issuance of revenue bonds for acquisition and

o (‘mft
construction of the ADiscovery Center for the Ship Creek/ Project, &

Aijiejforge”™ relating to a study of the feasibility and financial viability of the

/\)atfieno Csos'noa.dc AJotfke™ Crossroads
Alaska Discovery Center; relating to construction of the Ateefca Discovery Center;

and providing for an effective date,”
d

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

* Section 1. (a) In furtherance of the state policy under sec. 1(a), ch. 153, SLA 1984 to
foster the long-term economic growth and development of the state, the Alaska Railroad
!Corporation is authorized to issue revenue bongsr,oiirs]“')[r;% Sprincipal amount of $55,000,000 for
the construction and acquisition of the Alaska Discovery Center for the Ship Creek Project in
Anchorage, if the board of directors of the cMor«&widetermines after completion of the
study conducted under sec. 2 of this Act that the Xl%rsf,lf(gﬂD%srgéi/rgra;SCenter is feaLble and

financially viable. This section constitutes legislative approval of the issuance of bonas by

SB0338a -1- SB 338
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thef<6orporation, as required by AS 42.40.285.

(b) The Alaska Railroad Corporation may loan the proceeds from the sale of revenue
bonds authorized by this section to a public or private entity that the corporation considers
appropriate to acquire, construct, and operate the Alaska Discovery Center. The corporadon
may enter into agreements, including leases, with a public or private entity that the corporadon
considers appropriate to provide for and secure payment of a loan made from the proceeds
from the sale of the revenue bonds.

(¢c) The issuance of revenue bonds authorized by this section is subject to
AS 42.40.600 - 42.40.700, except that, notwithstanding AS 42.40.630, the bonds are special
nonrecourse obligations of die corporation payable only from the revenues and assets of the
public or private entity that owns and operates the Alaska Discovery Center.

* Sec. 2. The Alaska Railroad Corporation shall conduct a study of the feasibility and
financiAaI viability of the proposed -AIaska*CDiscovery Center for the Ship Creek Project in
Amchorage, if a private party, including a potential developer or lessee of the Alaska
Discovery Center, enters into an agreement with the corporadon to pay the cost of the study.
The corporation shallselect the person to conduct the study. Upon receipt of the completed
study, the board of directors of the corporation shall determine whether the Alaska Discovery
Center is feasible and financially Viablef*.fa.*

* Sec. 3. Before construction of die Alaska Discovery Center begins, the Alaska Railroad
Corporation shall require that the public or private entity authorized to construct the Alaska-
Discovery Center post a performance bond in favor of the corporation to assure completion
of tne Alaska Discovery Center.

* Sec. 4. Each bond issued under sec. 1 of this Act shall contain on its face a statement
that

(1) the Alaska Railroad Corporation is not obligated to pay the vond or the
interest on the bond except from the revenue or assets pledged for the bond;

(2) neither the faith and credit nor the taxing power of the State of Alaska or
of a political subdivision of the state is pledged to the payment of the bond; and

(3) the issuance of the bonds does not create a legal or moral debt of the State
of Alaska and payment of the bond is not directly or indirectly dependent upon an

appropriation by the Alaska State Legislature.

*_

Vev Text Underlined [DELETED TEXT 3RACXETED]



This Act takes effect immediately under AS 01.10.070(c).
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SENATE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE LABOR AND COMMERCE COMMITTEE BY REQUEST

Introduced:
Referred:

A BILL
FOR AN ACT ENTITLED
"An Act relating to the issuance of revenue bonds by the Alaska Railroad
Corporation for acquisition and construction of the Alaska Discovery Center for
the Ship Creek Project in Anchorage; relating to a study of the feasibility and
financial viability of the Alaska Discovery Center; and providing for an effective

date.”

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

* Section 1. (a) In furtherance of the state policy under sec. 1(a), ch. 153, SLA 1984 to
foster the long-term economic growth and development of the state, the Alaska Railroad
Corporation is authorized to issue revenue bonds in the principal amount of $55,000,000 for
the construction and acquisition of the Alaska Discovery Center for the Ship Creek Project in
Anchorage, if the board of directors of the corporation determines after completion of the
study conducted under sec. 2 of this Act that the Alaska Discovery Center is feasible and

financially viable. This section constitutes legislative approval of the issuance of bonds by

-1-
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the corporation, as required by AS 42.40.285.

(b) The Alaska Railroad Corporation may loan the proceeds from the sale of revenue
bonds authorized by this section to a public or private entity that the corporation considers
appropriate to acquire, construct, and operate the Alaska Discovery Center. The corporation
may enter into agreements, including leases, with a public or private entity that the corporation
considers appropriate to provide for and secure payment of a loan made from the proceeds
from the sale of the revenue bonds.

(c) The issuance of revenue bonds authorized by this section is subject to
AS 42.40.600 - 42.40.700, except that, notwithstanding AS 42.40.630, the bonds are special
nonrecourse obligations of the corporation payable only from the revenues and assets of the
public or private entity that owns and operates the Alaska Discovery Center.

* Sec. 2. The Alaska Railroad Corporation shall conduct a study of the feasibility and
financial viability of the proposed Alaska Discovery Center for the Ship Creek Project in
Anchorage, if a private party, including a potential developer or lessee of the Alaska
Discovery Center, enters into an agreement with the corporation to pay the cost of the study.
The corporation shall select the person to conduct the study. Upon receipt of the completed
study, the board of directors of the corporation shall determine whether die Alaska Discovery
Center is feasible and financially viable.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
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AMENDMENT

OFFERED IN THE SENATE * BY SENATOR FRANK
TO: CSSB I48(FEN) Version "I"

Page 1, after line 13:
Insen a new paragraph to read:
"(3) the Alaska Railroad Corporation is authorized to incur debt for

the acquisition and construction of the Northern Crossroads Discovery Center for the

Ship Creek Landings Project;"

Renumber the following paragraphs accordingly.

Page 5, line 12, after "APPROVAL"™
Insert™: REGIONAL LANDFILL"

Page 5, after line 14:
Insert a new bill section to read:

"* Sec. 11. LEGISLATIVE APPROVAL: NORTHERN CROSSROADS DISCOVERY
CENTER, (a) Contingent upon enactment of a law passed by the Eighteenth Alaska State
Legislature approving the issuance of bonds by the Alaska Railroad Corporation for the
acquisition and construction of the Northern Crossroads Discovery Center for the Ship Creek
Landings Project, the Alaska Railroad Corporation, in accordance with AS 42.40.285, as
amended by sec. 8 of this Act, is authorized to incur debt through the issuance of bonds in
the amount approved by the legislature for die acquisition and construction of the Northern
Crossroads Discovery Center.

(b) The amount of debt authorized under this section is in addition to the debt that
the Alaska Railroad Corporation may incur without legislative approval under AS 42.40.285,

as amended by sec. 8 of this Act."



Renumber the following bill section accordingly.
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AMENDMENT

OFFERED IN THE SENATE BY SENATOR FRANK

TO: CSSB 338(L&C)

Page 2, line 13:

Deiete "of

Insen "received by the corporation from™

Page 2, line 14, after "Center.":

Ir.sert "Notwithstanding AS 42.40.630 and 42.40.640, the Alaska Railroad Corporation
may not pledge, mortgage, or assign money, leases, revenue, agreements, assets, or property
of the corporation to the payment of the bonds, except as expressly provided in this

subsection."

Page 2, line 31, after "assets™:
Insert "received by the corporation from the public or private entity that owns and

operates the Northern Crossroads Discovery Center that are”
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CS FOR SENATE BILL NO. 338(L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE - SECOND SESSION

1Y THE SENATE LABOR AND COMMERCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATE LABOR AND COMMERCE COMMITTEE BY REQUEST

A BILL
FOR AN ACT ENTITLED
"An Act relating to the issuance of revenue bonds for acquisition and
construction of the Northern Crossroads Discovery Center for the Ship Creek
Landings Project; relating to a stu 'y of the feasibility and financial viability of
the Northern Crossroads Discovery Center; relating to construction of the

Northern Crossroads Discovery Center; and providing for an effective date.”

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

* Section 1. (a) In furtherance of the state policy under sec. 1G&), ch. 153. SLA 1984 to
foster the long-term economic growth and development of the state, the Alaska Railroad
Corporation is authorized to issue revenue oonds in the principal amount of $55,000,000 for
the construction and acquisition of the Nonhern Crossroads Discovery Center for the Ship
Creek Landings Project, if the board of directors of the Alaska Railroad Corporation
determines after completion of the study conducted under sec. 2 of this Act that the Nonhem

Crossroads Discovery Center is feasible and financially viable. This section constitutes

-1- CSSB 338(L&C)
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