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AIDEA Program Overview

Ib# minion of the Alaska Indusirul Development and txpor: Authority (AIDEA) it to promote th#
general prosperity of the people of Alaska. to relieve unemployment, and to create additional
emplovment. The Authoriry arcompluhet it* mmioo by providing Alaikau with long term
rnmmertial and ds-velopracnt financing. Projects eligible to receive ihu financing asiistance ue
industrial, manufacturing, export, and buiineu enterprises and fsciltnm within the date The Authority
alto has the ability to own ann opens# facilities which advance iu mission.

AIDE A u apublic corporation of the State of Alaska, a political tuhHiviuon witiuc the Department of
Commerce and Economic Development, but with Separate and independent legal eminence. Below U a
summery of AIDEA's financing asiinance programs;

DEVELOPMENT FINANCE PROGRAM: Trtfiiportsiinn infrastructure, porti, aupoiia, uiilitie*,
tourism dcn nitmn infrastructure and other public uac ficdJnia may be funded through direct
ownership bv AIDEA. To be eligible for AIDEA funding, a pro,act must be essential for the economic
well being of ar. vex and must produce adequate revenue* to repay th# bonds told tc finance the
project. AIDEA work* closely with local government* and approve* projects comp, table with the local
economy and supported by the community. AIDEA development and ownership Jtave contributed to
ihcse successful projects: DelLcng Mountain Trasuportation System (at Red Dog Vane)i Sksgway Ore
Tenr.irul: and the Ballyhoo Deck extaoiion at sh# UnaJaii Marine Center.

LOAN PARTICIPATION PROGRAM: Working through financial institution! (banks), AIDEA
participate* up to 19% in permanent financing for busiam enterprises such u botch, shopping centers,
office huiMmgt. wsrehouae*. car dealerships, and fishing >meJi The project may be newly constructed,
newly acquired or itfinancrd. Borrowers apply at a qualified bank for alouu the hnk, us turn, applies
to AIDEA The bank retains a minimum 20% share in the loan, although that share may be amortized
more ipsdly than AIDEA's portion AIDEA participation is limited to S10 million. Certain
r'*.jufarturmg and other facilities may qualify for tax-exempt tinaacmg under the lrun Participation

Program.

BUSINESS ASSISTANCE PROGRAM: More commonly known as the AIDEA fuinntee program,
tius program provides up to an *9% guarantee of the principal balance to the financial institution
making the loan This added degree of support can make project financing, refuur cing and working
capital loazu available for project! that might nui otherwise be fuunccd Borrovcn spply to the bank,
which in turn, submits an application to AIDEA Guarantees up to SI million are made on loazu for
real property, equipment or vorkmg capita! for projects that rtab-liic the economu base or create or
maintain err.plnymeat Targeting entrepreneurs ,n rural k o i, in 1991 the Alaska Leg ilature established
a streamlined appro*J process for guarantees on Sousa ol S75.X0 or leu. | he loans may be unsecured
AIDEA also supports the Kuni Development Initiative Fund (RDIT) under the Buamesi Assurance
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Program. The RDIF u administered by the Department of Community inri Regional Affairs (DCRA)
and supported by AIDEA. 1be RDEF provider funding up to SICOOOC (J20C,>00 for two or more
borrower* of the loan) to husinetiw in rural Alaska wbidi may not currently be served by commercial

financial institutions.

REVENUE BOND PROGRAM? AIDEA acts a a conduit to facilitate a linancmg transaction
between a borrower and a willing purchaser of the bonds, “1hu type of financing can be advantageous
to boih the borrower and the purchaser of the bonds. This program taw high volume use pnor to the
1986 amendments to the federal rax code; however, it u m less demand today.

EXPORT ASSISTANCE PROGRAM: Designed to foster and facilitate mte'national trade, this
program offers guarantees to financial institutions which provide exporters with pi t-slnpmeni and post-

shipment loins  Guarantees may total up to 9C% of th: transaction plus interest or S million,

whichever u 1«

VENTURE CAPITAL AIDEA has also invested in a venture capital partnership as a limited partner.
The Polaris Fund is designed to introduce Outside venture capitalists to investment opportunities in
Alaska while providing venture capital to Alaskan businesses. The Polaris Fund manages the
partnership  For additional information and loan applications, contact Jim Yimon, c/o Yarmoa
Investments, 840 K Street, *201, Anchorage, AX 99501, (90/) 2/6-4466.

t§
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AIDE VDevelopment Projects

(Tn O t ration, Construction, or Design)

FAX NO  90<5616996
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DcLoog Mountain Kotzebue SI03 million (original)
Transportation System
anti Port Expansion
$60 million (expansion);
legislative bonding
authorization pending.
Skagway Ore Terminal Skagway S25 million
Ballyhoo Dock Unalaska 57 million
Expansion
Federal Express Anchorage 528 million
Aircraft Maintenance
Facility
Healy Cleat Coal Hcaly 585 million (total
Project project cost 5267
million)
Alaska Seafood Center  Anchorage JJO mil'ion (authorized)
Kodiak l.aunch Kodiak 520 million (euiborized)
Facility
Soettisham Near Juneau 5100 milliou (legislative

Hydroelectric Project

Craig Industrial
Marine Facility

Craig

authorization pending)

6.11/1b

*Kec

Complete. 35*Qjobs
crented.

Planning and design
underway.

Project is complete and
in operation. Year
round Jobs supported by
the ,'acility

Complete and m
operation

Ccirplctc and m
operation

uUnd rr construction.
App:oximatel> 200
eonsruction jobs
crraiud Project win be
complete in 1998
creating 35 permanent
jobs.

Awa ting additional
private sector financing.

Planning.

Congressional approvil
to traisfer the pmjcct
provnJed. Tax
cxompuon pending

In discussion with Cuy
ofCrug. City has
obtained necessary
permits fnr construcnor
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PROJECT FACT SHEET,; DelLong Mountain Trimportation System (DMTS)

Rood and Port S€IViNg ibc Red Dog Mine
DATE: February 6, 1996

CURRENT STATUS: Cominco Alaska is incircumg production from the Red Dog time and mill
operation. which will require enlarging the ore concentrate storage and handling lacthti* owned by
AIDhA at the port. Cominco Alaska is obtaining permits for construction, and coodcaing detailed design
of the improvements AIDEA will ansiat in the design and permitting of the port expansion. A
reimbursement agreement will assure AIDEA the repayment of hinds expended on the project, pending
review and approval of the Project by the Legislature Conrtruction would begin in 1996 o. 1997,
depending on the outcome of the Legislative process and the pace of (he design and permitting activities.

proJECT BUDGET (originally); S1*5 million PENDING EXPANSION BUDGET. S60 million

SOURCE OF FUNDS. In 1987. S103 million in tax-exempt bonds were sold hy AIDEA and are being
ncpatd through user fees. A state apprnpriition providad th# ramaimng funding. Funding of the proposed
expansion Will be accomplished through the sale of tax exempt bonds, If authorized by the Legislaivte.

PURPOSE, o provide employment opportunities in northwest Alaska ihrjugh development of a
transportation system to serve th# world class Ic*<lemc mming district, and the Red Dog mine, 90 miles
north of Kotzebue

PARTICIPANTS: tn 3986 AIDEA entered into an agreement with Cominco Alaska to construct, use,
operate and s. nntain the DMTS  Coumivo Alaska is a subsidiary of Cominco, Inc (i Canadian minerals
company). The company hu a non-exclusive priority nght to us# the system foe 30 y#ars to ship one
concentrates over the road, store concentrates m th# storage building and tnosload amwmtmes onto ore
ships  Cominco, in turn, pays a toll for uae of ihc fad Itries and is obligated to operate and maintain the
system at d commercially reasonable noe of compensaoon. The mine owner H NA Regional
Corporation, which represents Imipiit Eskimos nf the Northwest Arctic

BACKGROUND. Discovery of lead and zinc deposits at Red Dog in the DeLcng Moumimv brought
opportunity tor economic jffowth to the cash poor region. Construction of tha AIOEA-fir-wccd
transportation sycrm allowed that opportunity to be realized Low base metals prices five prevailed since
th# mine opened. An expansion u needed to improve protitabiltty by reducing the cost per pound of
concentraM produced. Resources have been identified to maintam a 50 ytsr mm# life «v#n a: the higher

production output

ECONOMIC/SOCIAL EFftU fS* In 1992 the rrac and transportation system pn-vid#<i 1554 of the
Northwest Arete Borough s emplnymcnt (350 workers) and paid JOH ($24 million- of the Borough s
payroll lie project is an exc#ll#nt example of the Authority's contribution and comnitraeni to Alaska's
‘conomie development tn an aru of traditionally nigh unemployment much >f f seasonal, th«
transportahon system and mine offer steady, year round work. Fivchecks cam«d by Borough rcssdcola
mfute much naedrd etsh mto th# region's limited economy Payment* to the Borough .1 1993 totaled S2 0
million -this is the Borough's sole, uon-govemmest source 0: revenue
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Page 2
DMTS Fact Sheet

SCOPF, OF EXISTING PROJECT. The DMTS transportation system consists of a 12-mil#, 30 foot wide,
industrial haul road, a shallow water dock, offshore conveyor concentrate loading facility, concentrate
Stonge facility, fuel distribution and storage systems, and other poit facilities The 3mTs road, designed
to accommodate multiple user*, leads from the mine to a port site located on the Chukchi Sea, about 12
miles from Kivxljna. ~ Construction was completed tn 1 During the first tws years of operation.
Cominco and the Authority made nearly a dozen improvements, at a cost of approximately S6 million, to
achieve a more efficient and environmentally sound facility. Ihese improvements were completed in th*
spring Nf 1993 and the cost was added to the investment bile Additional mtnir improvements arc
ongoing. In 1995. approximately R09 000 tons of lead and rinc concentrate* wee exported through the
port (up from 620,000 tons in 1994).

SCOPt Of PROPOSF.D EXPANSION Cominco is planning to increase their mill throughput by 35V# (to
3 5 million tom'year), which will result tn a corresponding increase In lead and zinc concentrates (to | 1
million tons/year) Tire planned DMTS port expansion will include the following ) construct a new
concentrate storage building with 450.000 ton capacity; 2) connect the NEW concentra t storage building to
the existing material handling (loodout) system, 5) construct a new, pcrmimnt Si) person camp with
cookhouse and recreational area; 4) construct a new 2 2 million gallon fuel storage tank and associated
piping, and 5) construct a new powerhouse, complete with generator*. Seventy addit onal employees will
be required to operate the expanded mine, ratll and DMTS operations.
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DMTS EXPANSION - PROJECT FACTS
(February 1 1996)

EXISUNC.DMJS SYSTEM

e Started operating in 1990
e Throughput from Hod Dog Mine is increasing
464.000 ions (1993) - lead and zinc concentrates
620.000 tons (1994) * lead and zinc concentratas
809.000 tons (1995) - lead and zinc concentrates
e $103 million in AIDEA bonds sold - Fobruary. 1087
Toll feos support the debt
$96 million principle outstanding
e Current employment at the Rod Dog mine IS 350 (55%* NANA shareholder hire)
Current payroll 526 million
e 30% of payroll in North West Arctic Borough (NWAB)
e Payments in lieu of taxes
52 million poid to NWAD in 1995 (to go up In 1996 to $2 4 million)
This is the NWAB's sole non-government source of revenue.

EXPANDEDJASAYSIEM

o With Eﬁd[»goantmn Red Dog mine will ke the woodl's largest single procuicer of zme
' %ﬁ ] Wé]ssuance conct0| jon oft%ggn expansion is schecled to take place in

xed

% S i
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el inperallel wth DMTS wark
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PROJECT FACT SHEET: snettuham Hydroelectric Project

DATE. February 2, 1006

CURRENT STATUS. On November 28,1995 President Clinton signed Into law a Bi | that authorizes the
sal* of the Snettisham Project. Congressional approval to issue tax-exempt bonds for die project is
pending. As presently contemplated, the project will be purchased by the Authority and operated
exclusively by AEL&P AELAP will purchase all the project power under a long term power sales
sgrewnent. The project is currently in the due diligence Stage.

ESTIMATED BUDGET- S100 million The Purchase Agreement provides that the puchave price is based
on the present value of the remaining principal and interest payments due to the fetlaral government for
Snettisham. The requested authorization includes funds for other elements of the ove;all project financing
such as repair and replacement insurance and bonded indebtedness reserves.

SOURCE OF FUNDS: Bondi sold by AIDEA

SCOPE OF PROJECT; The 78,210 kW project presently provides approximately 80 ptrcent of the Juneau-
Douglos area's electrical energy The Snettisham Hydroelectric Project it owned, cper ucd, and maintained
by the Alaska Power Administration (APA). a unit ofthe U.S. Department of Energy, fhc bnettisham
project it located in aramou area of Southeast Alaska, approximate!) 28 air mites southeast of Juneau

The projeet consists uf two reservoirs, a small periodically constructed flashboard dam, powar runnels,
underground generating plant, switchyard transmission |INt and Substation. DU€ iu its -emote location, the
projecthu iu own airstrip, boar dock, residential quarters mid utility system The projttf >soperated by
remote control from Juneau under contract with Alaska Electric Light and Power (AEL vP), th purchaser
of nearly all the project's power.

BACKGROUND: In the mid-1980's, the federal government began exploring the mant: of drvcsting iu
various power mattering agencies located throughout the United Surat. The Alaska Power Authority
(curttntdy known as the Alaska Energy Authority) entered into negotiations wtth the APA to purchase
Snrmtham, which ultimately resulted ui ihe execurion of a bnetUshm Project Purchase Agreement The
Agreement »s> amended to provide for the reassignment of the Agree* ent from the Atuka Coorgy
Aumonry to AIDEA. A Memorandum of Undemanding for the sale and purchase of p<wer between
AIDEA ard the AELL? has beca negotiated

ECONOMIC/SOCIAL EFFECTS DOE is proceeding w tib divestnurt of federal hydroelectric projects m
Alaska AELAP, the local utility, does not hive adequate financial resources to purchasx Snetmham.
Aliemacves include continued federal ownership, ute to the ttata. or sale to the highest udder. State
ownership assures the luneau-Douglas area of a stable, long term unt of power and a re<.ucod wholesale
coo of power to AEL1P Under state ownership. SaetUlham will boopmied for the he'eftt ofthe local
users and will result tn an aancipatcd long term reduction of energy coat for the Juneau Douglas

rettdettu
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TITLE IV—DEPARTMENT 3F
ENERGY
Subtitle A—Alaska Power Adminis-
tration Sale Authorization Act
SEC. 4001, SHORT TITLE.

This subtitle may be cited as the "Alaska Power Ad-
ministration Sale Authorization Act”.

SEC. 4002. sale of snetcisijam and exlutna hyl id-
electric PROJECTS.

(a) The Sceretaiy of Energy may stli the Snouishfim
Hydroelectric Project (referred to in this subtitle as
“Snettisham”) to the State of Alaska Power Authority
(now known as the Alaska Industrial Development and
Export Authority, and n>ferred to in this subtitle as ihe
"Authority”), or its successor, in accordance with the Feb-
ruary 10, 1989, Snettisham Purchase Agreement between
the Alaska Power Administration of the Vnitcd States De-
partment of Energy and the Authority.

o) The Secretary of energy may sell the Eklutna
Hydroelectric Project (referred to in this subtitle as
“Eklutna”) to the Municipality of Anchorage doing b i<+
ness as Municipal Light and Power, the Chugaeh Electric
Association, Inc., and the Matanuska Electric Association,
Inc. (referred to in this subtitle as *Ekiutea Purchasers” )
In accordance with the August 2, 1989, EkJutna pureliase
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Agreement between the United States Department of En-
ergy and the Eklutna Purchasers.

(e) Tho heads of other effected Fe deral departments
and agencies, including the Secretary of the Interior, siiail
assist the Secretary of Energy in implementing the sales
authorised by this Act.

(d) The Secretary of Energy shall deposit sale pro-
ceeds in the Treasury of the United States to tie credit
of miscellaneous receipts,

(e) There are authorized to be appropriated such
sums as are necessary to prepare or acQ-ire Ekhitna and
Snettisham assets for salo and conveyance, such prepara-
tions to proride sufficient title to ensure t .e benef cial use,
enjoyment, and occupancy to the purchasers of the assets
to be sold.

(f) XO later than one year after both of the :alcs au*
thcrized in section 4002 have occurred, as measured by
the Transaction Dates stipulated in the Purchase Agree-
mcnts, the Secretary of Energy shall—

(1) complete the business of, ar.d close out, the

Alaska Power Administration; and

(2) prepare and submit to Congress a report

documenting the aales.

“k MOO an
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SEC. 4003. ASSESSMENT Or ALTERNATIVE OPTIONS,

Before taking any action authorized in section. 4002,
the Secretary shall assess the feasibility or alternative Op'
tions for maximizing the return to the Treasury from the
sale of the Alaska Power Marketing Administration.

Subtitle B—-Federal-Private

Cogeneration of Electricity
9EC. 4101. FEDERAL-PRIVATE COGENERATION OP HJSG

TRICITY.

Section 804(2)(B) of the Xational Energy Conscrva-
tion Policy Act (42 U.S.C e>287c(2)(B)) is amended by
striking excluding any cogeneration process for other
than a federally owned building or buildings or other fed-

crallv owned facilities.”.

subtitle G- Power Marketmg i
i fl E\:onno(ijttM
Ach Wi VDl tx Rebt ixtty ettt xncodncal

PART 4- BONNKVSAE POWER ADMINISTRATE OX
DEBT EUVOtPP
SEC, 400L gHOUT TFTLK,
Thin part may be eited as the re Pewe;1Ad-
nimisimrion Repayment Aftt”.
BEG, 430a, BALK OF HONWiIi
rmy otl*r low tiv4d withrMH feseal
yetw hmitatkm—
(44 in addkioc fo the nutltersty m sectimi 43 t”

tire Ftdertd Gokmtbitt River System
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Cadlendar No. 101

104th
lstCSOers]sgiorneSS S ] 3 9 5
{Report No. 104-78]

To &uU-.anza brrt dirMi the Skiraesfy <f Energy to odl the Al.wkA Power
Administration, anfl for otfcar purpc”-a.

IN THE SENATE OF THE UNITED STATES

Fhbroxsy 13 (fegi&tive duy. ssxuiry 30), 19S5

Mr. MLjucosrwa (for himé&cl/, itr SVSVENSY, ifrv. FEIXtTEIN, uid Mr. Kyt.)
introduced the foUsr.vinf bill; ~vl.ich wu rrad twice *nd nferred to the

Coromittrw on Erargy *nd Natur*! Resyuww

April 27 (ippaMnv day. ATBH. 24), 195S

Rtportod by Mr. MChsOwsta, «*th ar.tiiumcnt* and an amendment to the
il

out dJ =«jf tie er.act>e rU-oir »ird WSFL*I? 2> prmud ‘n iui>)

A BILL

To authorize end direct the Secretary of Energy to sell
the Alaska Powsr Administration, ar.d for other purposes.

1 Be \ter*cciid by the Senate and House of Jtepnsenta-

2 lives ofHie United States ofAmerica in Congress assembled,
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E-L*SGA7I'l£E PROJECTS
|
{a} fPhe Seenrtery of Sr.cr®* k att'rk*rtd«j<?d ami th-

reeted to eeil the SttOttkhftm E£lydreelee:-*ie Projee* fro-
fewed to in thia At* oo ™Snrritiohom™ to the Stafec of
Akak-a ift ftetoe®Mree with the tcT'tna of «&» Act and tho
Feh?&**y P& PIS3r Saettkhftm Poreheee Agreement, us
emended; between the Akake Power Adratmalratioft of the
fi&figrtmorrt of Sflefgr' find fhe Alaska ikwer Avttbewtyr

¥he Seeretaly of Frergy k mibarked and di-
pected to aek tho &thita& Hyd»ocdeetrie Project feefwed
to 1a tkk Act so -m"TUFRrY to the Mukcipabty of Ae-
eber&ge dewg ta&iKeso us MUiietp&l L4gt* &»d Power? the
€3raf&eh Bkctrk riosoekfcienT mk the Mtttsauoho
Btoetffc Assoetotw./ fne: rtenrwed bho m thin Act as
MShhfrtas Ptpehuoew”; m accordant* *4*b the tones of
thk Ad ffcfid t:*0 ABftttt T7 1989; Shkrtnt PtHfheoe
Au ectyentr o* mv.-erdv.d’ krtwevB the Department of Kn-
ergy end the F&utfttt FatehaagiSr

(e) The hoads of other Federal kpartmenta end

egetvcie%o taeJadkvij the £*etetary of the tntorierr *hftH as
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19 <c) W ith reejreet tc fepde dosefiaed m £v-
20 Inbft A ofthe Kkhrfcro P ohaac “grceriwmr _
22 *t£En>0f-Wfcy OVvhr* Aifeshft 1 W tWUf‘HhstPtU+on

23 for aubowtuv® rw” NMndKFA ty the £Uiut«  PT-

24 efeat2F>-

25 fiv ii* rt* tost to ths £U«r *qg iNirehaeero;
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Act of 4-944 fod 4099).

TITLEI
SECTTGJIV 101.SUCKT T2TLB,

Trowtitle mz'j Is cited as the "Alarfui Power Aiminis-
tration Aw | Pule end Termination .4ct".

SEC, 172, S/US ¢t SSETTISBAU AKD KALUTSA ITDRO -
etEcrkicprojects,

(0) The.Sia'etary qj Eiurpjis authorized znd iincttd
to sM the Sni".tihj.m Hydroelectric Project (referred to tn
faisAct cs “Sniltishan™) to tb* Stale cfAlaska in cccord-
ance with the terrrn of this Act and the Ftbruary 20, 1959,
Snettisham Punhseei Ajr&ment, as amended, between the
Alog** Puuer Administration of the Unit'd States Depane
mwnfof Erjv'rj uni the Alaska Power Authority and Ib*
Authority ftcas”?

(b) The StCreiinj if Energy u authorised and directed

to (ill thtirslu tij Hydroelectric P ~jjict fy firra | to in this

1 tts tIS
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<Lii as “E£klvAr*a®) to ty> "{uwiyilily ofInchingt dcing
t'isituss a: Municipal Light and Pcxar, ‘ho Chvgtteh Elec-
im Auoaiction, Inc., and the M etonuska Electric Astoria-
Hon, Inc. (riftrred io in 'h-j Act as "Etchitna Purchasers"),
tn accerdencs iriih trx terrms of skis Act and the August
2, 1959, EklInina Purest Agrterr.or.t, at amended, betuu'sit
(he Alasto Potar Adirdnvtrciion of the United States De-
pariment ofEr.cryy and thE Eldutna Parc./uucrs.

(c) Ihe keaca ofother federal departments orA agen*
cies, including the Secretary of the Inhrior, shall axis* th.e
Secretary of Er*rgy tn impievomting ths cales authoilcod
and directed by this .UL.

(d) Proceeds from the *ales requir'd by this &i le shell
be deposited in the Treasury qf the United Steta to the
credit of micod.ler.cOH3 tiCH:pi3.

(¢) Then arc auithemé&a to oe appropriated such stmt
as may be nXCSicn/ to prepay etrvay and scquiro
Ekluina a»v Snettif.ham assets for sale and convrjarxe.
Such preparaticrj and acquisitions shall provide efficient
title to insure the berjfiriU use, enjoyment, and occupancy
by th* purchaser.

Six.. 103, AXKITTIOSASD GTimtt PROYISIGXS.

(a)(1) Afir thi sales c-jihonsed by this Aot occur,

Ekluina and Snellisham, including future mvd\frzticns,

S 395 R3— ?
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1 shall continue. :0 bejxemyt from the requirements of the
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Federal Power M1 (16 U.S.C. 791a et svg.) as amended.

(2) ITic txvmrption provided by paragraph (1) does not
effect the McrwranshiTfy of Agrvemen. mtcred into among
the State ofAlceka, the Eklutna Purefo'&n, the Alaska En -
cryy Authority, and Federalfish and eUdlift agencies re-
girding the protection, mitigation of \tiarrMg&s to, and en-
hz-TKtmeni offch and wildlifc, daied August 7, 1991, which
rvTruiing in full for>x arA ifftet.

(3) Aviking m this title or the Felcral Power Actpre-
err.pt* the Side cfAla& M from carrying out the rcop& ntibil-
itUsand authorities ofthe Memorandum gfAgreement,

(b)(lj Tne United State District Courtfor the District
of Alaska shall hai-tjurisdiction to nnricw decisions made
under the Memorandum of Agreemecrt ar.d to enforce the
provisions of ire MomonrAum ofAgreement, ireiuding the.
remedy ofspecific p*rfarnwxct-

(9) An aj'tion seeking review of a Fish aiA Wildlife
Program  Program'*) cftho Govemecr of Alaska under the
Memorandum of Agreement or challmging adorns qf any
o the poriics to the Merrtrondum of Agreement prior to
the adeption of ike Program sh/ul be brought MO later than
ninety days of.tr the date of which the Program is adopts

by the Goceruor cf;llashc, or be lam-4.

a X5 ft?
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(3j An action sukiny nvi*fic ufimplementation of the

2 Program s-mlIl In Iro'xyte not later than ninety days ajler
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the choilenrid act implementing \}jt program, or cc barred,
(cj With respect to Ehlutna land* described in Exhibit
Aofthe Elduirxy Purtixue Ayrumenl:

(I) 2mie Secretory of the Interior sh.al issue
rujhix Of-vxiy 10 1he Alaska Potctr Administration for
substqu'ni recsei™nmeni io the E'duina Pun'hascrs-

(A) ci »w cost to the IftZuina Purchasers;

(B) to rrrncin effective for a peruxi equal to
ihe life of EkIstina as extended by impr.oements,
repyirs, reMivali, or nplaccrr.cnts- and

(C) r.gicieU f<rr the (jprrotirm of. mainte-
nance of, repair io, arul replacement of, and ac-
¢CeS to, j& duino facilities located on military
lands and lands marxiged hy the Bunau ofLand
iISotasament, including lands selected by the

Sta-s ofAtosha.

(2) If the Efdutna Purcdiastn eubscqyunily s:ll
Of trarcfir Eklziirji to private owr<rsh\pt the Bureau.
of Lar.i Kanagerstnt m y a-cess roasondble and eus®
tomary fees for continued -xse Cf ihe r%Qhts~ofvxsy on
lands mar.eqtd by the Barca* c¢f Lei<d 7dauvjpment
and military 1ance :n roxurdarue. unta eraurt law,

*
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Fee title. to lands at Anchorage Substation
shall U trwsfirrtd io Eklutna Pnxhasen at no add'.*
How | cost \fthe Secretary of the Interior determines
thel pending claims to, and selections of, those lands
an \r.\xdid or relimpetikod.

(4) HitArtspect to the Ekli.tna lands identified
in paragraph. LofExhibit A of the Eklutr/i Purchase
Agreeoutr.t, ifa State of Alaska lTWseIect, andlthe.
Secretary ofthe Intor'y/r Qurll convey to th* State, ttn-
pnsxo lands under tho selection entitlements in scc-
Hon 6 of the. Act of July 7, 13.18 (commonly rvfernd
to os the Alcska Statehood Art, Public Law 85-508,
72 Stat. 323, ce amended), and the Sorth Anchorage
Land Agreement doted January 31, 1933, This con-
veyw ¢ <haU it yubjoct io the rights-ofiuvy provided
to ihE Ekluina Purchasers under paragraph (I).

(u) With resprCt to tic Srusttahain lands identified in

18 paragraph 1 of Exhibit A of thx Snettisham Purchase
19 Agreement and Public Land Order So. 51C8, the State of
20 AloF<a may select, and the. Stcrsiary of thjo Interior shall

21 convey to LU Slate of Alaf&, improved lands under the
22 s&totiem m'.iUsnurV.s in Stettin 6 cfthe Act ofJuly 7, 1958
23 (conmor.Uj rxfer:ti to at Is* Alaska t'lalchood Act, Public

24 Lew 85-503, 72 Slat. 339, ¢s amended).

a;« fj?
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(e) h'otlater than one year ojler both of the sales an-
thanzed in sxiion have ocrurrsd, as measured by the
Transaction Oates stipulated ir. ihe Farduise Agvsmenti,
tlu Secretary ofEnergy shoU—

(1) cotnpUie ihe bzri/Mse of, and chisc out, the
Alaska Power Administration;
(2) submit i-j Ctrr,givé# a report documenting the

sales} end

(3) rsium unobligated balances offunds appro
priakd for ihe Alaska Poratr Administration to the
Treas-dry ofthe I niicd Stetei,
fi)y "the ActofJuly 31. 1350 (643iat. 382) is repealed

iffective on Us dak. as determined by the Suntaty ofEn-
eryy, that cH Ekiutna assets have bxn conveyed to the
Eldutna Purohaé&rs.

(o) Section 204 of the Food Con*,mIl Act of :962 (76
Stet. U93) Z4repealed fjybctive or. ke dcie, ot de.ermined
by the Secretly qf Energy, that all Sncttisham as.ste have
been conveyed to Ibs State ofAlaska

(h) As of trs. laitr of ths two dates dsisrmined in rub-
notion (J) and (g), srsivjn 3C2(q) oftbs Departmn tcfEti-
crgy Organisation Act "12 i°.5.C. 7152 (a)) war.endcek-

(1) in paragraph =

(A) by striking eubparcgraph (C); and



1
2
3
4
5
6

7

14

720 %y redesignating ~paragraphs (D).

A end fr) fifw bparagraphi (€), (D), and (E;
r«p?a*irefy; and

W *cparcjreph (2) by sinking eul "and ihe

Alaska F>rur Administration”™ and by inserting

“ar/J” ajler "Scuihvxtiern Power Administration,”.

(i) The Act of Uyvst 9, 1955~ co.-werr.ing water rc-

8 S0U7C&3 w & tvjalion inAlaska (69 Slat 618), wrepealed.

10
11
12

14
15
16
17
18
19
20

21

22

23
24

()) Ine jnUc jf Khiutna and snriciam under this
MU aremi10mvitrtd disposal of Fcderol surplus property
undic ithe Federal Property a d Administrative Services
Act of 1349 HOrj.&C. 42dj or the Act of October 3, 1994,
popularly nfc.ntd io as the "Surplus Property Art 0f 1044
(S0 u.s.c. App. 1622).

TITLE H
see.30LSFO~rm is

This title r.ny be cited as “Tran"Alaska Pipeline
Ainocdmant Actof 19*5'*.

SEC. 202. TAMM ACT A .tfESXMEKTS.

Seetint 203 i» the Act entitled the “Trans*Al&Skti
F.pollne Alth3rizs’ion Act.” m amainied (43 u.s.c.
1652), is amended by insertifig the foll:wing new snb-
section (f)-

"(0 Extokts ok ala&can North Slope OX —

aou, u
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The State has issued G.O. bonds 49 times since statehood, raising almost Sl .4 billion. In addition, the
State assumed the outstanding debt of the Territory of Alaska as general obligation bonds of the State. In
1959, the Territorial debt was $2.9 million. As of June 30, 1995, the State had $58.0 million in GOB's
outstanding.

The final payment on State GOB's is due October 1, 1999. This is the result of a conscious effort of the
State to limit die maturities of State debt to conform with projected oil production generated from the
Prudhoc Bay field.

The interest cost on State bond issues is determined by several factors, the major factor being the general
level of interest rates in the economy. However, the credit rating assigned to an issuer and the investor
perception of creditworthiness arc also important factors. The State’s credit rating has improved from
Baal/A in 1973 to Aa/AA at present. A significant factor behind the improved credit rating is the
tailoring of maturities to the expected life of Prvdhoe Bay and the State's oil-based revenues. More
recently, the liquidity provided by predominantly oil-based revenues has become a significant factor. This
maturity policy and liquidity have also helped to reduce interest costs directly, in that interest rates on a
bond issue generally arc lower the shorter the maturity, and bondholders attach importance to liquidity.

State Supported Debt

State Supported Debt is debt for which the ultimate source of payment is. or may include, appropriations
from the State's general fund. The debt docs not have the full faith and credit of the State pledged to it
but, it may have the full faith and credit of another public issuer, as in the ease of municipal school debt.

State Supported Debt is not considered debt under the Alaska Constitution because the State's payments
on the debt obligations, even if they arc the subject of a contractual commitment, arc subject to annual
legislative appropriation. As a result, voter approval of such debt is not required.

The total of State Debt and State Supported Debt is the measure of debt burden used by Moody's.
Standard & Poor’s, and Fitch's in assigning a credit rating to State debt obligations.

State Supported Debt includes a portion of University of Alaska debt, Icase-purchasc financing
obligations, and the share of municipal GOB's issued for school construction which is reimbursable by the
State. Lcase-purchase financing consists of lease revenue bonds and certificates of participation (COP's)
issued by lessors of facilities used by the State. Historically, Alaska State Housing Authority (ASHA)
was the lessor for many of the facilities. Beginning July 1. 1992, Alaska Housing Finance Corporation
(AHFC) became the lessor of those State facilities as a result of ASHA's merger with AHFC.

Some State Supported Debt has been authorized by voter referendum as in the ease of municipal school
debt, some by law as in the case of the University, some by legislative resolution pursuant to AS
37.05.280 (now repealed) as in the case of ASHA, and some issued without specific legislative
authorization of the obligation as in the case of some COP’s.

In 1986, legislation increased legislative control over lease-financing. Chapter 106, SLA 1986, effective
January 1. 1988, requires approval by law of any executive branch lease-financing agreements with
annual lease payments exceeding SI million. Chapter 73, SLA 1992, effective September 14, 1992. adds
the requirement of approval by law of leases with total lease payments exceeding $10 million. Chapter 75,
SLA 1994, effective June 7, 1994, generally requires prior legislative approval of all Icase-purchasc
agreements, other than die refinancing of outstanding balances on existing lease purchase agreements and
certain University of Alaska transactions.

Alaska Public Debt Book J99Sz 1996.



At June 30, 1995, State Supported Debt was $449.9 million as shown on Table 1.1, page 6.

SU»te Guaranteed Debt

In the 1902 general election, voters approved an amendment to Article IX, Section 8 of the Alaska
Constitution that permits the State to guarantee unconditionally as a general obligation of the State the
payment of principal and interest on revenue bonds issued by AHFC for the purpose of purchasing
mortgage loans made for residences of qualifying veterans. This is the only purpose for which State
Guaranteed Bonds may be issued. Because die bonds arc general obligations of the State, they must be
authorized by law, ratified by the voters, and approved by the State Bond Committee. In the 1982, 1984,
and 1986 general elections and a 1983 special election, voters approved propositions authorizing $400
million, $700 million, $600 million, and $500 million, respectively, of State Guaranteed Bonds for
veterans' mortgages.

These bonds arc known to investors as "double-barrelled™ because there arc two distinct forms of security
behind the bonds. Their First lien is on the revenue stream generated by payments on the mortgage loans
made from bond sale proceeds. Additional security to bondholders is provided by the general obligation
pledge of the State to make the required debt service payments in the event that revenues arc insufficient.

The constitutional amendment permitting the State general obligation pledge on veterans' mortgage bonds
was necessary only to gain tax-exempt status for the bonds. The Mortgage Subsidy Bond Tax Act passed
by Congress in 1980 restricted the ability of states or public corporations to sell tax-exempt housing bonds
above specified ceilings unless they were also general obligations of the issuing state and the proceeds
were used for housing loans for veterans. After the 1980 legislation and before the 1982 constitutional
amendment, AHFC had been issuing more expensive taxable bonds for veterans' as well as non-veterans'
loans.

It is important to note that the State general obligation pledge was not needed in order to make the bonds
more attractive to investors or to improve their security structure. In recognition of the independent
creditworthiness of the veterans’ bonds, these bonds have been rated "AAA"; higher than the State G.O.
bonds.

Because of the strong support behind the bonds, independent of the State's general obligation pledge, this
debt is not counted by the rating agencies as general obligation debt. However, if problems in meeting
debt service on veterans' bonds were to arise, the bonds would be treated as general obligation debt for

credit rating purposes.

On September 13. 1994, AHFC issued S130.0 million of State Guaranteed Collateralized Bonds for the
Veterans' Mortgage Program. At June 30. 1995, State Guaranteed Debt was $6.9 million, as shown on

Table 1.1, page 6.

State Moral ObUgoiou Dbt {

This type of debt consists of bonds issued by State agencies which arc secured, in part, by a reserve fund
to which is attached a discretionary replenishment provision. Such a reserve fund is typically called a
capital reserve fund. The discretionary replenishment provision typically reads;

"The chairman of the authority (or corporation) shall annually, no later than January 1, certify

in wnting  the governor and the legislature the amount, if any. required to restore the capital
reserve fund to c e capital reserve fund requirement. The legislature may appropriate to the

Alaska Public Debt Book 19951996



authority (or corporation) the amount certified by the chairman of die authority (or
corporation). Nothing in this section creates a debt or liability of the state.”

\capital reserve fund is generally equal in size to the maximum amount of debt service required in any
year. Alaska's discretionary rcplenl tent provision means that if the reserve fund should fall below its
required level, the State legislati ay, but is not legally required to, appropriate tunds suificicnt to
restore the capital reserve fund to i,a required level. The most likely reason that such a reserve fund would
fall short of the required level is if agency revenues were insufficient to meet a given debt service payment
and the reserve fund had to be used to make the payment.

Moral obligation bonds arc secured in the first instance by revenues generated from the use of the bond
proceeds. Issuers of revenue bonds include a capital reserve fund in the structure of a bond offering to
lend additional security to the bondholders and to help obtain the highest possible credit rating for the

bonds.

Ihe authority to issue moral obligation bonds is contained in the enabling legislation of Alaska Aerospace
Devclopmcnr Corporation, Alasku Housing Finance Corporation, Alaska Industrial Development and
Export Authority, Alaska Student Loan Corporation, Alaska Municipal Bond Bank, and Alaska Energy
Authority. Such authority is not granted to Alaska Medical Facilities Authority, Alaska Railroad
Corp' ration, or other State agencies. Some of AHFC’s and AEA'’s debt ar.d most Bond Bank bonds arc
moral obligation bonds. All of ATDEA'6 bonds are moral obligation bonds, except for the revolving fund

bonds!
At June 30, 1995, State Moral Obligation Debt wasSI1.094,1 million, as shown in Table 1.1, page 6.

State and University Revenue Debt

This type of debt is issued by the State or by the University of Alaska itself but is secured only by
revenues derived from the use of bond proceeds. Revenue Debt is not a general obligation of the Stale or
the University and does not require voter approval. Such debt is authorized by law and issued by the
University or by the State Bond Committee for projects approved by the Commissioner of Transportation
and Public Facilities. This type of debt includes International Airports Revenue Bonds, various University
Revenue Bonds and Notes, and Toll Facilities Revenue Bonds.

At June 30. 1995, State and University Revenue Debt was $81.1 millior, as shown on Table 1.1, page 6.

State Agency Debt

State agency debt is secured by revenues generated from the use of bond proceeds or the assets of the
agency issuing the bonds. The debt is not a general obligation of the State nor does the State provide
security for the debt in any other manner, i.e., by appropriations, guarantees, or moral obligation pledges.
The Slate has, however, appropriated funds to subsidize the interest rate to the borrower in the case of
much of the AHFC debt listed as State agency debt in Table 1.1.

Nevertheless, if default threatened on any such State agency debt, there is some chance the State would
step in. The ties between these agencies and the State - such as their statutory origin and authority,
subjection to the executive budget act and State contracting procedures, cabinet membership on boards,
legislative approval of bond issuance, and. most fun lamentally, achievement of their purpose as a
continuing political goal of tfic State - may mean that the State has or will take responsibility for such



TABLE 11

State of Alaska
State und State Agency Debt by Type of Debt and Issuer
($ Millions)
Total Debt
Principal Interestto  Service to
Outstanding Maturity Maturity
6/3/% 6/30/%5 6/30/%
State Debt
State of Alaska General Obligation Bond:; » 580 S 53 $ 63.3
State Supported Debt
Lease-Purchasc Financings 61.6 175 791
University of Alaska COP 18 1.0 2.8
State Reimbursement of Municipal School Debt Service 386.5 1382 524.7
Total State Supported Debt 449.9 156.7 606.6

State Guaranteed Debt
Alaska Housing Finance Corporation State Guaranteed Bonds
(Veterans Mortgage Program) 6.9 2.0 8.9
State Moral Obligation Debt
Alaska Housing Finance Corporation

Insured Mortgage Program Bonds 3841 552.4 936.5
Alaska Industrial Development and Etport Authority
Variable Demand/Fixed Rate Bones 66 26| 9.2
Umbrella Bonds T 197 1 30
Revolving Fund Bonds 37.0 1 1S3l 513
,  DeLong Mountain Transportation Project
/ | Revenue Bonds. Series 1987A T 963 | 983" 194.8
Alaska Municipal Bond Bank
1976 General Resolution General Obligation Bonds 93.0 271.6 120.6
1980 Series A Revenue Bond 0.2 01 0.3
1982 General Resolution Revenue Bond 11 0.1 12
1987 Series A General Resolution Revenue Bonds 9.9 2.6 125
1988 General Resolution Revenue Bonds 0.3 . 0.3
1989 Scries A General Resolution Revenue Bonds 24 15 3.9
1990 Series A General Resolution Revenue Bonds 11 1.0 21
1993 Scries A General Resolution Revenue Bonds 75 25 10.0
1993 Scries B General Resolution Revenue Bonds 24 1.0 34
1993 Series C General Resolution Revenue Bonds 3.2 0.8 4.0
1995 Series A General Resolution Revenue Bonds 3.2 2.4 5.6
Alaska Energy Authority
0 ~ Power Revenue Bonds # (Bradley Lake Hydroelectric Project) T 1073 1163/ 224.0
[ Power Revenue Bonos #2 (Bradley Lake Hydroelectric Project) T <65.6 66.6" 132.2
Alaska Student Loan Corporation Student Loan Revenue Bonds 253.0 93.9 346.9
1,0%4.1 997.0 20911
State and University Revenue Debt
International Airports Revenue Bonds 46 2 234 69.6
University of Alaska Revenue Bonds. Notes & Contracts 349 178 52.7
811 41.2 1223
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TABLE 11

State of Alaska
State and State ARency Debt by Type of Debt and Issuer
($ Millions)
-(continucd)-
Total Debt
Principal Interestto  Service to

Outstanding Maturity Maturity
6/30/%5 6/30/% 6/30/95
State Agency Debt
Alaska Housing Finance Corporation

Housing Mortgage Bonds 29.9 8.2 3381
Home Mortgage Bonds 13 Ll 24
Commercial Paper 150.0 N/A 1500
Reverse Repurchase Agreements 3.3 N/A 304.3
AHFC-Public Housing Division
Wrangell 221 (d) (3) Indebtedness 0.3 01 04
Series Bonds, Series 2-5 44 N/A 4.4
Voc. Tech. Center, Certificates of Participation 32 N/A 32

Alaska Municipal Bond Bank
Coastal Energy Reserve Bonds

Coastal Energy Loan Bonds 131 84 215
Alaska Energy Authority

Notes Payable to State of Alaska 114.61 NA 184.6

Larson Bay Revenue Bonds 1 B 0.6 ' M ¥
Alaska Railroad 199 25 24
Alaska Industrial Development and Export Authority

Revolving Fund Bonds 161.2 Ma 105

773.0 62.2 835.2

State Agency Collatendlzed or Insured Debt
Alaska Housing Finance Corporation
Collateralized Mortgage Obligations

Series 1989-2 through Series 1990-3 (3) 50.0 1034 1534
Collateralized Bonds 1985 First Series Through

1993 First Series (Veterans Mortgage Program) 3312 621.7 952.9
Collateralized Home Moitgage Bonds 1986

Series A Through 1990 Scries A 1589 225.6 384.5
Gen. Mortgage Rev. Bonds 1991 Scries A, B & C 332.6 336.8 669.4
Housing Development Bonds 1991 Series A

(Stephens Park Project) 55 7.0 125
Housing Development Bonds 1992 Series A 9.0 9.3 183
Housing Development Bonds 1993 Series A.B.C.D&E 30.8 355 66.3
General Housing Purpose Bonds 1992 Series A 1929 236.9 429.8
General Housing Purpose Bonds 1994 Series A 1435 160.2 3037
Governmental Purpose Bonds 1994 Senes A 235.0 273.2 508.2

Secured Bonds/Medium Term Notes
Secured Bonds 1986 Series B & Medium-Term

Notes Scries 1986-1 31 109 46.0
Secured Bonds 1986 Series C & Medium-Term

Notes Senes 1986-2 29.3 1.7 37.0
Secured Bonds 1986 Series D & Medium-Term

Notes Series 1986-3 54.8 16.9 717
Secured Bonds 1986 Senes E A Medium-Term

Notes Series 1986-4 50.8 164 67.2
Medium Term Notes Senes 1987-1 192 2.0 21.2
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AUika kulng Fln»nct Corporatlon

d Outstan
(Include* the PUb|IC Homln DIVU|OB ofAIIFg Formerly ASHA)
?con tinued) o
Date Amount Quistanding ~ Interest Final
BggdErggnun I Issed 630R Rate MaiuntY
<~k
HUD Turnker Note* Payable \Vaias 47091 47081 ) N/A
Vaias 29286000 2614.148 N/A
Mutual,-l 5) nggt eﬁable Various eecy ) eecy v NA
Wranyll 221 (d)J Indedteoriess 9/1/36 66300 29151 g1/07
B/U625 3798016
Other AHFC Public Housing Division Debt _
IssesIssedadPad AT \arias 124.267.985 Various
ToUl Public Housing Debt 200254270 0413016
TOTAL ALL AHFC LONO-TF.RM DEBT 3 1014172814 S 22%60BX6
Short-Tenn Debt Qutstanding _
Gomrerdd Papr \Vaios S 15000000 5 150000000
Raverse Rpurdese Agearats Varias 313350000 222000
Total .Short-Term Debt 4B3E000 J 454282000

W%ﬁmﬁ&smasofmm Bt QnitdPrppirits

4. Alaska Industrial Developmentand Export A uthority

The Alaska Industrial Development and Export Authority (AIDEA) is a public corporation
administratively located in the Department of Commerce and Economic Development but with
separate and independent legal existence. Created in 1967. AIDEA promotes economic development
within the State by:

* providing loans for industrial and commercial projects;

* owning and operating certain types of infrastructure facilities;
* guaranteeing loans for export transactions; and

- guaranteeing business loans.

\l The Suite’s moral obligation stands behind the: capital resarve funds which secure certain bonos issued ®
N AIDEA. Hownewver, snce 1990, ad in the future, bonds sald, other then refunding bonds, are the
ol Bipiion BF ADEA F¥ BNy eepilel e fird (s het hale e meral cblipglitn of de

Sate of Alaska, unless specifically provided by legislation.

The Authonty has covenanted that it will not incur any General Obligation indebtedness causing
fulurc estimated net income (as defined in the bond resolutions) to be less than 150 percent of the
General Obligation Annual Debt Service requirements in each year and to take no action to cause its
Unrestricted Surplus to be less than the lesser of S200 million or the amount of General Obligation

7T



Indebtedness outstanding and in no event less than $100 million. The bonds cuuenlly outstanding arc
secured by full faith und credit of die Authority and certain bonds maintain the State's moral

obligation, attached to a Capital Reserve Fund.

During 1988, reductions in the cash flow from AIDEA's loan portfolio reduced projected debt service
coverage below 150 percent. The reduced cash flow stemmed from loan delinquencies, modifications,
and foreclosures associated with Alaska’s economic recession. In response to the declining debt
service coverage, AIDEA defeased $78,295,000 of its Economic Development Bonds and
Consolidated Bonds by deposit of $91,269,000 of U.S. Treasury securities purchased with AIDEA's
general assets into an irrevocable trust. None of the defeased bonds remain outstanding.

During 1994, AIDEA defeased $23,840,000 of its tax-exempt Umbrella Bonds and its Taxable
Umbrella Bonds, in order to improve its projected debt service coverage. All of the bonds chosen for
the defeasance would not have been eligible for refunding.

AIDEA bonds arc rated A by Moody’s and A- by Standard & Poor's. (Standard and Poor’s rates as A
the bonds with a state moral obligation on a capital reserve fund.)

a. AIDEA currently offers six programs as follows:

The Tax-Exempt Loan Participation Program can provide up to $10 million for financing
economic development projects. This program in the past has been referred to as the "tax-
exempt umbrella bond program’” because many small projects financed under this program
were grouped together when AIDEA issued bonds under an "umbrella”. The bonds arc tax-
exempt by virtue of the small issue exemption in the federal tax code.

AIDEA does not directly loan money. Proceeds of the bonds or authonty funds arc used to
purchase up to 80 percent of an eligible loan from financial institutions. The Tax-Exempt
Loan Participation Program combines the Economic Development and Consolidated Bond
Programs that were previously separate and which financed participation under and over
$1,000,000. respectively. AsS of June 30. 1995, AIDEA hed issued $292,920,000 of Tax-*
Benpt Bond* (exduding refunding bonds) to fund loen participation pudheses, of whidh)
$71,420000 were outstanding (including refunding bonds).  All of the outstanding Tax#
Exeyat bonds currently outstanding heve a capital resanve fund with the Slate's mordl t
obligation attached

ii. IflAabig-LgjMLEaaifipaiignJPrQgram

In response to escalating federal restrictions on tax-exempt bonds, AIDEA has implemented a
taxable loan participation program; the program uses bonds or Authonty funds to purchase
loan participation. The provisions of the program are the same as for the Tax-Exempt Loan
Participation Program except for die deletion of restnctions related to federal tax-exemption.
This program was previously called the Taxable Umbrella Bonds Program. The only bonds
which have been issued under this program were issued in 1987 in the amount of
$14,540,000; the remaining amounts outstanding were defeased dunng 1994.
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AIDEA acts as a conduit in the sale and issuance of bonds on behalf of private borrowers who
secure the bonds under the Revenue Bond program. The bonds generally arc sold by private
placement to the financial institution originating the loan rather than by public sale to the
highest bidder. Part of the demand for the program arose from lenders who desired the tax
exemption on the interest income. The elimination by the Tax Reform Act of 1986 of
deductibility of bank interest expense allocable to holdings of tax-exempt obligations has
greatly reduced demand for this program.

AIDEA docs not participate financially in the Revenue Bond projects nor arc the Authority's
assets or credit pledged as security for the bonds. Bonds issued under this program arc not
considered to be obligations of the Authonty or the State. They arc considered to be
obligations of the private borrower only. Furthermore, tire State’s moral obligation docs not
stand behind these bonds.

Most bonds under this program arc tax-exempt by virtue of the small issue exemption. A few
have been exempt facility bonds. Prom inception to June 30, 1995, AIDEA has issued 290 *
Revenue Bonds totaling 5601,262,230. The Authority is authorized to issue revenue bonds tay
finance the continuation of power transmission interies to be owned by electnc utilities in a /
collective amount not to exceed 53,000,000.

Dev Moomort Fnance Progam

Alaska statutes authorize AIDEA to finance development projects that it intends to own and
operate. The types of facilities the Authority may own or operate must be for use in
manufacturing, natural resource extraction, transportation of products or materials, or
infrastructure for tourism destination facilities.

Bonds for projects to be owned or operated by AIDEA may be secured by the project, project
revenues, specific assets of AIDEA's economic development account, or AIDEA's general
assets. They can be general obligations or revenue bonds of the Authority

J/Mjyalatioa enacted in 19&5 authorized this program and authorized a bond sale of up to
S175.000.00Q to provide financing for the DeLong Mountain Transportation Pro:;.: lhe
project consists of a road and port owned and operated by AIDEA to facilitate the
development of the Red Dog and other mines tn Northwest Alaska. S103.2fU.IXXJ of such
bonds were issued dunng 1987 and $76,300,000 were outstanding as of June 30, 1995.t The
capital reserve fund associated with these bonds cJunes the Stale's moral obligation.

The 1990 Legislature enacted legislation authorizing the Authority to finance, design and
construct or reconstruct additional Economic Development projects, which hase subsequently
been completed:

(al The Legislature authorized the issuance of up to 525.000.000 in bonds for the
reconstruction of a public use ore terminal in Skagway, Alaska. A 525.000.000 bond issue
was delisered in December. 1990. As of June 30, 1995, 520,255,000 were outstanding.
There is no Suite moral obligation on the bonds.

(b) The Legislature authorized the issuance of up to SI0.(XX).(XX) of bonds for the



Vi

construction of improvements to the City of Unalaska Marine Center. The project was
completed in late 1991. $7,(XX),000 of bonds were issued in December 1991 to finance the
project; $5.670,(XX) of bonds were outstanding at June 30, 1995, with no State moral
obligation attached.

(c) The Legislature authorized the issuance of up to $50,000,(X)0 of bonds for the
construction of u multi-bay aircraft maintenance facility to be located at the Anchorage
International Airport. No action has been taken, and issuance has now been postponed
indefinitely.

(d) The Legislature authorized the issuance of up to $85,000,000 in bonds to finance the
acquisition, design and construction of aircraft maintenance and air cargo/air transport
support facilities located at the Anchorage International Airport. Construction of a
$28,000,000 aircraft maintenance facility began in August of 1992 and was completed in
1995. Bonds were issued in September, 1992 in the amount of $28,000,000. At June 30.
1995, S27,225.000 was outstanding, with no State moral obligation attached. The remaining
authorization is still outstanding.

(e) The 1993 Legislature enacted legislation authorizing the Authority to issue bonds not to
cxreed $40,000,000 in principal for financing, design ar.d construction of public use aircraft
fueling facilities, to issue bonds not to exceed 550,000,000 to finance the acquisition, design
and construction of port facilities related to the development and operation of a direct
reduction iron ore processing facility located at Point MacKcnzic. and to issue bonds not to
exceed a principal amount of S50.000.000 for an Anchorage seafood processing, storage and
loading project. The developers will use a private source of capital for the aircraft fueling
facilities; developers of the port facilities have determined not to locate at Port MacKenzic;
and the seafood facility developer continues to seek additional capital sources to allow the
project to proceed.

(D The Authority is authorized to issue up to S20.000.000 of bonds to finance the acquition.
design and construction ot the Kodiak rocket launch complex and tracking station and the
Fairbanks satellite ground station space park.

Expon Assistance Program

1987 Legislature authorized AIDEA to guarantee up to 90 percent of principal and interest on
loans made to finance the export of raw materials, goods, or services from Alaska. The
guarantees arc against political or commercial loss. No loan guarantees have been issued
under this program as of December 1,1995.

AIDEA may issue bonds to purchase insurance to cover its guarantees. The bonds may be
secured by premiums paid by the borrower, bond proceeds, the insurance purchased from
bond proceeds, or other assets of the Authonty. The bonds would not have the State's moral
obligation attached.

Butiflcu Assistance.Program

Thu program was authonzed by die 1988 Legislature. The program is more commonly
known as the AIDEA loan guarantee program and provides a guarantee of up to 80% of the
pnncipal balance to the financial institution making the loan. This added degree of support

" — — J9
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can make the project financing, refinancing, and working capital loans available for projects
that might not otherwise be financed. Borrowers apply to the bank, which in turn submits an
application to AIDEA. Guarantees up to S1.000,000 are made on loans for real property,
equipment, or working capital for projects that stabilize the economic base or create or
maintain employment. A streamlined approval process targeting entrepreneurs in rural areas
provides guarantees on unsecured loans of $75,000 or less. This program is also used to
guarantee loans up to S200.000 under the Rural Economic Development Initiative Fund
administered by the Department of Community and Regional Affairs and supported by
AIDEA.

b. Bflnd-AuihoriHRgp

AS 44.88.095 places a statutory ceiling of S400 million per fiscal year on AIDEA annual bond
issuance. AS 44.88.095(g) requires legislative approval for the authonty intends to issue, except

for refunding bonds.

c. Federal Tax-Excmption and Ceilings

Most of the types of tax-exempt bonds issued by AIDEA became subject to a federal Pnvate
Activity Bond (PAB) ceiling of $200 million per year in 1984 Effective August 15. 1986, a new
ceiling was established by the Tax Reform Act of 1986 (the “Act™) at the level of $250 million for
the remainder of 1986, $250 million for 1987, and $150 million per year thereafter. The new
ceiling encompasses not only the types of bonds issued by AIDEA (exempt facility and qualified
small issue bonds), but also qualified mortgage bonds (a type issued by AHFC). student loon
bonds, and certain other kinds of tax-exempt bonds

There arc important exemptions to the PAB ceiling, specifically airports, docks, and wharves if
the facilities are owned by a governmental unit. AIDEA is a governmental unit for this purpose

Pursuant to the Act and an Exccuuvc Proclamation issued by the Governor on November 24.
1986, half of the 1986 PAB ceiling was allocated to AIDEA and half to AHFC.

By Resolution No. CF 86-1, the AIDEA board authonred the carryforward of the $110.2 million
unused portion of AIDEA's $125 million allocation of the 1986 ceiling for the purpose of issuing
qualified student loan bonds. The Alaska Student Loan Corporation requested a ruling from the
IRS to permit use of this carryforward for their 1988 Senes A Student Loan Revenue Bonds The
IRS niled that the Alaska Student Loan Corporation cannot use a canyfoiward elected by
AIDEA. The carryforward was lost on December 31. 1989 since the act requires use of a
carryforward within 3 calendar years of the year it arose AIDEA did not issue any bonds subject
to the PAB ceiling and received no allocations of the ceilings until calendar year 1992 when it
received an allocation for. and issued. $975,000 in PAB bonds

ihe Authority received acarryforward of 1994 bond cap allocation of $100,000,000 At June 3U
1995, $91,980,000 remeins unused *
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TABLE 35

Alaska Industrial Development and Export Authority
Type of Debt Issued

Economic Taxable Revolving

Calendar Development  Consolidated ~ Umbrella Umbrella  Development Fund

Year Bonds Bonds Bonds Bonds Bonds Bondi

1981 S 75145 § e S - $ S - $

1982 11.660 14.520 .

1983 28.380 33.815

1984 26.240 24.340 :

1985 56.700

1986 14.100

1987 14.540 103.250

1938

1989

1990 25.000

1991 7,000

1992 28.000

1993 25.265

194 11435

1995 17.845

S 1414 S 72675 S 70800 S 14540 S 103250 S 114545

Alastui PuWc 0e6f 1995-1996



TABLE 3.6

Alaska Industrial Development and Export Authority

Debt Issued and Outstanding

TAX-EXEMPTUMBRELLAPROGRAM
Economic Development Bonds
Series 1through SO
Senes 51 through 216

Series 217

Series 218 through 231
Series 232 through 238
Series 239 through 265
Series 266 through 299
Series 300 through 331
Series 332 through 351

Consolidated Bonds

1982 Series A

1982 Series B through D
1982 Series E through F
1983 Senes A through F
1983 Series G through M
1983 Series N through S
1984 Series A through |

Umbrella Bonds
1984 Senes A and B

I985A (Lots 1-8)
1985B (Lots 9 - 44)

1985C(Lots45 -68)
1986 (Lots 1-20)

DEVELOPMENTBONDS

DelLong Mountain Tiimportation Projection
Revenue Bonds. Scries 1987A

REVOLVING FUND BONDS
Skagway Ore Terminal Port Facility

Unalaska Marine Center
Federal Express Maintenance
Facility

Refunding

Refunding

Senes A (Refunding)

Senes B (Refunding)

Total Bonds

Date

4/1/81
10/15/81
8/15/82
10/1/82
12/1/82
11/1/83
12/1/83
7/1/84
12/20/84

4/1/82
10/1/82
12/1/82

7/1/83
11/1/83
12/1/83
11/1/84

10/30/84

5/15/85
10/21/85
12/19/85
12/19/86

8/6/87

2/1/87

12/13/90
12/10/91

9/30/92

6/3/93
3/30/94

3/17/95
3/17/95

S

Amount
Issued

17.640.000
57.505.000
930.000
7.395.000
3.335.000
11.950.000
16.430.000
13.120.000
13.120.000
141.425.000

2.975.000
4.465.000
7.080.000
14.445.000
11.650.000
7.720.000
12.140.000

60.475.000

12.200.000
15.650.000
24.245.000
16.805.000
14.100.000
83.000.000

14.540.000

103.250.000

25.000.000
7.000.000

28.000.000
25.265.000
11.435.000
9.823.000
8.020.000
114.545.000
517.235.000

Bonds
Outstanding

6/30/95

6.645.000

6.575.000
5.730.000
7.430.000
26.380.000

96.300.000

20.255.000
5.670.000

27.225.000
16.405.000
10.790.000
9.825.000
8.020.000

, 98.190.000
| 220.870.000

Souree: Amual Ryportand Areciall Saterents, lanous yaars, Aleda rdlstrial Davelgorentand BqortAulhom



First National Bank
of A\nchorH|(r

March 14. 19%

The llonorablc Senator Bert Sharp
Alaska Slate Legislature

State Capitol

Juneau. AK 99801-11H2

Sent Via Telefax Number: 907-265*2070
Dear Senator Sharp:

There are several pieces of legislation (Senate Bill 222. SB 222 companion bill House Bill 425.
and House Bill 526) moving through the legislative process in Juneau that affect the Alaska
Industrial Development and Export Authority (AIDEA) and the financing programs offered
through AIDEA. The banking industry utilizes the financing programs of AIDEA extensively
lhe Alaska Bankers Association (ABA) requests your support of AIDEA legislation

With recent changes to the Small Business Administration's loan guarantee programs, a void has
been created which makes it more difficult for small businesses to access capital for start-up and
growth Therefore. | would encourage you to make changes to the AIDEA business assistance
program to better serve small businesses throughout Alaska These program changes include
extending the sunset date of the program, allow AIDEA to guarantee interest for certain period (i.e.
120 days), and amend the business ownership requirement to benefit any business conducted in the
state.

In addition. AIDEA no longer has the ability to issue bonds, which seriously hinders AIDEA's
ability to participate in small bond issuance's for business and development projects | encourage
you to ensure that this ability is reinstated so that AIDEA can continue financing business
development in Alaska  AIDEA play's an important role in economic development and with oil
revenues declining, the banking industry views AIDEA's role becoming ever more important to the
economy of the state

Please let me know when | will be able to offer testimony m support of AIDEA at your Senate
* mug on behalfof the banking industry

Richard C Enbcrg
Executive Vice President
Corporate Lending Division

RCE/cgl

64A West 4th Avenur+ P O Box 100720 « Aivchof*|c. AUika W 10-0720
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A\ e r n o r S

DEAN ALASKAUS,

As Govilnor ol tho State of
Alaska, creating jnlis for Alaskans
Jltd dtvetsifying n:ir economy
have Im-aii two ol my highest
priorities Wtil* tho oil and gas
industry will rontinuo m pl iy a
doiiiitiiirit role in our state's
economy for many year* to come,
we know those resources are
finite M\ tlinst continue to look
at other oppotuimttes ro keep our
economy growing. and nuttiire
businesses involved in (ourtstn.
fishing. the development ol othet
natural rosaimes and value-
added products

AIDEA was established in
1*117 to advanre Alaska's
< orionnt prosperity and <teate
jobs lor Alaskans Its- .erall
ntisvon is iwiefuld AIDEA helps
de\. lop the mitastrtiMttre the
state needs to supjioM ptivate
$»tor d>vel(ipm™ nt building
suih projects as roads. XN
[nr.str plantsaru! .input
[itmlles AIDEA ib-mm uks wall
the (manual i miununicy to
pto'lde lotKpti I capital »uUp-
state's tmnnu-Ktal t atanunify
[ ttit” Il 1 businesses I uge ..rill

sn.ail

LETTER

AIDEA's tole has grown and
changed over tho years. Today it
is financially strong and well
positioned to help finance
Alaska's growth into the 21st
rentuiy It remains a stronq
partner in its work with Ihe
legislature. tho state's finanrial
institutions and the business
rominumty

Wk ate pleased lo present to
you this tepott on AIDEA's
programs and activities over
fiscal Year 111%

Smovtely.

Tony Knowles

Govemot
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AIDKA played.) key tnle in
inf <riryj the state's need (nr lom*
it rin tmnmetn.il linarifimj in
liv.il Yeat funding Sl
nullum in loni participations

Tinlvolume of luinmt u ml lo.ni
Jriivny emitmued to reflect the
ongoirni growth in te*vision

industry AIDKA Iipl|x d finance

Jitr.ciion in Juneau, and provided
ussisi.uk lor m.iny sui.iller
ptoletis nimiiid ilio Mule An
Aiiihoiity km i uiitipiiion t Ipoi
presolve Koli ik\ se.ik-I
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sin,ill electronics store ik <ded
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preserve 100 industry johs and
keeps intact a contract to ex>ort
Alaska cual to Korea through 1995,

In August, 1095. AIDEA signed
a new contract with Anvil Range
Mining Corporation, reactivating
the Skagway Oie Terminal, which
provides year-round jobs lor
Alaskans The facility was closed in
1999 when the original operator
filed lor protection Irom creditors
and was later liquidated

lu Northmest Alaska. Cominco
Alaska Incorpor *'ed. operator of the
Red Dog Mine, reported significant
new ore deposits that may extend
the mine's operations by two
decades or more AIDEA has been
asked to investigate the feasibility
of enlaigiriq the ore concentrate
storage building and other port
facilities lit the Authority-owned
Del.ong Mountain Transportation
System iDMTS) DMIS mi hides a
poir and read tosupjwtt tti'* mute
mihe KotV bue ar> i

Tfie Authority completed a
nuilnr investment in the state’
ttatisiwrtation system when
federal Express moved into its
new aitcratt maintenance tanlity
mAmhota  International

Aitpott Ih< Linlity stietigthwts



Alaska's position .is an
intornation.il air crossroads by
expanding available? sunic.us. |l
also creates permanent, high-skill
jobs <ind brmrjs to Aliska a pilot
Imsc* tor MD-80 aitcruft, providing
L(iter, infusion of income into
the state's economy
Early in 1995, AIDEA was asked
to provideladditional financial
assistance lor MarkAir. The
Authority's Board unanimously
an opted the recoinmendation ol a
special Blue itibtvjn ( ommission
th it examined tho aitliiie’s lerpiest
for a $40 million loan guarantee
The Commission rerogniml the
many economic benofts MarkAir
brought to Alaska, but comludod
that the risks associated with the
proposed financing were too great,
and the request did not tail within
any ol the Authority's statutory or
regulator- -logjams
L'nfottunaiely, the .inline
ontmued its Alaska operations

mwvmg only us subsidiary to

. peran within the state
AIDEA lixd.nl to the future

when ir hegan work with the
Alaska Aerospace' Development
L rj" Uation to study the feasibility

* developing a Satellite lautit h

facility on Kodiak Island and a
satellite iracking facility in
fairhanks The Kodiak haunch
Complex offers a number of
advantages, including its sale,
nearly unobstructed Tolai launch
/ones lor low Faith orbit satellites
Fairbanks offers advantages lor
providing satellite tracking,
telemetry and data retrieval
seivin swith its successful history
ol launches .it hiker Hats, and its
siaie-of-ihe-ait Arctic Region
Sape [computing Cen'er

Cotfur ii* Alone Mini s
Corporation has approached AIDEA
about the possibility of financing a
portion of the Kensington Mine
Prgect The mine, which is located
outsid™* el Juneau, would cteite
610 jobs, including 360 dirts r
mining positions Construction is
estimated to cost approximately
SIK5 million, and the inme is
exjx in d to be commercially viable
lor 1"V as AIDEA partic gwtion
would most likely be in the
fin.innng ol solid waste dwjxjsal
laciliti* s (“'mine tailings") md jxiwer
generation lacilities

The City "11uni lias ig Zi.h t
AIDEA " ii quest finir.c.ng

assistant<«(a an indiism 4marine

facility. The project concept includes
private sector investment at an
industrial park lacility, similar to
AIDEA's involvement in tho
expansion ol the Unalaska Marine
Ctmter

Additionally, when the Alaska
Legislation restructured the Alaska
Energy Authority (AKA) in 1993, it
lurried oversight responsibilities lor
AFA-owtiet! projects over to AIDEA,
and directed AEA to transfer day-to-
day operations ol its projects to the
private? sector. Local utilities now
gH-ate all six of AEA's hydroelectric
projects, The Authority continued
discussions with Railbalt utilities on
the northern and southern intertie
projects, hut progress has been slow

AIDKA appreciates ihe continued
support shown try Alaska's residents,
lawmakers the executive branch
and lire business community. In the
years ahead, we look forward to
continuing our mission of advancing
the general prosjiertty €| thelpeople
ol Alaska

Respectfully submilted.

William H (Rtley) Umn'll
Executive DICXtOl
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DEVELOPMENT PROGRAM
ac F1ViTies
HEALY CIl t AN COAI

PROJECT

Construelion began in May
on the Healy Clean Coal Project
near Denali National Park The
$267 million project i (insists ol
a power plant using a
coinhustion system that hunts
(.mil from adjacent roal fields in
stages to minimize air
pollution.

The three-year ronstruction
phase will support
approximately 2(10 jobs Once
in cuiinnerital opei.ition. tx*
facility will provide Interior
Alaska with a stable source ol
low-priced electricity, iieate 35
to 10 new ]Job>in Healy and
augment aging coal-powered
gcneratois

mic Clean ioal projece giew
out of a nationwide coinpetition
to icsi new technologies to help
solve the intc rriatioiial piobleni
of atid rain Alaska was
selected .is one of 13
demonstration sites and

received i SIP million ledetul

grant to help support the
project. The plain will link
Alaska coal directly to an
environmentally sound
technology, thereby increasing
the attractiveness of the states
large coal reserves on Hie

export market,

EEDERAL (XPRESS

AIRCRAFT MAINTENANCE

fACILITY

Federal Express moved into
the aiieiult maintenance facility
at Anchorage International
Airport in the spring of )9!)5.
The AIDEA-owned facility
strengthens Alaska’s role .is an
international air *rossroads,
and suppoits Anchorage
International Airport's position
as the nation largest mport in
terms of landed caigo weight
It also creates permanent,
high-skill jobs
The 1.Kilny accommodates

wide-bodied aircrait enabling
Federal Express to provide lux
maintenance on us fleet of p-is
and oiler routine tnaintenam e

for other air larriets Federal



Kxpil'SS qourilCsS tin
iiitotnational package-sotting
facility at Anclioiacjo
Internalional Airport, and
tncounts lor morn than 270
landitKjs a month.
The lacility w<is financed
through the sain of tax-exempt
bonds sold by the Authonty and sii e
invested cash, and will he
repaid by Federal Express

through user fees.

SKAGWAV onf TERMItiAl
With metal prices moving

upward. Anvil Kange Mining
Corpotation. owner of the Faro
Mine in the Yukon Territory,
negotiated a contract with
AIDEA for use ol the Skaqway
Ore Terminal The agreement is
tho lost lime an AIDEA
development project lias

<vnlved into a second*

_ or.THt m LAY, | pm N IfT AI(TI* AJVfol(f 2'; I:]:ré‘
generation use N v | dsiRaa-a» A 5fAHLL_SOU"t
The lacilny serves as .1 u \i 'D‘EO%“}’JHJ,}

warehouse and ship loading
operation lor ore ronrentrates
i xpotietl from the mincral-nTh
Yukon Territory and northern

litittsli (olutnhia to
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international markets. AIDEA's
ownership ol tho terminal
enhances Skagway's ability to
compete lot the transshipment
ol ore concentrates and the
backhaul of supplies to the
mines.

AIDEA purchased the
terminal it11990 to help brim)
stability to Skagway's major
year-round industry and to
lund environmental
renovations. The lacility was
closed in 1993 when the
original operator filed (or
protection from creditors and

was Intel liquidated,

CREDIT PROGRAM
ACTIVITIES
MOUhT ROBERTS TRAMWAY

Construe non began in the
Slimmer ol HIPS on the Mount
Huberts Tramway, a major
addition to the visitor industry
infrastructure m Juneau The
train will iairy people from a
base lacility adjai »nt {0 he
11lms.+ ship dock |0 a viewing
platform, restaurant, shops and

Native' cultlllal i enter at the*



j,756-loot level of tin;
mountain Tram developers
expect tho project to ho
completed in timo foi tho 1996
tourist season Sixty jobs will
ho created at tho facility
AIDKA will piovido SH6
million in long-icrm linancing
tor tho piojoct 1lho ttamway
and lolatod facilities are owned
by tho Mount Roberts
Development Corporation in a
limited partnership with
(ioldbelt, hit. the Name

village <oi pot.ition for Juneau

oca'ihia mouse

|'otoishunt's historn Scandia

A ft M MOTOItS

An AIDKA loan paituipation
of S1Hmillion helped tho
state's Icading recreational
veliit lo dealership expand into
i new fatility in Aiu hnrage
l.ocatod adjacent to its
hoadquaitors Intilding, AM Ms
new 17,820-square-foot
i omplex im ludos a sol viee
department. + n additional
showroom, a large parts
depaitment .and business
offices A B Mhas In*nin
business siiue 1969 and its
latest expansion floated

another six jobs

*s MtitA riAo

icii’atiti*4 nii»'tt> mi

to r »n  :t*st)iA M'liea er>'*. is_u riHCNsr

pa;is is imi

tel  VICIION sia.'j'i

POTENTIAL DEVELOPMENT

PROJECTS
Clrr OF CRAIG

House reopened m tho Summer

ol 1995. pisr months after it

was dosttoyed by fire Tho new
[2.iI0U-sgiiaic-fooi hotel
lantains 21 quest rooms .md
rot ul space AIDKA provided a
Sl million h m painr ipation
Oiitpii.illy huiit in 1906, the
S aiuliii House serves
Duet shunt's trowtnq visitor
industry, and is listed on the
National Hegister of Htstoru

I'tnpertu s

The ( ity ol Cldiq
approached AIDKA to Imam «m
and huild a pubhi W« dm|. and
mdusttial park One o the
lasiest-gqtnwmg an as in the
slate, the I'lltice ol V. lies
M.md community wants to
improve its seamed and
hoatimi seivitis 1in proposed

development would in lude a
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Im,it launch ramp, (auseway,
staffing atpa with a 300-loot
(loci; and a developed industrial
park for cannery and luel

service lacilities.

KODI1AK. LAILNC NI FAC. 1l 1 1V

l.egislation in 190S piovided
AIDKA with niilliori/ation to
issue up to $20 million in
honds to linanco the
development ol the kedluk
taiiiin h Complex on Kodiak
Island .ind the Faiihanks
Satellite Span patk AIDKA is
working on the project in
conjoin non with the Alaska
Aerospace Development
Corporation Il due diligence
finds the proposals financially
viable, Alaska could develop
the lust iion-lederally run
comtneiiial launch range in
the United States As
pioposed, the Kodiak facility
would launc h small rockets
With satellite payloads up to
hnidlJ pounds into low ¢ aiih
polar otlut [IIn* satellites

would provide

i einmuiiicaiions, reinote

sensing and xiontific:
inlornuition The satellite
ground station in Fairbanks
would handle tracking and
telemetry services lor the
satellites as well as the
down-linking of data The now
high-technology privah
industry would create
substantial year-round
employment in a field with
eiioimous potential lor growth,
and would position the state to
attrac t othel aerospac e-related

industries

POTENTIAL ENERGY

PROJECTS UNDER REVIEW

SNETTISHAM

Legislation remains pending

in the U S Congress
authorizing the sale of this
Vfj-megawatt project to the
state Snettisham serves the*
Juneaii-Douolis area and
would he*opciated by Alaska
Electric Ligltl and Nnver The
estimated cost of tho project is

currently $7> million



GOAF i AKL
HYDROELECTRIC PROJECT
Tins fi-inogawuit proji. Tl near
Skagway would ho oporatod by
Alaska Power and Telephone
Tho estimated cost ol Ihe
project is S7 million io $10

million

NPPLE CHILKOOT IAKI
[ITYDPOrLFCTFMC PRO *f &'
An economic and Imancial
feasibility review is undei way
on tins 2 b-megawatt |>igje<t
near Haines which lames an
estimated price tag "'l $12

million to >H million



IH

AIDKA piovidcs Ccipital o
finance economic growth In
Alaska. Propels financed by
AIDEA range lioin multimillioii
dollar ports io working capital
loan guarantees for small
businesses All AIDKA projects
.mil Imam inn must be
economically feasible Projects
must enhance tho ernnomy of
the* state and provide or
maintain i bs for Alaskans The
projects ir. jst also demonstrate
"t ibilitv " repay th* ir debts
These criteria vvcie st by the
Alaska Legislature when AIDEA
was established in Pt/

AIDEA% variety ol financing
mechanisms allows it to
provide firancimj lor a wide
jrtavolp: nts The Imammg

mechanisms are

it . ttOI'MI\* *tr/\* |

A« |t, ] noytjlla =
A ac LA
Tluotmr ?it.s program
AIDFA m i- *wn arid ope rat*
preje. fs It * trting economic
Diehts t" 'he |[H*pe d
Alaska See tlptojeits typically

preside lld'astructute Mjp|W!'t



Al D E A S

(or rosouh.e utilization
development To qualify for
AIDEA financing, < project
must hr compatible with the
Im >l economy .ind endorsed by
the Im il government |Tnjei ts
must also be Imam lally
feasible In niher wolds,
revenues from user fees and
leases must be sufficient Ik

n ; jy t**iosts ol the projcr f
I'r mmts requiring iror™ tfi.m
$10 rmlbnn in Imam >® must
r*1«ive statewide support

thn qgti ait authoii/atmn from
the Alaska | eijislatuie
Examples of prnjetts financed
tor* ugh AIDEA's development
be irue progum im lude the
H tjeral Express Aiti ratt
Maintenance li< ility Heaiy
(mani it Tnei 11 DelLong
M.iefdam Tr.ttisp rtati.at
System (pi d Dog m.ne p<it
and t-' td- Slagw.iy Ole

T im.n i ami *nifas» i Mal-tie
(enter inssible pro. is
currently bemg irmxi.ietid
include an induslii.i' muihe
velite! piusei tin 1 fa>l in1the

k.si al I.mili n Eti ibtv

LOAN PARTICIPATION
PROGRAM
The loan pattu ipation

program provides lomt-tenn
financing to Alaska businesses
lot new oi existing projects. oi
lor the toiinai.cimj ol existing
loans AIDEA parlii ipation may
tal.il up to HOpercent ol a loan
oi updated by a commercial
lending institution, v.ith total
[afliripation mi to eve. d $10
million 11>t is finance d to
date im lude a large variety ol
commercial | . ilities timjmg
from office baildings
warehouses and retail
eslahlishmi if - to fiOt I'"
fishing vessels arid

manufacturing (utilities

gu11lUiss A: :BrAtcE
pnoleP AH.

[ll.- lea .j.iii.mt.e program
llev a s In it nil institutions
lipto IIHOg. nt quuM N tei
*ath pnm ; Ablat.c of a
(all AIDEAS% allied degiee o!
MpjH1jt (an ft li< plea >*
Immdiiq t.?;tum;tiq ml

walk.: [(i, i NIUtMU’ < up

P ROGRAMS

. . m IhIt" Jy oriof &
a_A-ea in",is>, ;0 TR Me o piibai
> |«||a IMIAUSC JuDIBD|*) djn\/l is

thn*p»ic I, *:ti*. c«t*nc im IOA trui

e«»C  *hi ."IMMI'so* m*« tO

e eyl MSlM\/ FIhN\/CI

> - A scnlllg b is loa ﬂwﬂn



tS " AUt e'Uri
* jhiimh Yoy "I >«i
sumtmvifti u'Hix.t
< sufoj iitu Miuunmsut
Pmim*utj >n sMini'ii ntj
«ipl.MHI) )3 >pi9l IN7iuiliMIAIE
SHYIEY il
(1 pitlittSOp S Ullii/ZI<l sll||

WV«90i».i
UHV1S15SV i70.ixI

00QOOZS |
<ii 10) .ililiiii].i sjomojXH dJom
<o (HIM COO00IS o>l

viii. }«li sjrut emj we
«il shiaijs «ioi|'|i;»,ii [nijit ;
diji jur urnj L <ii
MIU» jrntioyili ~ jlliy  «»
i U !
I- s is>% ijnil \-j kj i«r
[i<li] -"ii; L] w-.ii"
slyisinj H vuiver
HS1J |[* MBS HU'T  >li
i Lisfjy ji'jnj ui s Llin jjm jii.
ity Pim il U e
n| pil I(H] M tIM)»i|l) U
"lil V3UJV *I»'vu' nunlUHi
ui [yu HI) M=JIV I’ 3" uh
pogp Aimriiiimnj pi jy mmi tyj
Jtjl V) pi).i|siytui| i
S Bin* ?»,i] ui e»in)i ® pij
X |My|silqitis. m v jjijvi
"U UKIti) AiMP"j-u|
iu lunlujis i(j ji'iiiy -~ in» 10
QI Uirdtmlii JJUPISISS!" ss.misr
S|l VIMI o\p* V3QIV P'in1
hjAmu iljii|«ijffM) 5;i$iu Ji
mh-h| Itd s.Miui'U'iiij s.ipi.vijj
SiMiv n'iiu in sin »uml uiu t
pile s.iss.iuisnq inliis
isissc oi p iiobii'l uii'ilioiii
(i.itii|Uli Mj|s v liiiuui'Uij
|d ji.miiun | tiicign .isi.smiijiu
loti ii|l)i'ii DYv. siiiv.tu joi)

li| «Jq1itEM> T00TEIL ) (il

» TIf

v ik *ia

.V Alai

m ) # i'lln

DE}

u». .

&« <

S
* . Mil

11" 1tl wm.

LUSFRE Y] e

it LUiftl dbee a
.r .llalHIti a a la, .

L 21.% ld o »lj|t

<! ala'*.
I~.

| sdivr. 1

il i di- -ji .. tit
EETITERE R
clmcrtirirtialt » o v



INDEPENDENT AUDITORS" REPORT

tor fio'Mi of tunir Kw>

AlA'.A ImDUOTHIAI tu VI I iPMTffIf Afill f«ffIMf * flmom | T*:

Wo hiive audited the tniumpanyini) combined li.iliinto sheets ol the Aliski Irwlustriil Development .mil Fxpmi

Authority Hivolviw) Fund IA (tonpmieiit Unit <f the Stite of Aliskil i. ol June ill.llNdh 1 «uul the lelited
(omhtnet! st>temenls ol income .uul returned ¢ tmints. rh.im|e. inequity, and rash flows IM the wits thin ended
Thesi iomhmedfinmwi.il statements are the ieifwinsihilityof the Alaska Industri.il Development and Bxort

Authority's ni.inigement  Qut responmhihtv t>" + xpn ss on opinion on tin v lomlined Imont nil statements hased on
our audits

We. .ndiifti I our audits ir. .uiordunre with ii>+ta'ly < pi*d undiiing tnidjrd. Three standards Kq lit* that w
plan anti > tform the oud.i to otiiam teowinih'i .isuramea it viwtiwr the Iniituiil «tdements a< It"" of matenal
hast peinint Ao -eila ireludi s | mmummt s -thaws.+. ho «supj itimg ttw .imounts and dis<e.X*Sin tin
Imam1d stall merits  An >ulit it »uwhides a»s. SVIUi - oo I pfife iph .o d u.d sejmtnant estimins neh
Iy min.tqinint a. well as « niiuatingthi e.. > lihute m wpenwnt ph iPatioh M« t«le« that our ludilipro-
vule i reasonable hisis Im our >ptriwri

Inej i;u mtfe "ml. Ilmaroall st.prrm» Psii Nrrsd tu Jk«f'l.nti. ill all thP<nPresp*<r 'he Iman
ni j-. cil*te  IIHmuM Rin 91 o, o farl 5«mat A2l llitv I»«  tel | red A | mitf.i" tol tn
Sai b Alistila. eMur.' o o* a1 1I™] irltfe t*4%5etits IbtP rs it litsi istml*se 't*- its Own
Kilk Imnrhan P. v fimphili . a>piti intirijM <

[[1V I;d;ts a. e 1T »le f.o>tfe ) I{e 0 "o If " JallepT f 'tf m m| . II!p s p. Tt'elPv t,)I> " |S | 'rtf- o

Th exavJu'ermp: o ispnsMUtI fur £ 'f- sismmadl* " P ifiV -oLit t 1 temr ifli ii s’ p. r oft-

HINr thintnptiscAi ili. feim;itp siter. 1 sills it up*lav hs udip.M asol (omsUeh.olual pro/ * qmups
T -micr nat='rep uliStarn Sdip-u - tXaulP ' tr; v " P Ipith >IPsiftie » Thiwd bnari-

sl Stpegr, Tpsaf tuid tipyr > nlutdy stpi tina'lrri'i- it o *ke*s oletP mto tie imMe'ed | rHeid' | <
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COMBINED STATEMENTS OF
RETAINED EARNINGS
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NOTES TO COMBINED FINANCIAL STATEMENTS

Juni 50. 1995 ant 1900

(1) Organi/ation ano ovt«AtioNs _ _ _ o _
Ttie activities u( the Avinvi Industrial Development and 1Stpori Authnnir (Authority) Revolvmgi Fund ar- ainlim/ed pmsuarit tu
legislation passed tiy tir- Ieﬁ|slature 0l Alaska (LMistiturby whit h estahlis) od within the Revolving fund the Enterprise
Development Account and fix- Fonomu. Development Account lor separate.ind distinct purp “<s™ Hu' Authority Is..rrortij'enont
unit ol tho State ol Alaska (Stand, constituting a political subdivision within he Depurtit tit ol (aimrrxrie and Kconoinn
DevelgPrrent hut with separate and independent legal existence  The Authority’s mission is to prone te develgpand avatu ethe
general prosperity ol the people of Alaska to relieve piohleins ol unemployment and to | trate addition d etnploymeni by providing
-Fv , ttus nx_,trrr]r_s otfhfméa\tr;}mg and facilitating the financing of indlustrial, manufacturing, i jKirt and business enterprises and other
acilities within the State

In addition to the Revalving Fund, the Authority adinitmn is certain at nvities of tix Alaska Fix op" A.'t only which are ixii irdua
tel in the accompanying finamtal siateinerits

fnteiprise Development Account Asummary of programs available i itve Enteipris- Ire-.copn mmmlt count is is fallow

a Aloan paiticip lion program under sshith the Authority ﬁunhasi vpuitKgiutioﬁs mloans mad I, financial institutions «
their customers  The Autharity's puriinpj'ien is limited hr tix- Ics.'T of B'M ot S)U.0<d)(i"Mot tf- isaniatKtp ho wii. r hr
inanuf.t luring facilities puhhr-use projects and business entelﬁr.sm IJee Attth nrver® rdly hi. Mx-*nm| 11-aids out-

.~ lanaKitf under this program, wimfi are fqe*n ral ohligations of the Authont L o

Il Anexport assistance progtam desigtHd fo foster andl icilitate inn mation.l tn ;» by offering guit intcssto brian i.d msntu*
Nons which provide exporters with jie-shipnixiit and Post-sh| ment 'fins o _

t Abusiness assist,uxe piogram. proviing up loan rd™ truaMen. mthe print ipal het v nth*  mm,oil institu''al mat ;.|
bun The maximum quarantee amount of any loan is 3.000cxY] , , ,

d A’ Ttitureaapit. |fo?ram\_/\,hef_e_faétheAuthomyh|S|nv_|5|e_d in mwenture*! a til pan. nhlPItI | UcsFund wnhit —;umm
[vise of indicing ventim .ip.r.lists to Alaska to tii™ Kt,i;tiie * m'stment eppttriiinitxs Il " thel'i".«Fundis
permitted t,i ni.de mvivnunisotifsid, rf Atik i

Fronomic Development Acoount Tiiti « [nt.y *een W Fj<: rAmut lamAuth'Uit; i, istf » ihility toe.sn r >
facilities which will fxdp to .etiimplisfrMinssi'm lutnnt own-und- titwprc «<* mckt v n"  d'itf-Fe r
Development Amur.! wlud>

a  Tf-DeLoitg Mountain Transportation S.ovmiM Ix*i hfhcctivyr-hinr]sistsc.'arc»*l indpef* \.r.e 'ig» mirx.d. ad
erm* Irtispirt)wo of btd andan .. emr.itts aul other minerals fiom the R |x*t ibpos™  ne ef tf* Liaipst/in
Eﬁ Sinthe waid, iNslinthx ivU *i M itdains in nnrthwsti in Alaska Irxite |r o

b Acg..alien and kecoristru tiont! ap u | . r e . - ttrmir.il pr* <= tiitymn Sagwuv. Acxk. tr. Magaa, Dn Klirin.il
iSl.rt.say Teirmeuli Jt. SLrfsi. 7.ruvril wis t.vjf.tsl . aS . * 7o o lisswiovj': NIXX 1 IN*, e
Elrch.l\(ltf abtr, “umprx) <starl fam.md a 1si»fuebng!i tyixtiT.sTank raml Gemix.d u-ir i funds, tf-

. En'crpriy Dtsx i sptnent Amount _ 3 o o

I |/istfuctien e*unPrtwrx fisioshe (" f"rutixka Maiirul(e r : I'viUskj | . mm qub|, ¥ [>Cev|e mlam m
Aleutian Islands v I'm-isLi it <slwesfamxixttr. aS7lwe v tertissueterrjo*eln Do mmlrer [o-1
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NOTES TO COMBINED FINANCIAL STATEMENTS

JtiM JO. 1996 an i 1999

Qilier The Authority 11.is a standk-ilor.** revenue bom) program under which the Authority nts as.i nmelit tn facilitate a financing
transition lietweori a business enterprise’ and a purchaser ol 1he bonds — Stanc-Alone revenue bonds issued by the Authority are
not é;ene_laJ Obligations & ihe Authority They ate payable onl¥]out < revenues derived from the Imamm ol projects or otlu r
funds of ihe business enterpnse - r.hanges in‘federal tax laws have significantly reduced the Authority's ability to provide tax-
exempt financing under this proPram and to dale there | is Ixvn little or no demand for taxable fmancm% The Authonty is autho-

rizedl 1o issue revenue bonds to finance the construction of power transmission internes m he owned by elcrltn niiliiies inacol-
lective amount not to exceed $IB.0<K),000

Fmin.il Statement Ztesoiit.itioii In the accompanying financial statements, the column entitled Enterprise Development
Aitivitics and I'ntestricted Eronoinit Dev lepnent ftojixts includes tho Enterprise Development Arcount, ihe Skag:s Iy Termingl,
the L'nataska Project. Fecleral Express .Sewird (loal Und-out and If- iiy Projects of tie" Eronomu Development Air-un:

Hie i olmrm « milled Restricted Ecnnomir Development Project imluc's the Red lJow] I'nujer.t of rfie Erunomu. Development Acoount
Inote .. Th" amounts lefiwte o m this column arc restrirtcd ismi +t the Revolving Fund and ale noi available to meet geneml

I hums against the Authority

llie loiribm"- iminn.", svbn<nts ire. ide ' “f th" i tivite vrf tf" Enterprise Devi ptrent and | "mHore [Vvelu; merit
Artounts
o summary el alfNirlcant ActOuftNC I'ttt tCf .

Cgt*_h mil |Cash |qiivalmis for puffs-s «! the statement el cashv.s, i.i.h and cash equivalents consistel cash arl repurchese)
agi <menls

Investrrents  Investrments .ike :<e mmlel at » - el, jsv-d fur tin-am rtizatienoi ptem umsand acnition el disco .nts whicharc
Ticognized os adjustments £*in‘em: ir/.

loam et Irten-st income |--ins &< piut. ity sucurid by frot if<sl-, *?trust on t'nl estate in.ind in Alaska and are gemrally
catP'd at err .msadvanc'st kysp'* >pil prir-*nts eoff INs) &*  iv>meis,, irued.m iinid Antual ide.un-St is dis-
continued wof.eu r ti>" pivir* nt of mtnest w prim il is more t* in ninety dr -, past due <winnttw loin igiir.s an- n-strui ¢
tuN-| Futute" llectiansof I t'tc-ster tf. <: ansaret’-otdida nit incomewhentm !l

Net Investment in Direct | ram mg leases To? Authority leases s {)rcﬂects pursujntru certain agreements! is more fully
dt" o1 Hwletfl arercoenim't i " e _|tl.|D|f;r.ar'.t!S'.|'|pnt. It to | teases Inti K [Lf

lii 'l tad ... financing » a-e isn"-ir.i>d using 'tie effective rknst methot which | pen.-Irateol
team eniffoutstanding msstm*rt mit.- kjxe

AHwi' <cfa lixui USse It t | rloanlosy-s(epn-sirt>management's ... theamount ti-p.aediu.ihsotb
pveniul | grsinit* humpurfol'o Ha !i ¢ "Mjsr.t ryrrunjgi mart to determine the &, r.vamerequired in lot. histnnial hrss
npritxr. e irtv. tual iéin d* nxuir -+ Weflitirils s nor/: u nditxirtsamt “lt»-r 1. ors - Minri* mxut's,; meel S t'wt
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NOTES TO COMBINED FINANCIAL STATEMENTS

June <0. Aim mu

Imorw* Taxes  The Internal Hevenne (/xl« ptnvili st <ss mtome Im lax purposes does mil im till" income .r <fiiff¥ to .
state nr terntory, or miy fiolitical sulxhviston iliwof. whirh is limn . lie exon is™ cl.my cwmiii.il iigvmimmit.l lumnmi e
Imm-.iny public unlily " The Anihoriiy is a polimal subdivision ol the Stit* (toiformimi.n essential ijnvmiiincnl.il limlmn ami ..
tlicrclorc exempt Irom fdt ral ami State immne taxes

Tinnit.re ami Itjtnpnimit Dimbases n! lurmtnre ami equipment ate rxfieiised as sttfIt iters ate tiie ptt)jieity ol the State
Apptepnations ami Grants Approprtatiniis arid oranis ate retarded as additions to contributed ( apdal v.hen received

(*> Kt".Teictlti LCOIOHi DIVtLOPMItit Ptto.Itf.1 _

Ijel_nn(% Mountain Ttanspaftation System In 1784, the Lifpslatute addressed the possibility of (endl_n')suF It o the develop*
fit¥lit of lead and fine minimi in the Del/.: u Mnmitain an a mnnribwe tetri Alaska thi.'|li the [ n ilite. of the Attihnrity 1y estab*
lisinm)theEconomic Development Accourt it |I.|I75I|r§)slatureen.uted lefpdatnui ptnvidmjinitli*. * itintitopnx.nil v.itlithe
fted Im I'tujixt and tn issue bunds lot firvilKing lie Itul Im hmmi . insists e [nm | and fr t*: . rmpon.il neegsand to
[t transjxirtatton <dhad and /tin tot." mitt.., s and oilier minerals hum the I2.d ™ tjxisii (one.,! the latg.at /mi ibfiosits
In the svldl andnthet minei.il deposits expected in Imdevelop. .) ntheana Tn.isms' mpmvidimt lumlimt Im th" p. d D
[’[nject, tile I eqislaluie apptpliali o si<: ' "'Ki'lv.tsli andl i I~ illS letalill't SHill.n ! . fitt K- jorv HticipIt* 1w -1 lllacke |/
lie Stale In mmgs Ixirtnvals in Alaska rider .. nftom’ > mtan, pn/IMins _ﬁl | meo® LLasti ill. pliable
In betid ImMersnf the ). Long . miitain ftmsfv ittie.n hnjmt I'ewnue Dotal,, liny nv it toth" And ity's iinn «in'id

mains nndei I'disladnii pi.a din 1D0) v.iia li tegmnd it." pasin. it ¢! Jiai.n mono b ti « Audi .idv te die Xit*s (n.vral lut.d

dunng fist.il yeat IWS

(in June .., HHA, the And; nty entered mito.ii* i.tte twith ( mrim*. Anfte an ltvutp M*dK'ctnn; P>vidimi lot om limn* -
It iiinstrii'tinn. use. cpetation atvi mau.vname *f the !elet*r V.amtnn Tai'f* it.r. usewetr figatr*in :.Lee déSthat
£timtp.vtollslot the seol ti* Dele. .V Mam Tt tnglemr r. SVetn, t5is.**-*d fdiv-tvsn . @0l n*td an.. , pml lauli*
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NOTES TO COMBINED

Junt 50. 1995 ANY) 1991)
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FINANCIAL STATEMENTS

uimn iintl «<omyur) value it humno. 1995 mi! 19 !) (wath irmibin-

I ;
i) inloifii. Tioft lor 19!0h follmv
Fntrprisc
Uovdloprillt
Adtivities oml
Unpstrirtot Itnsituter
Li ininvii; h unumii
) Development  Development
U.j. IMIAsuftv mcuiiiifs hatijhity: | towts [tupii 106 I?fl
Withini t*oir S 3502819  MH52wei 45880805 119105518
Alio; um i) *iiluri [V yours 7760038 10G9/37 184574152 150.171,001
After livo M within tonyers 2.990,Bil 2951778 5918009
Alnr toil but v.itin tMi™ -ivo yoii- 2204 < 122004
10547542 120778171 23732570 276336579
. QOVFHNMINI A INCUS MAIUHITV,
Mitioi ™ 2 1711, .1.047,521i 5AMDF - 51077.778
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VEREI.0 110V 6 f % 2"91.'C0 ¢« M S% 1i.5111.047
M3.599.5M) 4804 Hx  It- 4"4102  114909.274
< BV miion a1z 409045 so
A< A TING il -0 0 sl fit - CHY VSIS s
| The M Lot A OVINA
ifif'sire=>! fiiinnnm ) Mo hnji.ts Z0ORHIKF*
I>"tf.M"1 1) nOofint 1)’ wfTiccfll IT"jtt 1av! | ISI
if7

ALl *'smx LN 111 1 Un rtspurt i im® iitiirmmiits 1)
orits'mf oLin Tins.nrr, ¥ rt reMits in (N jory | *VLLi
[**rir « TAuoiirmr. i S inlitds lio-inl Stitement . Litu

(] jr*imi siriD'd! Men'T¥, ., ti'puiii * | js<mi m> in) *4r

i*tupsti ml in tirk Autt*uify's nmm uul in Ml ty llic Authority
T nst. Im lesmV m M) I-pmij risk *|.issiftedtinn is *tfim I,
| Tiilmir.il fuili tn i H-L

it sim Py i i im -, i AutMity %8, 1(AwluTiuy. - A

vimriniv " nMntior] fr.. rts.itJduno 3" o* ¢nl 14 nvtilnuriibtnirvinforrruiHiii - Jwm30 1 lullnwvt
Ttitorpm*
K wlif.mmi
Atfitn-s ir. o
I'ttrostNi tn! Koittll i«
Ecunranu Finir'tiu
km lijmwit 1K< li- n T -
_ liitwhon It/ U -0t ' 1%1
(" J-enelnts Aon*iMH i, * N »
- PRIDLTINEN J ifib.sl HB57575  114¥i4"l 1744115,
lot” : o%Litils  lulplad{5r
o %!*'t' IS0 o It fidls 472r5 4205 51 "4
Isin > ri,i tr und, held H 1i.ld* _ o
o T ] til* 4 (il w57
Inn v iM>erid 1 IFlliii ft) "11
IS 5 Joor i lIt] VM
o _ 20, vinSuid AfnLi _ 1"28 *T2
| mrvi AW ALl oifflw (UwrSy 5> IWi,H7 W 147 RS
m b tK 'tr bMitviUi | !
1 enil. .1 UM It .
, an -V It *mil i -
It Mil > Ni_ dot'*\ m .
pn-ii-nts o - * 18] 1. [188L/0:15 101,707 3%
I <o''Mii  f7t9amr 1.10481*53



NOTES TO COMBINED FINANCIAL STATEMENTS

Juki 50. 1999 and 1999
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NOTES TO COMBINED FINANCIAL STATEMENTS

IONr 40. 1995 Atm 1999

/ N tOWAtICI tOW |0Af| lo
An( a%aJ%ﬁs of chanqles inilioallim. m|p (nr Ioan losses lor the years ended June 30,1999 and 1991 (wiritii combining intolinAtion

at June'30.1999) 0
Enterprise
Developent
Activities and
Unrestricted Restricted
Econonic Econonic
Davelopment Da/eloprem
if%iecis [roject 19% 19
Belance at lieqintiing of year S 14,740,709 1.852.301 16.999.006  16.729,388
huvisinn lor loan losses 1,701,699 ‘ 1,701,699 1 000
Recoveries ol loens clurgix ol 26401 14,943 41.346 42 4
18593715 189416) 133.887) 11233031 (1, 289 318)
Aditlions t>allowence far purchased loans . . - 116,187
llalatiie & end al year $ 16.385,347 1.833.397 18218704 16:999,006

(RI' Nt liivtsmenr in Il?w<t lihaw:ino ira.» and l)ivfioemor Pmojc

|t|eAU'[hnnI i ms the Unalasku oject under rins ol an gjn- «<rt recordldasadwectflnancmg Iease Which transfers the
||a|as)|Pr01|<tto the ( |I[k/ Lmlaslcaalter all financial obligiations have been met Minimu n(fa yments tri the agreement
are the amounts required opaylhe siinti-I cebt sewloecostsof the $7,000,(XX) Revalving Fundl Bonds issued December 10.
1991 Ihe annual minimum lease payments range fiom $742,000 to $7149000

The Authority D ases ihe '*detal 1vpn s IOJect under an agreement winch is recotded as adirect flnancmg lease, eernng fwenty
ear, alter the|nl|l e placed inseivice  Minimum base piymen’, under the gggemntvmll returmn He cost ol the
ress Friger! plus 7 59'- interest atnl are expxtcxl in P s icrf to pay the dBbt service on the $28000.000 Revolving Fund

Hands issuedl Septemlier 30,1¥792

Minimymannual toll fees for usgge of the DeLon l\/bupta n Tranp nation System return the cost ol the Rid Dag Project to the
Authority over lifiy years at an Interest rate at ti




NOTES

TO COMBINED

nil JO, 1905 and 19QX%i

FINANCIAL

STATEMENTS

The components of the Authonty s not investment id direct (iri.ini.imi leases ai June 30,1995 and 1994 (with combining informa-

tion nt June 30,1935) are

Enterprise
Development
Activities and
Unrestricted
Economic

Development

Restricted
Economic

Development

Projects Project 19% 19*i4
Minimum lease payments receivable S 68,434.743 541,038.763 609,47.1.506 WJO0.7fi7.0-13
Less
1're.ifned income 29.917.101 360.851.708 390,768,81)9 380,749,166
Allowance for lease receivables 2.000000
Net investment in direct finam mg leases $ 18.517.612 180.187,055 218,704,697 218 017,877

At June 30.1935, future minimum lease payments receivable for each of ihe five succeeding fiscal years at"

T it ending
Tun*.- 30
i996

\rr>l

1398

p.m.

2000

Enterprise
Development

Activities and

Unrestricted Restricted
Economic Economic:
Development Development
Projects Projchi Combined
S 3,259,000 11.958,000 15,217,000
3.678.000 11,958.000 15.636 000
3,676.000 11.958,000 15,634.000
3,671.000 11.958000 15,( -
3.669.000 11.958,001) 15.6,

T« Authority, under ifie ntins of a Terminal Access Agreemen recorded is a direct finatv my lease. Ind provided Curiagli, Im
raq)D v.itli ¢ rt nn nonexclusive. priority tighis in <oniiectinti with Hie StipAiy Tetmiiul "1 1993, fair. *h instituted pro*
1.nas in Toronto. Ontario. Canada, under tho Companies O>d tors Arranfgernent Act (CCAAland on at/ dlar%aspeig, dmt unde

‘(i Jrag)D vt

St mm3 4id llie Bankruptcy Code m the United States Bankruptcy Court for ii*- Ihsin _ _
rtially -it of ( urugh's asset. have been sold Asaresuitol < ijn's liuui.it. mthe Autiimy, relassifled the ‘ires.
-gsmithe ,*ionip.ir.yimt fimirxul statemerits m

d-..

. it. ng lease n-.iv.il.Je of $20.207.771 to investment in development

1941 In
T st lor

|

Lst 195, the Authority entered into an agreement with a

ot seven years for ,mannual minimum user lee of & 582,600 per year

or i Ihsin, tol Alaska Currugft

adian mining co

n liquidated

pany ton*. - of tho SlapAav
ttie mritrust contains optional renew i

diuses for twoadditional xcven-yvat terms  Hi. Authority believes tint additional uw _wall be found for the rvmamuw 25*, of
th iuj.s 1. Terminal and that the new uset will lemw i another uset "he Stijv,ay Ttimmil vill 1- ! mdal ihwend>,t the
m-yv.ir term, and that the inunT ibilify el its inksstni>:| is .tssuted

Aytfi niywi:! -asethe If..dy Project loliulditi Valle, Fiettnc Asvxi.,, mim  under i

a it annual payment of up; naximit. ly 4451 >ambgin:,..,.| \stun the (
"tvirv J U9

7 et ewins'neujtf->.m

lef.it

| Tte I Ll A s h « Yoerw

rvif,

. .usumntPiiA.Ingf.;
im jetum rul.
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NOTES TO COMBINED FINANCIAL STATEMENTS

Juiit JO, 1995 anii 10Ch

(9/ Bond. Iayaiui
Tlim (impositional Izinds nnlst.inding it Jnii 10 I**and | 217 with io:r,Inning inlofinaiion it June 30, 1995) follows (meturity
ate information is 0s of June 30, 1995)

Enterprise
Development
Activitiesand
Unrestricted liesiritiik]
{Monainir Femire
Developent Developent
VAULADI | I Man!) Mxtlt 8ai i BONDS hojocts Prject 19% 1o
78" mil 776, issued (btokr 1) 1984, -
i. i itirig ihroiiglhi 2004 S *i[45000 otilh.ooc) I'm,
las IX.KPt UniimiiA Bor.aS,
N7 in93%* issind Jure 12 19% i0;0iS.ix«
'Y ruH 125* issued G tukg 21 P
ililiituig lluotigli 200H tisithm »575 ixxi 1 |
i 9+ in85). issued Ibs<ank t 19.19*6
in iiunng through 20X4 5 /1011si 730jiVi »r.if. 3
hh- inH875.* issued Ibseber 19 *<e>
in during thmugh d'll 2 7.430.0 xx i 7.n0.ixyi 7.7W7TW
hivoivirio FUND Boons
71 i«795- issjis| Ibienit*i 13.15 me
mainiinj througli 2010 vil 265n j .0266%0 2.0t
1i° w73 igMi-l Ib-*inki 10 I'"I
tii during through 20041 6 67<W) S.i7ni»Ki H026'0)
51 ti*i6*. issurl vpn.k-rSU 19
( iurmiim—mii)l»>2iil4 277i1500n 226 2kixsixxi
[*mm i1 *ism,d*fl, 17 1" >
mil .rmg through 2IW7 K(2)tCO 80101
bi 'utiDino Bivnivru . funa P
43¢ in A\, issiisl June9 . 1+,
tr.diiiing itimugti 2010 i 4rs.no in 4% xxi 242 -l
4wl 5n*. v a Mil. (0. 95
tnduring through 2¢4 107'R)kn 107ks.nl 514
1 ‘'11i ,issieslr. 1i Ii*5
tnduring through 2207 KithGOO s 1<GEXH
Dv iu *m staie "%, Xk X K, re* -
il *3Z iswis)'J (i 17, InV.
n.duirgxtir.mgh 201/ — il v,Min .,
S124%7....... 9 -eIk.i | *Gh>or
> TNE VXh 3lbtuxfRUOhr-.1; m jind!*- gl +ih mkr>  :birnmtidov- « tr,-*--
ola nvf. »*llfu>eo-'r.- vselin Lvefpw Is-oVgiiv-" A unt -{th. |; jivirs® *J. u>ju., = - Ax
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NOTES TO COMBINED FINANCIAL STATEMENTS
Juftt 50. 19% AND m<»

At June:. 19'S, (Jiimiwl portions ol the bonds payable malure s follows

Eniorpnw
Dinilopmoni

Activities and

lInrostnneil Restricted

Economic Economic

Year erx| ik Development Ikn>ilnptT,e;it
June 3|) hn;*tts hoject toiribitied
|W) S 1i 630,000 2.000.000 8.630.WXI
1997 7.H9,0<X) 2120.000 9.265,000
1998 7.710.000 2.250.(X)0 9,960000
19V) 8.160000 2J95.000 10.555.000
im 8,090.000 2.550.00(1 10 680.000
2(ttl*2(K/A «18,565.000 15.fifO.WXI bf, 205 00(1
2006*2010 29.200.000 22.105.000 51.305.000
Cill201*i 9.1170.000 31 305 OWi <0 375,000
20H1-2017 . 15.9351* Xl 15,"35.000
S 124 571).0«) 1-i 300,000 220870.000

rsi«t|>iise Imvlopirx nt Aaount I/."-I resnluti .tir .vn.tr.ts <Ifntr.o Juno .« 19*9 ptwlud*' the Aulhotity Item
i>  MIUILY) it.« indebtedness ULUIE eMim itfd n*t itxome equals r/.t I—s than Ms»v U X+ ikm-ml M nit/ n anried
ililt: sif.M rnjuirimi-ntini.rfhv aror from M| vt any .rtion toi.m v itsur.nvruvl surplus to be Ic-ss than tlx* K-.v r <'m

57in i»»M>*ior tf.e art- jrt d f}.:*; il obt.jitisn r<<!/><In“s <. 'stan/lini and in ro ¢+ .erst li-s tf.in SI>>W i/ ' At Jur.'
jd 1'I'if tf- Aiill» rity f; n esstimaVI that pro,*' nil future n-.rM<y lot any y .ir IVr* ij/.iri <V«t <tly tun.stirvj
pi ¢ 7% .G thit *ti> itxM.rvjtli" | ;ro;ntel<«wbmr JIn.nipv.tu nol tN' licaly h .,.<1 »ml*>m o!leer rlotherppi-vd

I: *vtsar.l futon* +<«Mnxtiotiespmduuies At Jure* 3n |r*o ur.ri*stlKt«Jsuf[lis » S41f62=* *».

mm _r i nil ntnn *n: Dm "= = o )
QAVET 19¢ W e 3 K SHkD VO of R futxlmy Ri-U-ir/i tun! I Ms "-m.v | _ >t
s TN" lefundir/] resuifed in oktt servxe payments afjgfmlmateﬂ SI'V ">») less thin the r**t-, «*LWrits nwr tW << fit-
tn-n\ssirs Then-wes an ttonon / fji.nnl appti i;rruldv'Sl 400.000 tunam*".(i nist.i!, ulat*™! s t>m d.ih nrxe beivsnr,
i1 PtiMT.| vatut- <l the" Moebt service requttetr* nts and tx present value of tie ness debt s. tv > ri‘ju.rermxr.is disccffn) it
IN* <t vinterest ratear>L »rf-«J lor »fdit. t..i fisiipuul

OnHatch  Jee*f - A/K-itv issued SIL438 P»  tofundingHesse tf-dR-Ms' rt*, oM. T it*H
[>w nilibtiv Frissues 7% vfundrvj toculldinoot s giemsef - ipffn.truieb, 10t vWsL kn\thantf* r.luripe
It tIs (Aerihemisd v i*s Diet*Iwesan csiuwor-i gun r! appruvmatify S2<*'0(/) ThefJutv.il sui-r*fits'yinta
SIr7 P citr i .nlr.ir, insonri* tFn] [u IN-wxtirdstl 1ir=j" 1

I»¢ Ai/h n;vr>si»r c<slan* sirs fl.r.uy 1-ssi*51 S«* S'slt ttlv-yv.u etvksl ’an**3J J*<JIr. - tr. Uurfi3S 1r* [} *o»
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IrfhlalitT limlgrl ami Auilil Committee
Vimini»lraliM Krtiitatuui Know Inmmitlrr

Senate

Mali- C.if'inl. Kiwm .ilti
Inman, AlLuV.l HIHOI
|<HI7| (1S IH7!I

7H WS ili Aunue, Sute Ml
\nilmral(c, Alaska IlISOI

h/i hitter Council M7 M\H
MEMORANDUM January 23, 1996
T70: Senator Bert Sharp, Chairman
Senate State Affairs Committee
IKOM: Senator Steve Rieger 1
Senate District | 2
RE: Scheduling Request SB 231 "An Act relating to title insurance; and

providing for an effective date."

Lrespectfully reciuest a hearing for SB 231 which addresses changes in the way

title insurance is handled in Alaska.

Thank you.



Alaska ~tatc Senate
Sknatok Sti-vb Rn:Cii-R
Fwiid |
Ihimiti Sutton
Capitol. KiHim MW

Semite I'iitiinu' Commiiicc [uhmm, A*'k* BN
Chair, Senate Transportation Commiiicc *ns 157
Maiixs- llinlitrl and Audit Qilific ToAPs Autie Siilr S
Adninistfitiivi® Kiitulalinn Hniin Qnttirtllitc Aninr(lr. Asska S
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. ~Sponsor Statement .
SB 231 "An Act relating to title insurance; and providing for an effective date."

Senate Bill 231 should reduce the cost of title insurance for residential home
buyers in a couple of different ways.

The bill makes changes to existing law that removes provisions which allow
title insurance companies to confer with one another regarding rate making. And it
also changes existing law which the Division of Insuuince has interpreted as
prohibiting title insurers from negotiating lower rates. This bill establishes that the
rates filed with the Division of Insurance are maximum rates but a title insurer can
negotiate lower rates for all consumers.

Another major change deals with the refinancing of an existing home.
Under today's business practices, it is possible for a homeowner to have to purchase
title insurance two or three times for the same home, using the same lender and
same title insurance company, regardless of the amount of time which has
transpired between the transactions. This bill establishes a period of fifteen years
from the date of original issuance of a policy during which a title insurer must add
an additional insured for an administrative fee which cannot exceed $75.00.

Senate Bill 231 should improve the cost effectiveness of mortgage refinancing
in Alaska, making refinancing more feasible. This will ultimately result in
significant consumer savings and lower interest payments being made to out-of-
state lenders.
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RE: CS for Senate Bill 231
Dear Senator Sharp,
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TO ALL SENATORS
KK: SENATE BILL BO. 231

DEAR SENATOR,

SENATE BILL NO. 231 WILL HAVE 6 DEVASTATING ARRECT OH ALASKA'S REAL

ESTATE INDUSTRY. THE AFFECTS WOLD CAUSE TITLE COMPANIES TO QUIT
ISSUING THESE TYPES OP POLICES AND THE ROHR OWNERS WOULD BE UNABLE

TO REFINANCE THEIR HOKES TH ALKSKA.

THIS BILL WOULD REGUUTE THE rfDOSTKT OH ONE HAND AND DKRRCCLATE ON
THE OTHER RASD.

THERE ARE ONLY TWO UNDERWRITERS HI TEE STATE AS IT IS BOW.
THIS BILL WOULD FORCE THE TWO REMAINING UNDERWRITERS TO LOOI

UNFAVORABLY ON THE ALASKA MARKET.

THE TITLE INSURANCE INDUSTRY IS VERT COKPETTTITK AND CLOSELY REGULATED
AND IT IS WORKING. | HOPE THAT EVERYONE HAS DOSE THEIR LOME WORK

THE PUBLIC IS NOT AWAKE OF THE TIKE AND DOCUMENTS THAT MUST BE
SEARCHED TO ASSURE HD31 OW PEACE OF KIND.

PLEASE CONSIDER THE AFFECTS VEST CAREFULLY, ALASKA IS A STATE OP
ISDEFENDANT CITIZEN WHO FEEL THAT WE VOTED FOR YOU TO LOOK OUT
FOR OUR BEST DmoUST. THIS ALLOWS OS PEACE OF KIND TO LIVE AND

VUXX IN OUR "ALASKA

SINCERELY.

BARBARA CARR
RC 04 BOX 9795

PALKKL. AX. 99645
PKONF. NO. 376-5248 EV
7145-3418 CB
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EATER FAIRBANKS BOARD OF REALTORS®

Voice forRealEstateln FAIRBANKS

I<tAL,UK (9071452-7743

Resolution #1

ARESOLUTION BY THE GREATER FAIRBANKS BOARD OF REALTORS OPPOSING SEN-
ATE BILL NO. 231 "AN ACT RELATING TO TITLE INSURANCE".

WHEREAS, aBill has been introduced in the Second Session of the Nineteenth Alaska State Legislature
that amends portions of the Alaska State Statues. Title 21 pertaining tofees and rates that can be charged

by a title insurance company, and

WHEREAS, the good intentions of the sponsors of Senate Bill No. 231 arc to reduce the expense of tide
Insurance foranypersons involved in a real estate transaction wherein title insurance is required either by
the mortgagee or otherparties to the transaction, and

WHEREAS, the GREATER FAIRBANKS BOARD OF REALTORS supports and promotes the nodon of
restricting atitle insurance company to charging arate thatexceeds amounts thatarc in effect as established
by and published by the Department of Commerce and Economic Development, Division of Insurance for
the purpose of refinancing debt secured by residential real estate, and

WHEREAS, itis the position of the GREATER FAIRBANKS BOARD OF REALTORS that it is not in
die bestinterest of die State of Alaska, its citircns or other individuals or organizations involved ir real estate
transactions to have the State of Alaska establish a policy of deregulation concerning the tide insurance
company tariffs which incffcctprovides for “rate ceilings™ and removes die “floor" atide insurance company
can charge as set by die Division of Insurance, and

WHEREAS.iiis inthe bestinteresto fthe State of Alaska and al parties that become involved inreal estate
transactions to havetitle insurance underwriters be profitable, financially healthy and have adequate reserves
for losses, however, if profitability is not attainable in the State of Alaska market for tide insurance
comPames and underwriters eventually a policy for title insurance may be obtained only outside the State
oH‘A| askiiggaous)mg unnecessary delays in real estate transaction closings (reference bonding underwriters in
the late 1970's).

NOW THEREFORE BE IT RESOLVED that the GREATER FAIRBANKS BOARD OF REALTORS
througn this Resolution passed by its Board of Directois oppose SENATE BILL NO. 231 as written because
we find that die tariffs asthey currcntiy exist arcin most pan fair and create acompetitive environment where

the rates charged for all products are fair to all customers, and

FURTHER BE IT RESOLVED that SENATE BILL NO. 231 is notan examﬁle ofderegulation improving
the cost effectiveness of real estate transactions but more closely regulates the tide insurance mdus_trr by
imposing an arbitrary fixed limit on the price of one product, and removes existing regulatory restraints in

other areas.

-fe-HI'..., .. L<*»
ktroCUTW,V FUi O W U-WMl
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Mat-Su Title Insurance
Agency, Inc.

951 E. Bogard Road, Suite 100 Fax.  376-1237
P.0. Box 871810 Phone:  376-5294
Wasilla, Alaska 99687 276-5352
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I you have any problems with receiving this Fax, please call.
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TOi Hike Price/Cliff Croh

FROM. 3111 E Standard
Vice-Provident, Manager Mat Su Title tnnurnnce Agency, Inc.,
Treasurer- Mat-Su Homsbuildert Association.

SUBJECTi Senate Bill No. 231

Cantlanant

1 direct thin more in light towarda the Stats Affaire Co*nitt*s and spscillcstly
towards thorn legislators who are proposing the above referenced B ill.

| certainly have been under the wrong impression that wo the people elect
legielatora to topreeent the people of the State of Alaakn and not becauae
of grudgca about their own peraonal natters.

Ad | understand, the pereone introducing the ahnva stated Bill are unhappy
because they personally have had to pay for title insurance on « re-flnance
for their peraonal properties. | certainly commend then for being in a position

where they can Introduce and ram-rod a new law to neet their own ends.

1 an a Iteamed instructor with the Rtal P.atste Commission! sty course is
entitled "Introduction to Title Insurance". | would highly recommend these
representatives algn up for ny -oursc.

Perhaps if they ars not aware, there Is a nsthod to obtain title Inaurance
for a refinance a a price other than the full fee. Plsace explain that if
they (the ovnere) refinance at the original lender and that lender doea
not releaae the existing lien but MODIFIES the ilor., thetitle inaurer nay
issue* an Endorsement to the existingpolicy.

Of course if they Obtainre-flnanetngat a "IWlender the new londar will

eeke th*n go through the who),- course in which case they will be charged for
a full title policy, a BANK TEE. CREDIT CHECK, ETC., ETC,,

Wouldn't this nan theae "representatives ef Che people” should then introduce
new legislation to do sway with thfl Bank Fas, Credit Check etc.,1?

Somehow Ic does not <ssm reasonabla that the Title Industry should be the
acape-goat because certain legislators do nefhsve the Intel 11 me* to figure
out the system that in set-up sad has been running for years to the satisfaction

of all concerned. Personally, | would be suprlsed If tha passage of this
legislation would not cause rhe Title Insurers to RETCSE re-flnance Insurancei
certainly 1 could not afford to examine title, issue policy, pay eeployaes

(and the wutility bllInl for a foe of 375.00.(in the event of rc-finance where
the borrower goes to e new lender).

Please let me knov If there ie s way which I, ao a voter of the state of
Alaska, can introduce legislation to do sway with the raises the legislator®
give themselves or how w« pay then to hide out in Junesu where they represent
they are for ths people bur the people can not meet them.
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January 29. 1996

TO: . All Legislators
RE:  Senate Bill 231

Dear Legislator:

| recently spoke with Steve Rieger, the founder of this bill. He is very
uneducated In the inter workings of a t;tle company and in how they. ?rocess
their title policies. Furthermoré, he dogs not even understand the different
types of policies we as title companies issue. It seems to me this is a
personal vendetta against an Industry based solely upon his own biased,
uneducated experientce.

To quote Steve Rieger, "This will ultimately result in Significant customer
favm?suand Jower Interest payments being made to out-of-state secondary
enders." Give me a BREAK!

sE,;terfaOirgehtone attacks an industry, wouldn't it be prudent to get your facts

Hopefully, you as concerned Legislators will see this bill for what It is, and
gvuotrkoftowgreljeat it before an industry Is destroyed, and many, many people are

Sincerely,

Mike. Anderson,
President

MA/amg
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Re Senate Bill #231

To whom ii may concern:

I would like to take this time to respond to Senate
Bill #221 by making it known that | completely
disagree and sincerely hope that this thing does
not pass. This b ill would shut a lot of doors in
our industry and thatmeans the loss of many jobs
through out the state. I don't ieei. this bill
would be serving a good purpose for anyone, whether
they are related to the title industry or private
individuals looking to transfer property.

I would sincerely hopethat you will
in mind when voting onSenate B ill

Air.c e ity

hannan K. Kincaae
Homer Branch Manager

keep the above
#231.



JAN 30 '96 12:59PM KACHEMAK BAY TITLE 907 235 2420

KACHEMAK BAY TITLE AGENCY, INC.
3691 BEN WALTERS LANE *1
HOMER, ALASKA 99603
FHONE (807) 235-8196
FAX (007) 235-2420

January 24, 1996

Sen Bert Sharp
State of Alaska
Juneau AK

VIA FAX 465-2070

RE: Senate B ill 231

Dear Senator Sharp:

Senate B ill 231 has not been thoroughly analized by those sponsoring
the bill. The bill, if enacted, will cause severe negative effects on
the real estate and mortgage industry and could potentially eliminate
title insurance in Alaska.

The Division of Insurance has continually regulated our industry and
has required us to submit rates which would aaeur: financial solvency
in title companies so that sufficient reserves are held to cover claims
and looses in a downturn economy. Our rates are subject to approval by
the insutance commissioner. By eliminating just ouch a rate structure
to allow for discounts could jeprcdize this solvency to the extent that
insurance companies could no longer find it beneficial to write
insurance in Alaska. In an industry who has only 2 major underwriters
(down from 7 10 years ago) the additional loss of even one could change
the industry to a monopoly, eliminating not only an underwriter but the
many title agencies owned and operated by local companies and
individuals.

The portion of the bill prohibiting insurers from charging more than
$75.00 to issue a policy or endorsement to add an additional insured or
lender within 15 years eliminates the Division of Insurance regulation

prohibiting discounts from the filed rates. Unfortunately .t dees not
take into consideration the cost of producing the product or whether a
title insurer 10 willing to issue such endorsement or policy at that
cost.

The <coat of maintaining a title plant to the title agent is a major
cost. It tal 2 staffing, time and expense to maintain a title plant in
accordance Vv .. Alaska Statutes to meot the minimum requirements of a
title plant. $75.00 is not an adequate amount to produce a report or
policy regardless of the time between insurance of a policy on the same
parcel. A small agency like the majority of offices in this state
could not remain in a ntrong solvent position for on extended period of
time.
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W ith the unwillingness of the title insurers to write policies at this

rate, refinancing of homes would become obsolete. Federal law requires
title insu.ance on mortgage loans. If they are unable to acquire these
policies, there will no longer oe a mortgage market in this state, it

nao taken Alaska years to develop an out-of-state financing market and
we would be eliminating that market with SB 231. (DcVt forget the
purpose of establishing AHFC was to create a mortgage market since none
existed in this state) Borrowers would be unable to obtain federal
funding on loans such as FHA, FARM HOME, and FNMAE or even potentially
on AHFC who requirements are sometimes more stringent that FHA with
regards to title insurance minimum requirements.

It appears that the sponsors of this b ill have not thought out ti j long
range affects of such a bill, but have merely created a cost they feel
would be acceptable without understanding either the industry or the
costs to maintain the records or produce the product.

I recommend before proceeding with this bill you look toward a better
understanding of title insurance, rate structures (there are many
statc9 who have excellent rating systems; ie New Mexico) and to review

the proposed model title agents act and title act which our Division of
Insurance has been working on on a national level for several years
before making any further decisions on this issue.

This is a lose-lose situation with no winners.

Sincerely.

President
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Senator Steve Rieger

Alaska State Legislature
State Capital

Juneau, Alaska 99801-1182

Dear Sir,

I am writing at the request of Mr. Don Koch (State of Alaska Insurance Commissioner’s Office) to
describe to you my dealings with Title Insurance Agency (TIA) 3 Juneau title insurance company. Mr.
Koch has asked me to describe this transaction to you because it is his understanding that you arc working
to modify the title insurance fee structure,

In September. 1995, my husband and | purchased a home in Juneau. The sellers oficrcd to purchase title
insurance in our name as pan of die transaction. We accepted cash in lieu of title insurance at closing,
however, the sellers had acquired a preliminary Commitment for Title Insurance with TIA. Prior to
closing, | had researched the title at the Recorder’ Office here in Juneau, and although | deemed Title
Insurance desirable, | thought that the best time to purchase the policy was at the time our loan closed, the
loan having been applied for prior to property sale. During the loan process. | told the bank mat the
sellers had initiated the title insurance process, and that | wished to complete it as part of the loan This
was acceptable to the bank and TIA.

When we closed the loan on November 9. 1995, TIA charged us S1392.00 for an owner's Title policy plus
S339.60 to insure the bank, for a total of S1731 60. At closing, we informed TIA that we were going to be
dosing the same loan again at a lower interest rate as soon as possible because of confusion with the right-
of-rccision clause at the bank, and because the bank had already “locked” or prc-sold our loan. TIA
personnel indicated that they were aware that the second loan transaction was in process at this time.

On December 8. 1995 we closed our "second" loan, however, no money changed hands oilier than loan
interest payments. We were not given a right of recision on this *“second” loan. In other words, we did
not pay ofT the principle of die "first-loan™ and then secure a new loan at a lower rate under norma! loan
conditions. The settlement statement from die “second” loan listed lender's Title Insurance for "he
amount of the loan as a prepaid expense and therefor was not diauctcd from ‘oan proceeds”

Approximately four days after closing, a rcprcscntause from die bank culled and asked us to bring in a
check for S970 for lenders Title Insurance. | indicated to the bank that we had already paid S1731 60.
which included duplicate coverage for die property. Interestingly, late in November | had received a letter
(dated 11/22/95) from TIA with our tide policy that stated "The premium paid for a title insurance policy
is primarily a service fee that covers die expense of searching and anr'vzing land records to compile a
title's history™ (copy attached). On 12/14/95. with this letter in mind. | went to the Recorder's Office and
manually searched ihc Record book for all entries under my or inv husband's name, or our property
description, for the period 11/4/95 to 12/8/95. This took thirteen minutes. | then used the Recorder's
computerized system, and the search took three minutes | then went to TIA. hoping to discuss jii
adjustment to the $970 charge.

At TIA, | talked at length with the person who dosed our loan and she. and her associate who joined the
discussion, voluntarily indicated the following:

1 TIA is required by law to charge 110% of the published fee for ALTA title insurance even though the
time between closings was brief.

2. TIA acts as an agent for the National Bank of Alaska (lender)

3. TIA would Q2 consider the 2 existing policies plus the new policy as three mutually exclusive
policies. Tliat is. any Haws in the title could only be claimed against the latest(third) policy, because
the deed had changed hands since the first policy (which had a higher insuredvalue) was issued

4. Hut title research for the last policy probably did take them 2 minutes.

5 That I should talk to the president of TIA. Tom O Bncn later th.’t afternoon
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About 3:15 on Thursday (12/1*1) afternoon, I called Ms. O ’Brien and introduced myself. 1 related my
story to her and she said that her employees were correct and she couldn't help me. 1lasked for her
assistance in resolving this matter with the insurance commissioner’s office and she declined.

Following the conversation with Ms. O'Brien, | talked with Mr. Koch, Mr. Koch listened attentively and

explained title insurance policy pricing structure to me, and also stated that given the latest policy timing

and circumstances, he believed that | would be eligible for a 20% discount from the fee structure (or a cost
0f S705.60 vs. the S970.20 billed).

On tlu morning of Friday December 15 | went into the banx, checkbook open in hand, and asked the loan
closing agent to please comply with the procedures outlined in the loan (write us a letter describing the
title insurance fee omission in the closing papers) and. as per the loan agreement, 1would respond within
30 days. lexplained to her that | thought there was a possibility that TIA would reduce the latest title
insurance fee, and that 1intended to use the 30 days 'o pursue this. lalso told her that if she was not
comfortable with this arrangement, then I would immediately pay the title insurance fee in full, and
negotiate for a refund if it became available. Dunng this conversation we were interrupted by the
manager of the loan department who told me diat die bank had decided to "cat" die title insuiancc fee. |
followed this conversation with a letter to die manager documenting the conversation.

. -¢c I noted above, Mr. Koch asked me to relate this experience to you because it is his understanding that
you arc evaluating title insurance fee structure. If I can be of any assistance, please do not hesitate to call
me at 790-4370.

Sincerely,

/an Nauman
P O Box 210506
Aukc Bay. Alaska 99821

cc: Mr. Don Koch. Office of die Insurance Commissioner

cncl: 11/22/95 Letter from TIA to Nauman
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j 1 TITLE INSURANCE AGENCY At X SSK

Phone (907) 789-1671
FAX 907) 789-2373

November 22, 1Q95

Mr. ami Mrs. Clynton R. Nauman
P.0. Box 210506
Auke Bay, Alaska 99821

Dear Mr. and Mrs. Nauman,

Owner®s Title Insurance Policy. Owner*®s title
the buyer of real propertv, against loss due to
Policies are written for an indefinite term
The premium paid for a title insurance
land

Unclosed please find your original
insurance isa contract that securesyou,
flawed transfer of title to that real property.
ami a singiepremium ispaid infull at closing.
policy isprimarily a servicefee that covers the expense of searching and analyzing

records to compile a title® history.

Please feel free to contact us should you have any questions. We appreciate you

allowing TIA to be of service during this transaction.

Sincerely,

/*

Brenda Illulet

ICO,CO0 — m

%
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February 1. 1996

Senator Steve Rclgcr

Room 516

State Capttol

Juneau. Alaska 99801-1182

Dear Senator Rclgcr:

| would like to express our strong opposition to Senate Dill 231 that relates
to title insurance. Please allow me to delineate some of our concerns about

this legislation.

As you arc aware, Calista Corporation does have an Interest In various dtlc
insurance companies throughout the state. After speaking to those people,
we are apprehensive about the Introduction of this senate bill and the
detrimental effects It will liavc on these agencies and their employees.

Our title companies, as well as others, employ hundreds of Alaskans
statewide and the profits generated by them benefit our local economy. By
restricting and regulating their rate structure, the effects upon the Industry
would be devastating. Let's protect and enhance those local Alaskan Jobs In
the private sector rather than Increasing the unemployment lines. It should
be the legislature's primary mission to Improve the economy Instead of
taking regressive steps that would effectuate a reversal.

The fees and rates charged by title agencies arc Its "bread and butter"™ In
order to provi*.’,; an adequate service to Its customers. By introducing an
artificially low cap the negative Impact to the Industry will be as follows:

e unreasonably low rates which would be Insufficient to cover expenses

e it would be a financial drain on Alaskan title companies, therefore
threatening their survival

e and finally. It will reduce the number of Insurance providers and close the
doors of many Alaskan title companies.

Title companies appear to be stngled-out In the refinance process when
oilier businesses profit from these transactions such as lending institutions.
If you were to Impose similar sanctions on this Industry Imagine the
eesoundlng. negative ripple effect It would produce by these providers.



Senator Steve Rclgcr
February 1, 1996
Page 2

It Is our opinion that tills bill Is 111-adviscd and we oppose Its passage.

Sincerely.

CAL1STA CORPORATION

Richard Romecr
1st Vice President. Corporate Development

cc: Senate President Drue Pearce
Speaker of the House Gall Phillips
Senator Steve Frank
Senator Mike Miller
Senator Bert Sliarp
Senator Robin Taylor
Senator Lyman Hoffman
Senator Rick Filford
Senator Albert Adams
Senator Gcorglanna Lincoln
Senator Fred ZharofT
Senator Lyda Green
Senator Loren Leman
Representative Richard Foster
Representative Ivan M. lvan
Representative Mark Hanley
Representative Don Long
Representative Irene NJcholla
Representative Jerry Macklc.
Representative Joe Green
Representlive Ramona Barnes
Representative Ben Gmsscndorf
Representative Gene Kublna
Representative Terry Martin
Representative Eldon Mulder
Representative Beverly Masck
Representative Carl Moses
Representative Jerry Sanders
Representative Bill Williams
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Senator Bert M. Sha rP
Alaska State thlsla yre
State Cap 3100}
Ju neau AIaska 99801-1182

Rn: CSSB 231 -- An Act relating to titlo insurance

Dear Senator Sharp:
Senate Bill 231, an currently written, radically changes the

way titlo insurance reqgulated” in the State. Wo believe, that
those changes ere detrlm ental to the public, and the bill should
therefo 0 defeated.

As it stapds, when fI|In% rates, title Insurers must show that
the rates are fair and non d crtmlnato,ry, and sufficient to assure
fiscal solvsncy. By ch angln? tho definition of "rate" under the
title. niuranco code 2.66), none of these self-evidently
sensible requwements would apply.

As it stands now, title insurance agents compete with each
other based on service; service will suffer if competition is hased
solely on rates. Our basic rate for title insurance has not
ch nged since 1968. Only two titlo underwriters write policies In
Alaska, whore many more did in the past, because It in only
marginally profitatile to be in the induntry hero; in making it less
no, “this "bill dashes any chanco for intreased competition and
therefore better service to the public

h
I
a
a

FmallY th« b ill may have an advarse fiscal impact on the
State. Title insurers pay a Il tax on all premlums coIIected | f
premiums go down, loss mdney will he coIIecte ; Partment of
commerce has attached a fiscal note to the statlng hat impact
could eventually be an much as $174,000. 00 Iost

Pleano vote againat Scnato Bill 231, If you hava any

questions, pleas# do not henitato to contact mo.
Vary truly yourn,
FIRST AMERICAN TITLE COMPANY
OF ALASKA



