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AMENDMENT

OFFERED IN THE SENATE * , | BY SENATOR LEMAN

TO: SB 159 4 ,B/I}

Page 3, line 9, following "money.":
Insert "The terms and conditions may include requirements for the repayment of grant

money even though repayment is not required under (a) of this section."”



SB 159: An Act relating to the new business incentive program

Amendments to address concerns raised by AIDEA at public Loaring:

page (2) line 9 and 10. Delete the following:

[(5) is receiving financing from the Alaska Industrial Development and
Export Authority, and]

page 2, line 11:

([6] 5) has been [APPROVED] recommended as complying with the
requirements for a business incentive grant by the Alaska Industrial
Development and Export Authority.

PAGE 2, LINE 13: insert the following:

The department shall prescribe bv regulation the standards for program
eligibility, the form and procedure for submitting new business incentive
grant applications.

Page 2, line 16:

An amount that does not exceed the amount [APPROVED]
recommended by AIDEA
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Add:
page 1, line 9and 10:  Delete following:

[consisting of appropriations to the fund from money
available under AS 88.088 or from other sources]

page 1, line 4 (26) to screen potential applicants for_a new business
Incentive grant and recommend (approve] the award of the
grants under AS 45.81.020.



Anchorage Economic Development corporation

The Center of Opportunity

ANCHORAGE ECONOMIC DEVELOPMENT CORPORATION su ports
SB 159: A New Business Incentive Program

The New Business Incentive Program is an economic development grant program targeted
to companies locating or expanding into new manufacturing business in Alaska. The
program is focussed on substantial business that attracts high value, year round jobs. The
program is limited at this time to businesses which are under consideration for financing through
Alaska Industrial Development and Export Authority (AIDEA.) This grant program would be
limited to reimbursement ofdefined portions of relocation costs, site development costs, special
employee training not covered by other programs, and special analyses ofsites in Alaska. The
program is limited to $3,000,000 annually, from funds generated by AIDEA. Unallocated funds
will be returned to the General Fund. Allocation must be made each year to fund the program. It
will be administered by the Department of Commerce and Economic Development.

This program is essential for three reasons:

1 We need to generate cargo. There is a window of opportunity for Alaska to capitalize
on the combination of location and expanded cargo transfer capability. Interest in cargo flight
activity has increased. However, unless cargo carriers have a business reason to stop in Alaska,
they will fly over for technical services when it is economic for them to do so. We need to put
cargo in the planes in Alaska. We face stiff competition from other locations, and the very
aggressive incentives they offer for new development.

2. We need to generate a more diverse corporate tax hase. Manufacturing comprises
only 6.2% of the Alaska economy. $110 million of the total $140 million in corporate taxes was
paid by 11 corporations, and the top four are oil companies. Companies who benefit from this
program will be ofsize and stature to be significant contributors to the corporate tax base within
few years of beginning operations in Alaska. New revenues will flow to the state through
existing mechanisms within three to five years.

3. Alaskans need high value jobs. Over halfofthe manufacturers in Alaska who have
more than 20 employees hire 60% or more of their workforce out ofstate. Many of thosejobs
are seasonal. Alaska needs to grow businesses which provide year round jobs that pay well and
add value to the economy. Expanding businesses which export high value products adds revenue
to the economy of the sate. Companies which benefit from this incentive program will create
jobs for Alaskans; jobs for our children to come home to.

The new business incentive program allows Alaska to capitalize on its location and natural
resources to enter high value, expanding global markets. This program will add dollars to our

economy.

550 West Seventh Avenue, Suite 1400 m Anchorage, Alaska 99501 = phone 907-250-3700 m tax 907-250-6646 m e-mallaedcOalaska.net



04/17/97

13:42:33

TCN:70642

PUBLIC

JOCATION :GLENNALLEN
SB 159 MRS.

04/17/97

13:43:26

TCN:70642

PUBLIC HEARING

LOCATION:ANCHORAGE
y/SB 159

" AfrSBTNS5 9 r* ,-Trr -

yAB 159

04/24/97

11:39:28

TCN:70712

PUBLIC

LOCATION:ANCHORAGE
SB 159

rrcn-rRQ -

LEGISLATIVE TELECONFERENCE NETWORK SYSTEM

PARTICIPANT LIST

(ALL PARTICIPANTS)

SCHEDULED FOR:04/17/97 13:30 TO 15:00

HEARING

DONNA

SENATE LABOR & COMMERCE

TOLLMAN CVEDC

LEGISLATIVE TELECONFERENCE NETWORK SYSTEM

PARTICIPANT LIST

(ALL PARTICIPANTS)

SCHEDULED FOR:04/17/97 13:30 TO 15:00

KATELYN

GREG

SCOTT

LEGISLATIVE TELECONFERENCE NETWORK SYSTEM

SENATE LABOR & COMMERCE

OBNER-MARKLEY (ANS
WOLF (ANS
THOMPSON APS

PARTICIPANT LIST

(ALL PARTICIPANTS)

SCHEDULED FOR:04/24/97 11:30 TO 13:00

HEARING

KEITH

crn”r:

SENATE

LAUFER

WOT.F

LABOR & COMMERCE

AIDEA

2's)

?

')

LTN1150
BY:GLN

FOR:GLN

TESTIFY

LTN1150
BY:ANC

FOR:ANC

+
AIDEA TESTIFY

AEDC TESTIFY

TESTIFY

LTN1150
BY:ANC

FOR:ANC

TESTIFY

TERTTFV



Subject .+ meeting:

SB 159 New Business Incentive Program

COMMITTEE:

SENATE LABOR AND COMMERCE

[
47117197

NTING Pg %QSUFI%NJ

PLEASE PRINT!
NAME ADDRM W‘ (ZIP) PHONE
nno %*Ew -
y ftjec
Yes

ordan 107 OVMES) e
1 1



APR-22-97 TUE 10:21 AH AIDEA FAX N0 2693010 P. 01/05

ALASKA INDUSTRIAL DEVELOPMENT

AND EXPORT AUTHORITY AWM
9 H -~ N AUTHORIT

4BO WEST TUDOR ANCHORAGE, ALASKA 99503 907 / 269-3000 FAX 907 / 269-3044

Facsimile Transmittal
T0: PfrREL Atp To
COMPANY:  °© U e
Fax #:

Number of pages including cover page:
Transmittal Contents:

ljixu / -fa £ & /<m?

Comments:

X “A) O SY"pUijoi.

This facsimile may contain confidential information that is being transmitted to and is Intended

Notice:
Reading, disclosure, discussion, dissemination,

only for the use of the recipient named above.
distribution, or copying of this information by anyone other than the named recipient or his or her

employees or agents Is strictly prohibited. If you have received this facsimile In error, please immediately
destroy it and notify us by telephone, (907) 259-3000.

H/allAammy/fax/onc.doc



APR-22-97 TLE 10:22 AH AIDEA FAX N0 2693010 P. 02/05

ALASKA INDUSTRIAL DEVELOPMENT

AND EXPORT AUTHORITY ALASKA

r ENERGY AUTHORITY

480 WEST TUDOR ANCHORAGE, ALASKA 99503 907 / 269-3000 FAX 907 / 269-3044

April 22, 1997

The Honorable Senator Loren Leman

Chairman, Senate Labor & Commerce Committee
Alaska State Legislature

State Capitol

Juneau, AK 99801-1182

SENT VIA TELEFAX: 907-465-3810

Dear Senator Leman:

As requested at the April 17, 1997 Senate Labor and Commerce Committee hearing, the
purpose of this memorandum is to provide the Committee with the Alaska Industrial
Development and Export Authority’s (AIDEA or “Authority”) comments and
suggestions related to Senate Bill 159 (SB 159).

SB 159 creates a new business incentive fund from which the Department of Commerce
and Economic Development (DCED) may make new business incentive grants. While
DCED is the agency primarily charged with administering the program, as currently
written, the Bill charges AIDEA with responsibility for making certain determinations
regarding specific grant applications. While the Authority agrees with the intent and
purpose of SB 159, the Authority believes certain changes are required to ensure the
program works effectively and accomplishes its economic diversification goal of
encouraging new businesses to locate in the State.

The Authority believes the standards and requirements for qualification for the program
need to be objective and thorough and should be included in the program regulations.
While wc are unable to provide specific recommendations at this time on the exact nature
of these qualification standards, the Authority would welcome the opportunity to work
with the Department of Commerce and Economic Development (DCED) and others to
develop the qualifications and other requirement for the program.

Business incentives can be tools in attracting new businesses to Alaska because they play
an important role in the decision-making process for businesses as they consider various
business locations, iany states and foreign countries have business incentive programs
on their books to :ncourage new companies to locate in their respective states or
countries. A new business incentive program for Alaska will help the state compete for
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new business with a level playing field, thereby bringing new jobs, industry, corporate
tax revenue and other indirect benefits to the state.

We have provided additional general and specific comments below.

General Comments

Qualification Standards. As noted by the Senate Labor and Commerce Committee, as
written, the Bill provides basic requirements for the incentive, but leaves the ultimate
decisions on qualification and incentive amount to the Authority. The authority,
however, is provided no standards by which to make these critical decisions.

The Authority believes that specific standards for incentive qualification and amounts
should be established for the program by providing DCED with express authority to
adopt regulations specifying qualification and other requirements for the program.
Because of the Authority’s particular expertise in reviewing new business ventures, the
Authority would be charged with determining if the regulatory requirements have been
met for a particular applicant. Because DCED and AIDEA have limited staff resources to
analyze and review grant applications, the program should that grant applicants provide
all the necessary background and supporting information necessary for the Authority’s
determinations. This will help insure the program is administered effectively and

efficiently.

Once the Authority has made this determination, it would certify that the applicant meets
the qualifications for the grant. DCED would ultimately be charged with awarding and
administering the grants. It is important to recognize that the Authority is not, and
should not, be a grant-making agency. The Authority’s success in fulfilling its mission is
dependent on access to bond financing. By making the Authority the granting entity, we
may jeopardize this access.

AIDEA Financing Requirement. As written, only businesses that receive financing from
the Authority arc eligible for new business incentive grants. This creates several
concerns for the Authority. Businesses thatwould otherwise seek project financing from
other sources, would be more likely to seek AIDEA financing if that is the only way to
receive a new husiness incentive. This may create unfair competition between AIDEA
and private sector financing sources, which is not the role of the Authority.

We understand that the AIDEA financing requirement was intended to ensure that the
Authority was not overburdened by grant proposals from businesses for which the
Authority was not otherwise involved in due diligence activities. This is an important
concern for the Authority because AIDEA does not have the staffor resources to perform
detailed due diligence for all potential grant applicants.  As discussed above, the
Authority believes, this problem can be avoided by the promulgation of regulations that,
set forth detailed grant requirements and require that grant applicants provide all the
necessary background and supporting information necessary for the Authority’s

determinations.
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Specific Comments

Section |. This section modifies the Authority’s general powers to include
the Authority’s role under the new business incentive program. AS noted previously, the
Authority believes that DCED needs to have the primary grant-making role. The
Authority believes this section should be modified to reflect that AIDEA is to make grant

recommendationstoDCED.

Section 2. Page 1, line 10. This section refers to the AS 44.88.088 as a
possible funding source for appropriations to the business incentive fund. While AIDEA
believes it may be appropriate that the Authority’s dividend be used for economic
development activities, the reference to AS 44.88.088 in this program is not necessary.
Under the Authority’s statutory dividend program, the Authority makes a dividend
available each fiscal year. The statutory program requires that the legislature appropriate
the dividend on an annual basis.  This annual appropriation requirement is essential so
that the legislature can determine, on an annual basis, the best use for the funds received
from the dividend. The language in the Bill does not create a transfer of funds into the
new business incentive fund from the AIDEA dividend or any other source. As the
reference is not legally effective, itwill only serve to create confusion. For these reasons
we believe the reference to AS 44.88.088 should be removed.

Page 1, Line 15. The terms “new business” and “new branch” should be
defined either by statute or regulation.

Page 2, Line 2. The term “primarily engaged” should be defined either by
statute or regulation.

Page 2, Line 4. The term “directly compete” should be defined either by
statute or regulation.

Page 2, Line 6. As currently written, the project must be located in a
municipality that provides financial support. The Authority believes that this should be
broadened to allow for projects outside municipalities to participate, if they receive
financial or in-kind support from the appropriate local government.

Page 2, Line 8. The term “primarily financed” should be defined either
by statute or regulation.

Page 2, Line 9 As noted above, the Authority believes that the AIDEA
financing requirement should be removed.

Page 2, Line 11. As noted above, standards should be promulgated by
DCED underwhich AIDEA is to make these recommendations.
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Page 2, Line 16. As written, AIDEA is to determine the amount of the
maximum amount of the grant. Standards must be promulgated by DCED for these
determinations.

Page 2, Line 22. The term “key personnel” should be defined either by
statute or regulation.

Page 2, Line 26. The eligible work force training costs should be limited
to training Alaska residents.

Page 3, Line 1L The terms “continue to operate” and “ceasing to operate”
should be defined by statute or regulations.

Page 3, Line 10. As noted above additional terms should be added to the
definition portion of the Bill.

Please contact me with any questions you may have.

Sincerely,

DJ- Randy Simmons
Executive Director

cc: Pat Pourchot, Legislative Director
Debby Sedwick, Assistant Commissioner, DCED



Anchorage Slconomic Development

1998 Will Be Economy’s Anchorage lost 160 petrdleum rdlated jdos. While the loss of these jabs is

Year of Growth significant to the Anchorage econony, direct petroleum ermployment in

byJon McCmden _
AFDC Ressarch Direcior the Anchorage econarmy acoounts for only 20 percernt of total enploy-
ment.

A mild surge in economic groath mekes
1997 the ninth consecutive year of
growth for the Anchorage econary,.
The economy grew ahealthy 148 per-
oant, adaiing an estimeted 1791 new
jas. Much of the groath can ke attrib
uted to the suncess of heslth senices, air
trangportation, and commLnications.
Other sectors thet eerienced gronth
inducked bLsiness services, construction,
eating and drinking establishrents, and
locd govermrent.
Looking tonerd the next yeer,
expect the economy to continue to grow
modestly; AEDC anticipetes agroath
reteof 15 percent (1, 5)okx) in ©19% Rtindy Brandon/A laska Stock inages
1998 The following sections provide Fortunately, during the next fewyears the rete of job loss in the
anoevewof fe dBgES NPy ey sector is likely to lowdLe to gronth in mergirel dil field pro-
rrent for 1907 and abriefdsassonof i on the North Siape. Both ARCO and BP Bxploration Inc. have

the employment forecest for 1958 announoed they will spend over 2 billion over the rext two years
Falling to its lonest level since bring saerd nargirdl ail fields online. ARCO hes amnounced thet its
before 198) the petrolemsedar o ppine g Point Melrtyre fields will areete approsinetely 15010 175
tinued to lose joos during 1997, iasi '
jas in the Anchorage econary. BP Bxploration (cortinuedonpece2)

Preliminary enployment data show thet



isslateckabuild
r Anchorage
Economy Northstar all field in Anchorage ance
H Watch lecHl issLes surrounding terms of

(ot a®l) Northstar lesseac resoved,  Given
the curent groath in rargirdl ailfield
production, the loss of petroleum|jass in the Anchoiage econory
should slow to atridde during 1998 ADEC anticipetes a loss of

55 jdss in the petroleum sector over the next year.

1998 Forecasted Change

Employment - Anchorage

Overall

Service SSISBBffiii*>0

TCU H B 300

Relail HH Hﬁ
Construction I
Government 5 B)

Manufacturing 1 .50
FIRE 8

Wholesale

Pelroleum 51

m500 0 500 1000 1500 2000

Continued competitive pressure in the AHnance, Insurance,
and Redl Estate (FIRE) sector resuited in alss of 27 jaos in the
Anchorage econony in 1997, Contributing to the declire in the
FIRE sedtor is the continued inproverrent in tedhnology,
inoreesad outsouraing activity, and the relocation of exdsting ser-
vicss. The impact of these dharges leaves the FIRE sector under
constant pressure to doansize. Helping to stem the continued
cdedine in the FIRE sector, interest rates have reneined relatively
low throughout the year, spurring ajunp in residentia home pur-
desss  Interest rates are prgjected to continue averaging 7.75
percent throughout 1998 These interest rates should help the
FIRE sector remein stable throughout 1998

The manufacturing sector rerreined stablle during 1997, just

moodules for the @it hes lor the pest five years. However, there gpears to be a

light at the end of the tunnel with the addition of Alaska Seafood
Intermational in Anchorage. Construction should begin on the
SiZ5 nillion fadility in the summer of 1998 The Seafood
Center will add construction jabs to the economy over next year
and valuable manufacturing jabs to the local economy beginning
in 1999 Bxpect the manufacturing sectar to grow only slightly
during 1968 adding roughly 50jas to the Anchorage econany.

Local government epansion helped nudge the Government
(norkmilitary) sector up just slighrly (235 jabs) during 1997
The federd government continued to lose ground in the
Anchorage areg, Slipping 36 jaos this year. Sate governiment grew
by only 45 jobs, but local government junped by 245 jobs. Most
of the growth in local govermnent can be attributed to the open
ing of two new middle schodls this year and the addition of new
law enforoement officers. In 199BADEC expects the govermment
sedtor to grow by about 150jabs.

Gromng moderately this year, the Trade-Retail ad
Wholesale sector added gpproxinetely 300 new jobs to the
Anchorage econamy. Most of the groath can ke attributed to the
retail sector which wes bolstered by asignificant junp in the
nuber of new jobs a eating and drinking establisnents. The
opening of the Cutback restaurart, the Courtyard Cafe and sever-
d different fast food establishents added 173 jdbs to the eating
and drinking sector in 1997, Other retall industries such as gen
erd merchandise and gopard and food stores dedlined by 44 jaos
during 1997. The whdlesale tradk sector increasad by only nine
jaos in 1997, Fori98B, AEDC anticipates agroath of 250 jds
in the retall sector with the gpening of Home Depot and anew
anema thester located in midtoan.

Buoyed by severd commerdial projects and low interest rates

which propelled hone construction to new highs, the
(continued on page 6)



Legislative Pfiorityi Anchorage hes great potential to participate ina glaal econony, but one of the resuitsof glabeleconomic activity
SB159 is that we face global conpetition for business

A New BIISineSS Major Fortune 500 conpanies are considering establishing gperations in Anchorage, but they are dso conpar-
Incentive Program >gAndhorage to ather aties— daties which use sophisticated economicdevelopmenttodsto attract new business.
Petricia DeNErco, PhD. To help darpen Alaskas  onrpettitive edge, AEDC is pronoting the legidlative adoption of astatewide New

AEDC Presicent Buainess Incentive Program (SB 159/HB220).

Agressive incentive packeges are standard fare in many dorestic and intermational aties. States Use incentives to aregte a ore favorable busi-
ressdinete. In fact, over 75% of Sates responding to asurvey by Site Selection Megazine reported thet they goproved new incentives in 1996
1%07.

While incentives alone rarely acoount for acorporations dedsion to locate or expand abusiress, they often tip the scale in favor of one loca
tion.  In the case of Anchorage, the aost of Site preparation and moving equipment and persardl presants asignificant barmier to dedsion nakers.
How would you corrpare a location thet offers 50% of lease aosts in an existing building for ten years, with Anchorage which hes higher leese aosts
or no existing building? Our location alore is not enough!

SB159/HB220 proposes a modest incentive pragramwhich could keep Anchorage and Alasia in the econaic development gare. The New
Business Incentive Program is an econamic development grant program targeted to conrpanies locating or expanding into new menufacturing or
value adoed buairess inAlaska. The programiis foousad on attracting substantial businesses thet will areate high value, year round jos. “New
bueiness” refers to industries and gperatians thet are new to Alaska (as opposed to “Start-up” bLeiness).

This grant programwould ke linrted to reimburserrent of designated portions of relocation aosts, Site developent oosts, spedial enployee
training not covered by other prograns, and spedd ardlysis of stesinAlaska. The programiis limited to $3000,000 annually and is “reim
bursable” (i.e. conyanies arc reinbursed for eqperses rather than paid up front). There isa“tlaw bad<” provision which requires conanies to pey
the State back, with interest, if they don't remain in Alaska for five years. The New Business Incentive Programwill be administered by the State of
Aaskds Department )f Commrerce and the Alaska Industrial Development Authority.

SB159¥HB220 is inportant legislation which will help diversify our econony, provide jabs for Alaskans and broeden our economic bese For
informetion about how you can support the New Business Incentive Program see the box below

Support SB159/HB220

M - *

Jtatus of SB159: Senate Labor andr
for assignment to Senate vote.

For More Information: Contact AEDC at 258-3700 for a copy of the bill, a fact sheet, and sample support letters.



Update

Airport UpdcliG!
Cargo Carriers Pursue

New Role fcr Anchorage

by Greg Wolf, AEDC Vice President

Raised on the edge of the Padific Rim, nearly equidistant to the mgjor trading
centers of Asia, North America and ELrgpe, the Anchorage Intermetionel
Airport (AIA) hes established itselfas are of the worlds nmgjor air cargo air-
parts. More than two dazen intermetional cargo camiers have gperations a

AlA and the airport is ranked nuber ane in Arerica, besed on the landodhweight of all-cargo freighters. A transit stop at AIA dlons cargo caers
to canry less fue and nore payloed, thus meximizing revenue. To dete this hes been Anchorages primary rde an ickally situatechointfor ¢

ro refudl, dange crens and perform any rnecessary maintenance.

Now aquiet, but inportant, transition is raking place. A groning number of camers arc beginning to utilize AIA asnmore thanjust a transit
itop and arc establishing cargo transfer and hub gperations. Of course the mgjor door-to-0oor eqaIress camiers, like

wsd AIA asahub; we arc now seeing traditional airport-to airport
;arp camers Llsing AlA inasimilar fashion United Airlines, for
"sanple, hes established its trans-Padific hub operations at
\nchorage ad gperates four D C- 10 freighters between ngjor aties
nthe Lower 48 and Asia. Pdar Air, a fast groning player in the air
awp aeg, isdso g AlA asahub. With its fleet of B-747
raghtas, Rdar usss AlA as trans|oading hub on flights sening
inetions in Asia, North Anerica, Europe and South Aerica

While it hes leen ihe donestic camiers setting the pece, anum
> of foreign camiers are in the early Sages of moving in this direc:
ion, startingwith cargo trandfers between their oan airarat. One
easn for this wes the State of Alaskals suooessiul effort two years
Qo in securing an order from the U.S. Departirent of
trangportation granting foreignflagoed camiers expanded cargo
rarsfer flexibility at the Anchorage (and Fairbeniks) airport.

CargoAircraft atAlA Geg

Adding further momentum to this trend is the nove by airlines to form dliances. In an increasingly conrpetitive ervironent, camersae
eeking to contain oosts, increase revenLies and offer greatier senices to thelr custorers. They have found thet ane wey to attain these dojectives is
o form dliances with other camers with complirentary strengths. These alliances allow a camier to serve nore points with greater frequency and
fften at a reduoed overall aost. With such alarge nuber of cammiers presert, AIA s ideally positioned to sene as the inter-face point for these joint

sporations.

The AEDC, in partrership with the airport and the Alaska Industrial Development and Bxport Audiority, hes played an active rdle in encour-
ging and assisting camiers to evaluate the feasihility of expanding theirr cargo gperations at AlA. These efforts arc ongoing and substantial progress

sexpected during the year aheed

(continued onpage 7)



AEDC'’s Begins

New Decade at

CENTER of OPPORTUNITY

CENTER.. A placeofstragth. A location in the middle of every-

thing. A hub of activity. A point around which everything
redhves. A gatheringplace. A lacation where things converge.
Anchorage isthe CENTER OF OPPORTUNITY. s geo
graphic location, strong business community, transportation infra:
structure, and aoeess to netural resouraes meke Anchorage acenter
of business opportunity for global track and tourismand for busi-
ress witiiin Aladka.
AEDC’sgs for the noar five years foos on
developing Anchorage as a center of opportunity.
Assuming aconservative amnual growth rate of 1%
over the next five years, over 5000 new jass will be
aoded to the Anchorage econany by the year
202 AEDC will foos its efforts to seek groath
in the folloning arees
Attract value added and global logistics

medical carc, education, engineering, finandal senices, insurance
senvices and athers

Develop tourism &s a four sseson Alaska besed inolstry.

AEDCs rde in tourism development is to foous on recsssary infra
structure development such is tralls, air pessager senice, hotels,
and destinations. A key part of this process includes the infrastruc:
ture between Anchorage and ather parts of Alaska.  Development of
the comnections between Anchorage and ather Alaska destinations
will increese the year round gpedl of Alaska for visitors.

Develop the Anchorage waterfront as a multi-modal center for
trangportation and trade. Anchorage enjoys the assats
of ayear round port facility which intersects a railroed
senice and roed comnections to meny other parts of
Alaska. Because of the significance of Anchorage &
center for both local and intermational business, there
are many goportunities for global industrial trace
from this location. Such opportunities will be defined
and explored for gopropriate action

None of these goals will be achieved &s solo pro-

industries. Building on the suooesses of our first Ernie Hall : ot
AED C President and President of Jeds ofthe AEDC. - Our organization must at 52

cecack, the AEDC will continue to foous on the Alaska Furniture Manufacturers, Inc. certer for develqcmant activity that involves the busi-

stregth of our geographic location and develap

Anchorage as acenter for glabal lagistics gperatiors.  1n addition
to encouraging expansion of cargp gperations at Anchorage, AEDC
will increese enphesis on activities which add value to cargo in
Anchorage.  Developing opportunities to process Alaskals netural
resourcss in Alaska will be an area of concentration.

Inareese business senvices from Anchorage to other commu
nities in Alaska. Many Alaskans continue an historic pettern of
seeking senvices from Qutside of Alaska. Anchorage’s meture busi-
ness and professiondl senvices industries are ina position to provide
senices to fellovAlaskans. Anchorage provdes excellent souraess of

Ness conmrunity, other civic and mermbership organi-
zations and nunicipal and state ertities.  Dialogue with our col-
leeges and supporters isan essentid part of our activity.  Your
involverment isaaritical derent of achieving these godls.

As we mowe into the newyear, | look forward to working with
the diverse constituents of the AEDC to make Anchorage aCEN-
TER OF OPPORTUNITY for both Alaskan and global economic
transations.



Economy (continuedfrompa’c2)

Construction sector junyed by 173 new

jdos during 1997, As of Novermber 1997,
the value of residential building penits wes up 12 percent (§217
million) over the tatal for 1996 Construction of comrercial pro-
jedts during the year included Home Depot, First National Barnk of
Anchorage Headouerters, four new hatels, West High School swim
ming pool, Federal Bqoress expansion, and University of Alaska
Anchorage student housing. Construction on the new hospital ad
hangar on Blemendorf Air Force Bese isdso continuing. New pro-
jedts for 1988 indlude Alaska Seafood Intermational, airport expan
sion, a new dnema theater in midtown, Feckeral Bxqoress epansion,
Lynx and Mapco intermational air cargo faality, saerd new hatels, a
new Office Depot, Elmendorf supemall, and Alaska Regional
Hospital eqpansion. The construction sectar should grow in 1908
adding an estimated 200 new jaos to the lacd econony.

One of the most dynamic sstars this year is Transportation,
Communications, and Utilities (TCU). CQuthacks in the Alyeska
Pipeline Anchorage staff held gronth in this sector to 291 jats.
However, the air transportation and conmrunications industries
experienced raoust groath this year adding 482 jaos to the TCU ¢
tar. Much of the sueess in the air trangportation industry (327
jas) isattributed to increased economic activity at the Anchorage
Intermetional Airport (AIA). During the year, AIA hes seen the addi-
tion of United Air Cargo, expansion at Federd Exoress, conpletion
of UPS expansion, the opening of anew air cargo facility by Lynden
Inc., and the continued groath of instate camiers. Activity at AIA
will likely continue in 1998

BExpansion in the communications industry wes just &s fierce
during 1997, adding 155 additional jabs to the lacal econoy. The
deregulation resulting from the Telecomunication Act in 1996 hes
led to businesses conpeting for market Sares once denied. During

the year, Anchorage residants have ssnATU begin offering longdis-
tanoe sanvices while GCI and AT& T Alascom have added local s
vicss.  Deregulation isaso fueling edensive telecomunication infra:
structure development to take advartage of inproved technolagy. The
rate of growth in the communication industry will likely continue
throughout 1998 Conbined, air transportation and conmunications
should continue to push the TCU sedtor to another strong year of
growth. Look for the addition of 300 new jaos.

Adding 945 new jds to the lacd economy during 1997, the sar-
vice sector hes ance aggin led job groath in sheer nubers. The out:
look for the service sector during 1988 is for more of the sare. Look
for the service sector to add 900 new jaos to the local econon,.
Senvice induetries which grewstrongly this year were health senvicess
(335j0s) and husiress senices (218jas). Growth in the senvice ¢
tor should continue throughout 1998

In summary, eqect 1988 to be another healthy year for the

Anchorage Employment
1989-1998 AEDC

in thousands Forecast

8 90 A 2 98 94 9% 9% 97 90
Source: AlagkaDept, ctLabor

Anchorage econony. All sedtars, with the exoeption of petroleum
should remain stable or growduring the yeal. A total of 1,25 jdos
will ke added to the economy, meking 1968 the tenth consecutive yeet
of gronth for the Anchorage econamy!



Update

Changes (continedrompegeS) Anchorage Cargo Aircraft Landings
As this trend continues, there arc significant direct and indirect econoric benefits to 1988-1997

lie community: Airlines with hub aperations will station pilots and other flight-related

lersondl at Anchorage; trarsfer and ather cargo handling activities recuire a greater

lurber of ground staff then “gas-andgo” aperations; transfer and hub gperations typi-

ally recessitate fadilities in which to store and hendle cartp.
This transformration will help ensure abright, longterm future for AIA and ergble

t to continue in its rde as one of the leading economic engines of groath for Anchorage. e Adoreee enaliond At

il the rest of the stete

For Anchorage economic information, business opportunities,
and information about AEDC,
visit the AEDC web site at http://www.aedcweb.com

Children’s
Hospital (continuedfrom beckpecg)

The ne?vmqutal isgovermed by a family-centered care philosophy besed o
tfeassnmmm&efamly isachilds primary source of strength and support.
Family-centered carc providers recognize parents and other dose family menbers arc
exerts on their own children and hold essentid informetion thet can enhance chil-
dren's hedlth care. The environment at Children’s Hospital at Providence is child and
family onented with therres of transportation, aninals, people and daces. Roors at
designed widi children’s needs in mind and indludke loner counters and fixtures aswell
&a@esfcrd”llcrmtocisplayartv\uk Roomarcdwchﬂgedtoaownmdatefam
ily réhers who visit and sleep at cie hesgital, e

For more informetion about Children’s Hospital at Providence, contact 562-

[

211

Alska Rairoad Caboose N urses Station


http://www.aedcweb.com

Children’s Hospital at Providence I t Providence Health System

Brings Family Centered Care to Alaska

Alaskan children (a0es 019) ke Up about 30 percent of the state's popullation. This pediatric population isexpected to
grow 8 peroent, from an estimated 206,000 people in 1966 to 222,000 in the year 2006 Over the pest year, the acuity of pediatric
petients at Providence hes inoreesed  This means nore chilldren are being seen in the pediatric intensive care unit and they are stay-
ing in the hospital loger-.

Alaska neats anew led of instate health carc for children - one thet provides a.continuum of high quiality health senvices
to children by delivering care through dl leds of illness and nediical conditions and reduices the need for Alaska families to trad
out of date.

Providence is adbressing this need with achildreris hospital within a hospital, called Children's Hospital at Providence. The
new 29 bed fadlity, which opened in Septeber 1997, difers a full range of pediatric sevices. Providence Pediatric Services are sup
ported by 48 physicians who are part of the Providence Medical Staff, Department of Rediatrics. Many other physidians and spedial-
igtsdso care for children.  In addition, Childreris Hospital at Providence offers subspedialty dinics in partnership with Children's
Hospital and Mediical Center in Seettle. (cortinuedenpege )

Nendetter funoked prinarnily by Proddenoe Helth Sens, Aeda
For parmission to repraclce any partion of this rendletter, contadt rendetter ecitor Mdhdlle Egpn a 23837400

Anchorage Economic Development Corporation BULK RATE
550 West Seventh Avenue, Suite 1400 U.S. POSTAGE
PAID

Anchorage, Alaska 99501
Anchorage, AK

Permit No. 882



Anchorag;h Economic Hevelopment Corporation

e Center ol Opportunity

FOWest Severth, ite 1410
Adorage, AK SEEIL
283100

http./Avnvaedongb.com

Presented by

Anchorage Economic
Development Corporation

January 14, 1998

Sponsored by
hv . * THEMUNGNIOS

Technology for Alaska’s Future,


http://www.aedcweb.com

Employment Composition

mMining

B Construction
B Manufacturing
B Transportation
B Trade

CFIRE

0 Service

B Government

Graph: Employment Composition &°lo
Source: Alaska Department of Labor

A nchorage Employment

Percent Change from Previous Year

Oil Price Collapse
AConstruction Boom Ends

;-Iir-rif\jr/"iirii?(viij/iiiiiiili’\ii

* & \ / #
Prudhoe Bay Lease Iranian Revolution Exxon Valdez
Energy Crisis #1 Energy Crisis #2 Gulf War

Sue AdaPpi. oflaor



Petroleum Highlights

2%

| Declined by 145]obs.
B Weakened Qil Price.

| Northstar Delayed.

| No Decline After '99.

Graph: Employment Composition
Source: Alaska Deportment of Labor
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Finance, Insurance and Real
Estate (FIRE) Highlights

| Declined by 27jobs.
| Pressure to downsize.
| Interest rates fall.

6 %

Graph: Employment Composition
Source: Alaska Department of Labor
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Manufacturing Highlights
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Government Highlights

R Up 255jobs.
H Federal government
downsizing slows.

| State government
increases slightly.

R Local government
shows strong growth
-schools; law
enforcement.

Graph: Employment Composition
Source: Alaska Department of Labor
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Construction Highlights

5% | Up 173jobs.
| Residential permit
value up 21%.

| Four new hotels
completed.

| Military projects.
nearing completion.

Graph: Employment Composition
Source: Alaska Department of Labor
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Hotel Projects

8 Marriott Residence | Lynx Corporation
nm— | Holiday Express

B glla{nott Fairfield | Marriott Courtyard *

Uites

8 Ramada Limited i h]%nghouse Hskan

B Clarion Suites | Microtel Inn *

1 Columbia Sussex | Hampton Inn *
Group

* Currently open
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Trade Sector Highlights

B Wholesale remained
stable.

B Retail up 291 jobs.

| General merchandise
and food declined.

24% | Eatingi, and Drinking
establishments up.

| Home Depot opens in
1998

Graph. Employment Composition
Source: Alaska Department of Labor
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Transportation, Communications
and Utilities (TCU) Highlights

B Up 291 jobs.
10% B Alyeska Pigeline
A continues cuthacks.
///JS b 8ommtinications
eregulation.

.J Increased air cargo_
\ and passenger traffic.

Graph: Employment Composition
Source: Alaska Department of Labor
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Service Sector Highlights

mUp H5)obs.
mLed all sectors in job
growth.

mHealth, husiness and
engineering services
the strongest.

Graph: Employment Composition
Source: Alaska Department of Labor
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Anchorage: The Center of Opportunity:
Five Steps to Sustainable Prosperity

by: Patricia M. DeMarco, Ph.D.
President
January 14, 1998

Introduction:

The AEDC enters a new five year business planning cycle this year. Our goal is to move
the Anchorage economy toward higher value jobs and a more diversified economic base.
Sustainable prosperity is what we all strive for. | recall the words of Commander Markowitz,
one of my mentors in past days. He noted that what gets measured gets done. And, | recall the
impressive array of statistics and data Mr. Udland can recite upon little provocation to identify
progress we are making in fighting crime. Such widely recognized and easily condensed
statistics about economic development are more difficult to come by in a place such as
Anchorage. One of the things the AEDC is working on is a way to compile a more measurable
mode of evaluating progress. Now, we do ask our investors whether they are better off or worse
off than last year...but the answers are hardly a scientific measure of progress. So, this year, |
will hazard to outline the direction we are moving toward in measuring the economy. | will use a
base year of 1994, which is fairly indicative, since, as we all know, the economy has been fairly
flat since then! Through the remainder of my remarks, | will ay to outline for you the impact of
the Economic Engines of Anchorage, and how we plan to accelerate the higher value elements in

the next five years.

. Recovery

You may recall that last January, the AEDC was predicting a very modest 0.4% rate of
growth of employment for 1997. As you have heard today, the actual level achieved was 1.48%
with a prediction of 1.5% for 1998. The Anchorage economy has passed through a downturn,
and now is in a recovery mode. 1998 will mark the ninth consecutive year of steady growth since

the recession which ended in 1988.

Generally, the shift away from the petroleum sector towards the 3service sector2is taken
as a degradation of the value of the economy. This perception is enhanced by the fact that
Anchorage saw the addition of 2,960 retail jobs between 1990 and 1997, two thirds of them in
1994 alone. The average monthly salary for the retail sector, adjusted for inflation, was $1,525
in 1996. However, the retail sector has grown only slightly since 1994. Manufacturing and
petroleum sectors are still on the short end of our economy in terms of numbers ofjobs. The



sectors that grew most strongly in the recovery period represent emergence of new sustainable
industry segments.

The period of down turn was shorter and less severe than in previous times. This
indicates a more diverse economic base and greater consumer confidence. Part of the spirit of
enthusiasm stems from a positive sense of development at the marginal oil fields in Alaska. Such
development is generating jobs in Anchorage in the technical and business support services as
the major oil companies out source and seek vendors from among the Alaskan petroleum support
industries. Strong growth in health services, communications and air ansportation indicate
diverse business areas not strictly dependent on petroleum driven events.

Although the economy is acting more robust, there is no justification for euphoria.
Alaska depends on trade in international markets for 90% of its non-petroleum revenues. With
major trading partners for seafood, coal, and timber located primarily in Asia, the economic
troubles of that region are bound to have some measurable dampening effect on Alaska.
Furthermore, as oil use declines in Asia, the global market adjustment appears in lower oil prices,
and less revenue for Alaska from domestic sales. Anchorage is less directly affected than Alaska,
but will feel the results of depressed markets for tourism as well as seafood. Trends in Asia will

be clearer by the end of the first quarter this year.

1. Anchorage Economic Engines and the AEDC Goals

Anchorage is truly the Center of Opportunity for two separate, but inter-related markets:
Alaska and the World. The four economic engines of Anchorage cover 75% of the total

industrial output of Anchorage:

Petroleum (high value manufactu ir.g) = 24.9%
Transportation: Airport and Waterfront = 13.4%
Tourism and Hospitality =6.2%

Professional services = 30.3%

Anchorage is the Center of Opportunity for business in Alaska. Two of the economic engines
center around Alaskan markets.

1. First: Professional services. Professional services accounted for 51,723 direct and
indirect jobs and contributed $4.4 billion to the Anchorage economy in a base year of 1994.

Technical services such as engineering, architecture, management consulting and
Research, Development and Testing support riot only activities within Anchorage but also the
mining, petroleum and gas industries throughout Alaska. Although direct employment in
petroleum, gas and mining remain at a relatively low level of (2.0%), the growth of these
industries elsewhere in Alaska generates significant demand in Anchorage for support services.
Such jobs average $3,500 per month. This area of employment has grown by 1.2% in the last
year alone, and appears to be a stable partof the Anchorage economy. Inthe base yearof 1994,
the technical services area contributed 6,456 directjobs and added $458.1 in value tothe
economy. It is important to retain the high value employment in the petroleum sector and to



expand and diversify to include other manufacturing jobs.

Health services serve a much wider clientele than Anchorage alone. With four major
hospitals within Anchorage, the related medical and health support professions are growing
rapidly. The health services sector grew by 4.78% in 1997, and is expected to be even more
robust in the next year. Average monthly wages in the health services range from $2,638 to
$5,500. For our benchmark year, health services directly employed 7,140 people and contributed

$476.3 million to the Anchorage economy.

Communications is also a rapidly growing sector with a growth of7.02% in 1997,
Average monthly wages in this field are $3,613, and as the demand for communication and
information technology expands daily in both business and personal applications, this sector
shows no sign of abating its meteoric trajectory in the economy. In our benchmark year,
communications sector directly employed 2,225 people and added $503.5 million to the

Anchorage economy.

Education adds another dimension to services from Anchorage to the entire state.
Average monthly wages in this sector are about $2,898 In our benchmark year, Colleges,
Universities, Job Training and other educational services directly employ 1,633 people, and

contribute over $63.3 million in value to the economy.

These are the most significant components of the growth in the Services2sector of
Anchorage's economy. They are all upper to middle level wage jobs, in diverse industries which

only partly depend on petroleum activity in Alaska.

It is the AEDC goal to increase business services to Alaskafrom Anchorage.

2. A second economic engine is the Anchorage waterfront. The defining feature of our
geography, the waterfront'hosts the Port of Anchorage, the Northstar Stevedore Terminal, fuel
storage and delivery terminals, the Alaska Rail Road, and an active sport fishery for King and
silver salmon in the summer months. In 1997, 345 vessels moved 3.3 million tons of freight
across the docks in Anchorage. In addition, 612,000 passengers and 5 million tons of freight
moved through the area on the Alaska Rail Road bound for destinations both north and south »
Anchorage. 15,000 people enjoyed fishing from the muddy banks of Ship Creek. The waterfron.
businesses employ 560 directjobs and add $125 million to the Anchorage economy.

The Port of Anchorage moves cement, petroleum and general cargo, a more diversified
cargo than any other portin Alaska. 80% of Alaska's populated area from Homer to the North
Slope receive goods from Anchorage. 90% of all the goods sold in the railbelt originate at the
Port of Anchorage. The Port of Anchorage has a 130 acre industrial park, occupied principally
by Tote and Sea Land, and has the largest Foreign Trade Zone in Alaska. The area to the north of
the Port has space for future expansion and development. A direct northern access to the Glen
Highway, by-passing traffic through downtown Anchorage, is under review and would greatly
expedite commerce with the Anchorage trading partners to the North..

This thriving multi modal transportation hub faces significant potential for growth in



response to increased production activity in the neighboring communities of Matanuska Valley
and Fairbanks. Anchorage is the closest tidewater for export trade and is well served by both
road and rail systems. The multi modal transportation center offers not only domestic
opportunity but also the prospect of value added activities based on bulk commodity processing
in a foreign trade zone. At the close proximity to both the Russian Far East and to China, the
potential for increased trade here holds great promise. Collaborative efforts among the various
jurisdictions in the waterfront area are moving forward. The AEDC intends to focus significant
effort to enhancing the synergies among the Alaska Rail Road, the Port of Anchorage and the

Private business users of the waterfront.

Itis the AEDC goal to establish the Anchorage waterfront as a multi modal center of
transportation and international trade by 2002.

Anchorage isa Center of Opportunity for a global market. Two economic engines
capture our world class capability in tourism and international trade.

3. The Anchorage International Airport has become one of the strongest economic
engines within the last seven years. The airport and its related activities account for 11,000 jobs

and over $319 million annually to the Anchorage economy. 95% of the industrialized world lies
within nine hours of the Anchorage airport. Thirty five airlines move over 500 domestic and

over 300 international flights each week.

The AEDC has pursued three strategies to promote the Anchorage International Airport

over the last four years.

] First: Maintain and increase airline stops in Anchorage. This effort includes recruiting a
direct passenger service to Japan for year round travel, and increasing cargo lift to
Europe.

] Second is the strategy to increase cargo transfers among airlines in Anchorage. AEDC

has performed several studies of airline hub opportunities in Anchorage. The Lynxs
Group is constructing a facility at the North Airport Park to promote such airline to airline

transfers.

] Third, the AEDC pursues a strategy of recruiting logistics companies and manufacturers
of high value, light weight, time sensitive goods for movement by air. It is important for
cargo to be generated in Anchorage to maintain good business reasons for airlines to stop
here. The AEDC will be conducting market studies for export of fresh and live seafood
products as part of the efoort to generate high value cargo from Anchorage.

Payload will always exceed fuel 'is a driving force for using a particular airport. With our
location at the air crossroads of the globe, Anchorage has an excellent opportunity to become a
global logistics center within the next decade. Aggressive marketing and necessary infrastructure

support will be critical determinants of success.

The AEDC has a goal to expand value added and global logistics industries in
Anchorage.



4, The fourth economic engine of Anchorage is the tourism industry. 65% of all travelers
to Alaska come to Anchorage as part of their trip. As the boom-let in hotel construction
indicates, the Anchorage market is growing. The summer period enjoys occupancy rates of close
to 80% on average, and winter occupancy rates fall on average to 60% . With the addition of 740
new rooms in mid level hotel space, the ability of Anchorage to accommodate larger events in
the summer and multiple events in the winter and shoulder seasons opens a new marketing
opportunity. Itis important to develop appropriate destinations and infrastructure to support a
year round tourism industry. (Insert graph of bed tax proceeds on 1997 base, if available) As the
tourism industry moves from a seasonal employment mode to a year round mode, there will be
more opportunities for Alaskan based businesses to thrive. Rather than close in the winter,
restaurants and shops will stay open year round with varying clientele depending on the season.
W hile the tourism industry returns a relatively low proportion of the total industrial output
compared to the number of employees, as the seasonality of the industry is reduced, the value of
this sector will increase. Full time, year round employment will replace seasonal and part time

employment.

AEDC has pursued two strategies to promote international tourism. One has been the
successful formation of the Alaska Snowmobile Representatives Alliance. This statewide trade
association is promoting trails for snowmobile use, grooming of snowmobile and cross country
trails, and a method for funding the expansion of both snowmobile and ski trail systems.
Alaskans purchased 15,817 new snowmobile at a total cost of $94 million in 1996 and 1997. It
is important to note that in states where an active association is in place, there are more groomed,
marked trails for all season use. Winter vacations by snowmobile enthusiasts typically average

$3,000 per person per trip.

The second strategy has been to develop destinations within Anchorage. In addition to
the Native Heritage Center, an expanded Museum of Art and Natural History, the Mayor has
been promoting the Aviation Heritage Museum and development of a tourist destination in Ship
Creek. AEDC is also promoting the Nature Center at Potter Marsh to provide a permanent home
for the Bird Treatment and Learning Center. It will be possible for visitors to experience a
variety of interesting activities within Anchorage on a four season basis. Many other wonderful

destinations abound at a day‘s trip from Anchorage.

It is the AEDC goal to promote tourism as afour season industry based on Alaskan
businesses.

IV. Five Steps Toward Sustainable Prosperity

The opportunities abound for the economy of Anchorage to continue on a path of strength
and stability. This is not a course the AEDC can pursue alone. In every case, there are essential
collaborations with other organizations and with state and local government authorities. This is a
critical juncture for Anchorage. At this point, the economy can pull several promising threads
together and rise to a world class presence, or the economy can continue to percolate along at the
whim and will of other driving forces. Sustained prosperity does not happen by accident. A
commitment to action by both public and private sectors will make a difference in the future of
Anchorage. There are five key steps we must take as a community for our economic



development efforts to be successful on a sustained basis.

1. Leadership. The AEDC has enjoyed excellent working relationships with Mayor Mystrom
and with the Anchorage Assembly. We also work closely with Commissioner Debbie Sedwick,
and share significant work on international trade development with her office and with Governor
Knowles. Public private partnerships are an essential part of successful economic development
work. A united front to the outside world is critical to success. The leaders of the city and the

state offer support and direction to our efforts.

Community leadership in the sense of cultivating a generation of entrepreneurs with the
skill and capability to take action is the mark of a vibrant thriving city. Through the guidance
and initiative of the Humanities Forum, Anchorage received a grant from the Pew Charitable
Trust to undertake Leadership Anchorage. In this program, twenty new community leaders are
receiving training and group project work this year. Twenty more will be recruited for next year,
and twenty more for a third year. This process will provide the seeds of skilled people with
dedication and involvement in making Anchorage a better place to work and live.

2. Education. The students of today become the labor force of tomorrow. It is essential to
tie the academic pursuits within college walls to the business community more closely. The
AEDC enjoyed the involvement of eight UAA business students this last semester. Their
enthusiasm and diligence provided valuable advice and support in business planning to both the
newly formed Alaska Snowmobile Industry Alliance and to the Alaska Resource Alliance, a one
stop shop for oil and gas and industrial projects. The presence of multiple colleges and
universities in Anchorage offers significant opportunities to enhance the education system as an
industry itself. The education of students and close ties of those students to growth industries in
Anchorage will attract good students and be sure they have jobs to fill in Anchorage when the

graduate.

If you examine the success stories of Research Triangle Park, Silicon Valley or Route 128,
you will find the common theme of a strong university system spinning out ideas, knowledge,
technology and taking in problems to solve. The dynamic relationship between business and
academic institutions strengthens both. The AEDC will be working with Dr. North at APU and
Dr. Gorsuch at UAA to build better bridges to the business community.

3. Infrastructure. Anchorage infrastructure for supporting industrial growth must not be
neglected, or left to future serendipity. Adequate planning and commitment to the support for
industrial parks, improvements at the airport to maintain quality and support growth, additional
tourist attractions and public facilities such as an expanded convention center, improved road
access and safe travel pathways from the waterfront to the major highways, all require attention.
The AEDC has introduced legislation which will help to cover the cost of providing
infrastructure for new manufacturing and value added businesses in Alaska. SB 159 fact sheets
are available on your tables. Having a strong incentive program to assist in preparing locations
for development, with appropriate safeguards and screening provisions, will expedite high value

job formation.

4. Land. Anchorage is bounded by Cook Inlet, by Military lands to the North and by federal
park lands to the south. There will need to be careful land use planning to accommodate growth



and increased value activities in Anchorage. The comprehensive planning process now in
motion will play an important role in shaping future land use patterns. But, so will the ultimate
form of the re-enactment of the Intermodal Surface Transportation Efficiency Act currently
pending before Congress. Only one of the eight versions of the ISTEA bill re authorization
includes a preference for rural areas. Without this preference, Alaska will receive funds in
proportion to the level of funds generated from gasoline taxes. With our small population and
underdeveloped road system, we will have a very low priority for allocation of funds!

The resolution of the subsistence issue may have a significant effect on land availability for
development. Not so much in Anchorage directly but throughout the state. Only one half of one
percent of the land in Alaska is owned privately, another 11 percent is held as native lands, all
the remainder is federal or state lands, and managed principally as park or preserved areas.

5. Investment. The AEDC has opened a dialogue with the Alaska Permanent Fund
regarding opportunities for investment in Alaska. The Permanent Fund Commission at its last
annual meeting appointed a special money manager in the real estate division to watch for
investment opportunities in Alaska which would be suitable additions to the Permanent Fund
portfolio. Meetings with several of the money managers and regular exchanges of information
about the Alaska economy and its growth opportunities have been productive. An ongoing
dialogue will enhance the familiarity of the money managers with investment options in Alaska.
The Permanent Fund also offers expertise and contacts with investors who may be interested in
projects or developments in Alaska for investment of funds separate from the Alaska Permanent
Fund. We now have several capital management firms in Anchorage. The potential to attract
investment from foreign sources is also of great interest. For example, the Alaska Seafood
International was able to attract a significant investment interest from a Taiwanese firm. Such
ventures improve the flow of dollars into the Anchorage economy, and enhance the success of

international trade jtivities.
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The Center of Opportunity

April 22, 1997

Honorable Loren Leman
Alaska State Senate

State Capital, Room 113
Juneau, AK 99801-1182

RE: SB 159 An ActRegarding A New Business Incentive Program

| have reviewed the proposed amendment to page 2, Line 6 of the proposed bill and have
no objection to the language.

Thank you for your expeditious attention to this legislation.

Sincerely,

/

PatriciaM.Del*/Ph.D.
President

550 West Seventh Avonue, Suit* 1400 = Anchorage, Alaska 00501 ¢ phone 007-258-3700 m fax 907-258-8646 ¢ e-mall aedcealaska.net



Alaska State Legislature

During Interin: During Session:
716 \\est 4th Avenue, Suite 510 A de *aPto*
Anchorage, Alaska 99801-2133 H Jureau, AK 99801:1182
(907) 28816 88ii" I (907) 465493
Fax (907) 2330226 Fax (907) 4663872

Senator Drue Pearce
District F

Sponsor Statement for SB 159

The New Business Incentive Program is an economic development grant
program targeted to companies locating or expanding into new manufacturing
businesses in Alaska. The program is designed to attract substantial business
with high value, year round jobs, and is limited to businesses under consideration

with the Alaska Industrial Development and Export Authority (AIDEA).

The grant program would be limited to reimbursement of defined portions
of relocation costs, site development costs, special employee training not covered
by other programs, and special analysis of sites in Alaska. The program is limited
to $3,000,000 annually, from funds generated by AIDEA. Unallocated funds will
be returned to the General Fund. Allocations must be made each year to fund the
program, and will be administered by the Department of Commerce and Economic

Development.

There are three essential functions that would be targeted through the New
Business Incentive Program.

1) A need to generate cargo: Interest in cargo flight activity has
increased recently, and there is a window of opportunity for Alaska to capitalize
on its location and cargo transfer capability. If we were to provide incentives for
businesses to expand into this industry, then we could exploit our locational
advantages in many regions including Fairbanks and Anchorage to give cargo
carriers economic reasons to stop in Alaska.

2) A need for more diversity in the corporate tax base:

M anufacturing comprises a mere 6.2% of Alaska's economy. $110 million of the
total $140 million in corporate taxes was paid by 11 corporations, the top four of
which are oil companies. Companies who benefit from this program will be
significant contributors lo the corporate tax base within several years of initiating
operations in Alaska. New revenues will How to the state through existing

mechanisms within three to five years.
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(907) 2388185 (907) 4664993
Fax (907) 2530226 Fax (907) 4663872

Senator Drue Pearce
District F

3) Alaskans need high value jobs: Over half of the manufacturers
in Alaska who have more than 20 employees hire at least 60% of their workforce
out of state. Many of these jobs are seasonal. Alaska needs to promote
businesses which provide year round jobs that pay well and add value to the
economy. Encouraging manufacturers which export high value products will add
revenue to the economy of the state and will create strong employment

possibilities for Alaskans.



Anchorage Economic Development Corporation

The Center of Opportunity

Pioneer Business Incentive Program

Concept Paper: Manufacturing Targets

Prepared by the Anchorage Economic Development Corporation

A partnering initiative putforward to attract new or expanded private sector investment in a
new industry sectorfor Alaska.

Goal: To establish net new jobs in manufacturing, logistics, and operations which add
value to Alaska’s economic base.

Criteria: *  Private sector company as primary investor
* Commitment to operate in Alaska for at least five years
* Permanent, year-round business activity

* Not directly competing with existing Alaskan businesses for at least 70% of
business transacted

* New business activity to the state which, if successful, is likely to bring addi-
tional activity to the state of the same kind

* Local community financial support

Provisions: The Pioneer Business Incentive Program will provide an incentive package based
on the level of private sector investment and the number of net new jobs created
in Alaska. Package may include one or all of the following provisions:

1. Relocation Costs:
Program would cover cost of relocation for key personnel. Program would

cover cost of moving and installing equipment and initial inventory.

2. Factory Floor Equalization Costs:
Program would cover differential in cost of space and operations compared
to alternative existing operation for a period up to three years.

550 West Seventh Avenue, Suite 1400 m Anchorage, Alaska 99501 m phone 907-258-3700 m fax 907-258-6646 m e-mailaedc@alaska.net
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3. Site preparation and infrastructure costs:
If a company is investing in the construction of a new facility, up to 50% of
the cost of site preparation and infrastructure installation will be covered by

the program through reimbursement to the Company.

4. Supplemental training and workforce development costs:
If the Company has workforce training and development costs beyond those
covered by existing federal, state and local programs, additional funds may
be provided up to $5,000 per employee per year for up to three years for
specialized workforce development. Program may also cover costs of initial
training for 1ISO 9000 or ISO 14000 certification.

5. Feasibility analyses, market studies and facility design costs:
Reimbursement of up to 50 % of costs a private company incurred to evalu-
ate Alaskan location, market opportunities, and facility design. Company
must document expenditure of funds specifically for Alaskan business loca-
tion. Program will reimburse costs only upon initiation of business opera-

tions in Alaska.

6. State rebates to local governments for property tax waivers:
Local property tax waivers would be a clear financial incentive lo attract
new business ventures. We propose the creation of a state rebate program of
up to 50% of the waived property tax. This ensures both state and local

financial commitment to a new venture.

Conditions:

1. Company participating in this program must apply through AIDEA and
receive approval through the same process which is applied to other AIDEA

financing programs.

2. In the event that the company participates in this program and then either
fails to establish its business in Alaska 3r leaves the state before the end of
five years, all funds received through this program must be returned to the
State of Alaska within 90 days of departure. In the event of bankruptcy, the
State of Alaska shall be named as principal creditor.

Proposed Funding Mechanism:

A fund not to exceed five million dollars in each year would be earmarked from AIDEA divi-
dends. The Pioneer Incentive Program funds would be allocated to the Department of
Commerce and Economic Development to be released to the applicant Company upon approval
of the AIDEA Board of Directors. Funds so earmarked would only be expended for
applicants which meet all the criteria defined in the Program, and which meet the
review standards used by AIDEA in evaluating its other investments.
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The Alaska Economy Lacks Diversity
Alaska's economy lacks diversity in manufacturing and industries which add value into the economy.

Currently manufacturing accounts foronly 6.2 percent of total employment in Alaska.

Employment Composition

Alaska-1996

Construction
5.0%

88% Rk Services & Misc.
4.4% 23.6%

Oil industry proceeds provide most of the revenues to the state, directly and indirectly. Alaska’ natural
endowment of fossil resources - oil, natural gas and coal, and minerals offer viable economic paths for
employment over several decades. But, for a longer term sustainable economy, the base of primary

industry must grow.

General Fund Revenues

Source of Funds -1995
Total Revenue = $1.2065 Billion

Income la* peiro S129
10.7%

In millions of dollars Olhorlaxos S34

28%

Sovoranco =polro. S794_
65.8%

Income lax- general S67
5.6%
Properly - pelro S57
4.7%

= Petroleum related revenue

Source: Alaska Dept, ol Revenue



Alaska's small manufacturing sector doesn't benefit Alaskans. More than half ofthe manufacturing
companies (with >20 employees) employ more than 25 percent non-residents.

Percent of Non-resident Hire
Manufacturing companies with over 20 employees

50% to 75%

75%+
14.1%

25% to
20.9%

0% lo 25%
43.5%

Source: Alaska Depl. ol Labor. 1t J4

Alaska Needs a Stronger Manufacturing Sector

Manufacturing, in most states, is the key sector that provides new dollars into the regional economy. In
many cases, service and retail transactions merely circulate existing dollars. Manufactured items that are
exported out of state bring in new dollars. These dollars are then distributed within the state's economy
through wages and goods and services provided by local area businesses.

Manufacturing Employment

Percent of Total Employment



The Competition Aggressively Seeks Manufacturing Operations
In the past, Alaska has been at a tremendous disadvantage in the manufacturing sector. High wages, distance
from markets, and transportation costs have impaired Alaska’s ability to compete in the manufacturing sector.

Recently, the tides have changed. The wage rate gap between the rest of the U.S. and Alaska is closing.
Heavy utilization ofair cargo compliments Alaska’s strategic location in the middle ofthe Northern Hemisphere.
Alaska is now in a position to make itselfcompetitive in a variety of manufacturing sectors.

Other states understand the competition to attract manufacturing companies is intense. In order to attract new
manufacturing operations, states are offering tax abatement, financial, and employment training incentives. In
order to stay competitive, Alaska must consider offering incentives to attract new manufacturing.

A few examples of state incentive programs follows:

Alabama: Alabama’s Economic Development Loan Fund can be used for the purchase of land, buildings,
machinery, equipment and working capital.

Arizona:  The state offers a corporate income tax credit equal to 5 percent of the purchase price on
construction materials used to build new manufacturing facilities.

Connecticut: Product development financing in the form ofrisk capital for high-technology products and
services is available.

Delaware: Targeted industry tax incentives - Corporate income tax credits are $400 for each $ 100,000
investment and $400 for each new qualified employee for whom at least $40,000 in new

investment has been made.

Florida:  Private activity bonds - Florida created a $75 million pool of locally issued private activity bonds
strictly for the benefit of manufacturing facilities.

Indiana: Infrastructure financing - The program finances public improvements including the design and
construction of roads, water and sewer lines, and rail spurs.

Michigan: Renaissance Fund - A fund that assists with land assembly/reclamation, and infrastructure develop-
ment. The fund generally spends $250,000 to $750,000 per project and $ 10,000 perjob created.

Oklahoma: Targeted industry tax credit - A $500 per employee income tax credit for a net increase of full time
equivalentemployees in targeted sectors.

South Carolina: Pre-export working capital financing.

Prepared by the Anchorage Economic Development Corporation, February 1997.
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AnChorage Rick Mystrom, Mayor
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April 22, 1997

Post-It" brand fax transmittal memo 7671 norpagas » /

Senator Drue Pearce . ,
U x jft D *c otlt L - sfyrd

Alaska State Legislature .
co- A CPO

Room 111 Dept. Phone H

State Capitol Far

Juneau, AK 99801-1182

Dear Drue;

| am writing in support of SB159/HB220, an act related to the new business incentive
program. The Municipality of Anchorage has placed a priority on expanding the global
logistics operations at the Anchorage International Airport. The AIA is the largest of
all cargo airports in the United States. It is important that we be in a position to add
cargo to the planes that travel through Anchorage by means of time sensitive technical

support adjacent to our airport.

Most other cargo hub centers offer significant state incentives for development of
airport operations.  Such businesses would include computer repair and return
operations, final testing and assembly of electronics, and global distribution centers.
The Municipality already has done its part with a property tax exemption program and
an inventory tax exemption program to help with expanding such activities in
Anchorage.

SB 159 allows Alaska to capitalize on its location and natural resources to enter high
value, expanding global markets. As the budget deliberations in Juneau continue, we
will be pressing for adoption of this measure. This program will help put Alaska on the
horizon for future investment and add significandy to our economy.

Sincerely,

RickMystrom /
Mayor

cc: Larry Anderson, Special Assistant to the Mayor

Patricia DeMarco, President AEDC
"City ofLights and Flowers"
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CHUGACH ELECTRIC.
ASSOCIATION, INC.

April 30, 1997

Ms. Patricia M. DeMarco, Ph.D.

President

Anchorage Economic Development Corporation
550 West Seventh Avenue, Suite 1400
Anchorage, Alaska 99501

Dear Dr. DeMarco:

I am writing to you today to express support for HB 220 and SB 159, legislation that would
underwrite and create a Business Incentive Program for Alaska, currently under consideration
by the State Legislature. | believe that passage ofthis legislation is crucial if Alaska is to expand
its economic base and employment opportunities with relatively high paying jobs in the

manufacturing sector.

The competitive nature of attracting manufacturing and other value-added enterprises is fierce
and this program will help level the playing field for Alaskan communities. M ost other states
already have incentive programs on their books and Alaska needs this tool if we are to attract
new business investment to our state and, in the process, develop a sustainable economic base
that generates high quality, year-round jobs for our citizens.

5601 Minnesota Drive « RO. Box 196300 « Anchorage.Alaska 99519-6300
Phone 907-563-7494 m FAX 907-562-0027



KPMG ipeat Marwick Ilp

601 West Ffth Avenue Telephone 907 276 7401 Telefax 907 274 4953

Suite 700
Anchorage, AK99501-2258

April 29, 1997

Patricia M. DeMarco, Ph.D.

President

Anchorage Economic Development Corporation
553 West 7th Avenue, Suite 1400

Anchorage, Alaska 99501

Dear Patty:

I am writing to you to express support for HB 220 and SB 159, legislation which would
create a new Business Incentive Program for Alaska, currently under consideration by the
State legislature. Passage ofthis legislation is critical if Alaska is to expand its economic
base and employment opportunities with relatively highpaying jobs in the manufacturing
sector.

With the competitive nature of attracting manufacturing and other value-added
enterprises, this program will help level the playing field for Alaskan communities. Most
other states already have incentive programs on their books and Alaska needs this tool if

we are to attract new business investment to our state and, in the process, develop a
sustainable economic base that generates high quality, year-round jobs for our citizens.

Feel free to share this letter with State of Alaska legislators.

Very truly yours,

KPMG Peat Marwick 11p

Michael E. Stone
Managing Partner

MES.amo



Electric Supply Co., Inc. 5333 Foirbanks Street « Anchorage. AK 99518 «(907) 562-2800

April 28, 1997

Patricia M. DeMarco, PH.D.

President . .
Anchorage Economic Development Corporation

550 West Seventh A.ve, Site 1400
Anchorage, Alaska 99501

Dear Patty,

| am writing to you today to express our support for HB220 and SB 159, legislation which would create a
NEW BUSINESS INCENTIVE PROGRAM for Alaska, currently under consideration by the state
legislature. We believe that passage of this legislation is critical if Alaska is to expand its economic base
and employment opportunities with relatively high payingjobs in the manufacturing sector.

We understand the competitive nature o f attracting manufacturin? and other value-added enterRrises and
believe that this program will help “level the Elaymg field" for Alaskan communities. Most other states
already have incentive programs on their books and Alaska needs this tool if we are to attract new business
investment to our state. This incentive program will help Alaskan communities develop a sustainable
economic base that generates high quality, year-roundjobs for our citizens.

We intend to contact our legislators and encourage them to support this legislation.

Sincerely,

Mitch Robison
Branch Manager
Debcnham Electric Supply Company
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April 28.1997

Patricia M. DeMarco, Ph.D.

President

Anchorage Economic Development Corporation
550 West Seventh Avenue, Suite 1400
Anchorage, AK 99501

Dear Patty:

I am writing to you today to express our support for HB 220 and SB 159, legislation which
would create a New Business Incentive Program for Alaska, currently under consideration by
the state legislation. We believe that passage of this legislation is critical if Alaska is to expand
its economic base and employment opportunities with relatively high paying jobs in the
manufacturing sector.

We understand the competitive nature of attracting manufacturing and other value-added
enterprises and believe that this program will help “level the playing field” for Alaskan
communities. Most other states already have incentive programs on their books and Alaska
needs this tool if we are to attract new business investment to our state. This incentive program
will help Alaskan communities develop a sustainable economic base that generates high
quality, year-round jobs for our citizens.

We intend to contact our legislators and encourage them to support this legislation.

President

hap

3111 C Street « P.O. Box 241489
Anchorage, Alaska 99524-1489
907/562-0062

FAX 907/562-1758  Mombor FDIC
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REGAL ALASKAN HOTEL

April 24, 1997

Senator Drue Pearce
716 W. 4th Avenue #500
Anchorage, AK 99501-2133

Dear Senator Pearce;

| am writing to you today to express our support for HB 220 and SB 159,
legislation which would create a NEW BUSINGSS Incentive Program for .\laska,
currently under consideration by the state legislature. We believe that passage of
this legislation is critical if Alaska is to expand its economic base and employment
opportunities with relatively high paying jobs in the manufacturing sector.

We understand the competitive nature of attracting manufacturing and other value-
added enterprises and believe that this program will help level the playing field for
Alaskan communities. Most other states already have incentive programs on their
books and Alaska needs this tool if we are to attract new business investment to our
state and, in the process, develop a sustainable economic base that generates high
quality, year-round jobs for our citizens.

Sincerely,

Max J. Lowe, CHA
General Manager

MJL:ta

A REGAL INTERNATIONAL HOTEL

4800si'ENakd Road « Anchorage, Alaska SBIAPH
Phone 907.2432300 o Fax 9072438815  woklow Iee Reservations 800222888

hop://www.fegal-hoieli.com/Anchorage « e-mail: renaiaalaska.net
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April24,1997

tPatricia M. DeMarco, (Ph.D

(President
Anchorage 'Economic Development Corporation

550 West Seventh Avenue, Suite 1400
Anchorage, AHC 99501

Dear Tatty:

| am zvriting to you today to express our supportfor (H/B220 andSB 159, legislation zvhichi
zuouCdcreate a H(ezv 'Business Incentive (Programfor Alaska, currently under
consideration 6y the state legislature. We Believe that passage o f this legislation is criticalif

Alaska is to expand its economic Base and employment opportunities zuith relatively high

payingjoBs in the manufacturing sector.

We understand the competitive nature o fattracting manufacturing and other value-added
enterprises and Believe that this program zvid help levelthe playingfieldfor Alaskan

communities. Most other states already have incentive programs on their Books and Alaska
needs this tookif zve are to attract nezo Business investment to our state and, in the process,

develop a sustainaBfe economic Base thatgenerates high quality, year-roundjoBsfor our

citizens.

We intend to contact our legislators and encourage them to support this legislation.

Managing 'Director

Alaska Operations
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April 24, 1997

Patricia M. DeMarco, PhD.

President

Anchorage Economic Development Corporation
550 West seventh Avenue, Suite 1400
Anchorage, Alaska 99501

Dear Patty:

I am writing to you today to express oil* support for HB 220 and SB 159,
legislation which would create a New Business Incentive Program for Alaska, currently
under consideration by the state legislature. We believe that passage of this legislation is
critical if Alaska is to expand its ecunomic base and employment opportunities with
relatively high paying jobs in the manufacturing sector.

We understand the competitive nature of attracting manufacturing and other value-
added enterprises and believe that this program will help level the playing field for Alaskan
communities. Most other states already have incentive programs on their books and
Alaska needs this tool if we are to attract new business investment to our state and, in the
process, develop a sustainable economic base that generates high quality, year-round jobs
for our citizens.

We intend to contact our legislators and encourage them to support this
legislation.

properties, inc.
2600 cordova street, suite 100
anchorage, alaska 99503
office: (907) 276-2761
direct line: (907) 257-0156
cweh ottleo indeptnaontly omwd *nd operand
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Ancheragj, Alaska SOSiS
(907) 344-3631
Fax (907) 319-6764

April 23, 1997

Patricia M. DeMarco, Ph. D.

President

Anchorage Economic Development Corporation
550 West Seventh Avenue, Suite 1400
Anchorage, Alaska 99501

Dear Patty:

I am writing to you today to express our support for HB 220 and SB 159,
legislation which would create a New Business Incentive Program for Alaska, currently
under consideration by the state legislature. We believe that passage of this legislation is
critical if Alaska is to expand its economic base and employment opportunities with
relatively high payingjobs in the manufacturing and high technology sector.

We understand the competitive nature of attracting manufacturing and other
value-added enterprises and know that this program will help level the playing field for
talent in Alaskan communities, we can and have attracted some of the best talent from the
lower 48. Most other states already have incentive programs on their books and Alaska

needs this tool ifwe are to attract new business investment to our state and, in the
process, deve’jp a sustainable economic base that generates high quality, year-round jobs

for our citizens.

Wc will contact our legislators and encourage them to support this legislation.

Sincerely,

Frank Tucker
President

cc: Scott Thompson CEO,
Brian Chronister Marketing Director,

Rob Shipley Operations Manager
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April 22,1997
W.O, D00001 ..

Senator Drue Pearce, Co-chair Fax- 465-3872
716 West 4WAvenue, Suite 500

Anchorage, Alaska 99501-2133

Dear Senator:

| am writing to you today to express our support for HB 220 and SB 159, legislation which would
create a New Business Incentive Program for Alaska, currently under consideration by the state
legislature. 7/© be!‘eve that passage of this legislature is critical if Alaska is to expand its economic
base and employment opportunities with relatively high payingjobs in the manufacturing sector.

We understand the competitive nature of attracting manufacturing and other value-added enterprises
and believe that this program will help level the playing field for Alaskan communities. Most other
states already have incentive programs on their books and Alaska needs this tool if we are to attract
new business investment to our state and, in the process, develop a sustainable economic base that

generates high quality, year-roundjobs for our citizens,

Very truly yours, N
DOWL Eneinee.rs

Melvin R. Nichols, P.E.
President

cc.  Anchorage Economic Development Corporation

DO00OL P VRN (VIZ297 K

<4040 0 STREET « ANCHORAGE « ALASKA « QQBQ3-BOQD « OOT/BOB-SaCQ + FAX aO7/0B3-3S53



I urn writing to you today to express our support for HB 220 and SB 159, legislation

which would create a New Business Incentive Program for Alaska, currently under
consideration by the state legislature. We believe that passage of this legislation is critical if
Alaska is to expanri.its economic base and employment opportunities with relatively high paying

jobs in the manufacturing sector.

We understand the competitive nature of attracting manufacturing and other value-added

enterprises and believe that this program will help level the playing field for Alaskan
communities. Most other states already have incentive programs on their books and Alaska
needs this tool if w. are to attract new business investment to our state and, in the process,
develop a sustainable economic base that generates high quality, year-roundjobs for our citizens.

We intend to contact our legislators and encourage them to support this legislation.

Sincerely,

135 Cordova * Anchorage, Alaska 99501 « Phone (907) 272-5050 « Fay (907) 272-5073 |

WHQIEUIr fcoos
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FROM  PERK OILFIELD SUC CO PHONE NO. 1907 283 2022

April 17,1996

To Whom It May Concern

From: Bill Stamps
Reference: House Bill No. 220

Please accept this as my support for House Bill No. 220.

Bill Stamps

Peak Oilfield Service Co.
P.O. Box 130

Kenai, AK. 99611

(907) 283 2022
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FedEX,
Fodoxal Express
April 16,1997

Mr. Greg Wolf

Vice President

AEDC

550 West Seventh Avenue
Suite 1400

Anchorage, Alaska

Dear Mr. Wolf:

I am writing to encourage and applaud your efforts to enact economic incentive
legislation in Alaska. As you know, FedEx bus a significant presence in Anchorage
with a large and expanding air operations and package sorting facility employing over
826 Alaska residents. Obviously, we uvc very supportive of any efforts to increase the
level ofeconomic growth in this market.

It is common knowledge that in today’s global market every state is competing
vigorously for increased economic activity with u variety of economic incentive
programs. In fact, we have recently taken advantage of such programs in site selection
decisions. It seems critical that Alaska be active in this process given its proximity to
Asian markets with that market’s enormous growth potential. 1know the Governor is
keenly aware of this necessity.

Again, we believe you are on the right track and wish you every success in your
campaign to enact this legislation.

Sincerely,

Senior Representative
Government Affairs
901/395-5168

dew

VIA FAX
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TO: Patti DeMarco

907-258-6646
Fe3C Alyeska Alloys, L.L.C.
FROM: Bob Braddock
Robert L Braddock, Prajtcl Unctor 303-f 34-2060  FAX' 303-989-4989
January 31, 1997
Ms Dabby Sedwick J

Alaska Department of Commerce and
Economic Development

Frontier Building, Suite 700

3601 "C" Street

Anchorage, AK 99503

Dear Debby:
Introduction

With no clear understanding of how the Administration proposes to implement the Pioneer
Incentives Program (the “Program)”, but with a sense of the Administration's intent, Alyeska
Alloy's ("Alyeska") has taken the presumptuous position of submitting a proposal for
consideration.

Alyeska interprets the aims of the Program as:

i. To capitalize on Alaska's strategic geographic- location to create export markets for
which Alaskan industry would hold competitive advantage;

ii. To attract new enterprises to Alaska which wiil add diversity to the economy;
iii. To induce new enterprises to locate in Alaska which create stable, high wage jobs; and

iv. To increase the wealth created and retained in Alaska through the addition of value
added processing to the existing natural resource extraction Industries.

If Alyeska is accurate in our interpretation of the Program” goals, we are convinced that
Alyeska's iron carbide project (the "Project”) Is an ideal candidate.

Although Alaska's prior growth has been created by government or large corporate sponsored
projects, the State's present and future growth will be created b> more nimble entrepreneurs of
less substantial financial means (such as Alyeska). While the go'.emment and large
corporations can, due to their enormous capital resources, press ahead witn ~rejects in spite of
changes in the marketplace, entrepreneurs-have no such luxury, for we are the creation of the
marketplace, not its master. Alyeska's Project is driven by the marketplace. At present, the
demand for iron carbide and other alternative iron units exceeds supply, but this situation will
not last indefinitely. Should Alyeska's Project begin to stall, these potential customers will look
elsewhere to meet their alternative iron needs. If so, the opportunity to establish this new
industry in Alaska may be lost forever.

165 South Union Blvd., Suita 350 .
Lakowood, Colorado 80228-2211 -USA
Phono (303) 984-2000 -FAX (303) 989-4889



Ms Debbie Sedwick

Pioneer Incentives Program Proposal
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January 31, 1997

Having said all this, Alyeska remains confidant that we are in the right placa at the right time.
Alyeska seeks a small assist from the Program, which would significantly increase the
probability of success of the iron carbide Project and thereby benefit the State of Alaska.

Benefits to Alaskans

While much has been presented outlining the general features of the Project, Alyeska has not
focused attention on the many sustaining benefits the Project provides to Alaska and its
residents. These benefits Include:

e Dunng the two year construction phase, a majorportlan of the estimated 5190 million
combined cost of the port and plant will be injected into the local economy through almost
350 construction jobs, local design, fabrication and erection services.

+ Once operational, the Project will create 50 to 60 permanent, high paying plant jobs.

 An additional 20 to 30 jobs will be created in port operations, camp catering, air taxi and
allied support services.

e This employment will be created in a region and locale which has a history of high
unemployment.

* All but a select few of the total permanent Jobs created will be filled by current Alaskan
residents.

» The Project will consume almost 520 million In natural gas annually, generating over S1.5
million per year in royalties for the State.

e The Project will use Alaskan natural gas to increase the value of iron ore five fold.

* The Project will pay over 51 million in property taxes annually to the Borough.

e A doubling or tripling of the Project is anticipated by 2003, creating more jobs, gas royalties
and property taxes.

e The addition of a multi-use, deep water port on the west side of the Cook Inlet should help
to unlock local coal and gravel projects which have languished for many years.

e The stable natural gas demand requirement of the Project should encourage the
development of additional Cook Inlet natural gas reserves.

» The Project creates the stable manufacturing employment not typically found in the boom
and bust-cycles associated with natural resource development.

Project Status - Phase Il

Alyeska has just begun the critical Phase Il of development of the iron carbide Project. The
following was accomplished during Phase |, recently completed at a cost of approximately
$500.000:

e The site was selected

» Natural gas and power supply agreements were negotiated

* Process license was obtained

« Engineering/Procuremant/Constnjction contractor was selected
* Financial advisor was selected

Environmental consultant was chosen.
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Pioneer Incentives Program Proposal
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January. 31, 1997

The following Phase Il activities should take approximately one year and require the
expenditure.of up to $2 m illion:»

* Preliminary plant and port designs will be developed

« All permits will be obtained

» A fixed price contract for construction of the plant will be negotiated
« Background site data will be obtained for the plant andport

* Bids will be received for the port construction

* lron ore supply agreements will be negotiated

* Iron carbide purchase agreements will bo negotiated

* Equity partners will be selected

« Lenders for the Project will be chosen.

Phase Il will be completed upon dosing of financing for the plant and port, and is anticipated to
occur during the first quarter of 1998. Phase lll, construction, will begin immediately following
closing of financing.

The critical Phase Il can'be broken down into two major activities. During the first half of
Phase ll, virtually all of the third party agreements, preliminary designs and permit applications
will be completed. The second half will be devoted to the documentation required to close on
construction finandng. Of the S2 million antidpated to be expended during this Phase, fully $1
million will be associated with creating the preliminary designs needed to apply for permits and
the actual environmental permitting process. The remaining $1 million will be used to complete
documentation and legal fees associated with closing. It is In mitigating the costs associated
with permitting that the greatest assist to the Project can be achieved, for it is in this area that
the Project faces its last major obstacle to completion.
te

The preparation of permit applications for a project such as Alyeska's is no trivial matter. Much
engineering and site evaluation work must be completed before a complete application can be
filed. The relatively large amount of money required to accomplish this task occurs at a time in
the Project development cycle where development funding is expensive, particularly because
the uncertainty associated with permit Issuance still hangs over the.Project, a real "Catch 22."
As virtually all Alaskan projects must contend with overcoming the lack of infrastructure and
costs associated with constructing in a remote environment, the additional perceived risk
associated with permitting can prove to be that one last straw which breaks the proverbial
camel’s back.

Alyeska has reached the critical point where development capital is being assembled to
complete Phase Il. Approximately one quarter of the required funding has been secured, with
financial advisors assembling the remainder. It is through this critical period, the turning point,
that the State of Alaska can provide a small, but critical financial boost, for it'is at this stage
that judicious application of funds yield oversized benefits.



Ms Debbie Sedwick

Pioneer Incentives Program Proposal
Page 4'

January 31, 1997

Proposal for Program Involvement

Alyeska seeks to obtain $300,000 from the Program to be applied towards the development of
preliminary plant designs and environmental engineering required for permit applications.
Alyeska will provide matching funds. The combination of this State and private funding will
allow Alyeska to complete the critical permitting procass, thus removing one of the last major
obstacles to the development of the Project Alyeska further proposes to refund the State's
contribution to the Program at the time the Project closes on construction financing.

| hope we have made a compelling casa for how the Program can materially assist in the
development of the Project.’ Yes, there are risk3, but wa believe that the approach we have
taken provides the State with a clear sense of the rewards generated by the successful
completion of the Project

Sincerely,

Robert L. Braddock

Project Director H>-Z

cc: Laurie Cunningham, ADCED

John McClellan, ASRC
Don Evans, Alyeska Holdings



Alaska State Legislature

Senate

Slate Capitol
Juneau, AK. 99801-1182

April 12,1997

Patricia DeMarco,
President
Anchorage Economic Development Coiporation

via fax: 285-6646
two pages

Dear Ms. DeMarco:

We received your fax yesterday. Just wanted to let you know SB 159 is scheduled for
Senate Labor & Commerce Committee Thursday, April 17.

Senate Labor & Commerce Committee



Alaska State Legislature

Senate

State Capitol
Juneau, AK. 99801-1182

SENATE LABOR AND COMMERCE COMMITTEE
(‘\p.amE%n: Senat rLoren e
Ice Chairman: esnao ane
Se%%rt]grﬂo,f\f]man

Committee Schedule
1:30 p.m.
Fahrenkamp Room

Noticed: April 10, 1997

Tuesday. April 15;

+*SB 169: Voluntary Flex Time for Mines
+*SB 152: Certified Nurse Aide
«f*SB 110: Licensing of Landscape Architects

Bills Previously Held or Bills Held from other Meetings (if necessary)
Thursday. April 17:

+*HB 118: Reporting of Employment Accidents

+*SJR 27: Working Families Flexibility Act

+*SB 159: New Business Incentive Program

+*HB 117: Elevator/Boiler/Pressure Vessel Stds

Bills Previously Held or Bills Held from other Meetings (if necessary)

¢First hearing
+ = Teleconference
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April 11,1977

Dear Anchorage Caucus Member:

| am writing to you today to urge youi support of some important legislation now
pending before the legislature. Committee hearings are set for Thursday, April 17th in both the

House and Senate.

House Bill 220 and Senate Bill 159 is legislation that will create an incentive program for
die purpose of attracting new business to our state. (I have attached a copy of the legislation for
your review). Passage of this legislation is essential if Alaski is to be competitive with other
states, virtually all of whom have similar, ifnot more aggressive, incentives already on their
books. In combination with incentives currently available at the municipal level, this program
would help “level the playing field" for Anchorage as we compete for business with other cities
across the country-and, in some cases, around the world.

The proposed legislation contains a clear set of criteria that companies would have to
meet in order to qualify for the incentive and important safeguards to ensure that the State
provides the incentive funds only after the criteria has been met. The program is designed to
encourage companies to establish manufacturing or other value-added operations in Alaska for
products ultimately destined for export out of the state.

I will be in Juneau next week, accompanied by several of our board members. | hope to
have the opportunity to talk with you about this legislation and to answer any questions. Thank
you for your continued support of our efforts to grow and diversify the Anchorage economy!

Sincerely,

PatriciaM. DeMarco. Ph.D.
President

550West Seventh Avene, SUlte00 « Adoree. Aladka 99501 » phone 07-258-3100 = 1ax907.2583-6346 mm e-mart aadcO-aleda.Lret
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Anchorage Economic Development
Corporation

Fax Transmission

Date: April n, 1997

To: Anchorage Caucus
Honorable Dave Donley
Honorable Johnny Ellis
Honorable Rick Halford
Honorable Tim Kelly
Honorable Loren Leman
Honorable Sean R. Pamell
Honorable Drue Pearce
Honorable Randy Phillips
Honorable Jerry Ward
Honorable Ramona L. Barnes
Honorable Ethan Berkowitz
Honorable Con R. Bunde
Honorable John Cowdery
Honorable Eric Croft
Honorable Fred Dyson
Honorable Joe P. Green
Honorable Mark Hanley
Honorable J. Allen Kemplen
Honorable Pete Kott
Honorable Terry Martin
Honorable Eldon Mulder
Honorable Brian S. Porter
Honorable Norman Rokeberg
Honorable Jerry Sanders

From: Patricia DeMarco

Following this page, please find 4 page(s). If this does not reach
you in full, please inform us ASAP. Thank you.

550 West 7th Avenue-Suite 1400--Anchorage, AK 99501-Telephone (907)258-3700-FAX (907)258*6646
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HOUSE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE - FIRST SESSION

BY REPRESENTATIVES SANDERS, Barnes, Ansterman

Introduced:
Referred:

A BILL
FOR AN ACT ENTITLED \\A

"An Act relating to the new business incentive program."”

0-LSO0776\F

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

* Section 1. AS 44.88.080 is amended by adding a new paragraph to read:

(26) to screen potential applicants for a new business incentive grant

and approve the award of the grants under AS 45.81.020.
* Sec. 2. AS 45 is amended by adding a new chapter to read:

Chapter 81. New Business Incentive Program.

Sec. 45.81.010. New business incentive fund. There is established in the

department the new business incentive fund consisting of appropriations to the fund

from money available under AS 44.88.088 or from other sources.

The amount

appropriated to the fund each fiscal year may equal $3,000,000. The department may

use money in the fund for new business incentive grants. On June 30 of each fiscal

year, the unexpended and unobligated balance in the fund lapses into the general fund.

Sec. 45.81.020. Eligibility for grants, (a) A new business or a business that

is opening a new branch in the state is eligible for a new business incentive grant if

Hew Text: Underlined [DELETED TExT BRACKETED]
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1 the business
2 (1) is primarily engaged in manufacturing a product for export outside
3 of the state;
4 (2) wiU not directly compete with an existing business that is located
5 in the state as determined by the department;
6 (3) is located in a municipality that has provided financial support to
7 the business in a form and in an amount acceptable to the department;
8 (4) is primarily financed by the private sector;
9 (5) is receiving financing from the Alaska Industrial Development and
10 Export Authority; and
11 (6) has been approved for a business incentive grant by the Alaska
12 Industrial Development and Export Authority,
13 (b) The department shall prescribe the form and procedure for submitting new
14 business incentive grant applications. Subject to the availability of money in the new
IS business incentive fund, the department may award a grant to an eligible applicant in
16 an amount that does not exceed the amount approved by the Alaska Industrial
17 Development and Export Authority for that applicant
18 Sec. 45.81.030. Use of grant money. After awarding a new business incentive
19 giant, the department may pay money from the grant to the recipient business only as
20 reimbursement for one or more of the following costs incurred and paid by the
21 business:
22 (1) cost of relocating key personnel and of moving and installing
23 equipment and initial inventory;
24 (2) up to 50 percent of the cost of site preparation and installation of
25 utilities for a new facility;
26 (3) work force training costs for a period of up to 36 months in an
27 amount not to exceed 55,000 for each employee receiving training during a 12-month
28 period if the costs are not covered by another governmental program;
29 (4) up to 50 percent of the costs of business feasibility analyses, market
30 studies, and business facility designs.
31 Sec. 45.81.040. Grant conditions, (a) A business that receives a new

-2-
New Text. Underlined (DELETED TEXT BRACKETED]
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business incentive grant must continue to operate in the state for at least five years
after the date the grant is awarded or must, within 90 days after ceasing to operate,
repay the grant money together with interest on the money in an amount established
by the department. A business that is a branch or subsidiary of another business may
not receive a grant unless that other business agrees, in a form acceptable to the

department, to be responsible for the obligation to repay grant money and interest

under this subsection.

(b) The department may set additional terms and conditions for the award of

new business incentive grants and for the payment of grant money.

Sec. 45.81.050. Definition. For purposes of AS 45.81.010 - 45.81.050,

"department” means the Department of Commerce and Economic Development.

*3*
Haw Taxr Under lLoad [DELETED TEXT BRACKETED]
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STATE OF ALASKA

FISCAL NOTE

BILL NO. SB 160

1998 LEGISLATIVE SESSION

Revision Date;

Department: Commerce and Economic Development

BRU: Occupational Licensing

Title: An Act relating to registration, inspection, and

testing relating to radiological equipment in dentists’ offices. Component: Operations
Sponsor: Senator Taylor by request

Requestor: Senate Labor & Commerce COMPONENT SERIAL NO.

Expenditures/Revenues

(Thousands of Dollars)

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

|[CAPITAL EXPENDITURES-

OPERATING EXPENDITURES FY 99 FY 00 FY 01 FY 02
65.8 65.8 65.8 6b.8
4.0 4.0 2.0 2.0
3.0 3.0 15 15
1.0 1.0 1.0 1.0
15.7
89.5 73.8 70.3 70.3
163.3 00 140.6 0.0

ICHANGE IN REVENUES

FUND SOURCE

1002 Federal Receipts
1003 GF Match

1004 General Fund

1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)
TOTAL

(Thousands of Dollars)

89.5 73.8 70.3 70.3

89.5 73.6 70.3 70.3

Estimate of any current year (FY 98) cost: $ 0.0

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)
SB 160 transfers regulation of x-ray equipment in a dentist office from the Division of Public Health, Department
of Health and Social Services to the Board of Dental Examiners in the Division of Occupational Licensing,

Department of Commerce and Economic Development.
profession and the practice of dentistry. By assuming responsibilities in the bill, new costs will be incurred

The board currently regulates level of entry into the

through establishing necessary regulations, registering equipment and requiring periodic inspection of

radiological equipment.

Prepared by:
Division:

Approved by Commissioner:
Agency:

An explanation of the costs are explained on the attached page.

1844

FY 03 FY 04
Cd.8 65.8
4.0 4.0
1.5 15
1.0 1.0
72.3 72.3
144.6 0.0
72.3 72.3
72.3 72.3
1 1

Jennifer Strickler, Administrative Mai Phone: 465-2144
Occupational Licensing Date: 3/2/98
Deborah B. SedwickA__ Date: /m>

Commerce and Economic Development

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNORS LEGISLATIVE OFFICE

For further distribution information, call the Governor*s Legislative Office
Page 1 of 3



FISCAL NOTE

STATE OF ALASKA BILLNO.: SB 160
1998 LEGISLATIVE SESSION

ANALYSIS: (Continued)

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT
FISCAL NOTE CALCULATIONS

Personal Services

This funding provides aIPermanent full-time Radiological Health Specialist ||
position, Range 20; similar to the position currently providing inspection duties
within the Department of Health and Social Services.

At ttie start of FY 98, there were 528 dentists licensed in Alaska. This ﬁosition.is
anticipated to perform dental x-ray equipment inspections, to register their equipment
and ensure registration fees arc paid, and to monitor and maintain inspection records of
dental x-ray equipment. Additionally, Iliis position will assist the board in preparing
requlations regarding dental radiological equipment.

Travel

This fundingprovides travel and per diem for the staff position to visit dental facilities
throughout Alaska to conduct equipment inspections. Information obtained indicate that
approximately 80% of dental facilities are within driving distance of Anchorage. This funding
covers mileage and per diem costs, plus, transportation to those facilities requiring air travel,

This fiscal note assumes tliat travel costs will be high within the first two-years to ensure all
equipment is inspected. The next two years should not require substantial travel except to
inspect new equipment. Travel costs are anticipated to increase again in the fifth year because of

the five year inspection requirement in Sec. 08.36.075(c).

Contractual Services
The contractual services will fund expenses associated with adoption of new regulations
concerning x-ray equipment in dental offices, including public notices, ?ostaﬁ;e, printing

of the regulations and registration forms, and regulation hearings via telecon eren_cin?.
This expense is reduced after the first two-years assuming the regulations will be in place.

Supplies

Funding provides daily desk top and other operating supplies.

Equipment (one-time costs)

Funding covers office set-up furniture and equipment costs for the new position.

TOTAL:

$65.8

4.0

3.0

10

15.7

$89.5

Page 2 0f3



SUMMARY/Revenue:

The costs identified in tliis fiscal note arc based on the assumgtio.n that @ new position similar to the one currently
providing x-ray inspections in the Department of Health and Social Services will be obtained to provide dental x-
ray equipment inspections for the Board of Dental Examiners |f the board determines bY regulation that inspection
costs are to be paid by individual licensees, costs in this fiscal note would be reduced. Staffwould still be necessary
to register equipment, maintain inspection records, and investigate violations.

Licensing programs in Occupational Licensing are mandated by AS 08.01.065 to support their costs through-
licensing fees. This added expense will impact the license fees of dental practitioners, either through the initial
payment of reglsterln% each piece of equipment or dental license renewal fees. For example, 528 dentists covering
new hiennial costs of $163.3 can anticipate a license fee increase of $309.00 in the start-up year to cover the new
COSts. Llcensm? boards do not receive general fund subsidies for their operations. The programs are 100%

program-reccipt funded.

The bill provides that a fee may only be charged for initial registration ofeach piece of equipment, however, the
costs associated with registering new equipment and monitoring inspection records will be ongoing. Therefore,
license fees must be maintained at a level sufficient to cover the new operations established by this bill.

Page 3 0f3



CHANGES TO SB 160: DENTAL. RADIOLOGICAL EQUIP.
MADE IN SENATE L&C COMMITTEE

1 Deleted language sa\ ing Governor nuisl consider Dental Society recommendations
to Board of Dentistry.

JUSTIFICATION: Not all dentists are memhers of the Society. Any group or
individual can already send letter to Gov. to recommend a person for appointment to a
board or commission.

2) Made bill consistent with sponsor's intent that dental radiological equipment, not
just the control panel be inspected.

3) Specified criteria lot inspection standards to he provided by private sector.

4) Allows the board of dentistry to adopt federal standards stricter than manufacturer’s
standards if health or safet\ is an issue.

5) Made clear the bill applies to owners or LESSEES of dental equipment.

6) Sec. 7 Transitional I\ uvisions: Deleted 1 Qi IPMENT OR OTHER PROPERTY]
to make it clear that the bo.ml will receive from the lJepartment of Health and Social
Services only the records ol equipment now registered with the state, not any equipment
the state has used in testing.



SENATE COMMITTEE REPORT
First Committee of Referral

DATE: 4/4/97 FURTHER:; HESS .
pate of 5-Day Nofice:. DATE TURNED 'ﬁg
(in accordance with Uniform Rule 23) IN TO OFFICE:

Labor and Commerce Committee considered SENATE BILL NO. 160

Af}fn Act relating to registration, Ir. .pection, and testing relating to radiological equipment in dentists
offices.

and recommends: Senate Bill:

[ Jsame title
[Tbe replaced with CS () [Jprtew title

House Bill:

[ ] adopt previous _ CS i ) [ 1same title

[ ] technical title
[ 1 attached amendment(s) [ Jnew: SCR*
[ ] adopt Letter of Intent by _ ,Committee
[ ] further referral to the Committee
NEW FISCAL NOTE(S): _ PREVIOUS FISCAL NOTE(S):* .
Department Date  Zero Fiscal Department Date Zero Fiscal

rIX'-W Tv Occ L .i W >

I\ i

[ ] APPROPRIATION - no fiscal note sinclude fiscal notes accompanying Governor's bill



FISCAL NOTE

STATE OF ALASKA
1998 LEGISLATIVE SESSION

Revision Data: 04/03/98

Title: Testing radiological equipment

Sponsor: Senator Taylor

Requestor: Senate L& C

Expenditures/Revenues:

OPERATING FY9
PERSONAL SHRICES

TRAH

CONTRACTUAL

SUPPLIES

EQUIPVENT

LAND&STRUCTURES

QRANTS A ANS

MSCHLANEOLB
TOTAL CPERATING 0.0

CAPITAL EXPENDITURES

CHANGES IN REVENUES ( [
RUND SOURCE

1002 Federal Receipts

1008 G- Mitch

10 G-

1006 GHProgram Receipts

1037 GH/MVental Hedlth

Cther (please specify)
TOTAL 00
POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

Estimate of any current year (FY98) cost:

ANALYSIS:

0.0

00

Sole]

(Attach a separate page if necessary)
With the proposed elimination of the on site inspection and certification of dental .adiologic equipment, the Divisionwill

BILL NO. CSSB 160 (L&C)

Dept. Affected: Health and Social Services
BRU: State Health Services
Component: Laboratory Services_
COMPONENT SERIAL NO. 291
See also(SN#):

(Thousands ol Dollars)

oL  FY02  FY®

0.0 00 00

(Thousands of Dollars)

0.0 0.0 00

0.0

00

generate the revenue for supposing the existing Radiological Health Program by assuring responsibility for the Federally

required inspection of mammography equipment.

Prepared by

r Division:
Approved by Commissioner:
Agency:

Peter M. Nakamura, MD, MPH

Phone:  (907)465-3090
Date: 04/03/98

Date:

Department of Health & Social Services

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE
For further distribution informatiaon, cll the Govermor™s Legislative Office

(Rov KVO6)lisnoto.xls/DAS_OHSS

Page 1of 1



FISCAL NOTE

STATE OF ALASKA
1998 LEGISLATIVE SESSION

Revision Date:

Title: An Act relating to radiological equipment used in
the practice of dentistry.

Sponsor: Senator Taylor by request
Requestor: Senate Labor & Commerce

Expenditures/Revenues

OPERATING EXPENDITURES FY 99 FY 00

PERSONAL SERVICES 20.3
TRAVEL 0.0
CONTRACTUAL 3.0
SUPPLIES 1.0
EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAI1 OPERATING 24.3

CAPITAL EXPENDITURES
CHANGE IN REVENUES 48.6

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 General Fund

1005 GF/Program Receipts 24.3
1037 GF/Mental Health

Other (Specify Type)

TOTAL 24.3

Estimate of any current year (FY 98) cost: 5
POSITIONS

FULL-TIME

PART-TIME 1
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

20.3
0.0
3.0
1.0

24.3

0.0

24.3

24.3

0.0

BILL NO. CSSB 160(L&C)

Department: Commerce and Economic Development

BRU: Occupational Licensing

Component: Operations

COMPONENT SERIAL NO.

(Thousands of Dollars)

FY 01 FY 02
101 10.1
0.0 0.0
15 15
1.0 1.0
12.6 12.6
25.2 0.0

(Thousands of Dollars)

12.6 12.6
12.6 12.6
1 1

FY 03
10.1
0.0
15
1.0

12.6

25.2

12.6

12.6

1844

FY 04
10.1
0.0
15
1.0

12.6

0.0 |

12.6

12.6

CSSB 160(L&C) transfers regulation of x-ray equipment in a dentist office from the Division of Public Health,
Department of Health and Social Services to the Board of Dental Examiners in the Division of Occupational

Licensing, Department of Commerce and Economic Development.

The board currently regulates level of entry

into the profession and the practice of dentistry. By assuming responsibilities in the bill, new costs will be
incurred through establishing necessary regulations, registering equipment and requiring periodic inspection of

radiological equipment. An explanation of the costs are explained on the attached page.

Prepared by: Jennifer Strickler, Administrative Mam fjer

Division: Occupational Licensing

Approved by Commissioner: Deborah B. Sedwigl¢

Agency: Commerce and Econgmic Development

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNORS LEGISLATIVE OFFICE

For further distribution information, call the Governor”s Legislative Office
Page 1 of 2

Phone:
Date:

Date:

465-2144
4/2/98



FISCAL NOTE

STATE OF ALASKA BILL NO.: CSSB 160IL&C)
1998 LEGISLATIVE SESSION

ANALYSIS: (Continued)

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT
FISCAL NOTE CALCULATIONS
Personal Services
Occupational Licensing Examiner | position. Range 12, PPT, GGU 20.3

This half-time position will be responsible to monitor and maintain inspection records of
dental x-ray equipment and collect applicable fees. Addltmr]allr, this position will assist
the board in preparing regulations regarding dental radiological equipment. It is anticipated
that a half-time position will only be necessary for the first two years. By the third year and
thereafter, only a quarter time of the position is anticipated to be necessary in providing
support to these tasks.

Contractual Services 3.0
The contractual services will fund exPenses associated with adoption of new regulations
concerning x-ray equipment in dental offices, including public notices, ?osta?e, printing

of the regulations and registration forms, and regulation hearings via telecon eren.cm%.
This expense is reduced aflcr the first two-years assuming the regulations will be in place.

Supplies
Funding provides daily desk top and other operating supplies. 10

TOTAL: §24.3

Page 2 0 f2



FISCAL NOTE

STATE OF ALASKA BILL NO. SB 160

1998 LEGISLATIVE SESSION

Revision Date;
Title: An Act relating to registration, inspection, and
testing relating to radiological equipment !n dentists' offices.
Sponsor: Senator Taylor by request
Requestor Senate Labor & Commerce

BRU: Occupational Licensing
Component: Operations

COMPONENT SERIAL NO.

FY 00 FYol | FYo02 FY 03 |
PERSONAL SERVICES 65.8 65.8 65.8 65.8 65.8
TRAVEL 4.0 4.0 2.0 2.0 4.0
CONTRACTUAL 3.0 3.0 15 15 1.5
SUPPLIES 1.0 1.0 1.0 1.0 1.0
EQUIPMENT 15.7

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

OPERATING EXPENDITURES FY 99

70.3 723 |

/3.8 70.3 |

89.5 |

ICAPITAL EXPENDITURES

CHANGE IN REVENUES 163.3 0.0 140.6 0.0 144.6

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003
1004
1005
1037

GF Match

General Fund
GF/Program Receipts
GF/Mental Health

89.5 73.8

70.3

70.3

72.3

Other (Specify Type)

1844

Department: Commerce and Economic Development

FY 04

65.8
4.0
15
1.0

72.3

0.0

72.3

72.3

TOTAL 89.5 73.8 70.3 70.3 72.3

Estimate of any current year (FY 98) cost: $ 0.0

POSITIONS

FULL-TIME 1 11 11 11
PART-TIME |
TEMPORARY | |

ANALYSIS: (Attach a separate page if necessary)
SB 160 transfers regulation of x-ray equipment in a dentist office from the Division of Public Health, Department

of Health and Social Services to the Board of Dental Examiners in the Division of Occupational Licensing,

Department of Commerce and Economic Development. The board currently regulates level cf entry into the

profession and the practice of dentistry. By assuming responsibilities in the bill, new costs will be incurred
through establishing necessary regulations, registering equipment and requiring periodic inspection of
An explanation of tne costs are explained on the attached page.

W -

radiological equipment.

Prepared by: Jennifer Strickler, Administrative Ma_ Phone: 465-2144
Division: Occupational Licensing Date: 3/2/98
Deborah B. Sedwick Date:

Approved by Commissioner
Agency: Commerce and Economic Development
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR™S LEGISLATIVE OFFICE

For further distribution information, call the Governor™s Legislative Office
Page 1 of 3
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FISCAL NOTE

STATE OF ALASKA BELL NO.: SB 160
1998 LEGISLATIVE SESSION

ANALYSIS: (Continued)

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT
FISCAL NOTE CALCULATIONS

Personal Services

This funding provides a permanent lull-time Radiological Health Specialist 11
position, Range 20; similar to the position currently providing inspection duties
within the Department of Health and Social Services.

At the start of FY 98, there were 528 dentists licensed in Alaska. This position is
anticipated to perform dental x-ray equipment inspections, to register their equipment
and ensure registration fees arc paid, and to monitor and maintain inspection records of
dental x-ray equipment. Additionally, this position will assist the board in preparing
regulations regarding dental radiological equipment.

Travel

This funding provides travel and per diem for the staff position to visit dental facilities
throughout Alaska to conduct equipment inspections.  Information obtained indicate that
approximately 80% of dental facilities are within driving distance of Anchorage. This funding
covers mileage and per diem costs, plus, transy ortation to those facilities requiring air travel.

This fiscal note assumes that travel costs will be high within the first two-years to ensure all
equipment is inspected. The next two years should not require substantial travel except to
inspect new equipment Travel costs are anticipated to increase again in the fifth year because of
the five year inspection requirement in Sec. 08.36.075(c).

Contractual Services
The contractual services will fund expenses associated with adoption of new regulations
concerning x-ray equipment in dental offices, including public notices, postage, printing

of the regulations and registration forms, and regulation hearings via teleconferencing.
This expense is reduced after the first two-years assuming the regulations will be in place.

Supplies

Funding provides daily desk top and other operating supplies.

Equipment (one-time costs)

Funding covers office set-up furniture and equipment costs for the new position.

TOTAL:

$65.8

40

30

10

15.7

S89.5

Page 2 of J



# #
SUMMARY/Revenue:

The costs identified in this fisca) note are based on the assumption that a new position similar to the one currently
providing x-ray inspections in the Department of Health and Social Services will be obtained to provide dental x-
ray equipment inspections for the Board of Dental Examiners If the board determines by regulation that inspection
costs are to be paid by individual licensees, costs in this fiscal note would be reduced. Staffwould still be necessary
to register equipment, maintain inspection records, and investigate violations.

Licensing programs in Occupational Licensing are mandated by AS 08.01.065 to support their costs through
licensing fees. This added expense will impact the license fees of dental practitioners, either through the initial
payment of registering each niece of equipment or dental license renewal fees. For example, 528 dentists covering
new biennial costs of SI63.3 can anticipate a license fee increase of $309.00 in the start-up year to cover the new
costs. Licensing boards do not receive general fund subsidies for their operations. The programs arc 100%

program-receipt funded.

The bill provides that a fee may only be charged for initial registration of each piece of equipment, however, the
costs associated with registering new equipment and monitoring inspection records will be ongoing. Therefore,
license fees must be maintained at a level sufficient to cover the new operations established by this bill.
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CS FOR SENATE BILL NO. 160(L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE - SECOND SESSION
BY THE SENATE LABOR AND COMMERCE COMMITTEE

Offered:
Referred:

Sponsor(s):  SENATOR TAYLOR BY REQUEST
A BILL

FOR AN ACT ENTITLED

"An Act relating to radiological equipment used in the practice of dentistry.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 08.36 is amended by adding a new section to read
Sec. 08.36.075. Dental radiological equipment, (a) Subject to (b) of this
section, the board £ball establish standards for the registration and inspection of dental
radiological equipment, including standards for record keeping relating to the control
panels and the use of the equipment. The inspection standards adopted by the board
must require that an inspection be performed by a person who has

(1) a degree in medical electronics that is based on a four-year
program;

(2) a certificate based on a two-year program in medical electronics and
two years of apprentice experience in installing and calibrating dental radiological
equipment; or

(3) four years of apprentice experience in installing and calibrating

dental radiological equipment and a certificate demonstrating completion of an
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New Text Underlined [DELETED TEXT BRACKETED]



