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Exemption from taxation 
The Alaska Industrial Development and Export Authority is a political subdivision of the State of 
Alaska performing an essential governmental function and as such is not subject to federal or 
state income taxation. In accordance with AS 44.88.140 (a), the Authority submits the following 
information describing the nature and extent of the tax exemption of the Authority’s property: 
All furniture, fixtures and equipment utilized by Authority personnel and real property occupied 
by the Authority offices within the Municipality of Anchorage are exempt from Municipality of 
Anchorage property taxes. All real and personal property associated with or part of projects 
developed, originally owned or operated under the Economic Development account located 
within cities, municipalities and/or boroughs are exempt from any respective real and personal 
property taxes. 
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Alaska Industrial Development and Export Authority 
___________________________________________________________________________________ 
 

January 10, 2006 
 

REPORT TO ALASKANS 
 
Fiscal Year 2005 saw a continuation of the course AIDEA’s Board and staff set in 2003 
in addressing non-performing assets in our portfolio and growing our loan participa-
tion program.  We disposed of the last of the MarkAir properties we held as a result of 
that company’s bankruptcy.  AIDEA also completed the sale of the Alaska Seafood 
International facility in Anchorage.  The property was sold for $24.5 million to An-
chorage Community Development LLC.  The idle fish plant is in the process of being 
converted to a multi-use facility that will create new jobs in the Anchorage area. 
 
In 2005, we took steps to put the Skagway Ore Terminal in use by entering into an 
agreement with a Canadian mining company to study the feasibility of using the facility 
for transshipment of coal from a Yukon mine.  We expect a “go, no-go” decision on this 
project before the end of the third quarter of FY 2006. 
 
In 2005 we began working with Homer Electric Association (HEA) on a restart plan for 
the 50 MW power plant at Healy, Alaska.  We are confident that, with a partner like 
HEA, we will be successful in restarting a facility owned by all Alaskans so it can pro-
duce competitively-priced power for Railbelt consumers.  We will keep the people of 
Alaska informed of our progress on this project through our website: www.aidea.org 
 
The Authority’s mission is to provide various means of financing to support economic 
development and diversity in the state, thereby creating stable economic growth and 
employment for Alaskans.  This is accomplished through two primary means: fi-
nancing private development projects, generally in partnership with financial institu-
tions; and, ownership of development projects, usually associated with the state's 
natural resources.  Over the years, the Authority has been successful in both areas. 
 
Since the first bond issuance in 1987 under the development finance program, AIDEA 
has issued bonds in excess of $415 million (excluding refunding bonds) to finance 
economic development projects owned by the Authority throughout the state. The 
projects have represented hundreds of jobs for Alaskans.  The Authority also retains 
bonding authorization for several potentially active projects, including $55 million 
remaining authorization for an aircraft maintenance, fleet service and cargo han-
dling facility located at Ted Stevens Anchorage International Airport and $50 mil-
lion for a bulk commodity loading and shipping terminal to be located within Cook 
Inlet.  
 
Under the Authority’s loan programs (also referred to as the credit program), 
AIDEA accomplishes its mission by acting as a secondary market for financial 
institutions by purchasing loan participations and by providing guarantees on bank 
originated loans.  Over the years, AIDEA’s credit program has provided business fi-
nancing in all regions of the state and in all sectors of the Alaska economy. 
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In Fiscal Year 2005, the Authority purchased $66.3 million of loan participations, re-
sulting in part from statutory enhancements to the loan program made in 2003.  
Senate Bill 73 (SB 73), introduced by the Governor, raised the limits of our loan par-
ticipation program to allow us to purchase up to 90% of a bank-originated loan to a 
maximum of $20 million.  Before this change, we were limited to purchasing 80% of a 
loan to a maximum of $10 million.  SB 73 passed the Alaska House and Senate with no 
dissenting votes, so the Governor and Legislature deserve a great deal of thanks for 
supporting economic development in Alaska. 
 
The 2003 change to our loan program did not mean we lowered our internal under-
writing standards. This is reflected in the fact that our total delinquency to total loans 
rate at the end of FY 2005 was 0.27%.  Alaska banks reported total delinquent loans of 
2.17% (including non-accrual) as of the same date. 
 
On June 30, 2005, AIDEA’s Revolving Fund loan portfolio consisted of 347 loans with 
a principal balance of approximately $332 million.  The Authority’s loan portfolio is 
both industrially and geographically diverse, with projects located from Ketchikan to 
the North Slope.  AIDEA’s active involvement in providing financing has created or 
helped to retain thousands of jobs across the state in the retail, tourism, fisheries, 
timber, transportation, healthcare, recreation, restaurant, manufacturing and other 
sectors. In 2005 alone, 1,026 permanent jobs and 390 construction jobs were created 
or retained through the loan program.   
 
Another AIDEA program that has been successfully used since the late 1970’s is the 
Authority’s conduit revenue bond program.  Under this program, AIDEA acts as a 
conduit for the issuance of bonds, and neither the assets nor the credit of AIDEA or the 
state are at risk.  Although the Authority has the ability to issue taxable and tax-
exempt bonds under this program, it has been used primarily for projects that qualify 
for tax-exempt financing. Tax-exempt bond issues under this program include fi-
nancings for construction of the Williams Lynxs Alaska CargoPort at the Ted Stevens 
Anchorage International Airport and, more recently, the Greater Fairbanks Community 
Hospital Foundation facilities expansion and renovation. 
 
Through June 30, 2005, the Authority had issued 304 revenue bonds totaling over 
$930 million.  We are on track to pass the $1 billion mark for conduit bonds in FY 
2006.  
 
One of the highlights of the conduit bond program in FY 2005 was the initiation of a 
small bond program. Typically, conduit bond transactions less than $10 million were 
not cost effective because of high fixed transaction costs. In 2005, AIDEA teamed with 
Wells Fargo Brokerage Services and bond counsel to standardize bond documentation, 
thereby eliminating or reducing transaction costs so customers with smaller financing 
needs could avail themselves of the program. Our first bond issuance under this pro-
gram was $1.12 million in tax-exempt bonds issued for Alaska Public Telecommuni-
cations Inc. to refund existing debt and to pay for renovations to the Elmo Sackett 
Broadcast Center in Anchorage. 
 
AIDEA’s programs provide an economic return to the state by creating jobs for Alas-
kans and helping to stabilize the Alaska economy.  AIDEA also provides a financial 
return to the state through its dividend program, which became law in 1996.  
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The statutory dividend program did not change the Authority’s mission. In fact, in 
establishing the dividend requirement, the legislature indicated its intent that “the 
financial integrity of the [authority] remain secure so that the authority can continue 
to fulfill its vital economic development mission for the state” (see sec. 1, ch. 11 SLA 
1996).  The dividend program is significant to the state and to the Authority in several 
ways as it: 
 
• allows AIDEA to provide money to the state to help fund other important programs; 
• is an indicator that the Authority is receiving a return on its investments in loan 

participations and development projects, which are the main vehicles used by the 
Authority to meet its mission of helping to create jobs for Alaskans and stabilize the 
economy; and  

• provides assurance to bond rating agencies, capital markets and the financial 
community that AIDEA is a long-term state investment and not just a ready source 
of cash in lean times. 
 

Under the dividend program’s statutory provisions, AIDEA makes available a yearly 
dividend to the state that ranges from 25 percent to 50 percent of audited “net income” 
for the fiscal year two years prior to the year the dividend is to be paid.  In no event is 
the dividend to exceed unrestricted “net income.”  On December 5, 2005, the Authority’s 
Board voted to make a $16,649,500 dividend available in fiscal year 2007.  The 2007 
dividend is 50% of the Authority’s 2005 Revolving Fund net income. Since the dividend 
program’s inception, the Authority’s Board of Directors has made available over $194 
million to the State General Fund, including the dividend declared last month. 
 
The Board bases the dividend amount on a number of factors, including projected 
income in future years, project and loan demand projections, impact on bond 
covenants, unanticipated needs, and rating agency concerns.  These dividends provide 
a reasonable return to the state while fulfilling the legislative intent that the financial 
integrity of AIDEA remains secure.  The dividend statute has provided needed stability 
for the bond markets. The last time AIDEA went to the market was in June 2002, 
when $20.5 million of general obligation, insured bonds were sold to refund previ-
ously issued bonds.  The bonds sold with a AAA rating, only the third such rating of its 
general obligation bonds in AIDEA history.  The insured rating and sale was a strong 
vote of confidence in the Authority, its asset base and the laws and policies that guide 
the Authority’s operations.  Our approach to our job received a further vote of confi-
dence from a credit rating agency before this Annual Report was finalized.  
 
In October 2005, Standard & Poor’s raised our credit rating to ‘A’ from ‘A-’ on AIDEA’s 
outstanding bonds.  Reasons cited included the Authority’s well established and con-
servative management practices and policies. The AIDEA Board and management in-
tend to continue with these conservative management practices in employing assets 
that are owned by all Alaskans to produce returns to the people of our state. A de-
scription of AIDEA’s financing programs and a copy of our 2005 audited financials 
follow. 
 
Sincerely, 
    
Mike Barry                                        Ron Miller 
Chairman                                         Executive Director 
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      AIDEA PROGRAMSAIDEA PROGRAMS  
 

AIDEA’s mission is accomplished through a number of programs that provide 
financial assistance to Alaska’s business community.  Following are descrip-
tions of these programs grouped under two main categories:  

 
Credit andCredit andCredit and   

Development FinanceDevelopment FinanceDevelopment Finance   
   

Credit ProgramsCredit ProgramsCredit Programs   
 

1. Loan Participation Program 

2. Business and Export Assistance Program 

3. Conduit Revenue Bond Program 

4. Rural Development Initiative Fund 

5. Small Business Economic Development Program 
   
1.  Loan Participation Program1.  Loan Participation Program1.  Loan Participation Program   
 
AIDEA can provide up to 90% or a maximum of $20 million in permanent fi-
nancing, both taxable and tax-exempt, for loans of any size obtained through 
a qualified originator, for the purpose of developing, acquiring or enhancing 
Alaska business enterprises.  Loans include financing for a variety of commer-
cial facilities ranging from office buildings, warehouses and retail establish-
ments to hotels, fishing vessels and manufacturing facilities.  To be consid-
ered for tax-exempt financing, the loan must be eligible under provisions of 
the IRS code.  
 

Contacts: 
Jim McMillan, Deputy Director, 

Credit and Business Development  
 Phone: 269-3030 
 Email: jmcmillan@aidea.org 
Bruce Chertkow, Loan Officer 
 Phone: 269-3037 
 Email: bchertkow@aidea.org 
Leona Hakala, Loan Officer 
 Phone: 269-3032 
 Email: lhakala@aidea.org 
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The loan request must be sponsored and originated by a financial institution 
eligible to participate in AIDEA’s credit programs.  The financial institution is 
required to execute a Loan Participation and Servicing Agreement and is re-
quired to service the loan during its term, including delinquencies and liqui-
dation.  The Loan Participation and Servicing Agreement, in accordance with 
state regulations, sets forth delinquency ratios that, if exceeded, prevent that 
originator from submitting any further participation requests until the ratio is 
brought down to an acceptable level.  3 AAC 99.906 states that AIDEA will 
discontinue purchasing or guaranteeing from a financial institution when that 
institution’s 90 day delinquency rate on participation and guaranteed loans 
exceeds the greater of two percent or the weighted average delinquency rate of 
all current qualified originators’ portfolios.  This regulation causes the banks 
to be more prudent in their underwriting of loans sent to AIDEA for participa-
tion. 
 
When the participation request is received by AIDEA, it has already been ana-
lyzed and approved by the originator.  However, AIDEA loan officers conduct 
their own due diligence which includes financial, management, collateral and 
market analysis to determine a reasonable assurance of repayment and a 
credit worthy project.  Loan officers prepare credit presentations with their 
recommendations and submit them for approval to an AIDEA Credit Commit-
tee comprised of the Executive Director, Deputy Directors and other AIDEA 
personnel.  If AIDEA’s participation portion equals or exceeds $3 million, the 
AIDEA Board must also approve the request.  Upon approval, a commitment 
letter is sent to the originator setting forth the terms and conditions of 
AIDEA’s approval.  Interest rates on AIDEA’s portion of the participation, 
which are established at the time of commitment, are based on AIDEA’s true 
cost of borrowing plus a spread to cover overhead and cost of servicing. 
 
In brief, borrowers apply at a financial institution for a loan.  The financial in-
stitution, after approval of the loan, applies to AIDEA for participation in the 
loan.  The financial institution retains a minimum of 10% of the loan.  The 
banks’ share of the loan can be amortized over a shorter period than AIDEA’s 
(split amortization).  Terms can be up to 15 years for personal property or 25 
years for real property, based on a maximum loan-to-value ratio of 75%.  
Longer terms are available for tourism destination projects and power trans-
mission interties. 
 
AIDEA’s split amortization program was established in 1991.  Under this pro-
gram AIDEA may allow the loan originator to amortize its portion of the loan 
over a shorter term than AIDEA’s if the project can support the increased debt 
service and if the shortened amortization schedule is necessary for originator 
participation.  The originator’s term must be at least half of AIDEA’s amortiza-
tion or 10 years, whichever is less.  In the case where AIDEA’s portion of the  
loan is amortized over 15 years, the originator is allowed to amortize their por-
tion over 7.5 years. 
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To apply, the financial institution must pay a $1,000 non-refundable applica-
tion fee.  If AIDEA issues a written commitment that is accepted by the bank 
and borrower, the application fee is credited toward the commitment fee.  The 
commitment fee is equal to 1% of AIDEA’s portion of the loan. 
 
AIDEA’s participation 
• may not exceed $20 million; 
• is limited to 75% of the value of the collateral offered as security for the 

loan, except in no event can the loan exceed the amount required to refi-
nance an existing loan plus the cost of new construction, expansion, or ac-
quisition, unless the additional amounts of the loan to be purchased are re-
stricted to uses approved by AIDEA to finance commercial activity in Alaska 
by a business enterprise; 

• may not be for a term longer than three-quarters of the economic life of the 
collateral or 25 years from the date the loan is made if secured by real prop-
erty (15 years if secured by tangible personal property), whichever is less; 

• shall be secured as to repayment by a first deed of trust or security instru-
ment in the manner AIDEA determines feasible to assure timely payment; 

• requires the borrower not be in default on another loan, if any, made by the 
state or by a public corporation of the state; 

• requires at least 10% of the principal amount of the loan to be retained by 
the loan originator; and 

• must be a loan for a project in Alaska. 
 
To be included with a loan participation application 
• letter of transmittal; 
• loan summary, including originator loan approval; 
• current credit report on the borrowers and guarantors, if any; 
• current financial statement, within 90 days of the date of submission, on 

the borrower and guarantors, if any; 
• borrower’s financial statements and federal income tax returns for the three 

years preceding the tax year in which the application is made; 
• earnest money receipt and agreement, option to purchase, contract to pur-

chase, or invoice for the purchase of land and improvements, or tangible 
personal property related to the project; 

• detailed construction cost estimates; 
• fair market value appraisal of any real or personal property being used as 

collateral for the loan; 
• copies of leases or agreements; 
• financial feasibility analysis; 
• environmental risk assessment; and 
• any other information necessary to evaluate the application. 
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Revolving Loan Portfolio StatisticsRevolving Loan Portfolio StatisticsRevolving Loan Portfolio Statistics 
 

Table 1 shows the allocation by loan program type.  
 

Table 1 
Outstanding Loan Portfolio Balance 

June 30, 2005  
(000’s) 

 

 
*OREO = Other Real Estate Owned 

 
Table 2 shows the loan portfolio delinquency, including appropriated  

loans, loan participations and loans owned 100% by AIDEA. 
 

Table 2 
Loan Portfolio Delinquency 

June 30, 2005 
(000’s) 

 

 
 
 

Loan Program Type # Amount
Appropriated 66 1,393$      
Loan Participation:
   Bonds outstanding 4 764           
   Bonds retired 29 6,601        
   Internally funded 235 297,398   
*OREO sale financing 13 25,912      

347 332,068$ 

Loan Status # $ Amount
Current: 99.73% 331,180       
Past Due:
   31-60 days 0.06% 194              
   61-90 days 0.01% 15                 
   Over 90 days 0.20% 679              

100.00% 332,068       

As of June 30, 2005, AIDEA’s outstanding revolving  
loan portfolio consisted of 347 loans  

with an outstanding principal balance of $332.1 million.   
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Tables 3 and 4 show the loan portfolio diversity, first by industry  
and then by geographic region. 

 

Table 3 
Loan Portfolio Diversification by Industry 

June 30, 2005 
  

 
 

*Other = Single Family Dwelling, Equipment, Laundromats, and Unimproved Property. 
 

Table 4 
Loan Portfolio Diversification by Geographic Region 

June 30, 2005  
 

 

Industry %
Hospital/Clinic/Day Care 2.15%
Restaurant 0.18%
Aircraft & Hangars 3.34%
Office/Warehouse 14.72%
Recreation 7.56%
Office/Business Condo 12.20%
Retail 28.54%
Tourism: Hotel/Lodge 21.67%
Warehouse/Shop 8.46%
*Other 1.18%

100.00%

Region %
Anchorage 57%
Interior 5%
Northern 3%
Mat-Su 5%
Gulf Coast 6%
Southeast 21%
Southwest 3%

 

Anchorage 
Municipality of Anchorage 

Interior 
Denali Borough 

Fairbanks North Star Borough 
Southeast Fairbanks Census 

Area 
Yukon-Koyukuk Census Area 

Northern 
Nome Census Area 

North Slope Borough 
Northwest Arctic Borough 

Southeast 
Haines Borough 
Juneau Borough 

Ketchikan Gateway Borough 
Prince of Wales-Outer Ketchikan    

Census Area 
Sitka Borough 

Skagway-Hoonah-Angoon Census Area 
Wrangell-Petersburg Census Area 

Yakutat Borough 
Mat-Su 

Matanuska Susitna Borough 

Southwest 
Aleutians East Borough 

Aleutians West Census Area 
Bethel Census Area 
Bristol Bay Borough 

Dillingham Census Area 
Lake and Peninsula Borough 
Wade Hampton Census Area 

Gulf Coast 
Kenai Peninsula Borough 
Kodiak Island Borough 

Valdez-Cordova Census Area 
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2.  Business and Export Assistance Program2.  Business and Export Assistance Program2.  Business and Export Assistance Program   
   
Through its Business and Export Assistance Program, AIDEA provides loan 
guarantees for both domestic and export transactions and serves as a city-
state partner with the U.S. Export-Import Bank.  The Loan Guarantee Pro-
gram is a means for banks to help mitigate the risks of lending to small busi-
nesses.  AIDEA can provide financial institutions with a guarantee of up to 
80%, not to exceed $1 million on the principal of a loan to a business in 
Alaska.  This added support can make project financing, refinancing and ex-
port transactions possible for Alaskan borrowers who might not otherwise find 
commercial financing.  Highlights of the Loan Guarantee Program include: 
 
Use of loan funds 

• Working Capital 
• Accounts Receivable and Inventory Financing 
• Real Property 
• Equipment 
• Refinancing 

Term of loan 
• 1 year if secured by inventory and/or accounts receivable 
• 5 years maximum if for working capital 
• 15 years maximum if secured by tangible personal property/equipment 
• 20 years maximum if secured by real property 

Interest rate 
• Maximum allowable interest rate to be charged by bank is Wall Street 

Journal Prime plus 2.75% (can be fully floating) 
Fees 

• $200 non-refundable application fee 
• 2% guarantee fee (one-time and based on AIDEA’s guaranteed amount) 

Collateral requirements 
• First lien on collateral (subordinate liens on real estate allowed if ap-

proved by AIDEA) 
• Maximum loan-to-value ratio of 75% 

Residency requirements 
• Individual or majority of individual partners, members or shareholders 

must be Alaska residents 
U.S. Export-Import Bank City-State Partner Program 
Through AIDEA, small and medium enterprises (SMEs) have access to the 
U.S. Export Import Bank (Ex-Im Bank). The Ex-Im Bank has a cooperative 
partnership with AIDEA that helps Alaska SMEs make greater use of the 
Bank’s financing programs that include: 

• Working capital guarantees; 
• Export credit insurance; 
• Medium and long-term guarantees; and 
• Direct loans to foreign buyers. 
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3.  Conduit Revenue Bond Program3.  Conduit Revenue Bond Program3.  Conduit Revenue Bond Program   
   
Under this program, AIDEA acts as only a conduit for the issuance of either 
taxable or tax-exempt bonds.  Neither the assets nor credit of AIDEA are at 
risk in this program; the creditworthiness of the project and credit enhance-
ments offered by the applicant are essential to the underwriting and place-
ment of bonds. 
 
A business enterprise may request the adoption of an eligibility resolution for 
tax-exempt financing by submitting a preliminary application on a form pro-
vided by AIDEA and a nonrefundable $500 application fee.  If the Board 
adopts an eligibility resolution for a project, an applicant then submits an ap-
plication for financing for the project.  A preliminary application is also re-
quired for the issuance of taxable bonds; however, the Board does not need to 
adopt an eligibility resolution.  
 
Fees 
In addition to third-party costs, the applicant will pay a financing fee to 
AIDEA.  If the bonds are subject to the volume cap provisions of 26 U.S.C. 
Sec. 147, the issuance fee is equal to the following: 

• one percent (1%) of the first $1 million of the principal amount of the 
bonds issued; 

• one-half percent (.5%) of the next $4 million of the principal amount of 
the bonds issued; 

• one-quarter percent (.25%) of the next $10 million of the principal 
amount of the bonds issued; and 

• one-tenth percent (.10%) of the principal amount of the bonds issued in 
excess of $15 million. 

 
If the bonds are not subject to the volume cap provision of 26 U.S.C. Sec. 147, 
the issuance fee is equal to three-quarters of the amount described above. 
 
Small bond program 
As a rule of thumb, conduit revenue bond transactions less than $10 million 
may not be cost effective because of the high fixed transaction costs associ-
ated with this type of financing.  AIDEA recently teamed up with Wells Fargo 
Brokerage Services to establish a program within the Conduit Revenue Bond 
Program that provides cost effective financing for small conduit revenue bond 
transactions.  
 
Wells Fargo Brokerage Service and AIDEA worked together to streamline and 
standardize documentation required for conduit revenue bond transactions, 
effectively eliminating or reducing various transactions costs so customers 
with smaller financing needs can take advantage of this program, especially 
when the project can qualify for tax-exempt financing.  For more information  
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call AIDEA at (907) 269-3000 or Jim Wrigley, Senior Vice President, Wells 
Fargo Brokerage Service at (208) 393-4016. 

4.  Rural Development Initiative Fund4.  Rural Development Initiative Fund4.  Rural Development Initiative Fund   
 
This fund is administered by the Department of Commerce, Community and 
Economic Development, Division of Investments.   
For more information go to www.dced.state.ak.us/investments. 
 
Goal and objectives 
To provide private sector employment by financing the start-up and expansion 
of businesses that will create significant long-term employment. 
General requirements 

• Loans may be made to a business located in a community with a popula-
tion of 5,000 or less. 

• Loans may be made for working capital, equipment, construction or 
other commercial purposes. 

• Loans may not be made to pay costs that were incurred more than 6 
months before loan application. 

• Loans must result in the creation of new jobs or the retention of existing 
jobs in the eligible community. 

Terms and conditions 
• Maximum loan amount is $100,000 to a person or up to $200,000 to two 

or more people. 
• Maximum loan term is 25 years. 
• Interest rate is 1% below the prime rate; not less than 6%. 
• Interest rate will be fixed at the time of loan approval. 
• All loans must be adequately secured.  A loan may not exceed the value 

of the collateral used to secure the loan. 
• A reasonable amount of money from other non-state sources must be 

committed for use on a project for which money from a loan will be used. 
Fees 

• A $100 application fee must accompany all applications. 
• A 1% origination fee will be charged at the time that the loan is closed. 
•••   Borrower is responsible to pay all direct costs incurred in processing an 

application including title reports and title insurance, recording fees, ap-
praisals, travel or other direct costs.   

5.  Small Business Economic Development Program5.  Small Business Economic Development Program5.  Small Business Economic Development Program   
 
This program is administered by the Department of Commerce, Community 
and Economic Development, Division of Investments.  For more information, 
go to www.dced.state.ak.us/investments or contact the Anchorage Office at 
907-269-8150 or the Juneau Office at 907-465-251. 
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Goal and objectives 
• To provide private sector employment by financing the start-up and ex-

pansion of businesses that will create significant long-term employment. 
General requirements 

• Companies must be a small business as defined by the Small Business 
Administration (SBA).  The SBA definition includes thresholds for num-
ber of employees, net worth and annual net income.  Generally, a busi-
ness must have fewer than 500 employees, have a net worth under $6 
million and have an average net income after federal income taxes for the 
preceding two years of less than $2 million to qualify. 

• Applicants are required to match loan funds with cash or other private, 
non-public financing.  In many cases this private match must be twice 
the loan amount requested. 

• Costs incurred prior to receipt of the loan application by the Division of 
Investments may not be used to meet the private, non-public match re-
quirements. 

• Loans may not be made if a bank is willing to finance the entire project.  
Applicants must supply a turn down letter from a lender listing the rea-
sons for denial.  If a bank is willing to finance a portion of the project to 
be used as a match for the loan under this program, applicants must 
supply a letter from the bank explaining the reasons the bank is unable 
to finance the entire project. 

• Loans may not be made to applicants that have been debarred or sus-
pended from receiving federal benefits. 

• Loans must result in the creation or retention of jobs that would be lost 
in eligible areas – for a list of eligible areas, contact the Division of In-
vestments or go to www.dced.state.ak.us/investments/sbed.cfml. 

Terms and conditions 
• Maximum loan amount is $300,000. 
• Interest rate is fixed rate generally below 6%. 
• Maximum term of 20 years for fixed asset loans and five years for work-

ing capital loans.  Terms may not exceed the term of any associated pri-
vate sector loans. 

• All loans must be adequately secured.  The loan amount may not exceed 
90% of the value of the collateral offered. 

• Loans may be in a subordinate position to associated private sector 
loans. 

• All assets purchased with loan proceeds must be offered as collateral for 
the loan. 

• Personal guarantees are required of all persons holding 20% or more 
ownership interest in the business receiving the loan. 

Fees 
• A $200 application fee must accompany all applications.  This fee will be 

credited toward the origination fee due if the application is approved. 
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• A 1% origination fee will be charged ($100 minimum) at the time that 
the loan is closed. 

• Applicants will be responsible for all closing costs. 
 
 

Development Finance ProgramDevelopment Finance ProgramDevelopment Finance Program   
   
AIDEA assists Alaskans through its ability to develop, own and operate basic 
installations and facilities within the state, especially those which advance the 
prosperity of a region.  Roads, ports, airports, utilities, infrastructure for tour-
ism destination facilities or other public use facilities which are essential for 
the economic well being of an area and are able to produce adequate revenues 
to repay AIDEA’s investment in the project are considered eligible projects.   
 
Examples of projects financed through AIDEA’s development finance program 
include the DeLong Mountain Transportation System (Red Dog Mine port and 
road), Skagway Ore Terminal, Unalaska Marine Center Dock, Federal Express 
Aircraft Maintenance Facility (in Anchorage), Healy Clean Coal Project, Alaska 
Seafood Center (in Anchorage), and the Snettisham Hydroelectric Project (near 
Juneau). 
 
Project eligibility  
Detailed information regarding the scope and characteristics of the project is 
submitted to the Authority for review.  Staff and legal counsel determine 
whether or not the project is eligible and satisfies the development criteria for 
AIDEA participation and if the project can meet tax-exempt financing status 
under the U.S. Internal Revenue Code.   
  
AIDEA statutes define a project as 

• A plant or facility used or intended for use in connection with making, 
processing, preparing, transporting, or producing in any manner, goods, 
products, or substances of any kind or nature or in connection with de-
veloping or utilizing a natural resource, or extracting, smelting, trans-
porting, converting, assembling, or producing in any manner, minerals, 
raw material, chemicals, compounds, alloys, fibers, commodities and 
materials, products, or substances of any kind;  

• A plant or facility demonstrating technological advances of new methods 
and procedures and prototype, commercial applications for the explora-
tion, development, production, transportation, conversion, and use of 
energy resources; and  

• Infrastructure for a new tourism destination facility or the expansion of a 
tourism destination facility. 
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Relevant criteria for obtaining AIDEA’s participation in a project 

• The project and its development under AS 44.88 must prove to be eco-
nomically advantageous to the state and to the general public welfare 
and must contribute to the economic growth of the state; 

• The project applicant is financially responsible; 
• The project is economically and financially feasible and able to produce 

revenue adequate to repay the bonds or loans with which it is financed; 
• Increased demand on public facilities that might result from the project 

will be provided for; 
• The project will provide or retain employment reasonably related to the 

amount of the financing by the Authority, considering the amount of in-
vestment per employee for comparable facilities, and other relevant fac-
tors; 

• The scope of the project is sufficient to provide a reasonable expectation 
of the benefit to the economy of the state; 

• The project is in compliance with applicable law; and 
• Issuance of the bonds is not expected to affect adversely the ability of the 

state or any political subdivision of the state to market other bonds. The 
Alaska State Legislature must approve all projects over $10 million. 

 
Project financing plan and features 
The Authority will undertake its own economic analysis and financing plan for 
the project (third party review).  The cost of the analysis may be included in 
the total cost of the project to be repaid through user fees.  The study includes 
not only development cost estimates, but also maintenance and operation cost 
projections, market analysis and a table detailing sources and uses of funds. 
 
Contact: 

Jim McMillan, Deputy Director 
Credit and Business Development  
Phone: 907-269-3030 
Email: jmcmillan@aidea.org 
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