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1. State Debt Rating Overview
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STATE OF ALASKA AND OTHER 49 STATES’ RATINGS

A+ (Negative)AA- (Negative)Aa3 (Negative)

Alabama Aa1/AA/AA+ Sta/Sta/Sta 
Alaska Aa3/AA-/A+ Neg/Neg/Neg
Arizona* Aa2/AA/NR Sta/Sta/NR N/A 
Arkansas Aa1/AA/NR Sta/Sta/NR N/A
California Aa3/AA-/AA Pos/Sta/Sta 
Colorado* Aa1/AA/NR Sta/Sta/NR N/A 
Connecticut A1/A/A+/AA 

Sta/Pos/Sta/Neg 
Delaware Aaa/AAA/AAA/AAA 
Sta/Sta/Sta/Sta 
Florida Aaa/AAA/AAA Sta/Sta/Sta 
Georgia Aaa/AAA/AAA Sta/Sta/Sta 
Hawaii Aa1/AA+/AA Sta/Sta/Pos 
Idaho* Aa1/AA+/AA+ Sta/Sta/Sta 
Illinois Baa3/BBB-/BBB Sta/Sta/Sta
Indiana* Aaa/AAA/AAA Sta/Sta/Sta 
Iowa* Aaa/AAA/AAA Sta/Sta/Sta 

Kansas* Aa2/AA-/NR Sta/Sta/NR N/A 
Kentucky* Aa3/A/AA- Sta/Sta/Sta 
Louisiana Aa3/AA-/AA- Sta/Sta/Sta 
Maine Aa2/AA/AA* Sta/Sta/Sta 
Maryland Aaa/AAA/AAA Sta/Sta/Sta 
Massachusetts Aa1/AA/AA+ Sta/Sta/Sta 
Michigan Aa1/AA/AA Sta/Sta/Sta 
Minnesota Aa1/AAA/AAA Sta/Sta/Sta 
Mississippi Aa2/AA/AA Sta/Neg/Sta 
Missouri Aaa/AAA/AAA Sta/Sta/Sta 
Montana Aa1/AA/AA+ Sta/Sta/Sta 
Nebraska* Aaa/AAA/NR Sta/Sta/NR N/A 
Nevada Aa2/AA/AA+ Sta/Sta/Sta 
New Hampshire Aa1/AA/AA+ Sta/Sta/Sta 
New Jersey A3/A-/A/A Sta/Sta/Sta/Sta  
New Mexico Aa2/AA/NR Sta/Sta/NR N/A 
New York Aa1/AA+/AA+/AA+ Sta/Sta/Sta/Sta 

North Carolina Aaa/AAA/AAA Sta/Sta/Sta 3 
North Dakota* Aa1/AA+/NR Sta/Sta/NR N/A 
Ohio Aa1/AA+/AA+ Sta/Sta/Sta 
Oklahoma Aa2/AA/AA Sta/Sta/Sta 
Oregon Aa1/AA+/AA+ Sta/Sta/Sta 
Pennsylvania Aa3/A+/AA- Sta/Sta/Sta 
Rhode Island Aa2/AA/AA Sta/Sta/Sta 
South Carolina Aaa/AA+/AAA Sta/Sta/Sta 
South Dakota* Aaa/AAA/AAA Sta/Sta/Sta 
Tennessee Aaa/AAA/AAA Sta/Sta/Sta 
Texas Aaa/AAA/AAA/AAA Sta/Sta/Sta/Sta 
Utah Aaa/AAA/AAA Sta/Sta/Sta 
Vermont Aa1/AA+/AAA Sta/Sta/Sta 
Virginia Aaa/AAA/AAA Sta/Sta/Sta
Washington Aaa/AA+/AA+ Sta/Sta/
Wisconsin Aa1/AA/AA+/AA+ Sta/Sta/Sta/Sta 
Wyoming* NR/AA+/NR NR/Sta/NR N/A
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Political Challenge

Financial Policies

Rating Agency 
Concerns

• Ongoing structural UGF imbalance and reliance on near depleted one-time financial resources (CBRF)

• Comparatively large net pension liability

• Narrow economy that is relatively small 

• Perception that the State’s economy and operating revenues are primarily reliant on petroleum development

RATING CHALLENGES IN 2021

• Structured 5% Percent of Market Value (POMV) draw insufficient to fully fund the budget and the dividend

• Statutory conflict between POMV draw and PFD formula

• Lack of consensus on long-term options for either spending less money or generating more revenue

• Failure to resolve the ongoing structural deficit during the 2021 Legislative Session will likely result in additional 
State credit downgrades

• Oil price declines have reduced state revenues and created significant fiscal imbalance since 2015

• Constitutional Budget Reserve Fund (CBRF) allowed difficult decisions to be deferred over the last five years, this is 
no longer an option

• Reductions to general fund spending while significant, have been difficult to achieve and haven’t eliminated the 
ongoing structural deficit 

• Gridlock over use of Permanent Fund earnings – Permanent Fund Dividend vs. public services
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Alaska’s Most Pressing Credit Rating Challenge
‘s Every year since 2013 Alaska spent more than it generated in available revenue ($millions):

1. Dividend Payment represents a portion of the annual POMV ERA draw. For FY2020, a portion of the dividend payment was the remaining account balance in the 
SBRF. 
* Fiscal Year 2019-2021 use projected revenues as of the Fall 2020 RSB. The dividend payment appropriations, adjustments, and estimated expenditures are 
projections from OMB fiscal summaries. Stated CBRF balance in the FY2019 CAFR did not have adjustments. FY2020 CBRF balance per OMB projections, and for 
FY2021 the Governor’s budget proposed drawing approximately $40 million from the CBRF for FY2022. ‘TBD’ signifies an unreleased CAFR.  

• The CBRF receives additional dispute resolution deposits and restricted earnings

• Post FY2019, it was determined that adjustments to the CBRF account balance was necessary for 
dispute resolution deposits originally deposited to the General Fund

• The Governor’s budget has proposed drawing just $39.6 million from the CBRF for FY2022



2. State Debt and General Fund Obligations
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State Debt Obligation Process
 All Forms of State Debt are Authorized First by law

– May be a one-time issuance amount or a not-to-exceed issuance limit in statute

– General obligation bonds must then also be approved by a majority of voters

▪ General obligation bonds are the only debt secured by full faith credit and taxing authority 

 All State Debt must be structured and authorized by the State Bond Committee

– Includes general obligation bonds, subject to appropriation issues, & state revenue bonds

 The State Bond Committee determines method and timing of debt issues to best utilize the state’s 
credit and debt capacity while meeting the authorized project’s cash flow needs

 The State has established other debt obligations

– Reimbursement Programs

▪ The School Debt Reimbursement Program or HB 528 reimbursement 

 Not currently authorized for new debt and periodically funded (was most recently partially 
funded in 2017 and 2020, no appropriation in the FY2021 Budget)

– Retirement Systems

▪ Unfunded actuarially assumed liability (UAAL) for defined benefit employees is guaranteed by 
the Constitution

▪ Annual payments on the UAAL of other employers is reflected as State debt in the CAFR

▪ Some flexibility in how payments are made
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Total Debt in Alaska at June 30, 2020 ($millions)
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Total Debt in Alaska at June 30, 2020 ($millions)

 Total Debt 

Service to 

Maturity 

 Principal 

Outstanding 

 Interest to 

Maturity 
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Current General Fund Annual Payment Obligation 

 GF Payment peaked in 2018 at 

$225.2 million

 Declining payment in every year 

(50% of peak in 2029)

 PERS/TRS special funding 

payments grow, but less 

dramatically

 PERS/TRS special funding is many 

times all other state commitments
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UGF Budget Impact

 GO BOND –

– Full Faith and credit of SOA

– Requires Legislative and Voter approval

– First bond issuance likely in FY 2023

 Revenue Bond

– Debt service is paid via revenues generated

10 year UGF Budget Impact:

UGF Budget Impact of ~$350M GO & $100M AHFC Revenue Bond ProposalsBond
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Limited State Short Term Debt Obligation Alternatives

 Bond Anticipation Notes (AS 37.15.300-390)

– May be used when long term debt is authorized by law

– While short term, it is expected to be a precursor of long term debt

– May be used to avoid negative carry in construction funds, better match long-lived projects and 
their financing,  or as an additional budget management tool

– Directly impacts long term debt affordability

 Revenue Anticipation Notes (AS 43.08.010)

– May borrow money when it becomes necessary in order to meet appropriations for any fiscal 
year in anticipation of the collection of the revenues for that year 

– All notes and interest thereon shall be paid from revenue by the end of the fiscal year next 
succeeding the year in which the notes were issued

– May be tax-exempt if a bona fide revenue deficit occurs during the fiscal year

▪ Earnings of the Permanent Fund and other available fund earnings, will need to be included in 
determining if a revenue deficit occurs

– The State has not used since the late 1960’s



3. State Debt Capacity
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Debt Affordability Analysis

 Annual analysis required by AS 37.07.045 to be delivered by January 31

 Discusses credit ratings, current debt levels, history and projections

 Relies upon debt ratios, limit of 4% for directly paid state debt, and 7% when 
combined with municipal debt that the state supports

– Beginning in FY 2019 UGF revenue increased significantly due to 
reclassification of certain Permanent Fund earnings.  Uncertainty about this 
revenue in future years warranted reductions of 1% to debt ratios.

 Identifies currently authorized, but unissued debt

 Establishes refinancing parameters

 Determines a long-term debt capacity at current rating level

 Discusses, but doesn’t define a capacity for short term debt

 Does not include State Agency GO or Revenue Bonds, or SOA Revenue Bonds
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Authorized Bonding Authority

• The State had no authorized but 

unissued general fund obligations (post 

GO Series 2020A issuance)

• As of June 30, 2020, the State had debt 

obligations secured and paid by the 

general fund of approximately $727.3 

million 

• $624.9 million of general 

obligation bonds, 

• $20.6 million of Certificates of 

Participation, and 

• $182.6 million of lease-revenue 

bond conduit issues of political 

subdivisions.  

• The 2020 A general obligation 

bonds closed on August 5, 3030 in 

the amount of $84.56 million to 

generate $110.3 million of project 

funding.  

• The 2020 A bonds annual debt 

service is approximately $7 million 

per year.
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January 2021 Debt Affordability Analysis

*Source: State of Alaska – Department of Revenue & Fall 2020 RSB. GO Debt includes the Series 2020A, which closed post 6/30/2020
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Authorized but Unissued State Debt 

Currently there is no authorized but unissued direct State debt (paid from the General Fund):

 The final $110,348,242 in authorized GO bond funding was issued on August 5, 2020, This was the final tranche of funding for 

the 2012 Transportation Bond Act.  There is no remaining GO bond issuance authority at this time. 

 The authorized $300 million Knik Arm Crossing State supported bond structure was invalidated by the September 4, 2020 

decision of the Alaska Supreme Court.

 The authorized $1 billion Alaska Tax Credit Certificate Bond Corporation State supported bond structure was invalidated by the 

September 4, 2020 decision of the Alaska Supreme Court.

 The authorized $1.5 billion Alaska Pension Obligation Bond Corporation State supported bond structure was invalidated by the 

September 4, 2020 decision of the Alaska Supreme Court.

 While not State debt, the school debt reimbursement program is not currently authorized.  
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• The Alaska Tax Credit Certificate Bond Corporation (‘ATCCBC’) was created to re-finance up to $1 billion of oil and gas tax credits using a 

state subject to appropriation credit pledge bond structure, but with statutes that also allowed a state moral obligation pledge even 

though it wouldn’t likely be used.  

• On September 4, 2020, the Alaska Supreme Court issued a decision that disallowed the structure contemplated for the Alaska Tax 

Credit Certificate Bond Corporation and placed additional limitations on when the State can issue State Supported debt

• The decision reaffirmed the Carr-Gottstein  Supreme Court decision allowing for lease-purchase of real property arrangements like 

certificates of participation or lease revenue bonds.  

• The expected ATCCBC structure involved the ATCCBC entering a contract with the State of Alaska, Department of Revenue to provide

funds for the purchase of the discounted credits in exchange for future payments (subject to appropriation).  The funds provided would 

be bond proceeds and the future payments would be equal to ATCCBC’s bonds’ debt payments which would be subject to annual 

appropriation.

• Due to similarity of structure it is clear that the decision also rendered the Pension Obligation Bond Corporation, and the Toll Bridge 

Revenue Bonds for the Knik Arm Bridge, illegal

• The inclusion of the moral obligation construct in the ATCCBC’s statutory structure resulted in certain broad references in the decision 

which may impact other bond programs with constructs that while fundamentally different from the ATCCBC in both public purpose 

and bond structure use moral obligation debt.

• On September 28, 2020, the State of Alaska Department of Law filed a Petition for Rehearing with the Supreme Court in an attempt to 

obtain clarity on the scope of the Court’s intent in their decision

• The Court has not yet responded to the Petition for Rehearing

ATCCBC & Other Subject to Appropriation Debt
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State Supported Debt Structure – ATCCBC
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4. Questions


