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BOND ISSUE

Authorizes the State Bond Committee to issue $442.9 million in bonds for transportation
projects statewide, the costs of issuing the bonds, and six months of capitalized interest
on the bonds.  The bonds will be secured by leases entered into by the Alaska
Department of Transportation and Public Facilities.  The bonds will be structured to
allow, subject to annual appropriation, the total repayment of this obligation through a
combination of federal funds and investment earnings on bond proceeds.  However, the
bonds will carry the moral obligation pledge of the state General Fund, and payment of
debt service will be expected regardless whether investment earnings or federal
revenues are realized.

Assuming an interest cost of 5.85% (approximately 1% above rates on Feb. 21, 2001),
an issue date of Oct. 1, 2001, six months of capitalized interest (paying the first interest
payment with principal), no principal payment in the first two years, and 16 annual
principal payments, the annual debt service would level out at approximately $42.4
million in Fiscal Year 2004.  Final maturity on the bonds will occur on Oct. 1, 2018.

STATE MATCH ANALYSIS

The state's 9.1% match for debt service if paid on an annual basis would be
approximately $3.9 million, or cumulatively $63.8 million.  The Federal Highway
Administration allows issuers to pay their match obligation earlier and receive a present
value credit for the payment.  Because a payment today is worth more than a payment
in the future, the state's cumulative match requirement becomes smaller in nominal
dollars if paid earlier.  Based on analysis of the proposed debt issuance, the state will
have exceeded the match requirement by over $4.6 million after Oct. 1, 2003, with
cumulative payments of $47.7 million, and by over $13.5 million at the end of the
construction period.

The state has received verbal approval from the Federal Highway Administration for this
concept of using investment earnings to satisfy state match on a present value basis,
but we haven't received final approval for the concept or the financing mechanism.  A
TE-045 application for innovative financing will need to be approved by the Federal
Highway Administration for the final structure of this issuance.

PLAN OF FINANCE

All $442.9 million in authorized bonds will be issued as quickly as possible.  Assuming
the legislation is approved, a closing date of Oct. 1, 2001 is anticipated.  The project
cash flows then draw funds during the following construction period of almost five years.
All funds will be invested until expended.  It is projected that the earnings of the fund will
exceed state match requirements by over $13.5 million by the end of construction, with
cumulative earnings of $58.5 million.
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