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FISCAL NOTE

STATE OF ALASKA BILL NO.

This legislation authorizes the Department of Corrections to enter into an agreement 
with the City of Whittier for the purposes of acquiring correctional facility space and 
services for state prisoners.

The agreement would be for a minimum of 25 years and provide at least 1,200 prison 
beds.  The lease must provide for an agreement between the City of Whittier and one 
or more private, third-party contractors to construct and operate the facility.  The 
legislation provides no requirement that tax-exempt financing be used for the facility, no 
maximum lease term, no maximum annual lease payment amount, and no maximum 
project size in either dollars or number of prisoners to be housed at the facility.

Although there is no specific provision in this legislation for the State Bond Committee 
to participate in structuring the financing, the Department of Revenue anticipates 
working with the City of Whittier to obtain the most favorable financing terms for the 
state -- as the state's lease payments will be security for any bonds sold .  The state's 
credit must be represented, as the pledge that will be given to bond investors is that the 
state will be making annual payments under the agreement entered into by the 
Department of Corrections.  This "credit trail" quickly leads investors to the fact that the 
likelihood of repayment or credit risk involved with this transaction hinges on the 
appropriation of state general fund dollars.  The foundation upon which the state has 
built its good credit rating has been the centralized control of the state's credit through 
the State Bond Committee, and the Bond Committee's involvement in this issuance is 
important to maintaining that credit strength.  This position is further strengthened by 
the fact that the City of Whittier has no bonds currently outstanding, and has limited 
local resources available to develop this complex transaction.

The State Bond Committee, and contractors of the Bond Committee, would work with 
the City of Whittier to structure and market the transaction.  The anticipated travel costs 
in the fiscal note would be paid from the state general fund, with the additional $50,000 
to $80,000 in contractual costs to be paid from bond proceeds of the transaction.


