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Alaska Railroad Project Bonds

Sections 6 through 9 of this legislation authorize the Alaska Railroad Corporation to
issue up to $18 billion in bonds for construction of a natural gas pipeline to
commercialize North Slope natural gas resources.  Because of the importance of this
project to the state's public finances, the complexity of the bond issuance and the large
amount of bonds to be sold, it is important that the Railroad Corporation receive expert
advice from the beginning. It also is important that the Executive Branch be involved in
the discussions to represent the state's independent interests.

To meet the needs stated above, the department proposes to transfer to the Railroad
Corporation, via a Reimburseable Services Agreement, up to $50,000 per year for the
first two years to ensure that the corporation can contract with a financial adviser and
bond counsel for this project.  The Commissioner's Office also requests $10,000 per
year to cover the expenses of contracting with the state's financial adviser and bond
counsel to make certain that the state's own interests, separate from those of the
Railroad Corporation, are adequately considered and protected.

Property Taxes

Section 10 of this legislation authorizes the Commissioner of Revenue to propose a
waiver, reduction or deferral in property taxes owed under AS 43.56 on an Alaska North
Slope Natural Gas Project, but only under specific conditions:

• The project applicant has obtained all necessary certificates under AS 38.35.240.
• The project applicant must show, “by clear and convincing evidence,” that the

project would not be economically feasible without the property tax relief.
• The applicant and Commissioner of Revenue must enter into an agreement to

begin construction of the project by a date certain.
• The Commissioner shall consult with any municipality that could be affected by

the property tax relief allowed under this section, and shall prepare a report on
the socioeconomic effects of the project on the affected municipalities.

• And any waiver, reduction or deferral of taxes under this section is not effective
until approved by the legislature.

For purposes of this fiscal note, the department assumes a project applicant will fulfill
the requirements of this legislation sometime in FY03, requiring the Commissioner to
begin reviewing the need for property tax relief, preparing the socioeconomic studies,
and then negotiating property tax relief with the project applicant.  The $200,000 in
requested contractual funds in FY03 and $100,000 in FY04 would help pay for the
community impact studies, the economic feasible review (in conjunction with the
Department of Natural Resources), and the financial and tax advisers needed to
prepare recommendations for the Legislature.
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