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CAPITAL EXPENDITURES   

CHANGE IN REVENUES  (           )

Authorizes the issuance of $1 million in general obligation bonds to pay for state transportation projects. 

If the bill is passed by the legislature the proposal would be included on the ballot for voter authorization in 
the fall of 2004.  Assuming voter approval the entire authorization of bonds would be issued  in the spring 
of 2005.  However, the State Bond Committee would determine the actual timing, amount, and term of the 
bond sales based on project demand, market conditions and the state fiscal outlook.  HB561 provides that 
$5.0 will be appropriated from the general fund of the state to pay the costs of issuing the bonds including 
rating agency, printing, public notice, travel, financial advisor, and bond counsel fees.  Therefore that 
amount is shown in this fiscal note.  Fiscal notes for GO bonds typically 
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provide for issuance costs of 2% of the amount of bonds to be issued.  Issuance costs can be significantly 
less than that percentage depending on the amount issued.  However, GO bond issuance does have fixed 
costs such as the costs of purchasing ratings from 3 rating agencies and the cost of the Internet service 
that provides the auction. 

This fiscal note assumes level debt service, a 20-year final maturity, and a true interest cost of 3.75%.  
Interest rates will change between the date of this fiscal note and any date that bonds might be issued.  In 
order to illustrate sensitivity to interest rates; if the true interest cost increased to 4.00%, the annual debt 
service would increase to $73.6 from the $72.0 shown.
 
These bonds would be sold on a competitive basis with the bonds being awarded to the bidder offering the 
lowest true interest cost.  The bidder would be given the option of purchasing bond insurance.  

The interest rates in this fiscal note require the maintenance of the State's credit ratings through this 
additional bonds issuance, a possible but perhaps unlikely scenario absent a demonstrable additional 
revenue source in place prior to issuance.  The State is currently on negative outlook from Moody's 
Investors Service.  Standard and Poor's and Fitch Services have indicated mid-term concern related to the 
disparity between ongoing recurring revenues and expenditures, and the continuing and projected 
depletion of the State's short term reserves.  If no steps had been taken to balance recurring revenues 
with expenditures by the time these bonds were issued, it is likely that the cost of capital would increase for
all issuers of Alaska public debt when the state credit ratings were downgraded by at least one of the 
agencies.     


