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6 March , 1984

SECTIONAL ANALYSIS OF CS FOR HOUSE JOINT RESOLUTION NO. 57 (RES) 

SECTION 1.

Subsection (a) is language v/hich creates w ithin Article IX of the 

Constitution a major projects fund (MPF).

- A cost threshold of $100 million is set for projects qualifying. 

This minimum allows reasonable flexibility for covering major capital 

projects, without opening the fund to capital projects that may be 

effectively addressed through the normal capital budget process.

- This section also allows the money in the MPF to be invested in 

a manner similar to the Permanent Fund, ercept that it may be managed 

by the Department of Revenue as part of the State Treasury.

- Subsection (a)(1) establishes an annual deposit of 10% of state
revenue into the fund from the following sources:

(A) severance tax;

(B) mineral lease rentals;
(C) royalties;

(D) royalty sale proceeds; and

(E) federal mineral revenue-sharing payments and bonuses.

- Subsection (a)(2) on line 28 and 29 requires the interest earned

by the money in the fund to be reinvested into the fund, rather than
going into the general fund.

- Subsection (a) ( 3 ) , along with subsection (c), lines 15-18, is 

the mechanism which provides for repayment back into the MPF, from 
projects financed by the MPF.

Subsection (b) establishes minimum requirements to be met before 
appropriations are made from the fund.

- The Legislature must approve the appropriation;
- All costs of the project must be committed;

- The project has to earn revenue; and

- The project must be owned by the State.

members:
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Subsection (c) as mentioned above is the mec h a n i s m  for repayment of the 

M PF by a project funded by the MPF. Expenditures from the fund must be 

recovered and returned to the fund over the operational life of the 

project. The intent is to recover the principal of the fund from 
revenue generated by the project.

Subsection (d) allows the fund, by a two-thirds vote of the legisla­

ture, to be used to meet a declared state of disaster.

Subsection (e) requires that the first appropriation from the MPF be 

for construction of the Watana Dam portion of the Susitna River Hydro­
electric project.

Subsection (f) requires that up to 10% of the annual revenue paid into 

the fund be reserved for power cost assistance.

SECTION 2.

Section 2 amends Article IX, section 7 of the Constitution which refers 

to the dedication of funds. In order to establish a stream of ded i­

cated oil revenue into the MPF, it must be exempted from the dedication 

of funds section of the Constitution. This has been done in the past 
when the Permanent Fund was created. (Art. IX, sec. 15)

SECTION 3.

This section amends Article IX, sec. 16, the Appropriation Limit, by 

exempting the MPF. Neither deposits to the fund, nor appropriations 

from the fund would then be subject to the appropriation limit.

SECTION 4.

This section of the resolution requires approval of the voters on the 
November 1984 election ballot.
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TO: House Resources Committee members

FROM: Committee Staff 

DATE: March 5, 1984

RE: HJR 57, Creating a Major Projects Fund in the Constitution

I .  O V E R V I E W .

HJR 57 establishes a major projects fund, very much like the Permanent 

Fund, within Art. IX of the Constitution. This legislation does b a­

sically two things: it allows Alaskan residents the opportunity to 

establish by their vote a constitutionally dedicated major projects fund 

with the stipulation that Watana dam be the first project to be financed 
from the fund.

Bfcause this is a proposed amendment to the Constitution, passage will 

r<quire a 2/3 vote of both Houses, plus an affirmative vote by the 

people on the Nov.'84 election ballot.

Tle key feature of this amendment is the dedication of 10% of tne 

State's total petroleum revenue to a major projects fund. The stream of 

re renue to the fund through the dedication will be sufficient to finance 

th'! largest of the projects we foresee at the present time, the Watana 

dan portion of the Susitna River hydroelectric development.

Another, feature of this legislation is a guarantee that up to 10% of the 

annual revenue paid into the fund be reserved for power cost 
assistance.

Based on forecasts of declining revenue in the future, it is reasonable 

to assume that it will become increasingly difficult to appropriate 

sufficient funds to build major capital projects. Assuminq that such 

projects will be in the best interest of the state, the question becomes 

how to best provide a financing mechanism that would enable their c o n­
struction.

HJR 57 creates a mechanism which would insure a stable source of funds 

for such appropriations. Without this sort of mechanism, it may bo 

difficult, if not impossible, to finance some of our major capital 

projects.

Another key feature is that the voters, upon considering this amendment, 

will be able to decide whether or not to appropriate sufficient revenue 

to build Watana dam.
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S t a t e  o f  A l a s k a

O F F I C E  O F  T HE  G O V E R N O R  

J  U N B A  U

J a n u a r y  23, 1984

T h e  H o n o r a b l e  J o e  H a y e s  
S p e a k e r  o f  the H o u s e  
P o u c h  V
Ju n eau, A K  99811

D e a r  R e p r e s e n t a t i v e  Hayes:

U n d e r  the a u t h o r i t y  o f  art. Ill, sec. 18, of the A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a j o i n t  r e s o l u t i o n  w h i c h  
p r o p o s e s  an  a m e n d m e n t  to the A l a s k a  C o n s t i t u t i o n  c r e a t i n g  
a m a j o r  p r o j e c t s  fund.

As y o u  k n ow, the s t a t e  t r e a s u r y  w i l l  c o n t i n u e  to r e c e i v e  
s u b s t a n t i a l  p e t r o l e u m  r e v e n u e s  for m a n y  y e a r s  to come. 
H o w e v e r ,  o u r  b e s t  c u r r e n t  e s t i m a t e s  i n d i c a t e  t h a t  large 
a n n u a l  c a s h  s u r p l u s e s  a b o v e  o p e r a t i n g  b u d g e t  r e q u i r e m e n t s  
w i l l  c e a s e  to be a v a i l a b l e  by the e a r l y  1990's. T h e r e  is 
s t i l l  t i m e  to s e t  a s i d e  e n o u g h  for o n e  or  m o r e  m a j o r  c a p i­
tal p r o j e c t s  t h a t  c a n  s e r v e  as f o u n d a t i o n s  for A l a s k a ' s  
f u t u r e  e c o n o m y ,  b u t  the o p p o r t u n i t y  to d o  so w i l l  p r o b a b l y  
be g o n e  w i t h i n  the n e x t  six o r  s e v e n  yea r s .  E x a m p l e s  of 
m a j o r  p r o j e c t s  a r e  the S u s i t n a  h y d r o e l e c t r i c  p r o j e c t ;  road 
a n d  p o r t  i n f r a s t r u c t u r e  p r o j e c t s  in r u r a l  A l a s k a  for s u p­
po r t  of m i n i n g ,  fis h i n g ,  a n d  o t h e r  e c o n o m i c  d e v e l o p m e n t  
a c t i v i t i e s ;  the K n i k  A r m  C r o s s i n g ;  the B r a d l e y  L a k e  h y d r o­
e l e c t r i c  p r o j e c t ;  E k l u t n a  w a t e r  s u p ply; a n d  r e n o v a t i o n  and 
e x t e n s i o n  of the A l a s k a  R a i l r o a d .

The m a j o r  p r o j e c t s  fu n d  is n e e d e d  to a c c u m u l a t e  the r e v e­
nue  for t h e s e  l a r g e  p r o j e c t s .  T h e r e  are two r e a s o n s  for 
this. F i r s t ,  for m a n y  o f  t h e s e  l a r g e  p r o j e c t s  and 
e s p e c i a l l y  for S u s i t n a ,  t h e r e  s t i l l  is n o t  e n o u g h  c l e a r  
i n f o r m a t i o n  to w a r r a n t  u n e q u i v o c a l  c o m m i t m e n t .  A c t u a l  
c o n s t r u c t i o n  m i g h t  n o t  b e g i n  for a n u m b e r  of y e a r s  b e c a u s e  
of  the l e n g t h  of t i m e  n e c e s s a r y  for e n g i n e e r i n g ,  e n v i r o n­
m e n t a l  study, o b t a i n i n g  p e r m i t s ,  a n d  d e m o n s t r a t i o n  of e c o­
no m i c  f e a s i b i l i t y .
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It is d i f f i c u l t  t h r o u g h  o u r  c o n v e n t i o n a l  c a p i t a l  b u d g e t i n g  
p r o c e d u r e s  to s e c u r e  large, d i r e c t  a p p r o p r i a t i o n s  for 
p r o j e c t s  t h a t  w i l l  n o t  e n t e r  the c o n s t r u c t i o n  p h a s e  for a 
y e a r  o r  m o r e ,  a n d  to w h i c h  the s t a t e  is n o t  y e t  v/illing to 
s p e c i f i c a l l y  c o m m i t  i t s e l f .  H o w e v e r ,  if s e t t i n g  a s i d e  the 
n e c e s s a r y  m o n e y  is d e l a y e d  u n t i l  c o n s t r u c t i o n  is a b o u t  to 
be g i n ,  the c h a n c e s  a r e  t h a t  the r e v e n u e  s u r p l u s e s  w i l l  
h a v e  d i m i n i s h e d  b y  then. T h e  p r o p e r  r e s p o n s e  is n o t  to 
r u s h  i n t o  m a s s i v e  f i n a n c i a l  c o m m i t m e n t s  b e f o r e  oil 
p r o d u c t i o n  g o e s  i n t o  d e c l i n e ,  b u t  to s y s t e m a t i c a l l y  set 
a s i d e  the m o n e y  n e e d e d  to a c c o m p l i s h  m a j o r  p r o j e c t s ,  a n d  
a r a w  d o w n  on the p r i n c i p a l  o n l y  w h e n  s a t i s f i e d  t h a t  a 
c o m m i t m e n t  is p r u d e n t .

T h e  s e c o n d  r e a s o n  t h a t  a c o n t i n u a t i o n  of c o n v e n t i o n a l  c a p­
ita l  b u d g e t i n g  p r a c t i c e s  is n o t  l i k e l y  to m e e t  the n e e d s  
for m a j o r  p r o j e c t  f u n d i n g  is t h a t  the r e v e n u e s  a v a i l a b l e  
for a n n u a l  c a p i t a l  e x p e n d i t u r e  t e n d  to be s p l i t  i n t o  m a n y  
s m a l l  p i e c e s .  If a l l  of t h e s e  r e v e n u e s  a r e  m a d e  s u b j e c t  
to an a l l o c a t i o n  s y s t e m  s i m i l a r  to t h a t  in r e c e n t  yea r s ,  
a c c u m u l a t i o n  of e n o u g h  m o n e y  f o r  a n y  m a j o r  p r o j e c t  o v e r  
s e v e r a l  y e a r s  is u n l i k e l y .

T h e  m o s t  p l a u s i b l e  s o l u t i o n  to t h e s e  p r o b l e m s  is the e s­
t a b l i s h m e n t  of a m a j o r  p r o j e c t s  f u n d  in w h i c h  m o n e y  c a n  be 
s t o r e d  for m a j o r  p r o j e c t s  t h a t  a r e  n o t  y e t  s p e c i f i e d .

I b e l i e v e  that the m a j o r  p r o j e c t s  f u n d  s h o u l d  be  c r e a t e d  
t h r o u g h  a n  a m e n d m e n t  to the A l a s k a  C o n s t i t u t i o n .  A  c o n­
s t i t u t i o n a l l y  d e d i c a t e d  f u n d  w i l l  be p r o t e c t e d  f r o m  f u t u r e  
u s e s  t h a t  are n o t  in k e e p i n g  w i t h  the f u n d ' s  o r i g i n a l  i n­
tent. A u t o m a t i c  d e p o s i t s  to the f u n d  are m a n d a t e d ,  as 
is a u t o m a t i c  r e t e n t i o n  of the f u n d ' s  i n t e r e s t  e a r n i n g s .

T h e  k e y  f e a t u r e  o f  this a m e n d m e n t  is the d e d i c a t i o n  of 10 
p e r c e n t  o f  the S t a t e ' s  t o t a l  p e t r o l e u m  r e v e n u e  to the
m a j o r  p r o j e c t s  fund. T h e  s t r e a m  of r e v e n u e  to the f u n d  
t h r o u g h  t h i s  d e d i c a t i o n  s h o u l d  be s u f f i c i e n t  to f i n a n c e  
the l a r g e s t  of the p r o j e c t s  w e  f o r e s e e  at  the p r e s e n t
time, S u s i t n a  R i v e r  h y d r o e l e c t r i c  d e v e l o p m e n t .

E x c l u d i n g  i n t e r e s t ,  d e p o s i t s  o f  th i s  m a g n i t u d e  s h o u l d  c r e­
at e  a f u n d  of a p p r o x i m a t e l y  $2.2 b i l l i o n  b y  f i s c a l  y e a r  
1991. A s s u m i n g  t h a t  n i n e  p e r c e n t  i n t e r e s t  is e a r n e d  a n d  
r e d e p o s i t e d  in the fund, a n d  t h a t  no  d i s b u r s e m e n t s  a r e
m a d e  u n t i l  f i s c a l  y e a r  1991, the fu n d  c o u l d  h a v e  a
p r i n c i p a l  sum o f  as m u c h  as $3 b i l l i o n  by then.
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T e n  p e r c e n t  of t o t a l  p e t r o l e u m  r e v e n u e  a p p r o x i m a t e s  the 
p r o p o r t i o n  t h a t  is c u r r e n t l y  d e d i c a t e d  to the p e r m a n e n t  
fund. F o r  f i s c a l  y e a r  1985, this w o u l d  r e q u i r e  a d e p o s i t  
to the m a j o r  p r o j e c t s  f u n d  of a p p r o x i m a t e l y  $300 m i l l i o n ,  
w h i c h  a l l o w s  a n  o p e r a t i n g  b u d g e t  of  $2 . 1  b i l l i o n ,  a r e g u­
lar c a p i t a l  b u d g e t  of $7 0 0  m i l l i o n ,  l o a n  a p p r o p r i a t i o n s  of 
$260 m i l l i o n ,  a n d  e n o u g h  r e m a i n i n g  m o n e y  f o r  d e b t  s e r v i c e  
a n d  o t h e r  l i k e l y  o b l i g a t i o n s .

T h e r e  a r e  s e v e r a l  o t h e r  s i g n i f i c a n t  f e a t u r e s  o f  the 
a m e n d m e n t .

(1) D e p o s i t s  to the f u n d  b e g i n  i n  f i s c a l  y e a r  1985 
a n d  c o n t i n u e  t h r o u g h  f i s c a l  y e a r  1990, i n  k e e p i n g  
w i t h  c u r r e n t  e x p e c t a t i o n s  of  f u t u r e  r e v e n u e  a v a i l­
abi l i t y .

(2) D i s b u r s e m e n t s  f r o m  the f u n d  f o r  a p r o j e c t  c a n n o t  
b e  m a d e  u n t i l  all s o u r c e s  of the m o n e y  n e c e s s a r y  to 
c o m p l e t e  the p r o j e c t  (or a s t a n d - a l o n e  p h a s e  of a 
l a r g e r  p r o j e c t )  h a s  b e e n  i d e n t i f i e d  a n d  the m o n e y  
c o m m i t t e d .

(3) A  c o s t  t h r e s h o l d  of $100 m i l l i o n  is s e t  for 
p r o j e c t s  to q u a l i f y  for f i n a n c i n g  f r o m  the fund. 
T h i s  m i n i m u m  a l l o w s  r e a s o n a b l e  f l e x i b i l i t y  f o r  c o v e r­
ing s u c h  p r o j e c t s  as the S u s i t n a  a n d  B r a d l e y  La k e  
dams, the K n i k  C r o s s i n g ,  a n d  e x t e n s i o n  of the A l a s k a  
R a i l r o a d ,  w i t h o u t  o p e n i n g  the f u n d  to c a p i t a l  p r o j­
e c t s  t h a t  c a n  be e f f e c t i v e l y  a d d r e s s e d  in the r e g u l a r  
c a p i t a l  b u d g e t  p r o c e s s .

(4) A p p r o p r i a t i o n  b i l l s  to s p e n d  f r o m  the f u n d  m u s t  
h a v e  a t w o - t h i r d s  m a j o r i t y  v o t e  in o r d e r  to p a s s  the 
l e g i s l a t u r e .  T h e  p u r p o s e  of this r e q u i r e m e n t  is to 
a s s u r e  t h a t  p r o j e c t s  h a v e  s t a t e - w i d e  s u p p o r t  a t  the 
t i m e  d i s b u r s e m e n t s  are made.

(5) E x p e n d i t u r e s  f r o m  the f u n d  m u s t  b e  r e c o v e r e d  and 
r e t u r n e d  to the f u n d  o v e r  the o p e r a t i o n a l  l i f e  o. the 
p r o j e c t .  T h e  i n t e n t  is to r e c o v e r  the p r i n c i p a l  of 
the f u n d  f r o m  f e e s  g e n e r a t e d  b y  the p r o j e c t .

(6) N e i t h e r  d e p o s i t s  to the fund n o r  a p p r o p r i a t i o n s  
f r o m  the f u n d  w o u l d  be s u b j e c t  to the a p p r o p r i a t i o n  
limit.
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A m o n g  the a l t e r n a t i v e s  a v a i l a b l e ,  I b e l i e v e  t h a t  a 
c o n s t i t u t i o n a l  a m e n d m e n t  is the m o s t  e f f e c t i v e  a n d  d i r e c t  
m e t h o d  of a c h i e v i n g  the o b j e c t i v e s  of  the m a j o r  p r o j e c t s  
fund. A s  y o u  know, a m e n d m e n t s  to the A l a s k a  C o n s t i t u t i o n  
m u s t  be r a t i f i e d  b y  the v o t e r s  at  a g e n e r a l  e l e c t i o n .  The 
n e x t  g e n e r a l  e l e c t i o n  w i l l  o c c u r  in N o v e m b e r ,  19B4. I 
b e l i e v e  t h a t  if r a t i f i c a t i o n  of t h e  a m e n d m e n t  is d e l a y e d  
u n t i l  N o v e m b e r ,  1986, i u  w o u l d  c o m e  too late to c a p t u r e  
e n o u g h  m o n e y  to a c c o m p l i s h  the i n t e n d e d  p u r p o s e s  of the 
fund.

I lo o k  f o r w a r d  to w o r k i n g  w i t h  y o u  a n d  m e m b e r s  of the l e g­
i s l a t u r e  on  this i m p o r t a n t  p i e c e  of l e g i s l a t i o n .

S i n c e r e l y ,

Bi
G o v e r n o r
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105 M U N IC IP A L  W A Y . SUITE 301 
JU N E A U , A L A S K A  99801

AML RESOLUTION SUPPORTING MAJOR PROJECTS FUND

WHEREAS G ove rno r S h e f f ie ld  has p roposed  a m a jo r p r o je c ts  fund  to  accu m u la te  revenues 

f o r  la rg e  c a p i t a l  p r o je c ts  in  A la s k a ; and

WHEREAS A laskan  m u n ic ip a l i t ie s  and t h e i r  re s id e n ts  may b e n e f i t  from  th e  c o n s tr u c t io n  

o f  m a jo r p r o je c ts  in  t h e i r  a re a s ; and

WHEREAS i t  i s  d i f f i c u l t  th ro u g h  c o n v e n t io n a l c a p i t a l  b u d g e tin g  p ro c e d u re s  to  secu re  

la rg e  d i r e c t  a p p r o p r ia t io n s  f o r  m a jo r p r o je c ts ;  and

WHEREAS th e  G ove rno r has in d ic a te d  th a t  s u f f i c i e n t  revenues can be d e d ic a te d  to  t h is  

fun d  w ith o u t  re d u c in g  th e  amount a v a i la b le  f o r  o th e r  im p o r ta n t c u r r e n t  s ta te  p rog ra m s; and 

WHEREAS such a fund  w i l l  h e lp  p re p a re  th e  s ta te  f o r  th e  day when a nn u a l cash 

s u rp lu s e s  above o p e ra t in g  budget re q u ire m e n ts  d e c lin e  s u b s ta n t ia l ly ;

NOW THEREFORE BE IT  RESOLVED by th e  Board o f  D ir e c to r s  o f  th e  A la s ka  M u n ic ip a l League 

th a t  th e  Board e x ten d s  i t s  c o n c e p tu a l s u p p o rt to  a m a jo r p r o je c ts  fu n d , as lo n g  as th e  

fund  does n o t n e g a t iv e ly  im pa ct o th e r  s ta te  program s w h ich  s u p p o rt A laskan  m u n ic ip a l i t ie s .

Adopted by th e  AML Board o f  D ir e c to r s ,  Ja n ua ry  31, 1986 in  Juneau, A la s k a .

ALASKA MUNICIPAL LEACUE

ATTEST:

E x e c u tiv e  D ir e c to r

M E M B E R  O F  T H E  N ATION A L L E A G U E  O F  C IT IE S  A N D  TH E N A TION A L A SS O C IA T IO N  O F  C O U N T IE S
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