


PETROLEUM REVENUE
(¢ Million; Nominal)

DOR DOR OMB oMB OMB
50% 50% Estimate Estimate Estimate
Federal
Corporate Property Mineral Total
Gross Severance Petroleum Tax Revenue Petrolei
FY Royalties Taxes Income Tax (0il/Gas) Sharing Revenue
1985 1,370 1,370 300 222 17 3,279
1986 1,480 1,450 325 226 18 3,499
1987 1,670 1,630 350 259 IP 3,927
1988 1,820 1,520 363 257 18 3,978
1989 2,080 1,730 384 277 18 4,489
1990 2,140 1,770 374 2J0 18 ...4,582
1991 1,950 1,540 361 285 18 4,154
1992 1,940 1,460 359 309 18 4,086
1993 1,940 1.430 350 337 18 4,075
1994 1,900 1,370 341 352 lo 3,983.
1995 1,770 1,270 331 364 18 3,753
1996 1,650 1,100 322 339 18 3,429
1997 1,700 1,140 325 388 18 3,571
1998 1,750 1,150 327 405 18 3,650
oMB
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Cot tributions to MPF Contributions to Permanent Fund

{$ Million; Nominal) (S Million; Nominal)
10% to MPF
Total 10% to FY 85 - 90 Non. Tax. Perm. Fund
Petroleum MPF 5% to MPr Pet. Rev. Contribution Perm. Fund
FY Revenue FY 85 - 90 FY 91 - 98 (Excl. Bonuses) Rate Contributions
1985 3,279 328 328 1,387 .25 3+7
1986 3,999 350 350 1,998 .25 375
1987 3,927 393 393 1,C98 .25 922
1988 3,978 398 398 1,838 .25 960
1989 9,989 999 999 2,098 .25 525
1990 9,582 958 958 2,158 .25 590
1991 9,159 208 1,968 .25 992
1992 9,086 209 1,958 .27 529
1993 9,075 209 1,958 .27 529
1999 3,981 199 1,918 .28 537
1995 3,753 188 1,788 .28 501
1996 3,929 171 1,668 .29 989
1997 3,571 179 1,718 .30 515
1998 3,650 183 1,768 .30 530
TOTAL 2,376 3,912

3'5-89



UNRESTRICTED GENERAL FUND REVENUE

($ Million)
CcMB ovB
Estimate Estimate
Pet. Rev. Other Unrestricted Unrestricted
Minus Investment (Non-Pet.) Gen. Fund Gen. Fund Revenue
FY P.F. Contr. Income Revenue Revenue (1985 dollars)

1985 2,932 250 253 3,*»35 3,*i35
1986 3,12~ 250 272 3,6*i6 3,*i*i0
1987 3,505 250 287 *i,0%i2 3,609
1988 3,518 250 303 *1,071 3,121
1989 3,96*1 250 320 *1,53*1 3,593
1990 *i,0%i2 250 337 *1,629

1991 3,662 250 356 *1,263 T 3,006
1992 3,557 250 376 *1,183 2,789
1993 3,5A6 250 397 *4,193 2,637
199*1 3,*i*4 250 *620 *1,11*1 2,<3
1995 3,252 250 *¢ 43 3,9*15 2,20*1
1996 2,9*%t5 250 *#69 3,6G*i 1,928

1997 3,056 250 *495 3,801 1,891



Deposit
Date

1-1-85
1-1-86
1-1-87
1-1-88
1-1-89
1-1-90
1-1-91
1-1-92
1-1-93
1-1-94
1-1-95
1-1-96
1-1-97
1-1-93

Assumptions:

OvB

81)1-57
3-5-87)

1)

2)

3)

Deposit

Amount

328
350
353
398
449
458
208
204
204
199
188
171
179
183

10% 1985 - 1990;

MPF

CUMULATIVE BALANCE

9%

Interest Balance
30 358
64 772

105 1,270
150 1,818
20'i 2,471
254 3,193
306 3,707
352 4,263
402 4,869
456 5,524
514 6,226
570 6,973
644 7,796
718 8,697

5% 1991 - 1998.

No expenditures from the fund.

MPF lump sum deposit

fiscal

year.

in the middle of the

Balance
Date

12-31-85
12-31-86
12-31-87
12-31-88
12-31-89
12-31-90
12-31-91
12-31-92
12-31-93
12-31-94
12-31-95
12-31-96
12-31-97
12-31-98

Balance in $ 1985
(6% inflation)

358

728
1,134
1,528
1,961
2,383
2,611
2,842
3,062
3,269
3,478
3,670
3,879
4,083



AMENDMENT 2

In Section 1, amending proposed Section 17(a) after "exceed $100,000,000 in
cost” add "and provide money for th<
Add a new Section 17(b) which readsJj /C per cent of the annual revenue

paid into the major projects fund shall be paid into a fund reserved for

expended from the major projects fund for weatherization."”

This amendment 1is designed to make up for deficiencies in the present approach
of subsidization of energy costs which reduces the incentive to conserve energy
and save money 1in that manner. By paying instead for the weatherization of homes

across the state significant savings would be realized to consumers.
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JViafika " gislaturi RICHARD SHULTE 5o Sl
HOUSE OF REPRESENTATIVES JUNEE/;-\(L)J,OAUIA/gSK:/;\7939811
COMMITTEE ON RESOURCES (807) 465-37(
TO: House Resource Committee Members

FROM: Committee Staff
DATE: March 5, 1984

RE: Sectional Analysis of HJR 57, establishing a major projects fund

SECTION 1.

Subsection (a) is language which creates within 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 -Iso allows the money in the MPF to be invested
in a manner similar to the Permanent Fund, except that it may
managed by the Dept, of Revenue as part of the State Treasury.

- Subsection (a)(l) establishes an annual deposit of 10% of state
revenue into the fund from the following ."sources:
(A) severence 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) 1S
the mechanism which provides for repayment back into the MPF,
from projects financed by the MPF.

Subsection (b) establishes miniimri requirements to be met before
appropriations are made from the f."nd.

These are:

legislature mv.st approve the appropriation.
all costs of the project must be committed;
the project has to ear., revenue, and

the project must be owned by the State.

B WN -

Subsection (c) as mentioned above is the mechanism for repayment of the
MPF 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 fronm
revenue generated by the project.

Subsection (d) allows the fund, by a two-thirds vote of the legislature,
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
Hydroelectric 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 the Constitution which refers
to the dedication of funds. In order to establish a stream of dedicated
oil revenue into the MPF, it must be exempted from the dedication of
funds section of the Constitution. This has been don in the past when
the Permanent fund was created.. (Ar:. IX, sec. 15)

SECTION 3.

This section amends Art. 1IX, sec. 16, the Appropriation Limit, by exempt—
ing 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.



TO: House ResourceCommittee Members

FROM: Committee Staff

DAT "_.ire-, 5, 1984

RE: CS HB 589, APACLEAN-UP BILL, SECTIONAL ANALYSIS
SECTION 1.

Eliminates restrictions on industrial power rates.

Also provides for the combination of the Lake Tyee, Swan Lake,, Solomon
Gulch, and Terror Lake hydroelectric projects into one power project for
onrposes of the wholesale power rate calculation.

SECTION 2.

Describes the method for determining the wholesale power rate for the

projects of the authority. As the four dams are combined into proj ".t,
they would share the debt service for the cn ire "initial project”™, and
there is a single ccnts-per-kilowatt-hoi.: rate for debt service. The

rate to cover costs of maintenance, operation, equipment replacement,
safety inspections and investigations 1is determined separately for each
facility.

In the original bill, Section 2 repealed the "Susitna Blackmail Clause."
This has been reversed in the CS, and the blackmail clause 1is addressed
in section 8.

SECTION 3.

Adds a sentence to AS 44.83.398(e) to allow the power authority to
contractually limit the amount, of debt service payable by power
purchasers as a consequence of the later of new projects to the energy
program for Alaska.

SECTION 4 and SECTION 5.

Refer to the "Susitna Blackmail Clause”™ and would be repealed by Sec. 8.



SECTION 6.

Repeals AS 44.83.398(d) upon immediate effective date. Section refers
to wholesale power rates amended 1in Section 1 of the bill.

SECTION 7..

Provides immediate effective date for Sections 1-3 and 6.

SECTION 8.

Provides that sections 4 and 5 take effect upon approval of a
constitutional amendment creating the major projects fund, which would
require the financing of Watana portion of the Susitna Project..



Referred; Labor st Commerce,
Resources and Finance

Funding. Information

General Fund $35,000,000

Other Funds $ -0-
535,000,000

BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 684
IN THE LEGISLATURE OF THE STATE OF ALASKA

THIRTEENTH LEGISLATURE - SECOND SESSION

A BILL
For an Act entitled: "An Act making a special appropriation to the Alaska
Power Authority; and providing for ar, effective

date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* SeclLion 1. The sum of $35,000,000 is appropriated from the general
fund to the Alaska 13wor Authority for the purpose of rate stabilization in
accordance with the terms of power sales agreements and bond covenants for
the 1issuance of revenue bonds for the Lake Tyee, Swan Lcke, Terror Lake,
and Solomon Gulch hydroelectric facilities.

¥ Sec. 2. The appropriation made in sec. 1 of this Act 1is not a one-
year appropriation and does not lapse under AS 37.25.010.

W Sec. 3. This Act takes effect immediately in accordance with AS 01.-

Resources CS will provide a new effective date contingent
upon signing of power sales agreements by the affected

communi ties.

-1- HB 6S.
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Original sponsor:

IN THE HOUSE

Asper
Version #1

Rules/Governor

BY THE RESOURCES COMMITTEE

CS FOR HOUSE JOINT RESOLUTION NO. 57 (Resources)

IN THE LEGISLATURE OF THE STATE OF ALASKA

THIRTEENTH LEGISLATURE - SECOND SESSION

Proposing an amendment to the Constitu-—
tion of the State of Alaska creating a
fund to finance the construction of cap-—

ital projects.

RE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. Article

IX, Constitution of the State of Alaska, 1is amend—

ed by adding a new section to read:

SECTION 17.

MAJOR PROJECTS FUND. (a) There 1is created 1in the

State treasury a major projects fund. The purpose of the major proj—

ects fund 1is to finance capital projects which exceed $100,000,000 in

€))

an

annual deposit of ten percent of state revenue

earned after June 30, 1985, from the following sources:

bonuses;

&)

(A
(®)
©)
®)
®

severance tax;

mineral lease rentals;
royalties;

royalty sale proceeds; and

federal mineral revenue-sharing payments and

interest earned each fiscal year from 1investment of

money in the major projects fund;

3)

revenue dedicated to the major projects Tfund in accor —

dance with (c) of this section; and

-1- CSHJR 57 (Res)



(A) appropriations made by the legislature. |

(b) Honey may not be expended from the major projects fund un—
less

(D the expenditure 1is authorized in an appropriation bill
passed by the legislature;

2 the appropriation, together with any other money com—
mitted to finance the capital project, 1is sufficient to provide for
all costs of constructing the capital project;

A3) the capital project is projected to earn enough revenue
duringits useful life to repay the money appropriated from the major
projects fund andother borrowed money used to finance the project;
and

(A) the capital project being funded is owned by the state, ]

(c) The legislature shall dedicate by law sufficient revenue
earned by a capital project financed by the major projects fund to
ensure that the amount appropriated from the fund for the project Iis
repaid during the useful life of the project.

(d) Notwithstanding the dedication of revenue required by this
section, the legislature, by an affirmative vote of two-thirds of the
membership of each house, may appropriate revenue dedicated under this
section to meet a state of disaster declared by the governor as pre—
scribed by law.

(e) The first appropriation from the major projects Tfund shall
be for the Watana Dam portion of the Susitna River hydroelectric
project, unless the legislature, by a vote of two-thirds of the member—
ship of each house, disapproves the project. Notwithstanding art. 11,
sec. 15 of the Constitution of the State of Alaska, the appropriation
made under this subsection may not be vetoed by the governor.

* Sec. 2. Article 1IX, sec. 7, Constitution of the State of Alaska is

CSHJR 57 (Res) -2-



miU. uiunt

amended to read:

*

SECTION 7. DEDICATED FUNDS. The proceeds of any state tax or
license shall not be dedicated to any special purpose, except as pro—
vided in sections [SECTION] 15 and 17 of this article or when required
by the federal government for state participation in federal programs.
This provision shall not prohibit the continuance of any dedication
for special purposes existing upon the date of ratification of this
section by the people of Alaska.

Sec. 3. Article 1IX, sec. 16, Constitution of the State of Alaska is

amended to read:

SECTION 16. APPROPRIATION LIMIT. Except for appropriations for
Alaska permanent fund dividend*, appropriations from the major proj—
ects fund established by section 17 of this article, appropriations of
revenue bond proceeds, appropriations required to pay the principal
and interest on general obligation bonds, and appropriations of money
received from an non-State source in trust for a specific purpose, 1in—
cluding revenues of a public enterprise or public corporation of the
State that issues revenue bonds, appropriations from the treasury made
for a fiscal year shall not exceed $2,500,000,000 by more than the
cumulative change, derived from federal 1indices as prescribed by law,
in population and inflation since July 1, 1981. Within this limit, at
least one-third shall be reserved for capital projects and loan appro—
priations. The legislature may exceed this limit in bills for appro—
priations to the Alaska permanent fund and in bills for appropriations
for capital projects, whether of bond proceeds or otherwise, if each
bill 1is approved by the governor, or passed by affirmative vote of
three-fourths of the membership of the legislature over a veto or item
veto, or becomes law without signature, and i. also approved by the

voters as prescribed by law. Each bill for appropriations for capital

-3- CSHJR 57(Res)
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projects in excess of the limit shall be confined to capital projects
of the same type, and the voters shall, as provided by Jlaw, be 1in—
formed of the cost of operations and maintenance of the capital proj—
ects. No other appropriation in excess of this limit may be made ex—
cept to meet a state of disaster declared by the governor as pre—
scribed by law. The governor”™_shall cause any unexpended-and -unappro_-
priated balance to be invested so as to yield competitive market rates
to the treasury,
* Sec. A. The amendments proposed by this resolution shall be placed
before the voters of the state at the next general election in conformity
with .art. XIll, sec. 1, Constitution of the State of Alaska, and the elec—

tion laws of the state.

CSHJR 57(Res)



Fiscal
Year

1985

1986

1587

1988

1989

1990

1991

1992

1993

1994

"995

Copper
Valley

$3,167,486

2,795,816
2,464,771
2,203,183
1,560,540
1,267,577

975,502

657,130

298,906

$15,390,911

RATE STABILIZATION FUND SCHEDULE**

Ketchikan

$3,114,153

2,900,562
2,607,345
2,321,229
1,920,336
1,444,022

890,397

205,299

$15,403,343

b_iect to change to reflect actual

EXHIBIT H

Kodi ak
$4,701 ,936
5,1:3,937
4,474 ,900
3,749 ,084
2,776 ,647

1,708 ,624

546 ,722

$23,131 ,850

Petersburg

$1,115,967

1,047,279
.471,433
473,619
354,398

270,913

$3,733,609

par value of bonds and

Wranaell

$1,160,650

922,701
1,134,154
922,711
826,998
682,829
511,810
259,105

54,142

$6,475,100

Total

$13,260,192
12,840,295

11,152,603

9,669,826

7,438,919

5,373,965

2,924,431

1,121,534

353,048

$64,134,813

interest rates.
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IN THE HOUSE BY THE RESOURCES COMMITTEE

CC FDR HOUSE JOINT RESOLUTION Ni. 57 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
Proposing an amendment toXfchelConstitu—
tion of the State of Alaska- creating a
fund to finance the construction of cap-

ital projects.\

IT RESOLVED BY THE LEGISLATURE OF THE STATE OF/ ALASKA.:

*
Section 1. Article IX, Constitution of theista”e of Alfiskk, is amend—
ed by adding a new section to re”d: A

SECTION 17. MAJOR PROJECTS FUND. There 1isVcreat®ed in the
State treasury a major projects fui”™.\ purpose of the maitor proj -
ects fund 1is \to finance capital projects which exceed}\./$\100,00G,000 in
cost. Money in the fund may be 1invested in the maVi.ner specified 1in
section 1é of ‘t\his artiéle\ for the AI;ska %ermanen}t Fund. The major
projects ifund consists of\

€ an al'unuaj) deb/osit of ten pe¥c)ent Ot state revenue
earned aftqr June 30, 1985, from the following sources:
(A) corporate "income ytax \on oil and gas producers;
(B) severance taxy V
(C) oil and gas production property tax;
(D) min:eral Ieasp'e'rentals;
(E) royalties;
(F) royalty sale proceeds; and
(G) federal mineral revenue-sharing pavments and
bonuses;
) interest earned each fiscal year from investment of

money in the major projects fund;

-1- CSHIF. 57 (Res)



(3) revenue dedicated to the major projects fund 1in accor—
dance with (c¢) of this section; and

(4) appropriations made by the legislature.

(b) Money may not be expended from the major projects fund un—
less

(1) the expenditure is authorized 1in an appropriation bill
passed by the legislature;

(2) the appropriation, together with any other money com—
mitted to finance the capital project, 1is sufficient to provide for
all costs of constructing the capital project;

(3) thecapital project is projected to earn enough revenue
during its useful life to repay the money appropriated from the major
projects fund to finance the project; and

(4) the capital project being funded is owned by the state.

) The legislature shall dedicate by Jlaw sufficient revenue
earned by a capital project financed by the major projects fund to
ensure that the amount appropriated from the fund for the project is
repaid during the useful life of the project.

(d) Notwithstanding the dedication of revenue required by this
"section, the legislature, by an affirmative vote of two-thirds of the
membership of each house, may appropriate revenue dedicated under this
section to meet a state of disaster declared by the governor as pre—
scribed by law.

(e) The first appropriation from the major projects fund shall

T I TcCiTWA VZVAISPHCUT
be for the Watana Dam*project, unless the legislature, by a vote of
two-thirds of the membership of each house, disapproves theproject.
* Sec. 2. Article IX, sec. 7, Con? titution of the State of Alaska 1is
amended to read;

SECTION 7. DEDICATED FUNDS. The proceeds of any state tax .r

CSHIP 57 (Res) ~2-
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license shall not be dedicated to any special purpose, except as pro-—
vided in sections [SECTION] 15 and 17 of this article or when required

by the federal government for state participation in federal programs.

This provision shall not prohibit tee continuance of any dedication

for special purposes existing upon the date of ratification of this

section by the people of Alaska.

Sec. 3. Article 11X, sec. 16, Constitution of the State of Alaska 1is

amended to read:

SECTION 16. APPROPRIATION LIMIT. Except for appropriations -for
Alaska permanent fund dividends, * m- .-priations from the naior proj—
ects fund established bv section 17 of this article, appropriations of
revenue bond proceeds, appropriations required to pay the principal
and interest on general obligation bonds, and appropriations of money
received from an non-Stata source in trust for a specific purpose, 1in—
cluding revenues of a public enterprise or public corporation of the
State that issues revenue bc-nds, appropriations from the treasury made
for a fiscal year “all not exceed $2,500,000,000 by more than the
cumulative change, derived from federal 1indices as prescribed by Ilaw,
in population and inflation since July 1, 1981. Within this limit, at
least one-third shall be reserved for capital projects and loan appro—
priations. The legislature may exceed this limit in bills for appro-—
priations to the Alaska permanent fund and in bills for appropriations
for capital projects, whether of bond proceeds or otherwise, 1if each
bill 1is approved by the governor, or passed by affirmative vote of
three-fourths of the membership of the legislature over a veto or item
veto, or becomes Jlaw without signature, and 1is also approved by the
voters as prescribed by law. Each bill for appropriations for capital
projects in excess of the limit shall be confined to capital projects
of the same type, and the voters shall, as provided by law, be

-3- CSKJF. 57(Res)
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tion

informed of the cost of operations and maintenance of the capital

projects. No other appropriation in excess of this limit may be made

except to meet a state of disaster declared by the governor as pre—
scribed by law. The governor shall cause any unexpended and unappro—
priated balance to be invested so as to yield competitive market rates

to the treasury.

Sec. 4. The amendments proposed by this resolution shall be placed

before the voters of the state at the next general election in conformity

with art. XIIl, sec. 1, Constitution of the State of Alaska, and the elec—

laws of the state.

CSHJP 57 (Per.)



TELEPHONES
(907) 586-1325
(907) 586-6526-

105 MUNICIPAL WAY, SUITE 301
JUNEAU, ALASKA 99801

AML RESOLUTION SUPPORTING MAJOR PROJECTS FUND

WHEREAS Governor Sheffield has proposed a major projects fund to accumulate revenues
for large capital projects in Alaska; and

WHEREAS Alaskan municipalities and their residents may benefit from the construction
of mé&jor projects in their areas; and

WHEREAS it is difficult through conventional capital budgeting procedures to secure
large direct appropriations for major projects; and

WHEREAS the Governor has indicated that sufficient revenues can be dedicated to this
fund without reducing the amount available for other important current state programs; and

WHEREAS such a fund will help prepare the state for the day when annual cash
surpluses above operating budget requirements decline substantially;

NOW THEREFORE BE 71 RESOLVED by the Board of Directors of the Alaska Municipal League
that the Board exte its conceptual support to a major projects fund, as long as the

fund does not negatively imp.-jt other state programs which support Alaskan municipalities.

Adopted by the AML Board of Directors, January 31, 1986 in Juneau, Alaska.

ALASKA MUNICIPAL LEACUE

ATTEST:

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

REQUEST FISCAL DETAIL

Bill/Resolution No.: HJR 57 Agency Affected: Elections
Title: proposing amendment to Program Category Affecri-a:
Constitution re capital projects

Sponsor: Ruler BRU, Program or Subprogram”) Affectea:

Regi ;stor: Gove." nor-
Date of Request: March 5.198U

EYPENDITURES/REVENUES:  (Thousands of Dollars)

FY 84 FY 85 FY 86 1 FY 87 1 FY 88 FY 89
OPERATING | 1
100 PERSONAL SERVICES -0- 1 1
200 TRAVEL -0.- 1
300 CONTRACTUAL 1.0
<00 SUPPLIES -0- 1 1
500 EQUIPMENT -0- 1
600 LAND A STRUCTURES -0- 1
700 CRANTS, CLAIMS -0- 1 1
900 MISCELLANEOUS -0- i
TOTAL OPERATING i;o 1
| CAPITAL | | | |

REVENUE

FUNDING:  (Thousands of Dollars)
CENERAL FUND - r
FEDERAL FUNDS i
OTHER i
TOTAL i

- o=
- o o o
- o o

POSITIONS:
FULL-TIME 1 il

PART-TIME 1

TEMPORARY 1

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

the cost of one page 1in the Election Pamphlet is *.0

ANALYSIS: Attach a separate page for analysis

Prepared By: T.P.Thoma. Information Of “icerphone: *611
Division: Elections ~ Date:
Approved by Corun/s m~/"N_Cjate:
Agency: | 2}y ] .

Distribution (by Agency preparing fiscal note)”
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83



TELEPHONES

(907) 586-1325 105 MUNICIPAL WAY, SUITE 301

(907) 586-6526- JUNEAU. ALASKA 99801

AMI. RESOLUTION SUPPORTING MAJOR PROJECTS FUND

WHEREAS Governor Sheffield has proposed a major projects fund to accumulate revenues
for large capital projects in Alaska; and

WHEREAS Alaskan municipalities and their residents may benefit from the construction
of major projects in their areas; and

WHEREAS it is difficult through conventional capital budgeting procedures to secure
large direct appropriations for major projects; and

WHEREAS the Governor has indicated that sufficient revenues can be dedicated to this
fund without reducing the amount available for other important current state programs; and

WHEREAS such a fund will help prepare the state for the day when annual cash
surpluses above operating budget requirements decline substantially;

NOW THEREFORE CE 1T RESOLVED by the Board of Directors of the Alaska Municipal League
that the Board extends its conceptual support to a major projects fund, as long as the

fund does not negatively impact other state programs which support Alaskan municipalities.
Adopted by the AML Board of Directors, January 31, 1986 in Juneau, Alaska.

ALASKA MUNICIPAL LEAGUE

Betty J. Click
President

ATTEST:

Scott A. Burgess [(

Executive Director

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSOCIAV.ON OF COUNTIES



AMENDMENT 2

In Section 1, amending proposed Section 17(a) after "exceed $100,000,000 in
cost” add "and provide money for the weatherization fund". . - f If )
//e] Q>) t (o) "ifcTtPu.A
Add a nr; Section 17(b) which r e a d s p e r cent of the annual revenue
paid into the major projects fund shall be paid into a fund reserved for
weatherization/p~ i*--"-—*Cn 0-0>. VvV 0 1 AN
K *) % 7%
A Ut, O«.v*W .tCU- —-IX, Vo3 ¥

Add a new Section 17(g) which reads "Notwithstanding (c) of this section money may

expended from the major projects fund for weatherization.™

This amendment 1is designed to make up for deficiencies in the present approach
of subsidization of energy costs which reduces the incentive to conserve energy
and save money in that manner. By paying instead for the weatherization of homes

across the state significant savings would be realized to consumers.
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m
STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

[Revision Date:

REQUEST FISCAL DETAIL
Bill/Resolution No.:HJR 57 Agency Affected: Election!
Title: proposing amendment to Program Category Arfectea:_

Constitution re capital oroiects
Sponsor” Rules BRU, Program or Subprogram”

Requestor: Governor.
Date of Request: March 5.198A

EXPENDITURES/REVENUES:  (Thousands of Dollars)

Affected:

FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

OPERATING
100 PERSONAL SERVICES -0-
200 TRAVEL -0.-
300 CONTRACTUAL 1.0 r
400 SUFPLIES —o-
SO0 EQUIPMENT ~0-
GOO LAND 4 STRUCTURES -0-
700 CRANTS, CLAIMS -0-
800 MISCELLANEOUS -0-
TOTAL OPERATING ! 1.0

1 CAFITAL | | I I I
L REVENUE

FUNDING:  (Thousands of Dollars)
CENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL

P R R e
- -
N )
N )

POSITIONS:

FULL-TIME |
PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

the cost of one page in the Election Pamphlet is 1.0
ANALYSIS: Attach a separate page for analysis
Prepared By: T.P.Thoma, Information Of "icerphone: *£11

12/1/83
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TO:

THROUGH:

FROM:

02-001A|Re». 10/79)

et MEMORANDUM State of Alaska

Honorable Bill Sheffield date* January 5, 1984
Governor
file NO: 831-172
Gordon Harrison, AssocichrSLiirector
Division of StrategicC rPianning-ELEPHONE no- 465-3568

Richard Emerman, Manager SBICT: Major Project Func”]
Office of Management and Budget &
Division of Strategic Planning

Although the State treasury will continue to receive substantial
petroleum revenues for many years to come, best estimates
indicate that large annual cash surpluses above operating budget
requirements will cease to be available by the early 1990"s.
There is still time to use these surpluses for one or more major
capital projects that can serve as foundations for Alaska®s
future economy, but that opportunity will probably be gone
within the next six or seven years. Primary examples of such
projects are Susitna hydro .and the Knik Arm crossing, while
other examples with lower price tags include Bradley Lake hydro,
Eklutna water supply, road and port infrastructure for the Red
Dog mine and other nearby mining prospects, and renovation
and/or extension of the Alaska Railroad.

Currently, it appears that several hundred million dollars per
year would have to be set aside for the rest of this decade in

order for Susitna to be financially viable. Each year of delay
substantially reduces the probability that enough funds will be
available to build it. Even if Susitna 1is not built, it is

unlikely that a major share of the funding necessary to build
other large and imporuant projects will be set aside-unless it
is begun in the very near future.

There are at least two reasons why a "business as usual"” ap—
proach is likely to produce less than is needed for these

projects. The first is that, for many of these large projects
and especially for Susitna, there still is not enough clear
information to warrant unequivocal commitment. Actual construc—

tion might not begin for a number of years due to the time
necessary for required engineering, environmental study, permit—
ting, and demonstration of economic feasibility. It is diffi—
cult under "business as usual™ to recure large, advance appro—
priations for projects that, will not enter the construction
phase for a year or more, and to which the State is not yet
willing uo specifically commit. Yet, if setting aside the
necessary funds is delayed until construction is about to begin,
the chances are that the financial window of opportunity will be
too far closed. The proper response is not to rush into massive
financial commitments before oil production goes into decline,



Honorable Bill Sheffield -2- January 5, 1984
Governor

but to systematically set aside the funds needed to accomplish
ma."or projects, and draw down on the funds only when satisfied
that a full scale commitment 1is in order.

The second reason that a continuation of conventional capital
budgeting practices 1is not likely to meet the needs for large
project funding is that the funds available for annual capital
expenditure tend to be split into many small pieces for purposes
of geographic and political equity. If all such funds are made
subject to a political allocation system similar to that in
recent years, accumulation of sufficient funds over several
years for any major project would seem to be an unlikely out—
come.

The most plausible solution to these problems 1is the establish—
ment of a major project fund in which dollars can be stored for

large projects that are not yet specified. Among the questions
raised by this proposal are the following: -
Ei Should the fund be established by statute or by

constitutional amendment?

Ei What rules should be established for making disburse—
ments from the fund?

a Will 1t be necessary for the pattern of fund disburse—
ments to exhibit geographic equity, or is there
another way to assure that such equity concerns will
be effectively addressed?

How much money should be deposited in the fund, from
what source, and for how long?

Statute or Constitutional Amendment?

A dedicated fund created by constitution®1l amendment would enjoy
the highest level of protection against iature uses that are not
in keeping with the fund®s original intent. In addition,
automatic deposits to the fund could be mandated, as well as
automatic retention of the fund"s interest earnings. However, it
is necessary to persuade two-thirds of each house in the Legis—
lature to propose such an amendment in order to get it on the
ballot at a general election. The next general election oppor- *
tunities will occur in November, 1984 and November, 1986. As
explained below, there 1is reason to think that an amendment
passed in November, 1986 would come too late in the expected
life of surplus oil revenues to accomplish the intended purposes
of the fund. In order to be fully effective, a constitutional
amendment to establish the fund should appear on the November,
1984 ballot. This means that two-thirds of each house in the
Legislature would have to approve the proposal during 1984.
Before pursuing this approach to the exclusion of others, it



Honorable Bill Sheffield -3- January 5, 1984
Governor

will be important to assess the likelihood of passage in the
current Legislature.

A statutory fund 1is easier to create. It is also easier to amend
or repea-. A statutory fund can be effective only as long as
support: for its original purpose resides in the Legislature and
the Governor®s office. Each deposit to a statutory fund would
require enactment of an appropriation bill. On the positive
side, the relative ease with which statutes can be changed might
turn out to be a welcome feature should the cate be faced with
abrupt and unanticipated declines in petroleum revenue.

Rules for Fund Disbursements

It would be simplest to require only that an appropriation bill
be passed by the Legislature and signed by the Governor. But
there are other possibilities that warrant some discussion.
Should the statute or constitutional amendment creating the fund
require that it be spent only for projects that cost more than
some threshold amount? Should it require that disbursements be
made only after the full amcunt needed to complete a project, or
perhaps to complete a "stand-alonel phase of a project, has
already been accumulated or obtained? Should any sort of
advisory group be established to recommend uses of the fund
based on estimates of relative need, merit, and feasibility?

Geographic Equity

It will be difficult to deal with questions of geographic equity
until the projects to be financed by the fund are specifically
identified, and they are not likely to be identified until after
the fund is created.

Perhaps the Legislature and the Governor can provide for dis—
proportionate spending in other areas of the state at the time
that fund disbursements are made. This could be encouraged by
providing that disbursements from the fund require more than a
simple majority vote in the Legislature.

Size of the Fund

Under current financing projections, construction of Susitna
hydro will require accumulation of at least $3 billion (in
nominal dollars) by the end of this decade. In establishing the
deposit rates for an investment fund, it will be necessary to
determine whether the State is willing to forego alternative
expenditures of this magnitude, or settle instead for a smaller
accumulation that, while still very significant, would not be
adequate for Susitna.

The analysis below is intended to illustrate the Adminis—
tration®s evolving view of the fiscal situation we face. It is
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based on the Department of Revenue December 1983 forecast of
petroleum royalties and severance taxes, supplemented by the OMB
long-range forecast of other revenue sources. It assumes no
reimposition of personal income taxes nor repeal of the per—
manent fund dividend program. Annual inflation of 6 percent is
assumed. The many features and assumptions of the analysis are
important subjects for debate; the intention of presenting this
information is to communicate the broad contours of the Adminis—
tration™s current view. Spending assumptions are made for
purposes of illustration only.

Table 1 displays estimates of total, unrestricted general fund
revenue based on 30th and 50th percentile petroleum revenue
forecasts, and general fund operating budget expenditures at 6
percent annual growth and 8.5 percent annual growth (the latter
reflecting adjustment for both inflation and expected population
increase) .

Table 1

UNRESTRICTED GENERAL FUND REVENUES AND OPERATING EXPENDITURES

Revenues Expenditures

30th Percentile 50th Percentile Oper. Budget Oper. Buc
Forecast Forecast Growth @ 6% Growth @
$ 3238 $ 3436 $2023 $2023
3359 3622 2144 2195
3633 3962 2273 2382
3625 3999 2409 2584
3941 4436 2554 2804
3786 4546 2707 3042
3509 4179 2870 3300
3431 4085 3042 3581
3278 4050 3224 3885
3109 3973 3418 4216
3074 3784 3623 4574
2902 3533 y840 4963
2954 3625 4071 5385
3007 3695 4315 5842.

In tables 2 and 3, operating expenditures are subtracted from
expected revenues. In this case, the lower spending figures are
subtracted from the more conservative, 30th percentile revenues;
and the higher spending figures from the 50th percentile reve—
nues. In addition, currently known G.0. debt service obliga—
tions are deducted 1in each case:
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Table 2

REVENUE AND EXPENDITURE ANALYSIS: 30th PERCENTILE REVENUES

FY 30th Percentile Operating Budget G.0. Debt Residual
Total Revenue @%Growth ~ Service Funds
1985 $ 3238 $2023 $ 170 $1045
11986 3359 2144 163 1052
1987 3633 2273 155 1205
1988 3625 2409 148 1068
1989 3941 2554 136 1251
1990 3786 2707 120 959
1991 3509 2870 95 544
1992 3431 3042 68 321
1993 3278 3224 60 neg.
1994 3169 3418 34 neg.
1995 3074 3623 23 neg.
1996 2902 3840 21 neg.
1997 2954 4071 17 neg.
1998 3007 4315 14 neg.
Table 3
REVENUE AND EXPENDITURE ANALYSIS; 50th PERCENTILE REVENUES
FY 50th Percentile Operating Budget G.0. Debt Residual
Total Revenue 0 8.5% Growth Service Funds
1985 $ 3436 $2023 $170 “ $1243
1986 3622 2195 163 1264
1987 3961 2382 155 1424
1988 3999 2584 148 1267
1989 4436 2804 136 1496
1990 4546 3042 120 1384
1991 4179 3300 95 784
1992 4085 3581 68 436
1993 4050 3885 60 105
1994 3973 4216 34 neg.
1995 3784 4574 23 neg.
1996 3533 4963 21 neg.
1997 3625 5385 17 neg.
1998 3695 5842 14 neg.

For these cases, the forecasts show eight to nine years of
surpluses 1in excess of operating needs. To these surpluses must
be added the FY 85 expected carryover of available general
funds. From the surpluses must be subtracted all the loan
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appropriations, supplemental”™ and planned special deposits to
the Permanent Fund to calculate net funds available for capital
purposes. Here again some assumptions are necessary:

1. Loan appropriations of $260 million per year from FY
1985 through FY 1992.

2. Special Permanent Fund deposits of $100 million per
year for eight years. /- v ‘- \U A
3. Supplementals of $50 million per year.

Tables 4 and 5 show the calculation of funds available for
capital in view of these various adjustments:

Table 4

MONEY AVAILABLE FOR CAPITAL AT 30tll PERCENTILE REVENUES

Available

Residual Loan Special For Total
FY Funds Aoorjoriations PF Deposits Supplementals Capital

1985 $1445* $ 260 $ 100 $ 50 $ 1035
1986 1052 260 100 50 642
1987 1205 260 100 50 795
1988 1068 260 100 50 658
1989 1251 260 100 50 841
1990 959 260 100 50 549
1991 544 260 100 50 134
1992 321 260 100 50 -

* Includes $400 million in estimated GF carry forward.

Table 5

MONEY AVAILABLE FOR CAPITAL AT 50th PERCENTILE REVENUES

Available

Residual Loan Special For Total
FY Funds Appropriations PF Deposits Supplementals Capital
1985 ? 1643 $ 260 $ 100 $ 50 $ 1233
1986 1264 260 100 50 854
1987 1424 260 100 50 1014
1988 1267 260 100 50 857
1989 1496 260 100 50 1086
1990 1384 260 100 50 974
1991 784 260 100 50 374
1992 436 260 100 50 26

* Includes $400 million of estimated GF carry forward.
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Table 6 displays the amounts that could be available for deposit
in a major project fund assuming "regular™ capital budgets of

$500 million- per year and $700 million per year (unadjusted for
inflation) through 1990:

Table 6

MONEY AVAILABLE FOR DEPOSIT
IN A MAJOR PROJECT

FUND
(in millions)
30th Percentile Revenues 50th Percentile Revenues
@ $500 Other @ $700 Other @ $500 Other @ $700 Other
Capital Capital Capital Capital
535 335 733 533
142 354 154
295 95 514 314
58 357 157
341 141 586 386
49 -— 474 274
1520 571 3018 1818

These funds would earn interest prior +o0 being expended, and
might thereby increase the total deperiing on whether the
earnings are retained in the major project fund or deposited in
the general fund. The amount of interest accumulated would also
depend on the schedule of disbursements from the fund.

The analysis suggests that deposits to the fund should be
scheduled to end in FY 1990, since the projection of funds
available for all capital spending indicates serious decline by
FY 1991. The State, should have a maximum level of fiscal

flexibility once the expected contraction in revenues begins in
earnest.
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Finally, Table 7 displays the percentage of various revenue
streams that would have to be dedicated to generate the target
fund levels showr in Table 6:

Table 7

ANNUAL CONTRIBUTIONS REQUIRED TO REACH
TARGETED FUND LEVELS

30th Percentile 50th Percentile
Contribution ($1520) ($571) ($3018) ($1818)
% of non-tax
petroleum revenue* 17% 6% 28% 17%

% of total petroleum
revenue* 7% 3% 13% 3%

% of total unre—
stricted G.F. revenue 7% 3% 13% 8%

Thus, for example, 8 percent of total petroleum revenue**
(before Permanent Fund deposits) would have to be dedicated to
build a fund of approximately $1.8 billion assuming that the
50th percentile forecast were realized, and without con—
sideration of reinvested interest earnings.

* Before any Permanent Fund deposits
** Total, petroleum revenue includes primarily royalties,

severance taxes, corporate income tax on oil and gas producers,
and property tax on oil and gas production property.
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Draft of Alternatives

Draft language for the following alternatives has been prepared
by the Department of Law and is attached to this memo:

A. a joint resolution to place on the ballot a constitu—
tional amendment creating a Major Project Fund (MPF)

B. a bill to create a statutory MPF

C. a bill to appropriate $300 million to the Power
Development Fund for construction of unspecified
energy projects other than those already under con-—
struction.

Characteristics of these options are discussed topically below:

Time Frame for Deposits

The proposed constitutional amendment would mandate that de—
posits to the MPF begin in FY85 and continue through FY90, 1in
keeping with current expectations for future revenue
availability. There wourd be no mention of future deposits at
all in the proposed statutory alternatives, since statutory
language regarding such deposits could not be binding on future
Legislatures.

Amount of Deposits

The proposed constitutional amendment would require that annual
deposits to the MPF amount to 10 percent of total petroleum
revenue, for the following reasons:

1. This appears to be enough to consider the possibility
of financing Susitna sometime in the future. Ex —
cluding interest, deposits of this magnitude should
create a fund of approximately $2.2 billion by FY91
(assuming 6 percent inflation, 50th percentile petro—
leum revenue forecasts from December, 1983). Assuming
that 9 percent interest is earned and redeposlted 1in
the MPF, and that no disbursements are made until
FY91, the fund could amount to approximately $3.0
billion at that time.

2. Ten percent of total petroleum revenue 1is a concept
that is easily grasped, approximates the proportion
that is currently dedicated to the Permanent*Fund, and
the amount should not seem overwhelming. For FY85,
this would require a deposit of approximately $300
million, which still allows an operating budget of
$2.1 billion, a regular capital budget of $700
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million, loan appropriations of $260 million, and
sufficient remaining funds for debt service and other
likely obligations.

Use cf MPF Interest

The proposed constitutional amendment requires that interest
earned on deposits automatically accrues to the MPF. The sanme
intent is written into the proposed bill creating a statutory
fund. However, 1interest on an FY85 deposit to the Power
Development Fund would accrue to the general fund in the absence

of a separate appropriation of such interest back into the Power
Development Fund.

Threshold Size of Eligible Projects

A minimum cost of $100 million per project is proposed in both
the constitutional and statutory versions. This is set to allow
a reasonable amount of flexibility for covering such projects as
Bradley Lake, the Knik Arm crossing, or extension of the Alaska
Railroad, without opening the fund to capital projects that can
be effectively addressed in the regular capital budget process.

Complete Financing Must Be In Place

Both the constitutional and statutory versions provide that
disbursements for a project cannot be made from the MPF until
financing for the complete project (or for a stand-alone phase
of a project) 1is in place. "Financing”™ includes both debt and
equity sources of funds.

Two-Thirds Majority Required

The constitutional version provides that appropriation bills to
spend from the MPF must have two-thirds majority vote in order

to pass the Legislature. The intention is to assure that
geographic equity concerns are properly addressed at the time
that disbursements are made. This provision 1is not mentioned 1in

the statutory fund language since it would be pointless to do so
(a simple majority could repeal the provision).

Self-Liquidating Feature

Both the constitutional and statutory versions provide that
appropriations from the Fund be recovered and returned to the
State during the operational life of the project. The intent is
to recover principal, without interest, from user fees.

Relation to Constitutional Appropriation Limit

For thf constitutional MPF, deposits would not require appro—
priations and would therefore not be subject to the
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but would be exempted from the limit by language proposed in the
constitutional amendment.

Governor

Appropriations to the Power Development Fund would be subject to

the limit. However, expenditures from the Fund require simply
that the Legislature approve the project, not that another
appropriation bill be passed. Therefore, expenditures from the

Power Development Fund are not subject to the limit.

Draft language to create a statutory MPF 1is analogous to the
Power Development Fund in this regard. Appropriations that are
subject to the limit would be required to make deposits to the
MPF. However, expenditures would simply require passage of
legislation approving a particular project, and would not

require an additional appropriation bill that would be subject
to the limit.

11
Attachments

cc: w/attachments

Norman Gorsuch, Attorney General, Department of Law

Peter McDowell, Director, Office of Management and Budget

Emil Notti, Commissioner, Department of Community and
Regional Affairs

John Shively, Chief of Staff, Office of the Governor
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BY THE RULES COMMITTEE E|
IN THE REQUEST OF THE GOVERNOR

JOINT RESOLUTION NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
".THIRTEENTH LEGISLATURE - SECOND SESSION
Proposing an amendment to the Cor.stiru
tier, of the State of Alaska creating
fund to finance the construction of cap
ital projects.
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. Article IX, Constitution of the State of Alaska is arer.ee
by adding a new section to read:

SECTION 17. MAJOR PROJECT FUND. (a) There is created in th
state treasury a major project fund. The purpose of the major projec
fund 1is to finance the construction of capital projects which exceec]
$100,000,000 in cost. The major project fund consists of

(@) an annual deposit of ten percent of state revenue
earned during the period beginning July 1, 1984, and ending June 30,
1990, from the following sources:
(A) corporate 1income tax on oil and gas producers:
(B) severance tax:
) oil and gas production property tax:
(D) mineral lease rentals:
(E) royalties:
(F) royalty sale proceeds: and
(G) federal mineral revenue sharing payments anc
bonuses:
(2) interest earned each fiscal year from investment of

money 1in the major project fund; and

3) revenue dedicated to the major project fund in accor-

03-038
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dance with this section.

(b) No mcr.ey shall be expended from the major project fund unj
less:
. (li; “the expenditure 1is in accordance with an appropriaticl
enacted by the affirmative vote of two-thirds of the membership cl
each house of the legislature;

(2) the appropriation, together with any other money cor.J
m.itted to finance the capital project, will provide for all costs c|
constructing the capital project; and

(3) the capital project will earn enough revenue during th]
life of the project to repay the money expended to finance the proj—
ect.

(c) The legislature shall dedicate by law sufficient revcnud
earned by a capital project financed by the major project fund so thatj

the amount expended from the fund to finance the project 1is repai

during the 1life of the project. Notwithstanding the dedication o:
revenue required by this section, the legislature may appropriate
revenue dedicated under this section to meet a state of cisasteil
declared by the governor as prescribed by law.

Sec. 2. Article IX, sec. 7, Constitution of the State of Alaska is]

amended to read:

*

03-038

SECTION 7. DEDICATED FUNDS. The proceeds of any state tax o:
licenseshall not be dedicated to any special purpose, except as prc-|
vided in sections [SECTION] 15 and 17 of this article or when required!
by the federal government for state participation in federal programs.
This provision shall not prohibit the continuance of any dedication!
for special purposes existing upon the date of ratification of this]|

section by the people of Alaska.

Sec. 3. Article IX, sec. 16, Constitution of the State of Alaska is
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amended to read:

*
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SECTION 16. APPROPRIATION LIMIT. Except for appropriations fc
Alaska permanent fund dividends, appropriations from the naior nro Zec
fund established bv section 17 of this article, appropriations of rev
enue bond proceeds, apprcpriations required to pay the principal anj
interest on general obligation bcr.c3, and appropriations of money rec«
ceived from an non-State source 1in trust for a specific purpose, ir.-l
eluding revenues of a public enterprise or public corporation of th>i
State that issues revenue bonds, appropriations from the treasury mac®
for a fiscal year shall not exceeu $2,500,000,000 by more than th<l
cumulative change, derived from "federal indices as prescribed by law!
in population and inflation sincn July 1, 1981. Within this limit, a:
least one-third shall be reserved for capital projects and loan"appro-
priations. The 1legislature may exceed this limit in bills for appro—
priations to the Alaska permanent fund and in bills for appropriation
for capital projects, whether of bond proceeds or otherwise, if eacl
bill 1is approved by the governor, or passed by affi"mative vote o:
three-fourths of the membership of the legislature ovor a veto or ite:
veto, or becomes Jlaw without signature, and 1is also approved by th:
voters as prescribed by law. Each bill for appropriations for capital
projects 1in excess of the limit shall be confined to capital project:
of the same type, and the voters shall, as provided by Jlaw. be 1in—
formed of the cost of operations and maintenance of the capital proj—
ects. No other appropriation in excess of this limit may be made ex-—
cept to meet a state of disaster declared by the governor as pre—
scribed by law. The governor shall cause any unexpended and unappro—
priated balance to be invested so as to yield competitive market rates

to the treasury.

Sec. 4. The amendments proposed by this resolution shall be placed
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state at the next general election
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BY THE RULES COMMITTEE E

IN THE REQUEST OF THE GOVERNOR

BILL NO.

IN THE LEGISLATURE OF THE STATE 0" ALASKA

“THIRTEENTH LEGISLATURE - SECOND SESSION

A EILL

For an Actentitled: "An Act creating a fund to finance theconstructic

of capital projects; and providing for an effectiv

date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*

Section 1. AS 37.__ is amended by adding a new section to read:
AS 37.__ . . MAJOR PROJECT FUND. There is created in the ger.
eral fund a major project fund. The purpose of the major project fun

is to finance the —construction of capital projects which excee
$100,000,000 1in cost. The major project fund consists of appropria
tions made by the legislature and 1interest earned each fiscal yea:1
from investment of money in the project fund. The commissioner c
revenue shall administer the fund. No money shall be expended frctj
the project fund unless:

1) the expenditure isauthorized by law;

(2) the money expended from the major project fund, tcgeth
er withany other money committed to finance the capital project, will
provide for all costs of constructing the capital project; and

3) the capital project will earn enough revenue during the
life of the project to repay the money expended to finance the proj

ect. The legislature may appropriate revenue earned by a project fi

” nanced by the major project fund to that fund.

*

03-038

Sec. 2. This Act takes effect July 1, 1984.
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EY THE RULES CUJIKITTZE 1
IN THE REQUEST OF THE GOVERNOR

BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
"THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act caking a special appropriation to the rcve
development fund for the construction of power prcj
ects; and providing for an effective date."”
BE IT ENACTED BY THE LL JLATURE OF THE STATE OF ALASKA:

* Section 1. Thp sun of $300,000,CCC is appropriated froc the j,er.eri
fund to the power development fund (AS 44.83.382) fcr the purpose of fi
nancing the construction of any power project under the jurisdiction of zr
Alaska Power Authority which is not under construction on the effect!-
date of this Act.

* Sec. 2. The appropriation cade by this Act is for a capital prcje.
and is subject to the provisions of AS 37.25.020.

* Sec. 3. This Act takes effect July 1, 1984.

03-038
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January 23, 1984

The Honorable Jalmar Kerttula
President of the Senate

Pouch V

Juneau, AK 99811

Dear Senator Kerttula:

Under the authority of art. I11l, sac. 18, of the Alaska
Constitution, 1 am transmitting a joint resolution which
proposes an amendment to the Alaska Constitution creating
a major projects fund.

As you know, the state treasury will continue to receive

substantial petroleum revenues for many years to come.

However, our best current estimates 1indicate that Ilarge
annual cash surpluses above operating budget requirements

will cease to be available by the early 1990°s. There 1is
still time to set aside enough for one or more major capi—
tal projects that can serve as foundations for Alaska“s

fu;ure economy, but the opportunity to do so will probably

be gone within the next sSix or seven years. Examples of
major projects are the Susitna hydroelectric project; road

and port infrastructure projects in rural Alaska for sup-—
port of mining, Ffishing, and other economic development
activities; the Knik Arm Crossing; tho Bradley Lake hydro—
electric project; Eklutna water supply; and renovation and

extension of the Alaska Railroad.

The major projects fund is needed to accumulate the rcve-

nue for these large projects. There are two reasons for
this. First, for many of these large projects and
especially for Susitna, there still s not enough clear
information to warrant unequivocal commitment. Actual

construction might not begin for a number of years because
of the length of time necessary for engineering, environ—
mental study, obtaining permits, and demonstration of eco—
nomic feasibility.



It is difficult through our conventional capital budgeting
procedures to secure large, direct appropriations for
projects that will not enter the construction phase for a
year or more, and to which the state is not yet willing to
specifically commit itself. However, if setting aside the
necessary money is delayed until construction is about to
begin, the <chances are that the revenue surpluses will
have diminished by then. The proper response is not to
rush into massive financial commitments before oil
production goes into decline, but to systematically set
aside the money needed to accomplish major projects, and
draw down on the principal only when satisfied that a
commitment is prudent.

The second reason that a continuation of conventional cap-—
ital budgeting practices 1is not likely to meet the needs

for major project funding 1is that the revenues available

for annual capital expenditure tend to be split into many
small pieces. IT all of these revenues are made subject
to an allocation system similar to that iIn recent years,

accumulation of enough money for any major project over
several years 1is unlikely.

The most plausible solution to these problems is the es—
tablishment of a major projects fund in which money can be
stored for major projects that are not yet specified.

I believe that the major projects fund should be created
through an amendment to the Alaska Constitution. A con—
stitutionally dedicated fund will be protected from future
uses that are not in keeping with the fund®s original in—
tent. Automatic deposits to the fund are mandated, as
is automatic retention of the fund®s interest earnings.

The key feature of this amendment 1is the dedication of 10
percent of the State"s total petroleum revenue to the
major projects fund. The stream of revenue to the fund
through this dedication should be sufficient to finance
the Jlargest of the projects we foresee at the present
time, Susitna River hydroelectric development.

Excluaing interest, deposits of this magnitude should cre—
ate a fund of approximately $2.2 billion by fiscal year
1991. Assuming that nine percent 1interest 1is earned and
redopositcd 1in the fund, and that no disbursements are
made until fiscal year 1991, the fund could have a
principal sum of as much as $3 billion by then.



Ten percent of total petroleum revenue approximates the
proportion that 1is currently dedicated to the permanent
fund. For fiscal year 1985, this would require a deposit
to the major projects fund of approximately $300 million,

which allows an operating budget of $2.1 billion, a regu—
lar capital budget of $700 million, 1loan appropriations of
$260 million, and enough remaining money for debt service
and other likely obligations.

There are several other significant .features of the
amendment.

(€D Deposits to the fund begin in fiscal year 1985
and continue through fiscal year 1990, in keeping
with current expectations of future revenue avail-—
ability.

2 Disbursements from the fund for a project cannot
be made until all sources of the money necessary to
complete the project (or a stand-alone phase of a
larger project) lias been 1identified and the money
committed.

(€)) A cost threshold af $100 million 1is set for
projects to qualify for financing from the fund.

This minimum allows reasonable flexibility for cover—
ing such projects as the Susitna and Bradley Lake

dams, the Knik Crossing, and extension of the Alaska
Railroad, without opening the fund to capital proj—
ects that can be effectively addressed in the regular
capital budget process.

(4) Appropriation bills to spend from the fund must
have a two-thirds majority vote in order to pass the
legislature. The purpose of this requirement is to
assure that projects have state-widesupport at the
time disbursements are made.

(5) Expenditures from the fund must be recovered and
returned to the fund over the operational life of the
project. The 1intent is to recover the principal of
the fund from fees generated by the project.

(6; Neither deposits to tho fund nor appropriations
from the fund would be subject to the appropriation
limit.



Among the alternatives available, [ believe that a
constitutional amendment is the most effective and direct
method of achieving the objectives of the major projects
fund. As you know, amendments to the Alaska Constitution
must be ratified by the voters at a general election. The
next general election will occur 1in November, 1934. [
believe that if ratification of the amendment 1is delayed
until November, 1986, it would come too late to capture

enough money to accomplish the 1intended purposes of the
fund.

I look forward to working with you and members of the leg—
islature on this important piece of legislation.

Sincerely

Bi
Governor
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