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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 H E  G O V E R N O R

J u n e a u

F e b r u a r y  13, 1984

Th e  H o n o r a b l e  J o e  H a y e s  
A l a s k a  H o u s e  of R e p r e s e n t a t i v e s  
P o u c h  V
J u n e a u ,  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  of 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 b i l l  r e l a t i n g  to toll 
b r i d g e s  a n d  h i g h w a y s .  T h i s  b i l l  a d d r e s s e s  b o t h  the a u­
th o r i t y  for c o n s t r u c t i o n  and m a i n t e n a n c e  o f  the f a c i l i t i e s  
a n d  t h e i r  f u n d i n g  t h r o u g h  r e v e n u e  b o n d i n g .  T h e  b i l l  g i v e s  
this a u t h o r i t y  to the D e p a r t m e n t  of T r a n s p o r t a t i o n  a n d  
P u b l i c  F a c i l i t i e s  and a v o i d s  u n n e c e s s a r y  d u p l i c a t i o n  of 
p e r s o n n e l  In the a d m i n i s t r a t i o n  o f  t o l l  f a c i l i t i e s .  The 
l a n g u a g e  in the b i l l  is b a s e d  o n  l a n g u a g e  in AS  3 7 . 1 5 . -  
410 —  3 7 . 1 5 . 5 5 0 ,  d e a l i n g  w i t h  i n t e r n a t i o n a l  a i r p o r t s  r e v­
en u e  bonds.

Th e  bi l l  p r o v i d e s  t h a t  the a c q u i s i t i o n ,  c o n s t r u c t i o n ,  or 
e q u i p p i n g  of toll f a c i l i t i e s  m a y  b e  a c c o m p l i s h e d  t h r o u g h  
the i s s u a n c e  of r e v e n u e  bonds. It c r e a t e s  s p e c i a l  f u n d s  
for the a c c o u n t i n g  a n d  m a n a g e m e n t  of p r o c e e d s  of the b o n d  
s a l e s  a n d  for the r e d e m p t i o n  or  r e f u n d i n g  o f  the bonds. 
It f u r t h e r  a l l o w s  the r e t e n t i o n ,  in the t o l l  f a c i l i t i e s  
r e v e n u e  fund c r e a t e d  in AS 3 7 . 1 5 . 6 3 0 ,  of m o n e y  g e n e r a t e d  
t h r o u g h  toll c o l l e c t i o n .  T h i s  m o n e y  w i l l  th e n  be u s e d  for 
p a y m e n t  of i n t e r e s t  on the b o n d s  a n d  r e d e m p t i o n  as the 
b o n d s  m a t u r e .

M o n e y  r e c e i v e d  f r o m  t o lls c o l l e c t e d  a n d  p l a c e d  in the r e v­
en u e  fund is a l s o  m a d e  a v a i l a b l e  for the p u r p o s e s  o f  p a y­
ing for n o r m a l  m a i n t e n a n c e  a n d  o p e r a t i o n  of t h e  toll 
f a c i l i t i e s ,  r e p l a c e m e n t  of the f a c i l i t i e s ,  a n d  o t h e r  c o s t s  
a s s o c i a t e d  w i t h  the o w n e r s h i p  of the f a c i l i t i e s .  T h e  m o n­
ey w o u l d  n o t  be a v a i l a b l e  for g e n e r a l  a p p r o p r i c t i o n  b y  the 
l e g i s l a t u r e  b u t  w o u l d  be p r o t e c t e d  for u s e  for t h o s e  p u r­
po s e s  s e t  at in AS  3 7 . 1 5 . 6 3 0 .  T h i s  d o e s  n o t  v i o l a t e  the 
" d e d i c a t e d  funds" p r o h i b i t i o n  c o n t a i n e d  in art. IX, sec. 
7, of the A l a s k a  C o n s t i t u t i o n  i n a s m u c h  as the f u n d s  a r e  
s e g r e g a t e d  for the p u r p o s e  of g u a r a n t e e i n g  p a y m e n t  of 
b o n d s  a n d  s e c u r i n g  the c o l l a t e r a l  for the bon d s .



T h i s  b i l l  p r o v i d e s  a n  o p p o r t u n i t y  to m e e t  c e r t a i n  n e e d s  or 
the s t a t e ' s  h i g h w a y  s y s t e m  in a n  e r a  w h e n  g e n e r a l  f u n d  
a p p r o p r i a t i o n s  m i g h t  n o t  b e  p o s s i b l e  for t h a t  i m p o r t a n t  
p u r p o s e .  I u r g e  y o u r  p r o m p t  c o n s i d e r a t i o n  a n d  a c t i o n  on 

this m e a s u r e .

S i n c e r e l y ,

B i l l  S h e f f  
G o v e r n o r
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STATE OF ALASKA 1984 LEGISLATIVE SESSION 

FISCAL NOTE

Revision Date:

REQUEST
Bill/Resolution No.:________■ -

Title: DQT^RF-IolT-EAf.i.UU^—
________ Financing Bill_____________
Sponsor: Office of the Gnvprnnr 
Requestor:

FISCAL DETAIL 
Agency Affected: DOT&PF

Date of Request:

Program Category Affected: Transportation

BRU, Program or S u b p r o g r a m s ) Affected: 

Ma.jor Pro.iects Management.______________

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

OPERATING

100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL

<♦00 SUPPLIES

500 EQUIPMENT

500 LAND & STRUCTURES

700 GRANTS, CLAIMS

800 MISCELLANEOUS

TOTAL OPERATING 0 ( 1 ) *

CAPITAL 0 ( 2 ) »  1 |

REVENUE i n

FUNDING: (Thousands of Dollars)

CENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

0 (4)*

POSITIONS:
FULL-TIME

PART-TIME

TEMPORARY

0 (5)*

*See attached notes
SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Costs of issuing revenue bonds will be recovered in*the bond sale and

liquidated from project revenues. There is, therefore, no fiscal impact

from the bill. Fiscal impacts from specific projects will be considered
if and when legislation is introduced to contribute capital or operating
funds to the projects. r
ANALYSIS: Attacli a separate page for analysis

Prepared By: John B. O l s o n ___________
Division: Major Projects Management

Phone: ?6fi_i/t47 
Date: 7/3/84

Approved by Commissioner: 

Agency:______ DOT&Pr_______
Date:.,,,2/3/84

Distribution (by Agency preparing fiscal note): 

Legislative Finance 
Legislitive Sponsor 
Requestor

Office of Management and Budget 
Impacted Agency(ies) 12/1/83



F IS C A L  NOTE BACKUP

T O L L  F A C I L I T I E S  F I N A N C I N G

(1) T h e  bill wi l l  a l l o w  D O T & P F  to sell r e v e n u e  b o nds to f i n a n c e  
to l l  p r o d u c i n g  t r a n s p o r t a t i o n  f a c i l i t i e s .  C o s t s  a s s o c i a t e d  
w i t h  the bond i s s u e s  w i l l  be r e c o v e r e d  w i t h  the issue and 
p a i d  f r o m  r e v e n u e s .  O p e r a t i n g  and o t h e r  c o s t s  w i l l  a l s o
be p a i d  fr o m  toll r e v e n u e s .  As a resu l t ,  no net o p e r a t i n a  
c o s t s  w i l l  a c c r u e  f r o m  the bill. A n y  l e g i s l a t e d  c o n t r i b u t i o n s  
to o p e r a t i n a  c o s t s  for s p e c i f i c  f a c i l i t i e s ,  s h o u l d  such 
c o n t r i b u t i o n s  be r e q u i r e d ,  w o u l d  be the s u b j e c t  of s e p a r a t e  
l e g i s l a t i o n  and the f i s c a l  i m p a c t  w o u l d  be c o n s i d e r e d  w i t h  
such l e g i s l a t i o n .

(2) T h e  b i l l  s e e k s  to c o n s t r u c t  c a o i t a l  f a c i l i t i e s  t h r o u g h  the 
sa l e  of r e v e n u e  bonds. A n y  l e g i s l a t e d  c o n t r i b u t i o n s  to 
c a p i t a l ,  if r e q u i r e d ,  w o u l d  be the s u b i e c t  of s e p a r a t e  
l e g i s l a t i o n  and the f i s c a l  i m p a c t  w o u l d  be c o n s i d e r e d  w i t h  
such l e a i s l a t i o n .

(3) F a c i l i t i e s  c o n s t r u c t e d  u n d e r  the bill w i l 1 be r e v e n u e  
p r o d u c i n g .  T h e  r e v e n u e s  w i l l  c o n t r i b u t e  to c a p i t a l  and 
o p e r a t i n a  c o s t s  as e x p l a i n e d  in n o t e s  (1) and (2) above.

(4) F e d e r a l  Fund e l i g i b i l i t y  wi l l  be d e t e r m i n e d  on a p r o j e c t  
bv p r o j e c t  basis.

(5) E m p l o y e e  costs and p o s i t i o n s  a r i s i n g  fr o m  f a c i l i t y  o p e r a t i o n  
w i l l  be paid f r o m  p r o j e c t  r e v e n u e s .
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F I S C A L  N O T E

R e v i s i o n  D a t e

R E Q U E S T
B i l l / R e s o l u t i o n  N o :  HB 6 6 1
T i t l e :  D O T & P F  T o l l  F a c i l i t i e s

F I S C A L  D E T A I L
A g e n c y  A f f e c t e d :  S t a t e  P o n d  C o m m i t t e e
P r o g r a m  C a t e g o r y  A f f e c t e d : _______________

F i n a n c i n g  B i l l
S p o n s o r : G o v e r n o r B R U ,  P r o g r a m  o f  S u b p r o g r a m ! s )  A f f e c t e d :
R e q u e s t o r :  H o u s e  T r a n s p o r t a t i o n
D a t e  o f  R e q u e s t : ____________________

E X P E N D I T U R E S / R E V E N U E S :  ( T h o u s a n d s  o f  D o l l a r s )
1 I F Y  8 4 I F Y  8 5 I F Y  86 1 F Y  8 7 I F Y  88 1 F Y  89
1 O P E R A T I N G 1 ! 1 1 1 1
1 100 P E R S O N A L  S E R V I C E S 1 1 1 1 | 1
I 200 T R A V E L 1 1 1 1 | 1
I 3 0 0 C O N T R A C T U A L 1 1 1 1 | 1
I 4 0 0 S U P P L I E S 1 1 1 1 | 1
I 5 0 0 E Q U I P M E N T 1 1 1 1 | 1
I 6 0 0 L A N D S  & S T R U C T U R E S 1 1 1 1 | 1
I 7 0 0 G R A N T S ,  C L A L M S 1 1 1 1 | 1
1 8 00 M I S C E L L A N E O U S 1 1 6 3 0 0 0 . 0 1 6 3 0 0 0 . 0 1 6 3 0 0 0 . 0 1 6 3 0 0 0 . 0 1 6 3 0 0 0 . 0
1 T O T A L  O P E R A T I N G 1 1 1 1 | 1

I C A P I T A L  I 1 1 1 1 1

I R E V E N U E  1 1 1 1 1 _1 1

F U N D I N G :  ( T h o u s a n d s  o f  D o l l a r s )
I G E N E R A L  FUND  I 
I F E D E R A L  FUNDS  1 
I O T H E R  1 
I T O T A L  ' 1

1
1
1 6 3 0 0 0 . 0
1

1
1
1 6 3 0 0 0 . 0
1

1
1
I 6 3 0 0 U . 0 
1

1
1
16 3 0 0 0 . 0  

1 - /

1
1
1 6 3 0 0 0 . 0
1

P O S I T I O N S :
I F U L L - T I M E  I 
I P A R T - T I M E  I 
I T E M P O R A R Y  I

1
1
1

1
1
1

1
1
1

1
1
1

1
! • 
i

S O U R C E  OF  FU ND S  T O  O F F S E T  F I S C A L  I M P A C T OF B I L L :

A N A L Y S I S : A t l a c u  c  ° f > n a r a t e  p a g e  f o r  a n a l y s i s .

P r e p a r e d  B y :  M i l t  B a r k e r  r ' / * - ' ___________________________ P h o n e :  4 6 5 - 2 3 5 0
D i v i s i o n :  T r e a s u r y _____________   /  y _____  D a t e :  2 - 2 3 - 8 4

A p p r o v e d  b y  C o m m i s s i o n e r :    D a t e :  ' ‘ X
A g e n c y : ______________________(jjf

D i s t r i b u t i o n  ( b y  A g e n c y  p r e p a r i n g  f i s c a l  n o t e ) :
L e g i s l a t i v e  F i n a n c e  
L e g i s l a t i v e  S p o n s o r  
R e q u e s t o r
O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  
I m p a c t e d  A g e n c y ( i e s )



HB 661 
Fiscal Note Analysis

$63,000,000 is the estimated annual debt service on the $500,000,000 revenue 
bonds authorized in HB 661. This debt service estimate assumes 20 year bonds 
at 11% interest to be conservative. Bonds may have longer maturities and 
higher or lower interest rates.

The source of funds for debt service would ordinarily be the toll facilities 
revenue fund. However until the first project is operating, there will be no 
revenues. Therefore, for FY 85 at least, the fund source would be the toll 
facilities construction fund.



( o p e r a t i o n /
e x p e n s e s )

S t a t e  B o n d  
C o m m i t t e e  
( m e m b e r s /  
m e e t i n g s /  
d u t i e s / s t a f f )

t i o n s  f o r  o p e r a t i n g  e x p e n s e s  o f  t h e  l e g i s l a t u r e ,  a n d  w o u l d  
a l l o w  t h e  E x e c u t i v e  D i r e c t o r  o f  t h e  L e g i s l a t i v e  A f f a i r s  A g e n c y  
t o  p a y  t h o s e  e x p e n s e s  t h r o u g h  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  b y  
r e q u i s i t i o n .  F u n d s  w o u l d  h a v e  t o  b e  d i s b u r s e d  o n  p r o p e r l y  d r a w n  
v o u c h e r s  s i g n e d  b y  a  c e r ' . i f y i n g  o f f i c e r  o f  t h e  l e g i s l a t u r e  
a p p o i n t e d  b y  t h e  E x e c u t i v e  D i r e c t o r .  D u p l i c a t e  c o p i e s  o f  e a c h  
v o u c h e r  w o u l d  h a v e  t o  b e  s e n t  t o  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  
w i t h i n  1 5  d a y s  a f t e r  t h e  e n d  o f  e a c h  c a l e n d a r  m o n t h .

R e d e f i n e s  " s t a t e  a g e n c y " ,  " a g e n c y " ,  " d e p a r t m e n t "  o r  s i m i l a r  t e r m s  
u n d e r  t h e  F i s c a l  P r o c e d u r e s  A c t  b y  s t a t i n g  t h a t  t h e  t e r m  d o e s  n o t  
i n c l u d e  t h e  l e g i s l a t u r e .

P r o v i d e s  A c t  t a k e s  e f f e c t  J u l y  1 ,  1 9 8 4 .

R O U S E  B I L L  NO .  6 0 9 . b y  R e p s .  U e h l i n g ,  H a y e s ,  A d a m s ,  A b o o d ,  
B e t t i s w o r t h ,  F u l l e r ,  G o l l ,  L i n d a u e r ,  R i n g s t a d  a n d  S h u l t z .
U n d e r  t h i s  b i l l  t h e  S t a t e  B o n d  C o m m i t t e e  w o u l d  f u n c t i o n  w i t h i n  
t h e  D e p a r t m e n t  o f  R e v e n u e  ( c u r r e n t l y  f u n c t i o n s  i n d e p e n d e n t l y ) ,  
a n d  a d d s  t o  i t s  m e m b e r s h i p  t h e  C o m m i s s i o n e r  o f  C o m m u n i t y  a n d  

R e g i o n a l  A f f a i r s  a n d  a  m e m b e r  o f  t h e  b o a r d  o f  d i r e c t o r s  o f  a  p u b l i c  
c o r p o r a t i o n  w h i c h  i s  a n  i n s t r u m e n t a l i t y  o f  t h e  s t a t e  a u t h o r i z e d  t o  
i s s u e  b o n d s .  T h e  b o a r d  m e m b e r  w o u l d  b e  a p p o i n t e d  b y  a n d  s e r v e  a t  
t h e  p l e a s u r e  o f  t h e  G o v e r n o r .  T h e  C o m m i s s i o n e r  o f  R e v e n u e  w o u l d  
b e c o m e  t h e  c h a i r m a n  o f  t h e  S t a t e  B o n d  C o m m i t t e e  ( c u r r e n t l y  t h e  
C o m m i s s i o n e r  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  i s  t h e  c h a i r ) .

W o u l d  a l l o w  t h e  c o m m i t t e e  t o  m e e t  a n d  t r a n s a c t  b u s i n e s s  b y  
e l e c t r o n i c  m e d i a  i f  p r o p e r  n o t i c e  i s  g i v e n - s t a t e s  t h a t  2 4  h o u r s  o r  
m o r e  i s  a d e q u a t e  f o r  a  m e e t i n g  o f  t h e  c o m m i t t e e  a t  w h i c h  t h e  
i s s u a n c e  o f  b o n d s  i s  a u t h o r i z e d ) ,  p a r t i c i p a n t s  a n d  m e m b e r s  o f  t h e
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p u b l i c  c a n  h e a r  a n d  h a v e  t h e  s a m e  r i g h t s  t o  p a r t i c i p a t e  a s  i f  t h e  
m e e t i n g s  w e r e  c o n d u c t e d  i n  p e r s o n ,  a n d  i f  c o p i e s  o f  p e r t i n e n t  
i n f o r m a t i o n  i s  a v a i l a b l e .

W o u l d  r e q u i r e  t h e  c o m m i t t e e  t o  p r e p a r e  a n d  s u b m i t  an a n n u a l  r e p o r t  
t o  t h e  g o v e r n o r  a n d  l e g i s l a t u r e  b e f o r e  J a n u a r y  3 1  o f  e a c h  y e a r .
" .  . . T h e  r e p o r t  m u s t  s h o w  ( 1 )  a l l  o u t s t a n d i n g  d e b t  o f  d e b t  i s s u i n g
e n t i t i e s  o f  t h e  s t a t e ;  ( 2 )  t h e  a n t i c i p a t e d  i m p a c t  o n  t h e  f i n a n c e s
a n d  c r e d i t  o f  t h e  s t a t e ,  i n c l u d i n g  t h e  e f f e c t  o n  l o n g - t e r m  c a p a c i t y  
a n d  c r e d i t w o r t h i n e s s  r e s u l t i n g  f r o m  t h a t  d e b t ;  ( 3 )  w h i c h  l o n g - t e r m  
d e b t  i s  t a x  s u p p o r t e d  a D d  w h i c h  i s  s u p p o r t e d  o n l y  b y  r e v e n u e s  
a t t r i b u t a b l e  t o  t h e  p r o j e c t  b e i n g  f i n a n c e d  b y  t h e  d e b t ;  ( 4 )  a l l  
l o n g - t e r m  l e a s e  o b l i g a t i o n s  o f  t h e  s t a t e ;  ( 5 )  t h e  v o l u m e  o f  
s h o r t - t e r m  d e b t  i s s u e d  a n d  r e t i r e d  d u r i n g  t h e  y e a r  b y  d e b t  i s s u i n g
e n t i t i e s  o f  t h e  s t a t e ;  a n d  ( f >) s p e c i f i c  i d e n t i f i c a t i o n  o f  e a c h
i s s u e  f o r  w h i c h  t h e  s t a t e  h a s  p l e d g e d  s o m e  f o r m  o f  i n d i r e c t  s u p p o r t  
f o r  t h e  d e b t  i n c l u d i n g  a n y  m o r a l  o b l i g a t i o n  o f  t h e  s t a t e  t o  s u p p o r t  
t h e  d e b t .  . . . "

A l s o  r e q u i r e s  t h e  c o m m i t t e e  t o :

— r e q u i r e  t h a t  t r u e  i n t e r e s t  c o s t s  b e  t h e  b a s i s  f o r  d e t e r m i n i n g  t h e  
l o w e s t  b i d  o n  d e b t  i s s u e d  b y  d e b t  i s s u i n g  e n t i t i e s  o f  t h e  s t a t e ;

— d e v e l o p  w r i t t e n  i n f o r m a t i o n a l  g u i d e l i n e s  c o n c e r n i n g  m a n a g e m e n t  o f  
a l l  d e b t  b y  e a c h  d e b t  i s s u i n g  e n t i t y  o f  t h e  s t a t e ,  i n c l u d i n g  
r e c o m m e n d e d  l e v e l  o f  d e b t ,  s t r u c t u r i n g  o f  d e b t  o f f e r i n g s ,  a n d  
r e p a y m e n t  s c h e d u l e ;

— r e q u i r e  t h a t  a  p e r s o n  w n o  p r o v i d e s  f i n a n c i a l  p r o g r a m m i n g  o r  
m a r k e t i n g  a s s i s t a n c e  i n  c o n n e c t i o n  w i t h  t h e  i s s u a n c e  o f  d e b t  o f  
d e b t  i s s u i n g  e n t i t i e s  o f  t h e  s t a t e  s h a l l  b e  c o m p e n s a t e d  f o r  
s e r v i c e s  o n  a  d e t e r m i n e d  f e e  b a s i s  t h a t  may  n o t  b e  b a s e d  o n  t h e  
a m o u n t  o f  t h e  d e b t  i s s u e d ;

— r e q u i r e  t h e  d e b t  i s s u i n g  e n t i t i e s  o f  t h e  s t a t e  t o  p r e p a r e  a nd  
s u b m i t  t o  t h e  c o m m i t t e e  b y  J a n u a r y  1 5  o f  e a c h  y e a r  a  c a l e n d a r  o f  
a l l  d e b t  p r o p o s e d  t o  b e  i s s u e d  s h o w i n g  t h e  a m o u n t  a n d  t y p e  o f  t h e  
d e b t  a n d  t h e  m o n t h  i n  w h i c h  i s s u a n c e  i s  p r o p o s e d .

W o u l d  a l l o w  t h e  S t a t e  B o n d  C o m m i t t e e  t o  a p p o i n t  an  e x e c u t i v e  
d i r e c t o r  w h o  m a y ,  w i t h  a p p r o v a l  o f  t h e  C o m m i t t e e ,  s e l e c t  a n d  e m p l o y  
a d d i t i o n a l  s t a f f  a s  n e c e s s a r y .  E m p l o y e e s  o f  t h e  C o m m i t t e e  w o u l d  b e  
i n  t h e  p a r t i a l l y  e x e m p t  s e r v i c e  u n d e r  t h e  S t a t e  P e r s o n n e l  A c t .

P r o v i d e s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y .

HOUSE  B I L L  NO .  6 1 0 . b y  R e p .  F u r n n c e .  W o u l d  e o t a b l i s h  t h e  
B o a r d  o f  B u i l d e r s  u n d e r  A S  0 8 . 1 8  ( C o n s t r u c t i o n  C o n t r a c t o r s ) .
T h e  B o a r d  w o u l d  b e  r e s p o n s i b l e  f o r  r e q u e s t i n g  t h e  D e p a r t m e n t  o f  
C o m m e r c e  & E c o n o m i c  D e v e l o p m e n t  t o  i n v e s t i g a t e  t h e  p r a c t i c e s  o f  
a  c o n t r a c t o r  o r  a  p e r s o n  w h o  a p p e a r s  t o  b e  e n g a g e d  i n  c o n t r a c t i n g .  
T h e  B o a r d  w o u l d  b e  r e s p o n s i b l e  f o r  h o l d i n g  d i s c i p l i n a r y  h e a r i n g s ,  
a n d  i f  i t  f i n d s  t h a t  a  p e r s o n  h a s  v i o l a t e d  s t a t e  l a w  o r  r e g u l a t i o n ,
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S U B J E C T :  L e g i s l a t o r s  s e r v i n g  o n  t h e  A l a s k a  T o l l  B r i d g e
a n d  C a u s e w a y  A u t h o r i t y

TO: R e p r e s e n t a t i v e  B e t t e  C a t o
C h a i r m a n ,  H o u s e  T r a n s p o r t a t i o n  C o m m i t t e e

FRt'M: B i l l y  G. B e r r i e r
D i r e c t o r  
D i v i s i o n  of  L e g a l  S e r v i c e s

Y o u  h a v e  a s k e d  wh ^ther l e g i s l a t o r s  are c o n s t i t u t i o n a l l y  p r o­
h i b i t e d  f r o m  s e r v i n g  on  the A l a s k a  T o l l  B r i d g e  a n d  C a u s e w a y  
A u t h o r i t y  u n d e r  HB  291. In my  o p i n i o n  t h e y  w o u l d  b e  p r o­
h i b i t e d  f r o m  so  serving.

T w o  q u e s t i o n s  a r i s e  r e l a t i n g  to t h e  c o n s t i t u t i o n a l i t y  of 
t h a t  p r o v i s i o n .  T h e  f i r s t  is w h e t h e r  t h e  p o s i t i o n  is an 
o f f i c e  o r  p o s i t i o n  of p r o f i t  w h i c h  a l e g i s l a t o r  is p r o­
h i b i t e d  f r o m  h o l d i n g  u n d e r  s e c t i o n  5 of A r t i c l e  II of  the 
C o n s t i t u t i o n  of  the S t a t e  of A l a s k a .  T h e  s e c o n d  is w h e t h e r  
the A u t h o r i t y  e x e r c i s e s  f u n c t i o n s  w h i c h  a r e  o f  s u c h  an 
e x e c u t i v e  n a t u r e  th a t  a p p o i n t m e n t  w o u l d  c o n s t i t u t e  a 
v i o l a t i o n  of  the c o n s t i t u t i o n a l  d o c t r i n e  o f  s e p a r a t i o n  of 
powers.

S e c t i o n  5 of  A r t i c l e  II reads:

S e c t i o n  5. No  l e g i s l a t o r  m a y  h o l d  a n y  o t h e r  o f f i c e  o r  
p o s i t i o n  of  p r o f i t  u n d e r  t h e  U n i t e d  S t a t e s  o r  t h e  
State. Dur jg the t e r m  for w h i c h  e l e c t e d  a n d  f o r  one 
y e a r  t h e r e a f t e r ,  n o  l e g i s l a t o r  m a y  b e  n o m i n a t e d ,  
e l e c t e d ,  or  a p p o i n t e d  to a n y  o t h e r  o f f i c e  o r  p o s i t i o n  
of p r o f i t  w h i c h  has b e e n  c r e a t e d ,  o r  t h e  s a l a r y  o r  
e m o l u m e n t s  of w h i c h  h a v e  b e e n  i n c r e a s e d ,  w h i l e  h e  w a s  a 
m e m b e r .  T h i s  s e c t i o n  s h a l l  n o t  p r e v e n t  a n y  p e r s o n  f r o m  
s e e k i n g  o r  h o l d i n g  t h e  o f f i c e  of  g o v e r n o r ,  s e c r e t a r y  of 
state, o r  m e m b e r  o f  C o n g r e s s .  T h i s  s e c t i o n  s h a l l  n o t  
a p p l y  to e m p l o y m e n t  b y  or  e l e c t i o n  t o  a c o n s t i t u t i o n a l  
c o n v e n t i o n .



T h i s  p r o v i s i o n  h a s  b e e n  c o n s i d e r e d  b y  o u r  S u p r e m e  C o u r t  in 
B e g i c h  v. J e f f e r s o n , 441 P . 2d 27 (Alaska 1968) w h e r e  the 
i s s u e  w a s  w h e t h e r  l e g i s l a t o r s  w e r e  p r o h i b i t e d  f r o m  h o l d i n g  
p o s i t i o n s  as s c h o o l  t e a c h e r s  u n d e r  t h e  S t a t e  of A l a s k a  w h i l e  
s e r v i n g  as l e g i s l a t o r s ,  a n d  W a r w i c k  v. S t a t e  ex r e l  C h a n c e , 
548 P . 2d 384 (Alaska 1976) c o n c e r n i n g  t h e  a p p o i n t m e n t  as 
C o m m i s s i o n e r  o f  A d m i n i s t r a t i o n  w h e n  less t h a n  o n e  y e a r  f r o m  
t h e  e n d  of  h i s  t e r m  h a d  e l a p s e d .

Th e  p i r p o s e  of  t h e  p r o h i b i t i o n  w a s  s t a t e d  in W a r w i c k  to be:

T h e  t e r m s  o f  art. II, sec. 5 o f  the A l a s k a  C o n s t i t u t i o n  
a r e  c l e a r  a n d  u n a m b i g u o u s .  T h e  p u r p o s e  s o u g h t  to be 
a c c o m p l i s h e d  b y  t h a t  s e c t i o n  is n o t  m e r e l y  to p r e v e n t  
an i n d i v i d u a l  l e g i s l a t o r  f r o m  p r o f i t i n g  by  a n  a c t i o n  
t a k e n  b y  h i m  w i t h  b a d  m o t i v e s ,  b u t  to p r e v e n t  all 
l e g i s l a t o r s  f r o m  b e i n g  i n f l u e n c e d  b y  e i t h e r  c o n s c i o u s  
or u n c o n s c i o u s  s e l f i s h  m o t i v e s .

S e c t i o n  6 of A r t i c l e  III o f  t h e  C o n s t i t u t i o n  p r o v i d e s :

S e c t i o n  6. T h e  g o v e r n o r  s h a l l  n o t  h o l d  a n y  o t h e r  
o f f i c e  or  p o s i t i o n  of p r o f i t  u n d e r  t h e  U n i t e d  S t a tes, 
the State, o r  its p o l i t i c a l  s u b d i v i s i o n s .

T h e  C o u r t  in B e g i c h  e x a m i n e d  the i n t e n d e d  m e a n i n g  o f  the 
t e r m  " p o s i t i o n  o f  p r o f i t "  in c o n t e x t  o f  s i m i l a r  p r o h i b i t i o n s  
on t h e  g o v e r n o r  a n d  t h e  j u d i c i a r y  saying:

"We h a v e  c o n c l u d e d  t h a t  the t r i a l  c o u r t  c o r r e c t l y  
d e t e r m i n e d  t h a t  t h e  p r o v i s i o n s  o f  a r t i c l e  II, s e c t i o n  5 
of the A l a s k a  c o n s t i t u t i o n  a r e  u n a m b i g u o u s .  U p o n  a 
r e a d i n g  o f  the c o n s t i t u t i o n  as a w h o l e ,  w e  d e e m  it of 
p a r a m o u n t  s i g n i f i c a n c e  t h a t  t h e  p h r a s e  ' p o s i t i o n  of 
p r o f i t , '  in a d d i t i o n  t o  r e s t r i c t i n g  m e m b e r s  of the 
l e g i s l a t u r e ,  h a s  a l s o  b e e n  e m p l o y e d  as a r e s t r i c t i o n  
u p o n  m e m b e r s  o f  t h e  j u d i c i a l  c o u n c i l ,  j u s t i c e s  of  t h i s  
c ourt, s u p e r i o r  c o u r t  j u d ges, a n d  t h e  c h i e f  e x e c u t i v e  
o f f i c e r  o f  t h e  S t a t e  o f  A l a s k a .  U s e  o f  the t e r m  
' p o s i t i o n  o f  p r o f i t 1 in t h e s e  a r t i c l e s  o f  A l a s k a ' s  
c o n s t i t u t i o n  i l l u m i n a t e s  the r e a c h  t h e  f r a m e r s  of o u r  
c o n s t i t u t i o n  i n t e n d e d  to i m p a r t  to t h i s  t e r m  in 
a r t i c l e  II, s e c t i o n  5. T h i s  u s a g e ,  c o n s i d e r e d  w i t h  the 
f a c t  t h a t  the c o n s t i t u t i o n  i t s e l f  p r o v i d e s  o n l y  two 
e x c e p t i o n s  t o  t h e  s c o p e  of ' p o s i t i o n  o f  pro f i t , '  
namely, A r t i c l e  II, s e c t i o n  ’■(s p r o v i s o  t h a t  the 
s e c t i o n  i t s e l f  b e  i n a p p l i c a b l e  'to e m p l o y m e n t  or



e l e c t i o n  t o  a c o n s t i t u t i o n a l  c o n v e n t i o n / 1 a n d  
a r t i c l e  XII, s e c t i o n  3's p r o v i s i o n  t h a t  ' s e r v i c e  in t h e  
a r m e d  f o r c e s  o f  t h e  U n i t e d  S t a t e s  o r  o f  t h e  S t a t e  is 
n o t  an o f f i c e  o r  p o s i t i o n  of p r o f i t  as t h e  t e r m  is u s e d  
in t h i s  c o n s t i t u t i o n , 1 i n d i c a t e s  to u s  t h a t  the f r a m e r s  
i n t e n d e d  to p r o h i b i t  m e m b e r s  of  t h e  l e g i s l a t u r e ,  
j u d i c i a r y ,  j u d i c i a l  c o u n c i l ,  a n d  the s t a t e ' s  c h i e f  
e x e c u t i v e  o f f i c e r  f r o m  h o l d i n g  a n y  o t h e r  s a l a r i e d  
n o n - t e m p o r a r y  e m p l o y m e n t  u n d e r  t h e  U n i t e d  S t a t e s  or  t h e  
S t a t e  of  A l a s k a .

* * *

"Our s t u d y  h a s  c o n v i n c e d  u s  t h a t  the f r a m e r ' s  c h o i c e  of 
' p o s i t i o n  of  p r o f i t '  in t h e  v a r i o u s  s e c t i o n s  o f  the 
c o n s t i t u t i o n  to w h i c h  w e  h a v e  r e f e r r e d  r e f l e c t s  t h e i r  
i n t e n t  to a d o p t  a t e r m  w h i c h  w a s  b r o a d  in scope. T h i s  
s a m e  a n a l y s i s  r e s u l t s  in the c o n c l u s i o n  t h a t  the p h r a s e  
' p o s i t i o n  o f  p r o f i t '  w a s  i n t e n d e d  t o  b a r  m e m b e r s  o f  t h e  
l e g i s l a t u r e ,  j u s t i c e s  of t h i s  co u r t ,  s u p e r i o r  c o u r t  
j u d g e s ,  m e m b e r s  of  the j u d i c i a l  c o u n c i l ,  a n d  the 
g o v e r n o r  of t h e  S t a t e  o f  A l a s k a  f r o m  c o n c u r r e n t l y  
h o l d i n g  a n y  o t h e r  s a l a r i e d ,  n o n - t e m p o r a r y  e m p l o y m e n t  
u n d e r  t h e  S t a t e  of  A l a s k a . "

In m y  o p i n i o n  m e m b e r s h i p  on the a u t h o r i t y  by  l e g i s l a t o r s  o r  
t h e  g o v e r n o r  c o n s t i t u t e s  d u a l  o f f i c e  h o l d i n g  p r o h i b i t e d  by 
t h e  c o n s t i t u t i o n .

A l t h o u g h  the d o c t r i n e  of  s e p a r a t i o n  o f  p o w e r s  d o e s  n o t  
e x p l i c i t l y  a p p e a r  in o u r  c o n s t i t u t i o n ,  o u r  C o u r t  h a s  c o n s i s­
t e n t l y  h e l d  the d o c t r i n e  as a p p l i c a b l e  in A l a s k a  (e.g., 
P u b l i c  D e f e n d e r  A g e n c y  v. Super. Ct. 3rd Jud. D i s t . ,
534 P . 2d 947 (Alaska 1975); a n d  B r a d n e r  v. H a m m o n d ,  553 P . 2d 
1 (Alaska 1976).

T h e r e  is a s u b s t a n t i a l  b o d y  of c a s e  l a w  h o l d i n g  t h a t  l e g i s­
la t o r s  m a y  n o t  s e r v e  o n  b o d i e s  p e r f o r m i n g  e x e c u t i v e  
f u n c t i o n s  b e c a u s e  o f  the d o c t r i n e  of  s e p a r a t i o n  of  p o w e r s .  
O u r  C o u r t  h a s  h e l d  t h a t  a p p o i n t m e n t  of  e x e c u t i v e  o f f i c e r s  is 
an e x e c u t i v e  f u n c t i o n  s a y i n g  in B r a d n e r  v. H a m m o n d , 553 P . 2d 
1 (Alaska 1976):

A p p e l l e e  (Hammond] c o n t e n d s  t h a t  the a p p o i n t m e n t  of 
e x e c u t i v e  o f f i c e r s  is an e x e c u t i v e  f u n c t i o n .  W e  fi n d  
a p p e l l e e ' s  c o n t e n t i o n  m o s t  p e r s u a s i v e .  In a d d i t i o n  to 
v e s t i n g  the e x e c u t i v e  p o w e r  o f  the s t a t e  in the
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g o v e r n o r ,  S e c t i o n  16 o f  A r t i c l e  III p r o v i d e s  t h a t  
" [ t ] h e  g o v e r n o r  s h a l l  b e  r e s p o n s i b l e  for t h e  f a i t h f u l  
e x e c u t i o n  of t h e  l a w s . "  In v i e w  o f  the 
r e s p o n s i b i l i t i e s  i m p o s e d  b y  S e c t i o n  16, a n d  the 
a u t h o r i t y  g r a n t e d  b y  S e c t i o n  1, the g o v e r n o r  is 
n e c e s s a r i l y  c l o t h e d  w i t h  t h e  p o w e r  to  a p p o i n t  
s u b o r d i n a t e  e x e c u t i v e  o f f i c e r s  to a i d  h i m  in c a r r y i n g  
o u t  the laws of  A l a s k a .  T h u s  we  c o n c l u d e  t h a t  the 
a p p o i n t m e n t  o f  e x e c u t i v e  o f f i c e r s  is an e x e c u t i v e  
f u n c t i o n ;  for w i t h o u t  s u c h  a po w e r ,  t h e  r e s p o n s i b i l i t y  
for e x e c u t i n g  e x e c u t i v e  d u t i e s  w o u l d  b e  d i f f u s e d  a n d  
th e  g o a l  of  s e p a r a t i o n  o f  b r a n c h e s  o f  g o v e r n m e n t ,  
a v o i d i n g  t o o  g r e a t  a c o n c e n t r a t i o n  o f  p o w e r  in one 
b r a n c h ,  w o u l d  be  d e f e a t e d .

T h e  U n i t e d  S t a t e s  S u p r e m e  C o u r t  d e a l t  w i t h  the s e p a r a t i o n  of 
p o w e r s  q u e s t i o n  in B u c k l e y  v. V a l e o , 424 U.S. 1 (197S) w h i c h  
c o n c e r n e d  the r e g u l a t i o n s  a n d  t h e  c o n s t i t u t i o n a l  s t a t u s  of 
the F e d e r a l  E l e c t i o n  C a m p a i g n  A c t ' s  r e g u l a t i o n  of f e d e r a l  
e l e c t i o n  c a m p a i g n s .  A m o n g  the q u e s t i o n s  c o n s i d e r e d  w a s  the 
c o n s t i t u t i o n a l i t y  of t h e  a p p o i n t m e n t  of  the m e m b e r s  of  the 
F e d e r a l  E l e c t i o n  C o m m i s s i o n .  T h e  c o m m i t t e e  c o n s i s t e d  of  six 
m e m b e r s ,  f o u r  of w h o m  w e r e  a p p o i n t e d  by  C o n g r e s s .

T h e  C o u r t  e x a m i n e d  the p o w e r s  o f  the c o m m i s s i o n  a n d  f o u n d  
the c o m m i s s i o n ,  in a d d i t i o n  to r e c o r d  k e e p i n g ,  d i s c l o s u r e  
a n d  i n v e s t i g a t i v e  f u n c t i o n s ,  h a d  e x t e n s i v e  r u l e - m a k i n g  and 
a d j u d i c a t i o n  p o w ers. It a l s o  f o u n d  the c o m m i s s i o n ' s  
e n f o r c e m e n t  p o w e r  is " both d i r e c t  a n d  w i d e  r a n g i n g . "

T h e  C o u r t  stated:

C o n g r e s s  v i e w e d  t h e s e  b r o a d  p o w e r s  as e s s e n t i a l  to 
e f f e c t i v e  a n d  i m p a r t i a l  a d m i n i s t r a t i o n  of  the e n t i r e  
s u b s t a n t i v e  f r a m e w o r k  of  the Act. Y e t  e a c h  of  t h e s e  
f u n c t i o n s  a l s o  r e p r e s e n t s  the p e r f o r m a n c e  of  a s i g n i f i­
c a n t  g o v e r n m e n t a l  d u t y  e x e r c i s e d  p u r s u a n t  to a p u b l i c  
law. W h i l e  the P r e s i d e n t  m a y  n o t  i n s i s t  t h a t  s u c h  
f u n c t i o n s  be  d e l e g a t e d  to an a p p o i n t e e  o f  his r e m o v a b l e  
at w i l l ,  H u m p h r e y ' s  E x e c u t or  v. U n i t e d  S t a t e s ,  supra, 
n o n e  of th e m  o p e r a t e s  m e r e l y  in a i d  of c o n g r e s s i o n a l  
a u t h o r i t y  to l e g i s l a t e  or is s u f f i c i e n t l y  r e m o v e d  f r o m  
t h e  a d m i n i s t r a t i o n  a n d  e n f o r c e m e n t  o f  p u b l i c  law to 
a l l o w  it to b e  p e r f o r m e d  b y  the p r e s e n t  C o m m i s s i o n .  
T h e s e  a d m i n i s t r a t i v e  f u n c t i o n s  m a y  t h e r e f o r e  be e x e r­
c i s e d  o n l y  b y  p e r s o n s  w h o  a r e  " O f f i c e r s  of t h e  U n t i e d  
S t a t e s " .
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T h e  C o u r t  q u o t e d  f r o m  M y e r s  v. U n i t e d  S t a t e s , 272 U.S. 52 
(1926). In t h a t  c a s e  t h e  C o u r t  u p h e l d  t h e  a u t h o r i t y  o f  the 
P r e s i d e n t  to r e m o v e  an o f f i c e r  he w a s  i n i t i a l l y  a u t h o r i z e d  
t o  a p p o i n t .  T h e  C o u r t  said:

T h e  v e s t i n g  o f  t h e  e x e c u t i v e  p o w e r  in t h e  P r e s i d e n t  w a s  
e s s e n t i a l l y  a g r a n t  of p o w e r  to e x e c u t e  the laws. B u t  
the P r e s i d e n t  a l o n e  a n d  u n a i d e d  c o u l d  n o t  e x e c u t e  the 
laws. He m u s t  e x e c u t e  t h e m  u n d e r  a s y s t e m  o f  s u b­
o r d i n a t e  . . .  A s  he  is c h a r g e d  s p e c i f i c a l l y  to t a k e  
c a r e  t h a t  t h e y  b e  f a i t h f u l l y  e x e c u t e d ,  t h e  r e a s o n a b l e  
i m p l i c a t i o n ,  e v e n  in t h e  a b s e n c e  of  e x p r e s s  w o r d s ,  w a s  
t h a t  as p a r t  of e x e c u t i v e  p o w e r  he s h o u l d  s e l e c t  t h o s e  
w h o  w e r e  to a c t  for h i m  u n d e r  h i s  d i r e c t i o n  in the e x e­
c u t i o n  of laws.

T h e  C o u r t  h e l d  the a p p o i n t m e n t  r e q u i r e m e n t  to be  a v i o l a t  .on 
of the d o c t r i n e  of  s e p a r a t i o n  o f  powers.,

T h e  t e s t  to d e t e r m i n e  w h e t h e r  a p p o i n t m e n t  o f  l e g i s l a t o r s  to 
s e r v e  o n  a c o m m i s s i o n  is a v i o l a t i o n  o f  the d o c t r i n e  cf 
s e p a r a t i o n  of p o w e r s  is w h e t h e r  the p o w e r s  of  the c o m m i s s i o n  
a r e  e x e c u t i v e  or  j u d i c i a l  in n a t u r e .  T h i s  r e q u i r e s  in e a c h  
c a s e  e x a m i n a t i o n  of t h e  p o w e r s  g r a n t e d  to the c o m m i s s i o n .

V e r y  b r o a d  e x e c u t i v e  a u t h o r i t y  is g r a n t e d  u n d e r  
Sec. 4 4 . 5 7 . 1 1 1 .

In m y  o p i n i o n  l e g i s l a t o r s  a r e  c l e a r l y  p r o h i b i t e d  fr o m  
s e r v i n g  as o f f i c e r s  of  the a u t h o r i t y  as c o n t e m p l a t e d  b y  this 
b i l l  u n d e r  the s e p a r a t i o n  o f  p o w e r s  d o c t r i n e  a n d  b o t h  l e g i s­
la t o r s  a n d  the g o v e r n o r  are p r o h i b i t e d  f r o m  s e r v i n g  u n d e r  
the r e s p e c t i v e  d u a l  o f f i c e  h o l d i n g  p r o v i s i o n s  o f  the c o n s t i­
tution.

_ G B : l j b
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p i n g ,  a n d  m a i n t e n a n c e  o f  t o l l  f a c i l i t i e s  f u n d e d  b y  r e v e n u e  b o n d s .
S e e  a c c o m p a n y i n g  l e t t e r  f r o m  t h e  G o v e r n o r .  D o e s  n o t  p r o v i d e  f o r  a n  
e f f e c t i v e  d a t e  ( b e c o m e s  l a w  90 d a y s  a f t e r  G o v e r n o r  s i g n s  b i l l ) .

I n t r o d u c e d  F e b r u a r y  1 3  a n d  r e f e r r e d  t o  T r a n s p o r t a t i o n ,  F i n a n c e .

I n  h i s  m e s s a g e  t r a n s m i t t i n g  t h e  b i l l ,  G o v e r n o r  S h e f f i e l d  s t a t e d :

Under che auchorlr.y of arc. Ill, sac. 18, of the Alaska 
Conscltucion, I am tra ns mitting a bi.il relating Co to',!

| bclJgos and highways. This bill tdd-esscs boc.i ih -
! chorlcy for c o nsc ru cc ion  and ma in te n a nc e  of Che i'aci’ ' . U s

and cheir funding Chrough revenue bonding. The bill gi.'cs 
i Chls auchorlcy Co the Department of Tr an spo rc al ion  and

Public Facilities and avoids un ne ce ssa ry  d up li ca tio n of 
personnel in che administra ti on  of coll facilities. The 
language in the bill Is based on language in AS 3/. 15.- 
410 —  37.15.550, de al in g wit h In te rnational airpo rt s r ev­
enue b o n d s ,

The bill provides that Che acquisition, construction, or 
I eq ui ppi ng  of coll facilities may be acc om p li s he d  through

the Issuance of revenue bonds. It creates special funds 
for che ac co u n ti n g and m a nag em en t of proceeds of the bond 
sales and for the redemption or re funding of the bonds. 
It further allows the retention, in the coll facilities 
revenue fund created in AS 37.15.630, of m o n ey  guuor.iced 
through coll collection. This money will Chen be uned for 
payment of interest on the bunds and redemption as che 

bonds mature.

Honey received from toLls collec te d and placod In cliu re v­
enue fund is also made availa bl e for Che purposes of p a y­
ing for normal ma in ten an ce  and opera ti on of the toll fa­
cilities, replacement of Che f’aclllcies, and other costs 

' associated w ith  che ow ne rsh ip  of the facilities. Thu m o n­
ey wo ul d not bo av ai la ble  for general ap pr op ria ti on  by the 
legislature but would be pr otocced tor use for those p u r­
poses sec ouc In AS 37.15.630. Tills does not violate che 
’’dedic ate d funds" pr oh ibition contained in art. IX, sec. 
7, of Che Alaska Con st itution Inasmuch as Che funds are 
segregated for tha purpose of g ua ra nt eei ng  payment of 
bonds and se cu ri ng Che collateral for the bonus.

This bill provides an op po rt uni ty  to meet certain needs of 
j Che s t a t e’s h ig hw ay  system in an era when genural fund

appropria ti ons  m ig ht not bo possible for that tmporcanc 
purpose. I urge your piompc co nsi deration and action on 
this measure.

P a r o l e  o f  HOUSE  B I L L  NO.  6 6 2 . b y  t h e  R u l e s  C o m m i t t e e  b y  R e q u e s t  o f  t V
O f f e n d e r s  G o v e r n o r .  R e l a t e s  t o  t h e  p a r o l e  o f  o f f e n d e r s .  S e e  a c c o m ­

p a n y i n g  l e t t e r  f r o m  t h e  G o v e r n o r .  P r o v i d e s  A c t  t a k e s  e f f e c t  
J a n u a r y  1 ,  1 9 8 5 .

I n t r o d u c e d  F e b r u a r y  1 3  a n d  r e f e r r e d  t o  t h e  J u d i c i a r y ,  F i n a n c e .

I n  h i s  m e s s a g e  t r a n s m i t t i n g  t h e  b i l l ,  G o v e r n o r  S h e f f i e l d  s t a t e d :

Undor Che au th or ity  of art. Ill, sec. 18, of the Alaska 
Constitution, I am tr an sm itt in g u bill relating to che 
ad mi nis t r at i on  of paroLo. The bill updates che statutory 
a u cho rl cy  for parole admlnlac rat lon , c la r i f y i n g  a pp ar en tly  
co nf lic ti ng  dicta te s of cc urt decisions, and pr ov id ing  a 
higher dogree of ce r ca l n ly  In Che parolo proiuss. Under 
che bill, exist in g AS 33.15, g o v o rn l n g partle a d m i n i s­
tration is repealod; re-o rg ant ze d and revised parole a d­
mi n i s t r at i on  statutes are placed in n e w  AS 3 3 . It.
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D R A F T

TO: Billy G. Berrier
Director 
Legal Services

FROM: Representative Bette Cato
Chairman
House Transportation Cc.:mittee

RE: Committee Substitute for House Bill 661

We have been told by the Department of Tnmsportation that HB 661 is 
modeled after the revenue bond provisions of the Airport Revenue Fund. 
Please provide us with a comparison of the proposed program in HB 661 
and the Intemation Airports Revenue Funds (AS 37.15.410-.550).

We also would like to know if CSHB 661 language restricts the use of 
money to special projects or if under this bill the money is discretionary. 
If the funds are restricted, how are they restricted.

If the funds are discretionary, would you please provide language that 
would restrict the use of the money for special projects.

Thank you for your assistance on this matter.

Attachment: Draft copy of CSHB 661
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IN THE\ H O U S E  B Y  T H E  T R A N S P O R T A T I O N  COMMITTEE

CS F O R  H O U S E  B I L L  NO. 661 ( T r a n s p o r t a t i o n )  ' -*!-• 7“

IN T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A  

T H I R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A BILL

For an Act entitled: " A n  A c t  a u t h o r i z i n g  the c o n s t r u c t i o n  of the Knik A rm

C r o s s i n g  and r e l a t i n g  to the a c q u i s i t i o n ,  c o n s t r u e - , 

tion, equipping, and m a i n t e n a n c e  of toll facilities 

fu n d e d  by r e v e n u e  b o n d s  a n d  p r o v i d i n g  toll collection 

a u t h o r i t y . "

BE IT E N A C T E D  EY T H E  L E G I S L A T U R E  OF THE S T A T E  OF A L AS KA:

* S e c t i o n  1, A S  37.15 is a m e n d e d  by a d d i n g  n e w  s e c t i o n s  to read:

A R T I C L E  4. T O L L  F A C I L I T I E S  R E V E N U E  BONDS.

Sec. 37.15.610. B O N D  A U T H O R I Z A T I O N .  F o r  the p u r p o s e  of p r o v i d­

ing part or all of the m o n e y  to be used, w i t h  or w i t h o u t  any grants or 

other m o n e y  that m a y  b e c o m e  available, the i s s u a n c e  a nd sale of r e v e­

nue bonds of the state in the total p r i n c i p a l  s u m  of not to exceed 

$500,000,000 is a u t h o r i z e d  to acquire, c o n s t r u c t ,  equip, and install 

the additions, improv e m e n t s ,  e x t e n s i o n s ,  a n d  f a c i l i t i e s  a u t h o r i z e d  in 

AS 37.15.720 and 37.15.730. The p r i n c i p a l  of and i n t e r e s t  on these 

bonds are p a i d  out of a n d  s e c u r e d  b y  the g r o s s  r e v e n u e s  d e riv ed by the 

state from the owners h i p ,  use, and o p e r a t i o n  o f  the toll facilities, 

and out of a n y  o t h e r  r e v e n u e  or m o n e y  t h a t  the state l e g i s l a t u r e  may

X '.P
provide e x c l u s i v e  of any state tax or license.

S e c - 37.15.620 . C O N S T R U C T I O N  FUND. (a) The toll facilities 

'WftF \},J c o n s t r u c t i o n  fund As e s t a b l i s h e d  for d e p o s i t  of p r o c e e d s  of the sale

vu \ o f  the bonus a u t h o r i z e d  by AS 3 7 . 1 5 . 6 1 0  a n d  a n y  g r a n t  or other money

pi yy 1 !i'
A1-, > that is l e g a l l y  p r o v i d e d  for the same p u r p o s e s  for w h i c h  the bonds are

W V  ,|/authorized e x c e p t  for any a c c rued i n t e r e s t  p a i d  on the b ond s by the
iA> .!)' Ayl & /  ‘ -1- CSHB 661 (Trsp)



purchaser. The m o n e y  in the c o n s t r u c t i o n  fund is u s e d  to p a y  the cost 

of acquiring, c o n s t r u c t i n g ,  and e q u i p p i n g  f a c i l i t i e s  authorized-, in 

A S  37.15.720 and 3 7 . 1 5 . 7 3 0  and costs i n c i d e n t a l  to those activities, 

i ncluding costs of the a u t h o r i z a t i o n ,  issuance, and sale of the bonds. 

To the extent a l l o w e d  in the b o n d  resolu t i o n ,  m o n e y  in the c o n s t r u c­

tion fund m a y  also b e  u s e d  for the p a y m e n t  of i n t e r e s t  on the bohds 

d uring the time of a c t u a l  c o n s t r u c t i o n ,  and for any a d d i t i o n a l  time, 

n o t  exceeding one y e a r  a f t e r  c o n s t r u c t i o n  is completed. M o n e y  in the 

c o n structi on fund m a y  a l s o  b e  t r a n s f e r r e d  to the b o n d  r e d e m p t i o n  fund, 

as permi tted by the b o n d  r e s o l u t i o n ,  to e s t a b l i s h  a r e s e r v e  for the 

payment  of the p r i n c i p a l  and i n t e r e s t  on the bonds.

(b) The b o n d  r e s o l u t i o n  m a y  p r o v i d e  for the i n v e s t m e n t  of m o n e y  

in the c o n s t r u c t i o n  f u n d  as the c o m m i t t e e  determines. T h e  interest 

earned upon or any p r o f i t  d e r i v e d  f r o m  the sale of the i n v e s t m e n t  is 

deposited in the c o n s t r u c t i o n  fund.

Sec. 37.15.630. R E V E N U E  FUND. (a) The toll f a c i l i t i e s  revenue

fund is e s t a b l i s h e d  and shall be set apart f r o m  all other m o n e y  of the

state. The t 11 f a c i l i t i e s  r e v e n u e  fund is a trust fund for the p u r­

poses under AS 3 7 . 1 5 . 6 1 0  - 37.15. 760, w h e r e  all revenue, fees, tolls, 

charges, and r e ntals are d e p o s i t e d  that are d e r i v e d  b y  the sta te from 

the ownership, lease, use, and o p e r a t i o n  of t h e  f a c i l i t i e s  a u t h o r i z e d  

b y  AS 37.15.720 and 37.15.730. The revenue, fees, tolls, charges, and 

rentals m a y  not i n c l u d e  the p r o c e e d s  of any state tax or license. The 

m o n e y  in the r e venue fund m a y  only be u s e d  to

(1) pay or s ecure the p a y m e n t  of the p r i n c i p a l  of and i n t e r­

est on the toll f a c ^ l i t i e s  bonds and p r i n c i p a l  of and i n t e r e s t  on any 

other revenue b onds i s s u e d  by a u t h o r i z a t i o n  of the l e g i s l a t u r e  to 

provide m o n e y  to acquire, construct, and equip facili t i e s  a u t h o r i z e d  

• by AS 37. 15.720 and 3 7 . 1 5 . 7 3 0  and to be p a y able out of the revenue  
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(2) p a y  the n o r m a l  a n d  n e c e s s a r y  costs of m a intai ning-;~.and 

o p e r a t i n g  the f a c i l i t i e s  a c q u i r e d ,  constructed, or e q u i p p e d  u n d e r  

A S  37.15 .610 - 37.15.760;

(3) pay the costs of r e n e w a l s ,  replacements, a n d  e x t r a­

or d i n a r y  r e p a i r s  to f a c i l i t i e s  a c q u i r e d ,  constructed, o r  e q u i p p e d  

u n d e r  AS 3 7 . 1 5 . 6 1 0  - 37.15.760;

(4) r e d e e m  b e f o r e  t h e i r  f i x e d  m a t u r i t i e s  any and all r e v enue 

b o n d s  i s sued for the p u r p o s e  of a c q u i r i n g ,  constructing, and e q u i p p i n g  

facili ties a u t h o r i z e d  b y  A S  3 7 . 1 5 . 7 2 0  and 37.15.730;

;5) p r o v i d e  m o n e y  to a c q u i r e ,  construct, and equip n e c e s s a r y  

aduiti ons and i m p r o v e m e n t s  to f a c i l i t i e s  a u t h o r i z e d  by A S  3/.15 . 7 2 0  

and 37.15.730; and

(6) p r o v i d e  m o n e y  to p a y  a n y  and all other costs r e l a t i n g  to 

the ownership, use, and o p e r a t i o n  of the facilities.

(b) The i n v e s t m e n t  of m o n e y  in the revenue fund m a y  b e  m a d e  as 

the commit tee determines. T h e  i n t e r e s t  earned upo n or a n y  prof its 

$ d e r i v e d  f r o m  the sale of an i n v e s t m e n t  u n d e r  this s u b s e c t i o n  shall be

■ de p o s i t e d  in the r e v e n u e  fund.

S e c * 37.15.6A0. F O N D  R E D E M P T I O N  FUND. The toll f a c i l i t i e s

n  "(j y

Vl \ V \ r e v e n u e  b o n d  r e d e m p t i o n  f u n d  is e s t a b l i s h e d  for deposit in trust of

V.V Vi I V
v ^  'money for p a y i n g  and s e c u r i n g  the p a y m e n t  of principal of a n d  interest

v
'' v>. A a n d  r e d e m p t i o n  premium, if any, on b o n d s  and is set a p a r t  f r o m  all 
i
•3 o t h e r  money of the state. The c o m m i t t e e ,  on beha lf of the state,

N ^ J ^
m ^ Ishall obli gate the state tosjj- - j s n a u  obligate the state to set a s i d e  and pay into the b o n d  r e d e m p t i o n

' i m fund from the r e v e n u e  fund an a m o u n t  of mor.ey sufficient to p a y  the

I  4O  5 .
^ J  'a ̂ p r i n c i p a l  of and i n t e rest and r e d e m p t i o n  premium, if any, on the bonds 

^  ^ v ,)as the p a y ments b e c o m e  due and, if the commit tee considers it n e c e s -

I  •: ..V • £-isary, to set aside and m a i n t a i n  a r e s e r v e  for this purpose. T h e  bond

la !
1
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r e d e m p t i o n  fund is drawn u p o n  f o r  the p u r p o s e  of pay'.ng the p r i n c i p a l

V

of and interes t and r e d e m p t i o n  p r e m i u m ,  if any, on the bonds, and'.the 

b o n d s  do n o t  constitute a g e n e r a l  o b l i g a t i o n  of the state.

Sec. 37.15.650. BOND T E RMS. (a) T h e  toll facilities b o n d s  are 

s o l d  in the amounts or series a n d  at the time as d e t e r m i n e d  b y  the 

committee. B e f o r e  selling a s c r i e s  of b o n d s ,  the committee shall give 

n o t i c e  i n v iting  sealed bids. If s a t i s f a c t o r y  bids are rece ived, the 

b o n d s  o f f e r e d  for sale are a w a r d e d  to the h i g h e s t  r e s p o n s i b l e  bidder. 

If the c ommittee determines t h a t  a b i d  r e c e i v e d  is n o t  s a t i s f a c t o r y  as 

to price or r e s p o n s i b i l i t y  of the b i d d e r ,  the c o m m ittee may r e j e c t  the 

b5.d received. Bonds, or a s e r i e s  of bonds, m a y  n o t  be s o l d  if the 

e f f e c t i v e  interest  rate over the l i f e  of the bonds exceeds 11 p e r c e n t  

per y e a r  or that rate of i n t e r e s t  that is 125 p e r c e n t  of the r a t e  of 

the Bond Buyer Index of 20 M u n i c i p a l  B o n d  A v e r a g e  Yields for the w e e k  

p r e v i o u s  to the date of sal e of the bonds, w h i c h e v e r  is higher. 

I n t e rest is p a y able annually or s e m i a n n u a l l y .

(b) The b o n d s  mature at the time f i x e d  by the committee. The 

b o n d s  may be subject to r e d e m p t i o n  b e f o r e  their fixed m a t u r i t i e s  as 

d e t e r m i r e d  b y  the committee a n d  w i t h  the p r e m i u m  fixed by the c o m m i t­

tee, but a b o n d  m a y  not b e  s u b j e c t  to r e d e m p t i o n  before its fixed
I

m a t u r i t y  date unless the r i g h t  to r e d e e m  that b o n d  is e x p r e s s l y  m e n­

tioned on the face of the bond. T h e  b o n d s

(1) m a y  be in d e n o m i n a t i o n s  d e t e r m i n e d  by the committee;

(2) m a y  b e  i s s u e d  in c o u p o n  f o r m  or in f u l l y  r e g i s t e r e d  

form, a n d  m a y  b e  r e g i s t r a b l e  as to p r i n c i p a l  or b o t h  p r i n c i p a l  and 

i n t e r e s t ,  a l l  u n d e r  7’e g u l a t i o n s  a n d  c o n d i t i o n s  the c o m m i t t e e  p r o v i d e s ;

v3) are p a / a b l e  as to p r i n c i p a l  a n d  i n t e r e s t  at the p l a c e  

d e t e r m i n e d  b y  the c o m m i t t e e ;

(4) shall be signed on b e h a l f  of the state by the g o v e r n o r  
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and shall b e  a t t e s t e d  to by the l i e u t e n a n t  governor, b o t h  of w h i c h  

s i g n a t u r e s  m a y  be facsimile s i g n a t u r e s ,  and each of the interest 

c o upo ns a t t a c h e d  to them shall b e  s i g n e d  b y  the facsimile signatures 

of these offi cials;

(5) shall have the seal o f  the state impressed, printed, or 

l i t h o g r a p h e d  on them; and

(6) shall be issued u n d e r  a n d  s u b j e c t  to the terms, condi- 1 

tions, and covenants, p r o v i d i n g  f o r  the p a y m e n t  of the p r i n c i p a l  of 

a nd i n t e r e s t  on the bonds and the o t h e r  terms, conditions, covenants, 

and p r o t e c t i v e  features s a f e g u a r d i n g  this p a y m e n t  and relating to the 

m a i n t e n a n c e ,  operation, and i m p r o v e m e n t  of the toll facilities as 

found n e c e s s a r y  by the committee, w h i c h  c o v e n a n t s  m a y  include a p r o­

vi s i o n  r e q u i r i n g  the setting a s i d e  a n d  m a i n t e n a n c e  of certain reserves 

to secure the p a y m e n t  of the p r i n c i p a l  and interest.

(c) If f ound r easonably  n e c e s s a r y ,  the committee may select a 

t r ust ee or t r u stees for the h o l d e r s  of the b o n d s  or any series of the 

bonds, for the safeguarding  a n d  d i s b u r s e m e n t  of any of the m o n e y  in 

any of the funds created by AS 3 7 . 1 5 . 6 2 0 ,  37.15.630, and 37.15.640, or 

for the d u t i e s  for a uthentica tion, d e l i v ery, and r e g istration of the 

b o n d s  as the c o m m ittee may d e t e r m i n e .  The c o m m i t t e e  shall also fix 

the rights, duties, powers, and o b l i g a t i o n s  of the trustee or t r u s t­

ees .

(d) In the committee's d e t e r m i n a t i o n  of all of the m a t t e r s  and 

q u e s t i o n s  r e l a t i n g  to the i s s u a n c e  and sale of the bonds and the 

fixing  of the maturities, terms, condit i o n s ,  and covenants of the 

b onds as p r o v i d e d  in (a) - (c) o f  this section, the decisions of the 

c o m m i t t e e  shall be those found to be r e a s o n a b l y  neces s a r y  for the best 

interests of the state and its i n h a b i t a n t s ,  and those that wil i a c c o m­

plish the m o s t  advantageous sale of the bonds, wi th due regard,
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however, (1) to n e c e s s a r y  or n o r m a l  c o s t s  of m a i n t e n a n c e  and opera- 
» , 

tion; (2) to r e n e w a l s  and r e p l a c e m e n t s  of and r e p a i r s  'to the "toll

facilities; (3) to all imp ro v e m e n t s  to t o l l  f a c i l i t i e s  and p r o perty of j 

toll f p c i l i t i e s  owned, used, o p e r ated, or l e a s e d  in conne c t i o n  with 

toll facil i t i e s ;  a n d  (A) to the f u t u r e  g r o w t h  a n d  e x p a n s i o n  of all of 

the f a c i l i t i e s  a n d  the p o s s i b i l i t y  o f  a d d i t i o n a l  r e v e n u e  b o n d  f i n a n c­

ing for toll f a c i l i t i e s  purposes. A d e c i s i o n  of the committee, as 

ex p r e s s e d  in a n y  b o n d  resolution, is f i n a l  w h e n  a n y  bon ds have  been 

issued u n d e r  the b o n d  resolution.

(e) A b o n d  r e s o l u t i o n  m a y  p r o v i d e  that the b o n d s  issued contain 

a r e ci^il that t h e y  are i ssued  u n d e r  AS 3 7 . 1 5 . ' 1 0  - 37.15.760, and any 

bonds c o n t a i n i n g  this r e c i t a l  are c o n c l u s i v e l y  c o n s i d e r e d  to be valid 

and to h a v e  b e e n  i s s u e d  in c o n f o r m i t y  w i t h  A S  3 7 . 1 5 . 6 1 0  - 37.15.760.

(f) T h e  v a l i d i t y  of the a u t h o r i z a t i o r  and i s s u a n c e  oi bonds is 

n o t  a f f e c t e d  by a n y  p r o c e e d i n g  for the a c q u i s i t i o n  or con str u c t i o n  of 

the addi ti o n s ,  i m p r o v e m e n t s ,  or f a c i l i t i e s  for w h i c h  the bonds have 

been issued or by any contract in c o n n e c t i o n  w i t h  the acquis i t i o n  or 

cons truction.

Sec. 3 7 . 1 5 . 6 6 0 .  BOND R E S O L U T I O N .  The c o m m i t t e e  is authorized 

and d i r e c t e d  to adopt the b o n d  r e s o l u t i o n  and p r e p a r e  all other d o c u­

men t s  and p r o c e e d i n g s  n e c e s s a r y  for the issuance,  sale, and delivery 

of the b o n d s  or a n y  part or series of them. The b o n d  r e s o l u t i o n  shall 

fix the p r i n c i p a l  amount, d e n o m i n a t i o n ,  date, m a t u r i t i e s ,  place or 

places of p a y m e n t ,  rights of r e d e m p t i o n ,  if any, terms, form, c o n d i­

tions, and c o v e n a n t s  of the bonds  or each s e ries of them. The c o m m i t­

tee shall a l s o  d e t e r m i n e  and p r o v i d e  for the date and m a n n e r  of sale 

of thr bonds, a n d  shall p r o v i d e  w h e t h e r  the n o t i c e  of sale is to be 

p u b l i s h e d  e l s e w h e r e  in addition to the p u b l i c a t i o n  r e q u i r e d  by AS 37.- 

15.650.
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N Sec. 3 7 . 1 5 . 6 7 0 .  E N F O R C E M E N T  B Y  HOLDER. T h e  h o l d e r  of any bonds 

or the t r u s t e e  for the hold ers of the b o n d s  or a n y  series of theriij 

may, b y  a p p r o p r i a t e  p r o c e e d i n g s  in the c ourts of r e c o r d  of the state, 

compel the t r a n sfer, setting aside, a n d  p a y m e n t  of m o n e y  and the 

e n f o r c e m e n t  of all of the terms, c o n d i t i o n s ,  a n d  c o v e n a n t s  as required 

and p r o v i d e d  in AS 3 7.15 . 6 1 0  - 3 7 . 1 5 . 7 6 0  and in the b o n d  resolution.

Sec. 3 7 . 1 5 . 6 8 0 .  A M O U N T S  R E Q U I R E D  F O R  P A Y M E N T S .  The committee 

shall, b e f o r e  D e c e m b e r  31 of e a c h  year, c o m m e n c i n g  w i t h  the year in 

w h i c h  the b o n d s  are issued, c e r t i f y  to the c o m m i s s i o n e r  of revenue and 

the c o m m i s s i o n e r  of t r a n s p o r t a t i o n  and p u b l i c  f a c i l i t i e s  the amounts 

r e q u i r e d  in the n e x t  e n suing c a l e n d a r  y e a r  b y  a b o n d  r e s o l u t i o n  to be 

paid out of t h e  r e v e n u e  fund into the b o n d  r e d e m p t i o n  fund and to be 

paid into a n d  m a i n t a i n e d  in any r e s e r v e  fund or a c c o u n t  or any other 

fund or a c c o u n t  c r e a t e d  by a b o n d  resolu t i o n .  T h e  committee shall 

also c e r t i f y  to the c o m m i s s i o n e r s  the last d a t e  u p o n  w h i c h  payments 

m a y  be made.

Sec. 3 7 . 1 5 . 6 9 0 .  BOND N E G O T I A B I L I T Y .  T h e  b o n d s  and the coupons 

a t t a ched to t h e m  are fully n e g o t i a b l e  i n s t r u m e n t s  u n d e r  the laws of 

the state.

Sec. 3 7 . 1 5 . 7 0 0 .  REFUNDING. (a) T h e  b o n d s  or any part of them 

m a y  be r e f u n d e d  at or b e f o r e  their m a t u r i t y  b y  the issua n c e  of r e f u n d­

ing r e venue b o n d s  of the state if in the o p i n i o n  of the committee 

r e f u n d i n g  is a d v a n t a g e o u s  to and in the b e s t  i n t e r e s t  of the state and 

its inhabitants.

(b) The i s s u a n c e  of r e f u n d i n g  b o n d s  n e e d  n o t  be authorized by an 

act of the l e g i s l a t u r e ,  and the c o m m i t t e e  shall a d o p t  the resolution 

and p r e pare all o t h e r  documents and p r o c e e d i n g s  n e c e s s a r y  for the 

issuance, e x c h a n g e  or sale, and d e l i v e r y  of the bonds. All provisions 

of AS 3 7 . 1 5 . 6 1 0  - 3 7 . 1 5 . 7 6 0  a p p l i c a b l e  to r e v e n u e  b o n d s  are applicable
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tp the r e f u n d i n g  b o n d s  and to the issuance, sale, o r  e x c h a n g e  of the 

bonds, except as o t h e r w i s e  p r o v i d e d  in this section. *

(c) R e f u n d i n g  b o n d s  m a y  be i ssu ed in a p r i n c i p a l  a m ount s u f f i­

cient to p r o v i d e  m o n e y  for the p a y m e n t  of all b o n d s  to be r e f u nded by 

them, and, in a d d i t i o n ,  for the p a y m e n t  of all e x p e n s e s  incident to 

the calling, r e t i r i n g ,  or p a y i n g  of the o u t s t a n d i n g  bonds, and the 

issuance of the r e f u n d i n g  bonds. These e x p e n s e s  i n c l u d e  the d i f f e r­

ence in a m o u n t  b e t w e e n  the par v a l u e  of the r e f u n d i n g  bonds and any 

amount less than p a r  for w h i c h  the r e f u n d i n g  b o n d s  are sold, any 

amount n e c e s s a r y  to be m a d e  a v a i l a b l e  for the p a y m e n t  of interest on 

the r e f u n d i n g  b o n d s  f r o m  the d a t e  of sale of t h e m  to the date of 

p a y m e n t  of the b o n d s  to be r e f u n d e d  or to the d a t e  u p o n  w h i c h  the 

bonds to be r e f u n d e d  w i l l  be p a i d  u n d e r  the c a l l  of the bonds or 

agreem ent w i t h  the h o l d e r s  of them, and the p r e m i u m ,  if any, nece ssary 

to be paid in o r d e r  to call or r e t i r e  the o u t s t a n d i n g  bonds and the 

interest a c c r u i n g  on the o u t s t a n d i n g  bonds to the d a t e  of the call or 

retirement.

Sec. 3 7 . 1 5 . 7 1 0 .  B O N D S  AS L E G A L  I N V E S T M E N T S .  Toll facilities 

bonds are l e g a l  i n v e s t m e n t s  for all banks, t rust companies, savings 

baiks, savings a n d  l o a n  a s s o c i a t i o n s ,  and o t h e r  p e r s o n s  car rying on a 

ba n k i n g  b u s i ness, all i n s u r a n c e  comp anies and o t h e r  persons  carrying 

on an insur a n c e  b u s i n e s s ,  and all executors, a d m i n i s t r a t o r s ,  trustees, 

and other f i d u c i a r i e s .  The b o n d s  m a y  be a c c e p t e d  as se curity for 

deposits of all m o n e y  of the state and its p o l i t i c a l  subdivisions.

Sec. 37.15.720. S T A T E  T O L L  FACILITIES. T h e  s t a t e  is authorized 

to acquire, c o n s t r u c t ,  equip, and m a i n t a i n  toll bridges, highways, 

roads, crossings, and c a u s e w a y s  found to be n e c e s s a r y  by the c o m m i s­

sioner of t r a n s p o r t a t i o n  and p u b l i c  facilities.

Sec. 3 7 . 1 5 . 7 3 0 .  K N I K  A R M  CROSSING. N o t w i t h s t a n d i n g  the 
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provisions of AS 3 7 . 1 5 . 7 2 0  the first state toll f a c i l i t y  to be c o n­

structed is the K n i k  A r m  C r o s s i n g  n e a r  Anchorage.

Sec. 37.15 >4U. T O L L  F A C I L I T Y  CHARGES. The c o m m i s s i o n e r  of 

transportation and p u b l i c  f a c i l i t i e s  shall fix a n d  c o l l e c t  the fees, 

charges, tolls, and r e n t a l s  d e r i v e d  by the state f r o m  the ownership, 

lease, use, and o p e r a t i o n  of the f acili t i e s  a u t h o r i z e d  by AS 37.15.720 

and 37.15.730 and i m p r o v e m e n t s  of the f a c i l i t i e s  as w i l l  provide

revenues s u f f i c i e n t  to c o m p l y  w i t h  all of the c o v e n a n t s  of the bond 

resolution.

Sec. 37.15.750. S T A T U T O R Y  C O N STRU CTION. AS 3 7 . 1 5 . 6 1 0  - 37.15.- 

760 shall be l i b e r a l l y  c o n s t r u e d  in o rder to c a r r y  o u t  the purposes 

for which the p r o v i s i o n s  w e r e  enacted, and all e x i s t i n g  laws in c o n­

flict with AS 3 7 . 1 5 . 6 1 0  - 3 7 . 1 5 . 7 6 0  are s u p e r s e d e d  as n e c e s s a r y  to

accomplish the p u r p o s e s  o f  AS 3 7 . 1 5 . 6 1 0  - 37.15.760.

Sec. 37.15.760. D E F I N I T I O N S .  In AS 3 7 . 1 5 . 6 1 0  - 37.15.760,

unless the c o ntext r e q u i r e s  o t h e r w i s e

(1) "bond r e d e m p t i o n  fu’./l" means the toll f a c i l i t i e s  reve- 

nue bond r e d e m p t i o n  f u n d  c r e a t e d  by AS 37.15.640, i n c l u d i n g  any a c­

counts that are c r e a t e d  in that fund a f t e r  the e f f e c t i v e  date of this 

A c t ;

(2) "bond r e s o l u t i o n "  m e a n s  the r e s o l u t i o n  a u t h o r i z i n g  the 

issuance of bonds, a d o p t e d  b y  the c o m m i t t e e  u n d e r  AS 37.15.660;

(3) "bonds" m e a n s  the toll facilities r e v e n u e  bonds a u t h o­

rized by AS 3 7 . 1 5.610 - 37.11'. 760;

(4) " c o m m i t t e e "  m e a n s  the state bond c o m m i t t e e  c r eated by 

AS 37.15.110, or any o t h e r  committee, body, d e par tment, or o f f i c e r  of 

the state that or w h o  s u c c e e d s  to the rights, powers, duties, and

obligations of the state b o n d  c o m m i t t e e  by act of the legislature;

(5) " c o n s t r u c t i o n  fund" means the toll facilities

-9- CSHB 6 6 1 (Trsp)
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(6) " r e v e n u e  fund"  m e a n s  the toll f a c i l i t i e s  r e v e n u e  'fund 

created by AS 37.15.630;

(7) "toll f a c i l i t i e s "  m e a n s  highways, roads, bridges, 

crossings, and causeways  u p o n  w h i c h  tolls, charges, rentals, or other 

user fees are p l a c e d  b y  the c o m m i s s i o n e r  of t r a n s p o r t a t i o n  and p u b l i c  

f a c i l i t i e s .

* Sec. 2. AS 19.05.040 is a m e n d e d  to read:

Sec. 19.05.040. P O W E R S  O F  D EPARTMENT. The d e p a r t m e n t  may

(1) acquir e p r o p e r t y ;

(2) e x e r c i s e  the p o w e r  of e m inent domain;

(3) take i m m e d i a t e  p o s s e s s i o n  of real property, or any 

interest in it u n d e r  a d e c l a r a t i o n  of taking or b y  o t h e r  lawful means;

(4) acquire r i g h t s - o f - w a y  for present or f u tu re use;

(5) control a c c e s s  to hig hways;

(6) r e g ulate roads.'de development;

(7) p r e s e r v e  and m a i n t a i n  the scenic b e a u t y  along state

■ighways;

(8) dispose of p r o p e r t y  a c q u i r e d  for h i g h w a y  purposes;

(9) accept and d i s p o s e  of federal funds or p r o p e r t y  a v a i l­

able for h i g h w a y  c o n s t r u c t i o n ,  m a i n t e n a n c e ,  or equipme nt;

(10) enter into c o n t r a c t s  or a greements  r e l a t i n g  to h i g h w a y s  

wi t h  the fede ral go vern m e n t ,  m u n i c i p a l i t i e s ,  a p o l i t i c a l  subdivision, 

or with a foreign g o v e r n m e n t ,  if the co ntract is a p p r o v e d  by the

federal government; [/.ND]

(11) establish, l e v y , and collect tolls, fees, charges, and

rentals for the use of state roads, highways, bridges, crossings, and

causeways; r~id

(12) e x e rcise any o t h e r  p o w e r  n e c e s s a r y  to carry out the

C S H B  661(Trsp) -10-
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LEGISLATIVE ASSIGNMENT
Highway Crossing of Knik Arm with Connections to Parks & Glenn 
Highways

° Design Criteria

° Environmental Assessment

'' Right-of Way Studies

0 Location Selection

° Preliminary Design & Cost Estimates

BUDGET
1981 Appropriation $5.5 million

Consultant Contract $4.5 million

Balance (January 1984) $3.0 million

FY 85 Request $5.4 ir.'llion

PROJECT RESOURCES (DOT/PF)
0 Total Department Resources

Contract Administration & Accounting 
Planning

Environmental Coordination
Surveys
Right-of Way
Uti1ities
'.aterials & Geology 
legislative Liaison

° Director
Major Projects Management Division

0 Project Manager
Leads Department & Consulting Team



Consultant Resources
D OT / PF  
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<>Deputy P r o j e c t  
M a n a g e r
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C o m m i t t e e
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AGENCIES
O

O

o

WORK COMPLETED
O

o

o

o

WORK UNDERWAY
O

o

o

o

o

Steering Committee 
ADOT/PF

Municipality of Anchorage 
Matanuska-Susitna Borough 
Military (Air Force, Army, Navy) 
Alaska Railroad

Federal Agencies
ARR FHWA EPA
BLM DOA USAF
COE DOC USCG
FAA DO I USF&W

State Agencies

Dept, of Comm. & Reg. Affairs 
Dept, of Envir. Conservation 
Dept, of Fish & Game 
Dept, of Natural Resources 
0MB - Div. of Strategic Planning 
UAA - Inst, of Soc. & Eco. Research

Po(Jk. l 'p* ft cry 1 
Scoping £n\fit-<mn{ ■ /-i A* /

Economic Feasibility Report 

Corridor Alternatives A n a l y s i s - ^ /  

Alignments Definition-

Conceptual Design 

Environmental Impact Statement 

Geotechnical Investigations 4̂ '° 

Implementation Plan r ' '''

Right-of-Way Evaluation 

Bid Documents - Crossing4 A" A ^ / W '
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CROSSING ALTERNATIVES 
Downtown Project

° Seward Connector

0 Downtown Crossing

° Houston Connector
Segment 1 
Segment 2

Elmendorf Project

° Glenn Connector

0 Elmendorf Crossing

° Houston Connector'
Segment 1 

Segment 2

NO-CROSSING ALTERNATIVES s>io-£.
0 No Action Option

Other Transportation Plans of DOT, AMATS, & Mat-Su

° Transit Option
2 Hovercraft

° Low Capitol Option
Additional Glenn & Parks Highway 
Improvements

ALASKA RAILROAD

° Possible for either Downtown or Elmendorf

0 Costs to Accomodate Future Rail oniHighway Bridge
$50 million to $100 million /S - ? O tty'5- frern

0 Railroad Related Activities in Progress
Conceptual Design & Cost Estimates 
Environmental Assessment 
Right-of-Way Studies

0 Railroad Financing

0 Separate Bridge -doAttpt h r / k o y j

° Decision Timing

0 Finance/Design/Build RR Crossing

Separate Project of Alaska Railroad



ESTIMATED COSTS 

Millions of 1983 Dollars J  f  cfc,-

Downtown Project____________ Period  Elmendorf Project

Anchorage

Connector

Design ROW Constr. Total Design ROW Constr. Total

12.0 2.0 80.0 94.0 2000-

2001

2.1 1.0 14.3 17.3

Highway

Crossing

18.4 1.0 530.3 549.7 1986-

1990

15.0 0.3 358.5 373.8

M a t ‘ S u  * | s V
Connector ^
★

Segment 1
*

Segment 2

1.3

1.6

0.0

2.3

24.5

23.0

25.8

27.0

1989-

1990

1.3

1.6

0.0

2.3

24.5

23.0

25.8

27.0

Total 33.3 5.3 657.8 696.5
1986-

2001
20.0 3.6 420.3 443.9

Note: Does not include cost of strengthening bridge for Alaska Railroad ($50 to $100 million).



FINANCING ALTERNATIVES

0 Connectors
90% Federal 

10% State

0 Crossing

Toll Revenue Bonds 

Private Venture 
Land Sales
Local Improvement District 
State Appropriation 
Combination



For Representative Hayes

Regarding CSHB 661.. .authorizing construction of Knik Arm Crossing arid 
relating to acquisition, construction, equipping, and maintenance of 
toll facilities funded by revenue bonds and providing toll collection 
authority.

The language in the bill specifies that the Knik A m  Crossing is to be 
the first toll facility constructed with the proceeds of revenue bonds 
authorized. How does it preclude use of construction fund for other 
means of acquiring toll facilities or converting existing state roads, 
highways, bridges, causeways or crossings to toll facilities?

Does the language in this bill restrict the use of money u  special 
projects or is the money discretionary?

.'f not restricted, what language could be used to do so?

We have been told that CSHB 661 is based on the international airport 
revenue bonds but the difference we wonder about is:

The maximum amount of airport bonds that can be sold is $62.8 million; 
the resolution authorizing the sale of airport bonds requires rentals, 
fees and other airport chargjs be set at a level sufficient to provide 
annual net revenues at least 30 percent higher than annual debt service 
requirements.

CSHB 661 authorizes sell of $500 million in revenue bonds and does not 
imply that the entire amount will be sold or would be used to construct 
the Knik Arm crossing.

Thus, the question being that what happens if there is a cash shortage 
throughout the life of the 20 ye~x bond issue, which option will be 
taken to cover these cash shortages?



/  Anclorage Caucus - Knik Arm Crossing Presentation by John Olsen, DOT

Started off with a historical chronology and small amount of philosophy.

1972 study made of Knik Arm Crossing and proposed a bridge crossing that 
would cost about $120 million. It pays to remember that when start to 

./'talk about the other numbers that are bigger today, but in 1972, $120 
million was a very, very large figure as the numbers are still today.

1984 is much of a narrower focused picture showing Anchorage with its 
current state of development. If you look and compare here, you will 
see that the Chugach Mountains on the East, the milit~ / reservation, 
reserved blocks of lands at the airport and other locations of the tcwn, 
and what we know to be the zoning practices within various areas of the 
city, shows the city to be very nearly full.

^ A  planning municipality study, show&that wi'-hin 3 years, 3000 acres of 
available land is diminished to about 300 or 400. So the northeast 
quadrant of the city is gracing very rapidly as we knew other areas of 
the city to be growing.

From there we can see that there is alot to be said for the quality of 
/life in Anchorage# /4s we grow, from the 1972 population to the now 
doubled from $120-130 to $250. In another 10 years, about the time the 
Knik Arm Crossing is going to be in use, we can see another 50% growth, 
about 380,000 people. That's a rather large ^and use imposed on the 
land everyone is already near full. So quality of life in Ancliorage 
will be enhanced .. .Knik Arm Crossing.

The Mat-Su Borough would also anticipate a ...they have their own 
interest and we're working with them to incorporate them in cur studies.

Referred to map and pointed out that from ShkSp^e Creek Channel down to 
Tudor and out to Lake Otis, you can see the enormous amount of land 
that's available on the Mat-Su side of the Knik Arm. Too,recognize the 
central business district proximity to this new land and consider the 
type of development that would be occurring just on the other side - I 
believe it will be high value commercial development corresponding to 
the general population growth that's occurring in this tcwn.

Last item of philosophy is you'll see in some of the right-of-way costs, 
engineering development cost that I'm showing you. Right-of-way costs 
ncm are very small. If we wait another 10 years alot of development 
will be developing, to put a bridge across at that time will still be 
expensive. (Remember in 1D72 $120; 1984 something over $500 million, 
large numbers) The RCW costs and other ...costs of putting a project in 
would be quite high. Also if we w?:.it there will, it takes along time to 
build a bridge like this, there will be continuous development, higher 
density in Anchorage, and I think that it would probably be harmful for 
the Anchorage area to wait for that high density and then sell, this 
area. Ir. happened in an area I'm famdliar with in L.A.*l£ne L.A. - 
Orange County shift was not good generally to L.A. It would have 
happened e. little bit more orderly as I think the finding would indicate



here, both areas have probably been alot better off. So that essentially 
sets the stage for what I want to work my flip charts.

The Legislative assignment that DOT received was to develop a highway 
crossing of Knik Arm with Connections to the Parks and Glenn Highways. 
Realize that this assignment includes both a bridge and highway; we're 
looking quite a large number of miles of connecting roads to make 
access to the bridge, to make a functional utility. So we're looking at 
both a highway and bridge project.

We are well v/ithin the State of the Arts from an engineering stand point
for building a bridge, but it is a .... of the art we do have to develop 
a design criteria for which to base our design on. We're going to be 
using some federal monies for the approach roads and for other reasons, 
producing an environmental assessment and impact statement; right-of-way 
studies and alot of RCW to identify and move on so that it's obtained 
timely way for the bridge, we want to accelerate and move this schedule 
as fast as we can. We have done location, selection and preliminary 
design and cost estimates. This in summary is our scope of work.

We address the scope of work in two ways with our department own re­
sources and with consultant resources. The department is handling the 
contract administration and planning; planning being the ... to inte­
grate the bridge within the Mat-Su planning area and the Anchorage 
planning area for the road connections primarily and for other reasons. 
Surveys, R C W s ,  the other things that the, where the rubber meets the 
road on developing a major capital project like this. I'm the Director 
of the Major Projects Management Division, this provides a single point, 
accountability, responsibility, authority for the project, that is my 
job. I have a full time project manager who works with me to lead the 
in-house and consultant resources.

Consultants, there are a number of them, each with their own speciality 
and purpose. Working under our project manager and myself, is a Prime 
PRoject Manager from Sverdrup and Parcel who has responsibility for 
design development on the bridge; EMPS, Tryck, Nyman and Hayes have the 
approach road responsibility; DeLeuw, Gather, & Co. have responsibility 
for environmental and transportation planning; Bill Kent & Co., I'll be 
getting to this in a little awhile, is the financial planner, will be 
working up an implementation plan, that's very important for the Legi­
slature in the first quarter of next year. We plan to bring that plan 
to you. Harding Lawson doing alot of geotechnical work that will be 
completed this summer; and Biological work for the environmental studies 
and other reasons is Dames & Moore. A  conventional day to day man power 
loading on the project will be about 25-30 people.

QUESTION: Were these contracts out for bidding?
ANSWER: Yes, they were

QUESTION: You referred earlier to legislative assignment, could you give 
us the reference in statutes I'd like to look up and read that assign­
ment.
ANSWER: I don't have than, let me respond to you, I'll get back to you
this afternoon with that.



p!nftflr*hc.
We have a real good (pluristic) decision development here. Many 
agencies influence the way this bridge is developed and its timing.

Sore federal agencies, the state agencies, have if not the authority to 
kill the project, or not to give permits, some of them have that authority, 
many of them have a perrogative if they will to delay the project. It's 
our responsibility to try and keep with these agencies, and keep them 
moving on our schedule. W u n d e r s t a n d  they have other work to do, but 
we try to like trying for them to accomplish their role, but we have a 
Steering Cantu.ttee that has the most involved agencies, Municipality of 
Anchorage, Mat-Su Borough, Air Force, Army, Navy, Alaska Railroad 
participate on that Steering Comittee. But I've only just written down 
a few of the acronyms for the various federal agencies that we are
working with and the State agencies that appear al$o. Just by the
number of people to keep communications open with when we need something 
from them, they knew it and have time to respond.

We have completed several items of work, a^fcoping required by the 
environmental process, also part of the public participation involvement 
process; an economic feasibility report that shews the project to be 
quite economic. Economically valuable project. Corridor Alternative 
Analysis, is a report that I believe all of you have sent a copy of a 
final corridor alternatives analysis and the alignments definition which 
narrowed the corridors down from, I'm sure you've seen this octopus
drawing; we're looldng at essentially one road corridor two bridge
corridors and we have those alignments refined. I might point out to 
you on the strip map, is a part of the alignment that they did in 
Anchorage, it heads out towards your left over Knik Arm in the downtown 
crossing alignment....beginning at Sheep Creek ... and ending out at the 
other side. The second alignment which is the Elmendorf Crossing which 
would run through Elmendorf Air Force Base. (Referred to a different 
strip map)

The work we have underway is conception of the design with a bridge, an 
environment impact assessment statement will be out in late May, and 
that I guess is important for you people to knew that we will be back to 
give you a presentation on that. Geoteehnical Investigations this 
summer; we don't want to do geoteehnical investigations to far in 
advance of the alignment selection because we want to drill these very 
expensive holes where we expect the bridge to be located, so those will 
be done this summer, it's an expensive activity. Implementation plan­
ning is what we want to bring back you next session for how to finance 
and carry forward this project. Right-of-Way Evaluation is in process 
and we have some preliminary reading on that. Bid Documents for the 
Crossing will be prepared and we'll be ready to go to the street by the 
time I'm back here next year.

The budget from our original appropriation is $5.5 million. Our con­
tracts with our consultant beam is a total of about $4.5 million and our 
balance in January was $3 million. Balance in June will be about $1.9 
imillion and through the summer as we drill the holes and get into the 
first quarter of ne>:t year, all. of those funds will be consumed because 
we wili produce what we were assigned to produce in the form of (business? 
bidding?) documents.



This year there was a Senate appropriation of $5 million for north and 
south approach roads and highway matching funds of $5 million also for a 
north and south approach roads. I'm sure many of you understand the 
(distirft) difference between the authority that we receive and expend 
this appropriation so I won't draw that distinction, I'll try to answer 
questions.

QUESTION: Once that environmental impact statement is released, (late in 
May) will you come back to us and give us an accelerated road project 
plan? Expound on it?

ANSWER: Yes

QUESTION: What I'm trying to do is step up the ....What I'm asking, is 
how much of a time line do you give us that information?

ANSWER: Let me speak to the schedule of the ...and I'll show you what
we have to accomplish before the first quarter of next year.

CROSSING ALTERNATIVES are the downtown and Elmendorf project, they 
include several components, we've broken them into forms because of the 
very large expense, sc that we can schedule and program these expenses 
or to mitigate the one time chance for them.

(Referring to map) On the downtown project the Seward Connector, the 
downtown crossing is the bridge from the intersection at almost the 
water's edge, will be the bridge crossing itself would be defined to 
begin and runs up to the Spruce interchange on the Mat-Su side. Then 
segmsnt one of the Mat-Su connector goes ...up to Pt. McKenzie access 
road. Segment 2 runs from that point up to the Parks Hwy, again to 
decree our legislative assignment. The Elmendorf project has a Glenn 
connector which connected with the Glenn Hwy. The crossing which the is 
the bridge itself and identically the same approach road on the Mat-Su 
side of the arm.

The environmental impact statement clauses requires that we consider 
some no crossing alternatives, a no-action option is fundamental, we 
have to have it in there. It would be essentially continue to construct 
AMATS, Mat-Su, and DOT plans without the bridge. The transit option
would be couple ....which is we certainly  and a little capital
option which would be essential to expand the existing highways as they 
run around Knik Arm.

QUESTION: The chart shews highway crossing in 1986-1990, what is the 
highway crossing?

ANSWER: That's the bridge.

QUESTION: Then Anchorage connector 2000-2001, that's

ANSWER: That is cast-west viaduct if you will that runs over the
Seward Highway, and I'll explain why that is shown in that schedule.

D



Let ms explain right new, we want to identify what is the minimum cost 
to get a bridge crossing, highway crossing across the Knik Arm. Then, 
because the first year utilization won't be its ultimate utilization, 
how long car. we defer the connecting road costs until there are needed.
I think the key thing to knew, is that by 1991 when we open the bridge, 
we'll certainly not knew an awful lot better, what the demand will be 
for that Seward connector and we want to identify that decision that can 
be deferred so that they don't overwhelm the project cost.

An important consideration that the bridge crossing is the Alaska 
Railroad. In the final corridor alternatives analysis report we gave to 
you indicated the dcwntcwn alignment could not receive the railroad 
crossing causes....that was incorrect. The ...jd.ll make that correction.

Both crossings can receive a rail in combination with the highway. It 
will cost $5)0-100 million more to strengthen the bridge so that it vrould 
support a railroad crossing. That does not get you the crossing, that 
just gives you the bridge strong enough to install the railroad later 
on.

We are carrying along with this process, for the benefit of the legislature 
to make a determination, the conceptual design cost estimates, environ­
mental assessment, right-of-way studies for a railroad crossing. The 
financing will be broken out. The concept of a separate bridge will be 
considered. I think that's because the points in decision timing. We 
are looking at the bridge or a rail crossing, maybe 15 years from new. 
$50-100 million expense new for a bridge that might be used 15-20 years 
from now is a substantial caunitment of funds. We want to make sure 
that that's identified and broken out and analyzed very carefully.

QUESTION: Could you clarify strengthening the rail? Is that a decision 
that has to be made new? Or can the design be such that we can add the 
strengthen components at any time. In other words we have to spend the 
$100 million or whatever up-front? Or is that going to be the cost of 
the additional support which we can add 5 years from new or 30 years 
from now?

ANSWER: No, it's a decision that this is on the advise of our bridge
engineers, it will have to be made when the bridge is released for bid. 
Consider for example that the bridge on the downtown alignment would 
probably run diMi the middle of the bridge. It would come up at a 
different grade from the highway approaches, more gradual slope and 
merge with the bridge, it needs to be in the middle, so the piers have 
to be set farther apart for the east and west traffic lane.

QUESTION: If I may then, when we make the financing plan we have to
make that decision at that time with the finance? it's going to roll 
into the financing package at that time we'll have to make the railroad 
decision.

QUESTION: Could you provide us at a time that is convenient the cost of 
such a reinforcement new ....



ANSWER: Well, the railroad says gee we don't knew, but we think 15-20
years from now is there input. We  will knew an awful lot more about the 
disposition of the railroad after this legislative session, conclusion 
of next year. We're working with the railroad to develop that. We want 
to bring to you much more facts then I can present right now. We're not 
completed with our work. We want to consider, because of the very large 
expense, the project as a separate project. It can be builts with this 
project. We want to make sure that we identify not add without clarifying 
clearly to you that $50-100 million more would be needed. We're going 
to show that on a different breakout.

QUESTION: There's been alot of legislation that we've had before that is 
providing for revenue bonds. And if I understand my revenue bonds, 
being different from general obligation bonds where the voters must 
vote, revenue bonds is something we have to deal with as the legislature. 
If we deal with revenue bonds this legislature and we have your toll 
bridge concept how does this inpact your timing. We may want to pass in 
this legislature our authority and our bonding mechanism which would put 
the finances with the financial mechanism into place to dD the project.
Do you feel that you're sufficiently coordinated with that timing 
mechanism?

ANSWER: Yes, as a matter of fact, on the CSHB 661, it'll be beneficial
to have that legislation pass this session, cause in our implementation 
we would be dealing with a known mechanism. We're not present to the 
legislature which I think could be best described as a menu. We're 
going to make a recommendation, maybe one or t(c$> recommendations on how 
best to finance this. But, it would be very nice to have known to us 
that we can't have the authority to sell revenue bonds ...toll col­
lection capability.

Let me talk to that financing plan just a minute. The downtown crossing 
to get the highway across the arm connected into a road system properly, 
about $500 million; the Elmendorf is about $375 million. The Elmendorf 
crossing, that includes relocating military facilities on Elmendorf 
(refer to strip map) there's alot different things we have to dodge.
The military lias alot of secret missions, they're going to be coming 
back to us with what their relocation costs are, but it could be some­
what more; they could run this cost up considerably. But those are key 
numbers to keep in mind. About $550 million for downtown, $375 million 
for Elmendorf. That east-west viaduct is $100 million, that's why we've 
broken it out separately; it's not essential to the bridge to get into 
operation and be useful for soire time before this bill.

QUESTION: Is the military prepared to give up the RCW across the land?
How are we protected again cost overrun? What's our protection, are you 
talking hard money contract?

ANSWER: The military is not at this time prepared to give that ROW up.
They want to do a study, they have their ...consultant on board to do 
that. The cost overrun protection. Well, when we conplete our study 
and have our bidding documents we will have a conservative cost esti­
mate, our engineers will be preparing that for us. We should be taking
a look at the potential for sensitivity in raie of those costs. I think



the best encouragement you would have there is if we had an estimate,
put it out to bid, the bids will come back, and that bid is a con­
struction bid and there are always ...contingency money, but it should 
be very close to what we get back to the bid.

Very quickly, and this gets, and I could spend quite a bit of time with
this, but again our menu, to the legislature would involve several 
potential mechanisms. The revenue bonds, private design built finance 
concept, maybe the sell of sane resource to raise money, that's a 
possibility. Line the local improvement district or portion of the 
bridge, state appropriation, or combination of these and other mechanisms.

Important chart shows the benefit and cost as they crew to the project. 
Conservative estimate requires an investment from the S^ate. Ot/r toll 
revenues can essentially support a certain amount of borrowing. Federal 
funds are available for the connecting roads. This would speak to 
Senator Pestinger questions about why move these investments down later 
on, is essentially so we don't have just an enormous 3-5 year appro­
priation.

QUESTION: It looks to me like there's about 20,000 acres of land here 
that in all liklihood would be developed and I don't knew if sere of 
this is swamp (alot of it is pretty good) but 20,000 acres ...let's say 
that the depreciation in value of those 20,000 acres would pay the 
$10,000 an acre would that be fair? Is the day the bridge, .more than it 
is new.

ANSWER: (Ward)The day the bridge is done it worths $10,000 more an
acre, yes.

QUESTION: That's $200 million in net increase of the value of that 
property.

ANJ..ER: (Ward) That is one of his planning scenarios that will be
presented to the Legislature next year, the land acquisition into the 
base which the, under the International Airport bonding meclianism, they 
can accept the land injection or money injection. So that is one of the 
scenarios that should be coming back in the menu that he is speaking. 
Where we will not use money we will land which is the same as money, but 
it will have a land base such as maybe mental health or the U of A  does 
it at present time.

Very quickly responding to that, keep in mind that alot of that land was 
in STate ownership has been claimed by the Mat-Su Borough. The land 
status is owned by the Mat-Su borough, the value capture which is a term 
often used for that delta, value depreciation is also owned by Mat-Su 
because...the land. The State does awn same land there, but not as much 
as you might think.

QUESTION: The RCW corridor that goes all the way up to Houston, that 
should have equal appreciation in...I'm sure there's alot of State land 
that's owned ...



ANSWER: That land is nore of what we'll be looking at, we can't sell
land the State doesn't cwn. But also, the real appreciation is remeiriber 
the ....there is going to be on the land ...opposite the down tcwn 
development of Anchorage, I think we'll see a Twin City type development 
package and that will be very high value land. Much more.....

We have a nuirber of activities that have to be completed and we can talk 
a little bit more in detail when I have a little more time about what 
those things are, but the conclusion is that we will n'jed authority, 
prcbably funding from the Legislature and that's why we're targeting 
even though we're going to be done a little bit early. We're on schedule 
and we want to stay that way, but we want to work with the Legislature 
as we develop seme of these ...the EIS, and various other things to be 
able to respond to questions, and this group is very important to that 
process, so that when we come back in the next legislative session, we 
will have some exchange of information, everybody will be reading off 
the same sheet of music, but we will then have a chance to carmunicate.

QUESTION: Last year the House passed a bill for the Knik Arm authority, 
and that was on the advise of the carmissioner who said that, at least 
to the... the department felt no legislation...this has changed new.

ANSWER: The bill CSHB 661 would be our recamendation that that be
passed, give DOT the authority to ...and use those tolls to make principal 
interest payments on revenue bonds.

QUESTION: So it's not the ..concept....

Ward: Speak towards HB 294 and HB 295 which passed the House. Last
year speaking to Carmissioner Casey and the House felt that we wanted to 
take this project out of the Department of Transportion and Public 
Facilities planning and put it into an authority. This apparently was 
too the Governor came and lobbies along with the Ccmmissioner saying 
that they did not need legislation to build the Knik Arm Crossing, so 
these two bills sponsored by Speaker Hayes died in the Senate, or are 
still in the Senate.

House Bill 661 was introduced this year at the request of the Governor 
and by Mr. Olsen who has gone through and found that there does need to 
be sane legislation, you can's build large things without the legisla­
ture approving them. We found a small oversight on HB 661 and we've 
corrected that a put a CS in and so that they forgot to put the word 
Knik Arm in there, that was an oversight and that has been taken care 
of. So the CS now reflects....1 told the Governor about the oversight 
rnd he looked very astonished that it had fallen out through the cracks 
like that, so here I am carrying his water once again...it is in there 
now it's in the CS and it was an oversight and incidentally there is no 
objection from the Department of Transportation and Public Facilities 
for it being place in there. They wanted a framework one and we, sane 
of the people involved, that there cold be a misunderstanding since the 
Gastineau Channel wanted a bridge too, we wanted to be sure that Knik 
got first, so that's why the CS reads the way it is.



Asked for Sub-carmittee for purpose of adopting a resolution to support 
the KNik Arm crossing for next week's agenda.

Made motion that form a subcommittee for the purpose of creating a 
resolution from the Anchorage Cai.icus for supporting the KNik ARm Crossing 
in conjunction with the legislation that's before us new as supporting 
the project.

Brief discussion

Sub-Corrmittee Members: Representatives Lindauer, Liska, Ward; Senators
Pettyjohn, Josephons, Halford

QUESTION: I don't quite understand, ve have two concepts here the 
downtown bridge and an Elmendorf bridge, it appears to me the DOT feels 
the Elmendorf crossing is the best way to go. Has that decision been 
made.

ANSWER: I think the key to note is they're very different projects in
the way that they approach Anchorage ...

QUESTION: But the decision has not yet been made.

ANSWER: We are carrying both alternative to the environmental inpact
statement process, the decision is made after that.

QUESTION: The downtown crossinc, requires no military lands RCW?

ANSWER: Yes,

Further questions/answers couldn't understand as several people talking 
at once.

We can not, we don't have: enought information to eliminate the Elmendorf
Crossing we have (not) completed our studies for officially rule on
that....

Bussell: ...haven't spoken about the enterprise fund or this inclusion
of land into the fund, th=* enterprise fund as you knew holds the 
Anchorage Airport as well as the Fairbanks Airport and a great deal of 
State land is in involved in that enterprise fund. When they talk about 
adding land t the crossing fund, the thoughts were that that fund could 
lie expanded and possibly renamed to include the crossing authority. By 
adding additional land to the enterprise, it then would be able to 
collect its own fees and tariffs much as the, same way the Internationa? 
Airport does right now. In conjunction wild) those other two sources, 
would become a viable source to sell its own bonds and build its own 
bridge and collect possibly its own accesses. Those of you who have 
talked to Mr. Olsen, incidentally, I'm awfully glad that MR. Olsen's on 
board, it's the first indication that I've had that the Dept, of Hwys is 
serious and it's going to respond to the legislature in building this 
bridge. Up until the time he came, I absolutely believe that all we got 
was rhetoric and run around at the continued expense for nothing. And 1 
am very happy to see him here.



I think the enterprise fund, even though the DOT doesn’t think its worth 
considering, I think it is definitely worth considering and probably the 
roost viable way of getting that bridge built and having it control its 
own destiny and getting it done on tiroe.

Brief thank yous, end of meeting.
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H B  661 r e l a t i n g  to r e v e n u e  b o n d s  for h i g h w a y ,  r o a d  and 
b r i d g e  f a c i l i t i e s  is c u r r e n t l y  in y o u r  c o m m i t t e e .  T h i s  
b i l l  w a s  i n t r o d u c e d  b y  t h e  G o v e r n o r .  I n l s o  u n d e r s t a n d  the 
a d m i n i s t r a t i o n  s u p p o r t s  t h e  p r o p o s e d  s u b s t i t u t e  b y  the 
c o m m i t t e e .

T o  g i v e  th i s  b i l l  an o p p o r t u n i t y  for p a s s a g e  b y  the S e n ate, 
it is i m p e r a t i v e  it be  m o v e d  a l o n g  q u i c k l y .  I r e q u e s t  t h a t  
y o u  m o v e  the b i l l  f r o m  y o u r  c o m m i t t e e  as soon as p o s s i b l e .

T h a n k s .



BILL HB0661

PAGE 02562
DATE 02/13/84
CHAM3ER HOUSE
TEXT HOUSE BILL NO. 661 by the Rules Committee by request of the

Governor, entitled:
"An Act relating to the acquisition, 

construction, equipping, and mainte­

nance of toll facilities funded by 
revenue bonds and providing toll 

collection authority." 
was read the first time and referred to the Transportation 

and Finance Committees.

BILL HB0661

PAGE 02563
DATE 02/13/84

CHAMBER HOUSE
TEXT A fiscal note was attached which appears in House Journal

Supplement No. 92. The Governor's transmittal letter dated 

February 13, 1984, appears below:
"Dear Representative Hayes:
Under the authority of art. Ill, sec. 18, of the Alaska 

Constitution, I am transmitting a bill relating to toll 

bridges and highways. This bill addresses both the au­

thority for construction and maintenance of the facilities 
and their funding through revenue bonding. The bill gives 

this authority to the Department of Transportation and 

Public Facilities and avoids unnecessary duplication of 
personnel in the administration of toll facilities. The 
language in the bill is based on language in AS 37.15.- 
410 37.15.550, dealing with international airports rev­

enue bonds.
The bill provides that the acquisition, construction, or 
equipping of toll facilities may be accomplished through 
the issuance of revenue bonds. It creates special funds 
for the accounting and management of proceeds of the bond 

sales and for the redemption or refunding of the bonds.
It further allows the retention, in the toll facilities 
revenue fund created in AS 37.15.630, of money generated 
through toll collection. This money will then be used for 

payment of interest on the bonds and redemption as the 

bonds mature.
Money received from tolls collected and placed in the rev­
enue fund is also made available for the purposes of pay­

ing for normal maintenance and operation of the toll fa­

cilities, replacement of the facilities, and other costs 
associated with the ownership of the facilities. The mon­

ey would not be available for general appropriation by the 

legislature but would be protected for use for those pur­

poses set out in AS 37.15.630. This does not violate the 
"dedicated funds" prohibition contained in art. IX, sec.
7, of the Alaska Constitution inasmuch as the funds are 

segregated for the purpose of guaranteeing payment of 

bonds and securing the collateral for the bonds.



This bill provides an opportunity to meet certain needs of 

the state's highway system in an era when general fund 
appropriations might not be possible for that important 

purpose. I urge your prompt consideration and action on 

this measure.
Sincerely,

/s/ Bill"Sheffield 

Bill Sheffield 

Governor"

BILL HB0661
PAGE 03304
DATE 04/12/84
CHAMBER HOUSE
TEXT The Transportation Committee has had HOUSE BILL NO. 661

(relating to the acquisition, construction, equipping, and 
maintenance of toll facilities funded by revenue bonds and 
providing toll collection authority) undfr consideration, 

recommends it be replaced with COMMITTEE SUBSTITUTE FOR 

HOUSE BILL NO. 661 (Transportation):
"An Act authorizing the construction of 
the Knik Arm Crossing and relating to the 

acquisition, construction, equipping, and 
maintenance of toll facilities funded by 
revenue bonds and providing toll collec­

tion authority." 
and reports it back as ‘follows: M. W. Miller (Chairman),
Abood, Szymanski and Bettisworth recommend do pass; McBride 

and Davis recommend do not pass; Flood has no recommendation. 

A fiscal note was attached.
HB 661 was referred to the Finance Committee.

The fiscal note appears in House Journal Supplement No. 127.



Toll Facility 

Revenue Bonds

Toll Facility 
Revenue Bonds

HOUSE BILL NO. 6 6 1 . by the Rules Committee by Request of the 

Governor. Relates to the acquisition, construction, equip­
ping, and maintenance of toll facilities funded by revenue bonds. 

See accompanying letter from the Governor. Does not provide for an 
effective date (becomes law 90 days after Governor signs bill).

Introduced February 13 and referred to Transportation, Finance.

In his message transmitting the bill, Governor Sheffield stated:

U nd er the a uc h o r i c v  of arc. Ill, sec. 18, of rhe Alasi.j 
Co ns tit ut ion , i <ua' t r a n s m i t t i n g  a bil l r e j at i ng  to 
br id ges  and highw ays . This bill a d d r e s s e s  bot.i thr 
chorlcy for c o n s t r u c t i o n  and mainteiiaint: of the iaoi' ; 1 » 
and their fu n d i n g  ch r ou g h re ve n u e bondin g.  Th e bi ii g w t s  
chis au th o r it y  to che D e p a rt m e nt  of T r a n s p o r t a t i o n  and 
Public F a c i li t ie s  and a vo i d s  u n n e c e s s a r y  du p l i c a t i o n  of 
p e rs o nn e l in che a d m i n i s t r a t i o n  of toll facil it ie s. The 
language in the bill is ba se d on la ng ua ge in AS 37.15.- 
410 -- 37.15. 55 0,  d e al i n g  w i t h  i n t e r n a t i o n a l  ai rp o r t s  r e v­
enue bonds.

T he  bi ll provi des  chac che ac qu isi tio n,  c o n s tr uc t i on ,  or 
eq u i p p i n g  of  ro il f ac i li t ie s  may  be a c c o m p l i s h e d  thr ough 
the i ssu an ce  of r e ven ue  b on ds.  It c re at es  s p ec i a l funds 
for che a c c o u n t i n g  and m a n a g e m e n t  of  pro c ee d s  of Che bond 
sales and for the r e d e m p t i o n  or re f u n d i n g  of the bonds.
It further al lo w s  the re te nti on . In the coll fa cil iti es  
reven ue  fund cr e a te d  in AS 37.15.630, of  m o n e y  g e n e ra t e d 
th ro ugh  toil c o l l e c t i o n .  This m o n e y  w il l then be  us ed  for 
pa yme nt of intere st  on tis bonds and r e d e m p t i o n  as the 

bonds mature.

M o n e y  re c ei v ed  from t o l l s 'c o l l e c t e d  and p la ced  in che re v­
enue fund is al so  m a de  a v a i l a b l e  for the purpose s of p a y­
ing for n o rm a l m a i n t e n a n c e  and o p e r a t i o n  of the coll fa­
cilities, r e p i a ce m en t  of che facilities, and o che r costs 
a s so c ia t e d w it h  Che o w n e r s h i p  of che fa ci llc ie j.  The m o n­
ey wo uld  not be a v a i l a b l e  for ge ne ra l . ro pr la clo n by che 
legisl at ure  buc w ou l d be p ro t e c t e d  £o. for chose p u r­

poses sec out in AS 37. 15 .6 3 0 . This < sot vl o l a c e  che 
" d edi ca te d funds" p r o h i b i t i o n  co nt a ln e  arc. IX. see.
7, of the Al a sk a  C o n s t i t u t i o n  inasmuch che funds are
se gr eg a te d  for che p u r p o s e  of  g u a r a n c e . - n g  pa ym en t or 
bonds and s e c ur i ng  che c o l l a t e r a l  tor Che bonds.

This bill pr ov i de s  an o p p o r t u n i t y  to meet ce rt a in  needs of 
che stace' s h i g h w a y  sy s t em  in an era w h t n  ge ne ral  funu 
a p p r op r ia t i on s  m ig h t  not be p o s s i bl e  for chat imporcanc 
purpose. I  u rg e  y our  pr o mp t  co ns i d e r a t i o n  and action  on 

chis measur e.

HOUSE BILL NO. 661. (see page 372). Reported back t )  the 

House April 12 by Transportation recommending it be replaced 
with a substitute and as follows: M. W. Miller (Chair), Abood,
Szymanski and Bettisworth recommend it do pass. McBride and Davis 
recommend do not pass. Flood has no recommendation. To Finance.

Transportation adds a new section that states: "Sec. 37.15.730.

Knik Arm g. Notwithstanding the provisions of AS 37.15.720
the rirst atate toll facility to be constructed is the Knik Arm 
Crossing near Anchorage." (The provisions of sec. 720 authorize 
the state to " ... acquire, construct, equip and maintain toll 
bridges, highways, roads, crossings, and causeways found to 

necessary by the commissioner of transportation and public 
facilities."— "crossings" is added by this substitute.) Adds 
reference to section 730 throughout the bill.

Transportation cleans up language throughout the bill. "Crossings" 
is also added to the definition of "toll facilities" in the 
definition section of the bi l l t
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STATE OF ALASKA 1984 LEGISLATIVE SESSION 
FISCAL NOTE

Revision Date:

REQUEST P a 9 e 1 o f  2 FISCAL DETAIL

B i 11/Resolution No.: CSHB 661 (T r s p )Agency Affected:___________
Title: DOT&PF Toll Facilities " Program Category Affected:

Financing Bill
Sponsor: Office of the Governor 
Requestor:

Transportation

Date of Request:

BRU, Program or Subprogram!s) Affected: 

Mainr Projects Management_____________

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING

FY 84 F'Y"33 FY 86 fY 87 FY 88 ' FY 89

100 PERSONAL SERVICES 

200 TRAVEL 

300 CONTRACTUAL 

LOO SUPPLIES

500 EQUIPMENT 

600 LAND & STRUCTURES 
700 GRANTS, C U I U S  

BOO HISCEL UN EO US

t o t a l  O p e r a t i n g o n l *

1 CAPITAL n (?)* 1

£ r e v e nU F

FUNDING: (Thousands of Pol ars)
GENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

0 141*

POSITIONS:
FULL-TIHE

PART-TIME

TEMPORARY

0 (51*

*See attached notes
SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Costs of issuing revenue bonds will be recovered in the bond sale and liquidated 
from project revenues. There is, therefore, no fiscal impact from the bill. 
Fiscal impacts from specific projects will be considered if and when legislation 
is introduced to contribute capital or operating funds to the projects.

ANALYSIS: Attach a separate page for analysis

Prepared By: ,]nhn R. m < ; n n G4 3 ^ Phone:

Division: Major Projects! Management a Date:

Approved by Commissi oner

I r\ i
Date:

Agency: DOT&PF R. J. Knapp 'i

Distribution (by Agency preparing fiscal notel 
Legislative Finance 
Legislative Sponsor 
Requestor

Office of Management and Budget 
Impacted Agency(ies)

March ?q. 1QR4

12/1/83



FI S C A L  N O T E  BA C K U P

T O L L  F A C I L I T I E S  F I N A N C I N G

CS HB 6 6 1 ( T r s p ) P a g e  2 of 2

(1) The bill w i l l  a l l o w  D O T & P F  to sell r e v e n u e  b o n d s  to f .nance 
toll p r o d u c i n g  t r a n s p o r t a t i o n  facili t i e s .  T h e  f i rst p r o j e c t  
to be f i n a n c e d  w i l l  be the K n i k  A ''-ossing n e a r  A n c h o r a g e .  
C o s t s  a s s o c i a t e d  w i t h  the bond is:. wi l l  be r e c o v e r e d  with 
the i s s u e  and p a i d  fr o m  r e v e n u e s .  O p e r a t i n g  and o t n e r  c o s t s  
wi l l  a l s o  be paid f r o m  toll revenues. As a r e s u l t ,  n o  net 
o p e r a t i n g  c o s t s  w i l l  ac c r u e  f r o m  the bill. A n y  l e g i s l a t e d  
c o n t r i b u t i o n s  to o o e r a t i n g  costs for s p e c i f i c  f a c i l i t i e s ,
(such as K n i k  A r m  Cross i n g )  w ould be the s u b j e c t  of s e p a r a t e  
l e g i s l a t i o n  and the fiscal impact w o u l d  be c o n s i d e r e d  with 
such l e g i s l a t i o n .

(2) The bi l l  s e e k s  to c o n s t r u c t  capital f a c i l i t i e s  t h r o u g h  the 
sale of r e v e n u e  bonds. Any l e g i s l a t e d  c o n t r i b u t i o n s  to 
c a pital, if recruired, would be the s u b j e c t  of s e p a r a t e  
l e g i s l a t i o n  and the fiscal impact would be c o n s i d e r e d  wi t h  
such l e g i s l a t i o n .

(3) F a c i l i t i e s  c o n s t r u c t e d  under the bill w i l l  be r e v e n u e  p r o­
ducin g .  The r e v e n u e s  will c o n t r i b u t e  to c a p i t a l  and o p e r a t i n g  
c o s t s  as e x p l a i n e d  in notes (1) and (2) above.

(4) F e d e r a l  Fund e l i g i b i l i t y  will be d e t e r m i n e d  on a p r o j e c t  by 
p r o j e c t  basis.

(5) E m p l o y e e  c o sts and p o s i t i o n s  a r i sing from f a c i l i t y  o p e r a t i o n  
will be paid f r o m  p r o j e c t  revenues.



1 ' STATE OF ALASKA 1984 LEGISLATIVE SESSION 
FISCAL NOTE

Revision Date

REQUEST P a g e  1 of 2
Bill/Resolution No: CS HB 661 (Trans.)
Title: Knik Ann Crossing and Toll______
Fa cilities__________________________ ___________

FISCAL DETAIL
Agency Affected: State Bond Committee 
Program Category Affected:_____________

Sponsor: House Transportation
Requestor: House Finance_________
Date of Request: April 13, 1984

3RU, Program of Subprogram(s) Affected:

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING
100 PERSONAL SERVICES
200 TRAVEL

300 CONTRACTUAL
400 SUPPLIES

500 EQUIPMENT

600 LANDS & STRUCTURES

700 GRANTS, CLAIMS

800 MISCELLANEOUS
TOTAL OPERATING

CAPITAL

REVENUE

FUNDING:___(Thousands of Dollars)

FY 84 | FY 85 I FY 86 I FY 87 I FY 88 I FY 89

163000.0 163000.0 163000.0 163000.0 163000.0

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

163000.0 163000.0 |63000.0 163000.0 163000.0

POSITIONS:
| FULL-TIME 

j PART-TIME 

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate page for analysis.

,» H 8P r e p a r e d  By: Milt Barkei

Division: Treasury

Approved by Commissioner:

A g e n c y : _________________________ lv l q

Phone: 465-2350
Date: April 17, 1984 

Date: *V/ / i> V

Distribution (by Agency preparing fiscal note): 
Legislative Finance 
Legislative Sponsor

 Requester
Office of Management and Budget 
Impacted Agency(ies)



CS HB 661 (Transportation) P a g e  2 o f  2 

Fiscal Note Analysis

* ' " -'Hk
$63,000,000 is the estimated annual debt service on the $500,000,000 revenue bonds auuiori.zed 

in CS HE 661. This debt service estimate assumes 20 year bonds at 11Z interest i:o be
conservative. Bonds may have longer maturities and higher or lover interest rates.

- - • • - '  - ’•••■ r% 
The source of funds for debt service would ordinarily be the toll facilities revenue fund.
However, until the first project is operating, there will be no revenues. Therefore, for
FY 85 at least, the fund source would be the toll facilities construction fund. .

NOTE: The amounts requested in this fiscal note need only be appropriated if there is an 'A'>:
appropriation enacted to construct toll facilities with bond proceeds. That is, the fiscal J  
note solely for the authorization of $500,000,000 in bonds is actually zero.
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Pouch Y , S ta te  C ap ito l 
Juneau , A la sk a  99811 

(907) 465-3991

April 4, 1984

MEMORANDUM

TO: Representative Bette Cato
Attention: H  1 Cargill

FROM: David Teal j^a ’
Legislative Analyst

RE: HB 661-Knik Arm Crossing
Research Request 84-080

You requested a brief analysis of HB 661, which authorizes the construc­
tion of ;he Knik Arm crossing. We offer the following comments on the 
draft ccnmittee substitute dated March 15, 1984.

Explanation of HB 661

The bill is a framework for the sale of revenue bonds for the purpose 

of constructing, acquiring, equiping and maintaining toll facilities 
such as bridges and highways. The emphasis (in the bill title) on the 
Knik Ann crossing is therefore somewhat misleading; the bill authorizes 
the sale of bonds for any toll facility "found to be necessary by the 
commissioner of transportation and public facilities." Note, however, 

that Sec. 37.15.730 specifies that the Knik Arm crossing wi 11 be the 
first toll facility to be constructed under the proposed law.1

As you may know, the State issues three types of bonds. Each of the 
three types is briefly described below.

General Obligation Bonds (G.O. Bonds) are backed by the full faith, 
credit and resources of the State. This means that annual debt

iThe prvuent language specifies that the Knik Arm crossing is to be the 
first toll facility constructed with the proceeds of the revenue bonds 
authorized by HB 661~ The language does not preclude use of the con­
struction fund for other m^ans of acquiring toll facilities or for con­
verting existing state roads, highways, bridges, causeways or crossings 
to toll facilities. Once a facility is designated as a toll facility, 
the tolls can be used to pay the cost of operating, maintaining, re­

newing, replacing and repairing the facility.
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service requirements (that is, payment of both principal and inter­
est) have the first claim on all revenues of the State. General 
Obligation Bonds must be authorized by legislation for capital 
improvements and be ratified by the voters cf the state,

International Airport Revenue Bonds are special obligations of the 
State. They are payable from and secured by a first lien on gross 
operating revenues derived from operations of the Anchorage and 
Fairbanks International Airports. The resolution authorizing sale 
of the airport bonds requires that rentals, fees and other airport 
charges be set at a level sufficient to provide annual net revenues 
at least 30 percent higher than annual debt service requirements. 
In practice, the net revenue of the airports has been more than 
five times the amount required for debt service.

Agency Bonds are issued by a number of agencies that have a legal 

‘isten'ce independent of the State. The Alaska Housing Finance 
\ rporation is responsible for about 90 percent of bonded debt 
h d by State agencies. Like revenue bonds, agency debt is self- 
liquidating. That is, principal and interest are payable from 
earnings derived from user charges.

HB 661 is nearly identical to current statutes related to revenue 

bonds for international airports (AS 37.15.410-.550). The maximum 
amount of airport bonds which can be sold is $62.8 million and the 
amount of airport revenue bonds outstanding on June 30, 1983 was $17.4 

million. Similarly, the authorization to issue $500 million in revenue 
bonds for toll facilities does not mean that the entire amount will be 

sold and certainly does not Imply that the entire amount would be used 
to construct the Knik Ar-m crossing.

Analysis of the Knik Arm Crossing

The following analysis of the Knik Arm crossing is based on information 
contained in a feasibility study of the project.2 The analysis is 

highly simplified and is intended to emphasize issues and options rather 
than to project actual circumstances. The attached tables were prepared 
by the agency to aid the analysis. Table A shows projected revenues and 
debt service 1n a "no inflation" scenario. Table B assumes thaA tolls 
increase by five percent per year to offset inflation. The c o H m n s  in 
the tables are discussed below.

2Knik Arm Crossing: Economic Feasibility, prepared for t.*v?» Alaska De­
partment of Transportation and PubVic Facilities by trtPS-Sverdrup, 
April 15, 19d3.
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• Crossings are based on the projections in the feasibility study.
Note that the expected traffic in the first year of operation is 

equivalent to one vehicle every four seconds throughout the 
year. Projected traffic nearly doubles by 2030. Although these 
figures appear somewhat optimistic, I have no suggested alterna­
tive projections. Optimistic traffic counts will overstate 
revenue from tolls.

• Revenue is computed by multiplying annual traffic by the amount

of the toll. Table A is a "no inflation" scenario and assumes 
that tolls remain at $2 per crossing throughout the life of the 
project. Table B shows higher revenues because tolls are 
assumed to increase by five percent per year, which is the rate 
of inflation used in the feasibility study.

• Debt Service is based on the following assumptions:

1) Bonds dra sold to finance only the crossing itself; the 

approaches and other requirements of the project are 
assumed to receive funding from other sources.

2) The crossing is expected to cost $334.6 million, which is 
about 65 percent of the total cost of the project. All 

costs are 1n 1983 dollars.

3) The bonds have a maturity of 2(1 years and carry an inter­

est rate of 10.5 percent. Debt service 1s based on 
standard amortization schedules. If the bonds were sold 
at a lower interest rate, annual and total debt service 
costs would be lower. If the maturity were extended, 
annual debt service would be lower but total Interest 
costs would be higher.

4) The total amount of bonds sold to finance the crossing is 
15 percent above the anticipated cost of tnt crossing. 
The 15 percent cushion Is typical of revenue bond sales. 
The excess is used to cover the costs of the bond Issue 
and to set up reserve accounts.

5) The bonds are sold as required to meet the construction 
cost schedule on page 111-5 of the feasibility study. 
Although this schedule of sales Is unlikely to occur-- 
interim financing is often used while a project 1s under 

construction and bones are often sold as a large Issue 
after a project is coinpleted--it is used because 1t pro­
vides an approximation of interim financing requirements.
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• Debt Service - Revenue is self-explanatory. The figures would 
change if either debt service or revenues were altered.

• Cumulative Cash Shortage is the cumulative amount by which debt 
service exceeds anticipated revenue from tolls. The amount does 
not include the costs of operating or maintaining the project.

The analysis shows that expected revenues from tolls exceeds cumulative 
debt service by the year 2030. However, there is a cash shortage
throughout the life of the 20-year bond issue. Three options to cover 
the cash shortages are discussed below.

• The debt service can be capitalized- v&ich means that more
bonds are sold than are required to construct the crossing. 
The proceeds of the "excess bond" sale are then used to pay the 
difference between toll revenues and debt service on the bond 

package. If the revenue bonds are a tax free issue, the inter­
est cost of the bonds is likely to be less than the interest

that can be earned by investing the bond proceeds. Investing
money at a higher interest rate than the cost of funds is called 
"arbitrage" and 1s generally discouraged by the Internal Revenue 
Service. In addition, bond purchasers night be wary of an 

issue which required capitalization of large portions of total 

debt service costs. Capitalization of interest could increase 
the interest rate on the bond Issue, thereby raising the total 
cost of the project.

' The legislature could annually appropriate funds to pay debt
service costs that exceeded annual revenue from the crossing. 
This situation would not be attractive to potential bond pur­
chasers, especially because one legislature cannot bind future
legislatures to a course of action.

• The bond issue could be reduced so that only a portion of the
cost of the crossing- Ts borrowed in the bond market. This 
would mean that all costs in excess of the bond proceeds would 
have to come from another source. The proposed Major Projects 
Fund is one potential source of funds for the crossing. Under 
current law, the capital budget 1s the most likely source of 
the funds necessary to rt'duce the level of bonding required to 
construct the crossing.

A reduced bond issue 1s the most likely scenario. .John Olson, director 

of major projects for the Department of Transportation, expects that 
borrowing would be limited to about $200 million for a downtown crossing 

and to no more than $125 million if the access 1s through the Elmendorf 
Air Force Base. Debt service on a $'^00 million bond issue would be 

about $24 million per y^ar under the assumptions listed earlier in this
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memorandum. Debt service on $125 million would be about $15 million 
per year. The Department of Transportation expects toll revenues from 
the Elmendorf crossing to be sufficient to pay the debt service costs 

of a $125 million bond issue.

*  *  *

If you have questions on the material in this memorandum or would like 

us to provide additional informationt please call the agency.

DT

Attachments
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Y E A R C R O S S I N G S

( D O L L A R S  AfRE IN H I L L I O N S )  

R E V E N U E *  D E B T  S E R V I C E
D E B T  S E R V I C E  C U M U L A T I V E  
-  R E V E N U E  C A S H  S H O R T A G E

C

1 9 8 5 0 $  0 . 0 0 $  0 . 4 3 $  0 . 4 3 $  0 . 4 3
1 9 8 6 0 0 . 0 0 1 3 . 5 1 1 3 . 5 1 1 3 . 9 4
1 9 8 7 o 0 .  0 0 2 7 . 5 4 2 7 . 5 4 4 1 . 4 8
1 9 8 8 0 0 . 0 0 3 3 .  1 7 3 3 .  1 7 7 9 .  6 5
1 9 8 9 0 0 . 0 0 4 6 . 7 5 4 6 . 7 5 1 2 6 . 4 0
1 9 9 0 2 3 , 5 0 0 1 7 .  1 6 4 6 . 7 5 2 9 . 6 0 1 5 6 . 0 0
1 9 9 1 2 3 , 8 9 5 1 7 . 4 4 4 6 . 7 5 2 9 . 3 1 1 8 5 . 3 0
1 9 9 2 2 4 , 2 9 7 1 7 . 7 4 4 6 . 7 5 2 9 . 0 1 2 1 4 . 3 1
1 9 9 3 2 4 , 7 0 6 1 8 . 0 4 4 6 . 7 5 2 3 . 7 1 2 4 3 . 0 3
1 9 9 4 '•ncr a L \ J  ■( X jIX . 1 8 . 3 4 4 6 . 7 5 2 3 . 4 1 2 7 1 . 4 4
1 9 9 5 2 5 , 5 4 4 1 8 . 6 5 4 6 . 7 5 2 3 .  1 0 2 9 7 . 5 4
1 9 9 6 2 5 , 9 7 4 1 8 . 9 6 4 6 . 7 5 2 7 . 7 9 t  n  “7 t  ~r

1 9 9 7 2 6 , 4 1 1 1 9 . 2 3 4 6 . 7 5 2 7 . 4 7 3 5 4 . 8 0
1 . 9 9 8 2 6 , 8 5 5 1 9 . 6 0 4 6 . 7 5 2 7 .  1 5 3 8 1 . 9 5
1 9 9 9 2 7 , 3 0 7 1 9 . 9 3 4 6 . 7 5 2 6 . 8 2 4 0 8 . 7 6
2 0 0 0 2 7 , 7 6 6 2 0 . 2 7 4 6 . 7 5 2 6 . 4 8 4 3 5 . 2 4
2 0 0 1 2 8 , 2 3 3 2 0 . 6 1 4 6 . 7 5 2 6 .  1 4 4 6 1 . 3 8
2 0 0 2 2 8 , 7 0 8 2 0 .  9 6 4 6 . 7 5 2 5 . 7 9 4 8 7 . 1 3
2 0 0 3 2 9 , 1 9 1 2 1  . . 3 1 4 6 . 7 5 2 5 . 4  4 5 1 2 . 6 2
2 0 0 4 2 9 , 6 8 2 2 1 . 6 7 4 6 . 7 5 2 5 . 0 8 5 3 7 . 7 0
2 0 0 5 3 0 , 1 8 2 2 2 . 0 3 4 6 . 3 2 2 4 . 2 9 5 6 1 . 9 9
2 0 0 6 3 0 , 6 3 9 2 2 .  4 0 3 3 . 2 4 1 0 . 3 4 5 7 2 . 8 2
2 0 0 7 3 1 , 2 0 6 2 2 . 7 3 1 9 . 2 1 — 3 . 5 7 5 6 9 . 2 5
2 0 0 8 3 1 v 7 3 0 2 3 .  1 6 8 . 5 3 - 1 4 . 5 3 5 5 4 . 6 7
2 0 0 9 3 2 , 2 6 4 2 3 , 5 5 0 .  0 0 - 2 3 . 5 5 5 3 1 . 1 2
2 0 1 . 0 3 2 , 8 0 7 2 3 .  9 5 0 . 0 0 - 2 3 . 9 5 5 0 7 . 1 7
2 0 1 1 3 3 , 3 5 9 2 4 . 3 5 0 . 0 0 — 0/1 — 4 8 2 . 8 2
2 0 .1.2 3 3 , 9 2 0 2 4 . 7 6 0 .  0 0 - 2 4 . 7 6 4 5 8 . 0 5
2 0 1 3 3 4 , 4 9 1 2 5 .  .1.3 0 . 0 0 - 2 5 . 1 8 4 3 2 . 0 8
2 0 1  4 3 5 , 0 7 1 2 5 . 6 0 0 .  0 0 - 2 5 . 6 0 4 0 7 . 2 0
2 0 1 5 3 5 , 6 6 1 2 6 . 0 3 0 .. 0 0 - 2 6 . 0 3 3 3 1 . 2 4
2 0 1 6 3 6 , 2 6 1 2 6 , 4 7 0 . 0 0 - 2 6 . 4 7 3 5 4 . 7 7
2 0 1  7 3 6 , 8 7 1 2 6 . 9 2 0 .  0 0 ~ r > A  Q r:> 3 2 7 . 8 6
2 0 1  8 3 7 , 4 9 1 n ~ r  '•v " rA. f M / 0 .  0 0 ”7 T  "7""•L t N •«' 1 3 0 0 . 4  9
2 0 1 9 3 8 , 1 2 2 2 7 . 8 3 C i. 0 0 - 2 7 . 8 3 2 7 2 , 6 6
2 0 2 0 3 8 , 7 6 3 2 3 . 3 0 0 . 0 0 - 2 8 . 3 0 2 4 4 . 3 6
2 0 2 1 3 9 , 4 1 5 2 8 . 7 7 0 . 0 0 - 2 8 , 7 7 ^  r* ; r).It-. \ — / at V.1 /
2 0 2 2 4 0 , 0 7 3 2 9 . 2 6 0 . 0 0 . , 9  0  '*> /- O 1 8 6 . 3 3
2 0 2 3 4 0 , 7 5 2 2 9 . 7 5 0 . 0 0 7  r-::■t .  / m / w ; 1 5 6 . 5 0
2 0 2 4 4 1 , 4 3 8 3 0 . 2 5 0 . 0 0 - 3 0 , 2 5 1 2 6 . 3 3
2 0 2 5 4 2 , 1 3 5 3 0 . 7 6 0 .  0 0 - 3 0 . 7 6 9 5 . 5 8
7 0 7 6 4 2 , 8 4 4 t  i ' ’inJ. a 0 .  0 0 - 3 1 . 2 3 6 4 . 3 0
2 0 2 7 4 3 , 5 6 4 3 1 .. 8 0 0 . 0 0 - 3 1 . 8 0 3 2 . 5 0
2 0 2 8 4 4 , 2 9 7 ~r /-> -r ft 0 .  0 0 - 3 2 . 3 4 0 . 1 6
2 0 2 9 4 5 , 0 4 2 3 2 . 8 8 0 , 0 0 - 3 2 . 8 8 V  /*•) "** V.*oL M / •
7 0 3 0 4 5 , B O O 3 3 . 4 3 0 .  0 0 - 3 3 . 4 3 - 6 6 . 1 5

% a s s ume s  0 . 0 ' .  p e r  y e a r  i n f l a t i o n

(

( PREPARED FOR REPRESENTATIVE BETTE CATO BY THE HOUSE RESEARCH AGENCY 04-04-1984



&

c

c

c

(

i

(

c

c*

c

ki

L

C.

..JWZX* --î M
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A N A L Y SIS  OF THE KMIK ARM CR O SSIM G
( D O L L A R S  A R E  IN M I L L I O N S )

Y E A R C R O S S I N G S R E V E N U E * D E B T  S E R V I C E
D E B T  S E R V I C E  C U M U L A T I V E  
-  R E V E N U E  C A S H  S H O R T A G E

1 9 8 5 0 $  0 . 0 0 $ 0 . 4 3 $  0 . 4 3 $  0  . 4 3
1 9 8 6 0 0. 0 0 13. 51 1 3 . 5 1 1 3 . 9 4
1 9 8 7 o 0. 0 0 2 7 . 5 4 2 7 . 5 4 4 1 . 4 8
1 9 8 8 0 0 . 0 0 38. 17 3 8 .  17 7 9 . 6 5
1 9 8 9 o 0. 0 0 4 6 . 7 5 4 6 . 7 5 1 2 6 . 4 0
1 9 9 0 2 3 , 5 0 0 17. 16 4 6 . 7 5 2 9 . 6 0 1 5 6 . 0 0
1 9 9 1 2 3 , 8 9 5 1 8 . 3 2 4 6 . 7 5 28. 4 3 1 8 4 . 4 3
1 9 9 2 2 4 , 2 9 7 1 9 . 5 6 4 6 . 7 5 27. 19 2 1 1 . 6 2
1 9 9 3 2 4 , 7 0 6 2 0 . 8 8 4 6 . 7 5 2 5 . 8 7 2 3 7 . 5 0
1 9 9 4 2 5 , 1 2 2 riqJ-c. IX . / 4 6 . 7 5 2 4. 4 6 2 6 1 . 9 6
1 9 9 5 2 5 , 5 4 4 2 3 . 8 0 4 6 . 7 5 2 2 . 9 5 2 8 4 . 9 1
1 9 9 6 2 5 , 9 7 4 2 5 . 4 1 46. 7 5 2 1 . 3 4 3 0 6 . 2 5
1 9 9 7 2 6 , 4 1 1 27. 13 4 6 . 7 5 1 9 . 6 2 3 2 5 . 8 7
1 9 9 8 2 6 , 8 5 5 2 8 . 9 6 4 6 . 7 5 1 7 . 7 9 3 4 3 . 6 5
1 9 9 9 2 7 , 3 0 7 3 0 . 9 2 4 6 . 7 5 1 5 . 8 3 3 5 9 . 4 8
2 0 0 0 2 7 , 7 6 6 3 3 . 0 2 4 6 . 7 5 1 3 . 7 3 3 7 3 . 2 1
2 0 0 1 2 8 , 2 3 3 3 5 . 2 5 4 6 . 7 5 11. 5 0 3 8 4 . 7 1
2 0 0 2 2 8 , 7 0 8 3 7 . 6 4 4 6 . 7 5 9. 11 3 9 3 . 8 3
2 0 0 3 2 9 , 1 9 1 4 0 .  18 4 6 . 7 5 6 . 5 7 4 0 0 . 3 9
2 0 0 4 2 9 , 6 8 2 42. 9 0 4 6 . 7 5 3 . 8 5 4 0 4 . 2 4
2 0 0 5 3 0 , 1 8 2 4 5 . 8 0 4 6 . 3 2 0 . 5 2 4 0 4 . 7 6
2 0 0 6 3 0 , 6 8 9 4 3 . 9 0 3 3 . 2 4 - 1 5 . 6 6 3 8 9 .  I'D
2 0 0 7 3 1 , 2 0 6 5 2 . 2 1 1 9 . 2 1 - 3 3 . 0 0 3 5 6 . 0 9
2 0 0 8 3 1 , 7 3 0 5 5 . 7 5 8 . 5 8 - 4 7 . 1 7 3 0 8  «r93
2 0 0 9 3 2 , 2 6 4 5 9 . 5 2 0 . 0 0 - 5 9 . 5 2 2 4 9 . 4 1
2 0 1 0 3 2 , 8 0 7 6 3. 5 4 0 . 0 0 - 6 3 . 5 4 1 3 5 . 8 7
2 0 1 1 3 3 , 3 5 9 6 7 . 8 4 0 . 0 0 - 6 7 . 8 4 1 1 8 . 0 2

2 0 1 2 3 3 , 9 2 0 72. 4 3 0 . 0 0 - 7 2 . 4 3 4 5 . 5 9

2 0 1 3 3 4 , 4 9 1 7 7 . 3 4 0 . 0 0 - 7 7 . 3 4 - 3 1 . 7 5
2 0 1.4 3 5 , 0 7 1 8 2 . 5 7 0 . 0 0 - 8 2 . 5 7 - 1 1 4 . 3 1
20.1.5 3 5 , 6 6 1 88. 1 5 0 » 0 0 - 8 8 . 1 5 - 2 0 2 . 4 7
2 0 1 6 3 6 , 2 6 1 94. 12 0 . 0 0 - 9 4 . 1 2 - 2 9 6 . 5 9
2 0 1 7 3 6 , 8 7 1 1 0 0 . 4 9 0 . 0 0 - 1 0 0 . 4 9 - 3 9 7 . 0 8

2 0 1 8 3 7 , 4 9 1 1 0 7 . 2 9 0. 0 0 - 1 0 7 . 2 9 - 5 0 4 . 3 6
2 0 1 9 3 8 , 1 2 2 1 1 4 . 5 5 0 , 0 0 - 1 1 4 . 5 5 - 6 1 3 . 9 1
2 0 2 0 3 8 , 7 6 3 1 2 2 . 3 0 0 . 0 0 - 1 2 2 . 3 0 - 7 4 1 . 2 1
2 0 2 1 3 9 , 4 1 5 1 3 0 . 5 7 0 . 0 0 - 1 3 0 . 5 7 - 8 7 1 . 7 8
2 0 7 2 4 0 , 0 7 8 1 3 9 . 4 1 0  0 0 - 1 3 9 . 4 1 - 1 , O i l . 19

2 0 2 3 4 0 , 7 5 2 1 4 8 . 8 4 0 . 0 0 - 1 4 8 . 8 4 - 1 , 1 6 0 . 0 3

2 0 2 4 4 1 , 4 3 8 1 5 8 . 9 1 0 . 0 0 -153,9.1. - 1 , 3 1 8 . 9 4

2 0 2 5 4 2 , 1 3 5 1 6 9 . 6 6 0. 0 0 - 1 6 9 . 6 6 - 1 , 4 8 8 . 6 0

7 0 7 6 4 2 , 8 4 4 1 8 1 . 1 4 0 . 0 0 - 1 8 1 . 1 4 - 1 , 6 6 9  7 4

2 0 2 7 4 3 , 5 6 4 1 9 3 . 4 0 0 . 0 0 - 1 9 3 . 4 0 - 1 , 8 6 3 . 1 4

2 0 2 8 4 4 , 2 9 7 2 0 6 . 4 9 0 . 0 0 - 2 0 6 . 4 9 - 2 , 0 6 9 . 6 3

2 0 2 9 4 5 , 0 4 2 2 2 0 . 4 6 0 . 00 - 2 2 0 . 4 6 - 2 , 2 9 0 . 0 3
2030 4 5 , 8 0 0 2 3 5 . 3 7 0. 00 - 2 3 5 . 3 7 - 2 , 5 2 5 . 4 6

* a s su m e s  5 .0 7 . p e r  y e a r  i n f l a t i o n m
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Revision Date:

CSHB 661
REQUEST
Bill/Resolution No.

Title: DOT&PF Toll Facilities

Financing Bill_________________
Sponsor: Office of the Governor
Requestor:__________________________

Date of Request:____________

FISCAL DETAIL
Agency Affected:___________
Program Category Affected

Transportation
BRU, Program or Subprogram(s) Affected: 

Maior Projects Management------------

OPERATING

FY 84 FY 86 ■ FY"86 FY 87 FY 88 FY 89

100 PERSONAL SERVICES 

200 TRAVEL 

300 CONTRACTUAL 

<♦00 SUPPLIES 

500 EQUIPMENT 

600 LAND & STRUCTURES 

700 GRANTS, CLAIMS 

800 .MISCELLANEOUS

" T o m  OPERATING n m *

| CAPITm .. n (?)*

L REVENUE

FUNDING: (Thousands of Pol ars)
GENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

. . n

0 ( 4 ) *

POSITIONS:
FULL-TIME 0 ( 5 ) *

PART-TIME

TEMPORARY

*See attached notes
SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Costs of issuing revenue bonds will be recovered in the bond sale and liquidated 
from project revenues. There is, therefore, no fiscal impact from the bill. 
Fiscal impacts from specific projects will be considered if and when legislation 
is introduced to contribute capital or operating funds to the projects.

ANALYSIS: Attach a separate page for analysis

Prepared By: John B. Olson
Division: Major Projects!M

Approved by Commissioner 

Agency: DOT&PF

ectsimanagement

R. J. K n a p p ^ ^

Phone: r66-1447 

Date: March 984

' e yDate:

Distribution (by Agency preparing fiscal note): 

Legislative Finance 
Legislative Sponsor 
Requestor

Office of Management and Budget 
Impacted Agency(ies) 12/1/83
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F I S C A L  N O T E  B A C L TJP 

T O L L  F A C I L I T I E S  F I N A N C I N G  

(CS HB 661)

(1) T h e  b i l l  w i l l  a l l o w  D O T & P F  to se l l  r e v e n u e  b o n d s  to f i n a n c e  
toll p r o d u c i n g  t r a n s p o r t a t i o n  f a c i l i t i e s .  T h e  f i r s t  p r o j e c t  
to be f i n a n c e d  w i l l  be the K n i k  A r m  C r o s s i n g  n e a r  A n c h o r a g e .  
C o s t s  a s s o c i a t e d  w i t h  the bond i s s u e s  w i l l  be r e c o v e r e d  w i t h  
the i ssue and p a i d  f r o m  r e v e n u e s .  O p e r a t i n g  and o t h e r  c o s t s  
w i l l  a l s o  be pa i d  f r o m  t o l l  r e v e n u e s .  A s  a r e s u l t ,  n o  net 
o p e r a t i n g  c o s t s  wi l l  accrue: f r o m  the bill. A n y  l e g i s l a t e d  
c o n t r i b u t i o n s  to o p e r a t i n g  c o s t s  for s p e c i f i c  f a c i l i t i e s ,
(such as K n i k  A r m  C r o s s i n g )  w o u l d  be the s u b j e c t  of s e p a r a t e  
l e g i s l a t i o n  and the f i s c a l  imp a c t  w o u l d  be  c o n s i d e r e d  wi t h  
such l e g i s l a t i o n .

(2) T h e  bill s e e k s  to c o n s t r u c t  c a p i t a l  f a c i l i t i e s  t h r o u g h  the 
sa l e  of r e v e n u e  bo n d s .  A n y  l e g i s l a t e d  c o n t r i b u t i o n s  to 
c a p i t a l ,  if r e q u i r e d ,  w o u l d  be the s u b j e c t  of  s e p a r a t e  
l e g i s l a t i o n  and the f i s c a l  im p a c t  w o u l d  be c o n s i d e r e d  w i t h  
such l e g i s l a t i o n .

(3) F a c i l i t i e s  c o n s t r u c t e d  u n d e r  the bill w i l l  be r e v e n u e  p r o­
duc i n g .  The r e v e n u e s  will c o n t r i b u t e  to c a p i t a l  and o p e r a t i n g  
c o s t s  as e x p l a i n e d  in n o t e s  (1) and (2) above.

(4) F e d e r a l  Fund e l i g i b i l i t y  w i l l  be d e t e r m i n e d  o n  a p r o j e c t  by  
p r o j e c t  basis.

(5) E m p l o y e e  c o sts and p o s i t i o n s  a r i s i n q  f r o m  f a c i l i t y  o p e r a t i o n  
will be p a i d  f r o m  p r o j e c t  r e v e n u e s .

. . . . . .    -



BILL SHEFFIELD, GOVERNOR

DEPARTMENT OF TRANSPORTATION AND PUHLI t FACIL ITIES

MAJOR PROJECTS MANAGEMENT CENTRAL REGION

4111 AV IAT ION  AVENUE  
POUCH 6900
ANCHORAGE. ALASKA 99502 
(TELEX 25-185)

(907) 266-1448

APR 2 31984
April 20 t 1984

Re: CSHB 661 - April 12, 1984 Inquiry 
From Representative Bette Cato, 
House Transportation Conmittee

Honorable Joe Hayes.
Speaker of the House 
Pouch V 
State Capitol 
Juneau, Alaska 99811

Dear Representative Hayes:

In response to a request from Mr. Neil Phelps-Munson of your office, following 
are answers to questions raised in an April 12, 1984 letter from Representa­
tive Betty Cato on CSHB 661.

QUESTION - "The language in the bill specifies that the Knik Arm Crossing is to 
be the first toll facility constructed with the proceeds of revenue bonds 
authorized. How does it preclude use of construction fund for other means of 
acquiring toll facilities or converting existing State roads, highways, 
bridges, causeways or crossings to toll facilities."

ANSWER - There are three forms of protection against abuses of borrowing 
authority created by CSHB 661.

1. State Constitution - The constitution allows funds to be created (such as 
the construction fund, revenue fund and bond redemption funds in CSHB 661) 
to collect moneys associated with revenue bond payments. The constitution 
will not allow DOT&PF to charge tolls on a facility and pledge those funds 
to another facility. If DOT&PF collects tolls on any project for which 
revenue bonds have not been sold the money would go directly to the 
general fund. In fact, after the revenue tends for the Knik Arm Crossing 
(or any other facility) are paid off, toll revenues will flow to the 
general fund.

2. tend market requirements - The tend resolution and other representations 
associated with selling revenue bonds will assure tend buyers that funds 
obtained from the tend sale will only be used for the project identified 
it- die offering. No way could any proceeds of a tend sale be used for
ai )ther project. Hie "tend test" is probably the best assurance of real­
istic revenue forecasting and appropriate fund utilization that can be 
offered to che legislature.

2'j A-TIGUH



3. Revenue constraints - Toll bridge or highway projects in Alaska character­
istically have traffic volumes that are too low to recover even a portion 
of capital costs from toll revenues. At present the Knik Arm Crossing is 
the only project we can identify that can generate toll revenues suffic­
iently in excess of operation and maintenance costs to warrant sale of 
toll revenue bonds. Even so, action frcm the legislature will be needed 
next year to implement the project. We can foresee no Alaska bridge or 
highway project that will be so lucrative in toll revenue that the DOT&PF 
would be able to implement the project without discretionary review and 
support from the legislature.

QUESTION - "Does the language in this bill restrict the use of money for 
special projects or is the money discretionary? If not restricted, what 
language could be used to do so?"

ANSWER - The bill allows the sale of revenue bonds first for the Knik Arm 
Crossing, and then for other projects that can produce toll revenues sufficient 
to make debt service payments. There is no discretion to use the revenue bond 
mr»y>y for anything but toll br'dges and highways for vhich revenue bonds have 
oeen sold. Language in the CSHB 661 , combined with the State constitution, 
bond market requirements, and revenue constraints for toll bridges and highways 
(as discussed above) are adequate restri :tions to assure the legislature that 
the M i l  will be used in Lhe manner intended by the legislature.

QUESTION - "We have been told that CSHB 661 is based on the international 
airport revenue bonds but the difference we wonder about is:

lhe maximum amount of airport bonds that can be sold is $62.8 million; tne 
resolution authorizing the sale of airport bonds requires rentals, fees and 
other airport charges be set at a level sufficient to provide annual net 
revenues at least 30 percent higher than annual debt service requirements."

ANSWER - The bond .riarket wall require, a revenue-to-debt service ratio of 1.2 to 
1.5. Rather than fix this ratio in lav, we would prefer to establish the ratio 
as a bond covenant in the offering along with other variables such as revenue 
forecast, debt retirement schedule, term of bonds, and reserve amounts. In 
other words, the revenue-to-debt service ratio should be set at the time of 
sale as part of the marketing mix offered to bond buyers.

QUESTION * "CSHB 661 authorizes sell of $500 million in revenue bonds and does 
not imply that the entire amount will be sold or would be used to construct the 
Knik Arm Crossing."

ANSWER - Ihat. is correct. At the present time it appears the project wall 
support about $200 million in revenue bond borrowing. If interest rates are 
lower at the time of the sale we could borrow more. The balance of bond



authority regaining after the bond sale for the Knik Arm Crossing would be
available for other projects under the framework legislation concept. Again,
the authority to sell bonds for other projects will only be used if the pro­
ject withstands a bond test, which means it mast daicnstrate sufficient toll
revenues to repay the bonds.

The legislature is definitely not offering carte blanche to other toll bridge 
and highway projects. The legislature will continoe to have fundirg discretion 
over every project even before it goes to a bond test. At the risk of being 
repetitious, this is primarily because toll bridges and highways in this State 
will not produce sufficient revenues to fully repay capital costs over annual 
operation and maintenance.

QUESTION - '"Ihus, th question being that what happens if there is a cash 
shortage throughout the life of the 20 year bond issue, which option will be 
taken to cover these cash shortages?"

ANSWER - As mentioned earlier, revenues will be programmed to exceed debt 
service by 20 to 50 percent. There will also be a reserve fund to hold a 
percentage of bond proceeds to pay debt service. If, however, revenue 
shortages begin to materialize, DOT&PF could act to i.ir.rease revenues by toll 
enhancement (i.e. encourage additional user volume; raise tolls). If these 
precautions and remedies fail it wculd be necessary to seek state aid to avoid 
a default. The bonds are not a general obligation of the State so the 
egislature could decline to give aid. Not aiding a state bonded project 

would, of cot se, have an adverse effect on other state bond issues. The 
tendency for a state to "rescue" lenders from default on state bonds is often 
referred to as a "moral obligation" that attaches to all bond issues in the 
state. Revenue bonds issued by State authorities typically prescribe a proce­
dure whereby the legislature will be notified of an impending shortage, in time 
for action to be taken. Adding this procedure serves to improve the bond 
rating.

Realize that there is considerable conservatism in a revenue bond issue to 
avoid the need for a rescue effort by the legislature. Bond holders demand 
this conservatism which also works to protect the state from failing revenue 
bonded facilities.

If you have further questions, please let ne know.

Sincerely,

 ̂M dCiL.I
John B. Olson 
Director
Major Projects Management

csb

cc: Ray GiUispie, Legislative Ass't, Office of the Governor
Pau.la Ramsey, Budget Analyst/Legislative Liaison, Statewide Programs



C o m m e n t s  o n  the applicability of C S H B  661 to financing the Knik A r m  
Crossing.

1. D O T & P F  Position and Perspectives on C S H B  661

2. S u m m a r y  of Briefing Materials

3. Correspondence from private firms that have expressed interest in

financing the Knik A r m  Crossing (These letters were requested by

the House Transportation Committee on March 28, 1984).

Presented to House Transportation Committee 
April 5, 1984 
John B. Olson 
Telephone 266-1447



B A C K G R O U N D

T h e  original H B  661 was submitted to accomplish two purposes:

1. Provide D O T & P F  the authority to sell r e v e n u e  bonds 
to finance toll bridges and highways; and

2. Authorize D O T & P F  to collect tolls on bridges and 
h i g h w a y s  to m a k e  principal and interest p ayments 
on the revenue bonds.

T h e  bill w a s  introduced to provide a financing mech a n i s m  for the Kn i k  A r m  
Crossing. A  fram e w o r k  approach w a s  taken on advice of the Attorney General's 
office, recognizing the State Constitution's requirements to avoid legislation 
specific to a location or region. W e  also w a n t e d  to preserve the option to 
r e c o m m e n d  the mechanism for future revenue producing h i ghway or bridge 
projects.

T h e  bill is modeled after the r e v e n u e  bond provisions of the Airport R e v e n u e  

F u n d .  T h e  model w a s  used because it is k n o w n  to the legislature, a n d  has a 
good track record to present to b o n d  underwriters a n d  rating organizations.

D E P A R T M E N T  P O S I T I O N  O N  C S H B  661

T h e  D O T r ' > continues to r e c o m m e n d  a f r a m e w o r k  concept for bills like H B  661. 

H o w e v e r ,  w e  recognize the committee substitute to be a reasonable bill that 
addresses concerns expressed b y  legislators. We, therefore, support the 
committee substitute and r e c o m m e n d  its passage.

A P P L I C A T I O N  T O  K N I K  A R M  C R O S S I N G

T h e  bill provides a mechanism for applying the toll revenue stream expected 
from the Kn i k  A r m  Crossing to the construction of the facility. This mechanism 
will be considered, along with other financing approaches, in an implementation 
plan to be presented to the legislature next year. W e  expect the implementa­
tion plan will lead to the legislative direction needed to construct the cross­
ing. N o  sales of revenue bon d s  or other related action will be taken before 

the next legislative session. D O T & P F  staff will be working with legislators to 
exc h a n g e  information prior to finalizing our recommendations and presenting the 
implementation package to the legislature.

A P P L I C A T I O N  T O  O T H E R  P R O J E C T S

If the Kn i k  A r m  Crossing uses the revenue b o n d  sales concept outlined in C S H B  
661, the m e chanism will be available for other projects. (The bill requires 
application to the Knik A r m  Crossing before a n y  other project.) Is should be 
recognized that bridge and h i g h w a y  projects that can generate revenues in 
excess of their operations and maintenance costs are quite unique in Alaska.
T o  the extent such projects are identified in the future (we have no n e  to 

suggest at this time) the legislature would play an active role in their 
development a n d  financing.

Presented to the H o u s e  Transportation Committee, April 5, 1984



KNIK ARM CROSSING -  FINANCING

1. Financing Choices 

it Pay Cash

• Borrow

• Save

• Get Equity Partner

• Combination of A b o v e

2. P a y  C a s h

• Appropriation

- L u m p  S u m

- B y  C o m p o n e n t

9 Federal F u n d s

- H i g h w a y  Matching F u n d s

- Connecting R o a d s  Only

e Raise C a s h

- L a n d  Sales/Exchanges

3. B o r r o w

• General Obligation B o n d

- Full Faith and Credit Pledge

- Lowest Cost Borrowing

• R e v e n u e  Bonds ( C S H B  661)

- D O T 8 P F  to Collect Tolls

- Tolls Pledged to Retire Debt

• Private Lending Sources

- Available T h r o u g h  Equity Partnerships



4. Save

• Allows C a s h  Pa y m e n t s

• Major Projects F u n d  (Or Other "Savings Account" Approach)

- Toll R e v e n u e s  R e t u r n e d  to F u n d

- 0 6 M  F r o m  A c c o u n t  in Major Projects F u n d  or General F u n d

• General F u n d  (G.F.)

- A n n u a l  Appropriation to G.F. Account

- Build B y  C o m p o n e n t s

- Toll R e v e n u e s  Flow to G.F.

5. Equity Partnership

• Local G o v e r n m e n t  (Unlikely Equity Partner for Knik A r m  Crossing)

• Private Enterprise (Several Expressions of Interest Received)

- Service Contract, Lease

- Full Faith and Credit Pledge (Often Requested to Minimize 

Risk/Borrowing Cost; Requires Statewide Vote)

• Constitutional Constraints

- State Debt

- A n n u a l  Appropriation

- Direction of F u n d s

- Contract Negotiation

• Source of F u n d s

- T a x - E x e m p t  B orrowing

- N o n - E x e m p t  Borr o w i n g  (Expensive)

• Federal Legislation

- Industrial R e v e n u e  B o n d  Limit (Per Capita Basis)

- Accelerated Depreciation in Question

G. CSHB GG1
• Model: Airport R e v e n u e  F u n d  

« Desired This Year

- K n o w n  Entity of implementation Plan

- Likely to bo U s e d

• T h e  C S  is a Reasonable Bill

- R e s p o n d s  to C o n c e r n s  for F r a m e w o r k  Concept

- Timely for the Knik A r m  Crossing Projoct



C o r r e s p o n d e n c e  F r o m  Firms Interested In Financing O r  Constructing T h e  

K n i k  A r m  Crossing.



9 0 0  W E S T  FIFTH A V E N U E .  SU ITE  6 1 0  

A N C H O R A G E .  A L A S K A  9 9 5  .IV 

( 9 0 7 )  2 7 6 - 0 6 6 0

M a rc h  1 6 ,  1 9 8 4
M r .  J a c k  A l l e n ,  P . E .
P r o j e c t  M a n a g e r ,  K n i k  Arm C r o s s i n g  
S v e r d r u p  & P a r c e l  and  A s s o c i a t e s ,  I n c .
4 3 0  C S t r e e t ,  S u i t e  2 0 0  
A n c h o r a g e ,  AK 9 9 5 1 1
D e a r  M r .  A l l e n :
On M a rc h  1 4 ,  J o h n  O l s o n  and  I  m e t  w i t h  M r .  G o p i n a t h ,  V i c e  
P r e s i d e n t  o f  C o r p o r a t e  A f f a i r s ,  C a l i s t a  C o r p o r a t i o n  and  M r .  
D e n j i ,  V i c e  P r e s i d e n t  o f  C a l i s t a  ‘' . n t e r n a t i o n a l  C o r p o r a t i o n .
C a l i s t a  h a s  b e e n  d e a l i n g  w i t h  M i t s u i  S h i p b u i l d i n g  and  E n g i ­
n e e r i n g  r e g a r d i n g  ' he  K n i k  Arm C r o s s i n g .  M i t s u i  h a s  d one  
some w o r k ’ on  d e s i g n  f o r  t h e  b r i d g e ,  and  h a s  t a l k e d  t o  t h e i r  
p a r t n e r s  a t  t h e  M i t s u i  B a n k .  C a l i s t a  o f f e r e d  t o  m ee t  w i t h  
u s  t o  d i s c u s s  e n g i n e e r i n g  and  f i n a n c i n g  i n  m o r e  d e t a i l ,  ar .d 
o f f e r e d  t o  h a v e  M i t s u i  p e o p l e  come o v e r .
We e x p l a i n e d  some o f  t h e  m o r e  i m p o r t a n t  c o n s t r a i n t s  i n  s t a t e
f i n a n c i n g  o r  o t h e r  s t a t e  p a r t i c i p a t i o n ,  and  c u r  t i m e t a b l e
f o r  t h e  p r o j e c t ,  a nd  we o f f e r e d  t o  m e e t  w i t h  them  t o  d i s c u s s
f i n a n c i n g .  We d i d  n o t  e n c o u r a g e  them  t o  b r i n g  an y  e n g i n e e r s
o v e r  f r o m  J a p a n ,  a t  l e a s t  n o t  y e t .  I w i l l  a r r a n g e  a m e e t i n g  j
w i t h  C a l i s t a  r e g a r d i n g  f i n a n c i n g  i n  t h e  n e x t  f ew  w eeks  —
p r o b a b l y  d u r i n g  t h e  week  o f  M a rc h  2 6 .
C a l i s t a  s e em ed  i n t e r e s t e d  i n  g e t t i n g  t h e  f o l l o w i n g  m e s s a g e s  
t o  u s :
1 .  C o n f i d e n t i a l i t y  o f  t h e i r  w o r k  i s  i m p o r t a n t  t o  th em .

They  b e l i e v e  t h a t  t h e y  h a v e  an a d v a n t a g e  i n  t h e i r  
a b i l i t y  t o  b r i n g  f i n a n c i n g  i n t o  a p a c k a g e  d e a l ,  and  
t h e y  do  n o t  w a n t  t h e i r  c o n c e p t ,  o r  t h e i r  own e n g i ­
n e e r i n g ,  t o  b e  p u b l i c  i n f o r m a t i o n  b e f o r e  t h e  b i d .

2 .  T h ey  w a n t  t h e  f u l l  f a i t h  a n d  c r e d i t  o f  t h e  s t a t e  b e h i n d  
t h e  f i n a n c i n g .

3 .  T h ey  w e r e  i n t e r e s t e d  i n  s e e i n g  t h e  p r o j e c t  g o  f o r w a r d ,  
w h e t h e r  t h e y  w e r e  i n v o l v e d  i n  t h e  c o n s t r u c t i o n  o r  n o t .

S i n c e r e l y ,

S t e v e n  A. R i e g e r  
V i c e  P r e s i d e n t

S A R /b s b
A W T  / p



B r o w n  o ' K o o u r t c 200 Porter Drive, San Ramon, California, 945S3

W. D . A rno ld
Manager - Business Development 
Marine Services

(415) 838-6149

March 19, 1984

John B. Olson

Director, DivisJon of Major Project Management 
State of Alaskc

Department of Transportation and Public Affairs 
Pouch 6900

4111 Aviation Avenue 
Anchorage, Alaska 99502

SUBJECT: Knik Arm Crossing

Dear Mr. Olson:

It was a pleasure to have visited with you in your offices in Anchorage 

on February 21st. The time you spent with us in explaining tne situation 
regarding the Knik Arm Crossing was very much appreciated.

As discussed in our meeting, Brown & Root is very interested in bidding 

the Engineering/Construction of the Knik Arm Crossing and has had three 
consortia approach us about possible financing of portions of this 
project.

During our discussions you indicated that it would be difficult for 

the Department of Transportation or the State to negotiate an unsolicited 
bid for the overall package. Therefore, we would like to prequalify 

for the work in the routine manner that you plan to usf later this year. 
Brown & Root has been involved in several major water crossings in the 
United States and has the expertise and the equipment available, including 
derrick barges that might be required for some of the heavy lifts.

Thanks again for the time that you allowed us back in February. We 

are looking forward to working with you on this project as it develops.

Kind Regards,

W. D. Arnold
Manager, Business Development 
West Coast and Alaska RECEIVED
WDA/lmw

MAR 2 7 1984

DOT & PF 
Major Projects MGMT.
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ARCH ITFCTS, ENGINEERS f. C0NTR \C iO R S  
C8-20, V700NI-D0NG, C IIONGRO-KU, C .P .O . CO< 42, SEOUL, KOREA

■ HEAD OFFICE:
' TELEX: SAM WHAN K 2 i :? 1 2  ' 
' ' SAMWHAN K2A*JC9
: ’ SAMWHAN K2E1 1 /

' . V' CABLE: CHEENLIGHT SEOUL 
' PHONF- 765-0151/3 * ' •

February 20, 1984

John 15. Olson 

Director •' -

l)ivi sion of Major Projects Development 

Dept, of Transportation fi 

Public Facilities

Dear Sir,  • ; V ’

I would like to express my si ..cere gratitude for /.'• 
.your'warm hospitality rendered during my visit to . 

your office on February 10,1984, sharing time from 

your busy schedule. t
, . i 1 '

You were very kind and hclpuil in conducting my

successful survey on future Alaska construction 

market prospective for our business activities.

Our technical engineering Dept.has just begun 
reviewing the draft of tender documents regarding ; 

Nome Harbour Project furnished to me in anticipation 

of your invitation. .

Meanwhile, I sincerely hope that we would be invited 

to the tenders for the Knit Arm bridge Project and

other various projects planned for the five years

ahead according as you promised that our Corporation 

would be registered with prospective bidder '1st 

applicable for your esteemed State Goverrinu ic's 

projects.

V.c assure you of our best service to highest standard 

if an opportunity be given to us.
Wishing Llio ever-lasting prosperity of your esteemed 

Department.

Yours Sincerely,

.A,VI'.',!IAN CORPORATION.f ,

• •■Young/Ju Moon O'/'- 
Director . •
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1 -1 -2 , MARUNOUCHI. CH1Y0DA-KU. TOKYO 100

PHOME: t0 3 ) 2 1 2 -7 1  11 
TELEX : 2 2 2 - 2 8 1  1 NKtt J  

CABLE ADDRESS : KOKANNK TOKYO

January 27, 1984
Alaska Department of Transportation
and Public Facilities
State of Alaska
4111, Aviation Drive
Anchorage Alaska, 99502

Attn : Mr. J. B. Olson

Gentlemen,

Re : Knik Arm Crossing

We, NIPPON KOKAN K.K. (hereinafter called NKK), have the honour to 

express out keen interest in participating in the captioned project 

and to subm herewith our company brochures, experience record and

of our company.

' As you may see from the above documents, NKK is now ranked as the

technical expertise, NKK holds an unrivaled position because it is 

simultaneously a world leader in three major industrial fields - 

Steelmaking, Heavy Industries and Shipbuilding - allowing it to 

supply a comprehensive range of products and services to you.

In the field of brLdge construction, NKK has considerable experience 

about supply and erection of steel superstructure of various type of 

bridge and has enjoyed good repucation in our achievement abroad as 

well as domestic.

Furthermore NKK has remarkable speciality of steel structures for low 

temperature service and has executed structural steel works in your 

esteemed province, such as Kenai Bridge,Sagavaiktok River Croosing,

technical d ^ iments in which you will find activities and performance

third largest steelmaker in the vorld and in terms of all around

- Cont'd on Page 2 -
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Alyeska Pipe Support 3ridge, Gulkana Bridge and Pipe Support structures 

for Trans Alaska Pipeline Project, etc.

Judging from the foregoing, we are confident th.?t NKK is capable enough 

in undertaking and proceeding this bridge construction project vn»eting 

with your expectation and requirements of price, engineering se- ice, 

performance and quality.

We would highly appreciate it if you could invite us to the forthcoming 

qualification and tender and let us have a chance to work together 

with you toward successful construction of this bridge.

Thank you for your attention and we are looking forward to serving 

you in the near furtue.

Very truly you~s,

T. Suganami
Deputy General Manager 
Steel Structures & 
Construction Dept.
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August 6, 1903

Mr.- Mead Treadwell,

Executive Director 

Governor's Economic Commitee 

On North Slope Natural Gas 

F.O. Box 1700 
Anchorage, Alaska 99510

Dear Mr. Treadwell,

Mr. Norio Yamamoco of Mitsubishi Research Institute kindly forwarded 
to us your Economic Feasibility Report on the Knik A n n  Crossing dated 

April 15, 1983 for our reference.

After a brief review, we have found the project interesting and 

wish to cooperate with you for the promotion of the project.

Accordingly, we appreciate it if you could let us know the area in 

which we shall be of assistance to you as a member of: the Mitsubishi 

group which is the largest industrial groups in Japan. At the same 
time, it will be most helpful to us if you could provide us with a 

detailed financial plan for the project so 'hat we shall be able to 

better analyze the project from the financial point of view.

It will be a great pleasure Cor us to exchange ideas with you how 

to promote the project and we wish to continue a dialogue on the 

development cf the project. Please contact us at any time when you 
need our assistance.

Looking forward to hearing from you soon, and please give my best 

regards to Mr. Walter J. llickel.

Very truly yours

KN/ri

P.S

For yo;;r reference we enclosed herewith a memorandum in regards 
to the Yen-Financing market.
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November 4, 1983

I

Mr. John Olsen
Major Projects Management

Department of Transportation and Public Facilities 
4111 Aviation Drive 

Pouch 6900
Anchorage, Alaska 99502 

Dear John,

Enclosed is the letter 1 received from Mr. Kazuo Nakamura 

at tlie Mitsubishi Bank. Governor Ilickel and I have had dinner J   ̂
with Mr. Nakamura twice before in Japan and he shares a'strong 
interest in Alaska.

Either his bank, or some, other part of the Mitsubitshi 

Group could he called upon to play a role in the Knik Arm '

Project. I'd keep chumming the waters by providing information 

his way so that they can respond when the time comes.

Congratulations on your appointment. We should be 
working together as time passes.

With best wishes,

Sincerely,

/Enclosure

P.O. Box 101700 • Anchorage, Alaska 00510 • 907-279-159G • Telex 25-310 Gnpt. Cook A H G  

513 Sotilh Post Oak Iload • Suite 225 • Houston, Texas 77027 * 713-960-1889 • Telex 775202 SUTRA
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Mr.  R i c h a r d  S .  A r m s t r o n g ,  P . E .
D i r e c t o r ,  C e n t r a l  R e g i o n  
D e s i g n  and  C o n s t r u c t i o n  
S t a t e  o f  A l a s k a
D e p t ,  o f  T r a n s p o r t a t i o n  and P u b l i c  F a c i l i t i e s  
4 1 1 1  A v i a t i o n  A v e n u e ,  P ou ch  6 9 0 0  
A n c h o r a g e ,  A l a s K a  9 9 5 0 2
R e :  K n i k  Arm C r o s s i n g
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D e a r  Mr .  A rm s t r o n g ; j
T h ank  y o u  f o r  y o u r  l e t t e r  o f  May 18 and  t h e  Econom icQy , . J l c£ f& - ‘ -7,M 
F e a s i b i l i t y  R e p o r t  on  t h e  K n i k  Arm C r o s s i n g .  We a r e  ■ - - i~ l
s t r o n g l y  i n t e r e s t e d  i n  f i n a n c i n g ,  d e s i g n ,  c o n s t r u c t i o n  - 
and  o p e r a t i o n  o f  t h e  t o l l  b r i d g e .
B a s e d  on o u r  e x p e r i e n c e  i n  s i m i l a r  p r o j e c t s  i n  G r e e c e  
and  K u w a i t ,  we im a g i n e  t h a t  a p o s s  , b l e  s c e n a r i o  may l o o k  
a s  f o l l o w s :

1 .  P r o j e c t  w i l l  b e  f o r m u l a t e d  b y  t h e  S t a t e .
B r i d g e  d e s i g n  c r i t e r i a  w i l l  be s e t ;  
e v a l u a t i o n  c r i t e r i a  f o r  p r e q u a l i f i c a t i o n  
and  f i n a l  c o n t r a c t  aw a rd  w i l l  be l a i d  o u t ;  
and  t h e  t e rm s  o f  t h e  e v e n t u a l  c o n t r a c t  
b e tw e e n  t h e  S t a t e  and  C o n t r a c t o r  w i l l  be 
s p e l l e d  o u t .

2 .  S t a t e  w i l l  p r e q u a l i f y  o i d d e r s  ( t y p i c a l l y  
c o n s o r t i a  o f  b a n k s ,  e n g i n e e r i n g  c o n s u l t a n t s  
and  g e n e r a l  c o n t r a c t o r s )  on  t h e i r  f i n a n c i a l ,  
e n g i n e e r i n g  and  managemen t  s t r e n g t h s .

3 .  The p r e q u a l i f i e d  b i d d e r s  w i l l  s u b m i t  t h e i r  
f i n a l  d e s i g n s ,  c o n s t r u c t i o n  s c h e d u l e s  and  
o p e r a t i o n  p l a n s .  S t a t e  w i l l  s e l e c t  a 
s u c c e s s f u l  b i d d e r  a c c o r d i n g  t o  t h e  p r e s e t  
c r i t e r i a .

 ! _ J

( c o n t i n u e d )
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4 .  C o n t r a c t o r  w i l l  c o n s t r u c t ,  o p e r a t e  and  m a i n t a i n  
t h e  t o l l  b r i d g e .

5 .  A f t e r  a c e r t a i n  numbe r  o f  y e a r s ,  S t a t e  w i l l  
p u r c h a s e  t h e  b r i d g e  f r o m  C o n t r a c t o r  f o r  a 
p r e d e t e r m i n e d  p r i c e ,  and  t a k e  o v e r  t h e  o p e r a t i o n a l  
r t j p o n s i b i l i t i e s .

I t  a p p e a r s  f r o m  y o u r  r e p o r t  t h a t  m o s t  w o r k  n e c e s s a r y  f o r  
e s t a b l i s h m e n t  o f  d e s i g n  c r i t e r i a  h a s  a l r e a d y  b e e n  d o n e .
You  c o u l d  e a s i l y  p r e p a r e  a f i n a l  d e s i g n  w i t h  S t a t e : s f u n d  
and l e t  b i d d e r s  b i d  £ o r  i t .  T h i s  a p p r o a c h  w i l l  s i m p l i f y  
y o u r  t a s k  o f  b i d  e v a l u a t i o n ,  b u t  y ou  may m i s s  an o p p o r t u n i t y  
t o  t a k e  a d v a n t a g e  o f  b i d d e r s '  d e s i g n  i n g e n u i t y  and  p a r t i c u l a r  
s t r e n g t h s  i n  p e r f o r m i n g  c e r t a i n  t y p e s  o f  c o n s t r u c t i o n .
S im p l e  and  l o o s e l y  w r i t t e n  d e s i g n  c r i t e r i a  h e l p e d  t h e  
G o v e r n m en t  o f  K u w a i t  t o  g e t  an  i n g e n i o u s l y  d e s i g n e d  b r i d g e  
( B u b i y a n  B r i d g e )  i n e x p e n s i v e l y  w h i l e  t h e  came a p p r o a c h  
m u d d le d  e v e r y t h i n g  i n  t h e  c a s e  o f  R i o n - A n t i n o n  C r o s s i n g  
i n  G r e e c e .  My p e r s o n a l  p r e f e r e n c e  f o r  t h e  K n i k  Arm C r o s s i n g  
i s  t o  h a v e  r e l a t i v e l y  t i g h t  d e s i g n  s p e c i f i c a t i o n s — a t  t h e  
l e v e l  o f  y o u r  _ o n c e p t u a l  D e t a i l s — and p e r m i t  t h e  b i d d e r " .  ' 
t o  d e s i g n  o n l /  t h e  d e t a i l s  and  c o n s t r u c t i o n  m e th o d s  t o  s u i t  
t h e i r  c a p a b i l i t i e s .
Even w i t h  t i g h t  d e s i g n  s p e c i f i c a t i o n s ,  t h e  t a s k  o f  o i d  
e v a l u a t i o n  w i l l  n o t  be  s i m p l e .  The  f u n d a m e n t a l  q u e s t i o n  
i s  w h a t  v a r i a b l e  s h o u l d  be u s e d  a s  t h e  m a in  d e t e r m i n a n t  o f  
t h e  b i d  when t h e  c o n s t r u c t i o n  c o s t  i s  n o t  a v i s i b l e  f a c t o r .  
One p o s s i b i l i t y  w o u l d  be t h e  " S e l l - b a c k  P r i c e "  i f  i t  i s  
a l l o w e d  t o  be  b i d  o n .  A l l  o t h e r s  b e i n g  e q u a l  ( o r  m e e t i n g  
t h e  min imum c r i t e r i a ) ,  S t a t e  c c u l d  p i c k  up t h e  b i d d e r  who 
o f f e r s  t h e  l o w e s t  s e l l - b a c k  p r i c e  f o r  a g i v e n  t a r g e t  y e a r .
As a p a r t  o f  t h e  C o n t r a c t  t e rm s ,  we e x p e c t  t h e  S t a t e  t o  
s t i p u l a t e  t h e  maximum t o l l s  c h a r g e a b l e  t o  e a c h  t y p e  o f  
v e h i c l e  f o r  e a c h  p e r i o d  o f  y e a r s . We a l s o  e x p e c t  t h e  S t a t e  
t o  g u a r a n t y  t h e  minimum r e v e n u e  t r a f f i c ,  and s u b s i d i z e  t h e  
C o n t r a c t o r  i f  t h e  t r a f f i c  v o l u r r a  d o e s  n o t  r e a c h  i t .  I t  
w i l l  be  a f o r m i d a b l e  t a s k  t o  d e v i s e  a s u b s i d y  f o r m u l a  t h a t  
w i l l  s a t i s f y  b o t h  t h e  S t a t e  and t h e  C o n t r a c t o r .  H ow e v e r ,  
i L  i s  e s s e n t i a l  t h a t  i t  w i l l  be s p e l l e d  o u t  b e f o r e  b i d d i n g .

Mr .  R i c h a r d  S .  A rm s t r o n g  
J u n e  2 ,  1 9 8 3  
Page  Two
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Page  T h r e e

F i n a l l y ,  b e c a u s e  o f  A l a s k a ' s  p r o x i m i t y  t o  J a p a n ,  we e x p e c t  
J a p a n e s e  c o n s o r t i a ,  a nd  p e r h a p s  some K o r e a n s ,  t o  o f f e r  
v e r y  c o m p e t i t i v e  b i d  p a c k a g e s .  We a l s o  w o r k  c l o s e l y  w i t h  
J a p a n e s e  c o m p a n i e s .  We t h e r e f o r e  u rg e  y o u  t o  k e e p  t h e  
c o m p e t i t i o n  o p e n  t o  a l l  i n t e r n a t i o n a l  b i d d e r s  and  e l i m i n a t e  
any  arid a l l  B u y -A m e r i c a n  and  U . S . - F l a g  r e q u i r e m e n t s  and  
p e n aT tT e s ' “ f r o m  ' t h i s  p r o j e c t " , "  e x c e p t  ’t h a t  t h e  l o c a l  l a b o r  
s h o u l d - E>e~used" f o r  c o n s t r u c t i o n  and o p e r a t i o n ,  and  t h a t  t h e  
o p e r a t i n g  c om pan y  s h o u l d  be an  A l a s k a n  c o r p o r a t i o n .
I f  y ou  w i s h ,  we w i l l  be  h a p p y  t o  p r o v i d e  m o r e  d e t a i l e d  
i n p u t  a s  a p o t e n t i a l  b i d d e r .  P l e a s e  f e e l  f r e e  t o  c a l l  me 
a n y t im e  f o r  i n f o r m a l  d i s c u s s i o n .
We w i s h  y o u  a g r e a t  s u c c e s s  i n  t h i s  c h a l l e n g i n g  p r o j e c t .

Y . ‘ T i t o  S a s a k i  
P r e s i d e n t



DEPARTMENT OF TRANSPORTATION AND PUBLIC FACILITIES

O F F IC E  O F  T H E  C O M M ISSIO N E R

JUNEAU. ALASKA 39811 
PHONE: 1907) 465-3900

March  2 9 ,  1 9 8 4
R e :  DOT&PF P o s i t i o n  and

P e r s p e c t i v e s  on  CSHB 6 6 1

The H o n o r a b l e  J o e  H a y e s  
R e p r e s e n t a t i v e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P ou ch  V
J u n e a u ,  AK 9 9 8 1 1
D e a r  R e p r e s e n t a t i v e  H a y e s :
I n  r e s p o n s e  t o  a M a rc h  2 8 ,  1 9 8 4  r e q u e s t  f r o m  M r .  N e i l  P h e l p s -M u n s o n  
o f  y o u r  o f f i c e ,  f o l l o w i n g  i s  a b r i e f  summary o f  t h e  DOT&PF p o s i t i o n  
and p e r s p e c t i v e s  o n  CSHB 6 6 1 .  I  h a v e  d i s c u s s e d  t h i s  i n f o r m a t i o n  
w i t h  C o m m i s s i o n e r  K n app  t o  a s s u r e  a c c u r a t e  p r e s e n t a t i o n  o f  o u r  
D e p a r * m e n t ’ s p o s i t i o n .
BACKGROUND
The o r i g i n a l  HB 6 6 1  was s u b m i t t e d  t o  a c c o m p l i s h  two  p u r p o s e s :

1 .  P r o v i d e  HJT&PF t h e  a u t h o r i t y  t o  s e l l  r e v e n u e  b o n d s  
t o  f i n a n c e  t o l l  b r i d g e s  and h i g h w a y s ;  and

2 .  A u t h o r i z e  DOT&PF t o  c o l l e c t  t o l l s  on  b r i d g e s  and 
h i g h w a y s  t o  make p r i n c i p a l  and i n t e r e s t  p a y m e n t s  
on t h e  r e v e n u e  b o n d s .

The p u r p o s e  o f  t h e  b i l l  was t o  p r o v i d e  a f i n a n c i n g  m ech a n i sm  f o r  
t h e  K n i k  Arir C r o s s i n g .  A f r a m e w o r k  a p p r o a c h  was  t a k e n  on a d v i c e  
o f  t h e  A t t o r n e y  G e n e r a l ,  r e c o g n i z i n g  t h e  S t a t e  C o n s t i t u t i o n ' s  
r e q u i r e m e n t s  t o  a v o i d  l e g i s l a t i o n  s p e c i f i c  t o  a l o c a t i o n  o r  
r e g i o n .  We a l s o  w a n t e d  t o  p r e s e r v e  t h e  o p t i o n  t o  recommend  t h e  
m echan ism  f o r  f u t u r e  r e v e n u e  p r o d u c i n g  h ig hw ay  o r  b r i d g e  p r o j e c t s .
The b i l l  i s  m o d e l e d  a f t e r  t h e  r e v e n u e  bond p r o v i s i o n s  o f  t h e  
A i r p o r t  R e v e n u e  F u n d .  The m o d e l  was u sed  b e c a u s e  i t  i s  known t o  
t h e  l e g i s l a t u r e ,  and  h a s  a g o o d  t r a c k  r e c o r d  t o  p r e s e n t  t o  bond 
u n d e r w r i t e r s  a n d  r a t i n g  o r g a n i z a t i o n s .

2 5 A - T 1 L H



R e p r e s e n t a t i v e  H aye s - 2 - March  2 9 ,  1 9 8 4

DEPARTMENT POS IT ION  ON CSHB 6 6 1
The  DOT&PF c o n t i n u e s  t o  r e c om m end  a f r a m e w o r k  c o n c e p t  f o r  b i l l s  
l i k e  HB 6 6 1 .  H o w e v e r ,  we r e c o g n i z e  t h e  c o m m i t t e e  s u b s t i t u t e  t o  
b e  a r e a s o n a b l e  c o m p r o m i s e  r e c o g n i z i n g  c o n c e r n s  e x p r e s s e d  by 
l e g i s l a t o r s .  We, t h e r e f o r e ,  s u p p o r t  t h e  c o m m i t t e e  s u b s t i t u t e  and  
recommend i t s  p a s s a g e .
APPL ICATION TO KN IK  ARM CROSSING
The b i l l  p r o v i d e s  a m e c h a n i sm  f o r  a p p l y i r . c  t h e  t o l l  r e v e n u e  s t r e a m  
e x p e c t e d  f r o m  t h e  K n i k  Arm C r o s s i n g  t o  t h e  c o n s t r u c t i o n  o f  t h e  
f a c i l i t y .  T h i s  m e c h a n i sm  w i l l  b e  c o n s i d e r e d ,  a l o n g  w i t h  o t h e r  
f i n a n c i n g  a p p r o a c h e s ,  i n  an  i m p l e m e n t a t i o n  p l a n  t o  be p r e s e n t e d  
t o  t h e  l e g i s l a t u r e  n e x t  y e a r .  We e x p e c t  t h e  i m p l e m e n t a t i o n  p J . j n  
w i l l  l e a d  t o  t h e  l e g i s l a t i v e  d i r e c t i o n  n e ed e d  t o  c o n s t r u c t  t h e  
c r o s s i n g .  No s a l e s  o f  r e v e n u e  b o n d s  o r  o t h e r  r e l a t e d  a c t i o n  
w i l l  be t a k e n  b e f o r e  t h e  n e x t  l e g i s l a t i v e  s e s s i o n .  I  and  o t h e r  
DOT&PF s t a f f  w i l l  be  w o r k i n g  w i t h  l e g i s l a t o r s  t o  e x c h a n g e  i n f o r ­
m a t i o n  p r i o r  t o  f i n a l i z i n g  o u r  r e c o m m e n d a t i o n s  and  p r e s e n t i n g  
t h e  i m p l e m e n t a t i o n  p a c k a g e  t o  t h e  l e g i s l a t u r e .
APPL ICATION TO OTHER PROJECTS
I f  t h e  K n ik  Arm C r o s s i n g  u s e s  t h e  r e v e n u e  bond  s a l e s  c o n c e p t  
o u t l i n e d  i n  CSHB 6 6 1 ,  t h e  m e c h a n i sm  w i l l  be a v a i l a b l e  f o r  o t h e r  
p r o j e c t s .  ( T h e  b i l l  r e q u i r e s  a p p l i c a t i o n  t o  t h e  K n i k  Arm C r o s s i n g  
b e f o r e  any o t h e r  p r o j e c t . )  I t  s h o u l d  be r e c o g n i z e d  t h a t  b r i d g e  
and  h ig hw ay  p r o j e c t s  t h a t  c a n  g e n e r a t e  r e v e n u e s  i n  e x c f  s s  o f  
t h e i r  o p e r a t i o n  and m a i n t e n a n c e  q o s t s  a r e  q u i t e  u n i q u e  i n  A l a s k a .  
T o  t h e  e x t e n t  s u c h  p r o j e c t s  a r e  i d e n t i f i e d  i n  t h e  f u t u r e  (we 
h a v e  none  t o  s u g g e s t  a t  t h i s  t i ' .ne )  t h e  l e g i s l a t u r e  w o u ld  p l a y  an  
a c t i v e  r o l e  i n  t h e i r  d e v e l o p m e n t  and  f i n a n c i n g .
r l e a s e  c o n t a c t  me i f  y o u  h a v e  a n y  q u e s c i o n s  r e g a r d i n g  o u r  p o s i ­
t i o n  on  CSHB 6 6 1  o r  t h e  K n i k  Arm C r o s s i n g .

S i n c e r e l y ,
N\ (  0 

O t a < / s A - W m -

\ ' J  J . Knapp
C o m m i s s i o n e r

c c :  Ray G i l l i s p i e ,  L e g i s l a t i v e  A s s i s t a n t ,  G o v e r n o r ' s  O f f i c e
J e r r y  H a m e l ,  P r o j e c t  M a n a g e r ,  K n i k  Arm C r o s s i n g  
Dav?d  H au g en ,  D e p u t y  C o m m i s s i o n e r ,  C e n t r a l  R e g i o n  
P a u l a  R am se y ,  B u d g e t  A n a l y s t / L e g i s l a t i v e  L i a i s o n  
W i l l i a m  R .  S n e l l ,  D i r e c t o r  P l a n n i n g  & P r o g r a m m in g ,  C e n t r a l
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