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BILL SHEFFIELD, GOVERNOR

POUCHS
JUNEAU. ALASKA 99811 
PHONE: (907) 465-2300

The  H o n o ra b le  M i t c h e l l  E .  Abood 
C h a i r m a n ,  House  S t a t e  A f f a i r s  Com m i t te e  
A l a s k a  S t a t e  L e g i s l a t u r e  
Pouch  Y
J u n e a u ,  AK 99811

Re: HB 161

De ar  M r .  Ch a irm an :

E n c l o s e d  y o u  w i l l  f i n d  t h e  D e p a r tm e n t  o f  Reveni- ' s  r e s p o n s e  t o  
q u e s t i o n s  asked  a t  t h e  F e b r u a r y  28, 1983  m e e t in g  o f  t h e  House S t a t e  
A f f a i r s  C o m m i t t e e  p e r t a i n i n g  t o  HB 1 6 1 .  I hope t h i s  i n f o r m a t i o n  i s  what  
y o u r  s e e k .  I f  y o u  would l i k e  any f u r t h e r  i n f o r m a t i o n ,  p l e a s e  l e t  me 
know.

S i n c e r e l y ,

RDH.mll
E n c l o s u r e

R o b e r t  D. Hea th  
C o m m i s s io n e r  o f  Revenue
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" An act establishing a defeasance fund in the Department of Revenue 

f o r  the purpose of retiring State general obligation debt; 

transferring a portion of the income of the Alaska Permanent Fund to 

the defeasance fund and providing for an effective date."

Tliis paper will explain certain aspects of a defeasance fund, highlight the 

issues surrounding its creation and present the position of the Department of 

R e v e n u e .

A  defeasance fund is a trust account which would be set up wi t h  an independent 

third pa r t y  trustee ouch as a national bank. This account would be used to 

purc h a s e  a portfolio of securities whose maturities and cash flow income would 

c o r r espond to the principal and interest payments of the G.O. bonds which t re 

being defeased. Once the fund is established, the debt service on these bonds 

would not need to be appropriated from the General Fund.^ A  schedule of the 

y e arly debt service ?n the pre-1978 bonds is attached. The reason the total 

appropriation is lower than the balance due on the G.O. bonds is because of 

the difference in interest rates which can presently be turned and the coupon 

rates of the b o n d s .

The bill refers to G.O. debt issued before May 2, 1978. The reason is that in 

1978 the Internal Revenue Service issued a ruling limiting the amount of 

interest which can be earned on defeasance funds to the rate paid on the 

bonds. Thus, defeasance on bonds issued after 1978 offer little financial 

benefit.

I n  regard to the bill itself, the Department of Revenue sees possible legal

■» •
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problems. HB 161 is a temporary bill in that it attempts to take the earnings 

of the Permanent Fund for one year to create the defeasance fund. No attempti i
is made to repeal the current law governing the use of Permanent Fund income.

Debt service is n o w  an automatic appropriation (AS 37.15.012 by § 1 C b . 

100, S LA 1981).
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The question must be addressed by l aw as to whether a temporary bill can 

override substantive law.

An o t h e r  legal question deals with interest earned on the defeasance fund. The 

interest would go back into the fund by nature of the defeasance which could 

be v i e w e d  as a dedication of funds. Alaska's constitution prohibits 

d e d i cation of funds. (Alaska Constitution Article IX, Section 7)

In analyzing ';ne financial feasibility of the bill, the rate of interest paid 

on the G.O. bends (see schedule attached) and the current rate of interest on 

investments must be compared. A  majo r i t y  of the bonds ere be l o w  6% interest 

and today's market will pay 8 1/2% to 10% interest depending on the type of 

security. Thus, there is little financial reason to pay off this low interest 

debt sooner than the current schedule specifies.
\

Also, to create this defeasance fund will restrict future legislative 

sessions' funding because once the fund is established, these monies are no 

longer available for appropriation,_____________________ _

A n o t h e r  p r o blem connected with showing a surplus of funds is our national 

image. We are concerned that people in the "lower 48" m a y  feel Alaska is not 

sharing its wealth with the nation. (Per letter dated February 3, 1983 to 

Representative Abood on this subject.)

The last point we wish to make concerns the status of future bonding issues. 

If the State of Alaska has the surplus funds to set up a defeasance fund, the 

IRS m a y  vie w  any future bond issues (at least for 18 months) as arbitrage 

bonds and declare them taxable. This would increase the interest rate 

consi d e r a b l y  and could cost the State more money in interest payments.

For the reasons stated herein and in view of the Governor's policy concerning 

the use of Permanent Fund income, the Department of Revenue opposes HB 161. 

Our recommendation would be to continue paying the bonds on their established 

s c h e d u l e .

Attachment



OUTSTANDING BALANCE ON PRE-MAY. 1978 G.O. BONDS 

JUNE 30. 1983

Rate of

Bond Title Interest Principal Interest Total

Univ. of Ak. Housing Bonds, 1958, Series A 3.00% $ 310,000 $ 28,350 $ 338,350

Ferries &  Roads Bonds, 1961, Series A 3.82 6,130,000 1,115,870 7,245,870

"Composite 1/8/64 S a l e”, Series L 3.56 565,000 20,340 585,340

1964, Series B (1967 Issue) 3.75 7,277,000 1,741,932 9,018,932
1964, Series C (1967 Issue) 3.75 1,156,000 630,152 1,786,152
1967, F irst Series 4.50 9,190,000 2,316,125 11,506,125
1967, Second Series 4.90 8,550,000 2,222,270 10,772,,270

1968, Series A 5.19 5,375,000 861,475 6,236,475
1968, Series B 5.24 4,250,000 672,657 4,922,657

1969, Series A 5.74 3,575,000 748,175 4,323,175
1969, Series D (1966 Univ. of A k . ) 3.00 1,380,000 380,100 1,760,100

1970, Series C 5.88 3,100,000 280,535 3,380,535
1971, Series A 5.07 10,285,000 2,924,680 13,209,680
1971, Series B 6.04 14,520,000 7,478,400 21,998,400
1971, Series C 6.04 2,95' 000 1,509,000 4,459,000
1971, Series D 6.00 850,000 411,000 1,261,000
1972, Series A 5.24 15,800,000 5,958,000 21.758,000

1972, Series B 5.16 19,600,000 7,979,525 27,579,525
1973, Series A 5.12 15,000,000 5,890,500 20,890,500

1973, Series B 5.11 18,500,000 7,696,500 26,196,500

1973, Series C 5.80 26,500,000 13,319,375 39,819,375

1974, Series A 6.86 26,100,000 15,078,000 41,178,000
1975, Series A 5.99 33,200,000 16,552,100 49,752,100

1975, Series B 6.53 37,000,000 20,191,750 57,191,750

1975 , Series C 6.86 32,250,000 16,298,075 48,548,075
1976, Series A 5.87 25,000,000 7,733,750 32,733,750
1976, Series B 5.80 25,000,000 7,672,500 32,672,500
1977, Series A 5.08 27,500,000 8,406,250 35,906,250

1977, Series B 4.51 24,000,000 3,283,000 27,283,000
1978, Series A  (4/1/78) 4.87% 25,000.000 3.650.000 28.650.000

$429,913,000 $163,050,386 t592.963.386
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DEBT SERVICE ON OUTSTANDING G.O. BONDS BY Y E A R

Debt Service
Years Ended 

June 30 Principal Interest Total
on pre 5/78 

Bonds

1984 $100,175,000 $63,240,329 $163,415,329 $60,539,165
1985 100,060,000 56,149,274 156,209,274 58,370,860
1986 101,465,000 49,119,762 150,584,762 57,707,763
1987 100,580,000 42,22V 846 142,809,846 54,769,221

1988 100,885,000 35,449,255 136,334,255 53,044,505
1989 95,927,000 28,547,971 124,474,971 46,006,721
1990 87,760,000 22,063,090 109,823,090 40,131,590
1991 69,699,000 15,870,180 85,569,180 38,947,430
1992 48,349,000 10,523,425 58,o/2,425 38,152,425

1993 43,563,000 7,396,987 50,959,987 31,719,987
1994 20,598,000 5,219,975 25,817,975 25,817,975
1995 19,096,000 3,987,625 23,083,625 23,083,625
1996 18,610,000 2,864,412 21_, 474,412 21,474,412
1997 14,865,000 1,800,418 16,665,418 16,665,419

1998 13,380,000 1,008,193 14,388,193 14,388,194
1999 8,640,000 368,931 9,008,931 9,008,931
2000 2.531.000 69.081 2.600.081 2.600.081

June 30, 1983 $946,183,000 $345,908,754 $1,292,091,754 $592,428,304



P R E L I M I N A R Y  S T A T E M E N T  OF F I S C A L  I M P A C T d J U  FEB 21 1983 ^

D a te  on B i l l :  2/4/83B i l l  Me:  HB 161________________________________
T i t l e : " A n  a c t  e s t a b l i s h i n g  a d e f e a s a n c e  fu n d  i n  t h e  D e p t ,  o f  Rp v .
S p o n s o r :  Ward & L i s k a
R e q u e s t o r : H o u s e  S t a t e  A f f a i r s  C o m m i t t e e

1 .  E s t i m a t e d  f i s c a l  i m p a c t s  on:

a .  E x p e n d i t u r e s :

I | FY 83  | FY  84 | FY 85 1 FY 86 1
i C a p i t a l ! F rom  P . F .  1 1
1 O p e r a t i n g I S 1 0 0 .0 0 0  ( -363 .0  m i l . - U . 5  m i l l . _ L
I T o t a l I S 1 0 0 .0 0 0  ITo D e f .  Fu id “ ! 1

b.  R e v e n u e s :
+ 3 6 3 .0  m i l l .  + 14 .5  m i l l

Re ve n u e

2.  S o u r c e  o f  f u n d s  t o  o f f s e t  f i s c a l  i m p a c t  o f  b i l l :  

P e rm a n e n t  Fund E a r n i n g s

\ i

• . c ^ v
3.  A s s u m p t i o n s :

The  $ 1 0 0 , 0 0 0  i s  f o r  F i n a n c i a l  A d v i s i n g  and l e g a l  f e e s  r e l a t e d  t o  e s t a b l i s h m e n t  o f  th e  
f u n d .  The $ 3 7 7 ,0 0 0 , 0 0 0  i s  a t r a n s f e r  o f  m o n ie s  f rom  th e  Perm anent  Fund e a r n i n g s  a c c o u n t  
t o  t h e  D e f e a s a n c e  Fu n d .  T h i s  t r a n s f e r  i s  made o v e r  two f i s c a l  y e a r s .  Once t h e  Fund has  
been  e s t a b l i s h e d ,  t h e  G .O .  bond d e b t  o f  $ 6 5 4 ,0 0 0 , 0 0 0  b e f o r e  May o f  1978 can be d e d u c t e d  
f rom  t h e  S t a t e ' s  b o c k s .  The  D e f e a s a n c e  Fund wou ld  r e d u c e  t h e  a p p r o p r i a t i o n  t o  t h e  S t r t e  
d e b t  s e r v i c e  by $ 6 0 , 5 3 9 , 0 0 0  i n  FY 84 ,  $ 5 8 , 3 7 1 , 0 0 0  in  FY 85 ,  and 5 7 , 7 0 8 , 0 0 0  i n  FY 86.

C r e a t i o n  o f  t h i s  Fund would  e l i m i n a t e  t h e  Perm anent  Fund d i v i d e n d , - ’ i n f l a t i o n  p r o o f i n g ,  
and u n d i s t r i b u t e d  a c c o u n t s  f o r  FY 83.

,r

A .  D i s c l a i m e r :
T h i s  s t a t e m e n t  ha s  n o t  been  r e v i e w e d  by t h e  0MB i n  t h e  O f f i c e  o f  t h e  G o v e r n o r .  I t  t h e r e  
f o r e  d o e s  n o t  r e p r e s e n t  t h e  f i n a l  e s t i m a t e  o f  f i s c a l  i m p a c t .

P r e p a r e d  By:_ 
D i v i s i o n :

Phone:
D a t e :

A p p r o v e d  .by C p p n i s s i o n e r :  L )  M t  D a t e :  3 / j0 1 S3y  Lpjmn 
D e p a r t m e n t :  A o ĵL

5.  D i s t r i b u t i o n :
O r i g i n a l  t o  L e g i s l a t i v e  F i n a n c e  
C o p y  t o  0MB 
C o p y  t o  S p o n s o r  
C o p y  t o  R e q u e s t o r 2/15/83
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IJEPARTMENT OF REVENUE

OFFICE OF THE COHMISSIOHER j
M arch  $ f ,  1983

BILL SHEFFIELD, GOVERNOR

POUCHS
JUNEAU. ALASKA 99811 
PHONE: 19071 465-2300

The H o n o ra b le  M i t c h e l l  E .  Abood 
C h a i r m a n ,  House S t a t e  A f f a i r s  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
Pouch V
J u n e a u ,  AK 99811

Re:  HB 161

Dear  M r .  Ch a i rm an :

E n c l o s e d  y o u  w i l l  f i n d  t h e  D e p a r tm e n t  o f  R e v e n u e ' s  r e s p o n s e  t o  
q u e s t i o n s  a sked  a t  t h e  F e b r u a r y  28,  1983  m e e t i n g  o f  t h e  House S t a t e  
A f f a i r s  C o m m i t t e e  p e r t a i n i n g  t o  HB 1 6 1 .  I hope t h i s  i n f o r m a t i o n  i s  wha t  
y o u r  s e e k .  I f  y o u  would l i k e  any f u r t h e r  i n f o r m a t i o n ,  p l e a s e  l e t  me 
know.

S i n c e r e l y , —

/
R o b e r t  D. Heath 
Co m m i s s io n e r  o f  Revenue

RDH:ml l
E n c l o s u r e

. .1 .Q 2 L H



POSITION PAPER ON HOUSE BILL 161

"An act establishing a defeasance fund in the Department of Revenue 

for the purpose of retiring State general obligation debt; 

transferring a portion of the income of the Alaska Permanent Fun d  to 

the defeasance fund and providing for an effective d^te."

This paper wil l  explain certain aspects of a defeasance fund, highlight the 

issues surrounding its creation and present the position of the Department of 

Revenue.

A  defeasance fund is a trust account which would be set up with an independent 

third party trustee such os a national bank. This account would be used to 

purchase a portfolio of securities whose maturities and cash flow income would 

c o r respond to the principal and interest payments of the G.O. bonds which are 

being defeased. Once the fund is established, the debt service on these bonds 

would not need to be appropriated from the General Fund.'*' A  schedule of the 

y e arly debt service on the pre-1978 bonds is attached. The reason the total 

a ppropriation is lower than the balance due on the G.O. bonds is because of 

the difference in interest rates which can presently be earned and the coupon 

rates of the bonds.

T he bill refers to G.O. debt issued before M ay 2, 1978. The reason is \.hat in 

1978 the Internal Revenue Service issued a ruling limiting the amount of 

interest which can be earned on defeasance funds to the rate paid on the 

bonds. Thus, defeasance on bonds issued after 1978 offer little financial 

benefit.

I n  regard to the bill itself, the Department of Revenue sees possible legal 

problems. HB 161 is a temporary bill in that it attempts to take the earnings 

of the Permanent Fund for one year to create the defeasance fund. No attempt 

is made to repeal the current law governing the use of Permanent Fund income.

Debt service is now an automatic appropriation (AS 37.15.012 by § 1 Ch. 

100, S L A  1981).
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The question mus t  be addressed by l a w  as to whether a temporary bill can 

override substantive law.

Another legal question deals wit h  interest earned on the defeasance fund. The 

interest would go back into the fund by nature of the defeasance which could 

be viewed as a dedication of funds. Alaska's constitution prohibits 

dedication of fundr,. (Alaska Constitution Article IX, Section 7)

In analyzing the financial feasibility of the bill, the rate of interest paid 

on the G.O. bonds (see schedule attached) and the current rate of interest on 

investments mu s t  be compared. A  majority of the bonds are below 6% interest 

and today's m a r k e t  will pay 8 1 / 2 %  to 10% interest depending on the type of 

security. Thus, there is little financial reason to pay off this l o w  interest 

debt sooner than the current schedule specifies.

Also, to create this defeasance fund will restrict future legislative 

sessions' funding because once the fund is established, these monies are no 

longer available for appropriation. __

Another p r o blem connected with showing a surplus of funds is our national 

image. We are concerned that people in the "lower 48" m a y  feel Alaska is not 

sharing its wealth with the nation. (Per letter dated February 3, 1983 to 

Representative Abood on this subject.)

The last point we wish to make concerns the status of future bonding issues.

If the State of Alaska has the surplus funds to set up a defeasance fund, the 

IRS may vie w  any future bond issues (at least for 18 months) as arbitrage 

bonds and declare them taxable. This would increase the interest rate 

considerably and could cost th< State more money in interest payments.

For the reasons stated herein and in view of the G o v e r n o r’s policy concerning 

the use of Permanent Fund income, the Department of Revenue opposes HB 161.

Our recommendation would be to continue paying the bonds on their established 

s c h e d u l e .

Attachment



OUTSTANDING BALANCE ON PRE-MAY. 1978 G.O. BONDS 

JUNE 30. 1983

Rate of

Bond Title Interest Principal Interest Total

Univ. of Ak. Housing Bonds, 1958, Series A 3.00% $ 310,000 $ 28,350 $ 338,350

Ferries &  Roads Bonds, 1961, Series A 3.82 6,130,000 1,115,870 7,245,870

"Composite 1/8/64 Sale", Series L 3.56 565,000 20,340 585,340

1964, Series B (1967 Issue) 3.75 7,277,000 1,741,932 9,018,932

1964, Series C (1967 Issue) 3.75 1,156,000 630,152 1,786,152

1967, Fi r s t  Series 4.50 9,190,000 2,316,125 11,506,125

1967, Second Series 4.90 8,550,000 2,222,270 10,772,270

1968, Series A 5.19 5,375,000 861,475 6 r236,475

1968, Series B 5.24 4,250,000 672,657 4,922,657

1969, Series A 5.74 3,575,000 748,175 4,323,175

1969, Series D (1966 Univ. of Ak.) 3.00 1,380,000 380,100 1,760,100

1970, Series C 5.88 3,100,000 280,535 3,380,535

1971, Series A 5.07 10,285,000 2,924,680 13,209,680

1971, Series B 6.04 14,520,000 7,478,400 21,998,400

1971, Series C 6.04 2,950,000 1,509,000 4,459,000

1971, Series D 6.00 850,000 411,000 1,261,000

1972, Series A 5.24 15,800,000 5,958,000 21,758,000

1972, Series B 5.16 19,600,000 7,979,525 27,579,525

1973, Series A 5.12 15,000,000 5,890,500 20,890,500

1973, Series B 5.11 18,500 ,,000 7,696,500 26,196,500

1973, Series C 5.80 26,500,000 13,319,375 39,819,375

1974, Series A 6.86 26,100,000 15,078,000 41,178,000

1975, Series A 5.99 33,200,000 16,552,100 49,752,100

1975, Series B 6.53 37,000,000 20,191,750 57,191,750

1975, Series C 6.86 32,250,000 16,298,075 48,548,075

1976, Series A 5.87 25,000,000 7,733,750 32,733,750

1976, Series B 5.80 25,000,000 7,672,500 32,672,500

1977, Series A 5.08 27,500,000 8,406,250 35,906,250

1977, Series B 4.51 24,000,000 3,283,000 27,283,000

1978, Series A  (4/1/78) 4.87% 25.000.000 3.650.000 28.650.000

$429,913,000 $163,050,386 $592 ,963.386



D EBT SERVICE ON OUTSTANDING G.O. BONDS BY Y EAR

Years Ended 

June 30 Princioal Interest Total

Debt Service 

on pre 5/78 

Bonds

1984 $100,175,000 $63,240,329 $163,415,329 $60,539,165
1985 100,060,000 56,149,274 156,209,274 58,370,860
1986 101,465,000 49,119,762 150,584,762 57,707,763
1987 100,580,000 42,229,846 142,809,846 54,769,221

1988 100,885,000 35,449,255 136,334,255 53,044,505
1989 95,927,000 28,547,971 124,474,971 46,006,721
1990 87,760,000 22,063,090 109,823,090 40,131,590
1991 69,699,000 15,870,180 85,569,180 38,947,430
1992 48,349,000 10,523,425 58,872,425 38,152,425

1993 43,563,000 7,396,987 50,959,987 31,719,987
1994 20,598,000 5,219,975 25,817,975 25,817,975
1995 19,096,000 3,987,625 23,083,625 23,083,625
1996 18,610,000 2,864,412 21,474 j 412 21,474,412
1997 14,865,000 ],800,418 16,665,418 16,665,419

1998 13,380,000 1,008,193 14,388,193 14,388,194
1999 8 640,000 368,931 9,008,931 9,008,931
2000 2, j JI.OOO 69.081 2.600.081 2.600.081

June 30, 1983 $946,183,000 $345,908,754 $1,292,091,754 $592,428,304
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Bachc Halsey Stuart S'lle lds Incorporated
■If

I .  Summary and Op in ion

A la sk a  has a land  area o n e - f i f t h  t h e  s i z e  o f  th e  c o n t i n e n t a l  U n i t e d  
S t a t e s ,  b u t  th e  t o t a l  p o p u la t i o n  i s  s m a l l e r  than  t h a t  o f  t h e  c i t y  o f  S e a t t l e  and 
i s  c h i e f l y  c l u s t e r e d  in  a handfu l  o f  urban a r e a s .  M i g r a t i o n  f rom the  "Lower 48" 
s t a t e s  has been s u c c e s s i v e l y  drawn t o  A la s k a  by t h e  go ld  r u s h ,  m i l i t a r y  b u i l d - u p s  
du r in g  two World Wars and,  most  r e c e n t l y ,  N o r t h  S lo p e  o i l .

S i n c e  the  c o m p le t io n  o f  t h e  T ra n s  A la sk a  P i p e l i n e  t h a t  run s  from th e  
N o r t h  S lo p e  o i l  f i e l d s  t o  t h e  s o u th e r n  p o r t  o f  V a l d e z ,  th e  o i l  and gas i n d u s t r y  
has overshadowed a l l  o t h e r  A la sk an  i n d u s t r i e s  in  te rm s  o f  re venue  produced .  
F o u r - f i f t h s  o f  t o t a l  Genera l  Fund re v e n u e s  come from o i l  and gas t a x e s ,  r e n t s ,  
r o y a l t i e s  and b on u se s .  W ith  U . S .  d e c o n t r o l  o f  o i l  p r i c e s  a t  th e  end o f  t h e  19 7 0 s ,  
A la sk an  revenues  so a red .  Dur ing  t h e  past; y e a r ,  however,  wor ld  o i l  p r i c e s  have 
weakened,  low er ing  S t a t e  re ven u es  and r e v e r s i n g  t h e  e a r l i e r  r i s i n g  t r e n d  in 
General  Fund b a la n c e s .

A la sk a n s  are  c o n s c i o u s  o f  the  s e n s i t i v i t y  o f  t h e i r  economy t o  f l u c ­
t u a t i o n s  in  wor ld  demand f o r  A l a s k a ' s  d e p l e t a b l e  r e s o u r c e s .  In 1976 th e  v o t e r s  had 
th e  f o r e s i g h t  t o  approve a S t a t e  c o n s t i t u t i o n a l  amendment c r e a t i n g  a Permanent  
Fund t o  r e c e i v e  and m a in ta in  in  p e r p e t u i t y  a l a r g e  sh a re  o f  o i l  and gas i n d u s t r y  
payments  t o  th e  S t a t e .  In F i s c a l  1981 and 1982 l a r g e  t r a n s f e r s  from th e  General  
Fund were a p p r o p r ia t e d  t o  t h e  Permanent Fund,, o ve r  and above th e  d i r e c t  o i l  and 
gas revenue payments t h a t  a re  c o n s t i t u t i o n a l l y  mandated.  Earned  i n v e s t m e n t  i n ­
come from th e  Permanent Fund (which now a g g re g a te s  o ve r  $3 b i l l i o n )  s u p p l i e s  
s i g n i f i c a n t  supp lementary  revenue to  the  General  Fund.

A la skan  general  e x p e n d i t u r e s  no rm a l l y  i n c l u d e  a l a r g e  amount o f  c a p i t a l  
o u t l a y s ,  a s  may be e x p e c te d  in an underdeve loped  land  e x p e r i e n c i n g  r a p id  economic 
growth .  Conventtona.b;cap.t ta.r .f f 'nancTrig.  th rough  bond i s s u a n c e  h a s ' a lso . .been  re-ji 
l a t i v e . T y . l a r g e . "  A s : a , c o n s e q u e n c e ;  p e r . c a p i t a  t a x - s u p p o r t e d : S t a t e - d e b t  i s  o v e r  
t e n . t i m e s  t h a t  o f . t h e  median-' s t a te j ,  a n d . d e b t . i s . . v e r y  high,  r e l a t i v e ,  to -  personal/ 
income.  However,  t h e s e  measures  o f  a b i l i t y  t o  pay are  a t  p r e s e n t  i r r e l e v a n t  f o r  
A l a s k a ,  s i n c e  a lm o s t  a l l  S t a t e  revenues  are  d e r i v e d  d i r e c t l y  from m i n e r a l s  p r o ­
d u c t i o n  and p r o c e s s i n g .  General  o b l i g a t i o n . b o n d  m a t u r i t i e s  are  t imed  t o  .match.,/ 
p ro je c t e d ,  d e p l e t i o n  o f  p e t ro leu m  r e s o u r c e s , ;  and by t h a t  t im e  new. pe t ro leum -and  
n on -p e t ro leu m  minera l  r e so u rc e s ,  a re  l i k e l y  t o  have been developed^. The i n ­
s t a b i l i t y  o f  pe t ro leum  p r i c e s  remains  a c l o u d  on the  s h o r t  run h o r i z o n  because  
o f  th e  dependence o f  S t a t e  revenues  on o i l  and gas e a r n i n g s .

On th e  b a s i s  o f  a l l  o f  th e se  c o n s i d e r a t i o n s ,  we r a t e  th e  S t a t e  o f
A la sk a  in the  mid-range o f  the  "double.1 A" (AA)  q u a l i t y  r a t i n g  s c a l e .

Key S t a t i s t i c a l  Co m p ar i so n s :  A la sk a  and U . S . ,  1980

P o p u la t ion
Per c a p i t a  personal  income 
% employed in  government  (1978)
Unemployment r a t e  ( 1 9 8 1 )
T o ta l  S t a t e  revenue per  c a p i t a
% General  Fund revenue from o i l  & gas i n d u s t r y  ( 1 9 8 1 )  
T o ta l  S t a t e  e x p e n d i tu r e  per  c a p i t a  
T a x - r e l a t e d  S t a t e  deb t  per  c a p i t a  (1982)
Debt  s e r v i c e  as  % o f  t o t a l  revenue ( 19 8 1 )

aMoody's state median

A la sk a U . S .
401,851 226,545,805
$12,790 $9,521

39.0% 17.9%
9.3% 7.6%

$ 8 ,064 $1 ,223
81.0% NA

$ 5,058 $ 1 , 1 38a
$ 2 ,3 14 $ 203

2.3% 4.0%

BACHE:  AA
MOODY'S :  Aa

STANDARD & POOR'S AA-
-2-
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I I .  Demographic and Economic Trends  

POPULATION AND LAND OWNERSHIP

Between rough ly  B . C .  20,000 and A .D .  1700 A la ska  was popula ted  by 
o n l y  a few thousand In d ian s  and E sk im os ,  de s ce n d an t s  o f  Ice  Age m igran t s  who 
had c r o s s e d  the  Ber ing  S t r a i t  land b r idge  w h i l e  the  sea was cap tu red  by the  
ex p a n s i v e  Polar  I ce  Cap.  The adven t  o f  R u s s ian  f u r - t r a d e r s  brough t  the  f i r s t  
Europeans to  the  land .  In 1867 the  R us s ian  c la im  was s o l d  t o  the  U n i t e d  S t a t e s ,  
and o n l y  23 y e a r s  ago,  in  1959,  A la sk a  a ch ie ve d  S t a t e h o o d .  Even now, however,  
on a land area o n e - f i f t h  the  s i z e  o f  the c o n t i n e n t a l  U n i t e d  S t a t e s ,  the  e n t i r e  
p o p u la t io n  i s  o n l y  s l i g h t l y  o ve r  400,000,  a p op u la t io n  s m a l l e r  than  t h a t  o f  the  
c i t y  o f  S e a t t l e .

Table 1. Alaska and U.S. Decennial Population: Actual 
and Projected 1990-2000

1950-1980

Alaska Alaska U.S. U.S. Alaska,

Year Population % Change Population % Change U.S.

1950 128,643 151,325,798 0.1%

1960 226,167 75.8% 179,323,175 18.5% 0.1

1970 302,583 33.8 203,302,031 13.4 0.2

1980 401,851a 32.8 226,545,805 11.4 0.2

1990 532,000 32.4 247,859,000 .9.4 0.2

2000 665,000 • 25.0 264,726,000 6.8 0.3

R e v i s e d  1980 Census figure, September, 1981.

Sources: Decennial Census Figures from Bureau of the Census, "Census of
Population and Housing: Alaska" (September, 1981 and "Number of 
Inhabitants - Alaska"; 1990 and 2000 adjusted projections from 
Regional Economic Analysis Division, Bureau of Economic 
Analysis, U.S. Department of Commerce.

New a r r i v a l s  from the  "Lower 48" have come to  A la ska  in a c c o r d i o n - l i k e  
waves.  U n t i l  1880 the  n o n - n a t i v e  pop u la t io n  o f  A la ska  s t i l l  c o n s i s t e d  p r i m a r i l y  
o f  f u r  t r a d e r s .  In 1880, however,  R ichard  H a r r i s  and Joe  Juneau d i s c o v e r e d  gold 
in the  S o u t h e a s t  Panhandle below Canada ' s  Yukon T e r r i t o r y ,  and the  f i r s t  l a rge  
wave o f  w h i te  m ig ra t io n  began.* The gold  rush  was over  by the  e a r l y  20th c e n t u r y ,  
and a l though  the  t e r r i t o r i a l  c a p i t a l  was t r a n s f e r r e d  from S i t k a  t o  the  
new c i t y  o f  Juneau in 1900,  Ju n e a u ' s  p op u la t io n  remains l e s s  than 20,000.  I t  
w i l l  become s m a l l e r  s t i l l  i f  the c a p i t a l  i s  moved to  W i l l ow ,  nor th  o f  Anchorage ,  
as approved in a 1976 S t a t e - w i d e  referendum bu t  s u b j e c t  to  a c on f i rm in g  r e f e r ­
endum in November, 1982.

*As a r e s u l t  o f  the  gold  r u s h ,  Juneau was the  f i r s t  c i t y  to  be founded in 
A la sk a  s i n c e  i t s  purchase from R u s s i a .



The e s t a b l i s h m e n t  o f  m i l i t a r y  b a se s  in  A la s k a  d u r in g  the  two World 
Wars b rough t  more i n h a b i t a n t s  from th e  main land.  M i l i t a r y  i n s t a l l a t i o n s  in  
Anchorage ,  on th e  s o u t h - c e n t r a l  c o a s t  o f  A l a s k a ,  and F a i rb a n k s  in  the  i n t e r i o r  
are b u t  one o f  th e  e lem en t s  t h a t  have made t h e s e  c i t i e s  the  two l a r g e s t  in  the 
S t a t e .  The 1980 p o p u la t i o n  o f  Anchorage  was 1 7 3 , 0 1 7 ,  o r  43% o f  th e  S t a t e  t o t a l ,  
and th e  p o p u l a t i o n  o f  Fa i rb an k s  was 22 ,645 .  The most  r e c e n t  wave o f  m ig r a t i o n  
to  A l a s k a ,  a t t r a c t e d  by the  huge N o r th  S lo p e  o i l  f i n d  in  1968 ,  has helped  to  
sw e l l  t h e  p o p u la t i o n  o f  F a i r b a n k s ,  a major s u p p l y  d e p o t  and s t a g i n g  p o i n t  f o r  
the  N o r t h  S l o p e .  A l l  t o l d ,  s u c c e s s i v e  waves o f  m ig r a t i o n  from th e  Lower 48 
have b rou gh t  the  n o n - n a t i v e  p o p u la t i o n  up t o  77% o f  t h e  t o t a l ,  most  o f  i t  
c l u s t e r e d  in  a handfu l  o f  urban a re a s .

The S t a t e h o o d  A c t  o f  1958 g ran ted  A la sk a  th e  r i g h t  t o  s e l e c t  103.4
m i l l i o n  a c r e s  a s  S t a t e  lands  — 27% o f  the  t o t a l  a rea  o f  th e  S t a t e  — s u b j e c t
t o  th e  c l a i m s  o f  the  n a t i v e  E sk im os ,  A l e u t s  and I n d i a n s .  The A la sk a  N a t i v e  
C l a im s  S e t t l e m e n t  A c t  o f  1971 de layed  S t a t e  land s e l e c t i o n  u n t i l  t h i r t e e n  
reg ion a l  N a t i v e  C o r p o r a t i o n s  were e s t a b l i s h e d  and had s e l e c t e d  t h e i r  own 44 
m i l l i o n  a c r e s  ( i n c l u d i n g  s u b s u r f a c e  r i g h t s ) ,  12% o f  t h e  t o t a l  land  a rea .  Under 
the  te rm s  o f  the  S e t t l e m e n t  A c t ,  the  N a t i v e  C o r p o r a t i o n s  have a l s o  r e c e i v e d  
$462 m i l l i o n  from the  Federal  Government and j o i n t  payment by the  Federa l  and 
S t a t e  governments  o f  $500 m i l l i o n  d e r i v e d  from r o y a l t i e s ,  r e n t a l s  and bonuses  
r e l a t e d  t o  minera l  p r o d u c t i o n .  Monetary  payments  were com ple ted  in  1 9 8 1 ,  bu t  
land s e l e c t i o n  i s  s t i l l  under way.

A f u r t h e r  r e s t r a i n t  on A la skan  S t a t e  land  s e l e c t i o n  i s  the  A la sk a  
N a t io n a l  I n t e r e s t  Lands C o n s e r v a t i o n  A c t  o f  1980 ( t h e  "Lands A c t " )  which s e t  
a s i d e  120 m i l l i o n  a c r e s  (32% o f  the  t o t a l  A la skan  land  a re a )  f o r  N a t i o n a l  P ark s ,  
r e f u g e s  and o t h e r  c o n s e r v a t i o n  s y s t e m s .

When S t a t e  and N a t i v e  s e l e c t i o n  has been c o m p le te d ,  the  Federa l  
Government w i l l  s t i l l  own about  60% o f  the t o t a l  A la sk a n  land  a re a .  Beyond 
the  land  area p ro p e r ,  however,  the  S t a t e  has r e c e i v e d  an e s t i m a t e d  35 t o  45 
m i l l i o n  a c r e s  o f  submerged t e r r i t o r y ,  some o f  which c o n t a i n s  p roduc ing  o i l
and gas f i e l d s  o r  has high p o t e n t i a l  f o r  such p r o d u c t i o n .

Bache Halsey Stuart Shields Incorporated
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INDUSTRY AND EMPLOYMENT

The o i l  and gas i n d u s t r y  overshadows a l l  o t h e r  A la skan  i n d u s t r i e s  
in terms o f  revenue produced.  When measured in cerms o f  t o t a l  employment, 
however,  the predominant  i n d u s t r y  in  A la ska  i s  government.  A lm o s t  t w o - f i f t h s  
o f  the  employed la b o r  f o r c e  i s  in  the  government  s e c t o r  (Tab le  2 ) .

Table 2 Alaska and U.S. Employment Distribution by Industry: 
Actual 1978 and Projected 1990 and 2000

Industry Alaska U.S.

1978 1990 2000 1978 1990 2000

Trade 14.8% 17.5% 19.7% 21.2% 21.8% 22.0%
Services 17.1 20.9 23.0 20.4 22.4 23.5
Government 39.0 31.6 27.7 17.9 16.4 15.9
Manufacturing 5.7 5.4 5.3 20.7 19.8 19.3
Construction 6.7 6.4 6.1 5.3 5.4 5.3
Finance ^ 4.3 5.4 5.9 5.1 5.7 5.9
Transportation 8.1 7;4 7.2 5.1 4.9 4.8
Agriculture 1.4 1.0 1.1 3.4 2.6 2.4

Mining 2.9 3.7 3.7 0.9 0.9 0.8

Total4* * 100.0 100.0 100.0 100.0 100.0 100.0

^Finance, Insurance: and Real Estate 
Transportation, Communication and Public Utilities 

^Farrn, Agricultural Services, Forestry, Fisheries and Other 
Columns may not sum to 100% due to rounding

Source: Survey of Current Business (November, 1980)
pp. 56 and 70.

Juneau i s  the  o f f i c i a l  s e a t  o f  S t a t e  government,  and the  economy 
o f  the S o u t h e a s t  r e g io n ,  where Juneau i s  l o c a t e d ,  i s  h e a v i l y  dependent  upon 
government  employment. F i s h i n g ,  f o r e s t r y ,  t o u r i s m  and t rade  are a l s o  impor­
t a n t  to  the re g io n ,  a l though  a t  p r e s e n t  the  f o r e s t r y  i n d u s t r y  i s  depre s sed  by 
a f a l l - o f f  in  c o n s t r u c t i o n  a c t i v i t y  in Japan,  the prime market f o r  A laskan 
t im ber  and pu lp .  New mineral  p ro d uc t io n  in the  S o u t h e a s t  may prov ide  sub­
s t a n t i a l  employment o p p o r t u n i t i e s  by the mid -1980s .  A s i l v e r - z i n c - l e a d  mine 
near Juneau and a molybdenum mine near Ke tchikan are expec ted  to  be o p e r a t i v e  
in a few y e a r s ,  as envi ronmenta l  and f i n a n c i a l  problems are worked o u t .

Two t ime zones westward from Juneau cn the sou thern  c o a s t  i s  the  
t h r i v i n g  c i t y  o f  Anchorage,  the f i n a n c i a l  and commercial  hub o f  A la s k a .  The 
c i t y  i s  an impor tan t  s e a p o r t ,  an a i r  t r a n s p o r t a t i o n  c e n t e r ,  headquar ter s  f o r  
many o f  the na t io na l  and i n t e r n a t i o n a l  f i r m s  p a r t i c i p a t i n g  in N o r th  S lope  o i l  
and natura l  gas deve lopment ,  and the s i t e  o f  F o r t  R ichard son  and Elmendorf  A i r  
Fo rce  Base.  A l though  Juneau i s  the c a p i t a l ,  many S t a t e  government  o f f i c e s  are 
lo c a te d  in Anchorage.  Governmental  o p e r a t i o n s ,  i n c l u d in g  the  2800 c i v i l i a n s
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employed a t  Federa l  m i l i t a r y  i n s t a l l a t i o n s ,  a c coun ted  f o r  an e s t i m a t e d  27% o f  
t o t a l  wage and s a l a r y  j o b s  in  Anchorage  in  1980,  a h igh  pe rcen tag e  by average 
U . S .  s t a n d a r d s ,  bu t  a lower  dependency on government  employment than in  the  
o t h e r  two major A la sk an  c i t i e s .

Anchorage  i s  a t  th e  c e n t e r  o f  a growing and d i v e r s i f i e d  r e g io n  o f
A la s k a .  The Kenai P e n in s u la  fo rms  th e  s o u t h e a s t e r n  c o a s t  o f  Cook I n l e t ,  the
2 00 -m i le  long  e n t r a n c e  t o  th e  p o r t  o f  Anchorage .  O i l  and gas p ro d u c t i o n  and
r e f i n i n g  on th e  P e n in su la  and in  Cook I n l e t  a c c o u n t  f o r  about  50% o f  th e
Kenai t a x  b a s e ;  the  Kenai N a t i o n a l  Moose Range p r o v i d e s  an example o f  "compatib le  
use" between a w i l d l i f e  p r e s e r v e  and th e  f i r s t  o i l  f i e l d  in A l a s k a .  A t  the  
so u th e rn  end o f  th e  P e n in su la  i s  t h e  p o r t  o f  Seward on th e  G u l f  o f  A l a s k a ,  the  
so u th e rn  t e rm in u s  o f  the  4 70 -m i le  long  F e d e r a l l y  owned A la s k a  R a i l r o a d  which 
runs  n o r th  t o  Anchorage ,  on through  th e  a g r i c u l t u r a l  M a t a n u s k a - S u s i t n a  
("Ma tSu" )  r i v e r  v a l l e y s  where a g i a n t  h y d r o e l e c t r i c  p l a n t  may e v e n t u a l l y  be 
b u i l t ,  th rough  M t .  M c K i n l e y  N a t i o n a l  Park p a s t  th e  h i g h e s t  mountain in  N o r th  
Am er i ca ,  and p a s t  the  Nenana coa l  f i e l d  w i th  th e  o n l y  o p e r a t i n g  mine in  a 
S t a t e  t h a t  has p u rp o r te d  coa l  r e s e r v e s  o f  a lm o s t  2 t r i l l i o n  t o n s .  The nor th e rn  
te rm in u s  o f  the  r a i l r o a d  i s  F a i rb a n k s .

In a d d i t i o n  t o  be ing  a government  and m i l i t a r y  c e n t e r  ( F o r t  W a in w r igh t ,
F o r t  G r e e l e y  and E i l s o n  A i r  Fo r ce  Base)  and h o s t  to  th e  main campus o f  the  
U n i v e r s i t y  o f  A l a s k a ,  Fa i rb an k s  i s  t h e  s e r v i c e  and d i s t r i b u t i o n  c e n t e r  f o r  the  
i n t e r i o r  and n o r th e rn  p o r t i o n s  o f  the  S t a t e .  I t  has bo th  b e n e f i t e d  and s u f f e r e d  
from th e  c o n s t r u c t i o n  o f  th e  Trans A la sk a  o i l  p i p e l i n e  t h a t  runs from the  
A r c t i c  Ocean t o  the  p o r t  o f  V a l d e z ,  j u s t  e a s t  o f  the  Kenai P e n in s u la .  Fa i rbanks  
b e n e f i t e d  from the  t r a d e  and employment  genera ted  by p i p e l i n e  c o n s t r u c t i o n  
a c t i v i t y  du r ing  the  m id - 1 9 7 0 s .  But  w i t h  the  c o m p le t io n  o f  t h e  l i n e  in  1977,  
unemployed c o n s t r u c t i o n  workers  f l o o d e d  i n t o  the  c i t y  l o o k in g  f o r  work.

Even b e f o r e  co m p le t io n  o f  the  o i l  p i p e l i n e ,  F a i rb a n k s  in p a r t i c u l a r  
and A la sk a  in genera l  e x p e r i e n c e d  high  unemployment r a t e s .  The c l i m a t e  
and th e  predominance o f  o u tdoor  or sea sona l  p r o d u c t i v e  a c t i v i t i e s  
l i k e  f i s n i n g ,  m in ing ,  d r i l l i n g ,  lumber ing  and c o n s t r u c t i o n  work cause  un­
employment  t o  be e x c e e d i n g l y  h igh  f o r  many months each y e a r .  More i m p o r t a n t l y ,  
c h r o n i c  r a t h e r  than sea son a l  unemployment i s  caused  by th e  w idespread  im p re s s ion  
in th e  Lower 48 t h a t  j o b s  and w ea l th  are  a v a i l a b l e  in p l e n t y  in  A l a s k a .  The 
r e s u l t  i s  t h a t  j o b - s e e k e r s ,  o f t e n  w i th  the  wrong s k i l l s ,  pour i n t o  A la sk a  in 
g r e a t e r  numbers than can be accommodated.  E x c e p t  f o r  1975 ,  one o f  th e  y e a r s  o f  major 
p i p e l i n e  c o n s t r u c t i o n ,  the  average annual unemployment r a t e  in  A la sk a  has 
been above th e  n a t i o n a l  average  s i n c e  1970,  and f r e q u e n t l y  h i g h e s t  in  the  n a t i o n .



Table 3. Average Annual Unemployment Rate, Alaska and U.S.
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Alaska U.S.

1970 10.3% 4.9 %
1971 11.9 5.9
1972 10.4 5.6
1973 10.4 4.9
1974 10.5 5.6

1975 6.9 8.5
1976 8.0 7.7
1977 9.4 7.0

1978 11.2 6.0

1979 9.2 5.8

1980 9.7, 7.1
1981 9.3* 7.6

P r e l i m i n a r y  figure.

Source: U.S. Bureau of Labor Statistics;

U.S. Bureau of the Census, Statistical 
Abstract of the United States, for 1970-74 

Alaskan unemployment rates.

S i n c e  the  com ple t ion  o f  the  Trans  A la sk a  o i l  p i p e l i n e ,  N o r th  S lo p e  
pe tro leum p ro d u c t io n  has been a major f a c t o r  in  the  A la skan  economy. P ip e­
l i n e  c a p a c i t y  i n c r e a se d  from 720,000 b a r r e l s  per  day in  1977 t o  1 .5  m i l l i o n  
b a r r e l s  per  day in 1980.  Maximum d e s ign  c a p a c i t y  i s  2 m i l l i o n  b a r r e l s  per  
day.  In the o ld e r  Kenai f i e l d s ,  o i l  p ro d u c t io n  averaqes  100,000 b a r r e l s  per  
day.  I t  has been c o n s e r v a t i v e l y  e s t i m a t e d  t h a t  a t  l e a s t  o n e - t h i r d  o f  the  
l a b o r  f o r c e  employed in A la sk a  i s  in one way or  a no the r  dependent  on the 
pe tro leum i n d u s t r y . *  T h i s  e s t i m a t e  takes  i n t o  a cco u n t  th e  f a c t  t h a t  a p p r o x i ­
m ate ly  9 0 %  o f  S t a t e  government  revenues  are d e r i v e d  from o i l  and gas t a x e s ,  
r e n t s  and r o y a l t i e s .  Thus in  the  near term A l a s k a ' s  economic s t r e n g t h  and 
S t a t e  f i n a n c i a l  r e s o u r c e s  w i l l  be g r e a t l y  i n f l u e n c e d  by t r e n d s  in the  world 
p r i c e  o f  pe t ro leum .  In the lon g e r  run ,  new mining o p e r a t i o n s ,  o i l  and gas 
f i e l d  d i s c o v e r i e s  and i n c r e a s e d  e a rn in g s  from the  Permanent Fund o f  accumula ted  
s e t - a s i d e s  from the  S t a t e ' s  m in e ra l -b a se d  revenues  are e x p e c te d  to  ex te n d  the 
b e n e f i t s  o f  A l a s k a ' s  d e p l e t a b l e  w ea l th  f a r  i n t o  the  f u t u r e .

PROSPECTS FOR ALASKAN MINERAL  DEVELOPMENT

With th e  1968 d i s c o v e r y  o f  a l a rge  o i l  and gas r e s e r v o i r  near 
Prudhoe Bay on the N o r th  S lo p e  o f  the Brooks Mounta in  Range,  A la ska  jumped 
to  second p lace  among the  s t a t e s  in  o i l  r e s e r v e s  and t h i r d  p lace  in na tu ra l  
gas .  The p r i n c i p a l  Prudhoe Bay r e s e r v o i r ,  w i th  remaining re c o v e r a b le  r e s e r v e s  
o f  app rox im a te l y  8 .4  b i l l i o n  b a r r e l s  o f  o i l  and 27 t r i l l i o n  c u b i c  f e e t  o f  g a s ,  
i s  l a r g e r  than any o i l  f i e l d  p r e v i o u s l y  round in N o r th  Amer ica .  Prudhoe Bay 
o i l  c u r r e n t l y  s u p p l i e s  a lm os t  o n e - f i f t h  o f  t o t a l  U . S .  o i l  p ro d u c t i o n .

*Alaska O f f i c e  o f  the G overnor ,  The A la ska  Economic In fo rm a t io n  and R epor t ing  
Sys tem ( Q u a r t e r l y  R epor t ,  O c to b e r  19 8 1 ) .
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W es t  o f  Prudhoe Bay on the  N o r t h  S l o p e ,  th e  Kuparuk f i e l d  began 
o p e r a t i n g  in  December,  19 8 1 .  I t  i s  now produc ing  80,000 b a r r e l s  p e r  day and 
i s  e x p e c t e d  t o  reach  250,000 b a r r e l s  pe r  day by 1986.  Known r e c o v e r a b l e  r e ­
s e r v e s  a t  Kuparuk are  c l o s e  t o  a b i l l i o n  b a r r e l s :  t o t a l  Kuparuk r e s e r v e s  are 
e s t i m a t e d  a t  4 -5  b i l l i o n  b a r r e l s .

A d d i t i o n a l  s u b s t a n t i a l  o i l  f i n d s  are  a l s o  a n t i c i p a t e d  in  the  S t a t e -  
owned s h a l l o w  w a te r s  o f  th e  B e a u f o r t  Sea  t o  th e  e a s t  o f  Prudhoe Bay,  b u t  f o r ­
m at ion s  here  have y e t  t o  be proven .

A t  th e  p r e s e n t  t im e  th e  n a tu r a l  gas  produced in  c o n j u n c t i o n  w i t h  N o r t l  
S lo p e  o i l  o p e r a t i o n s  i s  be ing  i n j e c t e d  back i n t o  the  Prudhoe Bay r e s e r v o i r .  A 
p r o j e c t  t o  p ipe  th e  gas  th rough  Canada a long  the  A l c a n  Highway t o  th e  Lower 48 
has been d e v i s e d ,  an agreement  between th e  U . S .  and Canada was conc luded  
in 1977 ,  and gas i s  a l r e a d y  f l o w in g  from Canada t o  t h e  W es te r ;  U . S .  through  
com ple ted  segm en t s .  I f  t h e  e n t i r e  p i p e l i n e  i s  com ple ted ,  th e  A la sk an  N a tu ra l  
Gas T r a n s p o r t a t i o n  S y s t e m  .vould be the  l a r g e s t  p r i v a t e l y  f i n a n c e d  p r o j e c t  e ve r  
undertaken  in  th e  w or ld .  C e r t a i n  e n a b l i n g  l e g i s l a t i o n ,  i n c l u d i n g  a w a ive r  
package t o  p e rm i t  p re c o m p le t io n  b i l l i n g ,  r o l l e d - i n  p r i c i n g ,  p roducer  e q u i t y  
p a r t i c i p a t i o n  and o t h e r  c o n d i t i o n s  s u b m i t t e d  by th e  p i p e l i n e  s p o n s o r s  has 
been p a s sed  by C o n g r e s s ,  b u t  e s c a l a t i n g  c o s t  e s t i m a t e s  and f i n a n c i n g  
problems c o n t i n u e  t o  cau se  d e l a y .  Recen t  weakness  in  wor ld  p e t ro leu m  p r i c e s  
has r a i s e d  a d d i t i o n a l  d ou b t s  about  the  p r o f i t a b i l i t y  o f  i n v e s t i n g  in  the  h ig h -  
c o s t  A la sk an  segment .

A la sk an  non -p e t ro leu m  mineral  development  was he ld  up f o r  many y e a r s  
by u n c e r t a i n t i e s  about  land ow n e r sh ip ,  bu t  C o n g r e s s i o n a l  pas sage  o f  t h e  Lands 
A c t  in  1980 c l e a r e d  th e  way f o r  a c c e l e r a t e d  deve lopm ent .  The l a r g e s t  o f  the  
p r o j e c t s  now p ro ceed ing  i n v o l v e s  e x p l o i t a t i o n  o f  an e s t i m a t e d  2 b i l l i o n  pound 
d e p o s i t  o f  molybdenum s u l f i d e  l o c a t e d  75 m i l e s  from Ke tch ikan  in  t h e  S o u t h e a s t .  
P ro d u c t io n  s t a r t u p  i s  c u r r e n t l y  s c h e d u le d  f o r  1987.

Coal  r e s e r v e s  in  A la sk a  are e s t i m a t e d  as  high as 1 . 9  t r i l l i o n  t o n s .
M o s t  A la skan  coa l  i s  found in  f o u r  a rea s  o f  t h e  S t a t e :  on th e  N o r th  S l o p e ,  in 
the  Nenana f i e l d  so u th  o f  F a i r b a n k s ,  in  th e  S u s i t n a  R i v e r  B as in  n o r th  c f  
Anchorage and on the  s o u t h e a s t e r n  s i d e  o f  th e  A la sk a  P e n in su la  ( i n c l u d i n g  the 
n o r th w e s t e r n  shore  o f  Cook I n l e t ) .  The N o r th  S lo p e  a lone  i s  e s t i m a t e d  t o  con ­
t a i n  1 . 8  t r i l l i o n  t o n s  o f  c o a l ,  b u t  83% o f  th e  proven r e s o u r c e s  o c c u r  in  the  
o t h e r  a r e a s ,  c h i e f l y  th e  Nenana f i e l d  where the  p roduc ing  U s i b e l l i  mine i s  l o c a t e d  
and th e  Beluga f i e l d  on Cook I n l e t .  Compared to  th e  coal  o f  Montana ar.d 
Wyoming, A la sk an  coa l  i s  s l i g h t l y  lower in s u l f u r  c o n t e n t  bu t  a l s o  lower  in 
h e a t i n g  va lu e  and much h ig h e r  in ash  and m o i s t u r e  c o n t e n t .  The c h i e f  ad­
vantage  o ve r  mainland coa l  o f  proven A la sk an  r e s e r v e s  i s  r e l a t i v e  n e a r n e s s  to  
marine p o r t s  and t o  Fa r  E a s t e r n  m a rk e t s ,  t h u s  compensa t ing  f o r  lower  q u a l i t y  
w i th  lower  t r a n s p o r t a t i o n  c o s t s .
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I I I .  F i s c a l  Trends

A la skan  S t a t e  revenues  are  s t r o n g l y  dependent  on the  wor ld p r i c e  
o f  pe t ro leum.  During  the  l a t e  1970s ,  as o i l  p r i c e s  ro se  so d id  S t a t e  reven u es .  
However, weakening o i l  p r i c e s  dur ing  the  p a s t  two y e a r s  have genera ted  n e t  
d e f i c i t s  in  the  S t a t e  budget  and reduced the  la r g e  General  Fund ba lance s  t h a t  
had accumula ted  by 1980.  The Governor has t h e r e f o r e  recommended t h a t  S t a t e  
a p p r o p r i a t i o n s  be c u t  back in F i s c a l  1983.

Because o f  the  p r o j e c t e d  d ec rea se  in o i l  and gas r e v e n u e s ,  coup led  
w i th  a l a r g e  r e l a t i v e  amount o f  o u t s t a n d in g  t a x - s u p p o r t e d  d e b t ,  the  G o v e rn o r ' s  
F i s c a l  1983 budget  a l s o  recommends t h a t  f u r t h e r  general  o b l i g a t i o n  borrowing 
be suspended  d ur ing  the  n e x t  two f i s c a l  .years ,  and t h a t  c a p i t a l  o u t l a y s  be 
f i n a n c e d  s o l e l y  from general  r e v e n u e s .  F o r t u n a t e l y ,  v o t e r s  had th e  f o r e s i g h t  
in  1976 t o  approve a c o n s t i t u t i o n a l  aiendment  c r e a t i n g  a Permanent Fund which 
r e c e i v e s  a l a rge  percen tage  o f  m in e ra l -b a se d  S t a t e  r e v e n u e s .*  The p r i n c i p a l  
o f  the  Fund i s  c o n s t i t u t i o n a l l y  r e q u i r e d  to  be main ta ined  in p e r p e t u i t y ; * *  
inve s tm en t  e a rn in g s  from the Permanent Fund,  however,  are t r a n s f e r r e d  t o  the  
General Fund and c;re a v a i l a b l e  f o r  c a p i t a l  as  wel l  as  o p e r a t i n g  e x p e n d i t u r e s . * * *  
Income from the  Permanent Fund shou ld  enab le  the  S t a t e  to  implement  the  G o v e rn o r ' s  
F i s c a l  1983 budget  recommendations.****

*The o r i g i n a l  amendment p rov ided  t h a t  a t  l e a s t  25" o f  a l l  mineral  l e a s e  
r e n t a l s ,  r o y a l t i e s ,  r o y a l t y  s a l e  p ro ce e d s ,  Federal  minera l  revenue 
s h a r in g  payments and bonuses  r e c e i v e d  by tne  S t a t e  be o laced  in the 
Permanent Fur.d. subsequent  l e g i s l a t i o n  in c r e a s e d  the  Permanent F und ' s  
share  to  50% f o r  r e n t s  and r o y a l t i e s  on mineral  l e a s e s  i s s u e d  a f t e r  
December 1 ,  1979 and to  50% f o r  bonuses  on mineral  l e a s e s  i s s u e d  a f t e r  
February  15 ,  1980.  The p r i n c i p a l  ba lance  o f  the  Permanent Fund as  o f  
December 31 ,  1981 t o t a l e d  $2 ,960 ,670,000 ,  i n c l u d in g  a r e q u i r e d  d e p o s i t  
o f  n e a r l y  $ 1 .3  b i l l i o n  dur ing  F i s c a l  1981 and a s p e c i a l  a p p r o p r ia t io n  
o f  $900 m i l l i o n  from the General  Fund. A second l e g i s l a t i v e  a p p r o p r ia t io n  
t o  the  Permanent Fund o f  $1 .8  b i l l i o n  r e q u i r e s  t h a t  a t  l e a s t  $1 .4  b i l l i o n
be t r a n s f e r * " d  during  F i s c a l  1982 and any remainder dur ing  F i s c a l  1983.

**No s y s t e m a t i c  p r e s c r i p t i o n  f o r  m a in ta in in g  the  va lue  o f  the  p r i n c i p a l  in  
terms o f  rea l  purchas ing  power has y e t  been adopted.

***Permarient Fund income i s  u n l i k e l y  t o  be a v a i l a b l e  f o r  deb t  s e r v i c e  .‘ ecause 
o f  U . S .  In t e rn a l  Revenue S e r v i c e  a r b i t r a g e  r u l e s .  ( See  a l s o  Revenue 
R u l ing  8 2 - 1 0 1 ,  i s su ed  by the  IRS  on April" 30,  1982,  in c o n n e c t i o n  w i th  i n ­
d i r e c t  s r p p o r t  f o r  S t a t e  o f  Alabama G .0 .  bonds by income from the  S t a t e ' s
H e r i t a g e  T r u s t ,  an o i l  and gas revenue t r u s t  fund s i m i l a r  to  the  A la ska  
Permanent Fund . )

****The 1980 L e g i s l a t u r e  a p p ro p r ia te d  50% o f  d i s t r i b u t a b l e  Permanent Fund income 
as  a d i r e c t  d i v id e n d  payment t o  A laskan r e s i d e n t s  based on l e n g th  o f  S t a t e  
r e s i d e n c y .  However,  the l e g i s l a t i o n  has been ch a l l e n g e d  on c o n s t i t u t i o n a l  
grounds and has no t  y e t  been implemented pending a d e c i s i o n  by the U . S .  
Supreme C o u r t .  The r e c e n t  drop in o i l - r e l a t e d  revenues  may induce  r e ­
c o n s i d e r a t i o n  o f  the p ro p o r t i o n a l  a l l o c a t i o n  o f  Permanent Fund income be­
tween p r i v a t e  and p u b l i c  purpose s .
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R EVEN UE S ,  EXPENDITURES  AND FUND BALANCES

Because o f  a S t a t e  c o n s t i t u t i o n a l  p r o h i b i t i o n  a g a i n s t  d e d i c a t i n g  
th e  p roceeds  o f  S t a t e  t a x e s  and l i c e n s e s ,  a p p r o p r i a t i o n s  from th e  General  
Fund a re  r e q u i r e d  f o r  a lm o s t  e v e r y  program in  A la s k a .  General  Fund revenues  
i n c r e a s e d  s t r o n g l y  in  F i s c a l  1980 and F i s c a l  19 81 ,  and r e s p o n s i v e  i n c r e a s e s  
in  spend ing  were l e g i s l a t e d  f o r  F i s c a l  1981 and F i s c a l  1982.  A drop in  
p r o j e c t e d  revenues  f o r  F i s c a l  1982 p re sa ge s  a l a r g e  d e c re a s e  in  th e  General  
Fund balance ,  a l th o u g h  th e  t o t a l  w i l l  s t i l l  be s u b s t a n t i a l  ( T a b l e  4 ) .

Table 4. State of Alaska General Fund Revenues, Expenditures

___________ and Balances, Fiscal 1977-8 2_________________
(Millions of Dollars) January

Projection

FY 1977 FY 1978 FY 1979 FY 1980 FY 1981 FY 1982

Total Receipts 
Total Expenditures

$1,206

1,036
$1,099
1,097

$1,4I>8
1.236

$2,793
1,477

$4,500

4,613

$4,336,

5,259

Ending General Fund 
nalance 760 761 984 2,300 2,187 1,264

^State of Alaska fiscal year runs from July 1 to June 30.
Includes $1.4 billion appropriated for trc'Psfer to the Permanent Fund over and above the 

constitutionally mandated amount.

Sources; State of Alaska Official Statement, February 26, 1982, and 

Alaska Executive Budget Fiscal 1983.

S o u r c e s  o f  S t a t e  revenue ,  d e t a i l e d  in Tab le  5,  a re  p red o m in a n t l y  
o i l  and g a s - r e l a t e d .  The S t a t e  has no s a l e s  t a x .  The S t a t e  persona l  income 
t a x  was re p e a le d  in Sep tember,  1980,  r e t r o a c t i v e  t o  c a l e n d a r  y e a r  1979 ,  and 
income t a x e s  a l r e a d y  paid  o r  w i t h h e l d  were re funded  in  F i s c a l  19 81 .  Tab le  6 
h i g h l i g h t s  the  sharp  c o n t r a s t  between A la skan  revenue s o u r c e s  and th e  U . S .  
average  d i s t r i b u t i o n .  A la sk a  r e c e i v e s  n e g l i g i b l e  s a l e s  t a x  revenue (none a t  
th e  S t a t e  l e v e l )  and t r a n s f e r  payments f r o n  th e  Federa l  Government p ro v id e  a 
r e l a t i v e l y  small  p r o p o r t i o n  o f  the  t o t a l . *  The A la skan  revenue d i s t r i b u t i o n  
i s  c l e a r l y  overwhelmed by o i l  and gas co rp o ra te * *  and se ve ran ce  t a x e s , * * *  
r o y a l t i e s ,  l e a s e s  and bonus payments  from th e  s a l e  o f  minera l  l e a s e h o l d s .

* A la s k a ,  however,  r e c e i v e s  a l a r g e r  amount o f  Federa l  o u t l a y s  than i t s  
c i t i z e n s  pay t o  the  Federa l  Government in  t a x e s .  U . S .  Department  o f  
I n t e r i o r  e x p e n d i t u r e s  in  A la sk a  were f o u r t h  h i g h e s t  among th e  s t a t e s  
in  1979 and Federa l  d e f e n s e  i s  a l s o  a prime s o u r c e  o f  A la sk an  income.
In 1979,  U . S .  Depar tment  o f  D e fen se  e x p e n d i t u r e s  in  A la s k a  were o ve r  
$1 ,500 per  r e s i d e n t ,  t h r e e  t im e s  th e  n a t i o n a l  average .

**The c o n s t i t u t i o n a l i t y  o f  th e  o i l  and gas c o r p o r a t i o n  income t a x  i s  under 
l i t i g a t i o n  bu t  the  companies  c o n t i n u e  t o  pay th e  t a x  under p r o t e s t .  An 
a d v e r se  c o u r t  r u l i n g  cou ld  r e q u i r e  repayment  o f  more than $1 b i l l i o n .  
Fu r th e rm ore ,  r e c e n t  l e g i s l a t i o n  has s i g n i f i c a n t l y  reduced  the  f u t u r e  
amounts t h a t  w i l l  he d e r i v e d  from t h i s  t a x .

***0i l  and gas s e v e ra n c e  t a x e s  were r a i s e d  in  F i s c a l  1982 a c c o rd in g  t o  a 
p h a s e d - in  fo rm u la ,  and the  se v e ran ce  t a x  was ex tended  t o  o t h e r  mineral  
p r o d u c t i o n .  .



.-yga-rr

Bache Hetsev Stuart Sh ie lds Incorporated
T a b l e  5 .  A l a s k a  G e n e r a l F u n d  R e c e l o c s a n d  E x o e n d l c u r e s ,  F i s c a l 1 9 77-81

( M i l l i o n s  of Dollars)

FY 77 FY 73 FY 79 FY 30 FY 31

U n r e s t r i c t e d  R e v e n u e S 877 S 768 S I . 117 52.467 S3.702
T a x e s 752 542 799 1.411 2.293

O i l  6 C o s  C o r p o r a c e  Income*1 - - 233 547 360
O i l  6 G a s  P r o d u c t i o n 24 108 174 506 1,170
P e t r o l e u m  R e a l  P r o p e r t y 139 1/j 163 169 144
O i l  6 G a s  R e s e r v e s 271 - - - _
I n d i v i d u a l  I ncome 210 146 117 100 7d
Oc h e t  C o r p o r a c e  I n c o m e 36 34 25 13 39
Fuel 20 23 22 26 23
F i s h 4 6 12 15 21
O c h e r  T a x e s 48 53 53 29 29

N a t u r a l  R e s o u r c e  R e v e n u e s 45 139 207 339 1.150
O i l  S G a s  R o y a l t i e s 34 127 138 506 1,113
S a l e  of S c a c e  Land 2 2 3 4 4

F e d a r a l  S h a r e d  R e s o u r c e  R e v e n u e s 1 4 4 5, 9

L e a s e  R e n c a l s ,  B o n u s e s  & R o y a l t i e s 4 2 2 320* 12
O c h e r  N a c u r a l  R e s o u r c e  R e v e n u e s 3 3 4 4 6

O t h o r  Unres c r l c c r ' - R e v e n u e s 81 88 m 218 259
I n t e r e s t  E a rned 37 43 59 147 154

L i c e n s e s  4 P e r n l c s 13 19 20 19 21

T r a n s p o r t a t i o n  Foes 18 16 20 22 25
O c h e r 3 10 13 30 59

R e s c r l c c e d  R e v e n u e 244 246 235 242 219

Fe d e r a l  C r a n t s - l n - A l d 230 233 220 224 201
O t h e r  R a s c r l c c e d  R e v e n u e 15 13 14 IS 13

T O T A L  C E N E R A L  F U N D  R E V E N U E 1,122 1,014 1,352 2,709 3,921
I N T E R A G E N C Y  R E C E I P T S 65 59 74 72 153
N E T  T R A N S F E R S  4 A D J U S T M E N T S 20 25 33 12 426

T O T A L  C E N E R A L  F U N D  N E T  R E C E I P T S 1,206 1,099 1,458 2 ,733 4 , 5 0 0

O p e r a t i n g  E x p e n d l c u r e a

( C u r r e n t  FY A p p r o p r i a t i o n s ) 778 353 983 1,126 3,129
E d u c a d o n 306 333 339 44o 356

So c i a l  S e r v i c e s 90 101 114 131 167

H e a l t h 47 61 71 73 100
N a c u r a l  R e a o u r c o s 59 63 63 83 118

P u b l i c  P r o t e c t i o n 20 25 26 29 36

A d a l n l a c r a t l o n  of J u e c l c a 67 71 80 35 101

D e v e l o p m e n t 41 43 50 63 162

T r a n s p o r t a t i o n 97 96 113 130 132

G e n o r a l  G o v e r n m e n t 51 61 71 86 1,737*

C a p i t a l  E x p a n d l t u r e a

( C u rrent FY A p p r o o r l a c l o n e ) 190 132 178 249 1,370

E d u c a c l o n 6 3 25 50 51

S o c i a l  S a r v l c e e 1 n e g l i g i b l e 1 a 6

H e a l t h 2 1 1 I 6

N a c u r a l  R a a o u r c a a 5 4 8 18 42

P u b l i c  P r o c e c d o n n u g l l g l b l a n e g l i g i b l e 3 2 3
A d m i n i s t r a t i o n  of J u e c l c a I I 1 1 9

D e v e l o p m e n t 6 7 3 39 403
T r a n s p o r t a t i o n 135 147 104 92

l72h
C e n e r a l  G o v e r n m e n t 34 18 28 55 677

T O T A L  G E N E R A L  F U N D  E X P E N D I T U R E S  O F

C U R R E N T  FY A P P R O P R I A T I O N S 949 1 0 3 5 1,161 1,3*0 4 ,499

E X P E N D I T U R E S  O F  P R I O R  FY A P P R O P R I A T I O N S 1 68 62 75 101 114

T O T A L  C E N E R A L  F U N D  E X P E N D I T U R E S 1,036 1,097 1,236 1,477 4 , b l 3

E X C E S S  (DEFIC I E N C Y )  O P  R E C E I P T S

O V E R  E X P E N D I T U R E S 170 2 222 1,316 (113)

''Tha " s e p a r a t a  a c c o u n t i n g "  f o r mula for a l l o c a t i n g  prr ' j e d o n  and pipeline Income to A l a a k a  h a e  b e a n

m o d i f i e d  e f ( a c t i v e  J a n u a r y  I, 1932, F u c u r e  r e v e n u e s f r o m  thie source are e x p u c t t d  to be s l g n l f 1-

c a n d y  r e d u c e d  by tha m o d i f i c a t i o n . , b u t  che r a d u c d o n e  s h o u l d  ba largely o f f s e t  ty 1981 l e g l a l a d o n

. that I n c r e a s e d  the s e v e r a n c e  cax.

. S e v e r a n c e  Tax.

^ T a x  o n  m i n e r a l  r a a a r v a a  waa e l i m i n a t e d  a f c a r  FY 1977.

I n d i v i d u a l  I ncome cax w a a  r e p a a l a d  In leptembar, 1980, a n d  w i l l  noc ba a s o u r c o  cf r e v enue a l t a r  FY 1981. 

? I n c l u d a a  I n a u r a n c a  Pretnlua, A l c o h o l i c  B e v erage Tax, B u a l n a r n  L i c e n s e  Tax, C i g a r e t t e  T a x .  S chool Tax and Othar.

I n c l u d e s  5117 m i l l i o n  H l n a r a l  L ease Bonus, In D e c e m b e r ,  1979, cha Scaca of A l » - l a and cha U n i t e d  S c a c a a  bold

a jolric o i l  and gau laaaa aala In tha B e a u f o r t  Saa Iran w h i c h  the S tate r a c a i v a d  a b o u u a  p a y m e n t  o( 5457 

a l l l l o n  (or u - o u c a d  Scaca landa. (Moat of cha 5140 a l l l l o n  remai n d e r  w a a  c r a i l t a d  to tha A l a a k a  

Parma none Fund.)

^Coraptlaod of (a) cha P a r n a n a n c  Fund d a p o a l t  of 5900 a l l l l o n .  (b) che p a yment co ..laska H o u e l n g  F l nanca

C o r p o r a t i o n  of 5550 a l l l l o n .  (c) cha r efund of S c a c a  income t axau p r a v l o u a l y  w l d  h a l d  of 5161 a l l l l o n

a n d  (d) o c h a r  e x p a n d l t u r e a  of 5127 a l l llon. Icaaa (a) and (b) are o i e a n c i a l l y  c u p l c a l  lnveic o a n c a  

^ c a a p l c a  cha a c c o u n t i n g  c l a a a l f l c a d o n ,

I n c l u d a a  S292 a l l l l o n  N a c l v a  C l a i m s  S e t t l e m e n t  final p a y ment and Cha o r i g i n a l  R a i n y  Day Fund c r a n a f a r  
of 5350 allll o n .

S r l o r  y e a r  a p p r o p r i a c l o n a  may ba e n c u m b e r e d  d u r i n g  J u l y  and A u g u n c  but lapaa o n  d e p t e o b e r  1.

(Noce: S u a a  may noc e q u a l  c o c a l a  dua co rounding. " N e g l l g l b l o "  aeana laaa chan $500,000.)

S o u r c e : S c a c a  of A l a a k a  O f f i c i a l  S c a c e a a n c ,  F e b r u a r y  26. 1982.
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Table 6. Fiscal 1980 State Revenue Comparisons: Alaska and U.S. Average

Alaska U.S.

State & States &

State Localities States Localities

Revenue ($Millions)a , 3,230 3,846 276,962 451,537

Distribution by Source (%):

Federal Government 12% 11% 22% 18%

Property Tax 5 9 1 15

General Sales Tax - 1 16 11

Motor Fuels Tax 1 1 4

Motor Vehicle License negligible negligible 2 •

Income Tax (Personal & Corporate) 21 17 18

Other Taxc 18 15 9

Fees 3 5 6 10

Interest 6 6 3 4

Insurance Trust Revenue 7 6 14 10

Liquor Store Revenue - negligible 1 1

Utility Revenue - 1 negligible 5

Other 28 26 2 3

0
Tax Revenue per capita $3,590 $4,184 $ 605 $ 987

Total Revenue per capita 8,064 9,603 1,223 1,993

Tax Revenue per $1000
personal income 280 326 63 • 103

Total Revenue per,$1000

personal income 629 749 128 209

a Includes employee retirement trust revenues and certain other revenues not 

^included in Tables 4 and 5.
Columns may not sum to 100% due to rounding.

CFor Alaska, includes the oil production (severance) tax ($496 million in 

FY 1980).
For Alaska, includes the oil produ'tlon royalty ($552 million in F" 1980) 
^and the mineral leases bonus ($340 million in FY 1980).

^Calendar 1980 population.

Calendar 1980 personal income.

Source: U.S. Bureau of the Census, Governmental Finances 1979-80 (1981).
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From Table  5 once a ga in ,  i t  can been seen t h a t  the  e x p e n d i t u r e  p a t t e r n  
f o r  F i s c a l  1981 was un u sua l .  In t h a t  y e a r ,  o p e r a t i n g  e x p e n d i t u r e s  were augmented 
by a $900 m i l l i o n  t r a n s f e r  from the  General  Fund to  the  Permanent Fund,a mortgage 
p o r t f o l i o  t r a n s f e r  from the  S t a t e  T r e a s u r y  and o t h e r  l a r g e  payments  to  the 
A la ska  Hous ing F inance  C o r p o r a t i o n ,  and r e fu n d in g  o f  per sonal  income t a x e s .
Be fo re  19 81 ,  the  more normal d i s t r i b u t i o n  o f  General  Fund c u r r e n t  o p e r a t i n g  
e x p e n d i t u r e s  a l l o c a t e d  ro ugh ly  40% to  e d u c a t i o n ,  over  10% each to  t r a n s p o r t a t i o n  
and s o c i a l  s e r v i c e s ,  and l e s s e r  amounts t o  the  o th e r  program c a t e g o r i e s .  On 
the  c a p i t a l  e x p e n d i t u r e s  s i d e ,  wel l  o ve r  h a l f  o f  the  t o t a l  went  t o  t r a n s p o r t a t i o n  
p r o j e c t s  in  the  e a r l i e r  y e a r s ,  w i th  economic and na tu ra l  r e so u r c e  development  
r e c e i v i n g  i n c r e a s i n g  a l l o c a t i o n s  dur ing  th e  1980s .  F i s c a l  1981 c a p i t a l  e x ­
p e n d i t u r e s  were augmented by the  N a t i v e  C l a im s  S e t t l e m e n t  f i n a l  payment (p u r su a n t  
t o  the  A la ska  N a t i v e  C la im s  S e t t l e m e n t  A c t  o f  1971 )  and the  e s t a b l i s h m e n t  o f  a Rainy flay 
Fund w i t h i n  the  General  Fund as a c o n t i n g e n c y  r e s e r v e  f o r  e m e rg e n c ie s .*

T r a n s p o r t a t i o n  i s  a p a r t i c u l a r l y  s i g n i f i c a n t  budget  i tem in A la ska  
because  o f  th e  S t a t e ' s  ex tended  expanse ,  fo rm idab le  t e r r a i n ,  and wide d i s ­
p e r s io n  o f  i t s  p o p u la t i o n .  A la sk a  has o n l y  2 , 100  m i l e s  o f  paved highway 
and a pp rox im a te l y  600 m i le s  o f  r a i l r o a d  t r a c k . * *  Fa r and away the  most im­
p o r t a n t  means o f  t r a n s p o r t a t i o n  in A la sk a  i s  the  a i r p l a n e ,  an e x p e n s i v e  but  
e s s e n t i a l  mode o f  t r a v e l .  A i r p o r t s  s e r v e  not  o n l y  the r e s i d e n t  p o p u la t io n  but  
a l s o  the  i n t e r n a t i o n a l  t r a f f i c  t h a t  p a s s e s  over  the  p o la r  r o u t e s  between Europe 
or  No r th  America and the  O r i e n t  w i th  r e f u e l i n g  s t o p s  a t  Fa i rbanks  o r  Anchorage.
Second in impor tance  t o  a i r  t r a n s p o r t  i s  s h i p p i n g ;  c o n s t r u c t i o n  and maintenance 
o f  p o r t  and harbor  f a c i l i t i e s  a l s o  compr ise  l a rge  i tems  in th e  A la ska  S t a t e ,  budge t .

In J u l y ,  1981 ,  a s p e c ia l  s e s s i o n  o f  the  A la ska  S t a t e  L e g i s l a t u r e  
passed  a j o i n t  r e s o l u t i o n  propos ing  a c o n s t i t u t i o n a l  amendment to  l i m i t  annual 
S t a t e  a p p r o p r i a t i o n s  to  not  more than $2.5 b i l l i o n ,  w i th  formula a d ju s tm e n t s  
f o r  i n c r e a s e s  in p o p u la t io n  and i n f l a t i o n . * * *  The l i m i t  may be exceeded ,  sub­
j e c t  t o  v o t e r  a p p ro v a l ,  f o r  a p p r o p r i a t i o n s  to  the  Permanent Fund and f o r  c a p i t a l  
o u t l a y s .  The amendment w i l l  be su b m i t t e d  to  the v o t e r s  in November,  1982,  to  
be e f f e c t i v e  in F i s c a l  1*984, and must be r e a f f i r m e d  by referendum in November, 1986, 
f o r  permanent  r a t i f i c a t i o n .

*0f  th e  $340 m i l l i o n  c r r e n t l y  in  the Rainy Day Fund,  $5 m i l l i o n  a p ie ce  
may be t r a n s f e r r e d  a n n u a l l y ,  w i t h o u t  f u r t h e r  l e g i s l a t i v e  a p p r o p r i a t i o n ,  
to  the  D i s a s t e r  R e l i e f  Fund and the  F i r e  S u p p r e s s io n  Fund.

**The p r i n c i p a l  highway s y s te m  c o n s i s t s  o f  two w id e l y  separa ted  r o u te s  
between Anchorage and Fa i rb a n k s .  The Federa l ly -ow ned  A la ska  Ra i l ro ad  
a l s o  runs  through  Anchorage to  Fa i rb a n k s ,  and ano ther  r a i l r o a d  runs from 
Skagway in the S o u t h e a s t  i n t o  B r i t i s h  Columbia.

* * * C e r ta in  e x p e n d i t u r e s ,  i n c l u d in g  General  O b l i g a t i o n  bond debt  s e r v i c e  and 
a p p r o p r i a t i o n s  o f  revenue bond p ro c e e d s ,  are exempted from the c e i l i n g .

-13-
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Tab le  7 compares F i s c a l  1980 A la sk a n  e x p e n d i t u r e s  and t h e i r  p ro ­
grammatic  d i s t r i b u t i o n  w i t h  t h e  U . S .  s t a t e  ave rage s  f o r  t h a t  y e a r .  Per 
c a p i t a  S t a t e  e x p e n d i t u r e s  in  A la sk a  were f o u r  and a h a l f  t i m e s  a s  l a r g e  as  
th e  U . S .  s t a t e  average  in  1980,  and l o c a l  A la skan  governmental  e x p e n d i t u r e s  
were more than t w i c e  th e  ave rage .  H ig h e r  than  average  p r o p o r t i o n s  o f  the  
A la sk a  S t a t e  budge t  were s p e n t  on e d u c a t i o n ,  e nv i ronm en t  and genera l  ad­
m i n i s t r a t i o n ,  w h i l e  lower  than  average  p r o p o r t i o n s  ( b u t  n o t  per  c a p i t a  
d o l l a r  amounts)  were a l l o c a t e d  t o  w e l f a r e  payments and t r a n s f e r s  t o  l o c a l  
governments .  Above a l l ,  t h e  d i s t r i b u t i o n  o f  A la skan  S t a t e  e x p e n d i t u r e s  was 
s t r o n g l y  t i l t e d  toward c a p i t a l  o u t l a y s ,  a s  may be e x p e c t e d  in  an u n d e r­
deve loped  land e x p e r i e n c i n g  r a p id  economic  growth.

Table 7 . Fiscal 1980 State Expenditure Comparisons: Alaska and U.S. Averagec

Alaska U.S.

Total Expenditure ($Millions) 

Distribution by Function (%) 
To Federal Government 
To Local Government 

Education 

Public Welfare 
Health & Hospitals 

Other Social Services 

Highways
Other Transportation 

Public Safety 
Environment & Sanitation 
Housing & Urban Renewal 
Governmental Administration 

Interest on General Debt 
Insurarce Trust Expenditure 
Liquor Store Expenditure 
Utility Expenditure 

Other

0
Expenditure per capita

Columns may not sum to 100% due to rounding.
^Negligible.
For Alaska, "Other Expenditures" are primarily direct capital outlays. 
Calendar 1980 population.

State & States &
State Localities States Localities

2,033 2,723 257,812 434,073

_c _c
1%

c

17% - 32 -

18 27% 14 31%
6 4 13 U
2 2 6 7

1 1 1 1

9 8 8 8

3 2
c

1

3 5 3 6
6 7 6

1 2 1
6 7 3 4
4 8 3 3
5 4 10 7

_c
1 1

“j 4. 1 8

21 19 3 5

$5,058 $6,776 $1,138 $1,916

included in Tables 4 and 5.

Source: U.S. Bureau of the Census, Governmental Finances 1979-80 (1981).
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DEB?

The l a rge  amount o f  general  revenue a p p ro p r ia te d  f o r  c a p i t a l  e x ­
p e n d i t u r e s  in A la ska  has been a d d i t i o n a l  t o  con v e n t io n a l  c a p i t a l  f i n a n c i n g  
th rough  bond i s s u a n c e .

S i n c e  S t a t e h o o d  was a ch i e ve d  in  1957, A la sk a  has i s s u e d  $ 1 . 13  b i l l i o n  
in General  O b l i g a t i o n  bonds .*  O f  th e  $810 m i l l i o n  i s s u e d  dur ing  th e  p a s t  ten  
y e a r s ,  42% has been *or t r a n s p o r t a t i o n  p r o j e c t s  and 29% f o r  s c h o o l s  ( i n c l u d i n g  
the  U n i v e r s i t y  o f  A1

Table 8. Functional Distribution of General Obligation Bonds Issued Since 1972a

(Thousands of Dollars)

J
Transportation $343,211
Schools (incl. Univ. of Alaska) 235,835
Natural Resource Management & Parks 77,965
Water & Sewer - 70,890

Health & Housing 43,515
Fire Protection & Correctional Facilities 38.214

Total $809,630
^Including $200,000,000 issue dated April 1, 1982.
Includes airports, highways, roads, ferries, flood control 
structures, port facilities and small boat landings.

Sources: State of Alaska, A n n u a l’Financial Report (Fiscal 1931)
^nd Official Statement, February 26, 1982.

S t a t e  agency i s s u e s  o u t s t a n d in g  dur ing  the p a s t  t h r e e  y e a r s  are 
i t e m iz e d  in Table  9.** A l l  o f  the  agency i s s u e s  are s e l f - s u p p o r t i n g  e x c e p t  
f o r  the  S t a t e  Housing  A u t h o r i t y  Lease  Revenue Bonds,  f o r  which deb t  s e r v i c e  
i s  paid e n t i r e l y  from S^ a te  r e n t a l  a p p r o p r i a t i o n s ,  and the  U n i v e r s i t y  o f  
A la sk a  Revenue Bonds,  some o f  which are n om ina l l y  s e r v i c e d  from s t u d e n t  f e e s  
and c harge s  bu t  which are a l s o  s u p p o s e d  by S t a t e  a p p r o p r i a t i o n s  f o r  general  
o p e r a t i o n s  o f  th e  U n i v e r s i t y .

♦Inc lud ing  the  most  r e c e n t  $200 m i l l i o n  G 0.  bond dated A p r i l  1 ,  1982.

♦♦"Stand-alone" i s s u e s  o f  the  A la ska  I n d u s t r i a l  Development  A u t h o r i t y ,  bonds 
i s s u e d  by the  A la sk a  S t a t e  Hous ing A u t h o r i t y  f o r  bousing  and urban renewal 
p r o j e c t s ,  and c e r t a i n  o t h e r  agency bond i s s u e s  are no t  i n c lu d e d  in  Table 9. 
See Table  9 f o o t n o t e s  ^or d e t a i l s .



Bach* Heltey Stutrt Shield* Incorporated

Table 9. State of Alaska State-Related Bonds Outstanding FY 1980-FY 1982a
(Thousands of Dollars)

Projected
June 30, 1980 June 30, 1981 April 30, ..982 June 30, 1'

General Obligation $631,723 $701,178 $846,783b $842,413
International Airports Revenue Bo nd s0 29,460 28,270 27,059 26,985
Alaska State Housing Authority Lease Revenue Bonds 78,550 73,015 67,125 67,125
University of Alaska Revenue^Bonds 22,251 21,363 20,360 20,305'
Alaska Housing Flusnce Corp. 618,065 1,220,240 1,763,570 1,902,975
Alaska Municipal Bond Bank Authority ^ 48,478 63,832 124,804s 122,189
Alaska Industrial Develcpment Authority - 17,640 74,900 74,900
Alaska Medical Facility Authority 12,000 11,715 11,410 11,410
Alaska Power Authority 35,000 35,000 85,000 85,000-

Total $1,475,527 $2,172,253 $3,021,011 $3,153,302

3
.State of Alaska fiscal year ends June 30.

^Includes $200,000,000 issue dated April 1, 1982. No further G.O. Issues are expected during FY 1982.
Payable solely from gross revenues of the Anchorage and Fairbanks International Airports. Of the amount 
currently outstanding, $8.7 lillion remains in escrow exclusively for the benefit of the Series E 
Revenue Bonds.
Lease ’’evenue Bonds of the Alaska State Housing Authority are serviced through annual lease rental appropriations 
by the State. Proceeds of these bonds are used to construct or purchase public buildings which are operated and 
maintained by the State as tenant. Title to the properties passes to the State as the bonds mature. Legal 
authority for the issuance of additional State lease rontal debt, however, has been repealed and further 
issuance is dependent upon subsequent enabling legislation. In addition to Lease Revenue Bonds, ASHA issues 
revenue bonds for low and middle income housing and urban renewal projects, none of which are obligations 
of the State.

eAs of June 30, 1982, University of Alaska Revenue Bonds will be distributed among specific programs as follows: 
Anchorage Campus Student Center $4,680,000
Anchorage Energy Utility System 665,000
Fairbanks Campus Housing 8,010,000
University of Alaska Heating Corporation 6,950,000

Debt service on these bonds may be i.-iid from appropriations by the State to the University for general operating 
purposes. In addition to the above issues, the University also has outstanding $2,077,632 in FHA-insured 
notes, the proceeds of which were used to construct faculty/student housing that is self-supporting.

State appropriations to the AHFC totalled $828 million in FYdl and 82. These appropriations included 
pledged coverage of two special mandatory redemptions necessitated by withdrawal of Federal tax-exempt status 
of the bond issues consequent to passage of the Mortgage Subsidy Bond Tax Act of 1980 (the "Ullman Bill") by 
the U.S. Congress. The remainder of the appropriated amount was authorized for overcollateralization of 
certain AHFC bond issues in order to allow the purchase of residential mortgages 3t below market interest 
rates. In addition to this assistance, the State has debt service reserve and insurance fund deficiency 
make-up arrangements for several AHFC issues. These arrangements, however, have never been utilized. The 
AHFC ie authorized to issue up to $592 million additional bonds during FY 1982 and a like amount each year 

thereafter until superceded by further legislation.
^Includes $26.4 million Coastal Enerr. / Impact Program Bonds sold to the U.S. Department of Commerce, proceeds 
of which are lnaied to Alaskan municipalities in conformity with the Federal Coastal Zone Management Act of 
1972. (The entire amount has been committed, but only $19.2 million has thus far been disbursed by the U.S. 
Treasury.) Total outstanding indebtedness of the Alaska Municipal Bond Bank may not exceed $150 million, as 

.prescribed by the lank's original authorizing legislation.
Only includes general obligations of AIDA ("Umbrella Program" bond issues). In addition, since its inception 
in 1967, AIDA has financed 15 "stand-alone" projects under its Revenue Bond Program, aggregating $120.5 
million in low-cost loons to private Alaskan companies. As of August 31, 1981, A I D A 1s loan portfolio had a 
total unamortized principal balance of $142.1 million. In FY 1981, the State legislature appropriated to AIDA 

an additional portfolio of $166 million in small business loans previously held by the Scate Treasury.
.AIDA is authorized to Issue up to $400 million additional bonds each year until superceded by further Legislation. 
The Medical Facility Authority may issue up to $52 million additional bonds or bond anticipation notes during 
the remainder of FY 1982 or during FY 1983, but as of che date of this report issuance plans are nor yet firm. 
Legislation in July, l'18l, appropriated this sum to the Alaska Department of Revenue co form a special bond 
guarantee account to secure such bonds and any unused portion of the appropriation lapses back tc che 

General Fund after June 30, 1983.
^The Power Authority issued $35 million G.O. bonds co finance the Swan Lake hydroelectric project and $50 million 
variable rate demand notes towards financing the Lake Tyee hydroelectric project. A further bond issue of 
up to $120 million may possibly be forthcoming before Che end of FY 1982, for completion of the Terror Lake 
project on Kodiak Island.

Sources: State of Alaska, Annual Financial Report, various dates; State and agency official
statements, various dates; and private communication with State and agency officials.
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•d G.O. and agency debt.

State G.O. bonds, Alaska State Housing Authority lease revenue bonds and 
University of Alaska revenue bonds.

Sloody's state median.

Sources: U.S. Bureau of Che Census, Governmental Finances 1979-80 (1981)
and Table 8, above.

As a p r o p o r t i o n  of  total S t a t e  r ev e n u e ,  d e b t  servic;. r e q u i r e m e n t s  

in Fiscal 1981 d r o p p e d  to an a l l - t i m e  lo w  of  2 . 3 %  (Table 11). P r i o r  to 1980 

the r e l a t i o n s h i p  of d e b t  s e r v i c e  to r e v e n u e  r a n g e d  b e t w e n  4%  a n d  10%. Oil 

p r i c e  d e c o n t r o l  c o u p l e d  w i t h  the e n o r m o u s  rise in p r o d u c t i o n  t h a t  a c c o m p a n i e d  

the c o m m i s s i o n i n g  of  the T r a n s  A l a s k a  P i p e l i n e  g r e a t l y  e n h a n c e d  r e v e n u e s  r e l a t i’e 

to debt, b ut r t r e n t  w e a k e n i n g  of  p e t r o l e u m  p r i c e s  —  n ot a s la c k  in A l a s k a n  o i T 

o u t p u t  —  m a y  c au s e  this d e b t  r a t i o  to rise.

B e B 'C w iS * ft8 ! liC «  'A
($Millions) 

Total Revenues 
($Millions)

179 -  FYf;l-9.83'
. ,■

$ 58.9 

1497 

ir.9%.

$ 76.2 $ 97.7

2929 4232

£&%%> _ 308*

FY «a r

$102.4

4336

2«Wfc*-

FY 8 3 

$141.7 

4134 

3.4%

Estimates provided in Che Alaska Executive Budget Fiscal 1983.

Sources: State of Alaska Annual Financial Report (Fiscal Years

1980 and 1981) and Alaska Executive 3udget Fiscal 1983.
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With  c o n t i n u e d  p ru d en t  i n v e s t m e n t  o f  Permanent Fund a s s e t s ,  c o n ­
s t i t u t i o n a l  c o n s t r a i n t s  on S t a t e  e x p e n d i t u r e s ,  and th e  e s t a b l i s h e d  p a t t e r n  
o f  t r a n s f e r r i n g  money from th e  General  Fund t o  t h e  Permanent  Fund when o i l  
p r i c e s  are  h i g h ,  p r o s p e c t s  f o r  p ro longed  A la sk an  f i s c a l  s t a b i l i t y  appear 
t o  be good.- General  O b l i g a t i o n  bond m a t u r i t i e s  a re  t im ed  t o  match p r o j e c t e d  
d e p l e t i o n  o f  c u r r e n t  p e t ro leu m  s o u r c e s ,  and by t h a t  t ime  new p e t ro leu m  and 
non -p e t ro leu m  minera l  r e s o u r c e s  a re  l i k e l y  t o  have been de ve lo pe d .  The o n l y  
small  c l o u d  on th e  h o r i z o n  i s  t h e  p o s s i b i l i t y  t h a t  bo th  i n t e r e s t  r a t e s  and 
o i l  p r i c e s  m igh t  f a l l  in  the  near  te rm — both  e v e n t s  d e v o u t l y  hoped f o r  in 
the  Lower 48 — in  which  c a s e  A la sk a n  Permanent Fund e a r n in g s *  and General  
Fund Revenues would be s i m u l t a n e o u s l y  d e p re s s e d .

*The Permanent Fund i s  h e a v i l y  i n v e s t e d  in s h o r t  term s e c u r i t i e s ,  which 
m in im i ze s  the  p o t e n t i a l  f o r  c a p i t a l  g a in s  as i n t e r e s t  r a t e s  f a l l .





(

I f  we d o n ' t  b e g in  to a d d r e s s  t h e  i s s u e s  of our lo ng- term  need s  and

OUR EVER-INCREASING BONDED INDEBTEDNESS., WE W ILL NOT NEED TO WORRY 

ABOUT CONTROLLING CRIME ;  PROVIDING BETTER ROADS OR MANY OTHER 

ISSUES AND SOCIAL PROGRAMS WE SPEAK ABOUT TODAY, We W ILL NOT HAVE 

TO WORRY ABOUT IT ,  BECAUSE WE W ILL HAVE LOST THE A B IL ITY  AND THE

REVENUES TO DO SOMETHING ABOUT IT ,  THE LEGACY WE ARE PROVIDING OUR

OUR OWN PAST TAXES W ILL BE INS IGN IF ICANT IN COMPARISON,

The t o t a l  bonded  d e b t  of t h e  St a t e  of Al a s k a  and  i t s  a g e n c ie s  in  1 9 8 1 ,

WAS OVER 2 B ILL ION  DOLLARS, THE INTEREST WE W ILL ULTIMATELY PAY ON 

THE MATURITY OF THIS DEBT W ILL AMOUNT TO ANOTHER 2 , 5  MILLION DOLLARS,

And y e t  we c o n t in u e  to in v e s t  i n  p r o j e c t s  and  f a c i l i t i e s  w h ic h  s er v e

THE IMMEDIATE NEEDS OF CONSTITUENTS WITHOUT PROVIDING A FIRM BASE
A

FOR SUSTAINED GROWTH, We HAVE GRABBED FOR THE IMMEDIATE GRATIFICATION 

WHILE PLUNGING OURSELVES AND OUR CHILDREN INTO LONG-TERM DEBT,

Someone  w i l l  h av e  to pay  t h e  P i p e r ,

i
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(1) have a risk level and expected yield comparable to alternate 
investment opportunities; and

(2) are included in the list of permissible investments in (g) of this 
section.

(m) Certificates of deposit or the equivalent instruments which are 
not of a quality that may be readily sold in a secondary market at prices 
reflecting fair value must be secured by a pledge as collateral of invest­
ments authorized for the Alaska permanent fund under (g)(1), (2), (8), 
or (12) —  (17) of this section, which investments have value o.t least 
equal to the face value of the certificate of deposit. The b&aid may 
require substitution of collateral, in order to ensure continued 
satisfaction of the requirements set out * this subsection. (§ 5 ch 18 
SLA 1980; am §§ 5 —  7 ch 81 SLA  1982)

E ffe c t o f  am endm ents. —  The 1982 
amendment, effective Ju ly  1 ,1 9 8 2 , in sub­
section (g), substituted "contained in this 
section" for "in (h ) and (i) o f th is section" 
and inserted "at such competitive national 
market rates or prices as are applicable to 
each investment on ly" in the introducto y  
language, rewrote paragraphs (3 ) —  ( ( )  
and (16), substituted "Federal Veterans 
Administration" for "Federal Veterans 
Association”  in paragraph (13), and added 
paragraphs (17) —  (20). The amendment 
also rewrote subsection (i ) and added sub­
section (m).

E d ito r ’s notes. — Section 9, ch. 18, SLA 
1980 provides: 'TRANSIT ION . The com­
missioner o f revenue shall transfer the 
A laska permanent fund to the A laska 
Permanent Fund Corporation established 
by this act after request fo r transfer is 
made by the board o f trustees o f the corpo­
ration. Notwithstanding AS 37.10 .065(a) 
[now repealed], the commissioner o f reve­
nue may invest the money in the A laska 
permanent fund in the investments de­
scribed in AS 37.13.120(g) subject to the 
lim itations o f AS 37.13.120(h) and (i.).”

Sec. 37.13.130. G ain s and lossns.
Repealed by § 13 ch 81 SLA  1982, effective July 1, 1982.

Ed ito r's  notes. — The repented section 
derived from 5 5, ch. 18, SLA 1980.

Net income of the corporation must be 
computed annually as of the last day of the fiscal year in accordance 
with generally accepted accounting principles, excluding any 
unrealized gains or losses. Income available for distribution equals the 
average net income of the corporation for the last five fiscal years, 
including the fiscal year just ended, but may not exceed net income of 
the corporation for the fiscal year ju s t ended plus the balance in the 
undistributed income account described in AS 37.13.145. (§ 5 ch 18 
SLA  1980; am § 8 ch 81 SLA 1982)

E ffec t o f  am endm ents. -  - The 1982 
amendment, e ffectiv j Ju ly  1, 1982,
rewrote this section.
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(907) 465-3991

F e b r u a r y  l q , 1 9 R 2

M E M O R A N D U M

TO: R e p r e s e n t a t i v e  M i t c h  A b o o d

F R O M :  D a v i d  Tea-1 '

R e s e a r c h  S t a f f

RE: Ronrie'j I n d e b t e d n e s s

R e s e a r c h  R e q u e s t  N u m b e r  8 2 - 1 7

T h i s  m e m o r a n d u m  a d d r e s s e s  y o u r  q u e s t i o n s  p e r t a i n i n g  to  t h e  e x t e n t  of 

A l a s k a ' s  b o n d e d  i n d e b t e d n e s s  and w a y s  of r e d u c i n g  t h a t  d e b t .  Ue h a v e  

r e q u e s t e d  a d d i t i o n a l  i n f o r m a t i o n  on t his t o p i c  a n d  w ill u p d a t e  t h i s  

p r e l i m i n a r y  r e s p o n s e  w h e n  che i n f o r m a t i o n  is r e c e i v e d .

O u t s t a n d i n g  D ebt

Total S t a t e  b o n d s  o u t s t a n d i n g  as of d u n e  30, 1°81 w e r e  S 2 . 1 2 R  b i l l i o n .  

T h i s  total i n c l u d e s  general o b l i g a t i o n  b o n d s ,  r e v e n u e  b o n d s ,  a n d  a g e n c y  

o b l i g a t i o n s .  The Annual F i n a n c i a l  R e p o r t  for fiscal y e a r  19R1 c o n t a i n s  

a d e t a i l e d  a c c o u n t  ( r e p r o d u c e d  in p a r t  as an a t t a c h m e n t  to  t h i s  m e m o r a n­

dum) cf  o u t s t a n d i n g  debt. A n o t h e r  r e c e n t  p u b l i c a t i o n  of t h e  D e p a r t m e n t  

of A d m i n i s t r a t i o n ,  R o n d e d  Debt, a n d  Deb t  S e r v i c e , a l s o  c o n t a i n s  m u c h  

i n f o r m a t i o n  on this s u b j e c t .  Carol H o r o s  has b o t h  of t h e s e  p u b l i c a t i o n s  

so t h i s  m e m o r a n d u m  p r e s e n t s  o n l y  a h r i e f  s u m m a r y  of S t a t e  deht.

Denr-.ral O b l i g a t i o n  R o n d s .  As  of J u n e  3D, 1981, t h e  S t a t e  of A l a s k a  had 

S 7 n ].. 1 mil lion in general o b l i g a t i o n  b o n d s  o u t s t a n d i n g .  No n e w  h o n d s  

h a v e  b e e n  a u t h o r i z e d  or  i s s u e d  s i n c e  t h a t  d a t e ,  h ut 'taDD m i l l i o n  in 

b o n d  a n t i c i p a t i o n  n o t e s  w e r e  i s s u e d  on D e c e m b e r  ID, ]°Rl. N ot e s  a r e  

g e n e r a l l y  i s s u e d  p r i o r  to a bon d  i s s u e  and p r o c e e d s  f r o m  t h e  bon d

i s s u e  a r e  u s e d  to r e p u r c h a s e  t he n o t e s .  T he n o t e s  in q u e s t i o n  a r e  

d u e  April 16, 1 9 82. P o n d s  a r e  e x p e c t e d  to he i s s u e d  o n  April 1.

R e v e n u e  R o n d s .  In a d d i t i o n  to general o b l i g a t i o n  h o n d s ,  t h e  S t a t e  has 

i s s u e d  bonds s e c u r e d  by a p l e d g e  of g r o s s  r e v e n u e s  d e r i v e d  f r o m  t h e

o p e r a t i o n  of t h e  i n t e r n a t i o n a l  a i r p o r t s  at A n c h o r a g e  a n d  F a i r b a n k s .  

T h e  i n t e r e s t  and p r i n c i p a l  on  t h e s e  h o n d s  is to he p a i d  fro m  airport, 

o p e r a t i n g  r e v e n u e s .  C u r r e n t  o u t s t a n d i n g  b a l a n c e  of r e v e n u e  b o n d s  is

S I 9 mi 1 1 ion.
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Agency Obligations. A number of agencies have a legal existence 
independent of the State and have the authority to issue bonds of their 
ov/n. The Alaska Housing Finance Corporation had issued Si.22 billion 
(87 percent) of the total $1,408 billion in agency bonds outstanding on 
June 30, 1981. Other agencies with bonded debt are listed in an attach­
ment. to this memorandum. Ronds of these agencies are s'elf-liquidating. 
That is, both principal and interest are payahle from earnings derived 
from user charges.

Beth the Alaska Housing Finance Corporation (A^FC) and the Alaska Indus­
trial Development Authority (AIDA) have issued bonds since June 30, loqi 
and both agencies have plans for future bond issues. The AHFC now has 
$1,722 million outstanding and recently postponed a $60 million issue 
due to market conditions. The AHFC has a specialist on contract to 
determine bonding policy. The AIPA has issued an additional $57 million 

of debt and now has $74 million outstanding. The AIDA is heginning 
the process for an additional issue, but the amount and date have not 
been set.

Roth agencies said that there is no formal coordination of bond issues, 
hut stated that informal communication and coordination does occur. 
To the best of my knowledge, other agencies have not issued additional 
debt since June 3D, 1981 and have no plans to issue debt in the near 
future.

Reduction of Deht

As discussed with Carol Horos, the National Conference of State Legis­
latures (NCSL) recently held a conference on bonding, ken Kirkland, 
of the NCSL, will send us a copy of the proceedings of that conference 
as soon as the report is printed, 'ie will forward t-he report to you 
when it is received.

Mr. Kirkland mentioned that most states appear to be attempting to 
increase, not reduce, bonded indebtedness. He provided thp names of 
four states which he felt might aid our research on ways to reduce 
debt. Deb Pomeroy contacted those states to determine what actions 
had been taken. Her summary of discussions with personnel in the four 
states follows.

Oregon. A law passed in 1981 requires the Oovernor to recommend biennial 
maximum general obligation bonding levels and requires the Legislature 
to determine maximum bonding levels for each 1 'ogram for each fiscal 
year. According to a report prepared hy the the Oovernor's Rnnded neht 

Advisory Panel, the law was proposed primarily in response to a market 
saturation problem which was increasing the cost of borrowing. A copy 
of the Oregon law is attached to this memorandum and the report, of the 
advisory panel is enclosed.
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New Jersey. The State Constitution requires that 1) all bond issu< 
approved by voters; 2) bonds be authorized for a single project warn 
specific objectives delineated; and 3) the ways and means of repaying 
the bonded debt be specified. The third requirement is usually net by 
designating certain tax revenues as the means of repayment. Recause 
the State limits the amount of increase in both state and local income 
taxes, the level of bonded indebtedness is limited in an indirect 
manner. As an aside, the State also controls the bonding powers of 
municipalities and state agencies. Additional detail is being sent to 
this agency and will be forwarded to you when it is received.

Mary!and. The Maryland Legislature created a Capital Debt Affordability 
Committee consisting of personnel from various state agencies. The 
Committee considers revenue projections and current debt levels and 
recommends a limit on bond issues for the upcoming year. The legislature 
has so far followed the recommendations of the Committee.

Maryland is considering two other options which are briefly described 
below. The report by the Capital Debt Affordability Committee discusses 
these options in detail. A copy has been requested and will be forwarded 
to you upon receipt.

1) Surplus funds will be used to reduce debt by cancel linq bond 
issues and paying cash for capital projects or by dppositing 
surplus cash in the annuity fund to pay off outstanding debt.

2) Bonded debt will be eliminated by gradually shifting to a "pay as 
you go" basis over the next 1.5 years. (Fifteen years is the 
maturity of Maryland honds.) Currently, appropriations to retire 
debt are roughly equivalent r.o authorization for new debt. By 
appropriating an additional 1/15 of this amount each year, hooded 
debt would he eliminated in 15 years.

Massachusetts. Massachusetts has not imposed limits on bonded debt 
nor do they intend to take specific action to limit future bond issues. 
The State is simply attempting to remove authorized hut unissued bonds 
from the books.

The options discussed above appear to he f e a s i b l e  means of reducing 
bonded indebtedness in Alaska. I f  you have any questions about the 
mate.-ial in this memorandum, please feel free to call.

Attachments
Enclosure



STATE OF ALASKA

At the general election held on November A, 1980, the people 

authorized $289.7 million oE new bond issues. The total of $289.7 

m i l lion was the largest amount authorized in any year since Alaska 
became a State in 1959.

On July 1, 1980 the State issued $125.0 million of general obligation 
bonds. This was, by far, the largest single issue of general obligation 

bonds in the history of Alaska. The bonds bear an effective interest 

rate of 5.767. and, in keeping with current policy on the life of new 

issues, mature serially from July 1, 1981 to July 1, 199G with-an 
average life of 5.5 years. The practical effect of current policy on 

the life of new issues is that when proven reserves of o i 1 re exhausted, 
the State will be debt-free.

In addition to general obligation bonds, the State has issued 

bond3 secured by a pledge of gross revenues derived from the operations 
of the international airports at Anchorage and Fairbanks. Also,, a 

number of agencies that have a legal existence independent of the 

State have issued their own obligations. Bonds of these agencies are 

self-liquidating —  principal and interest are payable from earnings 
derived from user charges.

The following schedule is a summary of outstanding State and 

agency obligations as of June 30, 1981.

Interest to Total Debt 

Bonds Maturity on Service to
Outstanding 0/S Bonds Maturity

Type of Bonds (Millions) (Millions) (Millions)

State General Obligation Bonds 

State International Airports
$ 701.1 $ 268.5 $ 969.6

Revenue Bonds 19.0 11.7 30.7

Bonds of State Agencies 

Alaska Housing Finance

•

Corporation $1,220.2 $2,102.9 $3,323.1
Municipal Bond Book Authority 63.8 52.3 116.1
Alaska State Housing Authority 

Alaska Industrial Development
73.0 26.1 99.1

Auf’ "irity 17.6 26.A AA.O
U n i v L j i t y  of Alaska 21. A 1A.A 35.8
Other 11.8 11.8 23.6

Total, State. Agencies $ 1 ,A07.8 $2,233.9 $ 3 ,6A1.7

Total, All Bonds $2,128.0 $2,51A.0 $A,6A2.0

Source; Alaska Annual Financial Report for fiscal year 1981

-VIII-



-OREGON LEG ISLA T IVE  ASSEM BLY-1981 Regular Session

B-Engrossed

House Bill 3146
Ordered by the Senate July 3 

(Including Amendments by House May 19 
and by Senate June 2-1 and July 3)

Sponsored by COMM ITTEE ON HOUSING  AND URBAN  DEVELOPM ENT (at the request o f Governor's Bonded Debt
Advisory Panel)

S U M M A R Y
The following summary is not prepared by the sponsors o f the measure and is not a part o f the body thereof subject to 
consideration by the Legislative Assembly. It is an editor's brief statement o f the essential features o f the measure.

R equ ire s  G ov e rn o r  t o  recom m end  biennial m ax im um  general ob ligation  bonding level. R equ ires G ov e rn o r  
to  a llo ca te  m axim um  bonding level am ong p rogram s fin anced by  b onds . R equ ires G ove rn or to  subm it 
recom m enda tion  and G o v e rn o r ’s a llo ca tion  to  Leg isla tive A ssem b ly  w ith G ov e rn o r ’s budget. R equ ires  
Leg is la tiv e  A ssem b ly  t o  determ ine m ax im um  bond ing level fo r  ea ch  program  fo r each  fiscal year.

R equ ire s  sta te agency au tho rized  to  issue general ob ligation  bonds to  report to  G ov e rn or biennially on  
agency  plans fo r  issuing bonded  indebtedness.

S e ts  am oun ts a llo ca ted  fo r  general ob liga tion  bonds that m ay be issued during the 1981-1983 b ienn ium . 
Sets to ta l m ax im um  fo r  all state agencies at $ 1 ,8 9 8 ,2 0 0 ,0 0 0 .

A llow s Em ergen cy  B o a rd  to  m od ify  au th o rized  bond iss» ance am oun ts w ithin program  designation , 
betw een  program  designation o r  as to  the tota l am oun t o f  general ob ligation  bonds au thorized  by Leg is la tiv e  
A ssem b ly  fo r  the bienn ium .

E x em p ts refunding bonds from  p rov is ion s o f  A c t .
P roh ib its in terest rate in crease ab ov e  6 .9  percen t f o r  vete ran s ’ loans granted on o r  a fte r M ay  2 7 , 1971, w ith 

in terest rate orig inally set a t 5 .9  percen t. P roh ib its  in terest rate in crease ab ove  8 .2  percen t fo r  veterans ' loans 
gran ted a fte r January I , 1981, w ith orig inal rate o f  7 .2  percen t. P roh ib its interest rate in crease ab ov e  8 .9  
p ercen t fo r  v e te ran s ’ lo an s , fo r  acqu is ition  o f  a  m ob ile  hom e o r  hou se b oa t , granted afte r M ay  27 , 1971, w ith 
orig inal rate o f  7 .9  percen t. A llow s D ire c to r  o f  V eteran s ' A ffa irs  to  fix  variable interest rates at rate g rea ter 
than specified  lim its to  extent necessa ry  to  av o id  invoking certa in  constitu tional p rov isions.

R equ ires d ire c to r  to  reserve am oun t o f  requested  loan in O regon  W a r V eteran s ’ Fund [ b e f o r e  n o t i f y i n g  

a p p l i c a n t  o f  l o a n  a p p r o v a l  a n d \  b e fo re  m aking a loan com m itm en t.
D ec la re s  em ergen cy , e ffe c tiv e  July 1, 1981.

A  B I L L  F O R  AN  A C T
Relating  to  b on d s ; creating  new p rov is ion s ; am ending O R S  4 0 7 .0 ,? ;r .n d  declaring an em ergency .
Be It Enacted by the People of the State of Oregon.’

S E C T IO N  1. T h e  Leg isla tive A ssem b ly  finds that incurring o f  state debt by sale o f  bonds sh ou ld  be 
ju je c te d  to  the sam e p rocess  o f  execu tiv e  recom m endation s and legislative approva l as the p rocess  by w h ich  

(he sta te biennial budget is recom m ended and app roved .
S E C T IO N  2 . (1 ) T h e  G ov e rn o r shall recom m end to  the Leg islative A ssem bly  fo r  each  biennium , beginning 

July 1, 1983, by fisca l y ea r , the total m axim um  bonding level fo r  all state program s fo r  which general obligation  
bonds a rc  au th o rized . In making the recom m enda tion s , the G ov e rn o r shall seek the advice o f  the O regon  
Investm en t C oun c il on the total m aximum  bonding level fo r  each  biennium  by fiscal year. T h e  c o u n c il’ s ad v ice  
shall b e  given at fi time requested by the G ov e rn or and -.nail be based on the coun c il’ s review  o f  ava ilab le  
econ om ic  and financial data fo r  the sta te . A lte r  review ing the coun c il's  a d v ice , the G ov e rn or shall present the 
tota l m axim um  bonding level fo r  each  program  to the Leg isla tive A ssem bly  as part o f  the G ov e rn o r ’ s budget 
a long w ith the figures adv ised  by the c o u n J I . T h e  Leg islative A ssem bly  shall then determ ine the m axim um  
bonding level fo r  ea ch  p rogram  fo r  each  fisca l year.

NOTE: Matter in bold luce in an amended section is new; matter f italic and bmcketra1 is existing law to be omitted;
complete new sections begin with SECTION.
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1 (2 ) F o r  biennia beginning on and a fte r  July 1, 1983, each  state agency au thorized  to  issue general ob ligation
2 bonds shall report to  the G ov e rn o r  biennially on  a  date determ ined by the G ov e rn or on  agency p lans fo r  issuing
3 bonded  indebtedness during the com in g  bienn ium . T h e  agency shall include any know ledge it has on  refunding
4 ou tstand ing indebtedness during the fo llow ing biennium  o r  thereafter.
5 S E C T IO N  3 . F o r  the 1981 -1983  b ienn ium , the fo llow ing  am oun ts are a llo ca ted  fo r  general ob liga tion  bonds
6 o f  this sta te  that m ay b e issued during the biennium  as fo llow s :
7
8
9

Program  Designation 1981-82 1582-83 1981-83

10 G E N E R A L  O B L IG A T IO N  B O N D S
11 G enera l Fund  O b ligations
12 F o restry  D ep t . (A r t . X I -E ) S 0 S 0 S 0
13 D ep t, o f  H ig h e r E du ca tion
24 (A r t . X I -G ) 0 0 0
15 D ep t, o f  E du ca tion  (A r t . X l -G ) 0 0 0
16 P ow e r D eve lopm en t B on d s
17 (A r t . X I -D ) 0 0 0
18 D ep t, o f  Env ironm en tal Q ua lity
19 (A r t . X I -H ) 2 0 ,0 0 0 ,0 0 0 3 0 .0 00 .0 0 0 5 0 .0 0 0 ,0 0 0
20 C orrec tion a l Facilities - 7 5 ,0 00 ,00 0 7 5 ,0 0 0 .0 0 0
21 D ed ica ted  Fund O b ligations
22 D ep t, o f  V eteran s ' A ffa irs
23 (A r t . X J -a ; 7 5 0 ,0 0 0 ,0 0 0 8 0 0 ,0 0 0 ,0 0 0 1 ,5 5 0 ,0 0 0 ,0 0 0
24 D ep t, o f  H ighe r Edu ca tion
25 (A r t . X I -F ( l ) ) 2 8 ,6 1 0 .0 0 0 2 8 ,6 10 ,0 0 0 5 7 ,2 2 0 ,0 0 0
26 H ighw ay  D iv ision  (A r t . X I (7 ) ) - - -
27 D ep t, o f  C om m e rce , H ousing
28 D iv ision  (A r t . X I-J ) 3 0 ,0 0 0 .0 0 0 3 0 ,0 00 ,0 0 0 6 0 ,0 0 0 ,0 0 0
29 W a te r R esou rces D ep t.
30 (A r t . X I - I ) 1 2 .0 00 ,000 14 ,000 .000 2 6 ,0 0 0 ,0 0 0
31 D ep t, o f  Energy (A r t . X I-J ) 3 5 .0 0 0 ,0 0 0 4 5 .0 00 .0 0 0 8 0 ,0 0 0 ,0 0 0
32 T o ta l G eneral
33 Obligation  Bonds S 8 7 5 .6 l0 .0 0 0 S l ,0 2 2 ,6 l0 ,0 0 0 $ 1 ,8 9 8 ,2 2 0 ,0 0 0
34

*>’4

K
35 S E C T IO N  4 . (1 ) T h e  bond  issuance am oun ts au tho rized  by this A ct may be m od ified  by the Em ergency
36 B o a rd  w ithin program  designation , betw een p rog ram  designation o r  as to  the total am oun t o f  general obligation
37 bonds au tho rized  by the Leg isla tive A ssem b ly  fot the b ienn ium .
38 (2 ) N oth ing  in this A ct app lies to  refunding bonds au tho rized  o r  requ ired  under any state general obligation
39 bond  program .



[3] B-Eng. HB 3146

1 (3 ) T h e  p rov is ion s o f  section  3 o f  this A c t relating to  bonds issued under A rtic le  X I -G  o f  the O regon
2 C on stitu tion  are  con trolling ove r any g rea ter am oun t that may be app rop ria ted  th ere fo r ex cep t as the am oun t
3 set fo rth  in section  3 o f  this A c t is su b je c t to  m od ifica tion  under th is se ction .
4 S e c t ion 5. O R S  4 07 .0 7 2  is am ended to  read :
5 4 0 7 .0 7 2 . ( I )  T h e  d ire c to r , w ith the a d v ic ' f  the com m ittee , will p eriod ica lly , during the term  o f  the lo an ,
6 f ix  the variab le in terest rates to  be  pa id  by  utv. app lican t, taking in to con sidera tion  the curren t value o f  the
7 m on ey , the so lven cy  o f  the loan p rog ram , an d  the ra tes ’ e f fe c t on  ve te ran s . I f  the d ire c to r , a fte r con siderin g
8 the fa c to rs  sp ec ified  in this section , determ ines tha t there is an e con om ic  need fo r  a  h igher rate o f  in terest on
9 lo an s m ade fo r  tne acqu is ition  o f  m ob ile  h om es and h ou seb oa ts , the d ire c to r  shall f ix  the r a t e o l  in terest f o r  th e

10 acqu is ition  o f  a  m ob ile  hom e o r  h ou seb oa t a t not h igher than tw o percen t m ore p e r annum  than the b as ic  rate
11 es tab lished  by  th is section .
12 (2 ) Except as prov ided in subsection (3) of this section :
13 (a ) T h e  rate  o f interest on loans granted on o r  a fte r M ay  2 7 , 1971 , and n 'g in a lly  set a t five and nine-tenths
14 percen t p e r  annum  shall not be increased to  m ore than six and nine-tenths percen t p er annum .
15 (b ) T h e  rate o f interest on loans granted on o r  a fte r January  1, 1981 , and originally set at seven and tw o-tenths
16 percent p e r  annum  shall not be increased to m ore than eight and two-tenths percent per annum .
17 (c ) T h e  rate o f Interest on a  'oan granted on o r  after M ay  2 7 , 1971 , fo r  the acquisition of a m obile hom e o r
18 houseboat originally set at seven and nine-tenths percent per annum shall not be Increased to  m ore than eight and
19 .iine-tenths percent p er annum .
20 (3) T h e  d ire c to r may fix the variable interest rates to be paid by the applican t at a ra le  greater than  the rates
21 described in subsection (2 )  o t  this section , but only to the extent necessary to avoid invoking the provisions of
22 section 4 , A rticle X I -A  of the O regon Constitu tion .
23 S E C T IO N  6 . S ec tion  7 o f  th is A c t is ad d ed  to  and m ade a part o f  R S  4 0 7 .0 1 0  to ‘107 .210.
24 S E C T IO N  7 . (1 ) W hen  the d ire c to r  determ ines that an a pp lican t’s loan may be app roved  in a c co rd an ce  w ith
25 O R S  4 0 7 .0 1 0  to  4 0 7 .2 1 0 , the d ire c to r , b e fo re  m aking a loan com m itm en t, shall ret ervc an am ount o f  m oney  in
26 the O regon  W a r  V e te ran s ’ Fund equa l to  the am oun t requested  by the app lican t to be u s td  on ly fo r  paym en t to
27 . the app lican t w h ich  shall be set a s id e  in the D irec t C om m itm en t R ese rve A ccoun t .
28 (2 ) M on ey s in the O regon  W a r  V e te ran s ’ Fund D irec t C om m itm en t R ese rve  A ccoun t shall be reserved  as
29 loan p ro ceed s  f c r an app lican t under subsection  (1 ) o f  thi«, s e e th n  and shall not be used fo r any o th e r p u rp ose
30 un less the app lican t can ce ls the app lica tion  fo r  the loan p rio r to  receip t o f  the loan p roceed s .
31 S E C T IO N  8 . T h is  A c t being necessary  fo r  the im m ediate p reserva tion  o f  the public peace , hea lth  and
32 sa fe ty , an em ergency is dec la red  to  ex ist, and this A c t takes e ffe c t July I, 1981.

•C*.
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La s t  y e a r ,  t h e  cost  of our  d e b t  s e r v ic e ,  w h ic h  i s  t h e  pa y m en t s  for

PRINCIPAL AND INTEREST, AMOUNTED TO 9 7 .6  M ILLION DOLLARS, THIS IS 

THE SUM WE PAY TO REDUCE OUR BONDED DEBT. EVERY YEAR, A PERCENTAGE 

OF OUR GENERAL UNRESTRICTED REVENUE GOES TO HELP PAY OFF OUR DEBT

s e r v i c e .  And e v e ry  y e a r  t h a t  p e r c e n t a g e  g e t s  s m a l l e r .  In 1975,

9% OF OUR REVENUES WENT TOWARDS RETIRING OUR BONDED INDEBTEDNESS.

La s t  y e a r ,  we  only  t a r g e t e d  2 . 6 %  of our w e a l t h  to pay  o ff  our d e b t .

We s p e n t  9 7 .6  m i l l i o n  to h e l p  r e t ir e  our d e b t ,  w h i l e  sptNfrTNe*289  m il l i o n

IN NEW BONDS IN THE SAME YEAR, TO BRING US INTO EVEN GREATER DEBT.

T h e  q u e s t i o n  i s  —  d o  w e  s t o p  i t ,  b e f o r e  i t  s t o p s  u s ?



ALASKA STATE LEGISLATURE 
HOUSE OF REPRESENTATIVES 

RESEARCH AGENCY

Poucfi Y , State Capitol 
Juneau, Alaska 99811 

(907) 465-3991

March  23,  1982

MEMORANDUM

TO :  R e p r e s e n t a t i v e  T e r r y  G a r d i n e r

FROM: D a v id  Tea l  ^
R e s e a r c h  S t a f f

R E :  Genera l  O b l i g a t i o n  Bonds
R e s e a r c h  R e q u e s t  Number 82 -74

C l i f f o r d  Groh s u b m i t t e d  a r e q u e s t  on y o u r  b e h a l f  f o r  a graph showing  
r e a l  p e r  c a p i t a  g row th  i n  g e ne ra l  o b l i g a t i o n  bonds i s s u e d  by t h e  s t a t e  
o f  A l a s k a .  A f t e r  a b r i e f  d i s c u s s i o n  w i t h  C l i f f ,  t h e  r e q u e s t  was expanded 
t o  i n c l u d e  s e v e r a l  g r a p h s .

A l l  f i v e  o f  t h e  e n c l o s e d  ■'raphs a re  on a p e r  c a p i t a  b a s i s  and show 
money v a l u e s  i n  1970 d o l l a  ", The Anchorage  consumer  p r i c e  i n d e x  
( C P I )  was u sed  t o  c o n v e r t  nominal d o l l a r  v a l u e s  t o  1970 d o l l a r s .  The 
CP I  and s t a t e w i d e  p o p u l a t i o n  f o r  each  y e a r  a re  shown in  t h e  t a b l e  
b e lo w .  A b r i e f  e x p l a n a t i o n  o f  each  graph  f o l l o w s  t h e  t a b l e .

F i s c a l
Yea r

Anch o ra ge  o t a t e w i d e
CP I  P o p u l a t i o n

1970
1971
1972
1973
1974
1975 
197''
1977
1978
1979
1980
1981

10 7 .3
1 1 1 . 5
1 1 4 . 4  
1 1 6 . 9
1 2 3 .8
1 4 0 .0
15 7 .4
167 .6  
17 7 .3
1 9 4 .8
211.8
232 .0

302,580
3 1 1 . 2 0 0  
j 24,000
330.000
344.000
38 3 .10 0  
4 1 0 ,7 0 0
4 1 3 . 1 0 0
4 0 3 .1 0 0  
400 ,600  
40 1 ,8 5 0
422.200

S o u r c e :  A l a s k a  D e par tm en t  o f  L a b o r ,  R e se a r c h  and A n a l y s i s  3/82



Representative Gardiner
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Page 3

Graph 4 :  Genera l  O b l i g a t i o n  Bonds O u t s t a n d i n g . Real p e r  c a p i t a  bonded
i n d e b t e d n e s s  i n c r e a s e d  s t e a d i l y  ( e x c e p t  f o r  s l i g h t  d e c l i n e s  in  
1974 and 1976 )  t h r o u g h o u t  t h e  1 9 7 0 ' s .  A d e c l i n e  in  p o p u l a t i o n  
d u r i n g  1978 and 1979 was p a r t  o f  t h e  re a so n  f o r  t h e  p e r  c a p i t a  
i n c r e a s e  i n  t h e  1970  d o l l a r  v a l u e  o f  bond* o u t s t a n d i n g  d u r in g  
t h o s e  y e a r s .  P o p u l a t i o n  i n c r e a s e s  d u r i n g  1980 and 1981  a re  
p a r t i a l l y  r e s p o n s i b l e  f o r  t h e  d e c l i n e  i n  rea l  p e r  c a p i t a
bonded d e b t  d u r i n g  t h e  p a s t  two y e a r s .  The 1970 d o l l a r
v a l u e  o f  bonded d e b t  was $768 p e r  c a p i t a  in  1 9 8 1 .

Graph 5 :  Debt  S e r v i c i n g  C o s t s  o f  O u t s t a n d i n g  Genera l  O b i i g a t i o n  Bonds
I s s u e d  by t h e  S t a t e  o f  A l a s k a . Graph 5 shows t h e  amount each 
A l a s k a n  wouTd have  p a i d  ( i n  1970 d o l l a r s )  i n  o r d e r  t o  r e t i r e  
a l l  g e n e ra l  o b l i g a t i o n  bonds  o u t s t a n d i n g  i n  each  y e a r .  As  
n o t e d  i n  t h e  d e s c r i p t i o n  o f  graph  2 ,  a l l  coupon payments  a re  
a t t r i b u t e d  t o  t h e  y e a r  o f  bond i s s u e  so  t h e  amount  i s  somewhac 
o v e r s t a t e d .

. * * *

As  d i s c u s s e d  w i t h  C l i f f ,  t h e  m os t  u s e f u l  p r e s e n t a t i o n  o f  a s e t  o f  num­
b e r s  depends  t o  a l a r g e  e x t e n t  on t h e  i n t e n d e d  u se  o f  t h e  d a t a .  I
would  be happy t o  d i s c u s s  t h e  above  da ta  o r  i t s  p r e s e n t a t i o n  a t  y o u r  
c o n v e n i e n c e .

E n c l o s u r e s
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DEBT SERVICE ON 6.0. BONDS ISSUED LESS REPAYMENTS OF MATURE ISSUES

PER CAPITA IN 1970 DOLLARS

GRAPH 3

  MET BORROWING
FISCAL YEARS



DEBT SERVICING COSTS FOR G.O. BONDS, STATE OF ALASKA, 1970-1981

PER CAPITA IN 1970 DOLLARS
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   D E B T  S E R V I C E

I n t e r e s t  payments  a r e  c o n v e r t e d  FISCAL YEARS
t o  1970 d o l l a r s  a t  t h e  d i s c o u n t  f a c t o r  

- a p p l i c a b l e  i n  t h e  y e a r  o f  bond i s s u e



G.O. BONDS OUTSTANDING, STATE OF ALASKA, 1970 - 1981

PER CAPITA IN 1970 DOLLARS

GRAPH 4

G.O. BONDS
FISCAL YEARS



GRAPH 5
DEBT SERVICE ON OUTSTANDING G.O. BONDS,. STATE OF ALASKA, 1970 - 1981

PER CAPITA IN 1970 DOLLARS

1500

D
0
L 1280
L
A
R
S

900
P
E
R

C 600
A
P
I  
T
A 300

0
70 71 72 73 74 75 76 77 78 79 80 81

----------  DEBT SERVICE
te re s t  payments arc* con v e rted  to  1970 d o l l a r s  FISCAL YEARS



ALASKA STATE LEGISLATURE 
HOUSE OF REPRESENTATIVES 

RESEARCH AGENCY

Pouch Y. State Capitol 
Juneau, Alaska 99811 

(907) 465-3991

A p r i l  22 ,  1982

MEMORANDUM

TO: R e p r e s e n t a t i v e  G a r d i n e r

FROM: D a v id  Tea l  R e s e a r c h  S t a f f
Deb Pomeroy ,  R e s e a r c h  A i d e

RE:  Bonded Debt
R e s e a r c h  R e q u e s t  Number 3 2 - 1 0 9

You r e q u e s t e d  g ra p h s  sh ow in g  t h e  p e r  c a p i t a  d e b t  s e r v i c i n g  c o s t s  ( i n  
1982 d o l l a r s )  o f  o u t s t a n d i n g  bonds i s s u e d  by t h e  S t a t e  o f  A l a s k a  and by 
m u n i c i p a l i t i e s  w i t h i n  t h e  s t a t e .  T h r e e  t y p e s  o f  S t a t e  bonds  were c o n ­
s i d e r e d  i n  t h i s  a n a l y s i s .

G e n e ra l  O b l i g a t i o n  Bonds a re  backed  by t h e  f u l l  f a i t h ,  c r e d i t ,  
and r e s o u r c e s  o f  t h e  S t a t e .  Genera l  o b L g a t i o n  bonds  must  be 
a u t h o r i z e d  by l e g i s l a t i o n  f o r  c a p i t a l  im p ro ve m e n t s  and be r a t i f i e d  
by t h e  e l e c t o r a t e .

I n t e r n a t i o n a l  A i r p o r t s  Revenue  Bonds a re  s p e c i a l  o b l i g a t i o n s  o f  
t h e  S t a t e .  They  a r e  p a y a b le  From and s e c u r e d  by a f i r s t  l i e n  on 
g r o s s  r e v e n u e s  d e r i v e d  from o p e r a t i o n s  o f  t h e  A n c h o ra g e  and F a i r ­
banks  I n t e r n a t i o n a l  A i r p o r t s .

A ge n cy  Bonds a r e  i s s u e d  by a number o f  a g e n c i e s  t h a t  have  a l e g a l  
e x i s t e n c e  i n d e p e n d e n t  o f  t h e  S t a t e .  The A l a s k a  H o u s i n g  Fin/ince 
C o r p o r a t i o n  i s  r e s p o n s i b l e  f o r  a b o u t  90 p e r c e n t  o f  bonded  d e b t  n e l d  
by S t a t e  a g e n c i e s .  A g e n c y  d e b t  i s  s e l f - l i q u i d a t i n g ;  p r i n c i p a l  and 
i n t e r e s t  a re  pay>ible from e a r n i n g s  d e r i v e d  from u s e r  f e e s .

A l t h o u g i i  m u n i c i p a l i t i e s  may i s s u e  b o t h  g e n e r a l  o b l i g a t i o n  and re v e n u e  
b o n d s ,  I was u n a b le  t o  f i n d  a s o u r c e  w h i c h  c o u l d  p r o v i d e  a g g r e g a t e  i n f o r ­
m at ion  on 1 )  t h e  d e b t  s e r v i c i n g  c o s t s  f o r  m u n i c i p a l  g e n e r a l  o b l i g a t i o n  
b o n d s ;  2)  t h e  amount o f  m u n i c i p a l  r e ve n u e  bonds o u t s t a n d i n g ;  o r  3)  d e b t  
s e r v i c i n g  c o s t s  f o r  m u n i c i p a l  r e v e n u e  b o n d s .  T h i s  i n f o r m a t i o n  c o u l d  
p r o b a b l y  be o b t a i n e d  from t h e  m u n i c i p a l i t i e s ,  b u t  Gregg E r i c k s o n - -  
s p e a k in g  f o r  C l i f f  G ro h ,  o f  y o u r  s t a f f - - s u g g e s t e d  t h a t  t h e  e f f o r t  would 
n o t  be w o r t h w h i l e  a t  t h i s  t i m e .

i
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T h e r e  were  s i m i l a r  d a t a - g a t h e r i n g  p ro b lem s  w i t h  bonds i s s u e d  by S t a t e  
a g e n c i e s .  Gregg  E r i c k s o n  s u g g e s t e d  g ra p h in g  d a ta  o n l y  f o r  y e a r s  a f t e r  

971,  wh ich  i s  when r e p o r t s  on a g e n c y  bonds were i n c o r p o r a t e d  i n t o  
vn e  S t a t e ' s  annual  f i n a n c i a l  r e p o r t .  Due t o  d a ta  p ro b le m s  and as  a. 
r e s u l t  o f  my c o n v e r s a t i o n  w i t h  Gregg  E r i c k s o n ,  y o u r  r e q u e s t  f o r  g raphs  
was m o d i f i e d  s l i g h t l y .  The  a t t a c h e d  g ra ph s  a re  d e s c r i b e d  b r i e f l y  
be low .

Graph 1 shows  t h e  a g g r e g a t e  amount  o f  S t a t e  g e n e ra l  o b l i g a t i o n  b o n d s ,  
a i r p o r t  r e v e n u e  b o n d s ,  and S t a t e  a ge n cy  bonds o u t s t a n d i n g  i n  t h e  y e a r s  
1972 t h r o u g h  1 9 8 1 .  Nominal  v a l u e s  were  c o n v e r t e d  t o  1982 d o l l a r s  by
a p p l y i n g  a f a c t o r  b a se d  t h e  A nch o ra ge  con su m e r  p r i c e  i n d e x  ( C P I ) .  The 
p e r  c a p i t a  v a l u e s  shown in  t h e  g raph  were  o b t a i n e d  by d i v i d i n g  t h e  1982 
d o l l a r  v a l u e s  by s t a t e w i d e  p o p u l a t i o n  i n  each  y e a r .  A l l  v a l u e s  in  
graph  1 (and in  t h e  o t h e r  a t t a c h e d  g r a p h s )  appear  i n  t a b l e s  a t t a c h e d
t o  t h i s  memorandum.

Graph 2 shows p e r  c a p i t a  d e b t  s e r v i c i n g  c o s t s  ( i n  1982 d o l l a r s )  asso- .  
c i a t e d  w i t h  t h e  bonded d e b t  shown in  graph 1 .  D e b t  s e r v i c e  i n c l u d e s  
b o th  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 .  A s  em p h as i z e d  i n  my memorandum 
o f  March  23 ,  1982 ( r e s e a r c h  r e q u e s t  number 8 2 - 7 4 )  on t h e  s u b j e c t  o f
bonded d e b t ,  t h i s  t r e a t m e n t  o f  d e b t  s e r v i c i n g  c o s t s  i m p l i c i t l y  a ssumes
t h a t  t ' l  p r i n c i p a l  and i n t e r e s t  paym ent s  a r e  made in  t h e  y e a r  shown 
r a t h e r  th an  s p r e a d  i n t o  t h e  f u t u r e .  In an economy c h a r a c t e r i z e d  by 
i n f l a t i o n ,  t h i s  t r t ' a t m e n t  o v e r s t a t e s  c o n s t a n t  ( 1 9 8 2 )  d o l l a r  o b l i g a t i o n  
b e c a u s e  payments  w i l l  be made in  t h e  f u t u r e  when t h e  d o l l a r s  a re  w o r th  
l e s s .  In a d d i t i o n ,  p o p u l a t i o n  growth  would  d e c r e a s e  t h e  p e r  c a p i t a  
repaym en t  r e q u i r e d  t o  r e t i r e  t h e  d e b t .

The e f f e c t  o f  a t t r i b u t i n g  f u t u r e  paym en t s  t o  c u r r e n t  t i m e  p e r i o d s  i s  t o  
i n c r e a s e  a e b t  s e r v i c i n g  c o s t s  in  e a r l y  y e a r s  r e l a t i v e  t o  d e b t  s e r v i c i n g  
c o s t s  i n  l a t e r  y e a r s .  T h a t  i s ,  t h e  t r u e  t r e n d  i s  s t e e p e r  th a n  i s  
i n d i c a t e d  by graph  2 .  T h i s  e f f e c t  i s  a c c e n t u a t e d  by t h e  r e c e n t  t r e n d  
to w a rd  s h o r t e r  m a t u r i t y  i s s u e s .  The prob lem c o u l d  be c o r r e c t e d  by 
c o n s i d e r i n g  t h e  t i m i n g  o f  p aym en t s  a s  w e l l  a s  t h e  amount  o f  p a y m e n t s ,  
b u t  some a s s u m p t i o n s  would  be r e q u i r e d  t o  c o m p l e t e  an a n a l y s i s .  I f  you 
w i s h ,  I would  be happy t o  d i s c u s s  t h e  c o m p l e x i t i e s  o f  t h i s  i s s u e  w i t h  
you  o r  y o u r  s t a f f .

Graph 3 shows t h e  p e r  c a p i t a  amount  ( i n  1982 d o l l a r s )  o f  m u n i c i p a l  
g enera l  o b l i g a t i o n  bonds o u t s t a n d i n g  i n  t h e  y e a r s  1972 t h r o u g h  1 9 8 1 .  
N o t e  t h a c  m u n i c i p a l  r e ve n u e  bonds a re  n o t  i n c l u d e d  in  t h e  f i g u r e s  and 
t h a t  s t a t e w i d e  p o p u l a t i o n  i s  u s e d  t o  o b ta T n  p e r  c a p i t a  v a l u e s .

You may be i n t e r e s t e d  i n  t h e  a t t a c h e d  t a b l e  w h ich  shows  t h a t  m u n i c i p a l  
g e n e ra l  o b l i g a t i o n  d eb t  has  i n c r e a s e d  f a s t e r  i n  r e c e n t  y e a r s  th an  has 
g enera l  o b l i a a t i o n  d e b t  i s s u e d  by t h e  S t a t e .  M u n i c i p a l i t i e s  had $ 1 .0 9i
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b i l l i o n  o u t s t a n d i n g  on J u l y  1 ,  1 9 8 1 ,  compared t o  $ 7 0 1 .2  m i l l i o n  i n  
g e n e r a l  o b l i g a t i o n  d e b t  i s s u e d  by t h e  S t a t e .

The S t a t e  has  ado p te d  a p o l i c y  o f  s h o r t - t e r m  i s s u e s  i n  r e s p o n s e  t o  c u r ­
r e n t  market  c o n d i t i o n s ,  b u t  w i t h o u t  f u r t h e r  s t u d y  o f  t h e  t e r m s  o f  
s a l e ,  i t  i s  i m p o s s i b l e  t o  d e t e r m i n e  w h e th e r  m u n i c i p a l i t i e s  have ado p te d  
t h e  same a p p r o a c h .  The p o t e n t i a l  r i s k  f o r  m u m c i o a l  i t i e s  i s  s u b s t a n ­
t i a l ,  and t o  t h e  e x t e n t  t h a t  m u n i c i p a l  d e b t  i s s u e s  a re  s c h o o l  bonds 
(w h ich  a re  p a r t i a l l y  p a i d  by t h e  S t a t e ) ,  t h e r e  i s  some c a u s e  f o r  c o n c e r n  
by t h e  S t a t e .

Graph 4 shows t h e  sum o f  m u n i c i p a l  g e ne ra l  o b l i g a t i o n  bonds  and a l l  S t a t e  
bonds o u t s t a n d i n g ,  and graph  5 shows s e p a r a t e  c u r v e s  f o r  m u n i c i p a l  
g e n e ra l  o b l i g a t i o n  b o n d s ,  S t a t e  g enera l  o b l i g a t i o n  b o n d s ,  and a l l  S t a t e  
bonds  o u t s t a n d i n g  in  ea ch  y e a r  f rom  1972 t h r o u g h  1 9 8 1 .  As  i n  t h e  g ra ph s  
d i s c u s s e d  p r e v i o u s l y ,  a l l  l i n e s  d e p i c t  p e r  c a p i t a  amounts  i n  1982 d o l ­
l a r s .

* * *

As  a l w a y s ,  t h e  a ge n cy  e x t e n d s  an o f f e r  t o  p e r f o r m  a d d i t i o n a l  work o r  t o  
d i s c u s s  t h e  m a t e r i a l  p r e s e n t e d  w i t h  you  o r  y o u r  s t a f f .

A t t a c h m e n t s
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GRAPH 2

DEBT SERVICE ON OUTSTANDING BONDS— STATE OF ALASKA

1982 DOLLARS PER CAPITA
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GRAPH 5

BONDS OUTSTANDING— STATE OF ALASKA 

MUNICIPAL & STATE G.O. BONDS AND ALL STATE BONDS
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BONDS OUTSTANDING AND DEBT SERVICE REQUIREMENTS 
State or' Alaska 1972 - 1981 

($ in m i l l ions  unless otherwise noted)

GEN OBLIGATION STATE AGENCY AIRPORT REVENUE ALL BONDS PER CAP. 1982$2
Fiscal
Year Outs.

Debt
Service Outs.

Debt
Service Outs.

Debt
Service Outs.

Debt
Service

CPI
Adj.

Popu­
lation* Outs.

Debt
Service

72 $238.9 $375.0 $ 66.0 $ 115.8 $ 15.2 $ 29.4 $ 320.1 $ 520.3 2.18 324.0 $2,154 $3,501

73 274.6 434.6 81.6 138.4 23.4 44.0 379.6 616.9 2.13 330.0 2,450 3,982

74 293.1 469.0 147.0 262.8 23.0 42.2 463.1 774.0 2.01 344.0 2,706 4,522

75 392.5 660.0 272.2 504.1* 33.2 62.2 697.7 1,226.4 1.78 383.1 3,242 5,698

76 462.9 767.0 267.5 514.4* 32.7 59.5 763.1 1,340.9 1.58 410.7 2,936 5,158

77 530.0 846.4 319.7 633.5 32.1 56.7 881.8 1,536.8 1,49 413.1 3,178 5,543

78 596.2 906.3 508.2 1,063.7 20.9 36.5 1,125.4 2,006.4 1.41 403.1 3,937 7,018

79 670.5 9/7.7 602.1 1,283.3 20.3 34.5 1,292.9 2,295.5 1.28 400.6 4,131 7,335

80 631.7 902.6 767.4 1,666.3 19.7 32.6 1,418.8 2,601.5 1.18 401.8 4,166 7,639

81 701.2 969.6 1,407.8 3,641.7 19.0 30.7 2,128.0 4,642.0 1.07 422.2 5,393 11,764

*estimated.
^Population is in thousands.
2per Capita f igures are not in m i l l io n s .

Source: House Research Agency 4/82



MUNICIPAL AND STATE BONDS OUTSTANDING 
State of Alaska 1972 - 1981

Mun. Bonds Per Capita Municipal & State Per Capita 
Fiscal Outstanding ( in 1982 Bonds Outstanding ( in  1982 
Year ($ M i l l ions )  do l la rs )  (S M i l l ions )  do l la rs )

72 $ 262.2 $ 1,764 $ 582.3 $ 3,918

73 271.5 1,752 651.1 4,203

74 312.2 1,824 775.3 4,530

75 351.4 1,633 1,049.1 4,875

76 420.8 1,619 1,183.9 4,555

77 519.6 1,874 1,401.4 5,055

78 545.2 1,907 1,670.6 5,844

79 768.5 2,456 2,061.4 6,587

80 827.1 2,429 2,245.9 6,595

81 1,091.0 2,7b5 3,219.0 8,158




