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R evenue
G eneral Obligation B onds (or
S tate  T ransportation Projects

Dept A ffec ted :________________________________
RDU R evenue P rogram s & Services
Com ponent

Sponsor
R equester

R ules Com m ittee
T reasury  M anagem ent

G overnor Murkowski

Expend itu re s/R evenues
C om ponent No. 

(Thousands of Dollars)
121

Note: A m ounts do not include inflation u n less  otherw ise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Serv ices 
Travel 
Contractual 
Supplies 
Equipment 
Land & S tructures 
G rants & Claims 
Debt Service

381.9 49.9 34.0 24 0 9.0 6.0

7 ,552.9 7,553.7 7 ,555.0 7.556 .0 7,556.3
TOTAL OPERATING 381.9 7,602.8 7,587.7 7,579.0 7,565 .0 7,562.3

CAPITAL EXPENDITURES

J Z LCHANGE IN REVENUES (

FUND SOURCE (T housands of Dollars)
1002 Federal R eceip ts
1003 GF Match
1004 GF
1005 G F/Program  R eceipts 
1037 GF/M ental Health
Other (Specily Type--Do not abbreviate)

381 9 7.602.8 7.587.7 7,579.0 7,565 0 7,562.3

TOTAL 381.9 7,602.8 7,587.7 7,579.0 7 ,565 .0 7,562.3

00E stlm ato  of an y  c u r re n t y e a r  (FY2004) c o s t:
C heck  th is  box  (X) If fu n d in g  for th is bill Is in c lu d ed  in tho  G o v e rn o r 's  FY 2005 b u d g e t p ro p o s a l:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
Authorizes the issuance of $77.1 million in general obligation bonds to pay for state transportation capital 
improvement projects.
If the bill is p a ssed  by the legislature the proposal would be included on the ballot for voter authorization in 
the fall of 2004. Assuming voter approval the entire authorization of bonds would be issued in the spring 
of 2005. However, the State Bond Committee would determine the actual timing, amount, and term of the 
bond sa les  based  on project demand and maiket conditions In FY ’05 up to S381 .9 will be appropriated 
from the general fund of the state lo forward fund the cos ts of issuing the bonds including rating agency, 
printing, public notice, travel, financial advisor, and bond counsel fees. In FY '05 and following the 
contractual charges are for money management fe e s  and paying agent fees . The general fund will be 
reimbursed from bond proceeds following the bond sale.
P repared  by 
Division

A pproved by 
Agency

Devon Mitchell. S tate Dobt M anager P hone  465*3750
T reasury  Division D ate/T im e 6/21/2004/3 13 PM

Tom Boutin, Deputy C om m issioner D ate 6/21/2004
Department of Revonuo
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F IS C A L  N O T E  #1

ANALYSIS CONTINUATION

However if state general obligation bonds for other purposes (such a s  University projects) were approved 
at the sam e time, issuance of all bonds would likely take place at one time. In that instance, issuance 
costs would be largely combined. However, this fiscal note must contemplate issuance of only these 
bonds in order to provide for issuance costs in the event only this authorization is approved.
These bonds would be sold on a competitive bas is with the bonds being awarded to the bidder offering the 
lowest true interest cost. The bidder would be given the option of purchasing bond insurance. This 
structure almost always results in a  net bond premium. The bonds would be remarketed, with the 
premium used to pay the underwriter's s a le s  force and expenses .
Assuming an interest rate of 5.25% (approximately 50 basis points higher than current rates) and a  15 
year term, level annual debt serv ice would be approximately S7.5 million per year beginning in FY 2006. 
With current interest rates, annual debt service would be reduced to S7.3 million.

The interest rates in this fiscal note require the maintenance of the State's credit ratings through this 
additional bonds issuance, a  probable scenario since adoption of a fiscal plan would be concurrent with 
voter approval of this bond authorization. The State is currently on negative outlook from Moody's 
Investors Service. Standard and Poor's and Fitch Serv ices have indicated mid-term concern related to the 
disparity between ongoing recurring revenues and expenditures and the continuing and projected 
depletion of the S ta te ’s  short term reserves . If no s teps had been taken to balance recurring revenues 
with expenditures by the time these bonds were issued, it is likely that the cost of capital would increase 
for all issuers of Alaska public debt when the state credit ratings were downgraded by at least one of the 
agencies.

S T A T E  O F  A L A S K A  D IL L  NO . SB 1005_____________
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P ro p o sed  S u r fa c e  

T ra n s p o r ta t io n  G .O . B o n d  
P a ckag e

Project Amount Project Benefits Description and scope o f work

1 Anchorage - Abbott Loop Upgrade 
(Tudor Road to Abbott Road)

$15,000,000
4 4 Supplements existing funding for a new roadway 

and bridges. Project was one of the November 
2002 GO Bond Projects. The additional funding 
is needed to upgrade the intersection with Tudor 
Road and provide a project contingency. New 
alignment to be transferred to local ownership.

Anchorage - Lake O tis & Tudor 
Intersection Im provem ents

$8,500,000
4

Relieves congestion at one of the most congested 
intersections in the state. MOA has begun ROW 
acquisition with $3 million of municipal funds.

3 Anchorage - Dowling Road East 
Extension

$14,600,000
4

•

4

•

Extends Dowling Road east from Lake Otis to the 
new Abbott Loop Road. State traffic engineers 
believe that this project, combined with the 
ongoing Abbott Loop extension, will provide 
significant congestion relief on Lake Otis and at 
the Lake Otis and Tudor intersection. New 
alignment to be transferred to local ownership.

4 Fairbanks - Cowles Street and 21st 
Avenue Upgrade

$1,200,000
4 4 Upgrades Cowles Street and 21st Avenue in the 

vicinity of the hospital. Project is needed to 
accommodate new traffic patterns resulting from 
hospital expansion. The total project budget is 
$2,900,000 and FMATS anticipated to 
supplement project funds to achieve full scope.

5 Fairbanks - Van Horn Road - 
Cushman to Pegcr

$6,100,000
4 4

Widens and upgrades the existing road, 
including shoulders, turn lanes, and other safety 
improvements. Th is road serves Fairbanks’ 
primary industrial area and has a high volume of 
truck traffic.

Pago 1
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P ackag e
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6 North Slope - Bu llen  Po int Road E IS  
& Design

$3,700,000
4 4

Enhances the economic viability of oil deposits 
located cast of Prudhoc Bay on State land. The 
50-60 mile road is from Prudhoc Bay east 
toward Pt. Thompson and ANWR.

7 Mat-Su - Bogard Road East 
Extension , E IS , design and ROW

$6,600,000
4 4 Extends Bogard Road easterly to provide a new 

east-west route between Palmer and W asilla and 
alleviate traffic problems on the Palmer W asilla 
Highway. Th is is much less expensive than a 
major upgrade of the P-W Hwy. Requested 
funding will get the state through an E IS  and 
ROW acquisition and get the project ready for 
STIP funding and construction. New and 
upgraded alignment to be transferred to local 
ownership

8 Kenai Peninsula - Area Road Paving $4,000,000 Ĉ Provides for a variety of road upgrade projects 
after which maintenance responsibility is to be 
transferred to the local government. If 
negotiations arc not successful, the funds will be 
used to repave other state highways in the Kenai 
Peninsula area.

9 Alcknagik - Wood R ive r Bridge 
Design

$1,000,000
4

Connects Alcknagik with the Dillingham road 
system. Currently residents and school children 
cross the river by boat and snow machine with 
an average of one resident drowning each year 
due to an accident. The NEPA environmental 
assessment for this project has been recently 
completed and the department is waiting for 
funding. It is presently in the STIP as an 
potential earmark project estimated at $12-14 
million.

10 Sitka -  Saw m ill Creek P.oad $1,000,000
4

Supplements existing funding from the 2002 
GO Project which was not sufficient for full 
reconstruction of the roadway and paving.



P ro p o se d  S u r fa c e  
T ra n s p o r ta t io n  G .O . B o n d  

P ackag e
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11 Southeast A laska Road Construction $8,000,000

4 4 c3
■?

Will implement one or more of the road segments 
of the new Southeast Alaska Transportation 
Plan. The plan includes many new road 
segments connecting USFS roads that will 
increase community access and access to 
resources.

12 Yukon-Kuskokwim  R ivers 
Transportation Corridors E IS  & 
Design

$2,000,000
4 4

Supplements other funding to examine and build 
a resource transportation corridor from the 
Kuskokwim River north to the Yukon River, and 
take in the Donlin, Ophir, and other mining 
districts. Current funding for portions of this 
route includes $4 million in the 2002 bond issue 
and $10 million in the Federal 2004 Omnibus 
Appropriations bill for Donlin Creek Road.

13 Kodiak -  Pasagshak Road Paving $1,500,000
4 4

Supplements other funding intended to 
reconstruct tire 13 mile road to the Kodiak 
Launch Facility. The launch facility has national 
significance and is a major new economic 
activity in the state.

14 Noatak A irport to Red Dog Mine E IS  
and Design

$3,500,000
4 4

Funds design of a  new road lo connect the Red 
Dog transportation system to the community of 
Noatak. Construction of this approximately 19 
mile link will provide Red Dog with access to 
Noatak's airport and will give the village access 
to the Red Dog port.

14 To ta l $76 ,700 ,000

P a g o  3



Law Log 04-0171

BILL ANALYSIS 
DEPARTMENT OF REVENUE

Section 1: Pledges the full faith, credit and resources of the state for payment of 
principal, interest and premium of not more than 577,100,000 of bonded debt as allowed 
by Art. IX, Section 8, of the Constitution provided that a majority of the qualified voters 
voting on the question must approve the debt unless the purpose is repelling invasion, 
suppressing insurrection, defending in war, or meeting natural disasters. Refinancing 
pre-statehood debt is also an exception to the voter requirement but there is no longer any 
pre-statehood debt outstanding. Section 1 also requires issuance in accord with AS 37.15 
which directs terms and procedures for debt issuance.

Section 2: Establishes a fund to receive the bond proceeds. Provided the bonds are 
issued as tax-exempt bonds under the Internal Revenue Code, the Code requires that 
proceeds must be kept in this state fund until spent, and that earnings of this fund be 
subject to rebate of arbitrage earnings to the IRS.

Section 3. Lists the public projects to be funded with bond proceeds.

Section 4. Provides that up to 5400,000 is appropriated for issuance costs, and to be 
reimbursed from bond proceeds. A breakdown and explanation of estimated issuance 
costs can be provided by the Department of Revenue/State Bond Committee.

It’s worth noting that if both bond bills passed, and if all bonds were issued at one time, 
the issuance costs would aggregate to less than $400,000 for all bonds, and the issuance 
costs would be only incrementally more for all bonds than they would be for only one 
issue. However this language is necessary to provide for an instance where only one 
bond issue was approved and an instance where all bonds were not issued at one lime.

Section 5. Provided the bonds are issued as tax-exempt bonds, so long as some bond 
proceeds are unspt it they must be invested, and the investment earnings arc subject to 
rebate of arbitrage earnings to the IRS. This section provides for investment costs and 
the cost of complying with arbitrage requirements provided the funds arc appropriated.

Section 6. Provides for reimbursement of planning costs from bond proceeds once bonds 
are issued.

Section 7. Allows any bond proceeds not needed for project completion to be used to 
redeem bonds. If there are bond proceeds not needed for project completion and all 
bonds have been redeemed, the amount can be used to reimburse the general fund for 
debt sendee paid on the bonds.

Section 8. States the question to be asked of voters in the next general election so far as 
whether the general obligation is approved for these projects in the amount of
S77.100,000.

1
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Section 10. Sections 1 through 7 above become effective when the lieutenant governor 
certifies that constitutional amendments relating to and limiting appropriations from the 
permanent fund under the POM V  and this bond proposition were approved by a majority 
of the qualified voters who voted.

Section 9. Immediate effective date for Section S.

o



Frank H. Murkowski 
G o v e r n o r
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O ffice  or- t h e  Go v e r n o r  
J uneau

J u n e  21, 2004

The Honorable Gene Therriau lt 
President of the Senate  
Alaska State Legislature 
S tate  Capitol, Room 111 
J u n e a u ,  AK 99801-1182

Dear President Therriault:

Under the au thority  of article III, section 18, of the  Alaska C onstitu tion , I 
am  transm itting  a  bill au thorizing  the issuance  of general obligation bonds to 
finance surface transp o rta tio n  capital im provem ent projects.

The projects included in th is bill ad d ress  a  variety of im p o rtan t  surface 
transporta tion  needs across the  state, ranging from congestion relief in 
Anchorage and Fairbanks, to safety im provem ents, b e tte rm en t of driving 
conditions, and  access to critical resource and  industr ia l  projects. Some of 
these upgrades are being included to facilitate tran sfe r  to local ownership .

Investment in transporta tion  pays both short-  a n d  long-term  dividends to 
the s ta te ’s economy. Immediately, it would p u t  A laskans to work in the design 
and  construction of these  surface transporta tion  projects. Long-term, it 
en su res  tha t workers and  commodities can  move efficiently, a n d  enab les  new 
economic activity to occur th a t  in tu rn  c reates new family-.vage jobs. As such ,
I consider this bond package a  s tim u lus  to the s ta te ’s economy, and  p a r t  of the 
budget solution.

One key advantage of th is bill is th a t  it provides an  additional level of 
transporta tion  financing du ring  a period of reduced  federal funding  for 
highways. Since statehood, the flow of federal dollars h a s  typically grown each 
year, b u t  since 2002 this trend  has changed and  we now face two consecutive 
years  of decline in federal funding levels. Supp lem enting  the s t a te ’s capital 
program  with general obligation bond money would en su re  th a t  the  s ta te 's  
infrastructure  would keep pace with growth in traffic and  o ther  u ses .

http://WWW.GOV.STATE.AK.US
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I view this bond package as  an im portan t p lank  in the s ta te ’s long-range 
financial plan. E nsu ring  th a t  we have a  sufficient and  effective surface  
transporta tion  system  is an  im portan t duty  of the legislative and  executive 
branches. The bill also requires th a t  the money in the bond package only be 
available once a  constitu tiona l am endm ent establishing the percen t of m arke t  
value approach to de term ining  am oun ts  available for appropria tion  from the 
Alaska Perm anent F und , and  the bonds, have been approved by the  voters.

I welcome your su p p o r t  of this im portant m easure .

Sincerely yours,

f r a n k  H. Murkowski 
Governor

Enclosure




