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The Dedicated'Fund Options C & D

A significant difficjlty in the development of any long-term financing
scheme such as would be required for any long term development of Alaskan
resources is the uncertainty of the year-by-year political appropriation
process. This applies generally throughout North America, but is of
particular relevance in the context of Alaska given the constitutional
considerations and t'.e relative importance of appropriations for capital
spending in the State.

It is of understandable concern tc,investors in State of Alaska securities
related to long-term developments, that through the political process
these projects could be subject to deferral, limitations of State
contribution, or even cancellation in the course of their development
phase. This may be considered a serious handicap to the long-term
development of Alaska's natural resources.

|
In the light of this, we have bleen asked to consider the dedication of 50%
of the Permanent Fund.income to a Power Development Fund which would be
designed to provide a relatively more secure and certain source of
appropriations for the major long-term development potential for Alaska
represented by hydroelectric power and which could offer most Alaskans
permanent low-cost power as a basic domestic and industrial resource.
This proposal is regarded as representing an important contribution tc
securing long-term appropriations for such major developments in a manner
which would be regarded by investors al offering much greater assurance of
on-going systematic development and hence greater security for borrowing
iii the course of construction.

The scheme, as provisionally formulated, involves the principle of $4,500
to $6,000 per capita being the normal contribution from the fund for a
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hydro development serving a particular area. In the context of Susitna
this would involve a cotal State appropriation from the fund of
approximately S1.4 to $1.8 billion. Its results are shown as Options C
and D in Tables 3 and 4 and in Exhibit £ Its impact on cost of power and
the level of Revenue Bond financing required is seen to be very close to

that of Options A and B.

A further important characteristic of this particular proposal, however,
is that such funding would..provide the Power Authority with a substantial
financial base that would make it capable of raising finance or providing
guarantees where these were important to secure financing under changing
market conditions or secure funding for developments lacking an adequate
independent credit base.

It is recognized that this proposal would involve a constitutional
amendment, but it is precisely the constitutional nature of such a
dedicated fund that would be most effective in terms of development of

Alaska's resources.



5 -STATEMENT BY THE FIRST BOSTON CORPORATION,
JON NUZEEN & COVPANY, AND FIRST SOUTHWEST ™< ANY

The First Boston Corporation and John Nuveen & Company (the Alaska Power
Authority's co-senior managing underwriters) and First Southwest Company
(the Power Authority's financial advisor) have reviewed the financing
dptions described in this memorandum and have made the following
observations regarding the financing of the Susitna Project. Together
tnese investment firms are referred to as the Power Authority's
Investment Advisors. Their opinions stated herein are based primarily
upon the State's projected revenues using the "30th Percentile.". First
Boston Corporation, John Nuveen & Company and First Southwest Company
have concurred in the following statement:

"7* is our opinion that prior to major State expenditures, of State
appropriations definitive contractual commitments by participating*
Railbelt Utilities be in place and that such appropriations should
be funded by the State during the period 1983-1989, a period within
the estimated life of Alaska's oil and gas reserves, so that
appropriations provided during this period will provide the crucial
"equity" to assure the most economical bond financing of the
remainder of the project.

In view of the magnitude of Susitna and the relatively long
construction period, the Power Authority should not commence"
significant borrowing for Susitna before the late 1980's at which
t> 'e major risks have been defined and completion and start-up dates
are known with a high degree of reliability.

in our opinion, in order to maintain the financial integrity for the
State of Alaska, prerequisites for issuance of bonds of any type for
the project are:

(a) Definitive contractual commitments by participating Railbelt
uti lities;

(b) Up-dated economic and financial analysis of the project; and
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(c) Resolution of the question of tax exemption of such
bonds.

With regard to the utilization of State G.O. Bonds, it is our
opinion that the issuance of such bonds will be of limited
importance to financing Susitna because of the substantial
borrowing required for this project. |If-a major-portion-of
such borrowing were met from State G.O. Bor:ds, Alaska's
present, doub le..A..ratings .would be endanger.ed. The following
are some major. limi tatio.ns of State G.O. Bonds;

(1) A crucial feature of Alaska's double A rating is the
Rating Agencies' concurrence with the State's present
debt policy of amortizing G.O. Bonds rapidly (i.e.,
within 10 to 15 years (a period within current
estimates of oil/gas revenues (the principal source
of State revenues) and we believe this policy should
be continued.

(2) Using the State's December, 1982 Department of
Revenue forecasts, we estimate that the State can
issue a .elatively small volume of G.O. Bonds while
maintaining it's double A rating -(see Tables 1 and
2). Based on the "30th percentile™ of the Department
of Revenue projections, the State could ™"safely"”
issue $565 million (nominal dollars, assuming 8%
inflation) G;0."~Bonds during the period fiscal
1983-1990. This amount would rise to $945 million if
the "50th percentile™ revenue projections were
achieved during this period.

A-reduction in the State's rating from double A to
sing'e A could correspondingly lower the rating of
Alaska Power Authority's own revenue bonds backed by
a Capital Reserve Fund with a moral obligation to a
rating as low as Baa by Moody's and 8BB by Standard &
Poors. Such a rating would substantially raise the
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Authority's borrowing cost and could impair the
viability of the project. The volume of debt
contemplated under all scenarios would be extreme';
difficult to market if rated less than "A"

The--Power-- Authority, rather than utilizing State G.O.
Bonds~f shou id utTITze to thi*TUllesfextent
bossiblev—revenue bonds secured by the income derived
from..partici pating Railbelt Utilities pursuant to
long-term.:power%sales contracts-. Additional security
for the bonds would be provided by the Capital
Reserve Fund provided in the Alaska Power Authority
Act whereby to the extent that revenues from Susitna
were insufficient to service the bondsg the
Legislature may, but is not legally obligated to,
appropriate~monies to make up such deficiency in the
Capital Reserve Fund. Alaska Power Authority's
credit perception will be enhanced by a simple and
straightforward debt structure comprised solely of
revenue bonds backed by the State's "moral
obligation™ pledge.

Any dedicated stream of State appropriations covering
the entire construction and start-up period will
enhance confidence of investors, participating
utilities, and the rating agencies in the completion
of the project. Such an appropriation would,
however, require a'constitutional amendment.

In conclusion, as Investment Advisors to the
Authority, we strongly prefer the financing plan
developed as Option B and D which requires greater
appropriations prior to issuance of Revenue Bonds
because the credit status of the State is least
affected and the credit quality of the Authority's
bonds is enhanced, maintaining project feasibility.
Should oil revenue and projections, however,
dramaticalfy improve we would be in a position to
more favorably consider alternate financial options.”
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6 - CONCLUSIONS

Our conclusions relate primarily to Options A and B since the dedicated
fund proposals C and 0 can be seen in the present context as primarily a
legislative route to these options.

It may be appropriate in conclusion first to state our own assessment of
the decision issues involved at this stage. First, the decision issue is
not an irrevocable commitment to proceed with Watana. As already noted,
the FERC license will not be available for another two years and no major
expenditures could be undertaken until 1985.

It would therefore appear that the essential issue is that of maintaining
and planning for the Watana option. The only grounds for not maintaining
this option with its very substantial long-term economic advantages, would
be that we had concluded that no viable and politically acceptable
financing scenario was possible.

Given the very wide range of uncertainties for future State revenues, and
hence the levels of State appropriations which might be available at the
first point of major commitment in late 1985, such an adverse conclusion
certainly cannot be substantiated at this time on the basis of the
preceding analysis. If, for example, State revenues were as high or
higher than the 50th percentile, the State capital fund available for
Watana would be substantially increased and the $1.4 billion appropriation
(Option A) would represent 38% of the uncommitted capital funds over the
period 1984-1989. Moreover, the circumstances which would bring about
such an increase in State funds--mainly a recovery in world oil
prices—would confirn the economic desirability of advancing with Watana
and obviating dependence on fuels with prices related to that of oil.

We must also note again that the levels of spending in individual years
used in the analysis was constructed on normal engineering criteria
without reference to phasing the engineering expenditures to conform
(without significant additional cost) to year-to-year budget constraints.



Subject to political decisions and priorities, therefore, our assessment
is that all the financing options proposed in this memorandum are viable.
In consequence, we recommend that over the two-year decision period; to
1984, the remaining preconditions of financing viability, both political
and contractual (in terms of power contracts and tax exempt bond-
financing). are resolved-. A reconsideration of the financing options might
then be undertaken in 1984 when, as aleady noted,, some of the major
economic uncertainties affecting the economics of generation options and
the revenues of the State of Alaska are also likely to be resolved. It
should also be possible within this time frame to review the time profile
of potential cash demands for construction and bring them more closely
into conformity with available appropriations.

If this conclusion were adopted, it might also be considered appropriate,
in order to avoid undue "bunching™ of demands for Susitna financing, to
establish a level of funding for the project of the order of perhaps:$100.3
million in.FY 1984\ This, in our view, would be seen as a positive step
which should appreciably assist in the negotiations of power contracts
since it would indicate the State's conditional intent to proceed with the
project. This would give such' negotiations the credibility essential to a

successful outcome.



ALASKA POMR AUTHORITY
CAPITAL FUNDS AVAILABLE rCR SUSITNA
30th PERCENTILE H%j JECTION

APA
Total Estimated Commi tted Capital Planned
General Fund  Capital Maximum Total Capital Budget Uncommitted Susitna
Fiscal ~ Unrestricted  Spending G.O. Bond Available  Grants and Remaining  Excluding Capital Expenditures
Year Revenues (1)  Limits Issues (2) Capital Loans (8%) Capital Susi tna Funds (nom. $) (3)
1984 2908.2 969 0 969 475 494 174.2 320 0
1985 2939.9 980 0 980 513 467 244.5 222 183
1986 3472.9 1158 300 1458 554 904 282.3 622 405
1987 3870.4 1290 90 1380 598 782 125.8 656 437
1988 3917.0 1306 125 1431 646 785 0 785 442
1989 4293.8 1431 0 1431 698 733 0 733 639
1990 3679.9 1227 50 1277 74 523 0 523 1121
1991 3295.9 1099 140 1239 814 425 0 425 1270
1992 3186.4 1062 0 1062 879 183 0 183 862'
1993 2919.4 973 110 1083 950 133 0 133 584
1994 2779.0 926 0 926 1025 0 0 0 0
oD W a

(1) 30th percentile projection of Department of Revenue net of Debt Service on the State

12) Maximum General Obligation Debt that can be issued (10 year, equal annual principal amortization
at 7.5%) and keen total G.O. Bend Debt Service below. 5% of General Fund Unrestricted Revenues.

Source: Acres American Incorporated (Converted to June 30 Fiscal Year).

TABLE 1



ALASKA POARR AUTHORITY
CAPITAL FUNDS AVAILABLE FCR SUSITNA
50th PEKCENTILE PROJECTION

APA

Totfcl Estimated Conmitted i
| General Fund Capital  Maximm  Total Capital Buger  Uncommitted armmen
Fiscal ~ Unrestricted  gSpend{ng G.O. Bond Available Grants and Remaiining Excluding  cCapital Expenditures
Year Revenues (1)  Limits Issues (2) Capital Loans (8%) Capital Susitna Funds (nom. S) (3)
1984 3369 1123 0 1123 475 648
1985 3492 1164 350 1514 513 1001 %4712 g 471&73;1 12;3
1986 4116 1372 190 1562 554 1008 282.3 726 405
1987 4553 1518 95 1613 598 1015 125.8 889 437
1988 4645 1548 235 1783 646 1137 0 1137 442
1989 5103 1701 50 1751 698 1053 0 1053 639
1990 4848 1616 25 1641 4 8137 0 887 1121
1991 4345 1448 160 1608 814 794 0 794 1270
1992 4221 1407 35 1442 879 563 0 563 862
1993 4017 1339 170 1509 950 559 0 559 584
1994 3957 1319 0 1319 1025 294 0 294 0

(1) 50th percentile projection of Depar ment of Revenue net ofDebt Service on the State G.O. Debt.

(2) Maximum General Obligation Debt that can be issued (10 year, equal annual principal amortization
at 7.5%) and keep total G.O. Bond Debt Service below 5% of General Fund Unrestricted Revenues.

(3) Source: Acres American Incorporated (Converted to June 30Fiscal Year).

TABLE 2



SUSITNA-SUHMARY OF FINANCING RFPUIRF.HFH1 S
-------------------- REFtL 1982 DOLLARS----mmmmmemmmmmme

STA\ .. riOPI ATION TAKEN AS NEEDED DEDICATED STATE APPROPIATIPN
n won o L *
--------- *1.4 ON-" | 3 O ... X R R Y p— e ® QDN
(REAL) (REAL) (REAL) (REAL)
STATE STATE STATE STATE
DEBT APPROP, DEBT APPROP. DEBT APPROP. DEBT APPROP
th *h *M »M »H *H *H »H
1903 - - - 160 160
1904 01 - 01 222 - 222
1903 223 - 225 276 276
1906 - 336 - 336 - 310 310
1907 o317 - 317 - 343 345
1900 - 306 - 306 - 79 b 370
1909 407 94 9 535 337 - 101
1990 004 - 047 - 078 - 770 -
1991 757 - 710 - 750 - 710 «
1992 505 - 466 - 490 457 -
1vo3 146 - 146 - 146 - 146
TOTAL 2701 1400 2106 1000 2609 1400 2003 1000
Maaa -\ - - mamr l[Laaa aaaa aa ma aero

COST OF ENERGY TO I1EFT 1.11 DF.DT SERVICE COVER AND PERCENT IN EXCESS OF DEST THERMAL

HILLS MILLS MILLS HILLS

1993 74 46 2 61 17 7 72 1 2 50 14 2
1994 77 25 7. 64 3 2 75 22 2 62 -
1995 73 21 X 61 12 70 17 2 50 -
1996 72 - 57 69 - 55 -
1990 60 - 54 65 - 51 -
1999 63 - 51 61 - 48 -
2000 60 - 40 57 - 46 -

TABLE 3 — SUSITNA:  SUMMARY OF FINANCING “

REQUIREMENTS IN REAL TERVS



SUSITMA-fUHMARY OF FINANCING RERIHREHENTS
NOM ITHAL DOLLARS ——————————mmmm

STATE APPROPI AT IOH TAKEH AS HEEDED DEDICATED STATE APFROPIAT 10H
-——-41.4 DH---—-- 41,0 Pll-——-- —11.4 PN-——- 41 P PN-——-
(REAL) (REAL) (REAL) (REAL)
STATE STATE STATE STATE
DEPT AF'F'ROP o DEPT APPROP. DEPT APPROP. DEPT APPROP.
44 4M 4K 4H 44 44 4H 4H
19C3 - - - - - ' 175 - 175
1904 - 100 - 100 - 257 - 257
1905 - 276 - 276 - 330 - 338
1906 - 436 - 436 - 413 : 413
1937 - 437 - 437 - 475 - 475
1908 - 447 - 447 - 115 - 552
1909 633 200 13 020 522 - 157
1990 1465 - 1403 - MS* - 1275 -
1991 1341 - 1274 - 132? - 1259
1992 950 - 003 - _ 818
1993 296 - 296 - 27% - 296
TOTAL 4693 1904 3069 2524 *546 1773 3690 2347
Unmom nmonr a**a sacs nm tin t.nn aasx
PERCENTAGE_OF UNCOtI/IITTEO
STATE CAPITAL FUNDS 30 to 57 2 5 to 75 2
COST OF ENERGY TO HEET 1.1 DEPT SERVICE COVER AND PERCENT IN EXCESS OF PEST THFRHAL
HILLS HILLS HILLS HILLS
1993 150 16 - 123 17 - 145 417 110 14 Z
1V94 160 25 7 140 51 163 22 1 134 :
1995 169 21 141 11 164 ' 17 Z 135
1996 179 - 143 - 172 - 137
WO 100 - 144 - 173 - 137
1999 101 - 145 - 17? - 139
2000 102 - 147 - 176 - 140

HOTE: PERCEITAGE OF UNCOMMITTED FUNDS CALCULATED FROH 30 AND 50 PERCENTILE PROJECTIONS

TABLE A — SUSITNA®  SUMMARY OF FINANCING
REQUIREMENTS IN NOMINAL TERMS
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COST SAVINGS FROM SUSITNA INCREASING
OVER WHOLE LIFE OF PROJECT

TOTAL STATE TOTAL PERCENTAGE
FINANCING APPROPRIATION  CF AVAILABLE STATE

OPTION (1984 - 1989)* 'FUNDS (1984-1989)*
A $ 1.4 bn 38 to 57 %
8 $ 1.8 bn 5 to 75 £
C $ 14 bn Dedicated
D $ 1.8 bn Dedicated

* 1982 dollars

2000 01 02 03 04 05 06 07 00 09. 2010 11 12

EXHIBIT E
ENERGY GOST COMPARISON
WTH VARIOUS. FINANCING OPTIONS
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Df TAILOHS D11 UATAMA (OH LIHE 19931- STATE FUNDS TO 1989 (11.4 BN>-

73
521

444
320

348
445
143
248

549

320
4438

240
393

141
249

444 CASH

223
371

310
445

441
442
353
334

342
343
319

INCOME
EEggHﬁ%ERATINO COSTS

OPERATING INCOME
ADD INTEREST EARNED ON FUNDS
LESS INTEREST ON SHORT TERM DEBT

LESS INTEREST ON LONO TERM DEBT
NET EARNINOS FROM OPERS

----------- CASH SOURCE AND USE---
CASH INCOME FROM OPERS
STATE _CONTRIBUTION

LONO TERM DEBT DRAUDOUNS
UORCAP DEBT DRAUDOUNS

TOTAL SOURCES OF FUNDS

LESS
LESS

CAPITAL EXPENDITURE
UORCAP AND FUNDS

LESS DEBT REPAYMENTS
LESS PAYMENT TO STATE

CASH SURPLUSEDEFICIT

SHORT TERM DEBT
ECOVERED

ER
BALANCE
RESERVE AND

OTHER UORK

CAPITAL EMPLOYED

STATE CONTRIBUTION

RETAINED EARNINOS
DEBT OQUTSTAND INO-SHORT TERM
DEBT QUTSTANDIHO-LONO TERM

ANNUAL DEBT DRIUUDOUH <1982
CUM. DEBT D°A(UDOUH 11902
DEBT SERVICE 'COUER

1985

1984

To
=0

o~
bt
= OO0 O OOCO

- OOo0T0O O oo

~ @~
W w

OO 0O~
oo ocoo

ttia.iiiaiiiiu

BU.O
811.0

co ocooo
coo ocooc«

IHFI .

1987 * 19B8 1909

CASH FI.OU SUMMARY
((MILLION) fmmm
* 0 68

0. 0.00 0.
137.78  144.05  134.81
000 0700 "0, 00
0.0 00 s
0.0 00 .0
0.0 %% 0.
0.0 0.0 0.0
0.0 0.0 0.0
00 440'0 70[9'9
437, : )
b 0o 194
0.0 0.0 00
137.2  447.4  B4O.B
"By Uy b
0.0 0.0 0.0
0.0 0.0 0.0
0.0 0.0 0.0
124000 14V43 23371
12489 14943 2737t
12489 14943 1V04.T,
0.0 0.0 0t
00 00 0.0
0.0 00 432.4
0.0 0.0 408.4
0.0 00 40(1.4
0.06 0.00 0.00

o

1990

008

143.45
0700

cooco

4002
40020

4.4.4144114

ATJOH 4Z .71-INTEREST 10X-CAPCDST 13.447

BH N-JAH-83

1991 1992 1993 1994
Cam vt 3387 — -*¥3307~

0.08 0.08 30.93 41.40
177.24  1B9.45  202.92  217.13
-------- 0700" 0700  10J734  1)j«76
— 0TO" '~0.0" —330.0 1 43370
0.0 0.0 23.1 27.3

' <T7<r 7 327 "423.1
. 0.0 9)6 gé 33
0.0 .00 ) 20.4

00 * "070— 43977 44973

0.0 00 -114.7 -39.0

8(3 0.0 114_.|7 -39.0

O T J— 0.0" 1

1344 /6 957.8 4111 162%

0. 00 91.4 15.5
1341.4 957.8 387.8 58.5
1341, 93 "294v4~ " 9577
0d 6& TR

0.0 0.0 17.3

6.0 0'.o 070 ' " 0.0

0.0 0.0 0.0 0.0

01T o N o {0 B ¢

0.0 0.0 52.4 57. 4

0.0 0.0 38.0 494

0.0 (N J— 070 e
5343.5 4301.3  4397.7 44234
T4002.0 53435 4301.3 . 47.0V."1 "47303
1904.5  1904.3  1904.5/ 1904.5
.......... §77  wmgrer "TQN 4 -17378
0.0 0.0 91.4 104.8
3439.0  4394.8  4807.9  4892.7
734.9 503.0 202.4 47.0
2049 B 25349  2737.5  2004.3

— 0 tts' 000" s 0774 0784

Option A — $1.4 Billion Drawn From Uncomnitted State
Funds Available For Capital Construction

Page 1 of 2



ttettttitttittttttttosoiitttttttttttrrttttitiittttirtttttr, (ttttrtltttltf I tTEH i OfFfttY TTHCIFFITIERIEEI 5 rtt fettiTTTittt t
DATALOHS+DI 1 UATAHA (OH LINE 1?73>- STATE FUNDS TO 1987 (I1.A PN)- INFLATION 6Xr7X-LHTEREST 10X-CAPCOST 13.447 PH  g-JAH-83

1995 1994 1997 1998 1999 2000 2001 2002 2003 TOTAL

CASH FI.OH SUMMARY
#o(@ MILLTON)+*» o ¥

73 ENERGY 03H 3387 3387 33B7 3387 3387 3387 33BT* *3387" 3387 *37257 -
521 REAL PRICE-MILLS 40.24 71.94 47,54 43.34 59.44 55.81 57.4%5 49.34 44.51 0.00
444 INFLATION INDEX 232.33 248.5V  245.97 284,41 304.53 32585 348.44 3713.07 399.18 0,00
520 PRICE-MILLS '139.9'4  “1707B4*  179Y7I JBO7T7B" "“181702" *11(1787--IK2707 TB1715 185744~

INCOIIE-
514 REVEHUE' 4>4"0 ' 40377 408.4 P R B R 41973"  12377*  *528771* 17027V
170 LESS OPERATING COSTS 29.8 32.4 35.4 30.0 42.3 44.2 50.4 55.1 40.1 443 .3
517 DPEft'ATI'HO iHfcdii'f' [44i2' 57371 ' 573.°1 'HTL78* '37%7{* “*¥55977" —54879" 34U. 4 51877 w5973
214 ADD INTEREST EARNED ON FUNDS 5.7 4.3 4.8 7.5 . 10.4 11.4 80.5
550 LESS INTEREST ON SNORT TERM ['EPT 32.4 42.8 43.2 42 .4 41.9 41.7 42.4 390. 1
391'LESS" IHTL'REST ON LONO TERM DEPT 447.4 445.7 443.4 44173"  “458.7" 44V.3 '443.8 Sujv.i
548 NET EARHIHOS FROM OPERS 50.1 70.9 73.1 75.4 70.2 81.2 B4.5 88.0 92.0 419.7

CASH SOURCE AMP USE--—
444 STATE COHKTRIPUTICN ’ 0.0 0.0 0.0 “ 070 (170 70 e (770 = 0.0 TI.0 - 1Vo4.5
320 LESS CAPITAL EXPENDITURE 27.3 2 4 31,5 337 3471 s 4173 4178 —— 1773 293370
141 CASH SURPLUS(PEFICIT) 0.0 19 .3 17.3 15 12.0 10.2 7.4 4.7 1.4 80 .4
BE G e o o o ;o ‘o ‘o o ce e W

PALAHCE SHEE T corewrreerrrrr
225 RESERVE AND COHT. FUMP 42.7 44 4 4.7 81.5 80.9 97. 1 105.9 115, 124.2 124.2
371 OTHER UMRKINO CAPITAL .9 70 9 75.0 79.4 82.2 03.9 08.4 93, 90.0 90.0
454 CASH SURPLUS RETAIMED 0.0 19.3 34.4 51.7 44.5 4.7 02.3 07. " 00.'4" SOl
370 CUM. CAPITAL EXPENDITURE 4431.0 4480.4 4711.9 47454 4781 .7 4820.3 4061.6 4905.7 6953.0 4953.0
445 CAPITAL EMPLOYED 47455 4(130.9 6(198.2  4950.7 7017.2 7076.0 7130.3 7201.6 7245.0 7245.8
441 STATE COHTRIPUT | ON 1904.5 1904.5 1V04.5 1904.5 1904.5 1904.5 1904.5 1904.5 1904.5 1904.5
442 RETAINED EARN INOS -223.0 -157.9 -79.0 -4.2 4.0 155.2 239.7 " 327.7  "419.7' ' 4177
555 DEBT OQUTSTANDING-SHORT TERM 114.4 139.2 149.7 160.9 171.1 181.0 194.5 200.9 2242 224.2
354 DEPT OQUTSTAHPIHO-LONO TERM 4970.2 4940.1 4923.0 4097.0 4067.6 4035.2 4799.4 4760.5 47174 47174
542 ANNUAL DEPT PRAUUPOUN 11902 414 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 7046.0
543 CUMe  DEPT PRAUUPOUN 11902 2044.0 2044.0 20440 2846.0 7044.0 2044.0 2046.0 2046.0 2046.0 2046.0
519 DFfIT SERVICE COVER 0.04 1.10 1.10 1.10 1.10 1.10 1.10 1.10 "T.lo *e0.00°

Option A — Page 2 of 2
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316
170

517
214

391
348

348 CASH

446
143
240
349
320
448
260
393
141

444

223

370

ENEROY GUH
REAL PRICE-MILLS
iHFLATI'fiN * 'HDE'X
PRICE-MILLS

NCOM
REVEHUE

LESSOPERATIHO COSTS

OPERATING INCOHE
ADO.

het 1ArhihoS runii opers

----CASH SCURCE AND USE----
SH'IHCOME FRdM OFERS'™
STATE COHTRIBUTION

LONO TERM DEBT DRAWDOWNS
UUKCAr DtPI DRAWDOWNS

TOTAL SOURCES OF FUNDS

LESS CAPITAL EXPENDITURE
LESS UORCAP AND FUNDS

LE%S "DEBT" REPAYMENTS
LESS AAYMEHT TO STATE

CASH SURPLUSE(DEFICIT)
SHORT TERM DEPT
CASH RCCOVERED

----------- T e—
RESERVE AND COMT. FUND

OTHER VORKINO CAPITAL
CASH SURPLUS RETAINED

CUMs CAPITAL EXPENDITURE
CAPITAL EMPLOYED

STATE CONTRIBUTION
RETAINED EARNINGS

DEBT OUTS TAMDI NO-SHORT TERM
DEPT OUTSTAND 1HG-LONO TERM

ANNUAL DEPT DRAWUDOUN *1902

CUM, DEPT_ PRAUUPOUN *1902
DEPT SERVICE COVER

INTEREST EARNED ON FUNDS
LESS Th'TER'EST 'btf SMORt TERM DEBT
LESS INTEREST OH LONO TERM DEBT

1903 19U 1987 ' 1908 1989 1990 [ 1992¢ 1973 1994 ¢
CASH FLOW SUMMARY
- mmmC*HILL | OH)e'«como-mrmeee
0 0 0 0 0 0 0 0 3387 33e7

0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 30.93 61.60

i2"57J5 ' 159'.°9& " 117".78  "tTJ',05 "UISTTflr" 165.63 1/7.24 IHr.63 '"Torr92 217773—
0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 103.34 133.76
0.0 0.0 0.0 0.0 oo 0.0 0.0 0.0 330.0 433.0
0.0 0.0 0.0 0.0 . o= 0.0 0.0 0.0 25.1 27.3
0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 324.9 423.7
DB T B A VAN = SO SN B NP 1 SNt S

) "0.' -y m -0 <r ) ) o 00 ' .
0.0 0.0 0.0 %.9 0.0 0.0 0.0 0.0 337.3 306 .9
0.0 070 0.ff 0.0 0.0 070" -0"10 " '00: w3l 6
0.0 =*0-;0" 0.0 "0'.0 0.0 of‘i'f[ 070"

3713.7 436.1 437.2 4474 827.4 0.0 v 0.t 0.0 0.0 0.0
0.0 0.0 0.0 0.0 13.3 1402.9 1273.5 882.9 3211.7 8.3
0.0 0.0 0i0 0.0 0.0 9.0 0.'0 0.0 9174 "o 1313

373.7 436.1 437.2 447.4 840.8 1402.9 1273.3 002.9 307,0 33.4

373.7 436.1 437.2 4474 040.8 1407.9 1273.3 002.9 2944 25.7
R T R L T I I R T A
0.0 0.0 0.0 0.0 0.0 88 5)(? 0.0 0.0 0.0
0.0 "0 0.0 0.0 0.0 0.0 0.0 - 0.0 T 0.0
0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 52.6 57.4
0.0 0.0 0.0 0.0 0.0 0'io 0.0 0.0 311.0 *49.4
0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 5 .0 0.0

373.7 011,8  1240.9 [6V6.3 2337.1  .3940.0 3713.5 6096.4 6192.0 6410.S

aaaaaraa o tunn = fIN*A28AF c..aciics moiatimi aaanam aadaaaaa aaaaaaaa .li.aii*. @e.ra
13.1 mi.8 1240.9 1696.3 2337.1  .1940,0 5213.3 6096.4 6464.1 6325.3
IJnlerll wisiviie crauiaa liU... u.fia.ai aaaaaalia w mu nmi aavMonn a3aaaaaa aaaaaaia

373.7 nit. b 1240.9 1496.3 2323.0  2323.n  VS53.fi"  2523.'0  2523.0 2323.0
0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 -37.3 -0.7
0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 91..4 106.0
0.0 0.0 0.0 0.0 13.3 1416.3 2689.7 ' 3572.6'"'3901.3-''309574" "
00 00 0.0 0.0 0.6 8469 710.3 4633 162.0 30
0.0 o .o 0.0 0.0 0.6 033.3 17.74.0 2039,3 "720175 "220374 -
000 000 0.00 0.00 0.00 0.00 0.00 0.00 y 104
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Funds Available For Capital Construction
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P11 | 0031 TATE., F 10, .19 [].0 SHI- |HFLATION TX-INTEREST_ IOX-CAPCOSL _13.447'BN 8-JAH-B3
Pt Lt O Te et (R Y Ee Pt T bt CE P (Rt Ef e ] e i e et et Rt T inen i e i o e A

1778 1994 1997 1998 1999 2000 2001" 12002 2003 fO1AL
?g FIL.PH, é EART

73 ENEROT OUN 3387 3387 33P7 3387 34T 3387 3387 3387 3387 37237
32 REAL PRir.E-HILLS 40.24 37.33  34.00 30.74 47.74 44,98 42.39 40.03 37.83 0.00
4*44 INFLATION INDEX * 232.3 3778.59"245.99'2B4~4] 304,33 “325.87  TT5IT? 37370 399711 3700"
320 PRCE-HILLS 139.94 142,51 113.43 144,44 143,43 14433 147.81 14934  131.08 0.00

-faconE---r ——

314 REVENUE 474.0 482.4 184.4 489.3 492.4 494.3 300.4 303.8 311.7 3242.3

*7JL LESS- OPERATINO COSTS 29.B 32, 35. 4 3(1.8 42.3 442 50.4 55. 1 40.1 443
317 OPERATIHG INCONE 4442 450.1 130.9 450.5  450.2 4301 430.1 4507 431.4 47990
214 ADD INTEREST EARNED ON runps 3.7 4.3 4.8 1.3 8.1 0.9 9.7 10.4 11.4 80.3
350* LESS" IHTERKSt 0)4 SI'iCHT TEJTh f'EBT  m'T47> |4 f IT73 T 14,9 " 1773 1173 1977 2T7) 17070
391 LESS INTEREST OH LONO TERN DEBT 383.3 383, 382.27"  3R0.3 378.2 1739 373.4 370.4 347.3 41413
34 8" hET TA«<'fNTis“T M fr BFIrtS " 4777 §717? 3773 [TT2 1373 4172 TB73 7175 TTTT e 30977

CASH SOURCE AND USE-

340 CASH FhCOHE FROM QPERS* ' 49.7 ''37.4 3973 " 4175 1373 7571 HTTT TH | 71T 3197T
444 STATE CONTRIBUTION 0.0 0.0 0.0 0.0 0.0 « 0.0 0.0 2323.8
143 LONO TERIl DEBT DRAUDOUNS W 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 3909.7
248 VORCAP PEBV'DRAUITOUH's" ' " "= Shii™" "fo.3' ' H'.Y 1013 979 T375 3 p— YR 27477
349  TOTAL SOURCES ot FUNPS 37. 4 82.2 49.8 72.4 73.37 75.4 81.7 83.4 89.4  7227.0
320 LESS CAPITAL EXPENDITURE 27.3 29.4 31.3 33.7 34.1 30.4 41.3 44.2 47.3 47400

448 LESS UORCAP AND 1"HDS 7.1 24 .4 10.5 11.2 10.2 9.9 13.3 4.4 13, 224
240 LESS DF.Bf REPATIIt S Co13.7 17.4 19.2 21.1 '23.2 233 ' "2 0 EY 4 p— Y] pp— 22972"

393 LESS PATHENT TO ST* IE 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0,0
141 CASH_SURPLUS(DEFICIT) 4.3 10.7 0.4 ! 4.1 1.5 e =171 -40 i  p— 2573"
249 SHORT TERH DEBT 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
+ CASH RECOVERED 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
............... BALANCE  SHEET o

223 FESERVE AND CONT. FUHP 42.7 48.4 74.7 81.5 00.9 97.1 103.9 Us.4 174.2 124.2
371 CTHER UORKINO CAPITAL 31 .9 70.0 75.0 79.4 82.2 03:9 " fl0.4 «®13 I E— 9070
454 CASH SURPLUS RETAINED 4.3 17.2 25.0 32.2 34.3 37.8 34.7 32.4 23.3 23.3
370 CUH CAPITAL EXPENDITURE 44440  4475.4 43049 *540,%  4117*7 4*13”3_ 4¥54.%  4700.0  4740.0 %ﬂ)

a .i..'.. . « naiiiirmm aaaaaaaa aaaaaaaa aa

445 (APITAI. ENPLOTEP 4347.0  *431.8  *482.4  4733.8  *784.1  *834.1  4007.8  4942.3 . 4997.8 .
.......... « a.na.al r I<l.tiaaaaa i. r, iit..r aaaaar aa aaaraaaa aaaaaaaa
441 STATE CONTRIBUTION 2523 P 2523.A  23U'3.8  2523.8  2523.0 ''2323.8 ""2323.0 2523 0 — 232T7D‘-"“2823 IT
442 RETAINED EARNINOS 490 104.4 1A3.9 277.1 790.4 33% 1 4743 4933 9.4 5%9.4
353 DEBT OUT STAND INO-SHORT TERM 114.4 139.2 1477 140.9 1711 181.0 194.3 208.9 2 2242
354 |EBT OUTSTANtIINO-LONO TERH 3879.7  3842.2  384:4.1  3022.0  3>9%h.'o  377S.y "3713.2 3711.4 ”34807‘!' J4BOTT'
342 ANNUAL DEBT DRAUUPOUN 11902 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 2203.4
543 CUH.  DEBT PLrtUUPOUN 11982 2203.4  2203.4  2203.4  2205.4 22054 22054  2703.4  2'20%t.4 "' 2203.4' "226577
519 PCBT SERVICE COVER 1.00 1.10 1.10 1.10 1.10 1.10 1.10 1.10 1. 10 0.00

Option B - Page 2 of 2



DAT Al OH5 =f*1 UATAHA (ON

73
521

444
520

514
170

317
214
350
391

348

3 iy
444
143
240

320
448
240
395

141
249
444

225
371
434
370

441
442
353
351

342
343
3(9

ENERGY GUH
REAL PRICE-HILLS

Inflation index
PRICE-MILLS

3
REVENUE
LESS OPERATING COSTS

OPERATING INCOME

ADD INTEREST EARNED OH FUNDS
Less interest oh short~ term
LESS INTEREST OH LONO TERM DEBT

NFT'EARHTMGS"FRfIH OPERS

—————— CASH SOURCE AND USE -----m-
INCBME ERSM BRERY
STATE CONTRIBUTION
LONO TERM DEBT DRAUDOUNS
UORCAP DEBT DRAUDOUNS

TOTAL SOURCES OF FUNDS
LESS
LESS

LESS
LESS

CAPITAL EXPENDITURE
UORCAP AHD FUNDS

DEB( REPAYMENTS
PAYMENT TO STATE

CASK SURPLUSIDEFICIT!
SHORT TERM DEBT

CASH RECOVERED

77777777 BALANCE SHEET -mmmmommmmmmememee
RESERVE AND COHT. FUND

OTHER UORKIHG CAPITAL

CASH SURPLUS RETAINED

cun. CAPITAL EXPEND!1URC

CAPITAL EMPLOYED

STATE CONTRIBUTION

RETAINED EARNINGS

DEBT OU.'STANDING-SHORT TERM
DEBT OUT)'TANG IHO-LONG TERM

119B7
11902

ANNUAL
CUM.
DEBT SERVICE

DEBT DRAUUDUUH
DEBT DRAUUDOVN
COVER

198

5

0.00

122
0.

004.

0
0

42
00

o

oo o o

oo o w

.0
.0

434.4

373
aaaaaa
029
aaaaaa

004
23

0

3
aa

9
aa

8

1
0
0

1984 1907
a

0 0

0.00 0.00
F29.9B 137. 70
0.00 0.00
0.0

0.0

0.0 0.0
0.0 0.0
0.0 0.0
0.0 0.0
0.'0 0.0
0.0 0.0
413.3 475.3
0.0 0.0
0.0 0.0
413.3 473.3
390.3 309.3
0.0 0.0
0.0 0.0
0.0 0.0
22.0 04.1
0 0.0

0 0.0

0.0 0.0
0,0 0.0
479.4 545.5
743.0 1133.0
atiianriia ii-rtaaaa
1243.2 1718.3
aanaaaita rraaaaa*
1220.1 1495 .4
23.1 23.1
0.0 0.0
0.0 0.0

0 0.0

.0 0.0
0.00 0.00

LINE 19931-11.4 PH STATE FUNDS (PER 30XSLHED1-

1900

CASH FLOU

0
0.00
144.05
0.00

o
o

oo o o
oo o o

113.

o
o o »~o

1s .

~

390.

o
oo o ©

0.0
0.0
290.0
1343.9
aaaaaaaa

IP33.9
aaaaaala

19D 9

SUMMARY
"»(IHILI.JON1*» «»

0
0.00

154.8)
0.00

o o

oo o o
oo o o

w
N

°© r oo

o o oo

521.

o

Bit

0.0

0.0

0.0
2335.7
aanaiaiin*
2353.7
r. ti. miita
1010.8
23.1

0.0

121 .0

337.0

337.0
0.00

* 1990

0.0

IHFI.ALION 4Xi7X-INTEREST

0

IA5'.73

0.0

~~or

1453.

1433.

oo o o

o ® o g

0

o

0

1433.1)

0

0.
0.

3NO09

3009.

1010.
23.
0
t975.

077.
12)4
0.0

Option C .

1
.0
3

oo o

.4
11* 1*1 VH.II

4

aaaaaaaa

0

"1991 1997~ 1993
0 0 3387

0.00 0.00 30,93
177.271" 189.43 7027'V?
0.00 0.00 103.34

m «. R

0.0 0.0 350.0
0.0 0.0 23. 1
0.0 0.0 124.9

0 0.0 0.0
070 070" ——emmeeme 070"
0.0 0.0 24.9
u.o U.0"m -iou;o
070" 070“+-10070—
0.6 0.0 0.0
1329.4 944 .4 394.4
070 070 91T4™
1329.4 944 .4 387 .8
1329.4 944 .4 294 .4
0.0 0.0 91. 4
0.0 0.0 070"
0.0 0.0 0.0
0.0 0.0 070
0.0 0.0 0
0.0 0.0 .0
0.0 0.0 52.4
0.0 0.0 38.8
0.0 0.0 0.0
5138.8 4083.2 4379.4
t.iaaaaaa aaaaaaaa aaaaaaaa
5138.0 4083.2 44/1 .0
anaarraa aaaaaaaa aaaaaaaa
1010.0 IR1O .d 1010.8
23.1 23.1 -74.9
0.0 0.0 91.4
3304.9 4249.3 4443.7
730.0 498.0 195.3
1944.7 2442 .4 2450.0
0.00 0.00 0.74

10X-CArCOST 0.4*47 0-JAN-83

1994

3387
41 .40

21777
133.74

453.0
27.3

425.7

3.3
> 1971
434 .4

23.

13
‘11

o ®w ~

37.4

49 .4

0.0
4405.3
i,aaaaaa*
4512.1
aaaaaaaa
1010.0
-i19,7
104.0
4714.2

39.3
2497.2
0.07

$1.4 Billion Dedicated From
Permanent Fund
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See. -14.83.181. Feasibility study nr.d finnncc pIan,éa),UnIess
the reconnaissance study has beer disapproved b¥ the division of
budget anti management under AS 44.83.179, the authority shall com-
plcic a feasibility study and plan of finance for each proposed project.

b) A feasibility study shall include -

1) information about the proposed project, including but not limited
lo estimates of total project construction costs, total project operating
costs, th  costs of transmission systems and reserve power require-
ments, B> !'liming and amount of anticipated returns from the com-
pleted project, a hencfil-to-cosl ratio, the potential effect of the project
on ;hc environment of the area which will be served by the project
\f/yhen completed, and the availability of alternative “government
innm.ing; _ . . _

(2) n_statement of nil assumptions which alTcct the economic
feasibility of the project, including but not limited to the discount rate
and interest rate of amounts of moneY lo be used for the project, antici-
pated fuel prices, nn escalation rate, slate and. local electric load
growth, and estimates of indirect costs and benefits;

(3) a comParatlve analysis of all reasonable alternatives to con-
struction of the proposed project; and _ _

(4) information based on engineering and design work which meets
the requirements for submission of a license application for the project
to the Federal Energy Regulatory Commission. _

(cl The plan of finance shall Indudo recommendations of the most
npprnprinic means to finnncc a project, including, but not limited to,

tl) the issuance of revenue bonds of the authority;
2) the issuance of 3 (e
A) general obligation bonds of the stale; or

0) — revenue bonds ofthe authority which are guaranteed or pnrtinlly

guaranteed by the ninic;
EB) nn appropriation from thegeneral fund
A) lo pny del service on bonds or Tor other project purposes; -r
(15! lo reduce the amount of debt fnnncing for the project;

4) a loan from the general fund: o _

5) financing arrangements with other entities using leveraged
leases or other financing methods; o o

(6?; assistance from any federal agency, including, but not limited to,
the Rural Electrification’ Administration;

(7) nloan from the power project fund (AS 44.83.170(a)), or from the
renewable resources Investment fund (AS 37.11.050); or™

, @) any combination of financing arrangements listed in this subsec-
(d) When financial assistance from the state is necessary for a
project to meet finnncial feasibility criteria, the plan of finance shall
Include nn estimate of the minimum amount of finnncial assistance
required from the state, The plan of finance shall include nn cstimntc
of the present value of tl i financial assistance from the state, com-
puted as the difference between

(1), @ market rate or interest, which is ,

A) the rate determined under AS 44.83.170(f)(2)(B)(i); or

D) the estimated interest rale for revenue bonds to be issued by the
nuthorily for the project; and o

(Z)d dthe effective rate orintcrest because ofsU'tc financial assistance
rovided.
d (c) The authoritr, in consultation with the division of budget and
mana%ement shall ndopl reg%ulatlons definin _ ,

(1) the techniques which it shall appl¥_ to determine that the infor-
mation required by (b) — (d) of this section is ohtnincd; anil

(2) standard criteria and measures Torcomparative analysis of alter-
gEtAN% 9f;anzzincmg arrangements. (5 24 eh 83 SLA 1980; am 5 Geh 133

effect of mmpnclmentfi. — Tlie 1952  i.i,drmcrvo powc* requirement** In part»
nmendmrnl, efTcelive June 25, 1952,  prnpli (1) of eulnctv'. ™ <b).
Inserted "the cost* of tmnsiniMlon eyntemn

_See. 44.83.183, Review of feasibility studies anil plans of
finance by division of budget anil management (a) The division of
budget ond mnnagcincnt in the Office of the Governor shnll review the
feasibjlity stu_d}g and plnn of finance for a grogect or tho nuthorlty for
compliance with tho provisions of AS 44.83.181(b) — (d).

(bg)ln its review under thin section, the division of budget and
management may obtain nn independent ovaluntion of a fedsibility
studg and plan offinnnco to determine compliance with the provisions
of AS 44.83.181(b)— (d). o

(c) When tho division of budget and mnnagcinent lins completed n
review of tho feasibility study and tho plnn of finnnco for & project
under this section, it shnll submit nreport .; tho governor. Ilia report
shnll examine tho feasibility study andf’sn of finnnce for complinnco
with the requirements of AS 44.83.181(b) — (d). The report of the

603
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5 44.83.185 Alaska Statutes Supplement 5 <14.83.185

division of budget nnd management shall include a recommendation to
the governor nnd legislature”for approval or disapproval of the project
hased on the division's review of the fea5|b|l|2 studg and pinn of
finnncc for compliance with the requirements of AS 44.8 .181(b5J— (d).

|d) The report re(%uired by (c) of this section shall be prepared nnd
submitted nat Inter than QO days nfter the feasibility stugy and plan of
finance for a proposed project”have been received by the division of
budget and management. L , o
Ic? The report required by (c) of this section shall inc'ude a finnncial
analysis of the proF,osed prohect of the authority that evaluates
proposed bond. resolutions or other finnncial arrangements or financinl
plans, security plans and arrangements, Cost and demand
uncertainties, and debt volume, nk they relate to the total direct and
indirect indebtedness of the state, In preparing the financial analysis
required by this section the division of budge nnd_mana%ement may
use the services of outside a(l;enues or institutions that are not
g}_hAer\Al/é%ez)mvolved in the project. (5 24 ch 83 SLA 1980; nm § 7 ch 133

Effect of amendment. — The 1982
amendment, effective June 25, 1982,
added nuhsectinn tel,

See. 44.83.185. Submission lo the legislature, (a) The authority
shall submit a feasibility study and plan offinance for n proposed new
project to the legislature. When the report of the division of budget nnd
management exammm% tho feasibilit s,tud?/] and plnn of finance is
completed ns required by AS 44.83.183, it shnll be submitted to the

legj Ia11Hre. , . o

0) The authority may got proceed with work o1t the engineering or
design phnsc of n Propose_ new project for which legislative upprovnl
is réquired until the_legislature approves the proposed. new project.
However, the authority may proceed with the engineering or design
work necessary to meét the requirements for submission of n license
application for the proposed new project to tho Federal Ener%y
ogulnll;ry.Commlssmn without obtaining legislative npprovnl of tho
ropose il e jw. project. ,
p?&%v%gl ature shnll consider nnd must approve all proposed new
progects except proposed new projects that are exempt under AS
148.1.137. The IC([;.sInlurc, may approve a proponed nowprOJectonh{, by
-unclmq Inw that nulhorir.es ‘tho project nn apéjroves a construction
cost for that project. (5 24 ch 83 SLA"1900; am 8 8 eh 1,13 SLA 1902)

KIfrrt of (intendments. — Tlic I'W2 ~ opprnvn a connlrucUnn coal hr' for
nmrnilnient, rgrctive June 25, 10H2, aule  "milliorlilng" In the lecond lenience of
alilnlrd "llinl “authorliri llte prolrci and  eubieellon Ptl.

gy

kk*

o«

" -‘ * L] ! . *.11 .

TN
8 44.83.106 State GOVENIiMEW § 44.83.230

Sec, 44.83.186. Final cost estimate nnd rcnulhorizntlon by the
legislature. Ifa project is approved under AS 44.83.185(c), the author-
ity shall obtain afin"! costestimate for the pro;{ectfro_m nn independent
source qualified to make such nn estimate. IT the final cost estimate
docs not exceed the construction cost authorized by the legislature
under AS 44.83.185, adjusted for inflation, by moré than séven nnd
one-half percent, Iha authority may proceed with the construction or
the project. If the final cost tstimntc exceeds the construction cost
authorized by the legislature under AS 44.83.185, adjusted for nida-
tion, by more thnn Seven nnd, one-half percent, the authority shnll
revise its feasibility study nnd, if it determines that the project rcmning
feasible, the authority shall submit the revised feasibility study nnd
the independent cost estimate to the Ieﬂlslatu_re. A proposed project
that is returned for reconsideration by the leﬁlslature under this sec-
tion ntny not be constructed unless the legisfature reauthorizes it by
enacting Inw for Hint purpose. (§ 9 ch 133’ SLA 1982)

Effective dntca. — Section 22, ch. 133, June 25d )1982, In accordance with AS

SLA 1982. makea this section effective 01.10.070(c).



544.83.300 State Goveiihment $44.83.320

Article 7. Susitna River Hydroelectric I'rojccL
Cectlon Section

300. Description of project 340. Annual report ) )
310. PurP_os_e of project 350. Legislative and executive oversight
320. Preliminary report* 360. Project financing

325. Restrictions on conlrraing
330. Construction, mo»:.(ennncC nnd oper-
ation of proje’.*

See. 44.83.'100. Description of project. The Susitna River
h?/d_roelectrlc project consists of dams and related reservoirs, nnd power
FO.[b] loc cd n the Upper Susitna River Basin, nnd related
rn'ismission lines, facilities, and lond centers, as described in the
A'aska Power Authority’s report required by AS 44.83.320(h). (§ 2 ch
fG9 SLA 1980)

See. 44.83.310. Purpose of project. The Primary purpose of the
SusitnaR,  hydroelectric project is lo generate, transmit nnd distrib-

o _ ute electric power in a manner which wilt
See. 4-1.83.130. Nonliability on bonds, (HJ Neither the members or 1) minimize market area electrical power costs;
the authority nor a person executing the onas is liable Personally on %7; '

Ak A N 2) minimize adverse environmental and social impacts whilo
She bonds or s, subiect o personal liabili.y or accountability by reason enhancing environmental values lo the extent possible; nnd

, (bLThe honds issued _b,}/ the authority do not constitute nn (3) safeguard both “f_e n_nd properly. (3 2 cli 169 SLA 1380)

indebtedness or other lability of the state or ofn politicnl subdivision Sec. 44.83.320. Preliminary reports, (n) By March 30, 1981, the
ofthe stale, except the authorl'v, but shall bo payable solely from the authority shall prepare nnd “submit to ‘the ‘governor nnd to the
income, nnd receipts or other ds or properly of the nulhority, Tho legislature a preliminary reFE)_ort recommending whether work should
nuthorily Ma}/notpledge thefL Ji orcredit ofthe sintc orofn politicn| continue on tho Susitnn River hydroelectric project, nnd, if the
subdivision oTthe slate, exc%pt the nuthorily, o the payment ofn bond recommendation is to continue on the project, the report shnll'explain

nnd the issuance of n bond by the authority docs not directly r in detail

Ity D e g 1 o sl 0 el o o
whatever to thep Ifr))a){ymentyofthe'bond.)f§ lpch 978 S¥,A 1976) S?E(ffnsﬂﬁ”eté or the Susitna River hycroelectric project and il viabl

(2) tho federal nnd stnto ﬁermits reguired lo be obtained before
construction can begin nnd tho expected construction sti't date; nnd

(3) any other Information the authority co-isidcrs inr printc or
necessary to adequateIFX, Inform the governor o,id tin legisinl "rc of the
status of the Su: 1" n River hydroelectric pr-jjoct.

(b) By April 3 ,1982, the authority slir,|I prepare nnd submit to the
governor nnd ', the legislature n preliminary regort recommending
Whether work should Continue on tits Susitn River hydroelectric
project, nnd other vinblc alternatives. It the recommendation is lo
conlinuo on the Susitnn River hydroelectric project, the report shall
explain in detail . . .

[)  the proposed conceptual design nnd phases of ionntruclion of the
Susitnn River hydroglectric project;



Aianka Statiitem §+4.83.310

I3i the expected cost or each phase of construction;

(11 the costs to the stale* and consumers_ of the prog)ect under
aIternat_lve_methodsofgr(()fectflnancmg including revenue bonds, p.,
oral obligation bonds, and" general fund appropriations; nnd

(51 any other information the authority considers a,pFroprlate or
necessar toasdequatellgl. mfo[]m the governor and the legislature of the
status of the Susltna Kivor hydroelEctric project.

(cl The preliminary reports required under Inland (b) of this section
Ezrlesér}z? ?‘g“?nchuf(ﬁ@i Are%%i required under AS 41.83.180 —

See. 44.83.325. llcstrictions on contracting. The authority may
not enter into contracts under AS 44.83.300 —44.83.3G0 other than
those contracts necessary lo complete m feasibility studies, (2) the
Rrehmmary reports required by AS 44.83.320, or (3) construction of the

nchoragc-Fairbanks Interlig, until the legislature aB roves b?{ law
m%p{%tlunary report required under AS 44.83.3201 5) (52ch 19

See. 44.83.330. Construction, inniutcnnncc nnd_ operation of
project. Within one year after apFrovaI of its preliminary report
submitted under AS 44.,83.320F1b), " >nuthorily inny enter into n
contract for the canstruction of the S .*tna Itiver hydrdelectric project

IﬁQSa 4%%%eer.CO(QSESteer]ntl&gtwe lpglér&l . "f the project ns described in

See. 44.83.340. Annunl report, (a) If the Susitna Itiver
hydroelectric project i aggroved by the legislature under AS
44,83 32 ﬁdh beginning in, 1 ?the authority shall prepare nn annual
report whic exg ainsn detal

pr(}]lelc{he status of construction on the Susitnn River hydroelectric

(21 the completion date ir any phase of the Susitnn River
hydroglectric project which has been’completed nnd the reasons for any
deviation betweén the completion dale end the expected completion
dale slated in the preliminary report required under AS 44.83.320(b);

(3L Ihe actual cost of any phase of the Susitna River hydroelectric
gr%sct V\{ﬂlch it1as| bee? c%rr}ﬁleted nnt'Jdthe treilerrés,fotrhany cf,ew_atlon
etween the actual costnnd the ex coststaled in the preliminar
report required un(fer A 44.83.388?‘& P y
(4)  the federal nnd stale Rermns necessary lo begin or continue
construction ofthe Susitnn River hydroelectric project, the actual dales
on which the federal nnd stale Jjermlts necessary to begin or continue
construction were obtained, and the reasons for nny deviation between
the nc.ual dales and tho expected dates staled in tho preliminary
re%Qrt rdec#]ufed uhnder F44. 3.320(n) or in tho earlier annual reports
remiirrd miller this serlinn;  ——

necessary |o adequateIF{ inform the governorand the legisla
|

S44.83.350 State COVKNNMEUr ..

(5)  any other information the authority considers a?proprfi?ﬁe or
ure ofthe

St?tbgsT%etnﬁﬁﬁjaﬁlgg_%ort\fgaur}}/géoﬁke é{'@fé?ﬁﬁ% section is in addition

to any reports required under AS 44.83.180 — 44.83.224 nnd shnll be

esubmitted, by March 30 or cx i year, to the governor nnd to each

member of the legislature. (§ 2 ch 1G9 SLA |980}

See. 44.83.350. Legislative nnd  executive oversighL The
legislature or the governor mny provide for ongoing oversight, review
and selected in-depth_analysis of the Susitna River hydroelectric
project pinn of study. The nutharily shall provide all data, analyses,
reports, and other information to Whomever conducts the oversight,
review, or anaI¥5|s activities. Selected in-depth analyses shall include
assessments ofthe power alternatives, financing, an powermarketln%
sections ofthe Susitna River hydroelectric project plan ofstudy. (§ 2 €l

1G9 SLA 1980)

See. 44.83.360, Project financing.  The  Susitnn _ River
hydroelectric project shnll be financed by general fund appropriations,
general obligation bonds, revenue.bonds, or other plans of finance ns

approved by the legislature. (§ 2 ch 1G9 SLA 1980)

Article 7. S.isilnn Itivcr Hydroelectric Project.
See. 44.83.325. Restrictions on contracting.

Editor's note?. — Section 21, ell. 133, com_ﬁ)leted_before actual construction of the
SI*A 1902, providen: "Notwithstanding the — Stiftilnn River h%droelectnc project,_de*
rovision* of AS 44.83.325, the Alnnka scribed in AS 44.83.300, mny begin. Thin
ower Authority mny enter Into contracts lection doe* not ntilhorire” the Alaaka
under AS 44.83.300'— 44.83 380 for pre* Tower authority to enter Into contract* for
||m|r_mrg work without the approval the actual construction of the Suaitna
required by AS 44.83.325. In this section, Rlve[hydroelectr!cprofjectorfO[the prep,
"preliminjry work' mean* tho preparation oration of the aile of the Suaitna River
of Eln_r]a nnd nludica and the pre?.aratlon hydroelectric pr%ect without the approval
-n.t xiilirntiginiq of license applications, na  réquired by AS 44.83.320.**
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Parenthood
(discrimination
based on in
sale/rental
of real prop.)

Munic. Sales
Tax

(on food or
nonalcoholic
bt ®Brages)

Public Emp.
Retirement
(credited svc.
for former
federal
workers)

INTRODUCTION OF BILLS (House)(cont'd)

HB 130 (cont"d)-

Amends section relating to the disposal of land by lottery (AS
38.05.057) by deletion of language permitting an applicant to be
represented by an agent on the day of the lottery if the land
offered for sale is commercial, industrial or agricultural;
Provides an applicant need not be present to win if military
service prevents him from attending the lottery (presently
applicant needs not be present if military service "outside the
state" prevents presence).

Amends section relating to the leasing of a remote parcel (AS
38.05.077(i)(3)) to require that a person certify that he has not
either previously leased a remote parcel "or have made application
for a homestead entry on state land” within eight years immediately
preceding the date of staking a remote parcel "and certify the
facts in the application.ll (Underlined requirements added.)

Introduced January 26 and referred to Resources and Finance.

HOUSE BILL NO. 131. by Rep. Hurlbert. Would prohibit
discrimination based on parenthood in the sale or rental of
real property. In other words, a landlord could not refuse to
rent to a person or couple simply because they had children,
and a real estate agent could not refuse to sell property to

a person or couple because of children. (Amends AS 18.80.240,
"Unlawful Practices in-the Sale or Rental of Real Property.)

Deletes: "However, nothing in this paragraph prohibits the sale,
lease or rental of classes of real property commonly known as
housing for "singles®™ or "married couples®™ only." Dees not provide

for a" effective date (effective 90 days after the Governor's
signature).

Introduced January 28 and referred to Labor & Commerce and
Judiciary.

HOUSE BILL NO. 132. by Reps. Vaska and Koponen. Would pro—

hibit municipalities from levying and collecting a sales tax
on food or nonalcoholic beverages. Would apply to home rule

and general law municipalities. (Amends AS 29.53.415, "Sales
& Use Tax.") Effective January 1, 1984.

Introduced January 28 and referred to Labor & Commerce and
Community & Regional Affairs.

HOUSE BILL NOe 133$% by Rep. Martin by request. Would allow
members of PERS to claim credited service for service ren—

dered before January 1, 1961 as "a temporary or permanent"”
employee of the federal government in Alaska, excluding service

in the U.S. armed forces (underlined words added to AS 39.35-
360(a), "Earlier Service"). Employee must have been employed

by the state before January 1, 1980 and must have completed three
years of credited service with the state after January 1, 1961, for
which employee has made the required contributions (no change from
existing law).



Appropriation
(Snettisham

INTRODUCTION OF BILLS (House)(cont'd)

HB 133 (cont"d)

If the bill passes, state employees who have already retired would
be eligible to receive increased benefits based on prior federal
service. Effective immediately.

Introduced January 28 and referred to State Affairs and Finance.

HOUSE BILL NO.
Would repeal

Miller.
in 1981 for the

134. by Reps. Duncan and M.M.
a $4.5 million appropriation made

Power Project) Snettisham power project near Juneau and reappropriate the

Court Leave
for Nonperm.
& Temporary
Employees

Appropriation

(Municipal
Assistance
Fund)

Appropriation
(supplemental)
(school con—
struction
debts)

Appropriation

(supplemental)
(state aid for
roads)

money to the Alaska Power Authority for "feasibility studies,
preconstruction design, engineering, and construction at the
Snettisham (Crater Lakes) power project.” The 1981 appropriation,
cont?ined in Ch. 90, SLA 1981, Sec. 6(7), was part of a $37,300,000
allocation to the Power Authority for "feasibiity studies,
preconstruction design, and engineering"” for various projects
around the state (specifically (lid not include "construction™).

Appropriation
(it does not

is for capital project and
lapse). Effective

is subject to AS 37.25.020
immediately.

Introduced January 28 and referred to Resources and Finance.

HOUSE BILL NO. 135. by the Rules Committee® by request of the
Legislative Council (for the Blue Ribbon Commission ou the
State Personnel Act). Identical to SB 83, page 81.

HOUSE BILL NO. 136. by Rep. Larson. Would appropriate

$25.1 million to the Dept, of Revenue for the Municipal
Assistance Fund (AS 43.20.016(a)) for distribution to munici—
palities for fiscal year ending June 30, 1983. LapseG on
June 30, 1983. Effective immediately. Identical to SB 17, page 5.
Introduced January 28 and referred to Community & Regional Ai .airs
and Finance.

HOUSE BILL NO. 137. by Reps. Larson, David, Duncan, Fritz,
Furnace, Koponen, Malone, M.M. Miller, M.W. Miller, Szymanski
and Zharoff. Would make a $13.1 million supplemental appro—
priation to the Dept, of Education for the retirement of school
construction debts in accordance with AS 43.18.100 for fiscal
year 1983. Effective immediately.

Introduced January 28 and referred to Health,
Services and Finance.

Education & Social

HOUSE BILL NO. 138. by Rep. Larson. Would make a $3.5

million appropriation to the Dept, of Community & Regional
Affairs for distribution to municipalities for roads under

AS 29.89.020 (state aid for roads) for the fiscal year ending
June 30, 1983. Appropriation lapses on June 30, 1983. Effective
immediately.

Introduced January 28 and referred to Community $ Regional Affairs
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Mr. Eugene Horning
3100 Glenndon Drive.
Anchorage, Alaska 99504

Dear Eugene:

Enclosed is a copy of my bill relating to credit for earlier

service for certain members of the public employeesl retirement
system.

I expect the bill.to be given a number and introduced in the
House today.

I appreciate you calling this matter to my attention,

Sincerely,

Terry Mai™in e e
Representative
T™M/ta
"T- A nu jjiviiw * H"BI133.
W . : >/V/IC
& U ey e
’l'l'- i
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.. .-
Dear Representative Martin,

I am writing in regard to Senate Bill 589 relating to credit for
earlier service for certain members of the public employees' retirement
system. >

As you can see from the attached letters, | have attempted to clarify
the exact meaning of the wording in AS 39.35.360.A]>

Even after the meeting with the Retirement Board | still feel that
the wording in 39.35.360 is misleading and needs to be changed.

Therefore | am submitting this letter with attachments in support of

Senate Bill 589 and for your use in securing passage of the bill.
[/ 3100 Glenndon Drive
y - . Anchorage, Alaska 99504

EliHbp .
Attachments
cc: Vic Fischer

Jerry Ward

Joe Josephson
|

ff-337-Hz 7



December 11, 1981

Seante Distric C

Bill Ray

Pouch J " %
Juneau, Ak. 99811 - V.

Dear Senator Ray:,
- ’. - - = - - = -

I am currently employed with the State of Alaska, Department of
Public Safety in Anchorage.

I have filed a claim with the Public. Employees Retireroent”System
for EARLIER SERVICE CREDIT as an employee of the Federal Government
before January 1, 1961 as per AS 39.35.360 (A). (See enclosed copy.)

.

The Division of Retirement would only grant me credit for

permanent time and not for temporary time. (See enclosed letter.)

There is no mention of permanent or temporary in AS 39.35.360

A

.lIrequested and was granted an appearance before the Public
Employee®s Retirement Board at its scheduled meeting in October.

At this meeting Mr. Paul Arnoldt, Director of the Division of
T -tirement and Benefits, stated that temporary service was not credit--
able under the PERS law with the exception of AS39.35.156 "Temporary
Service Credit".

Therefore in AS 39.35.360 "Earlier Service Credit” permanent
Federal Service is implied and did not need to be explicitly stated.

Was this also your understanding when you sponsored Senat Bill
#26 in 1979 in which AS 39.35.360 was rewritten?

I would like to hear from you on this matter.

Respectfully yours,

Eugene A. Horning

8620 Boundary #1

Anchorage, Al:. 99504

Phone - 337-1427 (home)
269-5792 (work)



Alaska |itate “egislature

Senate
Committee on Transportation Offcal Business

. Pouch V
Senator Bill Ray ' a mm - = State Capitol
Chairman Juneau, Alaska 99811
) . SVAREE® CH ~h m. -
- ea s

W December 18, 1981

Eugene A. Homing
8620 Boundary #3
Anchorage, Alaska 99504
Dear Mr. Homing:

Thank you for your letter of December 11 concerning earlier service
retirement credit.

I have referred your inquiry to Teresa Cramer, ity Administrative
Assistant for the Blue Ribbon Camdssion. She will investigate the

matter and report to you her findings.

Sincerely,

Bill Ray
Senator
District C

cc: Teresa Cramer



BLUE RIBBON COMMISSION ON THE Pouch YG

STATE PERSONNEL ACT Mail Stop 3123
Juneau, Alaska 99811
JUNEAU. ALASKA Senator Bill Ray, Chairman (907) 465-4442

January 11, 1982

Eugene A. Horning
8620 Boundary #3
Anchorage, Alaska 99504

Dear Mr. Horning:

Senator Ray asked that | reply to your letter about retirement
credit for temporary employment with the federal government prior to
statehood. The answers which you received from Mr. Motter and from Ms.
Wool ford of the Division of Retirement and Benefits are consistent with
the present state of the retirement laws. The problem of interpreting
what counts as 'service" in the retirement system comes in part from the
definition sections which do limit membership in the system to employees
who are 'receiving compensation for seasonal, permanent full-time or
permanent part-time services"™ in most cases. AS 39.35.680(1) defining
"active member".

Last legislative session, Senator Ray sponsored legislation
which directly addresses your situation. | am enclosing a copy of SB
589 which amends the section on credit for earlier service to provide
that both temporary and permanent employment with the “hited States
government in Alaska prior to statehood will count as credited service.
This bill is presently in the Senate State Affairs Committee, which
ASenator Vic Fischer chairs. |If you wish to support the legislation, you
may write directly to the committee at Pouch V, Juneau, Alaska 99811.
If there are hearings scheduled on*the bill , I will let the committee
know of your support for the proposed amendment during any testimony |
give on behalf of the Blue Ribbon Commission.

Yours very truly,

Teresa B. Cramer
Administrative Assistant

TBC:Imk
Enclosure
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Nlaska jitatc “Ccgtskture

SENATOR 2967 SHELDON JACKSON
ARLISS STURGULEWSKI ANCHORAGE. ALASKA 99EM4
DISTRICT X0-H
) COHMAMFIQTI\/ITEES , Whlljl&ljncf_lugeau
Legislative Budset A Audit ) JUNEADCRLEASK A ogs11
JBenate 907) 465-5818

Community & Re%ional Affair*
Finance
Resource*

05 April 1982

Eugene Horning
8620 Boundary //3
Anchorage, Alaska 99504

Dear Mr. Homing:

As | am sure you are aware, Senate Bill 589, relating to credit for earlier
service for certain members of the public employees®” retirement system is
currently in the Senate State Affairs Committee, chaired by Senator Vic
Fischer. I have contacted Senator Fischer®s office about Senate Bill 589
and have been informed that this bill is not currently scheduled for hearing
and it is not anticipated that it will be scheduled during this session.

I am sending along to Senator Fischer®s office a copy of the packet of material
you sent to me. I am sorry to say that it does not seem likely that this
bill will come before me this year, but you may be assured that if it should,

I will give it my most careful and positive consideration.

Sincerely,

Arliss Sturgulewskl U
St -_tor, District 10-H

cc: Senator Vic Fischer



Nlaska jJiiaie "legislature

184! E. 24TH AVENUE
ANCHORAGE. ALAongA 99504

RCPKCIENTATIVC 277-

CHARLES ANDERSON
DISTRICT tO WHIIS_I(E)lIJNC.;-lURI/EAU

JUNEAU. ALASKA 99811
485-4943

Wf *~eyo-- -
JHirnsr d | tapresftttafte5
April 8, 1982 1 1 'T'L cle s

Eugene A. Horning

5419 East 42nd Avenue
No. 22

Anchorage, Alaska 99504

Dear Eugene,
Thank you for your recent letter regarding SB 589, "An Act
relating to credit for earlier service for certain members of
the public employees retirement system; and providing for an
effective date." I appreciate hearing from you on this matter.

As you know, this legislation was introduced by Senator Ray of
Juneau and has been referred to the Senate State Affairs Commit—

tee. I realize that while this may be a relatively minor change
in the law on retirement, it can be an important one for individ-—
uals like yourself. Accordingly, I am in support of this bill

and have written to the Senate State Affairs Committee Chairman
(copy enclosed) to urge that they act on this matter.

While it is relatively late in the legislative session, | be—
lieve that a hearing on this bill will considerably enhance the
possibility of it being approved by the legislature.

Again, thank you for contacting me on this issue and please feel
free to communicate with me further on this or any other matters
of mutual 1interest.

Sincerely,

Charles G. Anderson
House of Representatives

CGA:mac

Enclosure



1841 E. 2atr AVENUE
ANCHORAGE. ALASKA 00504
277*3900
CHARLES ANDERSON

DISTRICT 10 WHIFI’_E)LIJNCJHU?/EAU

JUNEAU, ALASKA 09511
463-4943

pltm st rrf aiite

April 8, 1982

The Honorable Vic Fischer
Chairman

Committee on State Affairs
Alaska State Senate

Pouch V

Juneau, Alaska 99811

Dear Senator Fischer: *

I am writing to urge that the Senate State Affairs Committee
conduct a hearing on SB 589, "An Act relating to credit for

earlier service for certain members of the public employees

retirement system; and providing for an effective date."

This legislation would permit credit under the Public Employees
Retirement System of temporary or permanent employment with the
United States government prior to statehood.

While this change in the law is likely to affect only a small
number of individuals, it could be an important one for those
people. I believe that the issue deserves a fair hearing so
that all aspects of the problem can be discussed.

Thank you for your attention on this matter.

Sincerely,

Charles G. Anderson
House of Representatives

CGA:mac



e" _raTPO1?

N tl JAY S. HAMMOND, Corsmor

DEPART.TIKNT OF ADMINISTRATION
POUCH CR

DIVISION OF RETIREMENT b BENEFITS JUNEAU. ALASKA 99811
Ph: 455-4463

Mcy 14, 1981

Mr. Eugene A. Horning

5419 East 42nd Avenue, #22
Anchorage, AK 99504

PERS: 274-30-2593
Dear Mr. Horning:

This letter is in response to your note to Ms. Nancy Wool ford,
April 27, 1981.

I have talked to Nancy regarding your question and have looked over
the documentation that you have submitted. | am terribly sorry, but the
answer that Ms. Wool ford gave you 1s the correct answer. Your temporary
federal service is not creditable.

Enclosed is a copy of Section 39.35.156, Temporary Service Credit.

You will note that temporary service is creditable for service regularly
rendered a full-time personnel basis to an '.’ployer. Since the United
States Government was never an employer I..» PERS, | cannot recognize

your temporary service with them.

In Section 39.35.360, earlier cervice that you cited, there is no
reference to temporary service other than that that is found in part G
of that sectioa. The reference there is specific to temporary employees
of the legislature of the State or territory during legislative sessions.

In view of the above, the answer 1s we cannot recognize temporary
federal service.

Sincerely,

W. Stewart Motter
Retirement Field Representative

WSM/rw
Enel O f.-re

03-84LH NOTE:Pleeee Include Your Social Security Number In All Correspondence & Requests



Steve Hafling

Chairman

State of Alaska -
Public Employees®™ Retirement Board

430 W 7th Ave.
Alaska 99501

Anchorage,

Dear Mr. Hafling: = - -

ol o oo e e |

We request ar, appearance before the board at its next scheduled meet—
ing in Anchorage during the month of October 1981.

We wish to discuss an apparent discrepancy in the granting of credit
for temporary Federal service.

We will be asking the following questions:

1. RE:
2. RE:
3.

CHAPTER 146, SLA 1980
AS 39.35.156 TEMPORARY SERVICE CREDIT.

HOW CAN THIS PARAGRAPH APPLY TO FEDERAL SERVICE WHEN
THE WORDS "FEDERAL SERVICE™ rO NOT APPEAR IN THE

- "PARAGRAPH? cr

CHAPTER 146, SLA 1980
AS 33.35.360 EARLIER SERVICE CREDIT.

HOW CAN THIS PARAGRAPH BE INTERPRETED TO READ PERMANENT
FEDERAL SERVICE ONLY WHEN THE WORDS "PERMANENT OR
"TEMPORARY™ DO NOT APPEAR IN THE PARAGRAPH?

HOW CAN THE STATE LOSE A COURT SUIT GIVING CREDIT FOR
TEMPORARY FEDERAL SERVICE AND STILL CLAIM.THAT TEMPORARY
FEDERAL SERVICE 1S NOT CREDITABLE?

Respectfully yours,

Eugene A. Horning
Systems Analyst
Department of Public Safety

cfiiarlene Stewart
EDP Sur2rvisor
Departi™nt of Administration

EAH:nct
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BLUE RIBBON COMMSSION ON THE Pouch YG
STATE PERSONNEL ACT Mail Stop 3123
Juneau, Alaska 99811
Senator Bill Ray, Chairman (907) 465-4442
MEMORANDUM February 3, 1983
TO Members of the House State Affairs Committee
FROM Teresa B. CramerMAAA*_AA

Administrative Assistant

SUBJECT: House Bill 135 - Granting Court Leave to Nonpermanent Employees

The Blue Ribbon Commission received a request that it consider
whether nonpermanent employees should receive court leave benefits. The
person who called was working as a nonpermanent employee on a project
which was expected to last for nine months. She was summoned to serve
on a jury for a criminal trial. The proceedings lasted two weeks.

Nonpermanent employees are short-term classified service
employees. By statute their period of service is limited to 120 calendar
days or to the duration of a program or project. Short-term employees
i i the partially exempt and exempt servi.es are called temporary employees,
tonpermanent employees must be hired based on their relative ability
from the lists of eligibles maintained by the Division of Personnel for
that job class. They are paid according to the pay rate assigned to

that job class. They are not eligible for state leave, health or retire-
ment benefits.

Most state employees continue to receive their regular salaries
while serving on juries or when they are subpoenaed to serve as a witness
in a court proceeding. The employee gives the state his or her jury
service fee (currently $25 a day) or witness fee. Nonpermanent and
temporary employees are not entitled tc this benefit. They must take
leave without pay since they do not earn annual, sick or personal leave,
and their only compensation is the jury service or witness fee provided
by the court.

Jury service is a civic duty. All state employees should be
treated equally while meeting this obligation. The Blue Ribbon Commission
strongly recommends that nonpermanent and temporary employees be entitled
to the same court leave benefits as other state employees.
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Bill Analysis

Paragraph (7) of AS 39.20.310 denies temporary employees the
leave benefits granted to other state employees. The proposed legislation
amends the court leave statute to nullify the general exclusion. Temporary
and nonpermanent employees would therefore be eligible to receive the
court leave benefits provided other state employees.



STATE OF ALASKA
PRELIMINARY STATEMENT OF FISCAL IMPACT

Bill No: HB 135 (SB 83) Date on Bill: January 28, 1983
Title: An Act relating to court leave for nonpermanent and temporary employees. ~
Sponsor: Rulec - Legislative Council (for the Blue Ribbon Commission) _
Requestor: House State Affairs

1. Estimated fiscal impacts on:
a. Expenditures:

(Thousands of Dollars)

FY 83 FY 84 FY 85 FY 86
Capital
Operating
Total -0- -0- -0- -0-

b. Revenues:

Revenue I I I I I
&

2. Source of funds to offset fiscal impact of bill:

3. Assumptions:

4. Disclaimer:

This statement“has not been reviewed by the OMB in the Office of the Governor

Prepared By: Frank Raye Phone: 465-4430
Division: Personnel Date:

y

Approved by Commissioner: Lisa Rudd Date:

Department: Administration

5. Distribution:
Original to Legislative Finance
Copy to OVB
Copy to Sponsor
Copy to Requestor
2/8/83
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Tamara Brandt Cook

PROPOSED AMENDMENT NO. 2 TO HB 6

Explanation: This change would correct a drafting mistake in HB 6.
AS 28.35-033(J) added by Section 13 of the bill includes penalties for
a person who has been previously convicted of one offense and for a

person-previously convicted of more than one offense, but omits the

penalty for a person who has not been previously convicted. AS 28.35-034
provides for a three month period of revoca®" on. However, that provision
has been deleted in section 14 of this bill. Therefore, it is necessary

to include the penalty for a first conviction in the subsection that

sets out penalties Tfor persons who have been previously convicted.

Page 11, line 25 .after (j) insert a new first sentence to read:

"If the person has not been previously convicted in this or another
jurisdiction of driving while intoxicated or of refusal to submit to a
chemical test of breath under this or another law or ordinance with
substantially similar elements, the period o- suspension or revocation
of license, nonresident privilege to drive, or denial of original license

shall be 90 days .1



Tamara Brandt Cook

PP.O"fOSED AMENDMENT NO. 1 TO HB 6

Explanation: This change would make it clear that the penalties for
driving without a license or in violation of a limitation placed on a
license apply whether or not a person is driving under a""driving privilege
granted in this or another jurisdiction. While the existing provision
applies when a person is licensed out of this state, it does not
specifically apply to a person originally licensed in Alaska. This

change would correct a defect in existing law that was not created by

HB 6.

Page 3, lines 16 - 23; change the first sentence of AS 28.15*2?1 to read:
"A [NO] person may not drive a motor vehicle on p highway or vehicular

way or area [IN THIS STATE] at a time when that persons [HIS] driver®s

license, or privilege to drive [IN THIS STATE IP HE IS LICENSED IN ANOTHER

JURISDICTION,] has been canceled, suspended or revoked in this or

another jurisdiction, or when [HE IS] driving in violation of a limitation

pieced uoon that person®s [HIS] license or privilege to drive 1in this or

[, EVEN WHEN HE IS DRIVING UNDER A LICENSE ISSUED IN] another jurisdiction."



2. REQUEST ; "r *

Bill/Resolution No. H.B. 15T .
Title Special Approp-H ?ri or - House of WjrVprgh?”
Requested bv State Affairs Date 2/3/83

I1. FISCAL DETAIL

Aoency Affected Natural Resouropc - ??rVc

Program Category Affected Parks & Recreation e

3RU, Program, Or Subprogram(s) Affected Park Operations -
(Note: |If more than one budget component is affected, separate line-item

amounts.and funding .for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 83 FY 84 FY. 85 FY 8" FY 87 FY 88
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL ==
400 COMMODITIES |
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS,CLAIMS,ETC.

TOTAL

1032. 8 50 «5 59.9

FUNDING (Thousands of Dollars)

GENERAL FUND 50. 5v. 59°. T *
FEDERAL FUNDS r-
OTHER (Specvfy Source)

£
POSITIONS g;

FULL TIME
PART TIME
TEMPORARY

I11. ANALYSIS (See Fiscal Note Preparation Instruction, Section I11)

IV. DATE ®1? PREPARED BY Vol —_—-
AGENCY Natural Rp?nurrp?
Original: Legislative Finance PHONE 465-2400
cc:* Budget end Management
Prime Sponsor (First Legislator Named)
33-001 (Fev. 12/81)

OMB Reviewed By: Glen Price I



February 24, 1983

PLEASE NOTE:

The back-up report to HB 151, titled "Wickersham House Report", by the
Wickersham House Task Force, March 82, approx. 300 pages,

was requested by House Finance for their hearings on HB 151" on Friday at

1:30 pm February 25, 19S3. Since all of the extra committee reports were
gone, ve took the HSA Committee members individual copies.

Committee staff
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BILL SHEFFIELD, GOVERNOR

i
DEPARTMENT OF REVENUE CHS

POU
OFFICE OF THE COMHISSIOMEH };%F\@U '(éd‘/%%é—zg%ﬂ

March . 1983

The Honorable Mitchell E. Abood
Chairman, House State Affairs Committee
Alaska State Legislature

Pouch Y

Juneau, AK 99811

Re: HB 161

Dear Mr. Chairman

Enclosed you will find the Department of Reveni- 's response to
questions asked at the February 28, 1983 meeting of the House State
Affairs Committee pertaining to HB 161. | hope this information is what
your seek. If you would like any further information, please let me
know.

Sincerely,
Robert D. Heath
Commissioner of Revenue
RDH.mll
Enclosure



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 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

Revenue.

A defeasance fund is a trust account which would be set up with an independent
third party trustee ouch as a national bank. This account would be used to
purchase a portfolio of securities whose maturities and cash flow income would
correspond to the principal and interest payments of the G.0. bonds which tre
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
yearly debt service ?n the pre-1978 bonds is attached. The reason the total
appropriation is lower than the balance due on the G.0. bonds is because of
the difference in interest rates which can presently be turned and the coupon

rates of the bonds.

The bill refers to G.0. debt issued before May 2, 1978. The reason 1is 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.

In 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. PP 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 81 Ch.
100, SLA 1981).
-1-



The question must be addressed by law as to whether a temporary bill can

override substantive law.

Another 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 viewed as a dedication of funds. Alaska®"s constitution prohibits

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

In analyzing ";ne financial feasibility of the bill, the rate of interest paid
on the G.0. bends (see schedule attached) and the current rate of interest on
investments must be compared. A majority of the bonds ere below 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,

Another problem connected with showing a surplus of funds is our national
image. We are concerned that people in the "lower 48" may 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 view 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 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

schedule.

Attachment



Univ.

1964,
1964,
1967,
1967,
1968,
1968,
1969,
1969,
1970,
1971,
1971,
1971,
1971,
1972,
1972,
1973,
1973,
1973,
1974,
1975,
1975,
1975

1976,
1976,
1977,
1977,

OUTSTANDING BALANCE ON PRE-MAY.

JUNE 30. 1983

Rate of

Bond Title Interest

of Ak. Housing Bonds, 1958, Series A 3.00%
Ferries & Roads Bonds, 1961, Series A 3.82
"Composite 1/8/64 Sale””, Series L 3.56
Series B (1967 Issue) 3.75
Series C (1967 Issue) 3.75
First Series 4.50
Second Series 4.90
Series A 5.19
Series B 5.24
Series A 5.74
Series D (1966 Univ. of Ak.) 3.00
Series C 5.88
Series A 5.07
Series B 6.04
Series C 6.04
Series D 6.00
Series A 5.24
Series B 5.16
Series A 5.12
Series B 5.11
Series C 5.80
Series A 6.86
Series A 5.99
Series B 6.53
Series C 6.86
Series A 5.87
Series B 5.80
Series A 5.08
Series B 4.51

Series A (4/1/78) 4.87%

1978,

1978 G.O.

Principal

$ 310,000
6,130,000
565,000
7,277,000
1,156,000
9,190,000
8,550,000
5,375,000
4,250,000
3,575,000
1,380,000
3,100,000
10,285,000
14,520,000
2,95" 000
850,000
15,800,000
19,600,000
15,000,000
18,500,000
26,500,000
26,100,000
33,200,000
37,000,000
32,250,000
25,000,000
25,000,000
27,500,000
24,000,000
25,000.000

$429,913,000

0&

u, tsHI1f

21 He-

BONDS

Interest

$ 28,350
1,115,870
20,340
1,741,932
630,152
2,316,125
2,222,270
861,475
672,657
748,175
380,100
280,535
2,924,680
7,478,400
1,509,000
411,000
5,958,000
7,979,525
5,890,500
7,696,500
13,319,375
15,078,000
16,552,100
20,191,750
16,298,075
7,733,750
7,672,500
8,406,250
3,283,000
3.650.000

$163,050,386

Total

$ 338,350
7,245,870
585,340
9,018,932
1,786,152
11,506,125
10,772,,270
6,236,475
4,922,657
4,323,175
1,760,100
3,380,535
13,209,680
21,998,400
4,459,000
1,261,000
21.758,000
27,579,525
20,890,500
26,196,500
39,819,375
41,178,000
49,752,100
57,191,750
48,548,075
32,733,750
32,672,500
35,906,250
27,283,000
28.650.000

t592.963.386



DEBT SERVICE ON OUTSTANDING G.0O. BONDS BY YEAR
Debt Service

Years Ended on pre 5/78
June 30 Principal Interest Total 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 58,0/2,425 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, $946,183,000 $345,908,754 $1,292,091,754 $592,428,304



PRELIMINARY STATEMENT OF FISCAL IMPACTdJU _J21 1% A

Bill Me: HB 161 Date on Bill: 2/4/83
Title:"An act establishing a defeasance fund in the Dept, of Rpv.
Sponsor: Ward & Liska

Requestor:House State Affairs Committee

1. Estimated fiscal impacts on:

a. Expenditures:

| | FY 83 | FY 8 | FY 8 1 FY 86 1
iCapital ! From P.F. 1 1
10perating 1S100.000 (-363.0 mil . -U.5 mill. L
ITotal 1S100.000 ITo Def. Fuid “ ! 1
+363.0 mill. +14.5 mill

b. Revenues:
Revenue

2. Source of funds to offset fiscal impact of bill:

Permanent Fund Earnings

\i
- c My

3. Assumptions:
The $100,000 is for Financial Advising and legal fees related to establishment of the
fund. The $377,000,000 is a transfer of monies from the Permanent Fund earnings account
to the Defeasance Fund. This transfer is made over two fiscal years. Once the Fund has
been established, the G.0. bond debt of $654,000,000 before May of 1978 can be deducted
from the State's bocks. The Defeasance Fund would reduce the appropriation to the Strte
debt service by $60,539,000 in FY 84, $58,371,000 in FY 85, and 57,708,000 in FY 86.

Creation of this Fund would eliminate the Permanent Fund dividend,-’inflation proofing,

and undistributed accounts for FY 83.
,r

» Disclaimer:
This statement has not been reviewed by the OMB in the Office of the Governor. It there
fore does not represent the final estimate of fiscal impact.

Prepared By:_ Phone:

Division: Date:

Approved .by Cpjomissioner: L) M 't Date: 3/]0 183
Department: AonL

5. Distribution:
Original to Legislative Finance
Copy to OMmB
Copy to Sponsor
Copy to Requestor 2/15/83
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S I IVI BILL SHEFFIELD, GOVERNOR

IJEPARTMENT OF REVENUE _  eouows .
OFFICE OF THE COHMISSIOHER J E’El%NE: '13%71 465-2

March $f, 1983

The Honorable Mitchell E. Abood
Chairman, House State Affairs Committee
Alaska State Legislature

Pouch V

Juneau, AK 99811

Re: HB 161

Dear Mr. Chairman:

Enclosed you will find the Department of Revenue's response to
questions asked at the February 28, 1983 meeting of the House State
Affairs Committee pertaining to HB 161. | hope this information is what
your seek. If you would like any further information, please let me
know.

Sincerely,—
/
Robert D. Heath
Commissioner of Revenue
RDH:mll
Enclosure



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 Fund to

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

This paper will 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
correspond to the principal and interest payments of the G.0. 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
yearly debt service on the pre-1978 bonds is attached. The reason the total
appropriation is lower than the balance due on the G.0. bonds is because of
the difference in interest rates which can presently be earned and the coupon

rates of the bonds.

The bill refers to G.0. debt issued before May 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.

In 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 1is now an automatic appropriation (AS 37.15.012 by &1 Ch.
100, SLA 1981).
-1-



The question must be addressed by law as to whether a temporary bill can

override substantive law.

Another 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 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.0. bonds (see schedule attached) and the current rate of interest on
investments must be compared. A majority of the bonds are below 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.

Another problem connected with showing a surplus of funds 1is our national
image. We are concerned that people in the "lower 48" may 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 view 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 1in interest payments.

For the reasons stated herein and in view of the Governor ™ 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

schedule.

Attachment



Univ.

1964,
1964,
1967,
1967,
1968,
1968,
1969,
1969,
1970,
1971,
1971,
1971,
1971,
1972,
1972,
1973,
1973,
1973,
1974,
1975,
1975,
1975,
1976,
1976,
1977,
1977,

OUTSTANDING BALANCE ON PRE-MAY.

JUNE 30. 1983

Rate of

Bond Title Interest

of Ak. Housing Bonds, 1958, Series A 3.00%
Ferries & Roads Bonds, 1961, Series A 3.82
"Composite 1/8/64 Sale"™, Series L 3.56
Series B (1967 Issue) 3.75
Series C (1967 Issue) 3.75
First Series 4.50
Second Series 4.90
Series A 5.19
Series B 5.24
Series A 5.74
Series D (1966 Univ. of Ak.) 3.00
Series C 5.88
Series A 5.07
Series B 6.04
Series C 6.04
Series D 6.00
Series A 5.24
Series B 5.16
Series A 5.12
Series B 5.11
Series C 5.80
Series A 6.86
Series A 5.99
Series B 6.53
Series C 6.86
Series A 5.87
Series B 5.80
Series A 5.08
Series B 4.51

Series A (4/1/78) 4.87%

1978,

1978 G.O.

Principal

$ 310,000
6,130,000
565,000
7,277,000
1,156,000
9,190,000
8,550,000
5,375,000
4,250,000
3,575,000
1,380,000
3,100,000
10,285,000
14,520,000
2,950,000
850,000
15,800,000
19,600,000
15,000,000
18,500 ,,000
26,500,000
26,100,000
33,200,000
37,000,000
32,250,000
25,000,000
25,000,000
27,500,000
24,000,000
25.000.000

$429,913,000

BONDS

Interest

$ 28,350
1,115,870
20,340
1,741,932
630,152
2,316,125
2,222,270
861,475
672,657
748,175
380,100
280,535
2,924,680
7,478,400
1,509,000
411,000
5,958,000
7,979,525
5,890,500
7,696,500
13,319,375
15,078,000
16,552,100
20,191,750
16,298,075
7,733,750
7,672,500
8,406,250
3,283,000
3.650.000

$163,050,386

Total

$ 338,350
7,245,870
585,340
9,018,932
1,786,152
11,506,125
10,772,270
6r236,475
4,922,657
4,323,175
1,760,100
3,380,535
13,209,680
21,998,400
4,459,000
1,261,000
21,758,000
27,579,525
20,890,500
26,196,500
39,819,375
41,178,000
49,752,100
57,191,750
48,548,075
32,733,750
32,672,500
35,906,250
27,283,000
28.650.000

$592 ,963.386



DEBT SERVICE ON OUTSTANDING G.0. BONDS BY YEAR
Debt Service

Years Ended on pre 5/78
June 30 Princioal Interest Total 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 21,4745 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 2,3J1.000 69.081 2.600.081 2.600.081
June 30, $946,183,000 $345,908,754 $1,292,091,754 $592,428,304
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Bachc Halsey Stuart S'llelds Incorporated

I.  Summary and Opinion

Alaska has a land area one-fifth the size of the continental United
States, but the total population is smaller than that of the city of Seattle and
is chiefly clustered in a handful of urban areas. Migration from the "Lower 48"
states has been successively drawn to Alaska by the gold rush, military build-ups
during two World Wars and, most recently, North Slope oil.

Since the completion of the Trans Alaska Pipeline that runs from the
North Slope oil fields to the southern port of Valdez, the oil and gas industry
has overshadowed all other Alaskan industries in terms of revenue produced.
Four-fifths of total General Fund revenues come from oil and gas taxes, rents,
royalties and bonuses. With U.S. decontrol of oil prices at the end of the 1970s,
Alaskan revenues soared. During the past; year, however, world oil prices have
weakened, lowering State revenues and reversing the earlier rising trend in
General Fund balances.

Alaskans are conscious of the sensitivity of their economy to fluc-
tuations in world demand for Alaska's depletable resources. In 1976 the voters had
the foresight to approve a State constitutional amendment creating a Permanent
Fund to receive and maintain in perpetuity a large share of oil and gas industry
payments to the State. In Fiscal 1981 and 1982 large transfers from the General
Fund were appropriated to the Permanent Fund,, over and above the direct oil and
gas revenue payments that are constitutionally mandated. Earned investment in-
come from the Permanent Fund (which now aggregates over $3 billion) supplies
significant supplementary revenue to the General Fund.

Alaskan general expenditures normally include a large amount of capital
outlays, as may be expected in an underdeveloped land experiencing rapid economic
growth. Conventtona.b;cap.tta.r.ff'nancTrig. through bond issuance has'also..been re-ji
lative.Ty.large." As:a,consequence; per.capita tax-supported:State-debt is over
ten.times that of.the median-' statej, and.debt.is..very high, relative, to- personal/
income. However, these measures of ability to pay are at present irrelevant for
Alaska, since almost all State revenues are derived directly from minerals pro-
duction and processing. General obligation.bond maturities are timed to .match.,/
projected, depletion of petroleum resources,; and by that time new. petroleum-and
non-petroleum mineral resources, are likely to have been developed®. The in-
stability of petroleum prices remains a cloud on the short run horizon because
of the dependence of State revenues on oil and gas earnings.

On the basis of all of these considerations, we rate the State of
Alaska in the mid-range of the ™"double.l A" (AA) quality rating scale.

Key Statistical Comparisons: Alaska and U.S., 1980

Alaska U.s.
Population 401,851 226,545,805
Per capita personal income $12,790 $9,521
% employed in government (1978) 39.0% 17.9%
Unemployment rate (1981) 9.3% 7.6%
Total State revenue per capita $ 8,064 $1,223
% General Fund revenue from oil & gas industry (1981) 81.0% NA
Total State expenditure per capita $ 5,058 $1,138a
Tax-related State debt per capita (1982) $ 2,314 $ 203
Debt service as % of total revenue (1981) 2.3% 4.0%
aMoody®s state median
BACHE: AA
MOODY'S: Aa

STANDARD & POOR'S AA-
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Year

1950
1960
1970
1980
1990
2000

II.  Demographic and Economic Trends
POPULATION AND LAND OWNERSHIP

Between roughly B.C. 20,000 and A.D. 1700 Alaska was populated by
only a few thousand Indians and Eskimos, descendants of Ice Age migrants who
had crossed the Bering Strait land bridge while the sea was captured by the
expansive Polar Ice Cap. The advent of Russian fur-traders brought the first
Europeans to the land. In 1867 the Russian claim was sold to the United States,
and only 23 years ago, in 1959, Alaska achieved Statehood. Even now, however,
on a land area one-fifth the size of the continental United States, the entire
population is only slightly over 400,000, a population smaller than that of the
city of Seattle.

Table 1. Alaska and U.S. Decennial Population: Actual 1950-1980
and Projected 1990-2000

Alaska Alaska u.sS. U.S. Alaska,
Population % Change Population % Change U.s.
128,643 151,325,798 0.1%
226,167 75.8% 179,323,175 18.5% 0.1
302,583 33.8 203,302,031 13.4 0.2
401,851a 32.8 226,545,805 11.4 0.2
532,000 32.4 247,859,000 .9.4 0.2
665,000 e 25.0 264,726,000 6.8 0.3
Revised 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 arrivals from the "Lower 48" have come to Alaska in accordion-like
waves. Until 1880 the non-native population of Alaska still consisted primarily
of fur traders. In 1880, however, Richard Harris and Joe Juneau discovered gold

in the Southeast Panhandle below Canada's Yukon Territory, and the first large
wave of white migration began.* The gold rush was over by the early 20th century,
and although the territorial capital was transferred from Sitka to the

new city of Juneau in 1900, Juneau's population remains less than 20,000. It
will become smaller still if the capital is moved to Willow, north of Anchorage,
as approved in a 1976 State-wide referendum but subject to a confirming refer-
endum in November, 1982.

*As a result of the gold rush, Juneau was the first city to be founded in
Alaska since its purchase from Russia.
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The establishment of military bases in Alaska during the two World
Wars brought more inhabitants from the mainland. Military installations in
Anchorage, on the south-central coast of Alaska, and Fairbanks in the interior
are but one of the elements that have made these cities the two largest in the
State. The 1980 population of Anchorage was 173,017, or 43% of the State total,
and the population of Fairbanks was 22,645. The most recent wave of migration
to Alaska, attracted by the huge North Slope oil find in 1968, has helped to
swell the population of Fairbanks, a major supply depot and staging point for
the North Slope. All told, successive waves of migration from the Lower 48
have brought the non-native population up to 77% of the total, most of it
clustered in a handful of urban areas.

The Statehood Act of 1958 granted Alaska the rightto select 103.4
million acres as State lands — 27% of the total area of the State — subject
to the claims of the native Eskimos, Aleuts and Indians. The Alaska Native
Claims Settlement Act of 1971 delayed State land selection until thirteen
regional Native Corporations were established and had selected their own 44
million acres (including subsurface rights), 12% of the total land area. Under
the terms of the Settlement Act, the Native Corporations have also received
$462 million from the Federal Government and joint payment by the Federal and
State governments of $500 million derived from royalties, rentals and bonuses
related to mineral production. Monetary payments were completed in 1981, but
land selection is still under way.

A further restraint on Alaskan State land selection is the Alaska
National Interest Lands Conservation Act of 1980 (the 'Lands Act"™) which set
aside 120 million acres (32% of the total Alaskan land area) for National Parks,
refuges and other conservation systems.

When State and Native selection has been completed, the Federal
Government will still own about 60% of the total Alaskan land area. Beyond
the land area proper, however, the State has received an estimated 35 to 45
million acres of submerged territory, some of which contains producing oil
and gas fields or has high potential for such production.
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INDUSTRY AND EMPLOYMENT

however,

The oil and gas industry overshadows all other
in terms of revenue produced. When

Alaskan industries

measured in cerms of total employment,
the predominant industry in Alaska is government. Almost two-fifths

of the employed labor force is in the government sector

Table 2
Industry
1978
Trade 14.8%
Services 17.1
Government 39.0
Manufacturing 5.7
Construction 6.7
Finance n 4.3
Transportation 8.1
Agriculture 1.4
Mining 2.9
Total&* 100.0

Alaska and U.S.
Actual

Alaska
1990
17.5%

20.9
31.6

Wk N 01O o1
~NOoO B b~ D

100.0

AFinance, Insurance: an

Transportation,
Agricultural Services,

~Farrn,

2000

19.7%
23.
27.

Wk N o
~NFPNO PR WwNOoO

100.0

(Table 2).

Employment Distribution by Industry:
1978 and Projected 1990 and 2000

U.S.
1978 1990
21.2% 21.8%
20.4 22.4
17.9 16.4
20.7 19.8
5.3 5.4
5.1 5.7
5.1 4.9
3.4 2.6
0.9 0.9
100.0 100.0

d Real Estate

Forestry,

Communication and Public Utilities
Fisheries and Other

Columns may not sum to 100% due to rounding

Juneau is the official

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

seat of State government, and the economy

of the Southeast region, where Juneau is located, is heavily dependent upon
estry, tourism and trade are also impor-

government employment. Fishing, for

tant to the region,

a fall-off in construction activity

timber and pulp.

stantial

New mineral
employment opportunities by the mid-1980s.

production

although at present the forestry

industry is depressed by

in Japan, the prime market for Alaskan

in the Southeast may provide sub-
A silver-zinc-lead mine

near Juneau and a molybdenum mine near Ketchikan are expected to be operative
problems are worked out.

in a few years,

thriving city of Anchorage,
city is an important seaport,
and international

as environmental and

financial

Two time zones westward from Juneau cn the southern coast is the

many of the national

and natural
Force Base.

located

in Anchorage.

gas development,
Although Juneau is the

Governmental

the financial

and commercial
an air transportation center, headquarters for
firms participating in North Slope oil
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hub of Alaska. The

2000

22.
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15.

100.
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including the 2800 civilians
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employed at Federal military installations, accounted for an estimated 27% of
total wage and salary jobs in Anchorage in 1980, a high percentage by average
U.S. standards, but a lower dependency on government employment than in the
other two major Alaskan cities.

Anchorage is at the center of a growing and diversified region of
Alaska. The Kenai Peninsula forms the southeastern coast of Cook Inlet, the
200-mile long entrance tothe port of Anchorage. O0Oil and gas production and
refining on the Peninsulaand in Cook Inlet account for about 50% of the
Kenai tax base; the Kenai National Moose Range provides an example of "compatible
use" between a wildlife preserve and the first oil field in Alaska. At the
southern end of the Peninsula is the port of Seward on the Gulf of Alaska, the
southern terminus of the 470-mile long Federally owned Alaska Railroad which
runs north to Anchorage, on through the agricultural Matanuska-Susitna
("MatSu") river valleys where a giant hydroelectric plant may eventually be
built, through Mt. McKinley National Park past the highest mountain in North
America, and past the Nenana coal field with the only operating mine in a
State that has purported coal reserves of almost 2 trillion tons. The northern
terminus of the railroad is Fairbanks.

In addition to being a government and military center (Fort Wainwright,
Fort Greeley and Eilson Air Force Base) and host to the main campus of the
University of Alaska, Fairbanks is the service and distribution center for the
interior and northern portions of the State. It has both benefited and suffered
from the construction of the Trans Alaska oil pipeline that runs from the
Arctic Ocean to the port of Valdez, just east of the Kenai Peninsula. Fairbanks
benefited from the trade and employment generated by pipeline construction
activity during the mid-1970s. But with the completion of the line in 1977,
unemployed construction workers flooded into the city looking for work.

Even before completion of the oil pipeline, Fairbanks in particular
and Alaska in general experienced high unemployment rates. The climate
and the predominance of outdoor or seasonal productive activities
like fisning, mining, drilling, lumbering and construction work cause un-
employment to be exceedingly high for many months each year. More importantly,
chronic rather than seasonal unemployment is caused by the widespread impression
in the Lower 48 that jobs and wealth are available in plenty in Alaska. The
result is that job-seekers, often with the wrong skills, pour into Alaska in
greater numbers than can be accommodated. Except for 1975, one of the years of major
pipeline construction, the average annual unemployment rate in Alaska has
been above the national average since 1970, and frequently highest in the nation.



Pache Halsey Stuart > ilelds Incorporated

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

Alaska U.sS.
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

Preliminary 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.

Since the completion of the Trans Alaska oil pipeline, North Slope
petroleum production has been a major factor in the Alaskan economy. Pipe-
line capacity increased from 720,000 barrels per day in 1977 to 1.5 million
barrels per day in 1980. Maximum design capacity is 2 million barrels per
day. In the older Kenai fields, oil production averaqges 100,000 barrels per
day. It has been conservatively estimated that at least one-third of the
labor force employed in Alaska is in one way or another dependent on the
petroleum industry.* This estimate takes into account the fact that approxi-
mately ... of State government revenues are derived from oil and gas taxes,
rents and royalties. Thus in the near term Alaska's economic strength and
State financial resources will be greatly influenced by trends in the world
price of petroleum. In the longer run, new mining operations, oil and gas
field discoveries and increased earnings from the Permanent Fund of accumulated
set-asides from the State's mineral-based revenues are expected to extend the
benefits of Alaska's depletable wealth far into the future.

PROSPECTS FOR ALASKAN MINERAL DEVELOPMENT

With the 1968 discovery of a large oil and gas reservoir near
Prudhoe Bay on the North Slope of the Brooks Mountain Range, Alaska jumped
to second place among the states in oil reserves and third place in natural
gas. The principal Prudhoe Bay reservoir, with remaining recoverable reserves
of approximately 8.4 billion barrels of oil and 27 trillion cubic feet of gas,
is larger than any oil field previously round in North America. Prudhoe Bay
oil currently supplies almost one-fifth of total U.S. oil production.

*Alaska Office of the Governor, The Alaska Economic Information and Reporting
System (Quarterly Report, October 1981).

—7-
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West of Prudhoe Bay on the North Slope, the Kuparuk field began
operating in December, 1981. It is now producing 80,000 barrels per day and
is expected to reach 250,000 barrels per day by 1986. Known recoverable re-
serves at Kuparuk are close to a billion barrels: total Kuparuk reserves are
estimated at 4-5 billion barrels.

Additional substantial oil finds are also anticipated in the State-
owned shallow waters of the Beaufort Sea to the east of Prudhoe Bay, but for-
mations here have yet to be proven.

At the present time the natural gas produced in conjunction with Nortl
Slope oil operations is being injected back into the Prudhoe Bay reservoir. A
project to pipe the gas through Canada along the Alcan Highway to the Lower 48
has been devised, an agreement between the U.S. and Canada was concluded
in 1977, and gas is already flowing from Canada to the Wester; U.S. through
completed segments. If the entire pipeline is completed, the Alaskan Natural
Gas Transportation System .vould be the largest privately financed project ever
undertaken in the world. Certain enabling legislation, including a waiver
package to permit precompletion billing, rolled-in pricing, producer equity
participation and other conditions submitted by the pipeline sponsors has
been passed by Congress, but escalating cost estimates and financing
problems continue to cause delay. Recent weakness in world petroleum prices
has raised additional doubts about the profitability of investing in the high-
cost Alaskan segment.

Alaskan non-petroleum mineral development was held up for many years
by uncertainties about land ownership, but Congressional passage of the Lands
Act in 1980 cleared the way for accelerated development. The largest of the
projects now proceeding involves exploitation of an estimated 2 billion pound
deposit of molybdenum sulfide located 75 miles from Ketchikan in the Southeast.
Production startup is currently scheduled for 1987.

Coal reserves in Alaska are estimated as high as 1.9 trillion tons.
Most Alaskan coal is found in four areas of the State: on the North Slope, in
the Nenana field south of Fairbanks, in the Susitna River Basin north cf
Anchorage and on the southeastern side of the Alaska Peninsula (including the
northwestern shore of Cook Inlet). The North Slope alone is estimated to con-
tain 1.8 trillion tons of coal, but 83% of the proven resources occur in the
other areas, chiefly the Nenana field where the producing Usibelli mine is located
and the Beluga field on Cook Inlet. Compared to the coal of Montana ar.d
Wyoming, Alaskan coal is slightly lower in sulfur content but also lower in
heating value and much higher in ash and moisture content. The chief ad-
vantage over mainland coal of proven Alaskan reserves is relative nearness to
marine ports and to Far Eastern markets, thus compensating for lower quality
with lower transportation costs.
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Ill. Fiscal Trends

Alaskan State revenues are strongly dependent on the world price
of petroleum. During the late 1970s, as oil prices rose so did State revenues.
However, weakening oil prices during the past two years have generated net
deficits in the State budget and reduced the large General Fund balances that
had accumulated by 1980. The Governor has therefore recommended that State
appropriations be cut back in Fiscal 1983.

Because of the projected decrease in oil and gas revenues, coupled
with a large relative amount of outstanding tax-supported debt, the Governor's
Fiscal 1983 budget also recommends that further general obligation borrowing
be suspended during the next two fiscal .years, and that capital outlays be
financed solely from general revenues. Fortunately, voters had the foresight
in 1976 to approve a constitutional aiendment creating a Permanent Fund which
receives a large percentage of mineral-based State revenues.* The principal
of the Fund is constitutionally required to be maintained in perpetuity;*>*
investment earnings from the Permanent Fund, however, are transferred to the
General Fund and c;re available for capital as well as operating expenditures.***
Income from the Permanent Fund should enable the State to implement the Governor's
Fiscal 1983 budget recommendations.****

*The original amendment provided that at least 25" of all mineral lease
rentals, royalties, royalty sale proceeds, Federal mineral revenue
sharing payments and bonuses received by tne State be olaced in the
Permanent Fur.d. subsequent legislation increased the Permanent Fund's
share to 50% for rents and royalties on mineral leases issued after
December 1, 1979 and to 50% for bonuses on mineral leases issued after
February 15, 1980. The principal balance of the Permanent Fund as of
December 31, 1981 totaled $2,960,670,000, including a required deposit
of nearly $1.3 billion during Fiscal 1981 and a special appropriation

of $900 million from the General Fund. A second legislative appropriation
to the Permanent Fund of $1.8 billion requires that at least $1.4 billion
be transfer*"d duringFiscal 1982 and any remainder during Fiscal 1983.

**No systematic prescription for maintaining the value of the principal in
terms of real purchasing power has yet been adopted.

***permarient Fund income is unlikely to be available for debt service .‘ecause
of U.S. Internal Revenue Service arbitrage rules. (See also Revenue
Ruling 82-101, issued by the IRS on April" 30, 1982, in connection with in-
direct srpport for Stateof Alabama G.0. bonds by income from the State's
Heritage Trust, an oil and gas revenue trust fund similar to the Alaska
Permanent Fund.)

****The 1980 Legislature appropriated 50% of distributable Permanent Fund income
as a direct dividend payment to Alaskan residents based on length of State
residency. However, the legislation has been challenged on constitutional
grounds and has not yet been implemented pending a decision by the U.S.
Supreme Court. The recent drop in oil-related revenues may induce re-
consideration of the proportional allocation of Permanent Fund income be-
tween private and public purposes.
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REVENUES, EXPENDITURES AND FUND BALANCES

Because of a State constitutional prohibition against dedicating
the proceeds of State taxes and licenses, appropriations from the General
Fund are required for almost every program in Alaska. General Fund revenues
increased strongly in Fiscal 1980 and Fiscal 1981, and responsive increases
in spending were legislated for Fiscal 1981 and Fiscal 1982. A drop in
projected revenues for Fiscal 1982 presages a large decrease in the General
Fund balance, although the total will still be substantial (Table 4).

Table 4. State of Alaska General Fund Revenues, Expenditures
and Balances, Fiscal 1977-82

(Millions of Dollars) January
Projection
FY 1977 FY 1978 FY 1979 FY 1980 FY 1981 FY 1982
Total Receipts $1,206 $1,099 $1,41>8 $2,793 $4,500 $4,336,
Total Expenditures 1,036 1,097 1.236 1,477 4,613 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.

Sources of State revenue, detailed in Table 5, are predominantly
oil and gas-related. The State has no sales tax. The State personal income
tax was repealed in September, 1980, retroactive to calendar year 1979, and
income taxes already paid or withheld were refunded in Fiscal 1981. Table 6
highlights the sharp contrast between Alaskan revenue sources and the U.S.
average distribution. Alaska receives negligible sales tax revenue (none at
the State level) and transfer payments fron the Federal Government provide a
relatively small proportion of the total.* The Alaskan revenue distribution
is clearly overwhelmed by oil and gas corporate** and severance taxes,***
royalties, leases and bonus payments from the sale of mineral leaseholds.

*Alaska, however, receives a larger amount of Federal outlays than its
citizens pay to the Federal Government in taxes. U.S. Department of
Interior expenditures in Alaska were fourth highest among the states
in 1979 and Federal defense is also a prime source of Alaskan income.
In 1979, U.S. Department of Defense expenditures in Alaska were over
$1,500 per resident, three times the national average.

**The constitutionality of the oil and gas corporation income tax is under
litigation but the companies continue to pay the tax under protest. An
adverse court ruling could require repayment of more than $1 billion.
Furthermore, recent legislation has significantly reduced the future
amounts that will he derived from this tax.

***0il and gas severance taxes were raised in Fiscal 1982 according to a

phased-in formula, and the severance tax was extended to other mineral

production.
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Table 5. Alaska

Unrestricted Revenue

Taxes
0il 6 Cos Corporace Income*1

0il 6 Gas Production

Petroleum Real Property

0il 6 Gas Reserves

Individual Income

Ochet Corporace Income

Fuel

Fish

Ocher Taxes

Natural Resource Revenues
0il S Gas Royalties
Sale of Scace Land
Fedaral
Lease Rencals,
Ocher Nacural

Othor Unrescrlccr™- Revenues
Interest Earned
Licenses 4 Pernlcs
Transportation Foes
Ocher

Rescrlcced Revenue
Federal Crants-In-Ald
Other Rascrlcced Revenue

TOTAL CENERAL FUND REVENUE
INTERAGENCY RECEIPTS
NET TRANSFERS 4 ADJUSTMENTS

TOTAL CENERAL FUND NET RECEIPTS

Operating Expendlcurea
(Current FY Appropriations)
Educadon
Social Services
Health
Nacural Reaourcos
Public Protection
Adalnlacratlon of Jueclca
Development
Transportation
Genoral Government

Capital Expandlturea
(Current FY Approorlaclone)
Educaclon
Social Sarvlcee
Health
Nacural Raaourcaa
Public Procecdon
Administration of
Development
Transportation
Ceneral Government

Jueclca

TOTAL GENERAL FUND EXPENDITURES OF
CURRENT FY APPROPRIATIONS
EXPENDITURES OF PRIOR FY APPROPRIAT

TOTAL CENERAL FUND EXPENDITURES

EXCESS (DEFICIENCY) OP RECEIPTS
OVER EXPENDITURES

""Tha “separata accounting™”
modified ef(active January
candy
. that
.Severance Tax.

Shared Resource Revenues
Bonuses & Royalties
Resource Revenues

General Fund Recelocs and Exoendlcures, Fiscal 1977-81
(Millions of Dollars)

FY 77 FY 73 FY 79 FY 30 FY 31
S 877 S 768 S1.117 52.467 §3.702
752 542 799 1.411 2.293

- - 233 547 360

24 108 174 506 1,170
139 1/j 163 169 144
271 - —_
210 146 117 100 7d
36 34 25 13 39

20 23 22 26 23

4 6 12 15 21

48 53 53 29 29

45 139 207 339 1.150

34 127 138 506 1,113

2 2 3 4 4

1 4 4 5, 9

4 2 2 320% 12

3 3 4 4 6

81 88 m 218 259

37 43 59 1 154

13 19 20 [p 21

18 16 20 22 25

3 10 13 30 59

244 246 235 242 219
230 233 220 2 201
15 13 14 18 13
1,122 1,014 1,352 2,709 3,921
65 59 74 72 153

20 25 33 12 426
1,206 1,099 1,458 2,733 4,500
778 353 983 1,126 3,129
306 333 339 440 356
90 101 114 131 167

47 61 71 73 100

59 63 63 83 118

20 25 26 29 36

67 71 80 35 101

41 43 50 63 162

97 96 113 130 132

51 61 71 86 1,737*
190 132 178 249 1,370

6 3 25 50 51

1 negligible 1 a 6

2 1 1 1 6

5 4 8 18 42
nugllglbla  negligible 3 2 3
1 1 1 1 9

6 7 3 39 403

135 147 104 92

34 18 28 55 g;%h
949 1035 1,161 1,3*0 4,499
I0NS1 68 62 75 101 114
1,036 1,097 1,236 1,477 4,b13
170 2 222 1,316 (113)

1932,
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Table 6. Fiscal 1980 State Revenue Comparisons: Alaska and U.S. Average
Alaska U.sS.
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
Tax Revenue per capita0 $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

alncludes 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
FY 1980).

For Alaska,
~and the mineral
nCalendar 1980 population.

Calendar 1980 personal

includes the oil

Source: U.S.

leases bonus ($340 million

Bureau of the Census,

production (severance) tax ($496 million

produ*tlon royalty ($552 million in F"

in FY 1980).

income.

Governmental

in

1980)

Finances 1979-80 (1981).
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From Table 5 once again, it can been seen that the expenditure pattern
for Fiscal 1981 was unusual. In that year, operating expenditures were augmented
by a $900 million transfer from the General Fund to the Permanent Fund,a mortgage
portfolio transfer from the State Treasury and other large payments to the
Alaska Housing Finance Corporation, and refunding of personal income taxes.
Before 1981, the more normal distribution of General Fund current operating
expenditures allocated roughly 40% to education, over 10% each to transportation
and social services, and lesser amounts to the other program categories. On
the capital expenditures side, well over half of the total went to transportation
projects in the earlier years, with economic and natural resource development
receiving increasing allocations during the 1980s. Fiscal 1981 capital ex-
penditures were augmented by the Native Claims Settlement final payment (pursuant
to the Alaska Native Claims Settlement Act of 1971) and the establishment of a Rainy flay
Fund within the General Fund as a contingency reserve for emergencies.*

Transportation is a particularly significant budget item in Alaska
because of the State's extended expanse, formidable terrain, and wide dis-
persion of its population. Alaska has only 2,100 miles of paved highway
and approximately 600 miles of railroad track.** Far and away the most im-
portant means of transportation in Alaska is the airplane, an expensive but
essential mode of travel. Airports serve not only the resident population but
also the international traffic that passes over the polar routes between Europe
or North America and the Orient with refueling stops at Fairbanks or Anchorage.
Second in importance to air transport is shipping; construction and maintenance
of port and harbor facilities also comprise large items in the Alaska State, budget.

In July, 1981, a special session of the Alaska State Legislature
passed a joint resolution proposing a constitutional amendment to limit annual
State appropriations to not more than $2.5 billion, with formula adjustments
for increases in population and inflation.*** The limit may be exceeded, sub-
ject to voter approval, for appropriations to the Permanent Fund and for capital
outlays. The amendment will be submitted to the voters in November, 1982, to
be effective in Fiscal 1*984, and must be reaffirmed by referendum in November, 1986,
for permanent ratification.

*0f the $340 million c rrently in the Rainy Day Fund, $5 million apiece
may be transferred annually, without further legislative appropriation,
to the Disaster Relief Fund and the Fire Suppression Fund.

**The principal highway system consists of two widely separated routes
between Anchorage and Fairbanks. The Federally-owned Alaska Railroad
also runs through Anchorage to Fairbanks, and another railroad runs from
Skagway in the Southeast into British Columbia.

***Certain expenditures, including General Obligation bond debt service and
appropriations of revenue bond proceeds, are exempted from the ceiling.
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Table 7 compares Fiscal 1980 Alaskan expenditures and their pro-
grammatic distribution with the U.S. state averages for that year. Per
capita State expenditures in Alaska were four and a half times as large as
the U.S. state average in 1980, and local Alaskan governmental expenditures
were more than twice the average. Higher than average proportions of the
Alaska State budget were spent on education, environment and general ad-
ministration, while lower than average proportions (but not per capita
dollar amounts) were allocated to welfare payments and transfers to local
governments. Above all, the distribution of Alaskan State expenditures was
strongly tilted toward capital outlays, as may be expected in an under-
developed land experiencing rapid economic growth.

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

Alaska U.sS.
State & States &
State Localities States Localities
Total Expenditure ($Millions) 2,033 2,723 257,812 434,073
Distribution by Function (%)
To Federal Government - ¢ 1% ¢
To Local Government 17% - 32 -
Education 18 27% 14 31%
Public Welfare 6 4 13 U
Health & Hospitals 2 2 6 7
Other Social Services 1 1 1 1
Highways 9 8 %: 8
Other Transportation 3 2 1
Public Safety 3 5 3 6
Environment & Sanitation 6 7 6
Housing & Urban Renewal 1 2 1
Governmental Administration 6 7 3 4
Interest on General Debt 4 8 3 3
Insurarce Trust Expenditure 5 4C 10 7
Liquor Store Expenditure - 1 1
Utility Expenditure “J 4. 1 8
Other 21 19 3 5
Expenditure per capita0 $5,058 $6,776 $1,138 $1,916

included in Tables 4 and 5.
Columns may not sum to 100% due to rounding.
~Negligible.
For Alaska, "Other Expenditures™ are primarily direct capital outlays.
Calendar 1980 population.

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



