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CHAIR THOVAS WAGONER called the Senate Conmunity and Regional
Affairs Standing Cormmittee neeting to order at 1:30 p.m Present
were Senators Elton, Lincoln and Chair \Wagoner.

The business to cone before the commttee was SB 51.

#SB 51
SB 51- BONDS OF BOND BANK AUTHORI TY

DEVEN M TCHELL, Executive Director Alaska Minicipal Bond Bank
Authority (MBBA), testified via teleconference to explain the

bill requests a twofold increase in the statutory lending limt
for the bond bank. First is a request to increase the cunul ative
limt on borroning from $300 million to $500 mllion. This

request is in anticipation of reaching the $300 mllion limt
this fiscal year and exceeding the limt next fiscal year. The
second request is to increase the annual limt from $50 mllion
to $75 mllion.

The MBBA is a public corporation of the State of Al aska created
in 1975 whose purpose is to reduce the cost of capital for
Al askan nmunicipalities. This in turn reduces the cost of capital
for the state since the state participates in |ocal borrow ng
through the school debt reinbursenment and other reinbursenent
prograns. The requested increase does not have a direct cost to
the general fund because the MBBA has sufficient reserves in
place to continue the program using the same structure for
future borrowers.

The MBBA saves noney for comunities by issuing MBBA bonds on
the open narket. They are secured by the underlying credit of
the municipality applying for the loan, the ability to intercept
certain state revenues that mght flow to a community if there
were a default, and a noral obligation pledge by the State of
Al aska. The conbination of credit features results in a strong
investnment grade rating for the bonds and correlates to a | ower
cost of capital for projects. Also in the equation is how
frequent the bond bank is in the market, nane recognition in the
mar ket pl ace, and project efficiency.

The request for quick action stens from the fact that current

applications exceed the annual Iimt on revenue bond issuance.
To date Juneau revenue bonds have been approved and Ketchikan
Public Uilities has issued a revenue bond. The $19 nillion

revenue bond application fromthe Gty of Valdez would put the
annual total above the $50 million cap. If the authorization is
not in place in a tinmely manner, either tw series of bonds

SENATE CRA COW TTEE - 2- February 12, 2003



would be required or Valdez would have to fund the project in
anot her way. Either option would increase costs to the city.

SENATOR ELTON asked for verification that neither the change to
the annual cap nor the change to the ultinate cap affects the
bond rati ngs.

MR MTCHELL verified there would be no inpact to the bond
ratings. The way MBBA borrows and secures noney would remain the
sanme for future borrow ngs.

SENATOR LINCOLN asked when the $50 nillion cap was |ast
adj ust ed.

MR MTCHELL didn't believe it had ever been adjusted. The
revenue program of the bond bank cane into existence nmuch |ater
than the general obligation program Revenue bonds were first
i ssued through the bond bank in the early 1980s and that cap was
put in place in 1983 as part of the legislation that allowed
revenue bond issuance. He opined the caps were put in place
because the bond bank issues bonds that are noral obligations of
the State of Alaska neaning there is a reserve fund that is
pl edged to the bonds and if a community fails to pay the debt
service then the state would pay whonever bought the bonds. The
reserve fund would be used to pay the debt service and MBBA
woul d subsequently ask the legislature to replenish the reserve.
That has never happened in the history of the bond bank, but it
is worthy of consideration and why limts were placed in
statute.

There were no further questions for M. Mtchell.

DAVE DENGEL, Valdez City Mnager, testified via tel econference

in support of SB 51. If the annual limt is not increased, the
city will be required to issue a $14 mllion bond in March and a
$5 million bond after July 1°. Issuing two bonds rather than one

would cost the city an additional $9 thousand, which is noney
that could be nore productively spent el sewhere.

There was no further testinony.

CHAIR WAGONER <called for a notion to move the bill from
committee with unani nbus consent.

SENATOR LI NCOLN made a notion to nove SB 51 from conmmittee with
i ndi vi dual recomrendati ons.
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There being no objection it was so ordered.
#

CHAI R WAGONER announced there would be no neeting on Wdnesday
February 19, 2003 so nenbers could attend the HES neeti ng.

There being no further business to conme before the commttee,
Chai r Wagoner adjourned the neeting at 1:50 p. m
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