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OPERATING EXPENDITURES

Pension Obligation Bonds

Representative Hawker
House Ways and Means

     The bill expands the powers of the Alaska Municipal Bond Bank Authority (Bond Bank) and the State Bond 
Committee (SBC) anc creates the Pension Obligation Bond Corporation (POBC) for the purpose of issuing obligations 
to provide funds to prepay unfunded accrued actuarial liabilities of the retirement systems.  The premis of undertaking 
this type of transaction is borrowing at rates that are at least 1.5% lower than the actuarial assumed rate of return on the 
pension funds (8.25%).  
     The fiscal note is indeterminate in cost as it is uncertain how or if a transaction will develop if the legislation is 
passed.  If a transaction is undertaken it is likely that it will be of considerable size, up to several billion dollars, and 
occur  in FY 2008.  Contractual costs include rating agency fees, financial advisor, bond counsel, printing, cusip service, 
underwriting, & other miscellaneous costs would need to be funded in the year of issuance as well as ongoing costs for 
administrative monitoring and cost of contractors over the life of the bonds.


