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BY THE RULES COMMITTEE BY
1 IN THE H OUSE REQUEST OF THE GOVERNOR

2 H OUS E BIL L NO. 293

3 IN THE L EGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - FIRST SESSION

5 A  BILL

6 For an Act entitled: "An Act relating to municipal default on bonded in-

7 debtedness; establishing the Municipal Financial

8 Emergency Commission; and providing for an  effective

9 date."

10 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

11 * Section 1. LEGISLATIVE FINDINGS. The legislature finds that

12 (1) while the power of municipalities to contract debt for capital

13 improvements is granted by the Ala ska  Constitution, revenues that may be

14 raised to repay the debt are limited by the extent to which the state has

15 delegated taxing authority to the municipalities u n d e r  art. X, sec. 2 of

16 the Alaska Constitution;

17 (2) the state has a strong interest in debt issuance by municipali-

18 ties because of the impact on state revenue as a result of municipal as-

19 sessment to repay debt and because of the effect on the marketability of

20 bonds issued by the state and its agencies, by public corporations of the

21 state, by other municipalities, and by the Alaska Municipal Bo n d  Bank Au-

22 thority;

23 (3) bonds issued by municipalities are not legal obligations of the

24 state, nor are the bonds supported by the moral obligation of the state;

25 and

26 (4) it is in the public interest, and is declared to be a public

27 purpose, to promote the prosperity and general welfare of all the people of

28 the state by assisting in the development and implementation of refinancing

29 plans for municipalities that have defaulted on outstanding debt.
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1 * Sec. 2. AS 29.58 is amended by adding ne w sections to read:

2 ARTICLE 7. DEFAULT ON BONDED INDEBTEDNESS.

3 Sec. 29.58.400. MUNICIPAL FINANCIAL EMERGENCY COMMISSION. (a)

4 The Municipal Financial Emergency Commission is est ab lis he d in the

5 D epartment of Community and Regional Affairs.

6 (b) The members of the c ommission consist of the com mi ssioner of

7 the Department of Community and Regional Affairs, the comm is sio ne r of

8 the Department of Revenue, and the commissioner of the Department of

9 Administration. Members of the commission may  appoint a designee to

10 serve on the commission.

11 (c) The commissioner of the Department of Community and Regional

12 Affairs shall chair the commission. A q uo r u m  of the co mm i s s i o n  con-

13 sists of two members.

1 4  (d) The commission may em pl oy staff as is necessary to accom-

1 5  p l i s h  the purposes of the commission.

16 Sec. 29.58.410. DUTIES A N D  POWERS OF THE COMMISSION. (a) Upon

1 7  receipt of a w r i t t e n  notice of a default by a municipality, as provid-

18 ed in AS 29.58.420, the Mu nicipal Financial Emergency C o m m i s s i o n  may

1 9 (1) investigate the defaulting municipality's fiscal af-

20 fairs, consult w i t h  the assembly or council of the d e f a u l t i n g  munici-

21 pality, and negotiate with creditors in o r der  to assist the municipal-

22 ity in developing a plan for satisfaction of the outstanding debt;

2 3 (2) direct a state agency hold in g money on behal f of or

24 payable to the defaulting m un icipality to pay the money either to the

25 commission for payment to creditors, or to the defaulting municipality

26 for d isposition as required u n d e r  an adopted plan;

2 7 (3) determine w h e t h e r  a proposed plan is fair and equitable

28 and wit hi n the ability of the defaulting municipality to meet, and, if

2 9 so, enter an order finding that it is fair, equitable, and w i t h i n  the
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1 a b il ity  of the m u n i c i p a l i t y  to meet;

2 (4) advise the d e f a u l t i n g  m u n i c i p a l i t y  to take the neces-

3 sary steps to implement the plan;

4 (5) o r d e r  the d e f a u l t i n g  m u n i c i p a l i t y  to take the n e c e s s a r y

5 steps to implement the p l a n  if the m u n i c i p a l i t y  fails to implement the

6 pl a n  w i t h i n  30 days after r e c e iv ing  the a d v i c e  of the co mm i s s i o n  to

7 implement the plan;

8 (6) require p e r i o d i c  reports o n  the defaulting mu n i c i p a l i -

9 ty's financial affairs d u r i n g  the p er i o d  in w h i c h  the p l a n  is imple-

10 mented;

11 (7) approve or reject the d e f a u l t i n g  m un icipality's annual

12 budget or dinance during the per io d in w h i c h  the plan is implemented;

13 (8) approve or  reject the is su an ce  of additional bonds,

14 notes, or o th er  debt, w h e t h e r  short- or long-term, during the p e r i o d

15 in w h i c h  the p l a n  is implemented;

16 ( 9)  impound the books and records of a defa ult in g m un ic i-

17 pali ty  and assume full contr ol  of its fin an ci al affairs, i n c l u d i n g  the

18 levying of taxes, e x p e ndi tu re  of money, and  ad op ti on of budgets, if

19 the m u n i c i p a l i t y  fails to implement a plan, or if, in the o p i n i o n  of

20 the commission, the d e f a u l t i n g  m u n i c i p a l i t y  wil l default o n  a future

21 debt service payme nt u n d e r  the pla n if the financial po li c i e s  and

22 practices of the m u n i c i p a l i t y  are not improved; and

23 (10) order a d e f a u l t i n g  m u n i c i p a l i t y  to pay for the cost of

24 d ev el op ing  and i m pl em en ti ng a plan.

25 (b) The p o w e r  and aut ho ri ty  g r a n t e d  to the commission continues,

26 w i t h  respect to a d e f a u l t i n g  municipality, u n ti l the c o m m i s s i o n  is

27 sat is fi ed  that the d e f a u l t i n g  m u n i c i p a l i t y  has per fo rm ed or  w i l l

28 p e r f o r m  the duties r eq ui re d of it in the plan, and until a gr ee m e n t s

29 made w i t h  the d e f a u l t i n g  m u n i c i p a l i t y ' s  c r e di to rs  have b ee n  p e r f o r m e d
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(c) Th e c o m m i s s i o n  is a u t h o r i z e d  to take all actions n ecessary

to a c c o m p l i s h  the pu rp os es of AS 2 9 . 5 8 . 4 0 0  -- 29.58.490, including,

but not re str i c t e d  to, the auth or ity  to issue su bpoenas ne cessary for 

the p r o d u c t i o n  of do cuments and the autho ri ty  to issue orders. A 

s u p e r i o r  court may, u p o n  a p p l ic at io n o f  the commission, compel o b e d i­

ence w i t h  a s ubpoena or o rder is su e d  by  the commission.

Sec. 29.58.420. NOTI CE  OF D EF AUL T.  (a) A  municipality shall 

give not i c e  of default to the c o m m i s s i o n e r  of community and regional 

affai rs w i t h i n  10 c al end ar  days a f t e r  actual k n o w le dg e of the default.

(b) A cr editor may give no ti c e  to the c o m mi ssi on er  of co mmunity 

and r eg io na l affairs any time af te r a default by a municipality.

(c) A m u n i c i p a l i t y  may request t he  a ssistance of the commis si on

at any time before default if, in the judgment of the municipality,

as si s t a n c e  from the c ommission wi l l  assist the m u n i c i p a l i t y  in r e l i e v­

ing fina nc ial  distress.

Sec. 29.58.430. ACTI ON  U P O N  R E C E I V I N G  N O T I C E  OF DEFAULT. The 

c o m m i s s i o n e r  of comm un ity  and r e g i o n a l  affairs shall convene a m e e t i n g  

of the c o mmi ss io n w i t h i n  15 days a f t e r  the receipt of a notice of d e­

fault, or of a request for a ssistance, under A S  29.58.420. T h e  d e­

faul t i n g  m u n i c i p a l i t y  must be g i v e n  n oti c e  of th e meeting, and shall 

send a n  a u th or iz ed represe nt ati ve  to the m e e t i n g  to represent the 

d e f a u l t i n g  m u n i c i p a l i t y  during the dev elo pm en t of a plan  under A S  29.- 

58.410.

Sec. 29.58.440. STAY OF C O U R T  PROCEEDING. (a) A  p r o c e e d i n g  

i n i ti at ed  in court by a creditor m u s t  be stayed until 90 days after 

the first m e e t i n g  of the cortmiission following the  receipt of the n o­

tice of default by the comm is sio ne r of co mmunity and regional affairs.

(b) The court may grant one o r  more  30 -d ay  extensions of the

i n  a c c o r d a n c e  w i t h  t h e  p l a n .



...................... ...... .

1 stay, at the request of the commission, unless the court finds that

2 the defaulting municipality or the commission has not made a good

3 faith effort to negotiate a plan under AS 29.58.410.

4 Sec. 29.58.450. BANKRUPTCY PETITION. AS 29.58.400 -- 29.58.490

5 do not limit or otherwise affect the authority of a municipality to

6 file a petition in bankruptcy under 11 U.S.C. secs. 901 -- 946.

7 Sec. 29.58.460. PENALTY. A  municipal official, employee, or

8 agent who knowingly violates a pr ovision of a pl a n  developed under

9 AS 29.58.410 is guilty of a class C felony.

10 Sec. 29.58.490. DEFINITIONS. In AS 29.58.400 -- 29.58.490,

11 (1) "commission" means the Municipal Financial Emergency

12 Commission;

13 (2) "creditor" means a person having standing to bring an

14 action for default on outstanding debt against the defaulting munici-

15 pality;

16 (3) "default" means the failure by a municipality to pay an

17 installment of principal or interest on its outstanding debt, on or

18 before the due date;

19 (4) "defaulting municipality" means a municipality that has

20 defaulted, or which continues to be subject to the jurisdiction of the

21 commission after the implementation of a plan under AS 29.58.410;

22 (5) "outstanding debt" means revenue anticipation notes,

23 bond anticipation notes, general obligation bonds, revenue bonds, or

24 refunding bonds issued under this chapter.

25 * Sec. 3. This Act takes effect immediately in accordance w ith AS 01.-

26 10.070(c).
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