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"An Act m a k i n g  a continuing appro p r i a t i o n  for the payment of debt aervle « 
o n  general obligation bond? o f  the state, bond a nticipation notes, and 
revenue a n ticipati on notes; and p r o v i d i n g  for an effective date."

C O M M I T T E E  R E P O R T

1/29/76 H O U S E

M r .  S p e a k e r :

The  Comm i t te e  on FINANCE has. had HB 669
u n d e r  c o n s i d e r a t i o n .  A M a j o r i t y  o f  t h e  me mb e r s  o f  t h e  C o m m i t t e e  

( ) r e c o m m e n d s  i t  DO PASS

( ) r e c o m m e n d s  i t  DO NOT PASS

( ) r e c o m m e n d s  i t  DO PASS WI TH ATTACHED AMENDMENT(S)

( ) r e c o m m e n d s  i t  BE REPLACED WI TH CS FOR . ;  J____________ AND THAT

CS FOR < r ____________________________ DO PASS

( ) " d . i d "  r e c o mme n d s  i t  BE REFERRED TO THE ___________________________________________________

COMMITTEE

( ) r e p o r t s  i t  b a c k  WITHOUT RECOMMENDATION 

( ) " o t h e r "

Memb e r s  s i g n i n g  t h e  M a j o r i t y  r e p o r t :

Me mb e r s  NOT c o n c u r r i n g  i n  t h e  M a j  o r i t y r e p o r t :

________________________________________________  r e c o m m e n d s :

________________________________________________ r e c o m m e n d s :

________________________________________________ r e c o m m e n a s :

__________________  r t c o m m e n d s :

r e c o m m e n d s :

Cha i rman
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request of the Governor

IN T H E  H O U S E B Y  THE F I N A N C E  C O M M I T T E E  

CS F O R  H O U S E  B I L L  NO. 669 

IN T H E  -LEGISLATURE O F  THE S T A T E  OF A L A S K A  

N I N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A B I L L

F o r  a n  Act ent i t l e d:  "An Act m a k i n g  a c o n t i n u i n g  a p p r o p r i a t i o n  for the p a y­

me n t  of debt s e r v i c e  on g e n e r a l  o b l i g a t i o n  b o n d s  o f  the 

state, b o n d  a n t i c i p a t i o n  notes, an d  revenue a n t i c i­

pa t i o n  notes; and p r o v i d i n g  f o r  an e f f e c t i v e  da t e . "

B E  I T  E N A C T E D  BY T H E  L E G I S L A T U R E  O F  THE S T A T E  O F  ALASKA:

" S e c t i o n  1. AS 37*15 is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  t o  read:

A R T I C L E  'I. M I S C E L L A N E O U S  P R O V I S I O N S .

Sec. 37.15*600. A N N U A L  A P P R O P R I A T I O N ,  (a) T h e r e  is a p p r o p r i a t e d  

e a c h  f i s c a l  y e a r  fro m  the g e n e r a l  fund  th e  a m o u n t  n e c e s s a r y  for the 

p a y m e n t  of  the p r i n c i p a l  of and  i n te r e s t  on a l l  g e n e r a l  o b l i g a t i o n  bonds 

of the s tate a u t h o r i z e d  b ef o r e  or a f t e r  the e f f e c t i v e  dat e  of thi s  s e c­

tion in a c c o r d a n c e  w i t h  art. IX, sec. 8 of the A l a s k a  C o n s t i t u t i o n ,  as 

t he p r i n c i p a l  a n d  i n t e r e s t  b e c o m e s  d u e  a n d  payable.

(b) T here is a p p r o p r i a t e d  eac h fi s c al  y e a r  f r o m  t h e - g e n e r a l  fund

the a m o u n t  n e c e s s a r y  for the p a y m e n t  o f  i n t e r e s t  on b o n d  a n t i c i p a t i o n
/ ) [  • . !  . . t f  • - / - / • - <  „  • ' i  . /  f  v ,  - f

n o t e s i s s u e d  funder AS 'I3.08yin a n t i c i p a t i o n  o f  g e n e r a l  o b l i g a t i o n  bonds

C'-'-OuV
of the state. "

C . : I  ------
(c) The bond c o m m i t t e e  s h a ll  su b m i t  a r e p o r t  to the l e g i s l a t u r e  by

the t h i r d  M o n d a y  of e a c h  J a n u a r y  s e t t i n g  out in d e t a i l  the a m o u n t  appro-!

p r i a t e d  from the g e n e r a l  f und u n d e r  this s e c t i o n  for the p r e v i o u s  f i s c a l 1 

year, the a m o u n t  a n t i c i p a t e d  in the c u r r e n t  f i s c a l  year, a n d  a n  a m o u n t  

f o r e c a s t  for the nex t fiscal year.

* Sec. 2. AS h3.08 is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. '13.08.035. A N N U A L  A P P R O P R I A T I O N ,  (a) T h e r e  is a p p r o p r i a t e d  !

-1- C S H B  669
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e a c h  f i s c a l  year f rom the g e n e r a l  f und the a m o u n t  n e c e s s a r y  for the

I 2
p a y m e n t  of i n t e r e s t  on r e v e n u e  a n t i c i p a t i o n  no t es .

3 3
(b) T h e  c o m m i s s i o n e r  s h a l l  su b m i t  a r e p o r t  to  the l e g i s l a t u r e  by

3 .1 the t h i r d  M o n d a y  of e a c h  J a n u a r y  s e t t i n g  out in d e t a i l  th e  a m o u n t  a p p r o­

| 5 p r i a t e d  fr o m  the g e n e r a l  f und u n d e r  t his s e c t i o n  f o r  t h e  p r e v i o u s  fiscal

|j 6 year, the amou n t  a n t i c i p a t e d  d u r i n g  the c u r r e n t  f i s c a l  year, an d  an

1 2
a m o u n t  f o recast for the nex t  f i s c a l  year.

3 8
* Sec. 3. Thi s  Acc t akes eff ec t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS 01.1 0 . -

y 9 070(c).
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F o r  an Act  entitled:

Introduced: 1/29/76
Referred: Finance

B Y  T H E  R U L E S  C O M M I T T E E  B Y  
IN T H E  H O U S E  R E Q U E S T  O F  T H E  G O V E R N O R

H O U S E  B I L L  NO. 669

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

N I N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A B I L L

"A n  Act m a k i n g  a c o n t i n u i n g  a p p r o p r i a t i o n  for the 

p a y m e n t  of de b t  s e r v i c e  on g e n e r a l  o b l i g a t i o n  b o n d s  

of the state, b o n d  a n t i c i p a t i o n  notes, a n d  r e v e n u e  

a n t i c i p a t i o n  notes; and p r o v i d i n g  f o r  a n  e f f e c t i v e  

d a t e ."

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  ALASKA:

* S e c t i o n  1. AS 37.15 is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

A R T I C L E  3. M I S C E L L A N E O U S  P R O V I S I O N S .

Sec. 3 7 .1 5 . 8 1 5 .  A N N U A L  A P P R O P R I A T I O N .  (a) T h e r e  is a p p r o p r i a t e d

e a c h  fiscal y e a r  f r o m  the g e n e r a l  fu n d  the sum of m o n e y  n e c e s s a r y  for

the p a y m e n t  of the p r i n c i p a l  of an d I n t e r e s t  on all g e n e r a l  o b l i g a t i o n  

b o n d s  of the s tate a u t h o r i z e d  be f o r e  or a f t e r  the e f f e c t i v e  date of 

this s e c t i o n  in a c c o r d a n c e  w i t h  art. IX, sec. 8 of the A l a s k a  C o n s t i t u­

tion, as the p r i n c i p a l  a n d  i n t e r e s t  b e c o m e  due an d  p a y a b l e .

(b) T h e r e  is a p p r o p r i a t e d  e a c h  f i s c a l  y e a r  f r o m  the g e n e r a l  fund 

the sum of  m o n e y  n e c e s s a r y  f o r  the p a y m e n t  of I n t e r e s t  on b o n d  a n t i c i -  

p a t l o n  n o t e s  i s s u e d  in a n t i c i p a t i o n  of g e n e r a l  o b l i g a t i o n  bondsi/and

,*J / V S  */3.
on r e v e n u e  a n t i c i p a t i o n  n o t e s ^

# Sec. 2. T h i s  Act t a k e s e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i f h  AS 01.- 

1 0 . 0 7 0 ( c ) .
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M Y  S. h'AMMOND, Covcrnor

M P A R T M E N T  O F  R E V E N U E

WMfl/flK WWSM /  P O O  SB-JUNEAU 93801

February 11, 1976

LCE:ge
Enclosures

The Honorable Hugh M alone 
Chairman, House F i n a n c e  Committee 
State Capitol 
Juneau, A las ka 99811

Dear Mr. Malone:

During t e s t imony before your Committee last F r i d a y  you 
asked me to draft suggested sections that would provide a debt 
service report in HB 669 (an Act makinc a continuing a p p r o­
priation for debt s e r v i c e ) .

I have attached a redraft of HB 669 that now includes 
reporting sections for General Obliga tion bonds and notes 
and separately for Revenue Anti cipation Notes. This draft 
version of HB 669 also revises the sections' citations to the 
Alaska Code and makes similar housekeeping changes without 
substantive impact. All changes have been reviewed and approved 
by Commissioner of Revenue and the Atto rney General's office.

I have also enclosed several copies of the state's current 
Official Stateme nt issued as part of a February 17 bond sale 
and a summary of all State bond rating ceilings. I recall you 
asking a question about bond interest rate ceilings in other 
s t a t e s .

I will be pleas ed to reappear and testify before your 
Committee re garding HB 669 or any other m e asure at your 
convenience.

Eppenbach 
ssioner, Treasury

I



s Introduced: 1/28/76
Referred: F i n a n c e

IN THE HOUSE

H O U S E  B I L L  NO. 669

IN THE L E G I S L A T U R E  OF T H E  S TATE OF A L A S K A

N I N T H  L E G I S L A T U R E  - S ECOND S E S S I O N

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  m a k i n g  a  c o n t i n u i n g  a p p r o p r i a t i o n

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF T H E  S T A T E  OF ALASKA:

* S e ct ion 1. AS 37.15 is a m ended by a d d i n g  a n e w  s e ction 

to read:

A R T I C L E  4. M I S C E L L A N E O U S  PROVISIONS.

Sec. 37.15.600. A N N U A L  APPROPRIA TION. (a) T h e r e  is a p p r o­

priated each  fiscal y e a r  from the general fund the a m o u n t  n e c e s s a r y  

for the p a y m e n t  of the p r i n cip al of and i n t e r e s t  on al] general  

o b l i g a t i o n  bonds of the state a u t h o r i z e d  b e f o r e  or a f t e r  the 

e f f e ctive  date of this section in a c c o r d a n c e  w i t h  Art. IX, 

sec. 8 of the A l a s k a  Constitution, as the p r i n c i p a l  and i nterest 

becomes due and payable.

g e neral fund the a m o u n t  n e c e s s a r y  for the p a y m e n t  of i n t e rest on 

bond a n t i c i p a t i o n  notes issued in a n t i c i p a t i o n  of g e n eral 

o b l i g a t i o n  bonds. O P  7 ' H t

l e g i s l a t u r e  by the third M o n d a y  of each J a n u a r y  setting out in 

detail the a m o u n t  a p p r o p r i a t e d  from the g e n eral fund under this 

section  for the p r e vious  fiscal year, the a m o u n t  a n t i c i p a t e d  in

k f o r  t h e  p a y m e n t  o f  d e b t  s e r v i c e  o n  g e n e r a l  

o b l i g a t i o n  b o n d s  o f  t h e  s t a t e ,  b o n d  a n t i c i -\
p a t i o n  n o t e s ,  a n d  r e v e n u e  a n t i c i p a t i o n  n o t e s  

a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

(b) T h e r e  is a p p r o p r i a t e d  each fiscal year from the

(c) The bond c o m m i t t e e  shall s ubmit a r epo rt to the

the c u rre nt fiscal year, 

fiscal year.



* S e ct ion 2. AS 43.08 is a m e nded by a d d i n g  a n e w  section 

to read:

Sec. 43.08.035. A N N U A L  A P P R O P R I A T I O N .  (a) There is 

a p p r o p r i a t e d  each fiscal year  from the g e ner al fund the a mount
f

n e c e s s a r y  for the p a y m e n t  of i n t erest on r e v e n u e  a n t i c i p a t i o n  

notes^ i£s<je o  /(*$

v  (b) The c o m m i s s i o n e r  shall s ubmit a r e p o r t  to the legis-

\ lature by the third M o n d a y  of each J a n u a r y  s e t ting o u t  in detail 

the amount a p p r o p r i a t e d  from the g e n e r a l  fund u n d e r  this section 

for the p r e v i o u s  fiscal year, the a m o u n t  a n t i c i p a t e d  during the 

current  fiscal year, and an a m o u n t  f o r e c a s t e d  for the nex t 

fiscal year.

* S e ction  3. This A c t  takes e f f e c t  i m m e d i a t e l y  in accord a n c e  

w i t h  AS 01.10.070 (c).
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f m s m
r r  B 1  3  1976

JAY S. HAMMOND, GOVERNOR

I I K F A H T M E X T  O F  K K V K X I  i;

OFFICE OF THE COMMISSIONER POUCH S -  JUNEAU 99SII

F e b r u a r y  13, 1976

The H o n o r a b l e  H u g h  M a l o n e  

C h a i r m a n

H o u s e  F i n a n c e  C o m m i t t e e  

A l a s k a  S t a te  L e g i s l a t u r e  

State Ca p i t o l  B u i l d i n g  

Juneau, A K  99811

Re: H o u s e  Bill No. 669

D e a r  Mr. Malone:

)

H o u s e  Bill No. 669, a n  A c t  m a k i n g  a c o n t i n u i n g  a p p r o p r i a t i o n  for 

the p a y m e n t  of debt s e r v i c e  on g e n e r a l  o b l i g a t i o n  b o nd s  of the state, 

bo n d  a n t i c i p a t i o n  notes, and r e v e n u e  a n t i c i p a t i o n  notes w a s  i n t ro d u c e d  

in the H o u s e  on J a n u a r y  29, 1976 by the R u l e s  C o m m i t t e e  by r e q u e st  

of the G o v e r n o r  and w a s  r e f e r r e d  to the H o u s e  F i n a n c e  Committee.

For the c o n s i d e r a t i o n  of the H o u s e  F i n a n c e  Committee, I am e n c l o s i n g  

a copy of a le t t e r d ated F e b r u a r y  10, 1976 f r o m  Mr. C. Ri c h a r d  Walk e r ,  

State Bond Coun s el  for the State Bond C o m m it t e e  of the fir m of Orrick, 

Herrin gt o n ,  Row l e y  & S u t c l i f f e  of San Francisco, C a l i f o r n i a  as c o n c e r n s  

the n eed and i mp o r t a n c e  of the p r o vi s i o n s  of H o u s e  Bill No. 669 as w e l l  

as the legal a u t h o r i t y  for the pr o p o s e d  legislation.

If you or any m e m b e r s  of the H o u s e  F i na n c e  C o m m i t t e e  h a v e  a n y  q u e s t i o n s  

on the m a t e r i a l  submitted, p l e a s e  t e l e p h o n e  the w r i t e r  at 4 6 5- 2 3 9 7  and 

I w i l l  conta c t  Mr. W a l k e r  in San F r a n ci s c o  for f u r t h e r information.

V e r y  truly yours,

1  ) / "  X .  r

R. D. S t e v e n s o n  

S p e c i a l  A s s i s t a n t

En c l o s u r e

cc: L a n g h o r n e  A. M o t l e y

C o m m i s s i o n e r  of C o m m e rc e  

and E c o n o m i c  D e v e l o p m e n t  

Chairman, S t a t e Bond C o m m i t t e e



J. S t e r l i n g  G a l l a g h e r  

C o m m i s s i o n e r  of R e v e n u e  

Secretary, S t a t e  Bond C o m m i t t e e

Andrev; S. W a r w i c k  

C o m m i s s i o n e r  of A d m i n i s t r a t i o n  

Member, S t a t e  Bon d  C o m m i t t e e

V. K ent D a w s o n

Director, Bu d g e t  & M a n a g e m e n t  D i v i s i o n  

D e p a r t m e n t  of A d m i n i s t r a t i o n

C. R i c h a r d  W a l k e r

Orrick, H e r r i n g t o n , R o w l e y  & Su t c l if f e  

C o u n s e l o r s  a n d  A t t o r n e y s  at La w  

E l e v e n t h  F l o o r  

600 M o n t g o m e r y  Street 

San F r ancisco, CA 9 4111

Eric E. W o h l f o r t h  

W o h l f o r t h  & Flint 

A t t o r n e y s  at Law 

645 G Street 

Ancho r ag e ,  A K  99501

L a w r e n c e  C. E p p e n b a c h  

D e p u t y  C o m m i s si o n e r ,  T r e a s u r y  

D e p a r t m e n t  of R e v e n u e
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ELCVENTH TLOOR 
6 0 0  MONTGOMERY STREET

S a n  F r a n c i s c o , Ca l i f o r n i a  94111
TELEPHONE U l S )  3 9 2 - 1 1 2 2

F e b r u a r y  10, 1976

Mr. R. D. Stevenson  
Special A s s i s t a n t  
Depart ment of Revenue  
State of A l a s k a
Pouch S, A l a s k a  O f fice B u i l d i n g  
Juneau, A laska 99811

Re: House Bill No. 669

Dear Mr. Stevenson:

In accordance w i t h  your letter of January 31, this 
is to state again the reasons why I believe it is important 
to the State of A l a s k a  that House Bill No. 669 b ecome law 
a? soon as possible. Subsec t i o n  (a) of AS §37.15.815, 
proposed to be added by House Bill No. 669, makes a c o n t i n u­
ing appropri ation for the p a y ment of debt service on general 
obligati on bonds of the State, including bonds hereto fore 
authorized and those w h i c h  may h e r e a f t e r  be authorized.

As a m a t t e r  of history, prior to 1972 each bond 
authorization statute adopted by the A l a s k a  L egisl a t u r e  p r o­
vided for the e s t a b l i s h m e n t  of a special redemption fund for 
the particular issue of bonds b e i n g  authorized. Each such 
statute provided that there should be set aside to the credit 
of the special r ed emption fund such amounts of money as migh t 
be necessary to pay the debt service on the bonds being  a u­
thorized, and that the fund should be used for no other p u r­
pose. This pro cedure r e s ulte d in the creation of a long 
list of special funds and in unnece s s a r y  and cumberso me a c­
counting and oth er e x pen se for the State.

In 1971, the Revisor of Statutes undertook  to p r e­
pare a new basic form of bond authori zation bill, e l iminating 
u nnecessary .language in the form theretofore used. His work, 
in consultation with the o f f i c e  of the A t t o r n e y  General and 
bond counsel, r e s u l t e d  in a "streamlined" form of b o n d  au­
thorization bill which was the form used for all of the 1972 
bond authorization statutes and w h i c h  is still in use. One 
aspect of this new form of bill is the complete e limin a t i o n  
of the former p r o v ision for a special redempt ion fund; h o w­
ever, this provision was e l i m i n a t e d  w i t h  the unders t a n d i n g  
that it would be replaced by some o ther form of concrete 
assurance to b ond holders that funds w o u l d  be set aside for



• ■ . j . - 1 • • ■ >, ■ .
r •  I

O r r i c k , H e r r i n g t o n , R o w l e y  & S u t c l i f f e
*>
X

\

\ Mr. R. D. S t e v e n s o n  
F e b ruary 10, 1976 
Page 2

the p a yment of debt service on their bonds, specifically, a 
continuing a p p r o p r i a t i o n  of the kind p r o p o s e d  by House Bill 
No. 669. Bills to this e ffect have been introduced in past 
legislative sessions, but  no such bill has y e t  been adopted, 
leaving a gap in the s t a t utory scheme for general  obliga t i o n  
bonds of the State.

The e s t a b l i s h m e n t  of a continuing a p p r op riation 
for debt service, like that v/hich w o u l d  be p r o v i d e d  by House 
Bill No. 669, is important to the State and to its bondholders. 
The present procedure, in w h i c h  the p a yment of the gener al o b­
ligation debt of the State m u s t  depend upon annual a p p r o p r i a­
tions, is impractical, serves no purpose, is dangerous to the 
credit of the State and is e s s e n t i a l l y  intolerable.

First, it is very difficult, if not impossible, 
for the a d m i n i s t r a t i o n  to make an a ccurate e s t imate of the 
debt service to b e come due in a future year, unless it is 
known in advance, as a m a t t e r  of certainty, that no a d d i­
tional bonds w i l l  be issued b e f o r e  the end of that year. If 
additional bonds may be issued in the year  for w h i c h  the a p­
propriation  is to be made or d u r i n g  the time between the 
p reparation  of the b u d g e t  and the c o m m e n c e m e n t  of that year, 
the amount of debt service w h i c h  w i l l  become due thereon will  
depend upon the amount of additi o n a l  bonds to be issued, the 
times at w h i c h  those bonds are issued and the interest rates 
which they bear. It is. i mpossible to p r e d i c t  all of these 
factors a year and a half in advance. Co nsequently, the a n­
nual a p p r opriatio n wi ll v i r t u a l l y  alv/ays be too large or too 
small. If it is too small, it may be neces s a r y  to secure a 
supplemental appropriation, p e rh aps even at a special legis­
lative session called for that purpose, in order to avoid a 
default on the debt of the State. To avoid calling a special 
legislative session to provi de an a p p r o p r i a t i o n  for debt s e r­
vice on bonds to be issued, the State Bond C o m m i t t e e  may be 
forced to delay n eed ed b o r r o w i n g  or to offer bonds w i t h  u n­
desirable terms. This has h a p p e n e d  in the past.

Secondly, even if the approp r i a t i o n  propose d by 
the admini s t r a t i o n  in a given y e a r  is, somehow, exactly the 
correct amount, it is entirely p o s s i b l e  that the Legisl a t u r e  
at that p a r t i c u l a r  session w i l l  not make the appropriation, 
or will not make it as soon as necessary, because of a d e a d­
lock over some unrelated  issue, or for some other reason.
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In other words, w i t h  the p r e s e n t  a p p r o p r i a t i o n  
system, the State may find it n e c e s s a r y  to make u n d e s i r a b l e  
and uneco nomic changes in the time of issuance, amount or 
features of bonds b ein g issued. Mo re important, it could 
h a p p e n  that bonds of the State could go into default, to 
the d i s a ppointment  of b o n d h o l d e r s  and to the d e t r ime nt of 
the credit of the State, because of a failure of the p r e sent 
system.

Even if the State w e r e  able to continue u nder the 
p r e s e n t  system w i t h o u t  any d e f a u l t  and w i t h o u t  ex tensive 
damage or serious incon v e n i e n c e  to its debt m a n a g e m e n t  
policy, the mere fact that the p r e s e n t  gap in the statutes 
e x i s t s — the fact that no p e r m a n e n t  statute de fin i t i v e l y  i m­
plements the State's promise that its bonds are secured by 
its full faith and c r e d i t — m a y  well h a r m  the credit of the 
State, reduce the m a r k e t a b i l i t y  of its bonds and increase 
the interest costs thereon. This is especi a l l y  true now b e­
cause of the crisis in N e w  York, discus s i o n  in the financial 
press as to the e n f o r c e a b i l i t y  and priorit y of gener al o b l i­
gation bonds of New York City and rhe State of N e w  York and 
the resulting general concern among investors and u n d e r w r i t e r s  
as to the pr actical e ffect of pledges of full faith and credit.

On the other hand, I can sen no reason w h a t s o e v e r  
for continuing the p r esent system. The p r o posed contin u i n g  
approp riation for g e neral oblig a t i o n  bonds, of course, relates 
only to debt of the State he reto f o r e  or h e r e after a ut horized 
by the Legislature and by a m a j o r i t y  of the voters voting  on 
the bond p r opositions at s tatewide elections, debt to the 
p a y m e n t  of which, under the A l a s k a  C o n s t i t u t i o n  and statutes, 
"the full faith, credit and resources" of the State are pledged. 
It is unthinkable that the L e g i s l a t u r e  or the a d m i n i s t r a t i o n  
should violate this pledge by failing to b u d g e t  or ap pro p r i a t e  
the full amount necessary. Consequentl y, there is no purpose 
w h a t s o e v e r  in attempting to r etain any power in the L e g i s l a­
ture, through control of annual appropriations, to cause the 
debt of the State to go unpaid. Moreover, since the c o n t i n u­
ing app ropriation in House Bill No. 669 is, by definition, 
e x actly in the amount of debt service required, the L e g i s l a­
ture w i l l  not be called upon a nnually to a p propriate amounts 
w hich may exceed those w h i c h  turn out to be required, a p r o­
cedure which is virtually necessary to avoid d e f icits  under 
the present system.
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Subsec tion (b) of AS §37.15.815, as p r o p o s e d  to 
be added by H o u s e  Bill No. 669, provid es a c o n t i n u i n g  a p­
propriation  for the p a yment of interest on bond anticipa tion 
notes issued in anticipation of gene ral o b l i g a t i o n  bonds, 
and on revenue a n t icipatio n notes. A l t h o u g h  p r o v i s i o n  for 
these notes is not as import ant as the b a s i c  p r o v i s i o n  of 
subsection (a) for general obliga t i o n  bonds, nearly all of 
the reasons suppo rting a doption of s u b s e c t i o n  (a) apply 
also to subsection (b). Further, it is even less possible, 
at the time of pre par a t i o n  of the budget, to p r e d i c t  the 
amount of interest w h i c h  may be payabl e on notes than it is 
to predict the debt service on general o b l i g a t i o n  bonds. It 
can seldom be d e t e r m i n e d  more than a short time in advance 
w h e t h e r  the issuance of notes will be nec es s a r y  or advantageous. 
Consequently, at the time the b u d g e t  is prepared, it w i l l  a l­
mos t  never be known w h e t h e r  or not there will be any interest 
to pay on notes during the nex t fiscal year.

As to the legal authority for H o u s e  Bill No. 669, 
the following points may be mentioned:

(a) As I und ers t a n d  the annual f inancial repor t 
of the State, A l a s k a  now has many contin u i n g  appropriations 
in effect.

(b) I see nothing in the A l a s k a  C o n s t i t u t i o n  wh ch 
w o u l d  forbid a continuing a p p r opriation of the kind suggested, 
and in my opinion  House Bill No. 669 w o u l d  be a valid, c o n­
stitutional enactment. •

(c) The procedur e sug ge s t e d  is s u b s tantial ly like 
that followed by the State of California, ex cept that in 
C a l i f o r n i a  a co ntinuing a p p ropriation  is made as to each 
bo n d  a u t horization  at the time of authorization. E . g . ,
Calif. W ater Code §11922.5; see Calif. G o v e r n m e n t  Code §16724(d) 
Co n t i n u i n g  appropriations of this kind have been u phel d by the 
Supreme Court of California. Cf. Riley v. J o h n s o n , 219 Cal. 513
(1933) ; Riley v. J o h n s o n , 6 Cal. 2u 529 (1936) .

(d) The State of H a w aii also has a d opted a c o n­
tinuing appropriati on for the p a y m e n t  of debt service on 
bonds of the State, which  is a single p r o v i s i o n  applying to 
all bonds, p r e s e n t  and future, like that p r o p o s e d  by House 
Bill No. 669. Hawaii Rev. Stat. (1968) §39-11.
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(e) A  c o n t i n u i n g  a p p r o p r i a t i o n  for ot her p u r poses 
was u p h e l d  in S h apley v. F r o h m i l l e r , 165 P. 2d 306 ( A r i z . , 
1946). '

I urge that H o u s e  Bill No. 669 be a d o p ted as soon 
as p o s s i b l e  for the b e n e f i t  of the p r e s e n t  and future holders  
of bonds of the State, and thereby  for the b e n e f i t  of the 
State, w h i c h  w i l l  u n d o u b t e d l y  be b o r r o w i n g  m o n e y  in the 
future, and also for the d i r e c t  b e n e f i t  of the State. If 
you have any further  q u e s t i o n  as to the foregoing, please  
let m e  know.

S i n c e r e l y  yours,

cc: Mr. John R. M e s s e n g e r
Mr. A r t h u r  H. P e t e r s o n  
Mr. E r i c  E. W o h l f o r t h
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B Y  T H E  R U L E S  C O M M I T T E E  BY 
I N  T H E  H O U S E  R E Q U E S T  O F  T H E  G O V E R N O R

H O U S E  B I L L  NO. 669 
IN  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

N I N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  m a k i n g  a c o n t i n u i n g  a p p r o p r i a t i o n  f o r  the

p a y m e n t  o f  d e b t  s e r v i c e  o n  g e n e r a l  o b l i g a t i o n  b o n d s  

o f  th e  s t a t e ,  b o n d  a n t i c i p a t i o n  n o t e s ,  a n d  r e v e n u e  

a n t i c i p a t i o n  n o t e s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  

d a t e ."

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  ALASKA':

* S e c t i o n  l.~ A S  3 7 - 1 5  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to r e a d :

A R T I C L E  3. M I S C E L L A N E O U S  P R O V I S I O N S .

Sec . 3 7 . 1 5 . 8 1 5 .  A N N U A L  A P P R O P R I A T I O N .  (a) T h e r e  is a p p r o p r i a t e d

e a c h  f i s c a l  y e a r  f r o m  th e  g e n e r a l  f u n d  t h e  s u m  o f  m o n e y  n e c e s s a r y  f o r

t h e  p a y m e n t  o f  t h e  p r i n c i p a l  o f  a n d  i n t e r e s t  on a l l  g e n e r a l  o b l i g a t i o n  

lpondc of t h e  s t a t e  a u t h o r i z e d  b e f o r e  o r  a f t e r  the  e f f e c t i v e  d a t e  of 

t h i s  s e c t i o n  i n  a c c o r d a n c e  w i t h  art. IX, sec. 8 o f  the A l a s k a  C o n s t i t u­

tio n ,  as t h e  p r i n c i p a l  a n d  i n t e r e s t  b e c o m e  d u e  a n d  p a y a b l e .

(b) T h e r e  is a p p r o p r i a t e d  e a c h  f i s c a l  y e a r  f r o m  th e  g e n e r a l  f u n d  

t h e  s u m  o f  m o n e y  n e c e s s a r y  f o r  the p a y m e n t  o f  i n t e r e s t  o n  b o n d  a n t i c i­

p a t i o n  n o t e s  i s s u e d  i n  a n t i c i p a t i o n  o f  g e n e r a l  o b l i g a t i o n  b o n d s  a n d  

on  r e v e n u e  a n t i c i p a t i o n  n o t e s .

* Sec .  2. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS 0 1 . -  

1 0 .0 7 0 (c).

I
“S.

*

\
\

In t r o duced: 1/29/76
Referred: Finance
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G e n t l e m e n :

I have the following c omments w i t h  r e s p e c t  to 
currently p e n d i n g  legislation, w h i c h  I s u g g e s t  for c o n­
siderati on and p o s s i b l e  a ction by you and o t h e r s  r e c e i v­
ing this letter:

H ouse Bill No. 577

This bill raises the m a x i m u m  e f f e c t i v e  in terest 
rate on general obli ga t i o n  bo nds from 7% to 8 %. It might 
be advisable to add a p r o v i s i o n  that the b i l l  takes e ffect 
immediately upon enactment, since the ch ange it m a k e s  might 
be n eeded or u sefu l at the time of the n e x t  sale of general  
obliga t i o n  bonds.

House Bill No. 605

This bill w o u l d  chan ge the state income tax law 
to allow e x e m p t i o n  of interest on state and local o b l i g a­
tions only if they have been "issued by the S t ate of Alaska, 
a p o l i tical  subdiv i s i o n  of the Sta,e of A l a s k a  or a city 
or borough of the State of Alaska." The q u o t e d  language 
appears to be u nduly restrictive, and w o u l d  raise q u e s tions 
as to the e x e m p t i o n  of interest on bonds of the A l a s k a  H o u s­
ing Finance Corporation, the A l a s k a  State D e v e l o p m e n t  C o r­
poration, the A l a s k a  M u n i c i p a l  Bond Bank A uthor ity, the 
A l a s k a  State H o u s i n g  A u t h o r i t y  and the U n i v e r s i t y  of A l a s k a  
H e a t i n g  Corporation. Bonds h e r e t o f o r e  issued (or p r e s entl y 
expecte d to be issued) by each of these e n t i t i e s  have been 
tax-free for state as well as federal income tax purposes. 
None of them is a "political s u b division" in any o rdinary 
sense of the term.

H ouse Bill No. 669

This is the bill p r o v i d i n g  for a c o n t i n u i n g  a p­
pro p r i a t i o n  for debt  service. I think tha t §37.15.815(b), 
as added by this bill, w o u l d  be c l e arer and in b e t t e r  form
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if the w o r d s  "of the state" were  added a fter the words 
"general o b l i g a t i o n  bonds" and the wor ds "issued p u r s u a n t  
to AS 43.08" w e r e  add ed after the words "revenue a n t i c i p a­
tion notes."

The followin g co mments relate to v a r ious bills 
p r o v i d i n g  for the issuance of g e neral o b l i g a t i o n  bonds of 
the State:

C o m m ittee S u b s t i t u t e  for House; Bill No. 617

This bill p r o vides  for the issuance of $24,014,000 
in general o b l i g a t i o n  bonds for the U n i v e r s i t y  of Alaska, 
but the list of project s in section 2 of the bill adds up 
to $23,982,000, r a ther  than $24,014,000.

House Bill No. 748

The p u r p o s e  of the a p p r o p r i a t i o n  in the second 
sentence of section 2 of this bill is not stated and is
left to Tiplication. I think that purpose should be stated,
at least to the e x t e n t  of a dding "to be used for the purpose 
d e s c r i b e d  in sec. 1 of this Act" at the end of that sentence.

H ouse Bil l No. 806

The s t a t e m e n t  of p u r p o s e  in the first sentence 
of sectio n 1 of this bill should be c h a nged to c o n f o r m  with 
the language in the p r o p o s i t i o n  in s e ctio n 4 and the language
in the title of the p r o p o s e d  act.

Senate Bill No. 557

The a mount of the a p p r o p r i a t i o n  in section 3 of 
this bill is not in accord a n c e  w i t h  the usual formula, and 
probab ly should be c h a n g e d  to $42,000.

"Capital Impr ovements"

A r t i c l e  IX, S e c t i o n  8 , of the C o n s t i t u t i o n  allows 
the issuance of g e neral o b l i g a t i o n  bonds only "for capital



O r r i c k , H e r r i n g t o n , R o w l e y  &  S u t c l i f f e

Mr. L a n g h o r n e  A. M o t l e y  
Mr. J. S t e r l i n g  G a l l a g h e r  
Mr. A n d r e w  S. W a r w i c k  
M a r c h  1, 1976 
Page 3

improvements." F o u r  of the b o n d  a u t h o r i z a t i o n  bills d e s­
cribe p r o jects or p u r po ses w h i c h  may not be "capital i m­
provements" w i t h i n  this c o n s t i t u t i o n a l  provision.  Both 
Senate Bill No. 557 and H o u s e  Bill No. 548 p r o v i d e . f o r  
bonds to pay the cost of c o n s t r u c t i n g  "and m a i n t a i n i n g "  
local service roads and trails. C o m m i t t e e  S u b s t i t u t e  for 
House Bill No. 620, in i t e m  (6 ) of s e c t i o n  2, p r o v i d e s  for 
bonds for "roof repairs." H o u s e  Bill No. 622, in i t e m  (3) 
of section 2, prov i d e s  for bonds for "runw ay repair." E x­
traord i n a r y  m a i n t e n a n c e  and r e pairs may be capital i m p r o v e­
ments, but m o s t  m a i n t e n a n c e  and repai rs are not capital i m­
provement s .

P rincipal A m o u n t  of Bonds

As y o u  know, g e n e r a l  o b l i g a t i o n  bonds of the State 
and nearly all ot her state and local g o v e r n m e n t  bonds are 
issued in the d e n o m i n a t i o n  of $5,000, the s t a ndard unit. 
However, Ho use Bill No. 614, S p o n s o r  S u b s t i t u t e  for House 
Bill No. 6.15, C o m m i t t e e  S u b s t i t u t e  for House Bil l No. 617, 
Committee S u b s t i t u t e  for H o u s e  Bill No. 620 and House Bill 
No. 623 provide, respectively, for b o n d  issues in the a g g r e­
gate principal amounts of $3,807,200, $44,455,100, $24,014,000, 
$10,076,300 and $50,360,200. U sing Hou se Bill No. 623 as an 
example, this w o u l d  r esult in i s suing less than the total 
amount of bonds a u t h o r i z e d  or in i s s u i n g  one odd b o n d  in 
the d e n o m i n a t i o n  of $200 along w i t h  10,072 bonds in the 
usual d e n o m i n a t i o n  of $5,000. I s suing a b o n d  in an odd 
de n o m i n a t i o n  requires extra time, e x p e n s e  and c o n f usion 
in connection  w i t h  the p r e p a r a t i o n  of the resolution, notice 
of sale, o f f icial s t a t e m e n t  and other d o c u m e n t s  rela ting to 
the bonds, the p r i n t i n g  of the one odd b o n d  w i t h  all of its 
special coupons, and all of the selling, accounting, p aying  
and other act ivities w i t h  r e l ation to the bonds. On the 
other hand, it w o u l d  be h i g h l y  u n u s u a l  to find an e s t imat e 
of expenditures, used in c o n n e c t i o n  with d e t e r m i n i n g  the 
pr i n cipal amount of a f i f t y - m i l l i o n  d o l l a r  b o n d  issue, that 
was w ithin $5,000 of b e i n g  a p e r f e c t l y  p r e c i s e  estimate. 
Consequently, it w o u l d  c e r t a i n l y  be a d v i s a b l e  to round off 
the principal amounts of each of these p r o p o s e d  b o n d  issues 
to the n e a r e s t  $5,000.



O r r i c k , H e r r i n g t o n , R o w l e y  &  S u t c l i f f e

Mr. L a n g h o r n e  A. M o t l e y  
Mr. J. S t e r l i n g  G a l l a g h e r  
Mr. A n d r e w  S. W a r w i c k  
M a r c h  1, 1976 
Page 4

A S §24.30.037

As you know, this statute r e q uires each b i l l  a u­
thorizing the i s s uance of g e n e r a l  o b l i g a t i o n  b onds to i n­
clude "a b r i e f  d e s c r i p t i o n  of each capita l impr ov e m e n t  
project, its location, and, in dollars, t h a t  p o r t i o n  of 
the total b o n d  issue to be a l l o c a t e d  to the project."
AS §§15.57.010 and 15.15.040(b) require  the L i e u t e n a n t  
Gover n o r  to d i s t r i b u t e  s i m i l a r  s t a t e m e n t s  to the voters.

Senate  Bill No. 557 and H o u s e  Bills Nos. 548, 609 
610 and 806 c o m p l e t e l y  ignore these statutes and p r o v i d e  no 
d e s c r i p t i o n  of each project, its l o c ation o r  its a l l o c a t e d  
amount.

Senate  Bills Nos. 580 and 582 (in s e c t i o n  3(14) 
and section 4(16)) do not c o n f o r m  w i t h  AS §24.30.037, but 
do recogniz e the e x i s t e n c e  of that statute  by s t a t i n g  that 
"n o t w i t h s t a n d i n g  the p r o v i s i o n s  of AS 24.30.037" the p r o­
ceeds of the bonds shall be a l l o c a t e d  by the G o v e r n o r  or 
another e x e c u t i v e  for m i s c e l l a n e o u s  projects.

House Bills Nos. 611, 613, 616, 613, 622, 623
and 787, S p onsor S u b s t i t u t e  for H o u s e  Bill No. 615 and
C o m m ittee S u b s t i t u t e  for H o u s e  Bill No. 620 a t t e m p t  to 
satisfy the r e q u i r e m e n t s  of AS §24.30.037, at least in 
part, but do not e n t i r e l y  c o n f o r m  w i t h  those requirements. 
E . g ., House Bill No. 613, s e ctio n 2, items (4) and (21); 
House Bill No. 616, s e c t i o n  2, item (1); H o u s e  B i l l  No. 618 
section 2, item (1); H o u s e  B i l l  No. 623, s e c t i o n  2, items 
(1 ) and (2 ).

I und erstand, and h a v e  p r e v i o u s l y  p o i n t e d  out, 
that AS §24.30.037 is an u n d e s i r a b l e  and i m p r a c t i c a l  
statute. However, a r a t h e r  g e neral  failure to c o n f o r m
with this sta tute creates p r o blems and f u r t h e r  i ndicates
the need to r epeal or a m e n d  AS §24.30.037.

Ty p o g r a p h i c a l  Errors

In S e n a t e  B i l l  No. 587, the fund p r o v i d e d  for by 
section 2 should be r e f e r r e d  to by the same name in both.
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instances w h e r e  it is mentioned. In H o u s e  B i l l  No. 623 
a dollar sign s h o u l d  be added in s e c t i o n  2 at line 24, 
"Services" should be c h a n g e d  to "Service" in the propos 

tion h e adin g in secti on 5.

S i n c e r e l y  yours,

cc: Mr. John R. M e s s e n g e r
Mr. A r t h u r  H. P e t e r s o n  
Mr. R, D. S t e v e n s o n  
Mr. E r i c  E. W o h l f o r t h
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Introduced: 1/29/76
Referred: F i n ance

B Y  T H E  R U L E S  C O M M I T T E E  E Y  
IN T H E  H O U S E  R E Q U E S T  O F  T H E  G O V E R N O R

H O U S E  B I L L  HO. 66 9  

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

N I N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  m a k i n g  a c o n t i n u i n g  a p p r o p r i a t i o n  fox’ the

p a y m e n t  o f  d e b t  s e r v i c e  o n  g e n e r a l  o b l i g a t i o n  b o n d s  

o f  t h e  s t a t e ,  b o n d  a n t i c i p a t i o n  n o t e s ,  an d  r e v e n u e  

a n t i c i p a t i o n  n o t e s ; a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  

d a t e ."

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1." A S  3 7 . 1 5  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to r e a d :

A R T I C L E  3. M I S C E L L A N E O U S  P R O V I S I O N S .

Sec. 3 7 . 1 5 . 8 1 5 .  A N N U A L  A P P R O P R I A T I O N .  (a) T h e r e  is a p p r o p r i a t e d

e a c h  f i s c a l  y e a r  f r o m  t h e  g e n e r a l  1 u n d  t h e  s u m  o f  m o n e y  n e c e s s a r y  f o r

t h e  p a y m e n t  o f  th e  p r i n c i p a l  o f  a n d  i n t e r e s t  o n  a l l  g e n e r a l  o b l i g a t i o n  

b o n d s  of  t h e  s t a t e  a u t h o r i z e d  b e f o r e  or a f t e r  t he  e f f e c t i v e  d a t e  of 

t h i s  s e c t i o n  in  a c c o r d a n c e  w i t h  art. IX, sec. 8 o f  th e  A l a s k a  C o n s t i t u­

tion, as t h e  p r i n c i p a l  a n d  I n t e r e s t  b e c o m e  d u e  a n d  p a y a b l e .

(b) T h e r e  is a p p r o p r i a t e d  e a c h  f i s c a l  y e a r  f r o m  the g e n e r a l  f und 

t h e  s u m  o f  m o n e y  n e c e s s a r y  f o r  th e  p a y m e n t  o f  i n t e r e s t  on b o n d  a n t i c i­

p a t i o n  n o t e s  i s s u e d  in a n t i c i p a t i o n  o f  g e n e r a l  o b l i g a t i o n  b o n d s  an d  

o n  r e v e n u e  a n t i c i p a t i o n  n o t e s .

* Sec. 2. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS 0 1 . -  

L 0 . 0 7 0 ( c ) .

H B  669
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Introduced: 5/6/75
Referred: Finance

IN T H E  H O U S E  BY H A U G E N

H O U S E  B I L L  NO. 1|82 

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

N I N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A B I L L

F o r  a n  A c t  e n t i t l e d :  "A n  A c t  m a k i n g  a c o n t i n u i n g  a p p r o p r i a t i o n  f o r  tne

p a y m e n t  o f  d e b t  s e r v i c e  on g e n e r a l  o b l i g a t i o n  b o n d s  

o f  the  state; a n d  p r o v i d i n g  fo r  a n  e f f e c t i v e  d a t e . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

s S e c t i o n  1. A S  3 7 - 1 5  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to r ead:

Sec. 3 7 - 1 5 - 2 1 5 -  A N N U A L  A P P R O P R I A T I O N .  T h e r e  is a p p r o p r i a t e d  

e a c h  f i s c a l  y e a r  f r o m  t h e  g e n e r a l  f u n d  the s u m  of m o n e y  n e c e s s a r y  for 

t h e  p a y m e n t  o f  the p r i n c i p a l  of a n d  i n t e r e s t  o n  al l  g e n e r a l  O D l i g a t i o n  

b o n d s  o f  the s t a t e  a u t h o r i z e d  b e f o r e  or a f t e r  the e f f e c t i v e  d a t e  of 

t h i s  s e c t i o n  in a c c o r d a n c e  w i t h  art. IX, sec. 8 o f  the A l a s k a  C o n­

s t i t u t i o n ,  as the p r i n c i p a l  a n d  I n t e r e s t  b e c o m e  d u e  a n d  p a y a b l e .

* Sec. 2. T h i s  Ac t  t a k e s  e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 0 1. -  

1 0 . 0 7 0 ( c ) .

- 1 - HB 1)82



January 29, 1976

The  H o n o r a b l e  M ik e  B r a d n a r  
S p e a k e r  of  the House 
A l a s k a  S t a t e  L e g i s l a t u r e  
J u ne au , A l a s k a  9 9811

De a r  Mr. Speaker:

In  a c c o r d a n c e  w i t h  AS 24.30.060(b) a n d  the U n i f o r m  
R u l e s  o f  the A l a s k a  S t a t e  L eg is l a t u r e ,  I a m  t r a n s m i t t i n g  
a b i l l  to p r o v i d e  for a c o n t i n u i n g  a p p r o p r i a t i o n  each  
f i s c a l  y e a r  f r o m  the g e n e r a l  fu n d  for the p a y m e n t  of 
p r i n c i p a l  a n d  i n t e r e s t  o n  a l l  g e n e r a l  o b l i g a t i o n  b o n d s  
of  the  state. To this extent, the p r o p o s e d  b i l l  is 
i d e n t i c a l  to HB  482 i n t r o d u c e d  last  se ss io n. The  
p r e s e n t  bill, in a ddition, p r o v i d e s  tor a n  a p p r o p r i a t i o n  
e a c h  f i s c a l  year fr o m  the g e n e r a l  fund m o n e y  fo r p a y m e n t  
of i n t e r e s t  on b on d  a n t i c i p a t i o n  n o t e s  i s s u e d  in 
a n t i c i p a t i o n  of g e n e r a l  o b l i g a t i o n  b o n d s  a n d  on  
r e v e n u e  a n t i c i p a t i o n  n o t e s  of the state.

T h e  i n c l u s i o n  of a c o n t i n u i n g  a p p r o p r i a t i o n  for 
p a y m e n t  of p r i n c i p a l  and  i n t e r e s t  o n  g e n e r a l  o b l i g a t i o n  
b o n d s  is m a d e  o n  the  a d v i c e  of  S t at e b o n d  c ou ns el,
Mr. C. R i c h a r d  Wall.ar o f  Sa n Francisco. Mr. W a l k e r  has 
s t a t e d  th a t  the l ang u a g e  c o n t a i n e d  in the p r o p o s e d  bill 
s h o u l d  be  e n a c t e d  into l a w  in o r d e r  th a t  b o n d h o l d e r s  
w o u l d  b e  s ecu r e  a n d  the state in a b e t t e r  p o s i t i o n  if the 
n e c e s s a r y  a p p r o p r i a t i o n  is made, o n c e  a n d  for all, b e f o r e  
the  b o n d s  are issued. A f t e r  the sale h o l d  on  M a y  6, 1975 
a t  w h i c h  time $ 4 2 , 0 00 ,00 0 of the S tat e of  A l a s k a  
g e n e r a l  o b l i g a t i o n  bo nd s w e r e  sold, t her e r e m a i n e d  
$ 1 7 7 , 3 6 0 , 0 0 0  of  St at e of  A l a s k a  g e n e r a l  o b l i g a t i o n  bo nd s 
w h i c h  h a d  bee n a u t h o r i z e d  b u t  w e r e  uniss ue d.  P a s s a g e  
of  t he p r o p o s e d  bill, in the o p i n i o n  of the o t a t o  bo n d  
c ou ns el , w o u l d  o n h a n c e  futu re  sales of a u t h o r i z e d  b u t  
s t i l l  u n i s s u e d  s ta te g e n e r a l  o b l i g a t i o n  b o n d s  by  g i v i n g  
m o r e  c r e d i b i l i t y  to the s e c u r i t y  of the bond3.

By e x t e n d i n g  the bil l to a l s o  c o v e r  i n t e r e s t  o n  b o n d  
a n t i c i p a t i o n  n o to s issued in a n t i c i p a t i o n  of g e n e r a l  
o b l i g a t i o n  bonds, tho s t ate  may, d u r i n g  a p e r i o d  w h e n  
o t a t o  g e n e r a l  o b l i g a t i o n  b o nd 3 are  n o t  as a t t r a c t i v e  as 
o t h e r  in ve st me nt,  sell s h o r t - t e r m  n ot eB in st ea d. The

i n t e r e s t  o n  those n o t e s  w o u l d  a u t o m a t i c a l l y  be p ai d  
f r o m  tho g e n e r a l  fund. The i n c l u s i o n  o f  b o n d  a n t i c i p a­
tion n o t e s  in the p r o p o s e d  b i l l  w o u l d  i m p r o v e  the 
m a r k e t a b i l i t y  of those n o t e s  a nd  r e d u c e  o r  e l i m i n a t e  
p o s s i b l e  p r o b l e m s  a r i s i n g  f r o m  i n c o r r e c t  e s t i m a t e s  of 
d e b t  s e r v i c e s  to b e c o m e  duo in  a p a r t i c u l a r  year.

B y  e x t e n d i n g  the b il l  to c o v e r  i nte r e s t  o n  r e v e n u e  
a n t i c i p a t i o n  notes, i n t e r e s t  o n  these n o te s w o u l d  
a u t o m a t i c a l l y  be p ai d  f r o m  tho g e n e r a l  f un d  w h e n  
i s s u e d  b y  the c o m m i s s i o n e r  of revenue.

Since rel y,

J a y  S. H a m m o n d  
G o v e r n o r
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Mr. R. D. Stevenson 
Special Assistant 
Departme nt of Revenue 
State of Alaska
Pouch SA, A l a s k a  Office B u i ldin g 
Juneau, Alaska 99811

Dear Bob:

Thank you for the copies of bills y o u  have re­
cently sent me:

House Bill No. 577 Amen ded by the Senate (Chapter 2 9 )

We may not need this increase in the m a x i m u m  
interest rate on general obligation bonds, but I am glad 
to see it accomplished.

Committee Substit ute for House Bill No. 669

I am very glad to see that some action is being 
taken on this bill providing for a continuing appropriati on 
for debt service. The committee substitute is p r o b a b l y  an 
improvement over the original bill, b ut I suggest that the 
following changes be made in the committee substitute:

Line 18 - change "becomes" to "become", as in 
the original bill.

Line 21 - delete "under AS 43.08." B o n d  a n t i c i p a­
tion notes are not issued "under AS 43.08."

Line 23 - insert "state" before "bond committee."

Line 2, page 2 - insert "issued under this chapter" 
after "revenue antic ipation notes".

H ouse Bill Ho. 893

My comments on this bill are enclosed, in a c c o r d­
ance with your letter of April 6 .

cc: Mr. Langhorne A. Motley
Mr. J. Sterling Ga llagher 
Mr. A n d r e w  S. Warwick 
Mr. Eric E. Wohlf orth 
Mr. John R. Messenger 
Mr. Arthur H. Peterson

Sincerely yours,

£ ?• ■' 1) ; 1 'V <■ ict .. . .... V.
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F e b r u a r y  10, 1976

Mr. R. D. Stevenson 
Special Assistant 
Depart ment of Revenue 
State of Alaska
Pouch S, Alaska Office Building 
Juneau, Alaska 99811

R e : House Bill No. 669

Dear Mr. Stevenson:

In accordance with your letter of J a nuary 31, this 
is to state again the reasons why I b e li eve it is important 
to the State of Alas ka that House Bill No. 669 b e c o m e  law 
as soon as possible. Subsection (a) of AS §37.15.815, as 
proposed to be added by House Bill No. 669, makes a c o n t i n u­
ing appropriation for the payment of debt service on general 
obligation bonds of the State, including bonds hereto fore 
authorized and those which may hereafter  be authorized.

As a matter of history, prior to 1972 each bond 
authorization statute adopted by the A l a s k a  L e g i s l a t u r e  p r o­
vided for the e stablishment of a special redem p t i o n  fund for 
the particular issue of bonds being authorized. Each such 
statute provided that there should be set aside to the credit 
of the special redemption fund such amounts of m o n e y  as might 
be necessary to pay the debt service on the bonds being au­
thorized, and that the fund should be used for no other p u r­
pose. This procedure resulted in the creation of a long 
list of special funds and in u nne cessary and cumber s o m e  ac­
counting and other expense for the State.

In 1971, the Revisor of Statutes u n d e rtook to p r e­
pare a new basic form of bond authorizati on bill, elimin ating 
unnecessary language in the form there tofore used. His work, 
in consultation with the office of the A t t o r n e y  G e neral and 
bond counsel, resulted in a "streamlined" form of bo nd au­
thorization bill which was the form used for all of the 1972 
bond authorization statutes and w h i c h  is still in use. One 
aspect of this new form of bill is the complete e limin a t i o n  
of the former provision for a special rede mp t i o n  fund; h o w­
ever, this provision was elimin a t e d  w i t h  the u n d e r s t a n d i n g  
'that it would be replaced by some other form of c oncrete 
assurance to bondholders that funds w o u l d  b e  set aside for

C AD IC  ‘ORRlCn*  
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. the payment of debt service on their bonds, specifically, a 
continuing appropriation* of the kind p r o p o s e d  by House Bill 
No. 669. Bills to this effect have been intr oduced in past 
legislative sessions, but no such bill has y e t  been adopted, 
leaving a gap in the statutory scheme for general obligation 
bonds of the State.

The e s t ablishment  of a continu ing a p p r opria tion 
for debt service, like that whic h w o u l d  be p r o v i d e d  by House 
Bill No. 669, is important to the State and to its bondholders. 
The present procedure, in which the p a y m e n t  of the general o b­
ligation debt of the State must depend upon annual a p p r o p r i a­
tions, is impractical, serves no purpose, is dang erous to the 
credit of the State and is essent ially intolerable.

First, it is very difficult, if not impossible, 
for the administration to make an accurate e s t i m a t e  of the 
debt service to become due in a future year, unless it is 
known in advance, as a m a t ter of certainty, that no a d d i­
tional bonds w ill be issued before the end of that year. If 
additional bonds may be issued in the y e a r  for w h i c h  the a p­
propriation is to be made or during the time b e t w e e n  the 
preparation of the b udget and the commen c e m e n t  of that year, 
the amount of debt service which will become due thereon will 
depend upon the amount of additional bonds to be issued, the 
times at w hich those bonds are issued and the interest rates 
which they bear. It is impossible to p r e dict all of these 
factors a year and a half in advance. Consequently, the an­
nual appropriation v/ill vi rtually always* be too large or too 
small. If it is too small, it may be n e c e ssary  to secure a 
supplemental appropriation, perhaps even at a special legis­
lative session called for that purpose, in order to avoid a 
default on the debt of the State. To avoid c a l ling a special 
legislative session to provide an appr op r i a t i o n  for debt s e r­
vice on bonds to be issued, the State Bond C o m m i t t e e  may be 
forced to delay needed borrowj.ng or to o ffer bonds with u n­
desirable terms. This has happened in the past.

Secondly, even if the a p p r opriatio n p r o p o s e d  by 
the administration in a given year is, somehow, e x a ctly the 
correct amount, it is entirely possible that the L e gislat ure 
at that particular session will not m a k e  the appropriation,

, or will not make it as soon as necessary, b e cause of a d e a d­
lock over some u nrelated issue, or for some other reason.
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In o ther words, with the p r e sent appropria tion 
system, the State may find it neces sary to make u ndesirable 
and uneconomic changes in the time of issuance, amount or 
features of bonds being issued. More important, it could 
happen that bonds of the State could go into default, to 
the dis appointment  of bondholders and to the d e t r iment of 
the credit of the State, because of a failure of the present 
system.

Even if the State w ere able to continue under the 
present system w i t hout any default and w i t h o u t  extensive 
damage or serious inconvenience to its debt m a n a g e m e n t  
policy, the mere fact that the present gap in the statutes 
ex i s t s — the fact that no p e r m anent  statute d e f ini tively i m­
plements the State's promise that its bonds are secured by 
its full faith and cr edit--may well ha rm the credit of the 
State, reduce the m a r k eta bility of its bonds and increase 
the interest costs thereon. This is especiall y true now b e­
cause of the crisis in Ne w York, d i s c u s s i o n  in the financial 
press as to the en forceabilit y and priority of g e neral o b l i­
gation bonds of New York City and the State of New York and 
the resulting general concern among investors and underwriters 
as to the practical effect of pledges of full faith and credit.

On the other hand, I can see no reason whats o e v e r  
for continuing the present system. The proposed continuing 
appropriation for general obligation bonds, of course, relates 
only to debt of the State h eretofore or h e r e af ter authorized 
by the Legislat ure and by a majority of the voters voting on 
the bond propositions at statewide elections, debt to the 
payment of which, under the Alaska C o n stitu tion and s _ a t u t e s , 
"the full faith, credit and resources" of the State are pledged. 
It is unthinkable that the Legislature  or the administration 
should violate this pledge by failing to budget or appropriate 
the full amount necessary. Consequently, there is no purpose 
w hatsoever in attempting to retain any p ower in the L e g i s l a­
ture, through control of annual appropriations, to cause the 
debt of the State to go unpaid. Moreover, since the c o n t i n u­
ing appropriation in House Bill No. 669 is, by definition, 
exactly in the amount of debt service required, the Leqisla- 
ture will not be called upon annually to appropriate amounts 
which may exceed those which turn out to be required, a p r o­
cedure which is virtually necessary to avoid deficits under 
the present system.
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S ubsection (b) of AS §37.15.815, as p r o p o s e d  to 
be added by House Bill No. 669, provides a continuing a p­
propriation for the payment of interest on bond anticipation 
notes xssued in anticipation of general obl igation bonds, 
and on revenue anticipation notes. A l t hough p r o v i sion for 
these notes is not as important as the basic pro vision of 
subsection (a) for general obligation bonds, nearly all of 
the reasons supporting adoption of subsection (a) apply 
also to subsection (b). Further, it is even less possible, 
at the time of preparation of the budget, to p r edict the 
amount of interest which may be payable on notes than it is 
to predict the debt service on general obligation bonds. It 
can seldom be determined more than a short time in advance 
whether the issuance of notes will be necessary or advantageous. 
Consequently, at the time the budget is prepared, it will a l­
most never be known w h e ther or not there will be any interest 
to pay on notes during the next fiscal year.

As to the legal authority for House Bill No. 669, 
the following points may be mentioned:

(a) As I understand  the annual financial report 
of the State, A l a s k a  now has many c ontinuing appropriations 
in effect.

(b) I see nothing  in the A laska C o nst itution v/hich 
would forbid a continuing appropriation of the kind suggested, 
and in my opinion House Bill No. 669 w ould be a valid, con­
stitutional enactment.

(c) The procedure sug gested is substantially like 
that followed by the State of California, except that in 
California a continuing appropriation is made as to each 
bond authorization at the time of authorization. E.g.,
Calif. Water Code §11922.5; see Calif. Government Code §16724(d). 
Continuing appropriations of this kind have been u p held by the 
Supreme Court of California. Cf. R iley v. J o h n s o n , 219 Cal. 513
(1933); Riley v. J o h n s o n , 6 Cal. 2d 529 (1936).

(d) The State of Hawaii also has adopted  a c o n­
tinuing appropriation for the p a yment of debt service on 
bonds of the State, whic h is a single provision applying to 
all bonds, present and future, like that proposed by House 
Bill No. 669. Hawaii Rev. Stat. (1968) §39-11.
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(e) A  continuing appropriation for other purposes 
was upheld in Shapley v. F r o h m i l l e r , 165 P. 2d 306 ( A r i z . , 
1946).

I urge that House Bill No. 669 be adopted as soon 
as possible for the benefit of the present and future holders 
of bonds of the State, and thereby for the benef it of the 
State, which will undoubtedly be borrowing money in the 
future, and also for the direct benefit of the State. If 
you have any further question as to the foregoing, please 
let me know.

S i n c e r e l y  y o u r s ,

cc: M r. J o h n  R. M e s s e n g e r

Mr. A r t h u r  H. P e t e r s o n  

M r ,  E r j c  E. W o h l f o r t h
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mun ur»nor BY T H E  F I N A N C E  C O M M I T T E E

IN TI113 L E G I S L A T U R E  F O R  TH E S T A T E  OF A L A S K A

F O R  CS F O R  H O U S E  B I L L  NO. 669

N I N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

For an A c t  entitled: "An A c t  r e l a t i n g  to the p a y m e n t  of d e b t  s e r v i c e  on

b o n d  a n t i c i p a t i o n  notes; and p r o v i d i n g  for an 

e f f e c t i v e  d a t e . "

BE IT E N A C T E D  BY T HE  L E G I S L A T U R E  OF T H E  S T A T E  OF A L A SK A:

* S e c t i o n  1. AS 3 7. 1 5 . 3 1 0  is a m e n d e d  to read:

Sec. 37.15.310. I S S U A N C E  OF NOTES. T h e  s t a t e  b o n d  c o m m i t t e e  

shall i ssue n o tes  for the a m o u n t s  b o r r o w e d  w i t h  a m a t u r i t y  d a t e  n o t  to 

e x c e e d  one  year from the d a t e  of issue. All  the n o t e s  (AND T H E  I NT E R E S T  

THEREON) are p a y a b l e  at a fixed place, on or b e f o r e  a fi xed  time, or 

at a f i x e d  time, from the p r o c e e d s  of the sal e of bonds, in a n t i c i­

pa t i o n  of w h i c h  the o r i g i n a l  not e or notes w e r e  issued, u n l e s s  the

b > n d s  ha v e  not  be e n  sold by the m a t u r i t y  dat e  of the notes. I n t e r e s t  

o n the  no te s is p a y a b l e  at a fixed place, on or b e f o r e  a fixed time,

ou t of a p p r o p r i a t i o n s  m a d e  for the p a y m e n t  of  i n t e r e s t  on g e n e r a l  

o b l i g a t i o n  notes or b onds of the State.

* Sec. 2. AS 43.08 is a m e n d e d  by ad di ng  a new s e c t i o n  to read:

Sec. 43.08.035. A N N U A L  AP P R O P R I A T I O N .  (a) T h e r e  is a p p r o p r i a t e d  

each fiscal y e a r  from the g e n e r a l  fund the a m o u n t  n e c e s s a r y  for the 

p a y m e n t  of in terest on r e v e n u e  a n t i c i p a t i o n  n o t e s  is s u e d  u n d e r  this 

Ch apter.

(b) The c o m m i s s i o n e r  shall su bm i t  a r e p o r t  to the l e g i s l a t u r e  by 

the t h i r d  M o n d a y  of ea c h  J a n u a r y  sett in g ou t in d e t a i l  the a m o u n t  

a p p r o p r i a t e d  from the g e n e r a l  fund u n der  this s e c t i o n  for the p r e v i o u s  

fisc i year, the a m o u n t  a n t i c i p a t e d  d ur i n g  the c u r r e n t  f is c a l  year,

and a n  am ou n t  f o r e c a s t  for the ne x t  fiscal year.

* Sec. 3. This Act  takes e f f e c t  i m m e d ia tel y in a c c o r d a n c e  v/ith 

AS  0 1 . 1 0 . 0 7 0 (c).
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H r .  P r e s i d e n t Oa t e

Th e  C o m m i t t e e  on  F in a n c e __________________________ h a s  h ad   C S I I B  b ' b j 1 .

raaking a continuing appropriati on f o r . the payment or debt, service on g. o, tends 
u n d e r  c o n s i d e r a t i o n .  A M a j o r i t y  o f  t h e  me mb e r s  o f  t h e  C o m m i t t e e  oi‘ a cate

( ) r e c omme n d s  i t  DO PASS

Me mb e r s  NOT c o n c u r r i n g  i n  t h e  M a j o r i t y  r e p o r t :

__________________________________________________ r e c o m m e n d s :

__________________________________________________  r e c o m m e n d s :

__________________________________________________  r e c o m m e n d s :

__________________________________________________  r e c o m m e n d s :

r e c o m m e n d s :. .1 .......... ■ -    —. -

 /  /  A  t± C h a  i r m a n

■ v  ■ . . .  :: ••
-

( ) r e c omme n d s  i t  DO NOT PASS

( ) r e c omme n d s  i t  DO PASS WI TH ATTACHED AMENDMENT( S )

( ) r e c omme n d s  i t  BE REPLACED WI TH CS F O R _____________________________AND T H A T

CS FOR DO PASS

( ) " a n d "  r e c o mme n d s  i t  BE REFERRED TO THE 

COMMITTEE

( ) r e p o r t s  i t  b a c k  WITHOUT RECOMMENDATION 

( ) " o t h e r "

Memb e r s  s i g n i n g  t h e  Ma j  o r i t y r e p o r t :

• jr ,.jr

• ••
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IN T H E  H O U S E BY T H E  F I N A N C E  C O M M I T T E E

S E N A T E  CS F O R  CS F O R  H O U S E  B I L L  NO. 669

IN T H E  L E G I S L A T U R E  F O R  T H E  S T A T E  OF A L A S K A

N I N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A B I L L

F o r  a n  Ac t  e n t i t l e d:  "An Ac t  r e l a t i n g  to th e  p a y m e n t  of d e b t  s e r v i c e  on

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  ALASKA:

* S e c t i o n  1. AS 3 7 - 1 5 * 3 1 0  is a m e n d e d  to read:

Sec. 3 7 . 1 5 . 3 1 0 .  I S S U A N C E  O F  NOTES. T h e  s t a t e  b o n d  c o m m i t t e e  

s h a l l  i s s u e  n o t e s  fo r  t h e  a m o u n t s  b o r r o w e d  w i t h  a m a t u r i t y  d a t e  not to 

e x c e e d  one yea r  f r o m  the d a t e  o f  issue. A l l  the n o t e s  [AND T H E  I N T E R E S T  

T H E R E O N ]  ar e  p a y a b l e  at a f i x e d  p l ac e ,  on or b e f o r e  a f i x e d  time, or 

at a f i x e d  time, f r o m  the p r o c e e d s  of the sale of bonds, In a n t i c i p a t i o n  

of w h i c h  the o r i g i n a l  n o t e  or n o t e s  w e r e  Issued, u n l e s s  the b o n d s  ha v e  

n ot b e e n  s o l d  by the m a t u r i t y  d a t e  of the notes. I n t e r e s t  on the 

n o t e s  is p a y a b l e  at a f i x e d  p l a c e ,  on or b e f o r e  a f i xe d  time, out of 

a p p r o p r i a t i o n s  m a d e  f o r tha t pu r p o s e .

* Sec. 2. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 01. -

b o n d  a n t i c i p a t i o n  notes; a n d  p r o v i d i n g  for an °ective

d a t e ."

1 0 . 0 7 0 ( c ) .
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Mr . P r e s  i d e n t D a t e

Th e  C o m m i t t e e  on inane5 has  had  CSHB 669
malting'-' 'a- continuing: appr op r i a t lcmr;i'or» the p a y m e n t t or aebt service on (r.ehera 

u n d e r  c o n s i d e r a t i o n .  A M a j o r  ? t y o f  t h e  me mb e r s  o f  t h e  C o m m i t t e e  1 igat iorv
bond? of state

( ) r e c o mme n d s  i t  DO PASS

( ) r e c o mme n d s  i t  DO NOT PASS

( ) r e c o mme n d s  i t  DO PASS WI TH ATTACHED AMENDMENT(S)

r e commend  s i t  BE REPLACED WI TH CS FOR AND THAT

DO PASS

r e c o mme n d s  i t  BE REFERRED TO THE

COMMITTEE

r e p o r t s  i t  b a c k  WITHOUT RECOMMENDATION

" o t h e r "

Me mb e r s  s i g n i n g  t h e  Ma j  o r i t y  r e p o r t

M e mb e r s  NOT c o n c u r r i n g  i n  t h e  M a j o r i t y  r e p o r t

r e c ommend  s

r e commend  s

r e c o mme n d s

r e c ommend  s

r e c ommend

Cha i rman



Of f e r e d  i n  t h e  SENATE:  — r m _

To ;  cs  SENATE B I L L  No, __________
HOUSE B I L L  No, _ m  

Pa g e : _______________   ^-I N E :  —

Page 1, line 18: change "becomes" to"become"

line 21: delete "under AS 43-08"

line 2 3 : insert "state" before "bond committee

Page 2, line 2: after "notes" insert "issued u n d e r  this
chapter"



J a n u a r y  29, 1976

The Ho no rable M i k e  B r a d n e r  
Speaker of the House 
A l a s k a  State L eg islature 
Juneau, A l a s k a  99811

Dear Mr. Speaker:

In a c c o r d a n c e  w i t h  AS 24.30.060(b) a n d  the U n i f o r m  
R ules of the A l a s k a  S ta te  Legislature, I a m  t ra n sm i t t i n g 
a bil l to pro vi de  for a c o n t i n u i n g  a p p r o p r i a t i o n  each 
fiscal y e a r  from the gener al  fund for the p a y me n t of 
p r in ci pa l a n d  int er es t o n  all general o b l i g a t i o n  bonds 
of the state. To this extent, the p r o p os ed  bill is 
identical to HB 482 in tr od uc ed  last session. The 
p res en t bill, in addition, p rovides for an a p p r o p r i a t i o n  
each fiscal y e a r  f r o m  the g e ne ra l fund m o n e y  for p a y m e n t  
of in te re st  on b on d  a n t i c i p a t i o n  notes issue d in 
a nt ic i p a t i o n  of gen er al  o b l i g a t i o n  bonds and on 
r evenue a n t i c i p a t i o n  n ot es  of the state.

The in cl usion of a c o n t i n u i n g  a pp ro p r i a t i o n  for 
p ayment of pr in cipal a n d  int er es t on g e ne ra l o b l i g a t i o n  
b o nd s is m a d e  on the a d vi ce  of State b o n d  counsel,
Mr. C. Ric ha rd  W a l k e r  of S an Francisco. Mr. W a l k e r  has 
stated that the la nguage c o n t a i n e d  in the prop os e d bill 
should be enac te d into l aw in o r d e r  that bondh o ld er s 
w o u l d  be secure and the state in a b e t t e r  pos it i on  if the 
n ec es sa ry  a p p r o p r i a t i o n  is made, onc e and for all, befor e 
the bonds are issued. A f t e r  the sale held on M a y  6, 1975 
a t  w h i c h  time $42,000,000 of the State of A l aska 
general o b l i g a t i o n  bonds we re  sold, there remained 
§177,360,000 of State of A l as ka  gener al  o bl ig a t i o n  bonds 
w h i c h  had b e e n  a u t h o r i z e d  b u t  w e r e  unissued. Passage 
of the p r o p o s e d  bill, in the o p in io n of the state bo nd  
counsel, w o u l d  e n h an c e future sales of a u t h o r i z e d  b u t  
still u n i ss ue d state g e n e ra l o b l i g a t i o n  bonds by g i v in g 
m o r e  c r ed ib il i ty  to the s e curity of the bonds.

By e x t e n di ng  the bi ll  to a l s o  c o ve r i n t e re st  o n  bo nd  
a n ti ci pa ti o n notes issued in a n t i c i p a t i o n  of gener a l 
o b l i g a t i o n  bonds, the state may, duri ng  a p e ri od  w h e n  
state general o b l i g a t i o n  bonds a r e  n o t  as a t tr ac ti ve  as 
o t h e r  investment, sell s h o r t - t e r m  notes instead. The



interest o n  those n o t e s  w o u l d  a u t o m a t i c a l l y  b e  paid 
from the g e neral fund. The i n c l usion of bond a n t i c i p a­
tion notes in the p r o p o s e d  bill w o u l d  improve the 
m a r ketability of these n o t e s  and r e d u c e  or eliminate 
possible probl e m s  a r i s i n g  f r o m  incorr€;ct estimates of 
debt services to b e c o m e  d u e  in a p a r t i c u l a r  year.

By e x t e nding the bill to c o v e r  i n t e r e s t  o n  revenue 
anticipation notes, i n t erest on these notes w o u l d  
automatically be p a i d  f r o m  the genersil fund w h e n  
issued b y  the c o m m i s s i o n e r  of revenue.

Sincerely,

J a y  S. H a m m o n d  
Governor
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IN T H E  H O U S E  B Y  T H E  F I N A N C E  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 669 

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

N I N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A B I L L

F o r  a n  Act e n t i t l e d :  "An Act m a k i n g  a c o n t i n u i n g  a p p r o p r i a t i o n  for the p a y­

men t  of  de b t  s e r v i c e  on g e n e r a l  o b l i g a t i o n  b o n d s  of the 

state, b o n d  a n t i c i p a t i o n  n ot e s ,  a n d  r e v e n u e  a n t i c i­

pa t i o n  no t e s ; a n d  p r o v i d i n g  for an e f f e c t i v e  d a t e . "

B E  I T  E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S KA :

* S e c t i o n  1. AS 3 7.15 is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

A R T I C L E  4. M I S C E L L A N E O U S  P R O V I S I O N S .

Sec. 37 . 1 5 . 6 0 0 .  A N N U A L  A P P R O P R I A T I O N .  (a) T h e r e  is a p p r o p r i a t e d  

e a c h  f i s c a l  y e a r  fro m  the g e n e r a l  fund the a m o u n t  n e c e s s a r y  for the 

p a y m e n t  o f  the p r i n c i p a l  o f  a n d  i n t e r e s t  on all  g e n e r a l  o b l i g a t i o n  b o n d s  

of the s t a t e  a u t h o r i s e d  b e f o r e  or a f t e r  the e f f e c t i v e  d a t e  o f  this s e c­

ti o n  in a c c o r d a n c e  w i t h  art. IX, sec. 8 of the A l a s k a  C o n s t i t u t i o n ,  as 

the p r i n c i p a l  an d  i n t e r e s t  b e c o m e s  du e  a n d  p a y a b l e .

(b) T h e r e  is a p p r o p r i a t e d  e a c h  f i s c a l  y e a r  f rom the g e n e r a l  fund

the a m o u n t  n e c e s s a r y  for the p a y m e n t  of i n t e r e s t  on bond a n t i c i p a t i o n

n o t e s  i s s u e d  u n d e r  AS 4 3 . 0 8 in a n t i c i p a t i o n  o f  g e n e r a l  o b l i g a t i o n  b o n d s  

of the state.

(c) The b o n d  c o m m i t t e e  s h a l l  su b m i t  a r e p o r t  t o  the l e g i s l a t u r e  oy 

the t h i r d  M o n d a y  of e a c h  J a n u a r y  s e t t i n g  out in d e t a i l  the a m o u n t  a p p r o­

pr i a t e d  from the g e n e r a l  fund u n d e r  this s e c t i o n  fo r the p r e v i o u s  fis c a l  

year, the a m o u n t  a n t i c i p a t e d  in the c u r r e n t  f i s c a l  year, an d  an a m o u n t  

f o r e c a s t  for the n e x t  f is c a l  year.

* Sec. 2. AS ^3.08 is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

Sec. 4 3 . 08 . 0 3 5 .  A N N U A L  A P P R O P R I A T I O N .  (a) T h e r e  is a p p r o p r i a t e d
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e a c h  f i s c a l  y e a r  f r o m  the g e n e r a l  f u n d  the a m o u n t  n e c e s s a r y  fo r  the 

p a y m e n t  o f  i n t e r e s t  o n  r e v e n u e  a n t i c i p a t i o n  notes.

(b) T h e  c o m m i s s i o n e r  s h a l l  s u b m i t  a r e p o r t  to the l e g i s l a t u r e  by 

the t h i r d  M o n d a y  of e a c h  J a n u a r y  s e t t i n g  out in d e t a i l  the a m o u n t  a p p r o­

p r i a t e d  f r o m  t h e  g e n e r a l  fund u n d e r  thi s  s e c t i o n  for the p r e v i o u s  f i s c a l  

y ear, t h e  a m o u n t  a n t i c i p a t e d  d u r i n g  the c u r r e n t  f i s c a l  y ear, a n d  an 

a m o u n t  f o r e c a s t  for the nex t  f i s c a l  year.

* Sec. 3. T h i s  Ac t  t a k e s  e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 0 1 . 1 0 . -  

0 7 0 ( c ) .

CSHB 669 -2- //
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1

B Y  T H E  R U L E S  C O M M I T T E E  BY 

IN T H E  H O U S E  R E Q U E S T  OF T H E  G O V E R N O R

H O U S E  B I L L  NO. 669 

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

N I N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A B I L L

F o r  an Act e n t i t l e d :  "An Act m a k i n g  a c o n t i n u i n g  a p p r o p r i a t i o n  for the

p a y m e n t  of d e b t  s e r v i c e  on g e n e r a l  o b l i g a t i o n  b o n d s  

of the state, b o n d  a n t i c i p a t i o n  notes, and r e v e n u e  

a n t i c i p a t i o n  no t e s ;  a n d  p r o v i d i n g  for a n  e f f e c t i v e  

d a t e ."

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A LA S K A :

* S e c t i o n  1. AS 3 7.15 is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

A R T I C L E  3. M I S C E L L A N E O U S  P R O V I S I O N S .

Sec. 3 7 . 1 5 . 8 1 5 .  A N N U A L  A P P R O P R I A T I O N .  (a) T h e r e  is a p p r o p r i a t e d

e a c h  fisc a l  y e a r  f r o m  the g e n e r a l  f u n d  the s u m  of m o n e y  n e c e s s a r y  for

the p a y m e n t  of  the p r i n c i p a l  of a n d  i n t e r e s t  on a l l  g e n e r a l  o b l i g a t i o n  

b o n d s  of th e  state a u t h o r i z e d  b e f o r e  or a f t e r  the e f f e c t i v e  d a t e  of 

this s e c t i o n  in a c c o r d a n c e  w i t h  art. IX, sec. 8 of the A l a s k a  C o n s t i t u­

tion, as the p r i n c i p a l  a n d  i n t e r e s t  b e c o m e  d u e  a n d  p a y able.

(b) T h e r e  is a p p r o p r i a t e d  e a c h  f i s c a l  y e a r  f r o m  the g e n e r a l  fun d  

the s u m o f  m o n e y  n e c e s s a r y  f o r  the p a y m e n t  of i n t e r e s t  on b ond a n t i c i­

pa t i o n  n o t e s  i s s u e d  in a n t i c i p a t i o n  of g e n e r a l  o b l i g a t i o n  b o n d s  a n d  

on r e v e n u e  a n t i c i p a t i o n  notes.

* Sec. 2. T h i s  Act t a k e s  e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 01.- 

1 0 . 0 7 0 ( c ) .

Introduced: 1/29/76
deferred: Finance
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