


"An Act creating the Alaska Municipal Bond Bank Authority and
prescribing its organization, powers anc! duties; and providing
for an effective date."

1/2V75 COMMITTEE REPORT FINANCE
HOUSE
Mr . Speaker: Date S -/s
The Commlttee on CKA has had HB 72
under consideration. A Majority of the members of the Committee

( ) recommends it DOPASS

( )recommends it DONOT PASS

( ) recommends it DOPASS WITH ATTACHED AMENDMENT(S)
( ) recommends it BE REPLACED WITH CSFOR AND THAT
CS FOR DO PASS

() "and" recommends It BE REFERRED TO THE

COMMITTEE
() reports It back WITHOUT RECOMMENDATION
() "other"
Members signing the Majority report:
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Members NOT concurring In the Majorlty report:
recommend 9 :
recommend s :
recommend s :
recommend s :

recommends :

Chairman
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To: MPflg Amend HOUSE BILL No. n_

SENATE BILL No.

Page:

On Page 21, line 23, after the word "legislature" delete the word "shall"
and insert "may".

Or. Page 21, Hrie 25, after the word “governor” insert the words "and to

the chairmen of the House and Senate Finance Committees".
On Page 21, line 27, after the word "January" delete "2" and insert "30".

On Page 21, line 28, after the word "governor", Insert the words "and to

the chairmen of the House and Senate Finance Comnitteesl.



"louse Community & Regional

By: 'ffairs.tojinutiei

O ffered in the HOUSE:

To: MBOtt Arenrt HOUSE BILL No, n

senate sitt  NO.

Page: 22 Line: n, 7. 9
On page 22, lines 6, 7, 8 and 9, delete the words "however, at the end
of each fiscal year any amount representing earnings or income received
on account of money appropriated to the reserve fund shall be transferred
to the general fund.” and insert the words "subject to the ter~s of any
act appropriating money to the reserve fund.”



House Committee on

COMMUNITY & REGIONAL AFFAIRS

Meeting Minutes

February 25, 1975
9:00 am

Meeting was called to order by Chairman Cotten to continue the discussion
of the Municipal bond bank authority, HB 72 and 73. Present were:

Rep. Sam Cotten

Rep. Al Ose

Rep. Glenn Hackney

Rep. Oral Freeman

Barbara Englert Thomas, Staff

Don Berry, Municipal League

GInny Kline, President, Municipal League

Tne purpose of this meeting was for the Committee to have a work session on
the Municipal Bond Bank. Chairman Cotten questioned the provision for surety
bonding of the Authority members. Rep. Freeman responded that this 1is pretty
standard- it is like an insurance against dishonesty.

Rep. Hackney asked i1f we had a fiscal note. Cotten said no, but we could get
one if the Committee felt this to be necessary. REp. Freeman stated that the
real problem with the fiscal aspect of this will come up in the Finance Com.
Cur Committee should be looking at the philosopy behind the bill. He stated
that he has been in favor of it for 6 j>.ar3 or ever since the Municipal League
began supporting it.

Chairman Cotten questioned sec. 44.58.090 (13). Freeman answered that this

allows the Authority to invest extra money they have on hand - all in short—
term investments by the ,iature of the provision. TMs jJjust gives them a tool
for prudent money management. Section 44.58.090 (18) allows them to purchase

standard insurance. Section 44.58.170 is included because one government
cannot tax another.

Mr. Freeman moved and Hackney seconded to pass the bill out of Committee today.
Ose objected and Wanted to hold it for the rest of the Committee; he withdrew
his objection. Mr. Cotten suggested the Committee consider the amendments pro—
posed by Mr. Wchlforth and Commissioner Gallagher. Tne Committee voted to vote
t-- bill out of committee as amended (five do pass with attached amendments,

one no recommendation).
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COMMUNITY & REGIONAL AFFAIRS

Meeting Minutes

February 21, 1975
2:30 am
Meeting was called to order by Chairman Cotten fo

Representative Sam Cotten, chairman
Al Ose

Mike Hershberger
Kathryn Ostrosky
Larry Davis
Representative Mike Miller

Fran Ulmer

Stirling Gallagher, Commissioner of Revenue
Eric Wolforth,
Robert Yeastings,
Jack Chenoweth, Director of LOcal
Barbara Englert Thomas, Staff

Staff

Ex commissioner of Revenue,
bond consultant from Seattle

Andrea Guernsey,

335- Chairman Cotten makes a short introduction.

375- Yeastings makes some opening comments.
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side 2
HB 72 cont"d 335-1228

1) page 21, subsec g and h- language currently says that the Legislature: shall
appropriate annually any amount the reserve fund may be in deficit. Should take

out shall and add may. A Legislature shouldn®"t attempt to direct what a future
Legislature does.

2) HB 73-The suggestion is to provide for an appropriation of enough to the reserve

fund for 50 million in bonds. $4,445,000 appropriation to debt; reserve fund- 1 years
debt service on 50 million bonds of the Authority. Earnings on that amount go to the
general fund. Tne Legislature has the opportunity to see if the Bond Bank is function—
ing in the proper way. Can increase or not appropriate further monies.

6 ,9-Chairman Cotten asked if the 2.6 wasn"t enough to support 50 million in bonds?
Eric said it would support 30 million. Commissioner Gallafjaer said that then-*
are already 56 million authorized but unissued and 34 million anticipated for a
total of 90 million.

656-Representative Miller said the amendment has his full conciorrence.

711-Hershberger asked if the Authority will pick and choose among the applicants.

Gallagher replied yes, they have set up criteria. Schools are HI, waterways
treatment H2.

722-Mr. Cotten remarked that priorities would naturally be set up with 90 million
requested. He asked what was the 10$ figure that Gallagher mentioned earlier.

The reserve fund is approximately 10% of total bonds outstanding, (its actually
closer to 8%). With reserve fund of around 8% the leverage we get off of that,
half returned to treasury. The earnings come back to treasury.

752-Gallagher remarked that the appropriation method was a gooi way for the Legislature
to control the quality.

762-Sam wanted to know what would happen if the Legislature diin"t appropriate enough.
Would that affect the bond rating? The Bond consultant, Mr. Yeastings, said it
would if it dropped below an amount equal to average annual debt service on the
obligation of the bank. It depends on a lot of things but would probably adversly
affect it. Under ideal circumstances the reserve fund would never change anything,
Sam thought.

786-Representative Miller said that people usually think of spending money when the
word appropriation is mentioned but actually this money will probably never be
spent. We"re really setting up a separate savings account of which we won"t draw
on the principal, only on the interest.

808-(Cotten) 4 1/2 million would actually be an investment by the State and we would
be making money on it.

8l4-(Gallagher) All we"re doing is freezing the principal. The earnings still come back
to the treasury every year.

817-Mr. Yeastings said that normally when a community gets into trouble and can"t make
their payments 1its only temporary. They will eventually pay it back.

836—CCotten) Would you be able to count that as accounts receivable for a certain amount
of Cim.e? Not really, but you couid consider it that way. lCotten) There would have
to be an appropriation to fill the gap if there was a default. Bob said that when
the money eventually came back the reserve would rise above the requiremnt.

850—(Eric) If you had a half million in deficit it would be unlikely that you would
issue any more bonds.

862-(Cotten) Would you expect 50 million to be taken care of right away? Gallagher
said that they would go through éb million the first year but don®"t anticipate
more than 50 million.

882—Hershberger said that there would be issues popping out of the v/oodwork since the
money is there. Mr. Gallagher said thats why they set up criteria (pg 14). Ve
don"t want to finance everything.

912-Representative miller said that the criterig weren"t iron clad. Up to the discretion
of the Commissioner of Revneue. Gallagher §aid that the other criteria was they

be in an economically depressed area.
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1) page 21, subsec g and h- language currently says that the Legislature shall
appropriate annually any amount the reserve fund rrciy be in deficit. Should take
out shall and add may. A Legislature snouldn®"t attempt to direct what a future
Legislature does.

2) HB 73-He suggestion is to provide for an appropriation of enough to the reserve

fund for 50 million in bonds. $4,445,000 appropriation to debt reserve fund- 1 years
debt service on 50 million bonds of the Authority. Earnings on that amount go to the
general fund. The Legislat"ire has the opportunity to see if the Bond Bank is function-—
ing in the proper way. Can increase or not appropriate further monies.

649-Chairman Cotten asked if the 2.6 wasn®t enough to support 50 million in bonds?
Eric said it would support 30 million. Commissioner Gallagher said that there
are already 56 million authorized but unissued and 34 million anticipated for a
total of 90 million.

656-Representative Miller said tne amendment has his full concurrence.

711-Hershberger asked if the Authority will pick and choose among the applicants.
Gallagher replied yes, the} have set up criteria. Schools are #1, waterways
treatment #2.

722-Mr. Cotten remarked that priorities would naturally be set up with 90 million
requested. He asked what was the 10% figure that Gallagher mentioned earlier.
".[he reserve fund is approximately 10$ of total bond3 outstanding, (its actually
closer to 8%). With reserve fund of around 8% the leverage we get off of that,
half returned to treasury. The earnings come back to treasury.

752-Gallagher remarked that the appropriation method was a good way for the Legislature
to control the qualit}

762-Sam wanted to know what would happen if the Legislature didn"t appropriate enough.
Would that affect the bond rating? The Bond consultant, Mr. Yeastings, said it
would if it dropped below an amount equal to average annual debt service on the
obligation of the bank. It depends on a lot of things but would probably adversly
affect it. Under ideal circumstances the reserve fund would never change anything,
Sam thought.

706-Representative Miller said that people usually think of spending money when the
word appropriation is mentioned but actually this money will probably never be
spent. We"re really setting up a separate savings account of which we won"t draw
on the principal, only on the interest.

808-(Cotten) 4 1/2 million would actually be an Investment by the State and we would
be making money on it.

814-(Gallagher) All we"re doing is freezing the principal. The earnings still come back
to the treasury every year.

817-Mr. Yeastings said that normally when a coimunity gets into trouble and can"t make
their payments its only temnorary. They will eventually pay it back.

836—(Cotten) Would you be able to count fchnt as accounts receivable for a certain amount
of time? Not really, but you could consider it that way. (Cotten) There wnuld have
to be an appropriation to fill the gap 1f there was a default. Bob said that when
the ironey eventually came back the reserve would rise above the requiremnt.

850-(Eric) If you had a half million in deficit it would be unlikely that you would
issue any more bond3.

862-(Cotten) Would you expect 50 milLjon to be taken care of right away? Gallagher
said that they would go through gb million the first year but don®"t anticipate
more than 50 million.

882-Hershberger said that there would be Issues popping out of the woodwork since the

money 1is there. Mr. Gallagher said thats why they set up criteria (pg 14). V/e
don"t want to finance everything.

912-Representative miller said that the criteria weren®"t iron clad. Up to the discretion
of the Commissioner of Revneue. Gallagher said that the other criteria was they

be in an economically depressed area.
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958-(Miller) What bond rating do you expect this to give to these conmunities?
Hopefully an A rating, Yeastings said.

972-(Cotten) If the full faith and credit of the State were behind it it would
be an A-1 rating.

98“—(Yeastings) An A rating is probably as gcod as you could hope for. Many issues
would be non-rated mostly because of small population or isolated economy.

1000- Chairman Cotten asked Mr. Chenoweth if he had any comments. Jack said he
didn"t.
1007-REpresentative Ostrosky asked about the staffing. Mr. Gallagher said there

was an investment officer in the Dept, of REvenue called a debt manager.
The Bond Bank would be one of his duties.

1031-Cotten asked what difficulties the bill had in the past so they could avoid
the pitfalls.

1037-Eric said the House Finance Corimitte in 1971 thought the earnings on funds should
go back to the general fund. We"ve changed that this year to provide for that.
The bill never was a high legislative priority.

1065-REpresentative Miller pointed out that it was never enough of a project.
This bill lias everything to gain and nothing to lose.

1033-(Eric) You"re not likely to receive any support from the Anchorage Borough
or the Fairbanks borough because they probably wouldn"t use it.

1095-Cotten wondered about the similar bill in the Senate. Eric said they tried to
coordinate and hopes the Senate will use the same bill that comes out of this
committee.

1117-Mr. Hershberger likes the 1idea.

1129-Mrs. Ostrosky had a question about sec 9 on page 6. (grants).This was just an
excess of caution. Have to plan for everything just in case, Eric said.

1170-Chairman Cotten askeed for recorrmended reading. Eric said he would supply the
Committee with materials.

1190-Kathryn asked if this would eliminate the need for conmunities to hire a
financial consultant. Bob said it would as far as assistance in issuing actual
Issuance of bonds. These might be a consultant bringing the community up to the
point of issuance of bonds.

Meeting adjourned.(end 1228)



House Committee on
COMMUNITY & REGIONAL AFFAIRS

Meeting Minutes
February 19, 1975
4:00 pm

Meeting was called to order at 4:15 by Chairman Cotten for discussion of H372.

Present were:
Representative Cotten, Chairman
" Ose
Hershberger Ostrosky- absent
Hackney
Freeman
" Davis
Commissioner Gallagher, Revenue
Mark Erteschek, Dept, of Law
Jack Chenoweth, Direcotr, Local Government Assistance
Representative Bradley
Senator Rodey
Senator Willis
Barbara Englert Thomas, Staff
Andrea Guernsey, Staff
Pat Corbett, Senate Staff

Commissione Gallagher started by giving a run down of the bill. "Municipal bond
bank is a state agency type financing that can help the conmunities to finance
their debt in the open market. A lot of the communities are shut out, even though
they"re credit worthy, by being that the issue size is too small; situation like
the new Eagle River Borough who don"t have bonded indebtedness history, people
don"t know hew they"re going to perform in market, so initially when they go into
the market they have a problem selling their debt. Quite often a New York house
will not rate a bond until it"s 2 years in the existence. Eagle River-Chugiak
will probably have bonded indebtedness needs within the first 2 years of it"s
existence. Also because of the size of the credit it costs just as much to under —
write a large credit as it does to a small credit so we have whole series of
smaller conmunities who find high borrowing costs Just because their borrowing
costs are not that large. They have a hard tine selling. The answer to that
problem of course is the Municipal Bond Bank and its an agency financing and we
purposely put it funded reserve behind this agency to make it sell bettor on the
market. Hopefully designed the bill to sell at one credit rating below the State

credit. State credit is a Al rating and we think this credit will sell like an A
bond. Anchorage and Fairbanks are A rated communities, so are Ketchikan and the"
North Slope. All the rest ai® BAA rated bonds,. These communities have a stable
economic base. Other communities, for example the Matanuska-Susitna Borough, who
although they have a stable economic base, as a bedroom community for Anchorage,
they"re very leverage credit. The bill wouldn"t help Fairbanks because its average
debt is $250 per person. Anchorage is $1100 oer person and Mat-Su is $1,000.

With the funded rer uve behind this authority, it will raise the bond from a BAA,
the weakest link in the series of bonds, to a level of one stop underneath the
State. You"ve put some commitment behind those credits. It will save the State
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money by doing this. Ve set out, criteria under which what projects should be
considered in this bill. The HI project are schoo?.s- it helps the community
ard .also helps the State because we have 502 funding requirement under the
foundation program for school construction. 30 any money you save the school
district the State also saves. Other criteria are water waste treatment.

lhe bond bank has 5 members on the board: Commissioner of Revenue; Conmlssioner
of Cormunity and Regional Affairs and 3 others, Under the dept, of Revenue

we have a man called a debt manager for the State. We sell $300 million bonds
every year. Hiere should be a man charged with the responsibility of debt
management. Hie man will also get the applications for the Municipal Bond Bank,
as the executive secretary. The dept, of Community and Regional Affairs will
have a lot of input about which credits we accept.

Poweres of the bond bank are to make loans or to purchase bonds of a community

to sell into the market at a reasonable i.*ate of interest with the proper safe

guards built into it, making sure the mo:iies are paid prcperly into the reserve
fund.

We limited the Bond Bank from getting into other sorts of investments. We only
want them in investments of corrmuniti.is. Not in the bill to buy revenue bonds
of cities- maybe at some later date if the program is successful. We need a
successful program with general obligation bonds first."

1~(5- Freeman: Will these be tax exempt bonds? Gallagher replied yes.
1~ 3- Cotten: When you talk about savings between an Al and A rating what are
you talking about? Gallagher said that most conmunities are a BAA rating;

A rating-50-70 basis points (basis points 72-7.01). 70 basis pointson
$10,000,000 is. worth $1,000,00"< on 20 year issue. 70 points=7 tenths of 1 percent.
20 difference between A and A].

1786-Willis: V/ill Fairbanks and Anchorage still be allowed to go independently to
market? yes, they don"t have to use the state agency. Will the Bond Bank
cover individual service areas in municipality? yes, it could.

1527-Freeman: What backing? Mark Frteschek answered: Bill will create independent
corporation which will be under control and be in an administrative sense under
the dept, of Revenue but will have separate legal existence. This organizaton
will pledge its own credit to the bonds. |Its credit will be based on: 1) reserve
fund which will contain sufficient money to give bonds the rating that we want
to market them at and will be funded out of appropriation from the Legislature;
2) actual funds of authority itself. Authority will generate revenue from its own
nurchase of muuicioal bonds. Authority will sell its bonds and take money and
buy municipal bonds. Municipal bonds will be paid off by municipality and the
funds coming into the bond bank authority from the municipalities will be used
to pay off its own bonds which it sold in the larger money markets and behind
it all slt3 the reserve fund to make payments in the event of a possible default.
This device will not give municipality a source of money that hey won"t have to
pay back. It will save them administrative expenses of making sale on th&ir own.
We will give them better bond rating when they actually do make a sale.

1560-Freeman: 1f you don"t put full faith and credit of State behind it what gives
the bond authority better credit rating than Ketchkan has right now? Mark
replied: Reserve fund gives betrer bond rating. What if reserve fund used up?

Hie State will have obligation to replenish reserve fund. When we refuse credit
of State it means bond holder will not be able to sue state of Alaska on that
.bond If its defaulted but State is pledging moral obligaton but not in a legal
sense.



1614-Freeman: The less guarantee there is the highter the interest rates.
Gallagher: That"s why there"s a reserve. Aimed at conmuniites who have
some economic problems and that®s why there®.s a funded reserve behind it.

1622-Hackney: What is the amount of funded reserve or would reserve be general
fund of State? Gallagher: no. Funded reserve in HB 73 is one years annual
debt service. We don"t want to finance everybody, only those who are truly
in need. In order to finance those: 1) annual appropriation of money we
think can finance us next year; 2) lid on financeing that can be done by
Authority. There are 2 lids- mount appropriated and total lid-* of $150,000,000.

1639-Freeman: What is the ratiorof percentage of reserve? Gallagher: Minimum of
annual debt service.

1662-Bradley: Why not pledge the full faith and credit of State. GAllagher: Can"t
without having everyone in State vote on each particular issue provided by
constitutional provision.

Bradley: Are there any instances of municipal bonds going into default?
Gallagher: 30 issues since 1932. Alaska has had 1 (Dillingham).

1713- Cotten: Are many other states in same need? Gallagher: 20 or 30 have
municipal bond banks. Vermont and Maine have been successful, probably
."because of small towns.

1727-Cotten: question about base rates figures charged by bonding house to
assess whether or not bonds are saleable. Gallagher: Expensive because
they have to bring in consultants etc.

175”~-Hackney: Asked about expansion of hospital in Fairbanks. Gallagher: The
focus of the bill is on urgent needs. Public health would be one of them.

Tapel#3 side 2

51-Hackney: But you would still have to have voters approval?

127-Freeman: larger communities wouldn®"t probably ever use it? Gallagher: no,
except for small projects.

178-0se: Would any municipality be refused? Mark: Bill geared towards credit
worthy municipalities. They have not excluded 2nd class cities with limited
debt bub they still have to be credit worthy.

end 335. Meeting adjourned at 5:00.






/ /7  <1] s.
y Hu * ctad, fa t0<ZyJ? /r> LW oav A ~ N> U 4 &
t corsQpF %H . AW f HrMHH *ssvw?, V«R™N o%
@>Mr 2 *  <Skbk &,A &*1 _ - .
-
Nirldce / i £ irem 7 s /v A ;
_ mjn
(3) '"HJec”rS  JMt  yyoCUdAS A Nr- 7*cl/ S*4 n
Ith cl Uv rj ‘ SSUJLA
Jo
(Em. Huvyiujtadifies  build* p> 0~ (kd+ fs bAcL- Libd- f ,HiNiA -
$85
i A bji-» AP>x VA2h, C#*'1' HH- isjtfu; s crtf VIL.&Kifa
) Ix(<wHh- “u i/ [f=. piorP)e>"cd( H CUvUtoH jp ty b j cHoA A
mlLj- bfd IxlyJc J4d Iciis U>H BC- C tidtl Ux H* (Hb\~
£6N\NCSL  WhE~<J<- jn>-V\b
) $*> L >FE£ b fabh C u)kc < [vpivas 7 dLilr lcrvy
) 3 fj)HT Qttw Z-IfIHAES SN lybpy*
1ijhj Is H a rc/vknr Co*4-*
j$<+yZs XnH% .
M\ r m _A.n> & /7 Sro u m
f*
fytw zLzIm d A~ 'Ciri-i)

P A frA

hMvtol f*H **

Pb <IX. x&y'K,k 7" 7



¥ s bwA &DbJL - "

an n d» Ih>sJl K& vkel’ N
a 2 2 U j & * ot L A

~ & (/N

& C'C  ttdll (Its

(toby Y ttsbM f OwJ[ (w u Ifa th

thl " ibvA j f# 7 A a\rnMr(h® ci tffartil A 0?2W4<A
(t p tl ##/Q.1, C </Ah A el
3y up) 72 foteyAst 71 A Kk'- A 4ACS i,/AC N IIC A
w * 3 «*;*/ /A

- SWAYA* X7 AN Swt IR .

i/A\wATAMes A%,yc N\/,



M EMORANDUWM

State of Alaska

DEPARTMENT OF COMMUNITY AND REGIONAL AFFAIRS

TO; Larry

Deputy Commissioner of

Eppenback

of Revenue s

y

Department

from: jack Chenowd'th*-»

r A

Director

Local

Questionnaires
anticipated general
summarized below.

Anchorage Area Borough

AUTHORIZED BUT

Juneau $
Sitka
Kenai Peninsula
Borough
Kodiak Island
Borough

M atanuska-Susitna

Borough

North Slope Borough

Bethel

Cordova

Government Assistance

directed to
obligation

The Cities

and the

Treasury

DATE: December 13, 1974

FILE NO:

TELEPHONE NO

Division

bond

UNISSUED

2,500,000
-0-
-0-

35,000

15,500,000

20,000,000
2%¥900,000
650,000
50.000
50.000
7.,650,000

None

1,000,000

some 40 Alaska
issues.
of Anchorage

Fairbanks

subject: Municipal bond bank: reported

authorized but unissued and

anticipated obligation

bond

general

issues.

municipalities
The

inquired as to

information returned is

and Fairbanks, the Greater

North Star Borough are excluded.

ANTICIPATED PURPOSE
School
$ 4,000,000 Fire facilities
and equipment

1,000,000 Roads
3,500,000 Schools
Schools
None
Schools
None
Schools
Boadsv
Pliblic housing
W ater/sewer
Utilities
Other capital
improvements
None
250,000 Dock improvements
Civic center complex
5,500,000 School



Larry Eppenback -2- December 13, 1974

AUTHORIZED BUT

UNISSUED ANTICIPATED PURPOSE
Ketchikan $ 1,250,000 $ Sewer treatment
facility
None
Kodiak 1.380.000 W ater and sewer/streets
Aone
Nome 1,000,000 Schools
2,000,000 Port facilities
Pelican None
58,500 Sewage treatment facility
Petersburg None
5,500,000 School
Seward 600,000 W ater/sewer/sewage
treatment
50,000 Dock improvement
Skagway 200,000 Sewer
None
Soldotna 1.400.000 W ater/sewer
None
Wrangell 750,000 Sewer
350,000 Pool
Alaldez None
12,500,000 School

Other municipalities contacted but indicating no unissued bonds or anticipated

projects are:

Bristol Bay Borough - Kake

Haines Borough Kenai

Ketchikan Gateway Borough King Cove

Barrow Klawock

Craig Kotzebue

Dillingham Nenana

Saint Mary’'s

Haines

Homer Seldovia

Hoonah Unalaska

Hydaburg Yakutat
Totals of the bonds listed are:

Authorized but unissued $ 56,715,000

Anticipated $ 34,708,500

JBC:bg



@ In order to assure the maintenance of the
required debt service reserve in the reserve fund, the
legislature Arggiy*-ppropriate annually to the bond bank
authority for deposit in the fund, the sura certified by the
chairman of the bond bank authority to the aovr-rnor and to
the chairmen of the liouse and Senate Finance Committees,
that is necessary to restore the fund to an amount equal to
the required debt r.ervico reserve. The chairman annually,
before January V)Jf shall nakc and deliver to tne governor
and to the chairman ; t.ie House and Senate Finance Committees
his certificate stating the sum require”™ to restore the fund
to that amount, and the sjuir so certified nay be appropriated
and paid to tne bond banl authority during the then current
state fiscal year, h®"othing in this subsection creates” a debt
or liability of the state.

(h) All amounts received on account of money
appropriated to the reserve fund referred to in (a)(@) of
this section shall be hold and applied in accordance v/ith
(b) of this section; subject to the terns of any act appro—

priating money to the reserve fund.



fiifsxwt of "Ropresentatdies

February 5, 1975

Tayloe Murphy Institute

Graduate School of Business Administration
Univrsity of Virginia

Charlottesville, Virginia 22903

Dear Ladies and Gentlemen:

The Alaska Legislature is presently considering legislation
concerning a municipal bond bank. A copy of your October 1973
publication "Bond Banks: iheir Role in Assisting Municipalities
in Obtaining Funds for Public Improvement Purposes, with Particular
Application to the Commonwealth of Virginia" by Eleanor G. May
would be helpful in our study of this matter.

As our Legislature generally adjourns in May, your prompt
attention to this matter will be greatly appreciated.

Sincerely

Staff Assistant
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STATEMENT ON HB 72
Submitted by Don M. Berry
Executor Director
Alaska Municipal League
February 20, 1975

Mr. Chairman, Members of the Committee:

For the record, 1 am Don M. Berry, Executive Director of the Alaska Municipal
League, an organization representing cities and boroughs throughout Alaska.
On behalf of the League members, | wish to express our appreciation for this

opportunity to present testimony in support of HB 72, an act establishing the
Municipal Bond Bank Authority.

The League has spent several years reviewing and drafting the concept of
assistance to local governments by the creation of a financing agency within the
State which could provide a viable means of aiding these local governments to
overcome many of the high cost problems incurred in the capital markets and which
could aid communities in the financing of needed capital improvements. He feel
that hb 72as ** appears before this committee adequately meets these needs.

As you are well aware, many communities in Alaska have experienced extreme
difficulty in obtaining necessary funds to construct civic improvements due
to existing bonded indebtedness or high interest rates. Because of the extreme
costs of normal local government responsibilities, vitally needed capital im-
provements such as streets, sewers, water systems, hospitals, parks and recreation
facilities, pollution control, libraries, etc. have become inferior claimants in
the competition for the local tax base. Therefore, the only recourse has been
to go to the bond market with its nearly prohibitive costs. While many plans
hare been advanced by the U. S. Treasury, Congress and others to aid such
communities, one thing that all proposals have in common is the powerful involve-
uiv-.it of the federal government one way or another. The League believes that
jtate involvement is not only more appropriate but much more beneficial.

This involvement could take two courses - outright grants to political sub-
iivisions for capital improvements or the creation of a municipal authority such
r's you now have before you. Since !IB 72 does not deal with outright grants,

we will c2 .fine our remarks to the bond authority.

Unlike most states with their numerous political subdivisions issuing bonds
in large volume, Alaska has relatively few issuers, with most of the volume in
the City and Borough cf Anchorage, the City of Fairbanks, the Fairbanks North
Star Borough, and, to a lesser extent, the Kenai Peninsula Borough, the City
and Borough of Juneau, and the City of Ketchikan and Ketchikan Gateway Borough.

However, with the rapid increase of economic activity over the next few
years, “"aska may anticipate that its smaller cities such as VAldez and Cordova
and lean populous boroughs Riich ap the Matanuska-Jusitna and North Slope Borough
will begin to borrow on a volume comparable to the larger population centers. In
addition, villages or communities may be expected to incorporate or attain
corporate status permitting bond issuance, and other pockets of growth will
develop. These new growth pockets will have capital demands, initially for
schools and later for other municipal purposes.



Alaska may expect then over the next few years a number of potential bond
issuers who have never approached the municipal bond market. Many of these
will obviously be unrated on their initial financings. Thus, some of the local
issues will not gain nearly the investor attention they might deserve because
cf the difficulty of analysing the credit of a new municipality or a municipality
which has not heretofore borrowed. Particular economic, political or social
problems might be present in a given situation which would preclude any reason-
able expectation of obtaining funds by borrowing. Local officials in many of
these budding communities may find that readying an issue for market is beyond
their capabilities because of inexperience.

A Municipal Bond Bank Authority, such as envisioned in HB 72, could be
of immeasurable help to first time borrowers if only because of the advice it
could render on the techniques of preparing bonds for market.

In addition, the concept rf packaging a number of issues from new or smaller
municipalities in effect reoffercd through the new uniform sucurity of the
Municipal Bond Bank Authority could be of greac help in local debt management.
The primary analysis of the local bond security could be undertaken by the Bond
Authority and the burden relieved from outside municipal bond purchasers. It
may be expected that the Municipal Bond Authority operation could result in
interest cost savings to the smaller municipalities since the uniform security
it offers to bond holders would obviate the difficult issuc-by-issue bond
analysis now necessary and because the State, although not legally obligated to
support the bonds would be considered to be involved, nevertheless, in assuring
its successful operation. These obvious advantages would also accrue to the
larger and more experienced municipalities if they chose, under the terms of
113 72 to issue their bonds through the Authority rather than on the public
market.

An additional feature of the Municipal Bond Authority, available to all
Alaskan Communities, 1is the fact that it would help provide a continuing staff
to assist in local finance operations. It is realistic to assume that, with a
specific bond purchase and marketing function assigned to the Authority, progres
could bo made for the first time in securing and keeping current a uniform
accounting and information system from municipalities - the lack of which has
heretofore proved a problem to our local government operation in Alaska.

Thus, it is obvious that the Municipal Bond Bank Authority as established
by 1IB 72 offers much more far-reaching assistance to lor.il governments than just
the capability of securing lower interest rates on local bend issues. It pro-
vides the essential tools which might eventually enable each community to
attract investor interest cn ita own. It. could assist in developing financial
stability in local governments which in turn would enhance the credit c.f the
Pta".o at all levels.

The Lii".gue realizes the tremendous responsibility with which the Committee
has beencharged. Your decisions here will have a lasting effect on Alaska and
its citizens for years Lu come. So too will the decisions of local government
as they plan vitally needed capital improvements net only for the present but
for the generation of Alaskans who will require and utilize these facilities
in the ruture. We sincerely feel that an investment now in the schools, hospi-
tals, roads, environmental pollution control facilities of the future would be
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a wise and judicious investment of the State®s resources to assure its continued
growth and the development of its bright prospects in the decades to come.

In conclusion, 1 wish to express the thanks and appreciation of the entire
Alaska Municipal League for the opportunity to present this statement of
strong support of HB 72. We are anxious to assist you in your important

task and stand ready to help you in every way possible.

Thank you very much

Respectfully submitted,

Don M. Berry
Executive Director

DMB/j f
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