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Mr . S p e a k e r : Date
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The Comm I t t e e  on CKA has had H B  72

under c o n s i d e r a t i o n .  A M a j o r i t y  of  the  members of  the  Committee 

( ) recommends i t  DO PASS

( ) recommends i t  DO NOT PASS

( ) recommends i t  DO PASS WITH ATTACHED AMENDMENT(S)

( ) recommends i t  BE REPLACED WITH CS FOR __________________  AND THAT

CS FOR ________________________  DO PASS

( ) " a n d "  recommends I t  BE REFERRED TO THE ________________________________

COMMITTEE

( ) r e p o r t s  I t  back WITHOUT RECOMMENDATION 

( ) " o t h e r "

Members s i g n i n g  the Maj or i ty r e p o r t :

— ■ thh-c>'</(

/ .' G  c  ( (4  u<A .
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U» HP-

;

Members NOT c o n c u r r i n g  In the Maj o r I t y  r e p o r t :

_______ r ecommend 9 : 

recommend s : 

recommend s : 

recommend s : 

recommends :

C ha i rma n



O f f e r e d  i n  t h e  H O U S E

T o :  M P f l g  A m en d

H o u s e  C o m m u n i-j & R e g i o n a l  

B y  I A t T i i r s  Co;<!?iirtec
H O U S E  B I L L  N o .   n_

S E N A T E  B I L L  N o .  __________

P a g e : _

On P a g e  2 1 ,  l i n e  2 3 ,  a f t e r  t h e  w o r d  " l e g i s l a t u r e "  d e l e t e  t h e  w o r d  " s h a l l "  

a n d  i n s e r t  " m a y " .

Or. P a g e  2 1 ,  H r i e  2 5 ,  a f t e r  t h e  w o r d  “ g o v e r n o r "  i n s e r t  t h e  w o r d s  " a n d  t o  

t h e  c h a i r m e n  o f  t h e  H o u s e  a n d  S e n a t e  F i n a n c e  C o m m i t t e e s " .

On P a g e  2 1 ,  l i n e  2 7 ,  a f t e r  t h e  w o r d  " J a n u a r y "  d e l e t e  " 2 "  a n d  i n s e r t  " 3 0 " .

On P a g e  2 1 ,  l i n e  2 8 ,  a f t e r  t h e  w o r d  " g o v e r n o r " ,  I n s e r t  t h e  w o r d s  " a n d  t o  

t h e  c h a i r m e n  o f  t h e  H o u s e  a n d  S e n a t e  F i n a n c e  C o m n i t t e e s 1 .



O f f e r e d  i n  t h e  H O U S E :

T o : M B O t t  A r e n r t

P a g e :  2 2

On p a g e  2 2 ,  l i n e s  6 ,  7 ,  8  a n d  9 ,  d e l e t e  t h e  w o r d s  " h o w e v e r ,  a t  t h e  e n d  

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

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

t o  t h e  g e n e r a l  f u n d . "  a n d  i n s e r t  t h e  w o r d s  " s u b j e c t  t o  t h e  t e r ^ s  o f  a n y  

a c t  a p p r o p r i a t i n g  m o n e y  t o  t h e  r e s e r v e  f u n d . "

'louse Community & Regional

By: 'ffairs.tojninutieii____
H O U S E  B I L L  N o ,  n ________________________________

S E N A T E  B I L L  No. ____________
L i n e : ■ ,  7 .  9_________________



House Committee on

C O M M U N I T Y  &  R E G I O N A L  A F F A I R S

M e e t i n g  M i n u t e s  

F e b r u a r y  2 5 ,  1 9 7 5  

9 : 0 0  a m

M e e t i n g  w a s  c a l l e d  t o  o r d e r  b y  C h a i r m a n  C o t t e n  t o  c o n t i n u e  t h e  d i s c u s s i o n  

o f  t h e  M u n i c i p a l  b o n d  b a n k  a u t h o r i t y ,  H B  7 2  a n d  7 3 . P r e s e n t  w e r e :

R e p .  S a m  C o t t e n

R e p .  A 1  O s e

R e p .  G l e n n  H a c k n e y

R e p .  O r a l  F r e e m a n

B a r b a r a  E n g l e r t  T h o m a s , S t a f f

D o n  B e r r y ,  M u n i c i p a l  L e a g u e

G l n n y  K l i n e ,  P r e s i d e n t ,  M u n i c i p a l  L e a g u e

T n e  p u r p o s e  o f  t h i s  m e e t i n g  w a s  f o r  t h e  C o m m i t t e e  t o  h a v e  a  w o r k  s e s s i o n  o n  

t h e  M u n i c i p a l  B o n d  B a n k .  C h a i r m a n  C o t t e n  q u e s t i o n e d  t h e  p r o v i s i o n  f o r  s u r e t y  

b o n d i n g  o f  t h e  A u t h o r i t y  m e m b e r s .  R e p .  F r e e m a n  r e s p o n d e d  t h a t  t h i s  i s  p r e t t y  

s t a n d a r d — i t  i s  l i k e  a n  i n s u r a n c e  a g a i n s t  d i s h o n e s t y .

R e p .  H a c k n e y  a s k e d  i f  w e  h a d  a  f i s c a l  n o t e .  C o t t e n  s a i d  n o ,  b u t  w e  c o u l d  g e t  

o n e  i f  t h e  C o m m i t t e e  f e l t  t h i s  t o  b e  n e c e s s a r y .  R E p .  F r e e m a n  s t a t e d  t h a t  t h e  

r e a l  p r o b l e m  w i t h  t h e  f i s c a l  a s p e c t  o f  t h i s  w i l l  c o m e  u p  i n  t h e  F i n a n c e  C o m .

C u r  C o m m i t t e e  s h o u l d  b e  l o o k i n g  a t  t h e  p h i l o s o p y  b e h i n d  t h e  b i l l .  H e  s t a t e d  

t h a t  h e  h a s  b e e n  i n  f a v o r  o f  i t  f o r  6  j>.ar3 o r  e v e r  s i n c e  t h e  M u n i c i p a l  L e a g u e  

b e g a n  s u p p o r t i n g  i t .

C h a i r m a n  C o t t e n  q u e s t i o n e d  s e c .  4 4 . 5 8 . 0 9 0  ( 1 3 ) .  F r e e m a n  a n s w e r e d  t h a t  t h i s  

a l l o w s  t h e  A u t h o r i t y  t o  i n v e s t  e x t r a  m o n e y  t h e y  h a v e  o n  h a n d  -  a l l  i n  s h o r t ­

t e r m  i n v e s t m e n t s  b y  t h e  ,iature o f  t h e  p r o v i s i o n .  T M s  j u s t  g i v e s  t h e m  a  t o o l  

f o r  p r u d e n t  m o n e y  m a n a g e m e n t .  S e c t i o n  4 4 . 5 8 . 0 9 0  ( 1 8 )  a l l o w s  t h e m  t o  p u r c h a s e  

s t a n d a r d  i n s u r a n c e .  S e c t i o n  4 4 . 5 8 . 1 7 0  i s  i n c l u d e d  b e c a u s e  o n e  g o v e r n m e n t  

c a n n o t  t a x  a n o t h e r .

M r .  F r e e m a n  m o v e d  a n d  H a c k n e y  s e c o n d e d  t o  p a s s  t h e  b i l l  o u t  o f  C o m m i t t e e  t o d a y .  

O s e  o b j e c t e d  a n d  ’w a n t e d  t o  h o l d  i t  f o r  t h e  r e s t  o f  t h e  C o m m i t t e e ;  h e  w i t h d r e w

his objection. Mr. Cotten suggested the Committee consider the a m e n d m e n t s  p r o ­

posed by Mr. Wchlforth and Commissioner Gallagher. Tne Committee voted to vote 
th.-..- bill out of committee as amended (five do pass with attached amendments, 
o n e  n o  r e c o m m e n d a t i o n ) .



TAPE #3 
s i d e  2  

335-1228

H o u s e  C o m m i t t e e  o n  

C O M M U N I T Y  &  R E G I O N A L  A F F A I R S

M e e t i n g  M i n u t e s  

F e b r u a r y  2 1 ,  1 9 7 5  

2 : 3 0  a m

M e e t i n g  w a s  c a l l e d  t o  o r d e r  b y  C h a i r m a n  C o t t e n  f o r  d i s c u s s i o n  o f  H B  7 2 .  P r e s e n t  w e r e :

R e p r e s e n t a t i v e  S a m  C o t t e n ,  c h a i r m a n  

" A 1  O s e

" M i k e  H e r s h b e r g e r

" K a t h r y n  O s t r o s k y

" L a r r y  D a v i s

R e p r e s e n t a t i v e  M i k e  M i l l e r  

F r a n  U l m e r

S t i 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  o f  R e v e n u e

E r i c  W o l f o r t h ,  E x  c o m m i s s i o n e r  o f  R e v e n u e ,  d e s i g n e r  o f  b i l l

R o b e r t  Y e a s t i n g s ,  b o n d  c o n s u l t a n t  f r o m  S e a t t l e

J a c k  C h e n o w e t h ,  D i r e c t o r  o f  L O c a l  G o v e r n m e n t  A s s i s t a n c e

B a r b a r a  E n g l e r t  T h o m a s ,  S t a f f

A n d r e a  G u e r n s e y ,  S t a f f

3 3 5 -  C h a i r m a n  C o t t e n  m a k e s  a  s h o r t  i n t r o d u c t i o n .

3 7 5 -  Y e a s t i n g s  m a k e s  s o m e  o p e n i n g  c o m m e n t s .  ’’A l a s k a  h a s  d i f f e r e n t  s i t u a t i o n  t h a n  m o s t  

o f  t h e  o t h e r  s t a t e s .  M u c h  g r e a t e r  n e e d  f o r  t h i s  k i n d  o f  v e h i c l e .  T h e  B o n d  B A n k  

p r o v i d e s  s u b s t a n t i a l  i m p r o v e m e n t  i n  b o r r o w i n g  c r e d i t  t h a t  w o u l d  b e  a v a i l a b l e  t o  

m u n i c i p a l i t i e s .  T h i s  i s  p a r t i c u l a r l y  t r u e  h e r e  b e c a u s e  y o u ' V e  g o t  a  l o t  o f  

s m a l l  g e o g r a p h i c a l l y  a n d  e c o n o m i c a l l y  i s o l a t e d  c o m m u n i t i e s  w h e r e  i t ’s  d i f f i c u l t  

t o  b o r r o w  a t  a l l  o r  o n  a  r e a s o n a b l e  b a s i s .  T h e  c r e d i t  o f  t h e  S t a t e  i s  b e c o m i n g  

b e t t e r  r e c o g n i z e d — u p g r a d e d  i n  e y e s  o f  l e n d e r s .  H e  t h i n k s  t h e  g a p  b e t w e e n  w h a t  

i t s  g o i n g  t o  c o s t  t h e  s m a l l e r  c o m m u n i t i e s  t o  b o r r o w  a n d  w h a t  t h e  S t a t e  c a n  b o r r o w  

a t  i s  w i d e n i n g  a n d  g o i n g  t o  s t a y  w i d e .  B o n d  B a n k  p r o v i d e s  m e a n s  o f  t h e  S t a t e  

g o i n g  o u t  o n  t h e  m a r k e t  w i t h  a  r e l a t i v e l y  h i g h  q u a l i t y  b o n d  t h a t  w i l l  c o m m a n d  

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

i n s t i t u t i o n s .  P e r m i t s  y o u  t o  b o r r o w  a t  a  q u a l i t y  b o n d  r a t e .  T h e  f u n d i n g  o f  t h e  

r e s e r v e  f u n d  i s  i m p o r t a n t — p r o v i d e s  b a c k u p  f o r  l o s s e s  o r  t e m p o r a r y  s l o w  d o w n s  i n  

i n c o m e  i n t o  t h e  b a n k .  W i t h  a l l  t h i n g s  p u t  t o g e t h e r ,  t h i s  i s  a  M g h  q u a l i t y  b a n d  

i n s t r u m e n t .  S u b s t a n t i a l  s a v i n g s  t o  c o m m u n i t i e s  a n d  m e a n s  o f  f i n a n c i n g  t o  s m a l l e r  

c o m m u n i t i e s  t h a t  m a y  n o t  b e  a b l e  t o  b o r r o w  a t  a l l .

*192- E r i c  s t a t e d  t h a t  t h e  s a m e  b i l l  p a s s e d  t h e  H o u s e  i n  1 9 7 1  a n d  w e n t  t h r o u g h  t h e  f i r s t  

C o m m i t t e e  r e f e r r a l  i n  t h e  S e n a t e  b u t  g o t  l o s t .  T h e r e  h a s  b e e n  t e s t i m o n y  o v e r  t h e  

y e a r s  o n  t h i s  k i n d  o f  l e g i s l a t i o n  a n d  I t s  .merits. T n e  d l f f e m c e  b e t w e e n  t h i s  

l e g i s l a t i o n  a n d  o n e s  o n  b o o k d  i n  o t h e r  s t a t e s  i s  t h e  c o n t e m p l a t i o n  t h a t  t h e r e  w o u l d  b e  

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

s e c u r e  a  c e r t a i n  a m o u n t  o f  b n n d s .  T h i s  i s  c a l l e d  f o r  i n  A l a s k a  b e c a u s e  m a n y  o f  t h e  

c o m m u n i t i e s  w h i c h  a r e n ’t  c r e d i t  w o r t h y  h a v e  a  l o t  o f  e x i s t i n g  p o t e n t i a l  r e s o u r c e s ,  

h a v e  s u c h  a  s m a l l  p o p u l a t i o n  b a s i s  t h a t  t h e  m a j o r  r a t i n g  s e r v i c e s  d o n ' t  g i v e  t h e m  

t h e  k i n d  o f  c r e d i t  t h e y  s h o u l d  g e t .  T h i s  i s  o n e  f i n a n c i n g  v e h i c l e  t h a t  w o u l d  

p a c k a g e  l o c a l  g o v e r n m e n t  b o n d  i s s u e s .  B A n k  w h i c h  l o a n s  m o n e y  to. m u n i c l p a l i t j . e s  

o n  a  p a c k a g e  b a s i s ,  w h e n  e n o u g h  b o n d s  h a v e  b e e n  p u r c h a s e d  s e l l s  i t s  o w n  b o n d s  

e n a b l i n g  t h o s e  m u n i c i p a l i t i e s  t o  a c h i e v e  t h e  b e n e f i t s  o p a  l o w e r  r a t e .  A p p r o p r i a t e  

v e h i c l e  f o r  S t a t e  a c t i o n .

I i o  t e c h n i c a l  p o i n t s  h a v e  c o m e  u p  s i n c e  t h e  f i r s t  d r a f t i n g .  H e  h a s  a  r e d r a f t  f o r  

T n e  c o m m i t t e e .



HB 72 cont'd
side 2
335-1228

1 )  p a g e  2 1 ,  s u b s e c  g  a n d  h — l a n g u a g e  c u r r e n t l y  s a y s  t h a t  t h e  L e g i s l a t u r e :  s h a l l  

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

o u t  s h a l l  a n d  a d d  m a y .  A  L e g i s l a t u r e  s h o u l d n ' t  a t t e m p t  t o  d i r e c t  w h a t  a  f u t u r e  

L e g i s l a t u r e  d o e s .

2 )  H B  7 3 - T h e  s u g g e s t i o n  i s  t o  p r o v i d e  f o r  a n  a p p r o p r i a t i o n  o f  e n o u g h  t o  t h e  r e s e r v e  

f u n d  f o r  5 0  m i l l i o n  i n  b o n d s .  $ 4 , 4 4 5 , 0 0 0  a p p r o p r i a t i o n  t o  debt; r e s e r v e  f u n d — 1  y e a r s  

d e b t  s e r v i c e  o n  5 0  m i l l i o n  b o n d s  o f  t h e  A u t h o r i t y .  E a r n i n g s  o n  t h a t  a m o u n t  g o  t o  t h e  

g e n e r a l  f u n d .  T n e  L e g i s l a t u r e  h a s  t h e  o p p o r t u n i t y  t o  s e e  i f  t h e  B o n d  B a n k  i s  f u n c t i o n ­

i n g  i n  t h e  p r o p e r  w a y .  C a n  i n c r e a s e  o r  n o t  a p p r o p r i a t e  f u r t h e r  m o n i e s .

6 ,;9 - C h a i r m a n  C o t t e n  a s k e d  i f  t h e  2 . 6  w a s n ' t  e n o u g h  t o  s u p p o r t  5 0  m i l l i o n  i n  b o n d s ?

E r i c  s a i d  i t  w o u l d  s u p p o r t  3 0  m i l l i o n .  C o m m i s s i o n e r  G a l l a f j a e r  s a i d  t h a t  then-* 

a r e  a l r e a d y  5 6  m i l l i o n  a u t h o r i z e d  b u t  u n i s s u e d  a n d  3 4  m i l l i o n  a n t i c i p a t e d  f o r  a  

t o t a l  o f  9 0  m i l l i o n .

656- R e p r e s e n t a t i v e  M i l l e r  s a i d  t h e  a m e n d m e n t  h a s  h i s  f u l l  c o n c i o r r e n c e .

7 1 1 - H e r s h b e r g e r  a s k e d  i f  t h e  A u t h o r i t y  w i l l  p i c k  a n d  c h o o s e  a m o n g  t h e  a p p l i c a n t s .  

G a l l a g h e r  r e p l i e d  y e s ,  t h e y  h a v e  s e t  u p  c r i t e r i a .  S c h o o l s  a r e  HI, w a t e r w a y s  

t r e a t m e n t  H2.
7 2 2 - M r .  C o t t e n  r e m a r k e d  t h a t  p r i o r i t i e s  w o u l d  n a t u r a l l y  b e  s e t  u p  w i t h  9 0  m i l l i o n  

r e q u e s t e d .  H e  a s k e d  w h a t  w a s  t h e  1 0 $  f i g u r e  t h a t  G a l l a g h e r  m e n t i o n e d  e a r l i e r .

T h e  r e s e r v e  f u n d  i s  a p p r o x i m a t e l y  1 0 $  o f  t o t a l  b o n d s  o u t s t a n d i n g ,  ( i t s  a c t u a l l y  

c l o s e r  t o  8 $ ) .  W i t h  r e s e r v e  f u n d  o f  a r o u n d  8 $  t h e  l e v e r a g e  w e  g e t  o f f  o f  t h a t ,  

h a l f  r e t u r n e d  t o  t r e a s u r y .  T h e  e a r n i n g s  c o m e  b a c k  t o  t r e a s u r y .

7 5 2 - G a l l a g h e r  r e m a r k e d  t h a t  t h e  a p p r o p r i a t i o n  m e t h o d  w a s  a  g o o i  w a y  f o r  t h e  L e g i s l a t u r e  

t o  c o n t r o l  t h e  q u a l i t y .

7 6 2 - S a m  w a n t e d  t o  k n o w  w h a t  w o u l d  h a p p e n  i f  t h e  L e g i s l a t u r e  d i i n ' t  a p p r o p r i a t e  e n o u g h .  

W o u l d  t h a t  a f f e c t  t h e  b o n d  r a t i n g ?  T h e  B o n d  c o n s u l t a n t ,  M r .  Y e a s t i n g s ,  s a i d  i t  

w o u l d  i f  i t  d r o p p e d  b e l o w  a n  a m o u n t  e q u a l  t o  a v e r a g e  a n n u a l  d e b t  s e r v i c e  o n  t h e  

o b l i g a t i o n  o f  t h e  b a n k .  I t  d e p e n d s  o n  a  l o t  o f  t h i n g s  b u t  w o u l d  p r o b a b l y  a d v e r s l y  

a f f e c t  i t .  U n d e r  i d e a l  c i r c u m s t a n c e s  t h e  r e s e r v e  f u n d  w o u l d  n e v e r  c h a n g e  a n y t h i n g ,  

S a m  t h o u g h t .

7 8 6 - R e p r e s e n t a t i v e  M i l l e r  s a i d  t h a t  p e o p l e  u s u a l l y  t h i n k  o f  s p e n d i n g  m o n e y  w h e n  t h e  

w o r d  a p p r o p r i a t i o n  i s  m e n t i o n e d  b u t  a c t u a l l y  t h i s  m o n e y  w i l l  p r o b a b l y  n e v e r  b e  

s p e n t .  W e ' r e  r e a l l y  s e t t i n g  u p  a  s e p a r a t e  s a v i n g s  a c c o u n t  o f  w h i c h  w e  w o n ' t  d r a w  

o n  t h e  p r i n c i p a l ,  o n l y  o n  t h e  i n t e r e s t .

8 0 8 - ( C o t t e n )  4 1 / 2  m i l l i o n  w o u l d  a c t u a l l y  b e  a n  i n v e s t m e n t  b y  t h e  S t a t e  a n d  w e  w o u l d  

b e  m a k i n g  m o n e y  o n  i t .

8 l 4 - ( G a l l a g h e r )  A l l  w e ' r e  d o i n g  i s  f r e e z i n g  t h e  p r i n c i p a l .  T h e  e a r n i n g s  s t i l l  c o m e  b a c k  

t o  t h e  t r e a s u r y  e v e r y  y e a r .

8 l 7 - M r .  Y e a s t i n g s  s a i d  t h a t  n o r m a l l y  w h e n  a  c o m m u n i t y  g e t s  i n t o  t r o u b l e  a n d  c a n ' t  m a k e  

t h e i r  p a y m e n t s  i t s  o n l y  t e m p o r a r y .  T h e y  w i l l  e v e n t u a l l y  p a y  i t  b a c k .

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. 1;Cotten) 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 h a d  a  half million in deficit it would be unlikely that you would 
issue any more bonds.

8 6 2 - ( C o t t e n )  W o u l d  y o u  e x p e c t  5 0  m i l l i o n  t o  b e  t a k e n  c a r e  o f  r i g h t  a w a y ?  G a l l a g h e r  

s a i d  t h a t  t h e y  w o u l d  g o  t h r o u g h  30 m i l l i o n  t h e  f i r s t  y e a r  b u t  d o n ' t  a n t i c i p a t e  

m o r e  t h a n  5 0  m i l l i o n .

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 1 4 ) .  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 3aid that the other criteria was they
be in an economically depressed area.
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1) p a g e  2 1 ,  s u b s e c  g  a n d  h — l a n g u a g e  c u r r e n t l y  s a y s  t h a t  t h e  L e g i s l a t u r e  s h a l l  

a p p r o p r i a t e  a n n u a l l y  a n y  a m o u n t  t h e  r e s e r v e  f u n d  rrciy b e  i n  d e f i c i t .  S h o u l d  t a k e  

o u t  s h a l l  a n d  a d d  m a y .  A  L e g i s l a t u r e  s n o u l d n ' t  a t t e m p t  t o  d i r e c t  w h a t  a  f u t u r e  

L e g i s l a t u r e  d o e s .

2 )  H B  7 3 - H e  s u g g e s t i o n  i s  t o  p r o v i d e  f o r  a n  a p p r o p r i a t i o n  o f  e n o u g h  t o  t h e  r e s e r v e  

f u n d  f o r  5 0  m i l l i o n  i n  b o n d s .  $ 4 , 4 4 5 , 0 0 0  a p p r o p r i a t i o n  t o  d e b t  r e s e r v e  f u n d — 1  y e a r s  

d e b t  s e r v i c e  o n  5 0  m i l l i o n  b o n d s  o f  t h e  A u t h o r i t y .  E a r n i n g s  o n  t h a t  a m o u n t  g o  t o  t h e  

g e n e r a l  f u n d .  T h e  L e g i s l a t ' i r e  h a s  t h e  o p p o r t u n i t y  t o  s e e  i f  t h e  B o n d  B a n k  i s  f u n c t i o n ­

i n g  i n  t h e  p r o p e r  w a y . C a n  i n c r e a s e  o r  n o t  a p p r o p r i a t e  f u r t h e r  m o n i e s .

6 4 9 - C h a i r m a n  C o t t e n  a s k e d  i f  t h e  2 . 6  w a s n ' t  e n o u g h  t o  s u p p o r t  5 0  m i l l i o n  i n  b o n d s ?

E r i c  s a i d  i t  w o u l d  s u p p o r t  3 0  m i l l i o n .  C o m m i s s i o n e r  G a l l a g h e r  s a i d  t h a t  t h e r e  

a r e  a l r e a d y  5 6  m i l l i o n  a u t h o r i z e d  b u t  u n i s s u e d  a n d  3 4  m i l l i o n  a n t i c i p a t e d  f o r  a  

t o t a l  o f  9 0  m i l l i o n .

6 5 6 - R e p r e s e n t a t i v e  M i l l e r  s a i d  t n e  a m e n d m e n t  h a s  h i s  f u l l  c o n c u r r e n c e .

7 1 1 - H e r s h b e r g e r  a s k e d  i f  t h e  A u t h o r i t y  w i l l  p i c k  a n d  c h o o s e  a m o n g  t h e  a p p l i c a n t s .  

G a l l a g h e r  r e p l i e d  y e s ,  t h e }  h a v e  s e t  u p  c r i t e r i a .  S c h o o l s  a r e  # 1 ,  w a t e r w a y s  

t r e a t m e n t  # 2 .

7 2 2 - M r .  C o t t e n  r e m a r k e d  t h a t  p r i o r i t i e s  w o u l d  n a t u r a l l y  b e  s e t  u p  w i t h  9 0  m i l l i o n  

r e q u e s t e d .  H e  a s k e d  w h a t  w a s  t h e  1 0 %  f i g u r e  t h a t  G a l l a g h e r  m e n t i o n e d  e a r l i e r .

'.[he r e s e r v e  f u n d  i s  a p p r o x i m a t e l y  1 0 $  o f  t o t a l  b o n d 3  o u t s t a n d i n g ,  ( i t s  a c t u a l l y  

c l o s e r  t o  8 $ ) .  W i t h  r e s e r v e  f u n d  o f  a r o u n d  8 $  t h e  l e v e r a g e  w e  g e t  o f f  o f  t h a t ,  

h a l f  r e t u r n e d  t o  t r e a s u r y .  T h e  e a r n i n g s  c o m e  b a c k  t o  t r e a s u r y .

7 5 2 - G a l l a g h e r  r e m a r k e d  t h a t  t h e  a p p r o p r i a t i o n  m e t h o d  w a s  a  g o o d  w a y  f o r  t h e  L e g i s l a t u r e  

t o  c o n t r o l  t h e  q u a l i t }  .

7 6 2 - S a m  w a n t e d  t o  k n o w  w h a t  w o u l d  h a p p e n  i f  t h e  L e g i s l a t u r e  d i d n ' t  a p p r o p r i a t e  e n o u g h .  

W o u l d  t h a t  a f f e c t  t h e  b o n d  r a t i n g ?  T h e  B o n d  c o n s u l t a n t ,  M r .  Y e a s t i n g s ,  s a i d  i t  

w o u l d  i f  i t  d r o p p e d  b e l o w  a n  a m o u n t  e q u a l  t o  a v e r a g e  a n n u a l  d e b t  s e r v i c e  o n  t h e  

o b l i g a t i o n  o f  t h e  b a n k .  I t  d e p e n d s  o n  a  l o t  o f  t h i n g s  b u t  w o u l d  p r o b a b l y  a d v e r s l y  

a f f e c t  i t .  U n d e r  i d e a l  c i r c u m s t a n c e s  t h e  r e s e r v e  f u n d  w o u l d  n e v e r  c h a n g e  a n y t h i n g ,  

S a m  t h o u g h t .

7 0 6 - R e p r e s e n t a t i v e  M i l l e r  s a i d  t h a t  p e o p l e  u s u a l l y  t h i n k  o f  s p e n d i n g  m o n e y  w h e n  t h e  

w o r d  a p p r o p r i a t i o n  i s  m e n t i o n e d  b u t  a c t u a l l y  t h i s  m o n e y  w i l l  p r o b a b l y  n e v e r  b e  

s p e n t .  W e ' r e  r e a l l y  s e t t i n g  u p  a  s e p a r a t e  s a v i n g s  a c c o u n t  o f  w h i c h  w e  w o n ' t  d r a w  

o n  t h e  p r i n c i p a l ,  o n l y  o n  t h e  i n t e r e s t .

8 0 8 - ( C o t t e n )  4 1 / 2  m i l l i o n  w o u l d  a c t u a l l y  b e  a n  I n v e s t m e n t  b y  t h e  S t a t e  a n d  w e  w o u l d  

b e  m a k i n g  m o n e y  o n  i t .

8 l 4 - ( G a l l a g h e r )  A l l  w e ' r e  d o i n g  i s  f r e e z i n g  t h e  p r i n c i p a l .  T h e  e a r n i n g s  s t i l l  c o m e  b a c k  

t o  t h e  t r e a s u r y  e v e r y  y e a r .

8 l 7 - M r .  Y e a s t i n g s  s a i d  t h a t  n o r m a l l y  w h e n  a  c o i m u n i t y  g e t s  i n t o  t r o u b l e  a n d  c a n ' t  m a k e  

t h e i r  p a y m e n t s  i t s  o n l y  t e m n o r a r y .  T h e y  w i l l  e v e n t u a l l y  p a y  i t  b a c k .

836- (Cotten) Would you be able to count fchnt as accounts receivable f o r  a certain amount 
o f  t i m e ?  Not really, but you could consider it that w a y .  (Cotten) T h e r e  wnuld h a v e  
t o  b e  a n  a p p r o p r i a t i o n  t o  f i l l  t h e  g a p  i f  t h e r e  w a s  a  d e f a u l t .  B o b  s a i d  t h a t  w h e n  

t h e  ironey e v e n t u a l l y  c a m e  b a c k  t h e  r e s e r v e  w o u l d  r i s e  a b o v e  t h e  r e q u i r e m n t .

8 5 0 - ( E r i c )  I f  y o u  h a d  a  h a l f  m i l l i o n  i n  d e f i c i t  i t  w o u l d  b e  u n l i k e l y  t h a t  y o u  w o u l d  

i s s u e  a n y  m o r e  b o n d 3 .

8 6 2 - ( C o t t e n )  W o u l d  y o u  e x p e c t  5 0  m i l l i o n  t o  b e  t a k e n  c a r e  o f  r i g h t  a w a y ?  G a l l a g h e r  

s a i d  t h a t  t h e y  w o u l d  g o  t h r o u g h  30 m i l l i o n  t h e  f i r s t  y e a r  b u t  d o n ' t  a n t i c i p a t e  

m o r e  t h a n  5 0  m i l l i o n .

8 8 2 - H e r s h b e r g e r  s a i d  t h a t  t h e r e  w o u l d  b e  I s s u e s  p o p p i n g  o u t  o f  t h e  w o o d w o r k  s i n c e  t h e  

m o n e y  i s  t h e r e .  M r .  G a l l a g h e r  s a i d  t h a t s  w h y  t h e y  s e t  u p  c r i t e r i a  ( p g  1 4 ) .  V/e 

d o n ' t  w a n t  t o  f i n a n c e  e v e r y t h i n g .

9 1 2 - R e p r e s e n t a t i v e  m i l l e r  s a i d  t h a t  t h e  c r i t e r i a  w e r e n ' t  i r o n  c l a d .  U p  t o  t h e  d i s c r e t i o n  

o f  t h e  C o m m i s s i o n e r  o f  R e v n e u e .  G a l l a g h e r  s a i d  t h a t  t h e  o t h e r  c r i t e r i a  w a s  t h e y

b e  i n  a n  e c o n o m i c a l l y  d e p r e s s e d  a r e a .
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9 5 8 - ( M i l l e r )  W h a t  b o n d  r a t i n g  d o  y o u  e x p e c t  t h i s  t o  g i v e  t o  t h e s e  c o n m u n i t i e s ?  t
H o p e f u l l y  a n  A  r a t i n g ,  Y e a s t i n g s  s a i d .

9 7 2 - ( C o t t e n )  I f  t h e  f u l l  f a i t h  a n d  c r e d i t  o f  t h e  S t a t e  w e r e  b e h i n d  i t  i t  w o u l d  

b e  a n  A - l  r a t i n g .

98^ - ( Y e a s t i n g s )  A n  A  r a t i n g  i s  p r o b a b l y  a s  g c o d  a s  y o u  c o u l d  h o p e  f o r .  M a n y  i s s u e s  

w o u l d  b e  n o n - r a t e d  m o s t l y  b e c a u s e  o f  s m a l l  p o p u l a t i o n  o r  i s o l a t e d  e c o n o m y .

1 0 0 0 -  C h a i r m a n  C o t t e n  a s k e d  M r .  C h e n o w e t h  i f  h e  h a d  a n y  c o m m e n t s .  J a c k  s a i d  h e  

d i d n ' t .

1 0 0 7 - R E p r e s e n t a t i v e  O s t r o s k y  a s k e d  a b o u t  t h e  s t a f f i n g .  M r .  G a l l a g h e r  s a i d  t h e r e  

w a s  a n  i n v e s t m e n t  o f f i c e r  i n  t h e  D e p t ,  o f  R E v e n u e  c a l l e d  a  d e b t  m a n a g e r .

T h e  B o n d  B a n k  w o u l d  b e  o n e  o f  h i s  d u t i e s .

1 0 3 1 - C o t t e n  a s k e d  w h a t  d i f f i c u l t i e s  t h e  b i l l  h a d  i n  t h e  p a s t  s o  t h e y  c o u l d  a v o i d  

t h e  p i t f a l l s .

1 0 3 7 - E r i c  s a i d  t h e  H o u s e  F i n a n c e  C o r i m i t t e  i n  1 9 7 1  t h o u g h t  t h e  e a r n i n g s  o n  f u n d s  s h o u l d  

g o  b a c k  t o  t h e  g e n e r a l  f u n d .  W e ' v e  c h a n g e d  t h a t  t h i s  y e a r  t o  p r o v i d e  f o r  t h a t .  

T h e  b i l l  n e v e r  w a s  a  h i g h  l e g i s l a t i v e  p r i o r i t y .

1 0 6 5 - R E p r e s e n t a t i v e  M i l l e r  p o i n t e d  o u t  t h a t  i t  w a s  n e v e r  e n o u g h  o f  a  p r o j e c t .

T h i s  b i l l  lias e v e r y t h i n g  t o  g a i n  a n d  n o t h i n g  t o  l o s e .

1 0 3 3 - ( E r i c )  Y o u ' r e  n o t  l i k e l y  t o  r e c e i v e  a n y  s u p p o r t  f r o m  t h e  A n c h o r a g e  B o r o u g h  

o r  t h e  F a i r b a n k s  b o r o u g h  b e c a u s e  t h e y  p r o b a b l y  w o u l d n ' t  u s e  i t .

1 0 9 5 - C o t t e n  w o n d e r e d  a b o u t  t h e  s i m i l a r  b i l l  i n  t h e  S e n a t e .  E r i c  s a i d  t h e y  t r i e d  t o  

c o o r d i n a t e  a n d  h o p e s  t h e  S e n a t e  w i l l  u s e  t h e  s a m e  b i l l  t h a t  c o m e s  o u t  o f  t h i s  

c o m m i t t e e .

1 1 1 7 - M r .  H e r s h b e r g e r  l i k e s  t h e  i d e a .

1 1 2 9 - M r s .  O s t r o s k y  h a d  a  q u e s t i o n  a b o u t  s e c  9  o n  p a g e  6 . ( g r a n t s ) . T h i s  w a s  j u s t  a n

e x c e s s  o f  c a u t i o n .  H a v e  t o  p l a n  f o r  e v e r y t h i n g  j u s t  i n  c a s e ,  E r i c  s a i d .  |

1 1 7 0 - C h a i r m a n  C o t t e n  a s k e e d  f o r  r e c o r r m e n d e d  r e a d i n g .  E r i c  s a i d  h e  w o u l d  s u p p l y  t h e  

C o m m i t t e e  w i t h  m a t e r i a l s .

1 1 9 0 - K a t h r y n  a s k e d  i f  t h i s  w o u l d  e l i m i n a t e  t h e  n e e d  f o r  c o n m u n i t i e s  t o  h i r e  a

f i n a n c i a l  c o n s u l t a n t .  B o b  s a i d  i t  w o u l d  a s  f a r  a s  a s s i s t a n c e  i n  i s s u i n g  a c t u a l  

I s s u a n c e  o f  b o n d s .  T h e s e  m i g h t  b e  a  c o n s u l t a n t  b r i n g i n g  t h e  c o m m u n i t y  u p  t o  t h e  

p o i n t  o f  i s s u a n c e  o f  b o n d s .

M e e t i n g  a d j o u r n e d . ( e n d  1 2 2 8 )



House Committee on

C O M M U N I T Y  & R E G I O N A L  A F F A I R S

M e e t i n g  M i n u t e s  

F e b r u a r y  1 9 ,  1 9 7 5  

4:00 pm

M e e t i n g  w a s  c a l l e d  t o  o r d e r  a t  4 : 1 5  b y  C h a i r m a n  C o t t e n  f o r  d i s c u s s i o n  o f  H 3 7 2 .

P r e s e n t  w e r e :

R e p r e s e n t a t i v e  C o t t e n ,  C h a i r m a n  

" O s e

H e r s h b e r g e r  O s t r o s k y — a b s e n t

H a c k n e y  

F r e e m a n  

" D a v i s

C o m m i s s i o n e r  G a l l a g h e r ,  R e v e n u e  

M a r k  E r t e s c h e k ,  D e p t ,  o f  L a w

J a c k  C h e n o w e t h ,  D i r e c o t r ,  L o c a l  G o v e r n m e n t  A s s i s t a n c e  

R e p r e s e n t a t i v e  B r a d l e y  

S e n a t o r  R o d e y  

S e n a t o r  W i l l i s

B a r b a r a  E n g l e r t  T h o m a s ,  S t a f f  

A n d r e a  G u e r n s e y ,  S t a f f  

P a t  C o r b e t t ,  S e n a t e  S t a f f

C o m m i s s i o n e  G a l l a g h e r  s t a r t e d  b y  g i v i n g  a  r u n  d o w n  o f  t h e  b i l l .  " M u n i c i p a l  b o n d  

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

t h e i r  d e b t  i n  t h e  o p e n  m a r k e t .  A  l o t  o f  t h e  c o m m u n i t i e s  a r e  s h u t  o u t ,  e v e n  t h o u g h  

t h e y ' r e  c r e d i t  w o r t h y ,  b y  b e i n g  t h a t  t h e  i s s u e  s i z e  i s  t o o  s m a l l ;  s i t u a t i o n  l i k e  

t h e  n e w  E a g l e  R i v e r  B o r o u g h  w h o  d o n ' t  h a v e  b o n d e d  i n d e b t e d n e s s  h i s t o r y ,  p e o p l e  

d o n ' t  k n o w  h e w  t h e y ' r e  g o i n g  t o  p e r f o r m  i n  m a r k e t ,  s o  i n i t i a l l y  w h e n  t h e y  g o  i n t o  

t h e  m a r k e t  t h e y  h a v e  a  p r o b l e m  s e l l i n g  t h e i r  d e b t .  Q u i t e  o f t e n  a  N e w  Y o r k  h o u s e  

w i l l  n o t  r a t e  a  b o n d  u n t i l  i t ' s  2  y e a r s  i n  t h e  e x i s t e n c e .  E a g l e  R i v e r - C h u g i a k  

w i l l  p r o b a b l y  h a v e  b o n d e d  i n d e b t e d n e s s  n e e d s  w i t h i n  t h e  f i r s t  2  y e a r s  o f  i t ' s  

e x i s t e n c e .  A l s o  b e c a u s e  o f  t h e  s i z e  o f  t h e  c r e d i t  i t  c o s t s  j u s t  a s  m u c h  t o  u n d e r ­

w r i t e  a  l a r g e  c r e d i t  a s  i t  d o e s  t o  a  s m a l l  c r e d i t  s o  w e  h a v e  w h o l e  s e r i e s  o f  

s m a l l e r  c o n m u n i t i e s  w h o  f i n d  h i g h  b o r r o w i n g  c o s t s  J u s t  b e c a u s e  t h e i r  b o r r o w i n g  

c o s t s  a r e  n o t  t h a t  l a r g e .  T h e y  h a v e  a  h a r d  t i n e  s e l l i n g .  T h e  a n s w e r  t o  t h a t  

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. H o p e f u l l y  d e s i g n e d  t h e  b i l l  t o  s e l l  a t  o n e  c r e d i t  r a t i n g  b e l o w  t h e  S t a t e  

c r e d i t .  S t a t e  c r e d i t  i s  a  A 1  r a t i n g  a n d  w e  t h i n k  t h i s  c r e d i t  w i l l  s e l l  l i k e  a n  A  

b o n d .  A n c h o r a g e  a n d  F a i r b a n k s  a r e  A  r a t e d  c o m m u n i t i e s ,  s o  a r e  K e t c h i k a n  a n d  t h e '  

N o r t h  S l o p e .  A l l  t h e  r e s t  ai’e  B A A  r a t e d  bonds,. T h e s e  c o m m u n i t i e s  h a v e  a  s t a b l e  

e c o n o m i c  b a s e .  O t h e r  c o m m u n i t i e s ,  f o r  e x a m p l e  t h e  M a t a n u s k a - S u s i t n a  B o r o u g h ,  w h o  

a l t h o u g h  t h e y  h a v e  a  s t a b l e  e c o n o m i c  b a s e ,  a s  a  b e d r o o m  c o m m u n i t y  f o r  A n c h o r a g e ,  

t h e y ' r e  v e r y  l e v e r a g e  c r e d i t .  T h e  b i l l  w o u l d n ' t  h e l p  F a i r b a n k s  b e c a u s e  i t s  a v e r a g e  

d e b t  i s  $ 2 5 0  p e r  p e r s o n .  A n c h o r a g e  i s  $ 1 1 0 0  o e r  p e r s o n  a n d  M a t - S u  i s  $ 1 , 0 0 0 .

W i t h  t h e  f u n d e d  r e r u v e  b e h i n d  t h i s  a u t h o r i t y ,  i t  w i l l  r a i s e  t h e  b o n d  f r o m  a  B A A , 

t h e  w e a k e s t  l i n k  i n  t h e  s e r i e s  o f  b o n d s ,  t o  a  l e v e l  o f  o n e  s t o p  u n d e r n e a t h  t h e  

S t a t e .  Y o u ' v e  p u t  s o m e  c o m m i t m e n t  b e h i n d  t h o s e  c r e d i t s .  I t  w i l l  s a v e  t h e  S t a t e
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• money by doing this. V/e 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. 3o any money you save the school 
district the State also saves. Other criteria are water waste treatment.

Ihe 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 A1 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 ] .

1^86-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: If 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.



I6l4-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.

Tape #3 side 2
I

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.
1^8-Ose: 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 a t  5:00.
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M E M O R A N D U M  S t a t e  o f  A l a s k a

D E P A R T M E N T  O F  COM M UNITY AND R E G I O N A L  A F F A I R S

T 0 ;  L a r r y  E p p e n b a c k  DATE: D e c e m b e r  1 3 ,  1 9 7 4

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

D e p a r t m e n t  o f  R e v e n u e  ,  F ILE  N0:

y  TELEPH O N E NO:

fro m : j a c k  C h e n o w d 'th * -^
D i r e c t o r  /  A
L o c a l  G o v e r n m e n t  A s s i s t a n c e  D i v i s i o n

s u b j e c t : M u n i c i p a l  b o n d  b a n k :  r e p o r t e d

a u t h o r i z e d  b u t  u n i s s u e d  a n d  

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

b o n d  i s s u e s .

Q u e s t i o n n a i r e s  d i r e c t e d  t o  so m e  4 0  A l a s k a  m u n i c i p a l i t i e s  i n q u i r e d  a s  t o  

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

s u m m a r i z e d  b e l o w .  T h e  C i t i e s  o f  A n c h o r a g e  a n d  F a i r b a n k s ,  t h e  G r e a t e r  

A n c h o r a g e  A r e a  B o r o u g h  a n d  t h e  F a i r b a n k s  N o r t h  S t a r  B o r o u g h  a r e  e x c l u d e d .

J u n e a u

S i t k a

K e n a i  P e n i n s u l a  

B o r o u g h

K o d i a k  I s l a n d  

B o r o u g h

M a t a n u s k a - S u s i t n a

B o r o u g h

N o r t h  S l o p e  B o r o u g h

A U T H O R IZ E D  B U T  

 UNI S S U E D

$ 2 , 5 0 0 , 0 0 0

-0-

-0-

B e t h e l

3 5 , 0 0 0

1 5 , 5 0 0 , 0 0 0

20,000,000
2 * 9 0 0 , 0 0 0

6 5 0 , 0 0 0

5 0 . 0 0 0

5 0 . 0 0 0  

7 . ,  6 5 0 , 0 0 0

N o n e

A N T I C I P A T E D  

$  4 , 0 0 0 , 0 0 0

1,000,000

3 , 5 0 0 , 0 0 0

N o n e

N o n e

N o n e

2 5 0 , 0 0 0

P U R P O S E

S c h o o l

F i r e  f a c i l i t i e s  

a n d  e q u i p m e n t

R o a d s

S c h o o l s

S c h o o l s

S c h o o l s

S c h o o l s

B o a d s v

P l i b l i c  h o u s i n g  

W a t e r / s e w e r  

U t i l i t i e s  

O t h e r  c a p i t a l  

i m p r o v e m e n t s

D o c k  i m p r o v e m e n t s

C o r d o v a 1,000,000
5,500,000

C i v i c  c e n t e r  c o m p l e x  

S c h o o l
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A U T H O R IZ E D  B U T  

U N I S S U E D ANTICIPATED PURPOSE

K e t c h i k a n

K o d i a k  

Nome 

P e l i c a n  

P e t e r s b u r g  

S e w a r d

S k a g w a y  

S o l d o t n a  

W r a n g e l 1 

A / a l d e z

$  1 , 2 5 0 , 0 0 0  $

1 . 3 8 0 . 0 0 0

1,000,000

N o n e  

N o n e

6 0 0 , 0 0 0

200,000

1 . 4 0 0 . 0 0 0

7 5 0 , 0 0 0

N o n e

N o n e

A! o n e

2,000,000

5 8 , 5 0 0

5 , 5 0 0 , 0 0 0

5 0 , 0 0 0

N o n e

N o n e

3 5 0 , 0 0 0

S e w e r  t r e a t m e n t  

f a c i l i t y

W a t e r  a n d  s e w e r / s t r e e t s

S c h o o l s

P o r t  f a c i l i t i e s

S e w a g e  t r e a t m e n t  f a c i l i t y  

S c h o o l

W a t e r / s e w e r / s e w a g e  

t r e a t m e n t  

D o c k  i m p r o v e m e n t

S e w e r

W a t e r / s e w e r

S e w e r

P o o l

1 2 , 5 0 0 , 0 0 0  S c h o o l

O t h e r  m u n i c i p a l i t i e s  c o n t a c t e d  b u t  i n d i c a t i n g  n o  u n i s s u e d  b o n d s  o r  a n t i c i p a t e d  

p r o j e c t s  a r e :

B r i s t o l  B a y  B o r o u g h  -

H a i n e s  B o r o u g h

K e t c h i k a n  G a t e w a y  B o r o u g h

B a r r o w

C r a i g

D i l l i n g h a m

H a i n e s

H o m e r

H o o n a h

H y d a b u r g

T o t a l s  o f  t h e  b o n d s  l i s t e d  a r e :

A u t h o r i z e d  b u t  u n i s s u e d  

A n t i c i p a t e d

K a k e

K e n a i

K i n g  C o v e

K l a w o c k

K o t z e b u e

N e n a n a

S a i n t  M a r y ’ s  

S e l d o v i a  

U n a l a s k a  

Y a k u t a t

$  5 6 , 7 1 5 , 0 0 0  

$  3 4 , 7 0 8 , 5 0 0

J B C : b g



(g) In o r d e r  to a s s u r e  the m a i n t e n a n c e  of the

r e q u i r e d  d e b t  s e r v i c e  r e s e r v e  in the r e s e r v e  f u n d , the

l e g i s l a t u r e  n a y ■a p p r o p r i a t e  a n n u a l l y  to t h e  b o n d  b a n k  
^ssi*

a u t h o r i t y  for d e p o s i t  in t h e  fund, the sura c e r t i f i e d  b y  the 

c h a i r m a n  o f  the b o n d  b a n k  a u t h o r i t y  to  the aovr-rnor and to  

the c h a i r m e n  o f  the Iiouse a n d  Senate F i n a n c e  C o m m i t t e e s , 

t h a t  is n e c e s s a r y  t o  r e s t o r e  the fu n d  to  an a m o u n t  e q u a l  to 

the r e q u i r e d  d e b t  r.ervico res e r v e .  T h e  c h a i r m a n  a n n u a l l y ,  

b e f o r e  J a n u a r y  V)Jf s h a l l  n a k c  a n d  d e l i v e r  to tne g o v e r n o r  

an d  to t h e  c h a i r m a n  ; t.ie H o u s e a n d  S e n a t e  F i n a n c e  C o m m i t t e e s  

hi s  c e r t i f i c a t e  s t a t i n g  t h e  s u m  r e q u i r e ^  to  r e s t o r e  the fund 

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

a n d  p a i d  t o  tne b o n d  b a n 1: a u t h o r i t y  d u r i n g  the t h e n  c u r r e n t  

s t a t e  f i s c a l  year, h'othing in this s u b s e c t i o n  creates' a d e b t

o r  l i a b i l i t y  o f  the state.
*

(h) All a m o u n t s  r e c e i v e d  o n  a c c o u n t  o f  m o n e y  

a p p r o p r i a t e d  to the r e s e r v e  f u n d  r e f e r r e d  t o  in ( a ) (3) o f  

this s e c t i o n  s h all b e  h o l d  a n d  a p p l i e d  in a c c o r d a n c e  v/ith 

(b) o f  th i s  s ection; s u b j e c t  to •the t e r n s  of a n y  a c t  a p p r o­

p r i a t i n g  m o n e y  to t h e  r e s e r v e  fund.



‘jfjfsxwt of R̂cpresentat&ies

F e b r u a r y  5 ,  1 9 7 5

Tayloe Murphy Institute
Graduate School of Business Administration
Univrsity of Virginia
C h a r l o t t e s v i l l e ,  V i r g i n i a  2 2 9 0 3

Dear Ladies and Gentlemen:

The Alaska Legislature is presently considering legislation 
concerning a municipal bond bank. A copy of your October 1 9 7 3  

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

BET:asg

i



S T A T E M E N T  ON H B  72 

S u b m i t t e d  b y  D o n  M. B e r r y  

E x e c u t o r  D i r e c t o r  

A l a s k a  M u n i c i p a l  L e a g u e  

F e b r u a r y  20, 1975

Mr. Chairman, M e m b e r s  of the Committee:

For the record, I a m  Don M. Berry, E x e c u t i v e  D i r e c t o r  of the A l a s k a  M u n i c i p a l  

League, an o r g a n i z a t i o n  r e p r e s e n t i n g  cities and b o r o u g h s  t h r o u g h o u t  Alaska.

On  b e h a l f  of the L e a g u e  members, I w i s h  to ex p r e s s  o u r  a p p r e c i a t i o n  for this 

o p p o r t u n i t y  to p r esent t e s timony in s u p p o r t  of H B  72, an act e s t a b l i s h i n g  the 

M u n i c i p a l  Bon d  B a n k  Authority.

T h e  L e a g u e  has spent several years r e v i e w i n g  and d r a f t i n g  the c o n c e p t  of 

a s s i s t a n c e  to l ocal g o v e r nme nts by  the c r e a t i o n  of a f i n ancing a g e n c y  w i t h i n  the 

S t a t e  w h i c h  could pr o v i d e  a v i a b l e  m e a n s  of a i d i n g  t hese local g o v e r n m e n t s  to 

o v e r c o m e  m a n y  of the h i g h  cost p r o b l e m s  i n c u r r e d  in the ca p i t a l  m a r k e t s  and w h i c h  

could aid c o m m unities in the fi n a n c i n g  of n e e d e d  c a p i t a l  improvements. H e  feel 

that h b  7 2 as ** appears b e f o r e  this c o m m i t t e e  a d e q u a t e l y  m e e t s  these needs.

As you are w e l l  aware, m a n y  com m u n i t i e s  in A l a s k a  h a v e  e x p e r i e n c e d  e x t r e m e  

d i f f i c u l t y  in  ob t a i n i n g  n e c e s s a r y  funds to c o n struct civic i m p r o v e m e n t s  due 

to e x i s t i n g  b o n d e d  indebtedness or h i g h  inte r e s t  rates. B e c a u s e  of the e x t r e m e  

costs of n o r m a l  local g o v e r n m e n t  r e s p o n s i b i l i t i e s ,  v i t a l l y  n e e d e d  capital im ­

p r o v e m e n t s  such as streets, sewers, w a t e r  systems, hospi t a l s ,  p arks and r e c r e a t i o n  

facilities, p o l l u t i o n  control, libraries, etc. h a v e  b e c o m e  i n f e r i o r  cl a i m a n t s  in 

the c o m p e t i t i o n  for the local tax base. There f o r e ,  the onl y  r e c o u r s e  has b e e n  

to go to the b o n d  market w i t h  its near l y  p r o h i b i t i v e  costs. W h i l e  m a n y  plans 

ha r e  b e e n  a d v a n c e d  by the U. S. Treasury, C o n g r e s s  and others to aid such 

communities, one thing that all p r o p o s a l s  have in com m o n  is the p o w e r f u l  i n v o l v e -  

uiv-.it of the federal g overnme nt one w a y  or another. The L e a g u e  b e l i e v e s  that 

jtate inv o l v e m e n t  is not only m o r e  a p p r o p r i a t e  but m u c h  m o r e  beneficial.

This inv o l v e m e n t  could take two c o urses - o u t r i g h t  grants to p o l i t i c a l  sub -  

iivisions for capital i m p rovements or the c r e a t i o n  of a m u n i c i p a l  a u t h o r i t y  sucb 

r's y o u  n o w  h a v e  b e f o r e  you. Since !IB 72 does n o t  de a l  w i t h  outr i g h t  grants, 

we  w i l l  c 2 .fine o u r  remarks to the bo n d  authority.

U n l i k e  m o s t  states w i t h  their numerous p o l i t i c a l  subdiv i s i o n s  i ssuing bonds 

in l a r g e  volume, A l a s k a  has r e l a t i v e l y  few issuers, w i t h  mos t  of the v o l u m e  in 

the City and B orough cf Anchorage, the City of F airbanks, the F a i r b a n k s  N o r t h  

S t a r  Borough, and, to a lesser extent, the K e n a i  P e n i n s u l a  Borough, the City 

and B o r o u g h  of Juneau, and the City of K e t c h i k a n  and K e t c h i k a n  G a t e w a y  Borough.

However, w i t h  the rapid increase of econ o m i c  acti v i t y  over the next few 

years, ^'aska may antic i p a t e  that its s m a l l e r  citi e s  such as V A l d e z  and C o r d o v a  

and lean p o p u l o u s  b o r o u g h s  Riich ap the M a t a n u s k a - J u s i t n a  and N o r t h  Slope Bo r o u g h  

w i l l  b e g i n  to b o r r o w  on a volume c omparable to the larger p o p u l a t i o n  centers. In 

addition, v i l l a g e s  or communities may b e  e x p e c t e d  to i n c o r p o r a t e  or att a i n  

c o r p o r a t e  status p e r m i t t i n g  b o n d  issuance, and o t h e r  p o ckets of growth w i l l  

develop. T h e s e  n e w  growth pockets w i l l  have c a p i t a l  demands, i n i tially for 

s c h o o l s  and later for o t h e r  m u n i c i p a l  purposes.



A l a s k a  m a y  e x p e c t  then ove r  the n e x t  few y e a r s  a n u m b e r  of p o t e n t i a l  b o n d  

i s s u e r s  w h o  h a v e  n e v e r  a p p r o a c h e d  the m u n i c i p a l  b o n d  market. M a n y  of t hese 

w i l l  o b v i o u s l y  b e  u n r a t e d  on their i n i t i a l  financings. Thus, some of the local 

issues w i l l  n o t  gain n e a r l y  the i n v e s t o r  a t t e n t i o n  they m i g h t  d e s e r v e  b e c a u s e  

cf the d i f f i c u l t y  of a n a l y s i n g  the credit of a n e w  m u n i c i p a l i t y  or a m u n i c i p a l i t y  

w h i c h  h a s  n o t  h e r e t o f o r e  borrowed. P a r t i c u l a r  economic, p o l i t i c a l  or social 

p r o b l e m s  m i g h t  b e  p r e s e n t  in a g i v e n  s i t u a t i o n  w h i c h  w o u l d  p r e c l u d e  any r e a s o n ­

able e x p e c t a t i o n  of ob t a i n i n g  funds by borro w i n g .  L o c a l  o f f i c i a l s  in m a n y  of 

these b u d d i n g  communities m a y  find that r e a d y i n g  an i ssue for m a r k e t  is b e y o n d  

their c a p a b i l i t i e s  b e c a u s e  of inexperience.

A  M u n i c i p a l  Bo n d  B a n k  A uthority, such as e n v i s i o n e d  in H B  72, could b e  

of i m m e a s u r a b l e  h e l p  to first time b o r r o w e r s  if o n l y  b e c a u s e  of the a d v i c e  it 

c ould r e n d e r  on the techniques of p r e p a r i n g  b o n d s  for market.

In addition, the c o ncept rf p a c k a g i n g  a n u m b e r  of issues fro m  n e w  or s m a l l e r  

m u n i c i p a l i t i e s  in effect r e o f f e r c d  t hrough the n e w  u n i f o r m  s u c u r i t y  of the 

M u n i c i p a l  B o n d  B a n k  A u t h o r i t y  could b e  of g r e a c  h e l p  in local d e b t  m a n a g e m e n t .

T h e  p r i m a r y  anal y s i s  of the local b o n d  s e c u r i t y  c ould b e  u n d e r t a k e n  by  the Bo n d  

A u t h o r i t y  and the b u r d e n  relieved fro m  o u t s i d e  m u n i c i p a l  bo n d  purchasers. It 

m a y  be e x p e c t e d  that the M u n i c i p a l  Bon d  A u t h o r i t y  o p e r a t i o n  could result in 

in t e r e s t  cost s a vings to the s m a l l e r  m u n i c i p a l i t i e s  s i n c e  the u n i f o r m  s e c u r i t y  

it offers to b o n d  h o lders w o u l d  o b v i a t e  the d i f f i c u l t  i s s u c - b y - i s s u e  bond 

an a l y s i s  n o w  n e c e s s a r y  and b e c a u s e  the State, a l t h o u g h  not l e gally o b l i g a t e d  to 

s u p p o r t  the b onds w o u l d  b e  c o n s i d e r e d  to be involved, n e v e r t h e l e s s ,  in a s s u r i n g  

its s u c c e s s f u l  operation. T h e s e  o b vious a d v a n t a g e s  w o u l d  also a c c r u e  to the 

l a r g e r  and m o r e  exp e r i e n c e d  m u n i c i p a l i t i e s  if they chose, u n d e r  the terms of 

113 72 to issue their b onds t h rough the A u t h o r i t y  r a t h e r  than on the p u b l i c  

market.

A n  a d d i t i o n a l  feature of the M u n i c i p a l  Bon d  A u t h o r i t y ,  a v a i l a b l e  to all 

A l a s k a n  Communities, is the fact that it w o u l d  h e l p  p r o v i d e  a c o n t i n u i n g  s t a f f  

to ass i s t  in local finance operations. It is r e a l i s t i c  to a s s u m e  that, w i t h  a 

s p e c i f i c  b o n d  p u r c h a s e  and m a r k e t i n g  func t i o n  a s s i g n e d  to the A uthority, p r o g r e s  

could bo  m a d e  for the first time in s e c u r i n g  and k e e p i n g  current a u n i f o r m  

a c c o u n t i n g  and i n f o r m a t i o n  s y s t e m  f r o m  m u n i c i p a l i t i e s  - the la c k  of w h i c h  has 

h e r e t o f o r e  p r o v e d  a p r o b l e m  to our local g o v e r n m e n t  o p e r a t i o n  in Alaska.

Thus, it is obvious that the M u n i c i p a l  Bond B a n k  A u t h o r i t y  as e s t a b l i s h e d  

b y  1IB 72 off e r s  m u c h  m o r e  f a r - r e a c h i n g  a s s i s t a n c e  to lor.il g o v e r n m e n t s  tha n  just 

the c a p a b i l i t y  of securing lower interest rates on  local b e n d  issues. It p r o ­

v i d e s  the e s s e n t i a l  tools w h i c h  m i g h t  e v e n t u a l l y  e n a b l e  each co m m u n i t y  to 

at tract i n v e s t o r  interest cn ita own. It. could assi s t  in d e v e l o p i n g  f i n a n c i a l  

stability in local gov e r n m e n t s  w h i c h  in turn w o u l d  e n h a n c e  the credit c.f the 

Pta'.o at a l l  levels.

The Lii'.gue realizes the t r e m e n d o u s  r e s p o n s i b i l i t y  w i t h  w h i c h  the C o m m i t t e e  

has b e e n c h a r g e d .  Y o u r  de c i s i o n s  he r e  w i l l  hav e  a l a s t i n g  eff e c t  on A l a s k a  and 

its c i t i z e n s  for years Lu come. So too w i l l  the d e c i s i o n s  of local g o v e r n m e n t  

as they pla n  v i tally n e e d e d  c a pital i m p r o v e m e n t s  net on l y  for the p r e s e n t  b u t  

for the g e n e r a t i o n  of A l a s k a n s  w h o  w i l l  r e q u i r e  and u t i l i z e  these f a c i l i t i e s  

in the ruture. W e  s i n c e r e l y  feel that an i n v e s t m e n t  n o w  in the schools, h o s p i ­

tals, roads, e n v i r o n m e n t a l  p o l l u t i o n  c o n t r o l  f a c i l i t i e s  of the future w o u l d  be
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a w i s e  and j u d i c i o u s  i n v e s t m e n t  of the S t a t e ' s  r e s o u r c e s  to ass u r e  its c o n t i n u e d  

gr o w t h  a n d  the d e v e l o p m e n t  of its b r i g h t  p r o s p e c t s  in the d e c a d e s  to come.

In conclusion, I w i s h  to e x p r e s s  the tha n k s  a n d  a p p r e c i a t i o n  of the e n t i r e  

A l a s k a  M u n i c i p a l  L e a g u e  for the o p p o r t u n i t y  to p r e s e n t  this st a t e m e n t  of 

s t r o n g  s u p p o r t  of H B  72. W e  are a n x i o u s  to a s s i s t  y o u  in y o u r  i m p ortant 

task and s t a n d  r eady to h e l p  y o u  in e v e r y  w a y  p o s sible.

T h a n k  y o u  ver y  m u c h

R e s p e c t f u l l y  submitted,

D o n  M. B e r r y  

E x e c u t i v e  D i r e c t o r

D M B / j f
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