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H cU h  ■ ’jlu b y .

BY THE C O MMUNITY A ND
IN THE SENATE REGIONAL AFFAIRS COMMITTEE

CS F O R  SENATE BILL NO. 430 

IN THE LEGISLATURE OF THE STATE OF A L A S K A  

TENTH L EGISLATURE - SECOND SESSION 

A  BILL

For an Act entitled: "An Act extending the a u thority of the A l aska Municipal

Bond Bank; and p roviding for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF T HE STATE O F  ALASKA:

* Section 1. AS 44.58.170(b) i3 a m e nded to read:

(b) N o t withstanding any pro v i s i o n  of law, to the extent that any 

department or agency of the state is the custodian of money payable to 

a municipality, at any time after w r i t t e n  n otice to the department or 

agency head from the bond bank authority that the m u nicipality is in 

default on the payment of principal or interest on m u nicipal general 

obligation bonds of the munici p a l i t y  then held or owned by the bon d  bank 

authority, the department or agency shall w i t h h o l d  the payment of that 

money from that munici p a l i t y  and pay over the money to the bond bank 

authority for the purpose of paying principal of and incerest on bonds 

of the bo n d  bank authority.

* Sec. 2. AS 44.58.180(c) is amended to read:

(c) Notwithstanding the provisions of (a) and (b) of this section, 

the total amount of bond bank authority bonds and notes o utstanding at 

any one time, except bonds or notes issued to fund or refund bonds or 

notes, may not e x ceed $150,000,000 for the purchase of general obligation

bonds and $150,000,000 for the purchase of revenue b o n d s .

* Sec. 3. AS 44.58.410(3) is amended to read:

(3) * municipal bond" means a b o n d  or note or evidence of debt

w h i c h  constitutes

(A) a general obligation bon d  w h i c h  is a direct and 
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general obligation of a political subdivision of the state, all the 

taxable property w ithin which is subject to taxation to pay the 

bond, note or evidence of debt, and the interest w i t hout l imita­

tion, as to rate or amount generally to the extent permitted by 

law or to avoid a default as provided for second class cities under 

AS 2 9 . 5 3 . 4 1 0 ; or

(B) a revenue bond issued by a munic i p a l i t y  which is a 

pledge of the revenue of a revenue-producing capital improvement 

payable solely from unpledged revenue of the public facility for 

w h i c h  the obligations are issued; or

(C) a general obligation bond or revenue bond combined 

or additionally s e c u r e d ;

* Sec. 4. AS 44.58.420 is amended to read:

Sec. 44.58.420. SHORT TITLE. This chapter m ay be cited as the 

Alaska Municipal Bond Bank Authority Act or the A l aska Municipal Bond 

Bank Act. The Alaska Municipal Bond Bank A u thority created by this 

chapter may be referred to as the Alaska Municipal Bond Bank with the 

same -egal effect as if the reference were to A l a s k a  Municipal Bond 

Bank A u t h o r i t y .

takes effect immediately in accordance with AS 01.10.-

U l / U - M l d a -? u l< L

4 3 0 - 2 -



CHAIRMAN:
N O R M A N  J. L E V E S Q U E

THE FINANCIAL PLAZA 
601 WEST FIFTH AVENUE 

SUITE 325 
ANCHORAGE, ALASKA 99501 

(907) 274-7366
BOARD MEMBERS:

S T E R L I N G  G A L L A G H E R

L E E  M C A N E R N E V  

L A N C E  A N D E R 5 0 N  

J A M E S  R .  E I O E EXECUTIVE DIRECTOR: 
D A V I D  A .  R O S E

ALASKA MUN IC IPAL BOND BANK AUTHORITY

F e b r u a r y  6, 1978

Sencitor Joe Orsini

Chairman, Community and Regional Affairs Committee 
Pouch V, St a t e  Capitol 

Juneau, Alaska 99811

Dea r  Joe:

Th a n k  y ou for y o u r  recent l etter requesting my comments on £ 3  430 w h i c h  will 
be reviewed by yo u r  committee.

The board o f  Directors, by resolution, fully supports the Bill provided a 
n e w  S e c t i o n  is added as follows:

"-Sec 2. AS 44.58.420 is amended to read:

Section 44.58.420. SHORT TITLE. This chapter m ay be cited 

as the A l a s k a  Municipal Bond Bank Authority Act o r  the A laska 

Municipal Bond Bank Act. T h e Alaska Municipal Bond Bank" AlTt.hor.ity 
created by this chapter may he re f e r red to as" t h e  Alaska Municipal 

t'^£'e j;_;ink_ wij.!i_ the same legal " effect' as] if~the rererencK~werci~to~
Alaska Municipal Bond Ban k  Authority

T he a b o v e  charge will a l l o w  us to m arket bonds without the word " A u thority” 

ap p e a r i n g  in our name. Wo are advised that the word "Au t h o r i t y” in f e r s  that 

the bond .is mor e  o f  a revenue issue rather than general obligation. Also, 

some h o u s i n g  author i t i e s  and port a u t h o rities have recently fallen into 

m a r k e t  disfavor. I f  this a m endment to title is passed, we plan to dr o p  the 

word "Authority" on general o b l i gation issues but would probably r e t a i n  it 

for revenue issues. Droppinp; the word may provide market savings o f  as much 
as 20 basis p o ints on 0.0. issues.

S e c tion 1 o f  SB 430 will enable us to meet the needs o f  smaller c i t i e s  wishing 

to ac c o m p l i s h  projects n ot properly classifies as general o b ligation..These 

include utilities, docks, ports, etc. This change is extremenly i m portant if 

w e  are to be in a position to assist communities impacted by o f f s h o r e  energy 
exploration and development.

H op e  you can schedule earlv a ction on the Bill. I'll be pleased to m e e t  with 
the: committee.



M E M O R A N D U M

TO: L is a  Rudd FROM: A n n e t te  S m ith

S u m m a r y  of C S H B  4 3 0

C S S B  4 3 0 r E x t e n d i n g  the a u t h o r i t y  of the A l a s k a  M u n i c i p a l  
B o n d  Bank.

B y  e x p a n d i n g  the d e f i n i t i o n  of  m u n i c i p a l  b o n d s  in S e c t i o n  3 ,
SB  4 3 0  e x t e n d s  the a u t h o r i t y  of  the M u n i c i p a l  b o n d  B a n k  tc 
i n c l u d e  r e v e n u e  b o n d s  as w e l l  as g e n e r a l  o b l i g a t i o n  b o n d s  of 
m u n i c i p a l i t i e s . R e v e n u e  d c b L  w a s  n o t  i n c l u d e d  in the 
o r i g i n a l  b o n d  b a n k  a u t h o r i t y  b e c a u s e  it w a s  fe l t  the Bond 
B a n k  n e e d e d  to e s t a b l i s h  a " t r a c k  r e c o r d "  b e f o r e  it e x p a n d e d  
i n t o  the a r e a  of r e v e n u e  debt. T h e  b r o a d e n i n g  o f  the 
d e f i n i t i o n  of m u n i c i p a l  b o n d s  wi l l  p e r m i t  the B o n d  B a n k  to 
a s s i s t  s m a l l e r  c i t i e s  in f i n a n c i n g  p r o j e c t s  s u c h  as u t i l i t y  
a n d  p o r t  d e v e l o p m e n t  a n d  w i l l  e n a b l e  it to u s e  C E I F  F e d e r a l  
m o n e y  to l e v e r a g e  d e b t  r a t h e r  that S t a t e  funds.

Mr. R o s e  c a n  e l a b o r a t e  o n  the p r o p o s a l  to u s e  C E I P  funds to 
b a c k  up  m u n i c i p a l  r e v e n u e  bonds, b u t  b a s i c a l l y  it c o n s i s t s  
of  a m e t h o d  to u s e  a p o r t i o n  o f  the $69 m i l l i o n  a v a i l a b l e  to 
the s t a t e  u n d e r  C E I P  w h i c h  is d e s i g n a t e d  for C r e d i t  A s s i s t a n c e ,  
i.e., loan: to m u n i c i p a l i t i e s  for the c o n s t r u c t i o n  of 
f a c i l i t i e s  in r e s p o n s e  to c o a s t a l  e n e r g y  i m p act. T h e  loan 
m o n e y  is n o w  a v a i l a b l e  at 8%  f r o m  the F e d e r a l  g o v e r n m e n t .
T h e  B o n d  B a n k  p r o p o s e s  to b o r r o w  u p  to $50 m i l l i o n  o f  these 
f u n d s  f r o m  the F e d s  at 8%, r e i n v e s t  the m o n e y  at 87u a n d  use 
t h a t  m o n e y  to b a c k  u p  its m u n i c i p a l  r e v e n u e  b o n d s  w i t h  a 10 0%  
g u a r a n t e e ,  t h e r e b y  s e c u r i n g  a l o w e r  r a t e  for the m u n i c i p a l i t i e s .  
T h i s  i d e a  w a s  c o n c e i v e d  by the D C & R A  a n d  the B o n d  B a n k  and 
h as b e e n  w e l l  r e c e i v e d  by  all. p a r t i e s  c o n c e r n e d .  In o r d e r  for 
the p r o g r a m  to w o r k  e f f e c t i v e l y ,  h o w e v e r ,  the B o n d  B a n k  n e e d s  
this e x t r a  a u t h o r i t y  in the f i e l d  o f  r e v e n u e  bonds.

S e c t i o n  2 is p a r t  of  the c o m m i t t e e  s u b s t i t u t e .  It e s t a b l i s h e s  
a c e i l i n g  ($150 m i l l i o n )  on the a m o u n t  of r e v e n u e  b o nds 
o u t s t a n d i n g  at a n y  o n e  time. T h i s  is the sa m e  c e i l i n g  as for 
g e n e r a l  o b l i g a t i o n  bonds. T h i s  c e i l i n g  on b o n d s  is c o n s i d e r e d  
d o s i r e a b l e  for the first: few y e a r s  of o p e r a t i o n  o f  the p r ogram.

S e c t i o n  1 i n s e r t s  the d i s t i n c t i o n  o f  the type o f  m u n i c i p a l  
b o n d s  r e f e r r e d  to in  that s e c t i o n  s i n c e  t h e r e  arc n o w  two 
t y p e s  o f  m u n i c i p a l  b o n d s  in the A u t h o r i t y .

S e c t i o n  4 is i n s e r t e d  at the r e q u e s t  of the B o n d  Bank. The 
c h a n g e  w i l l  a l l o w  t h e m  to m a r k e t  g e n e r a l  o b l i g a t i o n  de b t  
w i t h o u t  the s t i g m a  of the w o r d  " A u t h o r i t y "  w h i c h  f r e q u e n t l y  
h a s  the c o n n o t a t i o n  o f  risk, a n d  thus m a y  r e s u l t  in h i g h e r  
i n t e r e s t  rat e s .

T h e  i n s e r t i o n  of  the w o r d s  "to the e x t e n t  p e r m i t t e d  b y  law"
(Sec. 3, p. 2, l i n e  4) w a s  at the r e q u e s t  of  L e e  S h a r p  of 
J u n e a u  a n d  is d e s i g n e d  to c l e a r  up a g r a y  a r e a  c r e a t e d  by the 
K a l a m a r i d e s  d e c i s i o n  on m u n i c i p a l  tax l i m i t a t i o n .  A p p a r e n t l y ,  
in o r d e r  for the B o n d  B a n k  to b u y  a c i t y ' s  bonds, the ci t y  
h a s  to p r o m i s e  to l e v y  taxes w i t h o u t  l i m i t a t i o n  as to r a t e  or 
a m o u n t .  T h e  K a l a m a r i d e s  d e c i s i o n  d e c l a r e s  that a m u n i c i p a l i t y  
m a y  n o t  m a k e  that p r o m i s e .  As a resu l t ,  the b o n d  b a n k  c a n n o t  
b u y  the c i t y ' s  b o n d s  b e c a u s e  it has no  a u t h o r i t y  to. T h e r e  
is a S u p r e m e  C o u r t  r u l i n g  p e n d i n g  on this d e c i s i o n .  T h e  
a m e n d m e n t  l a n g u a g e  w o u l d  a l l o w  the c i t y  to m a k e  w h a t e v e r  p l e d g e  
the c o u r t  f i n a l l y  d e t e r m i n e s  the l a w  to be. T h e  n e w  l a n g u a g e  
a l s o  h a s  the b l e s s i n g s  of E r i c  W o l f o r t h ,  b o n d  counsel.
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H o n o r a b l e  J o e  O r s i n i ,  C h a i r m a n  
S e n a t e  C o m m u n i t y  a n d  A f f a i r s  C o m m i t t e e  
P o u c h  "V"
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  S e n a t o r  O r s i n i ,

As y o u  a n d  t h e  c o m m i t t e e  a r e  n o  d o u b t  aware, l i t i g a t i o n  
i n v o l v i n g  the o i l  c o m p a n i e s  and the N o r t h  S l o p e  B o r o u g h  h a v e  
c a s t  d o u b t s  o n  the m e a n i n g  of s e c t i o n s  of T i t l e  29 w h i c h  
r e l a t e  to the e x t e n t  of the a u t h o r i t y  of m u n i c i p a l i t i e s  to 
p l e d g e  t a x e s  to s e c u r e  debt. T h e  d e c i s i o n  in the S u p e r i o r  
C o u r t  p l a c e d  c e r t a i n  l i m i t a t i o n s  on the l a n g u a g e  w h i c h  
m u n i c i p a l i t i e s  a n d  b o n d  c o u n s e l  h a d  n o t  p r e v i o u s l y  b e l i e v e d  
e x i s t e d .  T h e  d e f i n i t i o n  of " m u n i c i p a l  b o n d "  as it a p p e a r s  
i n  the A l a s k a  M u n i c i p a l  B o n d  B a n k  A c t  r e f l e c t s  the c o m m o n l y  
h e l d  v i e w  th a t  t h e r e  w a s  n o  l i m i t a t i o n  o n  the a u t h o r i t y  of 
the m u n i c i p a l i t y  to l e v y  t a x e s  for the p u r p o s e s  of s e c u r i n g  
a n d  p a y i n g  de b t  a n d  i n t e r e s t .  T h e  b o n d  b a n k  is a u t h o r i s e d  
b y  the A c t  to b u y  o n l y  m u n i i c i p a l  b o n d s  w h i c h  a r e  d e f i n e d  as 
b o n d s  w h i c h  h a v e  a n  u n l i m i t e d  tax pled g e .  U n f o r t u n a t e l y ,  
t h e  d e c i s i o n  in the N o r t h  S l o p e  c a s e  p r o h i b i t s  the m u n i c i­
p a l i t y  f r o m  m a k i n g  an  u n l i m i t e d  p l e d g e  o f  taxes. T h e r e i n  
lies the p r o b l e m .  T h e  A M B B A  is a u t h o r i z e d  by l a w  to buy 
b o n d s  w h i c h  b o r o u g h s ,  f i r s t  c l a s s  a n d  h o m e  r u l e  m u n i c i­
p a l i t i e s  a r e  u n a b l e  to i s s u e  u n d e r  the N o r t h  Slope, d e c i s i o n .
T o  o v e r c o m e  this d i l e m m a ,  w e  s u g g e s t  th a t  the f o l l o w i n g  
a m e n d m e n t  be m a d e  to S e n a t e  B i l l  430:

In l i n e  16, a f t e r  the w o r d  " g e n e r a l l y "  a d d  t h e  p h r a s e  "to 
• the e x t e n t  p e r m i t t e d  b y  law".

T h i s  a m e n d m e n t  w o u l d  a u t h o r i z e  the A M B B A  to p u r c h a s e  m u n i c i­
p a l  b o n d s  w h e r e  the m u n i c i p a l i t y  h a d  m a d e  a p l e d g e  of its 
t a x e s  to the e x t e n t  a u t h o r i z e d  by law. T h e  l a w  b e i n g  w h a t  
t h e  c o u r t  sa y s  it is (u n t i l  the l e g i s l a t u r e  c h a n g e s  i t ) , 
t h i s  a m e n d m e n t  w o u l d  a u t h o r i z e  the p u r c h a s e  b y  the A M B B A  of 
m u n i c i p a l  b o n d s  w h i c h  it c a n n o t  n o w  p u r c h a s e  u n d e r  the N o r t h  
S l o p e  r u l i n g .

I b e l i e v e  that the p r o p o s e d  a m e n d m e n t  is in k e e p i n g  
w i t h  the o r i g i n a l  p u r p o s e  of  d e f i n i n g  a m u n i c i p a l  b o n d  in the
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m a n n e r  it p r e s e n t l y  a p p e a r s ;  that is, t h a t  the b o n d  be 
b a c k e d  b y  t h e  m a x i m u m  f u l l  f a i t h  a n d  c r e d i t  p l e d g e  w h i c h  the 
m u n i c i p a l i t y  c o u l d  l a w f u l l y  make.

T o d a y ,  I d i s c u s s e d  this p r o p o s e d  a m e n d m e n t  w i t h  E r i c  
W o l f o r t h ,  w h o  is b o n d  c o u n s e l  for the A M B B A .  H e  c o n c u r r e d  
t h a t  t h e  p r o p o s e d  a m e n d m e n t  w o u l d  a l l e v i a t e  the p r o b l e m  
c r e a t e d  b y  the N o r t h  S l o p e  d e c i s i o n  as it r e l a t e s  to the 
a u t h o r i t y  o f  the b o n d  b a n k  to p u r c h a s e  bonds.

W e  u r g e  the c o m m i t t e e  to i n c l u d e  the p r o p o s e d  l a n g u a g e  
in a c o m m i t t e e  s u b s t i t u t e  for S e n a t e  B i l l  430.

V e r y  t r u l y  y o u r s

C i t y / B o r o u g h  A t t o r n e y
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