


T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A LASKA  
T W E L F T H  L E G I S L A T U R E

SB 36
F I SCAL  NOTE

I. R EQ U ES T
Bi l l/Resolut ion No.  SENATE BTT.L NO. 38__________________________________________________________
Ti t le _’'An Ac t  p r o v i d i n g  f o r  t h e  a s s um p t i o n  o f  nu i n i r l n . i l  bonded i n d e b t e d n e s s bv t h e  s t a t e  
I&WCXKf lKKX. e s t a b l i s h i n g  a m u n i c i p a l  debt: r e d em p t i o n  f u n d . "  Date 1/13/SI__________

Requested by Senate Community and Regional Affairs Committee

I I .  F IS C A L  D E T A IL
Agency Affected D epa r tmen t  o f  Revenue_______________________________________________________
Program Category Affected Revenue  C o l l e c t i o n  and Mr.nm’.cment_______________________________
BRU .  Program, or Subprogram(s) Affected T r e a s u r y  Management___________________________________
(Note: I f more than one budget componen t is affected, separate l ine-item amounts and fund ing  for caclt 

componen t in the analysis section.)
E X P EN D IT U R E S  (Thousands o f  Dol lars)

F Y  31 FY  82 FY  03 FY  84 F Y  85 . F Y 8 S
100 PFRSONAL  SERV IC E S
900 T R A V E I
300 C O N T R A C T U A L -0- 526,0. 76.0 82.0 88.0 9b. 0
400 C O M M O D I T I E S
500 E QU IPM ENT
600 LAND  & S T RUCTUR ES
700 GRANTS .  C LA IM S .  ETC .

T O T A L -0- 526.0 76.0 82.0 88.0 96.0

F U N D IN G  (Thousands o f  Dollars)

G E N E R A L  F U N D -0- 526,0 76.0 82.0 88.0 96.0
F E D E R A L  FUNDS
O T H E R  (Specify Fund Source)

1

POSIT IONS

F U L L T IM E . - 0 - -0- -0- -0- -0- -0-
PART  T IM E
T E M P O R A R Y

Thin Fiscal Note Includes Dept, of Revenue/Treasury administrative costs only 
and does not include amounts to assume the debt.

H I .  ANA LYS IS  (See Fiscal Note Preparation Instructions, Section I I I)
The bill attcmptu to approximate a defeasance (pay off) of municipal debt. The ap­
proach of this cost estimate 1g that the Treasury would have to invest the Municipal 
Debt Redemption Fund as a separately invested fund in order to approximate a de­
feasance, i.e., structure a set of securities which are timed to liquidate in the 
proper amounts and rates to pay the debt during the remaining life of the debt.

Contractual services coot include financial advisory fees in the year of enactment 
to structure the portfolio to mirror the debt payoff cycle. Safekeeping fees for 
the portfolio due to ncceiiBary segregation also included.

Based on 6/30/80 gross outstanding municipal debt of $911.5 million. Amount shown in 
FY 82 assumes actual implementation takes place soon after FY starts. Any future ro- 
structing due to new debt would be handled in separate bill In new year (i.e. the fund 

would not handle now iaouon.) C.
IV . D A T E  J a n u a r y  26, 1981_____ PREPARED  BY A n s e l m  C. S m a c k .  T r e a s u r y  C o m n r r o l l o r

A G E N C Y  D e p a r t m e n t  of Rev e n u e ,  T r e a s u r y  D i v i s i o n __________

Orig inal: Legislative F inance PHONE  465 - 2 3 5 1 ______________________

cc: Budget and Management
Prime Sponsor (First Legislator Named)
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B I L L  A N A L Y S I S

S e n a t e  B i l l  No. 3 8 ( 1 / 1 3 / 8 1 )

P r o g r a m  E f f e c t s :

1. E s t a b l i s h e s  a m u n i c i p a l  d e b t  r e d e m p t i o n  f u n d  (MBRF) in 
D e p a r t m e n t  o f  A d m i n i s t r a t i o n .

2. W h e n  a p p r o p r i 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 e d  i n d e b t e d­
n e s s  of m u n i c i p a l i t i e s  is a s s u m e d .

3. If a p p r o p r i a t i o n  d e e m e d  i n a d e q u a t e ,  D e p a r t m e n t  of 
A d m i n i s t r a t i o n  to r e q u e s t  a d d i t i o n a l  a m o u n t s .  If 
a d d i t i o n a l  a p p r o p r i a t i o n  n o t  g r a n t e d  in 60 days, o r i g­
i n a l  a p p r o p r i a t i o n  lapses.

4. D e p a r t m e n t  o f  A d m i n i s t r a t i o n  is to m a k e  a l l  d e b t  s e r­
v i c e  p a y m e n t s  o n  a s s u m e d  m u n i c i p a l  d ebt; p r o v i d e s  for 
s t o r a g e  a n d  d e s t r u c t i o n  of b o n d s / c o u p o n s  p aid; p r e p a r e s  
an a n n u a l  r e p o r t  o f  a c t i v i t i e s  f o r  l e g i s l a t u r e .

5. D e p a r t m e n t  of  R e v e n u e  is to m a n a g e  a n d  i n v e s t  m o n e y  in 
t h e  fund in a c c o r d a n c e  w i t h  g e n e r a l  f u n d  i n v e s t m e n t  
a u t h o r i t y .

6. M u n i c i p a l i t y  m u s t  f u r n i s h  v a r i o u s  d a t a  to D e p a r t m e n t  of 
A d m i n i s t r a t i o n .

7. If m u n i c i p a l i t y  d o e s  n o t  s e n d  d a t a  w i t h i n  60 days, m u n­
i c i p a l i t y  p a y s  d e b t  s e r v i c e  and c a n  l a t e r  be r e i m b u r s e d .

8. M u n i c i p a l i t y  m a y  e l e c t  to r e c e i v e  an e n t i t l e m e n t  f r o m  
the fund for d e b t  s e r v i c e  p a y m e n t s  w h i c h  w o u l d  n o r m a l l y  
b e  m a d e  b y  the fund. The b o n d e d  i n d e b t e d n e s s  in t h a t  
c a s e  is n o t  c o n s i d e r e d  a s sumed.

9. W h e n  the m u n i c i p a l  d e b t  is a s s u m e d  it is n o t  to b e  
c o n s i d e r e d  an  o b l i g a t i o n  o f  the m u n i c i p a l i t y  a n d  the 
m u n i c i p a l i t y  is n o t  a u t h o r i z e d  to l e v y  t a x e s  to p a y  the 
d e b t  a s s u m e d .  H o w e v e r ,  if a m u n i c i p a l i t y  d o e s  not 
r e c e i v e  n o t i c e  of d e b t  a s s u m e d  by M a y  1 o f  the y e ar, 
t h e  m u n i c i p a l i t y  m a y  levy t a x e s  f o r  the d e b t  se r vi ce .

10. E f f e c t i v e  J u l y  .1, 1981.

1 / 2 6 / 8 1



B I L L  A N A L Y S I S , S B  38, C o n t ' d

C o m m e n t s :

1. In t h e  f o r m  p r e s e n t e d ,  the b i l l  a p p e a r s  to h a v e  c o n s t i t u­
t i o n a l  p r o b l e m s  w h i c h  s h o u l d  b e  r e s e a r c h e d .  A r t i c l e
IX, S e c t i o n  8 r e q u i r e s  v o t e r  a p p r o v a l  o f  S t a t e  c o n t r a c t e d  
d e b t .  I n  t h i s  b i l l  t h e  S t a t e  w o u l d  b e  a s s u m i n g  ( "con­
tr a c t i n g " )  t h e  d e b t  w i t h o u t  a v o t e  o f  t h e  p u b l i c .  S o m e  
r e s t r u c t u r i n g  as to w h o  r e c e i v e s  the a p p r o p r i a t i o n  to 
p a y  o f f  t h e  d e b t  m a y  be  n e c e s s a r y .  (See a l s o  1959 
O p i n i o n  o f  t h e  A t t o r n e y  G e n e r a l ) .

2. T h e  b i l l  s h o u l d  p e r h a p s  i n c l u d e  l a n g u a g e ,  e s p e c i a l l y  in
t h e  e n t i t l e m e n t s  s e c t i o n ,  w h i c h  l i m i t s  t h e  a m o u n t  of
d r a w  to o n l y  w h a t  is n e c e s s a r y  t o  a c c o m p l i s h  t h e  e f f e c t  
of the d e b t  h a v i n g  bee.n r e m o v e d  a n d  l i m i t s  t h e  u s e  of t h e  
e n t i t l e m e n t  draw.

3. T o t a l  i s s u e d  a n d  o u t s t a n d i n g  g e n e r a l  o b l i g a t i o n  m u n i c i­
pal d e b t  a t  J u n e  30, 1980 is as f o l l o w s :  ( A n c h o r a g e
i n c l u d e s  7 / 1 / 8 0  issue)

If the a t t e m p t  is to  r e m o v e  or m a k e  "t h e  i n d e b t e d n e s s  
is n o t  an o b l i g a t i o n  of the m u n i c i p a l i t y "  t h e  a c t u a l  
a p p r o p r i a t e d  f u t u r e  a m o u n t s  c o u l d  b e  l e s s  t h a n  the 
a b o v e  to a c c o m p l i s h  a n  a c t u a l  d e f e a s a n c e .

4. N o r m a l l y  s u c h  t r a n s a c t i o n s  are a c c o m p l i s h e d  b y  s e t t i n g  
a s i d e  the f u n d s  w i t h  a t h i r d  p a r t y  t r u s t e e  w h o  i n v e s t s  
the f u n d s  a n d  m a k e s  the p a y m e n t s .

5. It a p p e a r s  t h a t  the q u e s t i o n  o f  f u t u r e  m u n i c i p a l  d e b t  
i s s u a n c e  w i l l  h a v e  to be a d d r e s s e d .  T h e  m u n i c i p a l i t i e s  
m a y  be l o c k e d  o u t  o f  f u t u r e  m a r k e t s  f o r  a p e r i o d  o f  
t i m e  d u e  t o  IRS r u l i n g s .  T h i s  m u s t  b e  r e s e a r c h e d  by 
b o n d  c o u n s e l .

6. T h i s  f i s c a l  n o t e  i n c l u d ' s  o n l y  t h o s e  c o s t s  a p p l i c a b l e  
to D e p a r t m e n t  of Revenv i n v e s t m e n t  o f  f u n d s  n e c e s s a r y  

for p a y o f f .

S c h o o l  r e l a t e d  
O t h e r  p r o j e c t s  

T o t a l

$ 3 5 5 , 7 9 4 , 1 0 0  
5 5 5 , 6 7 5 , 5 0 0  

$ 9 1 1 , 4 6 9 , 6 0 0

A n s e l m  C. St.aack, T r e a s u r y  C o m p t r o l l e r  
D e p a r t m e n t  of R e v e n u e / T r e a s u r y
4 6 5 - 2 3 5 1
1 / 2 6 / 8 1

1 / 2 6 / 8 1
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