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4/4/86

Original sponsor: Rules/Governor

IN THE HOUSE BY THE JUDICIARY COMMITTEE

CS FOR HOUSE BILL NO. 519 (Judiciary)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to the financing, leasing, or acqui—

sition of facilities, goods, services, or projects;

and providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 1A.40.040 is amended to read:

Sec. 14_.40.040. GENERAL POWERS OF THE UNIVERSITY. There
created and established a corporation to be calledthe University
Alaska. It may in that name

(1) sue and be sued?
(2) receive and hold real and personal property;
(3) contract and be contracted with;

(4) adopt, use and alter a corporate seal;

is

of

(5) borrow money, issue debt, or enter into long-term

obligations for the purchase of facilities, goods, or services, which

obligations secure, in whole or in part, debt issued by anotherparty,

asapproved by the state bond committee under AS 37.15.770 and
proved by law; an appropriation does not constitute approval by

for purposes of this paragraph;

ap—

law

(6) do and have done all matters necessary for the purpose

of any function set out [FORTH] 1in this chapter.

* Sec. 2. AS 14.40 is amended by adding a new section to read:

Sec. 14.40.255. LEASE-FINANCING. The Board of Regents may enter

into lease-financing agreements only with the Alaska State Housing

Authority acting as the Alaska State Building Authority. A lease-

1- CSHB 519(Jud)



10

13

14

15

16

17

1C

19

20

22

23

24

25

26

27

28

29

WORK DRAFT WORK DRAFT WORK DRAFT

financing agreement must provide that Ilease payments are subject to
annual appropriation. IT the board intends to enter into an agreement
under this subsection, the board shall provide notice to the legisla—
ture and to the state bond committee. The notice must 1include the
anticipated annual lease payment, the anticipated principal amount of
the debt to be issued by the Alaska State Housing Authority acting as
the Alaska State Building Authority, and the anticipated total con—
struction or acquisition cost of the project. The board may not enter
into an agreement under this section unless the public building to be
provided has been approved by law. An appropriation for the project
does not constitute approval by law for purposes of this section.

Sec. 3. AS 18.55.100(a)(13) 1is amended to read:

(15) acting as the Alaska State Building Authority arrange
or contract for the financing or [, DESIGN, CONSTRUCTION AND] acquisi—
tion of public buildings designed by, constructed by, or whose acqui—
sition has been approved by the Department of Transportation and
Public Facilities for lease to the state in accordance with AS 18.55.-
010 - 18.55.290 and VS 37. 15.770.

Sec. A. AS 18.55.1A0 is amended to read:

Sec. 18.55.1A0. ISSUANCE OF BONDS, NOTES, AND REFUNDING BONDS.
The authority may issue bonds and notes from time to time in its
discretion for any of 1its corporate purposes and “ay issue refunding
bonds for the purpose of paying or retiring bonds previously issued by
it. The authority may not issue bonds for public buildings until the
state bond committee has approved the proposal for the 1issuance of
debt under AS 37.15.770 and the building has been approved by law. An
appropriation for the building does not constitute approval by law for

purposes of this section.

* Sec. 5. AS 18.55.1A0 is amended by adding a new subsection to read:

CSHB 519 (Jud) -2-
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(b) Bonds issued by the authority for public buildings must be
issued 1in the name of the Alaska State Building Authority and are
subject to AS 18.55.010 - 18.55.290.

Sec. 6. AS 10.55.288 1is amended by adding a new paragraph to read:

4 ""bond”” means any bond, note, interim cert
debenture, or other obligation 1issued by the authority or the author—
ity acting as the Alaska State Building Authority under AS 18.55.010 -
18.55.290.

Sec. 7. AS 22.05.025 1is amended by adding a new subsection to read:

(c) The supreme court may enter into lease-financing agreements
only with the Alaska State Housing Authority acting as the Alaska
State Building Authority. A lease-financing agreement must provide
that lease payments are subject to annual appropriation. IT the
supreme court 1intends to enter into an agreement under this subsec—
tion, the supreme court shall provide notice to the legislature and to
the state bond committee. The notice must 1include the anticipated
annual lease payment, the anticipated principal amount of the debt t
be issued by the Alaska State Housing Authority acting as the Ala:
State Building Authority, and the anticipated total construction or
acquisition cost of the project. The supreme court may not enter into
an agreement under this subsection unless the publ; * building to be
provided has been approved by law. An appropriation for the project
does not constitute approval by law for purposes of this section.

Sec. 8. AS 24.23 is amended by adding new sections to read:
ARTICLE 2. LEASE AGREEMENTS.

Sec. 24.23.100. LEASE OF SPACE. The Legislative Affairs Agency
may lease necessary office space, and contract for the lease of space,
for the use of the Alaska legislature and its employees.

Sec. 24.23.110. The Legislative Affairs Agency may enter into

-3- CSHB 519 (Jud)
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lease-financing agreements only with the Alaska State Housing Author —
ity acting as the Alaska State Building Authority. A lease-financing
agreement must provide that lease payments are subject to annual
appropriation. If the agency intends to enter into an agreement under
this subsection, the agency shall provide notice to the legislature
and to the state bond committee. The notice must include the antici—
pated annual lease payment, the anticipated principal amount of the
debt tii be 1issued by the Alaska State Housing Authority acting as the
Alaska State Building Authority, and the anticipated total construc—
tion or acquisition cost of the project. The agency may not enter
into an agreement under this section unless the public building to be
provided has been approved by law. An appropriation for the project
does not constitute approval by law for purposes of this section.
Sec. 9. AS 37.05.280 is amended to read:

Sec. 37.05.280. LEASES. The department shall lease necessary
space, and contract for the lease of space_j_ for the use of the state
or an agency of the state, wherever it 1is necessary and feasible,

subject to compliance with the requirements of AS 37.05.220 - 37.05.-

280. A [NO] 1lease or contract for a lease may not provide for a
period of occupancy greater than A0 years. A lease agreement must
provide that lease payments are subject to annual appropriation. An

agency of the state requiring office, warehouse” or other space shall
lease the space through the department. [NO CONTRACT OR LEASE EX-—
ECUTED AFTER JANUARY 1, 1966, WHICH PROVIDES FOR A PAYMENT OR PAYMENTS
BY THE STATE IN EXCESS OF $12,000 ANNUALLY IS VALID UNLESS THE USE 01
THE SPACE TO BE PROVIDED FOR BY SUCH CONTRACT OR LEASE HAS BEEN EX—

PRESSLY APPROVED BY THE LEGISLATURE BY CONCURRENT RESOLUTION.]

* Sec. 10. AS 37.05 1is amended by adding a new section to read:

Sec. 37.05.285. LEASE FINANCING, "."ne department may enter into

CSHB 519(Jud) -A-
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lease-financing agreements only with the Alaska State Housing Author—
ity acting as the Alaska State Building Authority. A lease-financing
agreement must provide that lease payments are subject to annual
appropriation. IT the department intends to enter into an agreement
under this subsection, the department shall provide notice to the
legislature and to the state bond committee. The notice must 1include
the anticipated annual Ilease payment, the anticipated principal amount
of the debt to be issued by the Alaska State Housing Authority acting
a the Alaska State Building Authority, and the anticipated total
construction or acquisition cost of the project. The department may
not enter into an agreement under this subsection unless the public
building to be provided has been approved by law. An appropriation
for the project does not constitute approval by law for purposes of
this section.

Sec. 11. AS 37.15.040 1is amended to read:

Sec. 37.15.040. SALE OF BONDS. Before selling an 1issue or
series of bonds, the state bond committee shall give notice 1inviting
sealed bids 1in the [SUCH] manner [AS] it may prescribe. If satisfac—
tory bids are received, the bonds offered for sale shall be awarded to
the highest responsible bidder or bidders. |If the state bond commit—
tee determines that cne bids received are not satisfactory as to price
or responsibility of the bidders, it may reject all bids received.

Sec. 12. AS 37.15.110 1is amended to read:

Sec. 37.15.110. CREATION AND MEMBERSHIP OF STATE BOND COMMITTEE.
There 1is created within the Department of Revenue a committee known as
the "state bond committee,” the members of which are the commissioner
of commerce and economic development, the commissioner of administra—
tion, and the commissioner of revenue. If a member of the committee
is absent or otherwise unable to act, the member®s designee 1in the

-5- CSHB 519 (Jud)
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department shall act as a member of the committee in the member®s
place.
Sec. 13. AS 37.15.130 1is amended to read:

Sec. 37.15.130. OFFICERS, RECORDS AND PROCEEDINGS. The commis—
sioner of commerce and economic development 1is the chairman of the
state bond committee and the commissioner of revenue 1is the secretary.
A majority of the members of the committee constitutf a quorum. The
committee shall keep a full, complete, and permanent record of its
proceedings. All records and correspondence of the committee shall
be kept in the office of the comm_ssioner of revenue. For the purpose
of this chapter and AS 44.62.310, public notice of 24 hours or more 1is
adequate notice of a meeting of the committee at which the issuance of
bonds is authorized.

Sec. 14. AS 37.15.140 1is amended to read:

Sec. 37.15.140. DUTIES OF STATE BOND COMMITTEE. The state bond
committee shall adopt the resolution and prepare tne documents neces—
sary for the issuance, sale, and delivery of state general obligation
bonds.

Sec. 15. AS 37.15.140 is amended by adding new subsections to read:

(b) The state bond committee shall prepare an annual report
be submitted to the governor and legislature before March 31 of each
year. The report must show

(€H) all outstanding debt of debt-issuing entities of the
state;

(2) the anticipated effect on the finances and credit of
the state, including the effect on long-term debt capacity and credit—
worthiness, resulting from that debt;

(3) Wi.-oh 1long-term debt 1is state supported and which is

supported only by revenue attributable to the project being financed

CSHB 519 (Jud) -6-
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by the debt;

4) all long-term capital lease obligations of the state;

(5) the volume of short-term debt issued and retired during
the year by debt-issuing entities of the state;

(6) specific 1identification of each issue for which the
state has pledged some form of indirect support for the debt, includ—
ing any moral obligation of the state to support the debt;

(7) future bonding and debt capacity implications of legis—
lation enacted in the previous legislative session; and

(8) the recommended debt issuance capacity of the state for
the next two years following the year of the report.

(c) The state bond committee may develop written policies
cerning debt of the state.

Sec. 16. AS 37.15.150 1is amended to read:

Sec. 37.15.150. STAFF AND [COMMITTEE MAY EMPLOY] SPECIAL SER-—
VICES. The state bond committee may appoint an executive director who
may, with approval of the committee, select and employ additional
staff as necessary. Employees of the committee are 1in the partially
exempt service under AS 39.25.120. If the [STATE BOND] committee
considers it necessary and advisable, 1itmay ©procure architectural or
engineering, fiscal agent or municipal 1investment, 1legal”™ and other
expert or specialized services at reasonable and customary fees to
assist it in accomplishing the most advantageous sale of the bonds.
The fees may be paid from the proceeds of the sale or advanced from
the contingency fund in the Office [OFFICE] of the Governor [GOVERNOR]

or otherwise.

* Sec. 17. AS 37.15.450(a) 1is amended to read:

(a) The bonds shall be sold in the manner, price or prices,
[SUCH] amounts or series™ and at the[SUCH] time or times [AS]

-7- CSHB 519(Jud)
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determined by the committeeat either public or private sale. [BEFORE
SELLING A SERIES OF BONDS, THE COMMITTEE SHALL GIVE NOTICE INVITING
SEALED BIDS IN SUCH MANNER AS T MAY PRESCRIBE. IF SATISFACTORY BIDS
ARE RECEIVED, THE BONDS OFFERED FOR SALE SHALL BE AWARDED TO THE
HIGHEST RESPONSIBLE BIDDER. IF THE COMMITTEE DETERMINES THAT THE BIDS
RECEIVED ARE *®T SATISFACTORY AS TO PRICE OR RESPONSIBILITY OF THE
BIDDERS, IT MAY REJECT ALL BIDS RECEIVED.] The bonds, or each series
of them, shall be sold at such a price so that the effective interest
rate over the life of the bonds does not exceed 11 percent per year or
that rate of interest which 1is 125 percent of the rate ofthe Bond
Buyer Index of 20 Municipal Bond Average Yields for the week previous
to the date of sale of the bonds, whichever 1is higher. Interest shall
be payable annually or semiannually.

Sec. 18. AS 37.15.460 is amended to read:

Sec. 37.15.460. BOND RESOLUTION. The committee is author!™ ?2d
and directed to adopt the bond resolution and prepare all other docu-—
ments and proceedings necessary for the issuance, sale and delivery of
the bonds or any part or series of them. The bond resolution shall
fix the principal amount, denomination, date, maturities, place or
places of payment, rights of redemption, 1if any, terms, Tform, condi—
tions and covenants of the bonds or each series of them. The commit—
tee shall also determine and provide for the date and manner of sale
of the bonds, and shall provide where a [WHETHER THE] notice of sale j_
if any, 1is to be published [ELSEWHERE IN ADDITION TO THE PUBLICATION
REQUIRED BY AS 37.15.450].

Sec. 19. AS 37.15.650(a) 1is amended to r~ad:

(a) The toll facilities bonds are sold in the manner, price

prices, amounts or series” and at the time as determined by the com—

mitteeMalt _eithe”_pitic_orjpriv”h [BEFORE SELLING A SERIES OF

CSHB 519 (Jud) -8-



10

13

14

15

16

17

18

19

20

22

23

24

25

26

27

28

29

WORK DRAFT WORK DRAFT WORK DRAFT

BONDS, THE COMMITTEE SHALL GIVE NOTICE INVITING SEALED BIDS. IF
SATISFACTORY BIDS ARE RECEIVED, THE BONDS OFFERED FOR SALE ARE AWARDED
TO THE HIGHEST RESPONSIBLE BIDDER. IF THE COMMITTEE DETERMINES THAT A
BID RECEIVED IS NOT SATISFACTORY AS TO PRICE OR RESPONSIBILITY OF THE
BIDDER, THE COMMITTEE MAY REJECT THE BID RECEIVED.] Bonds, or a
series of bonds, may not be sold if the effective interest race over
the 1life of the bonds exceeds 11 percent per year or that rate of
interest that is 125 percent of the rate of the Bond Buyer Index of 20
Municipal Bond Average Yields for the week previous to the date of
sale of the bonds, whichever 1is higher. Interest 1is payable annually
or semiannually.

Sec. 20. AS 37.15.660 is amended to read:

Sec. 37.15.660. BOND RESOLUTION. The committee 1is authorized
and directed to adopt the bond resolution and prepare all other docu—
ments and proceedings necessary for the issuance, sale, and delivery
of the bonds or any part or series of them. The bond resolution shall
fix the principal amount, denomination, date, maturities, place or
places of payment, rights of redemption, 1if any, terms, form, condi—
tions, and covenants of the bonds or each series of them. The commit—
tee shall also determine and provide for the date and manner of sale
of the bonds, and shall provide where a [WHETHER THE] notice of sale”
if any, is to be published [ELSEWHERE IN ADDITION TO THF. PUBLICATION
REQUIRED BY AS 37.15.650].

Sec. 21. AS 37.15 is amended by adding new sections to read:
ARTICLE 5. STATE-SUPPORTED DEBT.
Sec. 37.15. /j. STATE AGENCY DEBT. (a) The state bond commit—

tee shall review proposals for the issuance of debt by or on behalf of

D) the Alaska State Housing Authority acting as the

State Building Authority for the purpose of providing public

-9- CSHB 519 (Jud)
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buildings; and
(2) the University of Alaska.

(b) The committee shall review the general programs andfinanc—
ing plans of the agency that proposes to issue the debt aswell as the
specificaspects of the proposed debt issue, including

(1) amounts;

(2) times;

(3) maturities;

(A) debt structure and security features;

(5) credit enhancements;

(6) wuse of proceeds;

(7) official documents;

(8) planned rating agency presentations; and

(©)) selection, retention, or compensation of financial
advisors, oond counsel, trustees, underwriters, and other profession—
als .

(c) The statebond committee shall consider approval of the
amount and time of sale of the debt. The committee shall approve the
issuance of the debt if, 1in 1its judgment, the debt management aspects
of the 1issue reviewed under (b) of this section are in the best inter—
ests of the state. The committee may limit approval of the issuance
of debt upon compliance with terms established by the committee.

(d) At the time of sale of the debt, the state bond committee
shall review the bids or pricing of the debt, 1including discounts,
underwriting spreads, and interest rates. IT the committee determines
that the bids or prices are not satisfactory or that the bidders are
not responsible, the agency may not sell the debt.

Sec. 37.15.790. MUNICIPAL SCHOOL DEBT. If, atany time, the

state bond committee, in its judgment, determines that the amount or

CSHB 519(Jud) -10-
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retirement of debt issued by municipalities and subject to reimburse—
ment by the state under AS 14.11. 100 is not 1in the best interest of
the state, the committee may

(1) establish an amount or amounts, for any or all years
before the maturity of all of that municipal debt, that maynot be
exceeded by the Department of Education 1in approving requestsunder
AS 14.11. 103; or

(2 establish, under AS 14.11 .100(j)(3), a term required
for the maturities of municipal debt authorized by local voters after
March 31, 1986.

Sec. 22. AS 39.25.120(c) 1is amended by adding a new paragraph to

read:
(19) employees of the state bond committee.
* Sec. 23. Projects approved by law before January 1, 1986, areexempt
from this Act.
* Sec. 24. This Act takes effect immediately 1in accordance with AS 01.-
10.070(c).

~11- CSHB 519(Jud)



DEPARTMENT OF PUBLIC SAFETY
POSITION PAPER - HB 554
February 20, 1936

H8 554 "An Act relating to sentencing.”

The Council on Domestic Violence and Sexual Assault would like to add some
concerns, comments and questions about certain sections of HB 554 to the
discussion of these verj, important issues.

Sec. 5. AS 12.55.125(i). This section proposes to abolish presumptive
terms for first felony convictions of sexual assault in the first degree
and sexual abuse of a minor in the first degree. This section also reduces
presumptive sentences for second and third felony convictions.

The Council on Domestic Violence and Sexual Assault would like to insure
that serious discussion occurs prior to abolishing presumptive terms for
first felony convictions of sexual assault in the fl**st degree and sexual
abuse of a minor in the first degree. When the Legislature classified
first degree sexual assaults as unclassified felonies, they recognized the
seriousness of these crimes. Except for homicide, rape is the most serious
violation of a person's body because it deprives the victim of both phys-
ical and emotional privacy and autonomy. When rape occurs, the victim's
ego or sense of self as well as her body is penetrated and used without
consent. She has lost a basic human need and right: control of physical
and emotional self. Although in many cases of child sexual assault phys-
ical force is not an issue, the damage to the victim is as serious and can
te longer lasting because emotional damage is not as easily repaired as
broken bones or bruises. Victims of child molestation are affected more
severely by the crime than are victims of mo”t crimes as supported b/
statistics relating to these victims. Studies have revealed that a majori-
ty of prostitutes were molested as children. Female molestation victims
often become abusers of alcohol or drugs and a large proportion of female
patients in mental hospitals were molested as children. One researcher has
estimated that "upwards of 80* of kids at juvenile hall had been sexually
molested regardless of the reasons that placed them there". Also of great
concern is the probability that an overwhelming majority (75» according to
one study) of child molesters and most rapists reported they were molested
during childhood. The consequences of child sexual assault plus the
ongoing trauma suffered by victims confirm the seriousness of the crime.

Research has shown tnat molestation by a parent or step parent is more
traumatic to the child than cases involving non-family members because the
child has been harmed repeatedly by a person whom he or she loves, trusts
and regards as a protector. Treatment experts find little difference :n
the behavioral characteristics and patterns of offending behavior of ar
incest offender and a non-family child molester. In one of the few



empirical studies of child molesters, it was shown that incest offenders
often commit sexual assault upon other individuals. Forty-four per cent of
the iIncestuous males studied reported molesting non-family female children
as well as their daughters; 11? of these incestuous men reported sexual?y
abusing their sens as well as their daughters; 11? of these incestuous men
reported molesting non-family boys as well as their daughters; and 18?7, or
nearly one out of five, of incest offenders also reported that they were
violent rapists of adult women. Another stunning piece of information from
this study was that the 411 non-incarcerated offenders studied reported
committing 219,000 completed crimes involving thousands of victims over
many years.

Besides the seriousness of these crimes, and the need to protect victims
from further harm, other important aspects of this issue need to be scru-
tinized. A rationale has been presented that first time offenses should
not be subject to presumptive sentences because first time offenders are
more amenable to treatment. A study conducted at Atascadero State Hospital
in California revealed that almost 85? of the hospitalized child molesters
admitted to prior separate undetected molestations. Two thirds of these
molesters were officially considered to be first time offenders. It is
highly unlikely that someone convicted for the Ffirst time is really a first
time offender.

Although a great deal of discussion has centered around the conflict of
long prison terms versus the need for treatment of offenders to assure
rehabilitation, there is little empirical evidence that treatment is
effective. Reputable sex offender therapists admit that there is no
guarantee for cures and, in fact, they recommend long term monitoring of
known sex offenders to prevent reoffending. Also, most treatment special-
ists recognize that imprisonment is necessary so offenders recognize the
severity of the crime and society"s sanction against it.

There is a need to appreciate the chronicity and dangerousness of this
population, the damage that is done by their offenses and have some knowl-
edge of victims and victimology. Discussion of this complicated issue must
weigh all factors before actions are taken. The most important factor is
our responsibility to protect the community and prevent future victims.

Sec. 7.AS 12.55.155(d). This section adds mitigating factors to
presumptive terms. The Council on Domestic Violence and Sexual Assault has
serious questions and concerns ab”ut the following mitigating factors in
the HB 554:

(17) "the defendant is under the age of 25"

Why is the fact that the defendant is under age 25 seen as a mitigat-
ing factor?

(18) "the defendant has demonstrated good potential for rehabilitation”
Who would judge that the defendant has demonstrated good potential for

rehabilitation? How would someone '"‘demonstrate potential™? It is
recognized that sex offender treatment, is a highly specialized area of



psychology with few experts. Although there are therapists without a
sex offender speciality who may feel they can assess rehabilitation
potential, the consequences are too serious to be left to
non-specialists. Mental health professionals without specialized
expertise are more prone to errors such as undercailing risk, inatten-
tion or oversimplification of the variables that are relevant and
making unrealistic or dangerous recommendations. This issue is
particularly important in Alaska where there is a dearth of sex
offender specialists.

Even specialized sex offender therapists have not developed and tested
a treatment model for minority cultures. Assessment and treatment
would therefore be biased and could add to the over-representation of
Alaskan Natives in prisons and denial of appropriate treatment ser-
vices.

(19) "the defendant has no record of criminal law violations”

IT the presumptive terms in HB 554 are only for defendants with prior
convictions, how is this factor relevant?

(20) "the defendant has demonstrated sincere remorse for the offense"

It is difficuU to judge remorse. Even if there is remorse, it is not
sufficient to assure that the offender will not reoffend. In the case
of sex offenders, frequently after the offender has sexually abused a
child, he will go through a period of feeling depressed and terrible
about what he has done. He will swear to himself that he will never
repeat the behavior again. This will eventually be overcome again by
the rationalizations he used in the behavior and once again, the
behavior will occur. Also, it would be possible and, in fact, very
likely for skilled manipulators to appear remorseful. Therapists who
have been working in the field for many years assert that very few sex
offenders are sincerely remorseful.

(22) "the defendant"s capacity to formulate the requisite culpable mental
state for the offense was diminished to a degree insufficient to
constitute a complete offense”

It is not clear what factors diminish a defendant"s culpable mental
state. Does this include being under the influence of alcohol or
drugs? If this is true, is this sufficient justification to mitigate
a serious crime? What about the offender who purposefully uses
alcohol and drugs to lower inhibitions against committing sexual and
other violent crimes?

Sec. 11. AS 33.15.180(a). This section makes prisoners who are given
presumptive terms eligible for parole. Because of the severity of the
crimes addressed by presumptive sentencing, issues and concerns listed for
Section 5 in this position paper should be considered for this section of
HB 554 also.



The Council recognizes the serious fiscal questions facing Alaska because
of the increased and costly demands placed upon the criminal justice
system. However, we understand that other reforms of the correctional
system could be implemented that are less controversial and that would also
have a negative fiscal impact. All these issues should be considered
before actions are taken. We also know that solutions to these problems
are complex and may not be to everyone®"s satisfaction. There is a great
deal that 1is unknown about sex offenders and less that is understood. As
the primary state agency representing victims of domestic violence and
sexual assault, the Council thinks it is imperative that actions taken
consider the protection of victims and that the State do all it reasonably
can to prevent further victimization.



BILL SHEFFIELD, GOVERNOR

S T M 'F M M

IIKIZATETMHNT OF 11 KV FEMF PONERS 4 AskA 90811
PHONE: <9071 468-2300

OFFICE OF THE COMMISSIONER

April 2, 1986

The Honorable Mike M. Miller
Chairman

House Judiciary Committee
P.O. Box V

Juneau, AK 99811

Dear Representative Miller:

Committee Substitute for House Bill 519 (Loans) is an essential
ingredient in the debt management package of legislation introduced by
Governor Sheffield. The legislation, for the first time, would provide

an orderly, structured process for the issuance of lease-financing
obligations of the C*te and would institute control over the authoriza-
tion of such debt through approval by law as well as control over debt
management aspects of such financings through the State Bond Committee.

Given the downturn in State petrolet 4 revenues, it has become
imperative that the State get a firm grasp on all debt that is paid from
the General Fund. One of these types of debt is lease-financing. Control
of lease-financing, along with all other debt supported by the State's
General Fund, is necessary to preserve the State's credit rating as well
as budgetary flexibility.

The bill designates a single agency, the Alaska State Housing
Authority (ASHA) acting under the name of the Alaska State Euilding
Authority, as the issuer of debt and lessor for State buildings. ASHA
was selected to perform this function due to its experience and existing
expertise with this role, utilization of a single agency will improve
accountability, efficiency, and control.

The bill also makes debt issued by or on behalf of the University of
Alaska subject to approval by law and the State Bond Committee, This is
another category of debt that is paid, in part, from the State General
Fund.

Finally, the bill includes several changes affecting the State 3ond
Committee. One is to require an annual State debt report which should
assist the Legislature in considering approval of State-supported debt
and generally provide for more informed decision-making in the management
of State and municipal debt. Another provision would authorize negotiated
sales for the issuance of international airports or toll facilities
revenue bonds. Under certain circumstances, such as use of a different
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security structure or under uncertainty of impending Congressional tax
reform legislation, a negotiated sale would prove more advantageous to
the State than public sale.

Thar.k you for your consideration of this bill. I ULjc your prompt
approval of this important legislation.

MAN/MB/gb
86-78



CS HB 519

CSHB 519 makes the following changes with respect to the

original

1.

bill:

requires approval by law of University of Alaska bond
issues 1in Sec. 1 of CS HB 519 and ASHA bond issues for
public buildings in Sec. 4 of CS HB 519;

deletes the requirement for State Bond Committee
approval of ASHA debt issuance before lease-financing
agreements may be entered into (sections 2, 7, 8. and
10 of CS HB 519); however, the State Bond Committee
still must approve ASHA debt before it can be issued
(r.ection 4 of CS HB 519);

requires approval of public buildings by law before
lease-financing agreements may be entered into
(sections 2, 7, 8, and 10 of CS HB 519);

includes construction or acquisition cost in addition
to lease payment and bond amount, in notice to
legislature and bond committee (sections 2, 7, 8, and
10);

deletes the requirement in Sec. 7 of HB 519 that the
Legislative Affairs Agency adopt regulations for space
leasing;

makes new subsection (b) in Sec. 8 of HB519 of the

bill into a separate section. Sec. 10 ofCS HB 519, so
that it is not repealed in the event SB 341, the
procurement bill, passes; amendments have been prepared
for SB 341 which would delete all authority in that
bill for lease-purchase financing, so that thesubject
is dealt with only in HB 519; this is toavoid
enactment of conflicting provision?.;

amends international airports and toll facilities
statutes to permit negotiated bond sales in addition to
public bid (sections 17, 18, 19, and 20).



bill SHEFFIELD

State of Ala®sa
Ofrtcf or the Gove«sca

ejuneau

January 27, 1986

The Honorable Ben Grussendorf
Speaker cf the House

Alaska State Legislature

P.0O. Box V

Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. 111, sec. 13, of the Alaska
Constitution, I an transmitting two bills that provide for
improved state debt management. One relates to control of
state-supportec school debt, the other to lease-financing
transactions by the various branches of government.

These two bills are each cornerstones of a comprehensive
proposal designed to monitor and control more effectively
the 1issuance of debt instruments that harbor substantia®,

credit implications for the state. (Some citations in ei.-
bill are to provisions 1in the other bill. The tvc
together.) Alaska“s remarkable wealth has facilitate-:,
tremendous economic growth in all areas of the state"s
economy and at all levelsof government. Many of these
worthy projects and programs have been funded directly by
the state. In other instances, however, funding has been
obtained through the issuance of debt instruments, either by
the state or by local governments. Where government activi—

ties are funded through the issuance of debt, maintenance of
a Tavorable credit rating for the state assumes <critical
importance. Siii"Oly stated, actions detrimental to the
state®"s credit standing are injurious to the Alaska economy.

Unlike past years, we approach an era where the state®s vast
wealth 1is not, 1in and cl itself, sufficient to support a
favorable credit rating. In my discussions with represen—
tatives of the national financial community, the constant
theme stated was the need for Alaska to demonstrate its
ability to affectively manage its resources. One critical

T~



attribute of responsible state management 1is an effective
debt management program.

Any discussion of maintenance of a favorable credit ratingl
for the state must reflect the broad array of financial
obligations encompassed within the term "state-supported

debt." It is critical to bear in mind that state general
obligation bonds are but one type of debt instrument that
affects the state®s credit standing. The financial com—

munity also looks to other recurring, Jlong-term financial
obligations which are paid from the general fund, such as
those which arise under a lease-financing agreement. In a
similar vein, the state®s commitment to support school debt
issued by municipalities 1is a type of long-term financial
commitment with substantial credit implications.

Debt management concerns must further reflect the impact of
excessive or improvident municipal debt issuance on the
state"s credit standing. I initially observe®"that respon—
sible state debt management policies must necessarily 1in—
clude a degree of state supervision of municipal debt is—
suance. While 1 am, of course, cognizant ar.d supportive of
the prerogatives of local government, problems with
municipal debt issuance inevitably burden the state as well.

For that reason, |1 previously introduced a bill that relates

directly to the issuance of municipal debt. Last ses"sion |
proposed the establishment of a Municipal Financial Emer—
gency Commission to assist municipalities that have de—
faulted in bonded indebtedness (Hr 293). I am also propos—
ing legislation that 1imposes reasonable Jlimitations on a
municipality"s authority to 1issue general obligation debt.

As noted in the transmittal Jletters accompanying each of
those bills, responsible state management of municipal debt
is necessary to assure the continued 1investment community
support of and confidence in municipal and state debt
issues.

The two bills attached to this.letter today are intended to
assure proper state oversight before the state enters into
the type of recurring, long-term financial commitments that
might have an impact on the state®"s credit standing. Where
the state issues general obligation bonds, the constitu—
tional requirement of \oter approval offers an appropriate
opportunity for the electorate and for elected officials to
gauge any adverse effect that issuance of the debt may have
on the state. Under Dresent law. however, neither the
statutory, reimbursement formula for school debt nor the
unrestricted authority to enter lease-financing agreements



offers comparable mechanisms to assure that state credit
.-implications are adequately addressed. As the decline of
available revenues further exacerbates the sensitivity of
the state®"s credit standing, it is of critical importance to
assure that each project is viewed not only on its ownl
merits but also with consideration of how the 1issuance of
additional state-supported debt will affect broader state
interests. I believe that these two bills offer a respon—
sible way of meeting the needs of the state to obtain office
facilities and of municipalities to provide necessary
educational facilities - a way that best preserves the
state"s favorable credit standing.

The shorter bill implements the recommendations of the State
Office Complex Financing Task Force, a body whose membership
brought together the views of executive-branch officials,

two legislators, and several members of the public with
substantial financing expertise. The task force conducted
extensive hearings to consider the most appropriate method
to provide state office facilities 1in the most cost-effi—
cient manner possible. After review of the available

financing alternatives, the task fcrce recommended the
enactment of legislation to facilitate the acquisition of
state office facilities through lease-financing agreements.

The bill designates the Alaska State Housing Authority as
the appropriate financing entity, but provides that when the
authority 1issues debt for this purpose, it do so as the
Alaska State Building Authority. The name change 1is 1in—
tended to prevent confusion m national financing markets.

Sections 1, 6, 7 and 8 provide that the university and each
branch of government, respectively, have legal authority to
enter into lease-financing agreements with the Alaska State
Housing Authority acting as the Alaska State Building
Authority. The state has previously executed lease-
financing agreements wunder existing lease authority, and
these sections are thus intended to remove any ambiguities
regarding the legal authority to enter _nto lease-financing

agreements. The cost of building acquisition or development
would be provided by the sale of revenue bonds by the Alaska
State Building Authority. In all instances, a lease-
financing agreement preserves legislative prerogatives

through the requirement that Ilease payments be subject to
annual appropriation.

While the bill recognizes the desirability of the lease-
financing technique, the bill also imposes effective debt



management controls. First, lease-financing agreements may
only be executed with the Alaska State Building Authority, a
limitation that ensures uniformity and continuity in the
state"s lease-financing programs.

More 1importantly, secs. 9 - 16 expand the responsibilities
of the state bond committee (AS 37.15) to ensure that the
broader credit implications are adequately assessed before
the state enters into a lease-financing agreement. Under
sec. 15, for example, proposed AS 37.15.770 authorizes the
state bond committee to review any proposed lease-financi* e
in detail and to prohibit or condition the sale of the d#- -
instruments if it is in the best interests of the state t-
do so.

I observe that sec. 8 of this bill 1is similar to legislation
that | proposed last session in the wake of the controversy
surrounding the Anchorage Office Complex. The bill proposed
last session (HB 392 and the identical SB 293) provided for
project-specific legislative approval before execution of a
lease-financing agreement. In the transmittal letter
accompanying the initial bill, dated April 19, 19=3 (1985
H.J., p. 1001, ar.d 1985 S.J., p. £56), | noted that the pro—
vision of project-specific legislative aperovel pcsed sub-—
stantial constitutional problems. Both the constitutional
doctrine of separation ofpowers and the constitutional
prohibition against special and local 1legislation place in
serious legal dcubt any statutory requirement to see<

project-specific approval. And public finance 1is the wcr»*
forum to 1intersect such asubstantial lecal urcerta::*
Accordingly, the present bill dees not propose prc;er" m
specific approval. To doso, in my view, wculd imper—
missibly intrude wupon theconstitutional prerogatives -*
future governors. Although 1 believe it inappropriate to

require project-specific approval as a matter of law, 1
reaffirm my personal commitment to seek legislative approval
before the executive branch enters into any lease-financing
agreement.

The 1longer of these two bills that 1 am transmitting makes
several changes to the state™ support of public school
construction. Most notable of the significant <changes
proposed under this bill is a cap 1is placed upon the amount
of municipal debt obligations for which the state will
orovide reimbursement. Municipalities issuing debt to
finance school <construction will pay the 1interest costs,
while the state will pay the principal in equal payments up



to an aggregate amount of $10,000,000 in any year for debt
approved by local voters after March 31, 1986.

The state presently provides, in addition to its municipal
grant program, three forms of aid for school construction.
Under AS 14.11.010 all school districts may apply to the
Department of Education for an appropriation fTor school

construction projects for which the department may request,

in order of priority, appropriations from the legislature.

IfT an appropriation for a school construction project is
made, the school district may, under AS 14.11.020, request

the assumption of the state®"s responsibility to plar..
design, and construct the particular project. The depart—
ment provides for the assumption of the responsibility by
executing a grant agreement with the school district.

AS 14.11.100 provides two additional forms of state aid for
public school construction which are only available to
municipal school districts. The state reimburses municipal
debt service payments in varying percentages which, because
of amendments made 1in ch. 78, SLA 1985, are at Ileast 80

percent. The state also reimburses a municipality for at
least 80 percent of 1its cash payments used for school
construction. To receive reimbursement of either debt

service or cash payments, the municipality must first
quantify the need for the project and provide a description

of the project and an estimate of its cost. The Department

of Education reviews the project and its justification, and,

when appropriite, grants its approval of the project and its

estimated co:.-.s. The next seep 1is approval cf the munici—
pality"s voters to sell the bends. IT tr.e local \voters,

approve the sale of the bonds, the state will reimburse the
costs of debt service by requesting money 1in each year"s

budget.

There are several weaknesses in the state"s present programs
of financing school construction.

First, there are 1inadequate procedures to ensure that the
estimates of project costs are reasonable. Before 1982, the
administration of the school construction grant program v/as
shared by the Department of Education and the Department of
Transportation and Public Facilities. Chapter 92, SLA 1982
transferred all responsibility for the state®s construction
grant program to the Department of Education. This same
weakness exists under AS 14.11.100.

The second major failing is that there is no ceiling for the
amount of money which the state will be requested to reim-



burse under AS 14.11.100. In the proposed FY 1987 state
budget, approximately $106,000,000 in municipal debt service
payments is requested to continue existing level of debt.

During the last session of this legislature, the percentage
of reimbursement for debt service costs was increased to 80
percent, although allowable projects were Jlimited to fa-—
cilities necessary for increased enrollment or to correct
health and safety problems. Theresult of last session®s
amendments to AS 14.11.100 has been an 1identification of
required projects with approval of the projects closely

followed by Jlocal bond elections.. These recent municipal

elections have authorized approximately $312,500,000 of new
municipal debt for which 1local communities will seek reim—
bursement from the state for debt service costs. I anticip—
ate, if all of this newly authorized debt is incurred in the
near term, that the impact on the debt retirement progranm
could be as much as an additional $45,000,000 in requested
reimbursements in FY 1987. I intend to support this
additional funding as soon as theamount 1is determined and
necessary debt management legislation is passed.

I, of course, recognize that there are municipalities in the
state which have experienced significant population 1in—
creases, and which therefore need the construction of new
schools. I believe that these existing r.eecs should be met
at the current levels of state support. However, the future
of state revenues and the need fcr new schools are uncer—
tain. Consequently, I believe that different approaches

need to be applied to the way tne state considers all school

construction in the state.

With discipline and altered approaches to the school con—
struction, | believe that the state and its municipalities
can contain state-supported debt and still allow for ade—
quate state support of school construction.

This bill chances procedures”™ .for reviewing and approving
school projects.

Section 1 amends AS 14.08.151. These amendments are de—
sirable to clarify the manner 1in which the state conveys
title for school sites to regional -education attendance
areas.

Section 2 amends AS 14.11.010(b) by requiring the Department
of Education to request cost estimates from the Department
of Transportation and Public Facilities and to base its



project approval upon that cost estimate. This same re—
quirement 1is found in sec. 11 in amendments to AS 14.11.102,

which relates to project approval for the debt retirement
program. Section 14 contains new authority for DOT/PF to
estimate construction costs for all school projects financed"®
by appropriations and debt retirement. Included within that
authority is the responsibility to establish design stand-—
ards.

Section 3 of the bill amends AS 14.11.010(c) by adding new
criteria, relating to population trends and the condition of
facilities, which the Department of Education will consider
when approving projects for appropriation. These amendments
are also applicable to the debt retirement program under
language found in sec. 11.

Section 4 proposes new language that will require school
districts requesting state aid to inventory and inspect the
schools in their districts and to revise that inventory on a

yearly basis. The provisions of this section also require
that school districts provide information relating to
maintenance and operation costs. This information regarding

existing school Tfacilities will enable the state to better
analyse new projects that the state will be asked to finance
by appropriation, or by debt reimbursement.

Sections 5 and 6 limit the state®"s reimbursement of school
debt to principal only for approved projects financed by new
municipal debt authorized by local voters after March 3C,

1986. If the deot was authorized by local voters be for*~
April 1, 1986, the state’s reimbursement continues at
before. The state®"s reimbursement of <cash payments by

municipalities ends for payments made after June 30, 1986.

Section 7 amends AS 14.11.100(b) by offsetting the amount
that the municipality receives for debt reimbursement by the
amount of interest earned on the proceeds of bonds sold for
a particular project. This amendment parallels existing law
found in AS 14.11.100 (k), which 1is repealed in sec. 16.

Sections 8, 9, and 10 contain a number of amendments to
AS 14.11.100Ch), (i), and a), respectively, which are
necessary to reflect the new class of reimbursement under
the language proposed in AS 14.11.100(a)(®) in sec. 6 of the

bill. Section 10 has a fiscal impact. It amends
AS 14.11.100 (J) (2 to allow refunding of bonds only in those
situations where there is at least » per-cent saving 1in
debt service costs. It also amends AS 14.11.100 () (3 by

requiring r.hat the principal on bonds be reimbursed in equal



annual payments ever a period of 10 years or a texm set by
the state bond committee.

Under sec. 12, the Department of Education will continue to
allocate money to reimburse municipal debt. However, a cap-
on reimbursement 1is placed upon debt authorized by local
voters after April 1, 1986. The department may only allo—
cate money for the reimbursement of principal paid on new
debt if the new payments, when combined with all other reim—
bursements wunder this <class of debt, do not exceed the
$10,000,000 or an amount set Ly the state bond committee.
This mechanism will have two results. It puts a cap c::
state-supported debt, but, with discipline, it will enab.t
municipalities to construct needed school projects in ad-—
dition to those that are financed by bonds authorized by
local voters before April 1, 1986.

Section 13 amends AS 14.11.135(3) by changing the definition
of school <construction costs. It excludes all financing

costs for debt authorized by local voters after March 3x,
1986.

Section 14 adds three new sections to AS 35.15. Under the
proposed language, the Department of Transportation and
Public Facilities will estimate the costs cf all school
construction projects under common design standards that it
will develop.

Section 15 amends AS 37.15 to give the state bend committee
the ability to manage state-supported scr.ccl debt, which is
accomplished under two different mechanisms. First, it ma_
establish a higher or lower <ceiling for allocations for
reimbursement of new authorizations of school debt wunder
AS 14.11.100(a)(6) (found in sec. 6), depending on the
Ltate"s credit standing as well as on the needs for school
construction. Second, it may control the term of the obli—
gations to ensure that their maturity structure does not
adversely affect the state®s credit standixig. While a 10-
year ternm is allowed by ,the proposed = provisions of
AS 14.11.100(j) (® (found in sec. 10), the committee 1is ac—
corded the ability to set a different term when it is in the
state®"s best interest.

It is our intent with the language in sec. 17 to develop a
long range plan for the state®s school construction through
the end of the century. The necessary components of this
plan would 1include projected enrollments under reasonable
population projections, <construction costs, design para—
meters, and Tfinancing techniques. It is our hope that,



after the completion of the plan, a rational mechanism can
be put in place to provide for the state®"s public school
construction needs which 1is within the state®"s ability to
pay.

1.

Continued economic prosperity for all sectors of the Alaska
economy 1is in part inextricably tied to more rigorous state

debt management. These two bills, as well as legislation
relating to responsible limitation on municipal debt,
promote more responsible state debt management. Alaska“®s
credit standing is, of course, 1in part dependent on factcrr
beyond our control. That the state cannot control al_
relevant factors 1is no excuse, however, for the 1inadequate
management of those factors within our control. I believe

that it 1is critical that the state become more sensitive to
the long-term credit implications of each 1isolated funding
decision. These two bills provide for responsible yet
flexible state debt management, and I wurge your prompt
consideration and approval of these measures.

Sincerely,

Governor
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February 1986

DEBT MANAGEMENT PLAN

Governor Bill Sheffield

Through careful management, the State of Alaska has maintained

the best credit rating we"ve ever had. That AA rating, in turn,
has allowed local governments across Alaska to keep their invest—
ment grade ratings as well. This gccd credit rating translates
into lower property taxes for Alaskans.

With dropping world oil prices, however, Alaska®"s annual debt

payments automatically become a larger part of our expenses.

So, | have asked the 14th Alaska Legislature to approve a package
of new laws which, viewed as a whole, will give our young state a
plan for comprehensive debt management for the first time. None

of these proposed improvements in our laws is flashy or exciting,
but as a package they are vital to the continued financial health

of Alaska. I encourage you to read the enclosed information.

In short, the debt management plan | have placed before the
Alaska Legislature will keep the commitments voters have made to
our future, particularly in regards to local school construction.
The plan also will guarantee we car. continue to 1incur a
reasonable amount of debt for school construction and other
improvements in the future, while we preserve our gccd credit

rating.



Dot Mereggmant Fien

"We"ve borrowed a considerable amount ofmoney to help build Alaska.

We can manage that debt, but rttakes planning...lest that debt manage us
in thefuture."

Governor Bill Sheffield
January 14, 1986



DEBT MANAGEMENT PLAN

An Overview

Without firm control of public debt the credit rating of all debt
issuers in Alaska could be in jecpardy. Right now the State has
an PA rating, the highest it"s ever had, and all 1issuers within
the State are rated as investment grade. But as oil prices
decline, the share of revenues devotee to debt service will
become an increasingly heavier burden. The State of Alaska
cannot control the price of cii. What we can and must control 1is

the amount of public debt.

Proper stewardship of public debt n Alaska can be accomplished
through enactment of legislation covering four distinct needs.
Taken separately, each cf the four bills brings reasonableness to
a different aspect of public debt. But viewed as a whole, this
legislation provides a plan for comprehensive debt management for
the first time. It assures that all State-supported debt, which
is crwv debt paid from the State general fund, 1is subject to the
cortroi cf the State 3cnc Committee. It is this total of State
supported debt which the rating agencies look tc in establishing

the State"s credit rating.

The first bill, House Bill 193, provides for orderly financial
management in the event cf a default by a municipality of its
debt obligations. This legislation protects both issuers cf

public debt in Alaska and creditors.

House Sill f19 provides for the lease financing of public

buiicmes through the Alaska State Housing Authority, acting as



the Alaska State Building Authority. The bill gives the State
Bond Committee control over issuance of this debt as well as debt

of the University of Alaska.

House Bill 520 gives the State Bond Committee control over the
total amount and maturity of municipal school debt to be
reimbursed by the State. The 1investment community needs to see

some control on this fast-growing part of State supported debt.

The fourth bill, House Bill 521 places a limit on the issuance of
general obligation debt by municipalities. Even with this limit
seme municipalities in Alaska will have seme of the highest debt
ratios in the United States. This legislation dees not limit the
ability to issue revenue bonds.

As background, Alaska®s combined debt (State, municipal and
school district) through the issuance of general obligationbends
was S2.9 billion as of June 30, 1985. That amounts to about
$5,500 per Alaskan. When the amount of G.C. Bond debt for
veterans® housing is included in the total, Alaska®"s per capita
debt lead 1is $7,C0G.

Thai debt 1is manageable, but it takes planning. The State of

Alaska has not had a bond authorization since 1580. Yet, the per
capita interest cn the State®"s general obligation bond debt is 2C
times the national average. State policy limits debt service to
five percent of unrestricted revenues, but that ratio is about 10

percent now and could climb to 16 percent by fiscal year 19S9.

Again, this 1is a result cf a combination of factors. World cil
markets have seriously eruaec the revenue Alaska receives from
oil ar.d gas production. At the same time, Alaska voters have
authorized new debts, including $323.0 million in schcci
construction bonds so far ir. fiscal year 1985 aior.e. That

translates into a possible 30 percent increase m State



reimbursement for local school debt- added costs which snow up 1in

the State operating budget.

These and ether construction commitments are viewed by the
nation®s financial markets in different wavs. On one hand,
Alaska®"s rating agencies know this is a unique state, with
enormous potential for generating public revenues and a young,
dynamic workforce; on the other hand, the rating agencies look at
all of Alaska®"s debt together, and while they are concerned about
how much we borrow, they are mere concerned that Alaska have

controls on the growth or debt statewide.

To tackle that issue, Governor Sheffield is asking the Legisla—

ture tc take the following initiatives:

0 For school construction, honor ail existing debt (as of
March 31, 1986) under the curren“c 30 percent reimburse—
ment law, and limit the growth of future State
reimbursement to S10 million per year for school

construction in the future.

r Set standards for school construction to guarantee mere

schools can be built with the funds available.

0 Peimburse 100 percent of principal cnlv for bonds
authorised after April 1, 1986 . This will er.ocurage
local districts to shop for the lowest interest rates.

0 For local governments, 1limit debt tc seven percent cf

assessed property values.

Designate the Alaska State Housing Authority, acting as
the Alaska State Building Authority, as the issuer r

lease revenue bor.de tc finance public buildings. This



change was recommended by a citizens task force
appointed by the Governor tc study the issue in 1985.

Designate the State Bond Committee as overseer of lease
revenue bond 1issues and the total of State
reimbursement zor school debt (after March 31, 19LG).



DEBT MANAGEMENT PLAN

Questicr.5 and Answers

QUESTION: Why do we need a debt management package?

ANSWER: The State has achieved a AA rating fc - its general
obligation debt. However, the burden of paying the State"s debt
becomes heavier as revenues shrink. Now, with oil prices
falling, the State must demonstrate tc the rating agencies that
it has the procedures, checks, and balances necessary to manage
its debt obligations, if the State 1is to retain its high credit

rating.

QUESTION: Why dees the State have to be concerned about iease-
purchase financing, University of Alaska, and municipal school
debt? (HE 319, HB 520)

ANSWER: All or a major portion oi the payments or. this debt ccme
from the State"s general fund. Th se types cf debt obligations
are referred to as State supported debt. The total of State
supported debt and State general obligation debt is the figure
that Mccdy®s and Stancard and Peer"s uses as the measure of the
State"s debt burden. As of June 30, 1985, this total was

SI, 6.<C. 3 million, of which less than half, $752.7 mill n, was
State general obligation debt. Even the State®"s share of school
debt alone, S753.6 million, exceeded State general obligation
debt.



QUESTION: Why should the State seek to limit municipal debt
generally? (HB 521)

ANSWER: Because of high levels of Stats support to municipal—
ities, they may be tempted to issue more debt than they could
reasonably expect tax payers to support without the State aid.
With State revenues declining, State support for municipalities
eventually may suffer budget cuts along v?th ether progranms. Tne
State needs to insure that such developments do not create

avoidable financial difficulties for municipalities.

QUESTION: Is one reason for the State®"s concern with municipal
debt levels that municipal credit ratings affect the State's
ratings? (HB 521)

ANSWER: No. The State®"s rating is not affected by the rating of
any or all municipalities. Even a municipal financial emergency
or default would not ordinarily affect the tate"s rating.
However, an emergency or default would be likely to tarnish ail
Alaska issuers somewhat, much as the New York City default
affected all municipal debt issuers and the WPRSS (Whoops)

default affected Northwestern U.S. and public power supply

issues. This could significantly raise, for some period cf time,
the interest rates the State and other municipalities have to pay

orl bonds.

QUESTION: Is the WPPSS (Whoops) syndrome the reason ror the
introduction of the Municipal Financial Emergency Commission
legislation? (HB 293)

ANSWER: It"s one reason. However, a more important rearer is to
establish a mechanism that ensures satisfactory and earl.,
resolution of a municipal f-"rarri.a” crisis =0 that #"revision sr
public services 1is impeded. Unlike nuclear pcwer plants,

municipalities car.r.ct be mothballed. A mechanism for

8-



satisfactory and early resolution also provides a valuable

assurance to bend buyers.

QUESTION: What is the State"s debt capacity and hew is it

determined?

ANSWER : In recent years, the State®"s debt policy has been that
the State had capacity to issue additional general obligation
debt if the debt service on the new bonds, combined with the debt
service on outstanding bends, would net exceed 5 percent of the
State®"s unrestricted revenues. 5 percent is a level which few

states with a AA credit racing exceed.

QUESTION: What is the current level of debt service relative to

unrestricted revenues?

ANSWER: Considering only Stace general obligation bonds, the
level for fiscal year 1987 is 5.7%. However, inclusion of all
State supported debt which the rating agercies look at bccsts the
percentage tc 11.5%. Falling State revenues will push the debt

service tc a level of If. 4% of revenues in fiscal year 1989 .

QUESTION: Does this mean the State can®"t 1issue any more debt in

the near future?

ANSWER : No. In the first place, the State cc la issue addition—
al debt if it were willing to sacrifice its cr>. t rating and

that cf State agencies and municipalities, whcsr ratings

generally are tied to the State's. More to the point, additional
issuance in modest amounts with a AA rating might be possible if
the rating agencies were assured total cebt obligations will
remain limited. The Tlimits and controls in Governor Shefrielc"s
debt management packace are an essential st<=n in providing these

assurances.



QUESTION: What happens to the State®s reimbursement cf municipal
school debt that was authorized last fall? (H3 520)

ANSWER: That debt and all municipal school debt authorized
before April 1, 1986, will be grandfathered under current law,
This means State reimbursement for that debt will be under the

current formula of 80% of principal and interest.

QUESTION: Does the Governor®"s budget contain the funds necessary
for the State to reimburse the grandfathered bonds? (HE 520)

ANSWER: The amount required 1is contained in the Department of
Education®s fiscal note for HB 520. The estimated amount
required for fiscal year 1987 1is $43 miilior. The Governor plans
tc support the $43 million appropriation if he legislation 1is
passed.

QUESTION: How much additional school debt could be reimbursed by
the State under HP 5207?

ANSWER: HB 520 would permit State reimbursement of S10 million
per year for debt authorized after March 31, 1986. Since the

legislation establishes reimbursement at 100% of principal and
requires the debt to have a 10 year term, ar.c constant principal
payments, the $10 million State reimbursement could support as

much as S1CO million initial U-.

QUESTION:  Hew does LCr$ of prir.cigal compare to 30% of principal
and interest? (H5 520)

ANSWER: It depends on how much the interest 1is in relation to
principal, which depends on the interest rates at the time the
bonds are sola. At current interest, rates, 100 of principal is
approximately 89% of the current formula for reimbursement (30%

of principal and interest). Thus, the new formula would provide

-10-



reimbursement at a level about 11% less than current
reimbursement. 100% of principal would represent approximately

71% of total principal and interest.

QUESTION: Hew will it be decided what municipal school debt
receives reimbursement if the $10 million limit otherwise would
be exceeded? (H3 520)

ANSWER : The Department of Education will establish a priority
list based cn criteria specified by law. Portions of school
construction project costs also mav be deemed ineligible for
reimbursement based on design standards and regional cost
dirferentials determined by the Department of Transportation and
Public Facilities. Financing costs will not be eligible for
reimbursement. State reimbursement will be reduced further by
the interest earned cn bond proceeds, except arbitrage whicn
would have to be paid to the federal government under pending
congressional legislation. These limitations will spread
increasingly scarce State dollars further and enable the State to

support more schools under the $10 million limit.
QUESTION: Why 1is the limit set at cniy $10 million? (K3 520)

ANSWER: There has been an explosion of authorisation of
municipal schccl debt. Between October 1, 1985, and March 31,
1986, total municipal school debt receiving voter approval is
expected to exceed $350 million. This would represent an
increase of almost 50% in six months over the $739 million school
debt outstanding as cf June 30, 19S5. It is this explosion which
will propel State payments for debt service tc over 15% cf State

revenues by Tfiscal year 1989.

QUESTION: Car the limit be revised? (B 520)

-11-



ANSWER: Certainly the limit could he amended by law in future

legislative sessions. A report to the 1988 session of the
legislature by the Department of Education on school co. “"-.ruction
needs is required in section 17 of HB 520. This would b an
appropriate time to consider a revision. As an alternative, the
State bond committee may revise the Ii- at any time in light of
State credit conditions, school requi nts, or any otner

reason.

QUESTION: Will the State 5ona Committee decide which schools
receive funding? (HE 520)

ANSWER: No. This will be determined solely by the Department of
Education in establishing the priority list. The State Bend
Committee will be concerned only with the credit implications for

the State of the total amount of reimbursement to be paid.

QUESTION: What 1is lease-purchase financing? (HB 519)

ANSWER: Lease-purchase financing consists of debt obligations
issued by a private developer or State agency to finance the
construction or acquisition of fac__ities which are leased to the
State. The lease payments made by the State are in ar. amount and
duration which 1is equal to the principal and interest payments cn
the debt obligation. The debt obligation may take the form of a
revenue bond or a certificate of participation m rent (CP or CC?
as they are sometimes called). At the conclusion of the lease,

title tc the Tfacility generally passes to the State.

QUESTION: Why is the Alaska State Housing Authority (ASHA)
designated as the issuer of all lease-purchase financing fcr
State facilities? (HE 319)

ANSWER:  ASHA has previously 1issued lease revenue bonds fcr State
facilities and is the current lessor cf these facilities to the

State. The designation cf a single agency which has experience

-12-



and technical expertise in this area will improve acccuntabiii_y,

efficiency, and control of these types of financing.

QUESTION: Why would ASHA be issuing debt under the name of the
Alaska State Building Authority? (HB 519)

ANSWER: This name change, applicable only to the financing of
public buildings, will improve the marketability of the debt.

The alternate name avoids confusion about the issuer and debt
since most state housing authorities issue debt only for the
provision of low and moderate income housing. The name change
helps recognize the higher credit standing accorded debt which is
secured by payments from a state government for leases rather

than from private individuals for rent.

QUESTION: What became of the State Office Complex Financing Task
Force?

ANSWER : The Task Force, a body of executive branch officials,
two legislators, ar.d five members of the public with substantial
financing experience, held hearings in the fail cf 1935 ar.d
produced a report to the Governor which 1is available from the
Treasury Division of the Department cf Revenue. HB 519 imple—

ments the. recommendations contained 1in that report.

QUESTION: Will ASHA be deciding what public buildings will he
built or acquired? (h5 519)

ANSWER: No. Each brarch cf government and the University of
Alaska would decide what Tfacilities would be built or acquired.
The facilities wculd have to meet the requirements ar.c specif: ca—
tions of each branch or the University before the branch or
University could be expected to execute the lease. Nc financing

can occur without an executed lease.



QUESTION:  Does this mean each branch or the University can enter
into lease-purchase financings witho'c legislative approval or
approval by law? (H3 519)

ANSWER:  Yes. However, the annual lease payments are subject to
appropriation by the legislature as a matter of constitutional
law. HB 519 requires lease-purchase agreements to state this
fact so that it is clear to all parties. Because lease payments
are subject to appropriation, lease-purchase financing is not
debt from the stancpoini of the State Constitution.

QUESTION:  Could legislative approval or approval by law be
required of lease-purchase financing by statute? (HB 519)

ANSWER:  Alaska Supreme Court decisions indicate that this
probably would violate the separation of powers doctrine and be
unconstitutional. Legal questions cf this caliber can easily
derail debt financings because bend buyers will not purchase debt
with such uncertainties abcut it. To achieve the same purpose,
Governor Sheffield has pledged to seek legislative approval of
any executive branch lease-purchase financings. The other
branches and University might be expected to do the same.

QUESTION:  Why dees the State Bond Committee need to approve
lease-curchase financings? (H3 519)

ANSWER:  Lease-purchase financing is paid from the State general
fund and, accordingly, is acced into the State's cebt burden by
the credit rating agencies. Because cf this, the State Bend
Committee needs to control aspects of such financings which can
affect the State's credit standing. This can include such things
as the maturities of the debt, need for insurance, or the timing
of *he sale. The State Bond Committee ill not be conce:ned with
project justification or specification. This is the same manner

-14-



in which the Committee functions with respect to State- general
obligation debt.

QUESTION: ~ What municipalities would he forestalled from issuing
additional debt under HB 5217

ANSWER:  The North Slope Borough and the city of Wrangell
currently have general obligation debt exceeding 7 of the full
value of their property tax base. They would not be able to
issue additional debt until their tax base has increased suffi-
ciently or cutstanding debt is paid down. The North Siope
Borough should be able to issue additional debt again within two
years. The city of Nenana would not be limited by the cap due to
the exemption in HB 521 for suif-supporting debt which is issued
as a general obligation hond. [Issuance of revenue bonds and
refunding bonds are rot limited by HB 521

QUESTION:  Why is the limit set at 7«? (HB 521)

ANSWER:  National medians tor municipal general obligation debt
are in the range of 3% to 4% cf full value. A higher level is
appropriate f** Alaska because the economy is still developing,
with spurts of rapid growth in particular localities, if not
statewide. However, a level significantly above ™ would not be
an effective limit or provide the credit markets any comfort that
Alaska is managing its debt.

-15-
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Total Debt Service & Lease Payments
($ Millions)

Certificates School
Fiscal of Participation ebt .
Year State UA ASHA (Cert) ( unt 1
77 41.9 1.5 9.9 0 9.0
78 50.0 1.7 10.1 0 11.4
79 60.0 1.7 10.1 0 22 .3
80 75.1 1.8 10.1 0 24
81 97 .6 2.2 10.0 0 38
82 97.5 2.3 10.0 0] 38
83 143 .6 2.3 9.9 0 36
84 166.3 2.0 9.9 0 91
85 169.5 2.0 9.9 .1 92.3
86 163 .2 1.8 9.9 3.0 105. 3
87 154 .9 1.8 9.5 3.0 143
88 147.9 1.7 12.5 5.1 146
89 135.5 1.8 16.5 5.1 154
90 120.3 1.7 15.5 6.0 132
91 95.5 1.7 15 .5 6.0 11
92 68.2 1.7 15.5 6.0 118
93 59.7 1.7 15.5 5;9 99
94 33.9 1.5 11.1 5.9 91
95 23.1 1.5 9.5 5.9 79
96 21.5 1.5 8.0 5.9 63
97 16.7 1.5 7.0 5.9 26.0
98 14.4 1.5 7.0 5.9 14 .0
99 9.0 1.5 7.0 5.9 14.0
00 2.6 1.5 6.0 5.9 120



Debt Service ys. restricted Revenue
vice K et

Fiscal  Total Debt UrHestHcted
Year erV|ce evenue Percentage
7 874 7.1%
78 73 764 9
79 94 1133 8
80 111 2501 4
81 148 3718 4
82 148 4108 3
83 192 3631 5
269 3390 7
§% 274 3260 8
283 3124
§§ 312 2718.8 ]j
313 2257.4 13
313 2109 14.8
90 276 1980 13 .9
91 238 1915 18,
92 201 1874 1 ,
93 182 1903 9,
94 143 1881.8 7,
95 118 1854.9 6,
96 1808 2 5,
97 57 1820 7 3.
42.0 1812 i %
37.0 1378 .
88 27 .0 1106.0 2



SEVEN FERCENT cap

Sorcugh

Anchcrace
Bristol ?»y
Fairbam

Haines

Juneau

Kensi Peninsula
Ketchikan iateway
Kcoiak

Hat-5u

Sarth Sicca
Si'.Va

Tata! Borcugr.s
dTES

Bethel
Cordova
Craig
Ceita Juncticn
Dillingr.as
Eagle
Galena
Hannah
Hyeaburg
Kate

King Cave
KUkcck
Kotzebue
Nenana
Nose
Pelican
Petershurg
Sand roir.l
Skagxav
£1. Hary's
Tanana
UnalaHeet
Unalaska
Valde:
Xhittier
Kranoell
Yakutat

TOTAL CITIES
STATE

Total Scroughs

dedart;:emt of com.nT— a%d reoio:i/'l

PILL
VALUE

$15,725,411,000.00
*101.7=5.500.00
*4.C10.*%97,700.00
*93.945.500.00
»L01J.JS§3,900.00
*3.290.219,200.00
*675.725.100.00
*572,370.700.C0
*2.317,40t,200.00
*12,374.75s. **00.00
*394,227,900.00

*41,954,537,900.00

»:32.255.900.00
*120.673,000.00
*34,707,400.00
130.370.500
*94,669.900.00
*9,104.500.00
*19,149,500.00
*27,6'a,fc00.00
112.653,900.00
*11,609.000.00
*23.230.200.00
*5,563,000.00
*93,245.100.00
*12,521,500.00
*116,712.900.00
*10,155.40u.C0
*161.219,330.00
*71.036,800.00
*55.4*7,100,00
*4,239,400.00
*11,195,400.00
*19.714,530
*105,309,400.00
*1,740,431,900.00
*19,419,200.00
*111,757,000.00
*17,679,400.00

*3,125,901.900,00

*43,915,237,900.00

$41,754,537,900.00

B O
DEST

*353,799,900 /
*3.535,000.00
*90,923.500.00
*1,200.000.00
*47.451.'.700.00
*137.929.000.00
*51,920,000.00
*28.270,000.00
*112.203,000.00
*1,15:,iC" *00.00
*12, -»5*0v0,v0

*1.930,631,400.00

*5-0.3,0,00
*0.00

50.00

*0

50. ij0

*0.00
*900,000.00
*0.00

*0.00

*0.00

*0.00

$0.00

*0.00
*2,717,300.00
*2.161,200.00
$0.00
*6,155,000.00
*0.00
$820,000.00
*0.00

J0. 00

$0
*3,259,000.00
*73.333,000.00
10.00
*10,750,000.00
*235.200.00

*103.467,200.00

*816,100.000.00

*1,580,631.400,00

affairs

pCSrE;ir

ez @ 5.2
FULL VALUE DEBT/CAP
*1102,572,770..m 0 beiviw®

*7-123,716.00 49 i
*294,749,539.00 30.551
*6.574.155.00 19.771
*112,937,223.00 191
*230,313.344.00 59.39:
*47,312.937.00 67.431
*40,063.949.00 70.562
*165,713.434.00 67.7U
*901.375.033.00 128.21
*27,735,953.00 44,711
12,934,317,453.00 67.44:
*12.760,731.00 4.162
*8,447.110.00 0.00:
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*6,-26,-9n« 00 0.00:
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*7,322,990.00 137.421
*1.237.553.00 19.011
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*3,424,066,653.00 23.531
$2,936,317,653.00 67.442
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State of Alaska
Crr.ct CZCVG «nop
Sukka

January 27, 1986
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Cape May County, New Jersey

S 19 million general tmprovemenl bonds due 1987-1996
Comoetitive. March 5
Rated « -

Rationale: 5&P affirms Cace May County. NJ s'A-'"rating
cn outstanding general CDhcation general improvement ponas
ana assigns an A- ratin?_ to the current 519 million ottering
The rating reNects strong financial oertormance and racid oona
retirement, couoied wiin the lourist-oased economy ana oeiow-
avage wealth ana income leveis Because ot tne develop-
ments in the casino induslay innearby Atlantic City, building#)er-
mit activity is very strong The casmo industry atso benefits from
the county s commercial tishing industry oecause ol increased
tourism and year-rouna copulations

Economy: Caoe May County forms the southernmost tip ol
New Jerse%/ The county is a peninsula, -154 square miles in lotal
area and has had steady ooDulation growth since the 1960s
The county’s maior industry is lounsm. with the summer tourist
mndustry the strongest economic factor tor over 50 years Popu-
lation in the summer montns increases to 593,356 from 95.724
Unemployment rates are seasonal in nature, during tne summer
ol 1985. unemoiovment drooped to a low ot 6-3 and reached
15- 3during tne winter Recent developments in the casmo in-
dustry innearpy Atlantic City nave significantly impacted the
county s economy Building permit activity nas Deen very stron
over the past lew years with the construction of new hotels an
motels, townhouses. and condominiums The commercial fish-
ing industry continues to be influenced favorably by Atlantic City
as the larger tourist and permanent populations create greater
saalood consumption

Alaska
Reviewed: rating affirmed

Rationale: S&P affirms Alaska's 'A A -‘rating on all outstand-
ing general obligation bonds. With tne continued "soltenmg" of
the world oil market, a new alpproach to revenue forecasting
known as the "30th percentile" has been implemented The
30th percentile method means that, in the estimation of the
slate nnancial lorecasters, there isa 70% chance that revenues
will actually he greater than the amounts forecasted, and only a
30% chance that tney will be less. Current proiections reflect an
average annual decline in petroleum revenues ot ap{)rommately
10% lor 1986-1988 Indications are that at current [evels the
proiected decline wi'l not adversely affect state revenues in the

short run However, inthe long run, an absence of sustained ex-

ploratory activity, smaller discoveries, enhanced recovery, and
production ol heavy oil, at least at current levels, can adversely
affect state revenues. Financially, the state continues to per-
form ina manner commensurate with its rating, as evidenced by
a good cash and fund balance position, and a strong perma-
nent fund The fishing and timber industries, important contribu-
tors to the Alaskan economy, are still somewnat depressed, but
continue to snow signs ot gains. Debt remains manageable and
is declining as me state continues to meet some ol its capital
neeas tnrougn pay-as-you-go financing Overall, the state's
economy contirued to show growth in poEuIatmn, employment
and person" ‘'ncome, and maturation in the trade and services
sectors.

Economy: The stale's economic base is primarily extractive,
witn maior dependence upon oil and gas proi uctlon. and to ~

somewnat iasser extent, the supportive indust 'es o( fishing, tim-

ber. minerals, and tourism Approximately 86% of state reve-
nues are derived from royalties ana taxes paid on state-owned

oil and gas leases. Indications are that the rEroduction level of
roxnmlC'r\r\U Inlot tiolHc [C Hontmmn onrl nrnHiin«mn Irpm fhn

STAHQAPQ ® POOR S CR=DitW?E*".

Debt: Proceeds trom this issue wit oe used for various munici-
pal buildings road oridge. and storm sewer construction With
tn-s 'ssue tne county win nave outstanding net aeDt ot S29 8
million Per capita deot is hign at S1.007 out low as a oercen*
of true value at 3 9% Bond retirement is raoid. retiring 87% ot
tne deot >n 10 years Tne S&P moex. measure ol per capita
debt to per cape? effective buying income. > moderate at

9 1% The county s capital improvement orogram tor tne next
five years amounts to approximately S 16 2 million, witn 63-: ex-
pected to be lunded from bond oroceeds

Finances: Financial ooerahons are sound Revenues are de-
rived primarily trom property taxes, which account for approxi-
mately 70% ol curient lund revenues The largest exoenditures
item is health and welfare, accounting lor 24% ol ooeratmg ex-
penses Debt service exoense will increase with this sate to ap-
roximately 10% of budget Unaudited results lor year ended
ec 31. 1985 show a.i ending fund balance net of deferred
charges ol 56 t million, or 14% of current fund revenues, a
slignt decrease Ircm year-end 1934 s S6 4 million fund balance
Tne budget outlook lor fiscal 1986 is expected to continue on a
lavorable oasis, with revenues protected to ogrIme Wi -
et expectations

(212) 203-1769

Prudhoe Bay held will substanhally decline m the 1990s. As of
Jan 1 1986. tne Alaska Oil and Gas Conservation Commission
estimated the state s remainin% recoverable reserves to be
7995 hillion carrels of oil and 34,23 trillion cubic feet of gas
Approximately one-third ol Prudhoe Bay s estimated 9.6 hillion
barrels had been produced Dy%rear-en 1984 Some encour-
agement may be gained from the fact that tnere have heen var-
ied successes in oil and gas exploration in North Slope, totaling
an estimated 2.5 billion Darrels of recoverable oil. This new ex-
ploration bolstered a relatively slrong employment picture. Arco
Alaska and Standard Oil Co of Ohio. lwo maior petroleum
operators, are cuttm% their construction ouoaets Dy 43% and
17%, respectively The comomea exploration spending still rep-
resents a large sum for 1986 at t 25 hillion State revenue
lorecasters believe that in the short ,un, tne current decline in
world oil prices will be olfset at the wellhead bv the reduction in
the Trans Alaska Pipeline System tarnls. by approximately
S120 per barrel A partial settlement was reacned in a long out-
standing tariff litigation between the state and pipeline owners.
The state wil receive a total of S2S5 million, including refunds
[rom 1982-1985, as a resuit ot this settlement. However, the
settlement will hale an adverse effect on locai .mmunities wno
oeoe-id on the pipeline tor a portion ol their oroperty taxes.
Norln Slope Borough will lose aﬁlprommately §2.0 million annual-
Ig/. while Valdez and Fairbanks North Star will lose approximately
1.8 million and S500.000 annually, resoectively Infiscal 1986,
the state will receive an added S2.37 million from this settlement.
The fishing and timber industnes continue to be important
contributors to the state's economy Total revenues to fisher-
men ‘rom fish catch sold in Alaska for fiscal 1935 was $700 mil-
lion, compared to S602.3 mill'onin 1984 Since 1977, salmon
catcnes have been improving, however, tne snell fish industry,

rr>fiiHgo “rgh NrH* rhfjrp** »ho 'v'-jmr rotrppilO

(continued cn next cage)



utors. remains somewnat depressed However, it is anticipated
that harvests will continue to imcrove. and the tuture ol tne in-
dustry enhanced Dv the o_rioritygiven toUS fisheries over for-
eign Meets to harvest within the 200-m:le fisnenes conservation
cone Alaska forests are expected to remain a maior source ot
fimoer. despite restrictions imposed by the Alaska National in-
terest Lands Conservation Act of 1979 As part ol the settle-
ment act passed by Congress, tne industry has been guaran-
teed 450 million coaro feet per year, a Quantlt%/ €a0aole ot sus-
taining traditional harvest levels' The industry has oeen declining
since 1980. as export o&forest products nave declined at an
average annual rate ot 10'; due to competition and a strongi
US dollar. In 1984, forest product exports totaled S219 million,
or 21°: ol all Alaska exports.

Anticipated depletion ot oil reserves m the tuture resulted in
attention to minerals ana mineral deposits Shigments ot coal to
Korea trom the Usibeili Mine, which oegan m 1984 and now to-
tals 560.000 tons yearly, maY be increased to 800 000 tons m
1936. Development ol a world-class mctyOdenum mine by U S.
Borax & Chemical Co is continuing with expectations ot 900
new |obs on completion Also under development are the Red
Dog and Greens Creek zinc and lead mmes The Red Dog de-
Fosn isestimated at 29¢5 ot US. deposits and is tne second
argest zinc deposit in the world Tourism continues to contrib-
ute significantly to the economy Itsimportance is underlined by
the size ol the marketing budget oi S3.1 million in 1985, and a
proiected s7 2 million in 1986 In 1984. 700.000 visitors spent a
total ol 5620 million Approximately 715.000 visited in 1985

Following completion of Trans Alaska Pipeline System con-
struction inmid-1977. population which totaled 411.0C0 in
1978, declined to 402.000 in 1980. Since this decline, maior
gams nave been realized, particularly in the early 1980s result-
Ing in an approximate total increase ol 25% for 1980-1984
Current estimated 1985 population is 565.500 For 1980-1964,
all sectors ot employment continued to experience growth with
the exception ol mining and manufacturing wmch had 11°% and
1% declines, respectively Government emplo?/ment, historicalloy
hign in Alaska, accounts tor 29”5 ol total employment lor 1980-
1984 Per ca{)ital money income experienced modest gains,
with the 1981 level at S11,722. This represents 134 8:aol the
U.S. average: at $12,900 in 1983. >twas me equivalent of
135 85a ot the U.S. average Total personal income tor 1980-
1984 increased Irom 55.238 million to S8.739 million, or 66 &)

Alaska Municipal Bond Bank
Reviewed: ratings affirmed

Rationale: S&P atfirms the 'A" rating on all outstandinﬁ Alaska
Municipal Bond Bank's general obligation bonds and the 'A -’
ating on all outstanding o”nd bank revenue honds Ahout
3168 5 million ot deot is attected. The basis of the rating is the
morai obligation ot the state 5&P policy estaofishes this rating
at one lull category below the existing rating ol the state Inthis
case, the rating would be "A -' based uoon the state's ‘A A -
rating However, tne G o s ol the bond bank where the state
has tne authority to withhold aid to particioatina umls, in lieu ol
deot service payments upon !he reauest ol the oank. are rated
‘A" The revenue bonds remain at ‘A -’, where no withholding
provisions exist.

The bank: The Municipal Bond Bank Act established the bank
as a public corporation and instrumentality ot the state ot Alas-
ka wiimn the department ot revenue, but separate from and m-
deoenoent ol the stale. The bank which began operations in

August 1975. was created tor the purf)ose ot lending money lo
government units within the state ol Alaska by purchasing mu-
meioai ocnos issued bY such governmental units. Under the act
| resolution, the bank initially was autho-
H%ec({(l;o&%m%g%gnwns 0 bondsﬁf)fectwel_\élf){ Il_6,- 1&72}3»@1%

STANDARD K PQCB'S csecitweek

Finances: The state continues to portray a strong financial
posture Fiscal 1985 unrestricted revenues for the general tuna
totaled approximately S3 2 hillion, excluding amounts which go
directly to me permanent fund Delroieum revenues accounted
lor approximately 85%i ot tc'ai unrestricted revenues, ccwn
trom a peak of 90?j m 1980 Proiected unrestricted general
lum revenue tor fiscal 1985 is 33 t tuition, ot wnicn 52 i pillion,
or 86:. will be from oetroieum, revenues AsolDec 31 1985
tne permanenr lund balance was 37 0 billion The lund is ex-
{%ecled to total 58 5 pillion by :99Q and $16 5 billion by 2000
he amount ot fund income available (or dividends in "965 was
3217 3 muiion. with 521 323 eligible applicants receiving 3404
Anamendment to limit slate appropriations to 32 5 billion,
apFrove_d ov volers at the Novemoer 332 general elections
will be ciaceo on the oailot tor reconsideration in the 1986 gen-
eral election Under the amendment, state appropriations can-
not exceed 52.5 billion lor any fiscal year by more tnan the cu-
mulative cnange cased on federal indices m population and
inflation after juiy 1, 1981 ifrejected 4 will oe reoeaied it
approved, the amendment would oecome permanent, and ap-
propriations may oe suoiected to impoundment powers ot tne
governor, who may wtnnold or reduce appropriations during a
budget year it revenues are less man aoprooriations The
amendment has not Oeen operative, and has exceeded any
revenues or accrued surpluses available for aooroonation

Debt: Historically, the issuance ot state debt has oeen signifi-
cant due to the stale's commitment to oaoital improvement pro-
grams The state is currently stuaymg the imoiemeniation of a
ebt management policy, which may nave oeen influenced by
declining mi revenues and the need to meet unfilled <" eastruc-
ture reauirements wnile maintaining a conservative "“bt posi-
tion The policy will include all deot that rrlies on state vmn;ral
tuna approonations, in particular ail nonseil-supporting state
debt, including G O debt, lease revenue debt, and similar obli-
?_atlons Daid bv the state The state s last debt issuance was in
iscal 1983 Maximum annua, debt service on all bonds is
S175 7 million, due in 1986 As currently structured, debt ser-
vice requirements viill decrease substantially througn 2000
Anthony H Arthur
(212)208-1777

oal revenue bonds, and provided that the Dank shall be called
[he Alaska MumciDal Bond Bank Aulhoriiv when issuing revenue
bonds, and the Alaska MumciDal Bond Bank when issuing G O.
bonds The ourcnase ol tonas isdecenaent uoon bond coun-
sel's opinion, stating that the Donos are valid obligations ol the
governmental unit as required Ly the act ?.:id that a loan agree-
ment has oeen authorized and executed between the ham: and
the goverr mental uml. whicn constitutes a valid and bindin
obligation ol the governmental unit The powers ot the oank are
vested ina five-memper board ot directors, three ot whom are
puolic memoers aocomted by the governor and confirmed by
tne stale legislature The three appointees serve four-year stag-

ered terms The remaining two memoers. the Commissioner ot

evenue and the Commissioner ol Community and Regional Al-
lans. are permanent.

Finances: Ongoing operations of the bank are not funded by
the state's general tund appropriations, but by tees and
charges ancl interest earned on investments The bb"1 -, ot al-
lowed to carry suroiuses, wmch must be returned to lhe sta'.e
Since its mceoiion, tne bank has returned S7 5 million in fiscal
1985. 31 8 million was returned The reserve lund. wmch re-
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lunas leveraging, is maintained at an amount egual to tne maxi-
mum 3r.nuai deot service reauirement -is ot June 30. 1985 tne
Alaska legislature nas aoDroDnatea 517 9 million to tne Dank tor
tne statutory reserve tuna, ol wnicn approximately 35 4 million is
avaiiaoie to meet statutory reserve tuna requirements lor lulure
oank oona issues Tne canv is annually reauitea to aeiiver a
statement tc tr.e governor ana state legislature, stating me sum
itany necessary to restore me reserve tuna to tne reauirea
aect service -eserve level The stale > no'/ legally ooiigated o
make sucn an appropriation ana tnaate 4nas neverceen
necessary

North Slope Borough, Alaska
Reviewed ratings affirmed

Rationale: S&P attirms North Slooe Borougn, Alav uflrs out-
standing 5EB - ' rating on approximately S794 9 million general
ociigation 1 inds The rating on 352 8 million series 0 oona an-
ticipation notes Cue Nov 18. 1936 is also affirmed at SP-1

An additional 3423 5 million ot G O debt is outstanding but se-
cured separately b¥ various credit ennancements The long-
term aeDt rating reflects tne narrowness ot the borough s eco-
nomic oase. the large amount ot deot supported by that base,
debt carrying charges mat represent 67caol general lund ex-
;f)_endn_ures. oatancea Dy good tmanciat ooerations and a strong
inancial position The ocrougn s economic viability entirely de-
pends on the Mana gas industry, and tne outlook lor any sig-
nihcant diversi; . ntion is poor. Due to remoteness and narsn en-
vironmental conditions, development ol tne limited infrastructure
tnat supports the small community lequired the issuance ol
large amounts ol oeot Total GO debt currently outstanding is
approximately 31 3 billion The pace o!debt issuance stowed
over tne past two vears and 13 not expected to exceed S107 4
million over the next tnree years As a result, maturing debt
snouid exceed new debt issuance over tne oenod. The deot
matures rapidly, with 48cdrolling oft in hve years, and 9550in 10
years The oorougn derives 60-0 o0l its revenues trom a tax on
on- ana gas-related real prooertv improvements Therefore, its
mam revenue stream is unaffected bv tluctuahons in oil prices A
small erfect is expected trom me recenity settled pipeline tariff
agreements yvnicn induces owners income intne prooertv as-
sessment lormuia The Dorougn could lose up to 52 million an-
nually as a result ol the settlement (0 65; ot total revenues) An
additional 271 ol revenues is oenved trom interest earnmgs
The very large debt burden apFears aaeauately supported Dy
an increasing but very narrow lax oase.

Issuer: North Slooe Borough is a vast, geograpmcaily isolated,
ioarseiy populated area located entirely norm ot he Arctic Cir-
cle Barrow located almost 2.000 miles northwes; ot Seattle, is
the Dorougn seat ano its largest city (population ot 2.647) The
virtually impassaoie Brooks Range forms me borougn's south-
ern boundary A wide ranPe ol services is provided Oy the bor-
ough, including health, safety, sanitation, utilities, education,
housing. and transportation systems. The oorougn is analogous
to tne county form ol government in the lower 48 states, but has
greater governmental oowers Remoteness, the absence ol a
mooern mlrastructure. and severe climatic conditions make the
cost ot development enormous.

Debt: Ceot issuance increased sharply in 1983 and 1984 as in-
frastructure improvements were made to provide services to re-
sidents ana to accommodate increased oil-related economic
activity The oorough currently has outstanding S1 3 billion G O
oonas ana oonci anticipation notes (net ot refunded deot) Debt
on a oer capita basis - “tremeiy h|gn at $121.704, putisa
mere moderate 7 5=3u. true value (S13 billion in 1986) Carry-
-ng cnarces are very hign as a percent ot expenditures. The pri-
mary source ol payment tor tne deot is a property tax assessed
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Debt: Tre Cark nas issued 3192 5 nillion in bonas with 3163 5
muiion currently outstanding "re outstanding gect >scononsed
ot G O ,revenue coastal energy reserve, ana coastal energy
loan orogram oconas  Trere .s a statutory deot lint ol 3300 il
lion 0 wruen 5131 Smillion reneins avaiiacie Quring 1982-
1935 Mebank SCEpt'SSuarce nas oeen 543 5 nillion 3306
million 5” O million, and 325 0 nrinian resoectiveiy Due to ce-
C.,r,ng state petroleumrevenues. 4 >sant,c paled tna' locai units
will ce tumingtotne cank onaregular CasiStc. i <"nancing ot
treir capital needs

An’ onv ri Armur
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on caoitat improvements made at the oil ana gas betas at Prud-
hoe Bay and Kuoaruk These orccerties reoresent 95-: ot tne
tax case Capital financing ol S107 4 million is 0>annea tor tne
next tnree years These funds will be raised principally mrcugn
issuance ot G O hones Anemercencv deot service reserve
tuna was established curing fiscal 1984 and is tunced at 15-: ot
outstanding deot At juiv 1 t935. a oaiance ot 5184 mimon was
avaiiapte in mis lund Deot service requirements tor 1935 to-
taled S 189 muiion

Economy: Oil and ?as production transportation ana exoiora-
tion form the Dase ol me Dorouon s economg Before me dis-
covery ot oil and gas at Pruanoe Bay m 1968. ano me construc-
tion ot tne Alyeska Pioeime. economic activity was .imited to
suosistence hunting, nsning and military ai vities (DEW LINE
maintenance ana resegieni Further divers cationott e econ-
omy isnot expected d?at_o extreme geograpnic and climatic
problems Tne lack ol LAignway system witnm tne oorougn
makes commercial air service and limited water transportation
the only avaiiaoie r-eans of mass transportation
Within me next 25 years, no oasic industry is proiected to

suDPiement the oil and gas industry Maifenance or expansion
ot tne oil industry aeoenas on comoetitive lease otiermas oy the
state and leaerai governments The lead time Irom lease to pro-
duction is approximately 10vears The present production level
at Prucnoe Bav ot t 5 muiion parrels ot oil per day represents
rougniv '8- ot total U S domestic production Proven extract-
abie reserves at Pruanoe Bav are currently oroiected to last 11
gears Production at Kuoaruk nas begun and is expected to De
50,000 barrels ot oil per oav durm? 1986 An industry invest-
ment m Kuoaruk is expected to total 58 billion ana tne economic
lile ot tne tieid is proiected at 20-30 vears The two maior North
Siooe operating companies are Atlantic Ricntield Co. EgArco) and
Standard Oil Co ot Onto (Sonia) Aitnougn Arco s 1986 North
Siooe construction budget was reduced horn 3715 million to ap-
proximately 5500 million as a resuit ot reouced oil prices, work
on the Prudnoe Bay Gas Plant and the Kuoaruk Ltsourne pro-
duction facility will continue Sonio nas indicated it will proceed
with its 1986 construction program as planned.

Finances: General lund financial operations remain strong.
Significant operating surpluses were generated in each ot the
past five years wnicn were transferred to me reserve lor capital
outlay lund. tne emergency deot service reserve lund. or thr re-
cently created permanent lund. AtJuly 1. 1995. oalances avail-
able m mesa tunas were S72 million. 5184 million, and St 17 mil-
lion. resFecnver As a result ol these transfers, tne general
fund balance was reduced trom S56 million in 1983 to 54 million
in 1985 The tnree primary revenue sources ot the general lund
are prop[erty taxes (60°=). interest earnings (271:). and state aid
(10=:) Tax collections are excellent, reacnmg roughly 99-c on a
current basis ineacn ol the last Iive?/ears Deot service ol 5189
million represented 67" ot general fund expenditures in 1985
As ol July 1, 1985, a oaiance ot S1S4 million was avaiiaoie in

(conlmuea on next cage |
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tne emergency debt service reserve tuna Monies in excess ot
tne 15-3 reauirement >n this tuna will oe transterrea to the per-
manent tuna As ctjune 1985. 54 million was transterrea trom
tne emergency debt service reserve tuna to the Dermanent
tuna_Anactional 579 m.iiion transfer trom tne general tuna lett
a oaiance ot S117 4 mnnon avaiiaoie in the oormanent tuna to
ce neia in perpetuity interest earnings on oermanent tuna bal-

*MUNIC1RAL*FIEVENUE--

Alaska Industrial Development Authority

311 million variable demand/tixed rate bond due 2004
Sold. Feoruary 25, Goldman, Sachs & Co
Rated 'A -

Rationale: S&P assigns an A -' rating to tne Alaska industrial
Develoomenl Authority's conversion ol its variaoie demana/
ftxea rate Oonas. senes 1984 Aand B to a fixed rate The A- '
rating on the outstanding economic deveiooment benas. the
consolidated bonds, ana the umbrella bonas is atfirmea The
rating is cased uoon the moral obligation pledge ol the state of
Alaska, wnose ratin%is affirmed at AA-' The oonas are addi-
tionally secured by the general obligation ot the authority

Issuer and security: The state legislature established Ihe
Alaska industrial Deveiooment Authority in 1967 to aid ineco-
nomic development The authority was originally created to

administer the enterprise development lund This fund v/as capi-

talizeo n 1981 with S166 million In state-originated loans Inad-
dition. the j'ste contributed 323 million to fund the cacitai re-
serve funds. In 1982 ana 1981, the enaoing act was amended
to expand the authority s powers in 1982. the multilamily nous-
mgi loan security fund was set up and in 1984 the economic de-
velopment fund Al three programs are legally separate and
distinct All economic development activities are channeled
tnrough the enterprise development lund This tuna holds Ihe
authority's general assets from v/hich all of the authority's gen-
eral obligation maeotness |S£a%able The enterprise develop-
ment fund as ot Dec 31, 1935 had general assets ot S525 mil-
lion The multifamily housing lund. which is not an asset ol the
authority,J)rqvides additional security to anv ot the authority's
G O bonds issued lor multifamily nou3|n1g protects This lund at
Dec 31. 1985 held 58 million in assets. The economic develop-
ment tund empowers the authority to own and operate certain
types ot facilities wnen itis in [he public interest to do so This
tund was capitalized with an appropriation ot S12 million m cash
ann S132 million m loans held by the state Financial obligations
or I|ab|l|tY|ncurred will be secured solely by the economic devel-
opment fund and there isno general obligation pledge ol Ihe
authority

The authority has lour types ol bond issues outstanding: eco-

nomic development bonds consolidated bonds, umbrella
bonds, and variable aetrvnd/fixed rate bonds. Al issues ex-
cept the variable demand/ h.xed rate bonds are secured by a
general obligation pledge 'ron: the authority Variable demand
oonas are special obligations ot the authority which become

G 0 suoonconversion to a tixed (ate. All bonds are further se-
cured b?/ the state’s moral obligation pledge, itnecessary, the
state s legislature can. but is not obligated to, appropriate tunas
to the bonds through their capital reserve lunds pursuant to no-
tice under state statutes, it these reserves fall below required
levels The authority's total outstanding G.0. debt at June 30,
1985 is S213 million This issue will increase debt by S 11 million
to S224 million Total variable rate/fixed rate debt at Dec. 31,
1985 excluding this conversion is S40 million The total S40 mil-
lion is expected to oe converted to hxed rate by the end ot
1986 lor S254 million in G O debt of the authority.

The economic development bonds provide funds lor partici-
pations in loans tor industrial and commercial proiects u[) to S1
million All revenues from these loan participations are pledged
f.Joi iu me payment ui economic development oonas and then
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ances will oe usea tor general tuna ODerations Aithougn finan-
cial management is souna large oeot service carrying cnarges
the range ot services oroviaea. ana the ntgn cosi ol service
provision will continue lo aosoro tne oorougn s large financial
resources D
Maury Coooer
(212)208-1/57

to the other G O debt ot the authority As ot June 30. 1985 tne
total outstanding economic deveiooment bona debt was S 126
million Consolidated bonds provide tunas lor participations m
loans lor industrial, commercial, and multilamily housing prot-
ects Irom Si-S10 million Revenues trom these particifations
are not specifically pledged to the repayment ot consolidated
bonds However, this is not a credit concern because botn eco-
nomic development ana consolidated bonds are secured bv the
authority's general obligation and the state s moral obligation
pledges Asot Dec 31, 1985. outstanding consolidated bonds
totaled S59 million

The new umbrella bond program isintended to replace hoth
the economic development and consolidated bonds These
new oonds do not have claim to me economic develolpment,
consolidated, and variable rate oonds existing capital reserve
tunas Aseparate reserve lund for the umbrella oonds was es-
tablished with similar provisions to tne previously issued oonas.
At Dec 31. 1985, the balances in ai| the capital reserve funds
fcr the authority's G O deot is S26 million This balance reflects
the average annual debt service payments ol the oonds.

Loan portfolio: The authority's portfolio ot loans tali": into
three categories bond loans, appropriation loans, ana federal
guaranteed loans. Bone loans derive ineir tunds Irom bond pro-
ceeds. approc-iaied loans Irom state appropriated money, and
federal guaranteed loans Irom the authority's funds on hand
These tnree sources ol lunos are used to buy loan participa-
tions Irom Alaska financial institutions The hscal 1985 composi-
tion ol the portfolio is 22% appropriated loans, 61% bond loans,
and 17% Small Business Administration (SBA) ?uaranteed
loans. Appropriated loans are expected to decline to an insig-
nificant percentage ot the portfolio by '991 Funds Irom the
paid-otf appropriation loans are used to buy SBA loans or in-
vestments. However, no SBA loans have been purchased in the
last year due to remittance procedure problems with the new
SBAservicer FIDATA Until this situation is eliminated, no future
investments in the SBA program will be maintained. The authori-
ty's purchase of loan participations is limited to completed prot-
ects that satisfy all terms ol the authority's loan underwriting cri-
teria The authority s capital participation rate m loans under S1
million is 90% and 80% lor those between S1-S10 million
Loans are dishursed geographically in proporiion to the state's
ﬁppulatmn distribution As a result, the Anchorage area has the
ighest percentage ol bonded loans at 55.5% The portfolio's
investment in protects is concentrated mainly in commercial
space, approximately 78% in fiscal 1985. Bond loans delin-
quency ra'es on 90 days ana over are still below 1%. even
given the slump m the Alaska economy. This low rate is attrib-
uted to stringent underwriting criteria n addition, eacn partici-
pating financial institution must provide servicing on all loans
and maintain a 90-day delinquency rate below 2% or be sus-
pended trom selling new participations until [he rale is con-
trolled The authority has a loan loss reserve lund of 32.6 mil-
lion. Thiswas created in 1981 ano to date, the only charge offs
are 31 Imillion in delaulted aoorooriated loans The reserve > J1J



relurnea 1o its original level Irom earnings Tne authority reviews
‘ne aaeauacy ot tnis reserve tuna annually with its accountants

Finances: The authority's assets have orown trom S218 million
in 1981to S5Z- rm.iion in 1985 Liaomties total 3220 m.ii.on >n
fiscal 1985. ol which S213 million are oonas cavade Aloperat-
mgi expenses are paia trcm commitment ana tinance tees in fis-
cal 1S85. tnis totarea St J million to cover expenses of 31 1mil-
lion Net earnings have risen trom S16 mnnon in fiscal >981 to
S30 muiion in fiscal 1S85 The authority nas unrestricted invest-
ments. caoitai reserve tunas, casn ana interest earnings total-
ing S 157 million at June 20 1985 Someei snorttans m aect ser-

Alaska Housing Finance Corp.
Reviewed ratings affirmed

Rationale: S&P affirms Alaska Housing Finance Corp (AHFC)
ratings on S4.27 Pillion in outstanding taxapie and tax-exemgt
debt. The bonds, issued under 59 resolutions, are secured by
over 52.000 levet-oaymg mortgage ana growing eauity mort-
gaqe (GEM) loans The loans are originated throughout tne
stale oy private tenders and suoseauently purcnasea Oy tne
AHFC with oond proceeds Direct state aoorcoriations (in cash
and m mortgages) permit the purchase ol mortgage loans

which bear Interest at Iegmlatwelr orescriDed ‘'beiow market"
rates. To ennance the security ol its oonas. the AhrC nas en-
tered into various credit arrangements They include Federal
Housing Administration éFHA Title I Insurance, Federal National
Mortgage A_ssquatmny\% NMA) and Government National Mort-
gage Association (GNMA) collateralization, oank letters ol cred-
It. ana surety Oonds. Additionally, the issuer enioys strong sup-
port trom Ihe state ot Alaska: 13 issues are guaranteed by a
pledge ot the state's full faith and credit The affirmeu bond rat-
mgs')reflect the strength ot the credit enhancements {see hstai
ngr.i).

Issuer: To date. AHFC has received S553 million in state ap-

propriations. Fiscal ?/ear ending June 1985 witnessed nore-

duests lor additional funding Sucn funding will not Oe sougnt in
the toreseeable future. Fund faiences ot S1.J58 million (fiscal

1985) reflect the healthy, well managed performance ot the is-
suer to date The corporation has a stall ol 43 with experience
m administration, mortgage underwriting, and finance* AHFC is
governed Oy a five-memoer ooard consisting ot two ex-otficio

and three governor-appointed memoers.

Programs: Since its mcep'ion in 1971. AHFC has adoDted
many innova we programs and financing technigues Tne orinci-
pal activ ties ir.elude )

—M ortga(?e loan subsidization All ol the corooration s oro-
grams orovide an interest rate suosidy on tne first $90.000 of a
mortgage loan to Alaskan oorrowers. The state currently subsi-
dizes the mortgage loans to a maximum of 3;'s {& : lor eligible
veterans) beiow tne cost of taxaoie funds lo Ihe corporation
However, loan rates may not be less than iOv: (9-: tor veter-
aﬁbunless the corporation s related cost ol tunas is less than

— Taxable oonas To overcome the constraints of tax-ex-
empt issuance cans (S200 million per annum), tne corporation
began issuing taxaoie Oonds in 1981 Itcurrentlg nas acoroxi-
mately S1 3 billion m taxaoie deot outstanding, S1Q0 million ot
which was issued in 1985

—Alaska Building Eauitv IoanNﬁ)rogram_ in 1983. AHFC intro-
duced its own version ot tne GEM loan Titled the A'aska Build-
ing Eauity (AEE) loan, it reauires an increase in tne borrower's
monthly oavments to oroviae ter an acceieratea amortization ot
principal. Thus, it can taxe aovantage ol snorter-term, lower in-
terest taxaoie oonas
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vice ot aooroximateiv 528 mi.iion unrestricleo surplus at June
30. 1985 is 528-1 million
~ During fiscal tS85 tne authority will convert all of its remain-
ing 3*10 muhon vanaoie rate aeot to tixed in addition during
1985 s first nail it intends to 'Ssue its hrst taxable fnancmg ol
S15 million For fiscal *557 ang oeyond. approximately S65 mil-
lion in aeot will oe issued a year L1isimoossioie tc determine
how h R 2838 wul atter.t future issuances otner than to assume
tne program will continue witn additional voiume constraints
Andrea M Esoosito
(212) 203- 183-i

~ —FNMA collateralization in 1933. AHFC signed a S530 mil-
lion 000i curcnase contract .vitn FNMA enaoling Alaskan mort-
gages to oe swaooed tor FNMA mortgage-oacked securities

Ratod deot outstanding Am]|

Msus.nrj moitcage oonds (nonoanfy) ,m.l S| Ral.ng
1972 senes A 106 AA
1973 senes A 103 AA
1973 senes 6 296 AA
1975 senesa 306 AA
1975 senesB 10 5 AA

msuieo moagace oonas fsanty) 911 7 n
1975 fist senes 1976 first ar.o second
senes 1977 fisl second and Inrd series
1978 frsl second and in.<a senes 1979 frst
and second ser.es 1930 frsl. second, and
mud senes

Stale-nsi>sted mortgage-oonos monoar.tvl
ser.es A 95 8 A
ser.es B ana C 757 AA
senes Dand E 90 5 A -
series F 170 8 AA
senes M 50 0 AA
senes 1 500 AA
senes J 50 0 AA
senes K 750 AA
senes L 750 AA
senes M 750 AA
senes N 75 0 AA
series 0 * 500 AAA
senes P* 500 AAA

Home mortgage conos monoar.fy)
‘981 frsl senes 796 A -
I981seconoser.es 90 9 A
1982 frst senes 775 AA-
i982seconoser.es 933 AA-
1983 frsl senes 73 1 AA-
1933 second senes ... 122 4 AA -
Ccnaleraiiied 1934 series A 750 AAA
Collateralized 1984 senes B ..........ccceoveieieienns 127 4 AAA
Collateralized 1965 series A ... 100 0 AAA
Coiialeraiized 1985 senes B 102 4 AAA

Slate-guaranteed ccnos Inonoar.tv)*
1983 frsl senes .. 46 2 AA
1983 seconaser.es 117 5 AA
1983in.raser.es L. 720 AA
1983 louftn senes 94 7 AA
1983 hnn senes . . . 48 3 AA
1983 sixth series 727 AA
1984 frsl senes .. 1300 AA
1984 secona senes ... tooo AA
Coiialerai.zea 1934 frs| series 100 0 AAA
Co.ialerai.zea 1984 secona series 302.5 AAA
Coiialeralizeai985frstser.es 150 0 AAA

Secona mortgage bonas 93 AA

Fa.roanns Norm Star Bczougn res mlige Conas 28 1 A -

AHFC Overseas Finance N V g|a Donos 98 t AAA

*Guaranteea bv tul la.ln ana creo.l ol ine stale ol Alasna

(continued on next cage |
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,(MESs) These MBSs are tnen, in effect, purcnased with bond
‘oroceeos ana used as collateral tor he bonds. Sucn collaterali-
zation nas enabled the issuer to obtain AAA' ratings on 10 tax-
exemDt and taxable issues to date

—Recycling AHFC relies neavily on recycling, wnerem pre-
dayments are used to make new mortgages, inmany ol its

Platte River Power Authority, Colorado

S" "3 million electric revenue bonds due 2018
Sold. Feoruary 20, Salomon Brothers Inc
Rated 'A -*

Rationale: The S113 million issue ol Platte River Power Author-
itr electric revenue bonds is rated 'A+alo ng with S618 million
ol outstanding parity debt The A'rating ol ne Loveland, Colo
electric revenue oonds was reviewed incor lection with this
sale and is affirmed mwe ratings rellect the strength ot the par-
ticipant cities' economic bases and good financial Berfor-
mances The authority s rates to tne cities ..re low because ca-
pacity charges lo Public Service Co ol Colorado are sufficient
to oav -not se vice Bond proceeds will be used to retire all out-
standi. j commercial paper The authority has refunded the
commercial oaper program instead ol retiring it Irom revenues
as was planned to avold potential tax problems and lo take ad-
vantage ol current long-term interest rales.

Security: The bonds are secured by take-or-pay contracts
witn me cities ol Fort Collins (45.7% ol the proiect). Longmont
(28 1':). Loveland (215%), and Estes Park (6.1%). The author-
ity's rate covenant is net revenues 125 times (x) adjusted ag-
gregated debt service Debt service is adiusted to levelize pay-
ments ol term bonds in 2000 and 2002. The additional bonds
test requires net revenues in 12 ol the preceding_2_4 months
prior to issuance to meet the rate covenant. Additional security
1s provided by a debt service reserve fully funded to maximum
deot service at the time ol Oond issuance.

Operations: Platte River s resources include energy and ca-
pacity under contract with the Western Area Power Administra-
tion (WAPAI througn 1989 The authority receives 158mw in the
winter ano 228mw in me summer. The authority owns the
255mw coal-tired Rawnide Energy Station and an 18% share ol
the Yampa Proiect coal-fired Craig units, totaling i54mw Ex-
cess capacity in the Craig and Rawhide units is sold to Public
Service under a contract through 1994. which is less than the
tile ot the oonds. Public Service is obligated to take-o_r-paK lor
capacne/ ano energy made available inaccordance with Ihe
scnedule mthe contract Ifthe contract schedules are net met,
Public Service has Ihe option to terminate the contract. There-
fore. these Oonds are not rated on the basis ol the Public Ser-
vice contract Revenue derived Irom these sales is sufficient to
pa?/ all Platte River debt service at this time. In 1985, Platte River
go d 340.5mw ol capacity per month and 2.380gwh to Public
ervice
Platte River expects peak demand to grow at a compound

rate ol 5 4% per year in the future and lor energy sales to grow
59% per year Since 1960, annual growth ratesranged trom
-3 8% to 16.4% tor peak demand and Irom 3.3% to 11 8% lor
energy sates The average growth rates ol 5.9% ano 5 7%, re-
spect|veIF¥, were strong despite this volatility Based on this
rowth. Platte River expects to sell power [rom Yampa and

awnide to participants when sales to Public Service end

Rates: The authority is currently charging the participants 35
mms per kwn Retail rates in all cities except Loveland are below
enose ol Public Service and Ihe Poudre Valley cooperative sup-
plied by Tn-state generation ana transmission cooperative.
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hond structures Tnis tec.nmaue has reduced the need tor tuture
bond financings and state appropriations
Lon-Ann W/ynter
(212)209-15J1

Loveland's rates are only marginally above Public Service s
rates The authority does not anticipate raising rates to the par-
ticipants until 1991 wnen it be%ms taking back its Rawhide ca-
Famty Between 1991 and 1996. rates are expected to rise

rom 35 2 mills per kwn to 55 2 mills per kwn

Finances: During the last two vears, Platte River changed Irom
a construction-oriented organization to an operating power sup-
plier The effect ol this chan%e is clearer when the operating
statements for 1983 and 1984 are compared Revenues grew
105% in that year and operating expenses grew 107%, primarily
due toa 195% increase in depreciation with the start-up ol
Rawmde. During 1985. only 29 5% ol revenues came Irom sales
to tne participants, tne remainder of the revenues came from
sales to Public Service. Annual debt service coverage was

148x in 1984 and 153x m 1985, including commercial paper in-
terest The balance sheet continued to improve m 1935 The
current ratio was 4 39 1and the auick ratio was 189 1 Lever-
?ge diczlbneld as the ratio ol debt to plant declined to 1 14 1

rom 1.20 1

Participants: Fort Coilms, Loveland, and Estes Park are in
Larimer County, north ol Denver, and Longmont is in Boulder
County, west ol Denver The key economic sectors in this area
are manufacturing, services, retail trade, and government High
technology electronics are a maior source ol employment, with
manufacturing facilities ol Hewlett-Packard Co . Storage Tech-
nology inc .and NCR Inc located in the participant cities
Colorado Slate UniversitY is another maior employer in Fort Col-
lins. The average unemployment rates tor 1985 are below the
national average m both counties, but rose slightly toward the
end ol the year to 7 1% in Lorimer County and 6.7% in Boulder
County Total numbers employed remained stable.

Participants Port Estes

CoDifls Longmont Loveland Park
-j Plane River 45 7 26 1 225 6 1
Peak demand 1S35 110 59 48 14
gwnsoid 1985 582 332 286 72
Popuialion esl 1985 83.000 49800 35.300 7.800
1984 revenue(000) 30.487 17.981 15.820 4 572
Ceotserv cov ixi ° Seo «

Current ratio** 517 | 3 1 543 | NA
*No electric revenue oonas outstanding
«sCurrent assets/current lafrMies
N A —Not avaiiaoie

The financial performance ol the participants tsgood Each
has had a posu ve trend in revenues and controlled growth ol
expenses inrecent years. OH-balance sheet debt service cov-
erage is less than 100x lor all participants because Platte River
debt service pa\ments are subsidized through the Public Ser-
vice contract

Maria C Markham
(212) 208-1862
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DEBT MANAGEMENT PLAN
Governor Bill Sheffield

Through careful management, the State of Alaska has maintained
the best credit rating we've ever had. That AA rating, in turn,
has allowed local governments across Alaska to keep their invest-
ment grade ratings as well. This gced credit rating translates
into lower property taxes for Alaskans.

With dropping world oil prices, however, Alaska's annual debt
payments automatically become a larger part of our expenses.

So, | have asked the 14th Alaska Legislature to approve a package
of rev; laws which, viewed as a whole, will give our young state a
plan for comprehensive deht management fcr tne first time. None
of these proposed improvements in our laws is flashy or exciting,
but as a package they are vital to the continued financial health
cf Alaska. | encourage you to read the enclosed information,

In short, the debt management plar. 1 have placed before the
Alaska Legislature will keep the commitments voters have made to
our future, particularly ir. regards tc local schcci construction.,
The plan also will guarantee we car. continue tc incur a
reasonable amount «r debt for school construction and other
improvements in the future, while we preserve our gccd credit
rating.



Debt Management Plan

"We"ve borrowed c considerable amount ofmoney to help build Alaska.

We can manage that .ebt, but ittakes planning...lest that debt manage us
in thefuture."

Governor Bill Sheffield
January 14, 1986



DEBT MANAGEMENT FLAN

An Overview

Without firm control of public debt the credit rating of all debt
issuers in Alaska could be in jeopardy. Right now the State has
an f£A rating, the highest it's ever had, and all issuers within
the State are rated as investment grade. But as oil prices
decline, the share of revenues devoted to debt service will
become an increasingly heavier burden. The State of Alaska
cannot control the price of oil. What we can and must control is
the amount of public debt.

Proper stewardship of public debt in Alaska can he accomplished
through enactment of legislation covering four distinct needs.
Taken ‘'eparatelv, each cf the four bills brings reasonableness to
a different aspect of public debt. But viewed as a whole, this
legislation provides a plan for comprehensive debt management for
the first time. It assures that all State-supported debt, which
Is any debt paid from the State general fund, is subject to the
control cf the State 3cnd Committee. It is this tota] of State
supported debt which the rating agencies look tc in establishing
the State's credit rating.

The first bill, House Bil] 'S3, provides fcr orderly financial
management in the event c¢f a default by a municipality of its
debt obligations. This legislation protects both issuers cf

public debt in Alaska and creditors.

House Bill 519 provides for the lease financing of public
buildings through the Alaska State Housing Authority, acting as



the Alaska State Building Authority. The bill gives the State
Bend Committee control over issuance of this debt as well as debt
of the University of Alaska.

House Bill 520 gives the State Bond Committee control over the
total amount and maturity of municipal school debt to be

reimbursed by the State. The investment community needs to see
some control on this fast-growing part of State supported debht.

The fourth bill, House Bill 521 places a limit on the issuance of
general obligation debt by municipalities. Even with this limit
some municipalities in Alaska will have some of the highest debt
ratios in the United States. This legislation dees not limit the
ability to issue revenue bonds.

As background, Alaska's combined debt (State, municipal and
school district) through the issuance of general obligationhbonds
was $2.9 billion as of June 30, 1985. That amounts to about
$5,500 per Alaskan. When the amount of G.C. Bond debt for
veterans' housing is included in the total, Alaska's per capita
debt load is $7,C00.

That debt is manageable, but it takes planning. The State of
Alaska has not had a bond authcri?.ation since 1980. Yet, the per
capita interest cn the State's general obligation bond debt is 2C
times the national average. State policy limits debt service to
five percent of unrestricted revenues, but that ratio is about 10
percent now and could climb to 16 percent by fiscal year 1989,

Again, this is a result cf a combination of faotci.s. World cil
markets have seriously eroded the revenue Alaska receives from
oil and gas production. At the same time, Alaska voters have
authorized new debts, including $325.0 million in school
construction bonds so far in fiscal year 1985 alone. That
translates into a possible 30 percent increase in State



reimbursement for local school debt—added costs which show up in
the State operating budget.

These and other construction ccirjr.itments are viewed by the
nation's financial markets in different ways. On one hand,
Alaska's rating agencies know this is a unique state, with
enormous potential for generating public revenues and a young,
dynamic workforce; on the other hand, the rating agencies look at
all of Alaska's debt together, ana while they are concerned about
how much we borrow, they are mere concerned vhat Alaska have
controls on the growth ot debt statewide.

To tackle that issue, Governor Sheffield is asking the Legisla-
ture to take the following initiatives:

°  For school construction, honor all existing debt (as of
March 31, 1986) under the currenl 30 percent reimburse-
ment law, and limit the growth of future State
reimbursement to $10 million per year for school
construction in the future.

¢ Set standards fo" school construction to guarantee mere
schools can be built with the funds available.

0 Reimburse 100 percent of principalonly for bonds
authorized after April 1, 1986. This will encourage
local districts to shop for the lowest interest rates.

°  For local governments, limit debt to seven percent cf
assessed property values.

Designate the Alaska State Housing Authority, acting as
the Alaska State Building Authority, as tha issuer of
lease revenue bonds tc finance public bui.dings. This



change was recommended by a citizens task force
appointed by the Governor tc study the issue in 1985,

Designate the State Bond Committee as overseer of lease
revenue bond issues and the total of State
reimbursement for school debt (after March 31, 1986).



DEBT MANAGEMENT PLAN

Questions and Answers

QUESTION:  Why do we need a debt management jackage?

ANSWER:  The State has achieved a AA rating for its general
obligation debt. However, the burden of paying the State's debt
becomes heavier as revenues shrink. Now, with oil prices
falling, the State must demonstrate tc the rating agencies that
it has the procedures, checks, and balances necessary to manage
its debt obligations, if the State is to retain its high credit
ratine.

QUESTION:  Why dees the State have to be concerned about lease-
purchase financing, University of Alaska, and municipal school
debt? (HE 519, HB 520)

ANSWER:  All or a major portion of the payments or. this debt ccir.e
from the State's general tund. These types of debt obligations
are referred to as State supported debt. The total of State
supported debt and State genera] obligation debt is the figure
that Mccdy's and Standard ar.d Peer's uses as the measure of the
State's debt burden. As  June 30, 1985, this total was
$1,610.3 million, of which less than half, $752.7 million, was
State general obligaticr. debt. Ever, the State's share of schccl
debt alone, $753.6 million, exceeded State general obligation
debt.



QUESTION:  Why should the State seek to limit municipal debt
generally? (HB 521)

ANSWER:  Because of high levels of State support to municipal-
ities, they may be tempted to issue more deht than they could
reasonably expect tax payers to support without the State aid.
With State revenues declining, State support for municipalities
eventually may suffer budget cuts along with other programs. The
State needs to insure that such developments do not create
avoidable financial difficulties for municipalities.

QUESTION: Is one reason for the State's concern with municipal
debt levels that mu.iicipal credit ratings affect the State's
ratings?  (HB 521)

ANSWER:  No. The State's rating is not affected by the rating of
any or all municipalities. Even a municipal financial emergency
or default would not ordinarily affect the State's rating.
However, an emergency or default would be likely to tarnish ail
Alaska issuers somewhat, much as the New York City default
affected all miunicipal debt issuers and the WPPSS (Whoops)
default affected Northwestern U.S. and public power supply
issues. This could significantly raise, for some period of time,
the interest rates the State and other municipalities have to pav
or; bonds.

QUESTION: Is the WFPSS (Whoops) syndrome the reason ror the
introduction of the Municipal Financial Emergency Commission
legislation? (HB 2S3)

ANSWER: It's one reason. However, a more important reason is to
establish a mechanism that ensures satisfactory and early
resolution of a municipal financial crisis so that provision of
public services is impeded. Unlike r.uclear power plants,
municipalities car.r.ct be mothballed. A mechanism for



satisfactory and early resolution also provides a valuable
assurance to bend buyers.

QUESTION:  What is the State's debt capacity and how is it
determined?

ANSWER: In recent years, the State's debt policy has heen that
the State had capacity to issue additional general obligation
debt if the debt service on the new bonds, combined with the debt
service on outstanding bonds, would not exceed 5 percent of the
State's unrestricted revenues. 5 percent is a level which few
states with a AA credit rating exceed.

QUESTION:  What is the current level of debt service relative to
unrestricted revenues?

ANSWER:  Considering only State general obligation bonds, the
level for fiscal year 1987 is 5.7%. However, inclusion of all
State supported debt which the rating agercies look at boosts the
percentage tc ]].?7%. Falling State revenues will push the debt
service tc a level of 16.4% of revenues in fiscal year 1989.

QUESTION: Does this mean the State can't issue any more debt in
the near future?

ANSWER:  No. In the first place, the State could issue addition-
al debt if it were willing to sacrifice its credit rating and
that of State agencies and municipalities, whose ratings
generally are tied to the State'5S. More to the point, additional
issuance in modest amounts with = AA rating might be possible if
the rating agencies were assured total debt obligations will
remain limited. The limits and controls in Governor Sheffield's
debt management package are an essential step in providing these
assurances.



QUESTION:  What happens to the State's reimbursement of municipal
school debt that was authorized last fall? (HB 520)

ANSWER:  That debt and all municipal school debt authorized
before April 1, 1986, will be grandfathered under current law.
This means State reimbursement for that debt will be under the
current formula of 80% of principal and interest.

QUESTION:  Does the Governor's budget contain the funds necessary
for the State to reimburse the grandfathered bonds? (HB 520)

ANSWER:  The amount required is contained in the Department of
Education's fiscal note for HB 520. The estimated amount
required for  seal year 1987 is $43 million. The Governor plans
tc support the $43 million appropriation if the legislation is
passed.

QUESTION:  How much additional school debt could be reimbursed by
the State under HP 5207

ANSWER:  HB 520 would permit State reimbursement of $10 million
per year for debt authorized after March 31, 1986. Since the

legislation establishes reimbursement at 100% of principal and
requires the debt to have a 10 year term ar.c constant principal
payments, the $10 million State reimbursement could support as
much as $100 million initially.

QUESTION:  Hew does 1CG% of principal compare to 30% of prircipal
and interest? (H5 520)

ANSWER: It depends cn how much the interest is in relation to
principal, which depends on the interest rates at the time the
bonds are sold. At current interest rates, 300" of principal is
approximately 39% of the current formula fcr reimbursement (80%
of principal and interest). Thus, the new formula would provide
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reimbursement at a level about 11% less than current
reimbursement.  100% of principal would represent approximately
7% of tctal principal and interest.

QUESTION:  How will it be decided what municipal school debt
receives reimbursement if the $10 million limit otherwise would
be exceeded? (HB 520)

ANSWER:  The Department of Education will establish a priority
list based on criteria specified by law. Portions of school
construction project costs also may be deemed ineligible for
reimbursement based on design standards and regional cost
differentials determined by the Department of Transportation ar.d
Public Facilities. Financing costs will not be eligible for
reimbursement.  State reimbursement will be reduced further by
the interest earned cn bond proceeds, except arbitrage which
would have to be paid to the federal government under pending
congressional legislation. These limitaticr.s will spread
increasingly scarce State dollars further and enable the State to
support more schools under the $10 million limit,

CUESTIGN:  Why is the limit set at only $10 million? (HB 520)

ANSWER:  There has been an explosion of authorizaticr. of
municipal schccl debt. Between October 1, 1985, and March 31,
1986, total municipal school debt receiving voter approval is
expected to exceed S350 million. This would represent an
increase of almost 50% ir. six months over the $739 million school
debt outstanding as of June 30, 19S5. It is this explosion which
will propel State payments for debt service to over 16% cf State
revenues by fiscal year 19S9.

QUESTION:  Car the limit be revised? (HB 520)

-11-



ANSWER:  Certainly the limit could be amended by law in future
legislative sessions. A report to the 1988 session of the
legislature by the Department of Education on school construction
needs is required in section 17 of HB 520. This would be an
appropriate time to consider a revision. As an alternative, the
State bond committee may revise the limit at anytime in light of
State credit conditions, school requirements, or  any other
reason,

QUESTION:  Will the State Bond Committee decide which schools
receive funding? (HB 520)

ANSWER:  No. This will be determined solely by the Department of
Education in establishing the priority list. The State Bond
Committee v/ill be concerned only with the creditimplications for
the State of the total amount of reimbursement to be paid.

QUESTION:  What is lease-purchase financing? (Hb 519)

ANSWER:  Lease-purchase financing consists of debt obligations
issued by a private developer or State agency to finance the
construction or acquisition of facilities which are leased to the
State. The lease payments made by the State are in an amount and
duration which is equal to the principal ard interest payments on
the debt obligation. The debt obligation may take the form of a
revenue bond or a certificate of participation in rent (CP or CCF
as they are sometimes called). At the conclusion of the lease,
title tc the facility generally passes to the State.

QUEST101 . Why is the A)aska State Housing Authority (ASHA)
designated as the issuer of all lease-purchase financing for
State facilities? (HE 519)

ANSWEP:  ASHA has previously issued lease revenue bonds for State
facilities and is the current lessor of these facilities to the
State. The designation cf a single agency which has expedience



ar.d technical expertise in this area will improve accountability,
efficiency, and control of these types of financing.

QUESTION: ~ Why would ASHA be issuing debt under the name of the
Alaska State Building Authority? (HB 519)

ANSWER: ~ This name change, applicable only to the financing of
public buildings, will improve the marketability of the debt.
The alternate name avoids confusion about the issuer and debt
since most state housing authorities issue debt only for the
provision of low and moderate income housing. The name change
helps recognize the higher credit standing accorded debt which is
secured by payments from a state government for leases rather
than from private individuals for rent,

QUESTION:  What became of the State Office Complex Financing Task
Force?

ANSWER:  The Task Force, a body of executive branch officials,
two legislators, and five members of the public with substantial
financing experience, held hearings in the fall ¢f 1935 and
produced a report tc the Governor which is available from the
Treasury Division of the Department of Revenue. HB 519 imple-
ments the recommendations contained in that report.

QUESTION:  Will ASHA be deciding what public buildings will be
built or acquired? (HB 519)

ANSWER:  Nc. Fach brarch cf government and the University of
Alaska would decide what f ..ilities would be built or acquired.
The facilities would have to meet the requirements ar.c speci-; ca-
tions of each branch or the University hefore the branch or
University could be expected to execute the lease. No financing
can occur without an executed lease.
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QUESTION:  Does this mean each branch or the University can enter
into lease-purchase financings without legislative approval or
approval by law? (HB 519)

ANSWER:  Yes. However, the annual lease payments are subject to
appropriation by the legislature as a matter of constitutional
law. HB 519 requires lease-purchase agreements to state this
fact so that it is clear to all parties. Because lease payments
are subject to appropriation, lease-purchase financing is not
debt from the standpoint of the State Constitution.

QUESTION:  Could Tlegislative approval or approval by law be
required of lease-pur ;hase financing by statute? (HB 519)

ANSWER:  Alaska Supreme Court decisions indicate that this
probably would violate the separation of r >wers doctrine and be
unconstitutional. Legal questions cf thi- caliber can easily
derail debt financings because bend buyers will not purchase debt
with such uncertainties about it. To achieve the same purpose,
Governor Sheffield has pledged to seek legislative approval of
any executive branch lease-purchase financings. The other
branches and University might be expected to do the same.

QUESTION:  Why dees the State Bend Committee need to approve
lease-purchase financings? (HB 519)

ANSWER:  Lease-purchase financing is paid from the State general
fund and, accordingly, is added into the State's debt burden hy
the credit rating agencies. Because of this, the State Bend
Committee needs to control aspects of such financings which can
affect the State's credit standing. This can include such things
as the maturities of the debt, need for insurance, or the timing
of t.he sale. The State Bond Committee will not be concerned ;rith
project justification or specification. This is the same manner
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in which the Committee functions with respect to State general
obligation debt.

QUESTION:  What municipalities would be forestalled from issuir.c
additional debt under HE 5217

ANSWER:  The North Slope Borough and the city of Wrangell
currently have general obligation debt exceeding ™ of the full
value of their property tax base. They would not he able to
issue additional debt until their tax base has increased suffi-
ciently or outstanding debt is paid down. The North Slope
Borough should be able to issue additional debt again within two
years. The city of Nenana would not be limited by the cap due co
the exemption in HB 521 for self-supporting debt which is issued
as a general obligation bond. Issuance of revenue honds and
refunding bones are not limited by HB 521.

QUESTION:  Why is the limit set at 7%? (UB 521)

ANSWER:  National medians tor municipal general obligation debt
are in the range of 3% to 45 cf full value. A higher level is
appropriate ror Alaska because the economy is still developing,
with spurts of rapid growth in particular localities, if not
statewide. However, a level significantly above  would not be
an effective limit or provide the credit markets any comfort that
Alaska is managing its debt.

-15-



Total Debt Service & Lease Payments
([January 28, 1986)

400 T
@ STATE
. ]
330 B RsHA
CERT
g a0  MUNI
H 250
«
0. 200
150
S 100
50 .cn B 7°
E I
Ya
© 777879 80 81 82 83 84 85 85 87 88 89 90 91 92 93 94 95 96 97 98 99 00

Fiscal Years



Debt Service vs. Unrestricted Revenue

4500
4000
3500
v 3000
° 2500
¢ 2000
4
{, 100
" 1000
OO

y 77 78 79 ¢0 81 82 83 84 85 86 87 86 89 90 91 92 93 94 95 96 97 98 99 00

Fiscal Years



Millions o Dollars

Debt Service vs. 5% Revenue

Fiscal Years



Total Debt Service .& Lease Payments
(% MQI?|IOHS§ y

Ou == 0431432200% OO
CDS  OOHANISIOO00OO—NILOM™ + O r—ioHMMo<tr<t
OMN= AHOICIOD OO CH IO OO — O I—i—i—
v — AL
A —_—
[
o *
(9 p Ny,
D+
+ O
C O—~
o—+ OO AAD OO HSHTHTHHTHSHSH
T <> 2 I T R e L
e P OO MIOILOLOOOOLOLOLOLOLOLOLOLO
—
D
O
“—
o
M 9111_00999955555551500000
D OO HIOLOLOLOLO eI O0 M~ (O
<C i A

—l——i—IaIAIANIANION I A i

e
t
a 100 ;7369347505893316492
+— < LOO NN T (O COOLO<TONONICHCOLO OO AN ~—I—

wn A —d—i—i—

O >—
O T T—COCHOIONMM<ILOWON— OO ~—IONOD<HLOWON 00O O
SW_I.V N ——~—0000 OO0 COCOCOOOCOTHTHTHTHTHTHTHTHITHIOHNOD



e Sicted Revenue

vs. Unrest
$ Millions

(

‘06

Debt S

D

=

O

= O OO LD CICOC < OOHLO—P <t

6198443578913432097653222
A

Perc

=]
D
= %39022401060041456700927510
— <t OND—0000 1O O <O -G OLO<HOI <0000
= o T oA O NNI—HLOO 00—~ 0OLOONI—HN—O
o = —ALOMN— O I — I P GH OO OO 00000000~
a m_nboo —AONOD<F OO OO T e i~
e

=
oD

—
e
DD OND—AONI—1OLODNOOOOOOOOOOOOOO

<t - - - = = - e e e e a4 e e e e === m e e oaom
0O, 2 . <t 0000 I < OO OIS OO IO S IO I —

=N o A<t <+ OO — OO A A — N 0O <t —IOLO<FON AN
= o A IO OO NI NI ]
D
-—
oW
T

O —

O O —00CHO 1N <HLOCOMN—00CH O IO <FLOOMN—COH O
N L~ —00 000000000 COCOCOCOTHTHTHITHTHTHTHHTH OO
L



SEVEN PERCENT CAP

Borough

Anchorage
Eristoi Bay
Fairbanks
Haines

Juneau

Kenai Peninsula
Ketchiuan Satettay
Kcoiak

Hat-5u

North Slooe
Sitka

Total Boroughs

CITIES

Bethel
Cordova
Craig
Delta Juncticn
Dillingr.ai
Eagle
Galena
Hannah
Hycaburo
Kate

King Cove
Klah'ccK
Kotzebue
Nenana
Nose
Pelican
Petersburg
Sand Point
Stagwav
St. rlary's
Tanana
UniUtleet
Unalasta
Valdez
Nhittier
-ranoell
jatutat

total cities

STATE

Total Boroughs

DEPARTMENT OF com'kiT'™

FULL
VALUE

515,755,411,000.00
5101. "2, B00. 00
$4.C10.297,700.00
$93,945,500.00
41,%613,352,900.00
$3,290,219,200.00
$675,955,100.00
$572,370,700.00
42,367,471 ,'00.00
$12,276,75;,+;,0.00
$296,227,900.00

$41,554,537,900.00

$152,256,900.00
$120,673,000.00
$34,707,400.00
$30,970,500
$94,665,500.00
$9,104,500.00
$19,149,500.00
$27,u43,cv0.00
$12,633,900.00
$11,608,000.00
$23,230,500.00
$5,563,000.00
$93,245,100.00
$12,231,500.00
$116,712,300.00
$10,155,400.00
$161,215,300.00
$71.€S6. 5'v.0.00
$55.447,100.00
$4,239,400.00
$11,155,400.00
$19,714,500
$105,309,400.00
$1,740,431,900.00
$19,419,200.00
$111,757,000.00
$17,679,400.

$3,125,901,900.00
$48,915,237,900.00

$41,954,537,900.00

6. 0.
DEBT

$353,799,500.00
$3,535,000.00
$90,523,500.00
$1,300,000.00
$47,651,000.00
$137,929,000.00
$31,930,000.00
$28,270,000.00
$112,208,000.00
$1,155,650,000.00
$12,400,000.00

$1,980,631,400.00

$wa:.«,v0.00
$0.00

$0.00

$0

$0.00

$0.00
$900,000.00
$0.00

$0.00

$0.00

$0.00

$0.1'?

$0.00
$2,717,300.00
$2,161,200.00
$0.00

$6, 155,000.00
$0.00
$820,000.00
$0.00

$0.00

$0
$3,299,000.00
$75,333,000,00
$0.00
$10,750,000.00
$235,200.00

$103,467,200.00

$516,100,000.00

$1,580,631,400.00

AND REGIONAL AFFAIRS

PERCENT

7% CF OF 6.C.
FULL VALUE DEBT/CAP
$1,102,378,770.00 32.533
$7,125,916.00 49.611
$294,769,539.00 30.553
$6,576,155.00 19.773
$112,937,223.00 42.193
$230,315,344.00 59.853
$47,319,957.00 67.433
$40,065,949.00 70.563
$165,713,434.00 67.713
$901,375,033.00 128.213
$27,735,953.00 44.713
$2,936,317,653.00 67.443
$12,760,733.00 4.361
$8,447,110.00 0.001
$2,429,512.00 0.001
$2,160,935.00 Oo00*
$6,626,595.00 0.c0*
$637,315.00 0.001
$1,340,465.00 67.14%
$1,949,164.00 0.00*
$335.22j. 00 0.00*
$312,560.00 0.00*
$1,626,156.00 0.00*
$357,410.00 0.00*
$6,527, 157.0u 0.00*
$901,705.00 301.35%
$8,169,903.00 26.45*
$710,379.00 0.00*
$11,235,351.00 54.39%
$4,576,076.00 0.00Z
$4,091,297.00 20.04%
$256,753.00 0.00*
$763,673.00 0.00*
$1,330,015.00 0.001
$7,371,353.00 44.75%
$121,330,233.00 b\ 24*
$1,359,344.00 (.00*
$7,322,990.00 137.42%
$1,237,553.00 19.01*
$213,313,133.00 w57.20%
$3,%24,066,653.00 23.83*%
$2,936,917,653.00 67.44%

CURRENT
PERCENT
DEBT

2.233
3.473
2.163
1.393
n.9¢t
4.1*53
4.723
4.943
4.743
8.973
3.133

4.723

Ut
=%

1.67*

4.722



S tate of A laska
orricc or t oq

SUXBAU™™

January 27, 1986

The Honor?ble Ben Grussendorf
Saea er of the Hou?

Alaska State Legislature
Juneau AK 99811

Dear Representative Grussendorf;

nder the authority of art.. I, s of the Iasfkr

onstitution, [ am transmrttrng two |I\s provide
Improve stae debt mana%%men re ates to c?ntrol
state-sup rteb ?]choo the other ease inancing
transactr the various branches of government.

These two bills are each. cornerstones ?f a com rehensrve
Proposal desrgne e%tmonrtor and contro ore e ectrvtela)i

1ssya nﬁ mgtruments that harpor stan
BT it Im prcatons for the state Som crtatrons in eac
are to provisions inthe other bifl.  ~The tw? wor
3 Alaska’s remar able Wealt has facr |tate
tre enaous econom\ ?r owth all areas he stat
econ% and at a evels overnmen% t\éanﬁ the%e
wortgy Pror ects arh programs h been ur%de |r Ctl x
ta In other instances however unding ,a?] e%
o tained thr LBh the issuance of d |ns rg ents either oy
the state local ﬁo vernments, ere vernment activi:
ties are f de t(strou he Issua ebt, maintenance o(
a avora ce If atr %for t statg assumes crrtrcg
|m£or,t nc Ig stated, crons etrrme ntal to tne
state's cr edrt standing are injurious to the Alaska economy.
Unlike past ears, we approach ra v/here the state's vast
v%realth s X In dpg |se£1 cient fo support a
avorable ce]drt ra ng , |scussro S WIth represen
tatives ation dr afn i ?<mmunty the constant
tt‘beme ed Was tt]e nee Alaska to ‘demonstrate {s
anility to effectively manage |ts resources. One critica
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e are several weaknesses in the state's present programs
Inancing school construction.
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ual payments over. a period of 10 years or a term set by
satpygnnd omteep Y

c 12, the Department of, Educa(! %n erI contrnue to
money to rer urse municl L However alrcan
brse ent pace upr%n eht authorrzed (tfa
ers after prr epartment ay only allo-
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Bfter the comgletton of Qe plan, a rational mec Itamsm can

e E in to %rov e for the state's pub c school

Bgy tructio needs which 1s within the states a ity to
|

Continued economic prospe_rtt% for a|l sectors of the Alaska
ec nomnX IS In part _inextricably. t|ed to more rtgorous state
de anagement,  These two D'ills, as well g|sI%t|on
relating “to responsible I|m|tadt|8n on mun|C| bt,
promote more res onsible state debt management. a a’s
credté stand |n0g Is, of course, in Partd ndent on a]cori
beYon our ntrol.  That the state cnno conr al
refevant fac or% B ?o excuse,. however, Ina e?uate
anagement ot { ose actors within our contro | .believe
tpat it is critical that the state hecome more sensitive  to
the long-term credit | p,Ilcat|ons 0f each Isolated [ dn%
demson. These two oills provide for responsible e
flexiole state debt manage ent, and | urge " your
consideration and approval of these measures.

Sincerely,

Bill Sheffie

Governor
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'KEAU

January 27, 1986

The Honor1able Ben Grussendorf
Srfea' er o ?e
Alaska State Legrs ature

P.0O.
Juneau AK 99811
Dear Representative Grussendorf:

Under the authority of art, [l ?e 18, r”
FOISHIBHLON, 1 fm drangmitting e BiTT ghal Wwikl,¢
Borough to issue general obi gatio bond rfebt

resent, there IS N0 Irmrt as to the amount of gener
bI rc?atr n dent that mur] mday incur. And;, w
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Sincerely,

Bill Sheffield
Governor



Cape May County, New Jersey

$19 million general improvement bonas aue 1987-1996
Competitive March 5
Rated ‘A -'

Rationale: S&P a(fims Cape May County. NJ s'A-'rating
on outstanding general CDiicalion general improvenent bones
and assignsan A-' rating |o the current S 19 million offering
The rating reflects strong firenda performance and rapid bond
retirerent  coupled with the tourist-based economy and beiow
av=rage Weaitn and incore levels Because o! tre develop-
ments intne casmo indLstry innearby Atlantic Gity, building per-
it activity is very strono The casno industry also berefits from
the county s conmrercial fishingindustry because of increased
tourismand year-rouno populatios

Economy: Cape May County lonrs the southernmost lip oi
New Jersey The county isa peninsula, 454 sauare miles intotal
area, and nas had steady population growth since the 1960s
Tne countv s mejor industry is tourism with tne summer tourist
nmoustry the strongest econormic lactor tor over 50 years Popu-
lation inthe summer montts increases to 593.856 trom95.724
Unemployent rates are seasonal innature during the sumer
ol 1985 unermploynent dropped to a low ot 6% and reached
15 aduring the winter Recent developments inthe casmo in
dustry mnearoy Atlantic Gty have significantly impacted the
county’s econommy  Euildng permit activity has been very strong
over the past tew years \eth the construction ol new hotels and
nmotels lownhouses. and condominiurs The commercial tishr
g industry continues to be inlluenced lavorably by Atlantic Gity
as tre larger tourist and permrenent populations create greater

sealood consunption

Alaska
Reviewed; rating affimed

Rationale: S&P affinrs Alaska's 'AA—' rating on all outstand-
ing general odligation bonds With the continued “sottenmg” of
the world al nmarket, a newapproach to revenue lorecasting
known as the "30th percentile” has been inplemented The
30th percentile method means thet, in the estination ot the
state finandal forecasters, there isa 70% chance that revenues
will actually be greater then tre amounts forecasted, and only a
30% chance thet theywill be less Current projections retlect an
average annual dedline inpetroleum revenues ot approxinmately
10% for 1986-1988 Indications are that at current levels the
projected decline will ol adversely affect state revenues inthe
short run However, inthe long run, an absence ol sustained ex-
ploratory activity, sneller discoveries, enhanced recovery, and
production ol heawy dl, at lesst at current levels, can adversely
atlect state revenues Hrandially, the state continues to per-
lormina manner commensurate with its rating, as evidenced by
a good cash and terd balance position, and a strong perme-
rent fund The fishing and tinber industries, inportant contribu-
tors to tne Alaskan econormy, are dill somewhat depressed, but
continue to shov/ signs of gans Debit remains manageable and
is dedlining as the state continues to meet some of its capital
neeas tnrough pay-as-you-go financing Owerall, the slate's
economy continued to show gronth in population, enployment
and personal incore, and meturation in the trade and services
sectors

Economy: The state's economic base is prinarily extractive,
Vitn meior dependence upon dil and gas production, and toa
somewhat lesser extent, the supportive industries of fishing, tim
ber, minerals, and tourism Approximately 86% ot state reve-
nues are derived Iromroyalties and taxes paid on state-owned
al and gas leases Indications are that the production level of
several Cook Inlet fidlds is declining and production Irom the

AMARCH23r-S1986Gfr

STANDARD 4 POOR S CBEDTWEEK

Debt: Proceeds tromthis "isue wiii be used tor various nunici-
pal buiidnos. road, bridge a storm sewer construction With
this issue. 1he raur;ty will have outstanding net debt ot 329 8
million Per capita debt is highat Si.007, out tow as a percent
ol true value at 39 >Bond retirenent is rapid retiring 87%. ol
the debt in 10years Tne S&P inaex, measure ot per capita
debt to per capita effective puyg income, is moderate at

91 The county’s capital improverment program for 1he next
live years amounrs to approxinetely S16 2 nillion with 68% ex-
pected to oe tended trambond proceeds

Finances: Financial operations are sound Revenues are de-
rived prinarily Irom property taxes, which account for approxi-
metely 70 : ol curent ted revenues  The larges! expenditures
item is health and welfare, accounting for 24 j ot operating ex-
penses Debit service expense will increase with this sale to ap-
proximately 10 ool budget Unaudited results tor year ended
Dec 31. 1985 show an ending tend balance net ot deferred
charges ol S6 tnillion ~ 14m oi current tund revenues, a
dlight decrease Iromyear-end 1934 s S6 4 million tund balance
Tne budget outlook lor fiscd 1986 is expected to cortinue ona
lavorable basis, witn revenues projected to be mline witn bud-
get expectations

Dominick J Truoho

(212)208-1769

Prudhoe Bav fiddwill substartially decline inthe 1990s. As ot
Jan. 1 1986, the Alaska Gl and Gas Conservation Commission
estimated the state's renaining recoverable resenves to be
7 995 hillion barrels of al and 34 23 trillion cubic feet ot gas,
Approximately nellhird ot Prudnoe Bay s estimated 9 6 hillion
barrels had been produced by year-end 1984 Some encour-
agenent may be garred Iromthe tact thet there have been var-
ied successes indl and gas exploration in North Slope, tolalng
an estimated 2 5 bllionbanels ot recoverable al. This new ex-
ploration bolstered a relatively strong ermployment picture Arco
Alaska and Standard Gil Co ol Ohio, two naior eum
operators, are autting their construction budgets by 43% and
17%, respectively The cormbined exploration spending il rep-
resents a large sumlar 1986 at S 1 25 hillion State revenue
lorecasters believe thet inthe shert run. the current decline in
world all pr ces will be offset at 1he wellhead by the reduction in
the Trans Alaska Pipeline System tarrits, by approximately
Si 20 per barrel A partia settlement was reached ina long out-
standing taniff litigation between the state and pipeline owners.
The stale will receive atotal ot *SS mrillion, including refunds
trom 1982-1985, as aresult ol th.3 settlenent. However, the
settlerrent will have an adverse effect on local conTrunities who
depend on the pipdlire tor a portion of their property taxes.
North Slope will lose approximately S2 O million annual-
Iy, while Valdez and Fairbanks North Star will lose approxinately
$1.8 million and S500.000 annually, respectively. Infiscal 1986,
the state will receive an added S227 nillion Iromthis settlenent.
The fishing and tirrber industries continue to be inportant
contributors to the slate's economy. Total revenues to fisher-
men tromfish catch sold in Alaska tor hscal 1985 was S700 il
lion, compared lo S602.3 nillion in 1984 Since 1977, salnon
catches have been inproving, however, tre shell fish industry,
wh'ch includes king crab and shrinp, the nmejor revenue contnb-

(conlmued on next page)
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ulors. remains somewhat However it is anticipated
thet harvests will continue toinprove and the future ot the in-
dustry enhanced ¢ the priaritygivento U S fisheries over for-
eign fleets to harvest within the 200-nme fisheries conservation
zone Alaska forests are expected torermain a maior source ol
tinber. despite restrictions inposed Dy the Alaska National In-
terest Lands Conservation Act ol 1979 As part of the settle-
nent act passed by Congress, the industry has been guaran-
teed 450 rillion board tee! per year, a Quantity capable ot sus-
taining trad tional harvest levels The industry has been declining
since 1980. as export of lorast products have declined at an
average annual rate ol 10% due to conpetition and a strong
US dallar In 1984, lorest product exports totaled S219 million
or 2l of all Alaska exports

Anticipated depletion ot al resenves inthe future resulted in
attention to minerals and mineral deposits  Shipments of coat to
Korea fromthe UWsibelli Mg, which began in 1984 and now to-
tals 560.000 tons yearly, may be increased to 800 000 tons in
1986 Development ol a world-class nolybdenumminebv U S
Borax & Chemical Co is continuing with expectations ol 900
new |Ohs on conpletion Also under development are the Red
Dog and Greens Creek zimt and lead mines The Red Dog de-
posit is estinated at 29" jof US  deposits and is the second
largest zinc depoasit inthe world Tourismcontinues to contrib-
ute significantly to the economy  Its importance is underlined by
the size of the merketing budget ot $8 1rmillionin 1985. and a
proiected S7 2 millionin 1986 In 1984. 700,000 visitors spent a
total of $620 million Approximetely 715.000 visited in 1985

Following completion ol Trans Alaska Pipeline System con-
struction mmid-1977, populationwhich totaled 411 000 in
1978. declined to 402,000 in 1980 Since this decline, maior
gams have been realized, particularly inlhe early 1980s result-
ing inan approximate total increase ot 25% lor 1980-1984
Qurrent estimatec 1985 population is 566.600 For 1980-1984,
al sectors ol employment continued to experience groath with
Ihe exception of mning and manufacturing which had 11% and
1% declines, respectively Government enmployment, historically
high inAlaska, accounts lor 29 j of total employment lor 1980-
1984 Fer capital money incoime experienced moaest gan's,
with Ihe 1981 level at S11.722 This represents 134 8% of the
US awverage: at $12,900 in 1983, itwas Ihe equivalent ot
1358 ; of the US average Total income for 1980-
19834 increased fram S5.238 nillion lo $8,739 million, or 66 8%

Alaska Municipal Bond Bank
Reviewed, ratings affirmed

Rationale: S&P affi'trs the ‘A’ rating on dl outstanding Alaska
Municipal Bond Bank s general dbligation bonds and the *A -*
rating cn al outstanding bond bank revenue bonds  About
$168 5 million ot debt is atlected The basis ol Ihe rating is the
noral abligation ol Ihe slate S&P ( dicy establishes this rating
at one tul category below the existing rating of the state. Inthis
case, tre ratingwould be 'A-' based upon the state's 'AA- "
rating However, the G O s of the bond bank where the slate
has the authority to wilhhdd aid to participating units, inlieu ot
deot service paynments upon Ihe request of the bank, are rated
A The revenue bonds reneinal 'A  where no withholding
provisions exist

The bank: The Municipal Bond Bank Act established the bank
as a public corporation and irstiurentality ol the state of Alas-
ka witr..nthe ot revenue, but separate fromand in
dependent ol the state The bank, which began operations in
August 1975. was created lor Ihe purpose of lending money to
units within the state ot Alaska by purchasing mu-
nicipal bonds issued by such units Under Ihe act
and tre bank s general resolution, Ihe bank initially was autho-
rized to purchase only G O bonds Effective May 16, 1978, the
Alaska state legislature authorized the bank to purchase muntci-
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Finances: The slate continues to portray a strong financial
posture Fiscal 1985 unrestricted revenues for the general fud
totaled approximately $3 2 hillian, excluding amounts which go
directly to the permanent fud Petroleumn revenues accounted
for approximetely 85 =ol total unrestricted revenues, down
troma peak ot 90 : in 1980 Proiecteo unrestricted general
funo revenue lor fiscal 1986is$3 1D0ilion ol which $2 1hillion
or 86 mwill be from petroleumrevenues As ol Der 31 1985
the permanent tund balance was S7 0 hillion The lund is ex-
pected to total $3 5 Blhon by 1990 and S 16 6 hillian by 2000
Tne amount ot lund incore available lor dividends in 1985 was
$217 3mn witn 521.323 eligible applicants receivimg S404
An amendment to linit state appropriations to $2 5 hillion,
approved by voters ai the Noverber 1982 general elections
will be placed on the ballot lor reconsideration inthe 1986 gen-
eral election Under the amendrent, state appropriations can-
not exceed 52 ,, ilnn lor any fiscal year by more tnan the cu-
nuialive change based cn leoeral maices in population and
miaiion after July 1, 1981 |! reacted, itwill be repealed if
approved, the amendment would become permanent, and ap-
propriations may be sub/eded to impoundment powers ot the
governor, who may withhold or reduce appropriations during a
budget year if revenues are less tren appropriations Tne
amendment has not been operative, and has exceeded ary
revenues or accrued surpluses available for appropriation

Debt: Historically, tre issuance d state debt has been signifi-
cant due to the state's commitirent to capital improvenrent pro-
grans The stale is curently studying the implementation of a
debt management policy winch may have been influenced by
declining an revenues and the need to meet unfilled infrastruc-
ture requirenents while nmaintaining a conservative debt posi-
tion The policy will include dl debt thet rr lies on slate general
lund approonations. in particular dl nonsetf-supportg sfafe
debt, induding G O debt, lease revenue debt, and similar odli-
gations peid by the state The state's last debt issuance was in
fiscal 1983 Maximum annual debt service on all bonds is
$175 7 million, due in 1986 As aurently structured, debt ser-
vice requirenents will decrease substantially through 2000
Anthony H Arthur
(212)208-1777

pal revenue bonds, and provided thet the bank shall be called
the Alaska Municipal Bond Bank Authority when issuing revenue
bonds, and the Alaska Municipal Bond Bank when issuing G O.
bonds The purchase ol bonds is dependent upon bond coun-
sel's comion. stating that Ihe bonds are valid obligations j ' Ihe
govemmental uni as required by the act and that a lean agree-
ment has been auhorized and executed between the bank and
the govermmental unit, which constitutes a valid and binding
obligation ol the governmental urit Trne powers of the bank are
vested ina hve-meber board ot directors, three ol whomare
public members appointed by Ihe governor and confimed by
the state legislature The three appointees serve tour-year stag-
gered tems  The remaining two mentbers, the Commissioner ol
Revenue and the Commissioner ol Conmunity and Regional Af-
fairs. are permanent

Finances: Ongoing operations at the bank are not funded by
the slate s general lund appropriations, but by tees and
charges and interest earned on investrents The bank is not al-
loned to carry surpluses, which must be returned to the state
Since its inogption, the bank has retumed S7 6 million Infiscal
1985. $1 8 millionwas retumed The reserve fund, which re-
ceives capital appropriations fromthe state's general tund tor



lunas leveraging, is neintained at an armount equal to tre mexi-
mumannual aeot service requirerrent As ol June 30. 1985, the
Alaska lecisiature has appropriated S17 9 million to the bank tor
the statutory reserve lurid, ot which aocorcximatelv 35 4 millionis
available to meet statutory reserve tund requirenrents tor future
bank bond issues Tre bank is annually reauired to deliver a
staterment to the governor and state legislature, stating the sum
itany necessary to restore Ihe reserve lund to the reauired
debit service reserve ledl The state is not legally obligated to
make such an appropriation and. to date, it has never been

necessary

North Slope Borough, Alaska
Reviewed ratings affirmed

Rationale: S&P affinrs North Slope Borough. Alaska's out-
standing EB8 + rating on approximately S794 9 nillion general
obligation oonds The rating on S52 8 million series D bond an-
ticipation notes due Nov 18 1986 is also affinred at 'SP-1 +'
An additional S428 Snillionol G O debt is outstanding but se-
cured separately by various credit enhancerments The long-
termdebt rating rellects tre narronness ol Ihe borough s eco-
nomic base. lhe large anount ol debt supported by thet base,
debt carrying charges tret represent 67°/0 ol general fud ex-
penditures, balanced by good financial operations and a strong
financial position The borough s economic vidhility entirely de-
pends on Ihe dil and gas indLstry, and the outlook for any sig-
nificant diversification is poor Due to remoteness and harsh en-
vironmental conditions, developnent ol the linited infrastructure
that supports the sirall conmrunity required the issuance ol
large amounts ot debt Total GO debt currently outstanding is
approximetely S1 3 hllion The pace ol debt issuance sloned
ower tre past two years and is not expected lo exceed S 107 4
million over the next trree years  As a result, maturing debt
should exceed new debit issuance over the period The debt
matures rabidy, with 48 i rdling oft in five years, and 95 cin 10
years The borough derives 60- j ot its revenues trama lax on
0"1- ana gas-related real property inprovenents Therelore, its
mam revenue stream is unaffected by fluctuations inal prices A
sl etlect is expected Irom (he recenlly settled pipeline tariff
agreements whicn incdludes owners' incone inthe property as-
sessiment tormuta: The borough could lose up to S2 nillionan-
relly as a result ot the settlenent (0 6°.; ol total revenues) An
additional 27 adl revenues is derived Irom interest eamings
The very large debit burden appears adequately supported by
ani increasing but very narrow lax base

Issuer: North Stooe Borough is a vast, geographically isolated,
sparsely populated area located entirely north ot the Arctic Cir-
cle Barrow, located alnost 2.000 mmiles northwv/est ol Seattle, is
the borough seat and its largest city (population ol 2,647) The
virtLelly impassable Brooks Range lorms the borough s southr
em boundary A wide range at services is provided by lhe bor-
ough. induding neallh. salely, sanitation, utilities, education,
housing, and transportation systerms  The bcrougn is analogous
to Ihe county lormot goverm—ment in the loner 48 states, but has
greater govemmental coners Remoteness, the absence ot a
modem intrastructure, and severe climatic conditions make the
cost ol development enomou

Debt: Debt issuance increased sharply in 1983 and 1934 as in
frastructure improvenents were made lo provide services tore-
sidents and to accommodate increased cil-reiated economic
activity The borough currently has outstanding S1 3 billion G O
bonos ana bond anticipetion notes (net ol refunded debt) Debt
on a per capita basis isextrenely high al S121.704, bul isa
rmore moderate 7 5’,adl true value (S13 hillionin 19386) Carry-
ing charges are very high as a percent ot expenditures The pri-
mary source ot payirent tor the debt is a property tax assessed
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Debt: The bank has issued S 192 8 rrillion in bonds with S 168 5
million currently oulstand.no  The outstanding debt is comprised
ol G O .revenue coastal energy reserve, and coastal energy
loan programbonds  There is a statutory debt linit of S300 rril-
lion ol which S 131 5 million remains available During 1982-
1905, the bank s debt issuance nas been $48 5 nillion, S30 6
million 37 O nillion, and S25 8 million, respectively Due lo de-
dining stale petroleum revenues, it is anticipated thet local units
will be tuming to tre bank on a regular oasis lor the nnancing ol
their capital needs

Anthony H Arthur

203-1777

on capital inprovenrenis made at the cl and gas helds at Prud-
hoe Bay and Kuparuk These properties represent 95 - ot the
tax base Capital financing ot S107 4 million is planned lor [ne
rext tnree years These iunds will oe raised principally tnrough
issuance ot G O bonds An emergency debt service reserve
lund was established during fiscal 1934 and is .unded at 15-; ot
outstanding debt Al July 1 1985 a balance ot S184 nmronwas
available mthis lund Debt service requirenrents lor 1985 to-
taled $189 nillion

Economy: Gl and gas production, transportation, and explora-
tion lom the base ol the boroucih s economy Belore tre dis-
covery ot cl and gas at Prudnoe Bay in 1568. and tre construc-
tion ol Ihe Alyeska Picelrme. ecoromic activity was lirrited to
subsistence hurting tismg, ~rd military activities IDEW LINE
nmeintenance and research) Partner diversification ol tre econ-
oy is not expected due to extreme geographic and dinetic
problens Tre lack ot a h.grway systemwitrmtre borough
makes commercial ar service and linited waler Iransportation
Ihe anly available means ol mass transportation

Withmtre next 25 years, no basic industry is proiected lo
suppleent tre dl ana oas mausiry Maintenance or expansion
dl tre all industry depends on conmpetitive lease offerings by the
state and federal government The lead line Iromlease to pro-
duction is approximetely 10years The production level
at Prudhoe Bay ol 15 nillion barrels ol al per day represents
roughly 18 ot total US domestic production Proven, extract-
able reserves at Prudhoe Bay are currently projected to last 11
years Production al has begun and is expected to be
250.000 barrels ot all per day during 1986 An industry invest-
nmrent in Kuparuk is expected to total S8 hillion and Ihe economic
lile d the field is proiected at 20-30 years The two neior North
Slope operating companies are Atlartic Richlield Co (Arco) and
Standard Gil Co of Chio (Schio) Although Arco s 1986 North
Slope construction budget was reduced trom S7 15 rrillion to ap-
praxinmetely S500 millionas a result ol reduced all prices work
on the Prudhoe Bay Gas Plant and the Ltsburne pro-
duction fadlity will continue Sohto has indicated it will proceed
with its 1986 construction program as planned

Finances: General fud financial operations renain strong
Significant operating surpluses were generated ineach of the
past live years whichwere transferred to tre reserve for capital
outlay lud, the emergency debt service reserve fud, or the re-
cently created permenent tund At July 1 1985. balances avail-
able inthese lunds were $72 rillion, S184 million, and Si 17 mil-
lion respectively As a result ot these transfers, the general
fund balance was reduced trom S56 million in 1983 to $4 million
m 1985 The tnree prinary revenue sources of the general lud
are pr taxes (60ca), interest eamings (27° j). and state aid
(10 ;) Taxcollections are excellent, reaching roughly 99-... ona
current basis ineach ot the last hve years Debit service ot S189
million represented 67”0 ol general lund expenditures in 1985.
As ol July 1 1985. a balance ol $184 nillionwas available in

(continued or next page)



the emergency debt service reserve lund Monies inexcess ol
the 15 : requirerrent in this tund will be translerred to the per-
manent tund As ot June 1985, $4 milionwas transferred Irom
the emergency debit service resenve tund lo the permanent

luno An additional S79 million Iransler Irom the general lund left
a balance ol Si 17 4 million available inthe permanent lund lo
oe held inperpetuity Interest earnngs on permanent tund beat-

*MUNICIRAL*REVENUE-

Alaska Industrial Development Authority

S11 million variable demand /fixed rate bond due 2004
Sold. February 25. Goldman, Sachs & Co.
Rated 'A -

Rationale: S&P assigns an A - ‘ rating to the Alaska Industrial
Deveioconent Authority’'s conversion ol its variable demand/
fixed rate bonds, series 1984 Aand B toa tixed rate The 'A-*
rating on the outstanding economic developnent bonds, the
consolidated bonds, and the unorella bonds is affimed The
rating is based upon the noral obligation pledge of the state ot
Alaska whose rating is affinrredat AA-' The bonds are addi-
tionally secured by the general obligation ot the authority

Issuer and security: The stale legislature established the
Atasxa Industrial Developrment Authority in 1967 tc aid ~ eco-
nomic development  The authority was originally created to
administer tne enterprise developnent tund This lund was capi-
talized in 1981 with S 166 million in state-originated loans Inad-
dition, the state contributed S23 million to tund the capital re-
serve lunds. In 1982 and 1984. Ihe enabling act was amended
to expand the authority's powers In 1982, the muitilarily hous-
ing loan security lund was set up and in 1984 the economic de-
velopment lund Al three programs are legelly separate and
distinct. All economic development activities are channeled
through the enterprise developent tund This lund holds the
authority’s general assets tromwhich dl ol the authority's gen-
eral ddligation indebtness is payable The enterprise develop-
ment tudas ol Dec 31. 1985 had gereral assets of S525 il
lion The multilarrily housing fund, which is not an asset ot the
authority, provides additional security to any ot the authority’s
G O bonds issued for mutifarrily housing projects  This lund at
Dec 31 1985 held S8 millioninassets. The economic develop-
mrent lund empowers the authority to own and operate certain
types d fadilities when it is in the public interest to do so. This
tudwas capitalized with an appropriation ot $12 million incash
and S132 nillion inloans held by the slate Financial obligations
or liaaility incurred will be secured solely by the economic devel-
oprrent land and there is no general dbligation pledge of the

ty

The authority has lour types ol bond issues outstanding: eco-
noic development bonds, consolidated bonds, unmrella
bonds, and variable demand/tixed rate bonds All issues ex-
cept the variable demand/fixed rate bonds are secured by a
general dbligation pledge Irom the authority Variable demand
bonds are special obligations ol the authority which become
G O s upon conversion to a fixed rate. All bonds are further se-
cured by Ihe state's moral obligation pledge. It necessary, ihe
state's legislature can, Put is not obligated lo, appropriate funds
to the bonds through their capital resenve lunds pursuant to no-
tice under state statutes, if these reserves tal below required
levels The authority's total outstanding G.O. debt at June 30
1935 is S213 million This issue will increase debt by S 11 mrillion
to S224 million, Total variable rale/fixed rate debt at Dec 31.
1985 excluding this conversion is $40 rillion. The total $40 rril-
lion is expected to be converted to tixed rate by the end ot
1986 tar $254 nillionin G O debt ol the authority.

The economic development bonds provide iunds lor partici-
pations inloans tor industrial and conmrercial projects up to $L
million Al revenues from these loan participations are pledged
first to *he payment ot economic developnent bonds and then
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ances will be used lor general lund operations  Although firen
dal management is sound, large debt service carrying charges,
Ihe range ol services provided, and the high cost ol service
provision will continue lo absorb the borough's large financial
resources
Maury Cooper
(212)208-1757

to the o'her G O debt ol the authority As of June 30. 1985, the
total outstanding economic developmer' bond debt was $126
million Consolidated oonds provide tunds tor participations in
loans tor industrial, conmrercial, and multifaily housing proj-
ects tromS1-S10 nillion Revenues tromthese participations
are not specifically pledged to Ihe repayrment ol consolidated
bonds However, this is not a credit concem because botn eco-
nomic developnent and consolidated bonds are secured by the
authority’s general dbligation and the state's noral obligation
pledges. As of Dec 31 1985, outstanding consolidated bonds
totaled $59 rillion

The new urhrella bond programis intended to replace both
the economic development and consolidated bonds These
new bonds do not have dlaimto tne economic developnent,
consolidated, and variable rate bonds' existing capital rese: re
lunds A separate reserve fud lor Ihe urbrella bonds was es-
tablished with sinvilar provisions to the previously issued bonds.
At Dec. 31, 1985, the balances inall Ihe capital reserve lunds
lor the authority's G O debit is S26 nillion This balance reflects
the average annual debt service paynrents ot the bonds.

Loan portfolio: The authority’s porttdlio ol loans tails into
three categories bond loans, appropriation loans, and lederal
guaranteed loans Bond loans derive their tunds trombond pro-
ceeds, appropriated loans tromslate appropriated money, and
federal guaranteed loans Irom Ihe authority's tunas on hand
These three sources ol funds are used to buy loan participa-
tions Irom Alaska finandial irstitutions The fiscal 1985 composi-
tion ol the portfdlio is 22% appropriated loans. 61% bond loans,
and 17% Sell Business Adninistration (SBA) guaranteed
loans Appropnaled loans are expected to decline to an insig-
mlicant percentage ol the portto.io by 1991 Funds Irom the
paid-oft appropriation loans are used lo buy SBA loans or in-
vestiments However, no SBA loans have been purchased inthe
last year due to remi(tance procedure problens with the new
SBA servicer ADAT A Uil this situation is eliminated, no tuture
investrents inthe SBA program will be meintained The authori-
ty's purchase of loan participations is lirrited lo conpleted proj-
ects that satisty dl tems ot the authority's loan underwriting cri-
teria The authority's capital participation rate inloans under S1
million Is 90% and 80% far those between S1-S10 million
Loans are disbursed geographically in proportion to the state's
population distribution. As a result, Ihe Ancnorage area has the
highest percentage ot bonded loans at j 5.5%. The portfolio's
investment in projects is concentrated nreinly in commercial
space, approximetely 78% infiscal 1985 Bond loans delin
quency laies on 90 days and over are dill below 1%, even
given the slunp inthe Alaska economy. This low rale is attrib-
uted ‘o stringent undenwriting criteria. Inaddition, each partici-
pating finandial institution nust provide servicing on al loans
and mainid,:. a 90-day delinquency rale below 2% or be sus-
pended Irom selling new participations urttil the rate is con-
trolled The authority has a loan loss reserve tud ot S2.6 nil-
lion This was created in 1981 and to date, the only charge offs
are S| 1nillion v defaulted appropriated loans. The resenve is
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retumed to its or jinal level lromearnings The authority reviens
tre adeauacy dl this reserve lund annually with its accountants

Finances: The authority's assets have croan Irom S218 nillion
in 1981 to S524 illianm 1985 Liahilities total S220 nillion in
fiscal 1985, ol which S213 nillion are bonds payable Al operat-
ing expenses are paid Irom commitent and finance lees infis
cal 1985 tnis totaled S1 4 million to cover expenses ol SI 1ril-
lion Net eammgs have risen Irom S 16 million in hscal 1981to
S30 mmminfiscal 1985 The authority nas unrestricted invest-
ments. capital reserve tunas, cash, and interest eamings total-
ing S157 million at June 30. 1935 lo neet snortfails inoebt ser-

Alaska Housing Finance Corp.
Reviewed ratings affirmed

Rationale: S&P affims Alaska Housing Finance Corp (AHFC)
ratings on $4 27 hillion in outstanding taxable and tax-exenpt
debt The bonds, issued under b2 resolutions, are secured by
over 52.000 level-paying mortgage and groning equiity nort-
gage (GEM) loans The loans are originated 'hroughout the
stale by private lenders and subsequently ourcnased by tre
AHFC with bond proceeds Direct state appropriations (in cash
and inmortgages) penit the purchase ot mortgage loans
which bear interest at legislatively prescribed "below market'
rates. To enhance the security ot its bond' the AHFC has en-
tered into various credit arrangements They include Federal
Housing Administration (FHA) Title | Insurance. Federal National
Mortgage Association (FNMA) and Government National M rl-
gage Association (GNMA) collateralization, bank letters ol cred-
it, and surety bonds. Additiorelly, ihe issuer enjoys strong sup-
port Irom the state of Alaska. 13issues are guaranteed by a
pledge ot the state's Il faith and credit The affimed bond rat-
ings retlect the strength ot the credit enhancements (see list at
rigr.1).

Issuer: To date, AHFC has received S563 million instate ap-
propriations. Fiscal year ending June 1985 witnessed no re-
quests lor additional funding Such funding will not be sought in
the foreseeable future. Fund balances ol S1.458 nillion (fiscal
1935) reflect the healthy, well managed performance oi the is-
Suel todate The corporation has a staff ol 43 with experience
inadministration, mortgage underwiting, and finance AHFC is
govermed by a five-mentber board consisting ol two ex-ofticio
and three governor-appointed menbers.

Pi ograms: Since its inception in 1971. AHFC has adoDted
many innovative programs and financing techniques Tne prind-
pal activities include

—Mortgage loan suosidization Al of the corporation’s pro-
grans provide an interest rate subsidy on the first S90.000 ot a
mortgage loan to Alaskan borrowers The state currently subsi-
dizes the mortgage loans to a maxinumol 3% (4% lor eligible
veterans) below the cost at taxable tunds lo the corporation
However, loan rates mey not be loss than 10% (9': lor veter-
zirg/) unless the corporation s related cost ot lunds is less then

0

— Taxable bonds To overcome the constraints ol tax-ex-
et issuance caps (S200 rillion per annum), the corporation
began issuing taxable bonds in 1981 It has approxi-
metely S1.3 hillion in taxaoie debt outstanding, S100 million ot
whichwas issued in 1985

—Alaska Buildmg Eauilv loan program In 1983, AHFC inf:o-
luced its own version o the GEM loan Titled Ihe Alaska Build-
ing Equity (ABE) loan, it reauirts an increase intne borrower's
nonthly payments to provice lor an accelerated anortization ol
principal. Thus, it can take advantage ot srorter-term loner in
terest taxable bonds

-V

STANDARD A POCR™S CRCOHWEEK

vice ol approxinately S28 million Unrestricted surplus al June
30. 1985 is S284 nillion

During fiscal 1986 tre authority will convert all ol its remam
g S40 nrillion variable rate debt to tixed Inaddition during
1986 s lust helt it intends to issue its tirst taxable financing ot
S I5nillion For fiscal 1937 ano beyond, approximetely S65 ril-
lion mdebt will be issued a year Itis impossible to detenmine
howHR 3838 will alter,t tuture issuances other than to assume
tre procram will continue vtn additional volune constraints

Andrea M Esoosito

(212) 208- 183-i

—FNMA collateralization in 1983, AHFC signed a S530 il
lion poo: purchase contract wiin FNMA enaolimg Alaskan e
gages to oe swapped lor FNMA mortgage-backed securit-e:

Ralod debt outstanding Al
hous ng mortgage bonds (nonpahty) (n, Sé Rating
1972senesA 10 AA
1973 ser es A 103 AA
197. eriesB 296 AA
1975 set.es A 306 AA
1975 senes B 105 AA
irsured mortgage bonds loarity) 911 7 A
1975 rrst ser.es 1976 frst and second
series 1977f.:sl second arid inrd senes.
1978 frst Second, ana tn.id senes 1979 tirst
and second ser.es 1960 frsl, second, and
In.rd senes.
Slate-ass.sled morlgage-bonds (nonoarily)
senes A 958 A
series Band C 757 AA
series 0 and E 90 5 A-
series F 1708 AA
ser.es H 500 AA
senes 1 500 AA
senesJ 500 AA
senes K 750 AA
senes L 750 AA
seres M 750 AA
series N 750 AA
ser.es O* 500 AAA
series P* 500 AAA
Home mortgage boros (norpantyl
1981 frsl series 796 A-
1931 second series 909 A
1982 frst senes 775 AA-
1982 second senes . ... 933 AA-
1983 frst series 731 AA-
1983 second series 122 4 AA-
Collateralized 198sseries A ... 750 AAA
Collateralized 1984 senes B .....cccccovvvreris 127 4 AAA
Co, ateraiized 1985 series A 1000 AAA
Collateralized 1985 senes B .......cccoouvrrnneens 102 4 AAA
Slate-quarar zed oonds rnonpanty)*
1983 frst SEries s 46 2 AA
1993 second series 1175 AA
1983 tN.IA SENIES ..o 720 AA
1933 lourm series 947 AA
1983 tilth series 48 3 AA
1983 Sixth series 727 AA
1984 fist series 1300 AA
1924 5eCONd SEIES .....covvvverrereriirieirs e 100 0 AA
c.i.aleralzed 1984 frst series 1000 AAA
Coiiaierai.zed 1984 second senes ............. 302 5 AAA
Collateralized 1985 frst series 150 0 AAA
Second mortgage bonds . 93 AA
Fairbanks No. th Star Borough res mtge bonds. 281 A-
AHFC Overseas Finance NV gld bonds 98 1 AAA

<Guaranteed by lull laith and crea.l ol Ihe stale ol Alaska

(continued on next page)
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. (MBSs) These MBSs are then, ineffect, purchased wilh bond
proceeds and used as collateral lor the bonds Such collaterali-
zation has enabled Ihe issuer to dbtain AAA' ratings on 10 tax-
exempt and taxable issues lo date

—Recycling AHFC relies heavily on recycling, wherein pre-
paynents are used to make new mortgages, inmany of its

Platte River Power Authority, Colorado

S 113 million electric revenue bonds due 2018
Sold. February 20, Salomon Brothers Inc.
Rated 'A-*--

Rationale: The S 113 million issue ot Platte River Power Author-
ity electric revenue bonds is rated A+along with S618 million
ol outstanding parity debt Th.i 'A’ rating of the Loveland, Colo
electric ‘evenue bonds was ie- -wed inconnection with this
sale and ic affimed The ratings reflect the strength ol the par-
ticipant cili=s" economic bases and good financial perfor-
mances The authority’s rales lo the cities are lowbecause ca-
pecity charges to Public Service Co ot Colorado are suffident
to pay debt service Bond proceeds will be used to retire dl out-
standing commercial paper The authority has reft nded the
comrercial paper program nsfcso ol retiring * Ire mrevenues
as was planned to avoid poterttial lax problenms o'td to take ad-
vantage ol current long-term interest rates

Security: The bonds are secured by take-or-pay contracts
with np dities ol Fori Gallins (45 7% of Ihe protect), Longnmont
(28 'i"."). Loveland (21 5%), a..d Estes Park (6 1%). The author-
ity s rate covenant is net revenues 1.25 lines (X) adiusted ag-
gregated debt service Debt service is adiusted to levelize pay-
ments ol term bonds m200U and 2002. The additional bonds
test requires net revenues in 12 dl Ihe preceding 24 nonths
prior to issuance to neet Ihe rale covenanl Additional security
is provided by a debit service resenve fully funded to meximum
debt service at the tine ol bond issuance.

Operations: Platte River's resources include energy and ca-
ity under contract with the \Western Area Power Administra-

tion (WAPA) through 1989 The authority receives 158mwinthe
winter and 238mw in Ihe sunmrer The authority owns the
255mw coal-fired Rawhide Energy Station and an 18% share ol
the Yampa Project coal-tired Craig units, totaling 154mw Ex-
cess caoacily in the Craig and Rawhide units is sold to Public
Service under a conlracl through 1994, which is less than the
Me ol the bonds. Public Service is obligated to take-or-pay for
capacity and energy mede available inaccordance with Ihe
schedule in lhe contract |l the contract schedules are not net,
Public Service has the notion lo terminete the contract. There-
fore. these bonds are not rated on the basis of the Public Ser-
vice contract Revenue derived tromthese sales is suffident to
pay al Platte River debt service at this tirre. In 1985. Platte River
sold 340 5mw al capacity per nonth and 2,380gwh to Public
Service

Platle River expects peak demand to grow at a compound
rate ot 5 4% per year inthe future and tor energy sales to grow
5 9% per year Since 1930. annual groath rates ranged Irom
-3 8-j lo 16 4% tor peak dermand and trom3 3% to 11.8% lor
energy sales The average gronth rates ol 5.9% and 57%. re-
soectively. were strong despite this vdlatility Based on this
gronth. Platte River expects to sell power Irom Yampa and
Rawhide to participants when sales to Public Service end

Rates: The authority is currently charging the participants 35
mills per kwn Retail rates inal cities except Loveland are below
tnose at Public Service and the Poudre Valley cooperative sup-
plied by Tri-state generation and transnission cooperative.

STANDAPO & POOR™S CREDITHHEK

bond structures  This technique has reduced the need tor future
bond financings and stale appropriations
Lon-Ann Wynler
(212)208-1611

Loveland's rates are only nerginally above Public Service s
rates The authority does not anticipate raising rates to the par-
ticipants util 1991 whenitbegins takingt ' Rawhioe ca-
pecity Between 1991 and 1996, rales are t .pected to rise
Irom 35 2 nills per kwh to 55 2 mills per kwh

Finances: During the last two years. Platte River changed trom
a construction-oriented organization to an operating power sup-
plier The effect of this change is clearer when Ihe operating
statenents for 1983 and 1984 are compared Revenues grew
105% inthat year ana operating expenses grew 107%, primearily
due toa 195% increase in depreciation with the start-up ot
Rawhide During 1985. only 29.5% of revenues came tromsales
to the participants, tre remainder of the revenues came trom
sales to Public Serv- j Annual debt service coverage was

148x in 1934 and 153x in 1935. induding conmrercial paper in
terest. The balance sheet continued to inprove in 1985 The
current ratiowas 4 39 land the quick ratiowas 189 1, Lever-
age declined as the ratio ot debt to plant declined to 1141
trom 120 1

Participants: Fort Collins, Loveland, and Estes Park are in
La'imer County, north ol Denver, and Longnont is inBoulder
County, west ot Derver. The key economic sectors inthis area
are meanufacturing, services, retail trade, and govermnent Hgh
technology electronics are a maior source ol enploynent, with
rmanufacturing fadilities ol Hewdett-Packard Co . Storage Tech-
nology Inc . and NCR Inc located in Ihe participant cities.
Colorado State University is another maior enployer inFort Col-
lirs The ave.age unemploynent rates far 1985 are below the
national average in both counties, but rose dlightly towerd the
end ol the year to 7 1% in Lorimer County and 6 7% inBoulder
County Total nunbers enployed remained stable

Participants Fori Estes

Colvns Longmonl  Loveland Park
1>Platte Rive' 457 26 1 225 61
PeaK demand 1985 110 59 48 114
gwn sold 1985 582 332 286 72
Population esl 1985 83.000 49.800 35.300 7.800
1984 revenue(000) 30.487 17,981 15.820 4572
Pebt serv cov (x) ° ° 580 t
Current ralio” 517t 3151 5431 NA

*No elecInc (evenue oonds oulslanding
«sCunen! assets/current liabilities
N A —Nol available

The finandial performance of the participants isgood Each
has had a positive trend inrevenues and controlled gronth ol
expenses inrecent years Ott-balance sheet debt service cov-
erage is less than 1 G0« tar dl participants because Platte River
debt service payments are subsidized through the Public Ser-
vice contract

Maria C Markham
(2121 203-1662
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