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A L A S K A  M U N I C I P A L  B O N D  B A N K  A U T H O R I T Y

The Honorable Frank Ferguson, Senator 
Alaska State Legislator 
P.O. Box V
Juneau, Alaska 99811 

Dear Senator:

Your staff has ask that 1 provide you with 
an update on the Bond Bank, and how it could 
interface with lending to communities, using a 
State back guarantee.

First an update, as you are aware the State 
currently assists the Bond Bank 'by Direct appro-, 
priation from the General Fund. These appropri­
ations are used by the Bond Bank as Reserves, to 
be used in event of default by a community. The 
Reserves generally total 10% of our outstanding 
debt, for each $1 we receive from the State we 
borrow $10 in the National Markets. In addition 
to the Reserve we have the State Moral Obligation 
supporting our issues.

The Bond Bank has an unused bonding capa­
city of approximately $180 million.

At June 30, 1985 we had available Reserves 
for future issues of $4,489,000 since that date our 
reserves have increased to approximately $8,500,000 
primarily due to defeasing prior issues.

Currently we are working toward refunding 
approximately $29,785,000 in G.O. Bonds and 
$9,405,000 in Revenue Bonds, which will use some 
of the available reserves.

March 19, 1986



Senator rrar.k Ferguron 
.'.arch If. 19S6

- age 2

The Send Bank is in a position to adnunistor 
a airec: cebt service guarantee program if adopted 
by the crate. Under such a program I don't 
believe :r.e 10% Reserve requirement would be neces­
sary, ar.a the rating on suc.h an issue mav be 
closer to that of the State, rather than that of the 
Bond Ba~k.

If I.can be of further assistance please don’t 
hesitate to call.

Sincerely,

— — * c

Perry T. Davis 
Executive Director

?TD/kjm



a s s m s & s s s g s s a s s w o B a m t w i

Pu r p o s e :

B o n d  i s s u e  Size:

S t r u c t u r e :

D i s b u r s e m e n t :

B o n d  S e c u r i t y :

S T A T S  OF A L A S K A  

P O O L E D  C A P I T A L  P R O J E C T S  P R O G R A M

T o  p r o v i d e  f i n a n c i n g  for r e v e n u e - p r o d u c i n g  

m u n i c i p a l  c a p i t a l  p r o j e c t s  that w o u l d  o t h e r w i s e  

h a v e  b e e n  fun d e d  in part, or in whole, by 

d i r e c t  g r a n t s  f r o m  the State.

C a p i t a l  p r o j e c t s  w o u l d  be i d e n t i f i e d  in a d v a n c e  

an d  l i m i t e d  to th o s e  g o v e r n m e n t a l  u n i t s  and 

their e n t e r p r i s e  a c t i v i t i e s  w h o s e  c r e d i t  is 

s u f f i c i e n t l y  s t r o n g  t hat the y ca n  fun d  part or 

all of tne d e b t  s e r v i c e  f r o m  their own 

r e v enues, if necessary.. A t t a c h e d  is a list of 

t y p i c a l  p r o j e c ts .  C r e d i t  a n a l y s i s  of each 

p r o j e c t  wil l  b e  r e v i e w e d  b y  A M B B  staff.

V a r i a b l e  rate d e m a n d  b o n d s  are i ss u e d  by a 

A l a s k a  M u n i c i p a l  B o n d  B a n d  A u t h o r i t y .  A fter 

p a y m e n t  of c o st s  of i s suance, net be n d  p r o c e e d s  

are d e p o s i t e d  w i t h  the T r u s t e e .  B ond p r o c e e d s  

are i n v e s t e d  at v a r i a b l e  i n t e r e s t  rates peg g e d 

to the rate on the b o n d s  a n d  g u a r a n t e e d  in 

a d v a n c e  by a m a j o r  bank.

V a r i a b l e  rate loans w o u l d  be issued to each 

c o m m u n i t y  to me e t  the d i s b u r s e m e n t s  as ne e d ed  

for c o n s t r u c t i o n .  T h e  rate o n  the loans w o u l d  

b e  p e g g e d  to the r at e  on the b o n d s  plu s  an n u a l 

fees. T h e  S t a t e  s h a l l  k e e p  a n y  i n t e r e s t  e a r n e d  

on bond  p r o c e e d s  to h e l p  p a y  for d e b t  service.

(1) L e t t e r  of C r e d i t  f r o m  a m ajor ban k

(2) D e b t  S e r v i c e  R e s e r v e  F u n d — f u n d e d  fro m  

b o n d  p r o c e e d s  or a c o m b i n a t i o n  of b o n d  

p r o c e e d s  and S t a t e  a p p r o p r i a t i o n s

(3) M o r a l  o b l i g a t i o n  of the State, a c c e s s e d

vi a  m a k e - u p  p r o v i s i o n  of the Debt 

S e r v i c e  R e s e r v e  F u n d

R e v e n u e s  f r o m  the r e v e n u e - p r o d u c i n g  
c a p i t a l  p r o j e c t s



S o u r c e  of: Debt

S e r v i c e  P a y m e n t  (1) Th e  S t a t e  v/ould c o n t r i b u t e  total a n n u a l

debt s e r v i c e  p a y m e n t s  for an e s t i m a t e d  

three to five y e a r s .  T hi s  m a t t e r  w o u l d  

be s u b j e c t  to n e g o t i a t i o n  wit h  the 

letter of c r e d i t  bank. A ten year 

p a y b a c k  w o u l d  b e  the o u t s i d e  limit.

k (2) R e v e n u e s  f r o m  the m u n i c i p a l  c a p i t a l

p r o j e c t s  w o u l d  b e  u s e d  for debt s e r v i c e  

p a y m e n t s  to the e x t e n t  tha t S t a te  

r e v e n u e s  ar e  no t a v a i l a b l e .

Timi n g :  T h e  J o i n t  S t a t e m e n t  i s s u e d  by S e n a t e  F i n a n c e

H o u s e  W a y s  an d  (leans a n d  the S e c r e t a r y  of the 

T r e a s u r y  on M a r c h  14, 1986 l i f t s  m a n y ' o f  the 

r e s t ri c t i o n s ,  i n c l u d i n g  a r b i t r a g e  l i m i t a t i o n s ,  

for this type of bo n d  u n t i l  S e p t e m b e r  1, 1906. 

It is i m p o r t a n t  to u s e  this "w in d o w , "  or 

f i n a n c i n g  c o s t s  w i l l  be incre a s e d .



MUNICIPAL BOND BANK PROJECTS

\ w

Ancho r ag e

P o s s i b l e  C ommun i t i e s  and P r o j e c t s  

E k l u t n a  Water 60,900.0
F a i r b a n k s U t i l i t o r  P r o j e c t 40,000.0
K e t c h i k a n Water  and Sewer 4,860.0
S o l d o t n a Water  and Sewer 2,400.0
Honer Water  and Sewer 850. 0
No r t h  P o l e ’ Wate r  and Sewer '4,500.0
Juneau Water  and Sewer 23,361.0
Kod i a k Water  and Sewer 4,720.0
P a l n e r Wat e r  and Sewer 2,754.0
B e t h e l Dock S t a b i l i z a t i o n 4,000 . 0
Wa s i 11a Wa te r  and Sewer 2,050 . 0
K e n a i Wa te r  and Sewer 1,'500.0
Ko t z e bue J a i l  F a c i l i t y 3 , 000 .0
Seward H o s p i t a l 4,000.0
Ga l e n a Wa te r  and Sewer 2,000.0
Seward M a r i n e  I n d s t ' l  Eqp . 1 ,700 . 0
Nome P e r t 4,000.0
S i  tka Hydro  E l e c t r i c 2,100.0

qCl/s
(j?, £> —

S o  T0TAL 
'~tJ '

168.7
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March 19, 1986

The Honorable Frank Ferguson, Senator 
Alaska State Legislator 
P.O. Box V
Juneau, Alaska 99811 

Dear Senator:

Your staff has ask that I provide you with 
an update on the Bond Bank, and how it could 
interface with lending to communities, using a 
State back guarantee.

First an update, as you are aware the State 
currently assists the Bond Bank "by Direct appro­
priation from the General Fund. These appropri­
ations are used by the Bond Bank as Reserves, to 
be used in event of default by a community. The 
Reserves generally total 10% of our outstanding 
debt, for each $1 we receive from the State we 
borrow $10 in the National Markets. In addition 
to the Reserve we have the State Moral Obligation 
supporting our issues.

The Bond Bank has in unused bonding capa­
city of approximately SlSO million.

At June 30, 1985 we had available Reserves 
for future issues of $4,489,000 since that date our 
reserves have increased to approximately $8,500,000 
primarily due to defeasing prior issues.

Currently we are working toward refunding 
approximately $29,785,000 in G.O. Bonds and 
59,405,000 in Revenue Bonds, which will use some 
of the available reserves.

iI
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: Bond Bank is in a position to adrninistor 
. oebt service guarantee program if adopted 
:ate. Under such a program 1 don't 
r.e 10/o Reserve requirement would be neces- 
cd the rating on such an issue mav be 
that of the State, rather than that of the 
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‘.can be of further assistance please don't 
to call.

Perry T.
Executive Director

3TD/kjm



STATE OF ALASKA 
POOLED CAPITAL PROJECTS PROGRAM

P u r p o s e :

Bond Issue size:

S t r u c t u r e :

D i s b u r s e m e n t :

B o n i S e c u r i t y:

T o  p r o v i d e  f i n a nc i n g  for r e v e n u e - p r o d u c i n g  

m u n i c i p a l  c a p i t a l  p r o j e c t s  that w o u l d  o t h e r w i s e  

h a v e  be e n  fu n d e d in part, or in whole, by 

d i r e c t  gra n t s fro m  the State.

C a p i t a l  pr o j e c t s  w o u l d  be i d e n t i f i e d  in a d v a n c e  

and l i m i t e d  to t h o s e  g o v e r n m e n t a l  u n i t s  and 

their e n t e r p r i s e  a c t i v i t i e s  w h o s e  c r e d i t  is 

s u f f i c i e n t l y  s t r o n g  t h a t  t h e y  c a n  fund par t  or 

all of the d ebt s e r v i c e  f r o m  their own 

re v enues, if n e c e s s a r y .  A t t a c h e d  is a list of 

t y p i c a l  pr o jects. C r e d i t  a n a l y s i s  of each 

p r o j e c t  w i l l  be r e v i e w e d  b y  A M B B  staff.

V a r i a b l e  rate d e m a n d  b o n d s  a r e i s s u e d  b y  a 

A l a s k a  M u n i c i p a l  B o n d  B a n d  A u t h o r i t y .  A fter 

p a y m e n t  of costs o f  i s s u a n c e ,  net bon d  p r o c e e d s  

are d e p o s i t e d  w i t h  the T r u s t e e .  Bon d  p r o c e e d s  

are i n v e s t e d  at v a r i a b l e  i n t e r e s t  r a t e s  p e g g e d  

to the rate on the b o n d s  a n d  g u a r a n t e e d  in 

a d v a n c e  by a m a j o r  bank.

V a r i a b l e  rate loans w o u l d  b e  i s su e d  to each 

c o m m u n i t y  to m eet the d i s b u r s e m e n t s  as n e e d e d  

for c o n s t r u c t i o n .  T h e  rate on the l oans w o ul d  

be p e g g e d  to the rat e  on the b o n d s  plu s  annual 

fees. T h e  S tate s h a l l  k e e p  a n y  i n t e r e s t  e a r n e d  

on b o n d  p r o c e e d s  to h e l p  p a y  for debt s e r v ic e .

(1) Le t t e r  of C r e d i t  f r o m  a m a j o r bank

(2) D e b t  S e r v i c e  R e s e r v e  F u n d — fu n d e d  from 

b o n d  p r o c e e d s  or a c o m b i n a t i o n  of bo n d  

p r o c e e d s  and S t a t e  a p p r o p r i a t i o n s

(3) M o r a l o b l i g a t i o n  of the State, a c c e s s e d

via m a k e - u p  p r o v i s i o n  of the D eb t  

S e r v i c e  R e s e r v e  F u n d

(-1) R e v e n u e s  f rom the r J / c m i e - p r o d u c i n g  
capi t a l  p r o j e c t s



Source of Debt 
Service Payment (1) T h e  s t a t e  w o u l o  c o n t r i b u t e  total a n n u a l  

deb t s e r v i c e  p a y m e n t s  for an e s t i m a t e d  

t h r e e  to five ye a r s .  T h i s  m a t t e r  w o u l d  

be s u bj e c t  to n e g o t i a t i o n  w ith the 

letter of c r e d i t  bank. A ten year 

p a y b a c k  w o u l d  b e  the o u t s i d e  limit.

(2) R e v e n u e s  f r o m  the m u n i c i p a l  c a p i t a l

p r o j e c t s  w o u l d  be u s e d  for d e b t  s e r v i c e  

p a y m e n t s  to the e x t e n t  that  S t a t e  

r e v e n u e s  ar e  n o t  a v a i l a b l e .

Timing: Th e  J o i n t  S t a t e m e n t  i s s u e d  by S e n a t e  F i n a n c e  

H o u s e  Way s  a n d  M e a n s a n d  the S e c r e t a r y  of the 

T r e a s u r y  on M a r c h  14, I960 l i f t s  m a n y ' o f  the 

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

for this type of b o n d  u n t i l  S e p t e m b e r  1, 1906. 

It is i m p o r ta n t  to us e  this "wi n d o w , "  or 

f i n a n c i n g  c o s t s  w i l l  be i nc r e a s e d .



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

Ancho r age

P o s s i b l e  C ommun i t i e s  and P r o j e c t s  

E k l u t n a  Water 60,900.0
F a i r b a n k s U t i l i t o r  P r o j e c t 40,000 . 0
K e t c h i k a n Water  and Sewer 4 , 8'50 . 0
SoJ d o tn a Water  and Sewer 2,400.0
Horner Water and Sewer 850.0
N o r t h  Pole" Water  and Sewer '4,500.0
Juneau Wate r  and Sewer 23,361.0
Kod i a k Water  and Sewer 4,720.0
P a I n e r Wate r  and Sewer 2,754.0
B e t h e l Dock S t a b i l i z a t i o n 4,000.0
W a s i l l a Water  and Sewer 2 , 050 . 0
K e n a i Wate r  and Sewer 1,500.0
Ko t z e bue J a i l  F a c i l i t y 3,000.0
Seward H o s p i t a 1 4,000 . 0

• Ga l e n a Wa te r  and Sewer 2,000.0

* Seward M a r i n e  I n d s t ' l  Eqp. 1,705.0
'b
v'r,-
?:S.~

Nome P o r t 4,000.0
yjy.

w

S l  tka Hydro  E l e c t r i c 2,100.0

t 'X K s& r.

3S5w TOTAL 168 .7
mI
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A L A S K A  M U N I C I P A L  B O N D  B A N K  A U T H O R I T Y

March 19, 1986

The Honorable Frank Ferguson, Senator 
Alaska State Legislator 
P.O. Box V
Juneau, Alaska 99811 

Dear Senator:

Your staff has ask that I provide you with 
an update on the Bond Bank, and how it could 
interface with lending to communities, using a 
State back guarantee.

First an update, as you are aware the State 
currently assists the Bond Bank -by Direct appro­
priation from the General Fund. These appropri­
ations are used by the Bond Bank as Reserves, to 
be used in event of default by a community. The 
Reserves generally total 10% of our outstanding 
debt, for each $1 we receive from the State we 
borrow $10 in the National Market.,. In addition 
to the Reserve we have the State Moral Obligation 
supporting our issues.

The Bond Bank has an unused bonding capa­
city of approximately $180 million.

At June 30, 1985 we had available Reserves 
for future issues of $4,489,000 since that date our 
reserves have increased to approximately $8,500,000 
primarily due to defeasing prior issues.

Currently we are working toward r- funding 
approximately $29,785,000 in G.O. Bonds and 
$9,405,000 in Revenue Bonds, which will use some 
of the available reserves.

; 601 WEST FIFTH AVENUE 
U SUITE 430

-V' ANCHORAGE, ALASKA 99501
V, (907) 274-7366

EXECUTIVE DIRECTOR:
PERRY T. DAVIS
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-ond Bank is in a position to udmnnsioc 
aebt service guarantee progra/n if adopted 
r.ate. Under such a program i don’t 
r.e 10% Reserve requirement would be neces- 
d the1 rating on such an issue mav be 
that of the State, rather than that of the

IK •

I f a n  be of further assistance please don't 
to call.

^ S i n c e r e l y ,

' U -

Perry T. Dav*.s 
Executive Director

P T D / k j m



STATE OF ALASKA 
POOLED CAPITAL PROJECTS PROGRAM

P u r p o s e :

B o n d  i s s u e  Size:

S t r u c t u r e :

D i s b u r s e m e n t :

Bo n d  S e c u r i t y :

T o  p r o v i d e  f i n a n c i n g  for r e v e n u e - p r o d u c i n g  

m u n i c i p a l  c a p i t a l  p r o j e c t s  that w o u l d  o t h e r w i s e  

h a v e  b e e n  fu n d e d in part, or in wh o l e ,  Lv 

d i r e c t  g r a n t s  f r o m  the State.

C a p i t a l  p r o j e c t s  w o u l d  be i d e n t i f i e d  in a d v a n c e  

a n d  l i m i t e d  to t h o s e  g o v e r n m e n t a l  u n i t s  and 

t heir e n t e r p r i s e  a c t i v i t i e s  w h o s e  c r e d i t  is 

s u f f i c i e n t l y  s t r o n g  tha t  t h e y  c a n  f und par t  or 

all of the d e b t  s e r v i c e  f r o m  their own 

re v e n u e s , if n e c e s s a r y .  A t t a c h e d  is a list of 

t y p i c a l  pro j e c t s , c r e d i t  a n a l y s i s  of each 

p r o j e c t  w i l l  be r e v i e w e d  b y  A M B B  staff.

V a r i a b l e  rate d e m a n d  b o n d s  a r e  i s s u e d  by a 

A l a s k a  M u n i c i p a l  B o n d  B a n d  A u t h o r i t y .  After 

p a y m e n t  of costs of i s s u a n c e ,  ne t b o n d  p r o c e e d s  

are d e p o s i t e d  w i t h  the T r u s t e e .  Bo n d  p r o c e e d s  

are i n v e s t e d  at v a r i a b l e  i n t e r e s t  r a t e s  p e g g e d  

to the rate on the b o n d s  a n d  g u a r a n t e e d  in 

a d v a n c e  by a m a j o r  bank.

V a r i a b l e  rate l oans w o u l d  be i s s u e d  to each 

c o m m u n i t y  to m eet the d i s b u r s e m e n t s  as nee d e d  

for c o n s t r u c t i o n .  T h e  rate on the loans w o u l d  

be p e g g e d  to the r a t e  on the b o n d s  p l u s  a nn u a l  

fees. T h e  St a t e  s h a l l  k e e p  a n y  i n t e r e s t  e a r n e d  

on b o n d  p r o c e e d s  to h e l p  p a y  for d ebt se r v i c e .

(.1) L e t t e r  of C r e d i t  f r o m  a m a j o r  b a n k

(2) D e b t  S e r v i c e  R e s e r v e  F u n d — f u n d e d  from 

bon d p r o c e e d s  or a c o m b i n a t i o n  of b o n d  

p r o c e e d s  and S t a t e  a p p r o p r i a t i o n s

(3) M o r a l  o b l i g a t i o n  of the State, a c c e s s e d

v i a  m a k e - u p  p r o v i s i o n  of the Debt 

S e r v i c e  R e s e r v e  Fun d

(4) R e v e n u e s  fro m  the r e v e n u e - p r o d u c i n g  
c a p i t al  p r o j e c t s



Source oi' Debt 
Service Payment (1) T h e  s t a t e  w o u l d  c o n t r i b u t e  total a n n u a l  

debt s e r v i c e  p a y m e n t s  for an e s t i m a t e d  

t h r e e  to five ye ar s .  T h i s  m a t t e r  w o u l d  

be s u b j e c t  to n e g o t i a t i o n  w i t h  the 

letter of c r e d i t  bank. A tan year 

p a y b a c k  w o u l d  b e  the o u t s i d e  limit.

*• (2) R e v e n u e s  f r o m  the m u n i c i p a l  c a p i t a l

p r o j e c t s  w o u l d  be u s e d  for deb t  s e r v i c e  

p a y m e n t s  to the e x t e n t  t h a t  s t a t e  

r e v e n u e s  ar e  not a v a i l a b l e .

Timi n g : T h e  J o i n t  S t a t e m e n t  i s s u e d  by S e n a t e  F i n a n c e  

H o u s e  W a y s  a n d  M e a n s  a n d  the S e c r e t a r y  of the 

T r e a s u r y  on M a r c h  14, 1986 l i f t s  m a n y  of the 

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

for this type of b o n d  u n t il  S e p t e m b e r  1, 1906. 

It is i m p o r t a n t  to us e  this " w i n d o w , "  or 

f i n a n c i n g  c o s t s  w i l l  be incre a s e d .



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

Ancho r age

P o s s i b l e  C ommun i t i e s  and P r o j e c t s  

E k l u t n a  Water 60,900.0

F a i r b a n k s U t i l i t o r  P r o j e c t
r

40,000.0

K e t c h i k a n Water  and Sewer 4,860.0

S o l d o t n a Water  and Sewer 2,400.0

Horner Wate r  and Sewer 850 .  0

No r t h  P o l e ’ Water  and Sewer '4 , 500 . 0

June au Water  and Sewer 23,361. 0

Kod i a k Water  and Sewer 4,720.0

P a l n e r Water  and Sewer 2,754.0

B e t h e l Dock S t a b i l i z a t i o n 4,000.0

W a s i l l a Wate r  and Server 2,050. 0

K e n a i Wa te r  and Sewer 1/500.0

Ko t z e b u e J a i l  F a c i l i t y 3,000.0

Seward H o s p i t a l 4,000 . 0

Ga l e n a Wate r  and Sewer 2,000.0
Seward M a r i n e  I n d s t ' l  Eqp . 1 , 700 . 0

Nome P o r t 4,000.0

S i  tka Hydro E l e c t r i c 2,100.0

TOTAL 160.7 M i l l i o n


