


S t a t e  o f  A l a s k a

o f f i c e  o f  t h e  g o v e r n o r  

J  U  S  E  A  L'

April 19, 1987

The H o n o r a b l e  B e n  G russe n d o r f  
Speaker of the House 
Alaska S tate Legis l a t u r e  
P.O. Box V 
Juneau, A K  99811

Dear R e p r e s e n t a t i v e  Grussendorf:

Under the a u t h o r i t y  of art. Ill, sec. 18, o f  the A lask a C o n­
stitution, I am transm i t t i n g  a bill chat w i l l  permit the 
state bond c o m m i t t e e  to allocate the federal v o l u m e  l i m i t a­
tion for the issua nce of tax-exempt p r ivate a c t ivity bonds 
in Alaska.

Before p a s s a g e  o f  the Tax R e f o r m  Act of 1986 (P.L. 99-514)
by Congress last year, there was a $200,000,000 limit on the 
amount of t a x - e x e m p t  i ndustrial  development b o n d s  that could 
be issued in A l a s k a  each year (26 U.S.C. 103 (n) (4)) and a 
separate $ 2 0 0 , 0 0 0 , 0 0 0  limit on the amount of tax-exempt  
mortgage s u b s i d y  bonds (not including veter ans' m o r t g a g e  
bonds) that c o u l d  be issued in Alaska each y e a r  (26 U.S.C. 
103A(g) (4)) . The Tax R e f o r m  A c t  of 1986 c o m b i n e d  those two 
amounts into a single limit w h i c h  for 1987 a n d  1988 will be 
$200,000,000 and for s u b s e q u e n t  years w i l l  decline b e l o w  
that amount. 26 U.S.C. 146(d).

In sec. 1 o f  the a t t ached bill, proposed AS 37. 15.600 gives 
the state b o n d  com mittee the authority t o  allocat e the 
$200,000,000 cap among eligi ble entities in A l a s k a ,  i n c l u d­
ing municipali ties. This changes the p r a c t i c e  e s tablished  
by Governor S h e f f i e l d ' s  N o v e m b e r  24, 1986 e x e c u t i v e  p r o c l a­
mation, w h i c h  a l l o c a t e d  the cap equally b e t w e e n  the A l a s k a  
Industrial D e v e l o p m e n t  A u t h o r i t y  (AIDA) and t h e  A l aska H o u s­
ing Finance C o r p o r a t i o n  ( A H F C ) . The a mount of tax-exempt 
bonds a c t u a l l y  is sued each y e a r  byv each of t h e  eligible e n­
tities could be g r e a t e r  than that allocated b y  the bond c o m ­
mittee b e c a u s e  of v a rio us exemptions p e r m i t t e d  by federal 
tax law. F o r  example, under 26 U.S.C. 143(1), AHFC m a y  i s­
sue $302,500,000 of t a x - e x e m p t  veterans' m o r t g a g e  bonds per  
year, which, as m e n t i o n e d  earlier, are not i n c l u d e d  in the 
$200,000,000 cap, and, under 26 U.S.C. 142, A I D A  may issue 
unlimited a m o u n t s  of t a x - e x e m p t  bonds, not i n c l u d e d  in the 
cap, for c e r t a i n  types of "exempt facilities" —  subject, of 
course, to the limitations of state law.
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AS 18.56 . 104 is r e p e a l e d  b y  sec. 2 of the b i l l .  That s t a t­
ute a l l o c ates to AHFC, u n d e r  26 U.S.C. 1 0 3 A ,  the amount of 
tax-exempt m o r t g a g e  r e v e n u e  bonds that may b e  issued in the 
state. B e c a u s e  that a l l o c a t i o n  is i n c o n s i s t e n t  with p r o­
posed AS 37. 1 5 . 6 0 0  (sec. 1 of the bill), a n d  because 26 
U.S.C. 103A i t s e l f  w a s  r e p ealed by the T a x  R e form A c t  of 
1986, AS 1 8 . 5 6 . 1 0 4  should be repealed.

Passage of t h i s  l e g i s l a t i o n  d uring this l e g i s l a t i v e  session 
is necessary to p r e serve the state's a u t h o r i t y  under 26 
U.S.C. 146(e) o v e r  bond activity allocations . Under 26 
U.S.C.146(e) (2), the g o v e r n o r ' s  authority t o  "proclaim" a 
bond activi ty a l l o c a t i o n  d i f f e r e n t  from the o n e  set under 26 
U.S.C. 146(b) and (c) t e r m i n a t e s  on December 31, 1987. In 
the absence o f  e n a c t m e n t  of a law this year, the a llocation  
formula, b y  defau l t ,  w i l l  revert to the f e d e r a l  formula, 
which a l l o c a t e s  one-h a l f  of the total v o l u m e  cap to the 
state and o n e - h a l f ,  on a per c ap ita basis, t o  other issuers 
in the s t a t e ,  i n c l uding  municipalities. 26 U.S.C. 146(b) 
and (c).

Under the f e d e r a l  formula, therefore, $125 , 0 0 0,00 0 would, 
for the m o s t  p a r t ,  be s c a t t e r e d  among the 15 0 or so m u n i c i­
pal entities o f  Alaska. B e c a u s e  of the s m a l l  p o p u l a t i o n  of 
most of t h o s e  entities, v e r y  little could b e  accomplished. 
The federally a l l o c a t e d  caps for the 113 s e c o n d  class cities 
would, for e x a m p l e ,  range fr om $113.89 f o r  K u p r e a n o f  to 
$10,225 for B e t h e l .  T he r e sult of falling u n d e r  the federal 
formula w o u l d  b e  simply to w a s t e  a large p a r t  o f  the v o l u m e  
cap in A l a s k a .  T o  preserve/tTi&\ state's a u t h o r i t y  over the 
allocation, I u r g e  y o u r  p r o m p t  /and favorable c o n s i d e r a t i o n  
of this l e g i s l a t i o n  d u r i n g  this /sesjgTorK

\  /^incertfTVv'/tJ J .

^ t e v e  Cowpe 
Governor
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R E Q U E S T :

R t / i s i o n  D a t e : ________________________
T i t l e :  I s s u a n c e  o f P r i v a t e  A c t i v i t y  
Bonds  ________

D i l l  V e r s i o n :  CS HB  285 ( F i n )  
_ _ _ _ _  P u b l i s h  Da te :  H O U S E  5 / 1 1 / 8 7

STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

S p o n s o r :  R u l e s  by Reques t  o f  G ov e rn o r  
R e q u e s t o r : ____________________________________

Agency A f f e c t e d :  Depa r tmen t  o f  Revenue 
BRU: T reasury  ____________

Components: .

EXPENDITURES/REVENUES: ( T h o u s a n d s  o f  D o l l a r s )
I

OPERATING
1 FY 87 | FY 88 I FY 89 I FY  90 I FY 91 I FY 92

J_______ 1_______ I_______ 1_____PERSONAL SERVICES
TRAVEL
CONTRACTUAL
S U P P L IE S
E Q U IP M E N T
LANDS & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

I

1 CAPITAL 1 -  1 -  1 -  1 1 -  1 -

1 REVENUE 1 -  1 -  1 -  1 1 -  1
FUNDING: (Thousands o f  D o l l a r s )
| GENERAL FUND | -  1 ~ 1 - 1 — 1 1 _

j FEDERAL FUNDS j -  1 -  1 -  1 — 1 -  1 —

I OTHER i -  1 -  1 -  1 — 1 -  1 — «

1 TOTAL 1 -  1 -  1 -  1 - 1 -  1 -

POSIT IONS:
| FULL-TIME | -  1 -  1 -  1 — 1 -  1 —

| PART-TIME | -  1 -  1 -  1 — 1 -  1 —

1 TEMPORARY 1 -  1 -  1 -  1 1 -  1 -

ANALYSIS: A t tach a s e p a r a t e  page f o r  a n a l y s i s .

P r e p a r e d  By :  M i l t  Ba rke r
D i v i s i o n :  T reasu ry

App roved  by  Commissionee-: 
Agency :  Department  o f  Reve

D i s t r i b u t i o n  (by p r e p a r e r ) : 
L e g i s l a t i v e  Finance 
L e g i s l a t i v e  Sponsor 
R e q u e s t o r
O f f i c e  o f  Management and Budge t  
Im pac ted  Agency( ies )
S e n a t e  S e c r e t a r y

P h o n e :  4 6 5 - 2 3 5 0
D a t e :  A p r i l  1 6 .  1987  

D a t e :  ______________________ / * ..
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