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S  T  A T  It t )  P  A  l. A  H U A
O f f i c e  O f  T H [  O O V C I t N O M  

■ l U K R A U

January 9, 1989

The Honorable Tim Kelly 
President of the Senate 
Alaska State Leaislature 
P.O. Box V 
Juneau, AK 99811
Dear Senator Kelly:
Under the authority of art. Ill, sec. 18, of the Alaska
Constitution, I am transmitting a bill relating to the 
issuance of private activity bonds.
The bill provides permanent authority for the state bond 
committee to allocate the private activity bond volume limit 
for Alaska. The bond committee was assigned this responsi­
bility by ch. 81, SLA 1987. However, sec. 3 of ch. 81
repeals the committee's authority as of January 1, 1990.
The attached bill would place, in statute, the temporary 
language that was enacted in sec. 1, ch. 81, SLA 1987.
The private activity bond limit for Alaska under current 
federal law is $150,000,000 each year. This limit on the 
amount of certain types of debt that can be issued as
tax-exempt applies to Alaska Student Loan Corporation bonds,
Alaska Housing Finance Corporation's first-time home buyer 
bonds, bonds for most Alaska Power Authority projects, and 
possibly certain bonds that would be issued by the Alaska 
Industrial Development and Export Authority or municipali­
ties.
Legislation needs to be enacted in 1989 to avoid any hiatus 
in the authority of the State to allocate the volume limit. 
Failure to do so would cause the allocation to revert to
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federal law. Federal law mandates a fixed percentage allo­
cation to municipalities. It is unlikely that municipal­
ities would use all or even a significant portion of their 
limit. They have used none of the limit so far. Thus, an 
absence of legislation could cause significant amounts of 
state debt to be issued without tax exemption. This would 
increase needlessly the interest costs on such debt.
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CALENDAR
YEAR

1 9 8 6

1 9 8 7

1 9 8 8

TOTAL
CAR

1 2 5 0 .0 0 0 .0 0 0

1 2 5 0 .0 0 0 .0 0 0

1 1 5 0 .0 0 0 .0 0 0

All FC
APA
ASLC

ALASKA PRIVATE ACTIVITT BOND VOLUME CAP 

ALLOCATIONS, USE AND CARRYFORWARDS FROM INCEPTION

ALLOCATION

1 1 2 5 .0 0 0 .0 0 0  TO A1IFC
1 1 2 5 .0 0 0 .0 0 0  TO ALL OTHER USERS

10

10

1 9 8 9
( t o  d a t e )  1 1 5 0 ,0 0 0 ,0 0 0  ________

TOTAL 1 8 0 0 ,0 0 0 ,0 0 0  1 2 5 0 ,0 0 0 ,0 0 0

10

USE

1 1 4 .7 8 0 .0 0 0  BY AIDEA 

1 5 0 ,0 0 0 ,0 0 0  BY AHFC

10

1 8 3 .7 9 5 .0 0 0  BY ASLC 

 10
1 1 4 8 ,5 7 5 .0 0 0  

UNUSED CARRYFORWARDS
1 2 6 0 .5 9 0 .0 0 0
1 1 4 4 .4 1 0 .0 0 0  (FOR SPECIFICALLY NAHED PROJECTS) 

1 9 6 ,4 2 5 ,0 0 0

TOTAL 1 5 0 1 ,4 2 5 ,0 0 0
SPECIAL NOTE

CARRYFORWARD *•

1 1 2 5 .0 0 0 .0 0 0  FOR AIIFC *•
1 1 1 0 .2 2 0 .0 0 0  FOR STUDENT 

LOAN BONDS

1 1 8 5 .5 9 0 .0 0 0  TO ANFC 
1 6 4 ,4 1 0 ,0 0 0  TO APA FOR

POWER PROJECTS

1 8 0 .0 0 0 .0 0 0  TO APA FOR 
SNETTISIIAM

1 7 0 .0 0 0 .0 0 0  FOR STUDENT 
LOAN BONDS

1 6 3 5 ,2 2 0 ,0 0 0

An IRS r u l i n g  c o n c e r n in g  o f  t h e  1 9 8 6  c a r r y f o r w a r d  f o r  s t u d e n t  lo a n  b o n d s I s  p e n d in g .  An u n f a v o r a b le  r u l in g  c o u ld  c a u s e  t h e  1 9 8 6  
c a r r y f o r w a r d  t o  b e c o a e  u n u a e a b le .  In  t h a t  c a s e  a  1 9 8 8  bond I s s u e  o f  t h e  A la sk a  S t u d e n t  Loan C o r p o r a t io n  ("ASLC") w o u ld  u s e  1 8 3 , 7 9 5 , 0 0 0  
t h e  1 9 0 8  c a p ,  l e a v i n g  1 6 6 ,2 0 5 ,0 0 0  t o  c a r r y  fo r w a r d  f o r  APA t o  p u r c h a s e  S n e t t l a h a * .  A r u l i n g  w h ic h  d id  t h a t  w o u ld  r e d u c e  u n u s e d  
c a r r y f o r w a r d a  t o  t h e  f o l l o w i n g  a n o u n ta :

o f

ANFC
APA
ASLC

1 2 6 0 .5 9 0 .0 0 0
1 1 3 0 .6 1 5 .0 0 0  10

TOTAL 1 3 9 1 ,2 0 5 ,0 0 0

C a r r y fo r w a r d a  e x p i r e  a f t e r  t h r e e  c a le n d a r  y e a r s .
NOTES

/  v " r a * w  m i i n u a i  / v u i d .
U n d er c u r r e n t  F e d e r a l  la w  ANFC w i l l  n o t  be a b l e  t o  la a u e  t a x - c x e a o t  bonda f o r  f l r n t  r i n .  i.

3- »• « • »   « »     % . i m -

■ d x t M  f c o R .  2 - ( " 8 8



^ ■ 5
4670 1986 Code— Subtitle A, Ch. IB , Part IV A

Am endm ent* the reatunablv anlicipairtl to il ol the rontliutnon, irtun
P L  100-647 4 5053(a) •ifutnuti. ot ithab iliU liun  ul the facility involved

•Act 5 0 3 JU I imvndcd Code S<c 115 l.y r rd n .|0. | . n i  <D» S u t i jw u u p h  (A> jh . ll  nut apply to any bond ittuM  
tubieuion (d ) a i tubstctiun <t) altar Iif<rfnli*f J l ,  I'AJV, jn i l  th ill not apply un lf it il is

_  . , ,  . . .  . . .  _  «. . reasonably c ijw rtril ta t the lime o tiu u a n c c u llh e  bond! that
J J o r  *  effective d a te . m « A ct S*«. 5 0 3 1 (0 .  lh,  U c l.iy  w.ll b« pUc«U in w rv tc .b clo e* January I, IW I

.  . . .  . .  . (J) REFUNDINGS — The amendment! made by ihu  tec nun
Act Sec 3037(c) p ro vtd ... thall not ajiply m  any bond ittun l to telundiue whirh it nan

W l E H t r n v i D t n —  , o laM .icvo lb o n d iittu cd lo ie lo n d lab o n d ittu ed tw lO ff Ju ly
( I )  I n  hi.Nf.RAl — The <mcndmenti nude by thit teciion IS , 4UH8. if—

th ill apply toubli.anont ittued tite r Ociubei J l .  I jW t  the avenue maturity dele of the ittue ol which the
( J )  EXCEPTION nut CONfTRlcriON OH BINDING AGREE refunding bond it a part it not later rhan the average

m ent — • , t; m aturity dale of the bondt to be refunded by such issue,
(A )  The arnendmenlt made by th it trctlon thall not apply (B )  the trnount nl the refumlmil bond doet not eaceed the

to bondt (other than tefundin* bondtr with tetpetl to a outttandin. amount ol the relunded bond, and
facility-- (C ) the proccedt ol the refundin. bontl at* utetl to redeem

liH l )  the original u k  of which be.int with thr tatpayer. the relunded bond not later than 00 ilayt alter the date ol the
and the conttrucnon. recuntituciiun, or rehabilitation ol muance ol the refundin. bond
which be.an before Ju ly  M . I9SB, and wat completed on ut .. , . .  n>..
. r . . , . „ . h , i , . .  ... hot purpotetof subparagraph (A ), avera.e maturity thall be

, determined in accordance with teciion I47 lb l ol the 1966
( I I ) ih r o r i . in a l  uteol w hichbe.m t with the taapayer and to i jt  v

with retpecl to which a bm din. contract to incur ti.n ificant '
etpendituret I or conttrucnon, reconttruction, or rehabilna. ** *-. 99-314 }  1301(b).
tion wat entered into belore Ju ly  14, 1VH8. and tomeol tuch A ct Sec. 1301(b) amended Part IV  of tubchipter B  ol
eapendnuret are incurred on or alter tuch dale, and • chapter I  by addin. Cutle Se t 145 to read at above.

in  l deter,bed in an inducement revolution or other compa- For teat ol Part IV  ol tubchipter B  ol chapter I prior to
table preliminary approval adopted by an ittu in . authority amendment tee the amendment note! lor Code Sec 111.
tor by a inter referendum! before Ju ly  14, 1088 „ T he  above am endm ent ap p lie . generally to  bondt
For purpovetol the preceding lenience, the term ' u .m firam  iu u e d  after Auguat 15, 1986. H o w tv e r , lor tranatttonal
etpendituret" meant etpendituret greater than lOpercenl of rulea, tee A ct Sect. 1313-1318 fo llow ing  Code Sec. 103.

• [Sec. 146)
SE C . 146. V O L U M E  C A P .

[Section 146(a)]
(a ) GENERAL r i l e .— A p r iva te  a c t iv ity  bond issued a s  part of an  issue m e ets  th e  req u irem en ts of 

th is section  i f  th e aggregate  face am oun t of th e p r iva te  a c t iv ity  bonds issued pu rsuan t to  such issu e, when  
ad d ed  to the aggregate  face am ou n t of tax -exem p t priva te  a c t iv ity  bonds prev iou sly  issu ed  b y  th e issu ing  
au th ority  during th e calend ar y ea r , does not exceed  su ch  a u th o rity 's  vo lu m e ca p  for su ch  ca len d ar  year.

[Sec. 146(b))
tb) Vo l u m e  Cap  for St a t e  Ag e n c ie s  — For purposes of this section—

(1 )  In  GENERAL.— T h e volume cap for any agency of the State authorized to  issue tax-exempt 
private activity bonds for any calendar year shall be 50 percent of the State c e ilin g  for such calendar 
year.

(2 )  S p e c ia l  r u l e  w h e r e  s t a t e  h a s  m o r e  t h a n  1 a g e n c y .— I f m ore th a n  I a g en cy  o f the 
S ta te  is auth orized  to issu e tax-exem p t p r iv a te  a c t iv ity  bonds, a ll such a g e n c ie s  sh a ll be trea ted  a s  a  
single agen cy .

[Sec. 146(c)]
(c ) Vo l u m e  C a p  fo r  Ot h e r  Is s u e r s .— For purposes o f th is sec tio n —

(1) IN GENERAL.— The volume cap for any issuing authority (other than a State agency) for any 
calendar year shall be an amount which bears the same ratio to 50 percent of the State ceiling for 
such calendar year as—

(A) the population of the jurisdiction of such issuing authority, bears to
(B ) the population of the entire State. y. ,

(2 )  OVERLAPPING JURISDICTIONS.— For purposes of paragraph (D tA ) , if  an  area  is w ith in  the  
jurisdiction  of 2  or more govern m en ta l u n its , su ch  area sh a ll be trea ted  ;ts o n ly  w ith in  the jur isd iction  
of the un it havinR jurisd iction  over th e sm allest geograp h ica l area u n less su ch  un it a g rees to  
surrender a ll or part o f such jurisd iction  for such ca len d ar  year  to  th e  u n it  w ith  o verlap p in g  
jurisdiction  w h ich has the next sm allest geograp hica l area.

Sec. 146 0 1 9 8 8 , Commerce C learing House, Inc.
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im paled im i ul <iit cuntifuciiun. rerun 

italiun ul il.f lariluv intuit rO 
*1 1 AI th tll mil •(>(•<v lu any tairtil itturil 

I. I9H9, mil tinII nui applt un ltti il it 
O it l  ih riittico l ittuenraut ihabom tiihe i 
p laced in *»rt«*  baioraJanuary I. I W )  
i  — Thr amrndm rnu made by inn  trtlinn 
my bund ittucd to rrlund iu r *h ith  n pu t 
iu iw I lo rd u n d ia  bund inucd txlorc Ju ly

maturity datr ul lh« ntur ul w hiih ihr 
• t  | it i l it nut It ie r inan Ihe i n  rant 
“ r bunds lu bt refunded by suth issue, 
d the relundmg bond does r- ' eueed the 

i l  ul ihe refunded bund, and 
ul the relundmg bond a ir u ,d  lo tedeem 

not laier than m d iy t  alter ihe date ul the 
mdmg bond
tiparegraphlAt, a trragr m aiub iv  thtll br 
uidance with tetimn I tiiln  ul ihe IVBA

31(b):
b) amended Pad  IV  ul subchapter B  ul 
i*  Code Sec M S lo read at above 
l IV  ol tubchapicr B  ul rh ipter I prior lu 
t amendment notet lor Code See 141 

nendm ent applie* generally to  bondt 
;u it 1). 1986 H ow ever, (or transitional 
ci. 1112-1318 fo llow ing Code Sec. 103.

an issue meets the requirements of 
■ issued pursuant to such issue, when 
mds previously issued by the issuing 
volume cap for such calendar year.

ection—
•tate authorized to issue tax-exempt 
of the State ceiling for such calendar

vCY.— If more than I agency of the 
ill such agencies shall be treated as a

tion—
t (other than a State agency) for any 
o 50 percent of the State ceiling for

athority, bears to

raph ( IX A ), if Jn area is  w ith in  the  
reatcd a so n ly  w ith in  the jurisd iction  
al area unless such unit agrees to  
year to  the u n it w ith overlap p in g

), Commerce Clearing H ouse, Inc.

(Sec. M W d)|
111) M A IL  IT  II TNG — For putpusrs o l tin* ««ction —

11 1 In  GENERAL — T h e S ta te  i t i l in g  ap p lica b le  lo  a n y  S ta ir  lor ans < .sim ilar  sear shall hr ihr  greater u l—
(A ) an am ount eq u a l to  $75 m u ltip lied  by ih r  S ta te  p op u lation , ur 
l  B ) $2  JO,0 0 0 ,0 0 0

Subparagraph I 111 shall not a p p ly  to  a n y  fiossession  ol th e  U n ited  S la tes
(2 t  ADJUSTMENT AFTER 1087 — In  th e case  o l calendar yea rs alter  l'*87, paragraph  1 1 » *hall hr a p p lied  b y  su b stitu tin g —

(A )  “$ 5 0 "  for " $75" . and
<Bi " $ 15 0 ,0 0 0 ,UOO" for " $ 2 5 0 .0 0 0 ,(XX)"

(3 )  S p e c ia l  r i  l e  fo r  s t a t e s  w it h  c o n s t it u t io n a l  h o m e  r o l e  c it ie s  — For purposes o f  th is  section —
(A l In  GENERAL — T he vo lu m e ca p  for an y  co n stitu tio n a l hom r rule c ity  for a n y  calend ar  

year shall b r d e ie r  m ined  under paragraph 1 1) o f su b section  ( c l  by su b stitu tin g  " 1 0 0  percent"  (or " 50  percent".
(B ) Co o r d in a t io n  WITH OTHER a l l o c a t io n s  — 111 th e casr  Ol a n y  S ta te  w h ich  co n ta in s  I 

or m ore co n stitu tio n a l hom e rule c itie s , for purposes of a p p ly in g  su b section  i and ic )  w ith  
respect to  issu in g  a u th o rities  in su ch  S ta te  other th a n  co n stitu tio n a l h om e fL.u c ities , th e S ta te  
ceilin g  for an y  calendar year shall be reduced by the a ggregate  volum e ca p s d eterm in ed  for such  
year for all co n stitu tio n a l hom e rule c itie s  in such S ta le

tC )  Co n s t it l t io n a l  h o m e  r i l e  c it y  — For pu rp oses of th is  sec tio n , th e  term  
"con stitu tion a l hom e rule c ity "  m eans, w ith  resp ect to  a n y  ca len d a r  year, a n y  p o litica l 
su bd ivision  ol a S la te  w hich, under a S la te  co n stitu tio n  w h ich w as a d o p ted  in 19 7 0  and e l l . ‘C live  
on J u ly  1 , 1971 , had hom e rule pow ers on th e  1st d a y  of the calendar y ea r
<41 SPECIAL RULE FOR POSSESSIONS WITH POPULATIONS OF LESS THAN THE POPULATION O F THE 

LEAST POPl LOUS STATE —
(A> IN g e n e r a l  — If the pop u lation  of an y  possession of th e  U n ited  S ta te s  for a n y  c a len d a r  

year  is less th an  th e pop ulation  o f th e lea st populous S ta te  io ther th a n  a possession ) for such  
ca len d ar y ea r , th e lim ita tio n  u n der paragraph i l P A l  sh a ll not b e  less th a n  the am ou n t  
determ ined  under subparagraph IB ) for su ch  ca len d ar  year

<B> LIMITATION.— T he lim ita tio n  d eterm in ed  under th is su bp aragraph , w ith  resp ect to a 
possession, tor a n y  ca len d ar  yea* is  an  am ou n t eq u a l to  th e product of—

(i)  th e  fraction —
( I )  th e nu m erator o i w h ich  is  th e am ou n t a p p licab le  u n der paragraph t l i ( B )  for 

such ca len d ar  year, and
t i l )  the d en om in ator o f w h ich  is the S ta te  pop ulation  of th e  least populous S ta te  

(o ther than  a possession ) for su ch  ca len d ar  y ea r , an d
(ii) the population of such possession for such calendar year.
Am endm ents T he  above amendm ent is effective as if  included in  the

P .L .  100-647, 4 10I3MX40): provision of ihe T a x  Relorm  A c t  o f 1986 ( P .L .  99-514) to
Act Sec. 1013- a »40) amended Cude Sec t4 6 d 'g 4 x B (b y  w hich  it  relates, 

unking rut "w ith  respect a poisession"  and msrrtir.g m lieu 
thereof "w ith  respect to a pusseswon".

(Sec. 146(e))
<e) S t a t e  M a y  P r o v id e  f o r  D i f f e r e n t  A l l o c a t i o n . — For purposes of this section—

11) IN GENERAL.— Except as provided in paragraph (3). a State may, by law provide a different 
formula for allocating the State ceiling among the governmental units (or other authorities) in such 
State having authority to issue tax-exempt private activity bonds. ,

(2 )  I n t e r im  a u t h o r it y  fo r  g o v e r n o r .—
(A ) I n GENERAL.— Except as otherwise provided in paragraph (3), the Governor of any 

State may proclaim a different formula for allocating the State ceiling among the governmental 
units tor other authorities) in such State hav.ng authority to issue private activity bonds.

Sec. 146(e)Internal Revenue Code



4672 1986 Code— Subtitle A, Ch. IB, Part IV A

I I I )  T F R M IN M IO N  O f U  T H O R IT Y  - 1 h r a u th o r ity  p ro v id e d  in  su b p a rag ra p h  l A )  'h a l l  not 
a p p ly  lu  bund* issued a lte r  Ih r  e a r lie r  o l—

11) the la tt d av  ul th e l i t  calendar year a lter  1 9 8 6 during w hich the legislature of the  
S ta te  m et in regular te u to n , ur

t in  (h e e ffec tiv e  iJ a icu l any State  leg isla tion  w ith  respect to  the a llo c a tio n o f th e  S ta te  
ceiling

(J )  ST A T E  MS) N u r  A LT ER  ALLO C A TIO N  TO C O N ST IT U T IO N  At. MOMF. R U L E  C IT I E S — E xcep t as 
otherw ise provided in a S ta le  co n stitu tio n a l a m en d m en t tor law rh.m gtng the hom e rule provision  
adop ted  in the m anner provided by th e S ta le  co n stitu tio n ), the au th ority  provided in th is su bsection  
shall noi apply lo  lh a i portion of the S ta le  ceilin g  w hirh is a llocated  to  a n y  con stitu tion a l hom e rule 
c iiy  in the S ta le  un less such c ity  agrees lu  such d ilfe ic n t  a llocation .

[S ec . 146(01
<f) E lf.c t ia e  C arryfo rw  ARP OF L's u s f d  t . im it a t io n  fo r  Sr e c ih e d  PURPOSE.—

11) In  g i .n e r .al.— I f—
(A ) an  issuing au th ority 's so lu m c ca p  for an y  ca len d ar  year a fter  1986, exceed s  
(ft i t  he aggregate am ount o f ta x  exem p t p r iv a te  a c tiv ity  bonds issued during slieh ca len d ar  

year by such auth ority .
surh auth ority  m ay  elect to trea t j II (or an y  p o ru o n i of tuch  excess as a carryforw ard for I or more 
carryforw ard purposes

t2 )  ELECTION MUST id e n t i f y  PURPOSE— Ir. any e lection  under paragraph (1 ), the issu ing  
au th ority  sh a ll—

(A ) id en tify  th e purpose for which th e carryforw ard is e lected , and
t i l l  sp ec ify  the (toriion of the ex cess described in paragraph ( I )  which is to  he a 

carry forward for each such purpose
f.T) I 'S F . OF CARRYFORWARD —

I A ) I s  g e n e r a l — If an y  issu ing a u th o rity  e le c ts  a carryforw ard under paragraph (1 )  w ith  
respect to  a n y  carryforw ard purpose, an y  p r iva te  a c t iv ity  bonds issued b y  such au th ority  w ith  
respect to such purpose during th e  3 ca lend ar y ea rs follow ing the calend ar year in w h ich the  
carryforw ard arose shall not be tak en  in to  accou n t under su bsection  fa ) to the ex ten t th e  am oun t  
of such bond* does not exceed  th e am ount of th e carryforw ard e lected  for such purpose.

(B ) ORDER IN w h ic h  c a r r y f o r w a r d  u s e d — C arryforw ards e lected  w ith  respect to  a n y  
purpose shall be used in th e order of the ca len d ar  years in w hich th e y  arose.
14 1 ELECTION — A ny e lectio n  under th is  paragraph (an d  any id en tifica tion  or sp ec ifica tio n  

con ta in ed  th erein /, once m ade, shall be irrevocable.
(5 )  Ca r r y f o r w a r d  p u r p o s e  — T he term  "carryforw ard purpose" m eans—

(A I th e purpose of issu ing  exem p t fa c ili iv  bonds describ ed  in 1 of the paragraphs of section  
H 2 (a j.

(B l th e purpose of issu in g  q u a lified  m ortgage bonds or m ortgage credit cer tifica tes ,
(C ) th e purpose of issu in g  q u a lified  stu d en t loan bonds, and
(D )  the purpose of issu ing  q u a lified  red evelop m en t bonds.

Amendments (A )  the purpose of issuing bondt referred to in one of the
P.L. 100-6*7,5IO I3 (aX9 ) clauses of tccnon 14 ltd  X 1M A>.

Act Sec I0 I J u m 9 i amended Code Sec. 146tlX5XA) lo .  F ° r  ,h « ? , , e  of ,h f  ,b o ve  •m endm ent. see
read as abo\e Prior to amendmeni, Code Sec I46<(m5MA) ^ ct Sec* 10631(c), below,
read ai lollowi P.L. 100*203. § 10631(c):

t.\i the purpote of the m uinc exempl facility bonds A c t  Sec. 10631(c) providei:
dctcribed in I of the paragraphs of section 142(a), (Cj EFFECTIVE D U E  —

T he  above am endm ent is effective as if included in  the , | )  j N g e n e r a l — E xcept at otherwise provided in this
provision of the T ax  Refo rm  A c t of 1986 (P.L. 99-514) to  tubtcction. the amendments made by thit tection thall apply
which it relates. t0 bondt istued alter October I J .  1987 (other than bondt
P.L. 100-303. ? 10631(b): issued lu refund bondt istued on or before tuch date).

Act Sec ICCdllb) amended Cute Sec I t r . IR jh M t o r e a d  (2 ) BINDING AGREEMENTS— The amendment* made by
as above Priortoamemlmenl.Code Sec. 146tl)<5xA)rcJdas thit tection shall not apply to bondt (other than advance
follows: refunding bondt) with retpect to a facility acquired after

S6C. 146(f) 01988, Commerce Clearing H ouse, Inc.
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