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SENATE BILL NO., 85 e [PRIVATE ACTIVITY BONDS]
"An Act. relating, to the issuance of private activity bonds; and providing
for an effective date."
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STATE OF ALASKA BILL VERSION: SB 85 (a)
1989 LEGISLATIVE SESSION PUBLISH DATE: = 1/Q/8Q

FISCAL NOTE

REQUEST:

Revision Date:  _ Agency Affected: Community s Regional Affairs
T;:p;""A1 act..i1ssuance or private BRU:

activity bonds.."

Sponsor :  Rules Committee Components
Requestor: Governor

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY %4

PERSONAL SERVICES
TRAVEL
COI'TTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING -0- -0- -0- -u- -0- -0-

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERALFUND -0- -0- -0- -0- -0- -0-
FEDERAL FUNDS

OTHER

TOTAL -u- -0- -0- -u- -u- -0-

POSITIONS:

FULL-TIME -0- -0- -0- -0- -0- -0-
PART-TIME
TEMPORARY

ANALYSIS :  (Attach a separate page if necessary)

Prepared by : Jini/Plasmary,—- deputy Pirector Phone:. 465-4750

Division :  MEnicipall/&Z Regional Assistance Date: rie b TV

Approved by Commissionfer: Dale

. Z M M.
Agency:  Community”? rional Atrairs

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency (ies) pege—L— of —
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STATE OF ALASKA Bill Version:___ SB 8 (b)
1988 LEGISLATIVE SESSION Publish Date: 1/9/89
FISCAL NOTE
REQMSXI .
Revision Date: Agency Affected: Department of Revenue
Title: Issuance of Private Activity BRU: Treasury
Bonds
Sponsor: Rules Components:

Requestor: Governor

EXPENDITURES/REVENUES:  (Thousands of Dollars)
I FYy 88 I1FY 8 I FY 9 I FY 91 IFY 92 1FY 93
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ANALYSIS: Attach a separate page for analysis.

Prepared By: Hilt Barker m Phone: 465-2350
Division: Treasury / Date: November 1. 1988
Approved by Commissioner:— "~ [M j1I . i pate: /1717 < 7
Agency: Department of RevenuF ]( 7/

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Hanagement and Budget
Impacted Agency(ies) page 1 of 1
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« STEVE COWPEH

{+ '"CDVtBNOFI

S tate or A laska
OFFICE OF THE SOVCBNOR

JD 1t BAD

January 9, 1989

The Honorable Tim Kelly
President of the Senate
Alaska State Legislature
P.0. Box V

Juneau, AK 99811

Dear Senator Kelly:

Under the authority of art. |I11l, 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. 381
repeals the committee"s authority as of January 1, 1990,.
The attached bill would place, 1in statute, the temporary
language that was enacted in sec. 1, ch. 81, SLA 1987.

The private activity bond 1limit for Alaska under current
federal law 1is $150,000,000 each year. This limit on the
amount of certain types of debt that can be 1issued 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



The Honorable Tim Kelly Page 2

federal law* Federal law mandates a fixed percentage alio-
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 1issued without tax exemption. This would

increase needlessly the interest costs on such debt.

I urge your support of this measure/. -V

Sijpcrerely

"tfve Cowper
Governor

<p
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ALASKA PRIVATE ACTIVITT BOND VOLUME CAP
ALLOCATIONS, USE AND CARRYFORWARDS FROM INCEPTION

CALENDAR TOTAL

YEAR CAP ALLOCATION USE CARRYFORWARD $¢
1986 $250,000,000 125,000,000 TO AllFC 12 AlIFC 2-
%125,000,000 TO ALL OTLER USERS $14,780,000 DY ALDEA %118'888'888 % STUSENT
LOAN BONDS
1987 $250,000,000 R0 $50,000,000 BY AlIFC $183,590,000 TO AJIFC 3-
$64,410,000 TO APA FR
POARR PROJECTS
1988 $150,000,000 0 90 $80,000,000 TO APA FOR
SNETTISIIAM
$83,795,000 BY ASLC $70,000,000 FOR STUDENT
1989 LOAN BONDS
(to date) $150.000,000 0 $0
TOTAL $800,000,000 $250,000,000 $148,575,000 $635,220,000

UNUSED CARRYFORWARDS

AlIFC %260,590,000
APA 144,410,000 (FOR SPECIFICALLY NAMVED PROJECTS)
ASLC $96,425,000
TOTAL $501,425,000

SPECIAL NOTE

An RS ruling conceming of the 19B6 carryforward for student loan bonds lo pending. An unfavorable ruling could cause Che 1986
carryforward™ to become Unuaeable. In that case a 1988 bond Issue of the Alaska Student Loan Corporation (ASLC'Q would use $83,795,000 of
the 1988 ca Ieav”égf(?l?g,ZIOS,OOO to tcarry forward for APA to purchase Snettlshom. A ruling which did that would reduce unused

carryforwards to t ng amounts:
AlIFC %260,590,000
APA 130,613,000
ASLC 0

TOTAL $391,205,000

. NOTES
1. Carryforwards expire after three calendar years.
Under current Federal law AIFC will not be able to Issue tax-exempt bonds for first time hooe-buyera after December 31 1989
No entity other than those Identified In the tables has ever applied for an allocation of the private activity bond cap.
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Amendment*
P.L. 100-647. §5053(a):

Aci Sec. 5053(a) amended Code Sec. 145 Py ledengnatin*
subjection <d) as subjection (e()i.

~ . g, <n<v,
Act aec. susj(cj Brovi&es: '

tc) Effective Date— | .

(1) IN GENERAL—The amendments made by this section
shall'apply to obligations issued alter October 21. 1988
méZn)tlE_XCEIPT:IO.N FOR CONSTRUCTI.ON f:R. BINDING AGREE-

(A) The amendments made by this section shall not apply
to bonds (other than refunding bonds) with respect to a
facilit

gx?’ the ori?ina_l use of which begins with the _taxpaR/er
arh the construction, reconstiucuon, or rehabi |tatdo al
which begap before July H, 1988, and was completed on or

til) theori iﬁal use of which begins with the taapayer and
with rgst%ect ?Whlchabmnmg contract to incur si mglﬁant
espenditures for construction, reconstruction, ur renabilua-
lion was entered intu before July 14, 1988, and some ol such
expenditures are incurred on or alter such dale, and

(ii) described in an inducement resolution or other comtpa-
rable preliminary approval adopied by an issuing authority
@r by a voter re erenduny hefore July 14, 1988. »

0r purposes oi the preceding sentence, the term "sigmfirant
expenditures” means expenditures greater than i0 percent of

; [Sec.
SEC. 146. VOLUME CAP.

1986 Code— Subtitle A Ch. IB, Part IVA

- the reasonabl antici[)_ated cost of the construction, recon-

struction. or réhabilitation ol the facility involved
B) Subparagraph (A) <hall not apply to any bond Kiued
*‘,€(r )I,cg?#]l*__'gJ*P Ig«&fand sh?llpﬁo¥ agBIyyurbless it IS
reasonably esjiected tat the time ol issuance ot the bond |that
- I(\]»I ’;‘* P"c%l in serv&ce lielore Jangar)a _1.|190_0
. >>h>t>ﬁ) not aH %I[))/ toGaSnY bor?da {Qseu%ﬂ 8 %?t?r]l?]dl%r mné ﬁ%'é)r?
of a scries ol bonds issted to relundi a bend issued before July
15,1988, it—
(A) e averJ<e

mrefunding bond

dlle O( th( mue ul whiEh ,h(

is a pail IS not later than the average

maturity date ol the bonds to be retuniled ysuch issue,

(B) tﬁe amount of the refunding bond does not exceed the
outstanding amuunt of the refunded hond, and

(C) the proceeds of the rrfundin% bond are used to redeem
the relunded bond not later than 90diys alter the date ot the
Issuance ol the refunding bond.

for purposesot subparagraph 1A). average marurity shall-be
derermincd in accordance with section 14F(b> of the 1986

' *
99-514, § 1301(h):
Aci Sec. 1301(b) amended Part IV ol subchapter B of
«chapter 1 by adding Code Sec. 145 to read as above.

For text ol Part IV of subchapter B of chapter | prior to
amendment see the amendment notes for Code Sec. 141,

_ The above amendment applies generally to_bends
issued after August 15. 1986. However, for transitional
rulea, see Act Secs, 1312-1318 following Code Sec. 103.

146)

[Section 146(a)]

(@) GENERAL Rute.— A private activity bond issued as part of an issue meets the requirements of
this section ii the aggre?ate face amount of the private activity bonds issued pursuant to such issue, when

added to Iht aggregate

ace amount of tax-exempt private activity bonds previously issued by the issuing

authority dur.ng the calendar year, does not exceed such authority's volume cap for such calendar year.

. [Sec. 146(b)]
(b) Volume Cap for State Agencies.— For purposes of this section—

(1) In GENERAL.— 'The volume cap for any agency of the State authorized to issue tax-exempt
private activity bonds for any calendar year shall be 30 percent of the State ceiling for such calendar

year.

(2) Special rule where state has more than lagency— If more than 1agency oi the
Stale is authorized to issue tax-exempt private activity bonds, all such agencies shall be treated as a

single agency. *

[Sec. 146(c)]
') Volume Cap for Other Issuers.— For purposes of this section—

(1) In CENERAL.— 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 30 percent of the State ceiling for

such calendar year as—
(A)
IB) the population of the entire State.

o 52) Overlapping jurisdictions.— For purposes of
jurisdiction of 2 or more governmental units, such area sha

the population of the jurisdiction of such issuing authority, bears to

Faragraphél)tA), if an area is within the
I be treated as only within the jurisdiction

of the unit having jurisdiction over the smallest geo?raphical area unless such unit agrees to

surrender all or part of such jurisdiction for such ca

endar year to the unit with overlapping

jurisdiction which has the next smallest geographical area.

Sec. 146

'31988, Commerce Clearing House. Inc.
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Income Tax— Volume Cap 4671

(Sec. 146(d)|
(tl) State Ceiling.— For purposes of this section.—

t(1) Ifn GENERAL.— The Slate ceiling applicable to any State for any calendar year shall he the
greater of—

(A) an amount equal to $75 multiplied by the State population, or
1B> $250,000,000.

Subparagraph (B) shall not apply to any possession of the United States.

_(ZJ ADJUSTMENT after 1987.— In the case of calendar years after 1987, paragraph 11) shall be
applied by substituting—

(A) "$50" for "$75". and
(8) "$150,000,000" for "5250,000.000".

(3) Special rule for states with constitutional home rule cities.— For purposes of this
section—

(A) INgeneral.—The volume cap for angl constitutional home rule city for any calendar
(1) ofs

year shall be determined under paragraph (1 ubsection (cl by substituting "1,00 percent” for
'50 percent".

(B)Coordination WITH other allocations.— In the case of any State \k-ch contains |
or more constitutional home rule cities, for purposes of applying subsections tbl and tc) with
respect to issuing authorities in such State other than constitutional home rule cities, the State
ceiling for any calendar year shall be reduced by the aggregate volume caps determined for such
year for all constitutional home rule Cities in such State.

(C) CONSTITUTIONAL home RULE city — For purposes of this section, the term
“constitutional home rule city" means, with respect to any calendar ..ear any political
subdivision of a State which, under a State constitution which was adopted in 1970 and effective
onJuly 1, 1971, had home rule powers on the Ist day of the calendar ye- i

(»» SPEOAL RULE FOR POSSESSIONS WITH POPULATIONS OF LESS THAN THE POPULATION OF THE
LEAST POPULOUS STATE.—

(A) IN GENERAL.— !f the population of any possession of the United States for any calendar
year is less than the population of the least populous Slate tother than a possession) for such
calendar year, the limitation under paragraph éIMA) shall not be less than the amount
determined under subparagraph tQ) for such calendar year.

(B) LIMITATION.—The limitation determined under this subparagraph, with respect to a
possession, for any calendar year is an amount equal to the product of—
(i) the fraction—

(1) the numerator of which is the amount applicable under paragraph <LHB) for
such calendar year, and

(1) the denominator of which is the State population of the least populous State
(other than a possession; for such calendar year, and

(ii) the population of such possession for such calendar year.

Amendments The .above amendment is effective as il included in t

P.L, 100-647, 2 1013UX40): Bvro_\llsmn of the Tax Reform Act of 1986(P.L. 99-514)
Act Sec. 1013uk 40) amended Code Sec. 145%GR4MB) by  Which itTelates.

striking uut “»nh respect a possession™ and inserting in liet

thereof “with reject toa possession”.

he
to

[Sec. 146(e))
(c>State May Provide for Different Allocation.— For purposes of this section—

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

(2) INTERIM AUTHORITY FOR GOVERNOR.—

(A) IN 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 Slate having authority to issue private activity bonds.

Internal Revenue Code Sec. 146(e)



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

IN Termination of authority = Theauthority proviced insubparagraph 1) sell rot
qqaly(/tnumbtswdalterﬂEMier(t—
(i) the last day of the Ist calendar sear alter 1986during which the legislature of the
Slate met in regular session, or
(ii) the effective date oi any State legislation with respect to the allocation of the State
ceiling.

(31 State may not alter allocation to constitutional home rule cities — Except as
otherwise provided in a Slate constitutional amendment lor law changing the home rule provision
adolpted in (he manner provided by the State constitution!, the authority provided in this subsection
shall r.ol apply to that portion of the State ceiling which is allocated to any constitutional home rule
city in the Stale unless such city agrees to such different allocation.

(Sec. 146(0]
(f) Elective Carryforward of Unused Limitation for Specified Purpose.—

(1) LNGENERAL— If—
(A) an issuing authority's volume cap for any calendar year after 1985. exceeds
(it the apgregate amount of tax-exerpt private activity bonds issued during sbch callendar
year by such authority.
such authority trey elect 1o treat dll (Or any portian) of such ecess as a carryforvard far Larmore
carryfornerd purposss.

(2) Election must identify purpose.— In any election under paragraph (1), the issuing
au horny shall—

(A) identify the purpose for which the carryforward is elected, and

@ ify the portion of the ecaess desoribed I paragreph (D) which B le a
(Bnylt)nnﬁ[d]geechsm PUIOCEE.
(3) Use of carryforward —

(A) lhgeneral.— If any issuing authority elects a carryforward under paragraph (1) with
respect to 3nv carryforward purpose, any private activity bonds issued by such authority with
respect to such purpose during the 3 calendar years following the calendar year in which the

carryforw ard arose shall not be taken into account under subsection (a) to the extent the amount
oi such bonds does not exceed the amount of the carryforward elected for such purpose.

(B) Order INwhich carryforward USED.—Carryforwards elected with respect to any
purpose shall be used in the order of the calendar years in which they arose.

14) ELECTION.— Any election under this paragraph (and any identification or specification
contained therein), once made, shall be irrevocable.

®) Carryforward PIRPOSE.— The term "'carryformard purpose’” means—

(A) the purpose of issuing exempt facility bonds described in 1 of the paragraphs of section
142(

(B) (he purpose of issuing qualified mortgage bonds or mortgage credit certificates.

a).

B

(C) the purpose of issuing qualified student loan bonds, and
(D) the purpose of issuing qualified redcvelopm.-nt bonds.

Amendments
P.L. 100-647. 51013UX9):

Act Sec. 1013'a»9> amended Code See HOfIfSXA) t
read a> above Prior to amendment, Code Sec U&erHAg
read 31 10OV,

1AQ the purpose of the issuing exempt facility bonds
descrived M Lor the Paragraphs oi seceion 142(@).

The above amendment is effective as if included in the
provision of the Tax Reform Act of 1986 (P.L. 99-514) to
which tt relates.

P.L. 100-203.5 10631(h): _

Act Sec_Kddllbl amended Cude Sec 14f fK>IiA) to read
]gslellbove Prior toamendment.CudeSec, [46tfK5hA> readas

ollows:

Sec. 146(f)

(A) the purpose of issuimt bonds referred to in one of ih’
clausesul section UKdHIIIA).

For <hc *ff«'w% ?ate of the above amendment, se.
Act Sec. 10631(c), below.
P-L. 100*203, § 10631(c):

Act Sec,, 10631(c) provides:

() chfec%lvg )Dpate -

(1) g'_s GENERAL— Except as otherwise provided :n ihi
subsection, the amendments made b){ this sectiun shall appi
10bonds issued alter October 13. 198/ loiher than hond
issued lo reiund bonds issued on or before Such date/

(2) BINDING vckeements—The amendments made b
this ‘section shall not apply to bonds (other than idvanc
refunding bonds! with respect to a facility acquired aitr

§31983, Commerce Clearing House, In
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SENATE BILL NO. 85 - [PRIVATE ACTIVITY BONDS]
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