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Finance Committee considered SENATE BILL NO. 51

SB 51 BONDS OF BOND BANK AUTHORITY

"An Act relating to revenue bonds issued by the Alaska Municipal Bond Bank Authority and the total amount 
of bonds and notes outstanding of that authority; and providing for an effective date.'1

and recommends: 
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attached amendment(s) 

adopt Letter of Intent by 
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F I S C A L  N O T E

STATE OF ALASKA
2003 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 
Title Alaska Municipal Bond Sank

Authority Limits

Fiscal Note Number: 
Bill Version:
(S) Publish Date:

Dept. Affected:
; bru
Component

' <’ ■' . c  j
' • f ' 'i i iV1'

h t 3  2 7 2003

SB 51
1/31/03

Revenue

Sponsor
Requester

Alaska Bond Bank Authority 
Alaska Bond Bank Authority

Rules Committee
Governor

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

108

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Sen/ices 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE____________________    (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type--Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2003) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2004 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separata paqe if necessary)
This legislation would increase the Alaska Municipal Bond Bank's total borrowing limit from 3300 million to S500 million and 

increase the amount of revenue bonds that may be issued in any one fiscal year from S50 million to S75 million.
The increase in the borrowing limit to 3500 million is needed as the Bond Bank expects to reach the existing limit in FY04, if not 

sooner. If all of the loan applications that have been submitted to the Bond Bank wero funded immediately, the existing 3300 million 
cap would be filled and additional projects could not be funded, An inability to fund loans to communities will cost these 
communities -- and possibly the state in reimbursement costs -  in increased costs of issuance and interest expense.

The increaso from 350 million to to S75 million in annual revonuo bond authority is noedod in FY03 because the Bond Bank has 
issued, or has requests lo issue, 356 million in revenue bonds by Iho end of March 2003. A failure to approve the increase in the 
revonuo bond limit will potentially result in the City of Valdez needing lo issue two series of revenue bonds over two fiscal years, 
increasing the cost of issuing these bonds by approximately S100.000, or delaying funding of tho city's project until July 1. 2003.

As the Bond Bank is self-supporting, and has sufficient assets to fund reserves, the increasos in statutory authorization would 
not have any fiscal impact.

Prepared by: 
Division

Approved by: 
Agency

Deven Mitchell, Slate Debt Manager Phone 465-5469
Treasury Division Date/Time 1/29/03 2:23 PM

Larry Parsily, Dopuly Commissioner Date 1/29/2003
Department of Revenue
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F I S C A L  N O T E

STATE OK ALASKA
2003 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):___
Title Bonds of Bond Bank Authority

Fiscal Note Number: 
Bill Version:
(S) Publish Date:

Dept. Affected: 
'BRU

l-'EB 2 7  2003

SB 51
2/14/03

DCED
Investments (122)

Component Investments
Sponsor
Requester

Governor
Senate Community & Regional Affairs

Expenditures/Revenues
Note: Amounts do not include inflation unless otherwise noted below.

Component No. 

(Thousands of Dollars)

383

OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2003) cost: 0.0
Mark this box (X) If funding for this bill is included in the Governor's FY 2004 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

This bill does not impact the fiscal operations of this department.

Prepared by: 
Division

Approved by: 
Agency

(RovuwJ !V2002 cmoi

Greg Winegar. Director Phone 907-465-2510
Investments Date/Time 2/7/03 10:18AM

Edgar Blatchford, Commissioner Date 2/7/2003
Department of Community & Economic Development
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LETTER FROM THE CHAIRPERSON

lb  all Alaskans:

T h e  year 2002 m arked  the 27 th  year o f  existence fo r the  Alaska M unicipal Bond Bank A uthority  

(Bond Bank). S ince its inception  in A ugust o f  1975, the  Bond Bank has helped Alaskan com m uni­

ties secure over half a b illion dollars in financing for public w orks p rojects th a t have im proved the 

standards o f  health , safety and education  for o u r  citizens. T h e  m unicipalities using the  services 

o f  th e  Bond Bank have realized significant savings, reduc ing  the burden  on  taxpayers th ro u g h o u t 

the state.

T h e  Bond Bank was created  to  assist Alaskan com m unities issue bonds. Som e com m unities sim ply 

lack fam iliarity w ith  the  financial m arkets, o the rs seek to  reduce the  cost o f  issuing bonds, and 

som e m unicipalities find they  can get b e tte r  term s on  bonds issued by the Bond Bank.

T h e  Bond Bank realizes savings for com m unities in a num ber o f  ways. W e pool bonds, selling m uch 

larger issues than  any o n e  com m unity  w ould, thereby  c rea tin g  econom ies o f  scale. Because o f  ou r 

level o f  activity, w e co n tra c t for professional services at a low er cost than could  less active bond 

issuers. T h e  Bond Bank also has a b e tte r  c red it ra tin g  than  is available to  m ost com m unities.

T h e  Bond Bank provides services to  u rban  and rural com m unities in every region o f  the  S tate as 

dem onstra ted  by a review o f  the financial in fo rm ation  th a t follows.

B eginning in  1977, the  B ond Bank has rem itted  to  th e  S tate  o f  Alaska annual investm ent ea rn ­

ings in excess o f  o p era tin g  needs. A t S23.K m illion, those  rem ittance now exceed, by over S5.2 

m illion, the  $18.6 m illion appropria ted  by the  S tate o f  Alaska to  the  Bond Bank betw een the 

years 1976 and  19S6.

Fiscal year 2002 saw a con tinuation  o f  th e  trend  o f  increased use o f  the Bond Bank. Five series 

o f  bonds w ere issued for over S39 m illion for p ro jects in four Alaskan com m unities. Bond Bank 

participation  in these  transactions is es tim ated  to  have saved alm ost m illion.

T h e  Bond Bank is indeed  an idea th a t w orks, m  exam ple ol the benefits that can be realized 

th rough  good governm en t.

In accordance w ith Alaska S tatu te  44 .S 5 .100, we respectfully sul unit the attached  year 2002 report 

o f  the  activities and financial cond ition  o f  the  Bond Bank.

W e hope you share w ith us o u r  pride in the Bond Bank’s accom plishm ents this ou tstand ing  

year.

Sincerely,

R. D esm ond  M ayo

2D()2 ANNUAL RM' ORI



THE ALASKA MUNICIPAL BOND BANK AUTHORITY
T h e  B ond Bank is a p u b lic  c o rp o ra tio n  th a t  aids 

Alaskan com m unities by issuing bonds, and using  th e  

the  proceeds to  purchase the  m unicipalities’ general 

obligation  and revenue bonds. It com m enced  o p e ra ­

tions in A ugust 1975.

T h e  Bond Bank has a legal existence ind ep en d en t o f  

and separate from  th e  S tate o f  Alaska. Bonds issued 

by the Bond Bank are payable on ly  from  Bond Bank 

funds. T h e  State has pledged its m oral ob ligation  to  

the  m aintenance o f  a deb t service reserve for all o f  th e  

Bond Bank’s bonds. (For m ore in form ation  please see 

N o tes  to  Financial S tatem ents.)

T h e  pow ers o f  the Bond Bank are vested in its B oard 

o f  D irectors. T h e  m em bership  o f  the  Board consists o f  

live d irectors rep resen ting  b o th  th e  public and private 

sector. T h e  th ree private sec to r board m em bers a re

appo in ted  by  the G o v ern o r and  serve four-vear term s. 

T h e y  are  joined on  the B oard by the C om m issioner 

o f  Revenue and the  C om m issioner o f  C om m unity  & 

E conom ic  D evelopm en t (o r th e ir  assigned represen­

tatives).

T h e  B oard o f  D irec to rs o p era tes  in accordance with 

the Bond Bank A ct (AS 44.85), its published regula­

tions (15 AAC144) and its by-laws. T h e  b o ard ’s m ain 

responsibility  is to  approve b o n d  issues.

T h e  Bond Bank m ay n o t issue revenue bonds in excess 

o f  S50 m illion in any fiscal year unless the Alaska L eg­

islature approves a g rea te r am oun t. T h e  Bond Bank is 

fu rth e r restric ted  to  a lim it o f  S300 m illion o f  bonds 

o r  notes ou tstand ing . As o f  lu n c  3 0 ,2 0 0 2 , obligations 

to ta led  S 2 2 1 m illion, allow ing for additional bond is­

suances o f  approxim ately  S79 m illion.
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'F lie  B ond Bank pays its ow n way. T h e  Bond B ank’s 

reserve accounts serve to  bo th  guaran tee the bonds and 

provide in v estm en t incom e. All oF the  Bond B ank’s 

costs are paid From these investm ent earnings. T h e  

earn ings From its investm en t accounts exceeded ex­

penses by  S 6 14,674 d u rin g  the  fiscal year end ing  Ju n e  

30, 2 0 0 2 . Such excess funds are payable to  the S tate 

oF Alaska. Every year since 1977 th e  Bond Bank has 

re tu rn ed  excess earn ings to  the S tate For a cum ulative 

to tal o f  S23.S m illion, exceeding by over S5.2 m illion 

the  S ta te s  original investm ent 0 F S I 8 . 6  m illion (ap­

p rop ria ted  in the years 1976 th rough  1986).

Alaska’s investm en t in the  Bon : Bank is com pounded  

in o th e r  ways.

Alaskan com m unities tak ing  advantage oF the Bond 

Bank's sen d ees realize considerab le  savings. T h e se  

com m unities m ay have low bond ratings or, although

cred it w orthy, have n o t issued bonds o r  no tes, o r  have 

little ou tstand ing  d eb t, and lack investor Familiarity.

Som e larger com m unities, capable o f  issuing the ir ow n 

bonus, find th a t the  Bond Bank’s sendees resu lt in less 

expense, especially for sm all bond issues.

In addition  to  th e  annual dividends received From the 

B ond Bank, it costs the S tate o f  Alaska less m oney to  

re im burse  com m unities For such capital p rojects as 

schools bu ilt w ith Funds provided by Bond Bank issues. 

Since b o n d in g  expenses For Alaskan com m unities are 

less than they  w ould beo therw ise , the in te rest expense 

is less For the  S tate.

'I 'h e  Bond Bank operates efficiently. D e p a rtm e n t o f  

Revenue staff serve as executive d irec to r and provide 

accounting  support. W h ere  econom ies o f  scale dictate, 

the Bond Bank h ires ou tside professional staff.

CUMULATIVE APPROPRIATIONS COMPARED TO CUMULATIVE EXCESS EARNINGS RETURNED TO STATE

25001)000

Returned lo State - $23,790,698

20.01 II) 000 Appropriations - $18,601,413
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HELPING ALASKAN COM/AUNITIES
T lie  Bond Bank is o rgan ized  to  w ork with all Alaska 

m unicipalities, especially new  and infrequent issuers o f  

d eb t for capital projects. F rom  the tim e a m unicipality’ 

contacts th e  B ond Bank, legal and financial profession­

als w ith extensive experience in Alaska financing begin 

w ork ing  w ith  m unicipal m anagers to  develop the  m ost 

advantageous financing  program  for the com m unity .

1 ,
■

tm ? : '

Cily ol Kaklovik 
Cilv & Boiouijh of Kclchlkan 

Ci'y of Bethel 
Cily of Hoonah 

Cily & Hoiough ofYakufal 
Cily ol Vakulal 

Cily of Ctaiy 
Inlor-lsland Feuy Authority 

Cily of I laincs 
Fairbanks North Slai Biuouqh 

Cily ol Ncniina 
Cilv o f Kunal 

Cilv ol Cordova 
( ify of Palmer 

lirislol liay Roioiirjh 
Ketchikan Oalcvyay Borouqh 

City of Soldotna 
Cilv of Pcli’isburri 

Cily of Kodiak 
Cily of Homer 

Cilv ul \\ran(|cll 
Cily of Nonv 

Reserve 
City ol falihanks 

Kodiak Island Bmoirtjh 
Aliiuti.ins r.isl lioimi(|h 

Anchor,me 
Cily of I ri.il.isk.i 

Cily ol Wavilla 
Malanuska-Susflha Horouoh 

Cily of Seyy.ml 
fake and Peninsula Boioucjh 

Kenai Peninsula Bommih 
( ily A Boioinill nl Sllka 

Noillnyecl Arc lit Boiouqh 
Cily A Boieuqh ill liine.iu 

( ily nl Keli Ink.in

S730.000 

$785,000 

$795,000 

I $1,000,000 
I  $1.105,000 

I  $1 105.000 

m  S I.500.000 
■■Sl.fi65.000 

■ ■  S1.9S0.U00 

■a $2,000,000 
■■$2,130,000

$3250000 

I $3 330.000 
I S3 935.000 

I S4.000.000 

l$ 4 250000

to  w ork w ith  the m unicipality ’s adm in istra tion  to  find 

o th e r  m eans o r  ways o f  m ee tin g  th e ir  financial objec­

tives.

If  it becom es clear th a t d e b t financing th ro u g h  the 

Bond Bank is ne ith e r possible n o r appropriate , fo r any 

particu lar m unicipality , the Bond Bank will co n tin u e

In m o st instances the Bond Bank is able to  relieve m u ­

nicipalities from  paying certa in  costs o f  issuing bonds, 

such as official s ta tem en t p rin ting , tru stee  and paying 

ag en t fees. F o r this reason, even large com m unities 

w ith a track  record  o f  issuing bonds occasionally  seek 

the services provided by th e  Bond Bank.

14.4% 35.3%

..TlS*
I S7.070.000 

I $7,799.(100

ALL BOND PROCEEDS DISTRIBUTION By AREA PERCENTAGES

I $12,127,000 
m m  $13290,0011 

■ ■ m  SI 4.760000 

■ ■ h h b h  315.7k5.000 

■ H m  $17,100,000

SI 8,7653)00 
■ ■ ■ ■ ■ ■ ■ a  $20,935,000

BOND PROCEEDS DISTRIBUTION ByCOMMUNIfy
POLS NO I INCH O f 

RrrUNlJlNGS OR RCSCR\I S

1524.130000 

I  $24 275,000

I $28,340,000 

I $28,464,000 

■ ■ ■ ■ ■ ■ '  31 820.000

$36,710000

ALASKA MUNICIPAL BOND BANK AIJIIIORITY
i  i m r i r t u



ISSUING BONDS

I 'he B ond Bunk issues m ostly  tax exem pt bonds. P ur­

chasers o f  these bonds, inc lud ing  bond m utual funds, 

institutional investors, and insurance com panies do  n o t 

have to  pay taxes on  the incom e received.

E ach individual issue o f  th e  Bond Bank is reviewed by 

M oody’s Investors Service and S tandard  and Poor's 

C o rp o ra tio n .

Because the Bond Bank has received “A” ratings, consid­

ered “investm ent grade,” from these two m ajor national 

bond raring agencies, it is able lo  borrow  m oney at lower 

in te rest rates than m ost Alaskan municipalities.

In add ition , w hen it is econom ical and cost effective 

in  d o  so, the Bond Bank ob ta ins bond insurance, and 

thereby  secures “AAA” ratings.

T h e  Bond Bank stren g th en s its portfo lio  by including 

Alaskan com m unities w idely d istribu ted  geographi­

cally, w ith  d iffe ren t ec o n o m ic  bases, an d  lim iting  

the total percen tage o f  bonds com m itted  to  any one 

m unicipality.

T h e  Bond Bank o ften  pools m unicipal general obliga­

tion bond  issues in to  a single issue. Follow ing the sale 

o f  th e  issue, the Bond Bank purchases the  individual 

issues from  each com m unity.

LEVERAGING STATE DOLLARS
An im p o rtan t reason for the  Bond Bank’s favorable 

bond ra ting  and low er borrow ing  costs is th a t it secures 

its bonds w ith reserve funds supported  by the “moral 

ob liga tion” o f  the S tate o f  Alaska.

T h e  reserve funds are available to  cure defaults, should 

they occur. F or G eneral O bligation  Bonds, tw o-thirds 

o f  the restiv e  is funded from  bond bank assets and one- 

th ird  is funded from  the proceeds o f  new bond issues.

The reserve fund is norm ally  used to  leverage deb t at 

be tte r than  an eleven to  one ratio. For every S i million 

placed in the reserve fund, m ore than SI I m illion o f  

ou tside capital is a ttracted  to  the state.
SI’ JWIIO

S57,<>21.000

CURRENT FINANCINGS 

fy 2002 BONDS ISSUED
51,725,000
REVENUE BONDS 2001 SERIES A 
Ketchikan Gateway Borough 
Borough’s share of new fcrty for airport access 
Filch AAA: Standard & Pool's AAA 
Competitive sale; 17 year;
True Interest Cost 4.6762%

52,525,000
REVENUE BONDS 2001 SERIES B 
Ketchikan Gateway Borough 
Ketchikan airport terminal improvements 
Fitch AAA: Standard & Poor's AAA 
Competitive sale; 17 year;
True Interest Cost 4.9795%

515,475,000
GENERAL OBLIGATION BONDS 2001 SERIES A 
Northwest Arctic Borough 
School construction in Kiana and Sclawik 
Moody's AAA: Standard & Poor's AAA 
Competitive sale; 20 year;
True Interest Cost 4.7986%

53,835,000
GENERAL OBLIGATION BONDS 2001 SERIES B 
Aleutians East Borough -  School construction in 
Akutan & False Pass. Dock construction in Akutan 
Moody's AAA: Standard & Poor's AAA 
Competitive Sale; 20 year,
True Interest Cost 4.5002%

S15,445.000
GENERAL OBLIGATION BONDS 2002 SERIES A 
Cily ofWasilla
Meeting, hockey, and recreation facility 
Moody's AAA: Standard & Poor’s AAA 
Competitive sale; 10 year;
True Interest Cost 4.0378%

2002 ANNUAI REPORT



THE BOND BANK !<■/,< n ,  * ■

GENERAL JBLIGAIION BONDS REVENUE BONDS

M unicipal general ob ligation  bonds, the B ond Bank’s 

m ainstream  p rogram , a re  usually issued to  finance 

facilities th a t do  n o t generate  revenue, such as schools, 

roads, public safety and  m unicipal buildings. Such 

bonds m ust he approved  by the  m unicipal voters.

Bonds issued by die Bond Bank to  purchase m unicipal 

general obligation  bonds are secured by:

• Full faith and c red it o f  each respective com m unity  

w ith  no  taxing lim ita tion  for the general bonded  

d eb t issued to  tbe Bond Bank.

• '[ ’lie Bond Bank’s general obligation  d eb t service 

reserve fund. T h is  reserve is generally  funded in 

an am o u n t equal to  m axim um  annual d eb t service 

on  all the  Bond Bank general ob liga tion  bonds.

• All Bond Bank assets shall be used to  resto re the 

d e b t service reserve to  an am o u n t th a t equals the 

m axim um  annual d e b t service 011 the Bond Bank 

bonds.

• T h e  s ta tu to ry  r ig h t o f  d ie  Bond Bank, in the event 

o f  default, to  dem and and receive any funds held by 

a state agency w hich are  payable to  the defau lting  

m unicipality.

• T h e  m oral ob lig a tio n  o f  the  S ta te  o f  Alaska to  

m aintain  the  d eb t service reserves a t the ir required  

levels.

R evenue B onds are used to  finance revenue-producing  

capital im provem ents such as u tility  o r  p o r t facilities. 

Because they  are n o t secured by a m unicipality’s taxing 

pow er, such bonds do  n o t norm ally  require m unicipal 

v o te r  approval.

Bonds issued by th e  Bond Bank to  purchase m unicipal 

revenue bonds are secured by:

• A  pledge o f  th e  revenues from  the facility being  

financed.

• T h e  m unicipalities’ reserve fund u nder th e ir  bond  

resolutions. T h e  reserve fund generally  is funded in 

an  am o u n t equal to  m axim um  annual deb t service 

on  the m unicipalities’ bonds.

• T h e  Bond Bank reserve fund u n d er the  bond reso ­

lu tion  for th a t issue. T h e  reserve bind generally  is 

funded in an am ount equal to  m axim um  annual deb t 

service on  the  Bond Bank bonds.

• T h e  s ta tu to ry  r ig h t o f  the Bond Bank, in the even t 

o f  a default, to  dem and and receive from  a sta te 

agency any funds held by th a t sta te agency w hich 

are payable to  th e  defaulting  m unicipality.

• T h e  m oral o b lig a tio n  o f  th e  S ta te  o f  Alaska to 

m aintain  the d eb t service reserves a t the ir required  

levels.

USES OF BOND PROCEEDS - INCEPTION LO DALE
1)01 S Mil INC 11 1)1 
REMINDINGS

I’ml-. N H.nlwss:u, 120000

I’llllllf N.ili'IV 
SI0.S70.000

Resolves 
SI '1587.00(1

Ro.iOs 
S i" 980,000

li.rni|H)t1,illoii 
SI 865000

Utilities
S51.S11.JW

Wilier & Sewer 
S 11,10.1 MO

ALASKA MU NIC I (’A I BOND BANK AI 11IIOKITY
1 a U  l - A i

Aiipofts
56,745.000

lUtkiiKi
517.100,000

Community
525,365000

Si hools 
S22vS.-107.000

llospilvlls
$27.800000

Mnnirip.il 
SItOSono

1 m mjmcm-,



SUMMARY OF DEBI SERVICESCHEDULE OF TOTAL DEBI SERVICE BY CLASSIFICATION Al TUNE 30,2002
1976 GENERAL BONO RESOIUIIOH (UND PRINCIPAL INTEREST

1992 SERIES A S 1,015,000 S 31,973
1992 SERIES 13 1,020,000 705,816
1993 SERIES A Isl Issue 4,570,000 36S.878
1993 SERIES A 2nd Issue 790,000 190.713
1993 SERIES A 3rd Issue 4,645,000 809,879
1993 SERIES 13 720,000 36,325
1993 SERIES C 200,000 9,675
1994 SERIES A 865,000 70,320
1995 SERIES A 7,595,000 1.429,509
1995 SERIES B 1,140,000 517,923
1995 SERIES C 2,660,000 342,096
1995 SERIES D 1,595,000 675,491
1996 SERIES A 2.275,000 255.361
1996 SERIES 13 6,825,000 2,061,902
1997 SERIES A 895,000 139,725
1997 SERIES 13 10,200,000 4,764,879
1998 SERIES A 7.420,000 3,338,61'_
1998 SERIES B 3,045,000 567,401
1999 SERIES A 11,900,000 5,400,268
2000 SERIES A 9,145,000 4,268,697
2000 SERIES B 10,045,000 6,364,414
2000 SERIES C 21,845,000 13.767.509
2000 SERIES 1) 1,750,000 1,133,792
2000 SERIFS E 15,095,000 4,796,447
2000 SERIES F 1.095,000 435,263
2001 SERIES A 15,475,000 8,474,586
2001 SERIES B 3,835,000 2,078,486
2002 SERIES A 15,455,000 4,134,922

COASIAL ENERGy IMPACI PROGRAM REVENUE BONOS
Consul Energy Reserve 1 onn Fund

163,115,000

11,095,878

67.170.862

6,367,348
1990 Revenue Bond Resii'uiion f und 860.000 450,194
1993A Revenue Bond olulion Fund 3.645,000 382.673
1993B Revenue Bond Resolution Fund 1,385,000 309,350
1993C Revenue Bond Resolulion Fund 905,000 44,490
1995,A Revenue Bond Resolulion Fund 2.730,000 1,181,713
1997A Revenue Bond Resolulion Fund 15,225,000 8.120,491
199SA Revenue Bond Resolulion Fund 8,965.000 2,177,851
1998B Revenue Bond Resolulion Fund 1,890,000 301,176
1999A Revenue Bond Resolution Fund 1,865,000 1,108,608
2000.A Revenue Bond Resolution Fund 1,675.000 229,392
200013 Revenue Bond Resolution Fund 3.000,000 1,839,392
2001A Revenue Bond Resolulion f und 1,725,000 797,526
2001B Revenue Bond Resolution 1 und 2,525,000 1.244,109

S 220,605,878 S 91.725,175

SUMMARy OF I0IAI DEBI SERVICE REQUIREMENTS By FISCAL YEAR 
FISCAL YEAR
2003

PRINCIPAL

17,215,000

INIEREST

9,728.909
2004 17,660,000 9,286600
2005 21,890.000 11,894 538
2006 16,775,000 7,907,055
2007 12.010,000 7,168,983
J008-2012 62.300.000 27.647,757
2013-2017 43,770.000 13,871.525
2018-2022 28,350,000 3,805,686
2023-2024 635.878 414,122

S 220,605,878 S 91,725,175

TOTAL

S 1.046,973
I.725,816 
•1,938,878

980.713 
5.454,879 

756,325 
209,67r 
935,320 

9.024.509 
1.657,923 
3.002,096 
2,270,491 
2.530,361 
8,886.902 
1.034,725 

14,964,879 
10758,612 
3612.401 

17.300,268 
13.413,697 
16,409.414 
35.612.509 
2883,792 

19,891.447 
1,530,263 

23949,586 
5,913.486 

19.589,922
230.285,862

17,493,226 
1310,194 
4.027.673 
1.694,350 

949,490 
3,911,713 

23 345,491
II.142,851 
2.191,176 
2.973.608 
1 904,392 
4839,392 
2,522,526 
3.769.109

S 312.331,053

TOTAL

26.943.909
26.946,600
33.784,538
24,682,055
10.178,983
89,947,757
57.641,525
32.155,686

1,050.000
S 312,331053
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THE BOND BANK HAS FIVE DIRECTORS CONSISTING OF THREE PUBLIC MEMBERS APPOINTED BY THE GOVERNOR, THE COMMISSIONER Of REVENUE, AND THE COMMISSIONER Of COMMUNITY AND ECONOMIC DEVELOPMENT.
THE COMMISSIONERS HAVE TRADITIONALLY APPOINTED DELEGATES TO SERVE IN THEIR PLACE.

j
, 1 0

THE BOARD Of DIRECTORS
R. DESMOND "DESI" MAyO 

Chotrmon

Icrm expires July 15. 2003

M r. M ayo is the F inance M anager 

and C h ie f  Financial O fficer for M u ­

nicipal L ig h t and P ow er in A nchor­

age, Alaska. P rio r to  this, M r. M ayo 

was tn e  C o rp o ra te  C o n tro lle r  for 

Alveska P ipeline Service C om pany  

for four years and the D irec to r o f  

F in an ce  and C h ie f  F inancial O f­

fice r fo r th e  M a tan u sk a -S u s itn a  

B orough , Alaska for ten  years. I Iis 

du ties  a t th e  M atan u sk a -S u sitn a  

B o rough  included  b o n d in g , cash 

m an ag em en t, budgeting , and tax 

c o lle c tio n . F ro m  1979 th ro u g h  

19S7, M r. M ayo w orked for an in­

ternational CPA firm, con tro ller for 

a real estate d evelopm ent com pany 

and th e n  com ptro lle r fo r th e  M ata ­

nuska-Susitna B orough, M r. M ayo 

g raduated  from  the U niversity  o f  

Alas and  has a ttended  graduate 

classes a t Alaska Pacific U niversity. 

M r. M ayo  has served as an appo in ­

tee by G o v ern o r K now les to  the  

Alaska S ta te  Pension  Investm en t 

Board; and he also served on the 

G overnor's Fiscal Policy T ransition  

Team . M r. M ayo has also served on 

the hoards o f  the U n ited  W ay o f 

M atan u sk a-S u sitn a  B orough  and 

I lab ita t for I lu m a n itv M at-S u .

iP.K PfEffER 

Vice Chairman 

Term expiies July 15, 2005

M r. P feifer was appo in ted  O c to b e r 

1 0 ,2 0 0 1. M r. P fcffer is a reg istered  

a rc h itec t w ho has ow ned  an d  led 

an arch itec tu ral p rac tice  in Alaska 

fo r over 20 years. M e is active in 

th e  developm ent, design and m an ­

ag em en t o f  com m ercial real es ta te  

p ro jec ts , m any o f  w hich inc lude  

public/private partnersh ips. H e  is a 

partn e r in  the linns K oonce Pfcffer 

Bettis, Inc, and V en tu re  D ev e lo p ­

m e n t G ro u p , L L C . M r. P fc ffe r  

received a B achelor o r  A rch itec­

tu re  D eg ree  from  the  U n iversity  

o f  N eb raska in 1980,

AI ASK A MUNICIPAI BOND BANK AUTHORITY



SHAROII KELLY 

Member 

lerm expires ]uly 15, 2005

S h a r o n  K c d ly -M c m b c r . T e rm  

exp ires Ju ly  15, 2005. M s. K elly  

w as a p p o in ted  on  Ju ly  20, 1995, 

re a p p o in te d  o n  S e p te m b e r  11, 

1098 and  reappo in ted  fo r a th ird  

te rm  o n  Ju ly  18, 2002. M s. K elly 

has been the P residen t and C E O  o f 

th e  Alaska S tate E m ployees F ed ­

eral C re d it U n io n  since 1983. She 

also  serves as Vice C h a irp erso n  o f  

the  Alaska C re d it U n ion  League, a 

trad e  association for c red it un ions 

in A laska. M s. Kelly has w orked 

for various governm ental en tities 

in c lu d in g  the  L egislative Affairs 

A gency , th e  C ity  an d  B o ro u g h  

o f  J u n e a u  a n d  th e  L ie u te n a n t  

G o v ern o r's  O ffice. She served as 

th e  T re asu re r  o f  the Alaska C o m ­

m itte e  in  1994, and is cu rren tly  

ac tiv e  in th e  C a th o lic  C o m m u ­

n ity  Services Board, the  D ouglas 

F o u r th  o f  J u ly  C o m m itte e  and  

C ap ita l Associates.

NEIL SLOTNICK 

Membet

M r. S lo tn ick  is th e  lirst delega te  

fo r W ilson C o n d o n . Air. S lotnick 

is th e  D e p u ty  C o m m iss io n e r  o f  

R ev en u e . M r. S lo tn ic k  ov ersees  

th e  D e p a r tm e n t’s T re a su ry  an d  

Tax D ivisions. B efore co m in g  to  

the  D ep a rtm en t o f  R evenue, M r. 

S lo tn ick  served since  1991 as an 

A ssistant A tto rney  G enera l in the  

D ep a rtm en t o f  Law, w here he su ­

pervised the  C om m ercial S ection  

in ju n c a u a n d  w orked on m any D e­

p artm en t o f  Revenue cases. O i . f i ­

nally from  Fairbanks, M r. S lotnick 

clerked for fo rm er Alaska Suprem e 

C o u rt Ju stice  Jay  R ahinow itz, and, 

befo re  law school, w orked out o f  

the  L aborers’ U n io n  and m anaged 

a sm all retail business.

GREG WINEGAR 

Member

M r. W inegar is the lirst delegate for 

D eborah  B. Sedwick. M r. W inegar 

was appo in ted  D irec to r o f  the D i­

vision o f  Investm ents on  M ay 22, 

2000. ’Phis D iv ision  ad m in is te rs  

various d ire c t le n d in g  p ro g ra m s 

for the S tate and services loans for 

o th e r  S tate agencies, rep resen ting  

approxim ately 3,500 accounts to ta l­

ing S250 m illion. P rio r to  his ap ­

po in tm ent a., A cting  D irec to r, M r. 

W in e g a r  se rv ed  as th e  D iv ision  

o f  In v estm en t's  L e n d in g  B ranch  

M anager fo r 21 years. M r. W in ­

egar received his B achelors degree 

from  the  E verg teen  S tate C ollege 

in 1973, In 1974. lie accepted a p o ­

sition  w ith the predecessor to  the 

D e p a rtm e n t o f  C o m m u n ity  and  

Econom ic D evelopm ent as a C lerk  

Typist III and was prom oted several 

tim es over the  next live years. In 

ad d itio n  to  h is w ork as L end ing  

Branch M anager, he also served as 

a Loan O fficer for tbe D ep a rtm en t 

for live years w here his re sp o n si­

bilities included cred it analysis and 

recom m endations for com m ercial, 

m ulti-fam ily, residential and co n ­

sum er loan rctpiests.

2 0 0 2  ANM1 \ L Rl PORT
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I HE STATE'S DEPARTMENT OF REVENUE-TREASURY DIVISION (DOR-TREASURY) FULFILLS ADMINISTRATIVE AND MANAGEMENT RESPONSIBILITIES FOR THE BOND BANK.
DEVEN MITCHELL
Executive Director, oopcinted April 7,1998

.Mr. M itchell also serves as the State 
D e b t  M a n a g e r  an ti In v e s tm e n t 
officer in D epartm ent o f  Revenue- 
Treasury. M r. M itchell has worked 
for the State o f Alaska D epartm ent o f 
Revenue since 1992. l i e  previously 
held  several positions in Alaskan 
financial institutions. M r. Mitclv-H 
holds a Bachelor o f  Science it' Busi­
ness A dm inistration from N orthern  
Arizona University.

BETTY MARIIN, CPA
Deputy Treojurer. oppoinled April 7.1998

M s. M artin is the C om ptro ller for 
the S tate o f  Alaska D epartm ent .>! 
Revenue T reasury  D ivision. P rio r 
to  jo in in g  Treasury, M s. M a rtin ’s 
positions included the C o n tro lle r  
for K ootznoow oo, Inc., an Alaska 
N ative village corporation; Finance 
D irector for Prince W illiam  Sound 
A quaculture C orp o ra tio n  in C o r­
dova, Alaska; and Assistant C on tro l- 
l v  for F aulkner N Gray, a m ajor 
N ew  York publisher. M s. M artin  
holds a Bachelor o f  Science D egree 
i A ccounting and Finance and an 
Econom ics M inor from California 
S tate  University, Sacram ento. She 
is a Certified Public Accountant in 
the slate o f  Alaska and a m em ber of 
the \m erican Institute o f  Certified 
Public Accountants.

# -j
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RATHER THAN EMPLOY STAFF.THE BOND BANK CONTRACTS IN THE PRIVATE SECTOR FORA WIDE RANGE OF PROFESSIONAL SERVICES. THE EXECUTIVE DIRECTOR COORDINATES THE ACTIVITIES Of THESE PROFESSIONALS INCLUDING BOND COUNSEL, FINANCIAL ADVISOR, ACCOUNTANTS, AUDITORS, FUND TRUSTEES, BOND TRUSTEES AND CLERICAL SUPPORT.

FINANCIAL ADVISOR

WESTERN FINANCIAL GROUP UC 
P ro v id e s  loan  an a ly sis  se rv ices , 
in c lu d in g  recom m enda tions as to 
the adequacy o f  loan applications, 
c red it w orthiness, p ro jected  capa­
bility to  repay, and die overall effect 
a p roposed  loan will have on the 
credit o f  the Bond Bank. Assists in 
preparation o f  the official statements, 
recommends type and tim ing ol I mud 
sales, negotiates with underw riters 
anil assists with investm ent o f vari­
ous funds. Also coordinates financial 
reviews with bond rating  houses and 
prepares o ther general financial re­
views and analyses required by the 
Bond Bank.

BOND COUNSEL

WOHLfORIH, VASSAR. JOHNSON & BRECHT 
Prepares for the authorization, sale, 
issuance and delivery’ o f  Bond Bank 
bonds, Prepares series resolutions, 
notices o'"sale; assists in preparation 
o f olTiei.il statem ents; renders nec­
essary opinions as required; and pro­
vides o th e r general legal services.

TRUSTEE/PAYING AGENT 

JP MORGAN TRUST COMPANY 
Acts as custodian o f  the bond pro­
ceeds and supervises the investm ent 
o f  funds for the purposes specified 
in the iiond resolutions. The trustee 
oversees debt service funds and main­
tenance o f  certain reserve accounts 
requ ired  in the co n trac t w ith the 
bondholders. As paying agent, makes 
all necessary interest and principal 
paym ents to  the bondholders.

INVESTMENT MANAGER 

ALASKA PERMANENT CAPITAL MANAGEMENT 

COMPANY
S u p erv ises  and  c o n tro ls  tb e  in ­
v es tm e n t o f  th e  cu s to d ia l funds 
and the trustee funds. Also provides 
analyses o f  investm ents, advice on 
investm ent guidelines, and directs 
the investm ent of all funds in accor­
dance with Authority procedures and 
guidelines.

CUSTODIAL BANK 

FIRST NATIONAL BANK Of ALASKA 
Acts as the Authority's bank for p ro ­
cessing all fund transactions.

ALASKA MUNI CI P Al  BONN BANK AI ' ■ IK) K11Y
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MANAGEMENT'S DISCUSSION AND ANALYSIS

'This M a n a g e m e n ts  D iscussion  and  Analysis (M D & A ) is a new  sec tio n  o f  the Alaska M unicipal 

Bond Bank A uthority 's (B ond Bank o r  A u thority ) financial re p o r t. It is req u ired  by G A SB  14, a 

new ru le  established by the G o v ern m en ta l A ccounting  S tandards B oard . T h is  section  is in ten d ed  

to  m ake the  financial s ta te m en ts  m ore  u nderstandab le  to  the  average read er w ho is n o t fam iliar 

w ith trad itiona l acco u n tin g  term ino logy .

This annual re p o r t has th re e  in teg ra l parts: th is  M D & A  and th e  financial s ta te m en ts  w ith the  

accom pany ing  no tes th a t follow, as well as th e  first section  th a t inc ludes h isto rical and  sta tistica l 

in fo rm ation , lo g e th e r ,  they  p re se n t the  Bond Bank’s financial p e rfo rm an ce  d u rin g  the fiscal y ear 

en d ed  Ju n e  30, 2002. S um m arized , p rio r fiscal year in fo rm atio n  is show n w ith in  th is  M D & A  

as needed  for com parative purposes.

REQUIRED FINANCIAL STATEMENTS
GASB 34 requ ires tw o financial s ta tem em s: th e  s ta tem en t o f  n e t assets and go v ern m en ta l fund 

balance shee t and  the  s ta te m e n t o f  activities and governm en ta l funds revenues, expend itu res  

and changes in fund balances. T h e s e  s ta tem en ts  re p o rt financial in fo rm atio n  abou t the  B ond 

B ank’s activities using  gen era lly  accep ted  acco u n tin g  principles.

FINANCIAL HIGHLIGHTS
• D u rin g  fiscal year 2002 the  Bond Bank approved  seven m un ic ipa lities’ app lica tions 

and purchased  S3S m illion  in m unicipal bonds. T h e  su b se q u en t issuance of B ond Bank 

bonds o f  S39 m illion  resu lted  in approx im ate savings o f  S3 m illion  to  the b o rro w in g  

com m unities. T h is  activ ity  level and  com m unity  b en e fit level is com parab le  to  FY 2001 

w hen th e  Bond Bank issued S44 m illion to  fund 12 p ro jec ts  and p rov ided  savings o f  

approx im ate ly  S4 m illion  to  the  b o rro w in g  com m unities.

•  T h e  financial position  o f  the  Bond Bank rem ains s tro n g . All reserves are fully ft ruled 

and invested to  p rov ide ea rn  lgs for the  Bond B ank’s o p e ra tio n s  an d  transfe rs to  the  

S tate general fund.

STATEMENT Of NET ASSETS
T h e  s ta te m en t o f  ne t assets re p o r t assets, liabilities and  n e t assets of the  Bond Bank.

ASSETS
Assets rep resen t I) the  value o f  the  Bond B ank’s investm ents and  investm en t incom e receivable 

on the financial s ta tem en t dates, recorded  at fair m arket value, and  (2) b o n d  principal and in terest 

paym ents receivable from  m unic ipa lities. T h e  investm ents g e n e ra te  incom e for the Bond Bank 

to  use to  m eet reserve req u irem en ts  and pay o p era tin g  costs. F.xcess investm en t ea rn ings are 

d is trib u ted  to  th e  S tate o f  A laska’s (State) general fund each year. In te res t received on  bonds 

purchased  from  m unic ipa lities is used to  pay the  Bond Bank's c o rre sp o n d in g  in te rest paym ents 

on  th e  bonds that it has issued.

LIABILITIES
I .Labilities rep resen t claim s against th e  Bond Bank for I) goods an d  services prov ided  before tile 

financial s ta tem en t date  but not yet paid for at th I date , and 2) in te rest and b o n d  pay m en ts  due 

io  pu rchasers o f  th e  Bond B ank’s bonds afte r the financial s ta te m en t date .
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RESTRICTED AND UNRESTRICTED NO MEIS
N e t assets are com prised  o f  tw o co m p o n en ts . T h e  restric ted  p o rtio n  reflects m on ies  m ain ta ined  

in separate  tru st accoun ts w here th e ir  use is lim ited  hy applicable hond  covenan ts fo r rep ay m en t 

o f  bonds. T h e  u n restric ted  p o rtio n  reflects th e  accum ulated  excess o f  th e  A u th o r ity ’s share  o f  

earn ings on investm en ts held  over th o se  ea rn in g s d is trib u ted  to  the S tate  as w ell as in v estm en t 

incom e th a t has n o t been  realized and th e re fo re  is n o t yet sub jec t to  d is tr ib u tio n  to  the S ta te ’s 

general fund.

T h e  fo llow ing  table show s the value o f  Bond B anks assets sum m arized  as o f  J u n e  30, 200J and 

2001 as well as liabilities and ne t assets.

As of lunc 30,
Change from 200J to 2002 

Increase IDe case)
2002 2001 Dollars Percent

Assets:
Cash and investments S 1S.077.S18 44.566,056 3,511.792 7.9%
Bonds and ! >nd inter-it teceivablc 221.421.2fd 198.421,1 ij 23,000151 11.6%

Total assets 269,499,112 242,987,169 26,511.943 10.9%

Liabilities:
Accounts payable 33,120 19,114 14.006 73.3%
Bonds and hond interest payable 22S.S62.439 204.919.S60 23.942.579 11.7%
Due lo primaiv government 901,546 591,857 309.9S9 52.4%

Total liabilities 229.797,405 205,530,831 24.266.574 11.8%

Net assets:
Restricted IS 201,702 17,039,595 1,162.107 6.8%
Unrestricted 21,500.005 20.416,743 1,083262 5.358

Total net assets S 39.701,707 37.456.338 2.245.369 6.0%

T h e  increase  in cash and  investm ents reflec ts additional reserves co llected  th is year in co n ju n c ­

tion w ith  bo n d  offerings plus an increase in m arket values.

T h e  increase in bonds and bond  in te re s t receivable, as well as in bonds am i bo n d  in te re s t pay­

able, reflects the  issuance o f  approx im ate ly  S30 m illion in new  bonds d u r in g  the  y ea r ne t o f  

paym ents o f  just over S i 5.3 m illion.

D ue to  p rim ary  g o v ern m en t rep resen ts  the excess o f  realized investm ent incom e ov er c u rre n t 

year o p e ra tin g  expenses and reserve req u irem en ts . T h e  majority o f  the  increase th is year is due 

to  a o n e -tim e  se ttlem en t o f  S2S7.172 received bv the  Bond Bank from  B ank o f  A m erica. T h e  

Bond Bank agreed to  tran sfe r the  se ttlem en t to  the S tate in re tu rn  for certa in  indem nifica tions 

related to  th e  se ttlem en t.

R estric ted  net assets rep resen ts  a p o rtio n  o f  the  orig inal ap p ro p ria tio n s m ade by th e  S tate  o f  

S IN /iO I.-ll-l to  fund the  Bond Bank. T h e re  have been no new ap p ro p ria tio n s since 19Kb. T h e  

Bond Bank fully funds itse lf  o u t o f  investm en t earn ings. U n restric ted  n e t assets rep resen t ac­

cum ulated  earn ings on  Bond Bank investm en ts and unrealized  gains th a t are seg reg ated  until

« '•  • • i  t M f i m  l  I  ft ’
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realized . T h e  m ajority  o f  the  increase in u n res tric ted  n e t assets is due to  m ark e t co n d itio n s  and 

th e  increase in fixed incom e secu rity  re tu rn s  over th e  year. T h e  B ond B ank’s investm en ts are- 

all held  in fixed incom e securities.

STATEMENT OF ACTIVITIES
T h e  s ta tem en t o f  activ ities show s the  activ ity  th a t o ccu rred  du rin g  th e  last fiscal year.

REVENUES
R evenues norm ally  inc lude ea rn ings o n  . 1  vestm ents an d  in te re s t paym ents received from  m u ­

nicipalities. E a rn in g s on  investm en ts inc lude in *n ,t o n  lixed incom e m arketab le  securities 

an d  th e  change in fair m arke t value o f  those  investm ents. D u rin g  2002 th e re  is one additional 

so u rc e  o f  revenue. T h e  Bond Bank received a se ttle m e n t paym ent o fS 2 8 7 ,1 7 2  from  the  Bank 

o f  A m erica as p a rt o f  an  ag reem en t betw een  Bank o f . u ueriea , the  S tate and  several bond  issuers 

th ro u g h o u t th e  state .

EXPENSES
E xpenses include in te rest paym ents m ade to  bond ho lders w ho purchased  th e  Bond Banks bonds, 

paym en ts m ade to  the  S ta te  o f  Alaska, and  o p e ra tin g  expenses. O p e ra tin g  expenses inc lude all 

ex p en d itu res  req u ired  to  issue bon d s d u H "g  the  c u rre n t year and include in -house  expenses as 

well as external c o n su lta n t fees. E xpenses are  su b trac ted  from  revenues.

As of June 30,
Change from 2001 to 2002 

Increase (Decrease)

2002 2001 Dollars Percent

Revenues:
Interest income on bonds receive,hie 
Imeslmenl earnings 
Settlement income

S 10.4 76.684 
3,773,809 

287,172

9.347,174
3.715,671

1,129,510
58,138

287.172

12.1%
1.6%
0.0%

Total income 14537,665 13062,845 1,474,820 11.3%

Expenses:
Interest expense
Operating expenses
Payments to pmnaiv government

IQ,909,508 
480,94. 
901.846

9,721.761
494,563
591,857

1.187.747
(13,621)
309,989

12.2%
(2.8%)
52.4'!;.

Total expenses 12.292.296 10,808,181 1,484,115 13.7%

Change In net assets 2245,369 2.254,664 (9,295) (0.4%)

Net assets, beginning of .period 37,456.338 35.201.674 2,254.664 64%

Net assets, end ol peiiod S 39.701.707 37.456,338 2,245,369 (i.0%
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Interest income and expense on bonds receivable and payable are a function of tbe total amount 
of bonds outstanding and die age of tbe bonds. T h e  increase in both these line items is expected 
given the net increase in bond issuance over bond payments over the last several years.

Investment earnings are a function ofm arket conditions. Because the Bond Bank only holds fixed 
income securities it was not subject to tbe volatility experienced by the equity markets during 
2002 therefore there is little change in investment earning from 2001 to 2002.

GOVERNMENTAL FUNDS
T he governmental hinds include the General Fund which accounts for the primary operations 
of the Authority and the Debt Service Fund which accounts for tbe resources accumulated and 
payments made on the long-term  debt o f  the Authority. T he primary difference between the 
governmental hinds and the statem ent o f net asset; is the elimination o f inter-fund payables 
and receivables and bond proceeds are reported as financing sources in governmental funds and 
thus contribute to the change in fund balance. In the statement of net assets, however, issuing 
debt increases long-term liabilities and does not affect the statement of activities. Similarly, 
repayment of principal is an expenditure in the governmental funds, but reduces the liability in 
the statem ent of net assets.

T he following tables show tbe changes in governmental funds.

As o f lunc 30,
Change from 2001 to 2002 

Increase (Decrease)

Assets:
Cash and investments 
Accrued interest lecoivable

Total assets
Liabilities:

Accounts payable and accrued liabilities
InteilTinr! payables
Due to primary government

Total liabilities

fund balance 
Reserved 
Unreserved

Total nel assets
Iota' liabilities and fund balance

2002 2001 Dollars Percent

$ 21,140,653 20,159.346 981,309 4.99(1
304,793 252,020 52.773 20,998

s 21.445.44S 20,411 366 1,034,082 5.198

169,779 153,511 16268 10.698
328.403 50.914 277.489 545.098
901,846 591,657 309.989 52,498

1.400028 796262 603746 75.8%

399,712 1.453,830 (1,054,118) (72,598)
19645,708 IS. 161.254 1.484,454 8:2%

20.045.420 19,615.084 430,336 2.298

$ 21,445.448 20.411366 1,034,082 5.1%



MANAGEMENT'S DISCUSSION AND ANALYSIS. COIIIINUED

Change from 2001 lo 2002 
As of June 30, Increase (Decrease)

DEBI SERVICE FUND

2002 2001 Dollars Percent

Asscls:
Cash and inveslmenls S 27,162,193 24,656,710 2.505,483 10.2%
Bonds anti bond interest receivable 220,891,-171 197,919,093 22.972.37S 11.6%
Interfund receivable 32S.403 50,914 277.489 545.0%

Total assets S 248.3S2.067 222,626.717 25,755,350 11.6%

Liabilities:
Accounts payable 5 87 2.349 (2.262) (96.3%)

Total liabilities 87 2,349 C2.262) (96.3%)

Fund halance-
Reseived 24S.381.9S0 222,624,368 25,757,612 11.6%

Total liabilities and fund balance S 24S.3S2.067 222.626.717 25,755.350 11.6%

GENERAL FUND
t

Change from 2001 lo 2002 
As of June 30, Increase (Decrease)

2002 2001 Dollars Percent

Revenues:
Interest income 
Settlement income

S 1,761,654 
287,172

1,791,806 (30.152)
287.172

(1.7%)

Total income 2.048,826 1 791,806 257,020 14.3%

Expenditures:
Operating expenses 
Payments to prlmaiy government

480,942
901,846

526,890
591,857

(45.948)
309,989

u 70 j)
52.4%

Total expenses 1.3S2.788 1.118,747 264,041 23.6%

Other financing sources - 
Transfers (235,702) 939,170 (1.174,872) (125.1%)

t xcess ol revenues oxer expenditure 430.336 1612.229 (1.181.893) (73,3%)

fund balance, beginning of period 19.615.084 18,002.855 2,254,664 125%

1 und balance, end ol period S 20045,420 19.6)5.084 1,072.771 5.5%
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DEB! SERVICE FUND

As of June 30,
Change from 2001 to 2002 

Increase (Decrease)

Revenues:
Interest income on bonds receivable 
Investment earnings

Tolal income

Expenditures:
Interest payments 
Principal payments

Tolal expenses

Olher financing sources:
Bond proceeds 
Transfers

Excess ol revenues over expenditure

Fund balance, beginning of period

Fund balance, end of period

2002 2001

S 10,476,684 
2,012.155

12.4S8.839

10.716.929 
15265,000

25.981.929

39.015,000
235.702

25,757.612

222,624,368

S 248,381,980

9,347,174
1,923,865

11,271,039

7,987578
15.632,000

23,619,578

44210,000
(939.170)

30.922.291

191,702,077

222,624,368

Dollars

1,129,510
88,290

1.217,SOI)

2.729,351
(307.000)

2,362 351

(5,195,000)
1,174,872

(5,164.679)

30.922.291

25,757,612

Percent

12.1%
4.6%

10.8%

34.2%
(2.3%)

10.0%

(11.8%)
(125.1%)

(16.7%)

16,1%

11.6%

DEBI
At year end  the A uthority hud 5220,605,878 ol bonds and notes outstanding up 12% from i |
Si 06,855.878 at June 30,2001. T h e  debt is secured by the assets o f  the Authority. T h e  outstand­
ing balance is comprised o f the following:

General obligation bonds payable $ 163,115,000
Revenue bonds payable 46,395,000

Coastal Energy noles payable 11,095,878

220.605.878

• E f t #
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INDEPENDENT AUDITORS' REPORT

T h e  Hoard o f  D irecto rs

Alaska M unicipal B ond Bank A uthority :

W e have aud ited  the accom pany ing  financial s ta tem ents o f  the  governm ental activities and each 

m ajo r fund o f  Alaska M unicipal Bond Bank A uthority  (a C o m p o n en t U n it o f  the  S tate o f  Alaska) 

as o f  and for the  year ended  Ju n e  30, 2002, which collectively com prise the A uthority ’s basic 

financial sta tem en ts , as listed in the accom panying table o f  conten ts. T h ese  financial sta tem en ts 

are the responsibility  o f  the A uthority 's m anagem ent. O u r  responsibility is to  express an op in ion  

on  these financial s ta tem ents based on  o u r  audit.

W e conducted  o u r aud it in accordance w ith aud iting  standards generally accepted in the U nited  

S tates o f  A m erica. T h o se  standards requ ire  th a t we plan and perform  the aud it to  ob ta in  rea­

sonable assurance ab o u t w h e th e r the financial sta tem en ts are free o f  m aterial m isstatem ent. An 

audit includes exam ining, on  a test basis, evidence su p p o rtin g  the am ounts and disclosures in d ie  

financial statem ents. An aud it also includes assessing the a: coun ting  principles used and significant 

estim ates m ade bv m anagem ent, as well as evaluating  t he overall financial sta tem en t presen tation . 

W e believe th a t o u r aud it provides a reasonable basis for o u r  opinion.

In o u r op in ion , the financial s ta tem en ts  referred  to  above p resen t fairly, in all m aterial respects, 

th e  financial position  o f  the  governm ental activities and each m ajor fund o f  the Alaska M unic i­

pal Bond Bank A uthority  (a C o m p o n e n t U n it o f  the  S tate  o f  Alaska) as o f  Ju n e  30, 2002, and 

th e  changes in financial position  th e re o f  for the  year then  ended  in conform ity  with accounting  

princip les generally  accepted  in the U n ited  S tates o f  A merica.

As discussed in no te I to  the financial sta tem ents, as o f ju lv  I, 2001 the  Alaska M unicipal Bond 

Bank A uthority  adop ted  G o v ern m en t A ccounting  S tandards Board (GASB) S ta tem en t N o . 34, 

Basic Financial Statewaits—mid A lanatreinent s Discussion mid Analysis—for State and Local Govern­
ments, as am ended .

T h e  accom panying  requ ired  supp lem en tary  in form ation  o f  m anagem en ts discussion and analysis 

on pages I th ro u g h  (i is n o t a requ ired  p art o f  the  basic financial sta tem ents but is supplem entary  

in form ation  requ ired  by accoun ting  princip les generally accepted in the U nited  States o f  America. 

W e have applied certain  lim ited p rocedures, which consisted principally o f  inquiries o f  m anage­

m en t regard ing  the m ethods o f  m easurem ent and p resen ta tion  o f  the required  supplem entary  

inform ation . I Iowcver, we d id  no t audit the in form ation  and express no  op in ion  on it.

l c p

S ep tem b er 13 ,2002
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STATEMENT OF NET ASSETS AND 

GOVERNMENTAL FUNDS BALANCE SHEET

June 30, 2002

Gcnctal
Fund

Dcbl Service 
Fund Total

Adjustments 
(Note 6)

Statement ot 
Net Assets

Assets
Cash and cash equivalents S 782,709 6,692,330 7,475,039 - 7,475,039

•vestments, at fair value (note 3) 20,132.946 20,469,863 40,602,809 - 40,602,809
Accrued interest receivable:

Bonds receivable 2.680 7,953,067 7,955,747 - 7.955,747
Investment securities 302,113 310,526 612,639 - 612,639

Bonds receivable (note 4) 225,000 212.627.S7S 212.S52.S78 - 212.S52.S7S
Interfund receivables - 328.403 328.403 (328.403) -

Total assets S 21,445,448 248,382,067 269,827,515 (328,403) 269,499,112

Liabilities
Accounts payable S 33,033 87 33,120 - 33,120
Accrued interest payable - - - 8,119,815 8.119,815
Arbitrage interest rebate payable 136,746 - 136,746 - 136746
Interiund payables 32S.403 - 328.403 (328.403) -

Due to primary government 901.846 - 901,846 - 901,846
Long-term liabilities (notes 4 and 5):

Portion due or payable within one year: 
General obligalP t Hands payable 13.110000 13,110,000
Revenue bonus payable - - - 4,075,000 4,075.000
Oilier long-term debt - - - 30,000 30,000

Portion due or payable alter one year: 
General obligation bonds payable _ _ 150.005,000 150,005,000
Revenue bonds payable - - - 42,320,000 42,320,000
Oilier long-term debt - - - 11.065.S78 11.065.878

Tolal liabilities 1,400,028 87 1.400.115 228.397.290 229.797.405

Fund Balanc.es/Nel Assets 
Fund balances:

Reserved
IJnrcsetvcd

399712
19,645.708

248,381,980 248,781,692
19.645,708

(248,781,692)
(19,645,708)

Tolal (und balances 20.045,420 248.381,980 268,427,400 (268.427.400) -

Tolal liabilities and fund balances S 21.445,448 248.382,067 269.827.515

Net assets:
Restricted lor debt service 18,201,702 18201,702
Unrestricted 21,500.005 21,500,005

Tolal net assets S 39,701,707 39,701,707

bVcaccnniiMiiviiui Holes In lin.imi.il sl.ileiiienK
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STATEMENT OF ACTIVITIES AND GOVERNMENTAL FUNDS REVENUES, 

EXPENDITURES, AND CHANGES IN FUND BALANCE

For the year ended June 30, 2002

General
fund

Debt Service 
Fund Tolal

Adjustments 
(Note 6)

Statement of 
Net Assets

Revenues:
Investment earnings S ),735,753 2,012,155 3,718,908 3,748,908
Settlement income (note 7) 287,172 - 287,172 - 287,172
Arbitrage interest rebate refund 24.901 - 24,901 - 24,901
Interest income on bonds receivable - 10.476.6S4 10,476,684 - 10.476,684

Total revenues 2,048,826 12,488.839 14,537.665 - 14,537.665

Expenditures/expenses:
Debt service:

Principal payments 15,265,000 15,265,000 (15,265.000)
Interest payments/expense - 10,716,929 10,716,929 192.579 10,909,508

Payments to primary government 901,846 - 901,846 - 901,846
Professional services 378.463 - 378,463 - 378,463
Personal sea ices 65,023 - 65,023 - 65,023
Printing and advertising 26.055 - 26,055 - 26,055
Administrative travel 8.520 - 8,520 - 8,520
Office expense 1.774 - 1.774 - 1.774
Miscellaneous expenses 1,107 - 1,107 - 1,107

Tolal expenditures/expenses 1.382.7SS 25,981,929 27,364,717 (15,072421) 12,292.296

Excess (deficiency) ol revenues 
over expenditures/expenses 666,038 (13.4r 3,090) (12,827052) 15,072.42) 2,245.369

Other financing sources/uses: 
Proceeds of bonds payable 39.015,000 39,015,000 (39,015000)
Transfers -  internal activities (235.702) 235.702 - - -

Tolal oilier financing source/use (235,702) 39.250.702 39.015,000 (39.015000) -

Excess (deficiency) o f  revenues and 
transfers in over expenditures/ 
expenses and transfers out 430,336 25,757,612 26,187,948 26.187,948

Change in net assets - - - 2.245.369 2.245,369
Fund balances/riel assets: 

Beginning ol the year 19,615.084 222.624,36, 242.239.452 (204.783 114) 37,456,338

End of the year 5 20,045,420 248,38’ 980 268,427.400 (176.349797) 39.701.707

See ,iiumi|MMYin<) note'. In lin.inti.il Ylotenienls

/ Ia/ » ' / !
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NOIES ro FINANCIAL STATEMENTS

NOTE 1 HISTORY/ REPORTING ENTITY

T h e  Alaska rVhinicipal B ond B ank  A u th o rity  (A u tho rity  o r  B ond Bank) w as created  p u rsu an t 

to  Alaska S ta tu te , C h a p te r  85, T itle  44, as am en d ed , (Act) as a pub lic  co rp o ra tio n  and in s tru ­

m en ta lity  o f  the  S ta te  o f  Alaska (S ta te), h u t w ith  a legal existence in d e p en d e n t o f  and  separate  

from  the  S tate . T h e  A u th o rity  is a d iscre te ly  p resen ted  c o m p o n en t u n it o f  the  S tate o f  Alaska 

for p u rp o ses o f  financial rep o rtin g .

T h e  A u th o rity  was c rea ted  for the  p u rp o se  o f  m ak ing  available to  m unic ipa lities w ithin the  S tate  

m oneys to  finance its cap ita l p ro jec ts  o r  for o th e r  au tho rized  purposes by  m eans o f  issuance 

o f  b o n d s  by the  A u th o rity  and use o f  p roceeds from  such bon d s to  purchase from  the m u n ic i­

palities th e ir  general ob lig a tio n  and  revenue bonds. T h e  A u th o rity  com m enced  o p era tio n s in 

A ugust 1975.

T h e  b o n d s  are ob lig a tio n s o f  the A u thority , payable on ly  from  revenues o r  funds o f  the A u th o r­

ity, an d  the  S ta te  o f  Alaska is n o t o b liga ted  to  pay p rincipal o r  in te re s t th e reo n , and n e ith e r  the  

faith an d  c re d it n o r  th e  tax ing  p o w er o f  the  S ta te  is p ledged  to  th e  bonds. T h e  m unicipal bonds 

and m unic ipa l b o n d  paym ents, investm en ts th e re o f  and  p roceeds o f  such investm ents, if  any, 

t: IT:- and  all funds and acco u n ts  es tab lished  by the  b o n d  reso lu tio n  to  he held  by the tru stee  (w ith

, '‘y  i the  excep tion  o f  th e  C oasta l E n erg y  L oan  D e b t Service P ro g ram , w hich is adm in istered  by  the

A u th o rity ) a re  p ledged  and assigned for th e  p ay m en t o f  bonds.

T h e  a u th o rity  m ay n o t issue revenue bon d s in excess o fS 5 0  m illion  in any fiscal year unless th e  

S ta te  o f  Alaska leg isla ture approves a g re a te r  am ount.

AS 44.85 .180(c) w as enac ted  in 1975, lim itin g  Bond Bank bonds o u ts tan d in g  a t any tim e to  

S i 50 m illion . T h is  s ta tu te  was am ended  in 1983 and 1984 to  raise the  lim it to  S200 m illion 

and  S300 m illion , respectively. Total Bond Bank bonds and n o tes  o u ts tan d in g  as o f  Ju n e  30, 

2002 are approx im ate ly  S221 m illion  T h u s , the lim it on  add itiona l bond  issuance at th is tim e 

is ap p rox im ate ly  S79 m illion.

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

T h e  A u th o rity  ad o p ted  th e  provisions o f  G o v ern m en ta l A ccoun ting  S tandards Board (GASB) 

S ta te m e n t N o . 34, BasicFinnnciai Statements-—and 4 lanagement'sDiscussion and Analysis—for State 
am! Local Governments and GASB Statement No. 3 7, Basic Financial Statements—and \  Inna^ement's 
Discussion and Analysis—fo r State and Local Governments: Omnibus. T h e se  standards and GASB 

S ta te m e n t N o . 38, Certain Financial Statement Disclosures w ere app lied  effective Ju ly  1, 2000.

G A SB S ta te m e n t N o . 34 estab lishes standards for ex ternal financial re p o r tin g  and requ ires that 

resou rces he classified for acco u n tin g  and re p o r tin g  purposes as follows:



(A) GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

T h e  s ta te m en t ol ne t assets anti the  s ta tem en t o f  changes in n e t assets re p o rt in form ation 

on all o f  th e  activ ities o f  th e  A uthority . F o r th e  m o st part, th e  effect o f  interhinc! activity 

has been rem oved  from  these  s ta tem en ts . T h e  balance sh e e t an d  s ta te m e n t o f  revenues, 

ex p en d itu res  and changes in fund balances a re  p rov ided  for governm en ta l funds.

(B) MEASUREMENT fOCUS, BASIS Of ACCOUNTING. AND FINANCIAL STATEMENT PRESENTAIION

T h e  g o v ern m en t-w id e  financial s ta tem en ts  a re  rep o rted  u sing  the  ecowwic resources 
measurement focus and  th e  accrual basis o f accounting. R evenues a rc  reco rd ed  w hen earned  

and expenses are reco rd ed  w hen a liability :s in cu rred , regardless o f  the  tim ing  o f  related 

cash (lows.

G o v ern m en ta l fund financial s ta tem en ts  a re  re p o rte d  using  the  current financialresources 
measurementfocus and  the  modified accrual basis o f accounting. R evenues are recognized as 

soon  as th ey  a re  bo th  m easurab le  and available. R evenues are co nsidered  to  be available 
w hen th ey  are co llec tib le  w ith in  th e  cu rren t p eriod  o r soon  en o u g h  th e re a fte r  to  pay 

liabilities o f  th e  c u rre n t p erio d . F o r  th is ou rpose, th e  g o v ern m en t considers revenues 

to  be available if  they  are  co llec ted  w ith in  ISO days o f  the  end  o f  th e  c u rre n t fiscal p e­

riod . E x p en d itu re s  gen era lly  are recorded  w hen  a liability  is in cu rred , as u n d er accrual 

accoun ting . I fowevcr, d e b t service expend itu res are reco rded  o n ly  w hen paym ent is 

due.

T h e  A u th o rity  rep o rts  th e  fo llow ing  m ajo r go v ern m en ta l funds:

-  T h e  general fund  is the  A u th o rity ’s p rim ary  o p era tin g  fund. It accounts for all 

financial resources o f  th e  A uthority , except those  req u ired  to  be accoun ted  for 

in a n o th e r  fund.

-  'F h e  debt service fund  accoun ts  for th e  resou rces accum ulated  and paym ents 

m ade  for p rincipal and  in te re s t on  lo n g -te rm  d e b t o f  th e  A uthority .

T h e  purposes o f  each o f  these funds are described  in tbe  fo llow ing paragraphs:

GENERAL FUND

T b e  G en era l F und  is co m p rised  o f  a custod ian  acco u n t and an o p e ra tin g  accoun t. T b e  

custod ian  acco u n t is es tab lished  to  accoun t fo r ap p ro p ria tio n s by th e  S tate  o f  Alaska 

L eg isla tu re  available to  fond th e  special reserve accoun t. T h e  o p e ra tin g  accoun t is es­

tab lished  to  acco u n t for tb e  o rd in a ry  o p era tio n s ol the A uthority . M oneys are  derived 

from  th e  fo llow ing  sources: (a) am oun ts  ap p ro p ria ted  by the  L eg isla tu re , (b) lees and 

charges co llec ted , (c) incom e on investm ents o f  th e  S ta tu to ry  Reserve A ccount in excess 

o f  requ ired  debt service reserves requ ired  by bond  reso lu tions and (d) any o th e r  m oneys 

m ade available for p u rposes o f  th e  G enera l F und  from  any o th e r  source.

A m ounts in the  O p e ra tin g  A ccoun t m ay be used to  pay (a) adm in istra tive  expenses 

o f  the  A uthority , (b) fees and expenses ol th e  tru s te  1 and paying agents, (c) financing 

costs in cu rred  w ith respec t to  issuance o f  bon d s and (d) any expenses in carry ing  out 

anv o t lv r  p u rp o se  th e n  au th o rized  by tb e  Act. '1 he excess revenues o f  the  O p era tin g  

A ccount a re  re tu rn ed  to  th e  S tate  o f  Alaska.
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NOTES 10 FINANCIAL STATEMENTS, C0NIINUE0

Summaty of Significant Accounting Policies, continued 

DEBI SERVICE fUlID

W ith in  the D eb t Service F und , separate  D e b t Service P ro g ram s have been estab lished  for 

each bond  reso lu tion  to  accoun t for th e  p o rtio n  o f  bo n d  sale p roceeds used to  purchase 

ob liga tions o f  th e  m unicipalities and for the  paym en t o f  in te re s t and  p rincipal on  all bonds 

o f  th e  A u th o rity  issued u n d er th e  n in e  reso lu tions. E ach  p rog ram  is co m p rised  o f  an ' i n ­

te re s t acco u n t” and  a “principal acco u n t,"  bo th  o f  w hich a re  m ain ta ined  by a tru stee . T h e  

receip ts o f  in te re s t and principal from  the m unic ipa lities and th e  S ta tu to ry  R eserve A ccount 

a re  deposited  in these p rog ram s and are used lo  pay in te re s t and  p rincipal on  th e  A u tho rity  

bonds. O ne additional D eb t Service P rog ram  has been established to  accoun t for transactions 

n o t involving bo n d  reso lutions. T h is  is th e  C oasta l E n erg y  L oan D e b t Service P ro g ram . 

T h e  C oasta l E nergy  L oan  D eb t Service P ro g ram  is n o t m ain ta ined  by a tru s tee . Paym ents 

o f  in te re s t and p rincipal by m unic ipa lities hav ing  coastal energy  loans are m ade d irec tly  to  

the  federal g o v ern m en t by the m unic ipa lities and  are  acco u n ted  fo r in the  C oasta l E nergy  

L oan  D e b t Service P rogram .

SIAIUIORY RESERVE ACCOUNT

T h e  S ta tu to ry  R eserve A ccount is estab lished  to  acco u n t for (a) m oney  available to  fund 

d e b t service reserves requ ired  by fu tu re  bond  sales tin d e r various bond  reso lu tions (C u s to ­

d ian  A ccount) an d  by (b) d e b t service reserves w hich have already been  estab lished  u n d er 

various bond reso lu tions w hich are to  be used in the case o f  a deficiency in a D eb t Service 

P ro g ram  in accordance w ith its respective bo n d  reso lu tion  (reserve accoun ts). S epara te  

reserve accoun ts exist u n d e r each bond  reso lu tion  as follows:

1976 General Bond Resolution -  T h e  am o u n t o n  d eposit in th e  reserve accoun t is 

to  be th e  g rea te r  o f  the m axim um  annual d eb t service req u irem en t o r  10% o f  all 

m unicipal loan ob liga tions o u ts tan d in g . T h e  reserve acco u n t is com prised  o f  the 

o rd inary  reserve sub-accoun t and a special reserve sub-account. B oth are m aintained 

by a trustee . T h e  o rd inary  reserve sub -accoun t is created  as a resu lt o l th e  A uthority  

increasing each bond issue bv the am o u n t necessary to  fund one th ird  o f  the required  

deb t service reserve o r  w ith  a tran sfe r from  th e  C ustod ian  A ccoun t unreserved  in ­

vestm en t earn ings account. T h e  special reserve sub -accoun t is c rea ted  at an am oun t 

equal to  tw o th irds o f  the  requ ired  deb t service reserve from  m oneys m ade available 

by the  legislative ap p ro p ria tio n  resid ing  in the  C usto d ian  A ccount.

1990 Revenue Bond Resolution -  U n d e r  th is reso lu tion  a special reserve  accoun t 

was c rea ted  at an am o u n t equal to  the  m axim um  annual d eb t service o f  m unicipal 

ob liga tions o u ts tan d in g  from  m oneys m ade available by legislative ap p ro p ria tio n  

resid ing  in the C ustod ian  A ccount.

199j  Revenue Bond Resolution -  U n d e r  this reso lu tion  a special reserve account 

was c rea ted  a t an am ount equal to  the m axim um  annual deb t service o f  m unicipal 

ob liga tions o u ts tan d in g  from  m oneys m ade available by legislative ap p ro p ria tio n  

resid ing  in the C ustod ian  A ccount.



I 995 Revenue Bond Resolution -  U n d e r  this reso lu tio n  a special reserve acco u n t 

was c rea ted  a t  an  am o u n t equal to  th e  m axim um  annual d e h t service o f  m unicipal 

ob liga tions o u ts ta n d in g  from  m oneys m ade available by legislative ap p ro p ria tio n  

resid in g  in  th e  C u s to d ian  A ccoun t.

i m  Revenue Bond Resolution -  U n d e r  th is reso lu tio n  an o rd in ary  reserve acco u n t 

was c reated  a t an am o u n t equal to  th e  lesser o f  10% o f  th e  p roceeds o f  the  1997 

S eries A bonds o r  th e  m axim um  annua l d e b t service on all S eries 1997 A bonds 

o u ts tan d in g  u n d e r  th e  reso lu tio n .

199$ Revenue Bond Resolution -  U n d e r  th is re so lu tio n  a special reserve acco u n t 

was c reated  a t an am o u n t equal to  th e  m axim um  annual d e b t service o f  m unicipal 

ob liga tions o u ts ta n d in g  from  m oneys m ade available by legislative a p p ro p ria tio n  

resid ing  in the  C u s to d ian  A ccoun t.

1999 Revenue Bond Resolution -  U n d e r  th is re so lu tio n  a special reserve acco u n t 

was c reated  at an  am o u n t equal to  tu e  m axim um  annua l d e h t service o f  m unicipal 

o b lig a tio n s o u ts ta n d in g  from  m oneys m ade available by legislative ap p ro p ria tio n  

resid ing  in th e  C u s to d ian  A ccoun t.

2000 Revenue Bond Resolution -  U n d e r  th is re so lu tio n  a special reserve acco u n t

was crea ted  a t an  am o u n t equal to  th e  m axim um  annua l deb t service o f  m unicipal ( »„• ;

ob liga tions o u ts ta n d in g  from  m oneys m ade available by legislative ap p ro p ria tio n  k $ 7
resid ing  in th e  C u s to d ian  A ccoun t.

2001 Revenue Bond Resolution -  U n d e r  th is re so lu tio n  a special reserve acco u n t 

was c rea ted  a t an am o u n t equal to  th e  m axim um  annual d eb t serv ice o f  m unicipal 

o b lig a tio n s o u ts ta n d in g  from  m oneys m ade available by legislative ap p ro p ria tio n  

resid ing  i.i the  C u s to d ian  A ccoun t.

A m oun ts in the  S ta tu to ry  R eserve A ccoun t in excess o f  (a) req u ired  d e h t service 

reserves, (b) a p p ro p ria tio n s  by th e  leg isla ture res id in g  in th e  C u s to d ian  A ccount, 

an d  (c) incom e on  n o n leg is la tu re -ap p ro p ria te d  funds a re  tran sfe rred  to  the  O p e r­

a tin g  A ccount. In co m e o n  n o n le g is la tu re -ap p ro p ria te d  funds, rep re se n tin g  excess 

o f  revenues o v er ex p en d itu res  o f  th e  o rd in a ry  reserve accoun ts and in te re s t earned  

o n  the  unreserved  investm en t ea rn in g s  acco u n t is accum ulated  in th e  C ustod ian  

A ccoun t and is available to  fund  the  special reserve account.

\m sm a B S U S S S S B U B li
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Summaiy of Signilicanl Accounting Polities, conlinued

(0 RESIRICiED ASSE1S

C ertain  resources set aside for the  repaym ent o f  the Authority's bonds, net o f  certain 
proceeds from additional bonds issued, are classified as restricted net assets on the state­
m ent o f  net assets because they are m aintained in separate trust accounts and their use is 
lim ited bv applicable bond covenants. Included in cash and cash equivalents and invest­
m ents is $26,179,702 o f restricted assets. T hese  assets were funded from the issuance of 
$7,978,000 ol reserve bonds and a transfer o f $18,201,702 o f state appropriation.

•

(D) LONG-TERM OBLIGATIONS

In the governm ent-w ide financial statem ents, long-term  debt and o th e r long-term  
obligations are reported as liabilities in the statem ent o f  net assets.

(!) FUND EQUliy

In the fund financial statements, governm ental funds report reservations o f  fund balance 
for am ounts that are not available for appropriation o r are legally restricted by outside 
parlies for use for a specific purpose. In the governm ent-w ide financial statem ents, 
restrictions o f  net assets are reported when externally imposed.

K ?
(f) INTEREST ARBITRAGE REBATE

Bonds issued after August 15, 1986 are subject to Internal Revenue Service income tax 
regulations which require rebates to  the U.S. G overnm ent o f in terest incom e earned 
on investm ents purchased with the proceeds from the bonds or any applicable reserves 
m excess o f  the allowable yield o f  tbe issue.

(G) INCOME TAXES

T h e  A uthority is exempt from paying federal and state income taxes.

N 0IC 3 CASH AND INVESTMENTS

T h e  A uthority considers all highly liquid investm ents purchased with an original m aturity of 
three m onths o r  less at the date of purchase to be cash equivalents. Cash and cash equivalents 
at June 5(1 consist o f  dem and deposits with various financial institutions. •

T h e  bank balance o f  all o f  the A uthority’s deposits with financial institutions are insured by 
the I I  >IC o r collateralized by securities held in the A uthority’s name by its custodial agent, A 
sum m ary o f deposits at June JO, 2002 follows:

1

Book balance S 7,475,039

Bank balance $ .7.476.035

. r>  -■*.-‘̂ 7 rr



Investm en ts consist o f  m arketab le d eb t securities, p rim arily  U .S. G o v e rn m e n t securities and are 

carried  a t fair m arke t value. T h e  follow ing is a detail o f  investm ents at Ju n e  30, 2002:

A gencies S 3 ,720,986

U .S . G o v e rn m e n t securities S 36,881,823

S 40 .602 .809

T h e  G o v ern m en ta l A ccoun ting  S tandards B oard (CiASB) S ta te m e n t N o . 3 requ ires a d isclosure 

reg a rd in g  custodial c re d it risk to  ind icate the  chance o f  loss in the even t a financial in s titu tio n  or 

th ird  part}' ho ld in g  th e  A u th o rity ’s deposits o r  securities fails. D eposits  and those investm en ts 

rep resen ted  by specilic, iden tifiab le securities are classified in to  th ree  ca tegories o f  c red it risk:

C a teg o ry  I -  In su red  o r  reg is te red , o r  securities held  by th e  A u th o rity  o r  its custod ian  in the 

A u th o rity ’s nam e; C a te g o ry  2 -  U n in su red  o r  un reg is te red , w ith securities held  by th e  co u n te r­

party’s tru s t d ep a rtm en t ( if a bank) o r  agen t in the A uthority 's nam e; and  C a tego ry  3 -  U n insu red  

and un reg is te red , w ith  securities held  by the  coun terparty , o r  by its tru s t d e p a r tm e n t (if a bank) 

o r  agen t, b u t n o t in th e  A u thority 's  nam e. C a teg o ry  I is th e  h ighest level o f  safekeeping  security  

as defined  by GASB.

At Ju n e  30, 2002, th e  A u th o r ty s  investm ents consist o f  U .S . G o v ern m e n t S ecurities, A gen - t .
cies, and cash  equ ivalen ts and are  considered  to  be C a teg o ry  I ,>s defined  by  GA SB S ta te m e n t 00 '
N , , 3 .  . . .  , | g ^
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NOIES10 FINANCIAL SIAIEMFHIS, CONTINUED

NOTE 4 BOND AND NOTES RECEIVABLE

B onds anil notes receivable by  d eb t service p ro g ram  a t Ju n e  30, 2002 m a tu re  in vary ing  annual 

in s ta llm en ts  as Follows:

1993A
Anchorage

1990 Parking 1993B 1993C 1995A 1997A 1998A
Year ending 
June 30

1976
General

Yalttilal
Revenue

Authority
Revenue

Kodiak
Revenue

Kodiak
Revenue

Seward
Revenue

Ketchikan
Revenue

Ketchikan
Revenue

2003 S 12,780,000 45.000 845.000 170,000 445,000 145.000 _ 1.560,000
2004 13,400.000 50,000 890000 180,000 460.000 155,000 630,000 605,000
2005 12.310.000 55.000 930.000 185.000 - 165,000 660,000 630,000
2006 11.315.000 60000 980,000 195,000 - 170.000 690,000 660,000
2007 9.110,000 60.000 - 205,000 - 180,000 725.000 685,000
2008-2012 46.638,000 390,000 - 450.000 - 1,090.000 4.215,000 3.930.000
2013-2017 31.539,000 200.000 - - - 825.000 5,490.000 S95.000
2018-2022 19,570,000 - - - - - 1,290,000 -

S 156,662,000 860,000 3,645.000 1,385,000 905000 2.730,000 13,700.000 8.965.000

BlTC-j U 1999A
Year ending 
June 30

1998B
Horner

Revenue
Inter-Island

Ferry
Revenue

2003 S 270,000 65.000
2004 285,000 70.000
2005 230,000 70,000
2006 235.000 75000
2007 250,000 80,000
2008-2012 620,000 455000
2013-2017 - 600,000
2018-2022 - 450,000

S 1.800.000 1.808.000

2000A
Unalaska
Revenue

2000B
Seward
Revenue

2001A 
Ketchikan 
Revenue

200 IB 
Ketchikan 
Revenue

Coastal
Energy
loan Total

390,000 90.000 25,000 25,000 30.000 16885,000
910,000 90,000 75,000 105000 30.000 17.435000
430.000 95,000 75.000 110,000 5.400,000 21.345,000
445000 105000 80,000 115000 400.000 15525000

- 110,000 85.000 120,000 400.000 12.010,000
- 635,000 480,000 710.000 1.100,000 61.013,000
- 820,000 615,000 910,000 1,300,000 43,194,000
- 1,055,000 290,000 430,000 2,135878 25,220,878

1.078.000 3.000.000 1.725.001) 2.525,000 11.005,878 212.027,878



Included in the  general fund is $225 ,000  o f  7 .9%  b o n d s  received due from  the  C ity  o f  H aines 

w hich m a tu re  th ro u g h  2009.

U n d e r the  C oasta l E nergy  Loan P ro g ram  (P ro g ram ), the A u th o rity  issued $5 ,000 ,000  1986 

Series A C oasta l E n erg y  B onds (B onds) payable to  th e  N a tio n a l O cean ic  and A tm ospheric  

A dm in is tra tion  (N O A A ). T h e  p roceeds o f  these  b o n d s  w ere used to  purchase p o rt revenue 

bonds from  th e  C ity  o f  N o m e. T h e  C ity  o f  N o m e  en te red  ito  a tr ip a rtite  ag reem en t w ith  

N O A A  and th e  A u tho rity  effective A ugust 2, 1994 to  defer paym ent to  the principal and  ac­

crual o f  in te re s t for ten years. T h e  rela ted  loan payable does n o t r r e s e n t a general o b lig a ­

tion o f  th e  A u th o rity  as it is payable on ly  from  proceeds receive*1 a m i the  C ity  o f  N o m e .

Also u n d e r the  P ro g ram , the A u tho rity  issued $6 ,563 ,000  1987 Series A C oastal E nergy  B onds 

payable to  N O A A . T h e  proceeds o f  these  bon d s w ere used to  purchase p o rt revenue b o n d s from  

the C ity  o f  S t. Paul. T h e  C ity  o f  S t. Paul e n te re d  in to  a tr ip a rtite  ag reem en t w ith N O A A  and 

the A u th o rity  effective D ecem b er 14, 2000 to  m odify  and am end  th e  repaym en t te rm s in c lu d ­

ing principal and in terest.

T h e  re la ted  loan payables d o  n o t rep resen t a genera l ob liga tion  o f  the  A u th o rin ’ as th ey  a re  pay­

able on ly  fro .., p roceeds received from  th e  C ity 'o f  N o m e  and Sr. Paul, respectively. P aym en t o f  

p rincipal and in te res t on  th e  Bond B ank’s C oasta l E n erg y  B ond is n o t secured bv a p ledge o f  any 

am oun ts  held  by o r  payable to  th e  Bond Bank u n d e r the  G en e ra l B ond R esolution , in c lu d in g  

the R eserve A ccount, and is n o t in any way a d e b t o r  liability  o f  the Bond Bank.

"■affllMa ’‘vTJUfiiGCV: - • I  O M l ’M  b ro t m x m m w M a M im  K H xam raM w
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NOTE 5

IIOIES10 FINANCIAL WAIFMENIS, CONTINUED

LONG TERM LIABILITIES

*

u- ' 32

Debt Service Funds

ISSUE

1976 General Bond Resolution Program:
1992 Series A

City and Borough of Silka 
Aleutians East Borough

1992 Series B:
City ol Cordova 
City of Petersburg

1993 Series A - first Issue:
Municipality of Anchorage 
City of Bristol Bay
City of Kenai 
Cily of Palmer 
City of Petersburg 
City of Seward 
City ol Silka 
City of I Jnnlaskn 
City of Wrangell 

1993 Series A ■ Second Issue:
City of Petersburg 
Cily ol Soldotna 
Seafirst Bank 

1993 Series A • Ihlrd Issue:
City of Kelchikan 
City of Nenana 
City of Seward 
City of Wrangell 

1993 Series B - Cily ol Kenai
1993 Series C - Aleutians Tasl Borough 
19^4 Series A
Fairbanks North Star Borough 
City of Kenai 

1995 Series A 
City of Haines 
Kenai Peninsula Borough 

1995 Series B - Cily ol Craig 
1995 Seilos C ■ l ake and Peninsula Botough
1995 Series L) - Cily of Palmer
1996 Series A 

City of Hoonah 
Cily of Soldotna

Interest
rate

3.8%-4.75%

11V5.65'!.,

3%-5%
3.15%-4.85%

4%-5%

4.5W7'!

52%-7.25%
3.8%-6%
5%-6%

4%-5.5%

Principal
outstanding

4.60V6% S 685,000

3.5%-6.625% 1,000,000

3.1%-5.35% 4,570.000

790,000

3.790.000

720.000
200.000 
865.000

6S55.000

1 140,000
2150.000
1.595.000
2.275.000

Statutory Reserve Funds 
Ordinary Reserve Account

Interest
rate

Principal
outstanding

6% S 330,000

6.625% 20,000

3.296-5.8% 855,000

45%-7%

6,0%

740000

510.000



THE BOND BANK V  h  - , u

Statutory Reserve Funds
Debt Service Funds Ordlnaiy Reserve Account

Interest Principal Interest Principal
ISSUE rate outstanding rate outstanding

1996 Series B -  Cily of Seward 4.5%-6.750% S 6,620,000 4.596-6.75% S 205,000
1997 Series A: 5.0%-S. 1% 895,000 - -

Lake & Peninsula Borough 
Cily ofYakutal 

1997 Series B -  Cily of Ketchikan 4.596-6% 9,715,000 4.5596-6% 485.000
1998 Series A: 7.320,000 5.096 100,000

Cily of Wasilla 
Aleutians Easl Borough 

199S Series B:

4.6396-696
4.6396-5.6398

3.045,000
Cily of Homer 
Cily of Cordova 

1999 Series A:

4,096-4,375%
4.0%-4,7596
4.375%-5.5% 11,540,000 4.37596-5.596 360.000

Cily of Silka
Aleutians Easl Borough 

2000 Series A: 5.5‘?b-5.S75"o 8,840,000 5.596-5.87 5% 305.000
Cily of Fairbanks 
Cily of Cordova 

21100 Series B; 4,898-6.0% 10,045.000
Cilv of Kaklovik 
Gly of Silka 
Cily of Unalaska 

2000 Series O
Northwest Arctic Borough 4.53-5.75% 21,235,000 5.79,. 610,000

2000 Series D -  Petersburg 4.55-5.70% 1,750,000 0.096 -
2000 Series E: 4.75-5.375% 14.622,000 5.0-5.37596 473.000

Kenai
Kodiak Island Borough 
Lake and Pen-Pod 
Wrangell 
Nome-School 

2000 Series E -  Kodiak Island Borough 6.90-9.0% 1.095.000 0.0%
2001 Series A - Northwest Arctic Borough 4.4%-5.0% 15.05501)0 4.496-5.0% 420,000
2001 Series B • Aleutians Easl Borough 3.875%-4.750% 3,550.000 3.87596-4750% 285,000
2002 Series A-Cily or Wasilla 2.596-4.596 14.700,000 2.596-1.5% 755.000

lolal 1976 General Bond Resolulion Fund 

1990 Y.ikulut Revenue Bond Resolulion fund 7%-7.7%

156.662.000

860,000 _

6,453.000

1993A Anchorage Parking Autliorilv Revenue 
Bond Resolulion Fund 3.1 "9-5.59-, 3,645,000

I993B Kodiak Revenue Bund Resolution 1 und 3.3'Si-5.59(i 1,385000 - -
1993C Kodiak Revenue Bund Resolulion Fund 2.85960.996 905,000 - -
I995A Seward Revenue Bond Resolulion Fund 4.85%-7.35% 2,730,000 - -
1997A Ke'tchikan Revenue Bond Resolulion l urid 4.996-5.75% 13.700,000 4.996-5.75% 1.525.000
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Statutory Reserve funds 
Debt Service Funds Ordinary Reserve Account

Interest Principal Interest Principal
ISSUE rate outstanding rate outstanding

I99SA Ketchikan Revenue Bond Resolution Fund 4.G%-4.7% 8,965,000
1998B Homer Revenue Bond Resolution Fund 4.0%-4.5% 1,890,000
1999A Inler-lskind Ferry Revenue Bond

Resolution Fund 5.125%-5.9% 1,865,000
2000A Unalaska Revenue Bond Resolution Fund 4.9%-5.75% 1,675,000
2000B Seward Revenue Bond Resolution Program 4,35-5,50% 3,000,000
2001A Ketchikan Revenue Bond Resolution Fund 4.5%-4.9% 1,725000
2001B Ketchikan Revenue Bond Resolution Fund 4.5%-4.9% 2.525,000

Total Revenue Bonds 44,870,000

Coastal Energy Reserve Loan Fund:
City of Nome port facility revenue bond 8.5% 5,000,000
City of Saint Paul -  fuel dock 5.006 6,095,878

Total Coastal Energy Reserve Loan Account 11,095,878

S 212,627,878 S 7,978,000

D uring  the  year ended  Ju n e  3 0 ,2 0 0 2  the  A uthority 's lo n g -te rm  liabilities changed  as follows:

Beginning End
of yeai New debt Repayments of year

General obligation bonds payable S 139,895,000 34,765,000 11,545,000 163.11.,000
Revenue bonds payable 45,835,000 4,250.000 3,690,000 46,395,000
Other long-term debt 11,125.878 - 30,000 11,095,878

Tolal 5 196,855,878 39,015,000 15,265,000 220,605,878

G enera l ob ligation  bonds are secured  by bonds receivable and  by am oun ts  in tbe  o rd in ary  

reserve account. T h e  ac t fu rth e r p rovides th a t if  a m unic ipa lity  defau lts  on  its p rincipal a n d /o r  

in te rest paym ents, u p o n  w ritten  no tice by tbe  A uthority , tbe  S ta te  o f  Alaska m ust pay to  tbe 

A uthority  all funds due tb e  defau lting  m unic ipa lity  from  tbe S tate  in an am o u n t sufficien t to  

clear th e  default. L oans m ade u n d e r tbe C oastal E n erg y  L oan  P ro g ram  are payable on ly  from  

proceeds received from  the m unicipalities to  w hich tb e  loans w ere m ade.

J i i W E E l , : ; ,  " :-------- j ,1 „ _______________________________________________________________________________ ■ ■ I k

1,525,000
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T h e  above bonds m atu re  in vary ing  annual in sta llm en ts  and  a t  J u n e  30, 2002 are  as follows:

Year ending 
lune 30

197C
General Reserve

1990
Yakutat
Revenue

1993
APA

1993B
Kodiak

Revenue

1993C
Kodiak

Revenue

2003 S 12,780,000 330.000 45,000 845,000 170,000 -15,000
2004 13,400,000 225,000 50,000 890,000 180,000 460,000
2005 12.310.000 545.000 55,000 930,000 185,000 -

2006 11,315,000 1,250,000 60,000 9S0.000 195,000 -
2007 9.110,000 - 60.000 - 205,000 -
2008-2012 46,638,000 1,287,000 390,000 - 450,000 -

2013-2017 31,609,000 506,000 200.000 - - -
2018-2022 19,500,000 2,310000 - - - -

S 156,662.000 6,453.000 860,000 3,645,000 1,385,000 905,000

Year ending 
June 30

1997A
Kclchlkan
Revenue

General
Reserve

2003 S - -
2004 630,000 -

2005 660,000 -

2006 690,000 -

2007 725,000 -

2008-2012 4,215.000 -

2013-2017 5.490,000 -

2018-2022 1,290,000 1,525,000

S 13,700,000 1,525,000

1998A
Ketchikan
Revenue

1998B
Homer

Revenue

1999A
Inter-Island

feny
Revenue

1,560,000 270,000 65,000
605,000 285,000 70,000
630,000 230,000 70,000
660,000 235,000 75,000
685,000 250,000 80,000

3.930,000 620,000 455,000
895,000 - 600,000

- - 450,000

8,965.000 1,890,000 1,865.000

1995A
Seward
Revenue

145.000
155.000
165.000
170.000
150.000 

1.090,000
525.000

2.730.000

Year ending 
June 30

2000A
Unalaska
Revenue

2000B
Seward
Revenue

2001A
Ketchikan
Revenue

200IB
Ketchikan
Revenue

Coastal
Energy
Loan

Total
Principal

Total
Interest

2003 c 390,000 90,000 25.000 25,000 30,000 17,215,000 9,728,909
2004 410,000 90,000 75,000 105,000 30,000 17,660000 9,286,600
2005 430,000 95,000 75,000 110,000 5.400,000 21,890,000 11.894.53S
2006 445,000 105,000 80.000 115,000 400,000 16,775,000 7,907.055
2007 - 110,000 85,000 120,000 400,000 12,010,000 7,168.983
2008-1012 - 635,000 480,000 710,000 1,400,000 62,300,000 27,647,7 >7
2013-2017 - 820.000 615.000 910.000 1,300,000 43,770,000 13,871,525
2018-2022 - 1,055.000 290,000 430,000 1,500,000 28,350,000 3.805.6S6
2023-2024 - - - - 635,878 635,878 414,122

S 1,675,000 3000,000 1,725,000 2,525,000 11.095,878 220,605,878 91,725.175



HOIES10 FINANCIAL STATEMENTS, CONTINUED

NOTE 6  AD3USTAENTS

C erta in  ad justm en ts are considered  to  be necessary to  the  governm ental h inds in  o rd e r  to  p resen t 

th e  A u tho rity 's  financial position  and th e  resu lts o f  its o p era tio n s. T h e s e  ad justm en ts  include 

th e  e lim ina tion  o f  in te r-fu n d  payables and receivables. A dditionally , bond  p ro ceed s are  rep o rted  

as financing  sources in governm ental funds and th u s c o n tr ib u te  to  the change  in fund balance. 

In tb e  s ta te m e n t o f  n e t  assets, how ever, issu ing  d e b t increases lo n g -te rm  liabilities and  does 

n o t affect the s ta te m en t o f  activities. S im ilarly, re p a y m en t o f  principal is an ex p en d itu re  in the 

gov ern m en ta l funds, b u t reduces the liability  in  the  s ta te m e n t o f  n e t assets.

NOTE 7 BANK OF AMERICA SETTLEMENT

D u rin g  2002 the H ond Bank received a p ay m en t o f  S 2 S 7 ,172 as its sha re  o f  a se ttle m e n t m ade 

betw een  Bank o f  A m erica, the  S tate  o f  Alaska an d  various m unicipal bo n d  issuers in th e  state. 

T h e  se ttle m en t was reached  in a d ispu te co n c e rn in g  Bank o f  A m erica’s h an d lin g  o f  certa in  

unclaim ed bond paym ents d u rin g  its te n u re  as th e  b o n d  issuers’ paying agent.

T h e  B ond Bank subsequen tly  en tered  in to  an  a g re em e n t w ith  th e  S tate w h ereb y  the  B ond Bank 

rem itted  its se ttle m en t o f  S 2S 7,172 to  th e  S tate  in re tu rn  for th e  S ta te ’s p ro m ise  to  indem nify  

the  Bond Bank against any fu tu re  claim s m ade aga in st th e  B ond Bank in reg a rd  to  uncla im ed  

3 , p ro p erty  resu ltin g  from  the  bond  offerings covered by th e  se ttlem en t.

S w

NOTE 8 SUBSEQUENT EVENT

S ubsequen t to ju n e  30 ,2002 , the Alaska S tate Legislature appropria ted  approxim ately  570 0 ,0 0 0 o f  

Bond Bank funds to  be used d u rin g  2003 to  m eet th e  o p era tio n a l needs o f  th e  S tate  o f  Alaska.
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DEBT FINANCING HELPED 
MAKE THIS HAPPEN.

•. r.r>.*4 » «••. .- »• . ..- . •yfy.y. -.Vfc • .’J-'.

H O O N A H  * ..
(population 900)
School Gymnasium Construction

/• / / 1

Hoonah's old gymnasium was so small that many sports fans 
had to watch basketball games standing out in the hallway.
Also, there were safety concerns becausp some sports equip­
ment had to be stored on the gym floor. To build their'new 
gymnasium, the City of Hoonah put together a loan package tha‘ 
included SI million from the federal Department of Agriculture, 
Rural Development Office, and SI million from the Bond Bank.

Interest rate on the Bond Bank financing was 4.4% and the pay 
back period was ten years. To fepay the Bond Bank, the O ty pledged 
the use of future revenues from tbfc National Forest Receipts pay­
ments received annually from the Forest Service. The City also pledged 
access to its S500,000 permanent fund if necessary.

"We Found th e  B and  B ank 's  a tto rn e y 's  v is its  to  th e  c o m m u n ity  a n d  
p re s e n ta tio n s  to  co m m un ity  o ff ic ia ls  to  be  very h e lp fu l."

Bonnie Skaflestacl, Business Manager 
Hoonah School District '

I • .

What is ©@ht 
Financing?

Debt financing means borrowing money long 
term to accomplish a goal. Title 29 of the 
Alaska Statutes allows municipalities to use debt 
financing (bonds) to builo or renovate commu­
nity facilities and infrastructure. The purpose of 
this booklet is to introduce this financing tool 
lo Alaska's smaller municipalities who may have 
little or no experience with debt financing. In 
particular, the financing opportunities available 
through the Alai .a Municipal Bond Bank 
Authority are described. A number of other 
sources of debt financing assistance are also 
presented at the bnd of this booklet.
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PROJECT* CAN HAPPEN SOONER
Projects which demonstrate local financial 
commitment are more likely to'receive higher 
consideration in state and federal grant se'eclion 
programs. Instead of'waiting year after year for 
that water, sewer or transportation facility grant, 
the community could increase its chances by 
showing local financial commitment through 
debt financing. .

A FAST WAV TO GET FUNDING
A municipality can gel funding through a 
bond sales process relatively quickly. Funds 
are usually available to the municipality within 
several months of beginning the bond sale 
process.

KELPS COMPLETE PROJECT 
FINANCIAL PACKAGE
When grant funds are not enough to build 
the project, debt financing can close the gap.
Con.mitting to debt financing at the outset of the 
project can leverage other sources of funding lo 
the project.

ESTABLISH YOUR . 
c o m m u n i t y ' s  
FINANCIAL 
CREDIBILITY
Slate and federal capital ' 
project funding programs 
are drying up. Alaska's 
municipalities will need to 
look elsewhere fo. project funding Gaining 
experience and a track record with debt 
financing will open more doors for financing 
future projects. This can also heip establish a 
good credit rating for your community's 
future.

A IVAY TO BUILD PROJECTS NOT 
C O V ER ED  B Y  TARG ETED  
F U N D IN G  P R O G R A M S

Because of declining funds, capital project 
funds available from stale and federal agencies 
are being targeted at priority projects like water, 
sewer and roads. Debt financing can provide 
communities an alternative funding source for 
oilier kinds of construction projects.

$

G e n e r a l  F u n d  
c a p i t a l  
B u d g e t
(In ^Millions) C-t

5 %
• £

JL < *  ̂ > V-
$ 9 8

G eneral Fund Capital Budget and Alaska Population — 19 8 1- 19 9 8

IS YOUR MUNICIPALITY READY 
F O R  D E B T  F IN A N C IN G ?

While deht financing provides an opportunity to 
fund community capital projects, it may not he 
the right thing tO'do in ev ry community. Unlike 
a grant, municipalities must pay back the loans ’ 
they receive, usually in regular payments over a 
period of 10 to 20 years. Municipal officials need 
to he clear about the financial condition of Ihcir 
community, the'ahility ot the municipality to 
maintain future payments, and the risk which 
debt financing may icprcsent for future 
municipal budge's. S' d f ut the Bond Bank can 
work with municipal officials to h Jp  them 
understand if deht financing is right for the 
community.



PEBTFINANCINGHELPED 
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SAfti? POINT - AIEUTMN5 EAST BOROUGH
(population 808)

A irport Construction
i *

»

In 1985, the City of Sand Point received a state grant to design a new 
community airport. The condition of the existing airport was consid­
ered a safety hazard. In 1989, residents of the newly formed Aleutians 
'East Borough voted to pass a bond proposal which included approval to 
seek load financing for the Sand Point Airport.

The majority of the $11 million needed to build the airport came from 
Federal Aviation Agency grants. The state also kicked in a small amount 
but it  was S2.25 million borrowed through the Bond Bank that was the key 
to completing the project and meeting k federal requirement for local match­
ing funas. The interest rate on this loan varied between 4.6% and 6% to be 
paid off over ten years. The borough used fish tax revenues and a pledge of 
access tc its permanent fund to provide for repayment of the bonds.

What is the 
Alaska Municipal Bond

The Bond Bank is a public corporation created 
by state law. It was created to assist Alaskan 
communities in financing capital improvement 
projects such as schools, water and sewer 
systems, public buildings, harbors and docks.

The Bond Bank was created because many 
Alaskan communities are at a disadvantage 
in the tax-exempt financial markets. They may 
not have a credit rating, may have low bond 
ratings or, although credit worthy, have little or 
no experience in the finance markets and have 
not established a financial track record.

I
" The Bond B ank gave  us th e  a i i ' l i t y  to  m ake  th is  p ro je c t h a p p e n ."

Bob juettner, Administrator,
Aleutians East Borough
(Former Administrator af̂Sand Point) ,



A dvan ta g e s  o f  ra in g  th e  B ond  B an k  f  os*
Bank Authority? eespital p ro je c t  fin a n c in g :

Consequently, when these communities try to 
borrow money, they have to pay high interest 
rates because they represent an unknown risk to 
lenders. They also need to hire expensive 
consultants to put together and prom'ote a bond 
proposal package. The Bond Bank helps 
municipalities get past these hurdles by working 
closely with them to provide the legal and 
financial expertise needed to develop the most 
financially advantageous financing programs for 
community projects. Most importantly, the Bond 
Bank provides municipalities access to low 
interest financing for capital improvement 
projects.

/

CAIN EXPERIENCE IN THE 
MARKET
As state and federal funds dry up, municipalities 
will need to turn increasingly to debt financing 
for local projects. The Bond Bank is organized to 
work closely with inexperienced municipalities to 
help them gain experience in the financial 
markets and establish a positive credit history. -

A VOID EXPENSIVE FEES FROM 
FINANCIAL ADVISORS
The Bond Bank retains the services of professional 
financial advisors whose expertise is made 
available lo municipalities to assist them in 
determining the community's economic health 
and level of risk.

GET OBJECTIVE ADVICE
Unlike private professionals in the bend sales 
industry, the Bond Bank does not stand to profit 
from a community's bond sale activity.

LOWER INTEREST RATES\
Tax-exempt financing through the Bond Bank 
can provide low interest rales, below what the 
smaller municipalities could get on their own.

SIMPLIFIED PROCESS
l ,

The professional staff at Bond Bank works with 
the municipality at each step of the debt financ­
ing process to ensure that all steps are properly 
carried out. The Bond Bank believes this service is 
the primary reason the Bond Bank has been so 
successful.

MINIMUM CLOSING COSTS
In many cases the Bond Bank is able to reduce 
certain costs of issuing bonds, such as official • 
statement printing and trustee/paying agency 
fees.

t
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Prince o f Wales Island 
Swimming Pool

The communities on Prince of Wales Island are 
oriented towards the sea w ith many residents 
involved in commercial, subsistence and sport 
fishing. However, until recently there was no 
suitable place for residents to learn the basic water- 
safety skill of swimming. The City of Craig took the 
initiative to build a community''swimming pool. Now 
residents from all over the island come to Craig to learr,

• how to swim.
t

> To build this project, the City startt d w ith $700,000 of 
its own savings, then added >1.5 million in debt financing 
through the Bond Bank. The City held an election in March 
to gain local approval for the bond sale — by June of that 
year, the City had its funding and the project was underway. 
Interest ate for the bond fund i was about 6%.

»
"The Bond B ank p ro v id e d  us a  s im p lifie d , econom ica l w ay to  access 
b o n d  fin a n c in g  a n d  tin s  a llo w e d  us to  p a y  o u r ow n  w ay  fo r  th is  
p ro je c t."  ,

V
Tom Briggs, Manager, City of Craig 
* ' •

How  t h e  BoneS B a n k  
w o r k s

The Bond Bank sells its bonds on the national 
tax-exempt bond mark l'arid uses \he proceeds 
of the sale to purchase the bonds of Alaska » 
municipalities. Because the Bond Bank has a high • 
investment grade bond rating, it can borrow 
money at lower interest rates than most Alaskan 
municipalities. This low interest rate is passed 
through to the municipalities.

As municipalities pay principal and interest to the 
Bond Bank to liquidate their debt, the Bond Bank 
uses these payments to liquidate its debt to its 
bondholders.

Bonds issued by the Alaska Municipal Bond Bank 
Authority are obligations'of the Authority and 
payable only from the revenues of funds from the 
Authority. The State of Alaska is not obligated to 
pay the principal or interest; however, the State 
has pledged its moral obligation to the mainte­
nance of a debt service reserve for the majority of 
the Bond Bank's bonds.



LAKE AND PENINSULA BOROUGH
(Population 1,850} ' <

School Construction Package

T w o Bsrnh  P r o g r a m s :
G e n e r a l  O b l i g a t i o n  B o n d s
a n d  R e v e n u e  B o n d s

GENERAL OBLIGATION JONDS:
This is the Bond Bank's "mainstream" program. 
These bonds are used lo finance facilities that do 
not generate revenue suc;h as schools, roads, public 
safety and municipal buildings. They are paid off 
through the municipality's capacity to generate 
revenues through taxes and other funding sources 
like shared state revenues. Contrary to popular • 
belief, repayment of the bonds does not have to be 
based on a local property tax. General obligation 
bonds require the approval ofmunicipal voters.
The four examples of debt linancing presented in 
this booklet all used general obligation bonds.

REVENUE BONDS:
Used less frequently, these bonds are designed 
to finance capital projects that can generate 
revenue such as an electrical utility or port facilities. 
Revenue bonds are paid off through the revenues 
of the facility itself, rather than a municipality's 
general funds. Since revenue bonds are not 
secured by a municipality's taxing power, local 
voter approval is not required unless otherwise 
mandated by local ordinances.

At the beginning of this decade, many of tlie community schools 
in the recently incorporated Lake and Peninsula Borough had 

significant unmet needs. Locai school advisory committees reported 
failing fuel tanks, inadequate water and sewer systems, fire code 

infractions, and undersize classrooms. About this time, the Alaska 
Legislature created a statute providing for 70% reimbursement of 

school construction costs. The passage of this new law motivated the* v
borough to put together a financial package to build and repair 

community schoois.

In an October 1993 election, borough voters authorized the sale of 
general obligation bonds for school construction. Using the Bond Bank, 

the bo'ough sold S4.6 million in bonds at an interest rate of 4.6% to be 
paid off over ten years. The borough pays about S500,00Q every six months, 

and is then reimbursed 70% of this amount through the state's school 
construction program. Thej borough's bond package is being repaid based 

on the borough's fish tax receipts.

" In  a  n u tsh e ll, th e  im p n rtc rn t th in g  a b o u t th e  Bonn B ank  is  th a t  i t  
a llo w s  m u n ic ip a lit ie s  w ith  l i t t le  o r  no h o n d  m a rk e t experience  to  

v e n tu re  in to  th is  m a rk e t a n d  g e t  th e  a d d e d  a d v a n ta g e  o f  lo w  
in te re s t ra te s  b a se d  on th e  B ond  B ank 's  go od  c re d it ra t in g . "

Walt Wrtde', Manager, Lake & Peninsula

i  ■
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S te p s  o f  th e  Bond B on k  P ro c e ss
t

1  Municipality determines 

need for project and 

specific project design

and costs
/

The community undertakes 
some form of loca1 planning or 
visioning process to establish 
what projects are needed and 
supported by community 
residents. Project designs and 
cost estimates are completed.

Municipality contacts 

the Bond Bank and 

begins informal 

discussions abouti 1
project financial needs

Bond Bank staff woiks with 
community officials fo, 
examine the possibilities and 
requirements of using debt 
financing for the project. If it 
becomes clear that debt 
financing through the Bond 
Bank is not possible, or won't 
work for a municipality, the 
Bond Ban. continue to work 
with the mui ipality's 
administration to find ways of 
meeting their financial 
objectives.

Municipality holds a local 

e'ection to gain resident 

approval of bond sales

If the municipality intends to 
sell general obligation bonds. 
Title 29 of the Alaska Statutes 
requires the municipality to hold 
an election and get approval 
from a majority of local voters. 
The election may occur either 
during regular general elections 
or any time during the year as a 
special election. During the 
election process, it is very impor­
tant for the municipality to work 
with an attorney experienced in 
bond sales to ensure proper 
documentation for a successful 
financing.

Municipality prepares 

and submits formal 

loan application
i

Bond Bank staff assist municipal 
officials in preparing an application. 
Application information includes a 
description of the project, resumes of 
key municipal officials, a list of major 
local taxpayers and employers, a 
general description of the 
community's economy, and a state­
ment of the municipality's financial 
status, any outstanding debts, and 
method by which the municipality 
proposes lo pay off the bonds. During 
an internal review, Bond Bank staff will 
consult with the municipality to 
ensure the application is 
completed properly.



Bond Bank financial 

advisors review loan 

application and 

examine municipality's 

financial health

Financial consultants retained 
by the 3ond Bank assess the 
information submitted in the 
municipality's formal loan 
application, carry out follow-up 
interviews with local officials, 
and prepare a report for the 
Bond Bank.

Bond Bank : oard votes 

on proposal

Bond Bank staff presents the 
municipality's loan application 
and financial advisor's report to 
the Bond Bank Board. The 
municipality may be there to 
answer questions, or make their 
own presentation. The Board 
then votes on the proposal.

aw
g  Bond Bank arranges 
« bond sale

If the Board approves the’ sale, 
Bond Bank staff arrange for the 
sale of bonds in the financial 
market. This usually takes about 
60 to 90 days.

J  Municipality 

| gets funding

As Soon as the bonds are sold, 
the municipality can receive its 
funding for project construction. 
First payments are usually due in 
six months with payments twice 
a year thereafter. The repayment 
period is typically 10 to 15 years, 
and may be up to 20 years for 
some projects^



H o w  t o  i n  t e v e h  

w i t h .  t i i ©  p m a s  Ktffik
Executive Director, Alaska IVJimkipaJ

Brod Bank Authority

P.O. Kb'x 110405 ? Juneau, AK 9931'0

Phone: (907) 465-3750

Fax: (907) 465-2902
e^maiS: AMBBA@rev.5tate.aU.us

• i i

Cities' B e b t  Fisscmcirag sfesoufi’ees:
Therfc are a num ber ol other souicbs that provide loan funding for r lpital projects. Some of these are 
targeted al specific kinds of projects while others may apply more generally. These funding sources, 
and Bond Bank funding, can sometimes be combined to fund projects in cases where one sburce 
cannot cover the tolal project cost. . . ,

bera  po w er  wt'tfj&iT pmm
The Alaska Department of Community and Regional 
Affairs program provides loans lo electric utilities, local 
governments, regional and village corporations, and 
independent power producers for the development 
and upgrade of electric power and conservation 
facilities, bulk fuel's!orage, and potable water supply. 
The loan term is related to the life of the project.

R o s tm 'c r :
■ Terri Branilett, Loan Specialist 1 *
DCRA, Djvision of Energy
333 West Fourth Avenue, Suite 220
Anchorage, AK 99501-2341
Phone: (907) 269-4628 • Fax: 269-4645
Vmail:TBramlell@ComRcgAf.sl4te.ak.us

DS£ nnfrNKBNC wmss? AND ClEim  
WATER LOAN FUNDS
The Alaska Department of Environmental Conservation 
operates two programs which provide loan funds for 
the construction of w ater systems and/san itation  
systems. Loan p'eriods are 2.0 years for both 'programs 
and both offer below market interest rates.

SONVA1ST:
Mike Burns, DF.C
Division of Facility Conslructjop E: Operation
410 Willougi iby Avc., Suite 105
|uneau, AK 99801 -1795
Phone: (907) -.65-51 36 • Fax: 465-5177 •
emajkMike Burns@environcon.state.ak.us

USDA RURAL.DEVELOPMEiV7, 
' COMMUNITY FACILITY WANS
This Li. S. Department of Agriculture program makes 
facility construction loans available lo municipalities under
50,000 population. Priority is given to communities with 
less than 5,500 people. Loan terms depend on the facility 
and interest rates are based on current municipal bond 
market rates.

I
CONTACT:
Frank Muncy or Dave W inter
(JSDA Rural Development
800 W. Evergreen, Suite 201 Palmer, AK 99645
Phone: (907) 745-21 76; Fax: 745-5398
e-mail: FMuncy@rurdev.usda.gov

mailto:AMBBA@rev.5tate.aU.us
mailto:TBramlell@ComRcgAf.sl4te.ak.us
mailto:Burns@environcon.state.ak.us
mailto:FMuncy@rurdev.usda.gov
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ECONOMIC DEVELOPMENT '
FUNDING FORUM .
A number of state and federal agencies meet on a regular 

. basis to exchange information and facilitate cooperative 
efforts in econom ic developm ent gran t and loan 
programs. The forum discusses specific project proposals 
and seeks to coordinate state and federal funding for 
these projects.

CONTACT: ■
M artin  R ichard, D irector, Div. of Investm en ts
Dept, of Commerce & Economic Development 
P. O. Box 34159 • Juneau, AK 99803-4159 
Phone: (907) 465-2510 • Fax: 465-2103 
e-mail: Martin_Richard@Commerce.state.ak.us

AIDEA TAX EXEMPT REVENUE 
BOND PROGRAM
The Alaska Industrial Development and Export Authority 
(AIDEA) provides for tax-exempt financing under this 
program. AIDEA acts only as a conduit for the issuance 
of tax-exempt bonds. The assets and creditworthiness pf 
AIDEA are not involved. A municipality using this program 
must still arrange for the underwriting and placement of 
bonds for sale. AIDEA charges a fee for this program which 
is dependent on the size of the bond issue.

CONTACT:
Jim M cM illan, D epu ty  Director 
Alaska Industrial Development & Export Authority 
480 W. Tudor Rd. • Anchorage, AK 99503-6690 
Phone': (907) 269-3000 • Fax: 269-3044 
e-mail: JMcMillan@AIDEA.Alaska.net

This publication was produced 
with the assistance of the 

Department of Community and Regional Affairs

This publication Was released by the Alaska Department of Revenue, 
produced at a cost of S2.31 per copy, to provide information on debt 

financing options to interested parties.

mailto:Martin_Richard@Commerce.state.ak.us
mailto:JMcMillan@AIDEA.Alaska.net
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DEPARTMENT OF REVENUE
OFFICE OF THE COMMISSIONER

P.O. BOX 110400 
JUNEAU. ALASKA 99811-0400 
TELEPHONE: (907) 465-2300 
FACSIMILE: (907) 465-2389

February 1 7 ,2 0 0 3  •- p  j [}

F E B  1 B

T h e  H o n o ra b le  G ary W ilk en  
C hair, S en a te  F in a n ce  C o m m ittee  
State C ap ito l, R o o m  5 1 8  
A la sk a  S tate L eg is la tu re  
Juneau, A K  9 9801

D ear Sen ator  W ilk en ,

I am  w ritin g  to request a h earin g  at the earliest p o ss ib le  date  for S en a te  B ill 5 1 , on act in crea sin g  
the annual rev en u e  b on d  issu a n c e  lim it and th e  overa ll debt lim it  fo r  the A la sk a  M u n ic ip a l B o n d  
B ank  A u th ority . T h e  S en a te  C o m m u n ity  and R eg io n a l A ffa ir s  C o m m ittee  m o v e d  ou t th e  b ill on  
February 14, s e n d in g  th e  m ea su re  to S en a te  F in an ce.

B e c a u se  o f  th e  tim in g  o n  sev era l m u n ic ip a l p rojects around th e  sta te , the B on d  B an k  A u th o r ity  
req u ests ex p ed ited  a c tio n  o n  th is le g is la tio n . W e  w o u ld  n eed  final approval b y  b o th  ch am b ers  
and sign atu re  in to  la w  b y  ea r ly  M arch  to  a v o id  d e la y s  —  or a d d ition a l co sts  —  to  m u n ic ip a lit ie s . 
T h e  B o n d  B ank  ex p e c ts  to  reach its  statutory d eb t is su a n c e  lim it early  th is spring .

T h e  M u n icip a l B o n d  B a n k  A u th o rity  w a s  created  in  1975  to a ss is t  m u n ic ip a lit ie s  in  is su in g  
b o n d s for loca l p ro jects. T h e  B o n d  B an k  is a b le  to rea lize  sa v in g s  fo r  m u n ic ip a lit ie s  b y  p o o lin g  
b o n d s in  large n u m b ers and o b ta in in g  lo w er  in terest rates that resu lt in red u ced  c o s ts , and o ften  
better term s o v era ll, than m u n ic ip a lit ie s  co u ld  ob ta in  on  their o w n . T h e  p u rp ose  o f  th is  
leg is la tio n  is  to  ra ise  th e  lim it  on  th e  am ount o f  rev en u e  b o n d s the A u th o rity  m a y  is s u e  in any  
o n e  fisca l year  and to ra ise  th e  lim it  o n  the total ou tsta n d in g  b on d  d eb t the A u th o r ity  m a y  c a n y  
on  its b o o k s . T h e  L eg is la tu re  has not ra ised  th ese  lim its  s in c e  1983  and 1 9 8 4 , r e sp e c tiv e ly .

A n in crease  in  the a m o u c , o f  the A u th o r ity ’s in d eb ted n ess  lim it w ill n ot h a v e  a fisca l im p act on  
the state's G eneral F und. B o n d  B an k  d eb t is  n o t a d irect lia b ility  o f  the state , and the  
m u n ic ip a litie s  that u se  th e  A u th o r ity  pay all o f  the deb t se r v ic e  on  the b on d s.

A s o f  January 2 3 , 2 0 0 3 , the B ond  B ank had issu ed  $ 2 7 ,1 4 5 ,0 0 0  in rev en u e  b o n d s in  F isca l 2 0 0 3 ,  
and there w ere  $ 2 3 5 ,6 5 5 ,8 7 8  in b o n d s ou tstan d in g . T h e  e x is t in g  lim its  in statu te  are $ 5 0  m illio n  
in any o n e  year  in rev en u e  b on d s and $ 3 0 0  m illio n  in total b o n d s ou tstan d in g . A d d itio n a l 
projects sch ed u led  for fu n d in g  in th e  n ex t three m o n th s are the C ity  and B o ro u g h  o f  J u n ea u ’s  
h osp ita l ex p a n sio n  at $ 2 5  m illio n , the C ity  and B orou gh  o f  J u n ea u ’s  port im p ro v em en t at $ 5 .6  
m illio n , the C ity  o f  V a ld e z ’ h o sp ita l rep la cem en t at $ 1 9  m illio n , th e  L ake and P en in su la
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B o r o u g h ’s C h ig n ik  d o ck  project at $1 m illio n , and the K od iak  Island  B o ro u g h  $ 3 .3  m illio n  
re fin a n c in g  o f  e x is t in g  d ebt. F o llo w in g  th e se  b on d  is su e s , the A u th ority  w o u ld  b e  at 
$ 2 8 9 ,5 5 5 ,8 7 8  in  total b o n d s o u tsta n d in g , ju st  $11 m illio n  sh y  o f  its statutory lim it.

A d d itio n a l e x p e c te d  f in a n c in g  a c tiv ity  in c lu d es  the C ity  o f  H om er sea w a ll at $1 m illio n  and d ock  
im p ro v em en ts  at $1 m illio n , A le u tia n s  East B orou gh  sc h o o l and d o ck  im p rovem en ts, K enai 
P en in su la  B o ro u g h  so lid  w a ste  p roject, C ity  o f  Fairbanks fire p ro tection  fa c ility , and the C ity  o f  
Petersburg  $1 m illio n  re fin a n c in g  o f  e x is t in g  debt. T h e  co m b in a tio n  o f  th ese  w o u ld  e x c e e d  the  
A u th o r ity ’s debt lim it.

A n  in crea se  in  the annual b o n d in g  cap  under A S  4 4 .8 5 .1 0 0 (b )  from  $ 5 0  m illio n  to $ 7 5  m illio n  
w o u ld  en a b le  th e  A u th o r ity  to act on  the a p p lica tio n s it has rece iv ed  from  m u n ic ip a litie s  th is  
f isc a l year. A n d , th e  in crea se  in  the cap  on  th e  total ou tstan d in g  debt from  $ 3 0 0  m illio n  to  $ 5 0 0  
m illio n  under A S  4 4 .8 5 .1 8 0 (c )  w o u ld  en a b le  the A u th ority  to is su e  the b on d s and n o tes  a lread y  
ap p lied  for as w e ll  as th o se  that are anticipated  th is fisca l year. T h e  B on d  B an k  has su ffic ie n t  
reserv e  ca p a c ity  to co n tin u e  f in a n c in g  capital projects up to th e  requested  $ 5 0 0  m illio n  cap .

T h an k  y o u  fo r  y o u r  co n sid era tio n , and p le a se  le t m e  k n o w  i f  yo u  h a v e  an y  q u estio n s . M y  direct 
l in e  is  4 6 5 -5 4 6 9 . O r y o u  a lso  m a y  con tact D e v e n  M itch e ll, S ta te  D eb t M anager, at 4 6 5 -3 7 5 0 .

S in cere ly ,

o h
Larry P ersily  
D ep u ty  C o m m iss io n er

cc: M ik e  T ib b ie s , L e g is la t iv e  L ia ison , O ff ic e  o f  the G overnor
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February 19, 2 0 0 3

S enator L yda G reen
C o-C hair, S en a te  F in a n ce  C om m ittee
State C ap ito l
R oom  5 1 6
Juneau, A K  9 9 8 0 1

D ear Sen ator  G reen ,

I am w ritin g  o n  b e h a lf  o f  the A la sk a  M u n ic ip a l L ea g u e  (A M L ) R ev en u e  and F in an ce  
S u b co m m ittee  to ex p ress  A M L ’s support for S .B . 5 1 .

T h e A M L  b e lie v e s  that it is  both  n ecessa ry  to (1 ) in crease  the m a x im u m  am ount o f  
reven u e b o n d s that the A la sk a  M u n icip a l B on d  B ank  A u th ority  m a y  issu e  from  
5 5 0 ,0 0 0 ,0 0 0  to 5 7 5 ,0 0 0 ,0 0 0 ;  and (2 )  in crease  the total am ount o f  b on d s that the B o n d  
B ank  m a y  is su e  from  5 3 0 0 ,0 0 0 ,0 0 0  to 5 5 0 0 ,0 0 0 ,0 0 0 . In fact, the A M L  2 0 0 3  M u n ic ip a l 
P o licy  S ta tem en t “urges the state  to take w h a tev er  a ctio n  is n ecessa ry  to ensure that the  

M u n icip a l B o n d  B an k  c o n tin u e s  to b e  an in d ep en d en t and strong en tity  to help  

m u n ic ip a litie s  m eet p u b lic  fa c ility  con stru ction  n eed s at the lo w e st p o ss ib k  b o n d in g

Last w eek , th e  A M L  R e v e n u e  and F in an ce S u b co m m ittee , w h ich  is co m p rised  o f  
sev en teen  m u n ic ip a l g o v ern m en t o ff ic ia ls  and lead ers, held  a te leco n feren ce  w ith  D e v e n  
J. M itch e ll, E x e c u tiv e  D irec to r  o f  the A la sk a  M u n ic ip a l B on d  B ank  A u th ority , to d isc u ss  
S .B . 51 and its  co m p a n io n  b ill, H .B , 70 . I am  p lea sed  to in form  you that the  
su b co m m ittee  v o ted  u n a n im o u sly  in support o f  S .B . 51 and H .B . 70 . T h u s, i f  there is

c ilita te  the p a ssa g e  o f  th is leg is la tio n , p lea se  let m e k n o w .

c o st.”

E x ecu tiv e  D irec to r

C c: S en ator  G ary W ilk en
R ep resen ta tiv e  Carl M organ  

D e v e n  J. M itch e ll

Member of the National League of Cities and the National Association of Counties
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CITY OF VALDEZ NEW HOSPITAL AND SB 51

The City of Valdez has submitted an application to the Bond Bank for $19.0 
million of revenue bonds to assist in the financing of the new hospital in Valdez. 
The current revenue bond application to the Bond Bank exceeds the Bond 
Bank’s annual $50.0 million cap. The City's application pushes the Bond Bank 
over the limitation by approximately $5.0 million. With the present statutory 
limitation on the amount of revenue bonds that the Bond Bank can issue 
annually, the Bond Bank will need to issue the City’s bonds in two series. If the 
City’s application is approved, the Bond Bank would issue $14.0 million in March 
and the balance of $5.0 million after July 1st. The additional cost to the City to 
issue two series of revenue bonds is approximately $9,000.

In 1997 the State closed the Harborview Developmental Center. The closure has 
had a severe impact on the operation of the Valdez Regional Hospital, which is 
co-located within the vacant state building.

The City began planning for a new facility in 1998. The City investigated the 
potential of remodeling the building to provide for a modern medical facility. It 
was determined that the cost to remodel the 35 year old building was almost the 
same to construct a new hospital. In 2002, the City received a Certificate of 
Need from the State to construct a new 21-bed hospital. The project wi!. replace 
the present hospital, which is co-located in a vacated state-owned building, which 
was constructed in 1966.

In October of 2002, the Valdez voters approved the issuance of $19.0 million of 
revenue to finance the construction of a new hospital. The City chose to use the 
Alaska Bond Bank to issue the revenue bonds ?«= it reduces the cost to the City. 
This provides more funds to the construction of the hospital.

The total cost of the facility is approximately $27.0 million. The City will finance 
the cost with the issuance of $19.0 million of revenue bonds and the ba' ince 
from City reserves and other sources. The City has entered into a Guaranteed 
Maximum Price contract with JE Dunn Construction to construct the project. 
Construction is scheduled to begin in April 2003 with completion in November of 
2004.

P r < s \ | ' t ( i e c !  + h e .  C i 4 - ^  H  o n a g e r  e z .
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January 30, 2003

The Honorable Gene Therriault 
President of the Senate 
Alaska State Legislature 
State Capitol, Room 107 
Juneau , AK 99801-1182

Dear President Therriault:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, I am 
transmitting a bill relating to revenue bonds issued  by the Alaska Municipal 
Bond Bank Authority and the total am ount of bonds and notes outstanding of 
that authority.

The Alaska Municipal Bond Bank Authority (AMBBA) w as created in 
1975 to assist Alaskan m unicipalities issu e  bonds for local projects. The 
AMBBA is able to realize savings for m unicipalities by pooling bonds in large 
num bers and obtaining lower interest rates that result in reduced costs for 
bond issuance, and often better terms overall, that would not be obtainable by 
m unicipalities on their own. The purpose of this bill is to raise the limit on the 
am ount of revenue bonds that the AMBBA may issu e  in any one fiscal year and 
to raise the limit on the total outstanding bond debt the AMBBA may carry at 
an}' one time. These limits have not been raised by the legislature since 1983 
and 1984, respectively.

An increase in the annual bonding cap under AS 44.85.100(b) from 
$ 50 ,000 ,000  to $75 ,000 ,000 , would enable the AMBBA to act on the 
applications it has already received from m unicipalities this fisc d year.
Current fiscal year applications exceed $56 ,000 ,000 .

Further, an increase in the cap on the total outstanding bonds and notes 
from $300 ,000 ,000  to $500 ,000 ,000  under AS 44.85.180(c), would enable 
AMBBA to issue the bonds and notes already applied for as well as those that 
are anticipated, which may exceed $70 ,000 ,000 . Reaching the annual fiscal 
year limit or the outstanding limits would prevent m unicipalities from 
proceeding with projects or prevent m unicipalities from using the financially 
more attractive debt terms that could be made available if the bonds are issued  
by AMBBA.

mailto:GOVERNOR@GOV.STATE.AK.US
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An increase in the amount of the AMBBA’s indebtedness limit will not 
have a fiscal impact on the state’s general fund. Debt of the AMBBA is not a 
direct liability of the state. Additionally, m unicipalities that u se  the AMBBA to 
issu e bonds pay all of the debt service on the bonds. And the AMBBA has 
sufficient reserve capacity to continue financing capital projects up to the 
requested $500 ,000 ,000  cap.

Finally, in order to accommodate current fiscal year applications received 
by the AMBBA, an immediate effective date is included in the bill.

I urge 3'our prompt and favorable action on th is m easure.

Sincerely Yours,

Frank H. Murkowski 
Governor
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Community and Regional Affairs Committee considered SENATE BILL NO. 51

SB 51 BONDS OF BOND BANK AUTHORITY

"An Act relating to revenue bonds issued by the Alaska Municipal Bond Bank Authority and the total amount 
of bonds and notes outstanding of that authority; and providing for an effective date."

and recommends: 

be replaced with 

adopt previous _
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