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SB 269 ECON. STIMULUS BONDS: REALLOCATION/WAIVER

"An Act relating to the waiver of volume cap of recovery zone economic development bonds authorized by 26 U.S.C.
1400U-2 and reallocation by the Alaska Municipal Bond Bank Autherity of the waived volume cap; relating to the waiver
of volume cap of recovery zone facility bonds authorized by 26 U.S.C. 1400U-3 and reallocation by the Alaska Industrial
Development and Export Authority of the waived volume cap; increasing the total amount of bonds and notes that the
Alaska Municipal Bond Bank Authority may have outstanding; relating to revenue bonds issued by the Alaska Municipal
Bond Bank Authority; and providing for an effective date.”
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 2
2010 LEGISLATIVE SESSION Bill Version: SB 269
(S) Publish Date: 2110110

Identifier (fite name). LL 0880-REV-MBBA-2-9-10 Dept. Affected. Revenue
Title Recevery Zone Volume Cap RDU Taxation and Treasury
Component  Alaska Municipal Bond Bank Auth

Sponsor Rules by request of the Governor
Reguester Caomponent Number 44

Expenditures/Revenues {Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.

Apprapriation
Required Information
OPERATING EXPENDITURES FY 2011 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016
Personal Services
Travel 20.0
Contractual 60.0
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 80.0 0.0 0.0 0.0 0.0 0.0 0.0

[CAPITAL EXPENDITURES | I | 1 I ] ]

[CHANGE IN REVENUES ( )] | [ | | | | 1

FUND SOURCE {Thousands of Dollars)
1002 Federal Receipts )
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Bond Bank retained earnings ) 80.0
TOTAL 80.0 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2010) cost: 15.0

POSITIONS
Full-time
Part-time
Temporary

o

ANALYSIS: {Altach a separate page if necessary) .

The Bill authorizes the Alaska Municipal Bond Bank Authority to reallocate waived recovery zone economic development
bond volume' cap. The allocations provide issuers a 45% subsidy from the US Treasury on qualified taxable debt of the
issuer. In some markets this structure results in a 1.5% reduction in the cost of capital, and up to .5% more reduction
than the Build America Bond structure with its 35% subsidy.

The allocation process would be conducted within the normal course of business of the Bond Bank. There will be legal
counsel and financial advisory service costs to prepare the legal documents required to allocate the economic
development bond volume cap. Travel costs will be incurred providing training and advice 1o municipalities as well as for,
additional board meetings of the five member Bond Bank board that will be required to ensure timely delivery of the

allocations.

Prepared by:  Deven Mitcheil, Executive Director Phone 465-3750

Division Alaska Municipal Bond Bank Date/Time 12/28/08 12:00 AM

Approved by:  Ginger Blaisdell, Director Date 2-9-10; 4:52pm
Administrative Services Division

(Revised 11/6/2009 CMB) Page 1 of 1
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STATE OF ALASKA

2010 LEGISLATIVE SESSION

FISCAL NOTE

Identifier (file name). 0880-CED-AIDEA-1-12-10

Title Municipal Bond Bank and Recovery Zone Bonds

Sponsor

Requester

Expenditures/Revenues

Fiscal Note Number: 1

Bill Version: SB 269

(8) Publish Date: 210110
Dept. Affected: DCCED
RDU AIDEA (125)

Component  AIDEA operations

Component Number 1234

{Thousands of Dollars)

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

Appropriation
Required

Information

OPERATING EXPENDITURES

FY 2011

FY 2011

FY 2012

FY 2013 FY 2014 FY 2015

FY 2016

Personal Services
Travel
Contractual
Supplies
Equipment

Land & Strugtures
Grants & Claims
Miscellaneous

TOTAL OPERATING

0.0

0.0

0.0 0.0 0.0

ICAPITAL EXPENDITURES

I | ]

[CHANGE IN REVENUES {(

| I |

FUND SOURCE

(Thousands of Dollars}

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health
1102 AIDEA Rept

0.0

0.0

0.0

0.0 0.0 0.0

0.0

TOTAL

0.0

0.0

0.0

0.0 0.0 0.0

0.0

Estimate of any current year (FY2010) cost:

POSITIONS

Full-time
Part-time
Tempaorary

exceed 1% of the realiocation.
(Continued on Page 2}

ANALYSIS: (Attach a separate page if necessary}

This bill proposes to authorize the Alaska Industrial Development and Export Authority {AIDEA) to use or reallocate waived recovery
zone facility bond volume cap originally allocated under 26U.5.C. 1400U-1-14000-3, as amended. AIDEA shall use or allocate the
waived volume cap for the most efficient job creation and ecanomic recovery in areas of the state particularly affected by
employment declines. AIDEA shall give priority to projects within a borough or census area that received an allocation of volume
cap under 26Ui.5.C. 1400U-1-1400U-3, as amended. AIDEA shall charge and collect a fee for reallocating waived recovery zone
facility bond volume cap to reimhurse AIDEA for administrative and contract expenses associated with the reallocation not to

Prepared by: Sara Fisher-Goad

Phone 771-3012

Division AIDEA

Date/Time 1/12/10 12:00 AM

Approved by:  Emil Notti, Commissioner

Date 1/12/2010

Department of Commerce, Community and Economic Development

{Ravised 11/672009 OMB)

Page 1 of 2




FISCAL NOTE #1 BILL NO: SB 269

The potential fee amount to be collected is indeterminate; however, Alaska's total recovery zone facility bonds volume
cap allocation is $135,000,000, with $87,930,000 allocated to boroughs and $47,070,000 allocated to census areas.
AIDEA's normal bond fees would apply for any bonds issued under AS 44.88 as recovery zone facility bonds.

No additional operating costs are anticipated with this legislation.

Page 2 of 2
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Cook

3 /[ 2 ' 3/8/2010

CS FOR SENATE BILL NO. 269(FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-SIXTH LEGISLATURE - SECOND SESSION
BY THE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

il A BILL
FOR AN ACT ENTITLED

""An Act relating to the waiver of volume cap of recovery zone economic development
bonds authorized by 26 U.S.C. 1400U-2 and reallocation by the Alaska Municipal Bond
Bank Authority of the waived volume cap; relating to the waiver of volume cap of
recovery zone facility bonds authorized by 26 U.S.C. 1400U-3 and reallocation by the
" Alaska Industrial Development and Export Authority -of the waived volume cap;
increasing the total amount of bonds and notes that the Alaska Municipal Bond Bank
Authority may have outstanding; relating to revenue bonds and to obligations secured
by lease that are issued by the Alaska Municipal Bond Bank Authority; relating to
allocations of tax credit and bonding limits imposed by the federal government; and

providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The uncodified law of the State of Alaska is amended by adding a new section

-1- CSSB 269(FIN)
New Text Underlined {DELETED TEXT BRACKETED] '
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to read:

FINDINGS AND INTENT FOR SECS. 5 AND 6 OF THIS ACT. (a) The legislature
finds for secs. 5 and 6 of this Act that P.L. 111-5 (American Recovery and Reinvestment Act
of 2009)

(1) authorized the issuance of certain tax-advantaged bonds known as
recovery zone economic development bonds and recovery zone facility bonds under Division
B, Title I, Subtitle E, sec. 1401, P.L. 111-5 (26 U.S.C. 1400U-1 - 1400U-3); the purpose of
those bonds is to provide tax incentives for state and local governmental borrowing at lower
borrowing costs to promote job creation and economic recovery that is targeted to areas
particularly affected by employment declines;

(2) set a national volume limitation for recovery zone economic development
bonds of $10,000,000,000, and a national volume limitation for recovery zone facility bonds
of $15,000,000,000 under 26 U.S.C. 1400U-1(a)(4);

(3) authorized the United States Secretary of the Treasury to allocate the
national volume limitation for those bonds among the states under 26 U.S.C. 1400U-1(a);

(4) required each state to reallocate its volume among the counties and large
municipalities in the state in proportion to relative employment declines in 2008 under 26
U.S.C. 1400U-1(a)(3); because that requirement was nondiscretionary, the Internal Revenue
Service performed the reallocations within states and published them on its website under
LR.B. 2009-26;

(5) permits a county or municipality to waive its allocation under 26 U.S.C.
1400U-1(a)(3); the Internal Revenue Service guidance relating to the allocation of recovery
zone economic development bonds and recovery zone facility bonds provides that a county or
large municipality may waive a portion of the volume cap allocation received for recovery
zone bonds; upon a waiver, the state in which the county or large municipality is located is
authorized to reallocate the waived volume cap in any reasonable manner as it shall determine
in good faith in its discretion under LR.B. 2009-26; the guidance further provides that the
states have authority to consider a waiver; in this state, the Internal Revenue Service allocated
the bond volume to boroughs and census areas; and

(6) requires the bonds to be issued before January 1, 2011, under 26 U.S.C.
1400U-2(b)(1) and 26 U.S.C. 1400U-3(b)(1)(B).

CSSB 269(FIN) . -2-
New Text Underlined [DELETED TEXT BRACKETED]
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(b) It is the intent of the legislature for secs. 5 and 6 of this Act to

(1) define when a borough or census area to which recovery zone economic
" development bond volume cap and recovery zone facility bond volume cap have been
allocated is considered to have waived the volume cap;

(2) authorize the Alaska Municipal Bond Bank Authority to reallocate waived

recovery zone economic development bond volume cap; and

(3) authorize the Alaska Industrial Development and Export Authority to

reallocate waived recovery zone facility bond volume cap.
* Sec. 2. AS 37.15.800 is amended by adding a new subsection to read:

(D The committee shall allocate tax credit limits and tax-exempt bond limits
for the state in accordance with requirements imposed by federal law in connection
with the tax credits and tax-exempt bonds. This subsection does not apply to low-
income housing tax credits, qualified veterans' mortgage bonds under applicable
provisiohs of 26 U.S.C. (Internal Revenue Code), or private activity bonds.

* Sec. 3. AS 44.85.180(c) is amended to read: _

(c) Notwithstanding the provisions of (a) and (b) of this section, the total
amount of bond bank authority bonds and notes outstanding at any one time may not
exceed $1.000,000,000 [$750,000,000}. This subsection does not apply to

(1) bonds or notes issued to fund or refund bonds or notes;

(2) bonds, notes, commercial paper, and other obligations issued under
AS 44.85.086 or (a)}(5) of this section.
* Sec. 4. AS 44.85.410(4) is amended to read:
(4) "municipal bond" means a bond or note or evidence of debt that
constitutes
(A) a general obligation bond that is a direct and general
obligation of a political subdivision of the state, all the taxable property within
which is subject to taxation to pay the bond, note, or evidence of debt, and the
interest without limitation, as to rate or amount generally to the extent
permitted by law or to avoid a default as provided for second class cities under
AS 29.45.590; |
(B) a revenue bond [, EXCEPT A REVENUE BOND FOR

3. CSSB 269(FIN)
New Text Underlined [DELETED TEXT BRACKETED]
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ELECTRICAL GENERATION PURPOSES OTHER THAN DIESEL-
POWERED GENERATION,] issued by a municipality, a solid waste
management authority, or a port authority that pledges the revenue of a
revenue-producing capital improvement and that is payable solely from the
revenue of the revenue-producing capital improvement;
(C) a general obligation bond or revenue bond combined or
additionally secured;
(D) a bond of a borough issued as a general obligation of a
service area under AS 29.47.440 or former AS 29.58.340; or
(E) an obligation of a municipality secured only by
(i) special assessments on benefited property;
(i} tax increments and a letter of credit or equal
security; or
(ili) a lease [FOR EQUIPMENT OR BUILDING
IMPROVEMENTS IF THE STATE IS NOT A LESSEE];
* Sec. 5. The uncodified law of the State of Alaska is amended by adding a new section to
read:

WAIVER AND REALLOCATION OF RECOVERY ZONE ECONOMIC
DEVELOPMENT BOND VOLUME CAP. (a) A borough in the state that has received an
allocation of recovery zone economic development bond volume cap under 26 U.S.C. 1400U-
1 and 1400U-2, as amended, may waive all or part of its allocation at any time.

(b) A borough in the state that has received an allocation of recovery zone economic
development bond volume cap under 26 U.S.C. 1400U-1 and 1400U-2, as amended, is
considered to have waived the unused portion of the borough's recovery zone economic
development bond volume cap as of the close of business June 30, 2010, unless the borough
has authorized the issuance of bonds and files a written notice with the Alaska Municipal
Bond Bank Authority before June 30, 2010, stating its intention to use the volume cap before
August 31, 2010. If the borough files the written notice, the borough is considered to have
waived the unused portion of its volume cap on the close of business, August 31, 2010.

(c) The recovery zone economic development bond volume cap for a census area in

the state that has received an allocation of recovery zone economic development bond volume

CSSB 269(FIN) 4-
New Text Underlined [DELETED TEXT BRACKETED]
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cap under 26 U.S.C. 1400U-1 and 1400U-2, as amended, is considered waived as of the close

\of business June 30, 2010.

(d) The recovery zone economic development bond volume cap that has been waived
or considered waived under this section lapses to the Alaska Municipal Bond Bank Authority
(AS 44.85.020). The Alaska Municipal Bond Bank Authority is authorized to reallocate the
waived recovery zone economic development bond volume cap.

(e) An issuer of recovery zone economic development bonds authorized by 26 U.S.C.
1400U-1 and 1400U-2, as amended, shall at the time of issuance, notify the Alaska Municipal
Bond Bank Authority in writing of the principal amount of the recovery zone economic
development bonds being issued and the date of issuance.

(f) The Alaska Municipal Bond Bank Authority may designate any bonds it issues
under AS 44.85 as recovery zone economic development bonds authorized by 26 U.S.C.
1400U-1 and 1400U-2, as amended. In connection with issuing recovery zone economic
development bonds, the Alaska Municipal Bond Bank Authority may designate areas in the
state as recovery zones and may apply recovery zone economic development bond volume
cap the authority has received under this section to the bonds. The Alaska Municipal Bond
Bank Authority may reallocate recovery zone economic development bond volume cap to
other issuers of bonds in the state and may authorize those issuers to designate areas as
recovery zones for purposes of using the recovery zone economic development bond volume
cap the authority allocates to those issuers. ‘

(g) The Alaska Municipal Bond Bank Authority may use or reallocate waived
recovery zone ¢conomic development bond volume cap under this section in the manner the
authority considers most likely to achieve the efficient use of all the waived recovery zone
economic development bond volume cap, taking into consideration job creation and economic
recovery in areas of the state particularly affected by employment declines. The Alaska
Municipal Bond Bank Authority shall give priority to projects in a borough or census area that
received an allocation of recovery zone ‘economic development bond volume cap under 26
U.S.C. 1400U-1 and 1400U-2, as amended. If a borough that received the allocation
designates a project within the borough or designates a project outside of the borough that
benefits the borough or its residents, the Alaska Municipal Bond Bank Authority shall

reallocate the volume cap for that project in the amount designated and to the designated

-5 CSSB 269(FIN)
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eligible issuer of recovery zone economic development bonds.

(h) The Alaska Municipal Bond Bank Authority may reallocate recovery zone
economic devclbpment bond volume cap allocations from a census area to political
subdivisions located in the census area. Before making a reallocation, the Alaska Municipal
Bond Bank Authority shall consult with all political subdivisions in the census area having
legal authority to issue the bonds regarding the need for reallocation of volume cap.

* Sec. 6. The uncodified law of the State of Alaska is amended by adding a new section to
read:

WAIVER AND REALLOCATION OF RECOVERY ZONE FACILITY BOND
VOLUME CAP, (a) A borough in the state that has received an allocation of recovery zone
facility bond volume cap under 26 U.S.C. 1400U-1 and 1400U-3, as amended, may waive all
or part of its allocation at any time.

(b) A borough in the state that has received an allocation of recovery zone facility
bond volume cap under 26 U.S.C. 1400U-1 and 1400U-3, as amended, is considered to have

waived the unused portion of the borough's recovery zone facility bond volume cap as of the

| close of business June 30, 2010, unless the borough has authorized the issuance of bonds and

files a written notice with the Alaska Industrial Development and Export Authority before
June 30, 2010, stating its intention to use the volume cap before August 31, 2010. If the
borough files the written notice, the borough is considered to have waived the unused portion
of its volume cap on the close of business, August 31, 2010.

(c) The recovery zone facility bond volume cap for a census area in the state that has
received an allocation of recovery zone facility bond volume cap under 26 U.S.C. 1400U-1
and 1400U-3, as amended, is considered waived as of the close of business June 30, 2010.

(d) The recovery zone facility bond volume cap that has been waived or considered
waived under this section lapses immediately to the Alaska Industrial Development and
Export Authority (AS 44.88). The Alaska Industrial Development and Export Authority is
authorized to reallocate the waived recovery zone facility bond volume cap.

(e) An issuer of recovery zone facility bonds authorized by 26 U.S.C. 1400U-1 and
1400U-3, as amended, shall at the time of issuance, notify the Alaska Industrial Development
and Export Authority in writing of the principal amount of the recovery zone facility bonds

being issued and the date of issuance.

CSSB 26%(FIN) -6-
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(f) The Alaska Industrial Development and Export Authority may designate any
bonds it issues under AS 44.88 as recovery zone facility bonds authorized by 26 U.S.C.
1400U-1 and 1400U-3, as amended. In connection with issuing recovery zone facility bonds,
the Alaska Industrial Development and Export Authority may designate areas in the state as
recovery zones and may apply recovery zone facility bond volume cap the authority has
received under this section to the bonds. The Alaska Industrial Development and Export
Authority may reallocate recovery zone facility bond volume cap to other issuers of bonds in
the state and may authorize those issuers to designate areas as recovery zones for purposes of
using the recovery zone facility bond volume cap the authority allocates to those issuers.

(g) The Alaska Industrial Development and Export Authority may use or reallocate
waived recovery zone facility bond volume cap under this section in the manner the authority
considers most likely to achieve the efficient use of all the waived recovery zone facility bond
volume cap, taking into consideration job creation and economic recovery in areas of the state
particularly affected by employment declines. The Alaska Industrial Development and Export
Authority shall give priority to projects in a borough or census area that received an allocation
of recovery zone facility bond volume cap under 26 U.S.C. 1400U-1 and 1400U-3, as
amended. If a borough that received the allocation designates a project within the borough or
designates a project outside of the borough that benefits the borough or its residents, the
Alaska Industrial Development and Export Authority shall reallocate the volume cap for that
project in the amount designated and to the designated eligible issuer of recovery zone facility
bonds.

(h) The Alaska Industrial Development and Export Authority may use or reallocate

waived recovery zone facility bond volume cap according to regulations adopted by the

" Alaska Industrial Development and Export Authority, which may include regulations

requiring the use of documents prepared by the Alaska Industrial Development and Export
Authority for that purpose and regulations establishing one or more deadlines for use of the
waived recovery zone facility bond volume cap by the applicant. The Alaska Industrial
Development and Export Authority may grant an application in whole or in part or may reject
an application entirely after taking into consideration the factors established in (g) of this
section.

(i) Before making a reallocation under this section, the Alaska Industrial

. CSSB 269(FIN)
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Development and Export Authority shall charge and collect a fee for reallocating waived
recovery zone facility bond volume cap. The fee must be an amount sufficient to reimburse
the Alaska Industrial Development and Export Authority for administrative and contract
expenses associated with the reallocation but may not exceed one percent of the amount of the
reallocation. _

* Sec. 7. The uncodified law of the State of Alaska is amended by adding a new section to
read:

REVISOR'S INSTRUCTION. The revisor of statutes is instructed under AS 01.05.031
to change the heading of AS 37.15.800 from "Private activity bonds" to "Tax-exempt bonds
and tax credits.”

* Sec. 8. This Act takes effect immediately under AS 01.10.070(c).

CSSB 269(FIN) : -8- :
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AMENDMENT j/

OFFERED IN THE SENATE BY SENATOR THOMAS
TO: SB 269 |

1  Page 4, line 16, following "2010":

2 Insert ", unless the borough has authorized the issuance of bonds and files a written
3 notice with the Alaska Municipal Bond Bank Authority before June 30, 2010, stating its
4  intention to use the volume cap befdre August 31, 2010. If the borough files the written

5 notice, the borough is considered to have waived the unused portion of its volume cap on the
6 close of business, August 31, 2010"

7

8 ' Page 5, line 15, following "amended.":

9 Insert "If a borough that received the allocation designates a project within the
10  borough or designates a project outside of the Borough that benefits the borough or its
11  residents, the Alaska Municipal Bond Bank Authority shall reallocate the volume cap for that
12 project in the amount designated and to the designated eligible issuer of recovery zone
13  economic development bonds."

14

15 Page$, line 31, following "2010":

16 Insert ", unless the borough has authorized the issuance of bonds and files a written
17  notice with the Alaska Industrial Development and Export Authority before June 30, 2010,

18 stating its intention to use the volume cap before August 31, 2010. If the borough files the
19 written notice, the borough is considered to have waived the unused portion of its volume cap
20  on the close of business, August 31, 2010"

21
22 Page 6, line 28, following "amended.":
23 Insert "If a borough that received the allocation designates a project within the

986




.f,

a
—_—

26-GS2880M\A. 1

1 borough or designates a project outside of the borough that benefits the borough or its
residents, the Alaska Industrial Development and Export Authority shall reallocate the

volume cap for that project in the amount designated and to the designated eligible issuer of

- L N S

recovery zone economic development bonds."

987




988

10

11
12

WORK DRAFT WORK DRAFT WORK DRAFT

26-GS2880\R
Coock
3/2/10

CS FOR SENATE BILL NO. 269(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-SIXTH LEGISLATURE - SECOND SESSION
BY THE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL
FOR AN ACT ENTITLED
"An Act relating to the waiver of volume cap of recovery zone economic development
bonds authorized by 26 U.S.C. 1400U-2 and reallocation by the Alaska Municipal Bond
Bank Authority of the waived volume cap; relating to the waiver of volume cap of
récovery zone facility bonds authorized by 26 U.S.C. 1400U-3 and reallocation by the
Alaska Industrial Development and Export Authority of the waived volume cap;
increasing the total amount of bonds and notes that the Alaska Municipal Bond Bank
Authority may have outstanding; relating to revenue bonds and to obligations secured
by lease that are issued by the Alaska Municipal Bond Bank Authority; and providing

for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The uncodified law of the State of Alaska is amended by adding a new section

to read:

-1- CSSB 269(FIN)
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FINDINGS AND INTENT FOR SECS. 4 AND 5 OF THIS ACT. (a) The legislature
finds for secs. 4 and 5 of this Act that P.L, 111-5 (American Recovery and Reinvestment Act
of 2009)

(1) authorized the issuance of certain tax-advantaged bonds known as
recovery zone economic development bonds and recovery zone facility bonds under Division
B, Title 1, Subtitle E, sec. 1401, P.L. 111-5 (26 U.S.C. 1400U-1 - 1400U-3); the purpose of
those bonds is to provide tax incentives for state and local governmental borrowing at lower
borrowing costs to promote job creation and economic recovery that is targeted to arcas
particularly affected by employment declines;

(2) set a national volume limitation for recovery zone economic development
bonds of $10,000,000,000, and a national volume limitation for recovery zone facility bonds
of $15,000,000,000 under 26 U.S.C. 1400U-1(a)}(4);

(3) authorized the United States Secretary of the Treasury to allocate the
national volume limitation for those bonds among the states under 26 U.S.C. 1400U-1(a);

(4) required each state to reallocate its volume among the counties and large
municipalities in the state in proportion to relative employment declines in 2008 under 26
U.S.C. 1400U-1(a)(3); because that requirement was nondiscretionary, the Internal Revenue
Service performed the reallocations within states and published them on its website under
LR.B. 2009-26;

(5) permits a county or municipality to waive its allocation under 26 U.S.C.
1400U-1(a)(3); the Internal Revenue Service guidance relating to the allocation of recovery
zone economic development bonds and recovery zone facility bonds provides that a county or
large municipality may waive a portion of the volume cap allocation received for recovery
zone bonds; upon a waiver, the state in which the county or large municipality is located is
authorized to reallocate the waived volume cap in any reasonable manner as it shall determine
in' good faith in its discretion under I.R.B. 2009-26; the guidance further provides that the
states have authority to consider a waiver; in this state, the Internal Revenue Service allocated
the bond volume to boroughs and census areas; and

(6) requires the bonds to be issued before January 1, 2011, under 26 U.S.C.
1400U-2(b)(1) and 26 U.S.C. 1400U-3(b)(1)(B).

(b) It is the intent of the legislature for secs. 4 and 5 of this Act to
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(1) define when a borough or census area to which recovery zone economic
development bond volume cap and recovery zone facility bond volume cap have been
allocated is considered to have waived the volume cap;

(2) authorize the Alaska Municipal Bond Bank Authority to reallocate waived
recovery zone economic development bond volume cap; and

(3) authorize the Alaska Industrial Development and Export Authority to
reallocate waived recovery zone facility bond volume cap.

* Sec. 2. AS 44.85.180(c) 1s amended to read:

(c} Notwithstanding the provisions of (a) and (b) of this section, the total
amount of bond bank authority bonds and notes outstanding at any one time may not
exceed $1,000,000,000 [$750,000,000]. This subsection does not apply to

(1) bonds or notes issued to fund or refund bonds or notes;
(2) bonds, notes, commercial paper, and other obligations issued under
AS 44.85.086 or (a)(5) of this section.
* Sec. 3. AS 44.85.410(4) is amended to read:
(4) "municipal bond" means a bond or note or evidence of debt that
constitutes
(A) a general obligation bond that is a direct and general
obligation of a political subdivision of the state, all the taxable property within
which is subject to taxation to pay the bond, note, or evidence of debt, and the
interest without limitation, as to rate or amount generally to the extent
permitted by law or to avoid a default as provided for second class cities under

AS 29.45.590;

(B) a revenue bond [, EXCEPT A REVENUE BOND FOR

ELECTRICAL GENERATION PURPOSES OTHER THAN DIESEL-

POWERED GENERATION,] issued by a municipality, a solid waste

management authority, or a port authority that pledges the revenue of a

revenue-producing capital improvement and that is payable solely from the

revenue of the revenue-producing capital improvement;
(C) a general obligation bond or revenue bond combined or

additionally secured;

3- CSSB 269(FIN)
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(D) a bond of a borough issued as a general obligation of a
service area under AS 29.47.440 or former AS 29.58.340; or
(E) an obligation of a municipality secured only by
(i) special assessments on benefited property;
(i1) tax increments and a letter of credit or equal
security; or
(iii)) a lease [FOR EQUIPMENT OR BUILDING
IMPROVEMENTS IF THE STATE IS NOT A LESSEE],
* Sec. 4. The uncodified law of the State of Alaska is amended by adding a new section to
read:

WAIVER AND REALLOCATION OF RECOVERY ZONE ECONOMIC
DEVELOPMENT BOND VOLUME CAP. (a) A borough in the state that has received an
allocation of recovery zone economic development bond volume cap under 26 U.S.C. 1400U-
1 and 1400U-2, as amended, may waive all or part of its allocation at any time.

(b) A borough in the state that has received an allocation of recovery zone economic

 development bond volume cap under 26 U.S.C. 1400U-1 and 1400U-2, as amended, is

considered to have waived the unused portion of the borough's recovery zone economic
development bond volume cap as of the close of business June 30, 2010.

(c) The recovery zone economic development bond volume cap for a census area in

- the state that has received an allocation of recovery zone economic development bond volume

cap under 26 U.S.C. 1400U-1 and 1400U-2, as amended, is considered waived as of the close
of business June 30, 2010.

{d) The recovery zone economic development bond volume cap that has been waived
or considered waived under this section lapses to the Alaska Municipal Bond Bank Authority
(AS 44.85.020). The Alaska Municipal Bond Bank Authority is authorized to reallocate the
waived recovery zone economic development bond volume cap.

(e) An issuer of recovery zone economic development bonds authorized by 26 U.S.C.
1400U-1 and 1400U-2, as amended, shall at the time of issuance, notify the Alaska Municipal
Bond Bank Authority in writing of the principal amount of the recovery zone economic
development bonds being issued and the date of issuance.

(f) The Alaska Municipal Bond Bank Authority may designate any bonds it issues
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under AS 44.85 as recovery zone economic development bonds authorized by 26 U.S.C.
1400U-1 and 1400U-2, as amended. In connection with issuing recovery zone economic
development bonds, the Alaska Municipal Bond Bank Authority may designate areas in the
state as recovery zones and may apply recovery zone economic development bond volume
cap the authority has received under this section to the bonds. The Alaska Municipal Bond
Bank Authority may reallocate recovery zone economic development bond volume cap to
other issuers of bonds in the state and may authorize those issuers to designate areas as
recovery zones for purposes of using the recovery zone economic development bond volume
cap the authority allocates to those issuers.

(g) The Alaska Municipal Bond Bank Authority may use or reallocate waived
recovery zone economic development bond volume cap under this section in the manner the
authority considers most likely to achieve the efficient use of all the waived recovery zone
economic development bond volume cap, taking into consideration job creation and economic
recovery in areas of the state particularly affected by employment declines. The Alaska
Municipal Bond Bank Authority shall give priority to projects in a borough or census area that
received an allocation of recovery zone economic development bond volume cap under 26
U.S.C. 1400U-1 and 1400U-2, as amended.

(h) The Alaska Municipal Bond Bank Authority may reallocate recovery zone

economic development bond volume cap allocations from a census area to political

‘subdivisions located in the census area. Before making a reallocation; the Alaska Municipal

Bond Bank Authority shall consult with all political subdivisions in the census area having
legal authority to issue the bonds regarding the need for reallocation of volume cap.

* Sec. 5. The uncodified law of the State of Alaska is amended by adding a new section to
read:

WAIVER AND REALLOCATION OF RECOVERY ZONE FACILITY BOND
VOLUME CAP. (a) A borough in the state that has received an allocation of recovery zone
facility bond volume cap under 26 U.S.C. 1400U-1 and 1400U-3, as amended, may waive all
or part of its allocation at any time.

(b) A borough in the state that has received an allocation of recovery zone facility
bond volume cap under 26 U.S.C. 1400U-1 and 1400U-3, as amended, is considered to have

waived the unused portion of the borough's recovery zone facility bond volume cap as of the
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close of business June 30, 2010.

(c) The recovery zone facility bond volume cap for a census area in the state that has
received an allocation of recovery zone facility bond volume cap under 26 U.S.C. 1400U-1
and 1400U-3, as amended, is considered waived as of the close of business June 30, 2010.

(d) The recovery zone facility bond volume cap that has been waived or considered
waived under this section lapses immediately to the Alaska Industrial Development and
I Export Authority (AS 44.88). The Alaska Industrial Development and Export Authority is
authorized to reallocate the waived recovery zone facility bond volume cap.

(e) An issuer of recovery zone facility bonds authorized by 26 U.S.C. 1400U-1 and
1400U-3, as amended, shall at the time of issuance, notify the Alaska Industrial Development
and Export Authority in writing of the principal amount of the recovery zone facility bonds
|| being issued and the date of issuance.

(f) The Alaska Industrial Development and Export Authority may designate any
bonds it issues under AS 44.88 as recovery zone facility bonds authorized by 26 U.S.C.
1400U-1 and 1400U-3, as amended. In connection with issuing recovery zone facility bonds,
the Alaska Industrial Development and Export Authority may designate areas in the state as
recovery zones and may apply recovery zone facility bond volume cap the authority has
received under this section to the bonds. The Alaska Industrial Development and Export
Authority may reallocate recovery zone facility bond volume cap to other issuers of bonds in
the state and may authorize those issuers to designate areas as recovery zones for purposes of
using the recovery zone facility bond volume cap the authority allocates to those issuers.

(8) The Alaska Industrial Development and Export Authority may use or reallocate

waived recovery zone facility bond volume cap under this section in the manner the authority
considers most likely to achieve the efficient use of all the waived recovery zone facility bond
volume cap, taking into consideration job creation and economic recovery in areas of the state
particularly affected by employment declines. The Alaska Industrial Development and Export

Authority shall give priority to projects in a borough or census area that received an allocation

of recovery zone facility bond volume cap under 26 U.S.C. 1400U-1 and 1400U-3, as
amended.
(h) The Alaska Industrial Development and Export Authority may use or reallocate

waived recovery zone facility bond volume cap according to regulations adopted by the
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Alaska Industrial Development and Export Authority, which may include regulations
requiring the use of documents prepared by the Alaska Industrial Development and Export
Authority for that purpose and regulations establishing one or more deadlines for use of the
waived recovery zone facility bond volume cap by the applicant. The Alaska Industrial
Development and Export Authority may grant an application in whole or in part or may reject
an application entirely after taking into consideration the factors established in (g) of this
section.

(i) Before making a reallocation under this section, the Alaska Industrial
Development and Export Authority shall charge and collect a fee for reallocating waived
recovery zone facility bond volume cap. The fee must be an amount sufficient to reimburse
the Alaska Industrial Development and Export Authority for administrative and contract
expenses associated with the reallocation but may not exceed one percent of the amount of the
reallocation.

* Sec. 6. This Act takes effect immediately under AS 01.10.070(c).
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550 West 7th Avenue #1700
Anchorage, Alaska 99501
907-269-7450
fax 9207-269-7463
wwav. gov.alaska.gov

Governor Sean Parnell Governor@alaska gov
STATE OF ALASKA

STATE CAPITOL
PO Box ! 10001
Juneau, Alaska 998§ 1-0001
9207-465-3500
fax: 907-465-3532

February 9, 2010

The Honorable Gary Stevens
President of the Senate
Alaska State Legislature

State Capitol, Room 111
Juneau, AK 99801-1182

Dear President Stevens,

Under the authority of Art. III, Sec. 18 of the Alaska Constitution, I am transmitting a bill relating to
the waiver of volume cap of recovery zone economic development bonds authorized by 26 U.S.C.
1400U-2 and reallocation by the Alaska Municipal Bond Bank Authority of the waived volume cap;
and relating to the waiver of volume cap of recovery zone facility bonds authorized by 26 U.S.C.
1400U-3 and reallocation by the Alaska Industrial Development and Export Authority of the waived

volume cap.

The bill will benefit Alaskans by authorizing the Alaska [ndustrial Development Export Authority to
administer the American Recovery and Reinvestment Act (ARRA) program. The result subsidizes
interest rates on bonds for government infrastructure and private economic development, removes
limitation on the Municipal Bond Bank to allow for energy-related projects in addition to diesel
projects, and increases the bond limit to $1 billion.

The bill sets out legislative findings and intent for Secs. 4 and 5 of the bill related to the federal
authonzation of recovery zone economic development bonds and recovery zone facility bonds and
the allocation of the volume cap of the bonds. The bill provides that it is the Legislature’s intent to
define when volume cap is waived, and to authorize the Alaska Municipal Bond Bank Authority to
reallocate waived recovery zone economic development bond volume cap, and to authornize the
Alaska Industrial Development and Expore Authority to reallocate waived recovery zone facility
bond volume cap.

The bill will provide that unused recovery zone economic development bond volume cap is waived
on june 30, 2010. The bill will authorize the Alaska Municipal Bond Bank Authority to reallocate

waived recovery zone economic development bond volume cap.

The bill will provide that unused recovery zone facility bond volume cap will be waived on June 30,
2010. The bill will authorize the Alaska Industrial Development and Export Authority to reallocate
waived recovery zone facility bond volume cap.

The bill will increase the total amount of bonds and notes that the Alaska Mumcipal Bond Bank
Authority may have outstanding from $750,000,000 to $1,000,000,000. The bill will allow the Alaska
Municipal Bond Bank Authority to expand its authorization to issue bonds for energy projects and
to amend the definiton of “municipal bond.”

COMMITTEE COPY
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The Honorable Gary Stevens
February 9, 2010
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The Alaska Municipal Bond Bank Authority’s bonding authorization has been increased several
tmes in the last 30 years. In 2003, the limit increased from $300,000,000 to $500,000,000, and in
2006, the limit increased from $500,000,000 to $750,000,000. As of December 2009, the Alaska
Municipal Bond Bank Authority had $623,090,878 in outstanding bonds. This leaves $126,909,122
available for additional loans to communities. Applications to the Alaska Municipal Bond Bank
Authority over the next six months are expected to total approximately $150,000,000. This increase
is a natural progression for the program, and fits with the historically conservative increases in the
borrowing cap. The underlying loan portfolio of the Alaska Municipal Bond Bank Authority is
strong and has fully supported all loans for 35 years. Without passage of this bill, it is likely that
municipalities will not be able to take advantage of the program.

The bill will repeal an existing limitation on the Alaska Municipal Bond Bank Authority’s
authorization that limits municipal revenue bonds issued by the bank to only diesel energy projects.
With this change, the banks will have the ability to provide financing for a wide variety of energy
projects. This change is consistent with the purpose of the Alaska Municipal Bond Bank Authority -
to asstst municipalities in financing capital improvements and to allow municipalities to create and
improve energy facilities across the state. Further, the bill would eliminate the restriction in the
definition of “municipal bond” in AS 44.85.410(4)(E)(iii), which currently does not authorize a lease
for equipment or building improvement if the State is the lessee. This change will allow small
municipalities the ability to finance community buildings if they plan to partner with the State to
achieve project efficiency.

The bill provides for an immediate effective date.

I urge your prompt and favorable action on this bill.

Since

Sean Parnell
Governor

Enclosure
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LETTER FROM THE CHAIRPERSON

To all Alaskans:

The year 2009 marked the 34th year of existence for the Alaska Municipal Bond Bank Authority
(Bond Bank). Since its inception in August of 1975, the Bond Bank has helped Alaskan communi-
ties secure almost $1 billion dollars in financing for public works projects that have improved the
standards of health, safety and education for our citizens.

The Bond Bank was created to assist Alaskan communities issue bonds. Some communil;ies simply
lack familiarity with the financial markets, others seek to reduce the cost of issuing bonds, and
some municipalities find they can get better terms on bonds issued by the Bond Bank.

The Bond Bank realizes savings for,cormfﬁlmtles in a number of ways. We pool bonds, selling
much larger issues than any one comrnumtyﬁ ould/t_flereby creating economies of scale. Because
of our level of activity, we contract for professmnal services at a lower cost than could less active
bond issuers. The Bond Bank also'has a better credit rating than is available to most communides.
All of these factors result in lower interest rates for community capital projects.

Beginning in 1977, the Bond Bank has remitted to the State of Alaska annual investment earnings
in excess of operating needs. At $27.8 million, th?se remittances now exceed, by over $9.2 million,
the $18.6 million appropnated by the St:ate of Alaska to the Bond“’Bank between Lhe years 1976
and 1986, 57 ] .mf i /lfx\ Fi R
" 5of

Over the last six years the Bond Bank has more than dodbled the amount of funds loaned to
accomplish commumty projects. This heightened level of activity warrants additional support for
the Bond Bank. For the first time in 23 years retention of earnings was approved for the reserve
of the Bond Bank in the State’s 2009 budget, and again in the 2010 budget. The earnings of the
Bond Bank from FY 2009 are $819,843. These appropriations are significant steps in ensuring
the continued ability of the bond Bank to provide value to Alaskans.

The Bond Bank issued three series of bondsin fiscal year 2009 totaling $76.7 million for nine loans
to Alaskan communities. Bond Bank participation in these transactions is estimated to have saved
these communities over $6.8 million. These savings equate to a direct reduction to the burden on

local taxpayers. The Bond Bank is indeed an idea that works, and an example of the benefits that
can be realized through good government.

Inaccordance with Alaska Statute 44.85.100, we respectfully submit the attached year 2009 report
of the activities and financial condition of the Bond Bank.

We hope you share with us our pride in the Bond Bank’s accomplishments this past year.

Sincerely,

Mark Pfeffer

ALASKA MUNICIPAL BOND BANK AUTHORITY




THE ALASKA MUNICIPAL BOND BANK AUTHORITY

The Bond Bank is a public corporation that
aids Alaskan communities by issuing bonds, and
using the proceeds to purchase the municipali-
tes’ general obligadon and revenue bonds. It
commenced operations in August 1975.

The Bond Bank has a legal existence indepen-
dent of and separate from the State of Alaska.
Bonds issued by the Bond Bank are payable only
from Bond Bank funds. The State has pledged
its moral obligation to the maintenance of a
debt service reserve for all of the Bond Bank’s
bonds. (For more information please see Notes
to Financial Statements.)

The powers of the Bond Bank are vested in its
Board of Directors. The membership of the
Board consists of five directors representing
both the public and private sector. The three
private sector board members are appointed by

the Governor and serve four-year terms. They
are joined on the Board by the Commuissioner of
Revenue and the Commissioner of Comimerce,
Community & Economic Development (or
their assigned representatives}.

The Board of Directors operates in accordance
with the Bond Bank Act (AS 44.85), its pub-
lished regulations (15 AAC144) and its by-laws.
The board’s main responsibility is to consider
municipal loans and approve bond issues.

The Bond Bank may not issue revenue bonds in
excess of $75 million in any fiscal year unless the
Alaska Legislature approves a greater amount.
The Bond Bank is further resticted to a limit
of $750 million of bonds or notes outstanding.
As of June 30, 2009, obligations totaled $587.2
million, allowing for additional bond issuances
of $162.8 million.

2009 ANNUAL REPORT
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AN IDEA THAT WORKS

The Bond Bank pays its own way. The Bond
Bank’ reserve accounts serve to both guarantee
the bonds and provide investment income. All
of the Bond Bank’s costs are paid from these
investment earnings. The statutory earn-
ings from its investment accounts exceeded
expenses by $819,843 during the fiscal year
ending June 30, 2009. Such excess funds have
historically been paid to the State of Alaska,
but for the last two years the amounts have
been appropriated to the Bond Bank. Since
1977 the Bond Bank has returned $27.8 mil-
lion in excess earnings to the State, exceeding
the State’s original investment of $18.6 million
(appropriated in the years 1976 through 1986)
by over $9.2 million. FY 2008 and FY 2009
generated $855,347 and $819,843 respectfully
in excess earnings that have been appropriated
to the Bond Bank. These were the first times
since 1986 that the reserve appropriation has

been increased.

Alaska’s investment in the Bond Bank is com-
pounded in other ways.

Alaskan communides taking advantage of the
Bond Bank’ services realize considerable sav-
ings. These communities may have low bond
ratings, or although credit worthy have not
issued bonds, or have little outstanding debt,
and lack investor familiarity.

Some larger communities, capable of issuing
their own bonds, find that the Bond Bank’
services result in less expense, especially for
small bond issues.

In addition to the annual dividends received
from the Bond Bank, it costs the State of Alaska
less money to reimburse communities for such
capital projects as schools built with funds
provided by Bond Bank issues. Since bonding
expenses and interest rates for Alaskan com-
munities are less than they would he otherwise,
the reimbursement expense is less for the State.

The Bond Bank operates efficiently. Depart-
ment of Revenue staff serve as executive direc-
tor and provide accounting support. Where
economies of scale dictate, the Bond Bank hires
outside professional staff.

CUMULATIVE APPROPRIATIONS COMPARED TO CUMULATIVE EXCESS EARNINGS RETURNED TO STATE
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HELPING ALASKAN COMMUNITIES

The Bond Bank is organized to work with
all Alaska’s municipalities, especially new and
infrequent issuers of debt for capital projects.
From the time a municipality contacts the Bond
Bank, legal and financial professionals with
extensive experience in Alaska financing begin
working with municipal managers to develop
the most advantageous financing program for
the community.

If it becomes clear that debt financing through
the Bond Bank is neither possible nor appropri-

ate for any particular municipality, the Bond
Bank will continue to work with the munici-
pality’s administration to find other means of
meeting their financial objectives.

In most instances the Bond Bank is able to
relieve municipalides from paying certain costs
of issuing bonds, such as official statement
printing, rating agency analysis, trustee and
paying agent fees. For this reason, even large
communities with a track record of issuing
bonds occasionally seek the services provided

by the Bond Bank.

ALL BOND PROCEEDS DISTRIBUTION
BY AREA PERCENTAGES

2009 ANNUAL REPORT
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ISSUING BONDS ratings, considered “investment grade,” from
Moody’s Investors Service and Fitch Ratings
respectvely. As a result the Bond Bank is able

to borrow money at lower interest rates than

The Bond Bank almost exclusively issues tax
exempt bonds. Purchasers of these bonds
including bond mutual funds, institutional
investors, insurance companies, or private MOSt Alaskan municipalities.

individual investors do not have to pay federal In addition, when it is economical and cost
income taxes on the interest income received.  effective to do so, the Bond Bank obtains bond

Historically all General Obligation Bond ~insurance to secure “AAA” ratings. In the cur-

issues of the Bond Bank have been reviewed
by Moody’s Investors Service and Standard
and Poor’s Corporation. During FY 2010 the The Bond Bank strengthens its portfolio by
Bond Bank hasshifted from Standard and Poors  including Alaskan communities widely distrib-
to Fitch Ratings. The Bond Bank’s General uted geographically, with different economic
Obligation Bonds have received “Al and AA-"  bases, and limiting the total percentage of bonds
committed to any one municipality.

rent market, additional insured bond issues are
not anticipated.

The Bond Bank has historically pooled munici-
City of Kaktovik 8 $730 .. . . .
City of Hoonah 1l $1000 pal general obligation bond issues into a single

City of North Pole M $1,350 issue, and starting in 2005 began pooling both
City of Adak [ $1,500

Giyof Garg I $1500 general obligation and revenue bonds. Follow-
of Craig ,

Inter-tsland Fery Authority [l $1.865 ing the sale of the bond bank bond issue, the
City & Borough of Yakutat [l $2300 Bond Bank purchases the bond issues of each
City of Kenai I $3.250 . .

Bristol Bay Borougn N $4.000 community under the same terms obtained for
City of Betre! TN 54475 the Bond Bank bonds.

City of Skagway [ 34990
City of Paimer [N 35435
City of Soldotna [TV 57670
City of Homer [N $10073
City of wrange!l RN 13138
City of Diltngham [ NG 515,105

Lake & Peninsuia Borough NSNS 17416
City of Nome: | 515326 BOND PRO(EEDS DIS”“BU”UN
Haines Borough  EERSSRRENNE $15.:50 BY COMMUNITY
City of Cordova SN 10045 (IN THOUSANDS)
City of Wasilla N N RN $20.200
Municipality of Anchorege [N 5205 DOES NOT INCLUDE
Faitbarks North Star Borough [ NSRRI :::./c0 REFUNDINGS OR RESERVES

Ctty of Petersburg [N §22.006
City of Valdez | NN, - 014
Matanuska-Susitna Boreugh [N ;130
City of Kodiak [N 2515
Ketchikan Gateway Borough [N, 530,265
Aleutians East Borough [N, ;1525
City of Unalaska | ¢ 5,235
Kodiak Island Berough | 5/ °.350
City & Borough of Sitka - I ©59.450
City of Seward RN 55,565
Norhwest Arctic Borough IR A S R, 56930
Kenai Peninsula Borough NN R 450,064
City and Borough of furieau | 657490 $1026
ity of Ketchizar R

ALASKA MUNICIPAL BOND BANK AUTHORITY
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LEVERAGING STATE DOLLARS

An important reason for the Bond Bank’s favor-
able bond rating and lower borrowing costs is

that it secures its bonds with reserve funds sup- ..

ported by the “moral obligation” of the State of
Alaska. The State has demonstrated the depth
of this pledge, by appropriating an unlimited
amount in the FY 2010 budget to sadsfy the
moral obligation.

The reserve funds are available to cure defaults,
should they occur, and sized to an amount equal
to 125% of average debt service over the life of
all bond issues in the specific program. For the
1976 loan program, at least two-thirds of the
reserve must be funded from bond bank assets
and up to one-third funded from the proceeds of
new bond issues, for older revenue bond issues
Bond bank assets funded the entire reserve, and
with the 2005 loan program there is flexibility to
use any combination of bond bank assets, bond
proceeds, or surety policies to satisfy reserve
requirements. For both the 1976 and the 2005
loan program the reserve is pooled, meaning
that the reserve thatis in place is equivalent to
many years of debt payments on even the largest
of borrower loans.

The reserve fund has historically been used to
leverage debt at better than an eleven to one
ratio. For every $1 million placed in the reserve
fund, more than $11 million of cutside capital
is attracted to the state. As the 2005 lending
program has matured this ratio has increased.

GENERAL OBLIGATION BONDS

The majority of the Bond Bank’s bonds have
been issued to fund general obligation loans.
Comumunities typically issue general obligadon
bonds to finance facilities that do not generate
revenue, such as schools, roads, public safety
and municipal buildings. Such bonds must be
approved by the municipal voters.

REVENUE BONDS

The Bond Bank also funds loans for community
revenue bonds thatare used to finance revenue-
producing capital improvements such as utility
or port facilities. Because they are not secured
by a municjpality’s taxing power, such bonds do
not normally require municipal voter approval.

CURRENT FINANCINGS Fy 2009 BONDS ISSUE

$19,700,000
GENERAL OBLIGATION 2008 SERIES TWO
City of Skagway - Community Health Center

City of Seward - Electrical emergency generators
City and Borough of Sitka — School renovations

30 year: True Interest Cost 4.9277%

$26,730,000
GENERAL OBLIGATION 2009 SERIES ONE

City of Unalaska ~ Powerthouse and electrical

generators
City of Kediak - Boat lift
30 year: True Interest Cost 5.4526%

$30,295,000

GENERAL OBLIGATION 2009 SERIES
™WO

City of Cordova - School renovation

City of Nome ~ School renovations

Kodiak Istand Borough - Refund city
issued 1998 bonds

City or Unalaska - School rencvations

25 year: True Interest Cost 5.0216%

ISSUED AMOUNTS ARE INCLUSIVE OF
RESERVE OBLIGATIONS

2009 ANNUAL REPORT
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2005 BOND INDENTURE

The Bond Bank has historically issued general
obligation bonds only to fund loans purchasing
one or more municipal general obligation bond
issue, while revenue bonds were issued only to
fund loans purchasing one municipal revenue
bond issue. In Fiscal Year 2006 the Bond Bank
created the 2005 lending program that can sup-
port loans to purchase both general obligatdon
bonds and revenue bonds through the issuance
of general obligation bonds of the Bond Bank.
The three transactions issued in Fiscal Year
2009 combined loans that previously would
have required five bond issues. This ability
to pool communites’ bonds provides greater
operational efficiency for the Bond Bank and
provides additional flexibility and savings to
communities. The 2005 lending program is now
used for all issues of the Bond Bank.

Bonds issued by the Bond Bank to purchase
municipai general obligation bonds are secured

by:

* For general obligation loans the full faith and
credit of each respective community with no
taxing limitation.

* For revenue bond loans the revenues for the
facility or enterprise being financed

* The Bond Bank’s general obligation debt
service reserve fund. This pooled reserve
is generé]ly funded in an amount equal to
annual debt service on all the bonds in the

prograrm.
¢ All Bond Bank assets shall be used to restore

the debt service reserve to an amount that
equals the maximum annual debt service on

the Bond Bank bonds.

* The statutory right of the Bond Bank, in the
event of default, to demand and receive any
funds held by a state agency which are payable
to the defaulting municipality.

* The moral obligation of the State of Alaska
to maintain the debt service reserves at their
required levels. This commitment is cur-
rently funded in the State’s FY2010 operating
budget for the 2005 G.O. program.

USES OF BOND PROCEEDS — INCEPTION TO DATE

DOES NOT INCLUDE REFUNDINGS

Parking
$17.100,000

Water/Sewer
$40158119
Community
$49,090,000
Utilities -
$92,761,392
Airports
$6,745,000
Hospitals
$132,480,000
Municipalities
$27,615,000

Public Services ./
$29,540,000

e ROAAS & Transportation
) $21,195,000

e EdUCaAtioON/Schools
$421,885,195

_ Harbors/Ports
$118,853,500

AUTHORITY




SUMMARY OF DEBT SERVICE

SCHEDULE OF TOTAL DEBT SERVICE BY CLASSIFICATION AT JUNE 30,2009

1974 GENERAL BOND RESOLUTION FUND PRINCIPAL
1998 Series A $ 405,000
1998 Series B 276,000
2000 Series A 630,000
2000 Series B 1,045,000
2000 Series C 3,005,000
2000 Series D 165,000
2000 Series E 3,795,000
2000 Series £ 310,000
2001 Seties A 5,805,000
2001 Series B 2920,000
2002 Series A 6,725,000
2002 Series B 9,260,000
2003 Series A . 7,320,000
2003 Series C 3,695,000
2003 Series D 11,615,000
2003 Series £ 7,775,000
2003 Series F 430,000
2003 Series G 19,345,000
2004 Series A 13,715,000
2004 Series B 12,610,000
2004 Series C 12,145,000
2004 Series D 10,910,000
2005 Series A 31,380,000
2005 Series B 21,200,000
2005 Series C 28,990,000
2006 Series A 15,765,000

$ 231230000

2005 SERIES GENERAL BOND RESOLUTION PROGRAA PRINCIPAL

2005 Series ONE 15,350,000
2006 Series ONE 6,720,000
2006 Series TWO 38,985,000
2007 Series ONE 26,175,000
2007 Series TWO 24,710,000
2007 Series THREE 14,455,000
2007 Series FOUR 15,160,000
2007 Series FIVE 6,000,000
2008 Sesies ONE 61,500,000
2008 Series TWO 19,245,000
2009 Series ONE 26,730,000
2009 Series TWO 30,295,000

$ 285325000

COASIAL ENEREY FMPACT PROGRAM AND REVENUE BONDS PRINCIPAL
COASTAL ENERGY FUND 10962416
1998A Revenue Bond Resciution 3,355,000
1998B Revenue Bond Resolution 185,000
1999A Revenue Bond Resoluticn 90,000
20008 Revenue Bond Resolution 400000
2001A Revenue Bond Resolution 1,205000
2001B Revenue Bond Resolution 1,785,000
2002A Revenue Bond Resolution 3,450,000
20603B Revenue Bond Resolution 16,980,000
2004A Revenue Bond Resolution 27,295,000
2004B Revenue Bond Resolution 4,960,000

70667416

$ 587222416

SUMMARY OF TOTAL DEBT SERVICE REQUIREMENTS BY FISCAL YEAR

FISCAL YEAR __PRINCIPAL _
2010 32784582
2011 33058247
2012 34427061
2013 33716032
2014 31,305,165
2015-2019 153,659,869
2020-2024 130010848
2025-2029 80,066,976
2030-2034 43323872
2035 and after 14,869,764

$ 587222416

2009 ANNUAL REPORT
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INTEREST

19,231
31,830
17,325
90,181
251,156
13,750
350,315
33530
1127078
1013716
646,625
3303378
2625958
339,700
4532873
2126,250
21525
8209513
3583103
3951175
4828732
4392575
10,104,320
7808258
11495716
3529,266

74847079

INTEREST

4079468
3059490
33761,163
8475214
15562075
9,616,322
7670944
5262842
40,824,675
12870,233
22801275
14,144,298

178127999

INTEREST

319,099
4,163
2520

32444

309,388

484125

479,388

6,669,769
22077848

3,750,894

34,130,138

287,105,216

INTEREST

26,169,370
25,174,400
23760451
22383108
20867130
83579943
50.210819
24553322

9324435

1082198

287,105,216

TOTAL

424231
301,830
647325
1135181
3,256,156
178750
4145315
343530
6932078
3933716
7371625
12563378
6,945,958
4,034,700
16147873
9,501,250
451,525
27554513
17298103
16561175
16973732
15302575
41,484,320
29008258
40485716
19,694,266

306,077,079

TOTAL

19429468

9779490
12746163
34650214
40272075
24071322
22830944
11262342

102324675
32115233
49531275
44439298

463452999

TOTAL

10962416

3674099
189163
92520
432444
1,514,388
2269125
352,888
23649769
49372848
8710894

104.797,554
874327632

TOTAL

58953952

58232647
58,187,552
56,099,140
52172295
237239812
180,221,668
104,620,298
52643307
15,951,962

874,327,634
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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
COMMERCE, COMMUNITY AND
ECONOMIC DEVELOPMENT.

THE COMMISSIONERS HAVE
TRADITIONALLY APPOINTED
DELEGATES TO SERVE IN
THEIR PLACE.

THE BOARD OF DIRECTORS

MARK PEEFFER
{hairman
Term expires July 15, 2013

Mr. Pfeffer was appointed October
10, 2001. Mr. Pfeffer is a registered
architect who has owned and led an
architectural practice in Alaska for
over 24 years. He is actve in the
development, design and manage-
ment of commercial real estate
projects, many of which include
public/private partmerships. Heis a
partner in the firms Koonce Pfeffer
Bettis, Inc. and Venture Develop-
ment Group, LLC. Mr. Pfeffer
received a Bachelor of Architecture
Degree from the University of
Nebraska in 1980.

LUKE WELLES
Vice Chatrman
Term expires July 15, 2010

Mr. Welles was appointed on May
16, 2008. Mr. Welles is Chief
Financial Officer for the Yukon
Kuskokwim Healthcare Corpora-
tion which administers healthcare
in 52 rural communities, including
a hospital located in Bethel, Alaska.
He has management experience in
healthcare, civil constructdon and
commercial real estate. Over the
past 16 years he has served on sev-
eral economic development com-
missions in the State, a city council
member in Homer, Alaska and mul-
tiple boards. Mr. Welles received a
Bachelor of Arts in Foreign Service
and International Business from
Baylor University in 1989.




GREGORY GURSEY
Member

Term expires July 15, 2010

Mr. Gursey was appointed to the
board on June 22, 2009, Mr. Gur-
sey became President of Benefit
Brokers, Inc in 2001, after working
as Vice President of Investments
for Wedbush Morgan Securities
for 11 years. Benefit Brokers has
been providing investment advisory
services to clients for over 30 years.
Mr. Gursey also serves as a FINRA
industry arbitrator in both civil and
industry arbitration cases. After
graduating from the University of
Alaska Anchorage with a degree
in finance, Mr. Gursey became
involved with the University of
Alaska Foundaton. He served as
the first Chairman of the UAA Col-
lege of Fellows, currently is a mem-
ber of the Investnent Cormimnittee
and serves as a Trustee to the UA
Foundadon. Mr. Gursey has served
on the U.S. Treasury’s Department,
Taxpayer Advocacy Panel, State of
Alaska Dental Fxaminer’s Board,
the Investnent Commission for
the Municipality of Anchorage,
as well as numerous other boards.
Mr. Gursey received the “UAA
Alumnus of the Year Award”, the
“Mayor’s Award for Public Ser-
vice,” the Anchorage Chamber
of Commerce, “Top Forty under
40 Award,” and most recently the
“President’s Volunteer Service
Award,” by President George W.
Bush. He has been a resident of
Alaska since 1983.

JERRY BURNETT
Member

Mr. Burnett is the first delegate for
Patrick Galvin, Commissioner of
the Department of Revenue. Mr.
Burnett was appointed Deputy
Commissioner in January 2009,
after acting since August 2008. He
previously was the Administrative
Services Director and Legisla-
tive Liaison, for the Department
of Revenue. Other state service
includes two years as Adminis-
trative Services Director at the
Department of Corrections and
twelve years as Finance Committee
and Budget and Audit Commit-
tee staff to the Alaska Legislature.
From 1983 to 2002 Mr. Burnett was
an adjunct professor of business at
the University of Alaska Southeast
and during this tme also worked as
a Real Estate Broker and Life and
Health Insurance Agent. He has 2
Masters of Business Administration
and a Masters of Public Administra-
tion from the University of Alaska
and a Bachelor of Science in Occu-
pational Safety and Health from
Central Washington University.

GREG WINEGAR

Rember

Mr. Winegar is the first delegate for
Wiiliam Noli, Commissioner of the
Deparunent of Commerce, Com-
munity & Economic Development.
Mr. Winegar was appointed Direc-
tor of the Division of Investmenis
on May 22, 2000. This Division
administers various direct lending
programs for the State and services
loans for other State agencies,
representing approxtmately 3,500
accounts totaling $250 million.
Prior to his appointment as Acting
Director, Mr. Winegar served as
the Division of Investment’s Lend-
ing Branch Manager for 21 years.
Mr. Winegar received his Bach-
elor’s degree from the Evergreen
State College in 1973. In 1974,
he accepted a position with the
predecessor to the Department of
Community and Economic Devel-
opment as a Clerk Typist TIT and
was promoted several times over
the next five years. In addition to his
work as Lending Branch Manager,
he also served as a Loan Officer
for the Department for five years
where his responsibilities included
credit analysis and recommenda-
tions for commercial, multi-family,
residential and consumer loan
requests.

2009 ANNUAL REPORT
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THE STATE"S DEPARTMENT
OF REVENUE-TREASURY
DIVISION (DOR-TREASURY}
FULFILLS ADMINISTRATIVE AND
MANAGEMENT RESPONSIBILITIES
FOR THE BOND BANK.

RATHER THAN EMPLOY STAFF, THE
BOND BANK CONTRACTS IN THE
PRIVATE SECTOR FOR A 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 SUPPGAT.

DEVEN MITCHELL
Executive Direclor, appointed April 7, 1998

Mr. Mitchell also serves as the State Debt Manager and Investment officer
in Department of Revenue-Treasury. Mr. Mitchell has worked for the State
of Alaska Department of Revenue since 1992. He previously held several
positions in Alaskan financial institutions. Mr. Mitchell holds a Bachelor
of Science in Business Administration from Northern Arizona University.

PAMELA GREEN, CPA

Deputy Treasurer, appointed October 15, 2007

M. Green is the Comptroller for the State of Alaska Departient of Revenue,
Treasury Division. Ms. Green started her career as an auditor with Price
Waterhouse. She became partner in the firm PricewaterhouseCoopers,
advising and consulting clients on various disciplines, including securities
litigadon and bankruptey. Prior to joining Treasury, Ms. Green worked
for the Alaska Permanent Fund Corporation. Ms. Green holds a Bachelor
of Science degree in Economics from the Wharton School, University of
Pennsylvania and is a Certfied Public Accountant in the State of Alaska.

FINANCIAL ADVISOR
WESTERN FIMANCIAL GROUR 1LC

Provides loan analysis services,
including recommendations as to
the adequacy of loan applications,
credit worthiness, projected capa-
bility to repay, and the overall effect
a proposed loan will have on the
credit of the Bond Bank. Assists in
preparation of the official statements,
recommends type and timing of bond
sales, negotiates with underwriters
and assists with investment of vari-
ous funds. Also coordinates financial
reviews with bond rating houses
and prepares other general financial
reviews and analyses required by the
Bond Bank.

BOKD COUNSEL
WOHLFORTH JOHNSON BRECHT CARTLEDGE &
BROCKING

Prepares for the authorization, sale,
issuance and delivery of Bond Bank
bonds. Prepares series resolutions,
notices of sale; assists in prepara-
tion of official statements; renders
necessary opinions as required; and
provides other general legal services.

TRUSTEE/PAYING AGERT

P MORGAN TRUST COMPANY

Acts as custodian of the bond pro-
ceeds and supervises the investment
of funds for the purposes specified
in the bond resolutions. The trustee
oversees debt service funds and main-
tenance of certain reserve accounts
required in the contract with the
bondhelders. As paying agent, makes
all necessary interest and principal
payments to the bondholders.

INVESTMENT MANAGER
BOND LOGISTIX

Supervises and controls the invest-
ment of the custodial funds and the
trustee funds. Also provides analyses
of investments, advice on investment
guidelines, and directs the invest-
ment of all funds in accordance
with Bond Bank procedures and
guidelines.

CUSTODIAL BANK

FIRST NATIONAL BANK ALASKA
Acts as the Authority’s bank for pro-
cessing all fund transactions,

ALASKA MUNICIPAL BOND BANK AUTHORITY
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MANAGEMENT’S DISCUSSION AND ANALYSIS

This Management’s Discussion and Analysis (MD&AY} is required by GASB 34, a rule established
by the Governmental Accounting Standards Board. This section is intended to make the finan-
cial statements more understandable to the average reader who is not familiar with tradidonal
accounting terminology.

This financial report has two integral parts: this MD&A and the financial statements with the
accompanying notes that follow. Together, they present the Alaska Municipal Bond Bank Author-
ity’s (“Bond Bank™) financial performance during the fiscal year ended June 30, 2009. Summarized
prior fiscal year information is shown within this MD&A, as needed for comparative purposes.

REQUIRED FINANCIAL STATEMENTS

GASB 34 requires two types of financial statements: the statement of net assets and governmental
fund balance sheet and the statement of activities and governmental fund revenues, expenditures
and changes in fund balances. These statements report financial information about the Bond Bank’s
activities using generally accepted accounting principles.

FINANCIAL HIGHLIGHTS:

During fiscal year 2009 the Bond Bank approved 9 municipal loan applications for projects in 9
communities, resulting in $76.7 million in bonds being issued and funding $72.6 million worth
of loan activity. Bond Bank Bond activity in FY2009 resulted in approximate savings of $6.8 mil-
lion to the borrowing communities. "The activity level and community benefit is comparable to
FY2008 when the Bond Bank issued $98.7 million to fund 9 community projects and provided
savings of $3.4 million to the borrowing communities.

The financial position of the Bond Bank remains strong. All reserves are fully funded and invested.
Fiscal year 2009 investment earnings funded fiscal year 2009 operations and will provide for
$819,843 excess earnings that is appropriated to the Bond Bank. As of June 30, 2009, the Bond
Bank holds approximately $12 million unrestricted reserves, that is to make up shortfalls in years
that investinent earnings are not sufficient to fund operations.

STATEMENT OF NET ASSETS

The statement of net assets reports assets, liabilides and net assets of the Bond Bank.

ASSETS

Assets represent 1) the value of the Bond Bank’s invesunents and investment income receivable
on the financial statement dates, recorded at fair market value, and (2) bond principal and interest
payments receivable from municipalides. The investnents generate income for the Bond Bank to
use to meet reserve requirements and pay operating costs. Flistorically, excess operating account
earnings have been appropriated to the State of Alaska’s (State) general fund each year. House
Bill 81 however, for the fiscal year ending June 30, 2009, appropriated the excess earnings of the
operating account to the Bond Bank’s reserve fund. Interest received on bonds purchased from
municipalides is used to pay the Bond Bank’s corresponding interest payments on the bonds that

it has issued.
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LIABILITIES

Liabilities represent claims against the fund for 1) goods and services provided before the financial
statement date but not yet paid for at that date, and 2) interest and bond payments due to purchasers
of the Bond Bank’s bonds after the financial statement date.

RESTRICTED AND UNRESTRICTED NET ASSETS

Net assets are comprised of two components. The restricted portion reflects monies maintained in
separate trust accounts where their use is limited by applicable bond covenants for repayment of
bonds. The unrestricted portion reflects the accumulated excess of the Authority’ share of earnings
on investments held over those earnings distributed to the State as well as investment income that
has not been realized and therefore is not yet subject to distribution to the State’s general fund.

"The following table shows the value of Bond Bank assets summarized as of June 30, 2009 and

2008 as well as liabilities and net assets.
Change from 2008 to 2009

As of June 30 Increase (Decrease)
2009 2008 Dollars Percent
ASSETS:
Cash and investments $ 67000925 § 61,744,682 $ 5256243 851%
Bonds and bond interest receivable 571.017,973 525,186,003 45831970 8.73%
Total assets 6380183898 586,930,685 51,088,213 8.70%
. LIABILITIES:
Accounts payable and accrued liabilities 1,505,169 1,676,238 (171,069) -1021%
Bonds and bond interest payable 592,790,073 542625282 50,164,791 924%
Due to Primary Government - 458,769 (458,769) -100.00%
Total tiabilities 594,295,242 544,760,289 49534953 3.09%
NET ASSETS:
CTe- Restricted 31673324 30575,766 1,097,558 359%
Unrestricted 12,050,332 11,594,630 455,702 3.93%
Total net assets % 43723856 $ 42170396 $ 1553260 368%

The increase in cash and investments reflects realized and unrealized investment income.

The increase in bonds and bond interest receivable, as well as in bonds and bond interest payable,
reflects the issuance of approximately $76.7 million in new bonds during the year, net of principal
payments on bonds previously issued of almost $27.3 million.

Payments to primary government represent the excess of realized investment income over current
year operating expenses and reserve requirements. The increase reflects higher investment earn-
ings on fixed income marketable securities resulting in current year realized investment income
greater than current year operating expenses. There is excess investment income in the current
year payments 1o primary government.

Restricted net assets represents the original appropriations made by the State of $18,601,414 to
fund the Bond Bank, as well as Bond Bank funds placed into separate accounts in accordance with
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MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

the reserve requirements of each bond indenture. All of the original $18,601,414 appropriated
by the State, was allocated to reserve accounts at June 30, 2009. As directed by HB310, prior
earnings of $855,847 were allocated to reserve accounts from the Custodial Account at June 30,
2008. This was the first time since 1986 that the reserve appropriation has been increased. In
addition, as directed by HB81, $819,843 was appropriated the Custodial Account from the State
at June 20, 3009, This amount was unallocated at June 30, 2009,

Unrestricted net assets represent accumulated earnings en Bond Bank investments, not used to
fund reserves, and unrealized gains that are segregated undl realized. The decrease in unrestricted
net assets is due primarily to the funding of bond issue reserves. The Bond Bank’s investments are
all held in U.S. Government securities.

STATEMENTS OF ACTIVITIES

The statement of activities shows the activity that occurred during each of the last fiscal vears.

Revenues

Revenues include total return on investments and interest payments received from municipalities.
Earnings on investments include interest on fixed income marketable securities and the change in
fair market value of those investments.

Expenses

Expenses include interest payments made to bond holders who purchased the Bond Bank’s bonds,
payments made to the State of Alaska and operating expenses. Operating expenses include all
expenditures required to issue bonds during the current year and include in-house expenses, as
well as external consultant fees. Expenses are subtracted from revenues,

The following is a condensed statement of AMBBA' changes in net assets:

Change from 2008 to 2009

As of June 30 Increase (Decrease)
2009 2008 Doltars Percent
REVENUES:
Interest income on bonds receivable $ 24562340 % 2141733% $ 3145001 1468%
Investment earnings 2995730 3464191 (468461} -1352%
Total income 27558,070 24,881,530 2,676,540 10.76%
EXPENSES:
Interest expense on bonds payable 25449575 22034415 3415160 1550%
Operating expenses 555,235 473802 81433 1719%
Payments to primary government ) 819,843 855,347 (35,504) -4.15%
Total expenses 26824653 23,363564 3461,089 14.81%
Other financing source - transfer from
primary government 819,843 855347 (35,504) -4.15%
CHANGE IN NET ASSETS:; 1,553,260 2373313 (820,053) -34.55%
Net assets, beginning of period 42170396 39,797,083 2373313 5.96%

Net assets, end of period $ 43723656 § 42170396 $ 1553260 - 368%
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Interest income and expense on bonds receivable and payable are a function of the total amount
of bonds outstanding, the age of the bonds and the interest rates at which they are issued. The
increases in both these line items are consistent with the net increase in bond interest receivable
and payable of $45.8 million and $50.2 million, respectively. Net earnings totaled $2.3 million
and $1.5 million, at June 30, 2008 and 2009, respectively.

Investment earnings are a function of market conditions. The Bond Bank uses other assets to
subsidize debt service during times of low investment returns in bond reserve funds.

GOVERNMENTAL FUNDS

The governmental funds include the General Fund, which accounts for the primary operations
of the Bond Bank, and the Debt Service Fund, which accounts for the resources accumulated and
payments made on the long-term debt of the Bond Bank. The primary difference between the
governmental funds balance sheet and the staternent of net assets is the elimination of inter-fund
payables and receivables. Bond proceeds are reported as other financing source in the governmental
funds statement of revenues and expenses and this conwributes to the change in fund balance. In
the statement of net assets, however, issuing debt increases long-term liabilices and does not affect
the statement of activities. Similarly, repayrnent of debt principal is recorded as an expenditure
in the governmental funds statement of revenues and expenses, but reduces the liability in the
staternent of net assets.

The following tables show the changes in governmental funds:.

GENERAL FUND Change from 2008 to 2009
As of June 30 Increase (Decrease)

2009 2008 Dallars Percent
ASSETS:
Cash and Investments $ 7485057 $ 7735502 $  (250445) -3.24%
Accrued interest receivable 46,701 185,802 {139101) -74.87%
Interfund receivable 5284620 5549982 (265,362) -4.78%
Total assets $ 12816378 $ 13471,286 5 (654,508) -4.36%
LIABILITIES:
Accounts payable and accrued liabilities $ 13273 § 158,775 $ (145502 -51.64%
Due to primary government - 458,769 (458,769) -100.00%
Total liabilities 13273 617,544 (604,271) -97.85%
FUND BALANCE
Unreserved 12803105 12,853,742 (50,637) -0.39%
Totat fund balance 12803105 12,853,742 (50,637} -039%

Total liabilities and fund balance $ 12816378 $ 13471286 $ (654,908} -4.86%
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MANAGEMENT'S DISCUSSION AND ANALYSIS, CONTINUED

DEBT SERVICE FUND

ASSETS:

Cash and Investments and related
receivables

Bonds and bond interest receivable

Total assets

LIABILITIES:
Accounts payable and accrued liabilities
Interfund payables

Total liabilities

FUND BALANCE
Resenved

GENERAL FUND

REVENUES
Interest Income

Total income

EXPENDITURES
Operating expenses
Payments to primary government

Total expenses

Excess of revenues over expenditures
Other financing sources (uses) - Transfers
Fund balance, beginning of period

Fund balance, end of period

Change from 2008 to 2009

As of June 30 Increase {Decrease)

2009 2008 Dellars Percent

$ 60374381 $ 54994030  $ 5380351 9.78%
570112759 524,015,351 46,097,408 8.80%

$ 630487140 % 579009381 $ 51,477,759 8.89%
$ 1491896 $ 1517463 $ (25,567} -168%
5284620 5549982 (265,362) -4.78%
6776516 7067445 (290,929) -4.12%
623710624 571,941,936 51,768,688 9.05%

$ 630487140 $ 579009381 $ 51,477,759 889%

Change from 2008 to 2009

As of June 30 Increase (Decrease)
2009 2008 Dollars Percent

$ 330371 § 470,989 $ (140618) -29.86%
330371 470,989 (140,618) -29.86%
555,235 473,802 81433 1719%%
819,843 855347 (35,504) -415%

1,375,078 1,329,149 45929 346%
(1,044,707 (858,160 (186,547) 21.74%
994,070 1,798,184 (804,114) -A472%
12853742 11,913,718 540024 7.89%

$ 12803105 $ 12853742 3 (50637 -03%%
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DEBT SERVICE FUND
Change from 2008 to 2009
As of June 30 Increase (Decrease)
2009 2008 Dollars Percent

REVENUES:
Interest income on bonds receivable $ 24537300 $ 217384343 $ 3152957 14.7%
Investment earnings 2,690,399 3,026,198 (335799) -111%
Total Income 27,227,699 24410541 2817158 11.5%
EXPENDITURES
Interest payments 24,691,322 20970,749 3720573 17.7%
Principal payments 27318462 26,590,000 728,462 274%
Total expenses 52,009,784 47560749 4,449,035 9.35% |
Excess of revenues over expenditures (24,782.085) (23150,208) (1,631,877) 705%
QOther financing sources -

Bond proceeds 76,725,000 99,470,000 (22,745,000) -22.9%

Transfers (174227 (942837) 768,610 -81.5%
Excess of revenues and transfers over

expenditures 51,768688 75376955 (23,608,267) -31.3%
Fund balance, beginning of peiiod 571,941,936 496,564,981 75,376,955 15.2%
Fund balance, end of period $ 623710624 % 571941936 $ 51,768,688 905%

DEBT

At year end the Bond Bank had $587,222,416 of bonds and notes outstanding up 9.2% from
$537,815,878 at June 30, 2008, This debris secured by the assets of the Bond Bank, except for the
Coastal Energy notes payable, see note (5). The outstanding balance is comprised of the following
table of bonds issued for loans and $22.5 million in bonds issued for reserve deposits:

Change from 2003 to 2009
As of lune 30 Increase (Decrease)
2009 2008 Dollars Percent
GO bonds payable $ 516555000 § 463705000 $ 52850,000 1140%
Revenue bonds payable 59,705,000 63,105,000 (3.400,000) -539%
Coastal Energy notes payable 10962416 11,005,878 (43462) -0.39%
$ 587222416 § 537815878 $ 49406538 9.19%

CONTACTING THE BOND BANK’S FINANCIAL AANAGEMENT

This financial report is designed to provide our customers, investors, and creditors with a general
overview of the Bond Bank’s finances and to demonstrate the Bond Bank’s accountability of its

assets. If you have any questions about this report or need additional financial information, contact
the Executive Director of the Bond Bank at (907) 465-3750.
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CERTIFIED PUBLIC ACCOUNTANTS

9309 Glacier Highway, Suite B-200 « Juneau, Alaska 99801
907.789.3178 » FAX 907.789.7128 » www.ermcpa.com

INDEPENDENT AUDITORS’ REPORT

The Board of Directors
Alaska Municipal Bond Bank Authority
Juneau, Alaska

We have audited the accompanying financial statements of the govemmental activities and each
major fund of Alaska Municipal Bond Bank Authority (the Authority), a component unit of the State
of Alaska, as of and for the year ended June 30, 2009, which collectively compris'e the Authority’s
basic financial statements as listed in the table of contents. These financial statements are the re-
sponsibility of the management of the Authority. Our responsibility is to express opinions on these
financial statements based on our audit, '

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Alaska Municipal Bond Bank Authority as of June 30, 2009, and the changes
in financial position for the year then ended in conformity with accounting principles generally ac-
cepted in the United States of America.

The Management’s Discussion and Analysis, on pages 14 through 19, is not a required part of the
basic financial statements but is supplementary information required by accounting principles gen-
erally accepted in the United States of America. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and pre-
sentation of the supplementary information. However, we did not audit the information and express
no opinion on it. The Supplemental Schedule of Statutory Reserve Accounts — Assets, Liabilities
and Account Reserves, on pages 39 and 40, is presented for purposes of additional analysis and is
not a required part of the basic financial statements. The schedule has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated
in all material respects in relation to the basic financial statements taken as whole.

£z ] —

September 29, 2009 ISEIDMAN
ALLIANCE.
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STATEMENT OF NET ASSETS AND
GOVERNMENTAL FUNDS BALANCE SHEETS

For the year ended June 30, 2009

General Debt Service Adjustments Statement of
Fund Fund Total (Note 7} Net Assets
ASSETS
Cash and cash equivalents $ 1340425 9,520,859 10,861,284 - 10861284
Investments, at fair value (note 4) 5689632 50450000 56139641 - 56139641
Accrued interest receivable:
Bonds receivable 3792 5,354,148 5,357,940 - 5357940
Investment securities 42909 403513 446,422 - 446,422
Bends receivable {note 5) 455000 564,758611 565213611 - 565213611
Interfund receivables 5,284,620 - 5,284,620 (5,284,620) -
Total assets $12816378 630487140 643303518 (5284,620) 638018398
LIABILITIES .
Accounts payable $ 13273 - 13273 - 13,273
Deferred revenue - 1,491,896 1,491,896 - 1,491,896
Accrued interest payable ’ - - - 5567657 5567657
Interfund payables - 5284620 5,284,620 (5,284,620) -
Long-term liabilities (notes 5 and 6)
Portion due or payable within one yvear.
General obligation bonds payable - - - 26915000 26915000
Revenue bonds payable - - - 3280000 3280000
Cther long-term debt - - - 2589582 2589582
Portion due or payable after one year:
General obligation bonds payable - - - 489640000 489,640,000
Revenue bonds payable - - - 56425000 56425000
Other long-term debt - - - 8372834 8372834
Total liahilities 13273 6,776516 6,789,789 587505453 594,295242
FUND BALANCES/NET ASSETS
Fund balances:
Reserved 819,843 623710624 624530467 (624530467) -
Unreserved 11,983,262 - 11983262  (11,983262) -
Total fund balances 12803105 623710624 636513729 (636513729) -
Total liabilities and fund balances $ 12816378 630487140 643303518
Net assets:
Restricted for debt service 31673324 31673324
Unrestricted 12050332 12050332
Total net assets $ 43723656 43723656

See accompanying notes to financial statements.
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ALASKA MUNICIPAL BOND BANK AUTHORITY (A Component Unit of the State of Alaska)

STATEMENT OF ACTIVITIES AND GOVERNMENTAL FUNDS STATEMENTS OF REVENUES,
EXPENSES AND CHANGES IN FUND BALANCE/NET ASSETS

For the year ended June 30, 2009

General Debt Service Adjustments Statement of
fund Fund Total (Note 7) Activities
REVENUES
Invesiment earnings $ 252891 2,690,399 2943290 - 2543290
Interest income on bonds receivable 25040 24537300 24,562 340 - 24562340
Other income 52,440 - 52,440 - 52440
Total revenues 330371 27227699 27558070 - 27558070
EXPENDITURES / EXPENSES:
Debt service:
Principal payments - 27318462 27318462  (27318462) -
Interest payments / expense - 24691322 24.691,322 758253 25449575
Payments to Primary Government 819,843 - 816,843 - 819843
Professional services 394,525 - 394,52 - 394525
Personal services 133,832 - 133832 - 133832
Administrative travel 6,537 - 6,537 - 6537
Printing and advertising 16,167 - 16,167 - 16,167
Office expense 4,135 - 4,135 - 4135
Miscellaneous expenses 39 - 39 - 39
Total expenditures / expenses 1,375078 52,009,784 53384862  (26,560,209) 26824653

Excess (deficiency} of revenues
over expenditures / expenses (1,044707)  (24,782085) (25826,792) 26,560,209 733417

Other financing source/uses:

Proceeds of bonds payable - 76725000 76725000  (76,725000) -
Transfers from Primary Government 819,843 - 819,843 - 819,843
Transfers to/from Custodial Fund (1,133,063) 1,133,063 - - -
Transfers - internal activities 1,307,290 (1,307.290) - - -

Total other financing source/use 994070 76550773 77544843 (76,725,000) 819,343

Excess (deficiency) of revenues
and transfers in over expenditures /

expenses and transfers out {50637) 51768688 51,718,051 (50,164,791} 1,553,260

FUND BALANCES / NET ASSETS:
Beginning of the year 12853742 571941936 584795678 (542625282) 42170396
End of the year $ 12803105 623710624 636513729 (592790073} 43,723,656

See accompanying notes to fmancial statements.
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NOTES T0 FINANCIAL STATEMENTS

NOTE] »  HISTORY/REPORTING ENTITY

The Alaska Municipal Bond Bank Authority (Authority or Bond Bank) was created pursuant to
Alaska Statute, Chapter 85, Title 44, as amended, (Act) as a public corporation and instrumental-
ity of the State of Alaska (State), but with a legal existence independent of and separate from the
State. The Authority is a discretely presented compenent unit of the State of Alaska for purposes
of financial reporting.

The Authority was created for the purpose of making funds available to municipalities within the
State to finance capital projects or for other authorized purposes by means of issuance of bonds
by the Authority and use of proceeds from such bonds to purchase from the municipalities their
general obligation and revenue bonds. The Authority commenced operations in August 1975.

The bonds are obligations of the Authority, payable only from revenues or funds of the Authority,
and the State of Alaska is not obligated to pay principal or interest thereon, and neither the faith
and credit nor the taxing power of the State is pledged to the bonds. The municipal bonds and
municipal bond payments, investments thereof and proceeds of such investments, if any, and all
tunds and accounts established by the bond resolution to be held by the Trustee (with the excep-
tion: of the Coastal Energy Loan Debt Service Program, which is administered by the Authority)
are pledged and assigned for the payment of bonds.

The Authority may not issue revenue bonds in excess of $75 million in any fiscal year unless the
State of Alaska Legislature approves a greater amount. Revenue refunding bonds are not included
in the §75 million fiscal year limitation.

AS 44.85.180(c) was enacted in 1975, limiting Bond Bank outstanding bonds at any time to $150
million. This Sratue has been periodically amended to raise the limit. In fiscal year 2009, the
limit is $750 million. Total Bond Bank bonds and notes outstanding as of June 30, 2009 are ap-
proximately $587.2 million. Thus, the limit on additional bond issuance as of June 30, 2009 is
approximately $162.8 million.

NOTE 2 »  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Governmental Accounting Standards Board (GASBY) is the accepted standard-setting body
. for establishing governmental accounting and financial principles. The most significant of the
Authority’s accounting policies are described below.

(8)  GOVERNAENI-WIDE AND FUND FINANCIAL STATEMENTS

The statement of net assets and the statement of activities report information on all of the
activities of the Authority. For the most part, the effect of interfund activity has been removed
from these statements. The balance sheet and statement of revenues, expenditures and changes

in fund balances are provided for governmental funds.




ALASKA MUNICIPAL BOND BANK AUTHORITY {A Component Unit of the State of Alaska)
NOTES 10 FINANCIAL STATEMENIS, CONTINUED

Summary of Significant Accounting Policies, continued

(B}  MEASUREMENT FOCUS, BASIS OF ACCOUNTENG, AND FINANCIAL STATEMENT PRESENTATION

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows.

Governmental fund financial statements are reported using the current financial resources mea-
surement focus and the modified accrual basis of accounting. Revenues are recognized as soon as
they are both measurable and available. Revenues are considered to be available when they
are collectible within the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, the government considers revenues to be available if they
are collected within 180 days of the end of the current fiscal period. Expenditures generally
are recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures are recorded only when payment is due.

The Authority reports the following major governmental funds:

The General Fund is the Authority’s primary operating fund. It accounts for all financial
resources of the Authority, except those required to be accounted for in another fund. The
Authority adopts an annual budget for the operating account only.

The Debt Service Fund accounts for the resources accumulated and payments made for principal
and interest on long-term debt of the Authority. The Authority does not adopt a budget for

the Debt Service Fund because it is not legally required to do so.
The purposes of each of these funds are described in the following paragraphs:

GENERAL FUND

‘The General Fund is comprised of a Custodian Accountand an Operating Account. The
Custodian Account is established to account for appropriadons by the State of Alaska
Legislature available to fund the Special Reserve Accounts. The Operating Account is
established to account for the ordinary operations of the Authority. Moneys are derived
from the following sources: (a) amounts appropriated by the Legislature, (b) fees and
charges collected, (c) income on investments of the Statutory Reserve Account in excess
of required debt service reserves required by bond resolutions and (d) any other moneys
made available for purposes of the General Fund from any other source.

Amounts in the Operating Account may be used to pay (a) administrative expenses of
the Authority, (b) fees and expenses of the Trustee and paying agents, (c) financing costs

. incurred with respect to issuance of bonds and (d) any expenses in carrying out any other
purpose then authorized by the Act. The excess revenues of the Operating Account are
returned to the State of Alaska. The State of Alaska may appropriate the excess revenues
to the Bond Bank Custodian Account to fund Special Reserve Accounts.

DEBT SERVICE FUND

Within the Debt Service Fund, separate Debt Service Programs have been established
for each bond resolution to account for the portion of bond sale proceeds used to pur-
chase obligations of the municipalities and for the payment of interest and principal on

all bonds of the Authority issued under its resolutions. Each program is comprised of an
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“interest account” and a “principal account”, both of which are maintained by a trustee.
The receipts of interest and principal from the municipalides and the Statutory Reserve
Account are deposited in these programs and are used to pay interest and principal on the
Authority bonds. One additional Debt Service Program has been established to account
for transactions not involving bond resolutions. This is the Coastal Energy Loan Debt
Service Program. The Coastal Energy Loan Debt Service Program is not maintained
by a trustee. Payments of interest and principal by municipalities having coastal energy
loans are made directly to the federal government by the municipalities and are accounted
for in the Coastal Energy Loan Debt Service Program,

Each debt service fund program contains a Statutory Reserve Account established to ac-
count for (2) money available to fund debt service reserves required by future bond sales
under various bond resolutions (Custodian Account) and by (b) debrt service reserves
which have already been established under various bond resolutions which are to be
used in the case of deficiency in a Debt Service Program in accordance with its respec-
tive bond resolution (reserve accounts). Separate reserve accounts exist under each bond
resolution as follows:

1976 General Bond Resolution —'The amount on deposit in the reserve account is to be the
greater of the maximum annual debt service requirement or 10% of all municipal loan
obligations outstanding. The reserve account is comprised of an ordinary reserve sub-
account and a special reserve sub-account. The ordinary reserve sub-account is created
as a result of the Authority increasing each bond issue by the amount necessary to fund
up to one-third of the required debt service reserve or with a transfer from the Custodian
Account. The special reserve sub-account is created and funded from the Custodian
Account at an amount equal at least to two-thirds of the required debt service reserve.
Both sub-accounts are maintained by a trustee.

On August 23, 1999, the Authority amended the debt service reserve requirement for the
1976 bond resolution that takes effect when all bonds outstanding as of the date of the
resolution are retired. Under this new requirement, the reserve must be the least of: (i)
10% of the original stated principal amount of all bonds outstanding; (ii) the maximum
annual principal and interest requirements on all bonds then outstanding; (iii) 125% of
the average principal and interest requirements on all bonds then outstanding; or (iv)
such lesser amount as shall be required to maintain the exemption of interest of all bonds
outstanding from inclusion in gross income for federal income tax purposes under the
Internal Revenue Code.

1998 Revenue Bond Resolution — Under this resolution a special reserve account was cre-
ated at an amount equal to the maximum annual debt service of municipal obligatons
outstanding from moneys made available by legislative appropriation residing in the
Custodian Account.

1999 Revenue Bond Resolution — Under this resolution a special reserve account was cre-
ated at an amount equal to the maximum annual debt service of municipal obligations
outstanding from moneys made available by legislative appropriation residing in the

Custodian Account.




ALASKA MUNICIPAL BOND BANK AUTHORITY (A Component Unit of the State of Alaska)

NOTES TO FINANCIAL STATEMENTS, CONTINUED

Summary of Significant Accounting Policies, continued

2000 Revenue Bond Resolution — Under this resolution a special reserve account was cre-
ated at an amount equal to the maximum annual debt service of municipal obligations
outstanding from moneys made available by legislative appropriation residing in the
Custodian Account.

2001 Revenue Bond Resolution — Under this resolution a special reserve account was cre-
ated at an amount equal to the maximum annual debt service of municipal obligations
outstanding from moneys made available by legislative appropriation residing in the
Custodian Account.

2002 A Revenue Bond Resolution — Under this resclution a special reserve account was cre-
ated at an amount equal to the maximum annual debt service of municipal obligations
outstanding from moneys residing in the Custodian Account.

2003 B Revenue Bond Resolution —~ Under this resolution a special reserve account was cre-
ated at an amount equal to the maximum annual debt service of municipal obligations
outstanding from moneys residing in the Custodian Account.

2004 A Revenue Bond Resolution — Under this resolution a special reserve account was cre-
ated at an amount equal to the maximum annual debe service of municipal obligations
outstanding from moneys residing in the Custodian Account.

2004 B Revenue Bond Resolution — Under this resolution a special reserve account was cre-
ated at an amount equal to the maximum annual debt service of municipal obligations

outstanding from moneys residing in the Custodian Account.

2005 General Bond Resolution — The reserve must be the least of: (i) 10% of the initial
prirtcipal amount of each Series of Bonds outstanding; (ii) the maximum annual principal
and interest requirements on all bonds outstanding; (iii} 125% of the average annual debt
service on all bonds then outstanding; or (iv) such lower amount as may be allowed by law.

The reserve account is comprised of an ordinary reserve sub-account and a special reserve
sub-account. The ordinary reserve sub-account is created as a result of the Authority
increasing each bond issue or with a transfer from the Custodian Account. The special
reserve sub-account is created and funded from the Custodian Account. Both sub-
accounts are maintained by a trustee.

Amounts in the Statutory Reserve Account in excess of (a) required debt service reserves,
(b) appropriations by the legislature residing in the Custodian Account, and (c) income
on non-legislature-appropriated funds are transferred to the Operating Account. Income
on non-legislature-appropriated funds, representing excess of revenues over expenditures
of the ordinary reserve accounts and interest earned on the unreserved investment earn-
ings account is accurnulated in the Custodian Account and is available to fund the Special

Reserve account.
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RESTRICTED ASSETS

Certain resources set aside for the repayment of the Avthority’s bonds, net of certain

proceeds from additional bonds issued, are classified as restricted net assets on the state-

(£)

{F

(6)

(H)

NOTE3 »  CAsH

ment of net assets because they are maintained in separate trust accounts and their use is
limited by applicable bond covenants. Cash and cash equivalents and investments include
$31,673,324 of restricted assets. These assets were funded from transfers from the Cus-
todial Account to reserve accounts of Bond Bank equity of $11,396,720 and $19,456,761
of State appropriated equity. All of the original State appropriation of $18,601,414 and
fiscal year 2008 appropriation of $855,347 were allocated to reserve accounts at June 30,
2009. As of June 30, 2009, $819,843 of earnings on the original State appropriation was
available to allocate to reserve accounts from the Custodial Account.

LONG-TERM OBLIGATIONS

In the government-wide financial statements, long-term debt and other long-term obliga-
tions are reported as liabilities in the statement of net assets.

FUND £QUITY

In the fund financial statements, governmental funds report reservations of fund balance
for amounts that are not available for appropriation or are legally restricted by outside
parties for use for a specific purpose. In the government-wide financial statements, re-
strictions of net assets are reported when externally imposed.

INTEREST ARBITRAGE REBATE

Bonds issued and funds segregated into reserves after August 15, 1986 are subject to
Internal Revenue Service income tax regulations which require rebates to the U.S. Gov-
ernment of interest income earned on investments purchased with the proceeds from the
bonds or any applicable reserves in excess of the allowable yield of the issue. Amounts
owed are expensed when paid and refunds are recorded when received.

INCOME IAXES
The Authority is exempt from paying federal and state income taxes.

REFUNDING GAINS/LOSSES
The Authority reports gains or losses recognized from the refunding of bonds in interest
Tevenue or expense.

The Authority considers all highly liquid investments purchased with an original maturity of
three months or less at the date of purchase to be cash equivalents. Cash and cash equivalents at
June 30, 2009 consist of money market accounts held with various financial institutions.

The bank balance of all of the Authority’s cash and cash equivalents are collateralized by securities
held in the Authority’s name by its custodial agent. At June 30, 2009, the amounts recorded in the
Authority’s general ledger equaled its bank balances.
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ALASKA MUNICIPAL BOND BANK AUTHORITY {A Component Unit of the State of Alaska)
NOTES TO FINANCIAL SIATEMENTS, CONIIKUED

NOTE 4 »  INVESTAENTS

The fair value as of June 30, 2009 of the Authority’s investments is $56,139,641. At June 30, 2009
the investments held in the reserve accounts total $50,450,009, and the Custodian account total
$5,689,632.

The fair value of debt security investmnents by contractual maturity as of June 30, 2009 is shown
below. Expected maturities may differ from contractual maturities because borrowers may have
the right to call or prepay obligations with or without penalty.

Investment Maturities (in Years)

Less than 1 1-5 6-10 More than 10 Total
US Treasury securities  § 2688274 36,799,315 485,000 ~ 39972589
U5, Government
agencies securities 1527391 14,639,662 - - 16,167,053
Total investments $ 4215664 51,438,977 485,000 - 56,139,641

(A} INVESTMENT POLICIES

The Authority has distinct investment objectives and policies associated with the Custo-
dian Account, Reserve Funds, and municipal debt payments. The three classes of funds
are listed helow:

1 Custodian Account — The Custodian Account investment portfolio is designed with
the objective of attaining the highest market rate of return subject to the required use
of the Custodian Account for operation, funding transfers to the state, and funding

reserves. When the Custodian Account balance allows, a longer invesunent horizon
is implemented for the Custodian Account, accepting the limited probability of short-
term loss in exchange for higher yield on investments. The Custodian Account balance
must exceed $15 million, and be forecast to exceed $15 million for the subsequent
six-month period, and an analysis of risk profile and historical benefit between the
varying strategies must be undertaken before any shift in the investnent strategy of the
Account. The Custodian Account has to maintain sufficient liquidity to meet operating
requirements, provide the prior fiscal year’s state dividend, and to allow wansfers to
reserves as needed for bond issuance activity. Long-term preservation of principal is
the third objective of the Custodian Account’s investment program. Investments shall
be undertaken in a manner that minimizes the probability of long-term loss.

» The Custodian Account balance is a critical component in determining anticipated
life, ability to diversify, and investment policy in this account. Accordingly, when
the account balance is above $15 million a more aggressive policy will be imple-
mented. When the account balance is below $15 million a more conservative
policy will be used.

» Shifting from one asset allocation to another may be approved by the Investment
Committee when there is a projection of a continued trend in account balance

justifying the shift.

» There are no arbitrage restrictions.
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» When the Custodian Account balance is less than $15 million, the following poli-
cies apply:
* 20% Money Market Fund and 80% government agencies and U.S. Trea-
suries with maturities of less than 5 years.

* Performance benchmark for the 20%: Three month U.S. Treasury Bill.

* Performance benchmark for the 80%: Merrill Lynch 1-5 Government
Index.

» When the Custodian Account balance exceeds and is expected to remain in excess
of $15 million, the following policies apply:

* Greater of 10% or a percentage equal to $750,000 in market value: Money
Market Fund.

* Up to 90%: Broad U.S. Bond Market FFund.

* Performance benchmark for the greater of 10% or the percentage of the
fund invested thatis benchmarked to Money Market Fund: Three-month
U.S. Treasury Bill.

* Performance benchmark for the up to 90%: Lehman Brothers Aggregate
Index.

» The following transactions are prohibited with the Custodian Account unless those
transactions have the prior written consent of the Investment Committee:

¢ Short sale of securitdes (the sale and settlement of a security not currently
owned by the Authority and a formal agreement to borrow the security
to facilitate the settlement of the short sale);

* Purchases of futures, forwards or options for the purpose of speculating
(currency futures, forwards and options are permitted only for hedging
or to facilitate otherwise permissible transactions);

* Borrowing to leverage the return on investments. Extended settlement of
securities purchases executed to facilitate or improve the efficiency of a
transaction will not be considered borrowing, provided that sufficient cash
equivalent securities or receivables are available to facilitate the extended
settlement;

* Purchases of “private placement” or unrated corporate bonds.

1 Bond Reserve Funds - Preservation of principal is the foremost objective of the Bond
Reserve Funds investment program. These funds shall be managed to ensure that the
corpus is preserved. These funds will not be expended undl the final maturity of the
bond issue they secure, unless there is a failure to pay debt service by a community.
As there is limited benefit in maximizing return it is the least important objective of
the Bond Reserve Funds. Itisanticipated that the Reserve Funds cumulative average
return should target the blended arbitrage yield limit of the bond issues secured.
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ALASKA MUNICIPAL BOND BANK AUTHORITY (A Component Unit of the State of Alaska)
NOTES [0 $INANCIAL STATEMENTS, CONTINUED

Investment Policies, continued

» Bond resolutions limit allowed invesunent of these funds. Investment risk should
be examined on an annual basis to ensure that no greater than the minimum level
of risk required to achieve the highest probability of earning the arbitrage yield
limit on the bonds is incurred.

» 100% governmentagencies and U.S. Treasuries with maturides of less than 5 years.
# Performance benchmark is Merrill Lynch 1-5 Government Index.

1 Municipal Debt Payments - Preservation of principal and liquidity are the foremost
objectives of the Municipal Debt Payments investment program, as these funds will
be expended within seven business days of receipt. Return on investment is a benefit
of holding these funds for the advance payment period, but not the focus of investing
the funds. The bond resolutions limit investrnents,

» 100% Money Market Fund.
» Performance benchmark is three-month U.S. Treasury Bill.

It is the policy of the Authority to diversify its investments and to ensure the safety and
liquidity of the investments by observing the following sound investment practices:

I Not more than 5% of the Custodian Account may be invested in the corporate debt
of any ane issuer, at the time of purchase.

1 In the event of a credit downgrade which reduces a security below the required rat-
ing written notification will be made to the Investment Committee setting forth the
particulars of the downgrade and recommending a course of action.

1 Notmore than 50% of the Custodian Account may be invested in corporate securities,
at the dme of purchase.

0 The duradon of the Custodian Account must remain within 80 to 120 percent of the
duration of the Lehman Brothers Aggregate Index.

# Purchases of more than 10% of a corporate bond issue shall not be made.

(B)  CONCENTRATION RISK
Concentration risk is the risk of loss attributed to the magnimde of the Authority’s invest-
ment in a single issuer. Concentration limits are not established in the bond indentures
and governing agreements for pledged invesunents. The Authority’s policies set out maxi-
mum concentration limits for investments managed by the external invesument manager.

(Cy CREDIT RISK
Credit risk is the risk of loss due to the failure of the security or backer. The Authority
mitigates its credit risk by limiring investrnents permitted in the investment policies. The
credit quality ratings of the Authority’s investnents are AAA and Aaa as of June 30, 2009
as described by nationally recognized statistical rating organization Standard and Poor,
and Moody’s, respectively. U.S. "Treasury securities and securities of agencies that are
explicitly guaranteed by the U.S. government total $56,139,641, and are not considered

to have credit oisk.
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(D) CUSTODIAL CREDIT RISK

The Authority assumes levels of custodial credit risk for its deposits with financial institu-
tions, bank investment agreements, and investments. For deposits, custodial credit risk is
the risk that, in the event of a bank failure, the Authority’s deposits may not be returned.
For an investment, custodial credit risk is the risk that, in the event of the failure of the
counterparty, the Authority will not be able to recover the value of the investment or
collateral securities that are in the possession of an outside party. The Authority has not
established 2 formal custodial credit risk policy for its investments.

The Authority had no invesuments registered in the name of a counterparty.
(E)  INTEREST RATE RISK

Interest rate risk is the risk that the market value of investments will decline as a result of
changes in general interest rates. For non-pledged investments, the Authority mitigates
interest rate risk by structuring its investment’s maturities to meet cash requirements,
thereby avoiding the need to sell securities in the open market prior to maturity. For
investments held in trust, investment maturites are structured to meet cash requirements
as outlined in its bond indentures and contractual and statutory agreements.

(F)  MODIFIED DURATION

Modified duration estimates the sensitivity of an investment to interest rate changes. The
following table shows the Authority’s investments with their weighted average modified
_duration as of June 30, 2009 by investment type:

INVESTMENT FAIR VALUE MODIFIED DURATION
US. Treasury securities $ 39972589 348
LS. Government agencies securities 16,167,053 319
Total Portfolio $ 56139641 334

The Authority’s investment policies require the duration of the Custodian Account must
remain within 80 to 120 percent of the duration of the prevailing performance benchmark.
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ALASKA MUNICIPAL BOND BANK AUTHORITY (A Component Unit of the State of Alaska)

BOND AND NOTES RECEIVABLE

Bonds and notes receivable by debt service program at June 30, 2009 mature in varying annual

installments as follows:

1998A 1998B 19994 20008
Year ending 1976 2005 Ketchikan Homer Inter-Island Ferry Seward
June 30 General General Revenue Revenue Revenue Revenue
2010 $ 18865000 8,044,195 785,000 185,000 90,000 125,000
2011 19,728,000 9,115,000 §20,000 - - 135,000
2012 18,565,000 10,550,600 855,000 - - 146,000
2013 16,750,000 11,135,000 895,000 - - -
2014 15,740,000 11,665,600 - - - -
2015-2019 72,064,000 57,925,000 - - - -
2020-2024 53,720,000 58,990,000 - - - -
2025-2029 7,665,000 60,850,000 - - - -
2030-2034 - 32,945,000 - - - -
2035 and after - 9,775,000 - - - -
$ 223097000 270994195 3,355,000 185,000 90,000 400,600
2001A 20018 2002A 20038 2004A
Year ending Ketchikan Ketchikan Ketchikan Valdez CBI
Jure 30 Revenue Revenue Revenue Revenue Revenue
2010 $ 95,000 140,000 520,000 680,000 555,000
2011 100,000 150,000 540,000 865,000 575,000
2012 105,000 155,000 560,000 935,000 595,000
2013 116,000 165,000 585,000 1,000,600 620,000
2014 115,000 175,000 610,000 1,070,000 650,000
2015-2019 680,000 1,000,000 635,000 6,290,000 3,705,000
2020-2024 - - - 6,140,000 4,735,000
2025-2029 - - - - 6,145,600
2030-2034 - - - - 7.8590,600
2035 and after - - - - 1,825,000
$ 1,205,000 1,785,000 3450000 16,980,000 27,295,000

20048 Coastal

Year ending Anchorage Energy Total
June 30 Revenue Loan Principal
2010 $ 105,000 2589582 327787177
2011 110,000 543,247 32,681,247
2012 115,000 547061 33122061
2013 120,000 551,032 31,931,032
2014 125,000 555,165 30,705,165
2015-2019 700,000 2269862 145298869
2020-2024 865,000 725,848 125175848
2025-2029 1,090,000 886,976 76,636,976
2030-2034 1,405,000 1083872 43323872
2035 and after 325,000 1,179,764 13,104,764

$ 4960000 10962416 564758611
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THE BOND BANK An flea That |nforks
NOTES 10 FINANCIAL SIATEAENTS, CONTINUED

The General Fund includes $455,000 of 5% bonds receivable due from the City of Yakutat that
mature through 2013.

Under the Coastal Energy Loan Program (Program), the Authority issued $5,000,000 1986 Series
A Coastal Energy Bonds (Bonds) payable to the Nadonal Oceanic and Atmospheric Administraton
(INOAA). The proceeds of these bonds were used to purchase port revenue bonds from the City
of Nome. The City of Nome entered into a tripartite agreement with NOAA and the Authority
effectve August 2, 1994 to defer payment of the principal and accrual of interest for ten years.
Effective January 29, 2009 a second amendment to the tripartite agreement was executed. The
amendment authorized the issuance of 2009A Bonds for the purpose of refunding by exchange
the outstanding City of Notne, Alaska, Port Revenue Bond 1986 Series A. The related loan pay-
able does not represent a general obligation of the Authority as it is payable only from proceeds
received from the City of Nome.

Also under the Program, the Authority issued $6,563,000 1987 Series A Coastal Energy Bonds
payable to NOAA. The proceeds of these bonds were used to purchase port revenue bonds from
the City of St. Paul. The City of St. Paul entered into a tripartite agreement with NOAA and
the Authority effective December 14, 2000 to modify and amend the repayment terms including
principal and interest. On April 18, 2005, the City of St. Paul asked for NOAAS% recommendation
for loan forgiveness which was denied on January 24, 2006. Subsequently, on March 17, 2009,
NOAA issued another determination on request for recommendation of CEIP loan forgiveness but
a final agreement has not been reached between the City of St. Paul and NOAA as of June 30, 2009.

The related loan payables do not represent a general obligation of the Authority as they are pay-
able only from proceeds received from the City of Nome and St. Paul, respectively. Payment of
principal and interest on the Bond Bank’s Coastal Energy Bond is not secured by a pledge of any
amounts held by or payable to the Bond Bank under the General Bond Resclution, including the
Reserve Account, and is not in any way a debt or liability of the Bond Bank. The Coastal Energy
Bonds and related accounts are included in the Bond Bank’s statutory limit for total bonds out-
standing and therefore included in the Bond Bank’ financial statements.




ALASKA MUNICIPAL BOND BANK AUTHORITY {A Component Unit of the State of Alaska)

NOTE &6 >  LONG TERM LIABILITIES

Debt Service Account Statutory Reserve Account
ISSUE Interest Principal Interest Prindipal
Rate Outstanding Rate Outstanding
1976 General Bond Resclution Program:
1998 Series A 4.625%-6% 405,000
Aleutians East, City of
1998 Series B - Cordova, City of 4%-4.75% 270,000 - -
2000 Series A 55%-5875% 630,000 - -
Fairbanks, City of
Cordova, City of
2000 Series B: 48%-5% 1,045,000 - -
Kaktovik, City of
Sitka, City of
Unalaska, City of
2000 Series C - Northwest Arctic Borough 453%-575% 3.005,000 - -
2000 Seriies D - Petersburg 465% - 5.70% 165,000 - -
2000 Series E 475%-5.375% 3,372,000 5.00%-5375% 423000
Kenai
Kediak Island Berough
Lake and Peninsula
Wrangell
Nome
2000 Series F - Kodiak kland Borough 6.9%-9% 310,000 - -
2001 Series A - Northwest Arctic Borough 44%-5% 5,805,000 - -
2001 Series B - Aleutians East Borough 3875%-4.75% 2,635,000 3875%-4.75% 285,000
2002 Series A - Wasilla, City of 2.5%-45% 5970,000 250%-4.50% 755,000
2002 Series B 3875%-4.80% 8,735,000 3875%-4.50% 525000
City of Wrangell
Northwest Arctic Borough
2003 Series A - Ketchikan Gateway Borough 370%-4 80% 7015000 460% 305,000
2003 Series C 200%-3625% 3485000 200%-3625% 210000
Kenai Peninsula Beraugh
Lake & Peninsufa Borough
2003 Series D - Kenai 4.90%-6.00% 11,250,000 4.50%- 6.00% 365000
20013 Series E 200%-525% 1775000 - -
Aleutians East Borough
Kenai Peninsula Baraugh
2003 Series F - Seward 200%-35% 430,000 - -
2003 Series G - NW Arctic Borough 200%-5.00% 19,345,000 - -
2004 A Series 300%-4.40% 13,715,000 - -
Fairbanks
Sitka
2004 B Series 200%-4.00% 12385000 2.00%-4.00% 225,000
Nome
Valdez
Petersburg
Craig
Seward
2004 C Series 4.00%-5.00% 12145000 - -
Kodiak Island Borough
Palrer
Petershurg
2004 D Series 300%-5.00% 10,910,000 - -
Adak
Kodiak Island Barough
2005 A Series 250%-5.00% 29,940,000 2.75%-5.00% 1,440,000
Cordova
Fairbanks
Ketchikan Gateway Borough
Norlhwest Arctic Borough
Sitka

Unalaska




THE BOND BANK An flea That |nforks

NOTES TO FINANCIAL SIATEMENTS, CONTINUED

Long Term Liabilities, continued
Debt Service Account Statutory Reserve Account

ISSUE Interest Principal Interest Principal
Rate Qutstanding Rate QOutstanding

2005 B Series ’ 300%-5.00% 20,735,000 5.00% 465,000
Haines
Ketchikan Gateway Borough
North Pole, City of
Paimer
Sitka
2005 C Series 4.00%-5.00% 26,805,000 500% 2,185,000
Haines
Petersburg
Northwest Arctic Borough
2006 A Series 400%-4.35% 14,815000 4.00% 950,000
Aleutians East Borough
Keichikan Gateway Borough
Lake & Peninsula Borough
Nome
Wrangell - - @
Total 1976 Generat Bond Resolution Fund 223,097,000 8,133,000

2005 Series General Bond Resolution Program:
2005 - One Series 3.00%-5.00% 15,000,600 300%-500% 350,000
Ketchikan, City of
Nome
Seward
2006 - One Series 4.00%-6.00% 6,330,000 4.50%-6.00% 390,000
Kenai Peninsuta Borough
Seward
2006 - Two Series - Ketchikan, City of 425%-4.75% 37,220,000 5% 1765000
2007- One Series 400%-550% 24,885,000 400%-5.50% 1,290,000
Kenai Peninsula Borough
Inter-Isiand Ferry Authority
Nome, City of
NW Arctic Bosough
Petersburg
Seward, City of
Sitka, City pf
Wasilla, City of
2007 - Two Series 375%-500% 24,025,000 450% 685000
Kenai Peninsula Borough
Aleutians East Borough
2007 - Three Series 4.25%-550% 14,040,000 400% 415,000
Bethel, City of
Juneau, City and Borough of
2007 - Four Series - Kenai Peninsula Borough 4.25%-5.00% 14,090,000 4.25%-4.50% 1,070,000
2007 - Five Series - Kodiak, City of 4.00%-6.00% 6,000,000 .
2008 - Ore Series 4.00%-5.00% 57.25G,000 500% 4,250,000
Dillingham
Kodiak island Berough
Kodiak, City of
Seward
2008 - Two Series. 4.40%-6% 17,685,000 4.75%-6.00% 1560,000
Seward
Sitka, City of
Skagway
2009 - One Series 30%-5625 26,000,000 4.00%-550 % 730,000
Kodiak, City of
Unalaska, City of
2009 - Two Seres 4.0%-6.00% 28469135 40%-600% 1825805
Cordova
Nome, City of
Unalaska, City of
Kodiak Island Barough

Total 2005 Seres General Bond Resolution Fund 270994,195 14,330,805




ALASKA MUNICIPAL BOND BANK AUTHORITY (A Component Unit of the State of Alaska)

Long Term Liabilities, confinued

Debt Senvice Account Statuatory Reserve Account
ISSUE Interest Principal Interest Principal
Rate Outstanding Rate Outstanding

1998A Ketchikan Revenue Bond Resolution Program 1%-4.7% 3355000 - -
19988 Homer Revensyse Bond Resolution Program 4%-4.5% 185,000 - -

19994 Inter-Island Ferry Revenue Bond
Resolution Program 5125%-59% 90,000 - -
20008 Seward Revenue Bond Resolution Program 435%-55% 400,000 - -
2001A Ketchikan Revenue Bond Resolutien Program 45%-4.9% 1,205,600 - -
2001B Ketchikan Revenue Bond Resolution Program 45%-49% 1,785,000 - -
2002A Ketchikan Rewenue Bond Public Utiliies 1.00%-5.00% 3450000 - -
2003B Valdez, City of Bond Resolution Program 275%5.25% 16,980,000 - -
20044 Juneau, City & Barough of Bond Resolution Program 6 25%-4375% 27,295,000 - -
2004B Anchorage Bond Resolution Program 4.00%-4.75% 4,960,000 - -
Total Revenue Bonds 59,705,000 -

Coastal Energy Reserve Loan Account.

City of Nome Port Facility Revenue Bond 850% 4956,538 - -
City of Saint Paul - Fuel Dock 3% 6,005,878 - -
Total Coastal Energy Reserve Loan Account __ 10962416 -
$ 564758611 $ 22463805

During the year ended June 30, 2009 the Authority’s long-term liahilities changed as follows:

Beginning of year New debt Repayments End of year
General obligation bonds payable 3 463,705,000 76,725,000 23,875,000 516,555,000
Revenue bonds payable 63,105,000 - 3,400.000 59,705,000
Gther long-term debt 11,005,878 - 43462 10962416
Jotal $ 537,815878 76,725,000 27318462 587222416

General obligation bonds are secured by bonds receivable and by amounts in the ordinary reserve
account. The Act further provides that if a municipality defaults on its principal and/or interest
payments, upon written notice by the Authority, the State of Alaska must pay to the Authority
all funds due from the defaulting municipality from the State in an amount sufficient to clear the
default.

If the Alaska Municipal Bond Bank Authority must draw on the Alaska municipal bond bank au-
thority reserve fund (AS 44.85.270), 2005 General Bond Resoluton Reserve, because of a default

by a borrower, an amount equal to the amount drawn from the reserve is appropriated from the
State of Alaska General Fund to the Authority reserve fund (AS 44.85.270).

Loans made under the Coastal Energy Loan Program are payable only from proceeds received
from the municipalities to which the loans were made.
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The above bonds mature in varying annual installments. The maturities at June 30, 2009 are as

follows:
- 1976~ -2005- 1993A 19988
Year ending Ketchikan Homer
June 30 General Reserve General Reserve Revenue Revenue
2010 $ 18865000 5,000 8,044,195 805 785,000 185,000
2011 19,728000 377,000 5115000 - 820,000 -
2012 18,565,000 1,225,000 10550000 80,000 855,000 -
2013 16,750,000 435000 11135000 1,350,000 895,000 -
2014 15,740,000 5000  11,665000 595,000 - -
2015-2019 72,064,000 3996000 57925000 4,365,000 - -
2020-2024 53,720,000 2090000 58990000 2,745,000 - -
2025-2029 7,665,000 - 60,850,000 3,430,000 - -
2030-2034 - - 32945000 - - -
2035 and after ) - - 9,775,000 1,765,000 - -
$ 223,097,000 8133000 270,994,195 14,330,805 3,355,000 185,000
1999A 20008 2001A 2001B 2002A 20038
Year ending Inter-Island Ferry Seward Ketchikan Ketchikan Ketchikan Valdez
June 30 Revenue R Revenu Revenue Revenue Revenue
2010 $ 90,000 125,000 95,000 140,000 520,000 680000
2011 - 135,000 100,000 150,000 540,000 865,000
2012 - 140,000 105,000 155,000 560,000 935,000
2013 - - 110,000 165000 585,000 1,000,000
2014 - - 115,000 175,000 610,000 1,670,000
2015-2019 - - 680,000 1,600,000 635,000 6,290,000
2020-2024 - - - - - 6,140,000
2025-2029 - - - - - -
2030-2034 - - - - - -
2035 and after - - - - - -
$ 90,000 400,000 1205000 1,785,000 3,450,000 16,980,000
2004A 2004B Coastal
Year ending CBIJ Anchorage Energy Total Total
fune 30 R R Loan Principal Interest
2010 $ 555,000 105,000 2,589,582 32,784,582 26,329,788
2011 575,000 110,000 543247 33058247 25331,154
2012 595,000 115,000 547,061 34427061 23913430
2013 : 620,000 120,000 551,032 33,716,032 22532076
2014 650,000 125,000 555,165 31,305,165 21,011,964
2015-2019 3,705,000 700,000 2299869  153,659.869 84,360,952
2020-2024 4,735,000 865,000 725848 130010848 50,932,089
2025-2029 6,145,000 1,090,000 886,976 80,066,976 25113463
2030-2034 7,890,000 1,405,000 1,083,872 43323872 9,687,681
2035 and after 1,825,000 325,000 1,179,764 14,869,764 1,204,840

$ 27295000 4960000 10962416 587222416 290417437
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NOTE7 >

NOTE 8 »

NOTE 9 »

ALASKA MUNICIPAL BOND BANK AUTHORITY (A Component Unit of the State of Alaska}

ADJUSTAENTS

Certain adjustments are considered to be necessary to the governmental funds in order to present
the Authority’s financial position and the results of its operations. These adjustments include the
elimination of inter-fund payables and receivables. Additdonally, 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 statement of net assets.

COMMITMENTS

"The amount of Authority receipts determined under AS 44.85.270(h) available for transfer by the
Authority for fiscal year 2009 were appropriated to the Bond Bank Authority Reserve Fund (AS
44.85.270(a)) in the amount of $819,843, increasing the cumulative state appropriated amount to
$20,276,604 at June 30, 2009. The entire Custodian Account balance is available for appropria-
tion, at any dme, by the State Legislature.

SUBSEQUENT EVENTS

The Bond bank has approved loans to the communities of the City and Borough of Juneau in the
amount of $12,758,000 and the Kenai Peninsula Borough in the amount of $4,960,000. Each of
these loans is supported by a general obligation pledge of the community. The Authority bonds
are scheduled to be issued in September 2009 and the loan should close in October 2009.

In addition the Bond Bank has issued a direct loan to the City of Galena on July 1, 2009 in the
amount of $1,150,000.
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SUPPLEMENTAL SCHEDULE OF STATUTORY RESERVE ACCOUNTS — ASSETS, LIABILITIES AND ACCOUNT RESERVES
For the year ended !une 30, 2009

2005 Series
1976 General 1976 General Obligation 2005 Serles
“Ordinary” “Speciat™ Interest Resolution
ASSETS
Cash $ 50578 247303 572976 147,023
Accrued interest receivable 79,091 166,679 - 157,743
Marketable securities 10021674 20479977 - 19,948 358
Interaccount receivables - 3280516 - -
10151343 24174475 572976 20253124
LIABILITIES
Interaccount payables 2032991 5121984 572976 704,551
Bond payable 8133000 - - 14,330,805
Accrued interest payable 100,443 - - 113,066
10,266,434 5121,984 572976 15148422
RESERVES
Special Reserve - State Appropriated - 15663302 - 1,574,096
Special Reserve - Unappropriated - 3243578 - 3530398
Special Reserve - Unrealized gain (loss) - 145611 - 208
Ordinary Reserve - Unallocated (236,726) - - -
Ordinary Reserve - Unrealized gain (loss} 121,635 - - -
(115091) 19052491 - 5104,702
$ 10151343 24174475 572976 20253124
2005 Series 1998A 19988 1999A
Investment Ketchikan Homer Inter-Island
ASSETS
Cash $ 177,714 1326471 251,900 97,200
Accrued interest receivable - - - -
Marketable securities - - - -
Interaccount receivables 987,312 11,750 - -
1,165,026 1338221 251,900 97.200
LIABILITIES
Interaccount payables 1,165,026 - 504 2788
Bend payable - - - -
Accrued interest payable ) - - - -
1,165026 - 504 2788
RESERVES
Special Reserve - State Appropriated - 1,341,299 251,396 94412
Special Reserve - Unappropriated - - - -
Special Reserve - Unrealized gain {loss) - (3,078) - -
Ordinary Reserve - Unallocated - - - -
Ordinary Reserve - Unrealized gain (loss) - - - -
- 1338221 251,396 04412

$ 1,165026 1338221 251,900 97,200
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ALASKA MUNICIPAL BOND BANK AUTHORITY (A Component Unit of the State of Alaska)

SUPPLEMENTAL SCHEDULE OF STATUTORY RESERVE ACCOUNTS — ASSETS, LIABILITIES AND ACCOUNT RESERVES
For the year ended June 30, 2009

20008 2001A 20018 20024
Seward Ketchikan Ketchikan Ketchikan
ASSETS
Cash $ 149469 154,707 229918 625130
Accrued interest receivabte - - - -
Marketable securities - - - -
Interaccount receivables 7,760 - - -
157,229 154,707 229918 625130
LIABILITIES
Interaccount payables - 32 48 130
Bond payable - - - -
Accrued interest payable - - - -
- 32 48 130
RESERVES
Special Reserve - State Appropriated 147711 154,675 229,870 -
Special Reserve - Unappropriated - - - 625,000
Special Reserve - Unrealized gain (loss) 9518 - - -
Ordinary Reserve - Unallocated - - - -
Ordinary Reserve - Unrealized gain (loss) - - - -
157229 154,675 229870 625,000
$ 157229 154,707 220918 625,130
20038 2004A 20048
Valdez CBJ Anchorage Total
ASSETS
Cash $ 1780433 1,876,140 342,004 8,028,966
Accrued interest receivable - - - 403513
Marketable securities - ~ - 50,450,009
Interaccount receivables 29306 - - 4,316,644
1,809,739 1,876,140 342004 63199132
LIABILITIES
Interaccount payables - 240 - 9,601,270
Bond payable - - - 22,463,805
Accrued interest payable - - - 213509
- 240 - 32278584
RESERVES
Special Reserve - Stale Appropriated - - - 19456761
Special Reserve - Unappiopriated 1,780,063 1875750 341931 11,396,720
Special Reserve - Unrealized gain (loss) 29676 150 73 182,158
Ordinary Reserve - Unallocated - - - (236,726)
Ordinary Reserve - Unrealized gain {loss) - - - 121,635
1,809,739 1,875,900 342,004 30920548
$ 1809739 1,876,140 342,004 63,199,132

See Independent Auditors’ Report
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ALASKA
‘ MUNICIPAL
LEAGUE 217 Second Street, Suite 200 - Juneau, Alaska 29801

Tel (907) 586-1325 « Fax (907) 463-5480 - www.akml.org

March 3, 2010

TO: Senate Finance
RE: Alaska Municipal League Support for SB 269 and HB 338.

As the ARRA created differing finance options for communities across the U.S. to include Recovery
Zone Facility Bonds (RZFB) and Recovery Zone Economic Development Bonds (RZEDB),
communities are now able to offer businesses in distressed areas tax-exempt funding for capital
projects. The amounts of bonds available to Alaska are $135 million for RZFB, and $90 million for
RZEDB.

Recovery zones are created by resolution and bonds from that area must be issued no later than
January 1, 2011 or the funds go back to the federal government.

As bond allocations were based on relative declines in employment in 2008, Anchorage and the Mat-
Su Borough received no allocation. Large allocations, however, were given to more than a few
census areas in Alaska, such as the Wade Hampton area. Census areas, however, do not have
bonding authority. That leaves municipalities such as Bethel and the surrounding communities,
unable to utilize the allocation.

SB 269 and HB 338 will allow communities within the state to effectively receive and utilize bonds by
providing the Alaska Municipal Bond Bank (AMBB) and the Alaska Industrial Development and Export
Authority (AIDEA), the ability to reallocate these funds to communities that can utilize them. It would
be a shame to see these allocations lapse, when they could be otherwise put to such good use.

Some communities which received allocations may not have enough allocation or not have viable
projects; while other communities may have many projects, but receive no allocation.

In summary, this bill would allow boroughs to waive all or part of their allocation. 1t would allow the
waiver of unused allocations to be provided by June 30, 2010. It would lapse all waived RSFBs to
AIDEA and all waived RZEDBs to AMBB. It would allow the AMBB and AIDEA to designate
Recovery Zones and then, reallocate funds. It would provide for the adoption of regulations to the
AMBB and AIDEA to use or to reallocate. It would, also, prioritize the reallocation of Recovery Zone
Bonds to projects within a borough or census area that had already received an allocation.

We would highly recommend passing these two worthwhile bills.

Sincerely,

\%ﬂ\xﬂ Lo oS ﬂ;b—ﬁ

Kathie Wasserman
Executive Director
Alaska Municipal League

Member of the National League of Cities and the National Association of Counties
1060




ALASKA
MUNICIPAL
LEAGUE 217 Second Street, Suite 200 - Juneau, Alaska 99801

Tel (907) 586-1325 - Fax (907) 463-5480 - www.akml.org

Alaska Conference of Mavors

March 3, 2010
-TO: Senate Finance
RE: Alaska Municipal League Support for SB 269 and HB 338.

As the ARRA created differing finance options for communities across the U.S. to include Recovery
Zone Facility Bonds (RZFB)} and Recovery Zone Economic Development Bonds (RZEDB),
communities are now able to offer businesses in distressed areas tax-exempt funding for capital
projects. The amounts of bonds available to Alaska are $135 miltion for RZFB, and $90 million for
RZEDB.

Recovery zones are created by resolution and bonds from that area must be issued no later than
January 1, 2011 or the funds go back to the federal government.

As bond allocations were based on relative declines in employment in 2008, Anchorage and the Mat-
Su Borough received no allocation. Large allocations, however, were given to more than a few
census areas in Alaska, such as the Wade Hampton area. Census areas, however, do not have
bonding authority. That leaves municipalities such as Bethel and the surrounding communities,
unable to utilize the allocation.

SB 269 and HB 338 will allow communities within the state to effectively receive and utilize bonds by
providing the Alaska Municipal Bond Bank (AMBB) and the Alaska Industrial Development and Export
Authority (AIDEA), the ability to reallocate these funds to communities that can utilize them. It would
be a shame to see these allocations lapse, when they could be otherwise put to such good use.

Some communities which received allocations may not have enough allocation or not have viable
projects; while other communities may have many projects, but receive no allocation.

In summary, this bill would allow boroughs to waive all or part of their allocation. It would allow the
waiver of unused allocations to be provided by June 30, 2010. It would lapse all waived RSFBs to
AIDEA and all waived RZEDBs to AMBB. It would allow the AMBB and AIDEA to designate
Recovery Zones and then, reallocate funds. It would provide for the adoption of regulations to the
AMBB and AIDEA to use or to reallocate. It would, also, prioritize the reallocation of Recovery Zone
Bonds to projects within a borough or census area that had already received an allocation.

We would highly recommend passing these two worthwhile bills.

Sincerely,

\%ﬁc}r\x‘a LD om ST O

Kathie Wasserman
Executive Director
Alaska Municipal League

Member of the National League of Cities and the National Association of Counties
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