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FISCAL NOTE
S T A T E  OF A LA SKA
2014 L E G IS L A T IV E  SESSION

Identifier (file name) SB218-UA-SYSBRA-4-09-14
Title Alaska Municipal Bond Bank Authority

Sponsor
Requester

Expenditures/Revenues

Senate Finance
Senate Finance

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

Bill Version
Fiscal Note Number
() Publish Date

SB218

University of AlaskaDept. Affected______
_ Appropriation ______
_ Allocation Budget Reductions/Additions-Systemwide

University of Alaska

OMB Component Number 1296

(Thousands of Dollars)

FY15
Appropriation

Requested

Included in 
Governor's 

FY15 Request

Out-Year Cost Estimates

OPERATING EXPENDITURES FY15 FY15 FY16 FY17 FY18 FY19 FY20
Personal Services 
T  ravel 
Services 
Commodities 
Capital Outlay 
Grants, Benefits 
Miscellaneous 7,000.0 7,000.0 7,000.0 7,000.0 7,000.0 7,000.0

TOTAL OPERATING 7,000.0 0.0 7,000.0 7,000.0 7,000.0 7,000.0 7,000.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 7,000.0 7,000.0 7,000.0 7,000.0 7,000.0 7,000.0
1048 Univ Rcpt (DGF)
1007 I/A Rcpts (Other)
1156 Rcpt Svcs (DGF)

7,000.0 0.0 7,000.0 7,000.0 7,000.0 7,000.0 7,000.0

POSITIONS
Full-time
Part-time
Temporary

[CHANGE IN REVENUES |f

Estimated SUPPLEMENTAL (FY14) operating costs   (separate supplemental appropriation required)
(discuss reasons and fund source(s) in analysis section)

Estimated CAPITAL (FY15) costs   (separate capital appropriation required)
(discuss reasons and fund source(s) in analysis section)

ASSOCIATED REGULATIONS
Does the bill direct, or will the bill result in, regulation changes adopted by your agency?
If yes, by what date are the regulations to be adopted, amended, or repealed? _ Discuss details in analysis section.

Why this fiscal note differs from previous version (if initial version, please note as such)________________________________
Initial version

Prepared by Michelle Rizk________________________________________________________________  Phone 907-450-8187
Division University o f Alaska  Date/Time 4/9/2014 12:30pm

Approved by Michelle Rizk________________________________________________________________  Date 4/9/2014__________
Division University of Alaska__________________________________________________________

(Revised 8(16/2013 OMB) Page 1 of 2



FISC AL NOTE AN A LY SIS

Analysis

STATE O F  A L A S K A  B IL L  NO. SB218
2014 L E G IS L A T IV E  SESSION

This bill provides authorization of debt for UA for the UAF heat and power plant boilers and plant construction and will 
result in debt service payments annually by UA to repay bonds issued by the Alaska Municipal Bond Bank Authority.

The debt service amount assumes 5%, 20 years, with semi-annual payments. If debt is not issued 
in FY15, the debt service operating increment will be used toward future debt service.

Absent an operating budget increment to cover debt service payment costs, UA could not make required bond payments 
authorized under SB218.

(Revised 8/16/2013 OMB) Page 2 of 2



State of Alaska
2014 Legislative Session

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

SB 218

Identifier: SB218-DOR-AMBBA-04-03-14
Title: AK M UNICIPAL BOND BANK AU TH O RITY
Sponsor: FINANCE
Requester: Senate Finace Committee

Expenditures/Revenues

Department: Department of Revenue

Appropriation: Alaska Municipal Bond Bank Authority 
Allocation: AMBBA Operations
OMB Component Number: 108

FY2015
Appropriation

Requested

Included in 
Governor's 

FY2015 
Request

Out-Year Cost Estimates

O PER A TIN G  EXPENDITURES FY 2015 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020
Personal Services 
T  ravel 
Se rv ices 
Commodities 
Capital Outlay 
Grants & Benefits 
M iscellaneous

2.0 4.0 6.0 8.0 10.0

Total Operating 0.0 0.0 2.0 4.0 6.0 8.0 10.0

Fun d  Source (Operating Only
1104 AM BB Rcpts 2.0 4.0 6.0 8.0 10.0
Total 0.0 0.0 2.0 4.0 6.0 8.0 10.0

Positions
Full-time
Part-time
Tem porary

| Change in Revenues I I I I I I

Estim ated SUPPLEM ENTAL (FY2014) cost: 0.0 (separate supplemental appropriation required)
(d iscu ss reasons and fund source(s) in analysis section)

Estim ated CAPITAL (FY2015) cost: 0.0 (separate capital appropriation required)
(d iscu ss reasons and fund source(s) in analysis section)

A SSO C IA T ED  REGULATIONS
D o e s the bill direct, or will the bill result in, regulation changes adopted by your agency? No
If yes, by what date are the regulations to be adopted, amended or repealed?

W hy this fiscal note differs from previous version:________________________________________________
| T h is  version corrects the OMB component number.

P repared  By: 
Division- 
Approved By: 
A ge n cy :

Pam Leary, Director
Treasury
Angela Rodell, Com m issioner

Phone: (907)465-3751
Date: 04/03/2014 11:30 AM

’ Date: 04/03/14
Department of Revenue

Printed 4/4/2014 Page 1



FISCAL NOTE ANALYSIS

A n a ly s is

S TA T E  OF A LAS K A  B IL L  NO. SB218
2014 LE G IS LA T IV E  SESSION

The b ill has th re e  p rim a ry  com ponen ts  com prised  o f increasing th e  bond ing  lim it o f the Bond Bank by $500 m illion , 
a llo w in g  the  Bond Bank to  m ake loans o f  up to  $150 m illion  to  the  U n ive rs ity  fo r  heating o r energy pro jects, and a llow ing 
any earn ings o f th e  Bond Bank to  be re ta in e d  by the Bond Bank. The fiscal im pact included in th is  no te  are due to  the 
p o te n tia l increased tru s te e  and paying agent costs fro m  a la rger bond p o rtfo lio  in th e  fo recast period.

The Bill increases th e  Bond Bank's b o rro w in g  lim it from  $1 b illion  to  $1.5 b illion . Follow ing th e  last Bond Bank bond sale 
th e re  was $908 m illio n  o f bonds ou ts tand ing , leaving a rem a in ing  a u th o r ity  o f $92 m illion  fo r  add itiona l co m m u n ity  loans. 
C u rre n t app lica tions o f th e  Bond Bank exceed $80 m illion  and it  is an tic ipa ted  th a t th e  $1 b illion  cap w o u ld  be reached in 
th e  n e x t 12-18 m onths. The increased cap w ill a llow  th e  Bond Bank to  con tinue  to  opera ted  and save th e  com m unities 
and s ta te  in te re s t expense w ith  no change in cu rre n t ope ra ting  cost.

The Bill a llows a loan o f  up to  $150 m illio n  to  th e  University. The U n ive rs ity  is a po litica l subdiv is ion o f th e  State o f Alaska 
th a t w ill bene fit fro m  th e  h igher c red it ratings and security  s tru c tu r in g  f le x ib ility  th a t the Bond Bank o ffe rs . The add itiona l 
b o rro w in g  w ill be in te g ra te d  in to  th e  bond  issues th a t th e  Bond Bank o th e rw ise  w ou ld  undertake  in th e  norm a l course o f 
business.

The Bill provides fo r  th e  Bond Bank's re te n tio n  o f any inves tm en t earn ings in excess o f ope ra ting  costs. The Bond Bank 
m us t cu rre n tly  account fo r  tw o  categories o f assets in de te rm in in g  w h a t am ounts m ust be annua lly  re m itte d  to  th e  State. 
This accounting has becom e re la tive ly  com p lex over th e  years. O ver th e  course o f th e  last 7 years th e  Bond Bank has 
rece ived  an annual a p p ro p ria tio n  o f  any investm en t earnings in excess o f  ope ra ting  costs. O ver th e  last th re e  years there  
w e re  no excess in ve s tm e n t earn ings. G iven th e  con tinued low  in te re s t ra te  env ironm en t at th e  short end o f th e  y ie ld 
cu rve  here are no an tic ip a te d  earnings o ve r th e  forecast pe riod  at th is  tim e . This change w ill d im in ish  th e  Bond Bank's 
cost o f  com piling  o u r financ ia l s ta tem en ts .

(Revised 8/16/2013 OMB) Page 2 of 2



State of Alaska
2014 Legislative Session

Fiscal Note

Identifier: SB218-DOR-AMBBA-04-02-14
T itle : AK MUNICIPAL BOND BANK AU TH O RITY
S p o n so r: FINANCE
Re q u este r: Senate Finace Committee

Expenditures/Revenues

Department: Department of Revenue
Appropriation: Taxation and Treasury 
Allocation: Treasury Division
OMB Component Number: 121

Bill Version: SB 218
Fiscal Note Number:
() Publish Date:

FY2015
Appropriation

Requested

Included in 
Governor's 

FY2015 
Request

Out-Year Cost Estimates

O P E R A T IN G  EXPENDITURES FY 2015 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020
P e rso n a l Services
T ra ve l
S e rv ic e s
C om m odities
C a p ita l Outlay
G ra n ts  & Benefits
M iscellaneous

2.0 4.0 6.0 8.0 10.0

T o ta l Operating 0.0 0.0 2.0 4.0 6.0 8.0 10.0

F u n d  Source (Operating Only]
1 1 0 4 AM BB Rcpts 2.0 4.0 6.0 8.0 10.0
Total 0.0 0.0 2.0 4.0 6.0 8.0 10.0

P o sitio n s
Full-time
Part-time
Temporary

| C h a n g e  in Revenues | I I I I I

Estim ated SUPPLEM ENTAL (FY2014) cost: 0.0 (separate supplemental appropriation required)
(d iscu ss  reasons and fund source(s) in analysis section)

Estim ated CAPITAL (FY2015) cost: 0.0 (separate capital appropriation required)
(d iscu ss  reasons and fund source(s) in analysis section)

A S S O C IA T E D  REGULATIONS
D o e s the bill direct, or will the bill result in, regulation changes adopted by your agency? No
If yes, by what date are the regulations to be adopted, amended or repealed?

W hy this fiscal note differs from previous version:________________________________________________
I Initial version

Prepared By: 
Division: 
Approved By: 
Agency:

Pam Leary, Director
Treasury
Angela Rodell, Commissioner

Phone: (907)465-3751
Date: 04/02/2014 11:40 AM

’ Date: 04/02/14
Department of Revenue

Printed 4/2/2014 Page 1



FISCAL NOTE ANALYSIS

A n a l y s i s

S T A T E  OF A LASK A B IL L  NO. SB218
2014 LE G IS LA T IV E  SESSION

The bill has three primary components comprised of increasing the bonding limit of the Bond Bank by $500 million, 
allow ing the Bond Bank to make loans of up to $150 million to the University for heating or energy projects, and allowing 
any earnings of the Bond Bank to be retained by the Bond Bank. The fiscal impact included in this note are due to the 
potential increased trustee and paying agent costs from a larger bond portfolio in the forecast period.

The Bill increases the Bond Bank's borrowing limit from $1 billion to $1.5 billion. Following the last Bond Bank bond sale 
there was $908 million of bonds outstanding, leaving a remaining authority of $92 million for additional community loans. 
Current applications of the Bond Bank exceed $80 million and it is anticipated that the $1 billion cap would be reached in 
the next 12-18 months. The increased cap will allow the Bond Bank to continue to operated and save the communities 
and state interest expense with no change in current operating cost.

The Bill allows a loan of up to $150 million to the University. The University is a political subdivision of the State of Alaska 
that will benefit from the higher credit ratings and security structuring flexibility that the Bond Bank offers. The additional 
borrowing will be integrated into the bond issues that the Bond Bank otherwise would undertake in the normal course of 
business.

The Bill provides for the Bond Bank's retention of any investment earnings in excess of operating costs. The Bond Bank 
must currently account for two categories of assets in determining what amounts must be annually remitted to the State. 
This accounting has become relatively complex over the years. Over the course of the last 7 years the Bond Bank has 
received an annual appropriation of any investment earnings in excess of operating costs. Over the last three years there 
were no excess investment earnings. Given the continued low interest rate environment at the short end of the yield 
curve here are no anticipated earnings over the forecast period at this time. This change will diminish the Bond Bank's 
cost of compiling our financial statements.

(Revised 8/16/2013 OMB) Page 2 of 2
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28-LS1567\N
Wallace

4/9/14

CS FOR SENATE BILL NO. 218(FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TW ENTY-EIGHTH LEGISLATURE - SECOND SESSION

BY THE SENATE FINANCE C O M M ITTEE

O ffe red :
Referred:

Sponsor(s): SENATE FINANCE CO M M ITTEE

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to financing; relating to the Alaska Municipal Bond Bank Authority; 

authorizing the University of Alaska to issue bonds to finance the design, construction, 

acquisition, and equipping costs of the University of Alaska Fairbanks Heat and Power 

Plant; authorizing the University of Alaska to borrow money from the Alaska Municipal 

Bond Bank Authority to finance the design, construction, acquisition, and equipping 

costs of the University of Alaska Fairbanks Heat and Power Plant; and providing for an 

effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1 . AS 4 4 .8 5 .0 0 5  is amended to read:

Sec. 44.85.005. Legislative findings. The legislature finds that

( 1) the rapid growth o f  municipalities in the state and the incorporation 

o f  new  m unicipalities has created a demand for capital improvements that can only be 

m et by these municipalities borrowing m oney through the issuance o f  bonds or notes;

-1- CSSB 218(FIN)
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(2)  many o f  these m unicipalities, although creditworthy, either have 

not issued bonds or notes or have little outstanding debt;

(3 )  the cost o f  borrow ed m oney to these m unicipalities is or may be 

unnecessarily high due to lack o f  investor familiarity with the municipalities;

(4 )  other m unicipalities in the state pay unnecessarily high borrowing 

costs because o f  the distance of the state from  capital markets or m ay find borrowing 

difficult or im possible because o f  tem porary economic dislocation due to loss o f 

employment or prospective loss o f  employment^

f5) the University of Alaska has limited debt capacity and may pay 

higher interest rates because of lower credit ratings.

* Sec. 2 . AS 4 4 .8 5 .0 1 0 (a )  is amended to read:

(a) It is the policy o f  the state to

( 1)  foster and prom ote by all reasonable m eans the provision o f 

adequate capital markets and facilities for borrowing money by m unicipalities in the 

state to finance capital improvements or for other authorized purposes, to assist these 

m unicipalities in fulfilling their capital needs and requirements by use o f  borrowed 

m oney within statutory interest rate or cost o f  borrowing lim itations, to the greatest 

extent possible to reduce costs o f  borrow ed m oney to taxpayers and residents o f the 

state, and equally to encourage continued investor interest in the purchase o f  bonds or 

notes o f  municipalities as sound and preferred securities for investment;

(2) encourage m unicipalities to continue their independent 

undertakings and financing o f  capital improvements and other authorized purposes 

and to assist them by making capital funds available at reduced interest costs for 

orderly financing o f  capital improvements and other purposes especially during 

periods o f  restricted credit or m oney supply, particularly for those municipalities not 

otherwise able to borrow for capital needs;

(3 ) assist municipalities to provide for adequate insurance coverage by 

authorizing the Alaska Municipal Bond Bank Authority to issue negotiable or 

nonnegotiable revenue bonds, notes, or certificates of participation either directly or 

through an entity it may create for the purpose o f  providing a self-insurance program 

for m unicipalities or municipal jo in t insurance arrangements organized under

CSSB 218(FIN) -2-
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AS 2 1 .7 6 ;

(4 )  assist governmental employers to prepay all or a portion o f  their 

share o f  unfunded accrued actuarial liabilities o f  retirem ent systems in an effort to 

reduce their costs o f satisfying their contractual obligations to provide retirement and 

other benefits to public employees through the issuance o f  bonds, notes, commercial 

paper, or other obligations by the bond bank authority or by a subsidiary corporation 

created by the bond bank authority under AS 4 4 .8 5 .0 8 5 , but only if  the state bond 

rating is the equivalent o f  AA- or better; this assistance is lim ited as provided in 

AS 3 7 .1 5 .9 0 3 i

(51 assist the University of Alaska to provide heating or energy 

projects bv providing capital funds through loans that minimize costs and the 

effects on the debt capacity of the University of Alaska.

* Sec. 3. AS 4 4 .8 5 .0 9 0  is amended to read:

Sec. 44.85.090. Limitations. Under this chapter the bond bank authority may

not

(1 )  make loans o f  m oney to a person, firm, or corporation other than a 

municipality or the University of Alaska or purchase securities issued by a person, 

other than a m unicipality except for investment as provided in this chapter;

(2 )  emit bills o f  credit, accept deposits o f money for tim e or demand 

deposit, adm inister trusts, or engage in any form or m anner in, or in the conduct of, a 

private or comm ercial banking business, or act as a savings bank or savings and loan 

association;

(3 )  be or constitute a bank or trust com pany within the jurisdiction or 

under the control of a regulatory or supervisory board or department o f  the state, or the 

Com ptroller o f  the Currency o f  the United States, or the Department o f  the Treasury, 

or Federal Reserve Board o f  the United States; or

(4 ) be or constitute a bank, banker, or dealer in securities within the 

meaning o f  or subject to the provisions o f  securities, securities exchange, or securities 

dealers law, o f  the United States or o f  this state or o f  another state.

* Sec. 4. AS 4 4 .8 5 .1 0 0 (b )  is amended to read:

(b) The bond bank authority shall include in the report required by (a) o f this

-3- CSSB 218(FIN)
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section an estimate of the amount of revenue bonds of the bond bank authority to be 

issued during the fiscal year following the fiscal year in which the report is submitted. 

Other than refunding bonds and other than bonds, notes, commercial paper, or other 

obligations issued under AS 44.85.086a [AND] 44.85.180(a)(5), and 44.85.180(e), the 

bond bank authority may not issue revenue bonds in excess of $75,000,000 during any 

fiscal year beginning after June 30, 1981, unless the legislature, by law, approves the 

estimate required by this subsection for that fiscal year.

* Sec. 5. AS 44.85.180(c) is amended to read:

(c) Notwithstanding the provisions of (a) and (b) o f this section, the total 

amount of bond bank authority bonds and notes outstanding at any one time may not 

exceed $1,500,000,000 [$1,000,000,000]. 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) o f this section.

* Sec. 6. AS 44.85.180 is amended by adding a new subsection to read:

(e) Notwithstanding (a), (b), and (c) of this section, the bond bank authority 

may issue its bonds or notes in principle amounts not to exceed $150,000,000 for the 

purpose of making loans to the University of Alaska.

* Sec. 7. 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 o f the state, all the taxable property within 

which is subject to taxation to pay the bond, note, or evidence o f 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 issued by a municipality, the University of 

Alaska, 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 o f the revenue-producing capital improvement;

CSSB 218(FIN) -4-
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(C) a general obligation bond or revenue bond combined or 

additionally secured;

(D) a bond o f 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 o f a municipality secured only by

(i) special assessments on benefited property;

(ii) tax increments and a letter o f credit or equal

security; or

(iii) a lease;

* Sec. 8. The uncodified law o f the State o f Alaska is amended by adding a new section to 

read:

LEGISLATIVE APPROVAL; BOND AUTHORIZATION FOR UNIVERSITY OF 

ALASKA FAIRBANKS HEAT AND POWER PLANT, (a) The University of Alaska may 

issue revenue bonds under AS 14.40.254 and use the proceeds of the revenue bonds to pay for 

the design, construction, acquisition, and equipping, including reserves for debt service and 

capitalized interest and costs o f issuance, of a new heat and power plant facility in Fairbanks.

(b) Regarding the project described in (a) of this section, notice is given under 

AS 14.40.253 that

(1) the anticipated annual payment amount is $5,600,000;

(2) the anticipated financing is $70,000,000;

(3) the total construction, acquisition, and other costs of the project are

$245,000,000.

(c) This section grants the legislative approval of the project required by 

AS 14.40.253.

* Sec. 9. The uncodified law o f the State o f Alaska is amended by adding a new section to 

read:

LEGISLATIVE APPROVAL; LOAN AUTHORIZATION FOR UNIVERSITY OF 

ALASKA FAIRBANKS HEAT AND POWER PLANT, (a) The University of Alaskamay 

borrow money, not to exceed $150,000,000, under AS 14.40.040(a)(5) by entering into a loan v 

agreement with the Alaska Municipal Bond Bank Authority to pay for the design, 

construction, acquisition, and equipping of a new heat and power plant facility in Fairbanks.

-5- CSSB 218(FIN)
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(b) Regarding the project described in (a) o f this section, notice is given under 

AS 14.40.253 that

(1) the anticipated annual payment amount is $7,000,000;

(2) the anticipated financing is $87,500,000;

(3) the total construction, acquisition, and other costs of the project are

$245,000,000.

(c) This section grants the legislative approval o f the project required by 

AS 14.40.253.

* Sec. 10. This Act takes effect immediately under AS 01.10.070(c).

WORK D R A F T  WORK D R A F T  28-LS1567\N
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BILL ANALYSIS

A n a ly sis  o f  B ill/P ro g ra m  E ffe c ts /A n tic ip a te d  Im p a c t  to  th e  P u b lic , In c lu d in g  P riv ate  Sector:

The Bill allows for the continued operation o f the Alaska Municipal Bond Bank by increasing the 
borrowing limit o f the Bond Bank from $1 billion to $1.5 billion. The Bond Bank has saved an 
estimated $67 million in borrowing costs over the last five years through the issuance o f  $578 million 
o f  bonds. Following the most recent bond issue o f the Bond Bank there were bonds outstanding in 
the amount o f $908 million leaving a remaining capacity o f  $92 million. Bond issues currendy 
underway are anticipated to exceed $80 million and will use most o f the remaining cap.

The Bond Bank is a public corporation of the State o f Alaska that borrows money primarily by issuing 
tax exempt bonds and lends it to political subdivisions o f  the state. The Bond Bank is able to use State 
o f  Alaska credit support in the form o f  a moral obligation pledge backed with an annual appropriation 
to achieve AA+ credit ratings and leverage those ratings into lower interest rates than municipalities 
would be able to borrow at independently. In this case the moral obligation has been costless to the 
State o f Alaska as every loan that the Bond Bank has entered into over the past 39 years has been 
repaid. The State has benefited from the Bond Bank programs as the savings through lower interest 
rate are passed back to the State through reduced payment requirement in reimbursement programs 
like the School Debt Reimbursement Program and the Department o f Transportation reimbursement 
program as well as through reduced capital costs reimbursements for medicare eligible facilities.

SECTIONAL ANALYSIS

D e ta ile d  S ectio n  A nalysis:

Section 1 -  identifies the financing need of the University o f Alaska

Section 2 -  identifies assisting the University o f Alaska with financing a heating or energy capital 
project is a policy o f  the state

Section 3 — Adds the University o f Alaska to the allowed list o f Bond Bank activity.

Section 4 — Adds reference to the special limitation on University bonds.

Section 5 - increases the borrowing limit o f the Bond Bank from $1 billion to $1.5 billion. This will 
allow the Bond Bank to have up to $500 million o f  additional bonds outstanding. Without this 
increase in borrowing limit it is likely that over the next 12-18 months the Bond Bank will have fully 
utilized the current borrowing limit and municipalities will have to borrow funds at higher rates. The 
State has chosen to increase the borrowing limit for the bond bank most recently in 2010 from $750 
million to $1 billion, and prior to that from $500 million to $750 million in 2006.

Section 6 -  limits the University participation to $150 million

Section 7 -  allows for earnings o f the reserve fund to be retained as part o f  the reserve fund rather than 
transmitted to the General Fund. The State has appropriated these amounts back to the Bond Bank 
for the last 7 years, and for the last two years the excess earnings have been zero. The Bond Bank 
holds both appropriated and non-appropriated funds and the need to track earnings on just a portion 
o f  those funds has created administrative burden. The statute change will allow for a streamlining o f



tracking assets and earnings as well as simplify annual administration process for relatively small 
am ounts o f  funding. W hether the statute is changed or no t the entire unobligated balance o f net 
position o f the Bond Bank may be appropriated for other purpose by the Legislature. The change 
provides for administrative streamlining and efficiency.

Section 8 adds University' o f  Alaska to the defined issuers o f municipal bonds that the Bond Bank can 
participate in the purchase of.

L anguage for T ransm itta l Letter:

T he bill would increase the Alaska Municipal Bond Bank Authority's total outstanding bond limit by 
$500,000,000, from  $1,000,000,000 to $1,500,000,000. Because the Alaska Municipal Bond Bank's 
current outstanding bonds and notes are close to reaching the current statutory cap o f $1 ,000,000,000, 
to continue helping Alaska communities borrow with low interest rates, the Alaska Municipal Bond 
Bank's statutory cap needs to be increased. The estimated cost to the State from  the increase in the 
b o n d  limit is zero, bu t the benefit to Alaska’s municipalities and, in part, the State from lower interest 
rates is projected in the tens o f  millions. The bill also would allow the Alaska Municipal Bond Bank to 
retain in the Alaska municipal bond bank authority reserve fund the investment incom e earned on 
funds appropriated to the reserve fund. This will allow for a reduction o f  annual administrative and 
accounting effort and correlated increase in operational efficiency with the retention o f  ultimate 
financial control at the State level.




