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Mrs. Carol A. Arcarese and Morrill Ring

W here  other a rgum en ts  fa ile d  in  

p rom o tin g  conso lidat ion , there ye*, re ­
m ained to loea) advocates the spu r u f 
excessive h a r ro w in g  costs to in d iv id ­
ua l un its  h a v in g  s ize, m anagem en t or 
resource de lie ionrios . T hat re m a in in g  
spu r w ou ld  he du lle d , o f course, by the 

creation o f a bond bank w h ich enables 
such un its  to ob ta in  f in anc in g  at to le r­
ab le in terest rates . By c o n tr ib u t in g  to 
the d u ra b il it y  of gove rnm en ta l f r a g ­
m entation , bond hanks deny to tax­
payers the fu ll- d o lla r  benefits o f fu ll-  
service gove rnm ent under the s in g le  
p retext o f in te rest “sav in gs” on occa­
s iona l b o rrow in g .

I N F L A T I N G  P U Q G R A K S
Bond banks , by des ign , serve as a 

f in anc in g  condu it fo r  loca l agencies. 
.Since the bond bank  v ir tu a lly  g u a r­
antees the m a rk e ta b ility  o f the ir debt, 
local governm ents arc  assured of a 
fu n d in g  source rega rd less  of the need 
fo r and fe a s ib ility  o f  the p ro g ram s  
or pro jects be in g  financed. M oreover, 
bond banks  sh ie ld  local pa rt ic ipan ts  
from  such essentia l cred it tests as 
debt capac ity , repaym ent a b il it y , 
ope ra t in g  pe rfo rm ance , la x  burden , 
income trends, po ten tia l ad d it io na l 

debt and economic outlook . M any 
projects have hee.i strengthened , m od­
ified , postponed or canceled by h a v in g  

to q u a lify  under these tests fo r  m a r­
ket ncceplanee.

By p ro v id in g  a bu ffe r between Ilie  
m arketp lace and the local en tity , bond 

banks a llo w  local governm ents  to be 
spared th is d isc ip line  of crpd il-worth i- 
ncss. W ith o u t  such re s t ra in in g  in llu-  
enre , the result could ve ry  w e ll be the 
in f la t in g  or inc reas ing  o f local g o ve rn­
ment p rog ram s  by loo s in g  a spate of 
ill-conccive.d projects tha t m ay other­

w ise have been scaled down or aban­

doned.



*

W E A K E N IN G  STRUCTURE ■ S A P P IN G  OF RESO U HCLJ 'H 'cnforeenble m ora l *>l>li” . : : ion o f a
i state or c ity  fo r  debt re jia ym eu t .

Uy the ir ve ry  na tu re , bond ho,::. s The m orn ! oJ»li;r?»tion p ledge  o f W it h  a substan tia l rise in  the con* 
appea l u> w eaker un its  o f governments .states to bai l: debt issuance': was f irs t t in gcn t l ia b i l it y  o f a state under 
In  states h a v in g  hond banks , tk.c u tilized  in Iflittl as a m a rk e t in g  tool m o ra l o b lig a t io n s , its fu tu re  a b il it y  
s tronge r credits o r m a rne t in g  un its  fo r prob lem atic  pro jects incapab le  on or even w ill in g n e ss  io  m oot much 
wou ld  tend to m a in ta in  tn c ir  borrow- the ir own m erits of o b ta in in g  an iit- com m itm ents m ay become im pa ired , 
in g  independence w h ile  w eaker un its  voslm ent-gradc credit r a t in g  and a U n fe tte red  use of in d ire c t’ob lig a t io n s  
w ou ld  l ik e ly  opt fo r  inc lus ion  to re- reasonable t iiia iie in g  rate . In it ia l ly ,  suc], ns t]ie m o ra l jdedge  m nv also 

dure in terest costs. W h a t  is fre- the ra t in g  agencies considered soenri- ,io tract from  the ove ra ll m a rk e ta b ilit y  
(p .c lit ly  overlooked in  e va lu a t in g  <hc ties backed by a m ora l o b lig a t io n  f ,o d it  q u a lity  o f direct, debt
bond bank  process is th r t  the bank , jdedge as be ing  second on ly  in  credit- ob lig a t io n s  of a state . W h ile  poss ib ly  

m n :ig  other th in gs , m ay create a dis- w n .th incss  to the sta le 's  gene ra l ob li- m n decisive fac to r it  shou ld  be 
incentive fo r  partic ipants*  to develop pation bonds, and deserving : <,r a c red it o i . ^ v o d  nonetheless that the bond­
e r enhance I he .r M o m e n t ,  nudget- ra t in g  one grade  be low  that 01 the , ,
;»:>• anti p la n n in g  s k ilis . s la ic i it-sel;. , , ,

subsequently exucne iKT il a uciwnpnu!-
•J-oeal Kovcrmncnts w h ich  lac k  such Since ] fn>0. N ew  ^ ork S ta le  a one ,  i . J ’ r ; i

4. mi i i i i , i  . n- i* t t by iviooily s o f In r ’r re iu 'r a l c red it
cxper U*e w i l l  have no urjrency to lias used the m ora l n b b i; : i l io n  n e»l;;e i «>» M . .

• \ir i v i . i i -  i J i . ** 3m m  trip le- A to double- A status.
;:a;r» i l .  W orse  yet, those m ed ia l r:uv- 1o cover bonds issued fo r  a lm ost • m iji , • „»« lt(ll . .  4 r

trn m e n ls  w h ich  have a lready  achieved )n o ^ ram s  .* JO independent at?oneies 4 \J V V  V  * t f Cf  ,c? °,s*
certa in degree of expertise in  these and au thorit ies  o f the State, To d a le , £  . f  n  fm :‘nlcn ,f . l ,cc "

ureas , m ay a llow  m o lic icnc ies to at least n ine add it iona l s la t ,*  have ' S r  , h a v c 1 l.c  _p o lc n l .n l to

erode, ( liv e n  the re la tive  ease of bank  adopted the m ora l p ledge device and ^ *. *'' 1 *

b o n o w irq :, such m ed ia l governm ents several others are c o n lo m p la lin jf  its ^  , f 'U n 1 ' i U 01 ‘I
m ay w e ll be enticed to choose the use. ■ w h o !e ,_ fo r  the less certa in good o f

bond bank route , lessen ing in course As m ora l ob liga t io n s  began  to pro- 01 " 'If <-e n, cos.s 01 ,t je w , 

botli the ir incentive and need to sus- life m te , the marketj.Jacc came to r, res? t e rm  n-rFv/r r i~-r-.-t r- ix r-  
ta in or upgrade  basic ope ra t in g  v iew  those securities as a class unto A  C Q I<S ' U U C i,V E  

strengths . itse lf wh ich Lcnde.l to sell and trade V iew ed over the. long-term , reason

A ch iev ing’ excellence in m un ic ipa l at apprec iab ly  low e r leve ls than most w ou ld  dictate, that a more construc- 
flnnnce is more Hit in  a laudab le  go a l, com parab ly-ra led g  e n e ■ a 1 m arke t t ivc  approach to reduc ing  in terest 

fo r  in  it.-: ach ievem ent lies the proser- nam e :;. More, recently , the r a t in g  ra le s  lies in  s tre n g th en in g  ‘he finan- 
va tion  of local governm ent. The grad- standard fo r  m ora l o b lig a t io n  bunds e ia l adm in is tra t io n  o f local govern- 
ual encroachment of state and F e d - has also undergone a change . In  its  incuts ra the r than in the pc r jie tt ia liiin  
o ra l f in anc in g  techniques upon areas con t inu in g  review  o f a ll agency credits o f f a lte r in g  un its  by s u b s id iz in g  the ir 
p rev ious ly  reserved exc lus ive ly  fo r hacked by m ora l p ledges , M oody's b o rro w in g  costs. ,S ta le  and local gnv- 
m un ic ip n iit ic s  portends the u lt im a te  Investors  Service is . now p la n in g  the ernm ents , together w ill)  investm ent 
a tro jih ie a liiiR  o f local governiv.ivat its c rit ica l eva luative  etnp lias is  on the banke rs , can develop actionab le  jiro- 
ar> inde jii-uden l entity  capable of m eet-basic liu anc ia l in te g r ity  o f cacn j«no- g ram s  to a id  m un ic ip a l governm ents
in g  o r re flec ting  the desires o f its  g ra m  and pro ject c la im in g  as u lti-  in  s ha rpen in g  expertise  in  financ ia l
citizens. mate security ‘be tem pora l and  le g a lly  a d m in is t ra t io n  as w e ll as the m arket-



in g  of debt issues at attractive  i.ilc r-  yr.*c Jif ' l : r RE I\ !CES ! the M un ic ip a l Council,
PSt ra ics. hay prov ided w e ll fu r  the expanded

W h ile  m any o f these services are M a rk e ta b ility  o f N o rth  C a io iiu a  bonds 
A n  exam ple  id  the k in d  c, o t f . m j|a r  l() lhosc ,,,-ovided b y  a bond 0,1 '"“ n re g iona l and na t io na l W e i* , 

w h ir l ;  ran  be mmei .a ken  on the M .aC .lro  s«,»st :»in.i:tl tJift'eroncos N f . ln c r  o f these g roups  could have
e\el is p iu u d e d  by the N u u h  Caio- t. j . <jjst.jn gu ish  the Com- -achieved the desired resu lts w ithout

I- ."™ ' m iss ion  fro m 'a  bond b an k . The in te n t Hm active support and cooperation of
h s ta b .ifb e .l in  l . i . t l  to re s tu .c tu n . tbs Comm ission is  to he lp  in rliv id-  l l | e 1(n :n l gove rnm ents ,
debt of de fau lted  local governm ents , , , . , , , , ,  . /
the Comm ission operate* w ith in  the l ,a l  Iocal , i ; X  ; ’ i’* . . . . , ’ A  R E G IO N A L  SU P PO R T  V ITAL
D epartm en t o f State T reasu re r as a 511 ’!'c ^U ie t iv o ’y  m  the n n .h e t ld a c e ,
centra l m a rk e t in g  service fo r local ra th e r than m  o ile r  then d u t . o m  f l ic  im portance of g e n e ra t in g  rc- 

vc i-m ents  com petition and Us d isc ip lin e . S ince g io n a i suppo rt is o i le i i  igno red  when
 .................................. , . the securities sold th rough  the Com- cons ide rin g  w ays  to im p rove  borrow-

'j'ho Com m iss ion prov ides a id  to ^ js s io n  constitute d irect o b lig a t io n s  jp g  (.osi s f0J. )oc;,] ;.n ve i iin ie n ls . l ’e- 

nm n ic ip a l govc riin ien ts  t ln o t ig ii t lic  local governm ents and are not g iu n a l support , m ustered th rough  the 
perform ance o f the fo llo w in g  func- secondarily  secured by the. p ledge  o f accurate, t im e ly , and complete report- 
l ie n s ; (1 ) advice on jd a n m r .g  u rn  c-.c .Stale or C om m iss ion , in te re s t in g  o f m un ic ip a l debt and ft.nar.^i,.’ 
is s u in g  local bond? and ,' u l (-r,j j . itc s  reflect the r e l a t i v e  c red it- da ta , can be essentia l to secu rin g  the 
app rova l o f tin : issue o f local bonds w orth iness and m a rk e ta b ility  o f the low est possib le b o rro w 'r .g  costs, par- 
and notes; (t l; the sale o f local bonds Sssllw.t i ic u la r ly  in  periods o f r is in g  rates,

and notes; (1 ) m anagem ent of lnca ra the r than offer a haven S m a ll hanks and dea lers w h ic h  w ou ld
# governnuMit. acem .n li i i^  aud its , am  ^  )tn|.,|U .(j ()). ]CSSL.r  n l ted i .s i ie r s , n o rm a lly  b id  cnns is te iu ly  and aggres- 

currcnt cash h a ! = a y , ‘' the Com m iss ion active ly  encourages s ive ly  fo r  inodcrale ly-s ir.cd local debt

" % " . !? ? ! ! ! !”  ” !!!" loca l governm ents to sec ive one ua- o lic r in g *  m ay  not fv- i the same sense

g in e c n iig , com am i io a s iu im .v  su im cs ■ ■■ , . .
are  rev iewed , !ls w e ll as the Ciim- governm ents  seek ing  I" upgrade  the ir C a te rin g  to la rg e  ins t itu t ions  at 
in a n ity ’#  ou tstand ing  debt and other M a i.u ln g  are  assisted by Hie the expense o f neg le c tin g  the. dcvolnp-

fa e to is , im p lr u rn g  on its  a b il it y  to financ ia l m anagem ent experience o f men I  of re g io na l- in dustry  support is
f in a n c e 'th e  in i; i uvo men t. Local' o f - ^ e  C om m iss ion . tan tam ount to 'p u tt in g  n il yo u r e gg  a
f ie in ls , C om m is iio n  spec ia lists and O n-the reg ionr.I leve l, the C o m in is- in  one basket, dust as m a jo r  cor- 
liom ! attorneys w o r i: together to de-- ion  makes av a ila b le  c red it in fo rm a-  partit ions estab lish  liner, o f cred it

vc lop  stric tly  defined pro jects and tion loathe N orth  C a ro lin a  M u n ic ip a l w ith  m ore Mum one hank , local gov-
M iu iid  fir . .w in g  techniques. U pon  rc- Council’ a non-profit trade organize.- cn im en ts  shou ld  seek m a rke ta b ility  of
ce iv in g  1( rm a l approva l o f tho C om - I am sponsored by 1 lie investm ent th e ir  debt on both re g io n a l and na-

m is f iu n , tlu  local gove r iinum t presents 'b an k in g  in du s try  in  N o rth  C a ro lin a , tionn ! leve ls ..

the bond issue, to the voters fo r  con- W o r k in g  as an independent agency , T)|C u1tima(c rt.Sp o n s ih ilitv  fo r era- 
r id e ra t io n . Ute Counc il pub lishes t im e ly  reports  .l(j))fr ())(1 con(, i l io n s  llcc(yjsr; rv  la

The Com m iss ion pa rt ic ipa tes  rift-01! - *-c . n inn- igcm . n , , ' l ’“ t^ in  low e r in terest rates lies w it li tlic
t iv e lv  in every aspect o f the issuance ««»»; " g a l l o n ,  and  re la t ive  credit- W ; ( ,  ff0Vfi, n ,n e ..t . , tlic  ln , 1:
o f  the bonds in c lu d in g  ad ve rt is in g  fo r  »*i a;liI N o rth  C a ro lin a  i s - ; s ,1(lt nn  Cil;(V 0I10- B llt  fl)J. thosc

sealed b ids, send ing  fin anc ia l p r ns-f ' ,LI,‘ m r ^ 'd e - s u p p o rte .,, ere d r . U ||j i , .  w liich  undertake tin- c rit ic a l cx- 
peetnses to the ra t in g  agencies and . I : , " t’uca'-‘> nav .: been estab- i,m in a t io n  and corree llvc  action noecs-
v .i.teatia l buyers , conducting the sale , ‘I ,  111 o l la '1' s ta les  as w e d . tS. „ .y i { ,|)c benefits to he derived w i l l

rece iv in g  the m onies, and t i . m s f e r r i n g “ T i ' h ' i ! !  .- ^n‘°‘r ‘ • “ w  - f fa l ' nr‘,AVui- h ll ie  advantages received
them  to the local governm ent. I f  nol'.1̂  ^  ^  ‘i r l  . f ro m  bond hank  fin a iic in ir . The fu tu re

b id s  are received, the Com m iss ion .nay  'a r0 a a |0f ‘ M *7 , °f I(u'!l1 ^"vcTnmont w il l he shape ay
negotia te  p r iva te  sales. ins.-,ion, m  concert w ith  .h a t  s ta in s  i ls  effectiveness in  re spond in g  to th is
3" '.o m iic  p i  i >iiic  o»ncs.. investm ent b lin k in g  indus try  as rep- cha llenge , a



SB 179 - California State Bond Bank .

The chief argument made lor a state bond bank is that it will 

lower the interest costs of smaller issuers and, in times of restricted 

credit, increase the supply of funds for their borrowings. Nationally, 

the bonds of smaller issuers usually face investor resistance because 

these issuers often have limited economic bases, limited long-term debt 

management and debt planning, and/or because their names are not widely 

known in the market. In addition, these issuers typically have small 

offerings. The larger buyers, however, commonly want large amounts

•

fro m  relatively few issuers, not only because they have large sums to 

place at one time but, too, because it reduces their analyzing and h a n d l­

ing costs. In the case of bond ce-.',.ers, the purchase of larger blocks 

lowers selling expenses and the borrowing costs of holding a bond i n­

ventory. Moreover, many small issuers are ineligible by law for trust 

and institutional investment because they lack a sufficiently high credit 

rating from a national rating bureau, are not rated, fall below a minimum 

population, cannot b e  used to collateralize public deposits, etc. Further, 

some, of the smaller issuers handicap themselves by an inadequate pres e n t a­

tion of their community and its bond proposals or by insisting on unusual 

bidding terms. The result is that higher rates and sweetened yields are 

necessary to attract investors.

Fortunately, smaller issuers in California have consistently 

fared better than comparable issuers in the rest of the nation. Indeed, 

their bonds have often sold as well as bonds in other states that enjoyed 

higher ratings and greater familiarity in the market. This is explained 

by the fact that California is virtually unique in having a well developed 

local market for local issuers. By reason of the State's large population



and high personal i n c o m e > a sophisticated financial, structure has evolved, 

including several major dealer banks and an extensive broker dealer n e t­

work. These institutions trade heavily in all types of California issues, 

partly because the market for large, nationally kn o w n  issues from other 

states has centered in New Yor k  City for decades, but also because these 

institutions are bound up w i t h  the future of California. The c o n s t r u c­

tion of schools, sewer and water systems, and civic centers, for example, 

is not only part of the State's economic growth, but is also crucial to 

economic growth in the future. Not surprisingly, nearly all California 

issuers of even marginal creditworthiness have been able to market their 

bonds at reasonable rates.

T h e  bond bank proposed in SB 179 is not only unnecessary in ■ 

California, but it would bring grave disadvantages to our'smaller issuers. 

SB 179 is copied after the bill that established a bond bank for the 

State of Vermont, except that it lacks even an implicit moral guarantee 

of the state that the Vermont bill provides. Without such backing, the 

bank's debt will not be rated by Moody's as a matter of policy, thus 

lowering the appeal of the bank's offerings. Moreover, the market will 

price the bank's offerings to compensate for the fact that they wil l  r e­

present, as it were, a fixed return mutual fund in the California bonds 

with lowest creditworthiness and marketability. Rather than selling at 

the average of the bonds securing the bank's debt, as might seem to be 

the case at first glance, the bank's offerings wi l l  sell nearer the 

level of the w e a kest links in the chain. For the market exacts a price 

for lacking any control over what risks the bank will assume. In our 

judgment, this means the bank's debt will probably trade at the level



of the bonds at the lower end of Moody's "Baa" category. Currently, this 

is about 80 basis points above the level of the general obligation bonds 

of the- State of California.

On the other hand, moral backing of the bank's debt by the 

State would tend to impair the State's credit standing and is almost 

certain to lead to severe conflicts between State and local bonding 

priorities, conflicts from which the State can be expected to emerge 

‘the victor. Wi t h  state backing, bonds of a California municipal bond 

bank wo u l d  probably be rated "A" by Moody and trade at slightly above 

"Baa" levels - or some 50 basis points above state general obligations.

The bond bank proposed in SB 179 will cost the communities 

that participate through higher interest rates and could m e a n  substantial 

losses for those selling the outstanding bonds of these issuers.

The California bond dealer network would be effectively d e s t r o y­

ed by this bank. Large buyers can be expected to w i n  most bids on the 

bank's offerings, leaving our bond dealers to survive on a limited b u s i­

ness in nationally k n o w n  issues and in 1911 and 1915 Act bonds.

Additionally, the bill provides that the bond bank is to ration 

its funds on the baa is of "need". With the drastic curtailment of the 

bond market w ithin California, our smaller issuers will be increasingly 

dependent upon the bank --- and local priorities wi l l  b e  increasingly 

under State control.

Finally, the bond bank will obviously not atone for any lack of 

sound financial and accounting advice. Rather, for the first time, the

communities w i t h  the greatest problems- in these areas will drive up the
i t  ■ . ■, . • /! »*.c *•„ •/„.* " u  r

b o rrowing costs of others. ■ • r h ."Uj J : ' i ; • i .

It must be conceded that the bond bank will spare the communi-



4)

ties involved from such costs as preparing a prosp'ectus, advertising

v*-' % /:
for sales, printing bonds, etc. Yet the savings wo u l d  be^by the costs 

of documenting need to the bond bank, and in higher borrowing costs.

In summary, the smaller issuers of California will not benefit 

from a bond bank; indeed, they will pay a high price for this approach. 

The extensive bond dealer network in the State will be lost. Perhaps 

the greatest cost is an intangible one, the erosion o f  local control 

•over local capital improvements.

B A N K  INVESTMENT SECURITIES DIVISION 

Portfolio & Research Group 

March 14, 1972

B—



T h e  D a i l y  B o n d  B u y e r July 12, 1974

V/ash .  T r s a s a r c - r  D s isb is  H s i J  t o  C r e a t e
J i c i ; 6  u j . r j  iiO i-^vi & » v i a

Spi'c'.a! l’.rporl to Tttt Uono Suvcs 

O L Y M P IA , W a s h .— The m a rke t fo r fo r any feas ib le  pro jec t . I t  is poss ib le  
m un ic ip a l bonds in  the State o f Wash- to suggest tha t o n ly  the low e r credits 
in g lo n  is served adequate ly now  by w ou ld  go  in to  the bond bank ."  
f in anc ia l in s t itu t ions , and there is no In  conc lud ing  that, a bond bank  
need to estab lish a State bond b an k , w ou ld  he o f " m a rg in a l v a lu e ,-’ M r. 
sa id  State T r e a s u r e r  R obert S. O’B rien  said that on the basis o f out- 
O 'D rien in  h is  "tentative conc lus ion” s ia m lin g  debt in  H i72 a  bond bank  

on a study begun  late las t ye a r . w ou ld  assist on ly  those m un ic ip a lit ie s  
The bond b ank , w h ich w ou ld  have that account fo r between dt and 10’-- 

been s im ila r  to the cue created b y  o f a !i State and local d ^  issued. 

V e rm on t in  li/70, was defined by the "Most o f tlic  bond m in ?  done 
T reasu re r's  office as "a pub lic  eorpo- in  th is  State," he exp la in ed , is done 
ra le  agency estab lished by a state by  school d is tr ic ts  w h ich  arc c ither 
w ith  the powers to issue its  own obli- represented by fin anc ia l consultants 

ga t ions , w h ich  are secured by obli- o r have the necessary s k il l  w ith in  the 
g a llo n s  o f subord inate po lit ic a l enti-, a d m in is t ra t iv e  a rm  o f the d is tric t to 
ties .” i enab le  them  to att ract b id s  from  2 or

The purpose is  to g ive  sm a lle r  3 local u nde rw rite rs . In  the case o f 
agencies a surer access to m arkets la r g e r  issues —  over $2 m ill io n  —  
and a low e r in terest cost. In  sum- b idders are  attracted fro m  a l l over 
m a r iz in g  ‘p r lim in a ry  conclusions," the U .S .

M r . O 'B rien  s a id : 1 O n ly  Modest S av in gs
" In  w e ig h in g  the pros and cons o f ' " In  the case o f m un ic ip a lit ie s , per 

a state bond bank , the cruc ia l ques- se, i t  is our conclusion tha t o n ly  the 

tion to be answered is th is : Can th is very la rge s t cities in  W ash in g to n  are 
in s t itu t io n  better serve the pub lic  requ ired  to tu rn  to the bond m arket 
w e lfa re  than e x is t in g  a r :;.n gc rnen ts  fo i any  typo o f f in an c in g . W h ile  it  is 
a t the presently  ava ila b le  financ ia l true that i f  those sm a lle r  munici- 
in s t itu t io ns  ? W h ile  the state’s o f p a lit ie s  were am a lg am a te d  w ith  other 
V e r m o n t  and M a ine  m ust have sm a ll issuers and the tota l were 
answered a ff irm ative ly  to this ques- floated under the structure o f  a 

t:on , it  is our tentative conclusion m un ic ip a l bond b a n k , the interest cost 
th a t , in  W ash in g to n , the e x is t in g  ar- could be low e r, it  is a lso  true that 
rangem ents  and the presently  ava il-  there is not a suffic ient qu an t ity  o f 
ab le f inanc ia l institu tions <trc, in  fac t such f in anc in g  in  the State o f Wash- 
p ro v id in g  adequate bond m a rke t fo r  in g to n  in  a n v  one ve a r  to ju s t in ’ 
the sm a lle r  m un ic ip a lity . an o li'e r in g  o f $L m il l io n .”

"Let me ind icate how  we a rr iv e d  M r. O’B r ie n  a lso noted, "O ur data 
at th is  conclusion ," M r . O 'B rien sa id  ind icate  o n ly  modest sav ings  in  
in  h :s  m on th ly  f inanc ia l report. po ten tia l o b lig a t io n  bonds rated 

" h irs t , we solic ited re levan t ma- double-"A", bond bank  issues w ou ld  
te ria ls  fro m  those states w ith  oper- p robab ly  receive a singJc-‘‘A "  ra t in g , 
a t in g  bond banks . Second, because of Beyond th is , the State T reasu re r 
an a rtic le  in  "The D a ily  Bond Buyer," added :

we were de luged w ith  in fo rm a t io n  " M a jo r  branch banks in  V a sh in g -  
fro m  other states lu a t  and or were ton have po lic ies o f b id d in g  on evvrv • 
in  the process of cons idering the bond local issue in  the state . Indeed , un­
b a n !;, concept, c r  other a lte rnatives , 1 • Ro V e rm on t, we have a  v c y  s trong  
T h ird , in  17 asn ing ton  wo solic ited the a :u i well-developed investm ent batik- 

common ts from  a ll pub lic  treasurers j , „ ,  ne tw ork , and , as I  re ca ll, no local 
and the ir respective associations, and un it o f gove rnm ent w a r denied funds 

received comments from  local banks even d u r in g  the b ig  cred it crunch o f 
and investm ent nouses. 11)70. O ur study ind icates that, t im in g

G e n e ia lly  spe ak in g , M r . 0  D ricn *)10 ]ast seven years , there has been 

son. the m-State survey showed no tim e  when a loca l m u n ic ip a lity  has 
local treasurers m  W ash in g ton  be- nftt received at least one b id  ( in  the 

l*ovo tha t the current financ ia l mar- C ; , n u  o f  ir, M K . s  0 f  $25,000 o r  le ss ), and 
ketp lace is , in  fact, d o in g  the job ."  u su a lly  two o r m ore  b id s .” 

l i e  cited one un identified treasurer M r . 'O ’B rien  sa id  that h is  present 
w ho summ ed u p : •'[  know  o f no comments “sum m ar iz e  a  comprchcn- 
m u n ic ip a .ity  tha t has not been ab le sive report w h ich  is c u rre n t ly  beingf 
to so il t . ie ir  bonds on the open mar- nnnlise<l and w h ich  w i l l  be m ade 
ke t i f  the ]>roceeds wore to be used <lVitiiab)c upon request/ ' . /
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L e v i t t  A sks  B e t t e r  C on t r o l  o f  A u t h o r i t i e s ;  
S e e k s  End t o  M o r a l  C o m m i tm e n t  B o n d s

By A l a n

Seeing “ inherent ev il"  in  whnt he 
believes to be ‘'excessive" jsc o f the 
au tho rity  structure to finance cap i­
tal construction. State C om ptro lle r 
Lev itt has called fo r “closer scrutiny" 
and control o f S ta le au thorit ies  and 
fo r an end to financ ing  th e ir  projects 
by moans o f the so-called "m ora l 
com m itm ent" board.

In  a report on New  Y o rk  State 
P ub lic  A u tho rit ie s  subm itted F r id a y  
to Gov. H u gh  Carey and to the Leg is­
la tu re , M r. Lev itt charged tha t Id  o f 
the State's -11 State-wide or re g io n a l 
authorities currently  owe the State 
more than $21a m ill io n , most o f w h ich , 

ip  h is  op in ion , m ay never be re pa id . 
M r . Lev itt said th is figu re  w ou ld  be 
even .h ig h e r  except that. $150 m ill io n  
o f add it iona l advances to va rio us  a u ­
thorities by the State have been w r it ­
ten off as bad debt.

M r . L ev itt po ints out tha t the 
State's authorit ies  now have m ore  
than $12 b ill io n  in  ou ts tand in g  debt, 
o f w h ich n ea r ly  SO b ill io n  is o f  the 
"m ora l o b lig a t io n !' v a rie ty .

" It  is qu ite  obvious ," says M r . 
L ev itt , "that the State and its p ub lie  
au thorit ies  have close f inanc ia l ties . 
M any  au thorit ies  are s im p ly  not eco­
nom ica lly  v iab le  and cannot ex ist 
w ithou t the con t in u in g  suppo rt o f the 
State. T he ir  operations m ust be 

\brought under closer sc ru t iny  o f the 
State itse lf. A t the same t im e , p u b lic  
au thorit ies  have to prov ide  a veh ic le  
fo r h ig h ly  questionab le State fiscal 
po lic ies . These po lic ies m ust be te rm i­
nated."

The Lev itt b last aga in s t the p ro ­
life ra t io n  and expansion o f au th o r­
ities comes ju s t one day a fte r  the 
Senate Comm ittee on H ou s in g  and 
U rban  Developm ent conducted a one- 
day h e a r in g  into the financ ia l status 
o f one o f the la rgest o f the State 

au tho rit ies— U rban  Deve lopm ent Cor]).
‘M ust lie  S a lvaged’

In  h is  r e p o r t ,  the C om ptro lle r  
s ing les  o u t  UDC  f o r  s p e c i a l  
m ention , s ay in g , "There can he no 
doubt that the b illio n  d o lla r  p ro g ram  
o f v ita l pub lic  construction now unde r­
w ay  by U DC  must be sa lvaged ."

H ut, Iso continued, the agency 's  li- 
nsineinl p lig h t  demonstrates w ha t he 
considers n "basic fa u lt '' in  the w ay  
U DC  h a s  b e e n  authorized  to fi­
nance its  p ro g ram — a w ay  he feels 
cannot he fu rthe r to lerated .

R epeating a theme ap pe a r in g  a g a in  
and a g a in  in h is reports , M r . Lev itt 
charged that the pub lic  au tho rit ie s  
have represented an evasion o f the

B a u t z EB

State's constitu tiona l o b lig a t io n  to “go 
to the People" when  it  w ants  to spend 
la rg e  funds  fo r  pu b lic  c ap ita l pro jects .

V ie w in g  w ith  a la rm  the g re a t ly  ex­
panded au tho riza t ions  g ran ted  to au­
tho rit ies  in  recent yea rs , M r . Lev itt 
po ints out tha t the la rge s t o f them , 
the H ou s in g  F inance A gency , has an 
ou ts tand in g  debt o f $4.7 b i l l io n — much 
la r g e r  than  the State's own fu ll fa ith  
and credit debt o f $3.5 b il l io n  as o f 
Dec. 31, 1974.

O ther po ints he em phasizes a>-e:
o Most pub lic  au tho r it ie s  in  N ew  

Y o rk  State are not sclf-sutlvcient.
o V ir t u a l ly  a l l o f the p ub lic  au tho r­

it ies  are o f f in anc ia l concern to the 
State.

° The State has g ran ted  o u t r ig h t 
subsid ies to meet o p e ra t in g  defic its , 
in c lu d in g  $100 m il l io n  in  1974 fo r  
tran spo rta t ion , and $30 m il l io n  d u r in g  
the last few  years to U D C .

° T a x  revenues w h ich  w ou ld  other­
w ise be used to meet gene ra l m un ic i­
pa l expend itures have been d iverted 
to  au tho rit ie s  to overcome the ir op­
e ra t in g  defic its. A s  an exam p le , he 
cities the d ivers ion  o f one-quarter 
cent o f State taxes on each g a llo n  
o f gaso line  and diesel fu e l to pay 
debt service on a special h ig h w a y  im ­
provem ent p ro g ram  fo r  w h ich  the 
T h ru w ay  A u th o r ity  acts as the State's 
f in anc in g  agen t. N e a r ly  $17 m ill io n  
in  these funds have been tu rned over 

to the T A . W ha t g r ip e s  M r . L e v itt 
is tha t it  represents “the incurrence 

o f debt to finance a State purpose- 
w ithou t the app rova l o f the Popple."

* The State is com m itted to spe­
cial “ loase-purchnse" debt o f $2.3 b i l­

lio n . T a lk in g  o f ye t ano ther s im ila r  
f in anc in g  scheme used to finance spe­
cial hea lth , sen io r c itizen , and com­
m un ity  college fa c ilit ie s , M r . Lev itt 

charged tha t "the lo n g  ru n  effect o f 
th is f in anc in g  approach is  an increased 
cost to the State in  the fo rm  o f in ­
terest cost wh ich  w ou ld  not otherw ise 
he incu rred  i f  the eonstrue lion  were 

financed from  current tax  revenues. 
A lso , says M r, L e v itt , the interest 

costs are h ig h e r  than  i f  S ta le  f u l l 
fa ith  and credit debt were used.

C om p tro lle r  Lev itt oPYred the G ov­
ernor and the L eg is la tu re  a  num ber 
o f recom m endations , in c lu d in g :

* A n  end to the “m o ra l com m it­
m ent" clause in  fu rth e r  statutes con­

ce rn ing  p ub lic  au tho r it ie s , and an end 
to a n y  fu rth e r  p ro g ram s  in v o lv in g  
that k in d  o f debt.

° The State shou ld  take a m ore 
" rea lis tic"  a tt itude  toward  firs t in ­

stance advances to au tho rit ie s , a  p ro­
cess M r . L e v itt says has been abused. 
O u tr ig h t  g ra n ts  are  recommended in ­
stead w here  no rea l hope o f re pay­
ment ex ists .

* The m inu tes  o f the boards o f d i­
rectors o f  a l l state-wide pub lic  au­
tho rit ie s  shou ld  be subject to the a p ­
p ro va l o f  the G overnor.

e A p p ro p r ia te  State agencies shou ld  
be g iv e n  a u th o r ity  to set up pe r­

fo rm ance  gu id e lin e s  fo r  au tho rit ie s  
w h ich  w ou ld  have  to be m et as a 
p re requ is ite  to State a id .

o B udgets  o f a l l  State au tho r it ie s  
shou ld  be rev iew ed  by the State 
B udge t D irec to r.

° Increases in  user fees, such as 
to lls  proposed b y  pub lic  au tho rit ie s , 
shou ld  be sub ject to an a ly s is  by  an 
a p p ro p r ia te  S tate hotly.

“L e g it im a te  p ub lic  au tho rit ie s  have 
a p rope r p lace in  our gove rnm en ta l 
structure ."  M r . Lev itt concedes in  
h is  cove rin g  le tte r accom pany ing  the 
(ili-pngo repo rt , "hu t I fe a r  i . ;a t  m any  
others have been g iven  fo rm  w ith ­
out substance— that is w hy  they are 
it d ra in  on the p ub lic  treasu ry ."

The seven la rge s t au tho rit ie s  and 
th e ir  o u ts tand in g  debt in  thousands 
o f d o lla rs  as o f the end o f the 1973 
fiscal y e a r  a re :

I 'o r t  A u t lin  it y , $2 ,029 ,807 : H o u s in g  
F inance1 A ge  <.y, $4,(199,7(10; State 
Pow er A u t l io r t y ,  $1 ,221 ,318 ; U rb a n  
D eve lopm ent ' 'o rp ., $709,970; Thru- 
w ny  A u th o r ity  $833,081, and Dom i- 
to ry  A u th o r ity , $1,438,1 G4. / '



D E P A R T M E N T  O F  R E V E N U E

OFFICE OF THE COMMISSIONER / PL '1CH S — JUNEAU 99801

M a r c h  11, 1975

J a m e s  B, R h o d e ,  S A  

H o u s e  Finance C o mmittee 

Alaska State Legislature 

P o u c h  V

J u n e a u ,  A laska 99811 

D e a r  M r .  Rhode:

Enclosed is a m e m o r a n d u m  from Jack C h e n o w e t h  to L a r r y  E p p e n b a c h  

o n  current b o n d  issues outstanding in various communities of the 

State.

T h e s e  are the c o m m u nities w e  w o u l d  d e e m  in n e e d  of assistance.

T h e  smaller cities h a v e  the most n e e d  s u c h  as Sitka, C o r d o v a ,  N o m e ,  

Petersburg, S e w a r d  a n d  Valdez.

Sincerely,

Sterling 

C o m m i s s i o n e r

SG: g d

J u  Z L e .
Gallagher

Enclosure
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AUTHORIZED BUT 

UNISSUED ANTICIPATED

Ketchikan

Kodiak 

Nome 

Pelican 

Petersburg 

Seward

Skagway

Soldotr.a

Wrangell

'.--Valdez

$ 1,250,000 $

1.330.000

1,000,000

None 

None 

600,000

; 200,000

1.400.000 '

750,000

7 None.

None

None

2,000,000

58,500

5,500,000

50,000 

None 

: . None

350,000

PURPOSE

Sewer treatment 
facility

Water and sewer/streets

Schools

Port facilities

Sewage treatment facility 

School

Wa ter/s ewe r/s ewa g e 

treatment 

Dock improvement

Sewer

Water/sewer

Sewer

Pool

12,500,000 School

Other municipalities contacted but indicating no unissued bonds or anticipated 

projects are:

Bristol Bay Borough - 

Haines Borough 
Ketchikan Gateway Borough

Barrow .__________

Craig
Dillingham
Haines
Homer
Hoonah
Hydaburg

Totals of the bonds listed are:

• Authorized but unissued 

. Anticipated

Kake 

Kena i 
King Cove 
Klawock 
Kotzebue 

Nenana

Saint Mary's 

Seldovia 
Unalaska 
Yakutat

'$ 55,715,000
$ 34,703,500



M E M O R A N D U M S t a t e  o f  A l a s k a

T0: Larry Eppenback

Deputy Commissioner of Treasury 

Department of Revenue

DEPARTMENT OF COMMUNITY AND REGIONAL AFFAIRS

d a t e : December 13, 1974

FILE NO:

TELEPHONE NO:

f r o m : jaC k Chenoweth s u b j e c t .- Municipal bond bank: reported

Director /  A  authorized but unissued and

Local Government Assistance Division anticipated general obligation

bond issues.

Questionnaires directed to some 40 Alaska municipalities inquired as to 

anticipated general obligation bond issues. The information returned is 

summarised below. The Cities of Anchorage and Fairbanks, the Greater 

Anchorage Area Borough and the Fairbanks North Star Borough are excluded.

Juneau

Sitka

Kenai Peninsula 
Borough

Kodiak Island 

. Borough

Matarnjska-Susftna- 

Borough . .

North: Slope- Borough

Bethel

Cordova

AUTHORIZED BUT 

UNISSUED

$ 2,500,000

-0-

-0-

35,000

15,500,000

20,000,000 
£„9QQ,QQQ.~ 

650', 000-

50.000

50.000 

Z,650,000 -

None

1,000,000

ANTICIPATED 

$ 4,000,000 

1,000,000

PURPOSE

School

Fire facilities 

and equipment

Roads

3,500,000 Schools

None

None

None

250,000

5,500,000

Schools

Schools

Schools ....

Roads--—

Public housing 

Water/sewer 
Utilities 
Other capital 

improvements

Dock improvements

Civic center complex 

School



S t a t e m e n t  o n  H B  72 

S u b m i t t e d  b y  M o n  M . B e r r y  

E x e c u t i v e  D i r e c t o r  

A l a s k a  M u n i c i p a l  I.eague

M r .  C h a i r m a n ,  M e m b e r s  o f  t h e  C o m m i t t e e :

F o r  t h e  r e c o r d ,  I a m  i o n  M. B e r r v ,  E x e c u t i v e  D i r e c t o r  o f  t h e  

A l a s k a  M u n i c i p a l  L e a g u e ,  a n  o r g a n i z a t i o n  r e p r e s e n t i n g  c i t i e s  a n d  

b o r o u g h s  t h r o u g h o u t  A l a s k a .  O n  b e h a l f  o f  t h e  L e a g u e  m e m b e r s ,  I 

w i g h  t o  e x p r e s s  o u r  a p p r e c i a t i o n  f o r  t h i s  o p p o r t u n i t y  t o  p r e v e n t  

t e s t i m o n y  i n  s u p p o r t  o f  H B  72 a n  a c t  e s t a b l i s h i n g  t h e  M u n i c i p a l  

B o n d  B a n k  A u t h o r i t y .

T h e  L e a g u e  h a s  s p e n t  s e v e r a l  y e a r s  r e v i e w i n g  a n d  d r a f t i n g  t h e  

c o n c e p t  o f  a s s i s t n a c e  t o  l o c a l  g o v e r n m e n t s  b y  t h e  c r e a t i o n  o f  a 

f i n a n c i n g  a g e n c y  w i t h i n  t h e  S t a t e  w h i c h  c o u l d  p r o v i d e  a  v i a b l e  m e a n s  

o f  a i d i n g  t h e s e  l o c a l  g o v e r n m e n t s  t o  o v e r c o m e  m a n y  o f  t h e  h i g h  c o s t  

p r o b l e m s  i n c u r r e d  i n  t h e  c a p i t a l  m a r k e t s  a n d  w h i c h  c o u l d  a i d  c o m ­

m u n i t i e s  i n  t h e  f i n a n c i n g  o f  n e e d e d  capital, i m p r o v e m e n t s .  v,7e f e e l  

t h a n  M B  72 a s  i t  a p p e a r s  b e f o r e  t h i s  c o m m i t t e e  a d e o u a t e l v  m e e t s  

t h e s e  n e e d s .

A s  y o u  a r e  w e l l  a w a r e ,  m a n y  c o m m u n i t i e s  i n  A l a s k a  h a v e  e x ­

p e r i e n c e d  e x t r e m e  '“. i f f i c u l t y  i n  o b t a i n i n g  n e c e s s a r y  f u n d s  t o  c o n ­

s t r u c t  c i v i c  i m p r o v e m e n t  d u e  t o  e x i s t i n g  b o n d e d  i n d e b t e d n e s s  o r  

h i g h  i n t e r e s t  r a t e s .  B e c a u s e  o f  t h e  e x t r e m e  c o s t s  o f  n o r m a l  l o c a l  

g o v e r n m e n t  r e s p o n s i b i l i t i e s ,  v i t a l l y  n e e d e d  c a p i t a l  i m p r o v e m e n t s  

s u c h  a s  s t r e e t s ,  s e w e r s ,  w a t e r  s y s t e m s ,  h o s p i t a l s ,  p a r k s  a n d



r e c r e a t i o n  f a c i l i t i e s ,  p o l l u t i o n  c o n t r o l ,  l i b r a r i e s ,  e t c .  h a v e  

b e c o m e  i n f e r i o r  c l a i m a n t s  i n  t h e  c o m p e t i t i o n  f o r  t h e  l o c a l  ta>: b a s e .  

T h e r e f o r e ,  t h e  c n l v  r e c o u r s e  h a s  b e e n  t o  g o  t o  t h e  b o n d  m a r k e t  w i t h  

i t s  n e a r l y  p r o h i b i t i v e  c o s t s .  T‘7h i l e  m a n y  p l ^ n s  h a v e  b e e n  a d v a n c e d  

b y  t h e  t t . s. T r e a s u r y ,  C o n g r e s s  a n d  o t h e r s  t o  a i d  s u c h  c o m m u n i t i e s ,  

o n e  t h i n g  t h a t  a l l  p r o p o s a l s  h a v e  i n  c o m m o n  i s  t h e  p o w e r f u l  i n ­

v o l v e m e n t  o f  t h e  f e d e r a l  c r o v c r n m e n t  o n e  w a y  o r  a n o t h e r ,  " h e  L e a g u e  

b e l i e v e s  t h a t  s t a t e  i n v o l v e m e n t  i s  n o t  o n l y  m o r e  a p p r o p r i a t e  b u t  

m u c h  m o r e  b e n e f i c i a l .

" h i s  i n v o l v e m e n t  c o u l d  t a k e  t w o  c o u r s e s  - o u t r i g h t  g r a n t s  t o  

p o l i t i c a l  s u b d i v i s i o n s  f o r  c a o i t a l  i m p r o v e m e n t s  o r  t h e  c r e a t i o n  o f  

a m u n i c i p a l  a u t h o r i t y  s u c h  a s  y o u  n o w  h a v e  b e f o r e  y o u .  S i n c e  

H P  12. '•1o e s  n o t  d e a l  w i t h  o u t r i g h t  g r a n t s ,  w e  w i l l  c o n f i n e  o u r  r e ­

m a r k s  t o  t h e  b o n d  a u t h o r i t y .

U n l i k e  m o s t  s t a t e s  w i t h  t h e i r  n u m e r o u s  p o l i t i c a l  s u b d i v i s i o n s  

i s s u i n g  b o n d s  i n  l a r g e  v o l u m e ,  A l a s k a  h a s  r e l a t i v e l y  f e w  i s s u e r s ,  

wi-.h m o s t  o f  t h e  v o l u m e  i n  t h e  C i t v  a n d  n o r o u a h  o f  A n c h o r a g e ,  t h e  

C i t y  o f  F a i r b a n k s ,  t h e  Fai^. a n k s  U o r t h  S t a r  B o r o u g h , a n d ,  t o  a l e s s ­

e r  e x t a n t ,  t h e  K e n a i  P e n i n s u l a  B o r o u a h ,  t h e  C i t v  a n d  B o r o u g h  o f  

J u n e a u ,  a n d  t h e  C i t y  o f  K e t c h i k a n  a n d  K e t c h i k a n  C a t e w a y  B o r o u g h .

H o w e v e r ,  w i t h  u h e  r a n i d  i n c r e a s e  o f  e c o n o m i c  a c t i v i t v  o v e r  t h e  

n e x t  f e w  y e a r s ,  A l a s k a  m a y  a n t i c i p a t e  t h a t  i t s  s m a l l e r  c i t i e s  s u c h  

as ’’A i d e s  a n d  C o r d o v a  a n d  l e s s  o o o u l o u s  b o r o u g h s  s u c h  a s  t h e  

' i a r a n n s k a - S u s i t n a  a n d  >orth S l o o e  w i l l  b e g i n  t o  b o r r o w  o n  a 

v o l u m e  c o m p a r a b l e  t o  t h e  l a r g e r  p o p u l a t i o n  c e n t e r s .  I n  a d d i t i o n ,  

v i l l a g e s  o r  c o m m u n i t i e s  m a v  b e  e x p e c t e d  t o  i n c o r p o r a t e  o r  a t t a i n  

c o r p o r a t e  s t a t u s  p e r m i t t i n g  b o n d  i s s u a n c e ,  a n d  o t h e r  p o c k e t s  o f



g r o w t h  w i l l  d e v e l o p .  m h e s e  n e w  g r o w t h  D o c k e t s  w i l l  h a v e  c a p i t a l  

d e m a n d s ,  i n i t i a l l y  f o r  s c h o o l s  a n d  l a t e r  f o r  o t h e r  m u n i c i p a l  

p u r p o s e s .

A l a s k a  m a y  e x p e c t  t h e n  o v e r  t h e  n e x t  f e w  v e a r s  a  n u m b e r  o f  

p o t e n t i a l  b o n d  i s s u e r s  w h o  h a v e  n e v e r  a p p r o a c h e d  t h e  m u n i c i p a l  

b o n d  m a r k e t .  M a n v  o f  t h e s e  w i l l  o b v i o u s l y  b e  u n r a t e d  o n  t h e i r  

i n i t i a l  f i n a n c i n g s .  T h u s ,  s o m e  o f  t h e  l o c a l  i s s u e s  w i l l  n o t  g a i n  

n e a r l y  t h e  i n v e s t o r  a t t e n t i o n  t h e y  m i g h t  d e s e r v e  b e c a u s e  o f  t h e  

d i f f i c u l t y  o f  a n a l y s i n g  t h e  c r e d i t  o f  a n o w  m u n i c i p a l i t y  o r  a 

m u n i c i p a l i t y  w h i c h  h a s  n o t  h e r e t o f o r e  b o r r o w e d .  P a r t i c u l a r  e c o n o m i c ,  

p o l i t i c a l  o r  s o c i a l  p r o b l e m s  m i g h t  b e  p r e s e n t  i n  a g i v e n  s i t u a t i o n  

w h i c h  w o u l d  p r e c l u d e  a n y  r e a s o n a b l e  e x p e c t a t i o n  o f  o b t a i n i n g  f u n d s  

b y  b o r r o w i n g .  L o c a l  o f f i c i a l s  i n  m a n v  o f  t h e s e  b u d d i n g  c o m m u n i t i e s  

m a y  f i n d  t h a t  r e a d y i n g  a n  i s s u e  f o r  m a r k e t  i s  b e y o n d  t h o i r  

o a p a b i l i t i e s  b e c a u s e  o f  i n e x p e r i e n c e .

A M u n i c i p a l  Bon'-1 B a n k  . A u t h o r i t y ,  s u c h  a s  e n v i s i o n e d  i n  H P  7 2 ,  

c o u l d  b e  o f  i m m e a s u r a b l e  h e l p  t o  f i r s t  t i m e  b o r r o w e r s  i f  o n l v  

v>cc?.use o f  t h e  a d v i c e  i t  c o u l d  r e n d e r  o n  t h e  t e c h n i q u e s  o f  p r e r  i n .7 

b o n d s  f o r  m a r k e t .

l . i  a d d i t i o n ,  t h e  c o n c e p t  o f  p a c k a g i n g  a  n u m b e r  o f  i s s u e s  

f r o m  n e w  o r  s m a l l e r  m u n i c i p a l i t i e s  i n  e f f e c t  r e c f f o r e d  t h r o u g h  t h e  

n e w  u n i f o r m  s e c u r i t y  o f  t h e  M u n i c i p a l  B o n d  B a n k  A u t h o r i t y  c o u l d  

b e  o f  g r e a t  h e l p  i n  l o c a l  d e n t  m a n a g e m e n t ,  ^ h e  p r i m a r v  a n a l y s i s  

o f  t h e  l o c a l  b o n d  s e c u r i t y  c o u l d  b e  u n d e r t a k e n  b y  t h e  B o n d  A u t h o r i t y  

a n d  t h e  b u r d e n  r e l i e v e d  f r o m  o u t s i d e  m u n i c i p a l  b o n d  p u r c h a s e r s .

I t  m a y  b e  e x p e c t e d  t h a t  t h e  M u n i c i p a l  B o n d  A u t h o r i t y  o p e r a t i o n  

c o u l d  r e s u l t  i n  i n t e r e s t  c o s t  s a v i n g s  t o  t h e  s m a l l e r  m u n i c i p a l i t i e s



s i n c e  t h e  u n i f o r m  s e c u r i t y  it o f f e r s  t o  b o n d  h o l d e r s  w o u l d  o b v i a t e  

t h e  d i f f i c u l t  i s s u o - b y - i s s u e  b o n d  a n a l y s i s  n o w  n e c e s s a r y  a n d  b e c a u s e  

t h e  S t a t e ,  a l t h o u g h  n o t  l e g a l l y  o b l i g a t e d  t o  s u p p o r t  t h e  b o n d s  

w o u l d  b e  c o n s i d e r e d  t o  b e  i n v o l v e d ,  n e v e r t h e l e s s ,  i n  a s s u r i n g  i t s  

s u c c e s s f u l  o p e r a t i o n .  T h e s e  o b v i o u s  a d v a n t a g e s  w o u l d  a l s o  a c c r u e  

t o  t h e  l a r g e r  a n d  m o r e  e x p e r i e n c e d  m u n i c i p a l i t i e s  i f  t h e y  c h o s e ,  

u n d e r  t h e  h a r m s  o f  F.3 72 t o  i s s u e  t h e i r  b o n d s  t h r o u g h  t h e  A u t h o r i t y  

r a t h e r  t h a n  c n  t h e  p u b l i c  m a r k e t .

A n  a d d i t i o n a l  f e a t u r e  o f  t h e  M u n i c i p a l  B o n d  A u t h o r i t y ,  a v a i l ­

a b l e  t o  a l l  A l a s k a n  C o m m u n i t i e s ,  i s  t h e  f a c t  t h a t  i t  w o u l d  h e l p  

p r o v i d e  a c o n t i n u i n g  s t a f f  t o  a s s i s t  i n  l o c a l  f i n a n c e  o p e r a t i o n s .

I t  i s  r e a l i s t i c  t o  a s s u m e  t h a t ,  w i t h  a s p e c i f i c  b o n d  p u r c h a s e  a n d  

m a r k e t i n g  f u n c t i o n  a s s i g n e d  t o t h e  A u t h o r i t y ,  p r o g r e s s  could, b e  

m a d e  f o r  t h e  f i r s t  t i m e  i n  s e c u r i n g  a n d  k e e p i n g  c u r r e n t  a u n i f o r m  

a c c o u n t i n g  a n d  i n f o r m a t i o n  s y s t e m  f r o m  m u n i c i p a l i t i e s  - t h e  lack, 

o f  w h i c h  h a s  h e r e t o f o r e  proved, a p r o b l e m  t o  o u r  local, g o - e m i n e n t  

o p e r a t i o n  i n  A l a s k a .

m i m s , i t  is o b v i o u s  t h a t  t h e  M u n i c i p a l  B o n d  Bank. A u t h o r i t y  as 

e s t a b l i s h e d  b y  H B  77. o f f e r s  m u c h  m o r e  f a r - r o a c h i n a  a s s i s t a n c e  t o  

l o c a l  g o v e r n m e n t s  t h a n  j u s t  t h e  c a p a b i l i t y  o f  s e c u r i n g  l o w e r  

i n t e r e s t  r a t e s  o n  l o c a l  b o n d  i s s u e s .  I t  n r o v i d . e s  t h e  e s s e n t i a l  t o o l s  

w h i c h  m i c h t  e v e n t u a l l y  e n a b l e  e a c h  c o m m u n i t y  t o  a t t r a c t  i n v e s t o r  

i n t e r e s t  o n  i t s  o w n .  I t  c o u l d  a s s i s t  i n  d e v e l o p i n g  f i n a n c i a l  

s t a b i l i t y  i n  l o c a l  g o v e r n m e n t s  w h i c h  i n  t u r n  w o u l d  e n h a n c e  t h e  

c r e d i t  o f  t h e  S t a t e  a t  a l l  l e v e l s .

T h e  L e a g u e  r e a l i z e s  t h e  t r e m e n d o u s  r e s p o n s i b i l i t y  w i t h  

w h i c h  t h e  C o m m i t t e e  h a s  b e e n  c h a r g e d .  Y o u r  d e c i s i o n s  h e r e  w i l l



h a v e  a l a s t d n q  e f f e c t  o n  A l a s k a  a n d  i t s  c i t i z e n s  f o r  v e a r s  t o  c o m e .  

S o  t o o  w i l l  t h e  d e c i s i o n s  o f  l o c a l  g o v e r n m e n t  a s  t h e y  p l a n  v i t a l l y  

n e e d e d  c a p i t a l  i m p r o v e m e n t s  n o t  o n l v  f o r  t h e  p r e s e n t  b u t  f o r  t h e  

g e n e r a t i o n  o f  A l a s k a n s  w h o  w i l l  r e q u i r e  a n d  u t i l i z e  t h e s e  f a c i l i t i e s  

i n  t h e  f u t u r e .  T,Te  s i n c e r e l y  f o c i  t h a t  a n  i n v e s t m e n t  n o w  i n  t h e  

s c h o o l s ,  h o s p i t a l s ,  r o a d s ,  e n v i r o n m e n t a l  p o l l u t i o n  c o n t r o l  

f a c i l i t i e s  o f  t h e  f u t u r e  w o u l d  b e  a w i s e  a n d  j u d i c i o u s  i n v e s t m e n t  

o f  t h e  S t a t e ' s  r e s o u r c e s  t o  a s s u r e  i t s  c o n t i n u e d  g r o w t h  a n d  t h e  

d e v e l o p m e n t  o f  i t s  b r i g h t  p r o s p e c t s  i n  t h e  d e c a d e s  t o  c o m e .

I n  c o n c l u s i o n ,  I w i s h  t o  e x p r e s s  t h e  t h a n k s  a n d  a p p r e c i a t i o n  

o f  t h e  e n t i r e  A l a s k a  M u n i c i p a l  L e a g u e  f o r  t h e  o p p o r t u n i t y  t o  p j . c o w t  

t h i s  s t a t e m e n t  o f  s t r o n g  s u p p o r t  o f  s t r o n g  s u p p o r t  o f  H B  72. r,7e 

a r c  a n z i o u s  t o  a s s i s t  y o u  i n  y o u r  i m p o r t a n t  t a s k  a n d  s t a n d  r e a d y  

t o  h e ] r> y o u  i n  e v e r y  w a y  p o s s i b l e .

T h a n k  v o u  v e r y  m u c h .

R e s p e c t f u l l y  s u b m i t t e d ,

P o n  fi. B e r r y

E x e c u t i v e  D i r e c t o r

n-TP/jf



SB 179 - California State Bond B a n k  .

The chief argument m a d e  for a state bond bank is that it will 

lower the interest costs of s m a ller issuers and, in times of restricted 

credit, increase the supply of funds for their borrowings. Nationally, 

the bonds of smaller issuers usually face investor r e s istance because 

these issuers often have limited economic bases, limited l o n g - t e r m  debt 

man a g e m e n t  and debt planning, a nd/or because their names are not w i d e l y  

k n o w n  in the market. In addition, these issuers typically have small 

offerings. The larger buyers, however, commonly w a n t  large amounts

•

from relatively few issuers, not only because they have large sums to 

place at one time but, too, b e c a u s e  it reduces their anal y z i n g  and h a n d l­

ing  costs. In the case of bond dealers, the purchase of larger blocks 

lowers selling expenses and the b o r r o w i n g  costs of h o l ding a bond i n­

ventory. Moreover, many small issuers are ineligible by law for trust 

and institutional investment b e c a u s e  they lack a s u f ficiently high credit 

r ating from a national rating bureau, are not rated, fall be l o w  a m i n i m u m

population, cannot be used to c o l l a t e r a l i z e  public deposits, etc. Further, 

*

some of the smaller issue’rs hand i c a p  themselves b y  an inadequate p r e s e n t a­

tion of their community and its bond proposals or by insi s t i n g  on unusual 

b i d d i n g  terms. The result is that higher rates and s w eetened yields are 

n e cessary to attract investors.

Fortunately, smaller issuers in California have consistently 

fared better than comparable issuers in the rest of the nation. Indeed, 

their bonds have often sold as w e l l  as bonds in other states that enjoyed 

higher ratings and greater familiarity in the max*ket. This is explained 

by the fact that California is v i r t u a l l y  unique in h aving a well developed 

local market for local issuers. B y  reason of the State's large population



and high personal income, a s o p h i s t i c a t e d  financial str u c t u r e  has evolved 

including several ma j o r  dealer banks and an extensive b roker dealer n e t­

work. These institutions trade heavily in all types of C a l i fornia issues 

partly b e c a u s e  the market for large, n a t i o n a l l y  kn o w n  issues from other 

states has centered in New Y o r k  Cit y  for decades, but a l s o  b e c a u s e  these 

institutions are bound up w i t h  the future of California. The c o n s t r u c­

tion of schools, sewer and w a t e r  systems, and civic centers, for example, 

is not only part of the State's econ o m i c  growth, but is also crucial' to 

economic growth in the future. N o t  surprisingly, n e arly all California 

issuers of oven marginal c r e d i tworthiness hav e  been able to m a r k e t  their 

bonds at reasonable rates.

I
T h e  bond bank proposed in SB 179 is not only u n n e c e s s a r y  in*

California, but it wo u l d  bring gr a v e  disadvantages to our smaller issuers

SB 179 is copied after the bill that established a bond bank for the

State of Vermont, except that it lacks even a n  implicit moral guarantee

o f  the state that the Vermont bill provides. Without such backing, the

bank's debt will not bo rated by M o o dy's as a m atter of policy, thus 

*

lowering the appeal of the bank's offerings. Moreover, the m a r k e t  will 

price the bank's offerings to com p e n s a t e  for the fact that they w i l l  r e­

present, as it were, a fixed r e t u r n  mutual fund in the Cal i f o r n i a  bonds 

w i t h  lowest creditworthiness and m a r k e t ability. Rather than s e l ling at 

the average of the bonds securing the bank's debt, as m i g h t  s e e m  to be 

the case at first glance, the bank's offerings wi l l  sell nearer the 

level of the weakest links in the chain. For the m arket exacts a price 

for lacking any control over wha t  risks the ban k  wi l l  assume. In our 

judgment, this means the b a n k ’s debt wil l  probably trade at the level



of the bonds at the lower end of Moody's "Baa" category. Currently, this 

is about 80 basis points above the level o f  the general obligation bonds 

of t h e  State of California.

On the other hand, m o r a l  b a c k i n g  of the bank's debt by the 

State wo u l d  tend to impair the State's credit s t a n d i n g  and is almost 

certain to lead to severe conflicts b e t w e e n  State and local bonding
\

priorities, conflicts from w h i c h  the State can be expected to emerge 

‘the victor. W i t h  state backing, bonds of a California muni c i p a l  bond 

bank w o u l d  probably be rated "A" by M o o d y  and trade at slightly above 

"Baa" levels - or some 50 basis points ab o v e  state general obligations.

The bond bank proposed in SB 179 wi l l  cost the communities 

that p articipate through higher interest rates and could me a n  substantial 

losses for those selling the o u t s t a n d i n g  bonds of these issuers.

The California bond d ealer n e t w o r k  w o u l d  b e  effectively d e s t r o y­

ed by this bank. La r g e  buyers can be expected to w i n  most bids on the 

bank's offerings, leaving our bo n d  dealers to survive on a limited b u s i­

ness in nationally k n o w n  issues and in 1911 and 1915 Act bonds.
• «

Additionally, the bill provides that the bond bank is to ration 

its funds on the basis of "need". W i t h  the drastic curtailment of the 

bond m a r k e t  w i thin California, our smaller issuers w i l l  be increasingly

dependent upon the bank ---  and local priorities will be increasingly

under State control.

Finally, the bond ban k  wil l  obviously not atone for any lack of

/
sound financial and acc o u n t i n g  advice. Rather, for the first time, the

communities w i t h  the greatest problems* in these areas will drive up the

'  f  ^  f '- / *  V , ~ v*
borr o w i n g  costs of o thers. " \  • • ( <  \ V  r L l j  / ' ■ "  f r  ‘  ‘ 7 ;  •  i ^

It mus t  be conceded that the bond ban k  will spare the communi-



tics involved from such costs as p r e p a r i n g  a prospectus, a d v e r t i s i n g

• * m
for sales, prin t i n g  bonds, etc. Yet the savings w o u l d  b e ^ b y  the costs 

of d o c u m e n t i n g  need to the bond bank, and in higher b o r r o w i n g  costs.

In summary, the smaller issuers of C a l i fornia wi l l  not benefit 

fro m  a bond bank; indeed, they wil l  pay a high price for this approach. 

The e x tensive bond dealer n e t work in the S t a t e  wi l l  be lost. Perhaps 

the greatest cost is an intangible one, the e r o s i o n  of local control 

-o v e r  local capital improvements.

BANV. I N V E S T M E N T  SECURITIES D I V I S I O N  

Portfolio &  R e s e a r c h  Group 

M a r c h  14, 1972



J anua ry  2 4 ,  1975

T h e  h o n o r a b l e  M i k e  D r a d n e r  

S p e a k e r  o f  t h e  h o u s e  

A l a s k a  S t a t e  L e g i s l a t u r e  

J u n e a u ,  A l a s k a  9 9 3 1 1

D e a r  M r .  S p e a k e r :

P u r s u a n t  t o  t h e  U n i f o r m  R u l e s  o f  t h e  L e g i s l a t u r e ,  I a m  

t r a n s m i t t i n g  t h e  a t t a c h e d  b i l l  c r e a t i n g  a  M u n i c i p a l  B o n d  

BanJc A u t h o r i t y  w h i c h  i s  i n t e n d e d  t o  o p e n  a  n e w  a v e n u e  o f  

f i n a n c i n g  t o  m a n y  o f  o u r  S t a t e ' s  s m a l l e r  c o m m u n i t i e s .

A t  t h e  p r e s e n t  t i m e  t h e s e  c o m m u n i t i e s ,  w h i l e  e c o n o m i c a l l y  

c a p a b l e  o f  i s s u i n g  c r e d i t w o r t h y  d e b t  i n s t r u m e n t s , a r e  n o t  

a b l e  t o  i s s u e  m a r k e t a b l e  b o n d s  o r  n o t e s .  T h e r e  a r e  a  

n u m b e r  o f  r e a s o n s  f o r  t h i s  s i t u a t i o n .  S o m e  m a y  n e v e r  

h a v e  i s s u e d  b o n d s  o r  n o t e s  b e f o r e .  S o m e  m a y  h a v e  v e r y  

l i t t l e  o u t s t a n d i n g  d e b t .  S o m e  m a y  n o t  d e s i r e  t o  i s s u e  

d e b t  i n  a m o u n t s  l a r g e  e n o u g h  t o  m a k e  i t  e c o n o m i c a l l y  

f e a s i b l e  t o  m a r k e t  t h e  b o n d s  o r  n o t e s .  O t h e r s  m a y  b e  

a b l e  t o  u s e  t h i s  m e t h o d  o f  f i n a n c i n g  b u t  o n l y  b y  p a y i n g  

v e r y  h i g h  i n t e r e s t  r a t e s .  T h e  m u n i c i p a l  b o n d  b a n k  w e  

i n t e n d  t o  c r e a t e  w o u l d  e l i m i n a t e  t h e s e  p r o b l e m s  b y  s e l l i n g  

i t s  o v "  b o n d s  i n  t h e  m a j o r  c a p i t a l  m a r k e t s  a n d  i n  t u r n  

u s i n g  'c.ie p r o c e e d s  t o  p u r c h a s e  t h e  b o n d s  o f  m u n i c i p a l i t i e s  

w i t h i n  A l a s k a .

T h e  S t a t e ' s  f i n a n c i a l  c o m m i t m e n t  w i l l  b e  h e l d  t o  a  m i n i m u m .  

T h e  b i l l  w o u l d  p e r m i t  t h e  m u n i c i p a l  b o n d  b a n k  t o  i s s u e  u p  

t o  $ 1 5 0  m i l l i o n  i n  b o n d s .  T h e  m o n e y  r e q u i r e d  t o  s e r v i c e  

t h e  b o n d s  w i l l  b e  p r o v i d e d  b y  t h e  p a y m e n t s  o f  t h e  m u n i c i ­

p a l i t i e s  w h o s e  b o n d s  h a v e  b e e n  p u r c h a s e d  b y  t h e  M u n i c i p a l  

B o n d  B a n k  A u t h o r i t y .  I n  o r d e r  t o  i n s u r e  t h a t  t h e  b o n d s  

o f  t h e  M u n i c i p a l  B o n d  B a n k  A u t h o r i t y  c a n  b e  s o l d  a t  a  

r e a s o n a b l e  i n t e r e s t  r a t e ,  t h e  b i l l  w i l l  c r e a t e  a  r e s e r v e  

f u n d  w h i c h  c a n  b e  u s e d  t o  p a y  t h e  b o n d  p a y m e n t s  i n  t h o  
e v e n t  t h a t  d e f a u l t s  o n  t h e  p a r t  o f  m u n i c i p a l i t i e s  r e d u c e  

t h e  M u n i c i p a l  B o n d  B a n k  A u t h o r i t y ’s c a s h  f l o w  b e l o w  t h e  

l e v e l  n e e d e d  t o  s e r v i c e  i t s  o w n  b o n d s .  T h e  State- w i l l  n o t  

p l e d g e  i t s  o w n  c r e d i t  t o  t h e  p a y m e n t  o f  t h e  b o n d s  o f  t h e



M u n i c i p a l  B o n d  D a n k  A u t h o r i t y  b u t  w i l l  i n s t e a d  t a k e  u p  a  

m o r a l  o b l i g a t i o n  t o  k e e p  t h e  r e s e r v e  f u n d  a t  a l e v e l  

s u f f i c i e n t  t o  i n s u r e  t h a t  t h e  M u n i c i p a l  B o n d  B a n k  A u t h o r i t y  

w i l l  b e  a b l e  t o  s e r v i c e  i t s  o w n  b o n d s .

T h e  f i n a n c i n g  w i l l  b e  a v a i l a b l e  t o  a l l  c r e d i t w o r t h y  

m u n i c i p a l i t i e s ,  b u t  t h e  p r e f e r r e d  p u r p o s e s  f o r  w h i c h  t h e  

b o n d s  w i l l  b e  p u r c h a s e d  a r e :  s c h o o l s ,  w a s t e  a n d  w a t e r

t r e a t m e n t  f a c i l i t i e s ,  f i r e  p r o t e c t i o n  a n d  p u b l i c  s a f e t y  

f a c i l i t i e s ,  p u b l i c  h e a l t h  f a c i l i t i e s ,  a n d  p u b l i c  

t r a n s p o r t a t i o n  f a c i l i t i e s .

T h e  b o n d  b a n k  a u t h o r i t y  w i l l  h a v e  f i v e  d i r e c t o r s :  t h e

c o m m i s s i o n e r  o f  r e v e n u e ,  t h e  c o m m i s s i o n e r  o f  c o m m u n i t y  

a n d  r e g i o n a l  a f f a i r s  a n d  t h r e e  d i r e c t o r s  a p p o i n t e d  b y  t h e  

g o v e r n o r .  I n  a d d i t i o n ,  t h e r e  w i l l  b e  a  p e r m a n e n t  e x e c u t i v e  

s e c r e t a r y  a n d  o t h e r  s t a f f  a s  n e c e s s a r y .  T h e  D e p a r t m e n t  o f  

L a w  w i l l  p r o v i d e  l e g a l  a d v i c e ,  e x c e p t  t h a t  t h e  b o n d  b a n k  

a u t h o r i t y  w i l l  h a v e  t h e  p o w e r  t o  h i r e  o u t s i d e  b o n d  c o u n s e l  

a n d  s u c h  o t h e r  e x p e r t s  o r  c o n s u l t a n t s  a s  i t  f i n d s  n e c e s s a r y

T h e  b o n d  b a n k  a u t h o r i t y  w i l l  i n  a 1.1 r e s p e c t s  h a v e  a n  

i n d e p e n d e n t  e x i s t e n c e .  I t s  b o n d s  v . n o t e s  w i l l  b e  f u l l y  

n e g o t i a b l e  a n d  w i l l  b e  v a l i d  i n v e s t m e n t s  f o r  f i n a n c i a l  

i n s t i t u t i o n s  a n d  i n s u r a n c e  c o m p a n i e s .  T h e  p r o p e r t y  o f  

t h e  a u t h o r i t y  w i l l  b e  e x e m p t  f r o m  t a x a t i o n .

S i n c e r e l y ,

J a y  S . H a m m o n d  

G o v e r n o r
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F e b r u a r y  27, 1975

T r e a s u r e r  

City of Dillingham 

P . O .  B o x  191 

Dillingham, A l a s k a  99576

Re: B o n d  Paid A g e n c i e s

Gentlemen:

In recent m o n t h s  w e  in the Trust D e p a r t m e n t  of the National B a n k  of 

A l a s k a  h a v e  b e e n  forced to reevaluate o u r  b o n d  p a y i n g  a g e n c y  accounts.

A s  a result of o u r  reevaluation the m a n a g e m e n t  of the b a n k  h a s  decided 

that it w o u l d  not b e  feasible for us to accept a n y  m o r e  busi n e s s  of this 

t y p e .

Let m e  assure that the decision w a s  r e a c h e d  only after careful consideration. 

A s  y o u  m a y  well imagine, of p r i m a r y  c o n c e r n  to the b a n k  is its relationship 

with the municipalities throughout the state a n d  the desire o n  the part 

of the b a n k  to see n e e d e d  services provided locally. W h a t  h a s  b e c o m e  

increasingly evident, h o w e v e r ,  is the fact that b e c a u s e  of the low v o l u m e  

a n d  the resulting hig h  unit costs w c  cannot continue to b r i n g  these services 

to y o u  o n  a competitive basis. Rather than a sk y o u  to p a y  w h a t  w e  

w o u l d  consider excessive fees, the b a n k  has d e c ided to curtail its activity 

in this area.

In the future, w e  a sk that y o u  do not consider the National B a n k  of A l a s k a  

for p a y i n g  agent or c o - p a y i n g  agent on a n y  b o n d s  y o u  m a y  issue. W e  

regret that w e  h a v e  found it necessary to m a k e  this request a n d  henceforth 

will decline a n y  appointments as b o n d  p a y i n g  agents, or c o - p u y i n g  agents.

Y o u r s  v e r y  truly,

Jerry H. Rigler, J.D.

Vice President a n d  Trust Officer

O F F I C E S  S T A T E W I D E
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F e b r u a r y  27, 1975 /

T r e a s u r e r

City of Dillingham

P . O .  B o x  191 

Dillingham, A l a s k a  99576

Re: B o n d  Paid A g e n c i e s

Gentlemen:

In recent m o n t h s  w e  in the T r u s t  D e p a r t m e n t  of the National B a n k  of 

Alaska i T h W  b e e n  forced to reevaluate o u r  b o n d  p a y i n g  a g e n c y  accounts.

A s  a result of our reevaluation the m a n a g e m e n t  of the b a n k  has decided 

that it w o u l d  not b e  feasible for u s  to accept a n y  m o r e  b u s i n e s s  of this 

t y p e .

Let m e  assure that the decision w a s  r e a c h e d  only after careful consideration. 

A s  y o u  m a y  well imagine, of p r i m a r y  c o n c e r n  to the b a n k  is its relationship 

with the municipalities throughout the state a n d  the desire o n  the part 

of the b a n k  to see n e e d e d  services p r o v i d e d  locally. W h a t  h as b e c o m e  

increasingly evident, h o w e v e r ,  is the fact that b e c a u s e  of the low v o l u m e  

a n d  the resulting h i g h  unit costs w e  cannot continue to b r i n g  these services 

to y o u  o n  a competitive basis. Rather than a sk y o u  to p a y  w h a t  w e  

w o u l d  consider excessive fees, the b a n k  has d e c ided to curtail its activity 

in this area.

In the future, w e  a s k  that y o u  do not consider the National B a n k  of A l aska 

for p a y i n g  agent or c o - p a y i n g  agent on a n y  b o n d s  y o u  m a y  issue. W e  

regret that w e  h a v e  found it n e c e s s a r y  to m a k e  this request a n d  henceforth 

will decline a n y  appointments as b o n d  p a y i n g  agents, or c o - p a y i n g  agents.

Y o u r s  v e r y  truly,

Jerry H .  Riglcr, J.D.

Vice President a n d  Tr u s t  Officer

O F F I C E S  S T A T E W I D E



D E P A R T M E N T  O F  R E V E N U E

OFFICE OF THE COMMISSIONER / POUCH S — JUNEAU 99801

M a r c h  5, 1 9 7 5

T h e  H o n o r a b l e  H u g h  M a l o n e  

C h a i r m a n  H o u s e  F i n a n c e  C o m m i t t e e  

A l a s k a  S t a t e  L e g i s l a t u r e  

S t a t e  C a p i t o l  

J u n e a u ,  A K  9 9 8 0 1

D e a r  M r .  M a l o n e :

H o u s e  B i l l  N o .  72 c r e a t i n g  t h e  A l a s k a  M u n i c i p a l  B o n d  B a n k  

A u t h o r i t y  w a s  r e f e r r e d  t o  t h e  H o u s e  F i n a n c e  C o m m i t t e e  o n  

F e b r u a r y  2 6 ,  1 9 7 5  w i t h  t w o  a m e n d m e n t s  m a d e  b y  t h e  H o u s e  

C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  C o m m i t t e e  t h a t  a p p e a r  o n  

p a g e s  2 9 1  a n d  2 9 2  o f  t h e  H o u s e  J o u r n a l  o f  F e b r u a r y  2 6 ,  1 9 7 5 .

I a m  e n c l o s i n g  a  c o p y  o f  a  l e t t e r  d a t e d  M a r c h  3, 1 9 7 5  f r o m  

E r i c  E. W o h l f o r t h  o f  W o h l f o r t h  S F l i n t  t o  C o m m i s s i o n e r  

S t e r l i n g  G a l l a g h e r  c a l l i n g  a t t e n t i o n  t o  o n e  f u r t h e r  a m e n d ­

m e n t  t h a t  i s  n e c e s s a r y  f r o m  a l e g a l  s t a n d p o i n t .  M r .  W o h l f o r t h  

is  e m p l o y e d  a s  t h e  S t a t e ' s  B o n d  C o u n s e l  j o i n t l y  w i t h  t h e  f i r m  

o f  O r r i c k ,  H e r r i n g t o n ,  R o w l e y  6 S u t c l i f f e .

T h e  n e c e s s a r y  a m e n d m e n t  a s  i n d i c a t e d  i n  M r .  W o h l f o r t h ' s  

l e t t e r  i s  t o  d e l e t e  t h e  w o r d  s h a l l  t h a t  a p p e a r s  a s  t h e  f i r s t  

w o r d  o n  l i n e  1 o f  p a g e  22 o f  t h e  b i l l  a n d  r e p l a c e  i t  w i t h  

t h e  w o r d  m a y .

M r .  W o h l f o r t h  a d v i s e s  b y  a t e l e p h o n e  c o n v e r s a t i o n  w i t h  t h e  

w r i t e r  t h a t  r e c e n t  c o u r t  c a s e s  c o n c e r n i n g  t h e  s u b j e c t  n e c e s s ­

i t a t e  t h e  a b o v e  d e s c r i b e d  a m e n d m e n t .

R D S : n s

c c  S t e r l i n g  G a l l a g h e r  

C o m m i s s i o n e r  

D e p a r t m e n t  o f  R e v e n u e

E r i c  E. W o h l f o r t h  

W o h l f o r t h  S F l i n t  

6 4 5  G S t r e e t  

A n c h o r a g e ,  A K  9 9 5 0 1

I n  r e  H o u s e  B i l l  N o .  72

R e s p e c t f u l l y  y o u r

R. D. S t e v e n s o n  

S p e c i a l  A s s i s t a n t



LAW OFFICES

W o h l f o r t h  a  F l i n t

ERIC E. WOHLFORTH 
R03ERT D. FLINT

645 G STREET
anchorage:, alaska 9 9 5 0 1

T e l e p h o n e

PEA C C O E  507 

272-9-439

M a r c h  3, 1 9 7 5

C o m m i s s i o n e r  S t e r l i n g  G a l l a g h e r  

D e p a r t m e n t  o f  R e v e n u e  

P o u c h  S

J u n e a u ,  A l a s k a  9 9 8 0 1

D e a r  C o m m i s s i o n e r  G a l l a g h e r :

B o b  S t e v e n s o n  s e n t  m e  a  c o p y  o f  H o u s e  J o u r n a l

p a g e s  2 9 1  a n d  2 9 2  f o r  F e b r u a r y  2 6 ,  1 9 7 5 ,  i n  w h i c h  t h e  

H o u s e  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  C o m m i t t e e  a m e n d s  H B  

7 2  a n d  7 3  i n  a c c o r d a n c e  w i t h  t h e  d r a f t  a m e n d m e n t s  s u b m i t t e d  

t o  t h e  C o m m i t t e e  o n  F e b r u a r y  2 1 ,  w i t h  o n e  m i n o r  c l e r i c a l  o v e r ­

s i g h t .  T h e  C o m m i t t e e  f a i l e d  t o  a m e n d  t h e  w o r d  s h a l l  a p p e a r i n g  

i n  l i n e  o n e  o n  p a g e  22 t o  m a y  a s  w a s  s u g g e s t e d  a n d  a s  i s  

n e c e s s a r y .  H o p e f u l l y ,  t h i s  a m e n d m e n t  c a n  b e  m a d e  b y  t h e  

H o u s e  F i n a n c e  C o m m i t t e e  a s  p a r t  o f  t h e i r  C o m m i t t e e  r e p o r t  

a p p r o v i n g  t h e  b i l l .

V e r y  t r u l y  y o u r s

E E W / a m

c c :  R .  D .  S t e v e n s o n ,  D e p a r t m e n t  o f  R e v e n u e

D e p u t y  C o m m i s s i o n e r  - I n v e s t m e n t s  

L a w r e n c e  E p p e n b a c h
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[shall} be approp r i a t e d  and paid to the bond bank authority d u r i n g  the 

then c u r r e n t  state fiscal year. Nothing in this subsection creates a 

debt o r  liability of the state.

(h) All amounts r e c e i v e d  on account of money a p p ropriated to the 

r e s e r v e  fund referred to in (a)(3) of this section shall be h e l d  and 

a p p l i e d  in accordance with (b) of this section; however, at the end of 

eac h  f iscal year any amount r e p r e s e n t i n g  earnings or income r e c e i v e d  

o n  a c c o u n t  of m o n e y  a p p r o p r i a t e d  to the reserve fund shall be trans­

fer r e d  to the general fund.

Sec. 44.58.290. A D D I T I O N A L  FUNDS AND ACCOUNTS. T he bond bank 

a u t h o r i t y  may est a b l i s h  a d d itional reserves or other funds or accounts 

as m a y  be, in its discretion, necessary, desirable, or convenient to 

f u r t h e r  the a c c o m p l i s h m e n t  of its purposes or to comply with the 

p r o v i s i o n s  of any of its agreements or resolutions.

Sec. 44.58.300. A P P L I C A T I O N  OF FUNDS. M o n e y  or Investments in a 

fund o r  a c c ount of the bond b a n k  authority established or held for 

bonds, notes, indeb t e d n e s s  or l iability to be paid, funded, or refunded 

by i s s u a n c e  o f  bonds or notes, unless the r e s o l u t i o n  a u t h o r i z i n g  the 

bonds or notes prov i d e s  otherwise, shall be applied to the payment or 

r e t i r e m e n t  of the bonds, notes, indebtedness or liability, and to no 

o t h e r  p u r p o s e .

Sec. 44.58.310. RIGHTS OF HOLDERS PARAMOUNT. In order to carry 

out its p u r p o s e  under this c h a p t e r  of m a k i n g  loans to muni c i p a l i t i e s  

by p u r c h a s e  of the m u n i c i p a l  bonds of those muni c i p a l i t i e s  and by 

r e c e i p t  of its income fro m  service charges and from payments of interest 

on the m a t u r i n g  p r i n c i p a l  of muni c i p a l  bonds pur c h a s e d  and held by it, 

and in o r d e r  to produce reve n u e s  or income to the bond b a n k  authority 

s u f f i c i e n t  at all times to meet its costs and expenses of operation 

72
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P E R M A N E N T / T E M P O R A R Y • /  ... . j. y  J J i / ____L j .
M A N  M O N T H S  ( P . / T . j /  __ 3 / 1 3 / . x J 3 /  1 3 /

I I I .  A N A L Y S I S  ( S e e  F i s c a l .  N o t e  P r e p a r a t i o n  I n s t r u c t i o n s ,  S e c t i o n  I I I )  

. See attached analysis

I V .  A T T A C H M E N T S

D A T E : April 12, 1975 P R E P A R E D  B Y :

O r i g i n a l : 

c c :

L e g i s l a t i v e  F i n a n c e  

B u d g e t  a n d  M a n a g e m e n t
P r i m e  S p o n s o r  ( F i r s t  L e g i s l a t o r  N a m e u }  

Senator Bill Ray



Personnel Services:

ANALYSIS

Executive Secretary: Range 25: 3 months salary @ 2,518 mo = $7,824

plus 18% benefits for 3 months 1,408
$9,232

Travel:

Bond Bank Authority Travel : 12 trips x 5 directors x 5 days per trip,
$2.6 perdiem + 2.4 travel = 5,000

Executive Director Travel: 5 trips x 5 days per trip,

$1.1 perdiem + 1 . 0  travel = 2,100

Contractual:

Surety Bonding 500
Bond Counsel and Financial Advisors 55,000
Communications (postage, phones, forms, etc.) 5,000
Misc. Contractual 3,000
Annual Audit and Annual Report 7,500

Inter-agency Services:

Central Duplicating and Service for the 
Authority by State Agencies 8,000

Commodities 500

Equipment: For new positions: Desks, chairs & calculators 1,200



Fiscal Anaylsis -- HB 72 aim in House Finance

Sec. 44.58.0S0 (page 4, line 16) requires that "all costs of surety bonds shall 
be borne by the authority."

Sec. 44.58.060 (page 4, line 27) states that "the authority shall reimburse its 
directors for actual expenses."

Sec. 44.58.070 (page 5, line 5) provides for the mandatory employment of an
"executive secretary" who is in the classified service. Permission is also given
for the authority to engage services of "bond counsel, consultants, experts and 
financial advisors."

Sec. 44.58.110 (page 8, line 29) requires the production of an annual report and 
audit.

Sec. 44.58.170 (page 9, line 9) requires an annual budget be filed which is subject
to the Executive Budget Act (AS 37.09).

Sec. 44.58.390 (page 26, line 8) provides that "all expenses incurred in carrying 
out this chapter are payable solely from revenue or funds appropriated under this 
chapter."

Sec. 44.58.400 (page 26, line 13) allows that "the cost and expense of a service 

requested by the authority . . . shall be Daid by the authority."
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D E P A I t T M E I V T  O F  R E V E N U E

M a r c h  11, 1975

J a m e s  B .  R h o d e ,  S A  

H o u s e  F i n ance C o m m i t t e e  

A l a s k a  State Legislature 

P o u c h  V

J u n e & u , A l a s k a  99811

D e a r  M r .  R hode:

En c l o s e d  is a m e m o r a n d u m  f r o m  J a c k  C h e n o w e t h  to L a r r y  E p p e n b a c h  

o n  current b o n d  issues outstanding in various c o m m u n i t i e s  of the 

State.

T h e s e  are the c o m m u n i t i e s  w e  w o u l d  d e e m  in n e e d  of assistance.

T h e  smaller cities h a v e  the m o s t  n e e d  s u c h  as Sitka, C o r d o v a ,  N o m e ,  

Petersburg, S e w a r d  a n d  Valdez.

S i n c e r e l y ,

Sterling Gallagher 

C o m m i s s i o n e r

SG: g d  

En closure

•r-»- ft-'- . ii | i ■■ • t| ..:rr ’• i ' • * * K\



' MEMORANDUM S t a t e  o f  A l a s k a
DEPARTMENT OF COMMUNITY AND REGIONAL AFFAIRS

d a t e : December 13, 1974

RLE NO:

TELEPHONE NO:

If r o m : Jack Chenov;

T0: Larry Eppenback
Deputy Commissioner of Treasury 

Department of Revenue

Director /  /J 
Local Government Assistance Division

s u d j e c t : Municipal bond bank: reported

authorized but unissued and 

anticipated general obligation 

bond issues.

Questionnaires directed to some 40 Alaska municipalities inquired as to 

anticipated general obligation bond issues. The information returned is 

summarized below. The Cities of Anchorage and Fairbanks, the Greater 

Anchorage Area Borough and the Fairbanks North Star Borough are excluded.

Juneau

- -.AUTHORIZED BUT 

‘ UNISSUED

$ 2,500,000

Sitka

Kenai Peninsula 

Borough

Kodiak Island 

. Borough .

' MatarrusRa - Susftn a- 

r’ Borough ..j

' .-j North Slope- Borough

Bethel

Cordova

-0- y y  . 

-o-

• . 35,000

15 >500,000

20,000>000 

2^900 >00CL- 

650,003'-
50.000

50.000 

.Z,650,000 -

None

1,000,000

ANTICIPATED 

$ 4,000,000 

• 1,000,000

PURPOSE

School

Fire facilities 

and equipment

Roads

3,500,000 Schools

Schools

ffone

None

• S c h o o l s ''

None

' Schools • • 

Roads--- - ' .

Public housing 

Water/sower 
Utilities 

•Other capital . 

improvements

250,000 Dock improvements

Civic center complex 

5,500,000 School

Ii
i*

MmiuDiuuB w p n r .m f a i S v jBij.tt? m&tm



Larry Eppenback -2- ‘ December 13, 1974

Ketchi kan

Kodiak

Nome

Pelican

Petersburg

Seward

Skagway

Soldotr.a

W r a n g e l 1
. *." •  *

y/aldez

j .  — . . .

AUTHORIZED BUT 

UNISSUED

'$ 1,250,000

1,380,000
i

1,000,000

None

. . .  • » *

• ’• • None

600,000

- 200,000 

' 1,400,000

1750,000*
** ' • t • 

m *- ‘ ' S •

■••'•a :- None.

ANTICIPATED

$

None 

None

2,000,000 

...... 58,500

5,500,000

50,000

: ■' None
t •

y. J.': .. None
• *  • •

. 350,000

PURPOSE

Sewer t r eatment 

fa cility

W a t e r  and sewer/streets

Schools

Port facilities

Sewage .treatment facility 

School

Wa t e r/ s e we r / s e wa g e 

treatment 

Dock improvement

Sewer .........

Wa t e r / s e w e r

Sewer

Pool

1 2 , 5 0 0 , 0 0 0‘ 'School

Kake 

Kenai 
King Cove 
Klawock 

/ .Kotzebue 

Nenana
Saint Mary's 

Seldovia 

Unalaska 

Yakutat

'$ 56,715,000
$ 34,708,500

Other municipalities contacted but indicating no unissued bonds or anticipated 

projects are: ..••• y . .* ..... ’ •. • / V

>• ..... - ■ ~ ■"S-T.:nV<
Bristol Day Gorougn *'.
Haines Borough 
Ketchikan Gatewa„ Borough

Barrow .---------------

Craig •
Dillingham 
Haines 
Homer 
Hoonah 
Hydaburg

Totals of the bonds listed are:

* Authorized blit unissued 

i Anticipated



M E M O R A N D U M #

A p r i l  9 ,  1975

S u b j e c t :  S t a t e  E o n d  B a n k  -  H o u s e  B i l l  7 2

T h i s  s u b j e c t  h a s  b e e n  b e f o r e  t h e  H o u s e  F i n a n c e

C o m m i t t e e .

T h e  t h e o r y  i s  t h a t  t h e  S t a t e  w o u l d  c r e a t e  a  

c o r p o r a t i o n  w h i c h  w o u l d  o p e r a t e  b y  p u r c h a s i n g  m u n i c i p a l  • 

b o n d  i s s u e s  a t  a  t i m e  w h e n  s e v e r a l  m u n i c i p a l i t i e s  w e r e  

i n  a p o s i t i o n  t o  i s s u e  b o n d s .  I t  w o u l d  b u y  o n l y  g e n e r a l  

o b l i g a t i o n  b o n d s .  W h e n  a s u f f i c i e n t  n u m b e r  o f  m u n i ­

c i p a l i t i e s  h a v e  b o n d s  w i t h  a p p r o x i m a t e l y  a n  e q u a l  r a t i n g  

a n d  s i m i l a r  c h a r a c t e r i s t i c s  s u c h  a s  t h e  s a m e  m a t u r i t y  

d a t e s ,  t h e  b o n d  b a n k  w o u l d  p u t  o u t  a  p r o s p e c t u s  i n v i t i n g  

b i d s  o n  b o n d s  i s s u e d  b y  t h e  b o n d . b a n k .  T h e s e  w o u l d  b e  

r e v e n u e  b o n d s  o f  t h e  b a n k  p a y a b l e  f r o m  t h e  r e v e n u e  d e r i v e d  

f r o m  t h e  m u n i c i p a l  b o n d s  p u r c h a s e d  b y  t h e  b a n k .  T h e  b a n k ' s  

b o n d s  w o u l d  b e  b a c k e d  b y  a  r e s e r v e  f u n d  t o  b e  a p p r o p r i a t e d  

b y  t n e  l e g i s l a t u r e  f o r  t h i s  p u r p o s e  e q u a l  t o  p r i n c i p a l  a n d  

i n t e r e s t  p a y a b l e  i n  o n e  y e a r  o n  t h e  b o n d s  i s s u e d  b y  t h e  

b a n k .  T h e  p r o p o n e n t s  o f  t h i s  b i l l  a n t i c i p a t e  t h a t  t h e  

S t a t e  c o u l d  s e l l  a r e v e n u e  b o n d  o f  t h i s  t y p e  a t  a  l o w e r  

r a t e  o f  i n t e r e s t  t h a n  t h e  m u n i c i p a l i t i e s  c a n  s e l l  t h e i r  

g e n e r a l  o b l i g a t i o n  b o n d s  b e c a u s e  t h e  S t a t e ' s  l a r g e r  i s s u e  

w o u l d  b e  m o r e  a t t r a c t i v e  t h a n  a  n u m b e r  o f  m u n i c i p a l  s m a l l e r  

i s s u e s  a n d  t h e  r e s e r v e  f u n d  w o u l d  b e  a d d i t i o n a l  s e c u r i t y  

f o r  t h e  h o l d e r s  o f  t h e  b a n k ' s  b o n d s .

T h e  p r o p o n e n t s  o f  t h e  b i l l  f r a n k l y  s t a t e d  t h a t  

t h e  b o n d  b a n k  w o u l d  b e  u n a b l e  t o  b u y  b o n d s  o f  i n f e r i o r  

q u a l i t y  a n d  i t  c a n  n o t  b e  u s e d  a s  a  v e h i c l e  t o  s e l l  b o n d s  

t o  t h e  b a n k  u n l e s s  t h e y  w e r e  g o o d  q u a l i t y .  T h e y  s t a t e d  

t h a t  t h e  p u r c h a s e r  o f  t h e  b a n k ' s  b o n d s  w o u l d  c o n s i d e r  a  

p a c k a g e  t o  h a v e  a q u a l i t y  e q u a l  t o  t h e  l o w e s t  q u a l i t y  

m u n i c i p a l  b o n d s  i n  t h e  p a c k a g e  a n d  t h i s  i s  t r u e .

I a d v i s e d  t h e  c o m m i t t e e  t h a t  m u n i c i p a l i t i e s  w h o  

d o  n o t  k e e p  p r o p e r  m i n u t e s  o f  t h e i r  m e e t i n g s ,  l e v y  a n d  

c o l l e c t  t a x e s  a s  t h e y  s h o u l d  a n d  k e e p  p r o p e r  b o o k s  o f  

a c c o u n t  t o  r e f l e c t  t h e i r  f i n a n c i a l  s t a n d i n g  w o u l d  n o t  b e  

a b l e  t o  s e l l  t h e i r  b o n d s .  I t o l d  t h e m  t h a t  t h e y  s h o u l d  

n o t  g o  h o m e  a n d  t e l l  t h e i r  c o n s t i t u e n t s  t h a t  t h i s  w a s  

t h e  a n s w e r  t o  t h e i r  f i n a n c i a l  p r o b l e m s  b e c a u s e  i t  w o u l d  

o n l y  b e  b e n e f i c i a l  i n  m y  o p i n i o n  t o  s o m e  c o m m u n i t i e s .

T h e  S t a t e  w i t h  a n  " A "  r a t i n g  s o l d  i t s  l a s t  

g e n e r a l  o b l i g a t i o n  b o n d s  f o r  5 . 9 9 %  i n t e r e s t .  S i n c e  t h e s e  

a r e  r e v e n u e  b o n d s  t h e y  w o u l d  s e l l  f o r  a h i g h e r  r a t e  o f  

i n t e r e s t .  A t  t h e  p r e s e n t  t i m e  S t a t e  r e v e n u e  b o n d s  a r e  

b e i n g  s o l d  o n l y  a t  v e r y  h i g h  i n t e r e s t  r a t e s  b e c a u s e  o f  a  

d e f a u l t  o f  $ 1 0 5 , 0 0 0 , 0 0 0  i n  b o n d s  b y  t h e  U r b a n  D e v e l o p m e n t



C o r p o r a t i o n  o f  t h e  S t a t e  o f  N e w  Y o r k .  I n  n o r m a l  t i m e s  a 

b o n d  b a n k  b o n d  o f  t h i s  t y p e  s h o u l d  s e l l  f o r  a b o u t  6 - 1 / 2  

t o  7% i n t e r e s t .  T h e  b i l l  s t a t e s  t h a t  t h e  S t a t e  w o u l d  

a s s u m e  n o  o b l i g a t i o n  f o r  t h e  p a y m e n t  o f  t h e  b o n d s  a n d  t h a t  

t h e  b o n d  b a n k  r e v e n u e s  a r e  t h e  o n l y  b a c k i n g  f o r  t h e  b o n d s . 

I t  f u r t h e r  s t a t e s  t h a t  t h e  S t a t e  w o u l d  n o t  s u b s i d i z e  t h e  

b a n k  e x c e p t  t o  e s t a b l i s h  a r e s e r v e  f u n d .  T h e  c o s t  o f  

o p e r a t i o n s  w o u l d  h a v e  t o  b e  p a i d  f r o m  t h e  i n c o m e  r e c e i v e d  

f r o m  t h e  m u n i c i p a l i t i e s  w h i c h  t h e y  w o u l d  p a y  i n  t h e  f o r m  

o f  i n t e r e s t  o n  t h e i r  b o n d s .  T h e r e f o r e  i t  i s  m y  o p i n i o n  

t h a t  t h e  b o n d  b a n k  w o u l d  h a v e  t o  p a y  6 . 5  t o  7% i n t e r e s t  

o n  i t s  b o n d s  a n d  w o u l d  h a v e  t o  c h a r g e  t h e  m u n i c i p a l i t i e s  

s o m e w h a t  m o r e .  T h e  l a r g e r  m u n i c i p a l i t i e s  a r e  h a v i n g  n o  

t r o u b l e  s e l l i n g  t h e i r  b o n d s  a t  r a t e s  s l i g h t l y  a b o v e  6%.

T h e  l a s t  J u n e a u  i s s u e  w e n t  f o r  6 . 2 .  T h e r e f o r e  t h e y  c o u l d  

n o t  s a v e  a n y  m o n e y  b y  s e l l i n g  t o  t h e  b o n d  b a n k .  T h e  b o n d  

b a n k  i s  o f  n o  v a l u e  t o  a  c o m m u n i t y  u n l e s s  i t  c a n  e i t h e r  

s e l l  t h e  m u n i c i p a l  b o n d s  w i t h  a r a t e  o f  i n t e r e s t  l e s s  t h a n  

t h e y  c a n  s e l l  o t h e r w i s e  o r  c a n  m a r k e t  a  b o n d  w h i c h  i s  n o t  

m a r k e t a b l e  o t h e r w i s e .

T h e  w a y  i t  is d e s i g n e d  a t  t h e  p r e s e n t  t i m e  t h e  

c o m m u n i t i e s  w i t h  g o o d  c r e d i t  r a t i n g  c a n  s e l l  c h e a p e r  o n  

t h e  o p e n  m a r k e t  a n d  t h e  b o n d  b a n k  w o u l d  b e  o f  n o  h e l p  

t o  t h e m .  M u n i c i p a l i t i e s  w h i c h  h a v e  l a r g e  a m o u n t s  o f  

b o n d s  o u t s t a n d i n g  a n d  h a v e  u s e d  u p  t h e i r  c r e d i t  c a n  n o t  

i s s u e  m o r e  b o n d s  a n d  s e l l  t h e m  t o  t h e  b a n k  b e c a u s e  t h e  

b a n k  w o u l d  n o t  p u r c h a s e  t h e m  a n d  j e o p a r d i z e  t h e  r e s e r v e  

f u n d s .  H o w e v e r ,  t h e r e  a r e  m u n i c i p a l i t i e s  w h i c h  h a v e  

n e v e r  i s s u e d  b o n d s  a n d  h a v e  n o  r e p u t a t i o n  i n  t h e  m a r k e t .  

T h e r e  a r e  a l s o  n e w  c o m m u n i t i e s  s p r i n g i n g  u p  w h i c h  h a v e  

n o  f i n a n c i a l  h i s t o r y  b u t  h a v e  g o o d  p r o s p e c t s .  T h e r e  a r e  

o t h e r  c o m m u n i t i e s  w h i c h  b e c a u s e  o f  u n s e t t l e d  e c o n o m i c  

c o n d i t i o n s  m a y  h a v e  t r o u b l e  m a r k e t i n g  b o n d s  a t  a r e a ­
s o n a b l e  r a t e  o f  i n t e r e s t  s u c h  a s  6 . 5 % .  F o r  t h e s e  c o m m u n i ­

t i e s  w h o  m i g h t  h a v e  t o  p a y  7% o r  m o r e  o n  a g e n e r a l  o b l i ­

g a t i o n  b o n d ,  t h e  b o n d  b a n k  m a y  b e  a b l e  t o  p r o v i d e  t h e m  
a m a r k e t  w h i c h  w o u l d  o t h e r w i s e  n o t  b e  a v a i l a b l e  a n d  i t  

m a y  b e  a b l e  t o  s a v e  t h e m  m o n e y  i n  t h e  i n t e r e s t  r a t e .

I n  m y  o p i n i o n  a n y  s m a l l  c o m m u n i t y  i n  S o u t h ­

e a s t e r n  A l a s k a  w h i c h  h a s  n o t  o v e r - e x t e n d e d  i t s e l f  i n  

t h e  i s s u a n c e  o f  b o n d s  a n d  h a s  g o o d  f i n a n c i a l  r e c o r d s  

c a n  s e l l  t h e i r  b o n d s  t o  A l a s k a  b a n k s  a t  r a t e s  o f  i n t e r e s t  . 

a n d  w i t h  l e s s  d e l a y  a n d  e x p e n s e  t h a n  i s  n e c e s s a r y  w h e n  

d e a l i n g  w i t h  a b o n d  b a n k  e s t a b l i s h e d  a s  p r o p o s e d .  T h e r e ­

f o r e  i t  i s  d o u b t f u l  t h a t  t h e  b a n k  w o u l d  b e  o f  a n y  b e n e f i t  

t o  s u c h  a c o m m u n i t y  b u t  i t  c o u l d  h a v e  a d v a n t a g e s  f o r  

m u n i c i p a l i t i e s  w h i c h  d o  n o t  h a v e  s u c h  a  g o o d  p o s i t i o n  

i n  t h e  m a r k e t .
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»

I a d v i s e d  t h e  c o m m i t t e e  t h a t  t h e  p r o p o s e d  

a p p r o p r i a t i o n  o f  $ 2 , 6 5 0 , 0 0 0  f o r  t h e  r e s e r v e  w o u l d  n o t  

s u p p o r t  m o r e  t h a n  $ 3 0 , 0 0 0 , 0 0 0  o f  b o n d s  o u t s t a n d i n g  a n d  

i f  t h e  b a n k  i s  t o  o p e r a t e  e f f i c i e n t l y ,  i t  m u s t  h a v e  a 

l a r g e r  r e s e r v e  f u n d .  T h e  a d m i n i s t r a t i o n  i s  n o w  a s k i n g  

f o r  a n  a p p r o p r i a t i o n  o f  $ 4 , 4 4 5 , 0 0 0  t o  b e  a p p r o p r i a t e d  

t o  t h e  r e s e r v e  f u n d  t o  s u p p o r t  $ 5 0 , 0 0 0 , 0 0 0  o f  b o n d s .

T h e  p r o s p e c t s  o f  g e t t i n g  s u c h  a n  a p p r o p r i a t i o n  a r e  n o t  

g o o d .

'TVn . <f~ *--Q-
N .  'C. B a n f i e l d /

N C B ;n p



LAW OFFICES OF

F A U L K N E R .  BANFIELD. D O O G A N  S H O L M E S

HERBERT L. TAULKNER (1802-19721 SUITE 201. 311 FRANKLIN STREET
norman c.banfielo J U N E A U  ALASKA 99601
FRANK M. OOOGAN 
MICHAEL M. HOLMES
RANC'ALL J. WEOOLE A p r i l  9, 1 9 7 5
WILLIAM B. ROZELL

JAN VAN OORT 
LAWRENCE T. TEENEf 
CHARLES N. ORENNAN

C i t y  o f  C r a i g  

P. 0. B o x  12 

C r a i g ,  A l a s k a  9 9 9 2 1

R e :  B o n d  B a n k

G e n t l e m e n :

Y o u  h a v e  b e e n  c o n t a c t e d  b y  t h e  A l a s k a  

M u n i c i p a l  L e a g u e  t o  s u p p o r t  H o u s e  B i l l  N o .  72 

w h i c h  w o u l d  a u t h o r i z e  t h e  S t a t e  t o  e s t a b l i s h  a 

b o n d  b a n k .

I h a v e  w r i t t e n  a  M e m o r a n d u m  o n  t h e  s u b j e c t  

w h i c h  I a m  s e n d i n g  y o u  f o r  y o u r  i n f o r m a t i o n  a n d  

c o n s i d e r a t i o n .

Y o u r s  v e r y  t r u l y ,

i

Tel. 580-2210 
Area Code ©07

N C B : n p

E n c l o s u r e
c c :  A l a s k a  M u n i c i p a l  L e a g u e



LAW OFFICES OF

F A U L K N E R .  BANFIELD. D O O G A N  S  H O L M E S

SUITE 201. 3M FRANKLIN STREET 
JUNEAU, ALASKA 99601

A p r i l  9 ,  1 9 7 5

JAN VAN OORT 
LAWRENCE T. FEENEY 
CHARLES N. ORENNAN

HERBERT L. FAULKNER (I802-I972J
NORMAN C. QANFIELO
FRANK M. DOOGAN
MICHAEL M. HOLMES
RANDALL J. WEDOLE
WILLIAM 6. ROZELL

C i t y  o f  P e l i c a n  

P. 0. B o x  7 5 7  

P e l i c a n ,  A l a s k a  9 9 8 3 2

R e :  B o n d  B a n k

G e n t l e m e n :

' Y o u  h a v e  b e e n  c o n t a c t e d  b y  t h e  A l a s k a

M u n i c i p a l  L e a g u e  t o  s u p p o r t  H o u s e  B i l l  N o .  72 

w h i c h  w o u l d  a u t h o r i z e  t h e  S t a t e  t o  e s t a b l i s h  a 

b o n d  b a n k .

I h a v e  w r i t t e n  a  M e m o r a n d u m  o n  t h e  s u b j e c t  

w h i c h  I a m  s e n d i n g  y o u  f o r  y o u r  i n f o r m a t i o n  a n d  

c o n s i d e r a t i o n .

Y o u r s  v e r y  t r u l y ,

N. C. B a n f i e $ d

N C B : n p  
E n c l o s u r e

c c :  A l a s k a  M u n i c i p a l  L e a g u e

Tel. 586-2210 
area Code 907



S t a t e m e n t  o n  H B  72 

S u b m i t t e d  b y  D o n  M .  B e r r y  

E x e c u t i v e  D i r e c t o r  

A l a s k a  M u n i c i p a l  L e a g u e

M r .  C h a i r m a n ,  M e m b e r s  o f  t h e  C o m m i t t e e :

F o r  t h e  r e c o r d ,  I a m  D o n  M. B e r r y ,  E x e c u t i v e  D i r e c t o r  o f  t h e  

A l a s k a  M u n i c i p a l  L e a g u e ,  a n  o r g a n i z a t i o n  r e p r e s e n t i n g  c i t i e s  a n d  

b o r o u g h s  t h r o u g h o u t  A l a s k a .  O n  b e h a l f  o f  t h e  L e a g u e  m e m b e r s ,  I 

v/igh t o  e x p r e s s  o u r  a p p r e c i a t i o n  f o r  t h i s  o p p o r t u n i t y  t o  p r e v e n t  

t e s t i m o n y  i n  s u p p o r t  o f  H B  72 a n  a c t  e s t a b l i s h i n g  t h e  M u n i c i p a l  

B o n d  B a n k  A u t h o r i t y .

C h e  L e a g u e  h a s  s p e n t  s e v e r a l  y e a r s  r e v i e w i n g  a n d  d r a f t i n g  t h e  

c o n c e p t  o f  a s s i s t n a c e  t o  l o c a l  g o v e r n m e n t s  b y  t h e  c r e a t i o n  o f  a 

f i n a n c i n g  a g e n c y  w i t h i n  t h e  S t a t e  w h i c h  c o u l d  p r o v i d e  a  v i a b l e  m e a n s  

o f  a i d i n g  t h e s e  l o c a l  g o v e r n m e n t s  t o  o v e r c o m e  m a n y  o f  t h e  h i g h  c o s t  

p r o b l e m s  i n c u r r e d  i n  t h e  c a p i t a l  m a r k e t s  a n d  w h i c h  c o u l d  a i d  c o m ­

m u n i t i e s  i n  t h e  f i n a n c i n g  o f  n e e d e d  c a p i t a l  i m p r o v e m e n t s .  T,7e f e e l  

t h a n  " B  7.2 a s  i t  a p p e a r s  b e f o r e  t h i s  c o m m i t t e e  a d e q u a t e l y  m e e t s  

t h e s e  n e e d s .

A s  y o u  a r e  w e l l  a w a r e ,  m a n y  c o m m u n i t i e s  i n  A l a s k a  h a v e  e x ­

p e r i e n c e d  e x t r e m e  d i f f i c u l t y  i n  o b t a i n i n g  n e c e s s a r y  f u n d s  t o  c o n ­

s t r u c t  c i v i c  i m p r o v e m e n t s  d u e  t o  e x i s t i n g  b o n d e d  i n d e b t e d n e s s  o r  

h i g h  i n t e r e s t  r a t e s .  B e c a u s e  o f  t h e  e x t r e m e  c o s t s  o f  n o r m a l  l o c a l  

g o v e r n m e n t  r e s p o n s i b i l i t i e s , v i t a l l y  n e e d e d  c a p i t a l  i m p r o v e m e n t s  

s u c h  a s  s t r e e t s ,  s e w e r s , w a t e r  s y s t e m s ,  h o s o i t a . l s ,  n a r k s  a n d



b e c o m e  i n f e r i o r  c l a i m a n t s  i n  t h e  c o m p e t i t i o n  f o r  t h e  l o c a l  t a x  b a s e .

T h e r e f o r e ,  t h e  c n l v  r e c o u r s e  h a s  b e e n  t o  g o  t o  t h e  b o n d  m a r k e t  w i t h

i t s  n e a r l y  p r o h i b i t i v e  c o s t s .  T h i l e  m a n y  p l a n s  h a v e  b e e n  a d v a n c e d

»
b y  t h e  n. S. T r e a s u r y ,  C o n g r e s s  a n d  o t h e r s  t o  a i d  s u c h  c o m m u n i t i e s ,  

o n e  t h i n g  t h a t  a l l  p r o p o s a l s  h a v e  i n  c o m m o n  i s  t h e  p o w e r f u l  i n ­

v o l v e m e n t  o f  t h e  f e d e r a l  g o v e r n m e n t  o n e  w a y  o r  a n o t h e r .  T h e  L e a g u e  

b e l i e v e s  t h a t  s t a t e  i n v o l v e m e n t  i s  n o t  o n l y  m o r e  a p p r o p r i a t e  b u t  

m u c h  m o r e  b e n e f i c i a l .

T h i s  i n v o l v e m e n t  c o u l d  t a k e  t w o  c o u r s e s  - o u t r i g h t  g r a n t s  t o  

p o l i t i c a l  s u b d i v i s i o n s  f o r  c a p i t a l  i m p r o v e m e n t s  o r  t h e  c r e a t i o n  o f  

a  m u n i c i p a l  a u t h o r i t y  s u c h  a s  y o u  n o w  h a v e  b e f o r e  y o u .  S i n c e  

H B  7 2  d o e s  n e t  d e a l  w i t h  o u t r i g h t  g r a n t s ,  w e  w i l l  c o n f i n e  o u r  r e ­

m a r k s  t o  t h e  b o n d  a u t h o r i t y .

U n l i k e  m o s t  s t a t e s  w i t h  t h e i r  n u m e r o u s  p o l i t i c a l  s u b d i v i s i o n s  

i s s u i n g  b o n d s  i n  l a r g e  v o l u m e ,  A l a s k a  h a s  r e l a t i v e l y  f e w  i s s u e r s ,  

w i t h  m o s t  o f  t h e  v o l u m e  i n  t h e  C i t v  a n d  B o r o u n h  o f  A n c h o r a g e ,  t h e  

C i t y  o:c F a i r b a n k s ,  t h e  F a i r b a n k s  'forth S t a r  B o r o u g h ,  a n d ,  t o  a  l e s s ­

e r  e x t e n t ,  t h e  ICenai P e n i n s u l a  B o r o u a h ,  t h e  C i t y  a n d  B o r o u g h  o f  

J u n e a u ,  a n d  t h e  C i t y  o f  K e t c h i k a n  a n d  K e t c h i k a n  G a t e w a y  B o r o u g h .

H o w e v e r ,  w i t h  t h e  r a o i d  i n c r e a s e  o f  e c o n o m i c  a c t i v i t y  o v e r  t h e  

n e x t  f e w  y e a r s ,  A l a s k a  m a y  a n t i c i p a t e  t h a t  i t s  s m a l l e r  c i t i e s  s u c h  

a s  v A i d e s  a n d  C o r d o v a  a n d  l e s s  o o o u l o m  b o r o u g h s  s u c h  a s  t h e  

M a t a n u s k a - S u s i t n a  a n d  "forth S l o p e  w i l l  b e g i n  t o  b o r r o w  o n  a 

v o l u m e  c o m p a r a b l e  t o  t h e  l a r g e r  p o p u l a t i o n  c e n t e r s .  I n  a d d i t i o n ,  

v i l l a g e s  o r  c o m m u n i t i e s  m a v  b e  e x p e c t e d  t o  i n c o r p o r a t e  o r  a t t a i n  

c o r p o r a t e  s t a t u s  n e r m i t t i n q  b o n d  i s s u a n c e ,  a n d  o t h e r  o o c k e t s  o f

recreation facilities, pollution control, libraries, etc. have
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g r o w t h  w i l l  d e v e l o p .  T h e s e  n e w  g r o w t h  p o c k e t s  w i l l  h a v e  c a p i t a l  

d e m a n d s ,  i n i t i a l l y  f o r  s c h o o l s  a n d  l a t e r  f o r  o t h e r  m u n i c i p a l

p u r p o s e s .

A l a s k a  m a y  e x p e c t  t h e n  o v e r  t h e  n e x t  f e w  v e a r s  a  n u m b e r  o f  

p o t e n t i a l  b o n d  i s s u e r s  w h o  h a v e  n e v e r  a o p r o a c h e d  t h e  m u n i c i p a l  

b o n d  m a r k e t .  M  .nv o f  t h e s e  w i l l  o b v i o u s l y  b e  u n r a t e d  o n  t h e i r  

i n i t i a l  f i n a n c i n g s .  T h u s ,  s o m e  o f  t h e  l o c a l  i s s u e s  w i l l  n o t  g a i n  

n e a r l y  t h e  i n v e s t o r  a t t e n t i o n  t h e y  m i g h t  d e s e r v e  b e c a u s e  o f  t h e  

d i f f i c u l t y  o f  a n a l y z i n g  t h e  c r e d i t  o f  a n e w  m u n i c i p a l i t v  o r  a 

m u n i c i p a l i t y  w h i c h  h a s  n o t  h e r e t o f o r e  b o r r o w e d .  P a r t i c u l a r  e c o n o m i c ,  

p o l i t i c a l  o r  s o c i a l  p r o b l e m s  m i g h t  b o  p r e s e n t  i n  a  g i v e n  s i t u a t i o n  

w h i c h  w o u l d  p r e c l u d e  a n y  r e a s o n a b l e  e x p e c t a t i o n  o f  o b t a i n i n g  f u n d s  

b y  b o r r o w i n g .  L o c a l  o f f i c i a l s  i n  m a n y  o f  t h e s e  b u d d i n g  c o m n u n i t i e s  

m a y  f i n d  t h a t  r e a d y i n g  a n  i s s u e  f o r  m a r k e t  i s  b e y o n d  t h e i r  

c a p a b i l i t i e s  b e c a u s e  o f  i n e x p e r i e n c e .

A M u n i c i p a l  B o n ^  B a n k  A u t h o r i t y ,  s u c h  a s  e n v i s i o n e d  i n  H B  7 2 ,  

c o u l d  b e  o f  i m m e a s u r a b l e  h e l p  t o  f i r s t  t i m e  b o r r o w e r s  i f  o n l v  

b e c a u s e  c f  t h e  a d v i c e  i t  c o u l d  r e n d e r  o n  t h e  t o c h n i a u e s  o f  p r e p a r i n g  

b o n d s  f o r  m a r k e t .

Ill a d d i t i o n ,  t h e  c o n c e p t  o f  p a c k a g i n g  a  n u m b e r  o f  i s s u e s  

f r o m  n e w  o r  s m a l l e r  m u n i c i p a l i t i e s  i n  e f f e c t  r e o f f o r e d  t h r o u g h  t h e  

n e w  u n i f o r m  s e c u r i t y  o f  t h e  M u n i c i p a l  B o n d  B a n k  A u t h o r i t y  c o u l d  

b e  o f  g r e a t  h o l e  i n  l o c a l  d e b t  m a n a g e m e n t .  "Tie p r i i n a r v  a n a l y s i s  

o f  t h e  l o c a l  b o n d  s e c u r i t y  c o u l d  b e  u n d e r t a k e n  b y  t h e  B o n d  A u t h o r i t y  

a n d  t h e  b u r d e n  r e l i e v e d  f r o m  o u t s i d e  m u n i c i o a l  b o n d  p u r c h a s e r s .

I t  m a y  b o  e x n e c t o d  t h a t  t h e  . M u n i c i p a l  B o n d  A u t h o r i t y  o p e r a t i o n  

c o u l d  r e s u l t  i n  i n t e r e s t  c o s t  s a v i n g s  t o  t h e  s m a l l e r  m u n i c i p a l i t i e s
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s i n c e  t h e  u n i f o r m  s e c u r i t y  i t  o f f e r s  t o  b o n d  h o l d e r s  w o u l d  o b v i a t e  

t h e  d i f f i c u l t  i s s u c - b y - i s s u e  b o n d  a n a l y s i s  n o w  n e c e s s a r y  a n d  b e c a u s e  

t h e  S t a t e ,  a l t h o u c h  n o t  l e g a l l v  o b l i g a t e d  t o  s u p o o r t  t h e  b o n d s  

w o u l d  b e  c o n s i d e r e d  t o  b e  i n v o l v e d ,  n e v e r t h e l e s s ,  i n  a s s u r i n g  i t s  

s u c c e s s f u l  o p e r a t i o n .  T h e s e  o b v i o u s  a d v a n t a g e s  w o u l d  a l s o  a c c r u e  

t o  t h e  l a r g e r  a n d  m o r e  e x p e r i e n c e d  m u n i c i p a l i t i e s  i f  t h e y  c h o s e ,  

u n d e r  t h e  t e r m s  o f  H B  7 2  t o  i s s u e  t h e i r  b o n d s  t h r o u g h  t h e  A u t h o r i t y  

r a t h e r  t h a n  o n  t h e  p u b l i c  m a r k e t .

A n  a d d i t i o n a l  f e a t u r e  o f  t h e  M u n i c i p a l  B o n d  A u t h o r i t y ,  a v a i l ­

a b l e  t o  a l l  A l a s k a n  C o m m u n i t i e s ,  i s  t h e  f a c t  t h a t  i t  w o u l d  h e l p  

p i o v i d e  a  c o n t i n u i n g  s t a f f  t o  a s s i s t  i n  l o c a l  f i n a n c e  o p e r a t i o n s .

I t  i s  r e a l i s t i c  t o  a s s u m e  t h a t ,  w i t h  a  s p e c i f i c  b o n d  p u r c h a s e  a n d  

m a r k e t i n g  f u n c t i o n  a s s i g n e d  t o t h e  A u t h o r i t y ,  p r o g r e s s  c o u l d  b o  

m a d e  f o r  t h e  f i r s t  t i m e  i n  s e c u r i n g  a n d  k e e p i n g  c u r r e n t  a u n i f o r m  

a c c o u n t i n g  a n d  i n f o r m a t i o n  s y s t e m  f r o m  m u n i c i p a l i t i e s  - t h e  l a c k  

o f  w h i c h  h a s  h e r e t o f o r e  o r o v e d  a p r o b l e m  t o  o u r  l o c a l  g o v e r n m e n t  

o p e r a t i o n  i n  A l a s k a .

T h u s ,  i t  i s  o b v i o u s  t h a t  t h e  M u n i c i p a l  B o n d  B a n k  A u t h o r i t y  a s  

e s t a b l i s h e d  b y  H B  72 o f f e r s  m u c h  m o r e  f a r - r e a c h i n g  a s s i s t a n c e  t o  

l o c a l  g o v e r n m e n t s  t h a n  j u s t  t h e  c a p a b i l i t y  o f  s c c u r i n c r  l o w e r  

i n t e r e s t  r a t e s  o n  l o c a l  b o n d  i s s u e s .  I t  p r o v i d e s  t h e  e s s e n t i a l  t o o l s  

w h i c h  m i c h t  e v e n t u a l l y  e n a b l e  e a c h  c o m m u n i t y  t o  a t t r a c t  i n v e s t o r  

i n t e r e s t  o n  i t s  o w n .  I t  c o u l d  a s s i s t  i n  d e v e l o p i n g  f i n a n c i a l  

s t a b i l i t y  i n  l o c a l  g o v e r n m e n t s  w h i c h  i n  t u r n  w o u l d  e n h a n c e  t h e  

c r e d i t  o f  t h e  S t a t e  a t  a l l  l e v e l s .

T h e  L e a g u e  r e a l i z e s  t h e  t r e m e n d o u s  r e s p o n s i b i l i t y  w i t h  

w h i c h  t h e  C o m m i t t e e  h a s  b e e n  c h a r g e d .  Y o u r  d e c i s i o n s  h e r e  w i l l



h a v e  a  l a s t i n g  e f f e c t  o n  A l a s k a  a n d  i t s  c i t i z e n s  f o r  y e a r s  t o  c o m e .  

S o  t o o  w i l l  t h e  d e c i s i o n s  o f  l o c a l  g o v e r n m e n t  a s  t h e y  p l a n  v i t a l l y  

n e e d e d  c a p i t a l  i m p r o v e m e n t s  n o t  o n l y  f o r  t h e  p r e s e n t  b u t  f o r  t h e  

g e n e r a t i o n  o f  A l a s k a n s  w h o  w i l l  r e g u i r c  a n d  u t i l i z e  t h o s e  f a c i l i t i e s  

i n  t h e  f u t u r e .  T,?e s i n c e r e l y  f o c i  t h a t  a n  i n v e s t m e n t  n o w  i n  t h e  

s c h o o l s ,  h o s p i t a l s ,  r o a d s ,  e n v i r o n m e n t a l  p o l l u t i o n  c o n t r o l ,  

f a c i l i t i e s  o f  t h e  f u t u r e  w o u l d  b e  a  w i s e  a n d  j u d i c i o u s  i n v e s t m e n t  

o f  t h e  S t a t e ' s  r e s o u r c e s  t o  a s s u r e  i t s  c o n t i n u e d  g r o w t h  a n d  t h e  

d e v e l o p m e n t  o f  i t s  b r i g h t  o r o s p e c t s  i n  t h e  d e c a d e s  t o  c o m e .

I n  c o n c l u s i o n ,  I w i s h  t o  e x p r e s s  t h e  t h a n k s  a n d  a o o r e c i a t i o n  

c f  t h e  e n t i r e  A l a s k a  M u n i c i p a l  L e a g u e  f o r  t h e  o p p o r t u n i t y  t o  p i - c a e n t  

t h i s  s t a t e m e n t  o f  s t r o n g  s u p p o r t  o f  s t r o n g  s u p p o r t  o f  K B  72. '-7e

a r e  a n z i o u s  t o  a s s i s t  y o u  i n  y o u r  i m p o r t a n t  t a s k  a n d  s t a n d  r e a d y  

t o  h e j p  y o u  i n  e v e r y  w a y  p o s s i b l e .

T h a n k  y o u  v e r y  m u c h .

R e s p e c t f u l l y  s u b m i t t e d ,

D o n  M. B e r r y

E x e c u t i v e  D i r e c t o r
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BANK INVESTMENT SECURITIES DIVISION

J a m e s  B. Rhode, SA 

H ouse Finance Committee 

A laska State L e g i s lature 

P o u c h  V

Juneau, Alaska 99811 

D e a r  Jim:

The creation of a n  A l a s k a  M u n i c i p a l  Bo n d  B a n k  w o u l d  appear, 

in theory, to solve m a n y  local f i n a n c i n g  problems. In p r a c t i c e ,  h o w­

ever, such a b a n k  could generate greater p r o b l e m s  for the S t a t e  of 

Al a s k a ^ t h e n  m a y  be solved. O ne has o n l y  to g lance at the trade p a p e r s  

to recognize that state a gency fina n c i n g  backed o y  a ’’m o r a l "  p l e d g e  of the 

state has "fallen on hard times". W h i l e  in the r ecent p a s t  m a n y  p r o f e s­

sional bond analysts have p o i n t e d  out that the "moral o b l i g a t i o n "  is not 

legally b i n ding up o n  a State, be it w o r d e d  "may or shall", n o  one has 

b e e n  so p r e sumptuous as to suggest that a State w o u l d  not " h o n o r  this 

clause" at the slightest hint of trouble. R ecent d i f f i c u l t i e s  in N e w  

Y o r k  State associated w i t h  notes and b o n d s  of D e v e l o p m e n t  C o r p o r a t i o n  

present some insight into p o s s i b l e  r e s p o n s e s  by states to " m o r a l  o b l i g a­

tion" debt. In this period of hig h  inflation, m o u n t i n g  u n e m p l o y m e n t  

and government revenue shortfalls, m o s t  states a re f i n ding it d i f f i c u l t  

to balance their budgets. Surplus r e v e n u e  for a ny p u r p o s e  is har d  to 

come by. M a n y  p o l i t i c a l  obs e r v e r s  as w e l l  as investors ha v e  come to 

feel that the M o r a l  O b l i g a t i o n  p ledge is in r e a l i t y  an e scape on the 

part of those in p u blic o f fice who, on the one hand, do not w i s h  to f o r e­

go pet projects for fiscal r e a s o n s  b ut are unwilling, n o n e t h e l e s s ,  to 

p l a c e  the State's credit on the line for such projects, r e l y i n g  instead 

on future legislators to resolve a n y  p r o b l e m s  that m a y  arise.

If A l aska creates the A laska M u n i c i p a l  Bond B a n k  b a c k e d  b y  a 

m o r a l  pledge, the bond m a r k e t  wil l  act accordingly. In our o p i n i o n  the 

cost of a moral obl i g a t i o n  bond of an A l a s k a n  M u n i c i p a l  Bon d  B a n k  w o u l d  

be considerable. For example: if the State of Alaska w e r e  to sell a 

full faith and credit ob l i g a t i o n  of $ 2 5 , 0 0 0 , 0 0 0  rep a y a b l e  o v e r  a 25 year 

period with level debt service, we esti m a t e  the o v e r a l l  cost o f  p r i n c i p a l  

and interest to be $51,238,425. The exact same issue sold u n d e r  the 

A l a s k a  M u nicipal Bond Bank, w i t h  a mo r a l  pledge, would incur an est i m a t e d  

debt service cost of $58, 549 , 225 , or -$7,310, 800 in a d d i t i o n a l  expense.

It should also be noted that while the State of A laska e njoys a M o o d y ' s  

"Al" rating, the Alaska M u n i c i p a l  Bond B a n k  would in all p r o b a b i l i t y  be 

assigned an "A" rating.

The sale of general o b l i g a t i o n  bonds b y  the State d o c s  not r e­

quire "funded intcres:" d u r i n g  construction, or the e s t a b l i s h m e n t  of a

11 Al IK f)l AMFIIICA NATliVjAl TM'jr.T A N O  S A V I N M  ASSOCIATION . R A N K  AMf.-liCA i K N T C M  . HOX 370i)l • S A N  f nANCISCO. CAi Il'OIINIA 01137
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R eserve Fund. The full $25 million, therefore, w o u l d  be a v a i l a b l e  to the 

State using g.o. method. Under the "Bond B a n k 1' procedure, the net w o u l d  

be $18,258,031, giving effect to funded interest and other expense. Thus, 

the bond funds available to complete v a r i o u s  p r o j e c t s  w o u l d  h a v e  decl i n e d  

b y  some $7 million, in addition to the h i gher deb t  service cos t  over the 

life of the bond issue. A l t h o u g h  some m o n i e s  w o u l d  be r e c o v e r e d  through 

interest earned on the reserve fund, the r e t u r n  on such i n v e s t m e n t  w o u l d  

b e  limited b y  arbitrage regula t i o n s  of the U.S. Treasury.

In the harsh r e a l i t y  of p r e s e n t - d a y  finance, it a p p e a r s  to us 

that the p ublic interest w o u l d  bes t  b e  served b y  the d e v e l o p m e n t  of a 

total and we l l  conceived capital i m p r o vement program, s u p p o r t e d  b y  sound 

fiscal and bud g e t a r y  practices, eff e c t i v e  debt m a n a g e m e n t  and s trong 

public p o l i c y  objectives, 
o

T he State of A l a s k a  credit r a t i n g  has n o w  r e a c h e d  the "Al" 

level, p l a cing the State on the same level w i t h  m a n y  other s t a t e s  in the 

lower " 48:| and just slightly over one step b e l o w  the c o v eted "Aaa" level. 

.The use of the "moral o b l i g ation" p l e d g e  w o u l d  n o t  e n h ance this rating. 

Alaska is a n e w  state w i t h  a mo d e l  Constitution, a y o u n g  p o p u l a t i o n  and 

h a p pily lacking m a n y  of the problems found in mo s t  ot h e r  states. The 

State of Alaska, its cities and other p o l i t i c a l  u n i t s  have no r e a s o n  to 

compete w i t h  each other in the bond m a r k e t  for funds. T h o u g h  the 

topography of Alaska, its climate, p o p u l a t i o n  centers and s p e c i a l  n e e d s  

d o  indeed present a formidable challenge, we n e v e r t h e l e s s  f e e l  that a 

departure from the general obl i g a t i o n  bon d  to the m o r a l  o b l i g a t i o n  bond, 

w i t h  all its related problems and costs, w o u l d  not be in the b e s t  

interest of the State.

Sincerely,

A. F. M a z o t t i

S e n i o r  R e s e a r c h  O f f i c e r

AFM/vs

DANK OF AMCMICA NATIONAL TM'jGT AND SAVINGS ASSOCIATION
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T h e  a p p r o p r i a t i o n  o f  $ 4 , 4 4 5 , 0 0 0  is s u f f i c i e n t  t o  f u l l y  

f u n d  a  r e s e r v e  f o r  o n e  y e a r ' s  d e b t  s e r v i c e  ( i n t e r e s t  a n d  

p r i n c i p a l  a m o r t i z a t i o n )  o n  $ 5 0  m i l l i o n  i n  30 y e a r  8% b o n d s .

T h i s  s a m e  a m o u n t  w i l l  fur. 1 a y e a r ' s  d e b t  s e r v i c e  o n  $ 5 0  m i l l i o n  

2 0  y e a r  6% b o n d s  a s  a n  a l t e r n a t i v e .

U n t i l  t h e  M u n i c i p a l  B o n d  B a n k  i s  f u n c t i o n i n g  i t  i s  

i m p o s s i b l e  t o  p r e d i c t  t h e  a c t u a l  v a l u e  o f  o n e  y e a r ' s  d e b t  

s e r v i c e .  T h e  a s s u m p t i o n  o f  $ 5 0  m i l l i o n  in b o n d s  r e f l e c t s  t h e  

r e a s o n a b l e  f o r e c a s t  o f  f u t u r e  A l a s k a  m u n i c i p a l  debt: l i k e l y  t o  

p a r t i c i p a t e  w i t h  t h e  B o n d  B a n k  d u r i n g  f i s c a l  y e a r s  1 9 7 6  a n d  1 9 7 7 .  

S h o u l d  t h e  s u c c e s s  o f  t h e  b o n d  b a n k  b e  s u c h  t h a t  m o r e  t h a n  

$ 5 0  m i l l i o n  i n  b o n d s  w e r e  d e s i r e d  t o  b e  i s s u e d  t h e n  t h e  B o n d  

B a n k  w o u l d  b e  r e q u i r e d  t o  j u s t i f y  a n  a d d i t i o n a l  a p p r o p r i a t i o n .

O n  t h e  o t h e r  h a n d ,  i f  a n  a m o u n t  l e s s  t h a n  $ 5 0  m i l l i o n  w e r e  

i s s u e d  t h e n  t h e  s u r p l u s  d e b t  s e r v i c e  a m o u n t  w o u l d  l a p s e  t o  t h e  

G e n e r a l  F u n d  b e g i n n i n g  i n  F Y  1 9 7 8 .  I n  t h e  m e a n t i m e ,  t h e  

r e s e r v e s  w o u l d  b e  c o n t i n u o u s l y  i n v e s t e d  w i t h  a l l  i n t e r e s t  

e a r n i n g s  c r e d i t e d  t o  t h e  G e n e r a l  F u n d .

CS FOR IIB 73

A n a l y s i s :



M u n i c i p a l i t y  B o n d  B a n k  A u t h o r i t y

F i s c a l  N o t e  - H B  72

I'
1 I I I .  A n a l y s i s

T h i s  f i s c a l  n o t e  a s s u m e s  t h a t  t w o  i n i t i a l  p o s i t i o n s ;  a n  

I n v e s t m e n t  O f f i c e r  I I  a n d  a C l e r k  T y p i s t  I I I ,  a n d  d i r e c t  e x p e n s e s  

r e l a t i n g  t o  t h e s e  p o s i t i o n s  w i l l  b e  f u n d e d  f r o m  t h e  G e n e r a l  F u n d .  

E v e n t u a l l y ,  a t h i r d  p o s i t i o n ,  a S t a t i s t i c a l  T e c h n i c i a n  II, m a y  b e  

s i m i l a r l y  f u n d e d .  A l l  o t h e r  e x p e n d i t u r e s  o f  t h e  B o n d  B a n k  s h o u l d  

b e  p a i d  f r o m  t h e  p r o c e e d s  o f  B a n k  B o n d  I s s u e s .  T h e s e  e x p e n s e s  a r e  

n o t  l i s t e d  i n  t h i s  f i s c a l  n o t e  b e c a u s e  o f  t h e i r  u n c e r t a i n  n a t u r e .  

T h e y  w i l l  i n c l u d e ,  h o w e v e r ,  b o n d  c o u n s e l  a n d  f i n a n c i a l  a d v i s e r  

f e e s ,  a s  w e l l  a s  a l l  d i r e c t  d e b t  i s s u a n c e  e x p e n s e s .

T h e  r e a s o n  f o r  g e n e r a l  f u n d i n g  o f  t h e  c o r e  p o s i t i o n s  a r e  t w o ­

f o l d .  F i r s t ,  t h i s  a l l o w s  t h e  B a n k  t o  b e g i n  f u n c t i o n i n g  w i t h o u t  

b e i n g  f o r c e d  to i s s u e  b o n d s  i m m e d i a t e l y .  S e c o n d ,  t h e s e  p o s i t i o n s  

w i l l  h a v e  " d e b t  m a n a g e m e n t "  r e s p o n s i b i l i t i e s  a s s i g n e d  t o  t h e m  t h a t  

w i l l  n o t  b e  l i m -’ 2 d  t o  t h o s e  o f  t h e  b o n d  b a n k .

T h e  a t t a c h e d  n e w  p o s i t i o n  r e q u e s t s  d e s c r i b e s  t h e s e  d u t i e s  i n  

s o m e  d e t a i l .



PERSONAL SERVICES 
REQUEST FOR NEW POSITION

CATEGORY__ . NCY

 K<? venue.
!;: -'ION

PROGRAM

SUB-PROGRAM

Tr e a sury ELEMENT

SUB-ELEMENT

LOCATIONPOSITION TITLE JuneauClerk Typist III
NEW

PAGE / LINEPRIORITYTYPE OF POSITION E S T A B L I S H E D

AMOUNT FUNDING SOURC DETAIL OF RELATED EXPENSES

9,696_________________

 L^-45________________
— $11^4^1______________________________

TYPE OF EXPENDITURE
.SSUCIiC,

PERSONAL SERVICES .Salary.___

- Benefits 

TotalEQUIPMENT

OTHER Chair - A O

TOTAL

TOTAL F.XPL-

EXPLANATION

This position would supply clerical support for Debt Management Section of 

the Treasury Division.

CERTIFICATION BY AGENCY HEAD DATEA P P R O V E D  LJ 

DISAPPROVED D

A P P R O V E D  □  

DISAPPROVED □
L E G I S L A T U R EG O V E R N O R



JUNEAUSTATISTICAL TECHNICIAN IIPOSITION TITLE R A N G E L O C A T I O N

T Y P E  O F  POSITION (PET, PPT, E S T A B L I S H E D P R I O R I T Y P A G E / L I N E

(! DETAIL OF RELATED EXPENSES

5 T q i T ^ r i

A M O U N Ts a c . vr K n r n x rs g ;1 3 , 8 0 3
F U N D I N G O U R C E

E R S O N A L  S E R V I C E S

T R A V E L

C O N T R A C T U A L

C O M M O D I T I E S

S A  Desk, Ciiair. Statistical ComputerE Q U I P M E N T

T O T A L

u ricssee
E X P L A N A T I O N :

T he Debt Management Section of the Treasury Division requires a Statistical Tech II to collect 

and analyze data for the preparation of Official Statements and to coordinate municipal finance 

offering through the publication of an Alaska Bond Calendar.

This Statistical Tech II will assist the Debt Finance Specialist in the data gathering require 

ment and prepare complete and current tables of revenues, expenditures and fund balances. He will 

also work directly with the Financial Advisor to coordinate the publication of these documents 

and provide data to rating agencies on a continuous basis.

The Statistical Tech II will also assist in the preparation of a monthly all-Alaskan Bond 

Calendar, This will involve continuous contact w i t h  municipalities and bond insuing authorities 

throughout Alaska,

Lastly, the Statistical Tech II will work with the Capital Receipts Planner to assist in 

gathering information about agencies' long term financing needs.

C E R T I F I C A T I O N  B Y  A O E N C Y  H E A D D A T E

L E G I S L A T U R E  AITPX7ED □  
DISAPPROVED O

G O V E R N O R  A P P R O V E D  L J  
DISAPPROVED Q

TREASURY MANAGEMENT R E V I S E D

P E R S O N A L  S E R V I C E S  

R E Q U E S T  F O R  N E W  POSITION



INVESTMENT OFFICER II (Request) 

Attachment 119

Third, there is a need for someone at the State level to coordinate Alaska Municipal debt 

offerings to lessen adverse m arket impact of bunched Alaska offerings. Also, recent legislation 

enacted relating to municipal obligations for school construction requires someone knowledgeable to 

advise m u nicipalities in this financing area. In this capacity, extensive travel throughout the 

State will be necessary to m e e t  with municipal finance officers. Outside travel is also necessary 

for coordinating activities of the State Bond Counsel and Financial Advisors.

Fourth, there is a need for a specialist within the Department of Revenue to be Executive Secretary 

proposed Municipal Bond Bank Authority. This authority must have the ability to review applications 

and set quality guidelines immediately.

Fifth, there is a need to begin work today on developing sources of long term financing to fund 

the capital relocation costs. This will involve forecasting preliminary construction bond require­

ments and testing alternative debt finance plans to determine the least cost method.
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Desk, Chair, Calculator
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E X P L A N A T I O N :

A n  experienced tax exempt financing specialist is needed by the State to V7ork in five critical 

a r e a s .

First, the Secretary for the State Bond Committee, who is the Commissioner of Revenue needs a 

specialist for staff support in issuing increasing numbers of General Obligation and Revenue Bonds.

In this capacity the Investment Officer would serve as the full time staff of the Committee and 'be 

r esponsible for the preparation of Official Statements and Notice of Sales for all issues and develop 

long term financing programs. H e  would remain in continuous contact with the markets for tax exempt 
securities, the rating agencies, and the latest IRS tax regulations. He would also remain in close 
contact wi t h  the Committee's Bond Counsel and the Financial Advisors between meetings and coordinate 

their activities.

Secondly, there is a need for an experienced tax exempt financing specialist to assist in 

developing a mortgage financing program to assume the capital requirements of the increasing Veterans] 
loan program. This would involve preparing legislation for a Veterans Loan Authority and analyzing 

the security value of pledging presently held veterans mortgages to secure authority bond issues.

G O V E R N O R A P P R O V E D  □  

DISAPPROVED Q
cum ttm  a a c M t o o o a t t a c i a  EOaaaajuaaapacagaeji j a m .

L E G I S L A T U R E APPROVED □

DISAPPROVED □
SJJUJ— — — - —  I —

C E R T I F I C A T I O N  B Y V . N C Y  H E A D

; i - m r -  r—n e i M a a m a a t a x m
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F i r s t  S u a s i o n  - N i n t h  L e g i s l a t u r e

1. ' R E Q U E S T

B i l l  Hfl. H B  72    ___________________________

T i t l e s  C r e a t i n g  t h e  A l a s k a  M u n i c i p a l  B o n d  B a n k  A u t h o r i t y

R e q u e s t e d  b y :  R e p r e s e n t a t i v e  H u g h  M a l o n e ,  Ms. D a t e :______________________

R e t u r n  D a t e  R e q u e s t e d : ,  F i n a n c e  C o m m i t t e e  C h a i r m a n

A g e n c y :  R e v e n u e    P r o g r a m :  T r e a s u r y  M a n a g e m e n t

«»*•

II. F I S C A L  D E T A I L

B u d g e t ;  R e q u e s t  U n i b ( c )  A f f e c t e d :

A .  E X P E N D J T U R H 5 : ( T h o u s a n d s  o f  d o l l a r s )

Xocf

! oo

5 0 0
off0 0

7 0 0

O B J E C T

P E R S O N A L I R V I C K S
2 0 0  T R A V E L ________

0 0  C O N T R A C T U A L

C O M M O D I ' ,  1 2 3

E Q U I P M E N T

L A N D  S T R U C T U R E S

0 H A N’T
» p o  v-> % v • T ? r*J. L/

T O T A L

F Y  75

I n t e r - a g e n c y  S e r v i c e s

F Y  7 6

3 6 . 8
12. 5

71. 0

3.0

1 3 0 . 0

F Y  7 7

..4 0.-5.
13. 8

7 8 . 1

. 6

8.8

1 4 1 . 8

F Y  7 3
4U . 5

•i** or; i ? _  i _jyv_ 

48. 9~1 "*5 3

«n

1 5 . 2  | 1 6 . 7  i 18.

8 5 . 9  ’j 94. 5~ 'f 10 4!

. 7

1 5 6 . 0

. 7

 1

i

9 ..7 j 1 0 . 7  j 1 1 . 3

I
1 7 1 . 5  j 1 8 ?

_________ L_____

B .  F U N D I N G :  ( T h o u s a n d s  o f  d o l l a r s )

I I I .  A N A L Y S I S  ( S e e  F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n s ,  S e c t i o n  I I I )  

N O T E  - P e r s o n a l  S e r v i c e s  i s f u n d e d  / / $  G e n e r a l  F u n d  a n d ^ / 3  b y  t h e

• 0 "  " ~  : '•

A u t h o r i t y .  

S e e  A t t a c h m e n t s

I V .  A T T A C H M E N T S

V. D A T E :  M a y  21, 1975 P R E P A R E D

Or i ginal: L e g i s l a t i v e  F i n a n c e
cc: B u d g e t  and M a n a g e m e n t

P r i m e  S p o n s o r  (First L e g i s l a t o r  Named)



M E M O R A N D U M S t a t e  o f  A l a s k a

•t o V ;  K e n t  D a w s o n ,  D i r e c t o r

D i v i s i o n  o f  B u d g e t  £ M a n a g e m e n t  

D e p a r t m e n t  o f  R e v e n u e

d a t e: M a y  2 0 ,  1 9  7 5

FILE NO:

F R O M S t e r l i n g  G a l l a g h e r  

'• C o m m i s s i o n e r  ... - ’i

TELEPHONE NO.-

SUBJECT: H B  7 2  -  A l a s k a  M u n i c i p a l  

B o n d  B a n k  L a w

d e b t  m a n a g e r  p o s i t i o n .  w i l T ’b e  r e q u i r e d  t o  a d m i n i s t e r  t h e  A l a s k a  

M u n i c i p a l .  B o n d  B a n k  L a w  ( H B  .72). A t  t h e  t i m e  t h e  b u d g e t  p a s s e d  

V:' ’t h e  G o v e r n o r [s R e v i e w  C o m m i t t e e ,  I b e l i e v e d  t h a t  t h e  d e b t  m a n a g e r  

p o s i t i o n  was ,  i n  m y  b u d g e t .  ( B u d g e t  W o r k b o o k ,  p a g e  9 ^ 0 ,  l i n e  7).

A s  w e  e v a l u a t e ' m a n a g i n g  $ 3 0 , 0 0 0 , 0 0 0  i n  M u n i c i p a l  B o n d s  p l u s  t h e  

n o r m a l  $ 1 5 0 , 0 0 0 , 0 0 0  p e r  y e a r  o f  b o n d s  t h a t  w e  s e l l ,  I f e e l  t h a t  

'-•■a f u l l - t i m e  m a n a g e r  i s  r e q u i r e d .  P l e a s e  c o n s i d e r  a s k i n g  t h e  

.--.r F r e e - C o n f e r e n c e  C o m m i t t e e  o n  t h e  b u d g e t  t o  i n c r e a s e  o u r  . f i scal 

".-•inote f r o m  $ 9 . 2  f o r  3 m a n - m o n t h s  t o  $ 3 5 . 8  f o r  1 2  m a n - m o n t h s  t o  

- e s t a b l i s h  t h i s  v i t a l  d e b t  m a n a g e r  p o s i t i o n .  I h a v e  a t t a c h e d  a n  

•v u p d a t e d  f i s c a l  n o t e .  ‘ *

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n .



E x e c u t i v e  S e c r e t a r y :  R ange  2 5 :  12 m on th s  s a l a r y  @ 2 , 6 0 8  mo = $ 3 1 , 2 0 0
5 , 6 0 0

ANALYSIS
P e rs o n n e l S e r v i c e s :

p l u s  18% b e n e f i t s  f o r  12 m on th s
$ 3 6  , 8 0 0

T r a v e l :
Bond B ank  A u t h o r i t y  T r a v e l :  12 t r i p s  x  5 d i r e c t o r s  x  5 d a y s  p e r  t r i p ,

$ 2 . 6  p e r d i e m  + 2 . 4  t r a v e l  = 5 , 0 0 0
E x e c u t i v e  D i r e c t o r  T r a v e l :  5 t r i p s  x  5 d a y s  p e r  t r i p ,

$ 1 . 1  p e r  d i em  + 1 . 0  t r a v e l  = 2 , 1 0 0
T r a v e l  t o  M u n i c i p a l i t i e s  t h r o u g h o u t  t h e  S t a t e  and  o u t - o f - s t a t e
Bond w o r k  = 5 , 4 0 0
C o n t r a c t u a l :
S u r e t y  B o n d i n g  5 0 0
Bond C o u n s e l  and F i n a n c i a l  A d v i s o r s  5 5 , 0 0 0
C o m m u n i c a t i o n s  ( p o s t a g e ,  p h o n e s ,  f o r m s ,  e t c . )  5 , 0 0 0
M i s c .  C o n t r a c t u a l  3 , 0 0 0
A n n u a l  A u d i t  and  A n n u a l  R e p o r t  7 , 5 0 0
I n t e r - a g e n c y  S e r v i c e s :
C e n t r a l  D u p l i c a t i n g  an d  S e r v i c e  f o r  t h e

A u t h o r i t y  b y  S t a t e  A g e n c i e s  8 , 0 0 0
C o m m o d i t i e s  500
E q u i p m e n t : F o r  new p o s i t i o n s :  D e s k s ,  c h a i r s  £ c a l c u l a t o r ’s 1 , 2 0 0



•’ F isca l Ana.ylsis —  HB 72 aim in  House Finance 
>  *

,-;Sec. 44 .58 .050 (page 4 , l in e  16) requires tha t "a ll costs o f surety bonds s h a ll
"“be'borne by the au tho rity ."

“^Sec. 44.58 .060 (page 4 , l in e  27) states that "the au tho rity  sh a ll reimburse it s  
. d irec to rs  fo r  actual expenses."

Sec. 44 .58 .070 (page 5 , l in e  5) provides fo r  the mandatory employment o f  an
"executive secretary" who is  in  the c la s s if ie d  serv ice . Permission is  a lso  given

-.-for the au tho rity  to engage services o f "bond counsel, consu ltants , experts and 
“ f in a n c ia l adv iso rs ."

“ Sec. 44.58 .110 (page 8 , l in e  29) requires the production o f an annual repo rt and 
a u d it .

•'Sec . 44 .58 .170 (page 9 , l in e  9) requ ires an annual budget be f i le d  which is  subject
to the Executive Budget Act (AS 37 .09 ).

' “Sec. 44 .58 .390 (page 26 , l in e  8) provides that " a ll expenses incurred in  carry ing  
—  out th is  chapter are payable s o le ly  from revenue or funds appropriated under th is  

chapter."

Sec. 44 .58 .400 (page 26 , l in e  13) a llows that "the cost and expense o f  a service 
requested by the au tho rity  . . . s h a ll be pa id  by the a u th o r it y .11
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JAY S. HAMMOND, Governor

K E F A K T M E X T  O F  R E V E N U E

OFFICE OF THE COMMISSIONER / POUCH S -  JUNEAU 99801

March  5 ,  1 9 7 5

The H o n o r a b l e  Hugh M a lo n e  
C h a i rm a n ,  House  F i n a n c e  

C om m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
S t a t e  C a p i t o l  
J u n e a u ,  A l a s k a  9 9 8 1 1
D e a r  Mr .  M a l o n e :

r e  House  B i l l  n o .  72
A t t h e  r e q u e s t  o f  S t e r l i n g  G a l l a g h e r ,  C o m m i s s i o n e r  o f  R e v e n u e ,  
i n  c o n n e c t i o n  w i t h  y o u r  C o m m i t t e e ' s  c o n s i d e r a t i o n  o f  House  B i l l  
No .  7 2 ,  an A c t  c r e a t i n g  t h e  A l a s k a  M u n i c i p a l  Bond Bank  A u t h o r i t y ,
I  am e n c l o s i n g  c o p i e s  o f  c o r r e s p o n d e n c e  d a t e d  F e b r u a r y  2 8 ,  1 9 7 5  
f r o m  S am ue l  L .  C o x s o n ,  C i t y  M a n a g e r ,  C i t y  o f  D i l l i n g h a m  and d a t e d  
F e b r u a r y  2 7 ,  1 9 7 5  f r o m  J e r r y  H. R i g l e r ,  J .  D . , V i c e  P r e s i d e n t  and 
T r u s t  O f f i c e r ,  N a t i o n a l  B ank  o f  A l a s k a ,  A n c h o r a g e ,  A l a s k a  t o  t h e  
T r e a s u r e r ,  C i t y  o f  D i l l i n g h a m .
You w i l l  n o t e  t h e  p r o b l e m s  p o s e d  t o  t h e  C i t y  o f  D i l l i n g h a m  r e g a r d ­
i n g  bond  p a y i n g  a g e n c y  a c c o u n t s  and Mr .  C o x s o n ' s  c ommen ts .

R e s p e c t f u l l y ,

R .  D. S t e v e n s o n  
S p e c i a l  A s s i s t a n t

RDS : lw
E n c l o s u r e s  ( 2 )
cc  S t e r l i n g  G a l l a g h e r

C o m m i s s i o n e r  o f  R ev enu e



R E C E I V E D

%  n 7  C J T Y - D F  D I L L I N G H A M
* t■ rr 3i 7 s i An /i*

B D X  191 « D I L L I N G H A M ,  A L A S K A  9 9 5 7 6  • P H O N E S  B 4 2 - 3 4 S 3  D R  E 4 2 - 3 9 3 3

J U .N o -  ■ S K A

TO r  Mr. S t e r l i n g  G a l l a g h e r ,  Corm iss ioner  . 7 1  SUBJECT 
Department o f  Revenue
Pouch S -     j date February 28 ,  1975
Juneau, A laska  99801 —

Dear Mr. G a l l a g h e r :
I . am  enc lo s ing  a l e t t e r  r e ce iv ed  today from the N a t i o n a l  Bank o f  A la ska  

which m y  be o f  i n t e r e s t  t o  you. This  p o l i c y  change may have an impact on 
the  Munic ipa l Bond Bank though i t  i s  n o t  d i r e c t l y  r e l a t e d .

cc :  Mr. Jack  Chenoweth 
SLC / l rh

 S i n c e r e l y  y o u r s , ____ _______

Samuel L .  Coxson, C i t y  Manager



R E C E IV E D  r c :  2 8 ir
/

/

f,1.1 in Office: Box COO • Anchorogc. Ahika 99510 • 907/2/2-5544
/

/

Feb ru a ry  27,  1975

T r e a s u r e r

City of  Di l l ingham
P .O .  Box 191 
D i l l ingham , A laska 99576

Re: Bond Paid Agencies

Gentlemen:

In recent months we in the T ru s t  Department of  the National Bank of 
A laska h^ve been fo rced to reeva luate ou r  bond pay ing  agency accounts.
As a re su l t  o f  ou r  reeva luat ion the management o f  the bank has decided 
that it wou ld  not be feas ib le  fo r  us to accept any more bus iness  o f  this 
type .

Let me as su re  that the decision was reached on ly  a f ter  ca re fu l  cons iderat ion . 
As you may we l l imagine , o f  p r im a ry  concern to the bank is its re la t ionsh ip  
with the munic ipa l i t ies throughout the state and the des i re  on the part  
of  the bank to see needed se rv ices  p rov ided  lo c a l l y .  What has become 
inc rea s ing ly  ev ident ,  howeve r ,  is the fact that because o f  the low vo lume 
and the re su l t ing  h igh  unit costs we cannot continue to b r i n g  these se rv ices  
to you on a competit ive b a s i s .  Ra the r  than ask you to pay what we 
would cons ide r  excess ive fees ,  the bank has decided to cu r ta i l  its activity 
in this a rea .

In the fu tu re ,  we ask  that you do not cons ide r  the National Bank o f  A laska 
fo r  pay ing  agent o r  co -pay ing  agent on any bonds you may issue .  We 
reg re t  that we have found it necessa ry  to make this reques t  and hence for th 
w i l l  decl ine any appointments as bond pay ing agents ,  o r  co -pay ing  agents .

You r s  v e r y  t r u l y ,

J e r r y  H. R i g l e r ,  J . D .
Vice P res ident and T ru s t  Off icer

OFF ICES  STATEWIDE
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FINANCE

Me mb e r s  NOT c o n c u r r i n g  i n  t h e  M a j o r i t y  r e p o r t :

_________________________________  r e c o mme n d s :

_________________________________  r e c o mme n d s :

_________________________________  r e c o m m e n d s :

_________________________________  r e c o mme n d s :

r e c o m m e n d  s :

C h a  i r n a n

C O M M  I T T E E  R E P O R T

15/7/75
Mr .  P r e s i d e n t :  

T h e  Comm i t  t e e  on

D a t e

ha s  had CSKB 72 am
c re a tin g  the A l a . ’ k a  M u n ic ip a l Bond Bank A u th o r ity

u n d e r  c o n s i d e r a t i o n .  A M a j o r i t y  o f  t h e  me mb e r s  o f  t h e  C o m m i t t e e

( ) r e c omme n d s  i t  DO PASS

( ) r e c omme n d s  i t  DO NOT PASS

( ) r e c o mme n ds  i t  DO PASS WI TH ATTACHED AMENDMENT( S)

( ) r e c o mme n ds  i t  BE REPLACED WI TH CS FOR ____________________ AND THAT

CS FOR ____________________  DO PASS

( ) " a n d "  r e c o mme n d s  i t  BE REFERRED TO THE ______________________________

COMMI TTEE

( ) r e p o r t s  i t  b a c k  WI THOUT RECOMMENDATI ON 

( ) " o t h e r "

Me mb e r s  s i g n i n g  t h e  Ma j  o r i t y r e p o r t :



; F i r s t  S t a t i o n  -  N i n t h  L o g i n l a t u r e  

I. R E Q U E S T  ^ p ~ i L £ t 2 s  /^ra?// & 0 a;+j  /frcez*.&

B i l l  HO. 
T i t l e :

House Bill 72Creatinq the Alaska Municipal Bond Bank Authority.
!TtrrrrsR e t u r n  Date Requested :  ~  _ ______________ ‘ _____________

Revenue  P r o g r a m :  Treasury Management.

Requested by: Representative Hugh Malone. Hse. Fin. .Date L
A g e n c y :

II. F I S C A L  D E T A I L
B u d g e t  R e q u e s t  U n i t ( s )  A f f e c t e d : __________
A. E X P E N D I T U R E S : ( T h o u s a n d s  o f  d o l l a r s )

OB.7ECT F Y  75 F Y  7b FY 77 F Y  73 F Y  79 vv  80

10 0 P E R S O N A L  S E R V I C E S "9-2- 
12 5'

HL-L
13 8

11.1
15.2

_ . J2.2.. 
16.7-

13. a. 
IB. A

200
300

TRAVEi.
C O N T R A C T U A L 71.0 78.1 85.9 94.5 104.0

5oo C O M M O D I T I E S :5 .6 - 7 L ____ *7 .8

BOO E Q U I P M E N T 1.2
---

600 L A N D  & S T R U C T U R E S *

700 G R A N T S ,  C L A I M S ,  ETC.
gnn TNTFR-AGFNFY SFRVTFFS 8.0l 8.8 . SLi, . . 10.7. 11.8

T O T A L
-o- 102.4' 111.4 122.6 134.8 ‘148.4

• • B. F U N D I N G :  (Th o u s a n d s of d o l l a r s )
» * •

•

- G E N E R A L  F U N D  
F E D E R A L  F U N D S  
O T H E R 102.4 111,4. 122.6.

’I
J

... 134.8J j i a  a

C. P O S I T I O N S :

p e r m a n e n t / t e m p o r a r y / 1 <  -1 V J 1 J L ____J  i ^ _ i _ u

M A N  M O N T H S  ( P . / T . ) V .. V 3 / I 3 jL 1 3 /  1 3 /

III. A N A L Y S I S  (See Fisc.il. N o t e  P r e p a r a t i o n  I n s t r u c t i o n s ,  S e c t i o n  I I I )  

. See attached analysis .

IV. A T T A C H M E N T S

V. D A T E : April 12, 1975 P R E P A R E D  BY:

O r i g i n a l  

c c :

L e g i s l a t i v e  F i n a n c e
B u d g e t  a n d  M a n a g e m e n t
P r i m e  S p o n s o r  (First L e g i s l a t o r  n a m e d )

Senator B i l l  Ray



ANALYSIS

Personnel Services:

Executive Secretary: Range 25: 3 months sa lary @ 2,608 mo = $7,824
plus 18% benefits fo r 3 months 1,408

$9,232

T rave l:

Bond Bank Authority Travel : 12 tr ip s  x 5 directors x 5 days per t r ip ,
$2.6 perdiem + 2 .4 travel = 5,000

Executive D irector Travel: 5 tr ip s  x 5 days per t r ip ,
$1.1 perdiem + 1 .0  travel = 2,100

Contractual:

Surety Bonding 500
Bond Counsel and F inancial Advisors 55,000
Communications (postage, phones, forms, e tc .) 5,000
Misc. Contractual 3,000
Annual Audit and Annual Report 7,500

Inter-agency Services:

Central Duplicating and Service fo r the 
Authority by State Agencies 8,000

Commodities 500

Equipment: For new pos it ions : Desks, chairs & calculators 1,200



Fiscal flnayls is -- HB 72 aim in  House Finance

Sec. 44.58.050 (page 4, l in e  16) requires that "a ll costs o f surety bonds sha ll 
be borne by the authority ."

Sec. 44.58.060 (page 4 , l in e  27) states that "the authority sha ll reimburse its  
d irectors fo r actual expenses."

Sec. 44.58.070 (page 5, l in e  5) provides fo r the mandatory employment of an
"executive secretary" who is  in the c la s s if ie d  service . Permission is  also given
fo r the authority to engage services o f "bond counsel, consultants, experts and 
fin anc ia l advisors."

Sec. 44.58.110 (page 8 , l in e  29) requires the production o f an annual report and 
aud it .

Sec. 44.58.170 (page 9, l in e  9) requires an annual budget be f i le d  which is  subject
to the Executive Budget Act (AS 37 .09).

Sec. 44.58.390 (page 26, l in e  8) provides that "a ll expenses incurred in  carry ing 
out th is  chapter are payable so le ly  from revenue or funds appropriated under th is  
chapter."

Sec. 44.58.400 (page 26, l in e  13) allows that "the cost and expense of a service 
requested by the authority . . . sha ll be paid by the au tho rity ."



D E P A R T M E N T  O F  R E V E N U E  /

. OFFICE OF THE COMMISSIONER / POUCH S —  JUNEAU 99801

March 11 ,  1975

James B . R h o d e , SA 
House F inance Committee 
A la s k a  State Leg is la tu re  
Pouch V
Ju n e a u ,  A la ska  99811 

D ea r  M r .  Rhode :

Enc losed  is a memorandum f rom Jack  Chenoweth to L a r r y  Eppenbach 
on  c u r r e n t  bond  issues  ou ts tand ing in  v a r i o u s  communities o f  the 
Sta te .

These  a r e  the communities we w ou ld  deem in need o f  a s s i s tance .
The  sm a l l e r  cities have the most need such as S i tk a ,  C o rd o v a ,  Nome, 
P e t e r s b u r g ,  Seward  and V a ld e z .

S i n c e r e l y ,

yS t e r l i n g  -Ga l l aghe r  
Commiss ione r

SG: gd 

Enc lo su re
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" M E M O R A N D U M  S t a t e  o f  A l a s k a
. /  “ DEPARTMENT OF COMMUNITY AND REGIONAL AFFAIRS

tr

. to: Larry Eppenback DATE: December 13, 1974
Deputy Commissioner o f Treasury 
Department o f Revenue , F,LE N0;

T E LE P H O N E  NO:

hom; Jack Chenow
D irecto r /  A  
Local Government Assistance D iv is io n

s u d j e c t :  M unic ipa l bond bank: reported
authorized but unissued and 
an t ic ip a ted  general o b lig a t io n  
bond issues .

Questionnaires d irected to some 40 A laska m u n ic ip a lit ie s  inqu ired  as to 
an t ic ip a ted  general o b lig a t io n  bond issues . The in fo rm ation  returned is  
summarized below. The C it ie s  o f Anchorage and Fa irbanks , the Greater 
Anchorage Area Borough and the Fairbanks North Star Borough are excluded.

Juneau

S itka

Kenai Peninsula 
Borough

Kodiak Is land  
. Borough

Matanuska-Susitna- 
•.. Borough ' .

North- Slope- Borough

-.-.AUTHORIZED BUT 
‘ UNISSUED

$ 2 ,500,000

- 0 -

- 0 -

Bethel

Cordova

35,000

15,500,000

2 0 , 0 0 0 , 0 0 0

2 * 2 0 0 *0 0 0 --

' 650', 003"- 
5 0 , 0 0 0  
f 0 , 0 0 0  

.Z , 6 5 0 , 0 0 0  -

Lane

1,000,000

. • . •

ANTICIPATED 

$ 4 ,000 ,000 

• 1 , 0 0 0 , 0 0 0  .

3 ,500 ,000
' ••

•' ■ None •

• "• Rone

PURPOSE

School
F ire  f a c i l i t ie s  

and equipment

Roads .. . 

Schools 

Schools

*?• r*,/.

None

250,000

5,500,000

Schools

Schools • ' “ T 
Roads- - - ' .
P ub lic  housing 
Wnter/scwer 
U t i l i t ie s  
Other c a p ita l . 

improvements

>. • I

Dock improvements

C iv ic  center complex 
School



Larry Eppenback -2- * December 13, 1974

AUTHORIZED BUT 
UNISSUED ANTICIPATED PURPOSE

Ketchikan

Kodiak

Nome

Pelican

, • • • •. < # , 

Petersburg

Seward

Skagway

Soldotr.a

$ 1 ,250 ,000 $

1 ,380 ,000
»

1 , 0 0 0 , 0 0 0  

None

- V  . •. ' • • N o n e
s«' • ” * , * •

600,000

None 

None 

2 , 0 0 0 , 0 0 0  

, .  58,500

Sewer treatment 
f a c i l i t y  ,

Water and sewer/streets

Schools
Port f a c i l i t ie s

Sewage .treatment f a c i l i t y

5 ,500 ,000 School

- . 2 0 0 , 0 0 0

1,400,000

50,000

/ None'
* .

j:  • .. None

Water/sewer/sewage 
treatment 

Dock improvement

Sewer
• i • • • . * .

Water/sewer

W rangelli l l  . • -“7 5 0 ,0 0 0 ' ' • ’ * . ' Sewer
. • 350,000 Pool

r.

; ■*.’ A 'aldez ' V Z ~  • None. ■: •• •• •
:v.V.y‘ — r . > V  12 ,500 ,000 ' - School * '-f; ; '

:  * - O ther"m un ic ipa lit ies  contacted but in d ic a t in g  no unissued bonds or a n t ic ip a te d  . 
. . .  - p ro jects are : ■.••• *.    •_ • •  * ...- •

B r is to l Bay Borough 
Haines Borough 
Ketchikan Gateway Borough
Barrow .   .....
Craig
D illin gham
lla ines
Homer
Hoonah
llydaburg

Tota ls o f the bonds l is t e d  a re :

• Authorized but unissued 
i Antic ipated

Kake *"
'Kenai •
King Cove 
Klawock 

•Kotzebue 
Nenana
S a in t Mary's 
Seldovia 
Unolaska 
Yakutat

$ 56,715,000
$ 34,703,500



M E M O R A N D U M

A p r i l  9 , 1975

S u b j e c t :  S t a t e  Bond  B an k  -  H ou s e  B i l l  7 2

T h i s  s u b j e c t  h a s  b e e n  b e f o r e  t h e  H ou se  F i n a n c e
C o m m i t t e e .

The  t h e o r y  i s  t h a t  t h e  S t a t e  w o u ld  c r e a t e  a 
c o r p o r a t i o n  w h i c h  w o u ld  o p e r a t e  b y  p u r c h a s i n g  m u n i c i p a l  
b ond  i s s u e s  a t  a t im e  when s e v e r a l  m u n i c i p a l i t i e s  w e r e  
i n  a  p o s i t i o n  t o  i s s u e  b o n d s .  I t  w o u l d  buy o n l y  g e n e r a l  
o b l i g a t i o n  b o n d s .  When a s u f f i c i e n t  numbe r  o f  m u n i ­
c i p a l i t i e s  h a v e  b o n d s  w i t h  a p p r o x i m a t e l y  an e q u a l  r a t i n g  
and  s i m i l a r  c h a r a c t e r i s t i c s  s u c h  a s  t h e  same m a t u r i t y  
d a t e s ,  t h e  b ond  b a n k  w o u l d  p u t  o u t  a p r o s p e c t u s  i n v i t i n g  
b i d s  on  b o n d s  i s s u e d  b y  t h e  b o n d .  b a n k .  T h e s e  w o u l d  b e  
r e v e n u e  b o n d s  o f  t h e  b a n k  p a y a b l e  f r o m  t h e  r e v e n u e  d e r i v e d  
f r o m  t h e  m u n i c i p a l  b o n d s  p u r c h a s e d  b y  t h e  b a n k .  T h e  b a n k ' s  
b ond s  w o u ld  b e  b a c k e d  by a r e s e r v e  f u n d  t o  b e  a p p r o p r i a t e d  
by  t h e  l e g i s l a t u r e  f o r  t h i s  p u r p o s e  e q u a l  t o  p r i n c i p a l  and  
i n t e r e s t  p a y a b l e  i n  o n e  y e a r  o n  t h e  b o n d s  i s s u e d  b y  t h e  
H ank .  The  p r o p o n e n t s  o f  t h i s  b i l l  a n t i c i p a t e  t h a t  t h e  
S t a t e  c o u l d  s e l l  a r e v e n u e  b o n d  o f  t h i s  t y p e  a t  a l o w e r  
r a t e  o f  i n t e r e s t  t h a n  t h e  m u n i c i p a l i t i e s  c an  s e l l  t h e i r  
g e n e r a l  o b l i g a t i o n  b o n d s  b e c a u s e  t h e  S t a t e ' s  l a r g e r  i s s u e  
w o u ld  be  m o r e  a t t r a c t i v e  t h a n  a  numbe r  o f  m u n i c i p a l  s m a l l e r  
i s s u e s  and  t h e  r e s e r v e  f u n d  w o u l d  b e  a d d i t i o n a l  s e c u r i t y  
f o r  t h e  h o l d e r s  o f  t h e  b a n k ' s  b o n d s .

The  p r o p o n e n t s  o f  t h e  b i l l  f r a n k l y  s t a t e d  t h a t  
t h e  bond  b a n k  w o u ld  be  u n a b l e  t o  b uy  b ond s  o f  i n f e r i o r  
q u a l i t y  and  i t  c an  n o t  be  u s e d  a s  a v e h i c l e  t o  s e l l  b o n d s  
t o  t h e  b a n k  u n l e s s  t h e y  w e r e  g o o d  q u a l i t y .  T h e y  s t a t e d  
t h a t  t h e  p u r c h a s e r  o f  t h e  b a n k ' s  b o n d s  w o u ld  c o n s i d e r  a 
p a c k a g e  t o  h a v e  a q u a l i t y  e q u a l  t o  t h e  l o w e s t  q u a l i t y  
m u n i c i p a l  b o n d s  i n  t h e  p a c k a g e  and  t h i s  i s  t r u e .

I  a d v i s e d  t h e  c o m m i t t e e  t h a t  m u n i c i p a l i t i e s  who 
d o  n o t  k e e p  p r o p e r  m i n u t e s  o f  t h e i r  m e e t i n g s ,  l e v y  and  
c o l l e c t  t a x e s  a s  t h e y  s h o u l d  and  k e e p  p r o p e r  b o o k s  o f  
a c c o u n t  t o  r e f l e c t  t h e i r  f i n a n c i a l  s t a n d i n q  w o u ld  n o t  be  
a b l e  t o  s e l l  t h e i r  b o n d s .  I  t o l d  them t h a t  the :y  s h o u l d  
n o t  go  home and  t e l l  t h e i r  c o n s t i t u e n t s  t h a t  t h i s  was 
t h e  a n sw e r  t o  t h e i r  f i n a n c i a l  p r o b l e m s  b e c a u s e  i t  w o u l d  
o n l y  be  b e n e f i c i a l  i n  my o p i n i o n  t o  some c o m m u n i t i e s .

The  S t a t e  v / i t h  an  "A" r a t i n g  s o l d  i t s  l a s t  
g e n e r a l  o b l i g a t i o n  b o n d s  f o r  5 . 9 9 %  i n t e r e s t .  S i n c e  t h e s e  
a r e  r e v e n u e  b o n d s  t h e y  w o u ld  s e l l  f o r  a h i g h e r  r a t e  o f  
i n t e r e s t .  A t  t h e  p r e s e n t  t im e  S t a t e  r e v e n u e  b o n d s  a r e  
b e i n g  s o l d  o n l y  a t  v e r y  h i g h  i n t e r e s t  r a t e s  b e c a u s e  o f  a 
d e f a u l t  o f  $ 1 0 5 , 0 0 0 , 0 0 0  i n  b o n d s  by  t h e  U r b a n  D e v e l o p m e n t



C o r p o r a t i o n  o f  t h e  S t a t e  o f  New Y o r k . I n  n o r m a l  t im e s  a 
b ond  b a n k  b ond  o f  t h i s  t y p e  s h o u l d  s e l l  f o r  a b o u t  6 - 1 / 2  
t o  7% i n t e r e s t .  The b i l l  s t a t e s  t h a t  t h e  S t a t e  w o u l d  
a ssume no  o b l i g a t i o n  f o r  t h e  p a ym en t  o f  t h e  b o n d s  and  t h a t  
t h e  b ond  b a n k  r e v e n u e s  a r e  t h e  o n l y  b a c k i n g  f o r  t h e  b o n d s . 
I t  f u r t h e r  s t a t e s  t h a t  t h e  S t a t e  w o u ld  n o t  s u b s i d i z e  t h e  
b an k  e x c e p t  t o  e s t a b l i s h  a r e s e r v e  f u n d .  T h e  c o s t  o f  
o p e r a t i o n s  w o u ld  h a v e  t o  b e  p a i d  f r o m  t h e  i n c om e  r e c e i v e d  
f r o m  t h e  m u n i c i p a l i t i e s  w h i c h  t h e y  w o u l d  p a y  i n  t h e  f o r m  
o f  i n t e r e s t  on  t h e i r  b o n d s .  T h e r e f o r e  i t  i s  my o p i n i o n  
t h a t  t h e  b ond  b a n k  w o u l d  h a v e  t o  p a y  6 . 5  t o  7% i n t e r e s t  
on  i t s  b o n d s  and w o u ld  h a v e  t o  c h a r g e  t h e  m u n i c i p a l i t i e s  
somewha t  m o r e .  The  l a r g e r  m u n i c i p a l i t i e s  a r e  h a v i n g  no  
t r o u b l e  s e l l i n g  t h e i r  b o n d s  a t  r a t e s  s l i g h t l y  a b o v e  6%.
The  l a s t  J u n e a u  i s s u e  w en t  f o r  6 . 2 .  T h e r e f o r e  t h e y  c o u l d  
n o t  s a v e  an y  money b y  s e l l i n g  t o  t h e  b ond  b a n k .  T h e  b ond  
b a n k  i s  o f  n o  v a l u e  t o  a c om m un i t y  u n l e s s  i t  c an  e i t h e r  
s e l l  t h e  m u n i c i p a l  t o n d s  w i t h  a r a t e  o f  i n t e r e s t  l e s s  t h a n  
t h e y  can  s e l l  o t h e r w i s e  o r  c an  m a r k e t  a b ond  w h i c h  i s  n o t  
m a r k e t a b l e  o t h e r w i s e .

The way i t  i s  d e s i g n e d  a t  t h e  p r e s e n t  t im e  t h e  
c o m m u n i t i e s  w i t h  g o o d  c r e d i t  r a t i n g  can  s e l l  c h e a p e r  on  
t h e  op en  m a r k e t  and  t h e  b o nd  b a n k  w o u ld  be o f  n o  h e l p  
t o  t h em .  M u n i c i p a l i t i e s  w h i c h  h a v e  l a r g e  am ou n t s  c f  
b o n d s  o u t s t a n d i n g  and  h a v e  u s e d  up t h e i r  c r e d i t  c an  n o t  
i s s u e  m o re  b o n d s  and  s e l l  them  t o  t h e  b a n k  b e c a u s e  t h e  
b a n k  w o u l d  n o t  p u r c h a s e  th em  and  j e o p a r d i z e  t h e  r e s e r v e  
f u n d s .  H o w e v e r ,  t h e r e  a r e  m u n i c i p a l i t i e s  w h i c h  h a v e  
n e v e r  i s s u e d  b o n d s  and  h a v e  no r e p u t a t i o n  ' i n  t h e  m a r k e t .  
T h e r e  a r e  a l s o  new c o m m u n i t i e s  s p r i n g i n g  up w h i c h  h a v e  
no  f i n a n c i a l  h i s t o r y  b u t  h a v e  g o o d  p r o s p e c t s .  T h e r e  a r e  
o t h e r  c o m m u n i t i e s  w h i c h  b e c a u s e  o f  u n s e t t l e d  e c o n o m i c  
c o n d i t i o n s  may h a v e  t r o u b l e  m a r k e t i n g  b o n d s  a t  a r e a ­
s o n a b l e  r a t e  o f  i n t e r e s t  s u c h  a s  6 . 5 % .  F o r  t h e s e  c ommun i ­
t i e s  who m i g h t  h a v e  t o  p a y  7% o r  m o re  on  a g e n e r a l  o b l i ­
g a t i o n  b o n d ,  t h e  b ond  b a n k  may b e  a b l e  t o  p r o v i d e  them  
a  m a r k e t  w h i c h  w o u l d  o t h e r w i s e  n o t  be a v a i l a b l e  and  i t  
may b e  a b l e  t o  s a v e  th em  money i n  t h e  i n t e r e s t  r a t e .

I n  my o p i n i o n  an y  s m a l l  c om m un i ty  i n  S o u t h ­
e a s t e r n  A l a s k a  w h i c h  h a s  n o t  o v e r - e x t e n d e d  i t s e l f  i n  
t h e  i s s u a n c e  o f  b o n d s  and h a s  g o o d  f i n a n c i a l  r e c o r d s  
can  s e l l  t h e i r  b o n d s  t o  A l a s k a  b a n k s  a t  r a t e s  o f  i n t e r e s t  . 
and w i t h  l e s s  d e l a y  and  e x p e n s e  t h a n  i s  n e c e s s a r y  when 
d e a l i n g  w i t h  a b ond  b an k  e s t a b l i s h e d  a s  p r o p o s e d .  T h e r e ­
f o r e  i t  i s  d o u b t f u l  t h a t  t h e  b a n k  w o u ld  be o f  a n y  b e n e f i t  
t o  s u c h  a c om m un i ty  b u t  i t  c o u l d  h a v e  a d v a n t a g e s  f o r  
m u n i c i p a l i t i e s  w h i c h  d o  n o t  h a v e  s u c h  a g o o d  p o s i t i o n  
i n  t h e  m a r k e t .
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I  a d v i s e d  t h e  c o m m i t t e e  t h a t  t h e  p r o p o s e d  
a p p r o p r i a t i o n  o f  $ 2 , 6 5 0 , 0 0 0  f o r  t h e  r e s e r v e  w o u ld  n o t  
s u p p o r t  m o r e  t h a n  $ 3 0 , 0 0 0 , 0 0 0  o f  b o n d s  o u t s t a n d i n g  and  
i f  t h e  b a n k  i s  t o  o p e r a t e  e f f i c i e n t l y ,  i t  m u s t  h a v e  a 
l a r g e r  r e s e r v e  f u n d .  T he  a d m i n i s t r a t i o n  i s  now a s k i n g  
f o r  an  a p p r o p r i a t i o n  o f  $ 4 , 4 4 5 , 0 0 0  t o  be a p p r o p r i a t e d  
t o  t h e  r e s e r v e  f u n d  t o  s u p p o r t  $ 5 0 , 0 0 0 , 0 0 0  o f  b o n d s .  
The  p r o s p e c t s  o f  g e t t i n g  s u c h  an  a p p r o p r i a t i o n  a r e  n o t  
g o o d .

£7>Sp \ . d L
N . 'C. Banf ie id/

NCB ;np



LAW OFFICES OF

FAULKNER. BANFIELD. D O O G A N  & HOLMES
S U I T E  2 0 1 .  311 F R A N K L I N  S T R E E T  

JUNEAU. ALASKA 99601
A p r i l  9 ,  1 9 7 5

JAN VAN OORT LAWRENCE T. FEENEY CHARLES N. DRENNAN

HERBERT L. FAULKNER 11602-1972)NORMAN C. BANFIELDFRANK M. OOOGANMICHAEL M. HOLMESRANDALL J. WEDOLEWILLIAM B. ROZELL

C i t y  o f  C r a i g  
P . -  0 .  B o x  12 
C r a i g ,  A l a s k a  9 9 9 2 1

R e :  B ond  B an k
G e n t l e m e n :

Y ou  h a v e  b e e n  c o n t a c t e d  b y  t h e  A l a s k a  
M u n i c i p a l  L e a g u e  t o  s u p p o r t  H o u s e  B i l l  N o .  '72 
w h i c h  w o u l d  a u t h o r i z e  t h e  S t a t e  t o  e s t a b l i s h  a 
b o n d  b a n k .

I  h a v e  w r i t t e n  a  Memorandum on  t h e  s u b j e c t  
w h i c h  I  am s e n d i n g  y o u  f o r  y o u r  i n f o r m a t i o n  and  
c o n s i d e r a t i o n .

Y o u r s  v e r y  t r u l y ,

C  .
N. C . B a n f i ^ l d

NCB :np  
E n c l o s u r e
c c :  A l a s k a  M u n i c i p a l  L e a g u e

Tel. 500-2210 
area Code 907



LAW OFFICES OF

FAULKNER. BANFIELD. DO O G AN  Q HOLMES

HER8ERT L. FAULKNER (1882-1972) SUITE 201. 311 FRANK LI N STREETNORMAN C.BANFIELD J U N EAU, ALAS KA 99601FRANK M. DOOGAN MICHAEL M. HOLMESRANDALL J. WEOOLE A p r i l  9 ,  1 9 7 5WILLIAM 0. ROZELL
JAN VAN DORT LAWRENCE T. FEENEY CHARLES N. DRENNAN

C i t y  o f  P e l i c a n  
P .  0 .  B o x  7 5 7  
P e l i c a n ,  A l a s k a  9 9 8 3 2

R e :  Bond  B a n k
G e n t l e m e n :

You  h a v e  b e e n  c o n t a c t e d  b y  t h e  A l a s k a  
M u n i c i p a l  L e a g u e  t o  s u p p o r t  H o u s e  B i l l  No .  72 
w h i c h  w o u l d  a u t h o r i z e  t h e  S t a t e  t o  e s t a b l i s h  a 
b o n d  b a n k .

I  h a v e  w r i t t e n  a Memorandum on t h e  s u b j e c t  
w h i c h  I  am s e n d i n g  y o u  f o r  y o u r  i n f o r m a t i o n  and  
c o n s i d e r a t i o n .

Y o u r s  v e r y  t r u l y ,

N. C . B a n f i e y / d

NCB :np
E n c l o s u r e
c c :  A l a s k a  M u n i c i p a l  L e a g u e

9

TEL.300-2210 Area Cooe 907



I

S t a t e m e n t  o n  Hit 72  
S u b m i t t e d  b y  Don M. B e r r y  

E x e c u t i v e  D i r e c t o r  
A l a s k a  M u n i c i p a l  L e a g u e

M r .  C h a i rm a n ,  Members  o f  t h e  C o m m i t t e e :
F o r  t h e  r e c o r d ,  I  am Don M. B e r r y ,  E x e c u t i v e  D i r e c t o r  o f  t h e  

A l a s k a  M u n i c i p a l  L e a g u e ,  an  o r g a n i z a t i o n  r e p r e s e n t i n g  c i t i e s  and  
b o r o u g h s  t h r o u g h o u t  A l a s k a .  On b e h a l f  o f  t h e  L e a g u e  m em be r s ,  I  
w ig h  t o  e x p r e s s  o u r  a p p r e c i a t i o n  f o r  t h i s  o p p o r t u n i t y  t o  p r e v e n t  
t e s t i m o n y  i n  s u p p o r t  o f  HB 72 an  a c t  e s t a b l i s h i n g  t h e  M u n i c i p a l  
Bond  B an k  A u t h o r i t y .

The L e a g u e  h a s  s p e n t  s e v e r a l  y e a r s  r e v i e w i n g  an d  d r a f t i n g  t h e  
c o n c e p t  o f  a s s i s t n a c e  t o  l o c a l  g o v e r n m e n t s  b y  t h e  c r e a t i o n  o f  a 
f i n a n c i n g  a g e n c y  w i t h i n  t h e  S t a t s  w h i c h  c o u l c l  p r o v i d e  a v i a b l e  means 
o f  a i d i n g  t h e s e  l o c a l  g o v e r n m e n t s  t o  o v e r c o m e  rnanv o f  t h e  h i g h  c o s t  
p r o b l e m s  i n c u r r e d  i n  t h e  c a p i t a l  m a r k e t s  and  w h i c h  c o u l d  a i d  com­
m u n i t i e s  i n  t h e  f i n a n c i n g  o f  n e e d e d  c a p i t a l ,  im p r o v e m e n t s .  T,7e f e e l  
t h a n  I B  72  a s  i t  a p p e a r s  b e f o r e  t h i s  c o m m i t t e e  a d e a u a t e l v  m e e t s  
t h e s e  n e e d s .

As y o u  a r e  w e l l  a w a r e ,  many c o m m u n i t i e s  i n  A l a s k a  h a v e  e x ­
p e r i e n c e d  e x t r e m e  d i f f i c u l t y  i n  o b t a i n i n g  n e c e s s a r y  f u n d s  t o  c o n ­
s t r u c t  c i v i c  im p r o v e m e n t s  d ue  t o  e x i s t i n g  b ond ed  i n d e b t e d n e s s  o r  
h i g h  i n t e r e s t  r a t e s .  B e c a u s e  o f  t h e  e x t r e m e  c o s t s  o f  n o r m a l  l o c a l  
g o v e r n m e n t  r e s p o n s i b i l i t i e s , v i t a l l y  n e e d e d  c a p i t a l  im p r o v e m e n t s  
s u c h  a s  s t r e e t s ,  s e w e r s ,  w a t e r  s y s t e m s ,  h o s p i t a l s ,  p a r k s  and



r e c r e a t i o n  f a c i l i t i e s ,  p o l l u t i o n  c o n t r o l ,  l i b r a r i e s ,  e t c .  h a v e  
become  i n f e r i o r  c l a i m a n t s  i n  t h e  c o m p e t i t i o n  f o r  t h e  l o c a l  t a x  b a s e .  
T h e r e f o r e ,  t h e  c n l v  r e c o u r s e  h a s  b e e n  t o  g o  t o  t h e  b o n d  m a r k e t  w i t h  
i t s  n e a r l y  p r o h i b i t i v e  c o s t s .  T h i l e  many p l a n s  h a v e  b e e n  a d v a n c e d  
by  t h e  U .  S .  T r e a s u r y ,  C o n g r e s s  a nd  o t h e r s  t o  a i d  s u c h  c o m m u n i t i e s ,  
o n e  t h i n g  t h a t  a l l  p r o p o s a l s  h a v e  i n  common i s  t h e  p o w e r f u l  i n -  
v o l v e m e n t  o f  t h e  f e d e r a l  g o v e r n m e n t  o n e  way o r  a n o t h e r .  n 'ne L e a g u e  
b e l i e v e s  t h a t  s t a t e  i n v o l v e m e n t  i s  n o t  o n l y  m o re  a p p r o o r i a t e  b u t  
much m o r e  b e n e f i c i a l .

T h i s  i n v o l v e m e n t  c o u l d  t a k e  tw o  c o u r s e s  -  o u t r i g h t  g r a n t s  t o  
p o l i t i c a l  s u b d i v i s i o n s  f o r  c a p i t a l  im p r o v e m e n t s  o r  t h e  c r e a t i o n  o f  
a  m u n i c i p a l  a u t h o r i t y  s u c h  a s  y o u  now h a v e  b e f o r e  y o u .  S i n c e  
HB 7 2  d o e s  n o t  d e a l  w i t h  o u t r i g h t  gran-'' , we w i l l  c o n f i n e  o u r  r e ­
m a r k s  t o  t h e  b ond  a u t h o r i t y .

U n l i k e  m o s t  s t a t e s  w i t h  t h e i r  n um e ro u s  p o l i t i c a l  s u b d i v i s i o n s  
i s s u i n g  b o n d s  i n  l a r g e  v o l u m e ,  A l a s k a  h a s  r e l a t i v e l y  f ew  i s s u e r s ,  
w i t h  m o s t  c f  t h e  v o l u m e  i n  t h e  C i t y  a nd  B o r o u a h  o f  A n c h o r a g e ,  t h e  
C i t y  o.c F a i r b a n k s ,  t h e  F a i r b a n k s  ' J o r t h  S t a r  B o r o u g h ,  a n d ,  t o  a l e s s ­
e r  e x t e n t ,  t h e  K e n a i  P e n i n s u l a  B o r o u a h ,  t h e  C i t y  and  B o r o u g h  o f  
J u n e a u ,  and  t h e  C i t y  o f  K e t c h i k a n  and  K e t c h i k a n  C a t ew a v  B o r o u g h .

H ew e v e r ,  w i t h  t h e  r a o i d  i n c r e a s e  o f  e c o n o m i c  a c t i v i t y  o v e r  t h e  
n e x t  f ew  y e a r s ,  A l a s k a  mav a n t i c i p a t e  t h a t  i t s  s m a l l e r  c i t i e s  s u c h  
a s  V A id e s  and C o r d o v a  and  l e s s  o o n u l o u s  b o r o u g h s  s u c h  a s  t h e  
M a r a n u s k a — S u s i t n a  and  '7o r t h  S l o p e  w i l l  b e g i n  t o  b o r r o w  on  a 
v o l u m e  c o m p a r a b l e  t o  t h e  l a r g e r  p o p u l a t i o n  c e n t e r s .  I n  a d d i t i . c n ,  
v i l l a g e s  o r  c o m m u n i t i e s  mav be e x p e c t e d  t o  i n c o r p o r a t e  o r  a t t a i n  
' '’->rpor>.ttc s t a t u s  P e r m i t t i n g  b ond  i s s u a n c e ,  and  o t h e r  p o c k e t s  o f



g r o w t h  w i l l  d e v e l o p .  T h e s e  new g r o w th  p o c k e t s  w i l l  h a v e  c a p i t a l  
d em and s ,  i n i t i a l l y  f o r  s c h o o l s  and  l a t e r  f o r  o t h e r  m u n i c i p a l
p u r p o s e s .

A l a s k a  may e x p e c t  t h e n  o v e r  t h e  n e x t  f ew  v e a r s  a n um be r  o f  
p o t e n t i a l  b o n d  i s s u e r s  who h a v e  n e v e r  a p p r o a c h e d  t h e  m u n i c i p a l  
b o nd  m a r k e t .  Manv o f  t h e s e  w i l l  o b v i o u s l y  be  u n r a t e d  on  t h e i r  
i n i t i a l  f i n a n c i n o s .  T h u s ,  some o f  t h e  l o c a l  i s s u e s  w i l l  n o t  g a i n  
n e a r l y  t h e  i n v e s t o r  a t t e n t i o n  t h e y  m i g h t  d e s e r v e  b e c a u s e  o f  t h e  
d i f f i c u l t y  o f  a n a l y s i n g  t h e  c r e d i t  o f  a new m u n i c i p a l i t v  o r  a 
m u n i c i p a l i t y  v /h ich  h a s  n o t  h e r e t o f o r e  b o r r o w e d .  P a r t i c u l a r  e c o n o m i c ,  
p o l i t i c a l  o r  s o c i a l  p r o b l e m s  m i g h t  bo  p r e s e n t  i n  a g i v e n  s i t u a t i o n  
w h i c h  w o u ld  p r e c l u d e  a n y  r e a s c n a l b l e  e x p e c t a t i o n  o f  o b t a i n i n g  f u n d s  
b y  b o r r o w i n g .  L o c a l  o f f i c i a l s  i n  many o f  t h e s e  b u d d i n g  c o m m u n i t i e s  
may f i n d  t h a t  r e a d y i n g  an i s s u e  f o r  m a r k e t  i s  b e y o n d  t h e i r  
c a p a b i l i t i e s  b e c a u s e  o f  i n e x p e r i e n c e .

A M u n i c i p a l  B o n d  Ban k  A u t h o r i t y ,  s u c h  a s  e n v i s i o n e d  i n  HB 7 2 ,  
c o u l d  ĥ e o f  im m e a s u r a b l e  h e l p  t o  f i r s t  t im e  b o r r o w e r s  i f  o n l v  
b e c a u s e  o f  t h e  a d v i c e  i t  c o u l d  r e n d e r  on  t h e  t c c h n i r r u o s  o f  p r e p a r i n g  
b o n d s  f o r  m a r k e t .

I l l  a d d i t i o n ,  t h e  c o n c e p t  o f  p a c k a g i n g  a numbe r  o f  i s s u e s  
f r o m  new o r  s m a l l e r  m u n i c i p a l i t i e s  i n  e f f e c t  r e o f f c r e d  t h r o u g h  t h e  
new u n i f o r m  s e c u r i t y  o f  t h e  M u n i c i p a l  Bond Bank  A u t h o r i t y  c o u l d  
be  o f  g r e a t  h o l e  i n  l o c a l  d e b t  m an ag em en t .  The p r i i n a r v  a n a l y s i s  
o f  t h e  l o c a l  b ond  s e c u r i t y  c o u l d  be  u n d e r t a k e n  by  t h e  Bond  A u t h o r i t y  
and  t h e  b u r d e n  r e l i e v e d  f r o m  o u t s i d e  m u n i c i p a l  b ond  p u r c h a s e r s .
I t  may bo  e x n o c t o d  t h a t  t h e  M u n i c i p a l  Bond A u t h o r i t y  o p e r a t i o n  
c o u l d  r e s u l t  i n  i n t e r e s t  c o s t  s a v i n g s  t o  t h e  s m a l l e r  m u n i c i p a l i t i e s
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s i n c e  t h e  u n i f o r m  s e c u r i t y  i t  o f f e r s  t o  b ond  h o l d e r s  w o u l d  o b v i a t e  
t h e  d i f f i c u l t  i s s u o - b y - i s s u e  b ond  a n a l y s i s  now n e c e s s a r y  and  b e c a u s e  
t h e  S t a t e ,  a l t h o u c h  n o t  l e g a l l y  o b l i g a t e d  t o  s u p p o r t  t h e  b o n d s  
w o u ld  be  c o n s i d e r e d  t o  bo  i n v o l v e d ,  n e v e r t h e l e s s ,  i n  a s s u r i n g  i t s  
s u c c e s s f u l  o p e r a t i o n .  T h e s e  o b v i o u s  a d v a n t a g e s  w o u l d  a l s o  a c c r u e  
t o  t h e  l a r g e r  and  m o re  e x p e r i e n c e d  m u n i c i p a l i t i e s  i f  t h e y  c h o s e ,  
u n d e r  t h e  t e rm s  o f  H3 72  t o  i s s u e  t h e i r  b o n d s  t h r o u g h  t h e  A u t h o r i t y  
r a t h e r  t h a n  on  t h e  p u b l i c  m a r k e t .

An a d d i t i o n a l  f e a t u r e  o f  t h e  M u n i c i p a l  Bond  A u t h o r i t y ,  a v a i l ­
a b l e  t o  a l l  A l a s k a n  C o m m u n i t i e s ,  i s  t h e  f a c t  t h a t  i t  w o u l d  h e l p  
p r o v i d e  a c o n t i n u i n g  s t a f f  t o  a s s i s t  i n  l o c a l  f i n a n c e  o p e r a t i o n s .
I t  i s  r e a l i s t i c  t o  a s sume  t h a t ,  w i t h  a s p e c i f i c  b o nd  p u r c h a s e  and  
m a r k e t i n g  f u n c t i o n  a s s i g n e d  t o t h e  A u t h o r i t y ,  p r o g r e s s  c o u l d  b e  
made f o r  t h e  f i r s t  t im e  i n  s e c u r i n g  and  k e e p i n g  c u r r e n t  a u n i f o r m  
a c c o u n t i n g  an d  i n f o r m a t i o n  s y s t e m  f r o m  m u n i c i p a l i t i e s  -  t h e  l a c k  
o f  w h i c h  h a s  h e r e t o f o r e  p r o v e d  a p r o b l e m  t o  o u r  l o c a l  g o v e r n m e n t  
o p e r a t i o n  i n  A l a s k a .

T h u s ,  i t  i s  o b v i o u s  t h a t  t h e  M u n i c i p a l  Bond  Bank  A u t h o r i t y  a s  
e s t a b l i s h e d  b y  HB 72 o f f e r s  much m o re  f a r - r e a c h i n c r  a s s i s t a n c e  t o  
l o c a l  g o v e r n m e n t s  t h a n  j u s t  t h e  c a p a b i l i t y  o f  s e c u r i n a  l o w e r  
i n t e r e s t  r a t e s  on l o c a l  b ond  i s s u e s .  I t  p r o v i d e s  t h e  e s s e n t i a l  t o o l s  
w h i c h  m i c h t  e v e n t u a l l y  e n a b l e  e a c h  c om m un i ty  t o  a t t r a c t  i n v e s t o r  
i n t e r e s t  on  i t s  own. I t  c o u l d  a s s i s t  i n  d e v e l o p i n g  f i n a n c i a l  
s t a b i l i t y  i n  l o c a l  g o v e r n m e n t s  w h ic h  i n  t u r n  w o u l d  e n h a n c e  t h e  
c r e d i t  o f  t h e  S t a t e  a t  a l l  l e v e l s .

The L e a g u e  r e a l i 7 . e s  t h e  t r e m e n d o u s  r e s p o n s i b i l i t y  w i t h  
w h i c h  t h e  C om m i t t e e  h a s  b e e n  c h a r g e d .  Y o u r  d e c i s i o n s  h e r e  w i l l



h a v e  a l a s t i n g  e f f e c t  on  A l a s k a  and  i t s  c i t i z e n s  f o r  y e a r s  t o  come .  
So  t o o  w i l l  t h e  d e c i s i o n s  o f  l o c a l  g o v e r n m e n t  a s  t h e y  p l a n  v i t a l l y  
n e e d e d  c a p i t a l  im p r o v e m e n t s  n o t  o n l y  f o r  t h e  p r e s e n t  b u t  f o r  t h e  
g e n e r a t i o n  o f  A l a s k a n s  who w i l l  r e q u i r e  and  u t i l i z e  t h o s e  f a c i l i t i e s  
i n  t h e  f u t u r e .  T'Ta s i n c e r e l y  f e e l  t h a t  an i n v e s t m e n t  now i n  t h e  
s c h o o l s ,  h o s p i t a l s ,  r o a d s ,  e n v i r o n m e n t a l  p o l l u t i o n  c o n t r o l  
f a c i l i t i e s  o f  t h e  f u t u r e  w o u l d  be  a  w i s e  and  j u d i c i o u s  i n v e s t m e n t  
o f  t h e  S t a t e ' s  r e s o u r c e s  t o  a s s u r e  i t s  c o n t i n u e d  g r o w t h  and  t h e  
d e v e l o p m e n t  o f  i t s  b r i g h t  p r o s p e c t s  i n  t h e  d e c a d e s  t o  come .

I n  c o n c l u s i o n ,  I  w i s h  t o  e x p r e s s  t h e  t h a n k s  and  a p p r e c i a t i o n  
c f  t h e  e n t i r e  A l a s k a  M u n i c i p a l  L e a g u e  f o r  t h e  o p p o r t u n i t y  t o  p i  o s  i n t  
t h i s  s t a t e m e n t  o f  s t r o n g  s u p p o r t  o f  s t r o n g  s u p p o r t  o f  H3 7 2 .  Tie 
a r e  a n z i o u s  t o  a s s i s t  y o u  i n  y o u r  i m p o r t a n t  t a s k  and  s t a n d  r e a d y  
t o  h e j p  y o u  i n  e v e r y  way p o s s i b l e .

T h ank  y o u  v e r y  much.

R e s p e c t f u l l y  s u b m i t t e d ,

Don M. B e r r y
E x e c u t i v e  D i r e c t o r

D M B / j f
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D e a r  Jim:

T he crea t i o n  of an A l a s k a  M u n i c i p a l  B o n d  B a n k  w o u l d  appear, 

in theory, to solve m a n y  local f i n a n c i n g  problems. In p r a c t i c e ,  h o w­

ever, such a b a n k  could gene r a t e  g r e a t e r  p r o b l e m s  for the S t a t e  of 

A l a s k a  then m a y  be solved.. O ne has o n l y  to g l a n c e  at the trade p a p e r s  

to r e c o g n i z e  that state agency f i n a n c i n g  b a c k e d  b y  a "moral" p l e d g e  of the 

state has "fallen on hard times". W h i l e  in the r e c e n t  p a s t  m a n y  p r o f e s­

sional bond analysts hav e  p o i n t e d  out that the "moral o b l i g a t i o n "  is n ot

legally binding u p o n  a State, be it w o r d e d  "m a y  or shall", n o  o ne has 

b e e n  so presumptuous as to suggest that a State w o u l d  not " h o n o r  this 

clause" at the slightest hint of trouble. R e c e n t  d i f f i c u l t i e s  in N e w  

Y o r k  State associated w i t h  n o t e s  and b o n d s  of D e v e l o p m e n t  C o r p o r a t i o n  

present some insight into p o s s i b l e  r e s p o n s e s  b y  states to " m o r a l  o b l i g a­

tion" debt. In this p eriod of h i g h  inflation, m o u n t i n g  u n e m p l o y m e n t  

and government revenue shortfalls, m o s t  states are Linding it d i f f i c u l t  

to b a l a n c e  their budgets. S u r plus r e v e n u e  for a n y  p u r p o s e  is h a r d  to 

come by. M a n y  p o l i t i c a l  obse r v e r s  as w e l l  as investors hav e  come to 

feel that the M o r a l  O b l i g a t i o n  p l e d g e  is in r e a l i t y  an e s c a p e  on the 

p art of those in p ublic o ffice who, on the one hand, do not w i s h  to f o r e­

go p et projects for fiscal r e a sons but a r e  un w i l l i n g ,  n o n e t h e l e s s ,  to 

p l a c e  the State's credit on the line for such projects, r e l y i n g  instead 

o n  future legislators to resolve a n y  p r o b l e m s  that m a y  arise.

If Alaska creates the A l aska M u n i c i p a l  Bond B a n k  b a c k e d  by a 

m o r a l  pledge, the bond m arket w i l l  act a c c o r d i n g l y .  In our o p i n i o n  the 

cost of a mo r a l  o b l i gation bond of an A l a s k a n  M u n i c i p a l  Bon d  B a n k  w o u l d  

be considerable. For example: if the State of Alaska w e r e  to sell a 

full faith and credit obl i g a t i o n  of $ 2 5 , 0 0 0 , 0 0 0  r e p a y a b l e  o v e r  a 25 year 

p eriod wi t h  level debt service, we e s t i m a t e  the o v e r a l l  cost of p r i n c i p a l  

and interest to be $51,238,425. The exact same issue sold u n d e r  the 

A l a s k a  Muni c i p a l  Bond Bank, w i t h  a m o r a l  pledge, wo u l d  incur an esti m a t e d  

debt service cost of S 5 8 , 5 4 9 , 2 2 5 , or $ 7 , 3 1 0 , 8 0 0  in a d d i t i o n a l  expense.

It should also be noted that while the State of A l aska e n j o y s  a M o o d y ' s  

"Al" rating, the Alaska M u n i c i p a l  Bond B a n k  wo u l d  in all p r o b a b i l i t y  be 

assigned an "A" rating.

The sale of general o b l i g a t i o n  bo n d s  b y  the State d o e s  n o t  r e­

quire "funded interest" d u r i n g  construction, or the e s t a b l i s h m e n t  of a
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Re s erve Fund. The full $25 million, therefore, w o u l d  b e  a v a i l a b l e  to the 

St a t e  u s i n g  g.o. method. Under the "Bond B a n k "  procedure, the n et w o u l d  

be $18,258,031, giving effect to funded i n t e r e s t  and ot h e r  expense. Thus, 

the bon d  funds a v ailable to complete v a r i o u s  p r o j e c t s  w o u l d  h a v e  d e c l i n e d  

b y  some $7 million, in addition to the h i g h e r  de b t  service c o s t  over the 

life of the bond issue. A l t h o u g h  some m o n i e s  w o u l d  be r e c o v e r e d  t h r ough 

i nte r e s t  earned on the r e s e r v e  fund, the r e t u r n  o n  such i n v e s t m e n t  w o u l d  

be  limited b y  a r bitrage r e g u l a t i o n s  of the U.S. Treasury.

In the h a r s h  r e a l i t y  of p r e s e n t - d a y  finance, it a p p e a r s  to us 

that the p u b l i c  interest w o u l d  be s t  be s e r v e d  b y  the d e v e l o p m e n t  of a 

t o t a l  and wel l  conceived c a p ital i m p r o v e m e n t  program, s u p p o r t e d  b y  sound 

f i scal and b u d g e t a r y  practices, eff e c t i v e  deb t  m a n a g e m e n t  and s trong 

p u b l i c  p o l i c y  objectives.
\'

T h e  State of A l a s k a  credit r a t i n g  has n o w  r e a c h e d  the "Al" 

level, p l a c i n g  the State on the same level w i t h  m a n y  ot h e r  s t a t e s  in the 

lower "48" and just slightly over one step b e l o w  the c o v e t e d  "A a a "  level. 

.The use of the "moral o b l i g a t i o n” p l e d g e  w o u l d  n o t  e n h a n c e  this rating. 

A l a s k a  is a n e w  state w i t h  a m o d e l  Const i t u t i o n ,  a y o u n g  p o p u l a t i o n  and 

h a p p i l y  lacking m a n y  of the p r o b l e m s  found in m o s t  o t h e r  states. The 

State of Alaska, its cities and other p o l i t i c a l  u n i t s  hav e  no r e a s o n  to 

compete w i t h  each other in the bond m a r k e t  for funds. T h o u g h  the 

t o p o graphy of Alaska, its climate, p o p u l a t i o n  centers and s p e c i a l  ne e d s  

do indeed present a formidable challenge, w e  n e v e r t h e l e s s  f e e l  that a 

dep a r t u r e  from the general o b l i g a t i o n  b o n d  to the m o r a l  o b l i g a t i o n  bond, 

w i t h  all its related p r o b l e m s  and costs, w o u l d  n ot be in the b e s t  

interest of the State.

Sincerely,

A. F. M a z o t t i

S e n i o r  R e s e a r c h  O f f i c e r

A FM/vs
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IN T H E  H O U S E  B Y  T H E  F I N A N C E  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 72 am 

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

N I N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A B I L L

F o r  a n  Act e n t i t l e d :  "An Act c r e a t i n g  the A l a s k a  M u n i c i p a l  B o n d  B a n k

A u t h o r i t y  and  p r e s c r i b i n g  its o r g a n i z a t i o n ,  p o w e r s  and 

du t i e s ;  a n d  p r o v i d i n g  fo r  an e f f e c t i v e  d a t e . "

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  ALAS K A :

* S e c t i o n  1. AS 4A is a m e n d e d  by a d d i n g  a n e w  c h a p t e r  to read:

C H A P T E R  58. A L A S K A  M U N I C I P A L  B O N D  B A N K  A U T H O R I T Y .

Sec. 4 A .58.005. LEGISLATIVE FINDINGS. The legislature finds

that

(1) t h e  r a p i d  g r o w t h  o f  m u n i c i p a l i t i e s  in t n e  s t a te  an d  the 

i n c o r p o r a t i o n  of n e w  m u n i c i p a l i t i e s  h a s  c r e a t e d  a d e m a n d  for c a p i t a l  

i m p r o v e m e n t s  w h i c h  can o n l y  be m e t  by t h e s e  m u n i c i p a l i t i e s '  b o r r o w i n g  

m o n e y  t h r o u g h  the i s s u a n c e  of b o n d s  or notes;

(2) m a n y  o f  t h e s e  m u n i c i p a l i t i e s ,  a l t h o u g h  c r e d i t w o r t h y ,  

e i t h e r  h a v e  not i s s u e d  b o n d s  or n o t e s  o r  h av e  l i t t l e  o u t s t a n d i n g  debt;

(3) th e  cost o f  b o r r o w e d  m o n e y  to t h e s e  m u n i c i p a l i t i e s  is or 

m a y  be u n n e c e s s a r i l y  h i g h  d u e  to lac*, o f  i n v e s t o r  f a m i l i a r i t y  w i t h  the 

m u n i c i p a l i t i e s ;

(A) o t h e r  m u n i c i p a l i t i e s  in t h e  s t a t e  p a y  u n n e c e s s a r i l y  h igh 

b o r r o w i n g  c o s t s  b e c a u s e  of the c i s t a n c e  of the  s t a t e  f r o m  c a p i t a l  

m a r k e t s  or m a y  f i n d  b o r r o w i n g  d i f f i c u l t  or i m p o s s i b l e  b e c a u s e  of t e m­

po r a r y  e c o n o m i c  d i s l o c a t i o n  du e  tc loss o f  e m p l o y m e n t  or p r o s p e c t i v e  

l o s s  o f  e m p l o y m e n t .

Sec. 4 A . 5 8 . 0 1 0.  L E G I S L A T I V E  POLI C Y .  (a) It is t h e  p o l i c y  of the

state

-1- CSHB 72 am
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(1) to f o s t e r  a n d  p r o m o t e  by a l l  r e a s o n a b l e  m e a n s  the  p r o v i­

sion of a d e q u a t e  c a p i t a l  m a r k e t s  a n d  f a c i l i t i e s  fo r  b o r r o w i n g  m o n e y  by 

m u n i c i p a l i t i e s  in th e  state to f i n a n c e  c a p i t a l  i m p r o v e m e n t s  o r  for o t h e r  

a u t h o r i z e d  p u r p o s e s ,  to a s s i s t  t h e s e  m u n i c i p a l i t i e s  in f u l f i l l i n g  t h e i r  

c a p i t a l  n e e d s  a n d  r e q u i r e m e n t s  by u s e  of b o r r o w e d  m o n e y  w i t h i n  s t a t u t o r y  

i n t e r e s t  r a t e  or cost  of b o r r o w i n g  l i m i t a t i o n s ,  to t h e  g r e a t e s t  e x t e n t  

p o s s i b l e  to r e d u c e  c o s t s  of b o r r o w e d  m o n e y  to t a x p a y e r s  an d  r e s i d e n t s  of 

the state, a n d  e q u a l l y  to e n c o u r a g e  c o n t i n u e d  i n v e s t o r  i n t e r e s t  in the 

p u r c h a s e  of b o n d s  or n o t e s  of m u n i c i p a l i t i e s  as s o u n d  an d  p r e f e r r e d  

s e c u r i t i e s  f or  i n v e s t m e n t ;

(2) tc e n c o u r a g e  m u n i c i p a l i t i e s  to  c o n t i n u e  t h e i r  i n d e p e n d e n t  

u n d e r t a k i n g s  a n u  f i n a n c i n g  of c a p i t a l  i m p r o v e m e n t s  a n d  o t h e r  a u t h o r i z e d  

p u r p o s e s  an d  tc a s s i s t  t h e m  by m a k i n g  c a p i t a l  f u n d s a v a i l a b l e  at r e d u c e d  

i n t e r e s t  c o s t s  fo r  o r d e r l y  f i n a n c i n g  of c a p i t a l  i m p r o v e n e n t s  an d  o t h e r  

p u r p o s e s  e s p e c i a l l y  d u r i n g  p e r i o d s  of r e s t r i c t e d  c r e d i t  o r  m o n e y  supply, 

p a r t i c u l a r l y  f o r  t h os e  m u n i c i p a l i t i e s  not o t h e r w i s e  a b l e  to b o r r o w  for 

c a p i t a l  needs.

(b) T h e  l e g i s l a t u r e  f u r t h e r  d e c l a r e s  tha t

(1) t he  e x e r c i s e  of the p o w e r s  o f  th e  st a t e  in t h e  i n t e r e s t  

o f  its m u n i c i p a l i t i e s  is r e q u i r e d  to f u r t h e r  a n d  i m p l e m e n t  the p o l i c i e s  

d e c l a r e d  in (a) of t hi s  s e c t i o n  by a u t h o r i z i n g  th e  c r e a t i o n  of a s t a te  

b o n d  b a n k  a u t h o r i t y  as a b ody c o r p o r a t e  and p o l i t i c  that w i l l  h ave full 

p o w e r s  to b o r r o w  m o n e y  and to i ss u e  its b o n d s  a n d  n o t e s  to m a k e  c a p i t a l  

f u n d s  a v a i l a b l e  for b o r r o w i n g  by m u n i c i p a l i t i e s  and by g r a n t i n g  b r o a d  

p o w e r s  to the b o n d  b a n k  a u t h o r i t y  to c a r r y  out the  d e c l a r e d  p o l i c i e s  

w h i c h  are in th e  p u b l i c  i n t e r e s t  of th e  s t a t e  a nd  its t a x p a y e r s  and 

r e s i d e n t s ;

(2) s t at e  f un d s  s h o u l d  be a p p l i e d  or a u t h o r i z e d  to be p a i d  tc 

a s t a t e  b o n d  b a n k  a u t h o r i t y  o n l y  to p r o v i d e  a d e q u a t e  a s s u r a n c e  and

72 a m  -2-
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s e c u r i t y  t o  the h o l d e r s  of the b o n d s  o r  n o t e s  of the b o n d  b a n k  a u t h o r i t y

(3) the b o n d  b a h k  a u t h o r i t y  s h o u l d  c o n d u c t  its o p e r a t i o n s  

to p r o v i d e  the l o w e s t  r a t e s  in t e r m s  o f  b o r r o w i n g  to m u n i c i p a l i t i e s  as 

is c o n s i s t e n t  w i t h  a s e l f - s u p p o r t i n g  o p e r a t i o n  w i t h  no e x p e c t a t i o n  of 

s u b s i d i z a t i o n  w i t h  s t a t e  funds. The l e g i s l a t u r e  does  not i n t e n d  that 

the b o n d  b a n k  a u t h o r i t y  be u t i l i z e d  as a m e a n s  to f i n a n c e  m u n i c i p a l i t i e s  

b e y o n d  t h e i r  c a p a b i l i t y  to m e e t  r e p a y m e n t  s c h e d u l e s  a n d  de b t  s e r v i c e  

r e q u i r e m e n t s  of b o n d s  or notes.

Sec. 58. 020. M U N I C I P A L  B O N D  B A N K  A U T H O R I T Y .  T h e r e  is c r e a t e d

the A l a s k a  M u n i c i p a l  B ond B a n k  A u t h o r i t y .  The a u t h o r i t y  is a p u b l i c  

c o r p o r a t i o n  of th e  state. The c o r p o r a t i o n  is a n  i n s t r u m e n t a l i t y  of the

s t a t e  w i t h i n  the D e p a r t m e n t  of R e v e n u e  but has a l e g a l  e x i s t e n c e  i n d e­

pe n d e n t  of and s e p a r a t e  f r o m  the s t a t e  an d  has  c o n t i n u i n g  s u c c e s s i o n
t

until its e x i s t e n c e  is t e r m i n a t e d  by law. Th e  e x e r c i s e  by the a u t h o r i t y  

o f  the p o w e r s  c o n f e r r e d  by this c h a p t e r  is c o n s i d e r e d  an e s s e n t i a l  

g o v e r n m e n t a l  f u n c t i o n  of th e  state.

Sec. 58.030. M E M B E R S H I P  A N D  V A C A N C I E S .  Th e  b ond b a n k  a u t h o r i t y

c o n s i s t s  of the f o l l o w i n g  f i v e  d i r e c t o r s :  th e  c o m m i s s i o n e r  of r e v e n u e ,

the c o m m i s s i o n e r  of c o m m u n i t y  and  r e g i o n a l  a f f a i r s ,  w h o  s h a l l  e a c h  be a 

d i r e c t o r  ex o f f i c i o  w i t h  v o t i n g  p r i v i l e g e s ,  an d  t h r e e  d i r e c t o r s  a p­

p o i n t e d  by the g o v e r n o r .  T h e  a p p o i n t m e n t  o f  e a c h  d i r e c t o r  o t h e r  th a n

the c o m m i s s i o n e r  o f  r e v e n u e  and the c o m m i s s i o n e r  of c o m m u n i t y  and 

r e g i o n a l  a f f a i r s  is s u b j e c t  to c o n f i r m a t i o n  b y  the l e g i s l a t u r e .  The

t h r e e  d i r e c t o r s  a p p o i n t e d  by the g o v e r n o r  s e r v e  at his p l e a s u r e  for 

f o u r - y e a r  terms. T h e y  m u s t  be r e s i d e n t s  o f  the s t a t e  ani q u a l i f i e d  

v o t e r s  at t h e  t i m e  of a p p o i n t m e n t  a n d  s h a l l  c o m p l y  w i t h  she r e q u i r e m e n t s  

of AS ' 9 . 5 0  ( c o n f li c t  of i n t e r e s t ) .  The d i r e c t o r s  f irst a p p o i n t e d  s h al l  

h a v e  t er m s  of two, t h r e e  a n d  f o u r  y e a r s  r e s p e c t i v e l y .  E a c h  d i r e c t o r  

s h a l l  h o l d  o f f i c e  for the t e r m  of his a p p o i n t m e n t  an d  u n t i l  his suc-

-3 -  C S H B  72 am
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c e s s o r  has b e e n  a p p o i n t e d  and q u a l i f i e d .  A d i r e c t o r  is e l i g i b l e  for 

r e a p p o i n t m e n t .  A v a c a n c y  in a d i r e c t o r s h i p  o c c u r r i n g  o t h e r  t h a n  by 

e x p i r a t i o n  of t e r m  s h a l l  be f i l l e d  in the same m a n n e r  as the o r i g i n a l  

a p p o i n t m e n t  but for the u n e x p i r e d  t e r m  only. E a c h  d i r e c t o r  b e f o r e  

e n t e r i n g  u p o n  his d u t i e s  s hall t ake and s u b s c r i b e  to an o a t h  to p e r f o r m  

the d u t i e s  of his o f f i c e  f a i t h f u l l y ,  i m p a r t i a l l y ,  an d  j u s t l y  to the best 

of his a b i l i t y .  A r e c o r d  of th e o a t h  s h a l l be fi!>ed in the o f f i c e  of 

the g o v e r n o r .

Sec. il4.58.OJJO. O F F I C E R S  Al'D QUOR U M .  The d i r e c t o r s  s h al l  e le c t  

one o f  t h e i r  n u m b e r  as c h a i r m a n .  T h e  d i r e c t o r s  s h a l l  e l e c t  a s e c r e t a r y  

and a t r e a s u r e r  w h o  n e e d  not be d i r e c t o r s ,  an d  the same p e r s o n  may be 

e l e c t e d  to serve b ot h  as secretar. and t r e a s u r e r .  T h e  p o w e r s  o f  the 

b o n d  b a n k  a u t h o r i t y  are v e s t e d  in th e  d i r e c t o r s ,  an d t hr e e  d i r e c t o r s  of 

the bon d b a n k  a u t h o r i t y  c o n s t i t u t e  a quor u m.  A c t i o n  m a y  be t a k e n  and 

m o t i o n s  and r e s o l u t i o n s  a d o p t e d  by the bon d  b a n k  a u t h o r i t y  at any 

m e e t i n g  by the a f f i r m a t i v e  vote  o f  at l east t h r e e  d i r e c t o r s .  A v a c a n c y  

in the d i r e c t o r s h i p  of th e b o n d  b a n k  a u t h o r i t y  d o e s  not i m p a i r  the r i g ht  

of a q u o r u m  to e x e r c i s e  al l  the p o w e r s  a n d  p e r f o r m  al l  the d u t i e s  of the 

b o n d  b a n k  a ut h o r i t y .

Sec. 4 4 . 5 8 . 0 5 0 .  B O N D I N G  O F  M E M B E R S .  B e f o r e  the i s s u a n c e  of b on d s  

or n o t e s  u n d e r  thi s  c h a p t e r ,  ea c h  d i r e c t o r  s h a l l  e x e c u t e  a s u r e t y  bon d  

in the p e n a l  suir of .t.25,000 and the t r e a s u r e r  s h a l l  e x e c u t e  a s u r e t y  

bond ln the p e n a l  s u m  o f  $50,000. Each s u r e t y  b o n d  s h a l l  be c o n d i t i o n e d  

u p o n  the f a i t h f u l  p e r f o r m a n c e  of the d u t i e s  of the o f f i c e  of th e  d i r e c­

tor or t r e a s u r e r ,  to be e x e c u t e d  by a s u r e t y  c o m p a n y  a u t h o r i z e d  to 

t r a n s a c t  b u s i n e s s  in the s t a t e  as s u r e t y  an d f i l e d  in the o f f i c e  of the 

l i e u t e n a n t  g o v er n o r .  A f t e r  i s s u a n c e  of b o n d s  or n o t e s  by the b o n d  b ank 

a u t h o r i t y  e a c h  d i r e c t o r  s h a l l  m a i n t a i n  his s u r e t y  b o n d  in force. Al l  

c o s t s  of th e  su r e t y b o n d s  s h a l l  be b o r n e  by the b o n d  b a n k  a u t h o r i t y .
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Sec. 44. 58.060. C O M P E N S A T I O N  A N D  E X P E N S E S .  T h e  d i r e c t o r s  o f  the 

b o n d  b a n k  a u t h o r i t y  s h a l l  s e r v e  w i t h o u t  c o m p e n s a t i o n ,  b u t  the b o n d  b a n k  

a u t h o r i t y  s h a l l  r e i m b u r s e  its d i r e c t o r s  fo r  a c t u a l  e x p e n s e s  n e c e s s a r i l y  

i n c u r r e d  in the d i s c h a r g e  of t h e i r  duti e s .  N o t w i t h s t a n d i n g  a n y  o t h e r  

law, an o f f i c e r  o r  e m p l o y e e  of the s t a t e  s h a l l  f o r f e i t  h is  o f f i c e  or 

e m p l o y m e n t  a n d  any b e n e f i t s  by r e a s o n  of his a c c e p t a n c e  of a p p o i n t m e n t  

to the o f f i c e  of d i r e c t o r  of the b o n d  b a n k  a u t h o r i t y .

Sec. 4 4 . 5 8 .070. STAFF. The b o n d  b a n k  a u t h o r i t y  s h a l l  e m p l o y  an 

e x e c u t i v e  s e c r e t a r y  w h o  m a y  w i t h  the a p p r o v a l  of the b o n d  b a n k  a u t h o r i t y  

s e l e c t  a n d  e m p l o y  a d d i t i o n a l  s t a f f  as n e c e s s a r y .  E m p l o y e e s  a n d  a g e n t s

of the b o n d  b a n k  a u t h o r i t y  o t h e r  t h a n  l e ga l  c o u n s e l  and t h e  e x e c u t i v e  

s e c r e t a r y  ar e  in t he  c l a s s i f i e d  s e r v i c e  u n d e r  AS 39.25. In a d d i t i o n  to

its s t a f f  of r e g u l a r  e m p l o y e e s ,  the b o n d  b a n k  a u t h o r i t y  m a y  c o n t r a c t  for 

a n d  e n g a g e  t h e  s e r v i c e s  of t h e  b o n d  c o u n s e l ,  c o n s u l t a n t s ,  e x p e r t s ,  and 

f i n a n c i a l  a d v i s o r s  the b o n d  b a n k  a u t h o r i t y  c o n s i d e r s  n e c e s s a r y  for the 

p u r p o s e  of d e v e l o p i n g  i n f o r m a t i o n ,  or c o n d u c t i n g  s t u d i e s ,  i n v e s t i g a­

tions, h e a r i n g s  or o t h e r  p r o c e e d i n g s .

Sec. M . 5 8 . 0 8 0 .  P O W E R S  O F  B O N D  B A N K  A U T H O R I T Y .  Th e  b o n d  b a n k  

a u t h o r i t y  may

(1) sue and b e  sued;

(2) a d o p t  and a l t e r  an o f f i c i a l  seal;

(3) m a k e  a n d  e n f o r c e  b y l a w s  a n d  r u l e s  for the c o n d u c t  of 

its b u s i n e s s  a n d  for th e  use of its s e r v i c e s  an d  f a c i l i t i e s ;

(4) m a i n t a i n  an o f f i c e  at any p l a c e  i n  the state;

(5) a c q u i r e ,  hold, us e  and  d i s p o s e  of its i n c o m e,  r e v e n u e s ,  

f u n d s an d  money;

(6) a c q u i r e ,  r ent, lease, hold, use an d  d i s p o s e  o f  o t h e r

p e r s o n a l  p r o p e r t y  fo r  its p u r p o s e s ;

(7) b o r r o w  m o n e y  an d  i s s u e  its n e g o t i a b l e  b o n d s  or n o t e s  and
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p r o v i d e  f o r  an d  s e c u r e  t h e i r  p a y m e n t ,  p r o v i d e  f o r  the r i g h t s  of t h e i r  

h o l d e r s  a n d  p u r c h a s e ,  h o l d  a n d  d i s p o s e  of an y  of its b o n d s  or no te s ;

(8) fix a n d  r e v i s e  f r o m  t i m e  to time and  c h a r g e  and c o l l e c t  

f e e s  a n d  c h a r g e s  f or  the u s e  o f  its s e r v i c e s  or f a c i l i t i e s ;

(9) a c c e p t  g i f t s  or g r a n t s  f r o m  the U n i t e d  .States, o r  f r o m  

a n y  g o v e r n m e n t a l  u n i t  or p e r s o n ,  f i r m  or c o r p o r a t i o n ,  c a r r y  out the 

t e r m s  or p r o v i s i o n s  or m a k e  a g r e e m e n t s  w i t h  r e s p e c t  to t h e  g i f t s  or 

g r a n t s ,  a n d  do a l l  t h i n g s  n e c e s s a r y .  uoe f i O  , d e s i r a b l e ,  o r  c o n v e n i e n t  in 

c o n n e c t i o n  w i t h  p r o c u r i n g ,  a c c e p t i n g  or d i s p o s i n g  of the g i f t s  or 

g r a n t s ;

(10) do a n y t h i n g  a u t h o r i z e d  by this c h a p t e r ,  t h r o u g h  its 

o f f i c e r s ,  a g e n t s  or e m p l o y e e s  o r  by c o n t r a c t s  w i t h  a p e r s o n ;

(11) m a k e ,  e n t e r  i n t o  a n d  e n f o r c e  a l l  c o n t r a c t s  n e c e s s a r y ,  

c o n v e n i e n t  or d e s i r a b l e  f o r  the p u r p o s e s  o f  the b o n d  b a n k  a u t h o r i t y  or

p e r t a i n i n g  to a l o a n  to a p o l i t i c a l  s u b d i v i s i o n ,  a p u r c h a s e  or s al e  of

m u n i c i p a l  b o n d s  or o t h e r  i n v e s t m e n t s ,  or the  p e r f o r m a n c e  of its d u t i e s  

a n d  e x e c u t i o n  of a n y  o f  its p o w e r s  u n d e r  thi s c h a p t e r ;

(12) p u r c h a s e  o r  h o l d  m u n i c i p a l  b o n d s  at p r i c e s  and in a

m a n n e r  th e b o n d  b a n k  a u t h o r i t y  c o n s i d e r s  a d v i s a b l e ,  a n d  s e l l  m u n i c i p a l  

b o n d s  a c q u i r e d  or h e l d  by it at p r i c e s  w i t h o u t  r e l a t i o n  t o  cost a n d in a 

m a n n e r  the bo n d  b a n k  a u t h o r i t y  c o n s i d e r s  a d v i s a b l e ;

(13) i n v e s t  f u n d s o r  m o n e y  of t h e  b o n d  b a n k  a u t h o r i t y  not 

r e q u i r e d  at the time  of i n v e s t m e n t  fo r  l o a n  to p o l i t i c a l  s u b d i v i s i o n s  

f o r  the p u r c h a s e  o f  m u n i c i p a l  be n d s ,  in ohe same  m a n n e r  as p e r m i t t e d  for 

I n v e s t m e n t  o f  f u n d s  b e l o n g i n g  to the state, e x c e p t  as o t h e r w i s e  p r o v i d e d  

in t h i s  c h a p te r ;

(14) p r e s c r i b e  the f o r m  of  a p p l i c a t i o n  or p r o c e d u r e  r e q u i r e d  

of  a p o l i t i c a l  s u b d i v i s i o n  fo r  a l o a n  or p u r c h a s e  of its m u n i c i p a l  

b o n d s ,  fix the t e r m s  a n d  c o n d i t i o n s  of t h e  l o a n  or p u r c h a s e ,  a n d  e n t e r
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