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(a) A  r e q u e s t  for an a l l o c a t i o n  of m o n e y  u n d e r  AS  1 4 . 1 1 . 1 0 0  for

s chool c o n s t r u c t i o n  debt r e t i r e m e n t  s h a l l  b e  s u b m i t t e d  to the d e p a r t­

m e n t  b y  the sc h o o l  d i s t r i c t  n o  later t h a n  O c t o b e r  15 o f  the fiscal 

y e a r  b e f o r e  the f i s c a l  y e a r  for w h i c h  t h e  r e q u e s t  is made.

(b) B e f o r e  a p r o j e c t  is a p p r o v e d  for r e t i r e m e n t  of  s c h o o l  c o n­

s t r u c t i o n  d e b t  u n d e r  AS 1 4 . 1 1 . 1 0 0 ( a ) ( 6 ) ,  the p r o j e c t  m u s t  h a v e  b e e n  

d e t e r m i n e d  e l i g i b l e  u n d e r  the p r o v i s i o n s  of A S  14.11.102.

(c) T h e  d e p a r t m e n t  shall a p p r o v e  e l i g i b l e  p r o j e c t s  for debt 

r e t i r e m e n t  in the o r d e r  o f  the p r i o r i t y  e s t a b l i s h e d  u n d e r  AS 14.11.- 

102, if the r e q u e s t s  m e e t  the r e q u i r e m e n t s  o f  A S  1 4 . 1 1 . 1 0 0 , a n d  s u b­

je c t  to the p r o v i s i o n s  of (d) - (e) of this section.

(d) T o t a l  o u t s t a n d i n g  state o b l i g a t i o n  for r e i m b u r s e m e n t  u n d e r

AS 1 4 . 1 1 . 1 0 0 ( a ) ( 6 ) ( A )  m a y  n o t  e x c e e d  $ 2 5 , 0 0 0 , 0 0 0  in a s i n g l e  year.

(e) T o t a l  o u t s t a n d i n g  s t ate o b l i g a t i o n  to r e i m b u r s e  c a s h  p a y­

m e n t s  u n d e r  AS 1 4 . 1 1 . 1 0 0 ( a ) ( 6 ) ( B )  m a y  n o t  e x c e e d  $ 5 , 0 0 0 , 0 0 0  in a

single year.

* Sec. 9. T h i s  Act takes ef f e c t  J u l y  1, 1986.
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T h e  Subcomii ct e e  m e t  a t  4 : 0 0  p.m. in t h e  S e n a t e  F i n a n c e  
C o m m i t t e e  Room. T h o s e  in a t t e n d a n c e  inclu d e d :

S e n a t o r  J a l m a r  K e r t u l l a  
S e n a t o r  R i c k  H a l f o r d  
S e n a t o r  P a u l  F i s c h e r
C o m m i s s i o n e r  M a r y  N o r d a l e ,  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  S t e v e  H o le, D e p a r t m e n t  o f  E d u c a t i o n  
J o y c e  Ja m e s ,  A t t o r n e y ,  L e g i s l a t i v e  L e g a l  S e r v i c e s  
T o m  B e r g s t r o m ,  S t a f f  t o  S e n a t o r  J o h n  S a c k e t t  
A n n a  Kertulla,. S t a f f  t o  S e n a t o r  J a l m a r  K e r t u l l a  
S a n d r a  S c h u b e r t - P e n c e ,  S t a f f  t o  S e n a t o r  B e t t y e  F a r e n k a m p  
M a r y  M e  Dowell, S t a f f  t o  S e n a t o r  R i c h a r d  r i i a s o n  
J o s e f  Reum, S t a f f  t o  S e n a t o r  R i c k  H a l f o r d

S e n a t o r  K e r t u l l a  c h a i r e d  t h e  m e e t i n g  a n d  b e g a n  b y  
d i s c u s s i n g  t h e  u n d e r l y i n g  p o l i c y  q u e s t i o n s  f a c e d  b y  t h e  
S e n a t e  F i n a n c e  C o m m i t t e e  in r e v i e w i n g  CSH B 5 2 0 .  T h e  f i r s t  
a n d  f o r e m o s t  p r o b l e m  w i t h  t h e  b i l l  is t h a t  t h e  p r o c e s s  
f o r  r e v i e w  a n d  a p p r o v a l  of  s c h o o l  c o n s t r u c t i o n  d e b t  
r e t i r e m e n t  w i ll, u n d e r  t h i s  l e g i s l a t i o n ,  b e c o m e  a 
p o l i t i c a l  r a t h e r  t h a n  a d m i n i s t r a t i v e  d e c i s i o n .  T h i s  is a 
r e s u l t  of  t h e  s e c t i o n  of t h e  b i l l  w h i c h  p l a c e s  a 15 
m i l l i o n  d o l l a r  c a p  o n  t h e  l e v e l  o f  r e i m b u r s e m e n t  w h i c h  
t h e  s t a t e  w i l l  a s s ume.

It w a s  t h e  o p i n i o n  o f  S e n a t o r s  K e r t u l l a  a n d  H a l f o r d ,  t h a t  
w h i l e  t h e  p r o c e s s  h a s  b e e n  s u c c e s s f u l  in t h e  p ast, a n d  
w h i l e  l i t t l e  if  a n y  c o n t r o v e r s y  h a s  s u r r o u n d e d  t h e  
d e c i s i o n s  o f  t h e  C o m m i s s i o n e r  a n d  t h e  S t a t e  B o a r d  o f  
E d u c a t i o n  r e g a r d i n g  t h e  e l i g i b i l i t y  o f  p r o j e c t s  f o r  d e b t  
r e t i r e m e n t ,  t h i s  h a s  b e e n  t h e  r e s u l t  o f  u n l i m i t e d  d e b t  
a s s u m p t i o n  r a t h e r  t h a n  a f u n c t i o n  o f  p o l i c y  d e c i s i o n s .

B o t h  a g r e e d  t h a t  m u n i c i p a l i t i e s  a n d  b o r o u g h s  n e e d e d  t o  be  
i n s u l a t e d  f r o m  p o t e n t i a l l y  p o l i t i c a l  d e c i s i o n s  o n  t h e  
p a r t  of t h e  e x e c u t i v e  c  t h e  l e g i s l a t u r e  i n  s u p p o r t i n g  
s c h o o l  c o n s t r u c t i o n  d e b t  r e t i r e m e n t .

S t e v e  H o l e  o f  t h e  D e p a r t m e n t  o f  E d u c a t i o n  r e p o r t e d  t h a t  
in h i s  12 y e a r  t e n u r e  w i t h  t h e  D e p a r t m e n t  t h e  e x i s t i n g  
p r o c e s s  a n d  p r o c e d u r e s  h a v e  w o r k e d  well. T h i s  w a s  d u e  to 
t h e  f a c t  t h a t  t h e  d e p a r t m e n t  h a s  p r o v i d e d  c r i t e r i a  f o r  
e l i g i b i l i t y  w h i c h  h a v e  b e e n  s t r a i g h t  f o r w a r d  a n d  c l e a r  
a n d  w h i c h  r e s u l t e d  in a r a n k i n g  s y s t e m  b a s e d  o n  o b j e c t i v e  
need.

S e n a t o r  H a l f o r d  p o i n t e d  o u t  t h a c  e s s e n t i a l l y  t h e r e  a r e  
t h r e e  t i e r s  o f  s c h o o l  c o n s t r u c t i o n  p r o g r a m m i n g .  A t  one
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T h e  S u b c o m m i t t e e  m e t  a t  4: 0 0  p.m. in t h e  S e n a t e  F i n a n c e  
C o m m i t t e e  R oom. T h o s e  in a t t e n d a n c e  included:

S e n a t o r  J a l m a r  K e r t u l l a  
S e n a t o r  R i c k  H a l f o r d  
S e n a t o r  P a u l  F i s c h e r
C o m m i s s i o n e r  M a r y  N o r d a l e ,  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  S t e v e  Hole, D e p a r t m e n t  o f  E d u c a t i o n  
J o y c e  James, A t t o r n e y ,  L e g i s l a t i v e  L e g a l  S e r v i c e s  
T o m  B e r g s t r o m ,  S t a f f  t o  S e n a t o r  J o h n  S a c k e t t  
A n n a  K e r t u l l a ,  S t a f f  t o  S e n a t o r  J a l m a r  K e r t u l l a  
S a n d r a  S c h u b e r t - P e n c e ,  S t a f f  to  S e n a t o r  B e t t y e  F a r e n k a m p  
M a r y  M e  D o w e l l ,  S t a f f  t o  S e n a t o r  R i c h a r d  E l i a s o n  
J o s e f  Reum, S t a f f  t o  S e n a t o r  R i c k  H a l f o r d

S e n a t o r  K e r t u l l a  c h a i r e d  t h e  m e e t i n g  a n d  b e g a n  b y  
d i s c u s s i n g  t h e  u n d e r l y i n g  p o l i c y  q u e s t i o n s  f a c e d  b y  t h e  
S e n a t e  F i n a n c e  C o m m i t t e e  in r e v i e w i n g  C S HB520. T h e  f i r s t  
a n d  f o r e m o s t  p r o b l e m  w i t h  t h e  b i l l  is t h a t  t h e  p r o c e s s  
f o r  r e v i e w  a n d  a p p r o v a l  o f  s c h o o l  c o n s t r u c t i o n  d e b t  
r e t i r e m e n t  w i l l ,  u n d e r  t h i s  l e g i s l a t i o n ,  b e c o m e  a 
p o l i t i c a l  r a t h e r  t h a n  a d m i n i s t r a t i v e  d e c i s i o n .  T h i s  ;'s a 
r e s u l t  o f  t h e  s e c t i o n  o f  t h e  b i l l  w h i c h  p l a c e s  a 15 
m i l l i o n  d o l l a r  c a p  o n  t h e  l e v e l  of r e i m b u r s e m e n t  w h i c h  
t h e  s t a t e  w i l l  assume.

It w a s  t h e  o p i n i o n  o f  S e n a t o r s  K e r t u l l a  a n d  H a l f o r d ,  t h a t  
w h i l e  t h e  p r o c e s s  h a s  b e e n  s u c c e s s f u l  in t h e  past, and 
w h i l e  l i t t l e  i f  a n y  c o n t r o v e r s y  h a s  s u r r o u n d e d  t h e  
d e c i s i o n s  of  t h e  C o m m i s s i o n e r  a n d  t h e  S t a t e  B o a r d  o f  
E d u c a t i o n  r e g a r d i n g  t h e  e l i g i b i l i t y  o f  p r o j e c t s  f o r  d e b t  
r e t i r e m e n t ,  t h i s  h a s  b e e n  t h e  r e s u l t  o f  u n l i m i t e d  d e b t  
a s s u m p t i o n  r a t h e r  t h a n  a f u n c t i o n  of p o l i c y  d e c i s i o n s .

B o t h  a g r e e d  t h a t  m u n i c i p a l i t i e s  a n d  b o r o u g h s  n e e d e d  to b e  
i n s u l a t e d  f r o m  p o t e n t i a l l y  p o l i t i c a l  d e c i s i o n s  on  t h e  
p a r t  o f  t h e  e x e c u t i v e  o r  t h e  l e g i s l a t u r e  i n  s u p p o r t i n g  
s c h o o l  c o n s t r u c t i o n  d e b t  retire m e n t .

S t e v e  H o l e  o f  t h e  D e p a r t m e n t  of E d u c a t i o n  r e p o r t e d  th a t  
in h i s  12 y e a r  t e n u r e  w i t h  t h e  D e p a r t m e n t  t h e  e x i s t i n g  
p r o c e s s  a n d  p r o c e d u r e s  h a v e  w o r k e d  well. T h i s  w a s  d u e  t o  
t h e  f a c t  t h a t  t h e  d e p a r t m e n t  h a s  p r o v i d e d  c r i t e r i a  for 
e l i g i b i l i t y  w h i c h  h a v e  b e e n  s t r a i g h t  f o r w a r d  a n d  c l e a r  
a n d  w h i c h  r e s u l t e d  in  a r a n k i n g  s y s t e m  b a s e d  o n  o b j e c t i v e  
need.

S e n a t o r  H a l f o r d  p o i n t e d  o u t  t h a t  e s s e n t i a l l y  t h e r e  a r e  
t h r e e  t i e r s  of  s c h o o l  c o n s t r u c t i o n  p r o g r a m m i n g .  A t  one



l e v e l  a r e  t h e  R u r a l  s c h o o l s  w h i c h  r e c e i v e  100% 
r e i m b u r s e m e n t ,  a t  a n o t h e r  v o t e r  a p p r o v e d  b o n d e d  
c o n s t r u c t i o n  w i t h  80% r e i m b u r s e m e n t  f r o m  t h e  state, a n d  
a n o t h e r  l e v e l  o f  c o n s t r u c t i o n  w h e r e b y  a l o c a l  g o v e r n m e n t ,  
o r  s c h o o l  b o a r d  u n d e r t a k e s  c o n s t r u c t i o n  u s i n g  1 0 0 %  o f  
l o c a l  s u p p o r t . T h e  b a s i c  i s s u e  w a s  t o  g e t  t h e  s t a t e s ' 
d e b t  r e q u i r e m e n t  u n d e r  con t r o l ,  a n d  to l i m i t  in s o m e  
f a s h i o n  t h e  w a y  in w h i c h  d e b t  is o b l i g a t e d  b y  t h e  state.

Mr. H o l e  m a i n t a i n e d  t h a t  t h e  c o n t r o l  c a n n o t  b e  i m p o s e d  
t h r o u g h  c r i t e r i a ,  b u t  t h a t  a c a p  as  s u g g e s t e d  in t h e  b i l l  
c o u l d  p r o v i d e  b o t h  c o n t r o l  a n d  relief.

Mr. H o l e  f u r t h e r  p o i n t e d  o u t  t h a t  w h i l e  a l o cal 
g o v e r n m e n t  m i g h t  b e  a b l e  t o  u n d e r  p r e s e n t  law, a s s u r e  
b o t h  v o t e s  a n d  t h e  b o n d  m a r k e t  of t h e  p o t e n t i a l  c o s t s  of 
d e b t  r e t i r e m e n t ,  w i t h o u t  full f u n d i n g  o f  p r e s e n t  law, 
b o t h  v o t e r  a p p r o v a l  a n d  b o n d  r a t i n g  w o u l d  b e  in j e o p a r d y .

C o m m i s s i o n e r  N o r d a l e  e x p l a i n e d  t h a t  t h e  a d j u s t m e n t  of 
t h e  p e r c e n t a g e  o f  s t a t e  s u p p o r t  w a s  a r e s u l t  of a 
c o o p e r a t i v e  e f f o r t  b e t w e e n  t h e  s t a t e  a n d  l o cal 
g o v e r n m e n t s  a n d  s c h o o l  boards. T h e  o p t i o n s  a v a i l a b l e  for 
s u c h  a f o r m u l a  w e r e  100% o f  p r i n c i p l e ,  50% o f  p r i n c i p l e  
a n d  i n t e r e s t  o r  a n  o v e r a l l  70%.

S e n a t o r  F i s c h e r  o f f e r e d  t h e  o p t i o n  o f  s e t t i n g  a l i m i t  on 
t h e  s q u a r e  f o o t a g e  c o s t s  o f  a facility.

Mr. H o l e  r e s p o n d e d  t h a t  s u c h  a c r i t e r i a  w o u l d  n o t  b e  
w o r k a b l e  d u e  t o  t h e  d i f f e r e n c e s  in d e s i g n  r e q u i r e m e n t s .

T h e  m e e t i n g  w a s  a d j o u r n e d  d u e  t o  t h e  a n n o u n c e m e n t  of  t h e  
e a r t h q u a k e  a c t i v i t y  i n  t h e  state, a n d  w a s  s l a t e d  t o  
r e c o n v e n e  a t  8: 0 0  a.m. o n  M a y  8, 1986.



1 BILL SHEFFIELD, GOVERNOR

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

O F F I C E  O F  T H E  C O M M I S S I O N E R

P O U C H  Z
J U N E A U .  A L A S K A  9 9 8 1 1  
P H O N E :  1 9 0 7 1  4 6 5 - 3 9 0 0

M a r c h  27, 1986

T h e  H o n o r a b l e  P e t e r  G o l l  
R e p r e s e n t a t i v e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P. 0. Box V  (MS 3100)
Juneau, A K  99811

Dear R e p r e s e n t a t i v e  Goll:

This is to c o n f i r m  the t e l e p h o n e  d i s c u s s i o n  b e t w e e n  you and 
J o h n  S i m p s o n  of this office on M a r c h  26 r e g a r d i n g  the House 
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 '  c o m m i t t e e  s u b s t i t u t e  for House 
Bill 520 (school c o n s t r u e  Cion) .

T h e  f u n d i n g  and p o s i t i o n  r e q u i r e m e n t  b y  the Dep a r t m e n t  of 
T r a n s p o r t a t i o n  and Pu b l i c  F a c i l i t i e s  for che C o m m u n i t y  and 
R e g i o n a l  Af f a i r s '  s u b s t i t u t e  for HB 520 w o pld be zero.

c c : S u s a n  F l e i s c h h a u e r , L e g i s l a t i v e  Liai s o n
J o h n  S i mpson, Director, HQ, E n g i n e e r i n g  & O p e r a t i o n s  
S t a n d a r d s

2SA. T1LH



I x ) f ou< l l i a

ANCHORAGE, MUNICIPAL ITY OF 
BRISTOL BAY 
FAIRBANKS NORTH STAR 

F a i r b a n k s  C i t y  
N o r t h  Po le 

TOTAL
HAINES

Ha in e s C i t y
cn ■*
4u TOTAL
JUNEAU, CITY I, HOKOUGH 
KENAI PENINSULA 

Homer C i t y  
Kena i C i t y  
S e l d o v i a  C i t y  
Sewa rd C i t y  
S o l d o t n a  C i t y  

TOTAL 
KETCHIKhN GATEWAY 

K e t c h i k a n  C i t y  
TOTAL 

KODIAK ISLAND 
Kod i a k C i t y  

TOTAL 
MATANUSKA-SUSITNA 

Pa lme r C i t y  
TOTAL 

NORTH SLOPE 
S ITKA , CITY h BOROUGH

Revenue 
G.O. Deb t Deb t

3 5 8 , 7 9 9 , 9 0 0 3 4 7 , 0 8 0 , 0 0 0
3 . 5 3 5 . 0 0 0

8 0 . 7 0 0 . 0 0 0  -•
9 . 0 1 0 . 0 0 0  6 1 , 1 7 0 , 0 0 0  
1 , 2 1 8 , 5 5 0

9 0 , 9 2 8 , 5 0 0  6 1 , 1 7 0 , 0 0 0
5 5 5 . 0 0 0
7 4 5 .0 00

1 . 3 0 0 . 0 0 0
17 ,651 , 00!) 27, 40U, 00U

1 1 9 . 3 2 4 . 0 0 5
2 . 1 1 3 . 0 0 0  1 , 0 2 5 , 0 0 0
5 . 8 3 5 . 0 0 0  23 5 ; 000

378 .0 00 4 3 , 0 0 0
1 0 ,0 00 7 , 6 7 2 , 0 0 0

2 . 8 0 0 . 0 0 0
1 3 0 . 4 6 0 . 0 0 5  8 , 9 7 5 , 0 0 0
2 1 . 0 9 0 . 0 0 0  41 0 , 0 0 0
1 0 . 8 4 0 . 0 0 0  2 3 , 2 8 0 , 0 0 0
3 1 . 9 3 0 . 0 0 0  2 3 , 6 9 0 , 0 0 0
2 5 . 8 1 5 . 0 0 0
2 . 4 5 5 . 0 0 0  3 , 2 9 8 , 0 0 0
2 8 . 2 7 0 . 0 0 0  3 , 2 9 8 , 0 0 0  

1 1 0 , 1 6 0 , 0 0 0
2 . 0 4 8 . 0 0 0  29 0 ,0 00

1 1 2 , 2 0 8 , 0 0 0  29 0 , 0 0 0
, 1 5 5 , 6 8 0 , 0 0 0
1 2 . 4 0 0 . 0 0 0  5 3 , 6 7 5 , 0 0 0

TOTAL BOROUGHS 1 , 9 7 3 , 1 6 2 , 4 0 5  ' 2 5 , 6 5 3 , 0 0 0

TABLE 1.21

A l a s k a M u n i c i p a l i t i e s  
6 -3 I J -85 
( D o l l a r s )

/S /3

% of

T o t a l
Debt

Sc h o o l
GlO.
Debt

S c h o o l 
Deb t Pa id 
by S t a t e

Net 
G.O. Debt

T o t a l  Ne t 
Deb t

7 0 5 , 8 7 9 , 9 0 0 1 3 9 , 9 6 5 , 0 0 0 94 % . 2 2 7 , 2 3 2 , 8 0 0 5 7 4 , 3 1 2 , 8 0 0
3 , 5 3 5 , 0 0 0 3 , 5 3 5 , 0 0 0 90 3 5 3 ,5 00 3 5 3 , 5 0 0

8 0 , 7 0 0 , 0 0 0 7 9 , 9 0 0 , 0 0 0 92 7 , 1 9 2 , 0 0 0 7 , 1 9 2 , 0 0 0
7 0 , 1 8 0 , 0 0 0 - - 9 , 0 1 0 , 0 0 0 7 0 , 1 8 0 , 0 0 0
1 , 2 1 8 , 5 5 0 - - 1 , 2 1 8 , 5 5 0 1 , 2 1 8 , 5 5 0

1 5 2 , 0 9 8 , 5 0 0 7 9 , 9 0 0 , 0 0 0 32 1 7 , 4 2 0 , 5 5 0 7 8 , 5 9 0 , 5 5 0
555 ,000 5 0 0 , 0 0 0 100 ■ -
74 5 ,0 00 - - 74 5 , 0 0 0 7 4 5 , 0 0 0

1 , 3 0 0 , 0 0 0 5 0 0 , 0 0 0 100 80 0 j 000 8 0 0 , 0 0 0
/ S , 131 ,000 3 0 , 2 0 9 , 0 1 8 91 2 0 , 1 6 0 , 7 9 4 4 7 , 6 4 0 , 7 9 4

1 1 9 , 3 2 4 , 0 0 5 1 0 0 , 1 2 0 , 0 0 0 90 2 9 , 2 1 6 , 0 0 5 2 9 , 2 1 6 , 0 0 5
3 , 1 3 8 , 0 0 0 - - 2 , 1 1 3 , 0 0 0 3 , 1 3 8 , 0 0 0
6 , 0 7 0 , 0 0 0 - - 5 , 8 3 5 , 0 0 0 6 , 0 7 0 , 0 0 0
421 ,000 • - 3 78 ,0 00 4 2 1 , 0 0 0

7 , 6 8 2 , 0 0 0 - - 1 0 , 0 0 0 7 , 6 8 2 , 0 0 0
2 , 8 0 0 , 0 0 0 - -  . 2 , 8 0 0 , 0 0 0 2 , 8 0 0 , 0 0 0

1 3 9 , 4 3 5 , 0 0 5 1 0 0 , 1 2 0 , 0 0 0 90 4 0 , 3 5 2 , 0 0 5 4 9 , 3 2 7 , 0 0 5
2 1 , 5 0 0 , 0 0 0 1 6 , 4 4 5 , 0 0 0 92 5 , 9 6 0 , 6 0 0 6 , 3 7 0 , 6 0 0
3 4 , 1 2 0 , 0 0 0 - - 1 0 , 8 4 0 , 0 0 0 3 4 , 1 2 0 , 0 0 0
5 5 , 6 2 0 , 0 0 0 1 6 , 4 4 5 , 0 0 0 92 1 6 , 8 0 0 , 6 0 0 4 0 , 4 9 0 , 6 0 0
2 5 , 8 1 5 , 0 0 0 2 5 , 5 1 5 , 0 0 0 91 2 , 5 9 6 , 3 5 0 2 , 5 9 6 , 3 5 0
5 , 7 5 3 , 0 0 0 - - 2 , 4 5 5 , 0 0 0 5 , 7 5 3 , 0 0 0

3 1 , 5 6 8 , 0 0 0 2 5 , 5 1 5 , 0 0 0 91 5 , 0 5 1 , 3 5 0 8 , 3 4 9 , 3 5 0
1 1 0 , 1 6 0 , 0 0 0 9 5 , 1 2 0 , 0 0 0 90 2 4 , 5 5 2 , 0 0 0 2 4 , 5 5 2 , 0 0 0

2 , 3 3 8 , 0 0 0 - - 2 , 0 4 8 , 0 0 0 2 , 3 3 8 , 0 0 0
1 1 2 , 4 9 8 , 0 0 0 9 5 , 1 2 0 , 0 0 0 90 2 6 , 6 0 0 , 0 0 0 2 6 , 8 9 0 , 0 0 0

1 , 1 5 5 , 6 8 0 , 0 0 0 2 0 7 , 2 2 0 , 0 0 0 97 9 5 4 , 6 7 6 , 6 0 0 9 5 4 , 6 7 6 , 6 0 0
6 6 , 0 7 5 , 0 0 0 2 , 0 5 2 , 2 5 8 . 100 1 0 , 3 4 7 , 7 4 2 6 4 , 0 2 2 , 7 4 2

2 , 4 9 8 , 8 2 0 , 4 0 5 7 0 0 , 5 8 1 , 2 7 6 93 % 1 , 3 1 9 , 7 9 5 , 9 4 1 1 , 8 4 5 , 4 5 3 , 9 4 1



T A B L E  1.21 ( c o n t i n u e

■j)

Revenue Total
Cities G.O. Debt Debt Debt

Bethe 1 556,505 535,000 1,091,505
Cordova - 1,456,000 1,456,000
Craig 35,646 87,000 122,646
Delta Junction - - -
Di llinghun - 286,000 286,000
Eagle - - -
Galena 900,000 - 900,000
lloonah - - -
Ilydaburg - - -
Kake - 06,000 86,000
King Cove - - -
Klawock - - -
iKot zeLue - - -
’tlenana 397,356 2,320,000 2,717,356
Nome 2,161,250 - 2, 161,250
Pelican - - -
Petersburg 6,195,00U 4,367,035 10,562,835
St. Mary's - - -
Sami Point - -
Skagway 820,000 020,000
Tanana - - -
Unalakloet - - -
Unalaska 3,299,032 429,:16 3,728,240
Valdez 75,833, 000 7,650,000 0 3, 483,000
Whittier - . . . -
Wrangel1 10,750,000 812,600 11,562,60U
Yakutat f  235,193 490,476 725,669

'iillAl. CITIES 101,102,902 18,520,127 1 19, 703, 109

TOTAL MUNICIPALITIES 2,074,345,387 544,178,127 2,610,521,51 4

Source.;: Alaska Department of Education and Alaska Taxable 19115, Ala

School
G.O.
Debt

190.000 

4,826,500

925.000 
22,585,000

9,385,777

37,912,277

738,493,553

4 o£ 
School 
Debt Paid 
by State

- %

100

96

90
94 •

82

91

93 % 1

Net 
G.O. Debt

556,505

35,646

900,000

207,356 
■' 2,161,250

1,561,560

820,000

2,466,532
54,603,100

3,05 3,663 
235,193

66,600,805

,386,396,746

Total Net 
Debt

1,091,505 
1,456,000 

122,646

286,000

900,000

86,000

2,527,356 
2,161,250

5,929,395

820,000

2,895,748 
62,253,100

3,866,263 
725,669

85,120,932

1,930,574,873

ka Department o£ Community and Regional Affairs.
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ANCHORAGE
I ' h l S T O l  I*AY
CORDOVA
I* ILL IN I i l lAH
FAIRPANNO
GALENA
HA INES
.It INC AU
M  HA I
Kl  TCHINAN
NINO COVI.
n o u i a n
NAT- OU 
HI NANA 
NIIHC
NORTH Ol .UPE 
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S I T K A  
UNAt ASNA 
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U l iANGf l  L
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SCHOOL til SI fill. IS

100% VOX 002 707.
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NL 7/1/77 7/1/77 TCI CASH I 'AYMINI 1/1/02 111

1/1/112 7/1/113
.•YR LAO 2YR LAO 2YR LAO CIIRREH1 RAY

♦9,040,760 ♦1,425,357 ♦ 5,663,3113 ♦ 7,262,1120
♦ 0 ♦ 300,0110 ♦64,979 ♦0

♦11V,o95 ♦ 0 ♦ 16,1166 >0
♦ 0 ♦ 0 ♦ 220,1110 ♦ 0

♦3,000,542 ♦ 0 ♦236,527 49,750,173
♦ 0 ♦ 0 ♦200,146 ♦ 0

♦91,773 ♦ 0 ♦71,350 ♦ 0
♦690,130 ♦ 327,401) ♦122,774 ♦5,744,105

♦:*, s s : ! ,047 ♦ 0 ♦ 2,741,1192 ♦ 1 1 ,753,022
1402,9*10 ♦ 0 ♦1,447,226 ♦2,391,220

♦ 0 ♦ 0 ♦26,314 ♦ 0
♦441,203 ♦ 1,1211,062 ♦74,615 ♦2,766,765

♦2,116,025 ♦2,695,506 ♦40,134 ♦7,446,346
♦22,000 ♦ 0 ♦ 0 ♦ 0

♦ 0 ♦ 0 ♦ 0 ♦145,000
♦ 71)4,500 ♦ 15,704,6711 ♦ 0 ♦7,515,250
♦309,720 ♦ 0 ♦ 0 ♦365,001
1 156,015 ♦ 0 ♦ 5*.! ,  704 ♦ 0

♦ 0 ♦74,076 ♦ 0 ♦ 0
♦ 1 ,275,514 ♦ 1,641,321 ♦260, i 26 ♦ 0

♦ 0 ♦ 126,266 ♦ 0 ♦ 104,0110

22,091,064 ♦23,006,474 ♦11,754,074 ♦ !.V,  446,2116

I I I I A I  IHINI i  t i l l  11 AYS 

■'LUS: CASH I AY Ml N I S  

SUH TO IAL  

lEU OSS FYI1/ CUT .  

SUL) I I )  I At

e s s : c i o . t a x

: ST .  STATE A I P - F Y 0 7

11011,742,604

♦11,754,074

♦ 120,477,4711 

♦26,170,710 ,

♦ 146,6611, 1UU 

(♦2,404,530)

♦144,263,650

i o t e i  m u m p e r s  f r e u l m i i h  a p o u l  a  r e  r o u n d e d  to  t h e  n i  a l l o t  d o l l a r .
S EE SCHOOL M S I I . I C T  SUHMARIES FOR EXACT AHOI INrO.

4

LOT I I 1A I I  l< S T A I i :  A i n

007. O c t .  1905 1OTI  HATCH
l i l l l l l i  OAI 1 0 CAUSED POND LESS TOTAL PLPT
7/1/11) 1(1 PROP OS IT IONS C I O .  TAX RE I I  RE Ml NT
I 'M OEHI FY07 STATE P A I D  IN PY D I S T R I C T

C t l l .RLNI  FAY A I D  E S T . FY05 FOR FY-07

♦ 0 ♦2,763,640 (♦1,079,060)  1 ♦27»076»V00
♦ 0 t o (♦11,309) 1 ♦434,470

• 10 ♦ 0 (♦17,524) 1 ♦117,037
• 10 ♦ 0 {♦20,1321 1 ♦200,606

♦ 0 ♦2,965,130 (♦307,232) 1 ♦16,453,140
♦ 0 ♦ 0 (♦10,101) 1 ♦170,045
♦ 0 1 t o (♦17,207) I ♦166,036
t o ♦79,152 (♦130,529) 1 ♦ 6,1153 ,1 40

♦507,740 ♦7,371,000 (♦224,303) 1 ♦26,704,326
♦ 0 ♦ 0 (♦77,670) 1 ♦4,165,716
♦ 0 ♦ 0 (♦0,507) 1 ♦17,727
t o ♦ 0 (♦72,057) 1 ♦ 4,5513,5011

♦2,112,056 ♦7,275,140 (♦202,657) ! ♦21,490,636
t o ♦ 0 (♦9,404) ! ♦12,596
♦ 0 ♦656,640 (♦29,122) 1 ♦773,310
10 ♦ 0 ••(♦52,710) 1 ♦26,231,730
10 ♦ 0 (♦21,977) 1 ♦733,544
t o ♦3,040,000 (♦52,7/0)  ! ♦ 3 ,04 l i 749
10 ♦ 0 (♦9,749) 1 ♦05,147
t o ♦ 0 (♦.31,170) 1 ♦3,155,763

♦675,776 ♦ 0 (♦10,966) 1 1 ♦700,164

♦3,377,700 ♦26,170,710 (♦2,404,530) ♦144,263,650

I T  1707 EST IM AT E  ♦144,263,658
I Y  1706 AF’FRI IF'R I AT ION 1106,315,600

EST1MA IL I I  I NCREASE  137,7411,050
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Suite 12CQ 
1211 SW Filtn Avenue 

Portland. Oregon 97204 
(£03 )222.1405

Northwest Offices

The Honorable Bill- Sheffield
Governor
State of Alaska
3rd Floor, Capitol
Poach A
Juneau, AK 99811

Dear Governor..Sheffield

At the outset, I want to say that the trip you took to 
New York and Chicago to meet with representatives or the 
investment community, including the rating agencies, under­
writers and other participants, was definitely a success.
Since those meetings, we have heard positive comments both 
about the State's presentations and the desire for many of the 
representatives to maintain continuing dialogue with the chief 
financial and administrative officers of the State.

This week, we were informed by Anthony Arthur of Standard 
4 Poor's Corporation that the rating agency is in the process 
of preparing a reviewfon the rating it assigns to the State of 
Alaska. It is anticipated that this review will take several 
weeks to complete and will be distributed in appropriate pub­
lications b y’standard 4 Poor's. It is not unusual’for a rating 
agency to conduct this type of review subsequent to a briefing 
of the type presented by the State in November,

During conversations with Anthony Arthur, he requested 
that certain materials prepared prior to the presentation be 
updated so that they will have more current data cn which to 
base their credit review. In particular, it will be necessary 
f o r t h e  State to doveloo more rttent information on the debt 
position of State agencies and the State itself. Members of 
the Department of Revenue are at present preparing that 
material. Most importantly in this respect,’however, is the

agency to include the proportionate share of local school debt 
paid by the State in determining the State's overall debt load. 
Apparently, the agency has not boen aware of this school assis­
tance program until recontly, and based upon the method employed 
by the agency in handling local school debt paid by other states, 
we would anticipate the applicable portion to be added to the

subject of school debt. For the first time, we expect the
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overall debt' liability o£ Alaska. Due to the fact that the 
agency will now be including such debt, we can expect Standard 
& Poor's to ask the following question regarding this natter.
The agency will desir9 to know the policy that the State expects 
to employ to control the amount of local school debt that will 
be paid b y  the State. In fact, if you recall, at the New York 
luncheon, one analyst raised the issue by asking if the State 
had plana for controlling local debt i a a u o c  in the future. In 
response to this possible inquiry by Standard Si Poor's, you 
Bhould know that in most circumstances in which other states 
pay a large portion of debt service for local school buildings, 
before the local issuer is authorized to sell the school debt, 
approval b y  the particular state education department is 
required, which department al3o receives certain affordability 
guidelines for the program by the chief financial officers of 
the individual-state. Standard & Poor's would find it helpful 
to receive some specific discussion on this important point.

In conjunction with this analysis by Standard & Poor's, 
it will also review the S t a t e‘b proposed two-year debt manage­
ment policy. Based on recent discussions with Star.aara S Poor's, 
we do not expect a definitive response by the agency on the 
policy Until later in the month wnen all relevant memaer3 of 
the rating committee will be available for the review. It is 
important for the State to have a plan it can present to the 
agency for the implementation of this policy whether the imple­
mentation is expected to be an executive proclamation, legisla­
tion, or the adoption by the Administration of particular 
guidelines for the State ar.d State agencies to follow.

l'

There ire at least two additional items which, I believe, 
deserve attention at t h i B  p o i n t :  Ths status of the recommenda­
tions of the lease/purchase options for State office buildings 
and the establishment of the appropriate approach toward analyz­
ing infrastructure financing by the state. 'With respect to 
the first matter, as was noted often during cur various visit3 
with the investment community, the lease/purchase approach, as 
proposed by the State Office Building Task Force, i3 a cost- 
effective and the preferred method of financing State office 
facilities. In the past, the issuance cf certificates of 
participation on an ad hoc basis has net been conducive to a 
well-organized debt management program tor f i n a n c i n g  o u c h  

•facilities. Because of the substantial debt managoment advant­
ages of utilizing the methodology presented by the Task Force, 
a process for State implementation of these recommendations 
would be met with a favorable response by the rating agency 
during the course of its evaluation. In this respect, any 
such facilities that would generally fall within those requiring

2- -
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debt financing should be included immediately within the 
restrictions of the proposed structure in order for the State 
to indicate early and convincing adoption of the approach. It 
would also be halpfui to make clear to the rating agency that 
the Sheffield Administration expect3 to make the implementation 
of the recommendations a significant part of the State's overall 
debt management operations.

Finally, the_funding by the State of physical infrastruc­
ture requirements'has been accomplished in two way3: The use
of revenues for capital projects and the issuance of debt to 
raise proceeds for capital construction requirements. It would 
be helpful, from the credit analyst1s perspective, to have a 
document which sets .forth annually all'payments for infrastruc­
ture financing by the State to be accomplished during the 
upcoming year,- This information, consolidated into one docu­
ment, would consist of three ma^or part3. First, tha document 
would present the amount of current’revenues being applied to 
purchase or build long-term capital facilities. 3eccr.d, the 
information would set forth the current debt service o e m n  
paid for all capital facilities directly and indirectly by the 
State (i.e., general fund expenditures for lease/purcr.ase 
facilities, general obligation payments, and debt service pay­
ments on local school debt). Third, 'the document would present 
the security issues to be sold during the current year througn 
both general obligation bonds and re ated obligations (i.e., 
Iease/purcha3e debt). Through this cocument, investors and 
crsdit analysts could determine, in a more simplified form, 
the State's commitment to capital financing of infrastructure 
requirements. Moreover, it would allow these persons to under­
stand the overall credit of the State in a more comprehensive 
and persuasive manner. ••

Obviously, we will keep you informed about the progress 
of the review by Standard a Poor's on the State. If you have 
any questions or require any further clarification on the 
natters discussed i n’this letter, please do r.ot hesitate to 
contact u s . At present, I expect to be in Alaska in early 
January and would like the opportunity tc meet wjjih you then.
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#

1 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

2 CS F O R  H O U S E  B I L L  NO. 520 (Finance)

3 IN T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF A L A S K A

4 F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

5 A  B I L L

6 F o r  an Act e n t i tled: "A n  Act r e l a t i n g  to p u b l i c  s c h o o l  c o n s t r u c t i o n ;  and

7 p r o v i d i n g  for an  e f f e c t i v e  d a t e . "

8 B E  IT E N A C T E D  BY  T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  ALASKA:

9 * S e c t i o n  1. A S  1 4 . 1 1 . 1 0 0 ( a ) ( 5 )  is a m e n d e d  to read:

10 (5) subject to ( h ) , (i), and (j ) of this s e c tion, 80 p e r­

il cent of

12 (A) p a y m e n t s  m a d e  by the m u n i c i p a l i t y  d u r i n g  the

13 f i s c a l  y e a r  for the r e t i r e m e n t  of p r i n c i p a l  a n d  i n t e r e s t  on

14 o u t s t a n d i n g  bonds, n o tes or  o t h e r  i n d e b t e d n e s s  a u t h o r i z e d  by the

15 q u a l i f i e d  v o t e r s  of the mur'.cipality a f t e r  J u n e  30, 1983, and

16 b e f o r e  J u l y  1, 1986, to p a y  c o sts of s c h o o l  c o n s t r u c t i o n ,  addi-

17 t i ons to schools, a n d  maj >r r e h a b i l i t a t i o n  p r o j e c t s  that e x c e e d

18 $ 2 5 , 0 0 0  a nd are a p p r o v e d  u n d e r  AS  14.0 7 . 0 2 0 ( 1 1 ) ;  and

19 (B) c a s h  p a y m e n t s  m a d e  a f t e r  J u n e  30, 1983, a nd b e fore

20 J u l y  1, 1986, by  the m u n i c i p a l i t y  d u r i n g  the f i s c a l  y e a r  two

21 y e a r s  e a r l i e r  to p ay costs of s c h o o l  c o n s t r u c t i o n ,  a d d i t i o n s  to

22 schools, a nd m a j o r  r e h a b i l i t a t i o n  p r o j e c t s  that e x c e e d  $ 2 5 ,000

23 a n d  are a p p r o v e d  u n d e r  AS  1 4 . 0 7 . 0 2 0 ( 1 1 ) .

24 * Sec. 2. AS 1 4 . 1 1 . 1 0 0 ( a )  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to read:

25 (6) s u b ject to ( h ) , (i), a n d  (j ) of this s e c t i o n  70 p e r c e n t

26 of

27 (A) p a y m e n t s  m a d e  by  the m u n i c i p a l i t y  d u r i n g  the

28 f i scal y e a r  for the r e t i r e m e n t  of p r i n c i p a l  a n d  i n t e r e s t  on

29 o u t s t a n d i n g  bonds, n o tes o r  o t h e r  i n d e b t e d n e s s  a u t h o r i z e d  by the

-1- CSHB 520(Fin)
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1 q u a l i f i e d  v o t e r s  of the m u n i c i p a l i t y  a f t e r  Jun e  30, 1986, to p ay

2 costs of school cons t r u c t i o n ,  a d d i t i o n s  to schools, a n d  m a j o r

3 r e h a b i l i t a t i o n  p r o j e c t s  that e x c e e d  $ 2 5 , 0 0 0  an d  that are a p p r o v e d

4 u n d e r  AS  14.11.102; and

5 (B) c ash p a y m e n t s  m a d e  a f t e r  J une 30, 1986, by the

6 mun i  •.ipality d u r i n g  the fiscal y e a r  two y e a r s  e a r l i e r  to pay

7 costs of school cons t r u c t i o n ,  a d d i t i o n s  to schools, a n d  m a j o r

8 r e h a b i l i t a t i o n  p r o j e c t s  that e x c e e d  $ 2 5 , 0 0 0  a nd are a p p r o v e d

9 u n d e r  AS 14.11.102.

10 * Sec. 3. A S  14.1 1 . 1 0 0 ( h )  is a m e n d e d  to read:

11 (h) I n  d e t e r m i n i n g  an [AN] a l l o c a t i o n  u n d e r  ( a ) (4)^ [OR] ( 5 ) , or

12 (6) of this s e c t i o n  for s c hool c o n s t r u c t i o n  b e g u n  a f ter Jul y  1, 1982,

13 the costs of  s c h o o l  c o n s t r u c t i o n  mus t  [SHALL] be r e d u c e d  by t he amount

14 of m o n e y  <_sed for the c o n s t r u c t i o n  of r e s i d e n t i a l  space, h o c k e y  rinks,

15 p l a n e t a r i u m s , saunas, and o t h e r  f a c i l i t i e s  f o r  single p u r p o s e  s p o r t i n g

16 or r e c r e a t i o n a l  uses that are not s u i t a b l e  f o r  o t h e r  act v i t i e s  and by

17 the m o n e y  u s e d  f or c o n s t r u c t i o n  that e x c e e d s  the a m ount n e e d e d  for

18 c o n s t r u c t i o n  of a f a c i l i t y  of ef f i c i e n t  d e s i g n  as d e t e r m i n e d  by the

19 d e p a r t m e n t .  T h e  costs of school c o n s t r u c t i o n  [AN A L L O C A T I O N  U N D E R

20 (a)(4) O R  (5) O F  THIS SECTION] m a y  not be r e d u c e d  by the a m o u n t  of

21 m o n e y  u s e d  for c o n s t r u c t i o n  of a small s w i m m i n g  pool, tank, or w a t e r

22 s t o r a g e  f a c i l i t y  u s e d  for w a t e r  sports. However, an  a l l o c a t i o n  shall

23 be r e d u c e d  by  the d i f f e r e n c e  b e t w e e n  the amou n t  of m o n e y  u s e d  to con-

24 s t ruct a s w i m m i n g  pool that e x c eeds the s t a n d a r d s  a d o p t e d  by the

25 d e p a r t m e n t  and the a m ount of m o n e y  that w o u l d  h ave b e e n  u s e d  to con-

26 struct a s m a l l  s w i m m i n g  pool, tank, or  w a t e r  s t o r a g e  facility, as

27 d e t e r m i n e d  by  che commissioner.

28 * Sec. 4. AS  1 4 . 1 1 . 1 0 0 ( i )  is a m e n d e d  to read:

29 (i) F o r  the p u r p o s e s  of (a)(4)x [AND] ( 5 ) , and (6) of  this
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(1) an  i n d e b t e d n e s s  for bonds is i n c u r r e d  a f t e r  the bonds

a re sold;

(2) r e i m b u r s e m e n t  fo r  a c a s h  p a y m e n t  m a y  o n l y  be  m a d e  a f ter 

the p a y m e n t  is m a d e  to a v e n dor; and

(3) p a y m e n t s  m a y  not be m a d e  fo r  c o sts that a re i n c u r r e d

u n d e r  a c o n t r a c t  a f t e r  t h e  contract has b e e n  released.

Sec. 5. AS 1 4 . 1 1 . 1 0 0 ( j )  is a m e n d e d  to read:

(j ) T he state ma y  n o t  a l l o c a t e  m o n e y  to a m u n i c i p a l i t y  f o r  a 

school c o n s t r u c t i o n  p r o j e c t  u n d e r  (a)(5) o r  (6) of thi s  s e c t i o n  u n less 

the m u n i c i p a l i t y  c o m p l i e s  w i t h  the r e q u i r e m e n t s  of (1) - (4) of this 

s u b s e c t i o n  a n d  the p r o j e c t  is a p p r o v e d  u n d e r  A S  1 4 . 1 1 . 1 0 2  [BY T HE 

CO M M I S S I O N E R ]  b e f o r e  the local v o t e  on the bon d  issue for t he project. 

In a p p r o v i n g  a p r o j e c t  u n d e r  t h’S su b s ection, t he c o m m i s s i o n e r  shall 

r e q u i r e

(1) the m u n i c i p a l i t y  to i n . l u d e  on t he b a llot f or the bon d

is sue th e  e s t i m a t e d  total cost of e a c h  p i : j e c t  i n c l u d i n g  e s t i m a t e d

a n n u a l  o p e r a t i o n  a nd m a i n t e n a n c e  costs and the e s t i m a t e d  a m o u n t s  that 

wi l l  be p a i d  by  the state an d  by the m u n i c i p a l i t y ;

(2) that the b o n d s  m a y  n ot be r e f u n d e d  u n l e s s  the p r e sent

v a l u e  of the a g g r e g a t e  [ANNUAL] debt s e r v : c e  on the r e f u n d i n g  issue is 

not g r e a t e r  t h a n  the p r e s e n t  v a l u e  of  the a g g r e g a t e  [ANNUAL] debt 

s e r v i c e  r e m a i n i n g  o n  the o r i g i n a l  issues; for p u r p o s e s  of this p a r a­

g r a p h  t he p r e s e n t  v a l u e  of  debt s e r v i c e  s h a l l  be d e t e r m i n e d  by u s i n g  

the y i e l d  on t he r e f u n d i n g  issue as the d i s c o u n t  rate [ I S S U E ] ;

(3) that the b o n d s  m u s t  be r e p a i d  in a p p r o x i m a t e l y  equal

annu a l  p r i n c i p a l  p a y m e n t s  or a p p r o x i m a t e  e q ual d e b t  s e r v i c e  payme n t s  

o v e r  a p e r i o d  of at least 10 years;

(4) the m u n i c i p a l i t y  to d e m o n s t r a t e  n e e d  f o r  the p r o j e c t  by

section
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1 e s t a b l i s h i n g  that the s c h o o l  d i s t r i c t  has

2 (A) p r o j e c t e d  l o n g - t e r m  studen*- e n r o l l m e n t  that indi-

3 cates the d i s t r i c t  has i n a d e q u a t e  fac i l i t i e s  to mee t  p r e s e n t  or

4 p r o j e c t e d  e n r o l l m e n t ;  or

5 (B) f a c i l i t i e s  that r e q u i r e  r e p a i r  or r e p l a c e m e n t  in

6 o r d e r  to m e e t  h e a l t h  a n d  s a f e t y  laws or r e g u l a t i o n s  or b u i l d i n g

7 codes.

8 * Sec. 6. A S  14 . 1 1 . 1 0 0  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

9 (1) A n  a l l o c a t i o n  u n d e r  (a)(6) of this s e c t i o n  m a y  not be

10 r e d u c e d  d u e  to a m o u n t s  e x p e n d e d  by a m u n i c i p a l i t y  u n d e r  (k) of this

11 section.

12 * Sec. 7. AS  1 4 . 11.102 is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

13 (b) A f t e r  r e v i e w i n g  a ll p r o j e c t s  for w h i c h  r e t i r e m e n t  of  school

14 c o n s t r u c t i o n  debt is r e q u ested, the d e p a r t m e n t  s h all r a n k  the p r o j e c t s

15 that h a v e  b e e n  d e t e r m i n e d  e l i g i b l e  for debt r e t i r e m e n t  u n d e r  AS 14.-

16 1 1 . 1 0 0 ( j ) ( 4 )  in a c c o r d a n c e  w i t h  the p r o c e d u r e s  set out in A S  14.11.-

17 010. All p r o j e c t s  d e t e r m i n e d  el i g i b l e ,  but f or w h i c h  nc a p p r o v a l  for

18 debt r e t i r e m e n t  ha s  b e e n  m a d e  u n d e r  AS  14.11.103, shall be i n c l u d e d  in

19 the same ranking.

20 * Sec. 8. AS  14.11 is a m e n d e d  by a d d i n g  a n ew s e c t i o n  to read:

21 Sec. 14.11.103. A L L O C A T I O N S  OF M O N E Y  F O R  S C H O O L  D E B T  R E T I R EMENT.

22 (a) A  r e q u e s t  fo r  an  a l l o c a t i o n  of m o n e y  u n d e r  AS 1 4 . 1 1 . 1 0 0  for

23 s c h o o l  c o n s t r u c t i o n  d e b t  r e t i r e m e n t  snail be s u b m i t t e d  to the depart-

24 men t  b y  the s c h o o l  d i s t r i c t  no  l a t e r  t h a n  O c t o b e r  15 of the fiscal

25 y e a r  b e f o r e  the fiscal y e a r  for w h i c h  the r e q uest is made.

26 (b) B e f o r e  a p r o j e c t  is a p p r o v e d  for r e t i r e m e n t  of school con-

27 s t r u c t i o n  debt u n d e r  A S  1 4 . 1 1 . 1 0 0 ( a ) ( 6 ) ,  the p r o j e c t  m u s t  h a v e  b e e n

28 d e t e r m i n e d  e l i g i b l e  u n d e r  t h e  p r o v i s i o n s  of A S  14.11.102.

29 (c) T h e  d e p a r t m e n t  s h a l l  a p p r o v e  e l i g i b l e  p r o j e c t s  f or debt
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m

1 r e t i r e m e n t  in  the o r der of the p r i o r i t y  e s t a b l i s h e d  u n d e r  AS  14.11.-

2 102, if the r e q u e s t s  mee t  the r e q u i r e m e n t s  of A S  14.11.100, and sub-

3 jec t  to the p r o v i s i o n s  of (d) - (e) of this section.

4 (d) T o tal o u t s t a n d i n g  s t ate o b l i g a t i o n  f o r  r e i m b u r s e m e n t  u n d e r

5 A S  1 4 . 1 1 . 1 0 0 ( a ) ( 6 ) ( A )  m a y  not e x c e e d  $ 1 5 , 0 0 0 , 0 0 0  in a s i n g l e  year.

6 (e) T o tal o u t s t a n d i n g  s t ate o b l i g a t i o n  to r e i m b u r s e  c ash pay-

7 m e n t s  u n d e r  A S  1 4 . 1 1 . 1 0 0 ( a ) ( 6 ) ( B )  m a y  n ot e x c e e d  $ 5 , 0 0 0 , 0 0 0  in a

8 s i n g l e  year.

9 * Sec. 9. This Act takes e f fect J u l y  1, 1986.
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Z t 'd Ab­
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BY THE COMMUNITY AMD REGIONAL 
PI THE HOUSE AFFAIRS COMMITTEE

C S  FOR. H O U S E  2 ILL H O .  521 (C&RA)

111 THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH. LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to municipal debt and the Issuance

of municipal general obligation bonds; and providing 

for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF A L A S K A :

Section 1. AS 29.10.200 is amended by adding a new paragraph to read: 

(47) AS 29.47.190 - 29.47.195 (notice of and limitation on

de b t ) .

* Sec. 2. AS 79.20.640(e) is amended to read:

(a) A municipality shall file with the department

(1) maps and descriptions of all annexed or detached terri­

tory;

(2) a copy of the annual audit, or, for t. second class

city, an audit or statement of annual income and expenditures;

(3) fa:: assessment and tar levy figures as requested;

(4) a copy of the current annual budget of the municipal­

ity;

(5) a summary of the optional property ta;c exemptions

authorized together with the estimate of the revenues lost to the

municipality by operation of each of the exemptions;

(6 ) a summary of amounts and types of debts of the mttnic -

ipality if requested by the department .

Sec. 3. AS 29.47. 190(b) is amended to read:

(b) Before a general obligation bond i3sue election, the govern­

ing body shall have published a notice of the total existing bond
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indebtedness at least once, a  week for three 'consecutive weeks. The 

first notice shall he published at least 20 days before the date of 

the election. A notice tiust [SHALL 1 include

(1) the current total general obligation bonded indebted­

ness, including authorized but unsold bcmds^ of the municipality;

(?) tin: cost of the debt service on the current indebted­

ness;

(3) the total assessed value of taxable property in the 

municipality  ̂

(A) the full value of tax able property in the municipality

as determined by the department; and

(5) for a citv In a borough, the current total general

ob ligation b on do d fade bt ness o f the boro u g h , including authorised but 

unsold b o n d s .

* Sec. A. AS 29.A 7. 190 Is amended by adding a n e w  subsection to road;

<c) This section applies to hone rule and general law municipal­

ities.

•• Sec. 5. AS 20.A 7 is amended by adding a new section to road;

Sec. 29.47.195. LIMITATION ON MUNICIPAL DEBT. (a) A governing 

body m a y  authorize issuance of general obligation bonds only

(i) for v city outside a borough, 1 r

(A) the general obligation bonded indebtedness of the 

city outstanding at the time of the authorization does not exceed 

five percent of the average full value of taxable property in the

city for the last two years as determined by the department; and

(B) upon issuance of the authorized bends, the total 

general obligation bonded indebtedness of the city, trill not

exceed five percent of the average full value of taxable property 

in the city for the last two years ns determined by the
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depasrtnentj

(2) f o r  & b o r o u g h  c o n t a i n i n g  a  c i t y  a n d  f o r  a  c i t y  w i t h i n  a 

b o r o u g h , if

(A) t h e  c o m b i n e d  g e n e r a l  o b l i g a t i o n  b o n d e d  i n d e b t e d­

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

p e r c e n t  o f  the a v e r a g e  full v a l u e  o f  a l l  t a x a b l e  p r o p e r t y  in 

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

d e p a r t m e n t ;  a n d

(D) u p o n  i s s u a n c e  o f  t h e  a u t h o r i z e d  b o n d s ,  the t o t a l

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

c i t i e s  in it w i l l  n o t  e x c e e d  s i x  p e r c e n t  o f  t h e  a v e r a g e  full,

v a l u e  o f  a l l  t a x a b l e  p r o p e r t y  in t h o s e  nuai.cipalit.ies f o r  the

l a s t  t w o  y e a r s  as d e t e r m i n e d  b y  the d e p a r t m e n t ;

(3) f o r  /:■. b o r o u g h  t h a t  d o e s  n o t  c o n t a i n  a c i t y ,  i f

(A) t h e  t o t a l  g e n e r a l  o b l i g a t i o n  b o n d e d  i n d e b t e d n e s s

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

v a l u e  o f  a l l  t a x a b l e  p r o p e r t y  in t h e  b o r o u g h  f o r  the l a s t  two

y e a r s  as d e t e r m i n e d  b y  t h e  d e p a r t m e n t ;  a n d

(B) u p o n  i s s u a n c e  o f  the a u t h o r i s e d  b o n d s  t h e  t o t a l  

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

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

p r o p e r t y  in t h e  b o r o u g h  f o r  t h e  l a s t  t w o  year?; as d e t e r m i n e d  b y  

the d e p a r t m e n t .

(4) f o r  a  u n i f i e d  m u n i c i p a l i t y ,  if

(A) t h e  t o t a l  g e n e r a l  o b l i g a t i o n  b o n d e d  i n d e b t e d n e s s

0.1 t h e  u n i f i e d  iauni.cipa1.ity d o c s  n o t  e x c e e d  si:: p e r c e n t  o f  the

a v e r a g e  f u l l  v a l u e  o f  a l l  t a x a b l e  p r o p e r t y  in t h e  u n i f i e d  ru 

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

a n d

C O M M IT T E E  C O P
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(B) upon issuance of the authorized bonds the total 

general obligation bonded indebtedness will not exceed six 

percent of the average full value of all taxable property in the 

unified municipality for the last two years as determined by the 

department.

(b) Fxcopt as provided under (c) of this section, if general 

obligation bonds are authorised by a borough containing s city or by a 

city in a borough, the level of indebtedness shall be apportioned as 

follow*?:

(1) the general obligation bonded in. deb ted ness of the 

borough may not exceed one percent of the average full value of tax­

able property in the borough, including property inside cities and

outside cities?

(2) the general obligation bonded indebtedness o f  the*, c i t y  

may not exceed fiva percent of the average full value of taxable 

property in the citv.

(e) The general obligation bonded indebtedness allocated to

boroughs under (b) of this section may be increased i f  the increase is 

approved by r. resolution adopted by the assembly and by a resolution 

adopted by the council of each city in tho borough. However, the com­

bined general obligation Indebtedness of nil tho municipalities may

not exceed the limit ur.der (a)(2) of this section.

(d) The limitation under (a) of this section doss not apply to

(1) general obligation bonds necessary because, of ?. natural

disaster;

(2) general obligation bonds necessary to protect the

public health?

(3) general obligation bonds for which, without expenditure 

of tax revenue, cash receipts from fees, rents, or other charges

CSIIB 521 (C&RA) -4-
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p l e d g e d  co p a y  the d e b t  h a v e  b e e n .  I n  the c a s e  o f  d e b t  o u t s t a n d i n g ,  

a n d  V7ill b e ,  i n  t h e  c a s e  o f  d e b t  to b e  i s s u e d ,  s u f f i c i e n t  e a c h  f i s c a l  

y e a r  t o  m e e t  i n t e r e s t  a n d  r e d e m p t i o n  p a y m e n t s  o n  t h e  b o n d s  a n d  c o s t s  

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

b o n d s ;

(A) bond anticipation notes;

(5) revenue anticipation notes issued in accordance with 

art. IX, sec. 10, Constitution of the. State of Alaska;

(6) d e b t  f o r  w h i c h  t h e r e  a r e  s i n k i n g  f u n d s  o r  o t h e r  f u n d s  

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

r e f u n d i n g  b o n d s  o r  r e f u n d i n g  n o t e s ;  or

(7) general obligation bonds necessary for the construc­

tion, rehabilitation, or improvement of public schools.

(e) This section applies to home rule and general law municipal­

ities .

* Sec. 6. This Act takes effect immediately in accordance with AS 01.~ 

10.070(c).
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BY THE HOUSE SPECIAL
IH THE HOUSE COMMITTEE ON STATE LOANS

CS FOR HOUSE BILL NO. 521 (Loans)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - SECOND SESSION

A  BILL

For an Act: entitled: "An Act relating to the issuance of municipal general

obligation bonds; and providing for an effective 

date."

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

* Section 1. AS 29.10.200 is amended by adding a new paragraph to read:

(47) AS 29.47.190 - 29.47.195 (notice of and limitation on

debt).

* Sec. 2. AS 29.47.150(b) is amended to read:

(b) Before a general obligation bond issue election, t.he govern­

ing body shall have published a notice of the total existing bond 

indebtedness at least once a week for three consecutive weeks. The 

first notice shall be published at least 20 clays before the date of 

the election. A  notice must [SHALL] include

(1) the current total general obligation bonded indebted­

ness, including authorised but unsold bonds^ of the municipality;

(2) the cost or the debt service on the current indebted­

ness;

(3) the total assessed value of taxable property in the 

municipality^

(4) the full value of taxable property in the municipality 

as determined by the departmen t ; and

(5) for a city in a borou g h , the current total general

o b iigation bonded indobtnecs of the boro u g  inc1uding authorized but

unsold bcpdls.

-1- CSHB 52.1 (Loans)
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Sec. 3. AS 29.47.190 is amended by adding a new subsection to read:

(c) This section applies to home rule and general law municipal­

ities.

Sec. 4. AS 29.47 is amended by adding a new section to read:

Sec. 29.47.195. LIMITATION ON MUNICIPAL DEBT. (a) A  governing 

body may not authorise issuance of general obligation bonds unless

(1) t h e  g e n e r a l  o b l i g a t i o n  b o n d e d  i n d e b t e d n e s s  o f  t h e

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

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

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

d e t e r m i n e d  b y  t h e  d e p a r t m e n t }  a n d

(2) u p o n  i s s u a n c e  o f  t h e  a u t h o r i z e d  b o n d s  t h e  t o t a l  g e n e r a l  

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

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

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

(b) F o r  p u r p o s e s  o f  c a l c u l a t i n g  c u r r e n t  g e n e r a l  o b l i g a t i o n

b o n d e d  i n d e b t e d n e s s  u n d e r  (a) o f  t h i s  s e c t i o n  f o r  a b o r o u g h ,  the

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

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

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

3 h a r e  o f  t h e  b o r o u g h ' s  g e n e r a l  o b l i g a t i o n  b o n d e d  i n d e b t e d n e s s  s h a l l  be 

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

t o  t h e  t o t a l  v a l u e  o f  t a x a b l e  p r o p e r t y  in t h e  b o r o u g h .

(c) The limitation under (a) of thin section does not apply to

(1) g e n e r a l  o b l i g a t i o n  b o n d s  n e c e s s a r y  b e c a u s e  o f  a  n a t u r a l

disaster;

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

p u b l i c  h e a l t h }  .

(3) general obligation bonds for which, without expenditure 

521(Loans) -2-
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of tax. revenue, cash receipts from fees, rents, or other charges 

pledged to pay the debt have been sufficient each fiscal year after 

issuance of the bond3 to meet interest and redemption payments on the 

bonds and costs of operating and maintaining the capital project 

financed with the bonds;

(4) bond anticipation notes;

(5) revenue anticipation notes issued in accordance with 

article IX, sec. 10, Constitution of the State of Alaska; or

(6) debt for which there are sinking funds or other funds 

on hand pledged to the payment of the debt, including the proceeds of 

refunding bonds or refunding notes.

* Sec. 5. This Act takes effect immediately in accordance with AS 01.- 

10.070(c).
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Referred: House Special Committee on /
Introduced: 1/27/86

State Loans, Community & Regional 
Affairs and Finance

BY THE RULES COMMITTEE BY
IK THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL HO. 521 

IU THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - SECOND SESSION

A  B I L xj

For an Act entitled: ”An Act relating to the issuance of municipal general

obligation b o n u s ; and providing for an effective

Qcii.’S .

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

Section ). AS 29.47. 190(b) ia amended to read:

(b) Letorw a general obligation bond issue election, the govern­

ing body stall have published a notice of the total existing bond 

indebtedness at least cnco :: veek for three consecutive weeks. The

first notice mu at [ SHALL 3 be pub) i shed at Least TO da/s before the

date or the election. A notice m u st -SHALL] include

(1) the current cocci general obligation bonded Indebted-

no s o , including authoriced b u t  unsold bonds o f  riie. municipality ;
(2) the cost of the debt eervic« mi the- current indebted-

nes a j

(3) the total assessed value oi tauabie property in the 

munioipali t y ;

(4 ) the full property value, an _ detar&iuttd __bv_ tha Do par t-

mert of Com n nit^^ -and Regional Affairs a r d o r  A3 ]4.J; 7 14*1.

i( bee. 2. AS 29.47 is amended bv adding a new section to read:

Sac. 29.47.195. LIMITATION ON SsUNTCIPAL DEBT. {a) A municipal­

ity may not incur additional general obligation bond debt if current 

bended indebtedness exceeds, or will exceed upon issuance of the debt 

issue, seven percent of the full property value, or determined by the 

Department of Community and Regional Affairs under AS <4,17.140.
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(b) '.-For purposes of the debt 3.imit.ition established in Co) of 

this section, "municipality*1 includes a municipality or a combination 

c£ municipalities that occupy, iu whole or in part, the same geograph­

ic area.

(c) For purposes of the debt limitation established iu (a) of 

this section, "general obligation bond debt” does not include

(1) refunding bondst or

(2) self-supporting debt even though such debt may also be 

general obligation debt of the municipality.

* Sec. 3. This Act takes effect immediately in accordance with AG 01.- 

10.070(c).

j
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BILL SHEFFIELD
GOVERNOR

ft

S t a t e  o f  A l a s k a

O F F I C E  O F T H E  G O V E R N O R

J u n e a u

J a n u a r y  27, 1986

T h e  H o n o r a b l e  B e n  G r u s s e n d o r f  
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  

P.O. B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  G r u s s e n d o r f :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  Ill, sec. 18, o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I a n  t r a n s m i t t i n g  a b i l l  t h a t  w i l l  e s t a b l i s h  a 
r e a s o n a b l e  l i m i t  on t h e  a u t h o r i t y  o f  a m u n i c i p a l i t y  c r  

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

A t  p r e s e n t ,  t h e r e  is n o  l i m i t  as t o  t h e  a m o u n t  o f  g e n e r a l  
o b l i g a t i o n  d e b t  t h a t  m u n i c i p a l i t i e s  m a y  i n c u r .  A n d , - w h i l e  
t a x i n g  l i m i t s  a r e  g e n e r a l l y  p r e s c r i b e d  b y  s t a t u t e ,  c u r r e n t  

l a w  s p e c i f i c a l l y  e x e m p t s  f r o m  t h e  t a x i n g  l i m i t a t i o n  ar.j a s ­
s e s s m e n t s  n e c e s s a r y  t o  s a t i s f y  d e b t  s e r v i c e  o b l i g e  tier.* 
T h e  p o t e n t i a l  f o r  e x c e s s i v e  m u n i c i p a l  de b t  b u r d e n s  —  
b u r d e n  t h a t  b o t h  d i r e c t l y  a n d  i n d i r e c t l y  a f f e c t s  t h e  starr 
a n d  o t h e r  m u n i c i p a l i t i e s  —  is o n e  w h i c h  s i m p l y  m u s t  be 
c o n t r o l l e d .

I b e l i e v e  t h a t  r e a s o n a b l e  g e n e r a l  o b l i g a t i o n  b o n d  d e b t  

l i m i t a t i o n s  a r e  e s s e n t i a l  to p r e s e r v e  t h e  f i n a n c i a l  s t a­
b i l i t y  o f  A l a s k a  m u n i c i p a l i t i e s .  W e  a r e  a l l  a w a r e  t h a t  t h e  
l e v e l  o f  p e r  c a p i t a  m u n i c i p a l  d e b t  i n  A l a s k a . f a r  e x c e e d s  t h e  
n a t i o n a l  a v e r a g e .  T o  b e  sur e ,  t h e  l a c k  o f  b a s i c  p u b l i c  
s e r v i c e s  i n  m a n y  a r e a s  o f  t h e  s t a t e  c o n t r i b u t e s  t o  t h e  c u r­
r e n t  l e v e l  o f  d e b t .  W h i l e  I a m  c e r t a i n l y  s e n s i t i v e  t o  t h e  
e x t r e m e ,  a n d  a t  t i m e s  c o s t l y ,  n e e d s  o f  r u r a l  c o m m u n i t i e s ,  I 
a m  e q u a l l y  c o n c e r n e d  t h a t  e x c e s s i v e  m u n i c i p a l  d e b t  w i l l  o n l y  
u n d e r m i n e  t h e  s u b s t a n t i a l  e c o n o m i c  p r o g r e s s  e n j o y e d  b y  a l l  
A l a s k a  c o m m u n i t i e s  in t h e  l a s t  s e v e r a l  y e a r s .

:

T h e  p r o b l e m s  a s s o c i a t e d  w i t h  e x c e s s i v e  d e b t  r e q u i r e m e n t s  
w i l l  i n c r e a s e  in t h e  f u t u r e .  A s  s t a t e  r e v e n u e s  d e c l i n e ,



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

T h e  b i l l  p r o p o s e s  t h a t  a m u n i c i p a l i t y  m a y  n o t  i n c u r  a d d i­
t i o n a l  g e n e r a l  o b l i g a t i o n  d e b t  if, u p o n  i s s u a n c e ,  t h e  m u ­
n i c i p a l i t y ' s  g e n e r a l  o b l i g a t i o n  d e b t  w o u l d  e x c e e d  s e v e n  
p e r c e n t  o f  t h e  m a r k e t  v a l u e  o f  p r o p e r t y  w h i c h  is t a x a b l e  
u n d e r  s t a t e  law. T h e  D e p a r t m e n t  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  i s  c u r r e n t l y  r e q u i r e d  b y  s t a t u t e  t o  a s c e r t a i n  a n n u­
a l l y  t h e  p r o p e r t y  v a l u e  n e c e s s a r y  f o r  t h i s  l i m i t .  T h a t  o n l y  
t h r e e  c o m m u n i t i e s  —  t h e  N o r t h  S l o p e  B o r o u g h ,  t h e  c i t i e s  o f  
N e n a n a  a n d  W r a n g e l l  —  e x c e e d  t h e  s e v e n  p e r c e n t  s t a n d a r d  is 
i n d i c a t i v e  t h a t  t h e  l i m i t  i s  r e a s o n a b l e ,  a n d  w i l l  n o t  ur- 
f a i r l y  l i m i t  t h e  p r e r o g a t i v e s  o f  l o c a l  g o v e r n m e n t s .

I t  is e q u a l l y  i m p o r t a n t  t o  n o t e  w h a t  t h e  b i l l  d o e s  n o t  cc. 
T h e  b i l l  d o e s  n o t  l i m i t  i n  a n y  m a n n e r  a m u n i c i p a l i t y • r  
a u t h o r i t y  t o  l e v y  t a x e s  i n  o r d e r  t o  s a t i s f y  d e b t  s e r v i c e  
o b l i g a t i o n s .  T h e  b i l l  d o e s  n o t  l i m i t  a  m u n i c i p a l i t y ' s  
a u t h o r i t y  t o  i s s u e  r e v e n u e  o r  r e f u n d i n g  b o n d s .  A n d  f i n a l l y ,  
t h e  b i l l  d o e s  n o t  p e n a l i z e  t h o s e  m u n i c i p a l i t i e s  t h a t  h a v e  
i s s u e d  d e b t  in e x c e s s  o f  t h e  s e v e n  p e r c e n t  s t a n d a r d .

I b e l i e v e  t h a t  the b i l l  p r o v i d e s  a n e e d e d  a s s u r a n c e  t h a t  
m u n i c i p a l i t i e s  w i l l  n o t  i n c u r  a n  u n s u p p o r t a b l e  d e b t  b u r d e n .  
E s t a b l i s h m e n t  o f  a d e b t  c e i l i n g  g r e a t l y  d i m i n i s h e s  t h e  
p r o s p e c t  o f  a m u n i c i p a l  d e f a u l t .  I t  a l s o  p r e v e n t s  a d e c l i n e  
i n  s t a t e  r e v e n u e s  a s  m u n i c i p a l  a s s e s s m e n t s  a r e  i n c r e a s e d  to 
s u p p o r t  a n  e v e r - i n c r e a s i n g  d e b t  b u r d e n .  I u r g e  y o u r  p r o m p t  
p a s s a g e  o f  t h i s  l e g i s l a t i o n .

S i n c e r e l y ,

G o v e r n o r
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The proposed l eg i s lation w o u l d limit the amount of general obligation 

(G.O.) bond debt a m u n ic i p a l i t y  c o u l d  have o u t s t a n di n g  to seven percent 

of the full value of taxab l e  property in that municipality. If a 

m u n i c i p a l i t y ' s  G.O. bond de b t  ex c eeded the limit then t h a t  m u n i c i p a l i ty  

could not issue additional G.O. debt until its o ut s t a n d i n g  G.O. debt was 

below the l imit an d the issuance of the additional G.O. debt would not 

cause it to e x c e e d  the limit. It should be noted that the p ro posed 

limitation a p p li e s  only to G.O. bond debt and would not limit a 

m u n i c i p a l i t y ' s  aut h or i t y  to issue revenue bonds or refunding bonds. A ls o  

the proposal w o u l d  not limit a m u n i c i p a l i t y ' s  authority to levy unlimited 

property taxes in o r d e r  to pay outsta na i n g  debt service obligations.

G o v e r n m e n t  Finance A s s o c i a t e s (GFA), the State's financial advisor, 

pe r formed a re v i e w  of debt limits in other states. In general, most 

municipal d e b t  limits a pp e a r  to be a fixed p e rc e n t a g e  of the value of 

taxable property in the municipality. GFA re commends tha t  A l a s k a' s  debt 

limit be related directly ana simply to a portion of a m u n i c i p a l i t y ' s  

asses s e d  value. In this way, the amount of debt issued by any 

muni c i p a l i t y w o u l d  be directly related to its ability to pay its general 

o b ligation deb t  through its tax base.

Based on data c o m pi l e d  by the Depar t m e n t  of Com m u n i ty  and Regional 

A f f a i rs  in the soon to be released publication Alaska Taxable 1985 only 

three m u n i c i p a l i t i e s  c u r r e n t l y  exceed the proposed seven percent G.O. 

bond debt limitation. These mu n i c i pa l i t i e s  are Nenana, Wrangell and the 

North Slope Borough.

Because the p r o po s e d  legisl a ti o n  would not limit the mun ic i p a l i t y 's  

authority to levy property taxes to satisfy e xi s t i n g  debt service 

obligations, there would be no immediate impact on net revenue accruing 

to the State under AS 43.66.

p;tce 2 _ tl|- ____2



S T A T E  O F  A L A S K A  19 86  L E G I S L A T I V E  S E S S IO N  
F I S C A L  N O T E

REQUEST 
Bill/Resolution N o . :
Title: "An Act relating to issuance of 
general obligation funds..."_________

GovernorSponsor 
Requestor:— Governor
Date of Request: 12 /10 /85

FISCAL DETAIL
Revision D a te :

Agency Affected -Cormujnitv & Regional a f f a i r s  
RRit- .Local Governmen t Assistance

Components: S ta te  A ssessor

EXPENDITURES/REVENUES (Thousands of Dollars)
O P E R A T I N G F Y  86 F Y  87 F Y  88 F Y  89 F Y  90 F Y  91

P E R S O N A L  SERVICES

T R A V E L

C O N T R A C T U A L

SUPPLIES

EQUIPMENT

L A N D  &  S T R U C T U R E S

GRANTS, C L A I M S

MISCELLANEOUS

T O T A L  O P E R A T I N G - 0 - - 0 - - 0 -
. t

CAPITAL j

REVENUE

FUNDING : (Thousands of Dollars)
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  

T O T A L - 0 - - 0 - - 0 -

POSITIONS :
FULL-TIME

PART-TIME

T E M P O R A R Y ,

ANALYSIS : Attach a separate page if necessary
F u l l  Value f ig u re s  and the methodology f o r  t h e i r  d e te rm ina tion  may be cha llenged 
by the th re e  m u n ic ip a lit ie s  p re s e n t ly  o v e r the 7% cap. Th is may c re a te  the need 
f o r  a d d it io n a l t r a v e l f o r  th e  S ta te  A ssessor. However, th is  need i s  sp ecu la tive  
and i s ,  th e re fo re , no t r e f le c te d  in  the f i s c a l  n o te .
Prepared b y : 
D iv ision  :

Approved by Commissioner 
A gen cy : _________ Corrmunit'
Distribution (by Agency preparing fiscal note): 

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)

Phone 
D a te : .

Date:

page, of

465-4750

12-18-85

10,'25.35



STATE OF ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE

REQUEST / 4 S  S'7^0 5
Bin/Resolution No.:
Title: Issuance of Municipal General

Ob1igation Bonds

Revision Date:

FISCAL DETAIL 

Age nc y  Affected:

BRU:

Adwini stration

Sponsor: Governor

Requestor:
C o m p o n e n t s ;

Date of Request:

E X P E N D I T U R E S /R E V E 1UES: (Thousands o f  Dollars)

FY 86 FY 87 FY 88 FY 89 FY 90 F i 91

OPE RA T I N G
personal Services 0 u 0 0 0 --  O'"

TRAVEL (J ' U u ■ 0 0 0 "

CONTRACTUAL 0 u ■ - o 0 0 -■ O''

SUPPLIES U 0 u 0 0 O'

EQUIPMENT O' u 0 ■0 0 0 ■

LAND & STRUCTURES h u 0 0 c o ■

CRANTS, CLAIMS 0 u 0 0 0 o

MISCELLANEOUS 0 u u 0 G 0

TOTAL O P E R A T I N G O' (Jj u 0 0 O'

CAPITAL

REVENUE 0 1 -1 I) T( U — cr----------tr --------o—

FUNDING: (Thousands of Dollars)
cCnERAL FUND "" ■ 
FEDERAL FUNOS 
OTHER 
TOTAL

IT IT"--------- 0“----------ff- ---------- o~ ---------u

■ ' ' TT U 0 0 0 u

U U' 0 0 " 0 0
n 1

0
.. y - ■ u 0 0 o 1

POSITIONS:
FULL-TIME u n U" 0 o 1 ----- 0-----------e— 1

PART-TIME u- u- 0 0 I 0 0 1

TEMPORARY - -in u~ u u I
1 -

0 0

A N A L Y S I S : Attach a separ a t e  page if necessary

This bill has no fiscal impact on the Department of Administration.

Prepared By: Michael
Division; Comissioner's Ut/ice

’JUA.

Approved by Commissioner: rfeanor Andrews

AGency: D epartment of A d m i n i s t r a t io n

D i s t r ibution (by Ag e n c y  pre p a r i n g fiscal note): 

Legisl at i v e  Finance 

Legislative Spon s o r  

Requestor

Office of Ma n a g e m e n t  and Eudget 

... .Impacted A q e n c y H e s )  Page

.Phone: ^ 5 - 220°

Date:

Date: / J  // ; /  q s '

o f Rev. 11/8/85



ALASKA STATE LEGISLATURE

L eg is la tu re  SKCDNw Session

H O USE .................... NO . .52.1

■REQUEST- • OF- -THEB y -RULL-S • I 
G O V E R N O R

f;

In tro du ced  in  the House . . . .  L/ 2.7 . ,  1936 .

HISTORY IN THE HOUSE

Read f ir s t  tim e and re fe rred  
to Com m ittee on

LOANS, C&RA, AND FINANCE

R eported  back  w ith  
recom m endation  th a t

C H I E F  C L E R K  O F  THE H O U S E

M . p a l  b o n d s

3 1 - 0 0 2I nR.iK-1

("An Act relating to the 
suence of municipal general 

obligation bonds; and providing 
for an effective date."

R ead  th ird  tim e and

PASS E ffe c t iv e  D a te
Yeas Yeas
N ays N ays
A bsen t Absent
E xcu sed  E xcu sed

Reconsidera tion
PASS E ffe c t iv e  D a te

Yeas Yeas
N ays Nays
A bsen t Absent
E xcu sed  Excu sed
Reported  co rre c tly  engrossed 
S igned b y  Speaker 
Sent to Senate

R ead  second tim e and

HISTORY IN THE HOUSE

19 Rece ived  from  Senate

Concurred in  Senate am endm ent 
thus adop ting :

V O TE

Fn ile d  to concur in  Senate am end­
ment; a sked  Senate to recede 

V O TE

Senate receded  from  am endm ent 
V O TE

Senate fa ile d  to recede from  
am endm ent 

V O TE

C C  appo in ted b y  House

CC  appo in ted b y  Senate

CC  adop ted b y  House 
V O TE

C C  adop ted b y  Senute 
V O TE

To en ro llin g
R eported co rre c tly  en ro lled  
Sent to Governo r

.......................................... b y  Governor

F i le d  w ith  L t. Governor

Chap ter No....................................

HISTORY IN THE SENATE

19 Read fir s t tim e and re fe rred  
to Com m ittee on

Reported b a ck  w ith  
recom m endation th a t

R ead  second tim e and

Read th ird  tim e and

PASS E ffe c t iv e  D a te  
Yeas Yeas 
N ays N ays 
A bsen t Absent 
E xcu sed  E xcu sed

Reconsidera tion
PASS E ffe c t iv e  D ate 

Yeas Yeas 
N ays N ays 
A bsen t Absent 
E xcu sed  E xcu sed  
Reported co rre c tly  engrossed 
S igned by P res iden t 
R etu rned  to House

•

S E C R E T A R Y  OF THE S E N AT E



lESEs S

Offered: A/14/86
Referred: Finance

O r i g i n a l  sponsor: R u l e s / G o v e r n o r

B Y  THE C O M M U N I T Y  A N D  R E G I O N A L
IN  T HE H O U S E  A F F A I R S  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 521 (C&RA)

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  OF A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A  B I L L

F o r  an Act entitled: "A n  A ct r e l a t i n g  to m u n i c i p a l  debt a n d  the i s s u a n c e

of m u n i c i p a l  g e n e r a l  o b l i g a t i o n  bonds; an d  p r o v i d i n g  

f or an e f f e c t i v e  d a te."

B E  IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF  T HE S T A T E  O F  ALASKA:

* S e c t i o n  1. A S  2 9 . 1 0 . 2 0 0  is a m e n d e d  by  a d d i n g  a n e w  p a r a g r a p h  to read:

(47) AS  2 9 . 4 7 . 1 9 0  - 29 . 4 7 . 1 9 5  (notice of a n d  l i m i t a t i o n  on

d e b t ) .

* Sec. 2. AS 2 9 . 2 0 . 6 4 0 ( a )  is a m e n d e d  to read:

(a) A m u n i c i p a l i t y  shall file w i t h  the d e p a r t m e n t

(1) maps and d e s c r i p t i o n s  of all a n n e x e d  o r  d e t a c h e d  t e r r i­

tory;

(2) a copy of the a n n u a l  audit, or, for a s e c o n d  class

city, an  audit or s t a t e m e n t  of a n nual i n come and e x p e n ditures;

(3) tax a s s e s s m e n t  a n d  tax levy f i g ures as requested;

(4) a copy of the current a n nual b u d g e t  of the m u n i c i p a l­

ity;

(5) a s u m m a r y  of the o p t i o n a l  p r o p e r t y  tax e x e m p t i o n s

a u t h o r i z e d  t o g e t h e r  w i t h  the e s t i m a t e  of the r e v e n u e s  lost to the 

m u n i c i p a l i t y  by o p e r a t i o n  of e a c h  of the e x e m p t i o n s ^

(6) a s u m m a r y  of a m o unts a n d  types of  debts of the m u n i c­

ipal i t y  if r e q u e s t e d  by the d e p a r t m e n t .

* Sec. 3. AS 2 9 . 4 7 . 1 9 0 ( b )  is a m e n d e d  to read:

(b) B e f o r e  a g e n e r a l  o b l i g a t i o n  bon d  issue election, the g o v e r n­

ing body shall have p u b l i s h e d  a n o t i c e  of the total e x i s t i n g  b ond

-1- CSHB 521(C&RA)



1 i n d e b t e d n e s s  at least once a w e e k  f or t h r e e  c o n s e c u t i v e  weeks. The

2 first n o t i c e  s h all be p u b l i s h e d  at least 20 days b e f o r e  the dat e  of

3 the election. A  n o t i c e  m ust [SHALL] i n c l u d e

4 (1) the c u r rent t o tal g e n e r a l  o b l i g a t i o n  b o n d e d  i n d e b t e d -

5 ness, i n c l u d i n g  a u t h o r i z e d  but u n s o l d  b o n d s ^  of the m u n i c i p a l i t y ;

6 (2) the cost of the d ebt s e r v i c e  on  the c u r rent i n d e b t e d -

7 ness;

8 (3) t he t o tal a s s e s s e d  v a l u e  of t a x a b l e  p r o p e r t y  ir. the

9 m u n i c i p a l i t y ^

10 (4) the full v a l u e  of t a x a b l e  p r o p e r t y  in  the m u n i c i p a l i t y

11 as d e t e r m i n e d  by the d e p a r t m e n t ; a n d

12 (5) f o r  a c i t y  in a b o r ough, the current total g e n e r a l

13 o b l i g a t i o n  b o n d e d  i n d e b t n e s s  of t he b o r ough, i n c l u d i n g  a u t h o r i z e d  but

14 u n s o l d  b o n d s .

15 * Sec. 4. A S  2 9 . 4 7 . 1 9 0  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

16 (c) T his s e c t i o n  a p p l i e s  to hom e  rule a n d  g e n e r a l  l aw m u n i c i p a l -

17 ities.

18 *  Sec. 5. AS  29.47 is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

19 Sec. 2 9 . 4 7.195. L I M I T A T I O N  O N  M U N I C I P A L  DEBT. (a) A  g o v e r n i n g

20 bod y  m a y  a u t h o r i z e  i s s u a n c e  of g e n e r a l  o b l i g a t i o n  bonds only

21 (1) f o r  a cit y  o u t s i d e  a borough, if

22 (A) the g e n e r a l  o b l i g a t i o n  b o n d e d  i n d e b t e d n e s s  of the

23 city o u t s t a n d i n g  at the time o f  the a u t h o r i z a t i o n  d o e s  not e x c e e d

24 five p e r c e n t  of the a v e r a g e  full v a l u e  of t a x able p r o p e r t y  in the

25 city f or the last two y e a r s  as d e t e r m i n e d  by the d e p a r t m e n t ;  a nd

26 (B) u p o n  i s s u a n c e  of the a u t h o r i z e d  bonds, the t o tal

27 g e n e r a l  o b l i g a t i o n  b o n d e d  i n d e b t e d n e s s  of t he c i t y  w i l l  not

28 e x c e e d  five p e r c e n t  of the a v e r a g e  full v a l u e  of t a x able p r o p e r t y

29 in the city for the last two y e a r s  as d e t e r m i n e d  by the

CSHB 521(C&RA) -2-



1 d e p a r t m e n t ;

2 (2) f or a b o r o u g h  c o n t a i n i n g  a cit y  and for a city w i t h i n  a

3 borough, if

4 (A) t he c o m b i n e d  g e n e r a l  o b l i g a t i o n  b o n d e d  i n d e b t e d -

5 ness of  the b o r o u g h  a nd of a l l  c i ties i n  it doe s  n o t  e x c e e d  six

6 p e r c e n t  of the a v e rage full v a l u e  of all t a x a b l e  p r o p e r t y  in

7 those m u n i c i p a l i t i e s  f or the last two years as d e t e r m i n e d  by the

8 d e p a r t m e n t ; and

9 (B) u p o n  i s s u a n c e  of the a u t h o r i z e d  bonds, the total

10 g e n e r a l  o b l i g a t i o n  b o n d e d  i n d e b t e d n e s s  of  the b o r o u g h  and of a ll

11 cities in it wil l  not e x c e e d  six p e r c e n t  of the a v e r a g e  full

12 v a l u e  of a ll taxable p r o p e r t y  in t h ose m u n i c i p a l i t i e s  for the

13 last two y e a r s  as d e t e r m i n e d  by  the dep a r t m e n t ;

14 (3) f o r  a b o r o u g h  that does not c o n t a i n  a city, if

15 (A) the total g e n e r a l  o b l i g a t i o n  b o n d e d  i n d e b t e d n e s s

16 of the b o r o u g h  does not e x c e e d  five p e r c e n t  of the a v e r a g e  full

17 v a l u e  of all taxable p r o p e r t y  in the b o r o u g h  f or the last two

18 y e ars as d e t e r m i n e d  by the d e p a r t m e n t ;  and

19 (B) u p o n  i s s u a n c e  of the a u t h o r i z e d  bonds the t o tal

20 g e n e r a l  o b l i g a t i o n  b o n d e d  i n d e b t e d n e s s  of the b o r o u g h  w i l l  not

21 e x c e e d  five p e r c e n t  of the a v e r a g e  full v a l u e  of all t a x able

22 p r o p e r t y  in the b o r o u g h  for the last two years as d e t e r m i n e d  by

23 • the d e p a rtment.

24 (4) f or a u n i f i e d  m u n i c i p a l i t y ,  if

25 (A) the total g e n e r a l  o b l i g a t i o n  b o n d e d  i n d e b t e d n e s s

26 of the u n i f i e d  m u n i c i p a l i t y  d o e s  not e x ceed s i x  p e r c e n t  of the

27 a v e r a g e  full v a l u e  of all t a xable p r o p e r t y  in th e  u n i f i e d  m u n i c -

28 i p a l i t y  for the last two y e ars as d e t e r m i n e d  by  the d e p a r t m e n t ;

29 and
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(B) u p o n  issuance of the a u t h o r i z e d  b o nds the total 

g e n e r a l  o b l i g a t i o n  b o n d e d  i n d e b t e d n e s s  w i l l  not e x c e e d  six 

p e r c e n t  of t he a v e r a g e  full v a l u e  of all t a x a b l e  p r o p e r t y  in the 

u n i f i e d  m u n i c i p a l i t y  for the last two y e a r s  as d e t e r m i n e d  b y  the 

department.

(b) Except as p r o v i d e d  u n d e r  (c) of this section, if g e n e r a l  

o b l i g a t i o n  bonds are a u t h o r i z e d  by a b o r o u g h  c o n t a i n i n g  a city or  by a 

city in  a borough, the level of i n d e b t e d n e s s  shall be  a p p o r t i o n e d  as 

f o l l o w s :

(1) the g e n eral o b l i g a t i o n  b o n d e d  i n d e b t e d n e s s  of the 

b o r o u g h  may not e x ceed one p e rcent of the a v e r a g e  full v a l u e  of t a x­

able p r o p e r t y  in the borough, in c l u d i n g  p r o p e r t y  inside cities and 

o u t s i d e  cities;

(2) the general o b l i g a t i o n  b o n d e d  i n d e b t e d n e s s  of the city 

m a y  not exce e d  five p e r cent of the a v e r a g e  full v a l u e  of t a x a b l e  

p r o p e r t y  in the city.

(c) T he g e n eral o b l i g a t i o n  b o n d e d  i n d e b t e d n e s s  a l l o c a t e d  to 

b o r o u g h s  u n d e r  (b) of this s e c t i o n  m a y  be i n c r e a s e d  if the i n c rease is 

a p p r o v e d  by a r e s o l u t i o n  a d o p t e d  by the a s s e m b l y  and by a r e s o l u t i o n  

a d o p t e d  by the council of e a c h  city in the borough, howeve- . the c o m­

bin e d  g e n e r a l  o b l i g a t i o n  i n d e b t e d n e s s  of all the municipali' ies ma y  

not e x c e e d  the limit u n d e r  (a)(2) of this section.

(d) T he li m i t a t i o n  u n d e r  (a) of  this s e c t i o n  d oes not apply to

(1) general o b l i g a t i o n  b o nds n e c e s s a r y  b e c a u s e  of  a n a t u r a l

disaster;

(2) general o b l i g a t i o n  bonds n e c e s s a r y  to p r o t e c t  the 

p u b l i c  health;

(3) general o b l i g a t i o n  b o n d s  for whic h ,  w i t h o u t  e x p e n d i t u r e  

of tax revenue, cas h  receipts from fees, rents, o r  o t h e r  charges
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p l e d g e d  to p ay th e  debt h a v e  been, in t he case of debt out s t a n d i n g ,  

and w i l l  be, in the c ase of debt to be issued, s u f f i c i e n t  e a c h  fiscal 

y e a r  to m e e t  interest and r e d e m p t i o n  p a y m e n t s  on t he b o n d s  a nd costs 

of o p e r a t i n g  and m a i n t a i n i n g  the c a p i t a l  p r o j e c t  f i n a n c e d  w i t h  the 

b o n d s ;

(4) b o n d  a n t i c i p a t i o n  notes;

(5) r e v e n u e  a n t i c i p a t i o n  n o t e s  i s s u e d  i n  a c c o r d a n c e  w i t h  

art. IX, sec. 10, C o n s t i t u t i o n  of the State of Alaska;

(6) debt f or w h i c h  t h ere are s i n k i n g  funds or o t h e r  funds 

on h a n d  p l e d g e d  to the p a y m e n t  of the debt, i n c l u d i n g  the p r o c e e d s  of 

r e f u n d i n g  bonds or  r e f u n d i n g  notes; or

(7) g e n e r a l  o b l i g a t i o n  b o nds n e c e s s a r y  for t h e  c o n s t r u c­

tion, r e h a b i litation, or i m p r o v e m e n t  of p u b l i c  schools.

(e) This s e c t i o n  applies to home rule an d  general l a w  m u n i c i p a l­

ities .

* Sec. 6. Thi s  A ct takes effect i m m e d i a t e l y  in a c c o r d a n c e  w i t h  A S  01.- 

1 0 . 0 7 0 ( c ) .
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O r i g i n a l  sponsor: R u l e s / g o v e r n o r

B Y  T H E  H O U S E  S P E C I A L
1 I N  T H E  H O U S E  C O M M I T T E E  O N  S T A T E  L O A N S

2 * CS F O R  H O U S E  B I L L  NO. 521 (Loans)

3 I N  THE L E G I S L A T U R E  O F  T H E  S T A T E  OF A L A S K A

4  F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

5 A  B I L L

6 F o r  an A c t  e n t i tled: " A n  Act r e l a t i n g  to t h e  i s s u a n c e  of m u n i c i p a l  g e n e r a l

7 o b l i g a t i o n  bonds; a n d  p r o v i d i n g  f or an e f f e c t i v e

8 d a t e . "

9 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  OF T H E  S T A T E  O F  A L A SKA:

10 * S e c t i o n  1. A S  2 9 . 1 0 . 2 0 0  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to read:

11 (47) AS 2 9 . 4 7 . 1 9 0  - 2 9 . 4 7 . 1 9 5  ( n o tice of a n d  l i m i t a t i o n  on

12 debt).

13 * Sec. 2. AS  2 9 . 4 7 . 1 9 0 ( b )  is a m e n d e d  to read:

14 (b) B e f o r e  a g e n e r a l  o b l i g a t i o n  b o n d  i s sue election, t he govern-

15 ing body s h all hav e  p u b l i s h e d  a n o t i c e  of the total e x i s t i n g  b o n d

16 i n d e b t e d n e s s  at least once a w e e k  for t h ree c o n s e c u t i v e  weeks. The

17 first n o t i c e  shall be  p u b l i s h e d  at l e ast 20 days b e f o r e  the dat e  of

18 the election. A  n o t i c e  m u s t  [SHALL] i n c l u d e

19 (1) the c u r r e n t  total g e n e r a l  o b l i g a t i o n  b o n d e d  in d e b t e d -

20 ness, i n c l u d i n g  a u t h o r i z e d  but u n s o l d  b o n d s ^  of the m u n i c i p a l i t y ;

21 (2) the c ost of the debt s e r v i c e  o n  the current i n d ebted-

22 ness;

23 (3) the t o t a l  a s s e s s e d  v a l u e  of t a x a b l e  p r o p e r t y  in the

24 m u n i c i p a l i t y ^

25 (4) the f ull v a l u e  of t a x a b l e  p r o p e r t y  in th e  m u n i c i p a l i t y

26 as d e t e r m i n e d  by  the d e p a r t m e n t ;  and

27 (5) for a city i n  a b o r o u g h ,  t he current total R e n eral

28 o b l i g a t i o n  b o n d e d  i n d e b t n e s s  of the b o r o u g h .  i n c l u d i n g  a u t h o r i z e d  but

29 u n s o l d  bonds.

Offered: 2/26/86
Referred: Community & Regional
Affairs and Finance
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1 * Sec. 3. AS 2 9 . 4 7 . 1 9 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

2 (c) T h i s  s e c t i o n  a p p l i e s  to h o m e  r u l e  a n d  g e n e r a l  l aw m u n i c i p a l -

3 ities.

4 * Sec. 4. AS  2 9 .47 is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

5 Sec. 2 9 . 4 7 . 1 9 5 .  L I M I T A T I O N  O N  M U N I C I P A L  DEBT. (a) A  g o v e r n i n g

6 b o d y  m a y  not a u t h o r i z e  i s s u a n c e  of  g e n e r a l  o b l i g a t i o n  b o n d s  u n l e s s

7 (1) t he g e n e r a l  o b l i g a t i o n  b o n d e d  i n d e b t e d n e s s  of th e

8 m u n i c i p a l i t y  o u t s t a n d i n g  at t he t i m e  o f  t he a u t h o r i z a t i o n  by  th e

9 g o v e r n i n g  b o d y  d o e s  not e x c e e d  s e v e n  p e r c e n t  of  the a v e r a g e  ful l  v a l u e

10 of t a x a b l e  p r o p e r t y  of the m u n i c i p a l i t y  for t he last two y e a r s  as

11 d e t e r m i n e d  b y  the d e p a r t m e n t ;  and

12 (2) u p o n  i s s u a n c e  of the a u t h o r i z e d  b o nds the t o tal g e n e r a l

13 o b l i g a t i o n  b o n d e d  i n d e b t e d n e s s  of the m u n i c i p a l i t y  w i l l  not e x c e e d

14 s e v e n  p e r c e n t  of the a v e r a g e  full v a l u e  of  t a x a b l e  p r o p e r t y  of the

15 m u n i c i p a l i t y  for the last two y e ars as d e t e r m i n e d  by  the dep a r t m e n t .

16 (b) F o r  p u r p o s e s  of c a l c u l a t i n g  c u r r e n t  g e n e r a l  o b l i g a t i o n

17 b o n d e d  i n d e b t e d n e s s  u n d e r  (a) of this s e c t i o n  for a b o r o u g h ,  the

18 g e n e r a l  o b l i g a t i o n  b o n d e d  i n d e b t e d n e s s  of e a c h  city in the b o r o u g h

19 s h all be  included. F o r  p u r p o s e s  of d e t e r m i n i n g  the c u rrent g e n e r a l

20 o b l i g a t i o n  b o n d e d  i n d e b t n e s s  f or a city in  a b o r o u g h ,  a p r o p o r t i o n a l

21 share of the b o r o u g h ' s  g e n e r a l  o b l i g a t i o n  b o n d e d  i n d e b t e d n e s s  s h all be

22 i n c l u d e d  b a s e d  on the v a l u e  of  t a x a b l e  p r o p e r t y  in the c i t y  c o m p a r e d

23 to the total v a l u e  of t a x a b l e  p r o p e r t y  in  the borough.

24 (c) T h e  l i m i t a t i o n  u n d e r  (a) of this s e c t i o n  doe s  no t  a p p l y  to

25 (1) g e n e r a l  o b l i g a t i o n  b o n d s  n e c e s s a r y  b e c a u s e  of a  n a t u r a l

26 d i s a s t e r ;

27 (2) g e n e r a l  o b l i g a t i o n  b o n d s  n e c e s s a r y  to p r o t e c t  the

28 p u b l i c  health;

29 (3) 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  which, w i t h o u t  e x p e n d i t u r e

CSHB 521(Loans) -2-



1 of tax revenue, c a s h  r e c e i p t s  f r o m  fees, rents, o r  o t h e r  c h a r g e s

2 p l e d g e d  to p a y  the debt h a v e  b e e n  s u f f i c i e n t  e a c h  f i s c a l  y e a r  a f t e r

3 i s s u a n c e  of t he b o nds to m e e t  i n t e r e s t  a n d  r e d e m p t i o n  p a y m e n t s  o n  the

4 b o nds a n d  costs of o p e r a t i n g  a n d  m a i n t a i n i n g  the c a p i t a l  p r o j e c t

5 f i n a n c e d  w i t h  the bonds;

6 (4) b o n d  a n t i c i p a t i o n  notes;

7 (5) r e v e n u e  a n t i c i p a t i o n  n o t e s  i s s u e d  in  a c c o r d a n c e  w i t h

8 a r t i c l e  IX, sec. 10, C o n s t i t u t i o n  of  the S t ate of A l a s k a ;  o r

9 (6) debt for w h i c h  t h e r e  a re s i n k i n g  funds o r  o t h e r  funds

10 on  h a n d  p l e d g e d  to the p a y m e n t  of t he debt, i n c l u d i n g  the p r o c e e d s  of

11 r e f u n d i n g  b o nds or r e f u n d i n g  notes.

12 * Sec. 5. This A ct takes e f fect i m m e d i a t e l y  in a c c o r d a n c e  w i t h  A S  01.-

13 10.070(c).
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Offered: 2/26/86
Referred: Community & Regional
Affairs and Finance

O r i g i n a l  sponsor: R u l e s / g o v e r n o r

B Y  T H E  H O U S E  S P E C I A L
IN  T H E  H O U S E  C O M M I T T E E  O N  S T A T E  L O A N S

CS F O R  H O U S E  B I L L  NO. 5 2 1  (Loans)

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  

F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A  B I L L

F o r  an  A c t  entitled: "An A c t  r e l a t i n g  to t h e  i s s u a n c e  of  m u n i c i p a l  g e n e r a l

o b l i g a t i o n  b o nds; a n d  p r o v i d i n g  f or 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  OF T H E  S T A T E  OF  A L A S K A :

*  S e c t i o n  1. AS  2 9 . 1 0 . 2 0 0  is a m e n d e d  by  a d d i n g  a n e w  p a r a g r a p h  to read:

(47) A S  2 9 . 4 7 . 1 9 0  - 2 9 . 4 7 . 1 9 5  ( n o tice of a n d  l i m i t a t i o n  on

d e b t ).

* Sec. 2. A S  2 9 . 4 7 . 1 9 0 ( b )  is a m e n d e d  to read:

(b) B e f o r e  a g e n e r a l  o b l i g a t i o n  b o n d  i s s u e  el e c t i o n ,  the g o v e r n­

ing b o d y  s h a l l  h a v e  p u b l i s h e d  a n o t i c e  of t he t o t a l  e x i s t i n g  b o n d  

i n d e b t e d n e s s  at least onc e  a w e e k  for t h r e e  c o n s e c u t i v e  week s .  T he 

first n o t i c e  s h a l l  be p u b l i s h e d  at l e ast 20 d a y s  b e f o r e  the d a t e  of 

the e l e c tion. A  n o t i c e  m u s t  [SHALL] i n c l u d e

(1) the c u r r e n t  t o tal g e n e r a l  o b l i g a t i o n  b o n d e d  i n d e b t e d­

ness, i n c l u d i n g  a u t h o r i z e d  bu t  u n s o l d  b o n d s x  of  the m u n i c i p a l i t y ;

(2) the cost of the d e b t  s e r v i c e  o n  the c u r r e n t  i n d e b t e d­

ness  ;

(3) the t o t a l  a s s e s s e d  v a l u e  of t a x a b l e  p r o p e r t y  in the

m u n i c i p a l i t y ^

(4) the full v a l u e  of t a x a b l e  p r o p e r t y  i n  the m u n i c i p a l i t y  

as d e t e r m i n e d  by  the d e p a r t m e n t ;  and

(5) f o r  a c i t y  in a b o r o u g h ,  the c u r r e n t  t o t a l  g e n e r a l  

o b l i g a t i o n  b o n d e d  i n d e b t n e s s  of t he b o r o u g h ,  i n c l u d i n g  a u t h o r i z e d  b ut 

u n s o l d  bonds.
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* Sec. 3. A S  2 9 . 4 7 . 1 9 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(c) T h i s  s e c t i o n  a p p l i e s  to h o m e  r u l e  a n d  g e n e r a l  law m u n i c i p a l­

ities.

* Sec. 4. A S  2 9 . 4 7  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

Sec. 29 . 4 7 . 1 9 5 .  L I M I T A T I O N  O N  M U N I C I P A L  DEBT. (a) A  g o v e r n i n g  

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

(1) the g e n e r a l  o b l i g a t i o n  b o n d e d  i n d e b t e d n e s s  of  t he 

m u n i c i p a l i t y  o u t s t a n d i n g  at t he t i m e  o f  t he a u t h o r i z a t i o n  by the 

g o v e r n i n g  b o d y  does n o t  e x c e e d  s e v e n  p e r c e n t  of t he a v e r a g e  ful l  v a l u e  

of t a x a b l e  p r o p e r t y  of  the m u n i c i p a l i t y  for the last two y e a r s  as 

d e t e r m i n e d  by t he d e p a r t m e n t ;  and

(2) u p o n  i s s u a n c e  of the a u t h o r i z e d  b o n d s  the total g e n e r a l  

o b l i g a t i o n  b o n d e d  i n d e b t e d n e s s  of the m u n i c i p a l i t y  w i l l  not e x c e e d  

s e v e n  p e r c e n t  of  the a v e r a g e  full v a l u e  of  t a x a b l e  p r o p e r t y  of  the 

m u n i c i p a l i t y  f or the last two y e ars as d e t e r m i n e d  b y  the d e p a rtment.

(b) F o r  p u r p o s e s  of c a l c u l a t i n g  c u r rent g e n e r a l  o b l i g a t i o n  

b o n d e d  i n d e b t e d n e s s  u n d e r  (a) of this s e c t i o n  f or a b o r o u g h ,  the 

g e n e r a l  o b l i g a t i o n  b o n d e d  i n d e b t e d n e s s  of  e a c h  city in the b o r o u g h  

s h a l l  be  included. F o r  p u r p o s e s  of d e t e r m i n i n g  t he current g e n e r a l  

o b l i g a t i o n  b o n d e d  i n d e b t n e s s  for a city in a b o r o u g h ,  a p r o p o r t i o n a l  

sh are of the b o r o u g h ' s  g e n e r a l  o b l i g a t i o n  b o n d e d  i n d e b t e d n e s s  s h all be 

i n c l u d e d  b a s e d  on  the v a l u e  of  t a x able p r o p e r t y  in the cit y  c o m p a r e d  

to the total v a l u e  of t a x a b l e  p r o p e r t y  i n  the borough.

(c) T h e  l i m i t a t i o n  u n d e r  (a) of t his s e c t i o n  doe s  not a p p l y  to

(1) g e n e r a l  o b l i g a t i o n  b o n d s  n e c e s s a r y  b e c a u s e  of a n a t u r a l

d i s a s t e r ;

(2) g e n e r a l  o b l i g a t i o n  b o n d s  n e c e s s a r y  to p r o t e c t  the 

p u b l i c  health;

(3) g e n e r a l  o b l i g a t i o n  b o n d s  f or whic h ,  w i t h o u t  e x p e n d i t u r e  

C S H B  5 2 1 ( L o a n s ) -2-



1 of  tax r e v e n u e ,  c a s h  r e c e i p t s  f r o m  fees, rents, o r  o t h e r  c h a rges

2 p l e d g e d  to p a y  the debt h a v e  b e e n  s u f f i c i e n t  e a c h  f i s c a l  y e a r  a f ter

3 i s s u a n c e  of the b o n d s  to mee t  i n t e r e s t  a n d  r e d e m p t i o n  p a y m e n t s  o n  the

4 b o n d s  a n d  c o sts of o p e r a t i n g  a nd m a i n t a i n i n g  the c a p i t a l  p r o j e c t

5 f i n a n c e d  w i t h  the bonds;

6 (4) b o n d  a n t i c i p a t i o n  notes;

7 (5) r e v e n u e  a n t i c i p a t i o n  n o t e s  i s s u e d  in  a c c o r d a n c e  w i t h

8 a r t i c l e  IX, sec. 10, C o n s t i t u t i o n  of the State of A l a s k a ;  or

9 (6) deb t  for w h i c h  t h e r e  a re s i n k i n g  funds or o t h e r  funds

10 o n  h a n d  p l e d g e d  to the p a y m e n t  of t h e  debt, i n c l u d i n g  the p r o c e e d s  of

11 r e f u n d i n g  b o n d s  or  r e f u n d i n g  notes.

12 * Sec. 5. Thi s  Act takes e f fect i m m e d i a t e l y  in a c c o r d a n c e  w i t h  A S  01.-

13 10.070(c).
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$

Int r o d u c e d :  1 / 2 7/86
R eferred: H o u s e  S p e c i a l  C o m m i t t e e  on
S t a t e  Loans, C o m m u n i t y  4 R e g i o n a l  
A f f a i r s  an d  F i n a n c e

$

B Y  T H E  R U L E S  C O M M I T T E E  BY
1 IN T H E  H O U S E  R E Q U E S T  OF  T H E  G O V E R N O R

2 H O U S E  L I L L  NO. 521

3 IN T H E  L E G I S L A T U R E  O F  T HE S T ATE O F  A L A S K A

A F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

5 A  B I L L

6 For an A c t  e n t itled: "An Act r e l a t i n g  to the i s s u a n c e  of m u n i c i p a l  g e n eral

7 o b l i g a t i o n  bonds; a nd p r o v i d i n g  for an  e f f e c t i v e

8 date . "

9 BE  IT  E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF  A L A SKA:

10 *  S e c t i o n  1. AS 2 9 . 4 7 . 1 9 0 ( b )  is a m e n d e d  to read:

11 (b) B e f o r e  a g e neral o b l i g a t i o n  b o n d  i s sue e l e c t i o n ,  the govern-

12 ing b o d y  s h all h a v e  p u b l i s h e d  a n o t i c e  of the t o tal e x i s t i n g  b o n d

13 i n d e b t e d n e s s  at least once a w e e k  for three c o n s e c u t i v e  weeks. The

14 first n o t i c e  m u s t  [SHALL] be p u b l i s h e d  at least 20  d a y s  b e f o r e  the

15 date of the election. A n o t i c e  m u s t~ [SHALL] i n c l u d e

16 (1) the current total g e n e r a l  o b l i g a t i o n  b o n d e d  i n d ebted-

17 ness, i n c l u d i n g  a u t h o r i s e d  but u n s o l d  bonds of the m u n i c i p a l i t y ;

18 (2) the cost of the d e b t  s e r v i c e  on  the c u r rent in d e b t e d -

19 ness;

20 (3) the total a s s e s s e d  v a l u e  of t a x a b l e  p r o p e r t y  in the

21 m u n i c i p a l i t y ^

22 (4) the full p r o p e r t y  value, as d e t e r m i n e d  by the Depart-

23 m ent 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  u n d e r  A S  1 4 .1 7 . 1 4 0 .

24 *  Sec. 2. A S  29.47 is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

25 Sec. 29 . 4 7 . 1 9 5 .  L I M I T A T I O N  O N  M U N I C I P A L  DEBT. (a) A  m u n i c i p a l -

26 ity m a y  n et i n c u r  a d d i t i o n a l  g e n eral o b l i g a t i o n  b o n d  debt if current

27 b o n d e d  i n d e b t e d n e s s  exceeds, or w i l l  e x c e e d  u p o n  i s s u a n c e  of the debt

28 issue, s e v e n  p e r c e n t  of the full p r o p e r t y  v a lue, as d e t e r m i n e d  by the

29 D e p a r t m e n t  of C nmunity and R e g i o n a l  A f f a i r s  u n d e r  AS  14.17.140.
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1 (b) Fo r  p u r p o s e s  of the debt l i m i t a t i o n  e s t a b l i s h e d  i n  (a) of

2 this section, " m u n i c i p a l i t y "  i n c l u d e s  a m u n i c i p a l i t y  or  a c o m b i n a t i o n

3 of m u n i c i p a l i t i e s  t hat occupy, i n  w h o l e  or in part, t h e  same geograph-

4 ic area.

5 (c) F or p u r p o s e s  or the debt l i m i t a t i o n  e s t a b l i s h e d  i n  (a) of

6 this section, " g e n e r a l  o b l i g a t i o n  bon.' d e bt" does not i n c l u d e

7 (1) r e f u n d i n g  bonds; or

8 (2) s e l f - s u p p o r t i n g  debt e v e n  thou g h  s u c h  d e b t  m a y  als o  be

9 g e n eral o b l i g a t i o n  deb t  of the m u n i c i p a l i t y .

10 * Sec. 3. This A c t  takes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS  01. ~

11 10.070(c).

©

©
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Original sponsors: Duncan, M.M.Miller,
Sund, et al. r

IN THE HOUSE

BY THE HOUSE SPECIAL —  
COMMITTEE ON STATE LOANS

CS FOR HOUSE BILL NO. 530 (Loans)

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION

A  BILL . \,v
•• ■ • i-iti-

For an Act entitled: "An Act relating to refinancing loans under the

for an effective date." .

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

* Section 1. AS  18.56.098(a) is amended to read:

(a) The corporation shall establish a special mortgage loan 

purchase program. Under the special mortgage loan purchase program, 

the corporation may purchase refinancing loans or first or second 

mortgage loans, including graduated payment mortgage loans, mad e  for 

the purchase, improvement, or rehabilitation of residences.

* Sec. 2. AS 18.56.093(f) is amended to read: "  .

(f) In this section and in AS 18.56.099,

(1) "graduated payment mortgage loan" means a mortgage loan 

the terms of which provide for monthly principal and interest payments

special mortgage loan purchase program: and providing

which

(A) during the first year of the mortgage loan are^

lower than the monthly principal and interest payments that would 

be required under the terms of a level payment mortgage loan made 

at the same interest rate: and

(B) during subsequent years of the mortgage loan are

graduated to provide for the same return over the term of the 

loan that would have been provided by a level payment mortgage 

loan made at the same interest rate;

(2) "mortgage loan" includes a beneficial interest or

CSHB 530(Loans)



participation in a mortgage loan;

[(3) REPEALED]

(3) "refinancing loan" means a loan refinancing either a 

first or second mortgage loan purchased under (a) of this section or a 

loan for which the interest rate is established under AS 44.47.410(a) 

through another mortgage loan the amount of which may not exceed the 

unpaid balance of the loan being refinanced plus closing costs; 1 . ;

(4) "residence" means an owner-occupied, single-family 

residence, including a mobile home, or an owner-occupied duplex, 

triplex or fourplex.

* Sec. 3. This Act takes effect immediately in accordance with AS 01.- 

10.070(c).

CSHB 530(Loans) -2-





L O W  DATE

10/20/62 - 2/83

Principal & Interest 

Reserves

12 3/4% on First 590,000 

16.59% on balance

Today's Rates

Principal ft Interest 
Reserves

10% on First 590,000 
11.2% on balance

SAVINGS

ALASKA HOUSING FINANCE CORPORATION

SAVINGS REALIZED FROM PROPOSED REFINANCE BILL
(HB 530)

MONTHLY PAYMENT SCHEDULE 
ON

LOAN AMOUNTS 
$110,000 - $130,000 •

$ 1 1 0 , 0 0 0

$ 1,227.60 

150.00

1,377.60

$ 965.82

150.00

1,135.82

$ 241.78

■SB

5 1 2 0 , 0 0 0

$ 1,362.72 

150.00

1,512.72

$ 1,075.44 

150.00

1,225.44

$ 287.28

v-V >  Exhibit B

$ 130,000

$ 1,501,89 

150.00

1,651.69

$ 1,177.15 

150.00

1,327.15

$  3 2 4 . 7 4



SAVINGS REALIZED FROM PROPOSED REFINANCE BILL
(HB 530)

MONTHLY PAYMENT SCHEDULE 
O N

LOAN AMOUNTS 
J110,000 - *130,000

ALASKA HOUSING FINANCE CORPORATION

LOAN DATE * 110,000

12/82 - 2/83
$

Principal &  Interest * 1,016.51

Reserves 150.00

10.125% on First *90,000
13.8% on balance 1,166.51

Today's Rates

Principal St Interest * 985.82

Reserves , 150.00

10% on First 590,000

11.2% on balance 1,135.82

SAVINGS • 30.69

$ 120,000 * 130.000

* 1,131.48

— f — -

* 1,250,34

150.00 150.00

1,281.48 1,400.34

* 1,075.44 * 1,177.15

150.00 150.00

1,225.44 1,327.15

56.04 ) - 7 ? y i q _
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A L A S K A  M U T U A L  B A N K

February 12, 1986

Honorable A1 Adams, Chairman 
House Finance Committee 

P.O. Box V
Juneau, Alaska 99811 

Dear Representative Adams:

Alaska Mutual Bank strongly supports House Bill 530 giving Alaska Housing 
Finance Corporation (AHFC) the ability to refinance existing AHFC loans. 
We currently service 1358 loans totaling $149,200,000 that have interest 
rates of 11?i or higher. We service 3606 AHFC loans totaling
$371,891,000 which are ABE structured mortgages requiring payment 
increases that have either already gone into effect or will do so in the 

very near future.

This refinance program will enable homeowners to reduce their monthly 
housing expense and delay, for a period of time, the increases required 

under an ABE structured loan. A reduction in interest rate for the 
borrower will mean a reduction in subsidy dollars paid by the State.

We urge you to enact legislation authorizing AHFC to purchase refinance 
mortgages. A loan program designed to reduce the consumer's housing 
expense and, at the same time, reduce state expenditures can only serve to 

benefit all citizens of the State.

Thank you for your attention to this matter.

Vice President

KM:rm

Telephone (907) 338-7890 -1300 If.' Urnion llh d. - I! O. Hox 1-9003 - Anchorogo.Alasha 99309-9003
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B a n k ^ M a s k a
Mongtge lMft CtpMmenl. PO. Bom 7-09S • Anc*onge. Alis*i 99}IO-70!5 • 1907) iti-lBSt

February 11, 1986

Honorable A1 Adams, Chairman 
House Finance Committee 
Alaska House of Representatives 
Pouch V
Juneau, Alaska 99811 

RE: House Bill 530 amending AS 18.56.098

Dear Representative Adams:

It is not often we have an opportunity to do something which 
all Alaskans. House Bill 530 gives us this opportunity. By 
refinancing of existirg AHFC loans and allowing inclusion of 
in the new loan, we feel this bill would provide m^ny benefits.

First, to the homeowners. Many homeowners obtained AHFC loans during times 
of high interest rates. Concurrent with those high rates, the ABE structure 
was created, as a way to keep the rates as low as possible. Therefore, there
are many homeowners who not only have a loan with an interest rate higher
than is available today, but in addition, a loan on which the 57. annual 
increase under the ABE structure either has or will soon take effect, -further 
increasing monthly payments on their homes. House Bill 530, if enacted 
quickly while rates are down, would allow these homeowners to reduce monthly 
payments immediately because of reduce' interest rates. By writing a new 
loan on a 30-year amortization, the homeowners would also benefit by 
lengthening the term of the loan and by deferring the 570 increase under the
ABE structure until the 4th year of the new loan. The net result and
immediate benefit to homeowners is to increase their spendable income. An . 
additional and important benefit is that by. reducing mortgage payments, 
homeowners will encounter less difficulty in meeting their mortgage payments, 
which should result in lowering the number of delinquencies and homes lost 
due to foreclosure. Finally, the homeowner would, in most instances, exchange 
a non-assumable loan for one which is assumable. The State of Alaska would 
also benefit by reduction of subsidy costs.

Another benefit would be infusion of these "saved" dollars into the Alaska 
economy, dollars which currently go to Investors outside the State. Passage 
of the bill would also result in increased activity in mortgage- 
related fields, which could increase employment in those fields.

is good for 
allowing 
closing costs

QEE.CES S ’iTEWiDE



Honorable A1 Adams, Chairman 

February 11, 1986 

Page 2

W e  applaud the efforts of the members of the Alaska Legislature in considering 

this bill and urge rapid action in order to provide refinancing while AHFC 

is able to obtain funds at low interest rates.

S  -

L
Vice President



Alaska Pacific Mortgage
A KeyCorp Affiliate

Post Office Box 100420 
Anchorage. Alaska 99510-0420 
(907) 562-6100

February 11, 1986

Honorable A1 Adams, Chairman 

House Finance Committee 
Alaska State Legislature 
P.O. Box V
Juneau, Alaska 99511 

Re: HB 530

Dear Representative Adams:

Alaska Pacific Mortgage wishes to express support for HB 530. We 
feel that the immediate passage of this bill will allow the consu­
mers to take advantage of the currant market low interest rates.

In addition the consumer will benefit by lower payments, assumable loans 
and putting off for another three years the ABE (Alaska Building Equity) 
5% increase that occurs in years four through nine.

Also this refinance could lower the cost of Alaska Housing Finance 
Corporation by paying off older and higher cost bond issues more 

quickly.

Lastly, this refinance program could help stimulate the Alaska real 
estate industry. The ripple effect throughout our economy would 
be very beneficial and could potentially impact other sectors. We 
wish to again stress the importance of a timely enactment of this 
bill to allow benefits from the current low interest rates.

Thank you for this opportunity.

Sincerely,

Jon R. Boyd 
President

J R B / m c

j O - r r5CORP

Involved. Innovative. Professional.



A L A S K A  M O R T G A G E  B A N K E R S  A S S O C IA T IO N
P.O. BOX 4-2691 /ANCHORAGE, ALASKA 99509

February 12, 1986

Honorable A1 Adams, Chairman 

House Finance Committee 

P.O. Box V
Juneau, Alaska 99811 

Dear Representative Adams:

The Alaska Mortgage Eankers Association (AMBA) supports the enactment of 
House Bill 530 enabling Alaska Housing Finance Corporation (AHFC) to 

purchase refinances of AHFC mortgages.

The benefit of an AHFC refinance program are clear and far-reaching. A 
homeowner could reduce their monthly housing expense substantially under 
the new program in light of interest rate reductions over the past few 
years. The State of Alaska could greatly reduce the amount of subsidy 
dollars paid on existing AHFC loans. The general economy •/ill be 
strengthened because consumers will be able to apply less of their income 
to housing expense and, therefore, put their money to work in other 
segments of the Alaskan economy. Consumers who are now experiencing 
difficulty making their payments because of increased house payments under 
an ABE structured mortgage or increases in other living expenses will now 
be able to better afford their home and keep their mortgages current. A 
reduced inventory of Real Estate Owned (REO) by institutional investors 
will assist in the recovery of the housing market, in general.

We strongly urge your passage of this bill as it truly represents a 
benefit tc. all citizens of the State of Alaska.

Thank you for your time.

Sincerely,

PMC:rm



AL A S K A  H O U S I N G  FINANCE C O R P O R A T I O N  

R E F I N A N C I N G  PROPOSAL 

A N A L YS I S  OF POT E N T I A L  INTEREST R ATE S A V I N G S

Es t i m a t e d  a v e r a g e  level of 

subs i d y  prior to r e f i n a n c i n g 4.50%

E s t i m a t e d  avera g e  level of 

subs i d y  subseq u e n t  to r e f i nancing 1.25%

E s t i m a t e d  d e cr e a s e  1n level of subsidy 3.25%

Based upon the above, for each $100 m i l l i o n  of r e f i n a n c i n g  activity, the 

re duction 1n the level of s u b s i d y will result 1n an annual savings of 

$3,250,000.

The savings to th e  Corporation, w h i l e  a c c r u i n g  f r o m  t h e  d at e  of the 

refinance, beco m e s  a v a i l a b l e  to AHFC only upo n c o m p l e t e  r e ti r e m e n t  of a 

p a r t i c u l a r  Issue of bonds. This 1s the case s i n c e  the m o rtgages, and the 

funds related to their earnings and pre p a y m en t s ,  r e m a i n  pledged to the 

bond Issue until the last b o n d h o l d e r  has been paid off.

W h i l e  the re f i n a n ci n g  a c tivity wil l  a c c e l e r a t e  th e  d a t e  w h e n  the c o m p l e t e  

r etirement of a parti cu l a r  high rate bond Issue 1s a c c o m p l i s h e d ,  the 

financial b e n e f i t  of the r e f i n a n ci n g  1s "tied up" until then. Prior to 

the c o m p l e t e  r e t i r e m e n t of the Issue, what e s s e n t i a l l y  1s o c c u r r i n g  1s a 

r e i n v e s t m e n t  of the m o r t g a g e  loan principal p r e p a y m e n t s  received p u r s u an t  

to the r e f i n a n c i n g  at the rate of Interest being paid on the bonds.

For most  of t h e s e  bond Issues, th e  final r e t i r e m e n t  d a t e  will be moved 

forward f r o m  1990 or 1991 to 1988 or 1989. At t h a t  time, t h e  C o r p o r a t i o n 

will have paid off the bonds and the b al a n c e  of t h e  loans p l e d g e d  to the 

Issue will be released from t heir pl ed g e  to the b o n d h o l d e r s  and a v a i l a b l e  

to the C o r p o r a t i o n  for c o n t i n u a t i o n  of the S p e c i a l M o r t g a g e  Loan P u r chase 

Program.

It 1s Imp o r t a n t  to n ote that w h i l e  this e f f e c t i v e l y  r e p r e s e n t s  a return 

of the original u p - front subs i d y related to the pool of loans pledged to 

that p a r t i c u l a r  bond Issue, 1t 1s g oing to be re c e i v e d  1n t h e . f o r m  of 

m o r t g a g e  loans as opposed to c a s h  or liquid I n v e s t m e n t s .  T h e  C o rp o r a t i o n  

w o u l d  e x p e c t  to use these m o r t g a g e  loans to f a c i l i t a t e  the fi n an c i n g  of 

fu t ur e  loan prod u c ti o n  1n m u c h  the same m a n n e r  as they w e r e  o r iginally 

Utilized.
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L O A N  A M O U N T

1 1% 202 1 3 , 4 7 6 , 1 0 0 . 0 0
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1 3 % 3 3 9 3 , 8 5 0 . 0 0

1 4 % 2 2 6 5 , 0 5 0 . 0 0

1 5 %

-

2 3 4 6 , 2 5 0 . 0 0
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1 4 % 2 2 6 5 , 0 5 0 . 0 0

15 % 2 3 4 6 , 2 5 0 . 0 0
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ORIGIN..., 
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3 8 5 , 3 0 9 . 8 2

2 6 2 , 5 0 8 . 3 2

3 4 3 , 3 9 5 . 1 4

2 1 , 2 5 5 , 1 7 5 . 3 0
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3 8 5 , 3 0 9 . 8 2

2 6 2 , 5 0 8 . 3 2

3 4 3 , 3 9 5 . 1 4
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mortgage loans has dropped s u b s ta n t ia l ly . Since May 17 , 1985, the in te re s t
. •" ' •• • **■

ra te  on the subsid ized  p o rtio n  o f  mortgage loans purchased by the Corporation  
has been “10%, the lowest ra te  perm itted by S ta tu te  un less  the cost o f funds i s  
below 10%. When AHFC f i r s t  accessed the taxab le  bond market in 1981 to  
continue to  p rov ide financing  fo r  the loan  program in i t ia t e d  by the L eg is­
la tu re  in  the p rev iou s y e a r , i t  did so at a t o t a l cost o f  17.05% . Subsequent 
bond s a le s  re su lte d  in  cos ts  a t ra te s  as high as 19.4% . During th is  period  o f  
e sc a la t in g  in te re s t  ra te s , the in te re s t  ra te  on the subsid ized  p o rtion  o f  a 
mortgage loan  ro se  to  12.375% with blended ra te s  on lo an s in excess o f  $90 ,000
reaching as high as 15-1/2% . The le v e l o f  subsidy (d i f fe re n c e  between the
C o rp o ra tio n 's  c o s t o f  funds and the subsid ized  r a t e )  p rovided by AHFC during 
th is  period  exceeded 7%.

The la s t  taxab le  bond issue so ld  by the C orpora tion  re su lted  in a t o t a l 
cost o f  11.23% and a re s u lta n t le v e l o f  subsidy o f  1 .23% . This s ig n i f ic a n t  
reduction in  in te re s t  ra te s  has been a boon to the S ta te  and AHFC in  that the 
cost to operate the lo an  program is  g re a t ly  reduced. However, fo r  those 

r  in d iv id u a ls  who purchased th e ir  homes during the pe riod  o f  high in te re s t 
ra te s , the re does not c u r re n t ly  e x is t  a way fo r  them to  d ir e c t ly  b en e fit  from 
th is  r a l l y  sh o rt o f s e l l in g  th e ir  cu rren t home and purchasing another home = 

with financ ing  provided by AHFC. This un fo rtuna te  s itu a t io n  re s u lt s  from the 
C o rp o ra tion 's  la c k  o f  s ta tu to ry  a u th o rity  to purchase mortgage loans the 
purpose o f  which was to  re fin ance an e x is t in g  lo a n .

Alaska Hous i ng  Finance Corporation's (the "Corporation") cost of funding



The Corporation is seeking statutory authority to purchase loans made to

refinance existing higher rate debt. Implementation of such a program would

obviously benefit a significant number of homeowners through a reduction in 

» * 
monthly mortgage payments and would additionally provide a number of economic

benefits to AHFC and the State. As of January 1756, AHFC held 9,167 loans

aggregating almost $1 billion with an interest rave1 o f  11.25% or greater. The

lower interest rates combined with other borrower benefits listed below will

result in a substantial portion of these borrowers rafjinancjng their loans if

such a program were to be made available through

Benefit to the Borrower

- The average borrower under a refinance qtogram should achieve a 

savings in their monthly payments of «£DrcKirc>ate?!y $150 to $175 per 

month.

- The majority of the loans expected ifo be r.«f:!.'disced under the program 

would be of a type requiring increases in the payments beginning in 

the fourth year. While these increases will be applied to the 

principal balance of the loan, the>, will result in the borrowers 

having less funds available to meet ol;hi£ living expenses. The new 

loan provided the borrowers would also have the increasing payment 

structure; however, an additional 3 years "grace" period would be 

provided.



- Loans purchased by AHFC subsequent to August 1985 can be assumed.

Virtually all of the loans likely to be refinanced are subject to a

"due on sale" clause requiring the loan to be paid off if title is 
%

transferred. In addition to achieving a lower interest rate and 

reduced monthly payments, the borrowers would be "exchanging" a 

non-assumable loan for one permitting qualified assumptions.

Benefit to AHFC

- The mortgage loans owned by the Corporation with high interest rates 

were financed by AHFC bonds with even higher costs. The prepayment 

amounts can be used directly to retire the high cost bonds. These 

bonds are generally not able to be paid off with other than principal 

repayments on the loans pledged as collateral. The net result is the 

retirement of a loan subsidized at a minimum level of 3% and more 

likely 5% to 7% and substituting it with a loan with a subsidy level 

of 1.24%.

- A decrease in the interest rate and corresponding reduction in monthly 

payments will decrease the likelihood of borrower default. A borrower 

struggling with payments based upon a 13% loan will be more able, and 

psychologically more inclined, to keep their loan current.

-  3 -



- Assuming approximately one-half of those borrowers with an interest 

rate in excess of 11-1/4% refinance with an average savings in monthly 

payments of $175, an extra $10,500,000 each year will be available for 

injection directly into the Alaskan economy. Since this is cash in 

residents',pockets which would have otherwise been passed through to 

Wall Street investors, it will impact virtually all sectors of the 

economy at a time when it is needed most.

Program Criteria

- Refinancing would be restricted to existing AHFC loans.

- The new loan amount would be limited to the principal outstanding on 

the existing loan plus costs associated with the refinancing.

- Maximum loan-to-property value ratios applicable to the refinance 

loans will be as follows:

• TOPES OF MORTGAGE INSURANCE 

Conventional 90%

FHA 95% to 97%

VA 100%

- A complete loan package w ‘,11 be required in connection with obtaining 

a new loan. A new property appraisal will be necessary and the 

borrower's credit worthiness and ability to meet financial obligations 

will need to be documented.

Benefit to the State



Presently the Alaska Housing Finance Corporation does not have a program that 
allows current AHFC borrowers the option of refinancing their existing home 
loans. This is an undesirable situation because interest rates have dropped 
substantially lately, and if refinancing of AHFC loans were permitted, both 
borrowers and AHFC could achieve considerable savings. For instance:

« Currently, AHFC has nearly 10,000 loans totaling over $1 billion 
at an interest rate of 11-1/8% and above.

• In the current market, interest rates to borrowers under AHFC's 
taxable program would range from 10% to about 10-5/8%, depending 
upon the size of the loan.

• Although it will vary depending upon a borrower's current interest 
rate, we estimate that the average current borrower with a mortgage 
interest rate of 11-1/8% and above should save about $200 a month 

in interest if they were able to refinance under AHFC's current 
loan programs.

■ All new AHFC loans are assumable, so in most cases a borrower would 

be refinancing from a non-assumable loan to an assumable loan.

• The majority of the loans expected to be refinanced under the
program would be of a type requiring increases in the payments 
beginning in the fourth year. While these increases will be 
applied to the principal balance of the loan, they will result in 
the borrowers having less funds available to meet other living 
expenses. The new loan provided the borrowers would also have the 
increasing payment structure; however, an additional 3 years 
"grace" period would be provided.

• AHFC also benefits .in two significant ways. First, since its

current cost of capital is lower than before, less subsidy is
needed per loan. Second, a decrease in a borrower's monthly 
payment will make it easier for a borrower to pay and, hence, 
decrease the likelihood of borrower default.

• Finally, the entire Alaskan economy should benefit, since the 
reduced monthly payment vould result in the borrowers having more 

money available to save or spend for other purposes.



Aladm H O U S I N C F I N A N C E  C O R P O R A T I O N

February 6, 1986

The Honorable Jim Duncan 
Alaska House of Representatives 
P.O. Box V 
Juneau, AK 99811

Dear Representative Duncan:

You requested an explanation of what effect the ability to refinance the 

Corporation’s existing loans will have on AHFC. I am unable to give a very 
precise estimate, since I don't know how many AHFC borrowers will choose to 
refinance.

According to various lenders, it will cost about 3% to refinance. Current 

interest rates for non-veterans will range between 10% and 10-5/8%, depending 
upon the size of the loan (9% for the first $90,000 for a qualified veteran). 
AHFC currently has approximately 10,000 loans totaling about $1 billion in 
principal balance at an inteLest rate of 11-1/8% and above, with about half of 
these loans at 12% and above. Based upon this, it seems safe to assume that 
at a minimum, a few thousand loans totaling a few hundred million will choose 

to refinance. On balance, it also seems safe to assume that the average 
borrower who decides to refinance will save $200 a month or more in mortgage 
payments.

Savings will, of course, also accrue to AHFC. The refinancing of an existing 
high rate mortgage loan will enable the Corporation to retire outstanding high 
rate bonds. The bond agreements generally allow early retirement of the bonds 
only from prepayments of the loans purchased with their original proceeds.
The example below demonstrates the savings to the Corporation in what is 
expected to be a typical refinance:

Existing
Bond
Issue

New
Bond
Issue

Total cost of funds 
Mortgage rate ($125,000 loan)*

Subsidy Level

19.153
14.250

4.903%

11.125
10.375

Savings to AHFC 4.153 (V/t?

* Based upon a subsidized rate applicable to the first $90,000 of the 
loan at 12.375% for the existing loan and 10% for the new loan.

Telephone (907) 276-5599
235 East 8th Avenue 

Third Floor
P.O. Box 101020 

Anchorage, Alaska 99510



The Honorable Jim Duncan 

February 6, 1986 

Page 2

The above example demonstrates that for the remaining term of the loan, the 
Corporation will be reducing the difference between the coat of its borrowing 
and the rate the mortgage is paying by 4.153%. This represents an annual 
savings to the Corporation as a result of the refinancing in excess of $5,000. 
At the same time, the borrower has reduced their interest rate from 14.25% to 
10.375%, representing an annual interest savings of over $4,500,

The benefit of converting from high rate debt to current rates is being split 
between the borrower and AHFC. In the example above, the total savings is 
8.028% (existing bond cast of 19.153% less estimated current cost of 11.125%). 
This savings is split as follows:

The savings to the Corporation, while accruing from the date of the refinance, 
becomes available to AHFC only upon complete retirement of a particular issue 

of bonds. This is the case since the mortgages, and the funds related to 
their earnings and prepayments, remain pledged to the bond issue until the 
last bondholder has been paid off.

While the refinancing activity will accelerate the date when the complete 

retirement of a particular high rate bond issue is accomplished, the financial 
benefit of the refinancing is "tied up" until then. Prior to the complete 

retirement of the issue, what essentially is occurring is a reinvestment of 
the mortgage loan principal prepayments received pursuant to the refinancing 
at the rate of interest being paid on the bonds. Since these bonds have a 
yield to the investor as high as 18,375%, this reinvestment process has 
significant economic benefit to the Corporation.

For most of these bond issues, the final retirement date will be moved forward 
from 1990 or 1991 to 1988 or 1989. At that time, the Corporation will have 
paid off the bonds and the balance of the loans pledged to the issue will be 
released from their pledge to the bondholders and available to the Corporation 
for continuation of the Special Mortgage Loan Purchase Program.

It is important to note that while this effectively represents a return of the 
original up-front subsidy related to the pool of loans pledged to that 
particular bond issue, it is going to be received in the form of mortgage 
loans as opposed to cash or liquid investments. The Corporation would expect 

to use these mortgage loans to facilitate the financing of future loan 
production in much the same manner as they were originally utilized.

Reduced AHFC subsidy
Reduced mortgage rate to borrower

Total interest savings 8.028%



The Honorable Jim Duncan 
February 6, 1986 
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I once again want to advise you of our strong support for your bill, H8530. 
In a time of some rather downbeat economic news, it's heartening to have 
legislation that will save Alaska's money, boost the economy, and save the 
State money all at the same time!

Please let me know if I can provide any additional information.

Sincerely,

Dr. Ronald D. Lehr 

Executive Director

RDL:lmg



EXCERPTS REGARDING INTEREST RATE PRO)ECTICNS

Economic Resear ch ,  January 1986 f rom Goldman Sachs.

’Wi th advance r e f und ing a c t i v i t y  cr imped by p o t e n t i a l  tax reform,  wi th  
l ong r a t es  and the y i e l d  curve a l r eady  d i s c oun t i ng  lower i n f l a t i o n  and
s h o r t - t e rm  r a t e s  than now e x i s t ,  wi th  n e g l i g i b l e  de a l e r  sho r t  p o s i t i o n s ,
wi t h  a d i scoun t  r a t e  cut u n l i k e l y  soon,  w i t h  economic a c t i v i t y  p i ck ing  up 
s l ow l y  but s u r e l y ,  and w i t h  implementat ion o f  Grarrm-Rudnan and subs tan­
t i a l l y  lower o i l  p r i c e s  a pp a r en t l y  taken f o r  granted,  t he re  is l i t t l e  o r  no 
room in c u r r e n t  y i e l d s  t o  wi t hs t and c o n t r a r y  deve l opments .  Because such 
comfor t  s h a t t e r i n g  events  seem u n l i k e l y  in the next month or two, bond 
y i e l d s  may f a l l  and the y i e l d  curve f l a t t e n  modes t l y  f u r t h e r ,  wi th  a
H i f f i c u l t - t o - t i m e  r e v e r s a l  now a more r e a l i s t i c  p r o s p e c t .  S h o r t - t e rm  
( 90 -day  d e a l e r - p l a c e d  commercial  paper ,  now 7 . 60%)  and l ong - t e rm ( 2 0 -  to
3 0 - yea r  m a t u r i t y  T r easu ry  i s sues ,  new around 9 . 40%)  i n t e r e s t  r a t es  seem 
l i k e l y  to  r i s e  7 5 - 1 0 0  bas i s  po in t s  above c u r r e n t  l e v e l s  t h i s  y ea r ,  wi th  
i nc r eas i ng  r i s k  that  t h i s  occurs  sooner  r a t he r  than l a t e r . ’

P r ospects  f o r  F i n a nc i a l  Markets in 1986 f r om Salomon B r o th e r s  Inc

’ As the U . S .  economy ga the r s  s t r eng th  dur i ng the s p r i ng  o f  next yea r ,  
however,  the d e c l i n e  in U . S .  i n t e r e s t  r a t es  w i l l  come to a h a l t .  This 
s l i d e  in r a t e s ,  which began in May 1984,  has occu r r ed  in the contex t  of  
s l ow U .S .  economic growth -  2 . 4% at  an annual  r a t e  s i nce  the second qua r t e r  
o f  1984 - and mode ra t i ng  i n f l a t i o n .  The Fed wi I  I con t i nue to suppl y r e s e r ­
ves l i b e r a i l y  t o  the banking system, such that  emerging upward p r e s su r e  on
i n t e r e s t  r a t e s  w i l l  be modes t . However , the p r e s su r e  w i l l  become more p r o ­
nounced in the second h a l f  o f  1986 ,  when U . S .  economic growth is expected
to average about 4% at an annual  r a t e ,  and as the market s  a n t i c i p a t e
seve r a l  a dd i t i o n a l  deve lopments :  ' . . .

’ Under these c i r cumstances ,  l ong - te rm bond y i e l d s  a re  l i k e l y  to c l imb 
by 75 - 125  bas i s  po in t s  f r om t h e i r  lows reached e a r l y  in the y ea r .  Even 
though the Fede ra l  Reserve w i l l  e v e n t u a l l y  respond to these developments ,  
i t  wi I I be f o l l ow i n g  market  f o r c e s ,  r a t he r  than l eading*


