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reserve fund,

te) An appropriation from the budget reserve fund may be made
upon affirmative vote of two-thirds of the membership of each house of
the legislature to meet a disaster emergency declared by the governor
as prescribed by law. An appropriation from the budget reserve fund
to the principal of the permanent fund may be made at any time.

SECTION 32. REPEAL. Sections 29 - 31 of Article XV are repealed
July 1, 1996.

Sec. 2. The amendment proposed by this resolution shall be placed

before the voters of the state at the next general election in conformity

with

tion

art. XI1l, sec. 1, Constitution of the State of Alaska, and the elec—

laws of the state.



Senate.Judiciary Committee

February 13, 1990

MEMORANDUM
TO: Senate Finance Comr*ittee Members
FROM: Senator Jan

SUBJECT: Amendments to CS/SSSJR 5 (f:v\)

At the committee's work session on expenditure limit legislation, two
issues were discussed on which | want to report: fisheries tax
enhancement receipts and lease-purchase obligation payments. The
issue raised was if these two items were included or excluded under
the expenditure limit.

FISHERIES ENHANCEMENT TAX

According to Legal Services, the salmon enhancement tax, projected
to generate $7,551,500 in FY 91, would be included under the limit
as currently drafted. An amendment (attached) to the proposed
committee substitute would be necessary to exclude this tax from the
limit. Memos from Legal Services addressing this issue are also
attached.

LEASE PURCHASE DEBT

According to the Department of Revenue, bond rating entities
consider lease obligations, such as that for the Seward prison and
Palmer courthouse, to be debt obligations of the state. As the
expenditure limit is currently drafted, a lease purchase financing
obligation would be included under the limit. If the committee
desires to exclude this obligation from the limit, an amendment doing
so is attached. | have also attached other background information on
the issue.

Post Office Box V ¢ Juneau, Alaska 99811



AMENDMENT

OFFERED IN THE SENATE

TO: CSSSSJR 5 ()

Page 2, line 2, after "fund,":

Insert ™"appropriations of revenue

approved by a vote of the taxpayers,"”

derived

Cook
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BY SEN. FAIKS

from a tax that has been

2/8/90
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AMENDMMENT

OFFERED IN THE SENATE

TO: CSSSSJR 5( )

Page 2, after line 6:

Insert "appropriations to pay obligations

ZIDoprtp
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8F/ o rloj

BY SEN. FAIKS

State or a public

authority or corporation of the State under lease-purchase agreements,”

2/8/90
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[EGIATIVE AFFAIRS ACENCY

February 8, 1990

SUBJECT: Salmon Enhancement Tax - application of
appropriation limit (CSSSSJR 5( ))

TO: Senator Jan Faiks

FROM: Tamara Brandt Cook/D"
Director "yr

Division of Legal Services

You have asked how the appropriation limit in draft CSSSSJR
5( ) would apply to salmon enhancement taxes collected under
AS 43.76.010 - 43.76.030. In my opinion these taxes would
be included within general funds and appropriations of these
tax revenues would apply toward that limit. AS 43.76.025(c)
makes it clear that the taxes are state revenues 1in the
general funds, subject to appropriation.

(c) The salmon enhancement tax collected under AS 43.-
76.010 - 43.76.030 shall be deposited in the general
fund. The legislature may make appropriations based on
this revenue to the Department of Commerce and Economic
Development for the purpose of providing financing for
qualified regional associations. The legislature may
base an appropriation for a qualified regional associa—
tion operating within a region designated under AS 16.-
10.375 on the value of the fisheries resources caught
in that region rather than the value of the fisheries
resources sold in that region if those values differ.

TBC:Imb
L9/109
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MEMORANDUM February 8, 1990

SUBJECT: Assessment on Sale of Salmon--Spending Limit
(CSSSSJR5( ))

TO: Senator Jan Faiks

FROM: Tamara Brandt Cool*m/m%])
Director \vs-y

Division of Legal Services

You have asked how revenue generated under AS 16.10.540
would be treated under the draft CSSSSJR5( ) establishing a
constitutional appropriation limit. AS 16.10.540 provides:

Sec. 16.10.540. VOLUNTARY ASSESSMENT ON SALE OF
SALMON .

(a) An association of persons who hold entry permits
under AS 16.43, which consists of at least 51 per cent
of the persons holding entry permits and actively parti
cipating in a fishery to be benefited by a hatchery
program, may levy and collect an assessment from among
its members for the purpose of securing and repaying a
loan made under AS 16.10.510.

(b) Upon satisfactory demonstration to the commissioner
that an assessment levied under this section may rea-—
sonably be relied upon to secure and repay a loan to be
made under AS 16.10.510, the commissioner may make the
loan.

(c) [Repealed, sec. 33 ch 14 SLA 1987.]

The money raised through this voluntary assessment comes
from purely private sources and is pledged to the state to
secure a loan, but the money is not state revenue subject to
appropriation by the legislature. The 1individuals involved
either raise the money through assessments and make payments
on the loan or default on the Iloan. In neither case may the
state appropriate money from these individuals. Since the



] m8m
Senat%r Jan Faiks

appropriation limit applies only to appropriations, i
conclusion”that it has no application with respect to
revenue raised through assessments under AS 16.10.540

TBC:pl
WKP2/013



H v h
Alaska J&ate iCegiHlaturc
| |

JUDICIARY JAN FAIKS

CHAIRMAN POST OFFICE BOX V

907-465-4523 JUNEAU, ALASKA 99B11
Senate

February 2 , 1990

MEMORANDUM
TO: Senate Finance Committee Members
FROM: Senator Jan ai

SUBJECT: Changes to Proposed uFinance CS to SS SJR 5

The changes reflected in the February 1, 1990 proposed Finance CS
for SS SJR 5 are as follows:

Page 1. line 29 and Page 2. lines 1 - 10:
. Clarifies the appropriations specifically excluded from the
Expenditure Limit as:

Appropriations to the permanent fund

Appropriations to pay permanent fund dividends

Appropriations to the budget reserve fund

Appropriations of general obligation and revenue bond
proceeds;

Appropriations required to pay principal and interest on
general obligation and revenue bonds issued by the state;

Appropriations to pay principal and interest on general
obligation bonds issued by a municipality for school construction;

Appropriations of money from a non-State source in trust for a
specific purpose;

ie. federal funds

Appropriation of revenue of a public authority or corporation

of the state that issues revenue bonds;
ie. AHFC, AIDEA, Municipal Bond Bank, Alaska Energy

Authority, revenue received from Alaska Energy Authority four dam
pool payments

OUT OF SESSION
3111 C STREET ANCHORAGE. ALASKA 99503 907-561-7610
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Appropriation of revenue of a State program under which
revenue bonds are issued.
ie. Fairbanks and Anchorage airports

Page 2. line 11:

. Appropriations subject to the limit are those from the"general
fund™ (previously "from the treasury");

Page 2. line 15:

. In calculating theLimit for FY 93 - 96, adds language "that was
subject to the limit under this subsection” to clarify that if the
Legislature votes to exceed the Limit one year, in calculating the
Limit for the next year you use the prior year's Limit as the base
from which you calculate a 1% decrease, not the prior year's Limit
plus the increased spending as the base;

Page 2. line 22:
. Changes "natural disaster” to "disasteremergency"
Page 3. line 29:

Changes "natural disaster” to "disaster emergency"



Spending Limit and Budget Reserve Fund * Options

As Currently Drafted To Tighten Limit To Loosen Limit

» Appropriations for FY 92 - 96 can not exceed * Reduce base year amount so less than 2.3 billion * Increase base year amount above $2.3 billion
$2.3 billion < Require by FY 96 that state spending be gradual) * Allow increases each fiscal year for inflation
reduced to a specified level 11« Allow increases for population growth
11« Allow increases based on the change in
I Ipersonal income averaged over the last 3 years
Appropriations excluded under the Limit are: * Eliminate from the list any of the non-general Add to the list of exclusions:
To the Permanent Fund fund appropriations so count as spending under G.O. Debt (95.6 in FY 91)
For dividends the Limit: or all debt (school debt, lease payments and
ToPF general obligation: 215.5in FY 91)

To the Budget Reserve Fund

To meet a natural disaster
Revenue bond proceeds
Revenues from non-state sources

To meetanatural disaster
To the Budget Reserve Fund

* Supplemental will not count under the limit
as to how much can be spent that fiscal year

® A 2/3 vote of each House is required to exceed Require a 3/4 vote Require a majority vote

the Limit Eliminate this option

Limit can also be exceed by voter approval Eliminate this option

Revenues in excess of the Limit:

50% are deposited in the PF All deposited in the Permanent Fund Ail deposited in Budget Reserve Fund

50% are deposited in the Budget Reserve Fund

Senator Jan Faiks



As Citfrently Drafted
All windfalls and settlements go into the Budget
Reserve Fund

BUDGET RESERVE FUND

» Ifrevenues are less than the amount which can
be spentunder the Limit:
By a 2/3 vote of each House Legislature can
appropriate from the BRF:
an amount up to the Limitor 25% of the BRF

balance, whichever is less
t

* Money from the BRF can be appropriated to
meet a state disaster

REPEAL

* All the provisions sunset on July 1,1996

Spi Limit and Budget Reserve Fund - Options

j To Tighten Limit
| « All goesinto Permanent Fund
f« Split50/50 between PF and Budget Reserve

1
| « Require a3/4 vote

v
8¢ Reduce percent balance of fund which can
| appropriate

Eliminate provision

* Have no sunset provision

Senator Jan Faiks

To Loosen Limit
J| » Have a mechanism to spend some of it

|
1

1
| 1+ Require amajority vote
ip o
| » No percentage of balance limit so can approp-
riate an amountup to the Limit

Have sunset earlier than 1996



MEMORAN.DUM State of Alaska

Office of the Governor
Division of Policy

Senate Finance Committee DATE: February 2,1990
from: Brad Pierce PHONE: 465-3568
Chief Analyst

subject: Fiscal Impacts of SJR 5

The attached Table 1 is an interpretation of the provisions embodied in SJR 5 and
their effects on real government spending. Table 2 provides detail on historical and
projected growth in formula programs and other categories of state spending. Table 3
shows the difference iIn projected budget growth with and without SJR 5 as written
($2.3 billim FY 92 base and a 1% annual decrease inthe limit through FY 96). Table
4 shows the same information starting from a $2.4 billion base in FY 92 with a 2%
annual reduction inthe limit through FY 96.



Revenues

t
Fall Forecast Unrestricted
General Fund Revenue

Expenditures

Reserve Balancel

Real Spending (FY 91 dollars)

Percent Change inReai
Spending From Previaus; Year

Cunullative Four Year Change nReal
Spending From Gov 5 Proposed FY 91

Budget

Projected Fiscal Impact

of SIR 5
FY 1992-FY 1996

Qillions of Nominal Dollars)

1992

2,416.1

(2,300.0)

116.1

,195.7)

(11.3%)

(29.1%)

1993

2,435.2

(2,277.0)

283.6

(2,075.2)

(G.5%)

1994

2,460.7

(2,254.2)

512.8

(1,91.2)

(.5%)

1995

2,375.8

(2,231.7)

697.9

(1,853.6)

(.5%)

1996

2,209.0

(2,209.4)

753.3

@,755.1)

G.3%)

Notes: Reserves are deposited intothe Reserve Fund at the end of each fisal year and the balance earms 8% interest.

Inflaticn assumptions arebased on the DOR Fall Revenue Forecast mid-case scenario.
FY 91 appropriations sibject to the linit= $2,476.7.

Office of the Governor, Division of Policy.

2/2/90
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Qperating S.btotal
Education
School Debt Retirement
Logevity Bonus
H&SS Transfer Payments
Power Cost Enalizatian
Municipal Asst. & Revenue Sharing
Other Senior Tax Rellief, Shared Taxes
Unhiversity
Courts
Legislature
Operating Agencies

General ligation and Other Debt
Copital Projects

Loans

Speecial Apprgpriations -0ill Fund

Funds

Five Year Fiscal Plan Detall
FY 91 - 95

QMillions of Nominal Dollars)

Actual Authorized Proposed  Projected

FY 88 FY 89 FY 90 FYy a1 FY 92
1,911.3 1,991.5 2,0%6.7 2,183.1 2,265.8
443 470.8 490.8 558.8 58.0
109.5 109.5 107.8 107.8 131.5
50.6 53.3 5.5 0.4 62.6
1CG3.0 115.0 133.2 166.5 18.1
150 16.8 194 184 2.8
9%.9 %6.9 91.0 1 91.0
2.5 23.6 21 31.7 6.4
137.6 14.2 159.4 163.2 163.2
37.9 3.0 0.5 40.3 40.3
2.7 2.5 0.8 3L.2 31.2
85%6.3 832.9 876.2 4.7 914.7
147.9 136.5 132.5 6.5 68.2
173.4 1271 132.8 100.0 100.0

$2.344.0 $2,4193

Projected
FY 93

2,321
606.1
131.5

65.8
220.8
214
91.0
Zra
163.2
40.3
31.2
4.7

50.7

100.0

Projected
FY 94

2,38.2
629.5
131.5

9.0
267.6
2.4
91.0
278
163.2
40.3
31.2
4.7

3.9

100.0

"$2,639,1

Notes:  Under the Qperating Budget albtotal, the Educatiion entry includes formuladistributics anly. The Other category includes Fisheriies
Enhancement Tax distributias ($10.5 million inFy 90), Shared Taxes ($18.6 millia)) and SeniorTax Relief (3 millian).
FY 90 budget totals incluce anly authorized expenditures, they do not include supplemental .

Sources: Divisian of Budget Review and various state agencies.

Office of the Govermor, Divisian of Folicy

2/2/0

Projected
FY 95

2,461.3
659.9
123.8

2.4
312.7
2.5
9.0
28.6
163.2
40.3
31.2
914.7

231

100.0

$2,6014



Scenario 1: $2.3b Limit, 1% Annual Decrease

mm

Table 3

Projected Budget Growth vs. SJR 5 Limit

Fiscal Year

Projected Budget
Unrestricted General

Funds

Other General Funds

Minus General Obligation Debt

Total Subject to Limit
SJR 5 Limit

Difference Between Projected and
SJR 5 Limited Budget

Annual Decrease in Spending Under
SJR 5 Limit

Office of the Governor, Division of Policy.
211190

1990

2,344.0
152.9

(120.3)
2,376.6

1091

2,419.3
152.9

(95.5)
2476.7

1992

2,438.8
152.9

(68.2)
25235
2.300.0

223.5

223.5

Page 1

1993

1994

1995

2,589.2
152.9

23.)
2,719.0
22317

487.3

22.5

1996

2,639.2
152.9

(21.5)
2770.6
2.200.4

561.2

22.3



Projected Budget Growth vs. SJR 5 Limit
(In Millions of Nominal Dollars)

Fiscal Year 1990 1991 1992 1993 1994 1995 1996

Projected Budget
Unrestricted Genera)

Funds 2,344.0 2,419.3 2,438.8 2,486.6 2,526.9 2,589.2 2,639.2
Other General Funds 152.9 152.9 152.9 152.9 152.9 152.9 152.9
Minus General Obligation Debt £120.31 f95.51 168.21 159.71 (33.91 (23.11 (21.5)
Total Subject to Limit 2,376.6 2,476.7 2,523.5 2,579.8 2,645.9 2,719.0 2,770.6
SJR 5 Limit 2.400.0 2.352.0 2.305.0 2.258.9 2.213.7
Difference Between Projected and

SJR 5 Limited Budgets 123.5 2218 340.9 460.1 556.9
Annual Decrease in Spending Under

SJR 5 Limit 1235 48.0 47.0 46.1 45.2
Office of the Governor, Division of Policy.

211190

Page 1



JUDICIARY JAN FAIKS
CHAIRMAN POST OFFICE BOX V
907-465-4523 JUNEAU. ALASKA 99811

Senate

January 31, 1990
MEMORANDUM

TO: Senator Johne Binkley, Co-Chairman
Senator Rick Uehling, ColChairman
Senate Financp”owmittefe

FROM: Senator Jan Faiks,.V [
SUBJECT:  Proposed Finance om)nittee Substitute for SSSJR 5 -
Expenditure Limit and Budget Reserve Fund

Attached is a proposed Finance Committee Substitute for Senate Joint
Resolution 5.

Major changes in the bill are:
. Elimination of sections addressing distribution of
Permanent Fund earnings;

Creation of an Expenditure Limit which sets a FY 92 base
year of $2.3 billion with a 1% decrease from the prior year's limit for
FY 93 through 96;

. All revenues above the Expenditure Limit, including
windfalls and settlements, shall be deposited into the Budget Reserve
Fund.

Attached is a sectional analysis of the bill as well as a chart
illustrating how the Expenditure Limit would work in relationship
with projected revenues. | welcome any questions you and the
committee may have.

Thank you.

OUT OF SESSION
3111 C STREET ANCHORAGE. ALASKA 99503 907-561-7610



Sectional Analysis
Proposed Finance CS for SSSJR 5

Expenditure Limit and Budget Reserve Fund

Section 1. Adds the following new sections to Article XV of the
Constitution (Transitional Measures):

SECTION 29. DEDICATED FUNDS.

(a) Suspends current constitutional section dealing with Dedicated
Funds from July 1, 1991 through June 30, 1996;

(b) Permits dedication of funds under the Expenditure Limit and
Budget Reserve Fund;

SECTION 30. EXPENDITURE LIMIT.

(a) Suspends current constitutional Appropriation Limit from July 1,
1991 through June 30, 1996;

(b) Excluded from the Limit are:
Appropriations to the permanent fund
Appropriations to pay permanentfund dividends
Appropriations to the budget reserve fund
Appropriations to pay principal and interest on G.O. bonds by

the state or municipality for construction of schools

Appropriations of revenue bond proceeds
Appropriation of money from a non-state source

Appropriations for FY 92 may notexceed $2.3 billion;

Appropriations for fiscal years 93 through96 must be 1% less
than the amount appropriated the prior year;

(c) The Limit may be exceeded:
Upon a 3/4 vote of each house of the legislature;
Upon a 2/3 vote to meet a natural disaster declared by the
Governor,;

(d) AIl revenues above the limit shall be deposited in the budget
reserve fund;

Senator Jan Faiks - February 1, 1990



(e) Money received “from a settlement or the result of litigation
concerning minerals and royalties shall be deposited in the budget
reserve fund.

SECTION 31. BUDGET RESERVE FUND.
(@) Applies from July 1, 1991 through June 30, 1996;

(b) In addition to revenues in excess of the Expenditure Limit and
money resulting from settlements and windfalls, other
appropriations may be made to the budget reserve fund;

(c) Money in the fund shall be invested and its earnings retained in
the fund;

(d) If revenues are less than the amount which can be appropriated
during a fiscal year, the Legislature may appropriate money from
the fund up to the amount permitted under the Limit or 25% of the
fund's balance, whichever is less;

(e) An appropriation from the fund may be made:
Upon 2/3 vote of each house for a natural disaster declared by
the Governor;
To the principal of the permanent fund.

SECTION 32. REPEAL.
The above sections sunset on July 1, 1996.
Section 2.

The amendment shall be placed before voters at the next general
election.

Senator Jan Faiks - February 1, 1990



FY

92
93
94
95
96

How BExpenditure Limit Would Work

Revenues
Fall 89

2,416.1
2,435.2
2,460.7
2,375.8
2,209.0

Expenditure
Limit

2,300.0
2,277.0
2,254.2
2,231.7
2,209.4

W m m tm
To BRF

Each Year

116.1
158.2
206.4
144.1

-4

Senator Jan Faiks - February 1, 990

§111 '
Cummulative
BRF Balance

116.1
274.3
480.7
624.8
624.4



A waf jxsohi
Proposed Finance CS for SS SJR 5

Money into Budget Reserve Fund
e All revenues exceeding Limit
me ¥-Jimi: « All windfalls and settlements
* InFY 92, appropriations can't exceed 2.3 billion
» For FY 93 through 96, appropriations must be

1% less than the amount appropriated the prior If revenues are less:
year, which means: Legislature can appropriate from the fund:
FY 93 2277.0 e an amount up to the limit; or
FY 94 2254.2 e 25% of the fund's balance, whichever is
FY 95 2231.7 less
FY 96 2209.4
Appropriations from the fund may be made:
Appropriations excluded under the Limit: e 2/3 vote for natural disaster
 to permanent fund » To the principal of the permanent fund

» to pay permanent fund dividends

 to budget reserve fund

» to pay G.O. debt Sunsets on
 to pay municipal debt for school construction

» of revenue bond proceeds

» of money from a non-state source

Limit Can Be Exceeded By:

» 3/4 vote of each house

» 2/3 vote to meet natural disaster declared by
Governor

Senator Jan Faiks - February 1, 1990 3ra £/'N65



FY 90
FY 91
FY 92
FY 93
FY 94
FY 95
FY 96
FY 97
FY 98
FY 99
FYOO

Nominal $

2005.49
1743.35
1860.07
1813.15
1813.29
175b.96
1586.66
1449.40
1332.25
1202.74
1081.21

Low Case
Real 1989%

1932.56
1619.04
1662.85
1559.45
1500.45
1397.93
1214 .57
1066.82
942.88
818.47
707 .47

IaBS

Inflation Rate 8111 Nominal $ Real 1989 $

1fl
3.771imii
3.76881
3.881|8]
3941111
3.9481m
3.94pj]
4.0tipi
4-00il
4 _0*
4.0fil
4.09

iflfl

General Funds
Mid Case

2295.53 2205.33
2255.57 2074.82
2416.08 2121.69
2435.18 2041.47
2460.67 1969.30
2375.81 1815.16
2208.96 1614.08
2031.38 1419.59
1896.64 1267.63
1752.78 1120.38
1597.27 976.45

1989 Forecast

m
Inflation Rate fi§]] Nominal $
in
4.09%* 264496
4.441® 2765.67
4.75B 2993.53
4.75%* 3243.04
4 .75%* 3654.97
4.75* 4094.25
4.56%* 4310.73
4.56111 4421.24
4.5%i81 4521.87
4-56811 4422 .43
4 _.56HI1 4218.40

>,

High Case
Real 1989 $

2527.43
2507.62
2570.96
2635.29
2810.13
2978.40
2967.05
2879.28
2786.28
2578.30
2326.94

Inflation Rate

4.65
5.39
5.57
5.69
5.69
5.69
5.69
5.69
5.69
5.69
5.69

I/iho
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Cook
1/31/90
Original sponsor(s): SEN. FAIKS, Jones, Eliason, Fischer, Duncan
IN THE SENATE
CS FOR SPONSOR SUBSTITUTE FOR SENATE JOINT RESOLUTION NO, 5 ( )

IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
Proposing an amendment to the Constitu—
tion of the State of Alaska establishing
temporary provisions vrelating to dedi—
cated funds, the expenditure limit, and
the budget reserve fund; and suspending
the operation of provisions relating to
dedicated funds and the appropriation
limit.
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. Article XV, Constitution of the State of Alaska, 1is amend-
ed by adding new sections to read:
SECTION 29. DEDICATED FUNDS. (a) The operation of Section 7 of
Article IX is suspended from July 1, 1991, through June 30, 1996, and

this section applies in lieu of Section 7 of Article IX.

(b) The proceeds of any State tax or license shall not be dedi

cated to any special purpose, except as provided 1in Section 15 of
Article 11X and Sections 30 and 31 of this article or when required by
the federal government for State participation 1in federal programs.
This provision shall not prohibit the continuance of any dedication
for special purposes existing upon the date of ratification of Sec—
tion 7 of Article IX by the people of Alaska.

SECTION 30. EXRENDFTURE--EIMIT. (a) The operation of Section 16
of Article 11X 1is suspended from July 1, 1991, through June 30, 199?&/

and this section applies in lieu of Section 16 of Article IX.



Alaska permanent fund dividends, appropriations to the budget reserve
fund, appropriations of revenue bond proceeds, appropriations required
to pay the principal and interest on general obligation bonds issued
by the State or a municipality for construction of elementary and
secondary schools, and appropriations of money received from a
non-State source in trust for a specific purpose, including revenues
of a public enterprise or public corporation of the State that 1issues
revenue bonds, appropriations from the treasury made for

(D) fiscal year 1992 may not exceed $2,300,000,000;

(2) fiscal years 1993 - 1996 may not exceed an amount equal
to one percent 1less than the amount appropriated during the prior
fiscal year.

(c) During a fiscal year the legislature may exceed the expendi—
ture limit under (b) of this section if each bill that exceeds the
limit is passed by affirmative vote of

(D three-quarters of the membership of each house of the
legislature; or

(2) two-thirds of the membership of each house of the
legislature and the appropriation is to meet a State natural disaster
declared by the governor as prescribed by law.

(d) Except as provided in (e) of this section, all money re-—
ceived by the State during a fiscal year that is subject to the expen—
diture limit under (b) of this section, that exceeds that limit, and
that 1is not appropriated under (¢) of this section shall be deposited
in the budget reserve fund.

(e) Except for money deposited into the permanent fund under
Section 15 of Article IX, all money received by the State as a result
of the termination through settlement or otherwise, of litigation 1in
State or federal court 1involving mineral lease rentals

JR5( J -2-
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16

17

18

19

R

23

24

25

26

27

28

29

royalty sale proceeds, and federal mineral revenue sharing payments
and bonuses shall be deposited in the budget reserve fund.

SECTION 31. BUDGET RESERVE FUND. (a) This section applies from
July 1, 1991, through June 30, 1996.

(b) In addition to deposits made to the budget reserve fund
under Section 30(d) and (e) of this article, appropriations may be
made to the fund at any time.

(c) Money in the budget reserve fund shall be invested so as to
yield competitive market rates to the fund. Income from investment of
the fund shall be retained in the fund.

(d) Except as provided 1in (e) of this section, money may be
appropriated from the budget reserve fund only 1if the legislature
determines that the money received by the State in a fiscal year and
subject to the expenditure limit is less than the maximum amount that
may be appropriated under Section 30(b) of this article. However, the
amount appropriated from the budget reserve fund during a fiscal year
may not exceed the lesser of

(¢H) the amount that, when added to money received by the
State during that fiscal year and subject to the expenditure limit?
equals the maximum amount that may be appropriated under Section 30(b)
of this article; or

(2) twenty-five percent of the balance of the budget re—
serve fund.

(e) An appropriation from the budget reserve fund may be made
upon affirmative vote of two-thirds of the membership of each house of
the legislature to meet a State disaster declared by the governor as
prescribed by law. An appropriation from the budget reserve fund to
the principal of the permanent fund may be made at any time.

SECTION 32. REPEAL.
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a.  state Agencies
by W= -

1.

University of Alaslrn

In addition to the State issuing general obligation bonds to finance University-
related projects, the University issues notes and bonds for specific University
purposes, some ofwhich are secured by project revenues. The fecilitieswhich
have been financed include the Anchorage and Fairbanks student centers, Fair—
banks dormitories, and the Anchorage and Fairbanks utility systems. Total invest
ment inplantwas $547.0 million at June 30,1988.

The Fairbanks campus housing bonds are secured by housing system revenues
The University of Alaska Heating Corporation bonds are secured by lease pay —
ments made by the University from general fund appropriations.

Following is the amount of university debt outstanding as of December 31,1988

University of Alaska Notes

University of Alaska Heating
Corporation Bonds

Fairbanks Campus Housing Bonds

TOTAL

Legislation enacted in 1987, Chapter 54, SLA 1987, authorizes the issuance of up
to $2,400,000 in revenue bonds to refinance an existing mortgage note on housing
of the University at Fairbanks known as Yak Estates.

University debt isnot a general obligation of the State. However, because the debt
may be payable from State appropriations to the University for general operating
purposes, the debt is considered to be State-supported debt. State appropriations
were approximately 77 percent of unrestricted University revenues in fiscal year
1988.

Moody 3 Investors Service has assigned a credit rating of Baal to the University

revenue bonds. This rating is lower than the State 3 due to the lesser security of
housing system rents and the discretionary nature of State appropriations that are

Lease-Purchase Financing

a. General

Lease-purchase financing involves the issuance, by a lessor, of debt which is
secured by the lease payments from the lessee and possibly by the leased
facilities.



Wm

A lease-purchase financing obligation may take the form of either revenue
bonds or certificates of participation. In cases where the State is the lessee,
the fact that the lease payments are subject to annual appropriations precludes
the obligations from being considered State debt under the constitution and
thus requiring voter approval. However, because the debt obligation is paid
from the State’s General Fund, these obligations are counted by the rating
agencies in measuring the State’s debt burden.

Lease-purchase obligations provide for the acquisition of the property by the
lessee by the end of the lease. The term of the lease, the lease payments, or

purchase price are such that the lessee (State) is considered the owner of the

property for federal tax purposes from the outset of the lease. As a result, a

portion of the lease payments is treated as tax-exempt interest income under
the federal income tax.

Two important controls on lease-purchase financing were enacted into law in
1986. Chapter 103, SLA 1986, effective September 4, 1986, requires ap-
proval by law of ASHA public building (State lease) projects. Chapter 106,
SLA 1986, effective January 1,1988, requires approval by law of any execu-
tive branch or University of Alaska lease-financing agreements with annual
rent exceeding $1 million.

In consort with these legislated controls, a Memorandum of Understanding
among ASHA, the executive and judicial branches, the University of Alaska,
and the State Bond Committee was executed on October 28,1987 that pro-
vides for debt management guidance from the State Bond Committee in lease-
purchase financings conducted by ASHA. The Memorandum generally
defines the roles of the various parties in executing lease-financing projects.

All State lease revenue bonds, with the exception of the City of Palmer
Courthouse Lease Revenue Bonds, Series 1987, have been issued by ASHA.
The ASHA bonds are discussed in section I.D.I 1. The Palmer bonds are rated
A by Moody’s, reflecting the State’s credit standing and the risk of non-
appropriation of rent. The Palmer bonds outstanding as of December 31,
1988 were $3,510,000.

Certificates of Participation

Certificates of participation in rent (CP’s) are similar to lease revenue bonds.
The certificates represent fractional interests or shares in lease payments from
lessees, in this case the State, and are sold to finance construction of the
leased facilities. The issuer can be a private developer, public agency, or
other party acting as lessor. It can be the State itself, utilizing a trustee to
hold title to the property and serve as lessor.
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Standard &Poor’s Corporation
25 Broadway . New York. New York 10004

Mr. Milt Barker
Deputy Commission:™*".

Department of Rev”vue ALASKA DCPARTMcNT OF REVGNLN
11th Floor State Off TREASURY DIVISION
Pouch, SB JUNEAU

Juneau, Alaska 99811

I would like to respond to your letter of December 13
regarding our views on lease obligations.

Lease Payments are viewed in essentially the same light
as debt service on general obligation bonds, regardless of
whether the obligation is cancellable due to non-appropriation.
In fact, debt obligations secured by lease payments are included
in our computations for overall debt burden.

Many states do not consider lease rental debt under debt
limitation laws, primarily because legal interpretations view
the obligations to pay rent as an annual budget item, and not
a long term debt with a continuing appropriation. The fact
remains, however, that the debt is still outstanding, and payable
for as long as the property 1is being used by the lessee. While
many leases permit non-payment of rent and cancellation of lease
Obligations, Standard & Poor®"s would be very concerned about an
issuer®s general obligation rating, 1in those cases where leases
were cancelled as a ploy to avoid paying debt obligations.

I"ve enclosed some information regarding our approach to
rating lease-rental debt obligations. IT you have any further
questions, feel free to contact Vladimir Stadnyk or myself at

(212) 201-1767.

Very Trul

Richard P. Larkin
Managing Vice President
Municipal Finance Department

V. Stadnyk
T. Arthur
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Moody’s Views on Lease Rental Debt

The use of leose rental debt
hasincreased dramatically in
recent years. Asa conse-
quence. Mood/s has been
asked to rate a growing num-
ber of lease obligations. In
1980. Moody srated S458 mil-
lion of new [ease debt: by 1986,
the amount of rated new lease
debtwas over S7 billion.
Although the annual volume of
rated [ease debt dropped in
1987 to S4.8 hillion, thisdecline
was not due to a decrease in
the popularity of lease debt (in
fact, the numiber of issues rated
in 1987 was higher than in
1986) Rather. the extremely
h|%hvolume of lease debt
rated in 1986 reflects the efforts
bym an)r municipal borrowers
10 issue lease as well as other
forms of debt prior to the pas-
sage of the Tax Reform Act of
1986. In 1988. the annual vol-
ume of rated lease debt was
again on the rise.

Moody's currently maintains
over £.300 ratingS on lease obli-
gations sold by Issuers in 41
States. These figures include

Annual Volume of Rated
Lease Debt ($ In millions)?

Amount Numb*f
o at

Dobt Ratings
190 s 48 5
jie il =3 9]
1 ¢77) 4
193 11D s
jie27! 2214 D
1% 386 i
1% 7009 1%
187 489 22
198 526 X0

3 induces certilcores ol oartiopa-
lion bduaesmsuieaonocreait-
supDonea teose ceot.

ratings on certificates of partjc-
ipation. Certificates of partici-
pation, when secured by
underlying leases, give certifi-
cateholdérs an intérest inthe
stream of revenue from lease
payments.

The Pop_ularl_ty of lease rental
debt primarily stems from the
borrower's ability, throu[qh the
use of lease and lease-fike
arran(t;,ements, to circumvent
limitations on general obliga-
tion or revenué bond debtissu-
ance. Inmost states, leases are
not legally defined as debt.
There are’exceptions, however,
Forexample, ina decision that
went against the national
trend, the New Mexico
Supreme Court recently ruled
that tax-exempt lease
purchase agreements are
debt, requiring voter approval.

Regardless of whether lease
obligations are legally consjd-
ered to be debt incny particu-
|ar state. Mood/s views all
lease obligations issued for
capital purposes as debt. More
Importantly. Mogd/s expects
issuers of [¢ase obligations to
honor their lease commitments.
From Mood/s point of view, the
credit quality of a municipal
borrower's debt will depend on
|tsab|||tY and willingness to
meet alf of its obligations,
incluamg those mvolvmgi
leases. Therefore, even if lease
obligations ore not Iegall¥_
defined as debt for a particular
municipality. Moody's will
include leaSes initscalculation
of such debt ratios as debt bur-
den (debt asa percent of the
full valuation of taxable prop-
erty) end debt per capita.

Mood/s approach to analyz-
ing the actual lease obligation
itself depenas on both the

security for the lease* and the
lessee's general credit charac-
teristics s well as other factors,
In certain states, municipal bor-
rowers can par lease debt
through an unlimited tax levy.
In theSe cases, the credit qual-
ity of lease debt isysually
viewed as identical to that of
the municipality's own general
obligation bonds. More typi-
cally. the security for a lease
obligation isweaker than that
fora general obligation bond:
In moSt instances, leases are
payable from General Fund
appropriations. Because of this
weaker security, lease debt is
usually assignéd a rating lower
than that of the same munici-
Baht 'sgeneral obligation
onds.

]hisedi,tion of Mnia=
[LESisdevoted to a discus-
sion of leases. The primary

March 1%

focus of these articles ison the
gplcal lease, one secured by a
eneral Fund appropriation.
The discussion begins with a
description of fhe'rating pro-
cess for lease rental deDt,
Including the analytic factors
that are’'examined inevaluat-
ing leases, this isfollowed by
an_examination of the key
points that Mood/s considers
In evaluating individual lease
structuresand financing plans.

Lease debtshould be ana-
lyzed inthe context of the laws
and practiceswithin a particu-
lar state: to illustrate Moody's
approach we compare local
lease debt inthree states - Cal-
lfornia. Kentucky, and New
Jersey. The discussion con-
cludes with an historical over-
view of the use of lease debt
by state governments. 3

gol=ajiog

The Rating Process for Lease Debt

by Robert Tucker

As is the case with other types
of debt. Mood){'s rating process
for lease rental obligations
begins with a request for a rat-
ing from the issuer, or its advisor
orunderwriter.

The minimum information
required includes: the prelimi-
nary official statement or offer-
Ing prospectus: legal docu-
ments. including lease, trust
indenture, and bond counsel
opinion: three years of lessee
financial statements: details on
all other lease obligations
including annual lease require-
ments and projects financed:
future borrowing plans: and the
budget. Additionally. Moody's

must receive detailed informa-
tion on the proposed financing
Including project description,
information on construction or
acquisition status, schedule of
construction or acquisition, and
useful life of any equipment to
he financed. Additional infor-
mation isoften obtained
through meetings, telephone
contact, and on-site visits. A
detajled listof informational
requirements appears on
page 3.

Moody's Analysis

Most lease obligations rated by

Mo od/s are either lease rental



= The Rating Process farlLease Debt

continued from page 1

bonds or certificates of partici-
pation. Certificates of gartlm-
pation. when secured by
underlying leases, give certifi-
cateholdérs on intérest In the
stream of revenue from lease
payments. Though differences
do’exist between the more
traditional lease rental bond
and the increasingly popular
certificate of participation, the
hasic security elements are not
Inherently Influenced by the
Instrument itsetf. Mood¥ sanal-
sisremains the same for both.

Theanalysis focuses on the pro-

ject purroose, the nature or
t)()pe of lease, and the issuer's
ability and willingness to make
lease pa}/ments as scheduled.
Also key to Moody's evaluation
of lease obl|qat_|ons ISa
detailed analysis of lease doc-
umentsand an assessment of
the reasonableness of the
financing plan. These are lis-
cussed inthe accompanym%
article entitled "Evaluating the
Heasg Structure and Financing
an.

Project Purpose o
The purBose of ihe project, i.e.
what is e[nP financed, and
the essentiafity thereof, isone
of the most important determi-
nants of whether lease aF_pro-
priations are likely to continue
under all circumstances. Thus,
project eSSEHtIa“tYJ ina sense,
provides the practical collat-
eral or motivation to pay.
Courthouse facilities, jails, and
governmental offices are
Viewed ¢s providing true
essential services, and a ,
lessee’s willingness to appropri-
ate for these Can pe expected
during a period of fiscal stress.

While equipment leases often
Invotve verY_ necessary items
such as police, fire, or'rescue
equipment, other vulnerapili-
ties exist. The possibility of a
P|ec_e of equipment not fuffil-
Ing its original oojective. not
furictioning, becoming obso-
lete. or being replaced, isof
concern, particularly when the
lessee has the legal ability to
terminate the obligation, or
where the lease Daymen! is
contingent on full use of the |
equipment. These vulnerabili- |
tiesare seen as reducing credit

strength and usually result In
Iower ratings on eqUipment
eases.

Nature of Lease
The nature or type of lease s
fundamental Inthe determina-
tion of the security provided. As
typlcai with mostdebt Instru-
ments, lease obligations are
overned by state constitu-
lonal or statutory provisions,
which vary widely from state to
state. Each transaction, there-
fore. must be evaluated within
this context.

Leases are primarily structured
Inone of three ways: Ion%-term
leases, annually rénewable
leases, or special fund (enter-
prise type) leases. Between
and within each of these cate-
gories, subtle variations can
exist both within a state and
from state to state. Addition-
ally. lease payments may be
backed by various revenue
sources including general obli-
gation unlimited of limited
propertr tax pledges, annual
general fund appropriations,
Special fax pledges, 0r reve-
nues from an enferprise system.
These variations can causg
considerable differences inthe
degree and type of security
Prowded under the lease and
hus affect the final rating.

Long-term lea tQtare t;{ |cally
conSidered binding for the full
term of the lease (which should
Parallel the financing struc-
ure), and failure to appropri-
ate a lease payment consti-
tytes an eventof default,
Plvmg the bondholder some
egalrecourse. An exception to
this general rule exists in states
where paYment Isbased on
beneficial use and occuponcy;
there, substantial interference
with the lessee’s use and occu-
pancy of the project can
reduce oreliminate the
lessee's obligation to make
lease payments during such
interference.

Iflease payments are not
required to be made until con-
struction of the projectiscom-
pleted. Moody's assignsa con-
ditional rating (Con.)to the
lease obligation. The condi-
tional rating reflects the fact

that while construction or
acquisition assum,onons o
ag ear reasonable, there isstil
some construction related risk
which isnot fully assessable
during this period. The alpha
component of the rating (Aa.
A Baa,efc,) that accompanies
the conditional designation
Indicates Moody's long-term
credit assessment once the
projectiscompleted and the
conditional status eliminated.
While a lessee may have the
legal ab|||t_¥ to terminate a
lease orwithhold lease pay-
ments because of construction
Problems. Moody's expects the
essee to resolve'the proplems
and continue to make timely
lease payments. To date, all
have. However, various forms of
insurance serve to mitigate
abatementand construction
concerns.

Annually renewable leases
give the'lessee the ability to
Unilaterally terminate the
lease, at [east annually, by not
apgropnatmg funds for the
subsequent lease payment. No
event of defaulf under the
lease or remedies aﬂamst the,
lessee would typically be avail-
able to the bondholders. Inthis
case, the bondholders remedy
would be repossession and re-
lease orsale of the asset
financed. Project essent|a||t¥_.
Issuer strength, non-substitution
clauses, and a ?ood historical
track record of the lessee mak-
Ing lease payments for the life
ofa financing help somewhat
to temper non-appropriation
concerns; however, these
leases are still typically viewed
as providing a weaker security
than a long-term lease struc-
ture. ltshould be noted that to
date we have never seen any
locality exercise itsnon-appro-
priation rights on a financing
sold inthe public markets.

Special fund leases are reve-
nue obligations payable from
a designated special fund.
These obllq,atlons are typically
structuredlike revenue honds
with the obligation to make
lease Payment bem_P unre-
lated to project avaifability.

As a result of Ihe different types
of leases, two inaentical

projects could be viewed as
providing a very divergent
degree 0f bondholder security
based on the structure used
and therefore have different
credit ratings.

Ability and Willingness to
Make Lease Payments
Although mentioned lasf. the
ability and willingness of the
lessee to make |ease pay-
ments are key credit factors. In
most cases, a lease payment
represents a current operating
expense and required lease
payments compete with all
otheroperating demonds. To
the extenta state or local gov-
ernment has any revenue or
expenditure limitations, this
competition fora limited pool
of resources could intensity and
have a significant negative,
hearing on the rating decision.
Conversely. Instateswherea m
lessee can utilize or pleage its
unlimited property tax to meet
ease payments, credit security
Isobviously enhanced.

With the proliferation of lease
inancing debt, lease burden
has become an important and
widely used analytical statistic.
It Isa measuremént that Is sim-
ply a ratio of the cost of all
annual lease type obligations
to current pledged revenues.
Generally, lease burden iscon-
sidered moderate if itishelow
6%. It IsImportant to note that,
aswith other selected debt
indicators, lease burden should
he considered as a broad
guideline only. Performance
relatjve to the ,U|de||n? IS not
an apsolute indicator of credit
quality,and a bond rating
cannot be inferred within"this
narrow context. Additionally,
some lessees provide that sup-
plemental, but not legally
pledged, funds will bé used to
service a specific lease. While
the availability of these funds
can significantly reduce the
burden on the pledged reve-
nue source. Moody's typically
exercises caution In assessing
the rellab|l|t}/ of this source and
the ability of the lessee to redi-
rect these funds for other uses.
Examples of supplemental.
sources include hotel transient

continuedonopage4




Evaluating the Lease Structure and Financing Plan

by Robert Tucker

Inaddition to assessing the
nature or type of lease.
Moody's evaluates other
aspects ofa lease structure as
well as the entire financing
plan. Thisarticle will discuss
some of the key points Moody's
addresseswhen _ana|¥2|ntg the
legaland financing structures

of lease obligations. Because
lease structures vary, some
Pomts will not apply to specific
){pes of leases or to certain
states. Forexample, in those
states where the lessee's legal
obligation to make lease pay-
ments ishased on project use
and occupancy, lease docu-

fnformatlon Needed for Rating

Lease Rental Bonds

Primary Documents:
Official statement or prospectus
Notice of sale (if public sale)

nn%al reports or audits for the
ast three eears

Most recent budget for
operations
gggdtrﬁleplydgetor planning

Efc?é)dn‘%&h"fv%f&a&‘&’c"rﬁbesgov.

ernmental structure

Forsr;hool GQStri fs ten-year .

enro rpent ren % ojection;
TR

an
scﬁog a.escn o
including tacilities and capacity

Legal opinion

Rele\aantle alpocuments
Inclu n&gtr st [ease, a en%
site, and"assighment agreements

Sl+ Iport.Documentsz for .
n} %ma jon not contained inany
or the above documents):

Assessed valuation for the last
five years

Eqéjalization ratios for the last five
years

List of ten largest taxpayers, their
ssessed va ﬂaflon, nd type og
USIness

Current é)oPulation and latest
Census estimates

ax rates and levies fgr the last
Nﬁ eyears, current and total
collection ,%ax rates of overlap-
pIng jurisdictions

Tax assessment ar&d coAIection
rocedures, Including due dates
na penalty rates

Taxand levy limitations
Debt or interest rate limits

tatement of direct deht and
ﬁnegfué%navaﬁ{l?fﬁdl‘e%ﬁf%é S
e s
chalrj’n )(lm, s segregated by

Future borrowing plans
tim ber of building permits over
h snttﬂve years,%lﬂs trHe doYIar

the la

amou

Number of goyernmental .
emmlo ees: Y1etherun|on|zed
and contract status

Statﬁment egarding s tll|sof
employee {t#swn q % atest
actlarial study, if available
Local and area unemployment
rate

List of ten major employers,
Qmélenreosserﬁployeesgng type

Area of the issuer (in squar
it

Investment (policy: formal .
ocument (;P%ngf dpescrlptlon of
practices

Enterprise system description, if
rer]ev nt an ffeacrl '[IOIEI) o?
SR
gaPtlcu}eri customers an%gcbn-
umpgion outsput Xh/ea{ for .
ost five %r , Ercent of service
urchas ¥each Malor User;
eSCFIBtIOH 0f rate settlng pro-
?ess: record of revisions (or past
Ve years

ments should contain provi-
sions that protect bondholders
a?alnst potential chatement
of lease payments in the event
that the projectisnot com-
pleted ornot usable. On the
otherhand, ifthe lessee is
required to make lease pay-
ments regardless of the con-
struction Or o%eratmg status of
the proaect, the leasé docu-
ments 0o not need to address
potential rental abatement
problems.

Appropriate Debt Issug Sizing
Ingeneral, the proceeds of
ledse rental bonds or certifi-
cates should fully fund the pro-
ject being finanted. Financing
a projectin stages introduces
uncertainties regard |_n_% the
issuer's continued ability to
obtain market access and any
needed authorizations for .
completion bond issues. This is
especially important if lease
payments are tied to use and
occupancy of the project; fail-
ure to complete the project
would allow the lessee to be
able towithhold lease rental
payments.

Indetermining the amount of
proceeds needed to complete
a_project, the size of construc-
tion or acquisition funds should
be based on bids received or a
consultant's or architect's esti-
mate and include an appropri-
ate contingency allowance to
deal with possible cost over-
runs, Funded capitalized inter-
est (where necessary), a bend
reserve and all other costs nec-
gssary to accomplish the
financing should also he
include .,An(}/equnycontrlbu-
tion provided by thé lessee
should be fully festricted to the
project no loter than the bond
closing. This type of equity con-
tribution further reflects the
lessee's commitment to the
project.

Adequate Capitalized
Interest

Iflease payments are depen-
dent on béneficial use and
occupancy, or revenues
derived from the project are
necessar}/ to make lease pay-
ments, interest should be capi-
talized sufficiently past the

scheduled projectaccept-
ance date. Thisshould help .
ensure that there isno ga{) in
the payment stream due to
constrdction delays. While the
exact duration willdepend on
the specifics of each project
(such as construction complex-
Ity or environmental issues),
and thyscause some projects
to require an increased,
amount of capitalized interest,
the typical period beyond the
expected construc- ~
tion/acquisition completjon
date needing to be ca{ntal-
ized ranges from three to six
months for e mﬂmentacqmsr
tions and sixmonths to one
yeor for construction projects.

|S:atléfactory Bond Reserve

un

The Bond Reserve Fund pro-
vides bondholder protection in
the event of construction
delays, lease payment abate-
ment nisk budgetary delays in
the appropriafion process, and
Insurance receipt delays; it alsg
Provldes a temporary source of
lquidity. IdeaIIY, the reserve
should'generally equal maxi-
mum annual.debt service.
However, because federal tax
legislation has gen,era||¥
restricted the funding of a
reserve for tax-exempt issues to
no more than 10% of the initial
offering, maximum annual
debt service may not be
obtainable. Inthose instances
wheie a lessee does not fund
the difference from itsown
resources or through an
acceptable suretybond or
creditagreement, credit posi-
tion may be affected.

Appropriate Financing Term
Because general obligation
bonds aré generally not sup-
ported directly by revenues
derived from the projects they
finance, there isoften no direct
correlation between the
amount or length of borrowing
and the value'or useful life of
the project; however, in lease
financings, a more direct rela-
tionship Should exist.

continuedonpoge 4
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Baluating tre Lease Structureand Finencing Plan

continued frompoge 3

The repayment schedule to the
bondholders should not be
longer than the term of the
lease which Inturn should not
be longerthan the useful life of
the project, Thisstems from the
fact that willingness to aPPro-
prigte may be reduced Ifthe
project becomes obsolete.

Appranate Structuring of
Lease Payments ,
Lease paP/ments should be tied
to the value of the project; this
can be accomplished by bas-
Ing lease payments, whénever
possible, on the project’s fair
IFntolvalue.AddmonaII%,ou
ease payments should be an
absolute return for the bond-
holdersand not subject to any
offset, counterclaim, or recoup-
ment. This prevents the lease
Paymentfrom be_mg less than
hé amount required to pay
bondholders.

Adequate Insurance
Coverage

Adequate Insurance for both
the constructionand the qper-
ating phases of a project is
particularly important hecause
of the nature of lease struc-
tures. Insurance proceeds can
be used to repairorreplace a
damaged ordisfunctional pro-
ject and to provide funds for
debt service payments durin

a period of rental abatement.
Construction risk, including
delaysand damage, canhe
substantially reduced through
the use of performance bonds
and builders' risk insurance,
During prerc_t operation, risk
assoclated with damage and
destruction can be substan-
tially reduced through the
maintenance of all fisk insur-
ance (equal to the full replace-
ment value of the project or
lhe agqre rate principal
amount of outstandjng bonds)
and rental interruption insur-
anc_e(!adequa_te to cover the
period of repair or replace-
ment). Additionally, title insur-
ance to protect against any
defects intitle to the property
and public liability insurance to
protect the lesseé from ﬁeneral
claims occasioned by the use
and operation of theproject
should be provided.

Asa result of Increasing Insur-
ance cost, many Issuers have
turned to self-insurance as a
means to provide coverage.
While thismay be a viablé
methog, such an approach
must afford protection com pa-
rable to availahle commercial
policies and should be annu-
ally evaluated by someone
with actuarial experience to
show its soundness.

Provisions for Replacement,
Maintenance, and Repair

The lessee's obligation to
replace, maintain, and repair
the Pro;ect during the term of
the lease enhances bond-

holder protection by ensu,rmc[;
the assetvalue of the project.
The asset value isimportant in
maintaining fair rental value.

Inclusion of Non-Substltutlon

Clause .
Non-substitution provisions pro-
vide that, fora certain duration
of time following non-appropri-
ation on a specific lease, the
essee will notacquire oruse a
ike piece of property to per-
orm the same function as the
property previously leased/This
provision makes itmore difficult
or the lessee to terminate the
ease, and can enhance hond-
holder protection inan annu-
ally renewable lease structure.
While some bond counsel
question the enforceability of
such language, since itmay
violate pubIic policy by
preventing a public entity from
performing its basic functjons,
such lan ua%;e clearly reflects
the intent of the lessee to
honor its commitments.

Default and Remedies
Failure of the lessee to abide
by the terms of the lease,
including annual budget
appropriations with long-term
leases, should result inan event
of default under the lease.
Remedies typically include

Jrudlmal proceedings (whether
or specific performance or
other Iegal or equitable rights),
terminafion of the lease and
sale or releasing of the asset
here, the asset must be mar-
ketable to provide any secur-
ity). and maintenance of the

lease infull force and effect
with the lessge remaining lia-
ble forunpaid lease payments
this applies to long-term
eases). While remédies vary
widely de enqu on the Iéase
structure, bondhalder security Is
enhanced by Increased reme-
diesavailable.

Investments ,
Prudent investments are obvi-
ously the mostacceptable
such os direct or guaranteed
US. obligations of other instru-
ments which Moody's rates A or
better on a long-term basis or
In the highest rating category
on a short-term basis. Also, the
duration or life of the invest-
ments should be tied to the

expected yse of the funds.
Because of constant changes
Inthe investment environmen-
Moody'sanalysts remain oper
to discuss other investment
options.

Summar _
Thisarticle has described the
major Jssues that Moody's con-
siders inevaluating the'lease
structure and financial plan for
a lease financing. DePendmg
onthe Partlculardeb Issuance
in question, all or only some of
the P_omtsaddresse would be
app |_cable.,Mood}/'s analysts
remain available to discuss the
factors thatwould pertain toa
specific lease rental
financing, a

The Ratiing Process farLease Debt

contnuedrompage 2

occupancy tax. tax allocation
revenues fiom redevelopment
agencies, and rental payments
made by other internal depart-
ments of the lessee for use of
the project.

Itisalso worth noting that while
each lease fmancm%ma be
separa_telrsecu_red. oody's
analysis always involvesa com-
Prehensweapproach.A_ _
essee's entire debt position is
reviewed since problems in
meetm? payment obl|gatgons_
on onefease have credit impli-
cations for all leases. Addition-
ally. problems with one class of
debt, such as lease financing,
often have credit implications
foranother class, such as gen-
eral obligation debt. Conse-
quently,an issuerwitha gen-
eral obligation rating cannot
expect that general obllgatlon
rating to remain unaffected by
an undue reliance on lease
financings.

Summary

Project purpose, the nature of
the lease, and the lessee's abil-
ity to make lease payments
are all essential credit factors
evaluated indetermining the
security provided bondholders.

Moody's analytical approach is
to view all lease transactions

as long-term obligations of Lhe
lessee. Lessees are expected
to honor fullycommitments
through retirement of the debt,
and to resolve any problems
d_urmq]constructlon oropera-
tion pnases of the project.

Todate. Issuersrated by .
Moody's have shown a’high
degree of commitment to out-
standing leases, with the result-
Ing rate’of non-appropriation
ordefault beln% extremeIP]/ low.
This track record reflects the
Importance jssuers place on.
lease financing end their abil-
ity to access the capital mar-
kets. In most states, issuers have
shown restraint in proceeding
with lease financings. Moodv's
views this positively, but also
considers voterapproval of
debt as an element of stability
aoe[)utture repayment of that

While Moody's has been rating
lease Issues tor some time, our
policy on ralings continues to
evolve along with the develop-
ment ol thisportion of the
municipal market. The contin-
ued use and growth of lease
fmanclng, however, appears
certain,

Unnirmm o




assachusetts and agencies

lingt are lowered on MasiaclvuiMtts’ $4.8 billion of general
ligation bonds and $1.4 billion of various agency issues to ‘A"’
m 'AA-*. Also, ratings are lowered on $757 million of Q.0.
les and $710 million of various agency notes to ‘SP*1’ from
M +* (sie table). The issues are removed from CreditWatch
ere theywere placed June 26. The downgrades reflect the
array incommonwealth debt management and continuing fis-
stress. The commonwealth's economy remains strong while
it and fiscal management display serious weaknesses. The
vngrade also reflects S&P's continuing concern about Mas*
:husetls* willingness to adhere to sound fiscal practices and
ily financial decision making. Massachusetts recently failed
nake a timely lease rental payment resulting in a default on
lificates of participation issued on the commonwealth's be*
.Although the default was not on commonwealth G.O. debt,
3expects lease rental payments to be made in full and on  *
rand be treated as debt-like instruments. Lack of timely
ment and resulting default brings into further question man-’
ment oversight of Massachusetts' finances, as well as the
tmonweallh's sensitivity tov/ard its debt obligations. Rental
ments were late due to administrative oversight ina period .
n the commonwealth was trying to tightly control its dis-
lements at the low point of its annual cash flow. Certificate
arlicipation payments, issued in 1987 and rated 'AAA' due
1BIAinsurance, were made in full by Massachusetts on July
10days late. The bond insurance was not called upon,

e there were no claims for payment filed by either the pay-
igent or certificateholders. On July 13, Governor Michael

Dukakis announced a package ol vetoes which he says wilt
bring the budget back into balance. S&P continues to evaluate
the package and is assessing its viability. The legislature in-
tends to consider a variety ot measures to respond to the gov-
ernor's package. With a number of issues still unresolved, such
as lhe amount ol local aid and the tax package, S&P again ob-

Mreduiftli loe-ad iroreUmiigarey Ktes

Arrvnl
long-term Isauee lowered to ‘A’ M.S
assachusetts Bay Transportation Auth,
assachusetts Ceny. Ctr Auth 1675
Massachusetts Govt, [and Bank S&r- 1987, 323
ass State Colle eBk.]g Auth ser 198SA and 1987A._ B5
Pioneer Valley Tran3| Authority. 71_5
Southeﬁstern Mass. Un|v Bng AU SERA 31
Univ. of lowel B 241
Univ. ol Mass. Bl éAuth SeT1084A, 1986A. and 1988A 88.0
Woods Hole, Martha's Vineyard. & Nantucket Sleamsivp. 2.2

Agency short-term debt lowered lo 'SP-1'
Massachusetts Bay Transportation Authority ser. 1988 and 1989 260.0
Massachusetts Water Resouces Authority ser. 19888 and 1989A__  450.0

serves a lack ot timely financial decision making. The common-
wealth expects to enter the short-term market early this week
wilh a S450 million commercial paper program for cash flow
purposes. . e e o
Cathy Daicotf(212) 208-1782
. Richard Larkin (212) 208-1767

iagBBmagtgi

Payment snafu-linked&

/i-Massachusetts’ failure to make a S400.000 payment on a lease for
telecommunications and computer equipment is partly to blame for
its third credit downgrading in two months. - -.ihV.i-.-i ¢

“The check was never cut. and that was the straw that broke the
camel’s back,” said Richard P. Larkin, managing director of munici-.
pal finance at Standard St Poors Corp., New York. «

+ Massachusetts delayed a July 1 payment on the equipment until
July 13. S&P, in turn, downgraded the state July 14 to A.from AA -
citing the late payment as a symptom of disarray in the state's debt
management. State leaders have been haggling over $491 million in
needed budget cuts for the 1990 fiscal year, -seee/1.''iL r.f'Sv.v-i.; eees *e

Massachusetts may be the first state to suffer from a downgrad-
ing that was triggered, in part, by a late lease payment. Mr. Lar-
kin and other S&P analysts said they were unaware of other down- ",
gradings related to lease debt. S&P found the state's late payment.
noteworthy even though the paying agent for the certificates and the
bondholders had yet to complain. . .-, 0T

.The certificates were insured by the Mummpal Bond Investors As-
surance Corp., White Plains, N.Y. Although the insurance guaranteed
payment of the debt, in this case it failed to help the state's case before
the rating service. The agency viewed the state's response that its
payment was late due to a computer error as unacceptable. .

"Although the default was not on commonwealth G.O. debt, S&P
expects lease payments to be made and treated as debtlike instru-
ments," the July 17 issue of S&P's CreditWeek said. "We've been
sending that message for a long time,” said Mr. Larkin. «/>..

dUuimBaoBMaHMaHNM
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The FINANCE Committee considered: - €S8SSSJR 5 (FINANCE"Vam

CS SSSJR NO. 5. "(Finahce) am W PERMANENT FUND/BUDGET RES./APPROP LIMIT

w 6hﬁﬂﬂmaﬂjs &rgnature

-1k r£* - - Y. t]n] n
Proposing an .amendment to the Constitution of the State of Alaska
establishing temporary provisions relating to dedicated funds, the p.
expenditure limit, and the budget reserve fund; and suspending the
operation of provisions relating to dedicated funds and the
appropriation limit.

RECOMMENDATIONS: j ; . [ ] the same title
[ be replaced with: tics CS S3K 5 [V/] a new title
C have attached amendment(s)
[ 7k do pass °
[ do not pass
[ no recommendation
[ individual recommendations
additional referral to the Committee
ADOPTS: letter of intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:
(Dept) (Date/Dept)
[ 1 fiscal impact [v/] fTiscal note(s)
[ 1 zero fiscal note [ 1 zero fiscal note(s)
[ 1 =zero withj;analysis [ ] zero fn/analysis
i
SIGNING DO PASS: SIGNING:
- SHvTtiL
£ PhillipS - I .KoijoaJ
Cylllllsr 110 QRp—
arso
> <
*Suj clcK
V
/
. Car&otJ

45ar .4



« STATE OF ALASKA BILLVERSION
1990 LEGISLATIVE SESSION PUBLISHDATE 2/141/90

FISCAL NOTE

REQUEST:
Revision Dale: 1/18/90 \ AgencyAffected: Office of the Governor
Title: Provisions relating to the BRU: Division of Elections
Alaska Permanent Fund
Sponsor: Falks Components:__ IX - Elg.c.LIfllig

Requestor: Faiks

EXPENDITCMAJS/REVENUES: (Thousandsof Dollars)
OPERATING FY 91 FY 94 FY 95

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS .

MISCELLANEOUS
TOTAL OPERATING

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERALFUND
FEDERAL FUNDS
OTHER

TOTAL

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)

* Costs included cover 2 to 3 pages 1in each Official Election Pamphlet,
for printing and typesetting, and costs estimated to cover computer
programming requirements for vote counting purposes.

Prepared by: / “Linda Edgeworth Phone: 465-4611

Division:- .Division of Elections Date: -

/e

Approved by Commissioner: _ Date:
Agency: Division of Elections

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor

® Office of Management and Budget
Impacted Agency(ies) of



CONTINUATION OFf FISCAL NOTE ANALYSIS

For Bill/Resolution No. CSSSSJR 5

However, these costs are Dbased on the assumption that all
candidates and issues will fit on three ballot cards, which is the
norm. It should be- noted, however that should the inclusion of
this 1issue require a 4th ballot to be printed, the cost increase
would have, to be calculated at 16 cents per ballot x approximately
320,000 voters. The total cost of printing the additional ballot
card would be $51.2 <

Under these circumstances the fiscal note would be:



BY THE FINANCE COMMITTEE

IN THE HOUSE
HOUSE CONCURRENT RESOLUTION NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
Suspending Uniform Rules 41(b), 24(c),
and 35 of the Alaska State Legislature
concerning SJR 5.
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

That under Rule 54 of the Uniform Rules of the Alaska State Legisla—
ture the provisions of Rule 41(b), Rule 24(c), and Rule 35 of the Uniform
Rules, regarding changes to the title of a bill, are suspended in consid—
eration of Senate Joint Resolution No. 5, proposing an amendment to the
Constitution of the State of Alaska relating to dedicated funds, the expen—

diture limit, and the budget reserve fund.



Original sponsor(s): SEN. FAIKS, Jones, Eliason, Fischer, Kelly, Uehling

IN THE SENATE BY THE FINANCE COMMITTEE

BE

HOUSE CS FOR CS FOR SS FOR SENATE JOINT RESOLUTION NO. 5 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA

SIXTEENTH LEGISLATURE - SECOND SESSION
Proposing amendments to the Constitution
of the State of Alaska relating to an
appropriation limit and to the budget
reserve fund; and providing for an

effective date.

IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. Article 11X, Constitution of the State of Alaska, 1is amend—

ed by adding a new section to read:

SECTION 17. BUDGET RESERVE FUND. (a) The budget reserve fTund
is established as a separate fund in the State treasury. The legisla—
ture may appropriate money to the budget reserve fund. Money in the
fund shall be invested so as to yield competitive market rates to the
fund. Notwithstanding Section 7 of this article, income from invest—
ment of the fund shall be retained in the fund and money may be appro—
priated from the _.fund only as authorized under (b) of this section.

(b)Money received by the State that is subject to the appro—
priation limit under Section 29 of Article XV and that exceeds that
appropriation limit shall be deposited 1in the budget reserve fund.
Depositsunder thissubsection are not subject to the prohibition on
dedicatedfunds under Section?7 of this article. If the legislature
determines that the money subject to the appropriation limit received

by the State 1in a fiscal year is less than the amount that may be
————————————— - j- on -, QFf fche

fund.
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added to the money subject to the appropriation limit may not exceed
the amount that may be appropriated under Section 29 of Article XV for
that fiscal year. Notwithstanding the appropriation limit in this
subsection and in Section 29 of Article XV, additional amounts may be
appropriated from the budget reserve fund by affirmative vote of
three-fourths of the membership of each house of the legislature.

* Sec. 2. Article IX, sec. 17(b), Constitution of the State of Alaska,

is repealed and readopted to read:

(b) IT the amount available for appropriation for a fiscal year
is less than the amount appropriated for the previous fiscal year, an
appropriation may be made from the budget reserve fund for that fiscal
year. However, the amount appropriated may not exceed the amount
necessary, when added to other funds available for appropriation, to
provide for total appropriations equal to the amount of appropriations
made in the previous calendar year for the previous fiscal year.
Additional amounts may be appropriated from the budget reserve fund by
affirmative vote of three-fourths of the membership of each house of
the legislature.

* Sec. 3, Article XV, Constitution of the State of Alaska, 1is amended
20F by adding a new section to read:

SECTION 29. APPROPRIATION LIMIT. (a) Appropriations from the
treasury made for each of fiscal years 1992, 1993, 1994, and 1995
shall not exceed $2,200,000,000. This subsection does not apply to
appropriations to the permanent fund or for permanent fund dividends
to State residents, appropriations to the budget reserve fund, appro—
priations required to pay the principal and interest on general obli—
gation bonds 1issued by the State, appropriations of general obligation

and revenue bond proceeds, appropriations required to pay principal

and interest on vrevenue bonds of a public enterprise or public

HCS CSSSSJR 5 (Fin) -2-
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\% . - oo % i =Y/ y-1y iy :
1 corporation of the State, appropriations of money received from a
2 State source required for State participation in a federal entitlement
3 program for low income persons, appropriations of money received fronm
4 a non-State source 1in trust for a specific purpose, appropriations
5 required to comply with the terms of a settlement agreement or judg-—
6j ment in carrying out the trust responsibilities of the State under the
7I Alaska Mental Health Enabling Act of 1956, appropriations of money
3 derived from a fishery enhancement tax that has been approved by vote
9 of the affected taxpayers, and appropriations to meet a state of
10 disaster declared by the governor as prescribed by law.
u (b) IT the rate of inflation since the beginning of a fiscal
2. year 1is greater than five percent, an appropriation for the next
B; fiscal year of up to the amount necessary to offset the effect of the
14 cumulative inflation that exceeds a compound rate of five percent per
1511 annum since July 1, 1991, may be made during the regular session held
16 || during that fiscal year upon affirmative vote of two-thirds of the
17 membership of each house of the legislature. The appropriation is not
hfsy subject to the limit established in (a) of this section. For purposes
197§ of applying this, subsection, the rate of inflation shall be Dbased on
20* the Consumer Price Index for all urban consumers for Anchorage pre—
11 pared by the United States Bureau of Labor Statistics.
93 * Sec. 4. Section 16 of art. 11X and secs. 26, 27, and 28 of art. XV,

23: Constitution of the State of Alaska, are repealed.
1
241 * Sec. 5. Section 29 of art. XV, Constitution of the State of Alaska,

251 1s repealed.
n ii

201 * Sec. 6. Sections 1, 3, and 4 of this resolution take effect July 1,
37§ 1997.
J * Sec. 7. Sections 2 and 5 of this resolution take effect July 1, 1995.

in. * Sec. 8.
B



1

17
18
19
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23
24
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261
271
281
291

before the voters of the state at the next general election

with art. XIll, sec. 1,

tion

laws of the state.

Constitution of the State of Alaska,

in conformity

and the elec—



Senate Judiciary Committee

May 1, 1990
TO: ' House Finance Committee
FROM: Senator Jan

SUBJECT: Amendment to Pfofoosed House CS for SJR 5

As you consider the proposed committee substitute to CSSSSJR 5
(Fin), 1 would appreciate your consideration in including language
which specifies the federal indices to be used in calculating inflation.

o

| ask the committee to consider, based on the 4/~g/90 work draft,
amending the proposed CS as follows:

o \D
Page 3, line JA

Delete: "derived from federal indices as prescribed by law"

Insert: "based on the Consumer Price Index for all urban
consumers for chorage prepared by the United States Bureau of

Labor Statistics G the previous fiscal year"T\ DEL\sV 57 aclopVvclL

ANnr\£A>D i
Thank vyou.

Post Office Box V e« Juneau, Alaska 99811
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OFFERED IN THE HOUSE

TO: CSHJR 66 (Judiciary)

Page 1, line 20, after "State,":

Insert ™"appropriations required

to

pay

general obligation bonds 1issued by the State,™

principal

and

BY REP. ULMER

interest

4/24/90

on



OFFERED IN THE HOUSE 5 A 1 BY REP*
TO: CSHJR 66 (Judicisry)

Page 1, line 20, after "State,":
Insert "appropriations to pay the principal and interest on general
pﬂﬂnr,qu
obligation bonds 1issued by a municipality for construction of elementary or

secondary schools,™

1o 4/24/790



4Al
OFFERED IN THE HOUSE BY REP. ULMER

TO: CSHJR 66 (Judiciary)

Page 1, line 22, after "persons,":

Insert "appropriations for a benefit program calculated on a formula
basis 1f the amount required to fully fund the program for the fiscal year
is greater than the amount required for the previous fiscal year due to an

increase in population,™

1 4724790
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OFFERED IN THE HOUSE BY rep. ULMER

TO: CSHJR 66 (Judiciary)

Page 1, line 22, after "persons,™:
Insert "appropriations for a program that generates during the fiscal

year an amount 1in program receipts equal to or greater than twenty percent

of the cost of operating the program for that year,"

4/24/90



AMENDMENT

BYKOPONEN

TO: HCSCSSSSJR 5(FIN), draft Cook 6-0161 B
4/30/90

p- 3, line 3, after "'specific purpose,”™ insert

V.

"appropriations required to comply with the terms of a settlement
agreement or judgement in carrying out the trust responsibilities of
the State under the Altf&ca Mental Health Enabling Act of 1956"



As Currently Drafted

* Appropriations for FY 92 - 96 can not exceed
$2.3 billion

* Appropriations excluded under the Limit are:
To the Permanent Fund
For dividends
To the Budget Reserve Fund
To meeta natural disaster
Revenue bond proceeds
Revenues from non-state sources

A 2/3 vote ofeach House is required to exceed
the Limit

e Limit can also be exceed by voter approval
* Revenues in excess of the Limit:

50% are deposited in the PF
50% are deposited in the Budget Reserve Fund

Spending Limit and Budget Reserve Fund - Options

To Tighten Limit To Loosen Limit

m e Reduce base year amount so less than 2.3 billion 88 ¢ Increase base year amount above $2.3 billion

IP » Require by FY 96 that state spending be gradually %? » Allow increases each fiscal year for inflation
| reduced to a specified level || « Anlevmincreases ferpopulatiengrowth
/' Allow increases based on the change in

personal income averaged over the last 3 years

Eliminate from the list any of the non-general % e+ Add to the list of exclusions:
; fund appropriations so count as spending under X G.O. Debt (95.6 in FY 91)
the Limit: " orall debt (school debt, lease payments and
ToPF general obligation: 215.5in FY 91)

Tomeetanatural disaster
To the Budget Reserve Fund

m
11! Supplemental will not count under the limit
ill ,as to how much can be spent that fiscal year

* Require a3/4 vote e Require a majority vote
Eliminate this option

Eliminate this option

All deposited in the Permanent Fund All deposited in Budget Reserve Fund

Senator Jan Faiks



To Tighten Limit
All goes into Permanent Fund
Split50/50 between PF and Budget Reserve

As Currently Drafted
* All windfalls and settlements go into the Budget
Reserve Fund

BUDGET RESERVE FUND

» Ifrevenues are less than the amount which can
be spentunder the Limit:
By a 2/3 vote of each House Legislature can

appropriate from the BRF:
an amountup to the Limitor 25% of the BRF | ¢ Reduce percentbalance of fund which can

balance, whichever is less e<appropriate

"e Require a 3/4 vote

* Money from the BRF can be appropriated to » Eliminate provision

meet a state disaster

REPEAL

All the provisions sunset on July 1,1996 Have no sunset provision

Senator Jan Faiks

To Loosen Limit
|+ Have a mechanism to spend some of it

I« Require a majority vote

L

|* No percentage of balance limit so can approp-
iriate an amount up to the Limit

e Have sunset earlier than 1996



Projected Budget Decline Under Proposed HCS SJR 5 Limit
(In Millions of Nominal Dollars)

Fiscal Year
Authorized/Proposed/Projected Appropriations
General Funds (Includes Supplemental)
Minus: Disasters
Fisheries Enhancement Tax
AFDC and Medicaid
G.0. Debt Repayments
Total Sublact to Limit
HJR 66 Limit

Annual Incraaee/(Dacraaaa) In Spanding
Allowable Under HJR 66 Limit

Spending Under HJR 66 In Nominal Dollars
Spending Under HJR 66 In Real (1960) Dollara

DOR Mid-Case UGF Revenues (Spring *90 Forecast)
Carryforward From Previous Year

Adjustments to Revenue

Total Revanuaa

Budgat Raaerva Deposil'(Withdrawal)
Budgat Reearva Balanca

1990

2,458.5
2.0
10.5
105.9
120.3

2,218.8

2,458.5
2,504.3
162.7
41.6

2,114.6

1\13/9 1

2,576.8
2.0

1.6
132.5
95.5

2,339.2

2,468.2
2,428.2
188.1
56.3

2,672.6

1992

2,576.8
2.0

6.0
157.6
68.2
2,343.0

2.300.0

(43.0)
331
2,521.2
50.0
2,571.2

43.4

Note that appropriations totals do not include reappropriations (Including Rallbelt Energy Fund).

Office of the Governor, Division of Policy.
4/30/90

Page 1

1993

2,553.6
2.0

6.0
185.9
59.7
2,300.0

2.300.0

1994

2,561.9
2.0

6.0
220.0
33.9

2,300.0
2.300.0

0.0

2,561.9
2,136.0

2,374
50.0
2,587.4

25.5
119.5

1995

2,592.2
2.0

261.1
231

2,300.0
2.300.0

0.0

2,566.1
2,042.5

2,436.0
50.0
2,486.0

80.1
(40.0)
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Projected

Fiscal Year
Authorized/Proposed/Projected Appropriations
Genera] Funds (Includes Supplemental)
Minus: Disasters
Fisheries Enhancement Tax
AFDC and Medicaid
Total Subject to Limit
HJR 66 Limit

Annual Increaa«/(Decraaaa) in Spending
Allowable Under HJR 66 Limit

Spending Under HJR 66 in Nominal Dollars
Spending Under HJR 66 in Real (1990) Dollars

DOR Mid-Case UGF Revenues (Spring ‘90 Forecast)
Carryforward From Previous Year

Adjustments to Revenue

Total Revenues

Budget Reserve Deposlt/(Withdrawal)
Budget Reserve Balance

Table 4

Budget Decline Under HJR 66 Limit
(In" Millions of Nominal Dollars)

1990 1991 1992 1993
24585 25768 25768 2,493.9
2.0 2.0 2.0 2.0
105 7.6 6.0 6.0
106.9 1325 157.6 185.9
23390 24307 24112 230000
23000 2.300.0
(111.2) 0.0
24656 24939
24585 24682 22557 21781
25043 24282 252712 25038
162.7 1881
176 56.3 50.0 50,0
27146 26726 25772 25038
1116 99.9
2204

Note that appropriations totals do not Include reappropriations (Including Rallbelt Energy Fund).

Office of the Governor, Division of Policy.
4/26/90

Page 1

1995

2,569.1
2.0
261.1
2,300.0
2.300.0

0.0

2,969.1
2,044.9

2,436.0
50.0
2,486.0

i
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Projected

Fiscal Year
Authorized/Proposed/Projected Appropriations
General Funds (Includes Supplemental)
Minus: General Obligation Debt
Disasters
Fisheries Enhancement Tax
Growth In AFDC and Medicaid
Total Subject to Limit
SIR 5 Limit

Annual Increaae/(Decrease) In Spending
Allowable Under SJR 5 Limit

Spending Under SJR 5 in Nominal Dollars
Spending Under SJR 5 in Real (1990) Dollars

DOR Mid-Case UGF Revenues (Spring '90 Forecast)
Carryforward From Previous Year

Adjustments to Revenue

Total Revenues

Budgat Reserve Deposlt/(Withdrawal)
Budget Reserve Balance

Table 5

Budget Decline Under SJR 5 Limit
(In Millions of Nominal Dollars)

1990 1991 1992 1993
24585 25768 25768 24211
1203 95.5 68.2 59.7
2.0 20 20 20
105 76 6.0 6.0
0 0 25.1 3.4
23057 24711 24755 2,300.0
2300Q  2.185fi
(1755)  (L15.0)
24013 2306.1
24585 24682 21968 20141
25043 24282 25212 25438
162.7 188.1
176 56.3 50,0 60.0
2146 26726 25712 25038
175.9 2817
a1

Note that appropriations totals do not Include roappropriatlons (Including Railbelt Energy Fund)

Olfice of the Governor, Division of Policy.
4/26/90

Page 1

2x025.3

(109.3)

2,205.2
1,838.6

2,374
50.0
2,587.4

382.3
898.1

Ixaza,.4

(98.6)

2,080.3
1,583.6

2,531.3
50.0
2,581.3

501.0
1,931.3



Senate Judiciary Committee

May 1, 1990

MEMORANDUM

TO: House Finance Committee

FROM: Senator Jan

SUBJECT: Amendment t d House CS for SJR 5

As you consider the proposed committee substitute to CSSSSJR 5
(Fin), 1 would appreciate your consideration in including language
which specifies the federal indices to be used in calculating inflation.

I ask the committee to consider, based on the 4/28/90 work draft,
amending the proposed CS as follows:

Page 3, line 14:
Delete: "derived from federal indices as prescribed by law"
Insert: "based on the Consumer Price Index for all urban
consumers for Anchorage prepared by the United States Bureau of

Labor Statistics for the previous fiscal year".

Thank you.

Post Office Box V e« Juneau, Alaska 99811



JUDICIARY JAN FAIKS

CHAIRMAN POST OFFICE BOX V
907-465-4523 JUNEAU, ALASKA 99811
MEMORANDUM
TO: Representative Lyman Hoffman, Co-Chairman

Representative Ron Larson, Co-Chairman
House Finance &

FROM: Senator Jan
SUBJECT: CS SS SJR 5(a penditure Limit and Budget Reserve
Fund

SJR 5 is a constitutional amendment which establishes an
expenditure limit and budget reserve fund. Attached for the
committee's reference is an overview of the amendment's provisions,
the numbers as to how the limit would work in FY 92 - FY 96, and
the impact of various scenarios if there were one to five percent
reductions each fiscal year compared to forecasted revenues.

The amendment's basic elements are the creation of an expenditure
limit and budget reserve account during fiscal years 1992 through
1996:

Expenditure Limit
. The first year of operation (FY 92), the limit is $2.3

billion. In FY 93 through 96, the limit shall be 5% less than the
preceding year, which produces the following results:

OUT OF SESSION
3111 ¢ STREET  ANCHORAGE, ALASKA 99503 907-561-7610



FY 93 2185.0 2527.2

FY 94 2075.8 2543.8
FY 95 1972.0 2537.4
FY 96 1873.4 2436.0
. There are a number of appropriations which are excluded

from the limit and. General Fund exclusions include those for a
disaster emergency declared by the Governor, for increases in the
state's share for participation in federally mandated aid programs for
low income persons above the level funded in FY 91, for a tax
approved by its taxpayers (such as the fisheries enhancement tax),
and general obligation debt payments.

. The limit can be exceeded by a 2/3 vote of each house.

Budget Reserve Fund

. Revenues in excess of the limit will be deposited in a
budget reserve fund as will revenues from "windfalls" and
settlements.

. If revenues are less than the amount which can be
appropriated for that fiscal year under the Limit, funds can be
appropriated from the budget reserve fund up to the limit or 25% of
the fund’s balance, whichever is less.

Sunset Provisions

. The expenditure limit and budget reserve fund sunset on
July 1, 1996.
Projected Balance in Budget Reserve Fund

. Based on current projected revenues, the balance in the
budget reserve fund at the time the provisions are repealed would

be nearly $1.6 billion. This does not reflect the deposit of any
funds from "windfalls" which the state may receive.



§ ww

For the committee's further interest, | have also included in the
packet the "work sheet” which was used by a Senate "work group™ in
putting together the Senate Finance version of SJR 5.
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InFY 92, the limit is $2.3 billion
» For FY 93 through 96, appropriations subject to the
limit must be 5% less than the amount appropriated
the prior year, which means:

* FY 93 2185.0

* FY 94 2075.8

* FY95 1972.0

* FY9 1873.4

Appropriations Excluded From the Limit:

* To the permanent fund

* To pay permanent fund dividends

» For disaster emergency declared by Governor

e Tothe budget reserve fund

» Ofproceeds from atax approved by the taxpayers
» Forincreases in the state's share for participation
in federally mandated aid programs for low income
persons above the FY 91 level

» For G.O. and revenue bond proceeds, principal
and interest

* Federal and other non-state sources of funds

» Revenue of a public corporation and state program
that issues revenue bonds

Limit Can Be Exceeded by:
» 2/3 vote of each house

Overview of CS SS SJR 5 (Finance)am

Consists of all revenues exceeding the limit
 All windfalls and settlements shall be deposited
in the budget reserve fund

If revenues are less than the Limit:
 Legislature can appropriate from the budget reserve
fund:

e anamount up to the limit; or

e 25% of the fund's balance, whichever is less

Appropriations from the fund may be made:
 For adisaster emergency declared by the Governor

upon a 2/3 vote of each house
» To the principal of the permanent fund

REPEAL

These sections sunset on July 1,1996.

Senator Jan Faiks



How CS SSSJR 5 (Fin)amWould Work:

FY 92
Limit Under SJR 5 2,300.0
GF Exclusions Under SJIR 5:
G.O. Debt 68.2
Disasters 2.0
Fisheries Enhancement Tax 6.0
AFDC/Medicaid Growth 25.1
Total Exclusions 101.3
Total of All Appropriations 2,401.3
Revenues (1) 2,527.2
Surplus Revenues To Budget Reserve 125.9

FY 93

2,185.0

59.7
2.0
6.0

28.3

96:0

2,281.0

2,543.8

262.8

1/ Revenues are based on DOR Spring Mid Case Fall 90 forecast

FY 94

2,075.8

33.9
2.0
6.0

34,1

76.0

2,i51.8

2,537.4

385.6

Senator Jan Faiks - April 27, 1990

FY 92 -FY 96

FY 95

1,972.0

23.1
2.0
6.0

41.1

72.2

2,044.2

2,436.0

391.8

FY 96

1,873.4

21.5
2.0
6.0

48.8

78.3

1,951.7

2,351.3

399.6 BRF Balance:
1,565.7



FY 92
FY 93
FY 94
FY 95
FY 96

1%

2,300.0
2,277.0
2,254.2
2,231.7
2,209.4

Percent Reductions and Projected Revenues

2%

3%

4%

Reduction Each Fiscal Year

2,300.0
2,254.0
2,208.9
2,164.7
2,121.4

2,300.0
2,231.0
2,164.1
2,099.1
2,036.2

2,300.0
2,208.0
2,119.7
2,034.9
1,953.5

5%

2,300.0
2,185.0
2,075.8
1,972.0
1,873.4

Senator Jan Faiks

Revenues
Mid Case

Revenues
Mid Case

(nominal) (real 1989%)

2428.14
2527.16
2543.79
2537.39
2435.96

2233.56
2219.23
2132.54
2030.71
1861.14

Projected
Inflation

4.75
4.75
4.75
4.75
4.56



FY90
FY ol
FY 92
FY 93
FY A
FY 9%
FY %
FY 97
FY 98
FY
FYOO

Nominal$ Real 1939% Inflation

238086
2046.78
1967.79
1854.47
184028
1715.60
1615.38
1495.72
135643
1230.39
1080.02

Projected Revenues -Alaska Department of Revenue Spring 1990

Low Case

22804
189893
175591
1592.55
152046
1363.71
1234.67
109924

95853

8%6.02

711.50

400
444
475

4.75
4.75
456
456
456
456

Mid Case
Nominal $ Real 1989% Inflation Rate
2904.39 2406.9
242814 223356
25217.16 2219.23
243.79 21324
2537.39 2030.71
2435.96 1861.14
2351.30 1718.11
2245.45 1569.21
2175.29 1453.88
2110.38 134898
2071.20 1266.20

Senator Jan Faiks

456

4.75
550
5.69
5.69
5.69
5.69
5.69
5.69
569
5.69

High Case
Nominal $ Real.1989% Inflation Rate
2622.89 2503.9%5
2891.87 2616.81
306806 2626.78
324950 2632.34
3618.72 2773.62
3679.45 206834
3800.37 2613.83
4194.03 212834
4170.03 2561.50
414459 240881
42484 233976

5.69






FURTHER

2/15/89 DATE TURNED INTO OFFICE

Mr. President:

_Committee considered

Disapproving the Local Boundary Commission recommendation for annexation
of territory to the Fairbanks North Star Borough

and recommended

)[]1 same title
J[3 new title
[J technical
title change

(HB only)

[ 3 replace with CSs
[ J or adopt cs"

[ ] attached amendment(s) and
[ 1 letter of intent adopted

[ 1 do pass
[ 1 do not pass

[ ] no recommendation

[ 1 further referral to

FISCAL NOTE (3) [A] Mrosto [vj fiscal impact wms ] appropriation no FN
[ 1 new [ Jupdated [ ] previous
[ ] same as previous fiscal note(s) published

MEMBERS SIGNING DO PASS OTHER

] Committee Backup attached



STATE OF ALASKA
1989 LEGISLATIVE SESSION

FISCAL NOTE
REQUEST
Revision Date: February 27. 1989 Agency Affected: Revenue. Education. C&RA
Title: Disapproving Fbks No. Star BRU: 011 & Gas Audit. K-12 Support
Borough Annexation
Binkley and Adams Components: Operating. Foundation Support

Requestor: Senate Finance

EXPENDITURES/REVENUES: (Thousands of Dollars)
I FY 89 I FY 90 I Fy 91 I FY 92 I FY 93 I FY 94

OPERATING

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LANDS & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING

| CAPITAL
| REVENUE

- —— ———— — m —

FUNDING: (Thousands of Dollars)
GENERAL FUND

J FEDERAL FUNDS
| OTHER

J TOTAL
POSITIONS:

| FULL-TIME

| PART-TIME

I TEMPORARY

ANALYSIS:
Notes: 1. Combined fiscal note - by Dept, of Education, C&RA, and Revenue.
2. Adoption of resolution - passage would leave projected GF revenues unchanged.
*3. Fiscal Impact - see attached analysis.
Prepared By: Royce Weller & Jlm Plasman Phone: 465-2300 or 4750
Division: Date: 2-27-89

Approved by Commissioner: Hugh Ma
Agency: Department of Revenue

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget

Impacted Agency(les)
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AUUJULUII L QW X7 annexation) would leave projected GF revenues unchanged
Hence, this resolution carries a zero fiscal impact.

Failure to Adopt Resolution
(4 possible revenue impacts)

It must be noted up front that while the general fund impacts are real and quantifiable the
timing (which fiscal year 1is impacted) of their impacts 1is open to question. This 1issue- at
the requst of the Senate Finance Committee- has been submitted to the Attorney General®s
office for review and comment (see attached memo).

In light of the above issue, four fiscal impact scenarios have been developed.

Scenario 1

Property taxed by municipality March 5, 1989. Municipal tax payment made on or before June

30.
FY 89 FY 90 FY 91 FY 92 FY 93 FY 94

Rev (2.119.9) (1.981.2) (1,842.5) (1.713.5) (1,593.6) (1,482.0)

Educ. 0 0 695.5 650.0 604.5 562.2

Total (2.119.9) (1.981.2) (1,147.0) (1.063.5) (989.1) (919.8)

Scenario 2

Property taxed by municipality March 5, 1989. Municipal tax payment made after June 30.

FY 89 FY 90 FY 91 FY 92 FY 93 FY 94
Rev (2.119.9) (1,981.2) (1.842.5) (1,713.5) (1,593.6)
Edur 0 695.5 650.0 604.5 562.2
Total (2.119.9) (1,285.7) (1.192.5) (1,109.0) (1,031.4)

page 2 of 3



ot fiv 338

- j \Y,
Property taxed by municipality January 1, 1990, Municipal tax payment made on or before June
30.
FY 89 FY 90 Fy 91 Fy 92 FY 93 FY 94
Rev 0 (1,981.2) (1,842.5) (1,713.5) (1,593.6) (1,482.0)
Educ. 0 0 0 650.0 604.5 562.2
Total 0 (1,981.2) (1,842.5) (1,063.5) (989.1) (919.8)

Scenario 4

Property taxed by municipality January 1, 1990. Municipal tax payment made after June 30.

FY 89 FY 90 FY 91 FY 92 FY 93 FY 94
Rev 0 0 (1.981.2) (1.842.5) (1,713.5) (1,593.6)
Educ. 0 0 0 650.0 604.5 562.2
Total 0 0 (1.981.2) (1.192.5) (1,109.0) (1,031.4)

page 3 of 3
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Introduced:" 1/31/89 n

Referred: Community and Regional
} Affairs and Finance
-iF -
IK THE SENATE BY BINKLEY AND ADAMS

SENATE JOINT RESOLUTION NO. 19
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
Disapproving the Local Boundary Commis—
sion recommendation for annexation of
territory to the Fairbanks North Star
Borough.
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS, wunder art. X, sec. 12, Constitution of the State of Alaska,
the Local Boundary Commission has presented to the legislature 1its rec-
ommendation dated January 18, 1989, entitled "Annexation to the Fairbanks
North Star Borough™; and

WHEREAS a recommendation of the Local Boundary Commission presented to
the legislature becomes effective 45 days after presentation or at the end
of the session, whichever 1is earlier, unless disapproved by a resolution
concurred in by the majority of the members of each house;

BE IT RESOLVED by the Alaska State Legislature that the recommendation
of the Local Boundary Commission dated January 18, 1989, and entitled

"Annexation to the Fairbanks North Star Borough"™ 1is disapproved.



Senator Johne Binkley

Senate Finance Committee
P.O. Box V = Juneau, Alaska 99811 « (907) 465-4985

Finance Committee
Co-Chairman

SENATE JOINT RESOLUTION NO. 19

Senate Joint Resolution No. 19 1is an action to disapprove of the
recommendation of the Local Boundary Commission to allow the
Fairbanks North Star Borough to annex an uninhabited area of
approximately 216 square miles which abuts the current northwest
border of the Borough. The proposed annexation contains Pump
Station 7 and attendant pipeline with an assessed value of
$162,600,000, and will allow the FNSB to collect property taxes,
which would otherwise go to the State of Alaska, in excess of
$1,900,000 per year. Under State law, the Local Boundary
Commission must submit its recommendations to the Legislature no
later than the 10th legislative day and the Legislature then has 45
days to disapprove of the recommendations or the actions take
effect. The Local Boundary Commission recommendation should be
rejected by the Legislature for a number of reasons.

1. The FNSB Annexation Fails to Meet the Criteria for Annexation.
The LBC has eight standards by which to allow an annexation and, by
the staffs own admission, this annexation fails to meet the first
seven. The only standard cited by the LBC 1is a vague reference to
their action meeting a "valid public purpose”. This public purpose is
described as "enhancing the tax base of the borough™. In fact,
according to the Acting Chairman of the LBC, the Commission took its
action because "we think there"s a lot of inequities in the state
funding programs in school funding and revenue sharing. Approving
the annexation is one way to flag the problem.” There is absolutely
no justification for the LBC to take upon itself the deliberation of
equitable funding among the political sub-divisions of the state: that
task belongs to the legislature.



2. The FNSB 1is not Deficient in Taxable Property

Even if the LBC had jurisdiction to make revenue allocations to local
government under the guise of annexation, the FNSB 1is not a very
good candidate for their largesse. The LBC points out that the FNSB
has a lower per capita valuation than the average borough and they
are correct. What the LBC does not point out, however, is that the
overwhelming majority of people in the state live in boroughs which
have less per capita valuation than the FNSB does. For example, even
without annexation the FNSB has a per capita tax valuation of
$49,917, which compares with $44,014 for the Municipality of
Anchorage, $45,192 for the City and Borough of Juneau, and $38,178
for the Kodiak Island Borough. Apparently, the position of the LBC 1is
that these boroughs which already have a lower per capita valuation
than the FNSB should sacrifice another $1,900,000, so that the gap
can be even greater.

3. The LBC Recommendation 1is not Supported by a Majority of the
LBC Commissioners.

The LBC recommendation in favor of the annexation is seriously
flawed due to a lack of adoption of formal operating procedures by
the Commission. Originally, the LBC recommended the annexation on
a 3-1 vote. Subsequently, the Commission has voted 3-1 to
reconsider their action; deadlocked 2-2 to on recommending the
annexation to the Legislature; voted 3-1 to reconsider that action;
again supported the annexation on a 3-1 vote; and, finally, voted 2-2
to again reconsider their action. The Chair has ruled, contrary to
Legislative practice and on no established practice of the Commission,
that motions for reconsideration require a majority. At this point it
is fairly clear that the annexation is supported by only two members
of the Commission, which has prompted the Department of
Community and Regional Affairs to write to the Commission saying
"I find it disturbing that at this point, the matter has been decided on
the basis of parliamentary procedure. To my knowledge, there has
never been an instance where the Commission has submitted a
recommended boundary change to the legislature which has not been

supported by a majority of the members.™ The Department further
stated, "I respectfully urge the Commission to formally reconsider its
approval of the petition for annexation by the Fairbanks North Star
Borough.™ The Acting Chairperson refused to allow a re-vote on the

recommendation itself and again required a majority vote on the
issue of the reconsideration, thus frustrating the C&R A request.

4, The LBC Recommendation Ignores Legislative Intent.
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The 1988 legislature passed Legislative Resove No. 52 which states:
"Be it further resolved that the Local Boundary Commission is
requested to postpone borough annexation procedures until after
December 1, 1989, in an area where the formation of an organized
borough is being studied if a person residing in the area proposed to
be annexed and involved in the organization effort requests the
delay.” In this instance the area proposed for annexation is
uninhabited, but it lies within the Yukon Flats REAA which is the
subject of an organizational study. The Department of Community
and Regional Affairs has determined that, because of provisions of
law limiting the amount of property a borough may tax, there is an
excess of property in the Yukon Flats REAA and, therefore, the
viability of a borough co-terminous with the REAA would not be
diminished by the proposed annexation. While this is true, it does
not take into account a borough with a configuration much larger
than the Yukon Rats REAA. The Tanana Chiefs Conference is
currently considering such a borough and to allow this annexation to
go forward may well prevent this action from taking place.

For these main reasons and numerous other public policy
considerations the proposed annexation should be rejected by the
Legislature.



STATEMENT
BY
REPRESENTATIVE NIILO KOPONEN

I am submitting this statement iIn opposition to SJR 19
disallowing the Fairbanks North Star Borough®"s proposed
annexation of Pump Station 7 for insertion into the written
record since | note that no one has written from personal
interest In and knowledge of the area iIn question.

My wife and | resided on the Elliott Highway in the early
1950"s and knew nearly all of the "old-timers”™ who lived along
and traveled on that road. At that time the entire area up to
and including Livengood was an integral part of the social and
economic unit that constituted the Fairbanks Mining District.
As mining declined (and people aged) many moved their
residences iInto Fairbanks itself.

With the "oil boom™ economic activity expanded, but Fairbanks
remained the core of the area. When we organized the Chena
Goldstream Volunteer Fire Department, we undertook to provide
emergency medical services along the Elliott Highway from
CGVFD Station #1 located on Goldstream Road east of Fox.
Indeed, the CGVFD went on one record breaking run up the Haul
Road itself - a 385 mile run to Atigun Pass and back to rescue
an injured truck driver, when the weather did not permit a
helicopter rescue* This service was provided by a combination
of volunteer effort by Borough residents, grants and iInsurance
billing and ended for the area under consideration when our
insurance carrier refused to cover us for areas beyond the
Borough boundary. The CGVFD currently will go up to the
,Borough line, but any pump station employee injured further
out will have to crawl back on their own as Alyeska Pipeline
Service Company will only provide emergency medical assistance
to company personnel injured on company property during their
workshift. My authority for that statement is fellow Chena
Goldstream volunteer Bob Betts, formerly employed by Alyeska
as a paramedic/security guard who currently resides i1n Juneau.
Should the annexation proceed, emergency service will be
resumed along that hilly and dangerous stretch of road.

The area to be annexed is not large. The pump station is
about ten miles north of the current boundary and it"s 36
employees reside within the current Borough boundaries. The
original directive to the Boundary Commission after statehood



provided that proper planning and control of river drainages
should be a priority: the Tatalina River flows into the
Borough and is fed by 0"Brien, State and Globe Creeks within
the proposed annexation area.

I hold that the weight of historical, social, economic and
land use planning information supports this annexation and

that it should be allowed to proceed. I was involved in
supporting the very beginning of the Alaska Native Land Claims
movement and have continued that support. I know of no way 1in

which this annexation is counter to the interests or
aspirations of Alaska®™s rural residents.
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