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r e s e r v e  fund,

te) A n  a p p r o p r i a t i o n  f r o m  the b u d g e t  r e s e rve fund m a y  be made 

u p o n  a f f i r m a t i v e  v o t e  of tw o-t h i r d s  of the m e m b e r s h i p  of each h ouse of 

the l e g i s l a t u r e  to meet a d i s a s t e r  e m e r g e n c y  d e c l a r e d  b y  the g o v e r n o r  

as p r e s c r i b e d  b y  law. A n  a p p r o p r i a t i o n  f r o m  the b u d g e t  r e s e r v e  fund 

to the p r i n c i p a l  of the p e r m a n e n t  fund m a y  be m a d e  at a n y  time.

S E C T I O N  32. REPEAL. Sections 29 - 31 of A r t i c l e  X V  are r e p ealed  

Ju l y  1,  1996 .

* Sec. 2. The am endment p r o p o s e d  by this r e s o l u t i o n  shall be placed 

be f o r e  the v o t e r s  of the state at the next g e nera l e l e ction in c o n f o r m i t y  

wi t h  art. XIII, sec. 1, C o n s t i t u t i o n  of the State  of Alaska, and the e l e c­

tion laws of the state.
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S e n a t e .  J u d i c i a r y  C o m m i t t e e

F eb ru ary  13, 1990 

MEMORANDUM

TO: Senate  F inance C om r*ittee M em bers

FROM: Senator Jan

SUBJECT: A m endm ents to C S/SSSJR  5 (f:v\)

A t the com m ittee 's  w ork session on expend itu re  lim it leg isla tion , two 
issues w ere d iscussed  on w hich I w ant to  report: fisheries tax
en h an cem en t rece ip ts  and lease-p u rch ase  o b lig a tio n  paym ents. T he 
issue  ra ised  w as i f  these two item s w ere included  or excluded under 
the  ex p en d itu re  lim it.

FISHERIES ENHANCEMENT TAX

A ccord ing  to L egal Services, the salm on enhancem ent tax, p ro jected  
to generate $7 ,551,500 in  FY 91, w ould be included  under the lim it 
as cu rren tly  d rafted . An am endm ent (a ttached) to the p roposed  
com m ittee  substitu te  w ould be necessary  to  exc lude  this tax from  the 
lim it. M em os from  Legal Services addressing  this issue are also 
a t ta c h e d .

LEASE PURCHASE DEBT

A ccord ing  to the D epartm ent o f R evenue, bond ra ting  en tities 
con sid e r lease obligations, such as that fo r the Sew ard p rison  and 
Palm er courthouse, to  be deb t ob ligations o f the state . As the 
ex p en d itu re  lim it is curren tly  d rafted , a lease  p u rchase  financing  
ob ligation  w ould be included under the lim it. I f  the  com m ittee 
desires to exclude th is ob ligation  from  the lim it, an am endm ent doing 
so is attached . I have also a ttached  o ther background in fo rm ation  on 
the issue.

Post Office Box V • Juneau, Alaska 99811
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O F F E R E D  IN T H E  S E N A T E

TO: C S S S S J R  5 ( )

A M E N D M E N T

4 * * i

A D o P T Z b
SfC:
3 f KweiL; Ho eb'j

BY SEN. FAIKS

I

Page 2, line 2, a f t e r  "fund,":

Insert " a p p r o p r i a t i o n s  of r e v e n u e  d e r i v e d  f r o m  a tax that has b e e n  

ap p r o v e d  b y  a vote of the t a x p a y e r s , "

-1- 2/8/90
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O F F E R E D  IN T H E  SENATE

TO: C S S S S J R  5( )

A M E N D M E N T

Z lD o p rtp  
S F C :  >//3/^>

8F/ )\p rloj

BY  SEN. FAIKS

Page 2, a f t e r  line 6:

I n s e r t  " a p p r o p r i a t i o n s  to pay o b l i g a t i o n s  of the State or a public 

a u t h o r i t y  or c o r p o r a t i o n  of the State u n d e r  l e a s e - p u r c h a s e  a g r e e m e n t s , "

-1- 2/ 8/ 90



SUBJECT:

TO:

FROM:

Salmon E n h a n c e m e n t  T a x  - a p p l i c a t i o n  of 
a p p r o p r i a t i o n  limit (CSSSSJR 5( ))

Senator Jan Faiks

T a m a r a  B randt C o o k / D ^
Di r ec tor 'yr
Di v i s i o n  of L e g a l  Services

IU N E A U  ALASKA 5 5 8 '  I 
507 Jfc5 3600

LEGISLATIVE AFFAIRS AGENCY
F e b r u a r y  8, 1990

Y o u  h a v e  a s k e d  h o w  the a p p r o p r i a t i o n  limit in draft CSSSSJR 
5( ) w o u l d  a p p l y  to salmon e n h a n c e m e n t  taxes c o l l e c t e d  under 
A S  43.76.010 - 43.76.030. In m y  o p i n i o n  these taxes w o u l d  
be i n c l u d e d  w i t h i n  g e ner al funds and approp r i a t i o n s  of these 
tax r e v enues w o u l d  app ly t o w a r d  that limit. A S  43.76.025(c) 
makes it clear that the taxes are state revenues in the 
ge n e r a l  funds, subject to appropriation.

(c) The salmon e n h a n c e m e n t  tax c o l l e c t e d  under AS 43.- 
76.010 - 43.76.030 shall b e  d e p o s i t e d  in the general 
fund. The l e gislature  m a y  m a k e  a p p r o p r i a t i o n s  b a s e d  on 
this r e v e n u e  to the D e p a r t m e n t  of C o m m e r c e  and Econ omic 
De v e l o p m e n t  for the p u r p o s e  of p r o v i d i n g  f i n a ncing for 
qu a l i f i e d  r e g ional  associations. T h e  legi slature may 
b a s e  an a p p r o p r i a t i o n  for a q u a l i f i e d  r e g io nal a s s o c i a­
tion opera t i n g  w i t h i n  a r e g i o n  d e s i g n a t e d  u n d e r  A S  16.- 
10.375 on the v a l u e  of the fishe r i e s  resources caught 
in that r e g i o n  r a t h e r  than the v a l u e  of the fisheries 
resou r c e s  sold in that r e g i o n  if those values differ.

T B C :lmb 
L 9 / 1 0 9



P O U C H Y  S r /WE  C A P lT O l  
JUNEAU . A I A S K A 9 0 8 1 ! 

<507 465-3800™  I L l E S O m T I M
LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  F e b r u a r y  8, 1990

SUBJECT: Asse ss m e n t  on Sale of Sa lmon - - S p e n d i n g  Limit
( C S S S S J R 5 ( ))

TO: Senator Jan Faiks

FROM: T a m a r a  Brandt Cool*■/■%[)
D i r ector \vs-y
D i v i s i o n  of L egal Services

Y o u  have asked h o w  revenue g e n e r a t e d  under A S  16.10.540 
w o u l d  be t r eate d u n d e r  the draft CSSSSJR5( ) establishing a 
c o n s t i t u t i o n a l  a p p r o p r i a t i o n  limit. AS 16.10.540 provides:

Sec. 16.10.540. V O L U N T A R Y  A S S E S S M E N T  O N  SALE OF 
SALMON.

(a) A n  a s s o c i a t i o n  of persons w h o  h o l d  entry permits 
u n d e r  AS 16.43, w h i c h  consists of at least 51 per cent 
of the persons h o l din g en try per mits and actively parti 
cipatin g in a fishery to be b e n e f i t e d  by a h a t c h e r y  
program, m a y  levy and collect an assessment from among 
its m e m b e r s  for the p u rp ose of securing and repayi ng a 
loan m a d e  u n d e r  AS 16.10.510.

(b) U p o n  s a t isfac tory d e m o n s t r a t i o n  to the commission er 
that an assess ment levied u n d e r  this section m a y  r e a­
sonably be r eli ed upon to secure and repay a loan to be 
m a d e  u n d e r  AS 16.10.510, the c o m m i s s i o n e r  m a y  m a k e  the 
loan.

(c) [Repealed, sec. 33 ch 14 S L A  1987.]

The m o n e y  r a i s e d  through this v o l u n t a r y  assessme nt comes 
f r o m  p u r e l y  p r i v a t e  sources and is p l e d g e d  to the state to 
secure a loan, b ut the m o n e y  is not state revenue subject to 
a p p r o p r i a t i o n  b y  the legislature. The individuals in volved 
e ither raise the m o n e y  through a s sessments and m a k e  payments 
on the loan or default on the loan. In n e i t h e r  case m a y  the 
state a p p r o p r i a t e  m o n e y  f r o m  these individuals. Since the



Se n a t o r  J a n  Faiks
O

m § m

a p p r o p r i a t i o n  limit applies only to appropriations, i 
c o n c l u s i o n ^ t h a t  it has no a p p l i c a t i o n  w i t h  res pect to 
r e v e n u e  r a i s e d  through assessment s u n d e r  AS 16.10.540

T B C :p 1 
W K P 2 / 0 1 3
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JAN  FAIKS 
POST OFFICE BOX V 

JU NEAU , ALASKA 99B11

JUD IC IARY
CHAIRM AN

907-465-4523

Senate

F ebruary  2  , 1990

MEMORANDUM

ai

TO: Senate  F inance C om m ittee M em bers

FROM: Senator Jan

SUBJECT: Changes to Proposed uFinance CS to SS SJR 5

T he changes reflected  in the February 1, 1990 proposed F inance CS 
for SS SJR 5 are as follows:

Page 1. line 29 and Page 2. lines 1 - 10:
• C larifies  the  appropriations spec ifica lly  excluded from  the 
E x pend itu re  L im it as:

A p p ro p ria tio n s  to the perm anen t fund 
A p p ro p ria tio n s  to pay  p erm anen t fund  d iv idends 
A p p ropria tions to the budget rese rv e  fund 
A p propria tions o f general ob liga tion  and revenue  bond 

p ro c e e d s ;
A ppropria tions requ ired  to pay  p rin c ip a l and in te re st on 

general ob ligation  and revenue bonds issued  by the state;
A pprop ria tions to pay  p rinc ipa l and  in te re st on general 

ob ligation  bonds issued  by a m unicipality  fo r school construction ;
A ppropriations o f m oney from  a non-S ta te  source in trust for a 

sp ec ific  purpose;
ie. fe d e ra l fu n d s  

A ppropriation  of revenue o f a public  au thority  or corporation  
of the sta te  that issues revenue bonds;

ie. AH FC, AID E A , M unicipal B ond  Bank, A laska Energy  
A u th o r ity , revenue rece ived  fro m  A laska  E n erg y  A u th o rity  fo u r  dam  
p o o l p a y m e n ts

3111 C STREET

OUT OF SESSION 

ANCHORAGE. ALASKA 99503 907-561-7610
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A ppropria tion  o f revenue o f a S tate  program  under w hich 
rev en u e  bonds are  issued .

ie. F a irbanks and  A nchorage a irports

Page 2. line 11:

• A ppropria tions sub jec t to the lim it are those from  the "general
fund" (p rev io u sly  "from  the treasury");

Page 2. line 15:

• In calcu lating  the L im it fo r FY 93 - 96, adds language "that was
subjec t to the lim it under this subsection" to c larify  that i f  the 
L eg isla tu re  votes to  exceed  the L im it one year, in calcu lating  the 
L im it fo r the next year you use the p rio r year's  L im it as the base 
from  w hich you calcu late  a 1% decrease, no t the p rio r year's  L im it 
p lus the increased  spending as the base;

Page 2. line 22:

• C hanges "natural d isaster"  to "d isaster em ergency"

Page 3. line 29:

C hanges "natural d isaster"  to "d isaster em ergency"



Spending Limit and Budget Reserve Fund * Options

To T igh ten  Lim it To Loosen LimitAs C urrently  D rafted

• Reduce base year am ount so less than 2.3 billion 
<* Require by FY 96 that state spending  be gradual) 
reduced to a specified level

• Increase base year am ount above $2.3 billion
• Allow increases each fiscal year for inflation 

11 • Allow increases for population grow th
11 • Allow increases based  on the change in 
I I personal incom e averaged over the last 3 years

• A ppropriations for FY 92 - 96 can no t exceed 
$2.3 billion

• Eliminate from the list any of the non-general 
fund appropriations so count as spending under 
the Limit:

T oP F
To m eet a natural disaster 
To the Budget Reserve Fund

A dd  to the list of exclusions:
G.O. Debt (95.6 in FY 91) 
o r all debt (school debt, lease paym ents and 

general obligation: 215.5 in  FY 91)

A ppropriations excluded under the Limit are: 
To the Perm anent Fund 
For dividends
To the Budget Reserve Fund 
To m eet a natural disaster 
Revenue bond  proceeds 
Revenues from  non-state sources

• S u p p lem en ta l will no t count under the lim it 
as to how  m uch can be spent that fiscal year

Require a 3 /4  vote 
Eliminate this option

Require a m ajority vote® A 2 /3  vote of each H ouse is required to exceed 
the Limit

Eliminate this optionLimit 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

Ail deposited in Budget Reserve FundAll deposited in the Perm anent Fund

Senator Jan Faiks



Limit and Budget Reserve Fund - Options
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Spi

As C itfrently D rafted
All w indfalls and  settlem ents go in to  the Budget 

Reserve Fund

BUDGET RESERVE FUND

• If revenues are less than the am ount w hich can 
be spent u nder the Limit:

By a 2 /3  vote of each H ouse Legislature can 
appropriate  from  the BRF:

an  am ount u p  to the Limit o r 25% of the BRF 
balance, w hichever is less

t

• M oney from  the BRF can be appropriated  to 
m eet a state disaster

REPEAL

• All the provisions sunset on July 1,1996

j To T ighten  Lim it To Loosen Limit
|  • All goes in to  Perm anent Fund J  
f« Split 50 /50  betw een PF and Budget Reserve |

|  •  H ave a m echanism  to spend som e of it

1

1 1 
|  • Require a 3 /4  vote | ! •  Require a m ajority vote

:v jp
§ • Reduce percent balance of fund  which can 
|  appropriate

|  •  N o  percentage of balance limit so can approp­
ria te an  am ount up  to the Limit

Eliminate provision

• H ave no sunset provision H ave sunset earlier than 1996

Senator Jan Faiks



S t a t e  o f  A l a s k a
O ffic e  o f  the G o ve rn o r

Division of Policy

M E M O R A N D U M' ■ . .

Senate Finance Committee DATE: February 2,1990

f r o m : Brad Pierce
Chief Analyst

s u b j e c t: Fiscal Impacts of SJR 5

PHONE: 465-3568

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 in projected budget growth with and without SJR 5 as written 
($2.3 billion FY 92 base and a 1 %  annual decrease in the 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 in the limit through FY 96.



] Projected Fiscal Impact
nf Q  I P  rof SJR 5

FY 1992-FY 1996 
(Millions of Nominal Dollars)

Revenues 1 9 9 2 1 9 9 3 1 9 9 4 1 9 9 5 1 9 9 6

t
Fall Forecast Unrestricted 
General Fund Revenue 2,416.1 2,435.2 2,460.7 2,375.8 2,209.0

Expenditures (2,300.0) (2,277.0) (2,254.2) (2,231.7) (2,209.4)

Reserve Balance1 116.1 283.6 512.8 697.9 753.3

Real Spending (FY 91 dollars) (2,195.7) (2,075.2) (1,961.2) (1,853.6) (1,755.1)

Percent Change in Reai 
Spending From Previous; Year (11.3%) (5.5%) (5.5%) (5.5%) (5.3%)

Cumulative Four Year Change in Real 
Spending From Gov’s Proposed FY 91 
Budget (29.1%)

Notes: Reserves are deposited into the Reserve Fund at the end of each fiscal year and the balance earns 8% interest. 
Inflation assumptions are based on the DOR Fall Revenue Forecast mid-case scenario.
FY 91 appropriations subject to the limit = $2,476.7.

Office of the Governor, Division of Policy. 
2/2/90



Loans

Special Appropriations - Oil Fund

$2.344.0 $2,419.3 "$2,639,1Funds $2,601,4

Five Year Fiscal Plan Detail 
FY 91 - 95

(Millions of Nominal Dollars)

Actual Authorized Proposed Projected Projected Projected Projected
Budoet ($Millions) FY 88 FY 89 FY 90 FY 91 FY 92 FY 93 FY 94 FY 95

Operating Subtotal 1,911.3 1,991.5 2,036.7 2,183.1 2,265.8 2,322.1 2,388.2 2,461.3
Education 454.3 470.8 490.8 558.8 586.0 606.1 629.5 659.9
School Debt Retirement 109.5 109.5 107.8 107.8 131.5 131.5 131.5 123.8
Longevity Bonus 50.6 53.3 56.5 59.4 62.6 65.8 69.0 72.4
H&SS Transfer Payments 1C3.0 115.0 133.2 166.5 198.1 229.8 267.6 312.7
Power Cost Equalization 15.0 16.8 19.4 18.4 20.8 21.4 22.4 23.5
Municipal Asst. & Revenue Sharing 96.9 96.9 91.0 91.1 91.0 91.0 91.0 91.0
Other Senior Tax Relief, Shared Taxes 20.5 23.6 32.1 31.7 26.4 27.1 27.8 28.6
University 137.6 154.2 159.4 163.2 163.2 163.2 163.2 163.2
Courts 37.9 39.0 39.5 40.3 40.3 40.3 40.3 40.3
Legislature 26.7 29.5 30.8 31.2 31.2 31.2 31.2 31.2
Operating Agencies 856.3 882.9 876.2 914.7 914.7 914.7 914.7 914.7

General Obligation and Other Debt 147.9 135.5 132.5 95.5 68.2 59.7 33.9 23.1

Capital Projects 173.4 127.1 132.8 100.0 100.0 100.0 100.0 100.0

Notes: Under the Operating Budget subtotal, the Education entry includes formula distributions only. The Other category includes Fisheries 
Enhancement Tax distributions ($10.5 million in Fy 90), Shared Taxes ($18.6 million) and SeniorTax Relief ($3 million).
FY 90 budget totals include only authorized expenditures, they do not include supplemental.

Sources: Division of Budget Review and various state agencies.

Office of the Governor, Division of Policy 
2/2/90



m mScenario 1: $2.3b Limit, l%  Annual Decrease

Table 3

Projected Budget Growth vs. SJR 5 Limit

F is c a l Y e a r 1 9 9 0 1 0 9 1 1 9 9 2 1 9 9 3 1 9 9 4 1 9 9 5 1 9 9 6

P ro je c t e d  B u d g e t
Unrestricted General 
Funds
Other General Funds

2 ,3 44 .0
1 52 .9

2 ,4 1 9 .3
152 .9

2 ,4 3 8 .8
152 .9

2 ,4 8 6 .6
1 5 2 .9

2 ,5 2 6 .9
152 .9

2 ,5 8 9 .2
1 52 .9

2 ,6 3 9 .2
152 .9

Minus General Obligation Debt (1 2 0 .3 ) (9 5 .5 ) (6 8 .2 ) (5 9 .7 ) (3 3 .9 ) (2 3 .1 ) (2 1 .5 )

Tota l Subject to Limit 2 ,3 7 6 .6 2 ,4 7 6 .7 2 ,5 2 3 .5 2 ,5 7 9 .8 2 ,6 4 5 .9 2 ,7 1 9 .0 2 ,7 7 0 .6

S J R  5  L im it 2 .3 0 0 .0 2 .2 7 7 .0 2 .2 54 .2 2 .2 3 1 .7 2 .2 0 9 .4

Difference Between Pro jected and 
SJR  5 Limited Budget 2 23 .5 3 0 2 .8 3 9 1 .7 487 .3 5 61 .2
Annual Decrease in Spending Under 
SJR  5 Limit 2 23 .5 2 3 .0 2 2 .8 22 .5 22 .3

Office of the Governor, Division of Policy. 
2 / 1 / 9 0

Page 1



. . . .  ..... . . .  . . . . . . . . .I  Scenario 2: $2.4b Limit, 2%  Annual Decrease

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

F is c a l Y e a r 1 9 9 0 1 9 9 1 1 9 9 2 1 9 9 3 1 9 9 4 1 9 9 5 1 9 9 6

P ro je c t e d  B u d g e t
Unrestricted Genera) 
Funds
Other General Funds

2 ,3 44 .0
1 52 .9

2 ,4 1 9 .3
152 .9

2 ,4 38 .8
152 .9

2 ,4 8 6 .6
1 52 .9

2 ,5 2 6 .9
1 5 2 .9

2 ,5 8 9 .2
1 52 .9

2 ,6 3 9 .2
1 52 .9

Minus General Obligation Debt 

Total Subject to  Limit

f 120.31 f95.51 168.21 159.71 (33.91 (23.11 (2 1 .5 )

2 ,3 7 6 .6 2 ,4 7 6 .7 2 ,5 23 .5 2 ,5 7 9 .8 2 ,6 4 5 .9 2 ,7 1 9 .0 2 ,7 7 0 .6

S J R  5  L im it 2 .4 00 .0 2 .3 5 2 .0 2 .3 0 5 .0 2 .2 5 8 .9 2 .2 1 3 .7

Difference Between Pro jected and 
S JR  5 Limited Budgets 123 .5 227 .8 3 4 0 .9 460 .1 5 5 6 .9

Annual Decrease in Spending Under 
SJR  5 Limit 123 .5 4 8 .0 4 7 .0 46.1 4 5 .2

Office of the Governor, Division of Policy. 
2 / 1 / 9 0

Page 1



JUD IC IARY
CHAIRM AN

907-465-4523

Senate

JAN  FAIKS 
POST OFFICE BOX V 

JU N EAU . ALASKA 99811

January 31, 1990

MEMORANDUM

TO:

FROM:

SUBJECT:

S enato r Johne  B inkley , C o-C hairm an 
Senator R ick U eh ling , C olC hairm an 
S enate  F in a n c p ^ o w m itte fe

r
T

Senator Jan  F a ik s ,.

I
Proposed F inance 
E xpend itu re  L im it

V
om)nilittee  S ubstitu te  for SSSJR  5 - 
and B udget R eserve Fund

A ttached is a p roposed  F inance C om m ittee Substitu te for Senate  Jo in t 
R esolu tion  5.

M ajor changes in  the bill are:
• E lim in a tio n  o f sections addressing  d istribu tion  of 

P erm an en t F und  earn in g s;
C reation o f  an E xpenditure L im it w hich sets a F Y  92 base 

year o f $2.3 b illion  w ith a  1% decrease from  the prior year's lim it for 
FY 93 through 96;

• All revenues above the E xpenditu re  L im it, includ ing  
w indfalls  and se ttlem en ts , shall be deposited  in to  the B udget R eserve  
F u n d .

A ttached is a sectional analysis o f  the bill as w ell as a chart 
illu stra tin g  how  the E x p en d itu re  L im it w ould w ork in  re la tionsh ip  
w ith p ro jected  revenues. I w elcom e any questions you and  the 
com m ittee  m ay have.

T hank  you.

OUT OF S E S S IO N

3111 C  STREET ANCHORAGE. ALASKA 99503 907-561-7610



Sectional Analysis 
Proposed Finance CS for SSSJR 5

Section 1. A dds the follow ing new  sections to  A rticle X V  of the 
C o n stitu tio n  (T ra n s itio n a l M easu res):

S E C T IO N  29. D E D IC A T E D  FU N D S.

E x p e n d itu re  L im it  and B u d get R e serve  F u n d

(a )  Suspends cu rren t co n s titu tio n a l section  dea lin g  w ith  D ed ica ted  
Funds from  Ju ly  1, 1991 through June 30, 1996;

(b )  Perm its  ded ication  o f funds under the E xpend itu re  L im it and 
B udget R eserve  Fund;

S E C T IO N  30. E X P E N D IT U R E  L IM IT .

(a) Suspends cu rren t co n s titu tio n a l A ppropriation  L im it from  Ju ly  1, 
1991 th rough  June 30, 1996;

(b) Excluded from  the L im it are:
A p p ro p ria tio n s  to the  p e rm an en t fund
A p p ro p ria tio n s  to pay  p erm an en t fund d iv idends
A p p ropria tions to the  b u d g e t reserv e  fund 
A ppropriations to pay  p rinc ipa l and in terest on G .O . bonds by

the  sta te  or m unicipality  fo r construction  o f schools 
A p p ro p ria tio n s  o f rev en u e  bond  p ro ceed s 
A pprop ria tion  o f m oney from  a n o n -sta te  source

A ppropriations for FY  92 m ay not exceed $2.3 billion;

A ppropriations for fiscal years 93 th rough 96 m ust be 1% less
than the am ount appropria ted  the p rio r year;

(c )  T he L im it m ay be exceeded:
U pon a 3 /4  vote o f each  house of the leg isla ture;
U pon a 2/3 v o te  to m eet a natural d isaster declared  by the 

G o v e rn o r;

(d )  A ll revenues above the lim it shall be deposited  in the budget 
re se rv e  fund ;

Senator Jan Faiks - February 1, 1990



...
(e )  M oney received  from  a se ttlem en t o r the re su lt o f  litig a tio n  
concern ing  m inera ls  and ro y a ltie s  shall be  deposited  in the  budget 
re se rv e  fu n d .

SECTION 31. BUDGET RESERVE FUND.

(a) A pplies from  Ju ly  1, 1991 through Ju n e  30 , 1996;

(b )  In add ition  to revenues in excess o f the E xpend itu re  L im it and 
m oney resu ltin g  from  se ttlem en ts  and  w in d fa lls , o ther 
ap p ro p ria tio n s  m ay be m ade to  the  budget rese rv e  fund;

(c) M oney in the fund shall be invested  and its  earn ings re ta ined  in  
the fund;

(d )  I f  rev en u es  are less than  the am ount w hich  can be app ropria ted  
during  a fiscal year, the L eg is la tu re  m ay appropria te  m oney from  
the fund up to the am ount perm itted  under the L im it or 25%  o f the 
fund 's  balance, w hichever is less;

(e) A n appropria tion  from  the fund m ay be m ade:
U pon 2/3 vote o f  each house fo r a natural d isaster declared  by 

the G overnor;
T o th e  p rin c ip a l o f the  perm an en t fund.

SECTION 32. REPEAL.

The above sections sunset on Ju ly  1, 1996.

Section 2 .
T he am endm ent shall be p laced  befo re  voters a t the nex t general 
e le c tio n .

Senator Jan Faiks - February 1, 1990
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How Expenditure Limit Would Work
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w m m tm § 1 1 1  '
FY Revenues Expenditure To BRF Cum m ulative

j Fall 89 Limit Each Year BRF Balance

92 2,416.1 2,300.0 116.1 116.1
93 2,435.2 2,277.0 158.2 274.3
94 2,460.7 2,254.2 206.4 480.7

| 95 2,375.8 2,231.7 144.1 624.8
96 2,209.0 2,209.4 -.4 624.4

Senator Jan Faiks - February 1, 990
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Proposed Finance CS for SS SJR 5

M oney into Budget Reserve Fund 
• All revenues exceeding Limit

m e  i-Jimi:

• In FY 92, appropriations can't exceed 2.3 billion
• For FY 93 through 96, appropriations must be 
1% less than the amount appropriated the prior 
year, which means:

FY 93 2277.0 
FY 94 2254.2 
FY 95 2231.7 
FY 96 2209.4

Appropriations excluded under the Limit:
• to permanent fund
• to pay permanent fund dividends
• to budget reserve fund
• to pay G.O. debt
• 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

• All windfalls and settlements

If revenues are less:
Legislature can appropriate from the fund:

• an amount up to the limit; or
• 25% of the fund's balance, whichever is

less

Appropriations from the fund may be made:
• 2/3 vote for natural disaster
• To the principal of the permanent fund

Sunsets on

Senator Jan Faiks - February 1, 1990
3 r a  £/'/?£>
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General Funds 1989 Forecast

l / i  h o

L o w  Case M id Case m High Case
Nominal $ Real 1989$ Inflation Rate §111 Nominal $ Real 1989 $ Inflation Rate f|§|| Nominal $ Real 1989 $ Inflation Rate

I f l
- _____  . . i n

FY 90 2005.49 1932.56 3.77 imii 2295.53 2205.33 4 . 0 9 * 2644.96 2527.43 4.65
FY 91 1743.35 1619.04 3.76881 2255.57 2074.82 4.441® 2765.67 2507.62 5.39
FY 92 1860.07 1662.85 3.88 i|§| 2416.08 2121.69 4.75 B 2993.53 2570.96 5.57
FY 93 1813.15 1559.45 3.94 flfl 2435.18 2041.47 4 . 7 5 * 3243.04 2635.29 5.69
FY 94 1813.29 1500.45 3.94 §1111 2460.67 1969.30 4 . 7 5 * 3654.97 2810.13 5.69
FY 95 I75b.96 1397.93 3.94 pjj 2375.81 1815.16 4 . 7 5 * 4094.25 2978.40 5.69
FY 96 1586.66 1214.57 4.0 tipi 2208.96 1614.08 4 . 5 6 * 4310.73 2967.05 5.69
FY 97 1449.40 1066.82 4-O0il 2031.38 1419.59 4.56 I I I 4421.24 2879.28 5.69
FY 98 1332.25 942.88 4 . 0 * 1896.64 1267.63 4.56 i§l 4521.87 2786.28 5.69
FY 99 1202.74 818.47 4.0fil 1752.78 1120.38 4-56§ll 4422.43 2578.30 5.69
FY00 1081.21 707.47 4 . 0 g 1597.27 976.45 4.56HI 4218.40 2326.94 5.69
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S E C T I O N  30. E X P E N D I T U R E  LIMIT. (a) The o p e r a t i o n  of S e ction 16
'ArMv

o f  A r t i c l e  IX is s u s p e n d e d  f r o m  J u l y  1, 1991, t h r o u g h  J u n e  30, 1996, 

a n d  this section appl ies in l i e u  of S e c t i o n  16 of A r t i c l e  IX.

■■k •

6-01611
Cook
1/31/90

O r i g i n a l  s p o n s o r ( s ) : SEN. FAIKS, Jones, Eliason, Fischer, D u n c a n
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T H E  SENATE

CS F O R  S P O N S O R  S U B S T I T U T E  F O R  S E NA TE J O I N T  R E S O L U T I O N  NO, 5 ( )

IN THE L E G I S L A T U R E  O F  T H E  STATE OF A L A S K A  

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

P r o p o s i n g  a n  a m e n d m e n t  to the C o n s t i t u­

tion o f  the State of A l a s k a  establishin g 

t e m p o r a r y  p r o v i s i o n s  r e l a t i n g  to dedi­

cat e d  funds, the e x p e n d i t u r e  limit, and 

the b u d g e t  r e s e r v e  fund; and suspending 

the o p e r a t i o n  of p r o v i s i o n s  r e l a t i n g  to 

d e d i c a t e d  funds and the a ppro p r i a t i o n  

limit.

IT R E S O L V E D  BY THE L E G I S L A T U R E  OF T H E  STATE O F  ALASKA:

* S e c t i o n  1. A r t i c l e  XV, C o n s t i t u t i o n  o f  the State o f  Alaska, is amend- 

by a dd ing n e w  sections to read:

S E C T I O N  29. D E D I C A T E D  FUNDS. (a) T h e  o p e r a t i o n  o f  S e ction 7 of 

A r t i c l e  IX is s u s p e n d e d  f r o m  J u l y  1, 1991, t h r o u g h  J u n e  30, 1996, and 

this s e ct ion applies in lieu of S e c t i o n  7 of A r t i c l e  IX.

(b) The p r o c e e d s  o f  a n y  State tax or license s hall n o t  be d e d i­

cat e d  to any s p e c i a l  p u r pose, e x c e p t  as p r o v i d e d  in S e c t i o n  15 of 

A r t i c l e  IX and Sections 30 a n d  31 of this a r ticle or w h e n  r e q u i r e d  by 

the federal g o v e r n m e n t  f o r  S tate p a r t i c i p a t i o n  in f e d e r a l  programs. 

This p r o v i s i o n  shall n o t  p r o h i b i t  the c o n t i n u a n c e  o f  a n y  dedicati on 

for special purp oses e x i s t i n g  u p o n  the date of r a t i f i c a t i o n  of S e c­

tion 7 of A r t i c l e  IX b y  t h e  p e o p l e  of Alaska.

S E C T I O N  30. :----------------------
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A l a s k a  p e r m a n e n t  fund dividends, a p p r o p r i a t i o n s  to the b u d g e t  r e serve  

fund, a p p r o p r i a t i o n s  of r e v e n u e  b o n d  proceeds, a p p r o p r i a t i o n s  r e q u i r e d  

to p a y  the p r i n c i p a l  a n d  i n t e r e s t  on gene ral o b l i g a t i o n  bonds i ssued 

b y  the State or a m u n i c i p a l i t y  for c o n s t r u c t i o n  of e l e m e n t a r y  and 

s e c o n d a r y  schools, a n d  a p p r o p r i a t i o n s  of m o n e y  r e c e i v e d  f r o m  a 

n o n - S t a t e  s o u r c e  in trust f o r  a spe cific purpose, i n c l u d i n g  revenues 

o f  a p u b l i c  e n t e r p r i s e  or p u b l i c  c o r p o r a t i o n  o f  the State that issues 

r e v e n u e  bonds, a p p r o p r i a t i o n s  f r o m  the t r e asury m a d e  for

(1) f iscal y e a r  1992 m a y  n o t  exceed $2,300,000,000;

(2) f i scal years 1993 - 1996 m a y  not exceed an amount equal 

to one p e r c e n t  less than the a m o u n t  a p p r o p r i a t e d  during the p r i o r  

fiscal year.

(c) D u r i n g  a f i s c a l  y e a r  the l e gi slature m a y  e x c e e d  the e x p e n d i­

ture limit u n d e r  (b) o f  this s e c t i o n  if each bill that exceeds the 

limit is p a s s e d  by a f f i r m a t i v e  v o t e  of

(1) t h r e e - q u a r t e r s  of the m e m b e r s h i p  of each h o u s e  o f  the 

legislature; or

(2) t w o - t h i r d s  of the m e m b e r s h i p  of each h o u s e  of the 

le g i s l a t u r e  a n d  the a p p r o p r i a t i o n  is to m e e t  a State n a t u r a l  disaster 

d e c l a r e d  b y  the g o v e r n o r  as p r e s c r i b e d  by law.

(d) E x c e p t  as p r o v i d e d  in (e) of this section, all m o n e y  r e­

cei v e d  b y  the S t a t e  d u r i n g  a f i s c a l  y e a r  that is subject to the e x p e n­

diture  limit u n d e r  (b) of this section, that exceeds that limit, and 

that is not a p p r o p r i a t e d  u n d e r  (c) of this section shall be d e p o s i t e d  

in the b u d g e t  r e s e r v e  fund.

(e) E x c e p t  for m o n e y  d e p o s i t e d  into the p e r m a n e n t  fund u n d e r  

S e c t i o n  15 of A r t i c l e  IX, all m o n e y  r e c e i v e d  b y  the S t a t e  as a r e sult 

of the t e r m i n a t i o n  t h r o u g h  s e t t l e m e n t  or otherwise, of l i t i g a t i o n  in

State or f e d e r a l  cour t i n v o l v i n g  m i n e r a l  lease rentals 

J R 5 (  J -2-
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r o y a l t y  sale proceeds, a n d  f e d e r a l  m i n e r a l  r e v e n u e  s h a r i n g  p a y m e n t s  

a n d  b o n u s e s  shall be d e p o s i t e d  in the b u d g e t  r e s e r v e  fund.

S E C T I O N  31. B U D G E T  R E S E R V E  FUND. (a) This s e c t i o n  a p p l i e s  from 

J u l y  1, 1991, t h r o u g h  J u n e  30, 1996.

(b) In a d d i t i o n  to d e p o s i t s  m a d e  to the b u d g e t  r e s e r v e  fund 

u n d e r  S e ctio n 30(d) and (e) of this article, a p p r o p r i a t i o n s  m a y  be 

m a d e  to the fund at any time.

(c) M o n e y  in the b u d g e t  r e s e r v e  fund shall be i n v e s t e d  so as to 

y i e l d  compet i t i v e  m a r k e t  rates to the fund. Income f r o m  i n v e s t m e n t  of 

the f und shall be r e t a i n e d  in the fund.

(d) E xcept as p r o v i d e d  in (e) o f  this section, m o n e y  m a y  be 

a p p r o p r i a t e d  from the b u d g e t  r e s e r v e  fund o n l y  if the l e g i s l a t u r e  

d e t e r m i n e s  that the m o n e y  r e c e i v e d  b y  the State in a fiscal y e a r  and 

s u b j e c t  to the e x p e n d i t u r e  limit is less than the m a x i m u m  a mo unt that 

m a y  be appro p r i a t e d  u n d e r  S e c t i o n  30(b) of this article. However, the 

a m o u n t  a p p r o p r i a t e d  f r o m  the b u d g e t  r e s e r v e  fund d u r i n g  a f is cal y e a r  

m a y  n o t  e xceed the lesser of

(1) the am ount that, w h e n  a d d e d  to m o n e y  r e c e i v e d  b y  the 

S t a t e  d uring that f iscal y e a r  a n d  s u bject to the e x p e n d i t u r e  limit^ 

e quals the m a x i m u m  a m o u n t  that m a y  b e  a p p r o p r i a t e d  u n d e r  S e c t i o n  30(b) 

of this article; or

(2) t w e n t y - f i v e  p e r c e n t  of the b a l a n c e  o f  the b u d g e t  r e­

serve fund.

(e) A n  a p p r o p r i a t i o n  f r o m  the b u d g e t  r e s e r v e  f u n d  m a y  b e  m a d e  

' u p o n  a f f i r m a t i v e  v o t e  of t wo-th i r d s  of the m e m b e r s h i p  o f  e a c h  h o u s e  of

the l e g i s l a t u r e  to m e e t  a State d i s a s t e r  d e c l a r e d  b y  the g o v e r n o r  as 

p r e s c r i b e d  b y  law. A n  a p p r o p r i a t i o n  f r o m  the b u d g e t  r e s e r v e  f u n d  to 

the p r i n c i p a l  of the p e r m a n e n t  fund m a y  b e  m a d e  at a n y  time.

S E CTI ON 32. REPEAL.

I
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d . state Agencies
■■■'. ■' ;Vv - ••
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 of which are secured by project revenues. The facilities which 

have been financed include the Anchorage and Fairbanks student centers, Fair­

banks dormitories, and the Anchorage and Fairbanks utility systems. Total invest 

ment in plant was $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

T O T A L

Legislation enacted in 1987, Chapter 54, S L A  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 is not 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.

Moo dy’s Investors Service has assigned a credit rating of Baal to the University 

revenue bonds. This rating is lower than the State’s due to the lesser security of 

housing system rents and the discretionary nature of State appropriations that are

2. Lease-Purchase Financing

a. General

Lease-purchase financing involves the issuance, by a lessor, o f  debt which is 
secured by the lease paym ents from  the lessee and possibly by the leased 
facilities.



•

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.l 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.

b. 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.

; t

27

wm



■
,
1

'■

P ®  :

Standard & Poor’s Corporation
25 Broadway. New York. New York 10004

Mr. M i l t  B arker 
D e put y Commission:'*^. 
D e p a r t m e n t  of Rev^vue  
11th F l o o r  S tate Off 
Pouch, SB
Juneau, A l a s k a  99811

ALASKA DCPARTMcNT OF REVGNLN 
TREASURY DIVIS ION 

JUNEAU

I w o u l d  like to respond to your letter of December 13 
r e g a r d i n g  o u r  views o n  lease obligations.

Lease P a y m e n t s  are viewed in e s s e n t i a l l y  the same light 
as d e b t  service on general o bligation bonds, rega rdless of 
w h e t h e r  the o b l i g a t i o n  is canc e l l a b l e  d u e  to non-appropriation. 
In fact, d e b t  obliga t i o n s  secured b y  lease p a y m e n t s  are included 
in our c o m p u t a t i o n s  for overall d e b t  burden.

M a n y  states d o  n o t  conside r lease r e n t a l  d e b t  under d e b t  
limita tion laws, p r i m a r i l y  because legal i nterpr etations v i e w  
the obliga t i o n s  to pay rent as an a n n u a l  b u d g e t  item, and n o t  
a long term d e b t  w i t h  a continuing appropriation. The fact 
remains, however, that the debt is still outstanding, and p a y a b l e  
for as long as the p r o p e r t y  is being used by the lessee. W h i l e  
m a n y  leases p e r m i t  n on-pa yment of r e n t  and c a n c e l l a t i o n  of lease 
Obligations, Standard & Poor's w ould be v e r y  c o n c e r n e d  a b o u t  an 
issuer's g e ne ral o b l i g a t i o n  rating, in those cases where leases 
w e r e  c a n c e l l e d  as a p l o y  to avoid p a y i n g  d e b t  obligations.

I've e n c l o s e d  some information r e g a r d i n g  our a p p r o a c h  to 
r ating l e a s e - r e n t a l  d e b t  obligations. If you have any further 
questions, feel free to contact V l a d i m i r  Stadnyk or m yself at 
(212) 201-1767.

V e r y  Trul

R i c h a r d  P. Larkin 
M a n a g i n g  Vice  P r e s i d e n t  
M u n i c i p a l  F i n a nce D e p a r t m e n t

V. S t a d n y k  
T. A r t h u r



Moody's Investors 
Service

Volume 6 Numoer 1 March 1989

Moody’s Views on Lease Rental Debt
The use o f leose rental deb t 
has increased dramatically in 
recent years. As a  conse­
quence. M ood /s has been 
asked to rate a  growing num­
ber o f lease obligations. In 
1980. Moody's rated S458 mil­
lion o f new lease debt: by 1986, 
the amount o f rated new lease 
debt was over S7 billion. 
Although the annual volume o f 
rated lease deb t d ropped in 
1987 to S4.8 billion, this decline 
was not due to a  decrease in 
the popularity o f lease deb t (in 
fact, the number o f issues rated 
in 1987 was higher than in 
1986).Rather. the extremely 
high volume o f lease deb t 
rated in 1986 reflects the efforts 
by many municipal borrowers 
to issue lease as well as  other 
forms o f deb t prior to the pas­
sage o f the Tax Reform Act o f 
1986. In 1988. the annual vol­
ume o f rated lease deb t was 
again on the rise.
Moody's currently maintains 
over 1.300 ratings on lease obli­
gations sold by issuers in 41 
states. These figures include

Annual V o lum e o f R a ted  
Lease Debt ($  In m i llio n s )^

Amount
ol

Dobt

Num b*f
at

Ratings

1980 S 458 55
1981 753 40
1982 644 41
1933 1.200 75
1984 2.214 80
1985 3.816 137
1986 7009 196
1987 4.839 222
1988 5.265 250
3 induces certilcores ol oartiopa- 

lion bduaesmsuieaonocreait- 
supDonea teose ceot.

ratings on certificates of partic­
ipation. Certificates o f partici­
pation, when secured by 
underlying leases, give certifi- 
cateholders an  interest in the 
stream of revenue from lease 
payments.
The popularity o f lease rental 
deb t primarily stems from the 
borrower's ability, through the 
use of lease and  lease-like 
arrangements, to circumvent 
limitations on genera l ob liga­
tion or revenue bond deb t issu­
ance. In most states, leases are 
not legally defined as debt. 
There are exceptions, however. 
For example, in a  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 o f whether lease 
obligations are  legally consid­
ered to be deb t in cny particu­
lar state. M ood /s views all 
lease obligations issued for 
cap ita l purposes as debt. More 
importantly. M ood /s expects 
issuers o f lease obligations to 
honor their lease commitments. 
From M ood /s  point o f view, the 
credit quality o f a  municipal 
borrower's debt will depend on 
its ability and willingness to 
meet a ll of its obligations, 
incluamg those involving 
leases. Therefore, even if lease 
obligations ore not legally 
defined as debt for a  particular 
municipality. Moody's will 
include leases in its calculation 
of such debt ratios as debt bur­
den (deb t as a  percent of the 
full valuation of taxab le prop­
erty) end  debt per capita.
M ood /s  app roach to analyz­
ing the actua l lease obligation 
itself depenas on both the

security for the lease* and the 
lessee's genera l credit charac­
teristics as well as other factors. 
In certain states, municipal bor­
rowers can  pay lease debt 
through an  unlimited tax levy.
In these cases, the credit qua l­
ity o f lease deb t is usually 
viewed as identical to that o f 
the municipality's own general 
obligation bonds. More typi­
cally. the security for a  lease 
obligation is weaker than that 
for a  genera l obligation bond: 
In most instances, leases are 
payab le  from Genera l Fund 
appropriations. Because of this 
weaker security, lease debt is 
usually assigned a  rating lower 
than that o f the same munici­
pality's genera l obligation 
bonds.
This edition o f Municipal Issues is devoted to a  discus­
sion o f leases. The primary

focus of these articles is on  the 
typical lease, one secured by a  
General Fund appropriation. 
The discussion begins with a  
description o f fhe rating p ro ­
cess for lease rental debt, 
including the analytic factors 
that are examined in eva lua t­
ing leases, this is followed by 
an  examination o f the key 
points that M ood /s considers 
in evaluating individual lease 
structures and financing plans. •
Lease debt should b e  an a ­
lyzed in the context o f the laws 
and practices within a  particu­
lar state: to illustrate Moody's 
app roach we com pare loca l 
lease debt in three states - C a l­
ifornia. Kentucky, and  New 
Jersey. The discussion con­
cludes with an  historical over­
view of the use o f lease d eb t 
by state governments. 3
Managing Editor

The Rating Process for Lease Debt
by  Robert Tucker

As is the case  with other types 
of debt. Moody's rating process 
for lease rental obligations 
begins with a  request for a  rat­
ing from the issuer, or its advisor 
or underwriter.
The minimum information 
required includes: the prelimi­
nary official statement or offer­
ing prospectus: lega l d ocu ­
ments. including lease, trust 
indenture, and  bond counsel 
opinion: three years o f 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 deta iled  informa­
tion on the proposed financing 
including project description, 
information on  construction or 
acquisition status, schedule o f 
construction or acquisition, and  
useful life of any equipment to 
be financed. Additional infor­
mation is often obtained 
through meetings, te lephone 
contact, and on-site visits. A 
detailed list o f informational 
requirements appears on 
p age  3.
Moody's Analysis
Most l e a se  obligations rated b y  

M o o d /s  are either l e a s e  rental

continued on doqo 2
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bonds or certificates o f partici­
pation. Certificates o f partici­
pation. when secured by 
underlying leases, give certifi- 
cateholders on interest In the 
stream o f revenue from lease 
payments. Though differences 
do exist between the more 
traditional lease rental bond 
and the increasingly popular 
certificate of participation, the 
basic security elements a re  not 
Inherently Influenced by the 
Instrument itsetf. Moody's ana l­
ysis remains the same for both. 
The analysis focuses on the pro­
jec t purpose, the nature or 
type o f lease, and the issuer's 
ability and  willingness to  make 
lease payments as scheduled. 
Also key to Moody's evaluation 
of lease obligations is a  
detailed analysis o f lease d o c ­
uments and an  assessment o f 
the reasonableness o f the 
financing plan. These are  dis­
cussed in the accompanying 
article entitled "Evaluating the 
Lease Structure and Financing 
Plan."
Project Purpose
The purpose o f ihe project, i.e. 
what is being financed, and 
the essentiality thereof, is one 
of the most important determ i­
nants of whether lease app ro­
priations are likely to  continue 
under all circumstances. Thus, 
project essentiality, in a  sense, 
provides the practical collat­
eral or motivation to pay. 
Courthouse facilities, jails, and  
governmental offices are 
viewed cs providing true 
essential services, and  a  
lessee's willingness to appropri­
ate for these can  be expected 
during a  period of fiscal stress.
While equipment leases often 
invotve very necessary items 
such as police, fire, or rescue 
equipment, other vulnerabili­
ties exist. The possibility of a  • 
p iece of equipment not fulfil­
ling its original oojective. not 
functioning, becom ing obso­
lete. or being rep laced , is of 
concern, particularly when the 
lessee has the legal ability to 
terminate the obligation, or 
where the lease Daymen! is 
contingent on  full use o f the 
equipment. These vulnerabili­
ties a re  seen as reducing credit

strength and usually result In 
lower ratings on equipment 
leases.
Nature o f Lease
The nature or type o f lease Is 
fundamental In the determ ina­
tion o f the security provided. As 
typlcai with most deb t Instru­
ments, lease obligations are 
governed by state constitu­
tional or statutory provisions, 
which vary widely from state to 
state. Each transaction, there­
fore. must be evaluated within 
this context.
Leases are primarily structured 
In one o f three ways: long-term 
leases, annually renewable 
leases, or special fund (enter­
prise type) leases. Between 
and  within each  of these c a te ­
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 or limited 
property tax pledges, annual 
general fund appropriations, 
special fax pledges, or reve­
nues from an  enterprise system. 
These variations can cause 
considerable differences in the 
deg ree and type o f security 
provided under the lease and 
thus affect the final rating.
Long-term le a  tot a re  typically 
considered binding for the full- 
term of the lease (which should 
para lle l the financing struc­
ture), and failure to appropri­
a te  a  lease payment consti­
tutes an  event of default, 
giving the bondholder some 
lega l recourse. An exception to 
this general rule exists in states 
where payment is based on 
beneficial use and occuponcy; 
there, substantial interference 
with the lessee's use and occu­
pancy of the project can 
reduce or eliminate the 
lessee's obligation to make 
lease payments during such 
interference.
If lease payments a re  not 
required to b e  m ade until con ­
struction o f the project is com ­
p leted . Moody's assigns a  c on ­
ditional rating (Con.) to the 
lease obligation. The condi­
tional rating reflects the fact

that while construction or 
acquisition assumptions 
app ea r reasonable, there is still 
some construction re lated risk 
which is not fully assessable 
during this period. The a lpha 
component o f the rating (Aa.
A. Baa ,etc .) that accompanies 
the conditional designation 
Indicates Moody's long-term 
credit assessment once the 
project is com p leted and the 
conditional status eliminated. 
While a  lessee may have the 
lega l ability to terminate a  
lease or withhold lease pay­
ments because o f construction 
problems. Moody's expects the 
lessee to resolve the problems 
and  continue to m ake timely 
lease payments. To date , all 
have. However, various forms of 
insurance serve to mitigate 
abatem en t and construction 
concerns.
Annually renew ab le  leases
give the lessee the ability to 
unilaterally terminate the 
lease, a t least annually, by not 
appropriating funds for the 
subsequent lease payment. No 
event of defau lt under the 
lease or remedies against the 
lessee would typically be avail­
a b le  to the bondholders. In this 
case , the bondholders remedy 
would be  repossession and re­
lease or sa le  of the asset 
financed. Project essentiality. 
Issuer strength, non-substitution 
clauses, an d  a  good  historical 
track record of the lessee mak­
ing lease payments for the life 
o f a  financing help somewhat 
to temper non-appropriation 
concerns; however, these 
leases a re  still typically viewed 
as providing a  weaker security 
than a  long-term lease struc­
ture. It should be noted that to 
d a te  we have never seen any 
locality exercise its non-appro­
priation rights on a  financing 
sold in the public markets.
Specia l fund le a se s  are reve­
nue obligations p ayab le  from 
a  designated special fund. 
These obligations a re  typically 
structured like revenue bonds 
with the obligation to make 
lease payment being unre­
la ted  to project availability.
As a  result o f Ihe different types 
o f leases, two inaentical

projects cou ld be  viewed as 
providing a  very divergent 
degree o f bondholder security 
based on the structure used, 
and  therefore have different 
credit ratings.
Ability and  W illingness to 
Make Lease Payments
Although mentioned lasf. the 
ability and willingness of the 
lessee to make lease pay­
ments are key credit factors. In 
most cases, a  lease payment 
represents a  current operating 
expense an d  required lease 
payments com pete with a ll 
other operating dem onds. To 
the extent a  state o r local gov­
ernment has any revenue or 
expenditure limitations, this 
competition fo ra  limited poo l 
o f resources could intensify and 
have a  significant negative 
bearing on  the rating decision. 
Conversely. In states where a  ■ 
lessee can  utilize o r p le ag e  its 
unlimited property tax to m eet 
lease payments, credit security 
is obviously enhanced .
With the proliferation of lease  
financing debt, lease  burden 
has becom e an important and 
widely used analytical statistic. 
It is a  measurement that is sim­
ply a  ratio o f the cost of a ll 
annual lease type obligations 
to current p ledged revenues. 
Generally, lease burden is con ­
sidered m oderate if it is be low  
6%. It Is Important to  note that, 
as with other se lected d eb t 
indicators, lease burden should 
be  considered as a  b road  
guideline only. Perform ance 
relative to  the guideline is not 
an  absolute indicator o f credit 
quality, a n d  a  bond rating 
cannot b e  inferred within this 
narrow context. Additionally, 
some lessees provide that sup­
plemental, but not legally 
p ledged, funds will b e  used to 
service a  specific lease. While 
the availability o f these funds 
can significantly reduce the 
burden on  the p ledg ed  reve­
nue source. Moody's typically 
exercises caution in assessing 
the reliability of this source and 
the ability o f the lessee to redi­
rect these funds for other uses. 
Examples o f supplemental 
sources include hotel transient 
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Evaluating the Lease Structure and Financing Plan
by Robert Tucker

In addition to assessing the 
nature or type o f lease.
Moody's evaluates other 
aspects o f a  lease structure as 
well as the entire financing 
plan. This article will discuss 
some o f the key points Moody's 
addresses when analyzing the 
lega l and financing structures

o f lease obligations. Because 
lease structures vary, some 
points will not app ly to specific 
types of leases or to certain 
states. For example, in those 
states where the lessee's legal 
obligation to make lease pay­
ments is based  on project use 
and  occupancy, lease docu-

fnformatlon Needed for Rating 
Lease Rental Bonds

Primary Documents:
Official statement or prospectus Tax and levy limitations
Notice of sale (if public sale) Debt or interest rate limits
Annual reports or audits for the 
last three years

Statement of direct debt and 
deb* of overlapping debt issuers, 
Including allocable share

Most recent budget for 
operations Principal and interest payments of outstanding debt, each by 

year; bonds segregated by 
security "Capital budget or planning document

Copy of local charter or 
document which describes gov­
ernmental structure

Future borrowing plans
t im b e r of building permits over 
the last five years, plus the dollar 
amountFor school districts; ten-year enrol'ment trend and projection; 

school plant description, 
including facilities and capacity Number of governmental employees: whether unionized 

and contract status
Legal opinion

Statement regarding status of 
employee (tension funds; latest 
actuarial study, if availableRelevant legal documents 

including trust, lease, agency, 
site, and assignment agreements

Local and area unemployment 
rateSupport Documents: (for 

information not contained in any 
of the above documents): List of ten major employers, 

number of employees and type 
of businessAssessed valuation for the last 

five years Area of the issuer (in square 
miles) and percentage of land 
that is developedEqualization ratios for the last five 

years
Investment (policy; formal 
document or brief description of 
practices

List of ten largest taxpayers, their 
assessed valuation, and type of 
business

Enterprise system description, if 
relevant and description of 
enterprise, including system 
capacity and trend of usage, 
particularly customers and con­
sumption (output) by year for 
post five years, percent of service 
purchased by each maior user; 
description of rate setting pro­
cess: record of revisions (or past 
five years

Current population and latest 
census estimates
Tax rates and levies for the last 
five years, current and total 
collections, tax rates of overlap­
ping jurisdictions
Tax assessment and collection 
procedures, including due dates 
ona penalty rates

ments should contain provi­
sions that protect bondholders 
against potential cbatem ent 
o f lease payments in the event 
that the project is not com ­
p leted or not usable. On the 
other hand, if the lessee is 
required to make lease pay­
ments regardless o f the con­
struction or operating status of 
the project, the lease docu ­
ments do  not need to address 
potential rental abatem ent 
problems.
Appropriate Debt Issue Sizing
In general, the proceeds of 
lease rental bonds or certifi­
cates should fully fund the pro­
jec t being financed. Financing 
a  project in stages introduces 
uncertainties regarding the 
issuer's continued ability to 
obtain market access and any 
needed authorizations for 
completion bond issues. This is 
especially important if lease 
payments a re  tied to use and 
occupancy o f the project; fail­
ure to complete the project 
would allow the lessee to be 
ab le  to withhold lease rental 
payments.
In determining the amount of 
proceeds needed to complete 
a  project, the size o f construc­
tion or acquisition funds should 
be based on bids received or a  
consultant's or architect's esti­
mate and include an  appropri­
a te  contingency a llowance to 
dea l with possible cost over­
runs. Funded capitalized inter­
est (where necessary), a  bend 
reserve and all other costs nec­
essary to accomplish the 
financing should also be 
included. Any equity contribu­
tion provided by the lessee 
should be fully restricted 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 Cap ita lized 
Interest
If lease payments are dep en ­
dent on beneficial use and 
occupancy, or revenues 
derived from the project are 
necessary to m ake lease pay ­
ments, interest should be cap i­
talized sufficiently past the

scheduled project a c c ep t­
ance date . This should he lp  
ensure that there is no g a p  in 
the payment stream due to 
construction delays. While the 
exact duration will d ep end  on 
the specifics of each  pro ject 
(such as construction com p lex­
ity or environmental issues), 
and thus cause some projects 
to require an increased 
amount o f capitalized interest, 
the typical period beyond the 
expected construc­
tion/acquisition completion 
date  needing to be  cap ita l­
ized ranges from three to six 
months for equipment acquisi­
tions and six months to one 
yeor for construction projects.
Satisfactory Bond Reserve 
Fund
The Bond Reserve Fund pro­
vides bondholder protection in 
the event o f construction 
delays, lease payment a b a te ­
ment risk, budgetary delays in 
the appropriafion process, and  
Insurance receipt delays; it also 
provides a  temporary source of 
liquidity. Ideally, the reserve 
should generally equa l maxi­
mum annual.debt service. 
However, because federa l tax 
legislation has generally 
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 
obtainab le. In those instances 
wheie a  lessee does not fund 
the difference from its own 
resources or through an  
accep tab le  surety bond or 
credit agreement, credit posi­
tion may b e  affected .
Appropriate Financing Term
Because general obligation 
bonds a re  generally not sup­
ported directly by revenues 
derived from the projects they 
finance, there is often no direct 
correlation between the 
amount or length of borrowing 
and the value or useful life o f 
the project; however, in lease 
financings, a  more direct re la ­
tionship should exist.
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Evaluating the Lease Structure and Financing Plan
continued from poge 3

The repayment schedule to the 
bondholders should not be 
longer than the term of the 
lease which In turn should not 
be longer than the useful life o f 
the project. This stems from the 
fact that willingness to app ro­
priate may be reduced If the 
project becomes obsolete.
Appropriate Structuring o f 
Lease Payments
Lease payments should be  tied 
to the value o f the project; this 
can be accomplished by bas­
ing lease payments, whenever 
possible, on the project's fair 
le n to l value. Additionally, oii 
lease payments should be  an 
absolute return for the bond­
holders and  not subject to any 
offset, counterclaim, or recoup­
ment. This prevents the lease 
payment from being less than 
the amount required to pay 
bondholders.
Adequate Insurance 
Coverage
Adequate Insurance for both 
the construction and the oper­
ating phases of a  project is 
particularly important because 
o f the nature of lease struc­
tures. Insurance proceeds can  
b e  used to repair or rep lace a  
dam aged  or disfunctional p ro­
ject and to provide funds for 
deb t service payments during 
a  period o f rental abatem ent. 
Construction risk, including 
delays and dam age , can  be 
substantially reduced through 
the use o f performance bonds 
and builders’ risk insurance. 
During project operation, risk 
associated with d am age and 
destruction can  be substan­
tially reduced through the 
maintenance o f all risk insur­
ance (equal to the full rep lace­
ment value o f the project or 
Ihe agg regrate principal 
amount of outstanding bonds) 
and rental interruption insur­
ance (adequate  to cover the 
period of repair or rep lace­
ment). Additionally, title insur­
ance to protect against any 
defects in title to the property 
and public liability insurance to 
protect the lessee from general 
claims occasioned by the use 
and operation of the project 
should be provided.

As a  result o f Increasing Insur­
ance cost, many Issuers have 
turned to self-insurance as a  
means to provide coverage. 
While this may be a  viable 
method, such an  app roach 
must afford protection com pa­
rable to availab le commercial 
policies and should be annu­
ally evaluated by someone 
with actuarial experience to 
show its soundness.
Provisions fo r Rep lacem ent, 
Maintenance, and  Repair
The lessee's obligation to 
replace, maintain, and repair 
the project during the term of 
the lease enhances bond­
holder protection by ensuring 
the asset value o f the project. 
The asset value is important in 
maintaining fair rental value.
Inclusion o f Non-Substltutlon 
C lause
Non-substitution provisions pro­
vide that, for a  certain duration 
o f time following non-appropri­
ation on a  specific lease, the 
lessee will not acquire or use a  
like piece o f property to per­
form the same function as the 
property previously leased/This 
provision makes it more difficult 
for the lessee to terminate the 
lease, and can enhance bond­
holder protection in an annu­
ally renewable lease structure. 
While some bond counsel 
question the enforceability of 
such language, since it may 
violate public policy by 
preventing a  public entity from 
performing its basic functions, 
such language clearly reflects 
the intent o f the lessee to 
honor its commitments.
D efau lt and Remedies
Failure o f the lessee to ab ide 
by the terms of the lease, 
including annual budget 
appropriations with long-term 
leases, should result in an event 
of defau lt under the lease. 
Remedies typically include 
judicial proceedings (whether 
for specific performance or 
other legal or equitable rights), 
termination of the lease and 
sale or releasing of the asset 
(here, the asset must be mar­
ketab le to provide any secur­
ity). and maintenance of the

lease in full force and effect 
with the lessee remaining lia­
b le for unpaid lease payments 
(this app lies to long-term 
leases). While remedies vary 
widely depending on the lease 
structure, bondholder security is 
enhanced by Increased reme­
dies availab le .
Investments
Prudent investments are obvi­
ously the most accep tab le  
such os direct or guaranteed 
U.S. obligations or 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 use o f the funds. 
Because o f constant changes 
In the investment environmen- 
Moody's analysts remain ope r 
to discuss other investment 
options.
Summary
This article has described the 
major Issues that Moody's con­
siders in evaluating the lease 
structure and financial p lan for 
a  lease financing. Depending 
on the particular debt issuance 
in question, a ll or only some of 
the points addressed would be 
app licab le. Moody's analysts 
remain availab le to discuss the 
factors that would pertain to a  
specific lease rental 
financing, a

The Rating Process for Lease Debt
continued trom page 2

occupancy tax. tax a llocation 
revenues from redevelopment 
agencies, and rental payments 
m ade by other internal depart­
ments o f the lessee for use of 
the project.
It is also worth noting that while 
each  lease financing may be 
separately secured. Moody's 
analysis always involves a  com ­
prehensive app roach . A 
lessee's entire deb t position is 
reviewed since problems in 
meeting payment obligations 
on one lease have credit impli­
cations for all leases. Addition­
ally. problems with one class of 
debt, such as lease financing, 
often have credit implications 
for another class, such as gen ­
era l obligation debt. Conse­
quently. an  issuer with a  gen ­
eral obligation rating cannot 
expect that general obligation 
rating to remain unaffected by 
an  undue reliance on lease 
financings.
Summary
Project purpose, the nature of 
the lease, and the lessee's ab il­
ity to make lease payments 
a re  a ll essential credit factors 
eva luated in determining the 
security provided bondholders.
Moody's analytical app roach is 
to view a ll lease transactions

as long-term obligations o f 1he 
lessee. Lessees a re  expected 
to honor fully commitments 
through retirement o f the debt, 
and to resolve any problems 
during construction or op e ra ­
tion phases o f the project.
To date . Issuers ra ted by 
Moody's have shown a  high 
degree o f commitment to out­
standing leases, with the result­
ing rate o f non-appropriation 
or defau lt being extremely low. 
This track record reflects the 
importance issuers p lace  on 
lease financing end  their ab il­
ity to access the cap ita l m ar­
kets. In most states, issuers have 
shown restraint in proceeding 
with lease financings. Moodv's 
views this positively, but a lso 
considers voter app rova l o f 
debt as an  element o f stability 
to future repayment of that 
debt,
While Moody's has been rating 
lease issues tor some time, our 
policy on ralings continues to 
evolve a long with the deve lop ­
ment o l this portion of the 
municipal market. The contin­
ued use and growth of lease 
financing, however, appears 
certain. J _____________________
Robert Tucket a an Assistant Vico Piesident respotuoie tor local rat­ings mine for West Region.
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a s s a c h u s e t t s  a n d  a g e n c i e s
lingt are lowered on MasiaclvuiMtts’ $4.8 billion of general 
ligation bonds and $1.4 billion of various agency issues to 'A ' 
m ’A A - * .  Also, ratings are lowered on $757 million of Q .O . 
!es and $710 million of various agency notes to ‘SP*1’ from 
M + *  (s ie  table). The issues are removed from CreditWatch 
ere they were placed June 26. The downgrades reflect the 
array in commonwealth 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, 
3 expects lease rental payments to be made in full and on * 
r and be treated as debt-like instruments. Lack of timely 
ment and resulting default brings into further question m an-’ 
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 in a 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 'A A A ' due 
1BIA insurance, were made in full by Massachusetts on July 
10 days late. The bond insurance was not called upon, 
e there were no claims for payment filed by either the pa y - 
igent or certificateholders. On July 13, Governor Michael

Dukakis announced a package o l 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 Ihe amount ol local aid and the tax package, S&P again ob -

Mmachuiftli lone- and ihort-Urm iganey Istuas

l o n g - t e r m  Isauee lowered to 'A'
Massachusetts Bay Transportation Auth.
Massachusetts Ccnv. Ctr. Auth _ _ __ _
Massachusetts Govt, land Bank ser. 1987...
Mass. State College BkJg. Auth. ser. 198SA and 1987A._ 
Pioneer Valley Transit Authority._

Arrvxnl 
M.S) 
928 0
167.5 
32.3
93.5 
1.5

Southeastern Mass. Univ. BkJg. Auth. ser. A  ............................... 37 .1
Univ. ol lowel Bldg. Auth.__.____         24.1
Univ. ol Mass. Bldg. Auth. ser. 1984A, 1986A. and 1988A______________ 88.0
Woods Hole, Martha's Vineyard. & Nantucket Sleamsivp............ - ............  22.2
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. . . • .  . ■ • • •

Cathy Daicotf (212) 208-1782
• Richard Larkin (212) 208-1767

iagBBmagtgi

Payment snafu -linked &

/■-M a ssach u se tts ’ failure to  make a S400.000 paym en t on a lease for 
telecommunications and com puter equipm ent is pa r tly  to blame for 
its th ird credit downgrading in  tw o  months. -  -.ih V .i-.-i •’

. “The  check was never cut. and tha t was the s traw  that broke the 
camel’s back,” said R ichard P. Lark in , m anaging d irector o f m un ic i-. 
pa l finance a t Standard St P oors  Corp., N e w  Yo rk . •
• Massachusetts delayed a Ju ly  1 paym ent on the equipm ent until 
Ju ly  13. S & P , in turn, downgraded the state Ju ly  14 to  A .fro m  A A -  
citing the late paym ent as a sym ptom  o f disarray in  the state 's debt 
management. S ta te  leaders have been haggling o ver $491 m illion  in 
needed budget cuts for the 1990 fiscal year, -••••/!.'• 'i1-. r . f 's v .v - : . ;  • • • • , * •

Massachusetts m ay be the first state to su ffer from  a downgrad­
ing that w as triggered, in  part, b y  a late lease paym ent. M r. La r­
k in  and other S & P  analysts said they were unaware o f other d o w n - ", 
gradings related to lease debt. S & P  found the s ta te 's  late p a ym e n t. 
noteworthy even though the paying agent for the certificates and the 
bondholders had ye t to com plain. . ' t . - . , . • ‘r..
. The  certificates were insured b y  the M un icipa l B ond  Investors A s ­

surance Corp., W h ite  Plains, N .Y .  A lthough  the insurance guaranteed 
paym ent o f the debt, in th is case it fa iled to help the state 's  case before 
the rating service. The  agency v iew ed  the state 's response that its 
paym ent was late due to a com puter error as unacceptable. .

"A lth o u gh  the defau lt was not on com m onwealth  G .O . debt, S & P  
expects lease payments to be made and treated as debtlike  instru­
m ents," the Ju ly  17 issue o f S & P 's  Cred itW eek said . "W e 'v e  been 
sending that message for a long time,” said M r. La rk in . •/>..

d U i m B a o B M a H M a H n M

I C ity  it S ta te ,  July 31, 1989
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FISCAL NOTE
REQUEST:
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CAPITAL
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Revision Dale: 1 /1 8 /9 0 _________ \______
Title: P r o v i s i o n s  r e l a t i n g  to the
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Sponsor: F alks

R e q u e s to r : F a i k s
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C O N T I N U A T I O N  Of F I S C A L  N O T E  A N A L Y S I S  

For B i l l / R e s o l u t i o n  No. C S S S S J R  5

However, t h e s e  costs are b a s e d  on the a s s u m p t i o n  t h a t  all 
c a n d i d a t e s  and issues will fit on t h r e e  b a l l o t  cards, w h i c h  is t h e  
norm. It s h o u l d  be- noted, h o w e v e r  t h a t  s h o u l d  the i n c l u s i o n  of 
this i s s u e  r e q u i r e  a 4th b a l l o t  to b e  printed, the c o s t  i n c r e a s e  
w o u l d  have, to be c alcul a t e d  at 16 c e n t s  p e r  b a l l o t  x a p p r o x i m a t e l y  
3 2 0 , 0 0 0  voters. T h e  total cost of p r i n t i n g  the a d d i t i o n a l  b a l l o t  
c a r d  w o u l d  be $51.2 °

U n d e r  t h e s e  c i r c u m s t a n c e s  the f iscal n o t e  w o u l d  be:



B Y  T H E  F I N A N C E  C O M M I T T E E

IN THE H O U S E

H O U S E  C O N C U R R E N T  R E S O L U T I O N  NO.

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

S I X T E E N T H  L E G I S L A T U R E  - S ECO ND S E S S I O N

S u s p e n d i n g  U n i f o r m  Rules 41(b), 24(c), 

a nd 35 of the A l a s k a  State L e g i s l a t u r e  

c o n c e r n i n g  S J R  5.

BE  IT R E S O L V E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF ALASKA:

T h a t  u n d e r  Rule 54 of the U n i f o r m  Ru les o f  the A l a s k a  State L e g i s l a­

ture t he p r o v i s i o n s  of R u l e  41(b), R u l e  24(c), and Rul e 35 o f  the U n i f o r m  

Rules, r e g a r d i n g  changes to the title o f  a bill, are s u s p e n d e d  in c o n s i d­

er a t i o n  of S e n a t e  J o i n t  R e s o l u t i o n  No. 5, p r o p o s i n g  an amend m e n t  to the 

C o n s t i t u t i o n  of the State  of A l a s k a  r e l a t i n g  to d e d i c a t e d  funds, the e x p e n­

diture  limit, and the b u d g e t  r e s e r v e  fund.



O r i g i n a l  sponsor(s): SEN. FAIKS, Jones, Eliason, Fischer, Kelly, U e h l i n g

IN T HE S ENATE B Y  THE F I N A N C E  C O M M I T T E E

H O U S E  CS F O R  CS F O R  SS F O R  SENATE J O I N T  R E S O L U T I O N  NO. 5 (Finance)

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

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

P r o p o s i n g  amend ments to the C o n s t i t u t i o n  

of the Sta te of A l a s k a  r e l a t i n g  to an 

a p p r o p r i a t i o n  limit and to the b u d g e t

r e s e r v e  fund; and p r o v i d i n g  for an

ef f e c t i v e  date.

BE IT R E S O L V E D  BY THE L E G I S L A T U R E  O F  THE STATE O F  ALASKA:

* S e c t i o n  1. A r t i c l e  IX, C o n s t i t u t i o n  of the State of Alaska, is a m e n d­

ed b y  a d d i n g  a n e w  section to read:

S E C T I O N  17. B U D G E T  R E S E R V E  FUND. (a) The b u d g e t  r e s e r v e  fund 

is e s t a b l i s h e d  as a sep arate fund  in the State treasury. The l e g i s l a­

ture m a y  a p p r o p r i a t e  m o n e y  to the b u d g e t  reserve fund. M o n e y  in the 

fu n d  shall b e  i n v e s t e d  so as to y i e l d  compe t i t i v e  m a r k e t  rates to the 

fund. N o t w i t h s t a n d i n g  S e c t i o n  7 of this article, income f r o m  i n v e s t­

me n t  of the fund shall be r e t a i n e d  in the fund and m o n e y  m a y  b e  a p p r o­

p r i a t e d  f r o m  the .fund only  as a u t h o r i z e d  u n d e r  (b) of this section.

(b) M o n e y  r e c e i v e d  b y  the S t a t e  that is subject to the a p p r o­

pr i a t i o n  limit u n d e r  S e c t i o n  29 of A r t i c l e  X V  and that e x c eeds that 

a p p r o p r i a t i o n  limit shall be d e p o s i t e d  in the b u d g e t  r e s e r v e  fund. 

De p o s i t s  u n d e r  this s u b s e c t i o n  are n o t  subject to the p r o h i b i t i o n  on

d e d i c a t e d  funds u n d e r  S e ction 7 of this article. If the l e g i s l a t u r e

determ i n e s  that the m o n e y  subject to the a p p r o p r i a t i o n  limit r e c e i v e d  

by  the State in a f isc al y e a r  is less than the a mount that m a y  b e

------------ - —  j —  on ___ . , Qf fche

fund.
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a n d  i n t e r e s t  on r e v e n u e  bon ds of a p u b l i c  enterp r i s e  or p u b l i c  
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a d d e d  to the m o n e y  subject to the a p p r o p r i a t i o n  limit m a y  n o t  e x c e e d  

the a m o u n t  that m a y  b e  a p p r o p r i a t e d  u n d e r  S e c t i o n  29 of A r t i c l e  X V  for 

that f i s c a l  year. N o t w i t h s t a n d i n g  the a p p r o p r i a t i o n  limit in this 

s u b s e c t i o n  a nd in S e c t i o n  29 of A r t i c l e  XV, a d d i t i o n a l  amounts m a y  be 

a p p r o p r i a t e d  f r o m  the b u d g e t  r e s e r v e  f u n d  b y  af firm a t i v e  v o t e  of 

t h r e e - f o u r t h s  of the m e m b e r s h i p  of e a c h  h o u s e  of the legislature.

* Sec. 2. A r t i c l e  IX, sec. 17(b), C o n s t i t u t i o n  of the State of Alaska,

is r e p e a l e d  and r e a d o p t e d  to read:

(b) If the amount a v a i l a b l e  for a p p r o p r i a t i o n  for a fiscal year

is less than the amount a p p r o p r i a t e d  fo r the p r e vious fiscal year, an

a p p r o p r i a t i o n  m a y  be m a d e  from the b u d g e t  r e s e r v e  fund for that fiscal 

year. However, the amount a p p r o p r i a t e d  m a y  n o t  e x c e e d  the amount 

necess ary, w h e n  add ed to other funds a v a i l a b l e  for appropriation, to 

p r o v i d e  for total appro p r i a t i o n s  equal to the amount of a p p r o p r i a t i o n s  

m a d e  in the p r e v i o u s  c a l endar y e a r  for the previ ous fiscal year. 

A d d i t i o n a l  amounts m a y  be a p p r o p r i a t e d  f r o m  the b u d g e t  r e s e r v e  f u n d  b y  

a f f i r m a t i v e  vote of three- f o u r t h s  of the m e m b e r s h i p  of each h o u s e  of 

the legislature.

* Sec. 3, A r t i c l e  XV, C o n s t i t u t i o n  of the State of Alaska, is a m e n d e d

b y  a d d i n g  a n e w  s e c t i o n  to read:

S E C T I O N  29. A P P R O P R I A T I O N  LIMIT. (a) A p p r o p r i a t i o n s  f r o m  the 

t r e a s u r y  m a d e  for each of f isc al y e a r s  1992, 1993, 1994, a n d  1995

shall n o t  e xcee d $2,200,000,000. This subse c t i o n  does not a p p l y  to 

a p p r o p r i a t i o n s  to the p e r m a n e n t  f u n d  or for p e r m a n e n t  fun d dividends 

to S t a t e  residents, a pprop r i a t i o n s  to the b u d g e t  r e serve fund, a p p r o­

pr i a t i o n s  r e q u i r e d  to p a y  the p r i n c i p a l  and interest on g e n e r a l  o b l i­

ga t i o n  bo nds i ssued b y  the State, a p p r o p r i a t i o n s  of general o b l i g a t i o n  

a n d  r e v e n u e  b o n d  proceeds, a p p r o p r i a t i o n s  r e q u i r e d  to p a y  p r i n c i p a l
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c o r p o r a t i o n  of t h e  State, a p p r o p r i a t i o n s  of m o n e y  r e c e i v e d  f r o m  a 

State s ource r e q u i r e d  for State p a r t i c i p a t i o n  in a f e d e r a l  e n t i t l e m e n t  

p r o g r a m  for low income persons, a p p r o p r i a t i o n s  of m o n e y  r e c e i v e d  f r o m  

a n o n - S t a t e  source in trust for a s p e cific purpose, a p p r o p r i a t i o n s  

r e q u i r e d  to c om ply w i t h  the terms o f  a sett le m e n t  a g r e e m e n t  or j u d g­

men t  in c a r r ying out the trust r e s p o n s i b i l i t i e s  of the S t a t e  u n d e r  the 

A l a s k a  M e n t a l  H e a l t h  E n a b l i n g  A c t  o f  1956, a p p r o p r i a t i o n s  o f  m o n e y  

d e r i v e d  f r o m  a f i s h e r y  e nhanc e m e n t  tax  that has b e e n  a p p r o v e d  b y  v o t e  

of the a f f e c t e d  taxpayers, and a p p r o p r i a t i o n s  to m e e t  a s t a t e  of

disas t e r  decl a r e d  b y  the g o v e r n o r  as p r e s c r i b e d  b y  law.

(b) If the rate of i n f l a t i o n  since the b e g i n n i n g  o f  a fiscal

y e a r  is g r e a t e r  than  five percent, an a p p r o p r i a t i o n  for the n e x t

f iscal y e a r  of up to the a mou nt n e c e s s a r y  to o ff set the e f fect o f  the 

c u m u l a t i v e  i n f l a t i o n  that exceeds a c o m p o u n d  rate of fi ve p e r c e n t  per 

a n n u m  since J u l y  1, 1991, m a y  b e  m a d e  during the r e g u l a r  s e s s i o n  h e l d  

d uring that fiscal y e a r  u p o n  a f f i r m a t i v e  v o t e  of two-th i r d s  o f  the 

m e m b e r s h i p  of each h o u s e  of the legislature. T he a p p r o p r i a t i o n  is not 

subject to the limit e s t a b l i s h e d  in (a) of this section. F o r  p u r p o s e s  

of a p p l y i n g  this, subsection, the r a t e  of i n f l a t i o n  shall b e  b a s e d  on 

the C o n s u m e r  Price Ind ex for all u r b a n  con sumers for A n c h o r a g e  p r e­

pa r e d  b y  the U n i t e d  States B u r e a u  of L a b o r  Statistics.

* Sec. 4. S e ction 16 of art. IX and secs. 26, 27, a n d  28 of art. XV, 

C o n s t i t u t i o n  of the State o f  Alaska, are repealed.

* Sec. 5. S e ctio n 29 of art. XV, C o n s t i t u t i o n  of the Sta te of Alaska,

25i is repealed.

" ii
2gi' * Sec. 6 .

37 jj 1997.

J

Sections 1, 3, and 4 of this r e s o l u t i o n  take e ff ect J u l y  1,

inis

* Sec. 7.

* Sec. 8 .

Sections 2 and 5 of this r e s o l u t i o n  take e ffect J u l y  1, 1995.
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b e f o r e  the v o t e r s  of the state at the n e x t  g e n e r a l  e l e c t i o n  in c o n f o r m i t y  

w i t h  art. XIII, sec. 1, C o n s t i t u t i o n  of the State of Alaska, a n d  the e l e c­

tio n  laws of the state.



Post Office Box V • Juneau, Alaska 99811

S e n a t e  J u d i c i a r y  C o m m i t t e e

M ay 1, 1990

TO: ' H ouse F inance  C om m ittee

FROM: S enator Jan

SUBJECT: A m endm ent to Pfofoosed H ouse CS for SJR  5

A s you consider the proposed  com m ittee  substitu te  to  CSSSSJR  5 
(F in ), I  w ould  ap p recia te  y o u r co nsidera tion  in  inc lud ing  language 
w hich specifies the federal ind ices to be used  in ca lcu la ting  in flation .

3°
I ask  the com m ittee  to consider, based  on th e  4 /^g /90  w ork  d raft, 
am ending the  p roposed  CS as follow s:

. \ 6  
Page 3, line jA:

D elete: "derived from  federal ind ices as p rescribed  by law "

Insert: "based on the  C onsum er P rice  Index  fo r a ll urban
consum ers fo r A nchorage p repared  by the U n ited  S tates B ureau  o f
L abor S ta tistics  (Tor the  p rev ious fisca l year"T \ D £L \ s V 5 ^  ac lo p V cL

^  Anr\£A>D i
T han k  you.
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O F F E R E D  IN THE H O U S E  BY REP. U L M E R

TO: C S H J R  66 (Judiciary)

Page 1, line 20, a f t e r  "State,":

In s e r t  " a p p r o p r i a t i o n s  r e q u i r e d  to p a y  p r i n c i p a l  a n d  i n t e r e s t  on 

g e n e r a l  o b l i g a t i o n  b o n d s  issued b y  the S t ate,"

-1- 4 / 2 4 / 9 0



O F F E R E D  IN T H E  H O U S E  5  ^  1 BY R E P *

TO: C S H J R  66 (Judicisry)

Page 1, line 20, a f t e r  "State,":

Insert " a p p r o p r i a t i o n s  to p a y  the p r i n c i p a l  a n d  i n t e r e s t  on g e n e r a l
pfttcnr ,qqQ

o b l i g a t i o n  bonds i s s u e d  b y  a m u n i c i p a l i t y  for c o n s t r u c t i o n  of e l e m e n t a r y  or 

s e c o n d a r y  s c h o o l s , "

-1- 4 / 24 / 90
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O F F E R E D  IN THE H O U S E  BY REP. U L M E R

TO: C S H J R  66 (Judiciar y)

Page 1, line 22, a f t e r  " p e r s o n s , " :

Insert " a p p r o p r i a t i o n s  for a b e n e f i t  p r o g r a m  c a l c u l a t e d  on a f o r m u l a  

basis if the a m o u n t  r e q u i r e d  to f ully fund the p r o g r a m  f o r  the f i s c a l  y e a r  

is g r e a t e r  than the a m o u n t  r e q u i r e d  f o r  the p r e v i o u s  f isc al y e a r  due to a n  

i n c r e a s e  in p o p u l a t i o n , "

-1- 4 / 2 4 /9 0
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Cook

U M - V h d V U l W

O F F E R E D  IN THE H O U S E  B Y  r e p . ULMER

TO: C S H J R  66 (Judiciary)

Page 1, line 22, a f t e r  " p e r s o n s , " :

Insert " a p p r o p r i a t i o n s  for a p r o g r a m  that g e n e r a t e s  d u r i n g  the fiscal 

ye a r  an a mount in p r o g r a m  r e c e i p t s  equal to or g r e a t e r  than t w enty p e r c e n t  

o f  the cost of o p e r a t i n g  the p r o g r a m  for  that y e a r , "

4/24/9 0



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"

A M E N D M E N T

B Y K O P O N E N

TO: H C S C S S S S J R  5(FIN), draft Cook 6-0161 B

4/30/90



Spending Limit and Budget Reserve Fund - Options

To T igh ten  Lim itAs C urrently  D rafted

• A ppropriations for FY 92 - 96 can no t exceed 
$2.3 billion

• A ppropriations excluded u nder the Limit are: 
To the  Perm anent Fund 
For dividends
To the Budget Reserve Fund 
To m eet a natural disaster 
Revenue bond proceeds 
Revenues from non-state sources

• A 2 /3  vote of each H ouse is required to exceed 
the Limit

• 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

To Loosen Lim it

m  •  Reduce base year am ount so less than  2.3 billion §§ • Increase base  year am ount above $2.3 billion 
IP  • Require by FY 96 that state spending  be gradually  g§ • A llow  increases each fiscal year for inflation 
|  reduced to a specified level An— ■ ------------- r---------- 1 , ! ------------ "t-

Eliminate from the list any of the non-general 
; fund appropriations so count as spending under 

the Limit:
T oP F
To m eet a natural disaster 
To the Budget Reserve Fund

m
1! 

ill
II

• Require a 3 /4  vote
• Eliminate this option

• Eliminate this option

1
• All deposited in the Perm anent Fund

vX-X;:

| |  •  A llow  increases for population  grow th  
' / ' •  A llow  increases based on the change in 

personal incom e averaged over the last 3 years
88B8gjM

% • A dd  to  the list of exclusions:
X G.O. Debt (95.6 in FY 91)

' or all debt (school debt, lease paym ents and  
general obligation: 215.5 in  FY 91)

S u p p lem en ta l w ill not count under the lim it 
, as to how  m uch can be spen t that fiscal year

• Require a m ajority vote
111

All deposited  in Budget Reserve Fund

Senator Jan Faiks

a
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H!

A s C urrently  D rafted
• A ll windfalls and  settlem ents go into the Budget 
Reserve Fund

T o  T ig h te n  L i m i t
All goes into Perm anent Fund
Split 50 /50  betw een PF and Budget Reserve

T o  L o o s e n  L i m i t
| •  H ave a m echanism  to spend som e of it

BUDGET RESERVE FUND

• If revenues are less than the am ount w hich can 
be spent under the  Limit:

By a 2 /3  vote o f each H ouse Legislature can 
appropriate from the BRF:

an  am ount u p  to the Lim it or 25% of the BRF 
balance, w hichever is less

• M oney from  the BRF can be appropriated to 
m eet a state disaster

' • Require a  3 /4  vote

|  • Reduce percent balance of fund w hich can 
• < appropriate

• Elim inate provision

I • Require a m ajority vote
[

| • N o  percentage of balance lim it so can approp- 
i! riate an  am ount u p  to the Limit

REPEAL

All the provisions sunset on  July 1,1996 H ave no  sunset provision • H ave sunset earlier than 1996

Senator Jan Faiks



p i ®

Projected Budget Decline Under Proposed H C S  SJR 5 Limit
(In Millions of Nominal Dollars)

F i s c a l Y e a r 1 9 9 0 1 9 9 1'-.'..wV, 1 9 9 2 1 9 9 3 1 9 9 4 1 9 9 5

A utho rized /P roposed /P ro jec ted  A pp rop ria tion s

General Funds (Includes Supplemental) 2 ,4 5 8 .5 2 ,5 7 6 .8 2 ,5 7 6 .8 2 ,5 5 3 .6 2 ,5 6 1 .9 2 ,5 9 2 .2

Minus: Disasters 2 .0 2.0 2 .0 2 .0 2 .0 2 .0
Fisheries Enhancement Tax 10.5 7.6 6 .0 6 .0 6 .0 6 .0

AFDC and Medicaid 105 .9 132 .5 157 .6 185 .9 2 2 0 .0 261 .1
G.O. Debt Repayments 120 .3 95 .5 6 8 .2 5 9 .7 3 3 .9 23.1

Total Sub |ac t to Lim it 2 ,2 1 8 .8 2 ,3 3 9 .2 2 ,3 4 3 .0 2 ,3 0 0 .0 2 ,3 0 0 .0 2 ,3 0 0 .0

H JR  6 6  L im it 2 .3 0 0 .0 2 .3 0 0 .0 2 .3 0 0 .0 2 .3 0 0 .0

Annual lncraaee/(Dacraaaa) In Spandlng
Allowable Under HJR 66 Limit (4 3 .0 ) 0 .0 0 .0 0 .0

Spending Under HJR 66 In Nominal Dollars 2 ,5 3 3 .8 2 ,5 5 3 .6 2 ,5 6 1 .9 2 ,566 .1
Spending Under HJR 66 In Real (1960) Dollara 2 ,4 5 8 .5 2 ,4 6 8 .2 2 ,3 18 .1 2 ,2 3 0 .2 2 ,1 3 6 .0 2 ,0 4 2 .5

DOR Mid-Case UGF Revenues (Spring *90 Forecast) 2 ,504 .3 2 ,428 .2 2 ,527 .2 2 ,543 .8 2 ,537 .4 2 ,436 .0
Carryforward From Previous Year 162.7 188.1
Adjustments to Revenue 47.6 56.3 50.0 50 .0 50.0 50.0

Total Revanuaa 2,714 .6 2 ,672.6 2 ,577 .2 2 ,593 .8 2 ,587 .4 2,486 .0

Budgat Raaerva D eposil'(W ithdraw al) 43 .4 40 .2 25.5 (8 0 .1 )
Budgat Reearva Balanca 87.1 119.5 40.0

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

Office of the Governor, Division of Policy.

4/30/90

Page 1
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j Table 4

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

*

F is c a l Y e a r 1 9 9 0 1 9 9 1 1 9 9 2 1 9 9 3 1 9 9 4 1 9 9 5

A u th o rized /P rop osed /P ro je c ted  A pp rop ria tion s

Genera] Funds (Includes Supp lem enta l) 2 ,4 5 8 .5 2 ,5 7 6 .8 2 ,5 7 6 .8 2 ,4 9 3 .9 2 ,5 2 8 .0 2 ,569 .1

Minus: Disasters
Fisheries Enhancement Tax 

AFDC and Medicaid

2.0
10 .5

106 .9

2 .0
7 .6

132 .5

2 .0
6 .0

157 .6

2 .0
6 .0

1 85 .9

2 .0
6 .0

2 2 0 .0

2.0
6.0

261 .1

Total Sub ject to  Lim it 2 ,3 39 .1 2 ,4 3 4 .7 2 ,4 1 1 .2 2 ,3 0 0 .0  0 2 ,3 0 0 .0 2 ,3 0 0 .0

H J R  6 6  L im it 2 .3 0 0 .0 2 .3 0 0 .0 2 .3 0 0 .0 2 .3 0 0 .0

Annual lncreaa«/(Decraaaa) in Spending 
A llowable Under HJR 66 Lim it (1 1 1 .2 ) 0 .0 0 .0 0.0

Spending Under HJR 66 in Nominal Dollars 
Spending Under HJR 66 in Rea l (1990 ) Dollars 2 ,4 5 8 .5 2 ,4 6 8 .2

2 .4 6 5 .6
2 .2 5 5 .7

2 ,4 9 3 .9
2 ,178 .1

2 ,5 2 8 .0
2 ,1 0 7 .8 '

2 ,569 .1
2 ,0 4 4 .9

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

2 ,504 .3
162.7
47.6

2 ,428.2
188.1
56.3

2,527 .2

50.0

2 ,543 .8

50.0

2 ,537 .4

50.0

2 ,436 .0

50.0

Total Revenues 2 ,714 .6 2 ,672.6 2 ,577 .2 2 ,593 .8 2 ,587 .4 2 ,486 .0

Budget Reserve Deposlt/(W ithdraw al) 
Budget Reserve Balance

111.6 99.9
220 .4

59.4
297.5

(8 3 .1 )
238.2

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

Office of the Governor, Division of Policy.

4/26/90

Page 1
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Table 5

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

F i s c a l Y e a r 1 9 9 0 1 9 9 1 1 9 9 2 1 9 9 3 1 9 9 4 1 9 9 5 1 9 9 6

A utho rized /P roposed /P ro jec ted  A pp rop ria tion s

General Funds (Includes Supplem ental) 2 ,4 58 .5 2 ,5 7 6 .8 2 ,5 7 6 .8 2 ,421 .1 2 ,3 1 4 .4 2 ,2 3 5 .5 2 ,1 7 8 .9

Minus: General Obligation Debt 120 .3 9 5 .5 6 8 .2 5 9 .7 3 3 .9 23.1 2 1 .5
Disasters 2.0 2 .0 2 .0 2 .0 2 .0 2 .0 2 .0
Fisheries Enhancement Tax 10.5 7.6 6 .0 6 .0 6 .0 6 .0 6 .0
Growth In AFDC and Medicaid 0 0 25 .1 5 3 .4 o 8 7 .5 128 .6 1 7 7 .4

Total Subject to Lim it 2 ,3 2 5 .7 2 ,4 7 1 .7 2 ,4 7 5 .5 2 ,3 0 0 .0 2 ,1 8 5 .0 2 ,0 7 5 .8I 1 ,9 7 2 .0

S J R  5  L im it 2.3QQ.Q 2 .1 85 .fi 2x025.3 1.9Z2.Q lxaza ,.4

Annual lncreaae/(Decrease) In Spending
Allowable Under S JR  5 Limit (1 7 5 .5 ) (1 1 5 .0 ) (1 0 9 .3 ) (1 0 3 .8 ) (9 8 .6 )

Spending Under SJR  5  in Nominal D o llars 2 ,4 0 1 .3 2 ,306 .1 2 ,2 0 5 .2 2 ,1 3 1 .7 2 ,0 8 0 .3
Spending Under SJR  5  in Rea l (1990 ) D o lla rs 2 ,458 .5 2 ,4 6 8 .2 2 ,1 9 6 .8 2 ,014 .1 1 ,8 3 8 .6 1 ,8 96 .7 1 ,5 8 3 .6

DOR Mid-Case UGF Revenues (Spring '90 Forecast) 2 ,504 .3 2 ,4 28 .2 2 ,527 .2 2 ,543.8 2 ,537 .4 2 ,436 .0 2 ,531 .3
Carryforward From Previous Year 162.7 188.1
Adjustments to Revenue 47.6 56.3 50.0 60.0 50.0 50.0 50.0

Total Revenues 2 ,714.6 2 ,672 .6 2 ,577 .2 2,593.8 2,587 .4 2 ,486 .0 2 ,581 .3

Budgat Reserve Deposlt/(W ithdrawal) 175.9 287 .7 382.3 354.3 501 .0
Budget Reserve Balance 477 .7 898.1 1.324.3 1 ,931 .3
Note that appropriations totals do not Include roappropriatlons (Including Railbelt Energy Fund)

Olfice of the Governor, Division of Policy.

4/26/90

Page 1



S e n a t e  J u d i c i a r y  C o m m i t t e e

May 1, 1990

MEMORANDUM

TO: H ouse F inance  C om m ittee

FROM: S enato r Jan

SUBJECT: A m endm ent t d H ouse CS for SJR  5
❖

As you consider the proposed com m ittee substitu te  to  C SSSSJR  5 
(F in), I w ould apprecia te  your considera tion  in  including  language 
w hich specifies the federal indices to be used in  calcu lating  in fla tion .

I ask  the  com m ittee  to consider, based  on the 4 /28 /90  w ork  draft, 
am ending the proposed  CS as fo llow s:

Page 3, line  14:

D elete: "derived from  federal ind ices as prescribed  by law"

Insert: "based on the C onsum er P rice  Index fo r all urban
consum ers for A nchorage prepared  by the U nited S tates B ureau  of 
Labor S ta tistics fo r the p rev ious fisca l year".

T hank  you.

Post Office Box V • Juneau, Alaska 99811



JUD IC IARY
CHAIRMAN

907-465-4523

JAN FAIKS 
POST OFFICE BOX V 

JUNEAU, ALASKA 99811

MEMORANDUM

TO:

FROM:

SUBJECT:

Representative Lyman Hoffman, Co-Chairman 
Representative Ron Larson, Co-Chairman 
House Finance C<;

Senator Jan

CS SS SJR 5 (a 
Fund

penditure Limit and Budget Reserve

SJR 5 is a constitutional amendment which establishes an 
expenditure limit and budget reserve fund. Attached for the 
committee's reference is an overview o f the amendment's provisions, 
the numbers as to how the limit would work in FY 92 - FY 96, and 
the impact o f 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 follow ing results:

3111 C  STREET

OUT OF SESSION
ANCHORAGE, ALASKA 9 95 03 907-561-7610



FY 93
FY 94
FY 95
FY 96

• 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 F u n d

• Revenues in excess of the limit will be deposited in a 
budget reserve fund as w ill revenues from "windfalls" and 
se ttlem en ts.

• 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 lim it and budget reserve fund sunset on 
July 1, 1996.

2 1 8 5 .0  
2 0 7 5 .8
1 9 7 2 .0  
1 8 7 3 .4

2 5 2 7 .2
2 5 4 3 .8
2 5 3 7 .4
2 4 3 6 .0

Projected Balance in Budget Reserve F u n d

• 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.



■

s? ' '

For the committee's further interest, I 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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Overview of CS SS SJR 5 (Finance)am
■ ■

In FY 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
• FY 95 1972.0
• FY 96 1 873.4

Appropriations Excluded From the Limit:

• To the permanent fund
• To pay permanent fund dividends
• For disaster emergency declared by Governor
• To the budget reserve fund
• Of proceeds from a tax approved by the taxpayers
• For increases 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

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:

• an amount up to the limit; or
• 25% of the fund's balance, whichever is less

Appropriations from the fund may be made:
• For a disaster 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



H o w  C S  S S S J R  5  ( F i n ) a m  W o u l d  W o r k :  F Y  9 2  - F Y  9 6

FY 92 FY 93 FY 94 FY 95 FY 96

Limit Under SJR 5 2,300.0 2,185.0 2,075.8 1,972.0 1,873.4

GF Exclusions Under SJR 5:
G.O. Debt 68.2 59.7 33.9 23.1 21.5
Disasters 2.0 2.0 2.0 2.0 2.0
Fisheries Enhancement Tax 6.0 6.0 6.0 6.0 6.0
AFDC/Medicaid Growth 25.1 28.3 34,1 41.1 48.8

Total Exclusions 101.3 96:0 76.0 72.2 78.3

Total of All Appropriations 2,401.3 2,281.0 2,i51.8 2,044.2 1,951.7

Revenues (1) 2,527.2 2,543.8 2,537.4 2,436.0 2,351.3

Surplus Revenues To Budget Reserve 125.9 262.8 385.6 391.8 399.6 BRF Balance:
1,565.7

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

Senator Jan Faiks - April 27, 1990



Percent Reductions and Projected Revenues

1% 2% 3% 4% 
Reduction Each Fiscal Year

5% Revenues Revenues 
M id Case M id Case 
(nominal) (real 1989$)

Projected
Inflation

FY 92 2,300.0 2,300.0 2,300.0 2,300.0 2,300.0 2428.14 2233.56 4.75
FY 93 2,277.0 2,254.0 2,231.0 2,208.0 2,185.0 2527.16 2219.23 4.75
FY 94 2,254.2 2,208.9 2,164.1 2,119.7 2,075.8 2543.79 2132.54 4.75
FY 95 2,231.7 2,164.7 2,099.1 2,034.9 1,972.0 2537.39 2030.71 4.75
FY 96 2,209.4 2,121.4 2,036.2 1,953.5 1,873.4 2435.96 1861.14 4.56

S e n a t o r  J a n  F a i k s



FY 90 
FY 91 
FY 92 
FY 93 
FY 94 
FY 95 
FY 96 
FY 97 
FY 98 
FY 99 
FY00

L o w  C ase  
Nominal $ Real 1989 $ Inflation

2380.86 2293.04
2046.78 1898.93
1967.79 1755.91
1854.47 1592.55
1840.28 1520.46
1715.60 1363.71
1615.38 1234.67
1495.72 1099.24
1356.43 958.53
1230.39 836.02
1089.02 711.50

Nominal $
M id  Case  
Real 1989$ Inflation Rate

I I I

4.092504.39 2405.99
2428.14 2233.56 4.44
2527.16 2219.23 4.75
2543.79 2132.54

’4.752537.39 2030.71
2435.96 1861.14 4.75
2351.30 1718.11 4.56
2245.45 1569.21 4.56
2175.29 1453.88 4.56
2110.38 1348.98 4.56
2071.20 1266.20 4.56

Nominal $
H ig h  C ase  
Real .1989$ Inflation Rate

2622.89 2503.95 4.75
2891.87 2616.81 5.50
3068.06 2626.78 5.69
3249.50 2632.34 5.69
3618.72 2773.62 5.69
3679.45 2668.34 5.69
3809.37 2613.83 5.69
4194.03 2722.84 5.69
4170.03 2561.50 5.69
4144.59 2408.81 5.69
4254.84 2339.76 5.69

P r o j e c t e d  R e v e n u e s  - A l a s k a  D e p a r t m e n t  o f  R e v e n u e  S p r i n g  1 9 9 0

S e n a t o r  J a n  F a i k s
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FURTHER

] C o m m i t t e e  Backup attached

o

2 / 1 5 / 8 9

Mr. President:

DATE T U R N E D  INTO OFFICE

_Committee considered

D i s a p p r o v i n g  the L o c a l  B o u n d a r y  C o m m i s s i o n  r e c o m m e n d a t i o n  for a n n e x a t i o n  
of t e r r i t o r y  to the F a i r b a n k s  N o r t h  S t a r  B o r o u g h

and r e c o m m e n d e d

[ ;j r e p l a c e  w i t h  
[ j o r  ado p t  ____

cs
cs"

[ ] a t t a c h e d  amendment(s) and

[ ] _____________________letter of int e n t  adopted

[ ] do p a s s  

[ ] do n o t  pass 

[ ] n o  r e c o m m e n d a t i o n

[ ] f u r t h e r  referral to

[ 4  m

)[] same title 
’) [ :j n e w  title 

[j technical 
title change 
(HB only)

F I S C A L  N O T E  (3) [/] m r o S ! 0  [ vj fiscal impact ■•••* ] appropriation no FN 
[ ] n e w  [ ] u p d a t e d  [ ] previous
[ ] same as p r e v i o u s  fiscal note(s) p u b l i s h e d  _______________ _______

M E M B E R S  S I G N I N G  DO PASS O T H E R



S T A T E OF A L A S K A  
1989 L E G I S L A T I V E  S E S S I O N

F I S C A L  N O T E

REQUEST
R e v i s i o n  Date: F e b r u a r y  27. 1989 

Title: D i s a p p r o v i n g  Fbks No. Star 

B o r o u g h  A n n e x a t i o n ____________________

B i n k l e y  and Adams

S e n a t e  F i na n c eR e questor:

A g e n c y  A f f e c t e d :  Revenue. E d u c a t i o n .  C & R A  

BRU: 011 & Gas Audit. K-12 S u p p o r t_________

C o m p o n e n t s : O p e r a t i n g .  F o u n d a t i o n  S u p p o r t

E X P E N D I T U R E S / R E V E N U E S :  (Tho u sa n d s  of Dollars)

O P E R A T I N G
I
I.
| P E R S O N A L  S E R V I C E S  

| T R A V E L  

| C O N T R A C T U A L  

| S U P P L I E S  

| E Q U I P M E N T  

| L A ND S  &  S T R U C T U R E S  

| GRANTS, C L A I M S  

1 M I S C E L L A N E O U S

I FY 89 I FY 90 I FY 91 I FY 92 I FY 93 I FY 94

i T O T A L  O P E R A T I N G

|_______CAPITAL

I REVENUE

FUNDING: ( T h o u s a n d s  of Dollars)
| GENERAL FUND 
j FEDERAL FUNDS 
| OTHER
j TOTAL________

P OSITIONS:

| F U L L - T I ME  

| P A R T - T I ME  

I T E M P O R A R Y

A N A L Y S I S :

Notes: 1. C o m b i n e d  fiscal n o t e  - by Dept, of E d u c a t i o n ,  C&RA, and Revenu e .

2. A d o p t i o n  of r e s o l u t i o n  - p a s s a g e  w o u l d  l eave p r o j e c t e d  GF r e v e n u es  unchanged. 

* 3 .  Fiscal Impact - see a t t a c h e d  a n a l y s i s.

P r e p a r e d  By: Ro y c e  W e l l e r  & J 1 m  Plasman 
Di vision:

A p p r o v e d  by C o m m i s s i o n e r :  Hugh Ma 
Agency: D e p a r t m e n t  of Reve nu e

D i s t r i b u t i o n  (by prepa r e r) :  
L e g i s l a t i v e  F i n a n c e  

L e g i s l a t i v e  S p o n s o r  

R e q u e st o r

O f f i c e  of M a n a g e m e n t  and Bu d g e t  

Impacted A g e n c y ( l e s )

Phone: 4 6 5 - 2 3 0 0  o r  4750 
Date: 2 - 2 7 - 8 9



.

'

’V*. -f'"' HV

f ? 8  ■

4 H f lf « !'#

a n n e x a t i o n )  w o u l d  l e a v e  p r o j e c t e d  G F  r e v e n u e s  u n c h a n g e dAUUJJ U1UII L OcTXV X7
H e n c e ,  t h i s  r e s o l u t i o n  c a r r i e s  a  z e r o  f i s c a l  i m p a c t .

F a i l u r e  t o  A d o p t  R e s o l u t i o n  

(4 p o s s i b l e  r e v e n u e  i m p a c t s )

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

t i m i n g  ( w h i c h  f i s c a l  y e a r  is  i m p a c t e d )  of t h e i r  i m p a c t s  is o p e n  to q u e s t i o n .  T h i s  i s s u e — a t  

t h e  r e q u s t  o f  t h e  S e n a t e  F i n a n c e  C o m m i t t e e — h a s  b e e n  s u b m i t t e d  to  t h e  A t t o r n e y  G e n e r a l ' s  

o f f i c e  f o r  r e v i e w  a n d  c o m m e n t  ( s e e  a t t a c h e d  m e m o ) .

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

S c e n a r i o  1

P r o p e r t y  t a x e d  b y  m u n i c i p a l i t y  M a r c h  5, 1 9 8 9 .  M u n i c i p a l  t a x  p a y m e n t  m a d e  o n  o r  b e f o r e  J u n e  

30.

F Y  89 F Y  9 0 F Y  91 F Y  92 F Y  93 F Y  94

R e v

E d u c .

T o t a l

( 2 . 1 1 9 . 9 )  

0
( 2 . 1 1 9 . 9 )

( 1 . 9 8 1 . 2 )  
0

( 1 . 9 8 1 . 2 )

( 1 , 8 4 2 . 5 )

6 9 5 . 5

( 1 , 1 4 7 . 0 )

( 1 . 7 1 3 . 5 )  
6 5 0 . 0

( 1 . 0 6 3 . 5 )

( 1 , 5 9 3 . 6 )
6 0 4 . 5

( 9 8 9 . 1 )

( 1 , 4 8 2 . 0 )
5 6 2 . 2

( 9 1 9 . 8 )

S c e n a r i o  2

P r o p e r t y  t a x e d  b y  m u n i c i p a l i t y  M a r c h  5, 1 9 89. M u n i c i p a l  t a x  p a y m e n t  m a d e  a f t e r  J u n e  30.

F Y  89 F Y  90 F Y  91 F Y  92 F Y  93 F Y  94

R e v

E d u r

T o t a l

( 2 . 1 1 9 . 9 )  

0
( 2 . 1 1 9 . 9 )

( 1 , 9 8 1 . 2 )

6 9 5 . 5

( 1 , 2 8 5 . 7 )

( 1 . 8 4 2 . 5 )  

6 5 0 . 0

( 1 . 1 9 2 . 5 )

( 1 , 7 1 3 . 5 )

6 0 4 . 5

( 1 , 1 0 9 . 0 )

( 1 , 5 9 3 . 6 )

5 6 2 . 2

( 1 , 0 3 1 . 4 )

p a g e  2 o f  3
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R e v  0  ( 1 , 9 8 1 . 2 )  ( 1 , 8 4 2 . 5 )  ( 1 , 7 1 3 . 5 )  ( 1 , 5 9 3 . 6 )  ( 1 , 4 8 2 . 0 )

E d u c .  0 0 0 6 5 0 . 0  6 0 4 . 5  5 6 2 . 2

T o t a l  0 ( 1 , 9 8 1 . 2 )  ( 1 , 8 4 2 . 5 )  ( 1 , 0 6 3 . 5 )  ( 9 8 9 . 1 )  ( 9 1 9 . 8 )

S c e n a r i o  4

P r o p e r t y  t a x e d  b y  m u n i c i p a l i t y  J a n u a r y  1, 1 9 9 0 .  M u n i c i p a l  t a x  p a y m e n t  m a d e  a f t e r  J u n e  30.

F Y  89 F Y  90 F Y  9 1 F Y  9 2 F Y  93 F Y  94

P r o p e r t y  t a x e d  b y  m u n i c i p a l i t y  J a n u a r y  1, 1990, 

30.

. - .j v
M u n i c i p a l  t a x  p a y m e n t  m a d e  o n  o r  b e f o r e  J u n e

F Y  92 F Y  93 F Y  94F Y  91F Y  90F Y  89

R e v

E d u c .

T o t a l

0
0
0

0
0
0

( 1 . 9 8 1 . 2 )  

0
( 1 . 9 8 1 . 2 )

( 1 . 8 4 2 . 5 )  

6 5 0 . 0

( 1 . 1 9 2 . 5 )

( 1 , 7 1 3 . 5 )

6 0 4 . 5

( 1 , 1 0 9 . 0 )

( 1 , 5 9 3 . 6 )

5 6 2 . 2

( 1 , 0 3 1 . 4 )

p a g e  3  o f  3



I n t r o d u c e d : '  1 / 3 1 / 8 9  ^
R e f e r r e d :  C o m m u n i t y  a n d  R e g i o n a l

A f f a i r s  a n d  F i n a n c e
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I K  T H E  S E N A T E B Y  B I N K L E Y  A N D  A D A M S  

S E N A T E  J O I N T  R E S O L U T I O N  NO. 19 

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

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

D i s a p p r o v i n g  t h e  L o c a l  B o u n d a r y  C o m m i s­

s i o n  r e c o m m e n d a t i o n  f o r  a n n e x a t i o n  o f  

t e r r i t o r y  to t h e  F a i r b a n k s  N o r t h  S t a r  

B o r o u g h .

B E  IT  R E S O L V E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

W H E R E A S ,  u n d e r  art. X, sec. 12, C o n s t i t u t i o n  of  t he S t a t e  of A l a s k a ,

11 t he L o c a l  B o u n d a r y  C o m m i s s i o n  h a s  p r e s e n t e d  to t he l e g i s l a t u r e  its rec-

12 o m m e n d a t i o n  d a t e d  J a n u a r y  18, 1989, e n t i t l e d  " A n n e x a t i o n  to th e  F a i r b a n k s

13 N o r t h  S t a r  B o r o u g h " ;  a n d

14 W H E R E A S  a r e c o m m e n d a t i o n  of t h e  L o c a l  B o u n d a r y  C o m m i s s i o n  p r e s e n t e d  to

15 t he l e g i s l a t u r e  b e c o m e s  e f f e c t i v e  45  d a y s  a f t e r  p r e s e n t a t i o n  o r  at t h e  e n d

16 of the s e s s i o n ,  w h i c h e v e r  is e a r l i e r ,  u n l e s s  d i s a p p r o v e d  b y  a r e s o l u t i o n

17 c o n c u r r e d  i n  by  t he m a j o r i t y  o f  t h e  m e m b e r s  of e a c h  h o u s e ;

18 B E  IT R E S O L V E D  by  t he A l a s k a  S t a t e  L e g i s l a t u r e  t h a t  t h e  r e c o m m e n d a t i o n

19 of  the L o c a l  B o u n d a r y  C o m m i s s i o n  d a t e d  J a n u a r y  18, 1989, a n d  e n t i t l e d

20 " A n n e x a t i o n  to the F a i r b a n k s  N o r t h  S t a r  B o r o u g h "  is d i s a p p r o v e d .



S e n a t o r  J o h n e  B i n k l e y

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

Finance Committee 
Co-Chairman

S E N A T E  JOINT R E S O L U T I O N  NO. 19

Senate Joint Resolution No. 19 is 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 P u m p  

Station 7 and attendant pipeline with an assessed value of 

$162,600,000, and will allow the F N S B  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 F N S B  Annexation Fails to Meet the Criteria for Annexation. 

The L B C  has eight standards by which to allow an annexation and, by 

the staffs o w n  admission, this annexation fails to meet the first 

seven. The only standard cited by the L B C  is 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 w a y  to flag the problem." There is absolutely 

no justification for the L B C  to take upon itself the deliberation of 

equitable funding am o n g  the political sub-divisions of the state: that

task belongs to the legislature.



2. The F N S B  is not Deficient in Taxable Property 

Even if the L B C  had jurisdiction to m a k e  revenue allocations to local 

government under the guise of annexation, the F N S B  is not a very 

good candidate for their largesse. The L B C  points out that the F N S B

has a lower per capita valuation than the average borough and they 

are correct. W h a t  the L B C  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 F N S B  does. For example, even 

without annexation the F N S B  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 L B C  is 

that these boroughs which already have a lower per capita valuation 

than the F N S B  should sacrifice another $1,900,000, so that the gap 

can be even greater.

3. The L B C  Recommendation is not Supported by a Majority of the 

L B C  Commissioners.

T he L B C  recommendation in favor of the annexation is seriously 

flawed due to a lack of adoption of formal operating procedures by 

the Commission. Originally, the L B C  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. T o  m y  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 .  T h e  L B C  Recom m enda t i o n  Igno re s  L eg i s l a t i v e  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 Y u k o n  Flats R E  A  A  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 m a y  tax, there is an 

excess of property in the Yuk o n  Flats R E A  A  and, therefore, the 

viability of a borough co-terminous with the R E A A  would not be 

diminished by the proposed annexation. While this is true, it does 

not take into account a borough with a configuration m u c h  larger 

than the Y u k o n  Rats R E A A .  The Tanana Chiefs Conference is 

currently considering such a borough and to allow this annexation to 

go forward m a y  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.



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

My wife and I 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 into 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 insurance 
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 in 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

STATEMENT 
BY

REPRESENTATIVE NIILO KOPONEN

a



p r o v i d e d  t h a t  p r o p e r  p l a n n i n g  a n d  c o n t r o l  of  r i v e r  d r a i n a g e s  
s h o u l d  b e  a pr i ority:  t h e  T a t a l i n a  R i v e r  flows in to  t h e
B o r o u g h  a n d  is f ed  b y  O'Brien, S t a t e  a nd  G l o b e  C r ee k s w i t h i n  
t h e  p r o p o s e d  a n n e x a t i o n  area.

I h o l d  t h a t  t h e  w e i g h t  of  hist o ri ca l , social, e c o n o m i c  and 
l a n d  u s e  p l a n n i n g  i n f o r m a t i o n  s u p p o r t s  t h i s  a n n e x a t i o n  a nd 
t h a t  it s h o u l d  b e  a l l o w e d  t o  proceed . I w a s  i n v o l v e d  in 
s u p p o r t i n g  t h e  v e r y  b e g i n n i n g  of t h e  A l a s k a  N a t i v e  L a n d  Cl ai ms 
m o v e m e n t  a n d  h a v e  c o n t i n u e d  t h a t  support. I k n o w  o f  n o  w a y  in 
w h i c h  t h i s  a n n e x a t i o n  is c o u n t e r  to  t h e  in te re s ts  or 
a s p i r a t i o n s  of  A l a s k a ' s  r ural re sidents.



C O M M U N I T Y  P L A N N I N G m M
IOMILES

Der.ved from USGS LIVENGOOD QUADRANGLE

Litingooa
Oomt

L I V E N G O O D

W H I T E  M O U N T A I N S  

N A T I O N A L  

R E C R E A T I O N  A R E A

PUMPING STATION 7Toio»ono 
Ho* S©f»ng» 
Oomt

HOt Sp*»OQl

AiCMrKo w* 
?5mf f

b o r o u g h B o u n d a r yFAIRBANKS NORTHS-STAR

Hc>l*3C» Min



Sietie

C HATA N IKA

CHENA  H O T T P R I N G S
MURPHY
DOVEvjy-i--«

TWO
R I V E R S  s*;Chrng

F A I R B A N K S  B A S E  L I N Efh vo r

,V''2n»n0F A I R B A N K S  /NO-- —

. \ \ N O R T H  POLE

SALCHA

]/■•. H o r d in g  L o t t

*> t 8 ‘rch Lotto

- E L L I O T T  H IG HW AY  
A N N E X A T IO N

C h a t a n tO o

FNSB  D EPT  OF  C O M M U N ITY  PLA N N IN G

Approiimata Seal* • t">>3milaa

F A I R B A N K S  N O R T H  S T A R  BOROUGH 
A R E A  MAP


