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A complete listing of debt issued by the Bond Bank and outstanding is found in Table 3.9.

TABLE 3.9 
Alaska Municipal Bond Bank 
Debt Issued and Outstanding 

(̂thousands)

Date Amount Issued
Outstanding 
at 6/30/05

1976 General Resolution General Obligation Bonds 
1995 Scries A 5/1/1995 13,975 2,330
1995 Series C 10/1/1995 5,110 1,090
1995 Series D 12/1/1995 1,985 90
1996 Series A 2/1/1996 5,000 610
1996 Series B 9/1/1996 7,705 895
1997 Series A 2/1/1997 1,605 385
1997 Scries B 10/1/1997 12,185 1,435
1998 Scries A 4/1/1998 7,950 6,500
1998 Series B 12/1/1998 3,715 1,830
1999 Scries A 4/1/1999 13,385 10,045
2000 Scries A 3/1/2000 9,805 2,830
2000 Scries B 5/15/2000 10,730 2,960
2000 Series C 8/1/2000 21,645 6,360
2000 Scries D 10/1/2000 1,800 1.5S0
2000 Series E 11/15/2000 16,390 11,050
2000 Series F 11/15/2000 1,175 810
2001 Scries A 8/1/2001 15,475 14,270
2001 Scries B 10/15/2001 3,835 3,480
2002 Series A 5/1/2002 15,445 12,470
2002 Scries B 8/15/2002 11,590 11,055
2003 Series A 2/12/2003 9,305 8,745
2003 Scries B 4/8/2003 3,075 2,035
2003 Scries C 5/22/2003 8,250 6,800
2003 Series D 8/7/2003 14,520 13,965
2003 Scries E 9/30/2003 32,020 31,125
2003 Series F 10/15/2003 3,235 1,690
2003 Scries G 1/6/2004 24,110 22,825
2004 Scries A 2/5/2004 20,270 19,190
2004 Series B 4/8/2004 17,425 16,690
2004 Scries C 7/21/2004 14,575 14,575
2004 Series D 12/1/2004 13,925 13,925
2005 Scries A 3/22/2005 32,655 32,655
2005 Series B 5/4/2005 27,625 27,625

"otal 401,495 303,920
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TABLE 3,9 (Continued) 
Alaska Municipal Bond Bank 
Debt Issued and Outstanding 

S(thousands)

Total General Obligation Bonds 401,495 303,920
Revenue Bonds

1995 Scries A Revenue Bonds 6/1/1995 3,225 2,265
1997 Series A Revenue Bonds 10/1/1997 i5,225 13,935
1998 Scries A Revenue Bonds 12/1/1998 13,210 6,170
1998 Series B Revenue Bonds 12/1/1998 2,525 1,105
1999 Series A Revenue Bonds 12/1/1999 1,865 1,660
2000 Scries A Revenue Bonds 5/1/2000 2,430 445
2000 Series B Revenue Bonds 12/1/2000 3,000 2,725
2001 Scries A  Revenue Bonds 8/1/2001 1,725 1,550
2001 Series B Revenue Bonds 8/1/2001 2,525 2,285
2002 Series A Revenue Bonds 12/1/2002 6,250 5,380
2003 Scries A Revenue Bonds 3/1/2003 5,685 2,935
2003 Scries B Revenue Bonds 5/15/2003 19,000 19,000
2003 Scries C Revenue Bonds 7/2/2003 1,015 820
2004 Scries A  Revenue Bonds 8/26/2004 28,845 28,845
2004 Series B Revenue Bonds 9/1/2004 5,365 5.365

Total 111,890 94,485
Coastal Energy Loan Fund

City of Nome
Port Authority FY 86 5,000 5,000
City of St. Paul

Fuel Tank Farm FY 88 6.563 6,006
11,563 11,006

Total Alaska Municipal Bond Bank Debt S 524,948 $ 409,411

Source: Alaska Municipal Bond Bank Authority 

E. A la s k a  R a ilro a d  C o rp o ra tio n

Legislation signed into law during 1984 established the Alaska Railroad Corporation as a public corporation of 
the State to manage the Alaska Railroad upon its acquisition from the Federal Government until its possible 
transfer to private ownership. The corporation is administratively placed within the Department of Commerce 
and Economic Development. The corporation has the power to issue bonds if such issuance is approved by law. 
Bonds issued by the corporation would not bear the full faith and credit of the State The Railroad is not 
authorized to issue State moral obligation bonds.

By Chapter 77, SLA 1994, the Railroad is authorized to issue revenue bonds in the principal amount of $55.0 
million for the construction and acquisition of the Alaska Discovery Center for the Ship Creek Project in 
Anchorage.

Chapter 71, SLA 2003 authorized the ARRC to issue up lo $17 billion in revenue bonds to finance the 
construction of a natural gas pipeline and related facilities, subject to an agreement with a third party to pay the 
debt service and other costs of the bonds. To dutc, no bonds have been issued.
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Chapter 46. SLA 2004 authorized the ARRC to issue up to S500 million in revenue bonds, subject to an 
agreement with a third party to pay the debt service, and other related bond costs, to finance the cost of 
extending its rail line to For: Greely, Alaska. To date, no bonds have been issued.
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LETTER FROM IHE GOVERNOR

IHE BOND BANK /!«. /«£«■ W&N

.  ^ / y ///  f%/
Governor Frank H. Murkowski

Dear Alaskans: December 2005

VS*m

It seems that too often, whether through over-regulation or bureaucratic inefficiency, government hinders rather than helps construction o f sound economic development or public works projects.I am  proud to present the Alaska M unicipal Bond Bank Authority as a great exam ple of government getting it right. The job of the authority is to help m unicipalities. Tins report shows that in fiscal year 2005 the authority issued $123.0 million in bonds and provided direct savings of $10.7  million to Alaska m unicipalities.Local governments sell their bonds to the authority to achieve lower costs and take advantage o f the Bond B ank's high credit ratings, Because bonds issued by the authority arc backed by the moral obligation of the state, they have highci credit ratings than bonds issued by most Alaska m unicipalities,In fiscal year 2005, bonds sold by the authority financed school construction in Kodiak, Petersburg, Sitk a , and Ketchikan; harbor improvements in Adak; a hospital in • lun cau; street improvements in North Pole: at, I a new ice rink in Palmer. It also financed roof repairs for Anchorage's Performing A lls  Center and refinanced outstanding bonds for savings to Haines, Palmer, Ketchikan, Fairbanks, Cordova, Sitkii, U n alaska, and the Northwest Arctic Borough.My adm inistration has made a conceited effort to m aintain the state's credit ratings over the past three years. The payoff for fiscal discipline, curtailing the use of debl. and laying the groundwork for a long-term fiscal plan has been a return to stable credit ratings. In the case of the Bond B ank, ilus has resulted in a credit upgrade lo AI from Moody s Investors Service in fiscal year 2005. ll is gratifying to see these efforts converted to real and rneasti able savings for Alaskans throughout iheir 
m unicipal governm ents.O u r job  is not finished. Keonomie and lesouree development through impioved iiilrasii ucuire and efficient government continue a s a main focus o f niv adm inistrationThe benefits ol the d im  i come in greater opportunities for A laskans to find the careers needed l<» raise families and enjoy tlu* great bounty o f ihe Last Frontier.Sincerely \ ours,

Frank II. Murkowski Governor
M \ . Is \  Ml \ |<  II \l  I i 11 \  11 H WN  M l l l u KI h



LEI1ER FROM IHE CHAIRPERSON

l it  ;ill Alaskans:

The year 2005 marked the 30th year o f  existence fo r the Alaska M unicipal Bond Bank Authority  

(Bond Bank). Since its inception in August ol 1075, the Bond Bank has helped Alaskan com m uni­

ties secure over §N00 m illion  dollars in financing for public works projects that have improved the 

standards o l health, safety and education for our citizens. The municipalities using the services 

ol the Bond Bank have realized significant savings, reducing the burden on taxpayers throughout 
the state.

T he  Bond Bank was created to assist Alaskan communities issue bonds. Some communities simply 

lack fam iliarity w ith the financial markets, others seek to reduce the cost o f  issuing bonds, and 

some municipalities tind they can get Better terms on bonds issued by the Bond Bank.

I he Bond Bank realizes savings fo r communities in a number o f  ways. We pool bonds, selling 

much larger issues than any one comm unity would, thereby creating economies o f scale. Because 

o l our level o f  activity, we contract fo r professional services at a lower cost than could less active 

bond issuers, I he Bond Bank also has a better credit rating than is available to most communities, 

resulting in lower interest rates.

T he  Bond Bank provides services to urban and rural communities in every region o f the State as 

demonstrated by a review o f the financial information that follows.

Beginning in I ‘>77. the Bond Bank has rem itted to th " State o f  Alaska annual investment earnings 

in excess of operating needs. At $26.0 m illion , those remittances now exceed, by over SS.5 m il­

lion. the SIS, 6 m illion  appropriated by the State o f  Alaska to the Bond Bank between the years 

I‘W an d  I'Wi.

fiscal year 2005 saw a continuation o f the trend o f  increased use o f  the Bond Bank. Six series o f 

bonds were issued fo r $123 m illion  Ibr fourteen Alaskan communities. Bond Bank participation 

in these transactions is estimated to have saved over $16.7 m illion.

i he Bond Bank is indeed an idea that works an example o f  the benefits that can be realized 

through good government.

In accordance w ith Alaska Statute -M.S5.lO0, we respectfully submit the attached year 2005 repot t 
ol the activ itics and financial condition of the Bond Bank.

We hope you share w ith us our pride in the Bond Bank's accomplishments this outstanding 

v ear.

S incerely,

K. I K siiiond Mavo

2 n o 5 \ \ \ l  M K l l n K t



IHE BOND BANK /1>\ ~P'r̂  Vfa'fy

IHE ALASKA MUNICIPAL BONO BANK AUlHORliy

- i
. v .  - 
»  :•

The Bond Bank is 11 pub lic  corporation  that aids 

Alaskan communities by issuing bonds, and using the 

proceeds to purchase the m unicipalities' general o b li­

gation and revenue bonds. It commenced operations 

in August 1975.

'I  he Bond Bank has a legal existence independent o f 

and separate from the State of Alaska. Bonds issued 

by the Bond Bank are payable only Irom Bond Bank 

funds. T he  State lias pledged its moral obligation to 

the maintenance o l a debt service reserve lo r all of the 

Bond Banks bonds, ( fo r  more information please see 

Notes to financia l Statements.)

flte  powers o f  the Bond Bank are vested in its Board 

o f Directors. The membership o f  the Board consists ol 

live directors representing both the public and private 

sector. The three private sector board members are

appointed by the G overnor and serve four-year terms. 

They are joined on the Board by the Commissioner o f 

Revenue and the Commissioner o f  Commerce, Com ­

m unity N f.conom ic Development (or their assigned 

representatives).

T he  Board o f D irectors operates in accordance w ith  

the Bond Bank Act (AS 44.S5), its published regula­

tions (15 AAC  144) and its by-laws. Thu hoard’s main 

responsibility is to approve bond issues.

The  Bond Bank may not issue revenue bonds in excess 

o f  S75 m illion  in any fiscal year unless the Alaska Leg­

islature approves a greater amount. T he  Bond Bank is 

fu rther restricted to a lim it o f  S500 m illion  o f  bonds 

or notes outstanding. As o ff lin e  30, 2005. obligations 

totaled $409.4 m illion , allow ing for additional bond 

issuances o f  approximately S90.6 m illion .

\ t  AMs \  M l M l  111 \  I l i t ) \ l >  It \N h  \ l  1110 K11 i
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AN IDEA I HAT WORKS

The Bond Bank pays its own way. The Bond Bank’s 
reserve accounts serve to Both guarantee the bonds 
and provi ie investment income. All of the Bond 
Banks costs arc paid from these investment earnings. 
'1'he statutory earnings from its investment accounts 
exceeded expenses by $402,427 during the fiscal year 
endingjunc 30, 2005. Such excess funds are payable 
to the State of Alaska. The Bond Bank is transferring 
$250,000 of non statutory investment earnings to the 
State of Alaska in fiscal year 2006. Since 1077 the Bond 
Bank has returned excess earnings to the Stale fora cu­
mulative total of $26.0 million, exceeding by over $8.3 
million the State’s original investment of Si 8.6 million 
(appropriated in the years 1076 through 1086).

Alaska’s investment in the Bond Bank is compounded 
in other ways.

Alaskan communities taking advantage of the Bond 
Bank’s services realize considerable savings. These

communities may have low bond ratings or, although 
credit worthy, have not issued bonds or notes, or have 
little outstanding debt, and lack investor familiarity.

Some larger communities, capable of issuing their own 
bonds, find that the Bond Bank’s services result in less 
expense, especially for small bond issues.

In addition to the annual dividends received from the 
Bond Bank, it costs the State of Alaska less money to 
reimburse communities for such capital project" as 
schools built with funds provided by Bond Bank issues. 
Since bonding expenses for Alaskan communities are 
less than they would be otherw ise, the interest expense 
is less for the State.

'Hie Bond Bank operates efficiently. Department of 
Revenue staff serve as executive director and provide 
accounting.support. Where economies of scale dictate, 
the Bond Bank hires outside professional staff. , »- •

i f

CUMUIAIIVE APPROPRIATIONS COMPARED 10 CUMULATIVE EXCESS EARNINGS RETURNED 10 STAIE

.M ill', \ \ \ l  \ l  k I I ' l lR I



IHE BOND BANK A* 'U /7W

HELPING ALASKAN COMMUNITIES

The Bond Bank is organized to work with all Alaska 
municipalities, especially new and infrequent issuers of 
debt for capital projects. From the time a municipality 
contacts the Bond Bank, legal and financial profession­
als with extensive experience in Alaska financing begin 
working with municipal managers to develop the most 
advantageous financing program for the community.

If it becomes clear that: debt financing through the 
Bond Bank is neither possible nor appropriate, for any 
particular municipality, the Bond Bank will continue

to work with the municipality’s administration to 
find other means or ways of meeting their financial 
objectives.

In most instances the Bond Bank is able to relieve mu­
nicipalities from paying certain costs of issuing bonds, 
such as official statement printing, trustee and paying 
agent fees. For this reason, even large communities 
with a track record of issuing bonds occasionally seek 
the services provided by the Bond Bank.

<v' ,
xx;/At I

'/I
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ISSUING BONDS

The Bond Bank issues mostly tax exempt bonds. Pur­
chasers of these bonds, including bond mutual funds, 
institutional investors, and insurance companies do not 
have to pay taxes on the income received.

Kadi individual issue of the Bond Bank is reviewed by 
Moody's Investors Service and Standard and Poor’s 
Corporation. Because the Bond Bank has received 
‘A’ ratings, considered “investment grade," from two 
major national bond rating agencies, it is able to bor­
row money at lower interest rates than most Alaskan 
municipalities.

In addition, when it is economical and cost effective 
to do so, the Bond Bank obtains bond insurance, and 
thereby secures ‘AAA’ ratings.

The Bond Bank strengthens its portfolio by including 
Alaskan communities widely distributed geographi­
cally, with different economic bases, and limiting 
the total percentage of bonds committed to any one 
muni

The Bond Bank often pools municipal general obliga­
tion bond issues into a single issue. Following the sale 
or the issue, the Bond Bank purchases the individual 
issues from each community.

LEVERAGING STATE DOLLARS

An important reason for the Bond Bank’s favorable 
bond rating and lower borrowing costs is that it secures 
its bonds with reserve funds supported by the “moral 
obligation" of the State of Alaska.

The reserve funds are available to cure defaults, should 
they occur. For General Obligation Bonds, two-thirds 
of the reserve is funded from bond hank assets and one- 
third is funded from the proceeds of new bond issues.

The reserve fund is normally used to leverage debt at 
better than an eleven to one ratio. For every SI million 
placed in the reserve fund, more than Si I million of 
outside capital is attracted to the state.

■
I
I

CURRENT FINANCINGS fy  2005 BONDS ISSUED

514.575.001)

GENERAL OBLIGATION BONDS 2004 SERIES C 
Cily of Palmer - Ice Rink
Cily o( Petersburg -  Elementary, Middle and lli<|li 
School Renovations
Standard A Poor's AAA; Moody's Aaa: FSA Insurance 
Competitive Sale -  CltyGroup Global Markets 
20 year: True Interest Cost 4.373%

S 28,845,00(1

REVENUE BONDS 2001 SERIES A 
Cily & Borough oT Juneau - Hospital 
Standard A Poor's AAA: Fitch AAA: MBIA Issued 
Negotiated sale - RBC Darn Rauschei 
30 year: True Interest Cost 4 962%

Si. 305,0111

REVENUE BONDS 2001 SERIES B 
Municipality oT Anchorage - Performing Arts Center 
Standard A Poor AAA: Filch AAA: MBIA Insured 
Competitive Sale - Wachovia Securities 
30 year: True Interest Cost 4.732%

SI VJ.Miihi

GENERAL OBLIGAIION BONDS 2004 SERIES D
Kodiak Island Borough - High School and New Pool
Cllv ot Adak - Small Boat Hailior
Standard A Poor's AAA: Moody's Aaa: XL Capital Insured
Competitive Sale - Wells Fargo Brokerage
20 year: True Interest Cosl 4.170%

Issued amounts are Inclusive oT Reserve obligations

$;.> iii.nou
GENERAL OBLIGATION BONDS 2005 SERIES A 
Cily of Ketchikan, City ol Fairbanks, Clly of Cordova, 
City of Unalaska. City and Borough of Sitka. Noilhwcsl 
Arctic Borough - Refunding 
Standard & Poor's AM.- Moody's Aaa: FGIC Insured 
18 years; True Interest Cost 4.203550

S37.025.0IUI

GENERAL OBI IC.AIION BONDS 2005 SERIES B 
Clly of N'otlli Pole -  Street Improvements 
Clly and Borough of Sitka - Elementary, Middle A High 
School Improvements
Ketchikan Gateway Borough - ( lemcnlaiy and Middle 
School
Haines Borough and Cily of Palmer - Refunding 
Standard and Poor’s AAA: Moody’s Aaa: MBIA 
20 years: True Interest Costs 3.9385%

2 n I)5 \ \ M  \ |  |t| I ' Ok l



IHE BOND BANK A* H**- ~P*af Vfa'N

GENERAL OBLIGATION BONDS

Municipal general obligation bonds, the Bond Banks 
mainstream program, are usually issued to finance 
facilities that do not generate revenue, such as schools, 
roads, public safety and municipal buildings. Such 
bonds must he approved by the municipal voters.

Bonds issued by the Bond Bank to purchase municipal 
general obligation bonds arc secured by:

• Full faith and credit of each respective community 
with no taxing limitation for the general bonded 
debt issued to the Bond Bank.

• I he Bond Bank's general obligation debt service 
reserve fund. This reserve is generally funded in 
an amount equal to maximum annual debt service 
on all the Bond Bank general obligation bonds.

• All Bond Bank assets shall he used to restore the 
debt service reserve to an amount that equals the 
maximum annual debt service 011 ' " ' "
bonds.

• The statutory right of the Bond Bank, in the event 
of default, to demand and receive any funds held by 
a state agency which are payable to the defaulting 
municipality.

• The moral obligation of the State of Alaska to 
maintain the debt service reserves at their required 
levels.

REVENUE BONDS

Revenue Bonds are used to finance revenue-producing 
capital improvements such as utility or port facilities. 
Because they are not secured by a municipality’s taxing 
power, such bonds do not normally require municipal 
voter approval.

Bonds issued by the Bond Bank to purchase municipal 
revenue bonds are secured by:

♦ A pledge of the revenues from the facility being 
financed.

The municipalities' reserve fund under their bond 
resolutions. I he reserve fund generally is funded in 
an amount equal to maximum annual debt service 
on the municipalities' bonds.

The Bond Bank reserve fund under the bond reso­
lution for that issue. The reserve fund generally is 
funded in an amount equal to maximum annual debt 
service 011 the Bond Bank bonds.

The statutory right of the Bond Bank, in the event 
«>1 a default, to demand and receive from a state 
agency any funds held by that state agency which 
are payable to the defaulting municipality.

I he moral obligation of the State of Alaska to 
maintain the debt service reserves at their required 
levels.
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m m v  OF DEBT SERVICE
1976 GENERAL ROIID RESOtUIION 
1995 Sales A 
1995 Series C
1995 Series D
1996 Series A
1996 Series 11
1997 Series A
1997 Series 11
1998 Series A
1998 Series B
1999 Series A
2000 Scries A 
2000 Series B 
2000 Series C 
2000 Series D 
2000 Series E
2000 Series I'
2001 Series A
2001 Series B
2002 Series A
2002 Series 11
2003 Series A 
2003 Series B 
2003 Series C 
2003 Series D 
2003 Series E 
2003 Series I
2003 Series G
2004 Series A 
2004 Series B 
2004 Series C
2004 Series I)
2005 Series A 
2005 Series B

COASIM ENEPGV l*sAU PROGRAM REVENUE ROM1'
( (ijsEil Lneniv ReseiV 
1995A Revenue Bond 
1997A Revenue Bond 
1998A Revenue Bond 
190KB Rev i Tiue Bond 
1999A Revenue Bond 
2000A Revenue Bond 
2000B Revenue Bond 
200IA Revenue Bond 
2001B Revenue Bond 
2U02A Revenue Bond 
2003A Revenue Bond 
2003B Revenue Bond 
2003C Revenue Bond 
2004 A Revenue Bond 
2004B Revenue Bund

i' I ojii l urid
Resolution
Resoliilion
Resoluliun
Resoliilion
Resoluliun
Reso lu t ion
Resoliilion
Resoliilion
Reso lu l lo n
Resolution
Resoliilion
Reso l i i l ion
Resoluliun
Resoluliun
Resolullon

SUMMARy 111 T01AI UEBI UPVlCt IHDUin/'dllB BV I I ' 111 v t A l»

FISCAL YEAR PRINCIPAL

2006 .31,885.000
2007 25240.000
2008 22,530.000
2009 21 785000
2010 21.905.000
2011-2015 106,140000
2016-2020 93,730,878
2021-2025 59,045,000
2026 urn! nller 20,250000

S 409.410,878

IN1LRI81

17,960479 
16 598S54 
15690.521 
14826 328 
13,947,354 
55,056.371 
33,431,444 
13,399,601 
6.002.800

187 519818

CLASSIFICATION AT TUNE 3 0 ,2 0 0 5

PRINCIPAL INTEREST TOTAL
S 2,330,000 134,750 2,464,750

1,090,000 .32,700 1,122.700
90.000 2644 92,644

610,000 27.450 637,450
895,000 61.931 956,931
385,000 29.390 414,390

1,435,000 103,320 1,538,320
6,500,000 2,289.201 8,789.201
1,830,000 225,268 2,055.268

10,045,000 3,803,634 13,848,634
2,830,000 406.175 3.236,175
2.960.000 623.775 3.583.775
6,360,000 1,233,868 7,593,868
1,580,000 851.326 2.431.326

11,050,000 2,756.937 13,806.937
810,000 213,060 1,023,060

14,270,000 6657,000 20927,000
3,480,000 1,583.934 5.063.934

12,470.000 2,433,975 14,903,975
11,055,000 5,053,623 16,108.623
8,745.000 1,020.297 12.705,297
2O35.U0O 79,200 2,114,200
6,800,000 1,051,538 7,851.538

13.965.000 6,913223 20,878,223
31,125.000 24,888,937 56,013.937

1690,000 122,087 1,812,087
22,825,000 12.069.287 34,891.287
19.190,000 5.926097 25.1 lu.097
16,090.000 6,234.875 22924,875
14,575.000 7,140,192 21715.192
13,925,000 6,649.633 20,574,633
32655,000 16,177,276 48,832,276
27,625,000 12.633.697 40,258,697

303,920.000 132.430.300 436.350,300

PRINCIPAL INTERESI 10TAL

11,005,878 - 11.005,878
2,265,000 759293 3,024,293

13,935,000 5,756,352 19,691.352
6,170,000 1,196.700 7.366700
1,105,000 113,222 1,218,222
1,660,000 809324 2469,324

445000 24,030 469,030
2.723,000 1,386249 4.111249
1550.000 566 144 2,116,344
2 285,000 885611 3170,611
5,380.000 1.193.975 6.573.973
2.935.000 92 337 3.027.337

19.000,000 9 982156 28,982.156
820,000 55.175 875.175

28,843,000 27.554 705 56.399.705
5365000 4,714.015 10079,015

S 409.410,878 187,519 818 596,930,096

 TOTAt
19,845479 
41838854 
.8226 521 
16,611,328 
35,852.354 

102,096.371 
127,162,322 
73044,001 
12.252,806

596930696

,7,- , :  . .   , - H U G
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IHE BOND BANK HAS FIVE 

DIRECTORS CONSISTING 

OF THREE PUBLIC 

MEMBERS APPOINIEO 

By IHE GOVERNOR, IHE 

COMMISSIONER Of REVENUE, 

AND IHE COMMISSIONER Of 

COMMUNITY AND ECONOMIC 

DEVELOPMENT 

IHE COMMISSIONERS HAVE 

IRADIIIONALLy APPOINTED 

J g p fe j; DELEGATES 10 SERVE III

’ ! j  FHEIR PLACE.1C~

IHE BOARD Of DIRECTORS

R. DESMOND "DESI" MAYO 
Choumon
lerm eipirci July 15, 2007

.Mr. Mayo was appointed on Sep­
tember 15, IW 7 ;iml rc;ipp«tinted 
on July 29, -003. Mr. Mavo is 
the Chief Financial < Jflicer of the 
Maianuskalclcphonc Association. 
Prior to his current employment. 
Mr. Mayo has served as Chief Fi­
nancial ( ) flicc for the Matanuska- 
Susitna Borough anil more recently 
Municipal Light and Power, an 
enterprise of the .Municipality of 
Anchorage. He has also served in 
the capacity of Corporate Con­
troller for Alyeska Pipeline Service 
Company. Mr. Mayo graduated 
from the L’niversity of Alaska and 
has attended graduate classes at 
Alaska Pacific University. Mr. 
A lay< • scrveiI as ( it >\ cru< ir Km >v\ les' 
appointee to the Alaska State Pen­
sion Investment Board and served 
on ( iovernor Minkowski's Mat Sit 
Finance Policy Transition learn. 
Mr. Alayo lias also served on the 
hoards of Northwest Public Power 
Association. Matamiska Flcctric 
Association, Alaska Rural l lec- 
tric Cooperative Association, the 
United May of.Matamiska-Siisiina 
Borough and I Lthit.it for I litinanity 
Mat-Sii.

MARK PFEffER 
Vice Choumon 
fcim expirei July 15, 2009

Mr. Pleffer was appointed October 
10,2001. Mr. Plefler is a registered 
architect who has owned and led an 
architectural practice in Alaska lor 
over 20 years. I Ie is active in the 
development, design and manage­
ment o'" commercial real estate 
projects, many ol which include 
public/private partnerships. I leisa 
partner in the linns Isoonce Plefler 
Bettis, Inc. and Venture Develop­
ment Croup, I,LC . Mr. Plcller 
received a Bachelor of Architecture 
Degree from the University of 
Nebraska in 19,SO.

M .\SK A M l \ U  11* AI l . i > \ | l  B \ M \  M H M H i n



IOM BOUTIN 
Membet

Air. Boutin is tlie  first delegate for 
W illiam  A. Corhus, Commissioner 

o f the D epartm ent o f  Revenue. 

Air. Boutin spent his lirst 22 years 

in New  Hampshire, logging and 

working fo r dairies. I le thcn moved 

t< i Alaska, w< irking as a logging en­

gineer for Ketchikan Pulp Co. and 

as a tim ber Caller, rigg ing slinger 

and equipment operator fo r various 

logging and road bu ild ing  linns.

I Ie bought and sold logs, lumber, 

veneer and p lyw ood fo r N o rth  

Pacific Lum ber Company, and was 

ch ie f f  inancial O ffice r and then 

President and C h ie f financia l O f­

ficer fo r Klukwan, Inc. an AN CSA 

c o rp o ra tio n  invo lved  in forest 

products and money management.

I lis government service experience 
consists o f  State Debt .Manager 

for the Alaska I Jepartment o f Rev­

enue, Alaska Stale forester, and 

currently. Deputy Commissioner 
fo r the Alaska Department o f Rev­

enue. Air. Boutin has a Bachelor 

o f Science from  the University o f 

New I Iampshire, and an M B A in 
fin an ce  from  the U n ive rs ity  ol 

Oregon. I le has lived in juncau for 

the past 20 years.

CPFG WlllfGAR 
Mc-in'ur

A ir, VVinegar is the first delegate 

fo r W illiam  N o ll, Commissioner 

o f  the Department o f Com m unity 

and Economic Development. Air. 

\  Vinegar was appointed D irector o f 

the Division o f  Investments on May 

22,2000. ’This Division administers 

various d irect lending programs 

fo r the State and services loans for 

o the r State agencies, represent­

ing approximately 3,500 accounts 

totaling $250 m illion . P rior to his 

appointm ent as Acting  D irector, 

A ir. \  Vinegar served as the Division 

o f  Investm ents Lending  Branch 

M anager fo r 21 years. Air. \V in ­

egar received his Bachelors degree 

from the Evergreen State College 

in 1073. In 1074, he accepted a 

position w ith  the predecessor lo  

the Department o f  Com m unity and 
Economic Development as a Clerk 

"lypist III and was promoted several 

times over the next live years. In 

addition lo  his work as Lending 

Branch Manager, he also served as 

a Loan O ffice r for the Department 

fo r five years where his responsi­
bilities included credit analysis and 

recommendations fo r commercial, 

m ulti-fam ily, residential and con­

sumer loan requests.

WILLIAM f. LARGE 

Member

lerm expires July 15. 2006

Air. Large was appointed on Alav 2, 

2005. M r. Large is a member o f  the 

Alaska Bar and has practiced law In 

Alaska and nationwide for 10 years. 

I lis practice focuses p rim arily  on 

complex commercial litigation, with 

emphases on national resources, o il 

As gas and corporate disputes. A fter 

graduating from law school in 1995, 

Air. I .arge served as a law clerk for 
one year to the I Ion. Andrew J. 

K le in le ld , U..S C ourt o l Appeals 

for the 'f i l l  C ircu it, before jo in ing 

the predecessor to his current firm ,

I losie .McArthur LLP. .Mr. Large 

has a Bachelor o f  Science degree 

from  the .Massachusetts Institu te 

o f 'technology and a Law Degree 

from I larvard Law School.

.'■in A \S  I AI f  I PORI
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IHE STATE'S DEPARTMENT OF REVENUE-TREASURy 

DIVISION (DOR-TREASURy) FULFILLS ADMINISTRATIVE AND 

MANAGEMENT RESPONSIBILITIES FOR IHE BOND BANK.

DEVFN MIICHELl

RATHER THAN EMPLOY  STAFF.

THE BOND BANK CONTRACTS 

IN IHE PRIVATE SECTOR FOR A 

WIDE RANGE OF PROFESSIONAL 

SERVICES. IHE EXECUTIVE 

DIRECTOR COORDINATES 

IHE ACTIVITIES OF THESE 

PROFESSIONALS INCLUDING BOND 

COUNSEL. FINANCIAL ADVISOR. 

ACCOUNTANTS. AUDIIORS. FUND 

TRUSTEES. BOND TRUSTEES AND 

CLERICAL SUPPORT.

Executive Director, appointed April 1, 1998Mr. Alitchcll also serves as the State Debt M anager and Investment officer in Department o f Kcvcnuc- ’ treasury. Air. Mitchell lias worked for the.State of Alaska Department of Revenue since I 'W . I le previously held several positions in Alaskan financial institutions. Mr. .Mitchell holds a Bachelor o f Science in Busi­ness Administration from Northern Arizona University.

FINANCIAL ADVISOR 
WESTERN FINANCIAL GROUP LLCProvides loan anal) sis services, Including recommendations as to the adequacy of loan applications, credit worthiness, projected capa­bility to repay, and the overall effect a proposed loan will have on the credit o f the Bond Bank. Assists in preparation of'the official statements, recommends type and timing of bond sales, negotiates with underwriters and assists with investment o f vari­ous funds. \lso coordinates financial reviews with bond rating houses and prepares other general financial reviews and analyses required by the Bond Bank.

BOND COUNSEL 
WOHlfOPIH JOHNSON BRECHICARFLEDCE K

Prepares Ibr the authorization, sale, issuance and deliver)- ol Bond Bank bonds, Prepares series resolutions, notices o f sale; assists in preparation ol olliei.il statements; renders neces­sary opinions as required; and pro- \ ides other general legal serv ices.

SUSAN IAY10R, CPA
Deputy [fcoiuicr, appointed Auguil 9, 2005Ms liivlor is the Stale Comptroller for the Alaska Department of Rev­enue, Treasury Division. Als. "liiylor started her career as an auditor with the Legislative Audit Division; she has held various positions of increas­ing responsibility in Alaska state government. These included Senior fiscal Analyst for the Legislative finance Division, Budget Analyst for the Office o f .Management and Budget and positions with the De­partments of Revenue and I Icalth and Social Sen ices. Ms. "liiylor holds a Bachelor o f Business Adminisirn- tivc-Accounting degree from the University ol Alaska, Anchorage. She is a Certified Public Accountant in the State o f Alaska, and a member o f the American Institute o f Certified Public Accountants.

IRUSIEE/PAYING AGENT 
IP MORGAN TRUST COMPANY\cts as custodian ol the bond pro­
ceeds and supervises the investment o f funds for the purposes specified in the I Kind resolutions. The trustee oversees debt sen ice funds and main­tenance o f certain reserve accounts required in the contract with the bondholders. As paying agent, makes all necessary interest and principal payment • to the bondholders.
INVESTMENT MANAGER 
ALASKA PERMANENT CAPI1AL MANAGEMENT

Supervises and controls the invest­ment ol the custodial lunds and the trustee funds. Also provides anahscs o f investments, advice on investment guidelines, and directs the investment o f all funds in ac cordancc with Authority procedures and guidelines.
CUSIODIAl BANK 
TIRSI NATIONAL BANK Of AlASKAActs as the Anthorit) s hank for pro­cessing all fund transactions.

\l  ASK A AH \ U  11' AI I'ii \  11 |i AM, Al IIIORIIl
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MANAGEMENT'S DISCUSSION AND ANALYSIS
This Alanagement’s Discussion and Analysis (AIDS: A) is required by Cl ASH 34, ;i rule cstahl islicii 
hy the Clovcrnmenlal Account inti Stanclar<ls Hoard. This section is intended to make the finan­
cial statements more understandable to the average reader who is not familiar with traditional 
acct >unt i ng ternii oology.

This financial report has two integral parts: this AID&A and the linancial statements with the ac­
companying notes that follow, lbgether, they present the Alaska Alunicipal Hoiul Hank Authority's 
(“Hotul Hank”) financial performance during the fiscal year ended June 30,2005. Summarized prior 
fiscal year information is shown within this A1D&A, as needed lor comparative purposes.

GASH 34 reijuires two financial statements: the statement of net assets and governmental fund 
balance sheet and the statement of activities and governmental fund revenues, expenditures and 
changes in fund balances. These statements report linancial information about the Hond Hank's 
activities using generally accepted accounting principles.

FINANCIAL HIGHLIGHTS

During fiscal year 2005 the Hond Hank approved 10 municipalities' applications and purchased 
( . $7.3.4 million in municipal bonds. The subsequent issuance of Hotul Hank Honds resulted in ap-
.f.'v  , J proximate savings of $14.3 million to the borrow ing communities, \dditionally, the Hond Hank

entered into amended loan agreements on 10 existing bond issues and purchased $41 million in 
municipal bonds. The amended bond issues resulted in approximately $1.0 million in savings to 
the borrowing communities, final bond issuance for FY 2005 was $123.0 million. lundingSI 10.4 
million in 20 loans to 16 communities and providing total savings of $16.7 million. This activity 
level and community benefit is comparable lo FY2004 when the Hond Hank issued $100.5 million 
to fund fourteen communities’ projects and provided savings of $4.3 million to the borrowing 
communities.

The financial position of the Hond Hank remains strong. All reserves are tully funded and invested. 
Fiscal year 2005 im.stment earnings funded fiscal year 2005 operations and will provide for a 
$402,427 transfci to the states general fund in fiscal year 2006. This transfer will be in addition 
in the $250,000 transfer provided in the state’s fiscal year 2006 operating budget. The bond Hank 
holds unrestricted reserves adequate to make up shortfalls in years that investment earnings are 
not sufficient to fund operations.

SIA1EMENI OF NEI ASSETS

I lie statement of net assets report assets, liabilities and net assets of the Hond Hunk.

ASSETS

\ssets represent I) the value of the Hond Hank’s investments and investment income receivable 
on the financial statement dales, recorded at fair market value, and 2) bond principal and inter­
est payments receivable from municipalities. The investments generate income for the Hond 
Hank to use to meet reserve requirements and pay operating costs. Fxcess investment earnings 
are distributed to the State of Alaska’s (Slate) general fund each year. Interest received on bonds
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purchased from municipalities is used to pay tlie Bond Bank’s corresponding interest payments on the bonds that it has issued.
LIABILIIIESLiabilities represent eiaims against the fund for 1) goods and services provided before the linancial statement date hut not yet paid for at that date, and 2) interest and hond payments due to purchas­ers ol the Bond Bank’s bonds after the linancial statement date.
RESIRICIEO AND UNRESTRICTED NET ASSETSN et assets are comprised o f two components. T h e restricted portion reflects monies maintained in separate trust accounts where their use is limited by applicable bond covenants for repayment ol bonds. T h e unrestricted portion reflects the accumulated excess ol the Authority’s share ol earnings on investments held over those earnings distributed to the State as well as investment income that has not been realized and therefore is not yet subject to distribution to the States general fund.T h e following table shows the value of Bond Bank assets summarized as ol June 30, 2005 and 2004 as well as liabilities and net assets.

A S S E T S
( ash and Ins. stno ut1
Builds and bond iiiti’lest ii'viii\ill•!»■
Iiiial assets

LIABILTDES
•V • otints |».tv,il ■ and tt<« (tied IhiMitii' 
Bi unis and build ii lint si | sivable 
Jliie tu UlllliilfV '|" , i 'l i 'i"e iit

!•' it liabilitn •

m t  A ssn s
M, .l|ltIt'd
I nil Mtn li l

liit.il (li t ds'rl

I lie increase in cash and imcstmeiits reflects realized and unieali/ed investment ineontv.I lie increase in bonds and bond interest receivable, as well as in bonds and bond interest payable, reflects the issuance o f approximately SI2 3 million in new bonds during the year net ofprincip.il payments on bonds previously issued of over S '4 m i l l i o n .(aimmunitics monies received in advance o f payment date are not applied to their debt liability until due. In IT  200' the nu tease was over SL 4  million for die change in accounts payable and accrued liabilities.

Ai ol tunc JO
Change from Z004 lo ZOOS 

Increase (Decrease)
2005 Z004 Doll.us Percent

S A i l 37,123 S 
•K)s07V7sl

a ll W iV il 
14IS40.4V)

S 1 741) 332 
(•(>231202

fo l". 
I'M  v.

•0.1 211 004 tl322 37UXU (iS'174 S24 1 1 ft1'-*!

Urls s 17 
JlM)74 4m . 

402 127

17s l.'f t 
• V  l ll. l fs

34Mlr,'l|
( ia l i2 7 s ( S

UI2427

0)34 1 
h f . ’ v, 

lum rv.

422 1 317''u (321.24 774 ii1) H m t at.

2'iV i- 'tin
122(7 IIJ

2 1 ••(*} xr«j 

|K d 7 r 2 7
2M 4 Is

( < t sll t |  i)
11 vrv 

-211.

*  fdn 'lr 174 ■ t'O iL* m ti S I s  i ' l l  121 -1 4".



Due to primary government represents tlie excess ol realized investment income over current year operating expenses and reserve requirements. T h e  increase reflects higher investment earnings on fixed income marketable securities resulting in current year realized investment income greater than current year operating expenses. There is excess investment income in the current y ear due to primary government.Restricted net assets represents the original appropriations made by the State ol SIH/.()I,4I-I to fund the Bond Bank, as well as Bond Bank funds placed into separate accounts in accordance with the reserv e requirements o f each bond indenture. There hav e been no new State appropriations since 1'Wi. The increase in restricted net assets reflects a reclassification ol one bond reserv e lund as well as the funding o f additional special reserves during the year Irom the Custodian account.I  nrcstricted net assets represent accumulated earnings on Bond Bank investments, not used to fund reserv es, and unrealized gains that are segregated until realized. I he decrease in unrestricted net assets is due primarily to the funding ol bond issue reserves. I lie Bond Bank's investments are all held in I  .S . ( iovermnent securities.
SIAIEMENTS OF ACTIVITIEST he statement of activ ities shows die activ ity that occurred during each of the last fiscal year. RcvenuetRevenues include earnings on investments and interest payments received front municipalities. I ’arniims on investments include interest on fixed income marketable securities and the change in fair market value o f those investments.
ExpensesExpenses include interest pay incuts made lo bond holders vv ho purchased die Bond Bank s In unis, payments made to the State of Maska and operating expenses. Operating expenses include all expenditures required to issue bonds during die ciitreiu y ear and include in house expenses, as well as external consultant fees. I xpenses are subtracted from revenues,

Ot.trujc from J004 lo /005 
I or the Year I ruled tm  reave (Dec reave)

June tO, ^00r> Jun r 10, Z004 Dollarv IV.(flit
RIM NUt S
|i |l .  I. t in ........... 1 i .  i . , i .iliV S S 11 42'* 112 k m i t'jirv,
l l i \< Mined c.illii | l i i ' i i .  u t : I422i. 1 !S2 $07 4 I'luv.

1 .1, ,1............. 17413 v»: I I '.4 t ..X • xu22 V* •t'IS'il

IXPINSIS
1'"- !• 1 • ............... a.u h | n in', l i . jo l  >77 II " I -  1 *1 ) («< 1*. 7
1 l| . lilllH 'l |, | |> .  i, tltl. 'S '* O  ». "1 (132 id l l -J ll *V|

I b v i i ' . 'u ’ A "  l • ' i ' i", •!" i '1 1 177127 77 VMM) 1ti2127 31

1 t.il i v j ' tam  . I 7 ' ' s l  72'* 11 rsi.M i \  M l III t I i i'V.

1 11. l l>■ |>* in  In 1 u v .c K TV In 1 t.M u  » . 1 l't'IJ IU f t ,
\ i1  ,t', .i t (>is|tniiH'i| " i  i"  ii«*l t')'»12 (ii'i . I , - IK t i ? t3 02 ) -13'X.

\ i  t ilVM 1 1 ll'l III |' i ' " " I s  10074*174 S !iMr S iV l«i 1 12) -1 O i
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Interest income anti expense on bonds receivable and payable are a function of tlie total amount 
of bonds outstanding, tlie age of tlie bonds and the interest rates at which they are issued. The 
increases in both these line items are consistent with the net increase in bond interest receivable 
and payable of SH.5 million and SH/i million, respectively.

Investment earnings are a function of market conditions. The bond bank uses other assets to 
subsidize debl service during times of low investment returns in bond reserve funds.

GOVERNMENTAL FUNDS
The governmental funds include the Cieneral Fund, which accounts for the primary operations 
of the bond bank, and the Debt Service Fund, which accounts for the resources accumulated 
and payments made on the long-term debt of the bond bank. The primary difference between 
the governmental funds and the statement of net assets is the elimination of inter-fund payables 
and receiv ables and bond proceeds are reported as an other financing source in the governmental 
funds and this contributes to the change in fund balance. In the statement of net assets, however, 
issuing debt increases long-term liabilities and does not affect the statement of activities. Similarly, 
repayment of debt principal is recorded as an expenditure in the governmental funds, but reduces 
the liability in the statement of net assets.

The following tables show the changes in governmental funds.

GENERAL FUND

ASSETS
f .rli ,uu) Ii tv i ilnu'hl'
■Vttiled in*i f. st r< « i .. if 
Ititi iiund ft 11 ly.ib!,

Mai assets LIADIIITIES
V i mints p.Hutili and ,u« n in l Im I iiMh 
Phi In |iiifti.ir, • |iisoiitii t'iit

1'ilal liabilitiesTIINO BALANCE
I llllM 'tXol 

I Out tun I to lu in»■

I it.it tiab' ‘s ' in i iiiihi bar mo'

As o l lu n t  30.
Change fiom 2004 to 2005 

Increase (Decrease)
2005 2004 Dollars Percent

S  ]l)(i>,7 30.S 5 Ll 11X4271 S (3297.(303) -2 4 1%
J  (fl'l.p l 2 ‘iv ' i ' t i t (61H07) -203”..

201*3.7711 T t s ' i i 12 0 0 17 s 1791”;,

I.1 'M b 027 l M n s s . ' J (21 <>2.7051 -14 3%

I T ' i n J t |< m SSS ( Id  M m ) -102*1
402427 - 402-127 i n m i ' . ,
o ]  F»u Ib s h N S 3 s  i  s i i j 2 <24

U  " t M  •* J_*'3 34 12 V IS Js7) -17 l*s.

12 v i i t : : 11 ' lU ' lM (2 V IS  ls7 ) -17 T .,

>  1 2 d b m 2 7 X | s | l ) s S j J s  i .  | it.'7*i t) -14 V*'



MANAGEMENT'S DISCUSSION AND ANALYSIS, CONTINUED

DEBT SERVICE FUIJD
Change from 2004 to 2005 

As o f June 30, Increase (Decrease)

ASSETS
( osh drill Invcstnienis mid lel.iled 
ii'ci'iv.ihlcs

Bonds nriil hond Interest fs-cciv«il>l«.*

2005 2004 Dollars Percent

S 43,638,701 
406,610 556

S 36,772.951 
341,078,902

S 6,865,840 
65.567,954

18.7%
19.2%

Toliil iisscls ■150,283,647 377831.853 72.433,794 192",,

LIABILITIES
Accounls |M\.tl>V ,ind ,ii i nil d liohllili, s 3,509.79*1 12,238 3,497.556 2857959.)

InU'flund (M y,dries 2,019770 723.505 1.2%, 175 1791%

Tot. ll llilhllilirs 3,529564 735,833 4.793.731 651 5%

TUND BALANCE:
Reserved 444,756,083 377,116020 67,640.063 17.9",.

1'it.il li.ihililies o l id  Ii ii h 1 li.il.iiiit S 450.285647 S 177 551.85 3 S 72.433,794 192“,,

GENERAL FUND
Change Irom 2004 lo 2005 

As of /une 30, Increase (Dccrcjse)
2005 2004 Dollars PercentREVENUES

InliTi’st inojine 601 515 S 25(i247 5 115 445 1 l4 5"„

M,il income l,91S|5 256257 144358 1348'.

EXPENDITURES
( l|','Mtllii| i vp.'fisi* • 1,1)2815 754 429 (1427911 -20 2 '.

I ’.iMiuitis 'n I'Mii.ny c|iAi tiinic'fil 1177.427 774000 102427 41')

L4.il c \('i iim s 175(1252 1 510 4211 249723 i». r . i
1 ess n! r , n i i i ' s  n\i'l i v|A r u h l i j f i  ■ II 175)17) 11274 2721 (045341 -7 4",,

( III ii  i  l i l i . i l i ,  i i i ' |  s i  i n t i  i ’ n  I I I - , c  .) - I f . i l r  !, ■ (1 1699201 11 441 N94) (IM  554) -117%

1 mill lu l. in ii' t»,-i)iriinni| ul (u imd 14942914 17769011 125260771 -149%

1 mid h.il.lln r  end m penod 8 12 I'l l 57/ 3 )4 91291,1 8 124IS (471 -17 1"„
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DEBT SERVICE FUND

REVENUES
Inleresl Income on bonds receivable 
Investment earninqs

Tol.tl income

EXPENDITURES
InliTosI payments 
Principal payments

loKil expenses
Exc ess ol revenues ovi'i expenditures 
Oilier linauriuij sources - 

Bond proceeds 
frunsters

I xccSs ol revenues odd tr.inslers over 
expenditures 

I und lulitncu. IVqitlhinq ol petind

I und balance end ■ il period

DFBI

For the Year Ended
Change from 200-1 to 2005 

Increase (Decrease)
June 30. 2005 June 30. 2004 Dollars Percent

s 15,664.431 
1,179,351

S 11,329,112 
57,969

S 4,335.319 
1.121.382

38.3%
1934.5";.

10.S43.782 11.387.081 5,456.701 47.9'!.,

1 >218.030 
514,345.000

12.576,973
34.975.000

2641.666
23.370.000

21.0%
66.8%

73.503 039 
(50.719,857)

47,551,973 
(36,104 892)

26,011,666 
20.554,965

54.7%
56.8";,

122990.000
1309.920

113,225.000 
1 551.805

9,765.000
II81.H85)

8.6% 
-11 7%

07.040.003 
477.116.020

78.611.913 
298.504 107

110,971850) 
7S 611.913

-14.0%
26.3%

, 111,750.083 5 377.116.020 S 67,040,063 17.9%

\i year end the Bond Brink had S3'>H,12.?,K7K of Bonds and notes outstanding up |0% Irom 
S3 33.513,37S at June 40, 2004. Ihe deln is secured In the assets of the Bond Bank. The outstand­
ing halauee is comprised of the following:

liciief.il otili<|.iliun bonds payable 
Revel nil.' bonds pavahlc 
( i i.isEil I riei(|\ in iles pavable

$ 294 147 “d)0 
oj.'hiOnni) 
11 OU5-578

M



INDEPENDENT AUDITORS' REPORT

E i a ; k e R e h f e l d M e k t z . i ix

The Board nf Directors 
.Alaska Municipal Bond Bank Authority:

We have audited the accompanying basic linancial statements of the Alaska Municipal Bond Bank 
Authority (the Authority), a component unit of the State of Alaska, as of and for the year ended 
June 30,2005, as listed in the table of contents. These linancial statements are the responsibility 
of the management of the Authority. Our responsibility is to express an opinion on these linancial 
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain rea­
sonable assurance about whether the linancial statements are free of material misstatement. An 
audit includes examining on a test basis, evidence supporting the amounts and disclosures in the 
linancial statements. An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall linancial statement presentation. 
We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the linancial statements referred to above present fairly, in all material respects, 
the linancial position of the \laska Municipal Bond Bank Authority as ol June 30,2005, and the 
results of its operations and its cash Hows lor the year then ended in conformity with accounting 
principles generally accepted in the United States of America.

The Management’s Discussion and Analysis on pages 14 through l ‘b is not a required part ol 
the basic linancial statements but is supplementary information required by the (iovernmental 
Accounting Standards Board. We have applied certain limited procedures, which consisted princi 
pally of inquiries of management regarding the methods of measurement and presentation of the 
supplementary information. I lowever, we did not audit the information and express no opinion 
on it. The Supplemental Schedule of Statutory Reserve Accounts Assets, Liabilities and Account 
Reserves is presented for purposes of additional analysis and are not a required part of the basic 
financial statements. The schedule has been subjected to the auditing procedures applied in the 
audit of the basic financial statements and, in our opinion, is fairly stated in all material respects 
in relation to ihe basic financial statements taken as whole.

L A  / /

September 23, 2H05

- 'A , W S  . W Z. ~  J 1 1 J O T I - 1  Ti i  I



IHE BOND BANK A* V** V** Vf*N

STATEMENT OF NEI ASSETS AND 
GOVERNMENTAL FUNDS BALANCE SHEET
Juno 30, 2005

General
Fund

Debl Service 
Fund Total

Adjustments 
(Nute 6)

S tatem ent o l 
Net AssetsASSETS

Cash and cash equivalents S 212.401 5,.324,110 5.536.571 . 5.536,571
Investments, .it lair value (nolo 4) 9,614,847 37.983.705 47,600.552 - 47.600.552
Acrruod Interest receivable: 

Bonds receivable 15.469 8.523.478 8,538,047 . 8538.947
Investment securities 223,480 328976 552.456 - 552.456
Bonds leceiv.ible (note 5) 860,000 398.123.378 398.983 378 - 398,983.378
Inleilund receiv.ibles 2.019,770 - 2019,770 (2.019,770) -

Toliil assets S 12,946,027 450285,647 463.231,674 (2.019,770) 461,211.904

LIABILITIES
Accounts payable 8 12.277 - 12277 - 12.277
Deferred revenue - 3 509794 3.509.794 - 3.509.794
Accrued interest payable - - - 8.663.608 8.663,608

Atbtlratje interest rebate payable 136.746 - 136,746 - 136 74b
Due lo I’timaiv (loveininent 402.427 - 402.427 - 402 >27
Interliutd payables - 2019.770 2019.770 (2 019.770) -
1 oti(|-|enn lialiililii". (poles 5 and 6)

f ’uition tine or payable within one seat
tieneral ohluialion bonds payable - - - 21 695000 21,695.000
Revet me bonds payable - - - 4,790.000 4.790 000
Olhet lontj-lenn debt - - - 5.400,0110 540(11100

I ’oitmn due or payable alter one year
tieneral obliijalmn bonds payable - - - 282.225000 282225000

Reyentie bonds pat able - - - S9.695.O0t) 89,695000

Other luncj-terin de ll - - - 5605.878 5(il)5 878

lulal liabilities 55| 4511 '529.504 81181.014 416.054.71tr 422 115.730

FUND BALANCES/NET ASSETS
I mill Balances

Reserved 
1 no served 12 394 577

41 1 756083 144 75tiOS3 
12 394.577

(444,7500831 
(12.394 577)

•

total lurid balances 12 394 577 144 750118 J 457 150.601) 1457 150660) -

lota! liabilities and luruJ balattu s S 12.946027 4 5t 1285.647 46 3231,674

Net ,issets
Rr'Sllnted lot r|eb* sets e 20 8 38 760 268.38.76(1
1 'niesltti Ii d 122 37 414 12 2 374 14

lnl.ll in t il'.w Is 8 39070174 39,076.174

s- o .ii nilitp.invn»| nntes lii liUiiliil.il O.iMiu'fifc
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SIATEMENF OF ACTIVITIES AND GOVERNMENTAL FUND REVENUES, 
EXPENDITURES, AND CHANGES IN FUND BALANCES/NET ASSETS
I hi Ilk' viMf ended Jim*' 50, 2005

I i

General
Eund

Debt Service 
fund Total

Adjustments 
(Note 6)

Statement of 
Net Assets

REVENUES:
Invcslnu'nt eornincjs 8 *>17.182 1.170.351 1.606.533 - 1.696.533

Interest income on bonds receivable 84,633 15.(64.431 15,740,064 - 15,740,064

total revenues 601.815 16,143.782 17,445,597 - 17.445.507

EXPENDITURES / EXPENSES
Debt service

I’lint ipcil payments 5S 451)1)1) 5S.345.000 (58,345,000)

Interest payinenls / expense - 15.71S.630 15,218.630 082,838 16,201.477
Payments lo pmnaiv cjovetnmenl 1,177.427 - 1.177.427 - I 177.427
Proicsslotuil services 401.031 - 401,031 - 101.031

•\mjlr.i<|0 interest - - - - -

Personal services 71400 71,400 - 71.400

Pnntino end adverltsinu 26,OS 3 - 26.6S5 - 26.685

•Vlininislrative travel 0,070 - 0.070 - 0070

(nut *• expense 3155 - (155 - (155

Me-' ellaneoiis expense'. 5S.I n. 5S4 - 5S4

lot.il expenditures expenses 1 780.252 7 3 5.3650 75.343.801 (57362.1621 17.0s) 720

Excess (delirietHv) ot revenues
nve; expenditures expenses 11.1784 17) (56.7lo.s57) (57 S0S294) 57,362 162 <530.1 (2)

OTHER FINANCING SOURCE USES
Proceeds ol bond', pavnhle 122.0 H i IK m L ’joooiio i) (122.000.000,
trnnsii ts in iToni i  '".IijiImI loud I2.S4I.ISJI 2814 181 - - -
Ir.mslei'- - rnlern.tl m livilies 1474 261 l i  t '4 2 i.ll - - -

Inliil ojlier Im.rniunj somce use II TrPi.UVO) 124 3 30.020 122 O'Hi olio 1122.0'iUOdOI -

1 '■. (delkieriivl ol revenues «rru 1 
I in’ r> r , in ow t ex|teniliHiA“ . 
exjx i e.i end li.inxlers ool (254 1571 6?oiuooJ. (e»ii'i| 7nir <i,5 i,27Js3m (5 |t, 1IJ)

rUND RAUNCES ' NET ASSOS
l'.ei|iuniO(( ol l l l r  ve.il 14042014 377116020 10205s 054 115244604".) 10612 (On

1 lid ol Ihe \e.il 8 12 PM >77 144.7..... ■ 45; 1 xOiiiii) (418.074 T-r,) loom  171

I  J  4 J  I  iLi V

. ?«< f n . . i n .  *»11 . M t r i i i r n



NOTES 10 FINANCIAL STATEMENTS

IHE BOND BANK /|>x [/v/oz-A/

MOTE I

MOTE 2 ►

HISIORy/REPORIING EUlliyT h e  Alaska A1 unicip;il Bond Bank Authority (Authority or Bond Ikmk) \\:is created pursuant lo \lask;i St.mile, C2h;tptcr 85, T iile 44, as amended, (Act) as a publiccorporation and instrumental­ity ol die Slate o f Alaska (Slate), hut with a legal existence independent o f  and separate Irom the State. T he authority is a discretely presented component unit ol the Stale ol Alaska lor purposes o f linancial reporting.T he Authority was created for the purpose o f making moneys available to municipalities within the State to finance capital projects or for other authorized purposes by means o f issuance o f bonds by the Authority and use o f proceeds from such bonds to purchase from the municipalities their general obligation and revenue bonds. The Authority commenced operations in August 1975.T h e  bonds are obligations o ft l.e Authority, payable only from revenues or funds o f the Authority, and the State o f Alaska is not obligated to pay principal or interest thereon, and neither the laith and credit nor the taxing power o f the State is pledged to the bonds. T h e  municipal bonds and municipal bond payments, investments thereof and proceeds o f  such investments, il any, and all lunds and accounts established by the bond resolution to be held by the Trustee (with the excep­tion o f the Coastal I'nergy I nan Debt Serv ice Program, which is administered by the Authority) are pledged and assigned for the payment o f bonds.I he Authority may not issue revenue bonds in excess ot S75 million in any fiscal y ear unless the State o f Alaska I .egislature approves a greater amount.AS 44.Ks. I St 1(c) was enacted in I T  s. limiting bond Bank bonds outstanding at any time to SI 51) million. Ibis Statue has been periodically amended to raise the limit. In 201).', the limit was raised to Ss'IIO million, dotal Bond Bank bonds and notes outstanding as o f June <0, 2005 are approximately S 100.4 million. Thus, the limit on additional bond issuance as o f June >0, 2005 is approximately SO0.O million.
m m y  of significant accounting policiesI he ( iovernmcntal \ccouuiiug Standards Board (CA SH ) is the accepted standard-setting body lor establishing governmental accounting and linanc'.tl principles. The most significant ol the Vutllority s accounting policies are described below.
(A) GOVIRMINI-WIOI AND (UNO FINANCIAL SIAIEMNIII he statement ol net assets and the statement o f changes in net assets report information on all ol the activ itiesol the \nthority. I or the most part, the effect ol interfund activ ity has been removed from these statements. T he balance sheet and statement o f revenues, expenditures and changes in fund balances are provided liu governmental funds.

M i
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(B) MEASUREMEN! FOCUS. BASIS OF ACCOUHIING, AND FINANCIAL SIA1EAAENIPRESENFAIION

'I’lic government-wide linancial statements are reported using the economic resources mea­
surement locus and the accrual basis of accounting. Revenues are recorded when earned and 
expenses are recorded when a liability is incurred, regardless o f  the timing of related cash 
flows.

Governmental fund linancial statements are reported using the current linancial resources 
measurement focus and the modified accrual hasis of accounting. Revenues are recognized as 
soon as they are both measurable and available. Revenues are considered to be available when 
they are collectible within the current period or soon enough thereafter to pay liabilities of the 
current period. For this purpose, the government considers revenues to be available il they 
are collected within ISO days of the end of the current fiscal period. Expenditures generally 
are recorded when a liability is incurred, as under accrual accounting. I Iowever, debt service 
expenditures are recorded only when payment is due.

The Authority reports the following major governmental funds:

Thegewm// fund is the Authority’s primary operating fund. It accounts for all linancial resources 
of the Authority, except those required to be accounted lor in another fund.

I he ilcl’t si'/rhr fund accounts for the resources accumulated and payments made for principal 
and interest on long-term debt of the Authority.

T he  purposes of each of these funds are described in the following paragraphs;

GENERAL FUND

The General Fund is comprised of a custodian account and an operating account . I he 
custodian account is established to account lor appropriations by the State ot Alaska 
Legislature available to fund the special reserve account. I lie Operating Account is 
established to account lor the ordinary operations ot the Authority. .Moneys arc derived 
from the following sources: (a) amounts appropriated by the Legislature, (It) tees and 
charges collected, (e) income rut investments of the Statutory Reserve Account in excess 
of required debt service reserves rctptired by bond resolutions and (d) any other moneys 
made available for purposes of the tieneral Fund from any other source.

Amounts in the Operating Account may be used to pay (a) administrative expenses ol 
the Authority, < b) fees and expenses of the Trustee and paying agents, (c) financing costs 
incurred with respect to issuance of bonds and (d) any expenses in carrying out any other 
purpose then authorized by the Act. The excess revenues of the ( Ipcrating Account are 
returned to the State of Alaska.

DIB! SERVICE FUND

W ithin the Debt Service Fund, separate Debt Service l ’rngranis have been established for 
each hotul resolution to account for the portion ot bond sale proceeds used to purchase 
obligations of the municipalities and for the payment ol interest and principal on all bonds 
of the Authority issued tinder the nine resolutions, batch program is comprised of an 
"interest account" and a "principal account", both of which are maintained by a trustee.

m s m
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I he receipts of interest and principal from the municipalities and the Statutory Reserve 
Account are deposited in these programs and are used to pay interest and principal on the 
Authority bonds. One additional Debt Service Program has been established to account 
for transactions not involving bond resolutions. This is the Coastal Energy Loan Debt 
Service Program. I he Coastal Energy Loan Debt Service Program is not maintained by 
a trustee, Payments of interest and principal by municipalities having coastal energy loans 
are made directly to the federal government by the municipalities and are accounted for 
in the Coastal Energy Loan Debt Service Program.

Each debt service fund programs contains a Statutory Reserve Account established to 
account for (a) money available to fund debt service reserves rcijuired by future bond 
sales under various bond resolutions (Custodian Account) and by (b) debt service reserves 
which have already been established under various bond resolutions which are to be used 
in the case of deficiency in a Debt Sen ice Program in accordance with its respective bond 
resolution (reserve accounts). Separate reserve accounts exist under each bond resolution 
as follows:

/ V7 6  (ie n e m l  Rond Resolution The amount on deposit in the reserve account is to be the 
greater of the maximum annual debt service requirement or 1(1% of all municipal loan 
obligations outstanding. The reserve account is comprised ol an ordinary reserve sub­
account and a special reserve sub-account. The ordinary reserve sub-account is created 
as a result of the Authority increasing each bond issue by the amount necessary to fund 
one-third of the required debt service reserve or with a transfer from the Custodian Ac­
count unreserved investment earnings account. The special reserv e sub-account is created 
and funded from the ( atsioilian Account at an amount equal to two-thirds of the required 
debt service reserve. IJolh sub-accounts are maintained bv a trustee.

( )n August 23, IWP, the Authority amended the debt service reserve requirement tor the 
IP70 bond resolution that takes effect when all bonds outstanding as of the date of the 
resolution arc retired. Under this new requirement, the reserve must he the least of: (i) 
10% of the original stated principal amount of all bonds outstanding; (ii) the maximum 
annual principal and interest requirements on all bonds then outstanding; (iii) 125% of 
the average principal and interest requirements on all bonds then outstanding; or (iv) 
such lesser amount as shall be required to maintain the exemption ol interest of all bonds 
outstanding front inclusion in gross income for federal income tax purposes under the 
Internal Revenue ( aide.

I'J'Jtl Revenue Hinitl Resolution Under this resolution a special reserve account was cre­
ated at an amount equal to the maximum annual debt serv ice of municipal obligations 
outstanding from moneys made available by legislative appropriation residing in the 
( iusiodian \ccount.

l » 'J i  R evenue Rond Resolution I tuler this resolution a special reserve account was cre­
ated at an amount equal to the maximum annual debt service of municipal obligations 
outstanding from moneys made available by legislative appropriation residing in the 
Custodian \ccoum.

a’ 1 3
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1 9 9 5  Revenu e Rond  Resoliilion -  Under this resolution a special reserve account was cre­
ated at an amount equal to the maximum annual deht service of municipal obligations 
outstanding from moneys made available by legislative appropriation residing in the 
Custodian Account.

1 9 9 7 R a n i n e  R ond  Resolution -  Under this resolution an ordinary reserve account was 
created at an amount equal to the lesser of 10% ol the proceeds ol the 1997 Series A 
bonds or the maximum annual debt service on all Series 1997 A bonds outstanding under 
the resolution.

/ 9 0 S  Revenu e Rontl Resolution -  Under this resolution a special reserve account was cre­
ated at an amount equal to the maximum annual debt service ol municipal obligations 
outstanding from moneys made available by legislative appropriation residing in the 
Custodian Accoum.

1 9 9 9  Revenu e Ron 1 A vlntion -  Under this resolution a special reserve account was cre­
ated at an amount equal to the maximum annual debt service ol municipal obligations 
outstanding from moneys made available by legislative appropriation residing in the 
Custodian Account.

2 0 0 0  Revenu e Rond Resolution -  Under this resolution a special reserve account was cre­
ated at an amount equal to the maximum annual debt service ol municipal obligations 
outstanding from moneys made available by legislative appropriation residing in the 
Custodian Account.

2  D O I Revenu e Rond Resolution -  Under this resolution a special reserve account was cre­
ated at an amount equal to the maximum annual debt service ol municipal obligations 
outstanding from moneys made available by legislative appropriation residing in the 
Custodian Account.

2 0 0 2  . 1  Revenue Rond Resolution Under this resolution a special reserve account was 
created at an amount equal t<• the maximum annual debt service <»i municipal obliga­
tions outstanding from moneys made available by legislative appropriation residing in 
the Custodian Account.

2 0 0 j .7 Revenu e Rond Resolution -  Under this resolution a special reserve account was 
created at an amount equal lo the maximum annual deht service ol municipal obliga­
tions outstanding from moneys made available by legislative appropriation residing in 
the Custodian \ecounr.

2 0 0  V11 Revenu e Rond  Resolution I 'nder this resolution a special reserve account was cre­
ated at an amount equal to the maximum annual debt serv ice of municipal obligations 
outstanding from moncvs made available by legislative appropriation residing in the 
( htstodian Account.

2 0 0 > <.' Revenu e Rond Resolution Under this resolution a special reserve account was 
< rcatcd at an amount equal to the maximum annual debt serv ice ol municipal obliga­
tions outstanding from moneys made available by legislative appropriation residing in 
the ( ntstodian Account.

Am
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2 0 0 4  . 1  Revenu e Hotul Resolution -  Under this resoliilion ,i special reserve account was 
created al an amount equal to the maximum annual deht service ol municipal obliga­
tions outstanding Irom moneys made available by legislative appropriation residing in 
the Custodian Account.

2 0 ( 1 4  Ii R evenue Hond Resolution -  Under this resolution a special reserve account was cre­
ated at an amount equal to the maximum annual debt service of municipal obligations 
outstanding Irom moneys made available by legislative appropriation residing in the 
Custodian Account.

Amounts in the Statutory Reserve Account in excess of (a) required debt service reserves, 
(b) appropriations by the legislature residing in the Custodian Account, and (c) income on 
non-legislaturc-appropriatcd funds are transferred to the Operating Account. Income on 
non-legislat'.irc-appropriatcd funds, representing excess ol revenues over expenditures ol the 
ordinary reserve accounts and interest earned on the unreserved investment earnings account is 
accumulated in the Custodian Account and is available to fund the Special Reserve account.

(0 RESfRICLEO ASSETS

Certain resources set aside lor the repayment of the Authoritv"s bonds, net ol certain 
proceeds Irom additional bonds issued, arc classified as restricted net assets on the state­
ment of net assets because they are maintained in separate trust accounts and their use is 
limited by applicable bond covenants. Cash and cash equivalents and investments include f; ̂  £);,
.$26,S5H,760 of restricted assets. These assets were funded from the issuance o( $9,762,500 Jp ^
of reserve bonds and a transfer of.SIN,601.414 ol State appropriation.

(0) 10IIG4ERM OBLIGATIONS

In the government-w ide linancial statements, long-term deht and other long-term obliga­
tions are reported a s  liabilities in the statement of net assets,

(E) FUND CQUliy

In the fund linancial statements, government.il funds report reservations ot luntl balance 
for amounts that are not .nailable for appropriation or are legall\ restricted In outside 
parties for use for a specific purpose. In the government wide linancial statements, re­
strictions of net assets are reported w hen external!) imposed.

(f) INTEREST ARBITRAGE REBATE

Bonds issued after \ugust 15. |0S6 ate subject lo Internal Revenue Service income lax 
regulations which require rebates to the I .S. C ioverumcni o| interest income earned on 
investments purchased with the proceeds front the bonds or any applicable reserves ut 
excess ol the allowable vield ol the issue.

(G) INCOME TAXES

The \uthoritv is exempt from paving federal and state income taxes.
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NOTE 3 ► cash

The Authority considers nil highly liquid investments purchased with an original maturity ol three 
months or less at the date of purchase to he cash equivalents. Clash and cash equivalents at June 
30 consist of demand deposits with various linancial institutions.

The bank balance of all ol the Authority's deposits with linancial institutions are insured by the 
I’DIC or collateralized by securities held in the Authority’s name by its custodial agent. At June 
30, 2005, the amounts recorded in the Authorities hooks equaled its hank balances.

NOTE 4 ► INVESIMENT5
The lair value as ol June 30, 2005 of the Authority’s investments is S47,600,552, At June 30, 2005 

the investments held in the reserve accounts total S37,985,705 and the Custodian account totals

$9,614,847.

The lair value as of June 30, 2005 of deht security investments by contractual maturity is shown 
below. Kxpectcd maturities may differ from contractual maturities because borrowers may have 
the right to call or prepay obligations with or without penalty.

I S. Itciiswtv si i milies 

i i.s t itfteiimienl 
.Kienrivs M'Cuulies

lul.il itiwsluienls

Less than t 

S 20.Stj.175

1 1. 184 s i  'J

5  16,870.90*1

Investment Maturities (in Years)
1-5 6-10 More Ilian 10

12010.801 

In  laO.MiO

28.161,75

501,8*1 a 

50.18 ) *

•185000

1.577.002

2.002.002

Total
15 182.060

32*118.186 

•17.600 552

(A) IHVfllMflll POIICIES

I he Authority has distinct investment objectives and policies associated with the Custo­
dian Account, Reserve Funds, and municipal debt payments, The three classes ot funds 
are listed below:

I Custodian Account -  T he  Custodian Account investment portfolio is designed with 
the objective of attaining the highest market rate of return subject to the required use 
of the Custodian Account for operation, funding transfers to the state, and funding 
reserves. W hen the Custodian Account balance allows, a longer investment Itori/.o s 
implemented for the Custodian Account, accepting the limited probability of shot 
term loss in exchange for higher yield on investments. T he Custodian Account balance 
must exceed $15 million, and be forecast to exceed .$1 5 million for the subsequent six 
month period before return on investment w ill be the highest priority of the ( aistodian 
Account. The ( aistodian Account has to maintain sufficient liquidity to meet operating 
requirements, provide the prior liscal year’s state dividend, and to allow translers to 
reserves as needed for bond issuance activity. Long-term preservation ol principal is 
the third objective of the ( aistodian Account's investment program. Investments shall 
be undertaken in a manner that minimizes the probability ol long-term loss.

ItJill  L
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> T he Custodian Account hit I mice is a critical component in determining antici­
pated life, ability to diversify, and investment policy in this account. Accordingly, 
when the account balance is above SI 5 million a more aggressive policy will be 
implemented. When the account balance is below SI 5 million a more conserva­
tive policy will be used.

» Shifting Irom one asset allocation to another may he approved by the investment 
committee.

» There are no arbitrage restrictions.

> When the Custodian Account balance is less than S15 million:

• 11)0% government agencies and L .S. Treasuries with maturities o! less 
than 5 years.

• Performance benchmark is 100% Merrill Lynch 1-5 Covernment In­
dex.

> When the Custodian Account balance exceeds and is expected to remain in 
excess of SI 5 million:

■ 10% Money .Market Fund.
• 0()% Broad US Bond Market Fund. i
• Performance benchmark is 10% Three-month U.S. Treasure Bill and O'

00% Lehman Brothers Aggregate Index.

t The following transactions are prohibited with the Custodian Account unless 
those transactions have the prior written consent ol the Investment Commit­
tee:

• Short sale ol securities (the sale and settlement ol a security not currently 
owned by the Authority and a formal agreement to borrow the security 
to facilitate the settlement of the short sale):

• Purchases of futures, forwards or options for the purpose of speculating 
(eurrcnev futures, forwards and options are permitted only for hedging 
or to facilitate otherwise permissible transactions);

• Borrowing to leverage the return on investments. FMended settlement of 
securities purchases executed to facilitate or improve the efficiency of a 
transact ion will not lie considered borrow mg, provided that sufficient cash 
equivalent securities or receivables are available to facilitate the extended 
settlement;

• Purchases ol "private placement" or unrated corporate bonds;

l Bond Reserve Funds Preservation of Principal is the foremost objective of the 
Reserve Funds investment program. I hesc Funds shall be managed to ensure that the 
corpus is preserved. These Funds will not be expended until the linal maturity of the 
bond issue they secure, unless there is a lailut'e to pav debt service by a community.
\s there is limited hcnclit in maximizing return it ts the least important objective of

KOItt 10 FINANCIAL STAIFAm CONIINUED
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the Reserve Funds. It is anticipated that the Reserve Funds cumulative average return 
should target the blended arbitrage yield limit of the hond issues secured.

» bond Resolutions limit allowed investment ol these lunds. Investment risk should 
he examined on an annual basis to ensure that no greater than the minimum 
level of risk required to achieve the highest probability of earning the arbitrage 
yield limit on the bonds is incurred.

► 100% government agencies and U.S. Treasuries with maturities of less than 5

» Performance benchmark is 100% Merrill Lynch 1-5 Government Index.

I Municipal Debt Payments — Preservation of Principal and liquidity are the foremost 
objectives of the .Municipal Debt Payments investment program, as these funds will 
he expended within seven business days ot receipt. Return on investment is a benefit 
of holding these funds for the advance payment period, hut not the focus of investing 
the funds. The bond resolutions limit investments.

> 100% Money Market Fund.

» Performance benchmark is 10% Three-month U.S. Treasury Hill.

It is the policy of the Authority to diversity its investments and to ensure the safety and liquidity

of any one issuer, at the time of purchase.

• In the event of a credit d< .igrade which reduces a security below the required rat­
ing written notification will be made to the Investment Committee setting forth the 
particulars of the downgrade and recommending a course of action.

• \ o t  more than 50% of the ( aistodian Account may be invested in corporate securities, 
at the time of purchase.

• T he duration of the Custodian Account must remain within SO to 120 percent of the 
duration ol the Lehman brothers Aggregate Index.

• Purchases ol more than 10% ol a corporate bond issue shall not be made.

(B) CONCtHMIOM RISK

Concentration risk is the risk of loss attributed to the magnitude of the Authority’s investment 
in a single issuer. ( ainccntraiion limits are not established in the hotul indentures and governing 
agreements lor pledged investments. The Authority's policies set out maximum concentration 
limits lor investments man aged by the external investment manager.

( Act lit risk is the risk of loss due to the failure of the security or backer. The Authority mitigates 
its credit risk by limiting investments permitted in the investment policies. T he credit quality rat­
ings o| the Authority's investments are \A \  and Aaa as of June 50,20()s as described by nationally 
recognized statistical rating organization Standard and Poor, and Moody’s, respectively.

tears.

of the investments by observing the follow ing sound investment practices:

Not more than 5% of the Custodian Account may be invested in the corporate debt

(0 CRfOII RISK



IIOfES 10 FINANCIAL SIA1EMENI5, CONTINUED

U.S. Treasury securities and securities of agencies that are explicitly guaranteed by the U.S. gov­
ernment total 547,600,552, and are not considered to have credit risk.

(0) CUSIODIAL CREDIT RISK

The Authority assumes levels of  custodial credit risk for its deposits with linancial institutions, 
hank investment agreements, and investments. For deposits, custodial credit risk is the risk that, 
in the event of a bank failure, the Authority’s deposits may not be returned. For an investment, 
custodial credit risk is the risk that, in the event of the failure of the counterparty, the Authority 
will not be able to recover the value of the investment or collateral securities that are in the pos­
session of an outside party. T he  Authority has not established a formal custodial credit risk policy 
for its investments.

The Authority had no investments registered in the name of a counterparty.

(f) INIEREST RATE RISK

Interest rate risk is the risk that the market value of investments will decline as a result of changes 
in general interest rates. For non-pledged investments, the Authority mitigates interest rate risk 
by structuring its investments maturities to meet cash requirements, thereby avoiding the need 
to sell securities in the open market prior to maturity. For investments held in trust, investment 
maturities are structured to meet cash requirements as outlined in its hond indentures and con­
tractual and statutory agreements.

(f) MODIFIED OURAIIdN

Modified duration estimates the sensitivity of an investment to interest rate changes. The follow­
ing table shows the Authority's investments with their weighted average modified dilution as of 
June 50, 2005 by investment type:

Investment Modified
Fair Value Duration

1 s ll.'.lMIIV M'CUfitlCS 5 14182000 m s
1 S (iiiu 'iiiiivn l ,ii|ciii ivi seituilies 32.-1 IS. 4 Mr
filial hiiiinliu S 47 (ill )552 .100

The Authorm s investment policies require the duration ol the ( aistodian Account must remain 
within SO to 120 percent of  the duration of the I .ehman brothers Aggregate Index.

. M l



NOIE 5 ► BOND AND HOLES RECEIVABLE
Bonds and notes receivable By del it service program at June .30. 2003 mature in varying annual 
installments as follows:

Year ending 
June 30

1976
General

1995A
Seward
Revenue

1997A
Ketchikan
Revenue

19980
Ketchikan
Revenue

199813 
Homer 

Revenue
1999A 

Inter-Island Ferr 
Revenue

2006 S 10,820300 170,000 690000 660000 235000 75000
2007 IS 023000 180.000 723000 685.000 250.000 80000
200S 17.000.000 195.000 760.000 715.000 255.000 85.000
2000 10.903000 205.000 800000 753,000 180000 85000
2010 17.113.000 213.000 840000 785000 185000 90.000
2011-2015 7S.7SS.OOO 1300 000 4 9 30 000 2570000 - 535000
2016-2020 71 589.000 - 3.663.000 - - 710000
2021-2025 40,033.000 - - - - -
2026-2030 8800,000 - - - - -
2031 and alter - - - - - -

$291137300 2205000 12410000 6 170000 1 105(101) 1 660000

Year ending 
June 30

2000A
Unalaska
Revenue

200013
Seward
Revenue

2001A 
Ketchikan 
Revenue

200113
Ketchikan
Revenue

2002A
Ketchikan
Revenue

200 3 A 
CI3I

Revenue
2006 $ 4 4 3 0 0 0 105.000 81)01)1) 115000 460,000 1 44500O

2007 - i i o o o o s ' l i inn 1200110 4 '5 i i i n i 14 9 0 0 0 0

209s - 1150IJI' 9IMMMI 1 Until in 49(1111)1) -

2009 - 1200011 gij i idu 1 35000 5 0 5 0 0 0 -

2 0 ( 0 - 12501)0 951)011 140000 520000 -

2*111-2015 - 7 4 5 0 0 0 55500 i 82 5 0 0 0 2*t 10000 -

2 0 1 6 -2 0 2 0 - 050.1)00 5550110 >20000 - -

202 1 -2 0 2 5 - 4551)00 - - - -

2026-20 30 - - - - - -

2 0 II a n d  a i s  . - - - - - -

$ 4 4 5 0 0 0 2 7 2 5 n i )0 I 55(0100 2 2 8 5 0 0 0 5 3801)00 201501*0

5i-.il ending 
June 3o

200313 
Valdez 
Ri venue

2003*
Kodiak
Revenue

2004 A 
(HI 

Revenue
200413 

Aik hniuge 
Revenue

(ii.ist.il 1 nv6|v
Lo.tn

ToL.il
T8incltr.il

21*06 Jlllllllil* - I iniioo 4 .Jontill i 1(1111111II <0
2. *07 r.ioilOO JllnooO 500000 93000 IniiOOo 211185111*0
2008 ii*5nno 2o5noo 5J 5000 looooo 4*10000 f 7 1'Micor
2oo9 680II0II 215000 515 ill nl 10011*10 41*0*100 21 T lo ililii
2*110 6800*111 - v55lii|*l liic iioo 440*111*1 21 1)1)4000
2011-2**15 50050(111 - 112*1000 60*11111*1 2250IM in lo t  1 4 '1100
Jo |O -2020 6600000 - 38740(1*1 7 1*1001* 1 7 0 4 s> *1 19 *8,' ■*
JOJ1-2025 169500(1 1995000 oii'tDnn - 57os4oi)i)
2020-20 t*l - - 0460IKMI 1 1450**0 - 1o 4s 4oiMi
2*I<1 .tnil .illt * - - Sj**l/i|O0 I t75«)i*0 o 765111 HI

$ 19(1*10000 .820000 28 S I5000 5 (651161 11 <H)5.87.8 19812 I 178
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NOTES TO FINANCIAL STATEMENTS. CONTINUED

* 1 'Tic general fund includes SI 50,000 of 7.6% bonds receivable due Irom ihe ( lily of I laines that 
m.iture through 2006, and $710,000 ol '6.6% bonds receivable due from die City of Yakutai that 
mature throimh 2014.

LndcrtheCoast.il l.nergy l.oan Program (Program), ihe Authority issued 55,000,000 I6S6 Series 
A Coastal Knergy Bonds (Bonds) payable to the National Oceanic and Atmospheric Administration 
(N()AA). I lie proceeds ol these bonds were used to purchase port revenue bonds from the Cit\ 
of Nome. The City of Nome entered into a tripartite agreement with N’T )AA and the Authority 
effective August 2, 1664 to defer payment of the principal and accrual ol interest for ten years. 
The related loan payable does not represent a general obligation ol the Authority as it is payable 

only from proceeds received from the City of Nome.

\lso under the Program, the Authority issued $0,565,000 16S7 Series A Coastal F.ncrgy Bonds 
payable to N ( ) \A. I he proceeds of these bonds were used to purchase port revenue bonds from 
the City of St. Paul. The City of St. Paul entered into a tripartite agreement with NOAA and 
the Authority effective December 14. 2000 to modify and amend the repayment terms including 
principal and interest.

The related loan payables do not represent a general obligation of the Authority as they are pay­
able only from proceeds received from the City of Nome and St. Paid, respectively. Payment of 
principal and interest on the Bond Banks Coastal Knergy Bond is not secured by a pledge of am 
amounts held h\ or p.i\able to the Bond Bank unde the ( ieneral Bond Resolution, including the 
Reserve Account, and is not m am wav a debt or liabilin of the Bond Bank.

NOTE 6 ► lOllfi IERM LIABILITIES
Statutory Reserve Account Ordinary 

Debt Service Account Reserve Sub-Account
LIE Interest Principal Interest Print ip.il

Rote Outst.in<Jin<j Rote Outstanding

......... ... i1 p . 1 IK ‘> • i .■
1 M , . 4'*"..*7 , S J ' .m i ii ul I V ' - ? ' ^ 74ltt/pi|

1 i ’v >•' 11,1.1.1 S
hi ■ i .m I 1' '«ii ' . i i  " " I ’ i I i

I ' " ) -* *w l. . < -  t .ihe „ n , l 1 .Mm i 1 ,.IM |ll M il , Jim .in.
I' l l i •„ i,. . ( i  .  i , a c i S..«i 'UMlMtf
I ' m v . v \ • VS (i |«ll|«il|

1 ,11 l.' i l ia .  I I'l 
1 ,  * ' ' - * t i'l 1

I' l III V i  . M 4 V  •• V ■ 1 l l l l l l
1 .% ..' *. .li|

p i i ;  v, • \ a . _ ,  T'l - i l l .  1
I ,S 1 . o  H i | .m
I « , j  i  ,1 I1 | • I i*

| l» *  K. : |i  - 1 \ rd '.! • • , 4 • | I ”, 4 M M i
)'»•!•« » • • • • * » M ff fM * IhiMttt i

I ’ . » .|\V  » i f .  n .fi*
\ . l .  Mi • 1 .Itl III it> li|l 1 i n . * *

I ' l ' IW b i  \\ ! t.M M H
1 i9; i J M >• i t i .

i . \ k ,i i*i • * t • •• • i
I*#t4*m ■ r N I r . w s Y t Mr. Ttnni • . t »n t i 1 " . h i ,.,
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<Vs i J ,

i i m n u i  t d j w
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M ( n - \ l  I u \ l > i : \ \ K  A! l n o k l h  I \ ' || ■>!

<nifi l. iin I i.ihililit ■ . (.(iiiiiiiiii il

ISSUE

20(>'l n ’liVs A 
( ilv ill I.ikIwiiKs 
( Ilv III ( urijov.t 

2(iilii •, It 
(ilv nl K.iMuviK 
( ilv ul SilK.i 
( ilv <it I n.iljskii

2000 Si in s ( - VoiIIhvi \r< i.i I:..ii.ii jit 
2HII0 Si'iiv v I) -  IMi'isliiiu|
Jim Seri,", I

M l,ii
hmli.ih M.md |{orn>ii|h 
I .the .ind IVil-UiKI 
\\r ifii)cll 
\'iiii,-s«hot)i 

JijiiO Si f.i • I - Mli.if. I ,!.ir„l |;,,r.ni |*i
20(i 1 s. i,, ., A - \udlivvi - ! Ah In Ii.ir.«n|li
2001 Vfu". II -  •Meiiti.ifiv I r  I liotuwgh
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( i'v ..I \\r.ini|i II 
V'"H,v.".| Aid ( I .I’.
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Staluloi> Reserve Account Ordinary 
Debt Service Account Reserve Sub-Account

Interest Pilncip.il
R.ite Outstanding
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Interest Prlndp.il
Rate Outstanding

2 S  10.000

20(10000

(. ibOOOO 
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IOS77.000

I t li' lllli liu  
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I ii'iiimi'i 
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Statutory Reserve Account Ordlna
Debt Service Account Reseive Sub-Account

ISSUE Interest Principal Interest Principal
Rale Outstanding Rate Outstanding

2005 uvi.-.
1 l.ii nee
Ivfihfkjn (i.ilewtiv fioioinjli 
C Ilv III \orllt I'm!.
I'jtnu’f
Silko
lut.ii 1170 tiiiiiiiil Homl k.'viluiiuii IiiikI

-1 00' ir.llll) *i
jmr.,-5 ’v„ 
300'*..->25'\.
tori v s  on0,, 
l rm 23's •

.'7 Imi.iiin 

ii57,ii)i)

5 (lit Si 1 I'i 5,0011 

'171.2500

I'l‘i5\ Si '.•..ml Ki'veinii' Itund Resnluliiin I'm ir.im .! sV ,,-7 1’' •• J 205.(0111 - -
1 <*<*7 \ Ki liik.ni k.-.i'iiw U'linl Resolution I'nujf.iiii 40V575".. 124 lOW') 40V575" 1525O00
pws.\ k. It liif.iii k'i \' Mi'' I'...ml Resolution I’M (Mill 4". *-4 7 r* 17i • * :> ll J - -
I1)1.'!: II .ITI.T k'.", 1 I i;.' If*ii 1 kVynit. m I'ln IMJII 
1 O'*** \ Inler-lsl.irifl lerr\ p.'. .i'IUI.1 Utif.cl

•1 '.-45 I [O', firm “ “

K. yilllllUII I’|I.()MIII •5 125V51 ' hObOnnti - -
201)115 1 |.<|'.;■ k.i Revenue Ike 1 Kevjbibon IV.'|MIm ■1 ‘l" n 7 V . 145UIIU - -
joiml'. s. ',\ ti.i Revenue if*».i*i keyifuiii.n l’fi>f|Miii 1 (V ..-5 5' . j 725ion - -
JiH)| \ K, •, t,.».iii R. v.r.ue 1. .11:1 R, ■,<>!■ it:,ki |’i ji.iih ! V -! * , 1 55ii i)i,11 -
.'iii'l!'. R, M'.* .in Ria. i ii j* Is .'.il R*-i.i.SiiM It. - ji.ii'i 4 V'..- I t . 22S5000 - -
2nn2\ K, 'i (' '.tn Ken ini,' 1' ul IVili1:, 1 IiIi'h", j(|i -Slip' 5 isrilili.) - -

(til fiiMUme 1<"M| R. * ifnt.i.'i i. . ;mim 2i!H'.-((Hi „ ."ij5i|,|.) - -
JIHHI; ( Ifv "1 \jkto 1 '■ f '1 K. .It-)II 1'.' I (Min _>;v ; jowihio - -
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I he above bonds mature in varying annual installments. I he maturities at June 30, 2005 are as 
follows:

Year ending 
June 30

-  1976- 
General Reserve

1995A
Seward
Revenue

1997A
KcUhikan
Revenue

General
Reserve

1998A
Ketchikan
Revenue

199SIJ
llomei

Revenue

2000 5 10,020,500 1 874,500 170,000 690.000 - 060.000 235,000

2007 IS,02 5.000 1 155,000 180.000 725.000 - 685.000 250,000

2000 17.000.000 800,000 193.000 760,000 - 7 1 5 0 0 0 255.000

2009 10905.000 75.000 205.000 800.000 - 7 5 5 0 0 0 180,000

2010 17.115.000 5.000 215.000 840,000 - 785,000 185.000

2011 -2015 7S.7SS.OOO 2287.000 1.300000 4 930.000 - 2570,000 -
2010 -2020 71 589,1100 1,000,000 - 3.665000 1525000 - -
2021 -2025 46035 .000 2 5 0 0 0 0 0 - - - - -
2020 -2030 8.880000 - - - - - -

2031 and .iit. 'i - - - - - - -

5 294,157 5(ii) ’ <.702,500 2.203.000 12.410,000 1 525.00(1 6 1 7 0 0 0 0 I 105000

Year ending 
June 30

I999A 
Inter-Island Ferry 

Revenue

2000A
Unataski
Revenue

2000B
Seward
Revenue

2001A 
Ketchikan 
Revenue

2002B
Ketchikan
Revenue

2002A
Ketchikan
Revenue

200 3A 
CBJ 

Revenue

2006 75001) 145IIOO 10500(1 80000 113000 460000 1 44501)0
2007 Ml 000 - 1100(10 850011 120000 175000 1 100000
2008 85.000 - 115.000 000(10 1 3001 in 1900(10 -
201(9 85,000 - 12001 ill 9000(1 1 .50110 5( 15 ()<)(1 -
2010 ’ 11111(10 - 125000 95.0(01 1400HU 5201100 -
20 1 I-JO I5 5(3 (ilii) - 745011() 555000 8251(00 2.910000 -
2016-2020 / lo o o i) - •P in io n > 5 i n ii i sjOOdfi - -
2021-2026 - - 155000 - - -
2026-20 !9 - - - - - -
20(1 uni .iivr - - - - - - -

3 1 in oooo .145000 27250110 I 55(11100 228500(1 5 (80(1110 2.9 (5 000

200JB 200 3C 2004A 2004 B Coastal
Year ending Valder Kodiak CIO Anchorage t neigy Total total
Itine 30 Revenue Revenur K. v< nue Revenue loan I'rin. Ip.tl Interest

200(1 200000 i 100(10 < 40ili|Oii ■:| S8500*1 1 7 9 i ,0 4 7 ’I

2tii»7 1,1,5000 JOOOllll 500000 95000 400000 252401. .0 | i ,  598 85)

201 IS Ii75(lil0 2 0 5 0 0 0 5) 500(1 100000 4000110 22 5 1(10(1(1 1 5i,Oii521

Jllll 'l 1 ,80000 '1 5IIII0 5 151)00 1011(100 m in io n 21785000 14826 (28

j o i n Il8l lo o o 55501)1) t<|5l)iin 450000 2 1 0 0 5 0 0 0 1 I.947.J5I
201 1 - J o 15 *1 0 0 5 0 0 0 - ( U'O 000 1,00000 2 2 5 0 0 0 0 101,440000 '5 (,5o i “ |
2 o i t r -2 0 2 ' i 0 60l | l>00 - •875000 710000 1 9 t 7 (11V; 8 (14 (1 414

J 0 2 l - 2 o . '5 11,'l5( KKI 19950110 9051100 n o t  t o o n 11 199601
2026-20 (0 - 0 40001 ll) 1145000 I I I  485.0111) 1 . J62 .l l

.9111 .liiri .ilVr - 8 2 9 0 0 0 0 1.475000 0 ,1)00 1 17(1*2 V

3 10 00000 820000 288451100 r 16 'HOI) 11(105 878 4 0 0  11 (1878 187 5 10 818
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NOTE 7 ► ADJUSIMENIS
Certain adjustments are considered to be necessary’ to the governmental funds in order to present 
the Authority’s financial position and the results of its operations. These adjustments include the 
elimination of inter-fu.id payables and receivables. Additionally, bond proceeds are reported as 
financing sources in governmental funds and thus contribute to the change in fund balance. In the 
statement of net assets, however, issuing debt increases long-term liabilities and does not affect 
the statement ofactivi s. Similarly, repayment of principal is an expenditure in the governmental 
funds, but reduces the liability in the statement of net assets.

NOTE 8 ► coMiiflENis
In fiscal year 2006, $250,000 in earnings from the Custodian Account will he transferred to the 
State of Alaska and deposited in the States Debt Service Fund. T he entire Custodian Account 
balance is available for appropriation, at any time, by the State I .egislatttre.

N0IE9 ► SUBSEQUENT EVEN!
Subsequent to June 30, 2005. the Hond Bank issued two general obligation bond series to fol­
low:

(iener.il < Hiligation Bonds, 2005 Series C, in the lace amount of $32,060,000 w ith interest rates
ranging front 4.0% to 5.00% over maturities of ( Vioher 1,2006 through ( )ctober 1,2025. 1 *

( ietteral Obligation Bonds, 2005 Series One, in the face amount of SIK,45O,0OO, sold in 
( )ctober 2005. Interest rates ranging from 5.00% to 5.25% oxer maturities of June I. 2006 
through June 2025.

In September2005, $250,1100 in earnings front the (aistodian Account was transferred to the State 
of  \laska and deposited in the States Debt Retirement Fund.

( aty ofAmite and St. Paul have entered in negotiations, with N’( ).\A, for the restructuring and 
possible forgiveness lot their respective Coastal Fnergy loans. I he related loan payables do not 
represent a general obligation of the Authority, as they are payable only from proceeds received 
from the ( ’.ily of Nome and St. Paul, respectively. Payment of principal and interest on the Bond 
Bank’s Coastal Fnergy Bond is not secured by a pledge of any amounts held by or payable to the 
Bond Bank under the (ietteral Bond Resolution, including the Reserve \ccount, and is not in 
any way a debt or liability ol the Bond Bank. I .nan payments due in August 2(165 have not been 
made.

I
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SUPPLEMENTAL SCHEDULE Ol STAIUIORV RESERVE ACCOUNTS -  ASSETS. LIABILITIES AND ACCCUNT RESERVES 

lo r  l l t c y e a r  e n d e d  Jiiik' 30, 2003

ASSETS
C ash

Accrued Interest receivable 
M arke tab le  securi ties  

Inter,iccoimt receivables

LIABILITIES
Inleiacc-ount payab les 

Bond payable 

Accrued interest payable

RESERVES
Special  Reserve -  Slate Appropriated 

Special Reserve -  I inappropriated 
Special R e s e rv e -1  n rea l i /ed  l ia in  l lo ss )  
Ordinary Receive -  I riallocaled 
Oidilian, Reserve -  I n tea l i /ed  ( lain ( lo ss l

ASSET"
(.1st
Accrued ihlci.'Sl M ,iva l» l .  
M arket  ible se t unties 

lr»|.T,i<r <»'iril receivable s

IIABILITICS
liiletii, i m ai l  pavabl, s

Huiid payable

Vi Mi'd interest pavable

RESERVES
*>!'«'< i.rl R ev ive -M a le  Appiopnal,d 
Spe< i ll ReselV* -  I Hdpplnpliak il 
speoal Reserv. - I tiieali/ed (im i iluss) 
Ordiliarv Reserve - 1 nalknaled 
OldmaiV Reseive I I in ,lli/er| ( Mill lln ' |

l ‘J76 General 
‘Ordinar/

1976
Spctial

1990A
Yakutat

1995A
Seward

1997A
Ketchikan

S 1.209. MS 
32.714 

S,495,264 
1,027.430

194.219
207.221

20.149,168
408,407

-
2.685
5100

297,083

20.531
14.200

1.508623

10.704.565 20,939.013 - 304.874 1.543.354

847.180 2.416.1(>7 _ 4,517 95263
0.762,500 - - - 1 525.000

133,290 - - - 6.831
10.712.979 2.416.167 - 4.517 1 627.096

. 15663.302 299.550
- 2944.602 - - -
- (63,036) - 807 -

121.370 - - - (74 765)
(99984J - - - (8.9771
21.586 18.342.848 - 100.357 183.742)

S 10704 504 20959013 - 304874 154 i  151

1998A 199811 I999A 2000A 2000H
Ketchikan Homer In er-lsland Unalaska Seward

S 37.201 10281 22 707 22288 27819
111 318 5710 458 088 688

1.2711' / 2420J1 140,41s 224150 224 156
4 342 - - - 2.89 1

i ll. 173i I 23S ll|(i 172.603 2471 12 2 55570

20 IIS 1 5 727 6 194 "  52.1 2911
- - - - -
- - - - -

2008 1 3727 6 394 9523 2911

1 141 2‘ "i 251 I'll, 109.MI4 24 101 III 248 518

2 Ins V I 1 1 15931 I » 19 |) 4 127

: :
1 14 3 (ilt 7 252289 166209 237.009 252046

8 1 161730 258(116 172001 247.1 12 J55.57I,

See Ill'll I '■ ink Ml A'lddnis KV | . 1

\ L t l ‘
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SUPPLEWENfAL SCHEDULE Of SIAIUIORy RESERVE ACCOUHfS -  ASSEfS. LIABILIIIES AND ACCOUNT RESERVES
I nr Ilk' year ended luno 30, 2003

2001A 20011! 2002A 2003A 200013
Ketchikan Ketchikan Ketchikan CBJ Valdez

ASSETS
C ash S 32.174 33,764 36,300 22.872 16,288
Ate meet Interest receivable 382 o i l 805 1,594 20,256
Marketable securities 124,531 190,250 597,750 544.767 1.749.879
Interaccount receivables - - - - 9,407

157,087 233625 634.855 569.233 1795.830

LIABILITIES
Interact ourH payables 5407 8547 21,231 6,691 -
I3(iii(l payable - - - - -
Accrued inteies* payable - - - - -

5.407 8.547 24.231 6.691 -

RESERVES
Special Reserve -  Slate Appropriated 154,675 229,870 - - -
Spe< lal Reserve -  1 ^appropriated - - 625000 568,500 1 78006 3
spec ial Reserve -  1 nieali/ed Gain (1 oss) (2.995) (4.792) (14376 ) (5.958) 15.767
Ordinary Reserve -  1 nallorated - - - - -
Ordinary Reseive -1 nreali/ed u tin  llo ss l - - - - -

151080 225078 010 0 2 1 567542 1 795830
S 1372)87 233625 631.855 569,2.33 1 795,8 30

2003C
Kodiak

2004 A 
CBI

201MB
Anchorage Total

ASSETS
( ash S 26.77.3 14 500 44674 1.814 317
\ ii nied interest receivable 211 7 385 ii(»7 328,974
Marketable s. < iiiilic, 74039 1 8 30 124 297787 n.s5,705
Interact mint receivables 283 - - 1452971

101 3llli 18781178 343068 41 5S1.907
LIABILITIES
Inleraccotinl pavabies 5o In 149 3,ti7 3 3472741
llund payable - - - 11 2s7 5011
Venn d n.o a p.ivabk - - - 140130

5o In 319 tn7t 14 9 0 0 371
RESERVES
spe«oil Re ervc -S late Appmpiialed _ _ 18.001,414
special Re ( tve -1 njppiupriated Id] 5(111 1 875750 311931 8 237 Mil
Spec oil Reserve 1 meali/ed (i,m l I |a  ,s) 1250) 1(40211 12530) (95.0081
I Irdin.nv Re- eive -  1 riallm aled - - — 40 805
(hdinaty R esen t--1 nosili/ed (i.im llu ss ) - - - 1108961)

101 250 1.801 729 3 <0 3'l5 26681 59(i
S tol ioii 1,878078 34 1068 41 5 s | 0|i7



S E N A T E  C O M M I T T E E  R E P O R T

F i r s t  C o m m i t t e e  o f  R e f e r r a l

DATE: 2/3/06

Date of 5-Day Notice: °\ | D U
(in accordance with Uniform Rule 23)

Community and Regional Affairs Committee considered

SB 265 BONDS OF BOND BANK AUTHORITY

DATE TURNED , ,
IN TO OFFICE: H Z Z /O Q ,

SENATE BILL NO. 265

FURTHER: (FinanceJ

"An Act increasing the total amount of bonds and noies that the Alaska Municipal Bond Bank Authority may 
have outstanding: and providing for an effective date."

and recommends:

[ ] be rep laced with 

[ ] adopt p rev iou s _

CS

CS

( ] attached amendment(s)

[ ] adopt Letter of Intent by 

[ ] further referral to _____

Committee

Committee

CS Senate Bill:
[ ] Same Title 
[ ] New Title

SCS House Bill:
[ ] Same Title 
[ j Technical Title 

Change 
[ ] New Title w/ 

SCR #____

NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):

Department Date Fiscal Indet. Zero FN#

■Ra/ Lho / 1
Department Date Fiscal Indet. Zero FN#

[ ] A P P R O P R I A T I O N  -  n o  f i s c a l  n o t e







SB 271 NEPA

The National Environmental Policy Act (NEPA) requires the evaluation of the environmental 
effects of any project with federal funding.

Alaska is one of five states participating in a federal pilot program delegating the review 
and approval of NEPA documents and related environmental approvals.

NEPA documents for highway projects are currently written by the State and submitted to 
the Federal Highway Administration (FHWA) for approval. In some cases these documents 
must be reviewed by FHWA Staff in Washington D.C. before the Alaska Division of FHWA 
can approve the document.

Under the pilot program DOT Headquarters will review and approve these documents. This 
insures that Alaskans are making decisions about Alaska, just like how Fish and Game 
makes decisions about the management of Alaska's fish and game.

The pilot program will streamline the environmental approval process for transportation 
projects using federal funds.

This does NOT weaken any environmental laws. Documents must meet the requirements 
of NEPA and all applicable state and federal environmental laws and regulations. 
Participation in the pilot program gives the state the opportunity to make sure that 
Alaska's priority projects are receiving priority attention.

Alaskans want improved highway and ferry transportation, while maintaining a clean 
environment. Under the pilot program Alaskans can have both quicker development of 
projects and better environmental decisions.

Does participation in the NEPA process grow government?

Participation in this pilot project adds 4 positions to DOT and 1 to DOL. These positions 
are not being funded out of the general fund -  they are funded with CIP receipts. There 
are two examples of how this program is an investment in our transportation 
infrastructure:

. If just one project a year gets to the construction phase one year sooner because
Alaskans understand the issues and concerns discussed in a NEPA document, the 
money saved - due just to inflation - will pay for these positions.

. Alaskans prioritizing NEPA documents can insure that those projects needing review
and approval for the upcoming construction season get it. With Alaska's short 
construction season, a one month delay, can mean the loss of the whole 
construction season.

5 /2 /2 0 1 )0
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F r a n k  H .  M u r k o w s k i  
Governor

P.O. Box 1 ioooi Juneau. Alaska 9901 l-OOOl (907) 465-3300 Fax (907) 465-3532 WWW.GOV.STATE.AK.USGOVERNOR̂GOV.STATE. AK. US
S t a t e  o f  A l a s k a

o f f i c e  o f  t h e  g o v e r n o r  
J u n e a u

F ebruary  7, 2006

The Honorable Ben Stevens 
President of the Senate  
A laska S tate  Legislature 
S ta te  Capitol, Room 111 
J u n e a u ,  AK 99801 -1 1 8 2

D ear President Stevens:

U nder the a u th o r ity  of art.  Ill, sec. 18, of the  A laska Constitu tion, I am  
tran sm itt in g  a  bill th a t  would au thorize  the  A laska D epartm en t of T ransporta tion  
a n d  Public Facilities to a s s u m e  certa in  federal p rogram m atic  and environm ental 
responsibilities  a s  provided for by the United S ta te s  Congress in the Safe, 
A ccountable, Flexible, Efficient T ran sp o rta t io n  Equity Act: A Legacy for Users 
(SAFETEA-LU), P.L. 109-59. A p rerequ is ite  to a s su m p tio n  of the du ties  is th a t  the 
S ta te  of A laska agree to a  waiver of im m unity  to su it  in federal cou r t  for those 
d u tie s  specifically a s s u m e d  from the  United S ta te s  D epartm en t of T ransporta tion .

Under the recen t SAFETEA-LU a m e n d m e n ts ,  the S ta te  of A laska is one of 
only five nam ed  s ta te s  w ith  the opportun ity  to partic ipa te  in a so-called "pilot 
program" for a s su m p tio n  of d u tie s  a n d  responsibilities  u n d e r  23 U.S.C. 327 
(National Environm ental Policy Act of 1969). This bill provides a  un ique  
opportun ity  for the S ta te  of A laska to have m ore direct involvement, an d  control, in 
the  p lann ing  a n d  dec is ion-m aking  process  involved with m any  public projects.

I urge your p rom pt and  favorable action on  this m easure .

Sincerely yours,

F rank  H. Murkowski 
Governor

Enclosure

C O M M I T T E E  COPY

http://WWW.GOV.STATE.AK.US


V H O U S E  C O M M IT T E E  R E P C  T

Date of Committee Action:.

The FINANCE Committee considered: SB 271

SENATE BILL NO. 271 AUTHORIZE HWY PROGRAM PARTICIPATION
"An Act authorizing the commissioner of transportation and public facilities to participate in certain federal 
highway programs and relating to that authorization; relating lo powers of the attorney general to waive 
immunity from suit in federal court related to those programs; and providing for an effective date."

Recommends it he replaced with [ ■ IICS or [ ] CS for__________________________________ (________ )
For Senate Bills with new title: [ J Technical Title /  ] New Title: I1CR_______  1 1 Same Title [ J New Title

[ ] attach amendments
f ] add new referral to ____________ Committee
[ j Letter of Intent___________ Committee

(11)
Date Referred to Committee: May 2,2006 FURTHER REFERRALS:
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Abb rev 
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Depts.:
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NEW F IS C A L  N O T E S
‘ Assigned by Chief Clerk’s Office

List by Depths): •FN# | Fiscal | Indet. | Zero

PREVIOUS F IS C A L  N O T E S

List by l)ept(s): I FN# Fiscal Indet. Zero
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DP DNP NR AM

■k
' ---------- -----------

k e f t f h u / A . V /
^ . ja  u Lf

S ---\ .X ^
n ^ T < = ^

<  7  <— < )

'
Clmir: 1 1 r



F I S C A L  N O T E

STATE OF ALASKA
2006 LEGISLATIVE SESSION

R e v i s i o n  D a l e / T u n e  ( N o t e  if c o r r e c t i o n ) :  
Tit le N E P A  Pilot P r o g r a m

Fiscal Note Number: 2______
Bill Version: SB 271
(S) Publish Date: 2/8/06

D e p t .  A f fe c te d :  D E C
' R D U  _____________________

C o m p o n e n t  _____________________
S p o n s o r
R e q u e s t e r

R u l e s  C o m m i t t e e
G o v e r n o r C o m p o n e n t  No.

E x p e n d i t u r e s / R e v e n u e s ( T h o u s a n d s  o f  D o l l a r s )

N o te :  A m o u n t s  d o  n o t  in c lu d e  infla tion u n l e s s  o t h e r w i s e  n o t e d  b e lo w .
O P E R A T I N G  E X P E N D I T U R E S FY 2 0 0 7 FY 2 0 0 8 FY 2 0 0 9 FY 2 0 1 0 FY 2011 FY 2 0 1 2

P e r s o n a l  S e r v i c e s  

T ra 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 ip m e n t  

L a n d  & S t ru c t ,  r e s  

G r a n t s  & C la im s  

M is c e l l a n e o u s

T O T A L  O P E R A T I N G 0.0 0 .0 0 .0 0 .0

O©

0 .0

C A P IT A L  E X P E N D I T U R E S

C H A N G E  IN R E V E N U E S  (

F U N D  S O U R C E ( T h o u s a n d s  of  D o l la rs )

1 0 0 2  F e d e r a l  R e c e i p t s
1 0 0 3  G F  M a tc h
1 0 0 4  G F

1 0 0 5  G F / P r o g r a m  R e c o i p t s

1 0 3 7  G F /M e n ta l  H e a l tn

0 : h e r  (Specif) D: net abbreviate)

T O T A L 0.0 0 .0 0 .0 0 .0 0 .0 0 .0

E s t i m a t e  o f  a n y  c u r r e n t  y e a r  (F Y 2 0 0 6 )  c o s t : 00
M a rk  t h i s  b o x  (X) if f u n d i n g  f o r  t h i s  bill  i s  i n c l u d e d  in t h e  G o v e r n o r ' s  FY 2 0 0 7  b u d g e t  p r o p o s a l :  

P O S IT I O N S
Full- t im e

P a r t - t im e
T e m p o r a r y

A N A L Y S IS :  (Attach a s w w e r e  ’ • ■ •...

Prepared by.
Division

Approved by
Agen.y

Molly Hicks Fhon< •5965
Office ol me Commissioner Date Time 12'21 .,025 9 12arr

Kurt Frednksson Date 12'21/05 10:02am
Department of Environmental Conservation

X»li Page 1 of 1



F I S C A L  N O T E

STATE OF ALASKA
2006 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 
Title N E P A  P ilo t  P ro j e c t_________

Fiscal Note Number:

Bill Version:

(S) Publish Date

1
S B  2 7 1

2 /8 / 0 6

D O T & P FD e p t ,  A f fe c te d ._________
R D U  D e s i g n ,  E n g in e e r i n g .  C o n s t r u c t i o n

C o m p o n e n t  S t a t e w i d e  D e s i g n  & E n g  S v c s

S p o n s o r
R e q u e s t e r G o v e r n o r

E x p e n d i t u r e s / R e v e n u e s

C o m p o n e n t  N o . 

(Thousands of Dollars)

2 3 5 7

N o te :  A m o u n t s  d o  n o t  i n c lu d e  in f la tion  u n l e s s  o t h e r w i s e  n o t e d  b e lo w .
O P E R A T I N G  E X P E N D I T U R E S FY 2 0 0 7 FY 2 0 0 8 FY 2 0 0 9 FY 2 0 1 0 FY 2 0 1 1 FY 2 0 1 2

P e r s o n a l  S e r v i c e s  
T ra 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 n d  & S t r u c t u r e s  
G r a n t s  & C l a i m s  
M i s c e l l a n e o u s

4 2 2 . 7 4 2 2 . 7 4 2 2 . 7 4 2 2 . 7 4 2 2 .7

5 0 .0 5 0 .0 5C.0 5 0 .0 5 0 .0

1 5 4 .7 1 5 4 .7 1 5 4 .7 1 5 4  7 1 5 4 .7

2 0  0 1 0 .0 1 0 .0 1 0 .0 10 .0
-

T O T A L  O P E R A T I N G C 47 .4 0 3 7 .4 G 37.4 G 37.4 6 3 7 .4 0 .0

C A P I T A L  E X P E N D I T U R E S

■ C H A N G E IN R E V E N U E S  (

F U N D  S O U R C E ( T h o u s a n d s  o f  D o l la r s )

1 0 0 2  F e d e r a l  R e c e i p t s
1 0 0 3  G F  M a i  :h
1 0 0 4  G F
1 0 0 5  G F / P r o g r a m  R e c e i p t s
1C61 C I P  R c p t s 6 4 7  4 6 3 7 .4 6 3 7 . 4 6 3 7  4 6 3 7  4

O t h e r  (Siiecih T v n e -D o  nor abbreviate)
T O T A L 6 4 7 .4 G 37.4 0 3 7 .4 6 3 7 .4 6 3 7 .4 0 .0

E s t i m a t e  o f  a n y  c u r r e n t  y e a r  (F Y 200G )  ' o s t :   0_0____
M a r k  t h i s  b o x  (X) if f u n d i n g  f o r  t h i s  bi ll  i s  i n c l u d e d  in  t h e  G o v e r n o r ' s  F Y  2 0 0 7  b u d g e t  p r o p o s a l :

P O S I T I O N S
Full- t im e 4 4! 4 41 4 ,

P a r t - t im e I
T e m p o r a r y I I I

A N A L Y S IS :  a separate p a ge ifnocossay)
Under Section 6005 of SAFETEA-LU. the State of Alaska may assume the responsibilities of the Federal Hignw > 
Administration (FHWA) under the National Environmental Policy Act of 1969. Specifically, the FHWA may assign, 
with some exceptions, all or part of their responsibilities for environmental review, consultation, approvals or other 
actions required under any federal environmental law pertaining to the review and approval of federally funded 
projects. For the State to assume these obligations 1) DOT/PF requires two positions to fulfill the role o' perft-'ming 
federal actions such as reviewing and approving federal environmental documents, 4(f) statements and 
environmental document re-evaluations (2 position:, at range 24C and 2 positions at range 21C plus support costs)
2) the Attorney General's office requires one position to perform required legal sufficiency reviews of environmental 
documents (provided through a reimbursable services agreement (RSA)y Federal authorisation for this pilot program 
expires in FY2011.

j p a r e c  b y  N a n c y  S i a g i e  D i re c to r____________________________________     P h o n e  4 6 5 - 3 9 1 1 __________
, ' , s o n  A d m in is t r a t iv e  S e r v i c e s    D a t e / T i m e  1 2 /3 0 /0 !  o ' a n '

proved by. Mixe Banon___________________________________________________________ Dale 12'30/05________
ency DOT&PF______________________________________________________

|li*.-wcli7.?[KK OUlii Page 1 of 1







DATE: 3 /1 0 /0 6 FURTHER:

DATE TURNED 
INTO OFFICE

S E N A T E  F I N A N C E  C O M M I T T E E  R E P O R T

REPORTED OUT

i P R  0 n ?C0S

SENATE FINANCE CC^HITTET

? £l
Finance Committee considered SENATE BILL NO. 271

SB 271 AUTHORIZE HWY PROGRAM PARTICIPATION

"An Act authorizing the commissioner of transportation and public facilities to participate in certain federal 
highway programs and relating to that authorization; relating to powers of the attorney general to waive 
immunity from suit in federal court related to those programs; and providing for an effective date."

and recommends:

] be rep laced with 

] adopt p rev ious _

CS

CS

] attached amendment(s)

] adopt Letter of Intent by 

] further referral to ______

Committee

Committee

CS Senate Bill:
[ ] Same Title 
[ j New Title

SCS House Bill:
[ ] Same Title 
[ j Technical Title 

Change 
[ ] New Title w/ 

SCR #_____

NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):
Department Date Fiscal Ind. Zero FN#

DtfTPF '%I°Sb4=»4
Id ec. zMl<& **7.

1

SIGNATURES^ND RECOMMENDATIONS: DO
Pass

Do Not 
Pass

No Rec Amend

(yC ffifo f  ̂ 24-ef/, ‘ tf* _ y

J X

t S '

X "

CocHAIR: i l M L -
Cochair: — / )  J  i l A \ r y

A y '  y  s  —-



F I S C A L  N O T E

STATE OF ALASKA
2006 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 
Title NEPA Pilot Project_____

APR 2 0 2006

SENATE FINANCE COMMITTEE

REPORTED OUT

F is c a l  N o t e  N u m b e r :  

Bill V e r s io n :

(S )  P u b l i s h  D a te :

1
S B  2 7 1

2 / 8 / 0 6

D O T & P F_ D e p t .  A f fe c te d ;_____________________________________

R D U  D e s i g n .  E n g in e e r i n g ,  C o n s t r u c t i o n

C o m p o n e n t  S t a t e w i d e  D e s i g n  & E n g  S v c s

S p o n s o r
R e g u e s t e r G o v e r n o r

Expenditu res/R evenues

Component No. 

(Thousands of Dollars)

2 3 5 7

N o te :  A m o u n t s  d o  n o t  i n c l u d e  infla tion u n l e s s  o t h e r w i s e  n o t e d  b e lo w .
O P E R A T I N G  E X P E N D I T U R E S F Y  2 0 0 7 FY 2 0 0 8 FY 2 0 0 9 FY 2 0 1 0 F Y  20 1 1 FY 2 0 1 2
P e r s o n a !  S e r v i c e s  
T ra 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 n d  & S t r u c t u r e s  
G r a n t s  & C l a i m s  
M i s c e l l a n e o u s

4 2 2 . 7 4 2 2 . 7 4 2 2 . 7 4 2 2 . 7 4 2 2  7
5 0  0 5 0  0 5 0 . 0 5 0 0 5 0  0

1 5 4 .7 1 5 4 .7 1 5 4 .7 1 5 4 .7 1 5 4  7
2 0 0 1 0 0 1 0 .0 1 0 .0 1 0 0

T O T A L  O P E R A T I N G 6 4 7 . 4 6 3 7 .4 6 3 7 . 4 6 3 7 . 4 6 3 7 .4 0 .0

C A P I T A L  E X P E N D I T U R E S

I C H A N G E  IN R E V E N U E S  (

1 0 0 2  F e d e r a <  . e c e i p t s
1 0 0 3  G F  M a tc h
1 0 0 4  G F
1 0 0 5  G F / P r o g r a m  R e c e i p t s  
1 06 1  C I P  R c p t s
O t h e r  (Specify T y p e -D o  not abbreviate)

6 4 7  4 6 3 7  4 6 3 7 4 6 3 7  4 6 3 7  4

T O T A L 6 4 7 . 4 6 3 7 .4 6 3 7 . 4 6 3 7 . 4 6 3 7 .4 0 .0

00E s t i m a t e  o f  a n y  c u r r e n t  y e a r  ( F Y 2 0 0 6 )  c o s t :  __________________
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Under Section 6005 of SAFETEA-LU. the Stale of Alaska may assume the responsibilities of the Federal Highway 
Administration (FHWA) under the National Environmental Policy Act of 1969. Specifically, the FHWA may assign, 
with some exceptions, all or part of their responsibilities for environmental review, consultation, approvals or other 
actions required under any federal environmental law pertaining to the review and approval of federally funded 
projects. For the State to assume these obligations 1) DOT/PF requires two positions to fulfill the role of performing 
federal actions such as reviewing and approving federal environmental documents, 4(0 statements and 
environmental document re-evaluations (2 positions at range 24C and 2 positions at range 21C plus support costs),
2) the Attorney General's office requires one position to perform required legal sufficiency reviews of environmental 
documents (provided through a reimbursable services agreement (RSA)) Federal authorization for this pilot program 
expires in FY2011.
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the Secretary and the terms of the proposed agreement 
with the State; and

“(B) provide an opportunity for public comment.
“(3) S electio n  c r it e r ia —The Secretary may approve the 

application of a State to assume responsibilities under the 
program only if—

“(A) the requirements under paragraph (2) have been 
met; and

“(B) the Secretary determines that the State has the 
capability to assume the responsibilities.
"(4) Oth er  federal agency v ie w s—Before assigning to 

a State a responsibility of the Secretary that requires the 
Secretary to consult with another Federal agency, the Secretary 
shall solicit the views of the Federal agency.
“(d) State De fin e d .—With respect to the recreational trails 

program, the term ‘State’ means the State agency designated by 
the Governor of the State in accordance with section 206(c)(1).

“(e) P reservation  of P ublic Interest Consideration .—
Nothing in this section shall be construed to limit the requirements 
under any applicable law providing for the consideration and 
preservation of the public interest, including public participation 
and community values in transportation decisionmaking.”.

(b) Conform ing  Am endm ent .—The analysis for chapter 3 of 
title 23, United States Code, is amended by adding a f t e r  the item 23USC301. 
relating to section 324 the following:
‘325. State assumption of responsibilities for certain programs and projects.".

3958P88&1 Ts ta te  assumption o f responsibility  f o r  c a te g o r­
ica l EXCLUSIONS.

(a) In  Gen era l .—Chapter 3 of title 23, United States Code, 
is further amended by inserting after section 325 the following:
‘‘§ 3 2 6 .  S t a t e  a s s u m p t i o n  o f  r e s p o n s i b i l i t y  f o r  c a t e g o r i c a l  

e x c l u s i o n s

"(a) Categorical E xclusion Determinations.—
“(1) In general.—The Secretary may assign, and a State 

may assume, responsibility for determining whether certain 
designated activities are included within classes of action identi­
fied in regulation by the Secretary that are categorically 
excluded from requirements for environmental assessments or 
environmental impact statements pursuant to regulations 
promulgated by the Council on Environmental Quality under 
part 1500 of title 40, Code of Federal Regulations (as in effect 
on October 1, 2003).

"(2) Scope  of authority.—A determination described in 
paragraph (1) shnll be made by a State in accordance with 
criteria established by the Secretnry and only for types of 
activities specifically designated by the Secretnry.

" ( 3 )  C R I T E R I A . —The criteria under paragraph (2) shall 
include provisions for public availability of information con­
sistent with section 552 of title 5 and the National Environ* 
mental Policy Act of 1969 (42 U.S.C. 4321 et seq.).
“(b) Other  A pplicable F ederal Laws.—

"(1) In g eneral .—If u State assumes responsibility under 
subsection (a), the Secretary may also assign and the State 
may assume all or part of the responsibilities of the Secretary 
for environmental review, consultation, or other related actions
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Public
information.
Notice.

23 USC 301.

required under any Federal law applicable to activities that 
are classified by the Secretary as categorical exclusions, with 
the exception of government-to-governmcnt consultation with 
Indian tribes, subject to the same procedural and substantive 
requirements as would be required if that responsibility were 
carried out by the Secretary.

“(2) S ole responsibility .—A State that assumes responsi­
bility under paragraph (1) with respect to a Federal law shall 
be solely responsible and solely liable for complying with and 
carrying out that law, and the Secretary shall have no such 
responsibility or liability.
"(c) Memoranda of U nderstanding .—

“(1) In GENERAL.—The Secretary and the State, after pro­
viding public notice and opportunity for comment, shall enter 
into a memorandum of understanding setting forth the respon­
sibilities to be assigned under this section and the terms and 
conditions under which the assignments are made, including 
establishment of the circumstances under which the Secretary 
would rcassumc responsibility for categorical exclusion deter­
minations.

“(2) T erm .—A m em orandum  of understand ing—
"(A) shall have a term of not more than 3 years;

and
"(B) shall be renewable.

"(3) ACCEPTANCE OF ,JURISDICTION.—In a memorandum of 
understanding, the State shall consent to accept the jurisdiction 
of the Federal courts for the compliance, discharge, and enforce­
ment of any responsibility of the Secretary that the State 
assumes.

“(4) Monitoring .—The Secretary shall—
“(A) monitor compliance by the State with the memo­

randum of understanding and the provision by the State 
of financial resources to carry out the memorandum of 
understanding; and

“(B) take into account the performance by the State 
when considering renewal of the memorandum of under­
standing.

“(d) T ermination .—The Secretary may terminate any assump­
tion of responsibility under a memorandum of understanding on 
a determination that the State is not adequately carrying out. the 
responsibilities assigned to the State.

“(e) State Agency Deemed to Be Federal Agency.—A State 
agency that is assigned a responsibility under a memorandum 
of understanding shall be deemed to be a Federal agency for the 
purposes of the Federal law under which the responsibility is exer­
cised.”.

(b) Conforming Amendment.—The analysis for chapter 3 of 
title 23, United States Code, is further amended by adding after 
the item relating to section 325 the following:
“326. Statu UBSUinption of responsibility for cntcgoricnl nxcliminnr.".
SEC?. 6005. SURFACE TRANSPORTATION PROJECT DELIVERY PILOT 

PROGRAM.

(a) IN Genit\L.—Chapter 3 of title 23, United States Code, 
is further amended by inserting after section 32(> the following:
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“§ 3 2 7 .  S u r f a c e  t r a n s p o r t a t i o n  p r o j e c t  d e l i v e r y  p i l o t  p r o g r a m

“(a) E stablishm ent —
“(1) In GENERAL.—The Secretary shall carry out a surface 

transportation project delivery pilot program (referred to in 
this section as the ‘program’).

“(2) Assu m ptio n  of  responsibility .—
“(A) In GENERAL— Subject to the other provisions of 

this section, with the written agreement of the Secretary 
and a State, which may be in the form of a memorandum 
of understanding, the Secretary may assign, and the State 
may assume, the responsibilities of the Secretary with 
respect to one or more highway projects within the State 
under the National Environmental Policy Act of 1969 (42 
U.S.C. 4321 et seq.).

"(B) Additional responsibility .—If a State assumes 
responsibility under subparagraph (A)—

“(i) the Secretary may assign to the State, and 
the State may assume, all or part of the responsibilities 
of the Secretary for environmental review, consulta­
tion, or other action required under any Federal 
environmental law pertaining to the review or approval 
of a specific project; but

“(ii) the Secretary may not assign—
“(I) responsibility for any conformity deter­

mination required under section 176 of the Clean 
Air Act (42 U.S.C. 7506); or

“(II) any responsibility imposed on the Sec­
retary by section 134 or 135.

"(C) P rocedural and substantive requirem ents.— 
A Slate shall assume responsibility under this section sub­
ject to the same procedural and substantive requirements 
as would apply if that responsibility were carried out by 
the Secretary.

“(D) Federal responsibility .—Any responsibility of 
the Secretnry not explicitly assumed by the State by written 
agreement under this section shall remain the responsi­
bility of the Secretary.

"(E) No EFFECT on authority.—Nothing in this section 
preempts or interferes with any power, jurisdiction, respon­
sibility, or authority of an agency, other than the Depart­
ment of Transportation, under applicable law (including 
regulations) with respect to a project.

"(b) State Participation .—
“(1) N umber o f  participating  states .—The Secretary may 

permit nut. more than 5 States (including the States of Alaska, 
California, Ohio, Oklahoma, and Texas) to participate in the 
program.

"(2) APPLICATION.—Not later than 270 days after the date 
of enactment of this section, the Secretary shall promulgate 
regulations thnl establish requirements relating to information 
required lo be contained in any application of a State to partici­
pate in the program, including, at a minimum—

"(A) the projects or classes of projects for which the 
State anticipates exercising the authority that may be 
granted under the program;

Deadline
RcjiulationK



"(B) verification of the financial resources necessary 
to carry out the authority that may be granted under 
the program; and

“(C) evidence of the notice and solicitation of public 
comment by the State relating to participation of the State 
in the program, including copies of comments received from 
that solicitation.
"(3) P ublic n o tice .—

Deadline. “(A) In general.—Each State that submits an applica­
tion under this subsection shall give notice of the intent 
of the State to participate in the program not later than 
30 days before the date of submission of the application.

"(B) Method  of  notice  and so licita tio n—The State 
shall provide notice and solicit public comment under this 
paragraph by publishing the complete application of the 
State in accordance with the appropriate public notice law 
of the State.
*'(4) SELECTION CRITERIA.—The Secretary may approve the 

application of a State under this section only if—
"(A) the regulatory requirements under paragraph (2) 

have been met;
"(B) the Secretary determines that the State has the 

capability, including financial and personnel, to assume 
the responsibility; and

"(C) the head of the State agency having primary juris­
diction over highway matters enters into a written agree­
ment with the Secretary described in subsection (c).
"(5) Other  federal agency views—If a State applies 

to assume a responsibility of the Secretary that would nave 
required the Secretary to consult with another Federal agency, 
the Secretary shall solicit the views of the Federal agency 
before approving the application.
"(c) Written  Agreem en t .—A w ritten  agreem ent u n d er this 

section sh a ll—
"(1) be executed by the Governor or the top-ranking 

transportation official in the State who is charged with respon­
sibility for highway construction;

"(2) be in such form as the Secretary may prescribe;
“(3) provide that the State—

"(A) agrees to assume all or part of the responsibilities 
of the Secretary described in subsection (a);

“(B) expressly consents, on behalf of the State, to accept 
the jurisdiction of the Federal courts for the compliance, 
discharge, and enforcement of any responsibility of the 
Secretary assumed bv the State;

"(C) certifies that State laws (including regulations) 
are in effect that—

"(i) authorize the State to take the actions nec­
essary to carry out the responsibilities being assumed; 
and

“(ii) are comparable to section 552 of title 5, 
including providing that any decision regarding the 
public availability of a document under those State 
laws is reviewable by a court of competent jurisdiction; 
and
"(U) agrees to maintain the financial resources nec­

essary to carry out the responsibilities being assumed.
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"(d) J urisdiction .—
"(1) In GENERAL.—The United States district courts shall 

have exclusive jurisdiction over any civil action against a State 
for failure to carry out any responsibility of the State under 
this section.

"(2) L egal standards and requirem ents.—A civil action 
under paragraph (1) shall be governed by the legal standards 
and requirements that would apply in such a civil action against 
the Secretary had the Secretary taken the actions in question.

"(3) In tervention .—The Secretary shall have the right 
to intervene in any action described in paragraph (1),
“(c) E ffect  of Assum ption  of Responsibility .—A State that 

assumes responsibility under subsection (a)(2) shall be solely 
responsible and solely liable for carrying out, in lieu of the Sec­
retary, the responsibilities assumed under subsection (a)(2), until 
the program is terminated as provided in subsection (i).

“(f) L imitations on Agreem ents .—Nothing in this section per­
mits a State to assume any rulemaking authority of the Secretary 
under any Federal law .

“(g) Audits .—
"(1) In GENERAL.—To ensure compliance by a State with 

any agreement of the State under subsection (c) (including 
compliance by the State with all Federal laws for which respon­
sibility is assumed under subsection (a)(2)), for each State 
participating in the program under this section, the Secretary 
shall conduct—

"(A) semiannual audits during each of the first 2 years 
of State participation; und

"(B) annual audits during each subsequent year of 
State participation.
"(2) P ublic availability and comment —

“(A) IN GENERAL.—An aud it conducted under p a ra ­
graph (1) shall be provided to the public for comment.

"(B) RESPONSE.—Not later than GO days after the date Dcmllinc. 
on which the period for public comment ends, the Secretary 
shall respond to public comments received under subpara­
graph (A).

“fh) Report TO Congress .—T he Secretary shall subm it to Con­
gress an  annual report th a t describes the adm in istration  of the 
program.

"(i) T erm ination .—
"(1) In general.—Except as provided in parag raph  (2), 

the program  shall te rm inate  on the  date th a t is 6 years a fte r 
the date  of enactm ent of th is section.

"(2) T ermination  by secretary.—T he Secretary may 
terminate the participation of any State in the program if—

"(A) the Secretary determines that the State is not 
adequately carrying out the responsibilities assigned to 
the State;

“(B) the Secretary provides to the State—
"(i) notification of tlie determination of noncompli- 

nnce; and
"(ii) n period of at least 30 days during which 

to take such corrective action as the Secretary deter­
mines is necessary to comply with the applicable agree­
ment; and



"(C) the State, after the notification and period pro­
vided under subparagraph (B), fails to take satisfactory 
corrective action, as determined by Secretary.".

23 use30], (b) Conforming Amendment.—The analysis for chapter 3 of
title 23, United States Code, is further amended by adding after 
the item relating to section 326 the following:
“327. Surface transportation project delivery pilot program.".
SEC. GOOG. ENVIRONMENTAL RESTORATION AND POLLUTION ABATE­

MENT; CONTROL OF NOXIOUS WEEDS AND AQUATIC NOX­
IOUS WEEDS AND ESTABLISHMENT OF NATIVE SPECIES.

(a) Modification to NI-IS/STP for Environmental Restora­
tion, Pollution Abatement, Control of Noxious Weeds and 
Aquatic Noxious Weeds.—

(1) Modifications to national highway system—Section 
103(b)(6) of title 23, United States Code, is amended by adding 
at the end the following:

"(Q) Environmental restoration and pollution abate­
ment in accordance with section 328.

"(R) Control of noxious weeds and aquatic noxious 
weeds and establishment of native species in accordance 
with section 329.”.
(2) Modifications to surface transportation pro­

gram.—Section 133(b) of title 23, is amended by striking para­
graph (14) and inserting the following:

"(14) Environmental restoration and pollution abatement 
in accordance with section 328.

"(15) Control of noxious weeds and aquatic noxious weeds 
and establishment of native species in accordance with section 
329.”.
(b> Eligible Activities.—Chapter 3 of title 23, United States 

Code, is further amended by adding after section 327 the following:
“§ 3 2 8 .  E l i g i b i l i t y  f o r  e n v i r o n m e n t a l  r e s t o r a t i o n  a n d  p o l l u t i o n  

a b a t e m e n t

"(a) In General.—Subject to subsection (b), environmental res­
toration and pollution abatement to minimize or mitigate the 
impacts of any transportation project funded under this title 
(including retrofitting and construction of stormwatcr treatment 
systems to meet Federal and State requirements under sections 
401 and 402 of the Federal Water Pollution Control Act (33 U.S.C. 
1341; 1342)) may be carried out to address water pollution or 
environmental degradation caused wholly or partially by a transpor­
tation facility.

“(b) Maximum Expenditure—In a case in which a transpor­
tation facility is undergoing reconstruction, rehabilitation, resur­
facing, or restoration, the expenditure of funds under this section 
for environmental restoration or pollution abatement described in 
subsection (a) shall not exceed 20 percent of the total cost of 
the reconstruction, rehabilitation, resurfacing, or restoration of the 
facility.
“§329. Eligibility for control of noxious woods and aquatic 

noxious woods and establishment of native spe­
cies

"(a) In General.—In accordance with all applicable Federal 
law (including regulations), funds made available to cairy out this
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NEPA Delegation Pilot Fact Sheet

SAFETEA-LU includes a NEPA delegation pilot program for five states -  Alaska, 
California, Oklahoma, Ohio, and Texas. Under the program, the five stales are eligible to 
apply for delegation of the Secretary of Transportation’s (Secretary) NEPA 
responsibilities for one or more highway projects within the state. The state may also 
apply for delegation of some or all of the Secretary’s review and consultation 
responsibilities under other Federal environmental laws. The scope of delegation will be 
determined through application to the Secretary and execution of a Memorandum of 
Understanding (MOU).

Time Frame:

■ Duration of the pilot program is six years from enactment of SAFETEA-LU. 
Unless extended by statute, the pilot terminates on August 10, 2011.

■ The Secretary is required to promulgate regulations to establish delegation 
application requirements. Rulemaking is required to be complete within 270 days 
of the Act. Rulemaking is behind schedule.

• The State may not submit its application until 
o Rulemaking is complete and
o The Stale must advertise the application and solicit public comment.

■ After its application is accepted, the State and Secretary will enter into an MOU.

■ Once the MOU is executed, delegation may proceed.

Delegation Options:

■ NEPA delegation is limited lo highway projects. The term includes roads, streets, 
and parkways, rights-of-way, bridges and protective structures.

o NEPA delegation may be programmatic, or for specific, identified 
projects. 'I he Slate has broad latitude to determine the FHWA 
environmental responsibilities it would like to assume [i.e. CEs, EAs,
EISs, Section 4(0)1.

■ The State expects to request delegation for all of the Secretary’s environmental 
review and consultation responsibilities under other Federal environmental laws 
(examples include Section I Ob of the National Historic Preservation Act, Section 
7 of the Endangered Species Act)

3/17/2006
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■ FHWA has indicated that il will not delegate:
o Projects on the President’s Streamlining Executive Older project list, 
o Cross border projects, 
o FrA  sponsored projects, 
o Western Federal Lands sponsored projects.

■ NEPA delegation is limited to environmental decision-making. It docs not extend 
to engineering decisions.

Requirements and Responsibilities:

■ Under delegation, the Stale would assume sole responsibility and liability for its 
NEPA actions and decisions and would be subject lo Federal court jurisdiction.
To receive delegation, the State is required to waive its 111,1 Amendment 
sovereign immunity from suits in Federal court for its decisions under NEPA.

■ The Slate will be required to comply with all applicable Federal laws, Executive 
Orders, regulations, policies and guidance for the responsibilities il assumes.

■ The State’s delegation program will be audited, twice annually for the first two 
years, annually thereafter. The audits will be available for public comment.

■ The Secretary is required to submit an annual report to Congress on the pilot 
program.

■ The Secretary may terminate any state’s participation in the pilot program at any 
time for cause.
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S E N A T E  C O M M I T T E E  R E P O R T

F i r s t  C o m m i t t e e  o f  R e f e r r a l

Date of 5-Day Notice: ^ \ C/\ \  ________  DATE TURNED \ ,
(in accordance with Uniform Rule 23) IN TO OFFICE: ~? \ *3 | o

Transportation Committee considered SENATE BILL NO. 271

SB 271 AUTHORIZE HWY PROGRAM PARTICIPATION

"An Act authorizing the commissioner of transportation and public facilities to participate in certain federal 
highway programs and relating to that authorization; relating to powers of the attorney general to waive 
immunity from suit in federal court related to those programs; and providing for an effective date."

DATE: 2 /3 /0 6  FU R T H E R : (  F in a n ce  )

CS

CS

Committee

Committee

CS Senate Bill:
[ ] Same Title 
[ j New Title

SCS House Bill:
[ ] Same Title 
( ] Technical Title 

Change 
[ ] New Title w/ 

SCR #_____

and recommends:

( ] be rep laced w ith______

[ ] adopt p r e v io u s_______

[ ) attached amendment(s) 

[ ) adopt Letter of Intent by

[ ] further referral to ______

NEW FISCAL NOTE(S):
Department Date Fiscal Indet. Zero FN#

^ iL
' »- A i

[ ] A P P R O P R I A T I O N  - n o  f i s c a l  n o t e

PREVIOUS FISCAL NOTE(S):
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F r a n k  H. M u r k o w s k i  
Governor

p o Box 110001 JunOU. Alaska 9081 I OOOI (907) 465 3500 FAX (907) 465 3532 WWW GOV STATE AK USGOVERNORWGOV STATE AK US
S t a t e  o f  A l a s k a

o f f i c e  o f  t h e  G o v e r n o r  
J u n e a u

Februaiy  7, 2006

The Honorable Ben S tevens 
President of the Senate  
Alaska S ta te  Legislature 
S ta te  Capitol, Room 1 1 1 
J u n e a u ,  AK 99801-1 182

Dear President Stevens:

Under the au th o rity  of art. Ill, sec. 18, of the  Alaska Constitu tion , I am  
tra n sm itt in g  a bill th a t  would authorize the Alaska D epartm ent of T ransporta tion  
an d  Public Facilities to a s su m e  certain federal p rogram m atic  and  environm ental 
responsibilities a s  provided for by the United S ta te s  Congress  in the  Safe, 
Accountable, Flexible, Efficient T ransporta tion  Equity Act: A Legacy for Users 
(SAFETEA-LU). P.L. 109-59. A prerequisite  to a ssu m p tio n  of the du tie s  is th a t  the 
S tate  of Alaska agree to a waiver of im m unity  to sui* in federal court for those 
du tie s  specifically a s su m e d  from the United S ta te s  D epartm ent of T ransporta tion ,

U nder the recent SAFETEA-LU a m en d m en ts ,  the S tate  of Alaska is one of 
only five nam ed  s ta te s  with the opportunity  to partic ipa te  in a so-called pilot 
program  for a s su m p tio n  of du tie s  and  responsibilities u n d e r  23 U.S.C. 327 
(National Environm ental Policy Act of 1969). This bill p ro \id es  a un ique  
opportun ity  for the S ta te  of Alaska to have m ore direct involvement, an d  control, in 
the  p lann ing  an d  decis ion-m aking  process involved with m any  public projects.

I urge your p rom pt and  favorable action on th is  m easure .

Sincerelv yours.

Frank ii. Murkowski 
<iovcrnor

Em Insure

C O M M I T T E E  COPY







and recpmmends:

\ Y  be replaced with 

] adopt previous _
] attached amendment(s)

) adopt Letter of Intent by 

] further referral to ______

 ( J E u k L )

rr\\rJ-a^

Committee

Committee

CS Senate B'M:
| , ] Spme Title 
[ u t f t e w  Title

SCS House Bill:
[ ] Sarr.e Title 
f j Technical Title 

Change 
[ ] New Title w/ 

SCR #______
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[ ] APPROPRIATION - no fiscal note
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S E N A T E  F I N A N C E  C O M M I T T E E  R E P O R T

Finance Committee considered SENATE BILL NO. 272 

SB 272 MORTGAGE LENDING

REPORTED OUT

APR 1 8 2006

SENATE FINANCE COMMITTEE

i t S B  e x i

"An Act relating to mortgage lenders and persons who engage in activities relating to mortgage lending; and 
providing for an effective date."



F I S C A L  N O T E

REPORTED OUT

APR I  8 7006

SENATE FINANCE COMMITTEE
S T A T E  O F  A L A S K A

2006 L E G I S L A T I V E  S E S S IO N

Revision Dale/Time (Note if correction): 
Title M o r t g a g e  L e n d in g ___________

F i s c a l  N o t e  N u m b e r :  

Bill V e r s io n :

( 3 )  P u b l i s h  D a te :

D e p t .  A f fec ted :
' R D U

1
C S S B  2 7 2 (L & C )

4 / 5 / 0 6

C o m m e r c e
B a n k in g  & S e c u r i t i e s  ( 5 3 6 )

C o m p o n e n t  B a n k in g  & S e c u r i t i e s
S p o n s o r
R e q u e s t e r

W a g o n e r
L a b o r  & C o m m e r c e

Expenditures/Revenues

C o m p o n e n t  N o .  2 8 0 8

(Thousands of Dollars)
N o te :  A m o u n t s  d o  n o t  in c lu d e  infla tion u n l e s s  o t h e r w i s e  n o t e d  b e lo w .

O P E R A T I N G  E X P E N D I T U R E S FY 2 0 0 7 FY  2 0 0 8 FY 2 0 0 9 FY 2 0 1 0 F Y  2 0 1 1 FY 2 0 1 2

P e r s o n a l  S e r v i c e s 1 2 1 .1 121.1 121.1 121 .1 1 21 .1 1 21 .1

T ra v e l 1 5 .0 1 5 .0 1 5 .0 15 .0 1 5 .0 15 .0

C o n t r a c tu a l 5 8 .0 5 8 .0 5 8 .0 5 8 .0 5 8 .0 5 8 .0

S u p p l i e s 1 .5 1 .5 1 .5 1 .5 1 .5 1 .5

E q u ip m e n t 4 . 8 0 .0 0 .0 0 .0 O.f 0 .0

L a n d  & S t r u c tu r e s

G r a n t s  & C la im s

M i s c e l l a n e o u s

T O T A L  O P E R A T I N G 2 0 0 .4 1 9 5 .6 1 9 5 .6 1 9 5 .6 1 9 5 .6 1 9 5 .6

C A P I T A L  E X P E N D I T U R E S

C H A N G E  IN R E V E N U E S  ( 1 1 5 6 ) 2 5 9 .2 2 2 8 .4 3 4 8 . 5 3 4 8 .5 3 4 8 . 5 3 4 8 .5

F U N D  S O U R C E ( T h o u s a n d s  o f  D o l la r s )

1 0 0 2  F e d e r a l  R e c e i p t s

1 0 0 3  G F  M a tc h
1 0 0 4  G F

1005  G F / P r o g r a m  R e c e i p t s

1 0 3 7  G F / M e n t a l  H e a l th
R e c e i p t  S u p p o r t e d  S e r v i c e s  ( 1 1 5 6 ) 2 0 0 .4 1 9 5 .6 1 9 5 .6 1 9 5 .6 1 9 5 .6 1 9 5 .6

T O T A L 2 0 0 .4 1 9 5 .6 1 9 5 .6 1 9 5 .6 1 9 5 .6 1 9 5 .6

0.0E s t i m a t e  o f  a n y  c u r r e n t  y e a r  (F Y 2 0 0 6 )  c o s t :
M a r k  t h i s  b o x  (X) if f u n d i n g  f o r  t h i s  bi ll  i s  i n c l u d e d  in t h e  G o v e r n o r ’s  FY 2 0 0 7  b u d g e t  p r o p o s a l :

P O S I T I O N S

Full- t im e 2 2 2 2 2 2
P a r t - t im e

T e m p o r a r y

A N A L Y S IS :  (Attach a  separata poi/e tf necessary)

This legislation would require the licensing and regulation of people making and brokering mortgage loans 
to borrowers. The division estimates there are about 22,000 mortgage documents filed each year in 
Alaska. The division anticipates needing two additional staff to implement the provisions of this legislation, 
one Financial Institution Examiner I. and one Business Registration Examiner position. Travel funds would 
cover Ihe cost of 20 trips to conduct examinations of licensees. Contractual expenses include $25.0 for 
the Department of Law to draft and enforce orders resulting from investigations, ; ’d $33.0 to contract for 
the collection of the documentation filing fees.

P r e p a r e d  by. M a rk  D a v i s ,  D i r e c to r     P h o n e  9 0 7  2 6 9  8 1 4 4

Div is ion  B a n k in g  & S e c u r i t i e s  D a t e / T i m e  3 / 6 / 0 6  2 : 5 7  PM

A p p r o v e d  by. Will iam C. Noll, C o m m i s s i o n e r ______________________________________  D a t e  3 / 6 / 2 0 0 6

A g e n c y  C o m m e r c e ,  C o m m u n i t y ,  a n d  E c o n o m i c  D e v e l o p m e n t _____________

(Reviled 617,7001 OMtl)

COMMITTEE COPY
Page 1 of 2



FISCAL NOTE // 1

A N A L Y S I S  C O N T I N U A T I O N

STATE OF ALASKA BILL NO. CSSB272(L&C)

2006 LEGISLATIVE SESSION

Revenue: The division estimates this legislation would generate S259.2 in the first year due to the initial 
licensing of an estimated 112 establishments ($39.2 resulting from S250 per license and S100 
investigation fee per establishment, and the collection of $220.0 in document filing fees (22,000 
documents at $10 per document.)) In the second year, the division anticipates licensing 24 additional 
establishments for a total revenue amount of $228.4 which results from $220.0 in document filing fees and 
$8.4 in license fees.) In year 3 the division anticipates generating $3-18.5 ($126.0 results from the 
examination of 56 establishments at a cost of $2.25 per examination; $220.0 document filing fees; and 
$8.4 in new licensing fees for 7 new establishments.) Years 4 and 5 are expected to generate a similar 
amount of revenue.

Page 2 of 2



LEGAL SERVICES

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Slop 3101

D I V IS I O N  O F  L E G A L  A N D  R E S E A R C H  S E R V I C E S  
L E G I S L A T I V E  A F F A I R S  A G E N C Y  

S T A T E  O F  A L A S K A State Capitol 
Juneau, Alaska 99801-1182 

Deliveries lo: 129 6lh SI., Rm. 329

M E M O R A N D U M April 29, 2006

SUUJF : CSSB 272(FIN) relating to mortgage loan activities 
(Work Order No. 24-LS 1644\N)

TO:

FROM:

Senator Lyda Green 
Senator Gary Wilken
Co-Chairs of the Senate Finance Committee 
Attn: Robin

0 b
Theresa Bannister 
Legislative Counsel

This memo accompanies the bill described above.

Relationship to AS 34.80. It is possible that sec. 06.60.440(d), relating to trust accounts 
for mortgage lenders and mortgage brokers, may overlap and conflict slightly with 
AS 38.40, which establishes the rules for escrow transactions for residential real propcrl;,. 
If mortgage lenders or mortgage brokers ever act as settlement agents (as that term is 
defined in AS 38.40.090), you may want to add a provision to sec. 06.60.440 that 
indicates whether sec. 06.60.440(d) or AS 34.80 governs when both might apply.

Since this bill has passed out of your committee, please pass this information along to ihe 
appropriate person.

If I may be of further assistance, please advise.

TLB:lmb 
06-156.1 mb

Enclosure
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SENATE F INANCE & ] > O P  T  £ P
COMMITTEE m (  .
Amendment # ^  I
i o Bill Number.—*5 & ■■ 24-LS1644\U.I
Sponsor.— i;r~-C£.£L o-j--------- Bannister
Dsle.'^^l.o'xLogged by:_gJcl fJ  4/28/06

A M K N D M K N T

OFFERED IN THE SENATE

TO: CSSB 272(FIN), Draft Version "U"

Page 2. line 14:

Delete "Except for AS 06.60.400 - 06.60.440, this"

Insert "This"

Page 6, line 22:

Delete "a record of"

Page 6, line 23:

Delete "a conviction"

Insert "been convicted"

Page 6, line 26:

Delete "an act. an omission, o ra  practice"

Insert "committed an act, made an omission, or engaged in a practice"

Page 6. line 28, through page 7, line 1:

Delete all material and insert:

"(C) had the person's participation in the conduct of a business 

limited by an administrative act of a federal or slate agency, including the 

suspension of a license for engaging in an occupation; or

(I)) had a license for engaging m an occupation revoked or 

terminated for cause by a federal or state agency."

l  * 1 *



2 4 - L S 16 4 4 \U . 1

1 Page 8, following line 18:

2 Insert new subsections to read:

3 "(i) While a license is inactive under this section, the person holding the

4 inactive license shall continue to maintain records as required by AS 06.60.250 for the

5 business transactions of the person that occurred before the license became inactive.

6 (j) While a license is inactive under this section, the department may take

7 action against the license, the person holding the inactive license, or both under

8 AS 06.60.300 - 06.60.360 and 06.60.500 - 06.60.540 for noncompliance with this

9 chapter before the license became inactive or for noncompliance with this section

10 while the license is inactive.

11 (k) Except as otherwise provided in this section and by regulations adopted by

12 the department, the provisions of this chapter do not apply lo a person holding an

13 inactive license under this section."



S E N A T E  F I N A N C E  C O M M I  i . ' E E
L/ / 3 $  / 2 0 0 6

C O M M IT T E E  A C T IO N

Bill N um ber
A m endm ent #  \

Motion o  /X c io P 't  - . -
J

Motion by

Objection by
Rem oved

Second Objection by
Committee Member Y Vote N

Senator Stedman
Senator Bunde
Senator Dyson
Senator Hoffman
Senator Olson
Co-Chair Wilken
Co-Chair Green

Tally
Yea
Nay

Absent

MOTION A b o T  l £ l >



T H E

F O L L O W I N G

D O C U M E N T ( S )

A R E

P O O R

O R I G I N A L

C O P I E S



^ y v ^ £ /Y d r Y V 2 r r T

( c ^ c e f ^ l )  ^

Sec. 06.60.430. Certain refinancing prohibited, (a) A mortgage lender or a ^ — ~
26 mortgage broker may not refinance a mortgage loan as defined in 15 1 :.S.C. A.
I602(aa) within 12 months after the date !
27 the mortgage loan is originated by the lender or broker, unless the refinancing is in 
the
28 borrower's-best interest. !
29 (b) The factors to be considered when determining if a mortgage is in the
30 borrower's best-interest ma\ include, but are not limited to. whether
31 (1) the borrower's new monthly payment is lower than the total of all
01 monthly obligations being refinanced, after taking into account the costs and fees 
of
02 the refinancing;
03 (2) the amortization period of the new loan is different from the
04 amortization period of the loan being refinanced:
05 (3) the borrower receives cash in excess of the costs and Ices o f the
06 refinancing;
07 (4) the rate o f interest of the borrower's promissory note is reduced;
08 (5) the loan changes from an adjustable rate loan to a fixed rate loan
09 after taking into account costs and fees;
10 (6) the refinancing is necessary to respond to a bona fide personal need
11 or an order of a court of competent jurisdiction:
12 (7) the original term of the loan being refinanced is two years or less:
13 and
14 (8) the refinancing is being made to prevent a foreclosure on an
15 existing loan.
16 Sec. 06.60.440. Escrow accounts, (a) A mortgage lender and a borrower ma\ 
auree that the morlcace lender will morhiaee
+7—— biaker-shaffkeep in an escrow account all money that a- the borrower is required 
to pay to
18 defray future taxes or insurance premiums or for other law ful purposes. The 
escrow
19 account must be a trust account or another account that is segregated from the 
other
20 accounts of the mortgage lender rn-mortgngedwokct. I he mortgage lender and
24---- mortgage- bn Ter may not commingle the borrower's money w ith the general funds
of
22 the mortgage lender and mortgage broker.
23 (b) A mortgage lender unde mortgage broker may not require a borrower to
24 pay money into escrow to defray future taxes, to defray insurance premiums, or for
25 another purpose, in connection with a subordinate mortgage loan, unless an escrow
26 account for that pu •mse is not being maintained for the mortgage loan that is 
superior
27 to the subordinate mortgage loan.
28 (c) A mortgage lender or a mortgage broket who is holding money in escrow
29 for insurance premiums shall notify the insurer in writing within 30 days after the



r

30 billing address of the mortgage lender otwwrtgage^ wktn-changes, or 60 days 
before

31___ 34----- the renewal date o f the insurance policy, whichever is later.
(d) A moilnanc broker who .:eccpls funds bchnmine !>■ a borrower 
jrt connection with a morii»aee luan shall deposit all those funds into a 
trust fund account maintained hv the broker in a
h.mk or recpuni/ed depository in this state. The morte.me broker mav not comminele the 
borrower's mone\ with the ccnernl funds of the mortcacc broker.
All funds deposited b\ the broker in a trust fund account shall be maintained there until 

disbursed b\ the broker in accordance with instructions from the borrower.



S E N A T E  F I N A N C E  C O M M I T T E E
4- % % / 2 0 0 6  C O M M IT T E E  A C T IO N

Bill N um ber S 3
A m endm ent <ltZ-

Motion

Motion by

Objection by
Removed

Second Objection by
Committee Member Y Vote N

Senator Hoffman
Senator Olson
Senator Stedman
Senator Bunde
Senator Dyson
Co-Chair Wilken
Co-Chair Green

Tally
Yea
Nay

Absent

MOTION
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2 4 - L S 1644VN

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FOURTH LEGISLATURE - SECOND SESSION

BV TIIE SENATE FINANCE COMMITTEE

Offered:
R e fe rre d :

Sponsors): SENATOR WAGONER

C S  F O R  S E N A T E  B I L L  N O .  2 7 2 ( F I N )

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to mortgage lenders, mortgage brokers, state agents who collect 

program administration lees, and other persons who engage in activities relating to 

mortgage lending; relating to mortgage loan activities; relating lo lees lor recorded 

mortgage loan instruments; and providing for an effective date."

I
BE IT ENACTED BY THE LEGISLATURE OF THE S TATE OF ALASKA:

* Section 1. AS 06.01.050(3) is amended to read:

(3) "financial institution" means an institution subject to the regulation 

of the department under this title; in this paragraph, "institution" in ludcs a 

commercial bank, savings bank, credit union, premium finance company, small loan 

company, bank holding company, financial holding company, trust company, savings 

and loan association. lAND] deferred deposit advance licensee under AS 06.50. 

mojHgage lender under AS 06.60. and mnrlunRc broker under AS 06.60;

* See. 2. AS 06 is amended by adding a new chapter to read:

Chapter 60. Mortgage Lending.

-1- CSSIt 272(FIN)
E\'w Tttxz U n d e r l i n e d  I DELETED ’.'EXT BRACKETED]


