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IN  T H E  L E G I S L A T U R E  OF 'JHE S T A T E  O F  A L A S K A  

F O U R T E E N T H  I;EGISLATURF. - F I R S T  S E S S I O N  

A  B I L L

" A n  A c t  r e l a t i n g  to m u n i c i p a l  d e f a u l t  o n  b o n d e d  i n­

de b t e d n e s s ;  e s t a b l i s h i n g  t he M u n i c i p a l  F i n a n c i a l  

E m e r g e n c y  C o m m i s s i o n ;  a n d  p r o v i d i n g  f or a n  e f f e c t i v e  

d a t e ."

10 B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF  T H E  S T A T E  OF ALASKA:

11 * S e c t i o n  1. L E G I S L A T I V E  FI N D I N G S .  T h e  l e g i s l a t u r e  finds that

12 (1) w h i l e  the p o w e r  of  m u n i c i p a l i t i e s  to c o n t r a c t  deb t  f o r  capita]

13 i m p r o v e m e n t s  is g r a n t e d  by  the A l a s k a  C o n s t i t u t i o n ,  r e v e n u e s  t h a t  m a y  be 

1A r a i s e d  to r e p a y  the deb t  are l i m i t e d  by the e x t e n t  to w h i c h  the s t a t e  has

15 d e l e g a t e d  t a x i n g  a u t h o r i t y  to the m u n i c i p a l i t i e s  u n d e r  art. X, sec. 2 of

16 the A l a s k a  C o n s t i t u t i o n ;

17 (2) the s t a t e  has a s t r o n g  i n t e r e s t  in d e b t  i s s u a n c e  by  m u n i c i p a l i -

18 ties b e c a u s e  of the i m p a c t  on s t a t e  r e v e n u e  as a r e sult of m u n i c i p a l  as-

19 s e s s m e n t  to r e p a y  debt a nd b e c a u s e  of the effe c t  on  the m a r k e t a b i l i t y  of

20 b o n d s  i s s u e d  by the s t a t e  a nd its a g e n c i e s ,  by p u b l i c  c o r p o r a t i o n s  of the

21 state, by o t h e r  m u n i c i p a l i t i e s ,  and by the A l a s k a  M u n i c i p a l  B o n d  B a n k  Au-

22 thority;

23 (3) b o nds i s s u e d  by  m u n i c i p a l i t i e s  are not legal o b l i g a t i o n s  of  the

2A state, n o r  are the b o n d s  s u p p o r t e d  by the m o r a l  o b l i g a t i o n  of the state;

25 a nd

26 (A) it is in the p u b l i c  i n t e r e s t ,  a nd is d e c l a r e d  to be  a p u b l i c

27 p u r p o s e ,  to p r o m o t e  the p r o s p e r i t y  a nd g e n e r a l  w e l f a r e  of a ll th e  p e o p l e  of

28 the s t a t e  by a s s i s t i n g  in the d e v e l o p m e n t  and i m p l e m e n t a t i o n  of r e f i n a n c i n g

29 p l a n s  for m u n i c i p a l i t i e s  that h a v e  d e f a u l t e d  on o u t s t a n d i n g  debt.
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1. * Sec. 2. A S  2 9 . 5 8  is a m e n d e d  by a u d i n g  n e w  s e c t i o n s  to read:

2 A R T I C L E  7. D E F A U L T  ON  B O N D E D  I N D E B T E D N E S S „

3 Sec. 29.58.400. M U N I C I P A L  F I N A N C I A L  E M E R G E N C Y  C O M M I S S I O N .  (a)

4 T h e  M u n i c i p a l  F i n a n c i a l  E m e r g e n c y  C o m m i s s i o n  is e s t a b l i s h e d  in  th'4I ̂
D e p a r t m e n t  of C o m m u n i t y  a n d  R e g i o n a l  Af :rs.

6 (b) T he m e m b e r s  of the c o m m i s s i o n  j.st of the c o m m i s s i o n e r  of

7 the D e p a r t m e n t  of C o m m u n i t y  a nd R e g i o n a l  A f f a i r s ,  the c o m m i s s i o n e r  of

8 the D e p a r t m e n t  of R e v e n u e ,  a nd the c o m m i s s i o n e r  of  the D e p a r t m e n t  of

9 A d m i n i s t r a t i o n .  M e m b e r s  of  the c o m m i s s i o n  m a y  a p p o i n t  a d e s i g n e e  to

10 s e r v e  on  the com m i s s i o n .

11 (c) T h e  c o m m i s s i o n e r  of the D e p a r t m e n t  of C o m m u n i t y  a n d  R e g i o n a l

12 A f f a i r s  s h all c h a i r  the c o m m i s s f j n .  A  q u o r u m  of the c o m m i s s i o n  con-

13 sists of two membe r s .

14 (d) T he c o m m i s s i o n  m a y  e m p l o y  s t a f f  as is n e c e s s a r y  to accom-

15 p l i s h  the p u r p o s e s  of  the c o m m i s s i o n .

16 Sec. 29 . 5 8 . 4 1 0 .  D U T I E S  A N D  P O W E R S  OF_ T H E  C O M M I S S I O N .  (a) U p o n

17 r e c e i p t  of a w r i t t e n  n o t i c e  of a d e f a u l t  by a m u n i c i p a l i t y ,  as p r o v i d -

18 ed in AS  2 9 . 5 8 . 4 2 0 ,  the M u n i c i p a l  F i n a n c i a l  E m e r g e n c y  C o m m i s s i o n  m a y

19 (1) i n v e s t i g a t e  the d e f a u l t i n g  m u n i c i p a l i t y ' s  f i s c a l  af-

20 fairs, c o n s u l t  w i t h  the a s s e m b l y  o r  c o u n c i l  of the d e f a u l t i n g  m u n i c i -

21 p a l i t y ,  a nd n e g o t i a t e  w i t h  c r e d i t o r s  in o r d e r  to a s s i s t  the m u n i c i p a l -

22 ity in d e v e l o p i n g  a p l a n  f or s a t i s f a c t i o n  of the o u t s t a n d i n g  debt;

(2) d i r e c t  a s t a t e  a g e n c y  h o l d i n g  m o n e y  o n  b e h a l f  of or

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

Jv 25 c o m m i s s i o n  for paymen-. to c r e d i t o r s ,  or  to the d e f a u l t i n g  m u n i c i p a l i t y

26 for d i s p o s i t i o n  as r e q u i r e d  u n d e r  an a d o p t e d  plan;

27 (3) d e t e r m i n e  w h e t h e r  a p r o p o s e d  p l a n  is f a i r  a nd e q u i t a b l e

28 and w i t h i n  the a b i l i t y  of the d e f a u l t i n g  m u n i c i p a l i t y  to m e et, and, if

29 so, e n t e r  an o r d e r  f i n d i n g  that it is fair, e q u i t a b l e ,  a nd w i t h i n  the
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1 a b i l i t y  of the m u n i c i p a l i t y  to m e et;

2 (/») a d v i s e  th e  d e t a u l t i n g  m u n i c i p a l i t y  to tak e  the n e c e s -

3 s a r y  s t eps to i m p l e m e n t  the plan;

4 (5) o r d e r  the d e f a u l t i n g  m u n i c i p a l i t y  to t ake t he n e c e s s a r y

5 s t e p s  to i m p l e m e n t  t h^ p l a n  if the m u n i c i p a l i t y  fails to i m p l e m e n t  the

6 p l a n  w i t h i n  30 d a y s  a f t e r  r e c e i v i n g  the a d v i c e  of t he c o m m i s s i o n  to

7 i m p l e m e n t  t h e  p l a n ;  . ---------------------------------------------------------------------------- /

8 (6) r e q u i r e  p e r i o d i c  r e p o r t s ' o n  the d e f a u l t i n g  m u n i c i p a l i -  *̂_A

9 t y ’s f i n a n c i a l  a f f a i r s  d u r i n g  t he p e r i o d  in w h i c h  the p l a n  is i m p l e -

10 m e n t e d ;

11 (7) a p p r o v e  o r  r e j e c t  the d e f a u l t i n g  m u n i c i p a l i t y’s a n n u a l

12 fc.idget o r d i n a n c e  d u r i n g  the p e r i o d  in w h i c h  the p l a n  is i m p l e m e n t e d ;

13 (8) a p p r o v e  o r  r e j e c t  the i s s u a n c e  of a d d i t i o n a l  b o nds,

14 n o tes, or o t h e r  d e bt, w h e t h e r  s h ort- or lo n g - t e r m ,  d u r i n g  the p e r i o d

15 in w h i c h  the p l a n  is i m p l e m e n t e d ;

16 (9) i m p o u n d  the b o o k s  a nd r e c o r d s  of a d e f a u l t i n g  m u n i c i -

17 p a l i t y  a nd a s s u m e  full c o n t r o l  of its f i n a n c i a l  a f f airs, i n c l u d i n g  the

18 l e v y i n g  of taxe.,, e x p e n d i t u r e  of uioney, a n d  a d o p t i o n  of b u d g e t s ,  if

19 the m u n i c i p a l i t y  f a i l s  to i m p l e m e n t  a plan, or if, in the o p i n i o n  of

20 the c o m m i s s i o n ,  the d e f a u l t i n g  m u n i c i p a l i t y  w i l l  d e f a u l t  on  a f u t u r e

21 d e b t  s e r v i c e  p a y m e n t  u n d e r  the p l a n  if the f i n a n c i a l  p o l i c i e s  an d

22 p r a c t i c e s  of the m u n i c i p a l i t y  ar e  not i m p r oved; and

23 (10) o r d e r  a d e f a u l t i n g  m u n i c i p a l i t y  to pa y  for the cost of

24 d e v e l o p i n g  a nd i m p l e m e n t i n g  a plan.

25 (b) T he p o w e r  a nd a u t h o r i t y  g r a n t e d  to the c o m m i s s i o n  c o n t i n u e s ,

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

27 s a t i s f i e d  that the d e f a u l t i n g  m u n i c i p a l i t y  has p e r f o r m e d  or w i l l

28 p e r f o r m  the d u t i e s  r e q u i r e d  of it in the plan, a nd u n t i l  a g r e e m e n t s

29 m a d e  w i t h  the d e f a u l t i n g  m u n i c i p a l i t y ' s  c r e d i t o r s  h a v e  b e e n  p e r f o r m e d
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1 in a c c o r d a n c e  w i t h  the plan.

2 (c) T h e  c o m m i s s i o n  is a u t h o r i z e d  to ;ake all a c t i o n s  n e c e s s a r y

3 to a c c o m p l i s h  the p u r p o s e s  of A S  2 9 . 5 8 . 4 0 0  -- 2 9 . 5 8 . 4 9 0 ,  i n c l u d i n g ,

4 but not r e s t r i c t e d  to, the a u t h o r i t y  to i s j u e  s u b p o e n a s  nee. ' for

5 the p r o d u c t i o n  of d o c u m e n t s  and the a u t h o r i t y  to i s sue order-

6 s u p e r i r r  court may, u p o n  a p p l i c a t i o n  of the c o m m i s s i o n ,  c o m p e l  obedi-

7 e n c e  w i t h  a s u b p o e n a  o r  o r d e r  i s s u e d  by  the c o m m i s s i o n .

8 Sec. 2 9 . 5 8 . 4 2 0 .  N O T I C E  OF D E F A U L T .  (a) A  m u n i c i p a l i t y  s h a l l

9 g i v e  n o t i c e  of d e f a u l t  to the c o m m i s s i o n e r  o f  c o m m u n i t y  a nd r e g i o n a l

10 a f f a i r s  w i t h i n  10 c a l e n d a r  jays a f t e r  a c t u a l  k n o w l e d g e  of the d e f a u l t .

11 (b) A  c r e d i t o r  m a y  g i v e  n o t i c e  to the c o m m i s s i o n e r  of r.ommunity

12 a n d  r e g i o n a l  a f f a i r s  a ny tim e  a f t e r  a d e f a u l t  b y  a m u n i c i p a l i t y .

13 (c) A  m u n i c i p a l i t y  ma> r e q u e s t  the a s s i s t a n c e  of the c o m m i s s i o n

14 at any time b e f o r e  d e f a u l t  if, i n  the j u d g m e n t  of the m u n i c i p a l i t y ,

15 a s s i s t a n c e  f r o m  t he c o m m i s s i o n  w i l l  a s s i s t  the m u n i c i p a l i t y  in r e l i e v -

16 i ng f i n a n c i a l  d i s t r e s s .

17 Sec. 2 9 . 5 8 . 4 3 0 .  A C T I O N  U P O N  R E C E I V I N G  N O T I C E  OF  D E F A U L T .  Th e

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

19 of the c o m m i s s i o n  w i t h i n  15 d a y s  a f t e r  the r e c e i p t  of a n o t i c e  of de-

20 fault, or of a r e q u e s t  f or a s s i s t a n c e ,  u n d e r  AS  2 9 . 5 8 . 4 2 0 .  T he de-

21 f a u l t i n g  m u n i c i p a l i t y  m u s t  be g i v e n  n o t i c e  of the m e e t i n g ,  a n d  s h all

22 s e n d  an a u t h o r i z e d  r e p r e s e n t a t i v e  to the m e e t i n g  to r e p r e s e n t  the

23 d e f a u l t i n g  m u n i c i p a l i t y  d u r i n g  t he d e v e l o p m e n t  of a p l a n  u n d e r  AS 29.-

24 58.410.

25 Sec. 2 9 . 5 8 . 4 4 0 .  S T A Y  OF C O U R T  P R O C E E D I N G .  (a) A  p r o c e e d i n g

26 i n i t i a t e d  in court by a c r e d i t o r  m u s t  be s t a y e d  u n t i l  90 day s  a f t e r

27 the first m e e t i n g  of the c o m m i s s i o n  f o l l o w i n g  the r e c e i p t  of  the no-

23 tic e  of d e f a u l t  by  the c o m m i s s i o n e r  of c o m m u n i t y  a n d  r e g i o n a l  affai r s .

29 (b) T h e  c o urt m a y  g r a n t  o ne o r  m o r e  3 0 - d a y  e x t e n s i o n s  of the

•>
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1 stay, at the r e q u e s t  of  the c o m m i s s i o n ,  u n l e s s  the c o u r t  finds that

2 the d e f a u l t i n g  m u n i c i p a l i t y  o r  the c o m m i s s i o n  h a s  no t  m a d e  a g o o d
•

3 f a i t h  e f f o r t  to n e g o t i a t e  a p l a n  u n d e r  AS  2 9 . 5 8 . 4 1 0 .

4 Sec. 2 9 . 5 8 . 4 5 0 .  B A N K R U P T C Y  P E T I T I O N .  A S  2 9 . 5 8 . 4 0 0  -- 2 9 . 5 8 . 4 9 0

5 do not limit or o t h e r w i s e  a f f e c t  the a u t h o r i t y  of  a m u n i c i p a l i t y  to

6 fil e  a p e t i t i o n  in  b a n k r u p t c y  u n d e r  11 U . S . C .  secs. 9 01 -- 946.

7 Sec. 2 9 . 5 8 . 4 6 0 .  P E N A L T Y .  A  m u n i c i p a l  o f f i c i a l ,  e m p l o y e e ,  or

8 a g e n t  w h o  k n o w i n g l y  v i o l a t e s  a p r o v i s i o n  of a p l a n  d e v e l o p e d  u n d e r

9 A S  2 9 . 5 8 . 4 1 0  is g u i l t y  of  a c l ass C felony.

10 Sec. 2 9 . 5 8 . 4 9 0 .  D E F I N I T I O N S .  In  A S  2 9 . 5 8 . 4 0 0  -- 2 9 . 5 8 . 4 9 0 ,

11 (1) " c o m m i s s i o n "  m e a n s  th e  M u n i c i p a l  F i n a n c i a l  E m e r g e n c y

12 C o m m i s s i o n ;

!•
13 (2) " c r e d i t o r "  rowans a p e r s o n  h a v i n g  s t a n d i n g  to b r i n g  an

14 a c t i o n  f or d e f a u l t  o n  o u t s t a n d i n g  d ebt a g a i n s t  the d e f a u l t i n g  m u n i c i­

15 p a l i t y  ;

16 (3) " d e f a u l t "  m e a n s  the f a i l u r e  by  a m u n i c i p a l i t y  to p a y  an

17 i n s t a l l m e n t  of  p r i n c i p a l  or i n t e r e s t  on  its o u t s t a n d i n g  debt, o n  or

1

r
18 b e f o r e  the d u e  date;

W 19 (4) " d e f a u l t i n g  m u n i c i p a l i t y "  m e a n s  a m u n i c i p a l i t y  that has

r 20 d e f a u l t e d ,  o r  w h i c h  c o n t i n u e s  to be s u b j e c t  to the j u r i s d i c t i o n  of  the

21 c o m m i s s i o n  a f t e r  the i m p l e m e n t a t i o n  of a p l a n  u n d e r  A S  2 9 . 5 8 . 4 1 0 ;

P' 22 (5) " o u t s t a n d i n g  d e b t "  m e a n s  r e v e n u e  a n t i c i p a t i o n  notes,

23 b o n d  a n t i c i p a t i o n  n o tes, g e n e r a l  o b l i g a t i o n  b o n d s ,  r e v e n u e  bond s ,  or

24 r e f u n d i n g  b o n d s  i s s u e d  u n d e r  this chapter.

25 * Sec. 3. Thi s  Ac t  t a kes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  A S  01.-

26 1 0 . 0 70(c).

#
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F e b r u a r y  1986

D E B T  M A N A G E M E N T  P L A N  

G o v e r n o r  B i l l  S h e f f i e l d

T h r o u g h  c a r e f u l  m a n a g e m e n t ,  t h e  S t a t e  o f  A l a s k a  h a s  m a i n t a i n e d  

t h e  b e s t  c r e d i t  r a t i n g  w e ' v e  e v e r  h a d .  T!v A A  r a t i n g ,  i n  t u r n ,  

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

m e n t  g r a d e  r a t i n g s  a s  w e l l .  T h i s  g o o d  cred.- r a t i n g  t r a n s l a t e s  

i n t o  l o w e r  p r o p e r t y  t a x e s  f o r  A l a s k a n s .

W i t h  d r o p p i n g  w o r l d  o i l  p r i c e s ,  h o w e v e r ,  A l a s k a ' s  a n n u a l  d e b t  

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

So, I h a v e  a s k e d  t h e  1 4 t h  A l a s k a  L e g i s l a t u r e  to a p p r o v e  a p a c k a g e  

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

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

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

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

c f  A l a s k a .  I e n c o u r a g e  y o u  to r e a d  t h e  e n c l o s e d  i n f o r m a t i o n .

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

A l a s k a  L e g i s l a t u r e  v/ill k e e p  t h e  c o m m i t m e n t s  v o t e r s  h a v e  m a d e  to 

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

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

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

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

r a t i n g .

- 1 -



D E B T  M A N A G E M E N T  P L A N

A n  O v e r v i e w

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

i s s u e r s  i n  A l a s k a  c o u l d  b e  in j e o p a r d y .  R i g h t  n o w  t h e  S t a t e  h a s  

a n  £ A  r a t i n g ,  the h i g h e s t  i t ' s  e v e r  h a d ,  a n d  a l l  i s s u e r s  w i t h i n  

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

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

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

c a n n o t  c o n t r o l  t h e  p r i c e  o f  oi l .  W h a t  w e  c a n  a n d  m u s t  c o n t r o l  is 

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

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

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

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

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

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

t h e  f i r s t  t i m e .  It a s s u r e s  t h a t  a l l  S t a t e - s u p p o r u e d  d e b t ,  w h i c h  

is a n y  d e b t  p a i d  f r o m  t h e  S t a t e  g e n e r a l  fun d ,  is s u b j e c t  to t h e  

c o n t r o l  c f  t h e  S t a t e  B o n d  C o m m i t t e e .  It is t h i s  t o t a l  o f  S t a t e  

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

t h e  S t a t e ' s  c r e d i t  r a t i n g .

/
T h e  f i r s t  b i l l ,  H o u s e  Bil] 253, p r o v i d e s  f o r  o r d e r l y  f i n a n c i a l  

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

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

p u b l i c  d e b t  in A l a s k a  a n d  c r e d i t o r s .

H o u s e  B i l l  519 p r o v i d e s  f o r  t h e  l e a s e  f i n a n c i n g  o f  p u b l i c  

b u i l d i n g s  t h r o u g h  t h e  A l a s k a  S t a t e  H o u s i n g  A u t h o r i t y ,  a c t i n g  as
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t h e  A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y .  T h e  b i l l  g i v e s  t h e  S t a t e  

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

o f  the U n i v e r s i t y  o f  A l a s k a .

H o u s e  B i l l  520 g i v e s  t h e  S t a t e  B o n d  C o m m i t t e e  c o n t r o l  o v e r  t h e  

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

r e i m b u r s e d  b y  t h e  S t a t e .  T h e  i n v e s t m e n t  c o m m u n i t y  n e e d s  to see 

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

T h e  f o u r t h  b i l l ,  H o u s e  B i l l  521 p l a c e s  a l i m i t  o n  the i s s u a n c e  of 

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

s o m e  m u n i c i p a l i t i e s  in A l a s k a  w i l l  h a v e  s o m e  o f  t h e  h i g h e s t  d e b t  

r a t i o s  in t h e  U n i t e d  S t a t e s .  T h i s  l e g i s l a t i o n  d o e s  n o t  l i m i t  the 

a b i l i t y  t o  i s s u e  r e v e n u e  b o n d s .

A s  b a c k g r o u n d ,  A l a s k a ' s  c o m b i n e d  d e b t  (State, m u n i c i p a l  a n d  

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

w a s  $ 2 . 9  b i l l i o n  as o f  J u n e  30, 1985. T h a t  a m o u n t s  t o  a b o u t  

$ 5 , 5 0 0  p e r  A l a s k a n .  W h e n  t h e  a m o u n t  o f  G . O .  B o n d  d e b t  f o r  

v e t e r a n s '  h o u s i n g  is i n c l u d e d  in t h e  t o t a l ,  A l a s k a ' s  p e r  c a p i t a  

d e b t  l o a d  is $ 7 , 0 0 0 .
•• r

T h a t  d e b t  is m a n a g e a b l e ,  b u t  it t a k e s  p l a n n i n g .  T h e  S t a t e  o f  

A l a s k a  h a s  n o t  h a d  a b o n d  a u t h o r i z a t i o n  s i n c e  1980. Y e t ,  t h e  p e r  

c a p i t a  i n t e r e s t  o n  t h e  S t a t e ' s  g e n e r a l  o b l i g a t i o n  b o n d  d e b t  is 2C 

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

f i v e  p e r c e n t  o f  u n r e s t r i c t e d  r e v e n u e s ,  b u t  t h a t  r a t i o \ i s  a b o u t  10 

p e r c e n t  n o w  a n d  c o u l d  c l i m b  to 16 p e r c e n t  b y  f i s c a l  y e a r  1989.

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

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

o i l  ar.d g a s  p r o d u c t i o n .  A t  t h e  s a m e  t i m e ,  A l a s k a  v o t e r s  h a v e  

a u t h o r i z e d  n e w  d e b t s ,  i n c l u d i n g  $ 3 2 5 . 0  m i l l i o n  in s c h o o l  

c o n s t r u c t i o n  b o n d s  so f a r  in f i s c a l  y e a r  1 9 8 5  a l o n e .  T h a t  

t r a n s l a t e s  i n t o  a p o s s i b l e  30 p e r c e n t  i n c r e a s e  in S t a t e
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D E P A R T M E N T O F  COIl'liir|T'r/ A N D  R E G I O N A L  A F F A I R S

seven pe:.:ent cap PERCENT CURRENT

FULL G. 0. 71 OF OF G.O. PERCENT

Borough VALUE DEBT FULL VALUE DEBT/CAP DEBT

Anchorage 115,755,411,000.00 $358,799,900.00 tl, 102,876,770.00 32.531 2.291

Bristoi Bay $101,798,800.00 $3,535,000.00 $7,123,916.00 49.611 3.471

Fairbanks $4,210,997,700.00 $90,928,500.00 $294,769,839.00 30.851 2.161

Haines • $93,945,500.00 $1,300,000.00 $6,576, 185.00 19.771 1.391

Juneau $1,613,288,900.00 $47,651,000.00 - $112,937,223.00 42.191 2.951

Konai Peninsula $3,290,219,200.00 $137,919,000.00 $230,315,344.00 59.891 4.191

Ketchikan Gateway $675,985,100.00 $31,930,000.00 $47,318,957.00 67.481 4.721

Kodiak $572,370,700.00 $28,270,000.00 $40,065,949.00 70.561 4.941

Hat-5u $2,367,406,200.00 $112,209,000.00 $165,718,434.00 67.711 4./4X

North Slcoe $12,876,786,900.00 $1,155,680,000.00 $901,375,083.00 128.211 e.972

Sitka $396,227,900.00 $12,400,000.00 $27,735,953.00 44.711 3.131

Total Boroughs $41,954,537,900.00 $1,980,631,400.00 $2,936,817,653.00 67.441 4.721

CITIES

Bethel $132,296,900.00 $556,500.00 $12,760,783.00 4.361 0.311

Cordoya $120,673,000.00 $0.00 $8,447,110.00 0.001 0.001

Craig $34,707,400.00 $0.00 $2,429,518.00 0.001 O.OOl

Delta Junction $30,870,500 to $2,160,935.00 0.001 0.001

Dillinghas $94,669,900.00 $0.00 $6,626,893.00 0.001 0.001

Eagle $9,104,500.00 $0.00 $637,315.00 0.001 0.001

6alena $19,149,500.00 $900,000.00 $1,340,465.00 67.141 4.701

Hocnah $27,845,200.00 $0.00 $1,949,164.00 0.001 0.001

Hydaburg $12,6S8,900.00 $0.00 $893,223.00 0.001 0.001

Kake $11,608,000.00 $0.00’ $812,560.00 0.001 0.001

King Cove $23,230,800.00 $0.00 $1,626,156.00*' 0.001 0.C01

Klawcck $5,563,000.00 $0.00 $389,410.00 0.001 0.001

Kotzebue $93,245,100.00 $0.00 $6,527,157.00 0.001 0.001

Nenana $12,881,500.00 $2,717,..0.00 $901,705.00 301.351 21.091

Nose ♦116,712.900.00 $2,161,200.00 $8,169,903.00 26.451 1.851

Pejican $10,155,400.00 $0.00 $710,878.00 0.001 ' 0.001

Petersburg $161,219,300.00 $6, 195,000.00 $11,285,351.00 54.891 3.847.

Sand Point $71,086,800.00 $0.00 $4,976,076.00 0.001 0.001

Skagway $56,447,100.00 $820,000.00 $4,091,297.00 20.041 1.401

St. Mary's $4,239,400.09 $0.00 $296,758.00 0.001 0.001

Tanana $11,195,400.00 $0.00 $783,678.00 0.001 0.001

Unalakleet $19,714,500 $0 $1,380,015.00 0.001 0.001

Unalaska $105,309,400.00 $3,299,000.00 $7,371,658.00 44.751 3.131

Valdez $1,740,431,900.00 $75,333,000.00 $121,830,233.00 62.241 4.361

Whittier $19,419,200.00 $0.00 $1,359,344.00 0.001 0.001

Wrangell $111,757,000.00 $10,750,000.00 $7,922,990.00 137.421 9.621

Yakutat $17,679,400.00 $235,200.00 $1,237,558.00 19.011 1.331

TOTAL CITIES $3,125,901,900.00 $103,467,200.00 $218,813,133.00 47.291 3.311

STATE $48,915,237,900.00 $816,100,000.00 $3,424,066,653.00 23.831 1.671

Total Boroughs $41,954,537,900.00 $1,9B0,631,400.00 $2,936,817,653.00 67.441 4.721



A m e n d m e n t  to 
H B  293

P a g e  1, l i n e s  23 - 25:

d e l e t e  s u b s e c t i o n  3 a n d  r e l a b e l  s u b s e c t i o n  4 as 
s u b s e c t i o n  3

P a g e  5, a f t e r  l i n e  9: i n s e r t

S e c .  2 9 . 5 8 . 4 7 0 .  B O N D S  N O T  S T A T E  O B L I G A T I O N S .  B o n d s  
i s s u e d  b y  m u n i c i p a l i t i e s  a r e  n o t  l e g a l  or m o r a l  
o b l i g a t i o n s  of t h e  s t a t e .



LEHMAN 
•BROTHERS

An American Express company 

jgjgjl

Shearson Lehman Brothers Inc.
Foster & Marshall Inc.
The RobinsonHumphrey Company, Inc.

Credit Survey 
Of State Genera! 
Obligation Debt

1985



ALASKA

Moody's: Aa SLB: Mid AA 
Trend: Stable

S & P: AA-

The S ta te, which re lies on oil taxes  and roya lt ies  for close to S;>% of its revenues, was hu r t 
in 1984 as oil prices remained weak. Revenues in the General Fund dec reased  2.2%, with 
expend itu res  also declining, a t  a ra te  of 11.9%. The Genera l Fund balance Fell, a lbe it 
modestly, to a level of $2.09 billion. Every $1 decrease  in the price of a ba rre l of oil 
t ra n s la te s  into a loss o f revenues of app rox im ate ly  $150 million, which has placed the S ta te  
under a g rea t  dea l of revenue pressure . Some oil ana lys ts  a re  cu rren t ly  pro jec ting a  price 
for oil below $20 a ba rre l within the nex t few years. Oil and gas production taxes, the single 
largest revenue source, fell 6.8% in 1984.

With an economy dependent on oil and gas, revenue pro jec tions have 1 sharply reduced 
for the 1985 fiscal year. What the S ta te  has in its favor is a huge Genr .a l Fund balance and 
the Alaska Perm anen t Fund, which cu rren t ly  has a principal ba lance of over $6 billion. The 
Perm anen t FunJ serves as a consti tu t iona lly  es tab lished "savings accoun t" .  F ifty pe rcen t o f 
the income gen e ra ted  by the Perm anen t Fund is t ran s fe rred  to the Genera l Fund. Debt 
ra tios a re  ex trem e ly  high, with S ta te  unemployment also on the high side. Alaswa does, 
however, possess very high wealth levt Is and a rapidly expanding population base. While the 
situa tion in term s of oil re la ted  revenues is d e te r io ra tin g  a t  a fa s t pace, the ab il i ty  to  
con tro l expenses, large fund cushions, and as ye t un tapped tax  sources (i.e. sales and 
personal income taxes) provide adequa te  securi ty  for the State's deb t, a lthough the situa tion 
bea rs  watch ing.

Population (1983): 510,550
% change 1980-1984: +22.9%

Employment Distribution
Manufacturing: 6.7%
Wholesale and Reta il Trade: 17.9%
Service Industries: 17.2%
Government: 32.2%

Unemployment (1984): 10.6%
5 year ave rage : 9.96%

Wealth S ta t is t ic s
Per c ap ita  income: $17,194 
% change i 980-1984: +32.2%
Families below poverty  level: 8.6%

General Fund (G.F.) Balance
1981 $ 2,187,100,000
1982 $ 2,334,300,000
1983 $ 2,154,700,000
1984 $ 2,091,285,000

1984 G.F. Balance as % of G.F. revenues: 54.1%

Debt Ratios
Outstanding
(000,000) Per C ap ita  Personal Income

% o f %  of Full 
Market Value

G.O. + Special Oblig. 1085.1 $ 2,125 13.1% 2.7%



Original sponsor: R ules/Governor

B Y  THE C O M M UNITY AND R E G I O N A L  
IN THE H O U S E  A F F A I R S  COMMITTEE

CS F O R  HOUSE BIL L NO. 293 (C&RA)

IN THE LEG ISL A T U R E  O F  THE STATE O F  A L A S K A  

F O U R T E E N T H  LEGISL A T U R E  - SECOND SESSION

A  BILL

For an Act entitled: "An Act r e l a t i n g  to m u n i c i p a l  default on b o n d e d  i n­

debtedness j e s t a b l i s h i n g  the M u n i c i p a l  F i n a nci al 

Emergency Commission} and p r o v i d i n g  for an effective 

date."

BE IT E N ACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1. L E GISLA TIVE FINDINGS. The l egisl ature finds that

(1) while the p o wer of m u n i c i p a l i t i e s  to contract debc for capital 

improvements is granted by the A l a s k a  Constitution, revenue that m a y  be 

r aised to repay the debt are limited by the extent to w h i c h  the state has

delega ted taxing authority to the m u n i c i p a l i t i e s  u n d e r  art. X, sec. 2 of

the A l a s k a  Constitution}

(2) the state has a strong interest in debt issuance by m u n i c i p a l i­

ties becaus e of the impact on state r e venue as a resu lt of m u n i c i p a l  a s­

sessment to r epay debt and because  of the e f f e c t  o n  the m a r k e t a b i l i t y  of 

bonds issued by the state and its agencies, b y  p u b l i c  corporations of the 

state, by other municipalities, a n d  b y  the A l a s k a  M u n i c i p a l  Bond Ban k A u­

thority }

(3) bonis issued b y  m u n i cipali ties are n o t  legal obligations of the

state, nor are the bonds supported by the m o r a l  obliga tion of the statej

and

(4) it is in the public interest, a nd is d e c l a r e d  to be & pu blic 

purpose, to promot e the p r o s p e r i t y  and general w e l f a r e  of all the p eople of 

the state by ass isting in the d e velopment a n d  imple m e n t a t i o n  of r efina n c i n g

-1- ... CSHB 293 (C&RA)
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plans for munici palities that have defaulte d on o utstand ing deb

* Sec. 2. A S  29.10.200 is a m ended  b y  adding a n e w  paragraph to read:

(47) A S  29.47.500 - 29.47.590 (default on bonded i n d e b t e d­

ness)

* Sec. 3. A S  29.47 is amended b y  a dding n e w  sections to read:

A R T I C L E  7. DEFAULT O N  B O N D E D  INDEBTEDNESS.

Sec. 29.47.500. M U N I C I P A L  F I N A N C I A L  E M E R G E N C Y  COMMISSION. (a) 

The M u n i c i p a l  Financial E m e r g e n c y  C ommission is established in the 

D e p a r t m e n t  of Community and R e g i o n a l  Affairs.

: \ j The members of the c o m m i s s i o n  consist of the commis s i o n e r  of 

community and r e g i onal affairs, the c o mmission er of revenue, and the 

c ommis s i o n e r  of administration. M e mb ers of the commission m a y  appoint 

designees to serve on the commission.

(c) The commissioner o f  commu n i t y  and regional affairs  shall 

chair the commission. A  q u o r u m  of the commissio n consists of two 

m e m b e r s .

(d) The commission m a y  e mploy staff as is necessary to a c c o m­

plish the purposes of the commission.

Sec. 29.47.510. DUTIES A N D  POWERS  OF THE COMMISSION. (a) Upon 

receipt of a w r itten notice of a default by a municipality, as p r o v i d­

ed in AS 29.47.520, and after c o n s u l t i n g  w i t h  the state bond c o m m ittee 

the commi ssion m a y

(1) investigate the defaul ting municipalit y's f i s c a l  a f­

fairs, consult w i t h  the g o v e r n i n g  b odies of the defaulting raunic* 

pality, and n e g o t i a t e  with creditors in o r d e r  to assist the m u n i c i p a l­

ity in d eveloping a plan f o r  s a t i s f a c t i o n  of the outstanding debt}

(2) direct a state agency h o l d i n g  m o n e y  on b e h a l f  o f  or 

payable to the defaulting m u n i c i p a l i t y  to pay the money e it her to the 

c ommission for payment to creditors, or to the defaulting m u n i c i p a l i t y

CSHB 2 9 3 (C&RA) -2-
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for dispos i t i o n  as required u n d e r  an a d op ted plan;

(3) determine w h e t h e r  a p r o p o s e d  plan is fair and e q u i table 

a n d  w i t h i n  the ability of the d efaul t i n g  m u n i c i p a l i t y  to meet, and, if 

so, enter a n  order finding t h a t  it is fair, equitable, and w i t h i n  the 

a b i l i t y  of the municipality to meet;

(4) advise the d e f a u l t i n g  m u n i c i p a l i t y  to take the n e c e s­

sary steps to implement the plan}

(5) order the d e f a u l t i n g  m u n i c i p a l i t y  to take the n e c e s s a r y  

steps to implement the plan i f  the m u n i c i p a l i t y  fails to implement the 

p l a n  w i t h i n  30 days after r e c e i v i n g  the a d v i c e  of the c o m m i s s i o n  to 

implement the plan}

(6) require p e r i o d i c  reports on the defaulting m u n i c i p a l i­

t y’s financial affairs during the p e riod in w h i c h  the plan is i m p l e­

mented}

(7) approve or r e j e c t  the defaultin g municipali ty's annual

b u d g e t  ordinance during the p e r i o d  in w h i c h  the plan is implemented;

(8) approve or r e j e c t  the issuance of additional bonds,

notes, or other debt, w h e t h e r  short- or long-term, during the p eriod

in w h i c h  the plan i3 implemented}

(9) impound the b o o k s  and records of a defaulting m u n i c i­

pal i t y  and assume full control of its financial affairs, including the 

levying of taxes, expenditure of money, a n d  a d o pti on of budgets, if 

the m u n i c i p a l i t y  fails to i m p l e m e n t  a plan, or if, in the o p i n i o n  of 

the commission, the defaulting m u n i c i p a l i t y  w i l l  default on a future 

debt service payment under the p l a n  if the financial policies  and 

practices of the m u nic ipality are not improved* and

(10) order a d efaulting  m u n i c i p a l i t y  to pay for the cost of 

develo p i n g  and implementing a plan. v

(b) The authority g r a n t e d  to the c o m m i s s i o n  continues, w i t h
• A.
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respect to a defaulting municip ality, until the commission is s a t­

isfied that the defaulting m u n i c i p a l i t y  ha3 performed or w i l l  p e rform 

the duties r e q u i r e d  of it in the plan, and u n t i l  agreements m a d e  w i t h  

the defaulting municipality' s creditors have been p e r f o r m e d  in 

accordance w i t h  the plan.

(c) The commission  m a y  take all actions necessar y to a ccomplish 

the purposes of AS 29.47.500 - 29.47.590, including issuing subpoenas 

ne c e s s a r y  for the production of documents and issuing orders. A  

superior court may, upon ap plic a t i o n  of the commission, compel o b e d i­

ence w i t h  a subpoena or order i s su ed by the commission.

Sec, 29.47.520. NOTICE O F  DEFAULT. (a) A  m u n i c i p a l i t y  shall 

give notice of default to the c o mmissioner  of community and regional 

affairs w i t h i n  10 calendar days after actual knowledg e of the default.

(b) A  creditor m a y  give n o t i c e  to the commissioner of community 

and regional affairs any time a f ter a default b y  a municipality.

(c) A m u n i c i p a l i t y  m a y  r e q u e s t  the a ssistan ce of the commis sion 

at any time before default if, in the j u d gment of the municipality, 

a ssistance from the commission w i l l  assist the m u n i c i p a l i t y  in reliev-
H

ing financial distress.

Sec. 29.47.530. ACTION U P O N  R E C E I V I N G  NOTICE OF DEFAULT. The 

commissioner of community and r e g i o n a l  affairs shall convene a m e eting  

of the commission w ithi n 15 days after the recei pt of a notic e of d e­

fault, or of a request  for assistance, u n d e r  AS 29.47.520. The d e­

faulting m u n i c i p a l i t y  shall be given notice of the meeting, and shall 

send an authorized representative to the m e eting  to represent the 

defaulti ng munic i p a l i t y  during the developm ent of a plan under AS 29.-

47.510.

Sec. 29.47.540. LI MITATION O N  ACTIONS. ; If a notice of default 

or request for assistance has b e e n  p r o vided b y  a m u n i c i p a l i t y  under

CSHB 2 9 3 (C&RA) -4-



AS  29.47,520, a creditor of the m u n i c i p a l i t y  m a y  not file an action 

b a s e d  u p o n  the outstanding debt until 90 days after the first meetin g 

of the commi s s i o n  convened under AS 29.47.530 to consider the matter.

Sec. 29.47.550. PENALTY, A  m u n i c i p a l  official, employee, or

agent w h o  k n o w i n g l y  violates a p r o v i s i o n  of c  plan developed under 

AS 29.47.510 is guilty of a class C felony.

Sec. 29.47.560. BANKRUPTCY PETITION. Nothing in AS 29.47.500 -

29.47.590 limits or ot herwise affects the authority of a m u n i cipality 

to file a petition in bankrupt cy u n d e r  11 U.S.C. 901 - 946.

Sec. 29.47.565. NO STATE O BLIGATIO N F O R  M U N I CIPAL DEBTS. (a)

Bonds issued by municipalities are not legal obligations or moral 

obligations of the state.

(b) N o t h i n g  in AS 29.47.500 - 29.47.590 may be con strued to

create l iability on the part of the state for outst anding debts of a 

munici pality. A n  action taken b y  the c o m m i s s i o n  m a y  not be co nstrued 

as an a s s u m p t i o n  cf liability or r e s p o n s i b i l i t y  b y  the state for

outst a n d i n g  debts of a municipality.

Sec. 29.47.570. APPLICATION. AS 29.47.500 - 29.47.590 applies

to home rule and general law m u n i c i p a l i t i e s . '

Sec, °9.47.590. DEFINITIONS. In AS 29.47.500 - 29.47.590

(1) ’'commission” means the M u n i c i p a l  Financial Emergency 

Commission}

(2) "cred itor” means a p erson who has standing to b r i n g  an 

action for default on outstanding debt against the defaulting m u n i c i­

pal ity;

(3) "default" me ans the failure b y  a m u n i c i p a l i t y  to p a y  an 

i nstallment of principal or interest on its outstanding debt, on or 

b e f o r e  the due date?

(4) "defaulting m u n i c i p a l i t y "  means a m u n i c i p a l i t y  that has

-5 - CSHB 293(C&RA)
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defaulted, or that continues to be subject to the j u r i s d i c t i o n  of the 

commission after the implementation of a plan  u nder A S  29.47.510*

(5) ’’outstanding debt" means revenue  a n t i c i p a t i o n  notes,
i

b o n d  a n t i c i p a t i o n  n o t e 3 ,  g e n e r a l  o b l i g a t i o n  b o n d s r e v e n u e  b o n d s ,  o r

r e f u nding  bonds issued under this c h a p t e r .

* Sec. 4. This Act t. Kes effect immediately in accordance w i t h  A S  01.- 

10.070(c).
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IN THE HOUSE
RY THE COMMUNITY AND REGIONAL 
AFFAIRS COMMITTEE

CS FOR HOUSE BILL NO. 293 (C&RA)

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relati ng to m u n i c i p a l  default on b onded in-

BE IT ENACTED BY THE LEGIS L A T U R E  OF THE STATE OF ALASKA:

* Section 1. LEGISL A T I V E  FINDINGS. The legislature finds that

(1) while the power of m u n i c i p a l i t i e s  to contract debt for -.apital 

improvements is g r a nt ed by the A l a s k a  Constitution, revenue  that m a y  be 

r aised to repay the debt are limited by the extent to w h i c h  the state has 

delegated taxing auth ority to the munici p a l i t i e s  under art. X, sec. 2 of 

the A l a s k a  Constitution;

(2) the state has a strong interest in debt issuance by m u n i c i p a l i­

ties because of the impact on state revenue as a result of m u n i c i p a l  a s­

sessment to repay debt and because of the effect on the m a r k e t a b i l i t y  of 

bonds issued by the state and its agencias, by public c orporations of the 

state, by other municipalities, and by the A l a s k a  M u n i c i p a l  Bond Bank A u­

thority;

(3) bonds issued by m u n i c i p a l i t i e s  are not legal obligati ons of the 

state, nor are the bonds supported by the moral o b l i g a t i o n  of the state; 

and

(4) it is in the public interest, and is declared  to be a public 

pv-irpose, to promote the p r o s p e r i t y  and general w e l f a r e  of all the people of 

the state by assisting in the develop ment and imple m e n t a t i o n  of r efinancing

debtedness; estaol i s h i n g  the M u n i c i p a l  Financial 

E m e r gency  Commission; and p r o v i d i n g  for an effective 

d a t e . "
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plans for munici p a l i t i e s  that have defaulted on o u tsta nding debt.

* Sec. 2. AS 29.10.200 is amended by adding a n e w  p a r a graph to read:

(47) AS 29.47.500 - 29.47.590 (default on bonded indebted-

* Sec. 3. AS 29.47 is amended by adding n e w  sections to read:

A R T ICLE 7. D E F A U L T  ON BONDED INDEBTEDNESS.

Sec. 29.47.500. M U N I C I P A L  FINA NCIAL E MERGENCY COMMISSION. (a)

The M u n i cipal Financial E m e r g e n c y  Commiss ion is established  in the 

Department of Community and Regional Affairs.

(b) The members of the commission consist of the commissioner of 

community and regional affairs, the commissioner of revenue, and the 

commissioner of administration. Members of the commission m a y  appoint 

designees to serve on the commission.

(c) The commissioner of community and regional affairs shall 

chair the commission. A  q uor um of the commission consists of two 

m e m b e r s .

(d) The c ommis s i o n  m a y  employ staff as is n e c e s s a r y  to a c c o m­

plish the purposes of the commission.

Sec. 29.47.510. DUTIES AND POWERS OF THE COMMISSION. (a) Upon

receipt of a w r i t t e n  n oti ce of a default by a municipality, as p r o v i d­

ed in AS 29.47.520, the com mis s i o n  may

fairs, consult w i t h  the governing bodies of the defaulting munici- 

- pality, and nego t i a t e  w i t h  creditors in order to assist the m u n i c i p a l­

ity in developing a plan for satisfaction of the o utstanding debt;

payable to the defaulting m u n i c i p a l i t y  to pay the m oney either to the 

commission for payment to creditors, or to the defaulting municipa lity 

for disposition as required under an adopted plan;

n e s s )

(1) investigate the defaulting municipa lity's fiscal af-

(2) direct a state agency holding m o n e y  on behalf of or

CSHB 2 9 3 ( C&RA) - 2 -
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(3) d termine w h e t h e r  a p r o p o s e d  plan is fair and equitable 

and w i t h i n  the ability of the defaulting m u n i c i p a l i t y  to meet, and, if 

so, enter an order finding that it is fair, equitable, and w ithin  th 5. 

ability of the m u n i c i p a l i t y  to meet;

(4) advise the defaul ting m u n i c i p a l i t y  to take the n e c e s­

sary steps to implement the plan;

(5) order the d ef aulting m u n i c i p a l i t y  to take the necessary 

steps to implement the plan if the m u n i c i p a l i t y  fails to implement the 

plan w it hin 30 days after r e c e iving the advice of the commission  to 

implement the plan;

(6) require p e r iod ic reports on the defaulting m u n i c i p a l i­

ty's financial affairs during the period in w h i c h  the plan is i m p l e­

mented;

(7) approve or reject the defaulting m u n i c i p a l i t y ' s  annual 

budget ordinance during the p e r i o d  in w h i c h  the plan is implemented;

(8) approve or reject the issuance of additional bonds, 

notes, or other debt, w h e t h e r  short- or long-term, during the period 

in w h i c h  the plan is implemented;

(9) impound the books and records of a defau l t i n g  m u n i c i­

pality and assume full control of its financial affairs, including the 

levying of taxes, ex pend i t u r e  of money, and adop tion of budgets, if 

the m u n i c i p a l i t y  fails to implement a plan, or if, in the opinion of 

the commission, the d efaulting  m u n i c i p a l i t y  will default on a future 

debt service payment under the plan ii. the financial policies and 

practices of the m u n i c i p a l i t y  are not improved; and

(10) ord^r a defaultin g m u n i c i p a l i t y  to pay for the cost of 

developing and imp lementing a plan.

(b) The authority g r a n t e d  to the commission continues, with 

respect to a defaulting municipality, ”r " i 1 the commis s i o n  is sat-

-3- CSHB 2 9 3 (C&RA)



isfied that the defaulting m u n i c i p a l i t y  has p e r f o rmed o? will perform 

the duties required of it in the plan, and until agreements made with 

the defaulting m unici p a l i t y ' s  creditors have b een performed in 

accordance w i t h  the plan.

(c) The commission  m a y  take all actions n e c e s s a r y  to accomplish 

the purposes of AS 29.47.500 - 29.47.590, including issuing subpr'anas 

necessary for the p r o d u c t i o n  of documents and issuing orders. A 

superior court may, upon appl ication of the commission, compel o b e d i­

ence w i t h  a subpoena or order issued by the commission.

Sec. 29.47.520. N OTICE  OF DEFAULT. (a) A m u n i c i p a l i t y  shall

give notice of default to the commissioner of community and regional 

affairs w i t h i n  10 calendar days after actual k n o w ledge of the default.

(b) A  creditor m a y  give notice to the c ommissioner of community 

and regional affairs any time after a default by a municipality.

(c) A  m u n i c i p a l i t y  may request the assistance of thu commission 

at any time before default if, in the judgment of the municipality, 

assistance from the commi ssion will assist the m u n i c i p a l i t y  in r e l i e v­

ing financial distress.

Sec. 29.47.530. A C T I O N  UPON RECE IVING N OTICE OF DEFAULT. The

commissioner of community and regional affairs shall convene a meeting

of the commiss ion w i thin 15 days after the receipt of a notice of de­

fault, or of a request for assistance, under AS 29.47.520. The de­

faulting m u n i c i p a l i t y  shall be £iven notice of the meeting, and shall 

* send an authorized r e p r e s e n t a t i v e  to the m e e t i n g  to represent the 

defaulting m u n i c i p a l i t y  during the development of a plan under AS 29.-

47.510.

Sec. 29.47.540. L I M I T A T I O N  ON ACTIONS. If a notic e of default 

or request for assistance has been provided by a m u n i c i p a l i t y  under 

AS 29.47.520, a creditor of the m u n i c i p a l i t y  m a y  not file an action 

CSHB 2 9 3 (C&RA) -4-
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based upon the outstanding debt until 90 days after the first m e e t i n g  

of the commission convened under AS 29.47.530 to consider the matter.

AS 29.4 7.510 ire— gt^-i-l t -y . of a- c l a s s- £  f-eT-ony*

A munic i p a l  official, employee, or

developed undt

Sec. 2.9.4 7.550. PENALTY, 

agent who knowingly v iolates a provision of a plan developed under

Sec. 2 9 . 4 7 . 5 6 0? B A N K R U P T C Y  PETITION. N o t h i n g  in AS 29.47.500 -

29.47.590 limits or ot herwise affects the a u t h ority  of a m u n i c i p a l i t y  

to file a petition in b a n k r u p t c y  under 11 U.S.C. 901 - 946.

(a)Sec. 29.47.565. NO STATE OBLIGA T I O N  F O R  M U N I C I P A L  DEBTS.

Bonds issued by munici p a l i t i e s  are .n o t- legal o bligations -er—  moral

obligations of the state.

(b) Nothing in AS 29.47.500 - 29.47.590 m a y  be construed to

create liability on the part of the state for o u t s t a n d i n g  d e b t s  of a 

municipality. An action taken by the commiss ion m a y  not be construed 

as an assumption of liability or r e s p o n s i b i l i t y  by the state for 

outstanding debts of a municipality.

Sec. 29.47.570. A k r L I C A T I O N . AS 29.47.500 - 29.47.590 applies 

to home rule and general law municipalities.

Sec. 29.47.590. DEFINITIONS. In AS 29.47.500 - 29.47.590

(1, "commission" means the M u n i c i p a l  Financ ial Emergency  

C o m m i s s i o n ;

(2) "ere,’ or" means a person w h o  has standing to bring an 

action for default on o utsta n d i n g  debt against the defaulting m u n i c i­

pality;

(3) "default" means the failure by a m u n i c i p a l i t y  to pay an 

installment of prin cipal or interest on its o u t s t a n u m g  debt, on or 

before the due date;

(4) "defaulting muni c i p a l i t y "  means a m u n i c i p a l i t y  that has 

defaulted, or that continues to be subject to the j u r i s d i c t i o n  of the

-5- CSHB 2 9 3 (C&RA)
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1 commission after the im plementation of a plan w i d e r  AS 29.47.510;

2 (5) " o u tstand ing debt" means revenue anticipati on notes,

3 bond an ticipation notes, general obligation bonds, reven ue bonds, or

4 refunding bonds issued under this chapter.

5 * Sec. 4. This Act takes effect immediately in accordan ce w i t h  AS 01.-

6 10.070(c).
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BY THE COMMUNITY AND REGIONAL 
IN THE H O U S E  AFFAIRS C O M M ITTEE

CS F O R  HOUSE BILL NO. 293 (C&RA)

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

FOURTE E N T H  L E G I S L A T U R E  - SECOND SESSION

A BILL

For an Act entitled: "An Act r e l a t i n g  to muni cipal default on b o n d e d  i n­

debtedness; establ i s h i n g  the M u n i c i p a l  Financial

Em e r g e n c y  Commission; and providing for an effective 

d a t e .11

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. L E G I S L A T I V E  FINDINGS. The legislature finds that

(1) w h i l e  the power of m u n i c i p a l i t i e s  to "ontract debt for capital

improvements is grant ed by the A l a s k a  C o n s t -’ ion, revenue that m a y  be

raised to repay the debt are limi ted b y  the it to w h i c h  the state has

delegated taxing a u t h or ity to the m u n i c i p a l i t i e s  under art. X, sec. 2 of 

the A l a s k a  Constitution;

(2) the state has a strong interest in debt issuance by m u n i c i p a l i­

ties b e c a u s e  of the impact on state revenue as a result of m u n i c i p a l  a s­

sessment to repay debt and b e cau se of the effect on the m a r k e t a b i l i t y  of 

bonds issued by the state and its agencies, by public corporations of the 

state, by other municipa lities, and by the A laska M u n i cipal Bond Bank A u­

thority;

(3) bonds issued b y  m u n i c i p a l i t i e s  are not legal obligat ions of the 

state, nor are the bonds su pported by the m oral obligation of the state; 

and

(4) it is in the public interest, and is declared to be a public 

purpose, to promote the p r o s p e r i t y  and general wel fare of all the people of ■ 

the state by assisting in the d e v e l o p m e n t  and implementation of refinancing ^

-1- CSHB 2 9 3 (C&RA)



plans for m u n i c i p a l i t i e s  that h ave defaulted on o u t s t a n d i n g  debt.

* Sec. 2. A S  29.47 is a m e nded by adding n e w  sections to read:

A R T I C L E  7. D E F A U L T  ON BONDED INDEBTEDNESS.

Sec. 29.47.500. M U N I C I P A L  FIN ANCIAL EMERGE NCY COMMISSION. (a)

The M u n i c i p a l  F i n a n c i a l  Emergency C o m m i s s i o n  is e s t a b l i s h e d  in 

Depart m e n t  of C o m m u n i t y  and Regional Affairs.

(b) The m e m b e r s  of the commission consist of the c ommissioner of 

community and r e g i o n a l  affairs, the c o m m i s s i o n e r  of revenue, and the 

c ommis s i o n e r  of administration. Members of the commi ssion m a y  appoint 

designees to serve on the commission.

(c) The c o m m i s s i o n e r  of community and r egional affairs shall 

chair the commission. A q u o r u m  of the commi ssion consists of two 

m e m b e r s .

(d) The c o m m i s s i o n  m a y  employ staff as is n e c e s s a r y  to accom­

plish the p u r poses of the commission.

Sec. 29.47.510. DUTIES AND POWERS O F  THL COMMISSION. (a) Upon

receipt of a w r i t t e n  n otice of a default b y  a mun icipality, as p ro vid­

ed in AS 29.47.520, the commission  may

(1) invest i g a t e  the d ef aulting m u n i c i p a l i t y’s fiscal a f­

fairs, consult w i t h  the gove rning bodies of the d efaul t i n g  m u n i c i­

pality, and n e g o t i a t e  w i t h  creditors in o r d e r  to assist the m u n i c i p a l­

ity in devel o p i n g  a plan for satisfaction of the o u t s t a n d i n g  debt;

(2) direct a state agency h o l d i n g  m o n e y  on behalf of or

pa yable to the d e f a u l t i n g  m u n i c i p a l i t y  to pay the m o n e y  either to the 

c ommission for p a y ment to creditors, or to the d e f a u l t i n g  municipality 

for d i s p o s i t i o n  as r e q u i r e d  u nder an a d o p t e d  plan;

(3) d e t e rmine w h e t h e r  a propo s e d  plan is fair and equitable 

and w i t h i n  che a b i l i t y  of the defaulting m u n i c i p a l i t y  to meet, and, if 

so, enter an order f i nding that it is fair, equitable, and within the

CSHB 2 9 3 (C&RA) -2-
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ability of the m u n i c i p a l i t y  to meet;

(4) advise the defaulting m u n i c i p a l i t y  to take the n e c e s­

sary steps to implement the plan;

(5) order the defaulting m u n i c i p a l i t y  to take the necessary 

steps to ir element the pl an if the m u n i c i p a l i t y  fails to implement the 

plan w i t h i n  30 days after receiving the. a d v i c e  of the commission to 

implement the plan;

(6) require periodic reports on the d e f a u l t i n g  m u n i c i p a l i­

ty's f i n a n c i a l  affairs during the period i n  w h i c h  the plan is imple­

mented;

(7) approve or reject the d e f a u l t i n g  m u n i c i p a l i t y 1s annual 

budget o r d i n a n c e  during the period in w h i c h  the plan is implemented;

(8) approve or reject the i s s u a n c e  of ad ditional bonds, 

notes, or o t h e r  debt, w h e t h e r  short- or long-term, during the period 

in which the plan is implemented;

(9) impound the books and r e c o r d s  of a d e f a u l t i n g  m u n i c i­

pality and a s s u m e  full control of its f i n a n c i a l  affairs, including the 

levying of taxes expenditure of money, a n d  adop t i o n  of budgets, if 

the m u n i c i p a l i t y  fails to implement a plan, or if, in the opinion of 

the commission, the def: lilting m u nicipali ty will default on a future 

debt s e r v ice payment under the plan if the financial policies and 

practices o f  the m u n i c i p a l i t y  are not improved; and

(10) order a defaulting m u n i c i p a l i t y  to pay for the cost of 

developing a n d  i m plem enting a plan.

(b) T h e  authority granted to the c o m m i s s i o n  continues, with 

respect to a defaulting municipality, u n t i l  the c o m m i s s i o n  is sat­

isfied that the d efaulting municipality has p e r f o r m e d  or will perform 

the duties r e q u i r e d  of it in the plan, and u n t i l  agreeme nts made with 

the d e f a u l t i n g  m u n i c i p a l i t y ' s  creditors have been p e r f o r m e d  in

-3- CSHB 2 9 3 (C&RA)
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accordance w i t h  the plan.

(c) The c o m m i s s i o n  m a y  take all a c t i o n s  n e c e s s a r y  to accomplish 

the p u r p o s e s  of AS 2 9.47.500 - 29.47.590, i ncluding issuing subpoenas 

neces s a r y  for the p r o d u c t i o n  of d o c u m e n t s  and i s suing orders. A 

superior court may, u p o n  application of the commission, compel obedi­

ence w i t h  a subpoena or order issued b y  the commission.

Sec. 29.47.520. N O T I C E  OF DEFAULT. (a) A m u n i c i p a l i t y  shall

give n o t i c e  of default to the c o m m i s s i o n e r  of co mmunity and regional 

affairs w i t h i n  10 c a l enda r days after a c t u a l  k n o w l e d g e  of the default.

(b) A cre ditor m a y  give notice to the c o m m i s s i o n e r  of community 

and r e g J .»al affairs any time after a d e f a u l t  b y  a municipality.

(c) A m unicipt rty m a y  request the assi stance of the commission 

at any time b e f o r e  default if, in the j u d g m e n t  of the municipality, 

assistance from the c o m m i s s i o n  will a s s i s t  the m u n i c i p a l i t y  in reliev­

ing f i n a ncial distress.

Sec. 29.47.530. A C T I O N  UPON R E C E I V I N G  N O T I C E  OF DEFAULT. The

commissioner of c o m m u n i t y  and regional a f fairs shall convene a meeting

of the c o m m i s s i o n  w i t h i n  15 days after the receipt of a notice of d e­

fault, o r  of a request for assistance, under AS 29.4 7.520. The d e­

faulting m u n i c i p a l i t y  shall be given n o t i c e  of the meeting, and shall 

send an a u t h o r i z e d  r e p r e sent ative to the m e e t i n g  to represent the 

defaultin g m u n i c i p a l i t y  during the d e v e l o p m e n t  of a plan under AS 29.-

47.510.

Sec. 29.47.540. L I M I T A T I O N  ON A C T I O N S .  If a n otice of default 

or r e q u e s t  for assist a n c e  has been p r o v i d e d  by a m u n i c i p a l i t y  under 

AS 29.47.520, a creditor of the m u n i c i p a l i t y  m a y  not file an action 

based u p o n  the o u t s t a n d i n g  debt until 90 days after the first meeting 

of the c o m m i s s i o n  convened under AS 2 9 . 4 7 . 5 3 0  to c o n sider the matter.

Sec. 29.47.550. PENALTY. A m u n i c i p a l  official, employee, or 

CSHB 2 9 3 (C&RA) -4-
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agent w h o  k n o w i n g l y  violates a p r o v i s i o n  of a plan d eveloped under 

AS 2 9 . 4 7 . 5 1 0  is guilty of a class C felony.

Sec. 29.47.560. BANKRUPTCY  PETITION. Nothing in AS 29.47.500 -

29.47.590 limits or otherwise affects the autho r i t y  of a m u n i cipality 

to file a p e t i t i o n  in bankru p t c y  u n d e r  11 U.S.C. 901 - 946.

Sec. 29.47.565. CONSTRUCTION. N o t h i n g  in AS 29.47.500 - 29.47.- 

590 may be construed to create liability on the part of the state for 

outsta n d i n g  debts of a municipality. An a ct ion taken by the c o m m i s­

sion m a y  n o t  be construed as an a s s u m p t i o n  of liability or r e s p o n­

sibility by the state for outstan ding debts of a municipality.

Sec. 29.47.590. DEFINITIONS,, In AS 29.47.500 - 29.47.590

(1) "commission" means the M u n i c i p a l  Financial  Emergency
I

Commission;
(

(2) "creditor" means a p e r s o n  w h o  has standing to bring an

action for default on outstandin g debt against the def aul t i n g  m u n i c i­

pality;

(3) "default" means the failure b y  a m u n i c i p a l i t y  to pay an 

insta.lm ent of principal or interest on its outsta n d i n g  debt, on or 

before the due date;

(4) "defaulting m u n i c i p a l i t y "  means a m u n i c i p a l i t y  that has 

defaulted, or that continues to be subject to the j u r i s d i c t i o n  of the 

commis sion after the implementatio n of a plan u nder AS 29.47.510;

(5) "outstandin g debt" means  r e ven ue a n t i c i p a t i o n  notes,

bond a n t i c i p a t i o n  notes, general o b l i g a t i o n  bonds, revenue bonds, or 

r efunding bonds issued und er this chapter.

* Sec. 3. This Act takes effect immediatel y in accordance w i t h  AS 01.- 

10.070(c).

- 5 - CSHB 2 9 3 (C&RA)



DEPARTMENT OF LAW
OFFICE OF THE ATTORNEY GENERAL

A p r i l  2, 1986

The H o n o r a b l e  Peter Goll, C hairman 
House C ommunity and Regional 

A f f airs Committee 
A l a s k a  State Legisl a t u r e  
P.O. B ox V  
Juneau, A K  99811

BILL SHEFFIELD, GOVERNOR

REPLY TO:

h 1031 W 4th AVENUE 
SUITE 200
ANCHORAGE. ALASKA 99501 
PHONE: (907) 276-3550

□ 1st NATIONAL CENTER 
100 CUSHMAN ST.
SUITE 400
FAIRBANKS. ALASKA 99701 
PHONE; (907) 452-1566

□ POUCH K - STATE CAPITOL 
JUNEAU. ALASKA 99611 
PHONE: (907) 465-3600

Re: HB 293, e s t ablishing  a M u n i c i p a l  Financial
E m e r g e n c y  Commission, our file: 66-3-86-0405

Dear Repre s e n t a t i v e  Goll:

In response to your m e m o r a n d u m  dat ed M a r c h  26, 1986, to 
J o n a t h a n  Rubini, A s s i s t a n t  A t t o r n e y  General, I w i l l  answer the 
following questions r e g a r d i n g  federal b a n k r u p t c y  law.

Y o u  have asked w h e t h e r  the M u n i cip al Financial
Emerg e n c y  Commission under its b r o a d  a u t h o r i t y  of assisting  and 
developi ng a plan unde r section 410 of the p r o p o s e d  legislation 
could force a m u n i c i p a l i t y  to file for bankruptcy. Generally, 
the U n ited States Bankru p t c y  Code provides that a debtor, in this 
case a municipality, m a y  file for p r o t e c t i o n  under  the Bankrup tcy 
Code, or creditors, m e e t i n g  certain j u r i s d i c t i o n a l  requirements, 
of the debtor m a y  place the debtor in an i nvol untary bankr uptcy 
proceeding. There appears to be no p r o v i s i o n  in the Bankruptcy 
Code w h i c h  w o u l d  p ermit a state that w a s  n ot the creditor of a 

■>. m u n i c i p a l i t y  to force a m u n i c i p a l i t y  to file for protec t i o n  ur.ier 
M  Chapter 9 of the U n i t e d  States B a n k r u p t c y  Code (Municipal Debt 

Adjustment).

As a p r a c tical matter, the reasonablen ess of the 
p r o p o s a l  for debt a d j u s t m e n t  m a d e  by the M u n i c i p a l  Financial 
E m e r gency  C o m m i s s i o n  w i l l  be the d e termining factor w h e t h e r  a
m u n i c i p a l i t y  decides to file for bankruptcy, or w h ether the 
creditors of the m u n i c i p a l i t y  decide to file an involuntary 
p e t ition for the municipali ty. 11 U.S.C. § 903 provides that "a 
proposal by the state or law b y  the state pres cr i b i n g  a m e t h o d  of 
c omposition of indebtedn ess" of a m u n i c i p a l i t y  "may not b i n d  any 
creditor that does n ot consent to such c o m p o s i t i o n . "
Consequently, the creditors of the m u n i c i p a l i t y  will be looking 
at any debt adjustment p r o p o s a l  by the Commi s s i o n  to determine 
w h e t h e r  they wo uld r e c eive m o r e  m o n e y  under the B ankr uptcy Code 
than they w o u l d  by a propo s a l  by the Commission. If the
creditors w o u l d  receive a b etter arrange ment u nder the B ankruptcy

C5 L M
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The Honorable Peter Goll, C h a irman A p r i l  2, 1986
House Community & Regional Affairs Committ ee Page 2

Code, they w o u l d  be likely to ignore a proposal by the 
Commission. A  similar analysi s w o u l d  p r o b a b l y  be undert a k e n  by 
the municipality. If the C o mmission proposes debt restruct uring 
that is more onerous in its payments than what w o u l d  be req uired 
under the B a n k r u p t c y  Code th en the m u n i c i p a l i t y  w o u l d  have an 
incentive to ignore a p r o po sal by the C ommis s i o n  and file its own 
bankru p t c y  proceedings.

You have asked w h e t h e r  the State of A l a s k a  or the C o m­
mi s s i o n  w o u l d  b ec ome an interv enor in bantcruptcy proceedings by 
having convened a M u n i c i p a l  Financial E m e r gency Commission. 
There is no p r o v i s i o n  of the Bankr u p t c y  Code or the B ankrupt cy
Rules that w o u l d  r e q u i r e  that the State of A l a s k a  or the C o m­
mi s s i o n  become an inte rvenor in b a n k r u p t c y  proceedings. The 
State of A l a s k a  or the C o m m i s s i o n  could p e t i t i o n  the court as a
p a r t y  in interest to p a r t i c i p a t e  in the proceedings, or if the
State of A l a s k a  or the C o m m i s s i o n  w e r e  a creditor of the 
munici pality, then the right to partic i p a t e  in the bankrup tcy 
procee d i n g  w o u l d  be a m a t t e r  of course. The creation of the 
C o m m i s s i o n  does not improve or h inder the State's ability or 
r e s p o n s i b i l i t y  to p a r t i c i p a t e  in a b a n k r u p t c y  proceeding.

In summary, the provisi ons of House Bill 293 appear not 
to be in conflict, in general, w i t h  the U ni ted States Bankrup tcy 
Code, 11 U.S.C. §§ 901 - 946 (Municipal Debt Adjvistment).
However, the eff ectiveness of the C o m m i s s i o n  set up in HB 293 
w i l l  be d etermined b y  h o w  the Commissio n adjusts the d';bt of the 
mu n i c i p a l i t y  and w h e t h e r  this debt adjustment is reasonable. 
State law cannot p r event  either the creditor or the m u n i c i p a l i t y  
from availing themselves of the remedies p r o v i d e d  in the Un ited 
States Bankruptc y Code.

Sincerely yours,

HAROLD M. BROWN 
A T T O R N E Y  GENERA L

'be— '5 

By: ( )
M o a n  Travost ino 
As s i stant A t t o r n e y  General

JT.-ihr

cc: A r thur H. P e t erson
Jonatha n B. Rubini
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REPL Y TO:

DEPAKTMEIVT OF LAW
O FF IC E  O F  THE A TTORNEY  GENERA  L

□ 1031 W 4th A VENUE 
SUITE 200
ANCHORAGE. ALASKA 99501 
PHONE: (907) 2763550

Ma r c h  21, 1986

□ 1st NATIONAL CENTER 
100 CUSHMAN ST.
SUITE 400
FAIRBANKS. ALASKA 99701 
PHONE: (907) 452-1568

&/pouci-POUCH K ■ STATE CAPITOL 
JUNEAU. ALASKA 99811 
PHONE: (907) 465-3600

H o n o rable Peter Goll, Chairman 
House C &RA Committee 
Alaska  State Legislature 
P.O. Box V 
Juneau, A K  99811

Dear Representative Goll:

By m e m o r a n d u m  of March 18, 1986, you raised a series of 
questions relating to HB 293', a bill w hich proposes the e s t a b­
lishment of a Muni cipal Financial Emergen cy C ommissi on to assist 
munici p a l i t i e s  in default on bonded indebtedness. Mr. Bob Berry 
of your staff requested a response to those inquiries before your 
Friday, M a r c h  21, 1986 committee hearing. In the limited time 
available, our response to your third and fourth questions are 
stated in preliminary form.

You first ask w h eth er the powers of the prop o s e d  c o m­
m i s s i o n  are consistent w i t h  the "home rule" principles set out in 
article X  of the A l a s k a  Constitution. We considered the issue at 
length in drafting this measure. As you know, the bill empowers 
the commiss ion w i t h  broad supervisorial responsib ilities in the 
extrao r d i n a r y  event of m unicipal default. While we are aware of 
no court w h i c h  has directly addressed the q uestion of the extent 
to w h i c h  a state agency m a y  assume control of the financial a f­
fairs of a mu nici p a l i t y  in default, we believe the p r o p osed 
powers are consistent w i t h  article X  of the A l a s k a  Constitution. 
See genera lly Johnson v. City of F a i r b a n k s , 583 P . 2d 181 (Alaska 
1978); Jeffer son v. S t a t e , 527 P . 2d 37 (Alaska 1974). A  s i g n i f i­
cant factor in support of this conclusion, we believe, is that 
state fiscal intrusion is conditione d upon the extr ao r d i n a r y  i n­
stance of m unic i p a l  default -- an occurrence which, as n o t e d  in 
the p r o p o s e d  legislative findings, m a y  h arbor p r o found r e p e r c u s­
sions to the state ana to other n eighbor ing municipalities.

Re: HB 293, e stablishing c M u n i c i­
pal Financial E m e r gency C o m­
mission
Our file: 66-3-86-0405

03-C5LH
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663-86-040^

You also ask, "Does the state incur obliga t i o n  for m u­
nicipal b o n d e d  indebtedness by adopting the active role set out 
in HB 293?" We believe the clear answer is that the state does 
not incur any such legal obligation. Whether the state elects to 
assist a m u n i c i p a l i t y  to meet any outstand ing debt obligations  
will derive exclus i v e l y  fr om policy considerations, not any legal 
obligati ons implicitl y assumed through active debt m a n a g e m e n t  
oversight. •

The m o s t  difficult inquiry concerns w h e t h e r  p r o p o s e d  
section 29.58.440 modifie s Rule 62 of the A l a s k a  Rules of Civil 
Procedu re and Administration. As you know, article IV, section 
15 of the A l a s k a  C o nstituti on commits to the A l a s k a  Supieme Court 
r ule-making  a u t h ority for judicial  proceedings, subject ;o l e g i s­
lative change by two-thirds vote of each body of the legislature. 
A m e n d m e n t  of a court rule by legislative enactment, however, will 
not be implied, and m a y  be a c compli shed only  w here the enactment 
specifi cally states an intent to m o d i f y  a court rule, L eege v. 
Martin, 379 P . 2d 447 (Alaska 1963): Civil Rule 62 s t a t e s , with-
out reference to any time limitations, the courts' inherent a u­
thority to extend injunctive relief. To the extent that p r o posed 
section 29.58.440 is p e r c e i v e d  as a pro ced u r a l  r e s t r i c t i o n  of the 
court's a u t h ority u n d e r  Civil Rule 62, we do not belie ve that the 
bill states the intent to m o d i f y  a court rule w i t h  the re quisite 
s pecificity  to effectuate an amendment of e s t a b l i s h e d  judicial  
procedures. In p r esent form, therefore, a court w o u l d  consider 
the legislative directive, but w o u l d  not likely v i e w  i tself as 
bound by the m a n d a t o r y  stay provision. If the com mittee elects 
to more s p e cifi cally address this matter, we w o u l d  be h a p p y  to 
provide further assistance.

Y ou finally ask w h e t h e r  there is a conflict w i t h  f e d e r­
al b a n k r u p t c y  law. P r o p o s e d  section 29.58.450 e x p r e s s l y  r e c o g­
nizes the authority  of a m u n i c i p a l i t y  to file a p e t i t i o n  in b a n k­
ruptcy u n d e r  11 U.S.C. §§ 901 -- 946. Quite fortunately, A las ka 
has not as yet confr o n t e d  the unique legal considerations  w h i c h  
arise w h e r e  a sovereign po litical subdivision files a p e t i t i o n  in 
bankrupt' ’. Without a ddres sing the respective procedures under 
federal ikruptcy l a w  and HB 293, it is our u n d e r s t a n d i n g  that 
federal .. u p t c y  courts have extended substantial deference to 
"work-out" procedures p r o v i d e d  for under state law. Ultimately, 
of course, any i r r e con cilable procedural conflicts w i l l  be r e­
solved in favor of the federal bankr u p t c y  procedures.

If you r e q uire further r e v i e w  of the issues r a i s e d  in



Ho n o r a b l e  Peter Goll, Chairman 
House C & R A  Committee 
A l a s k a  State Legislature

M a r c h  21, 1986 
Page j?3 

663-86-0405

your M a r c h  18, 1986 memorandum, please contact me at your e a r l i­
est convenience.

cc: Hon. M a r y  Nordale, Commissioner
D e p a r t m e n t  of Revenue

Art Peterson, Asst. A t t o r n e y  General 
L e g i s l a t i o n  and Regulations Section 
D epart m e n t  of L a w  - Juneau

Sincerely yours

H A R O L D  M. BROWN 
A T T O R N E Y  G E N E R A L

JBR/pjg
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Official Business

Alaska State Legislature
House

Pouch V 
State Capitol 

Juneau, Alaska 99811

M E M O R A N D U M M a r c h  26, 1 9 8 6

TO:

FROM;

J o h n  R u b i n i
A l a s k a  D e p a r t m e n t  o f  L a w

B o b  Berr\
S t a f  f

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

S U B J E C T :  H o u s e  B i l l  293

Q )s> °

B a n k r u p t c y :

Is t h e r e  a c o n f l i c t  w i t h  t h e  l a n g u a g e  o f  p a g e  2, l i n e s  1 9 - 2 1  
( d e v e l o p m e n t  o f  pla n )  a n d  p a g e  5, l i n e s  4-6 (sec. 29.58.-- 
450) ?

S e c .  4 5 0  s t a t e s  t h e r e  is n o  l i m i t  o r  e f f e c t  o n  a 
m u n i c i p a l i t y  r e g a r d i n g  b a n k r u p t c y .  C o u l d  t h e  c o m m i s s i o n  
u n d e r  i t s  b r o a d  a u t h o r i t y  o f  a s s i s t i n g  in d e v e l o p i n g  a p l a n  
u n d e r  Sec. 410 f o r c e  a m u n i c i p a l i t y  t o  f i l e  f o r  b a n k r u p t c y ?

D o e s  t h e  s t a t e  o r  c o m m i s s i o n  b e c o m e  a n  i n t e v e n o r  u n d e r  
H B  2 9 3 ?

Is t h e  c i t e  o n  p a g e  5, l i n e  6 (11 U . S . C .  9 0 1 - 9 4 6 )  s u b j e c t  to 
o b s o l e s e n c e  o r  d o e s  it a c t  as a l i m i t ?  S h o u l d  t h e  c i t e  b e  
d e l e t e d ,  a l t e r e d ,  o r  r e p l a c e d  w i t h  " u n d e r  F e d e r a l  l a w " ?

P e n a l t y

Is Se c .  2 9 . 5 8 . 4 6 0  t o o  s e v e r e ?  Is a C l a s s  C f e l o n y  f o r  t h i s  
o f f e n s e  i n  l i n e  w i t h  o t h e r  n o n - v i o l e n t ,  w h i t e - c o l l a r  c r i m e ?  
W o u l d  " i n t e n t i o n a l l y  v i o l a t e s "  b e  b e t t e r  t h a n  " k n o w i n g l y  
v i o l a t e s " ?

R e p r e s e n t a t i v e  G o l l  a s k s  t h a t  y o u  a n s w e r  t h e s e  q u e s t i o n s  o r  
c o n t a c t  s o m e o n e  t h e  D e p a r t m e n t  o f  L a w  w o  aid d e e m  a n  e x p e r t  
i n  b a n k r u p t c y  l a w  a n d  p u t  t h e m  i n  t o u c h  w i t h  Rep. G r u e n b e r g  
a s  s o o n  as p o s s i b l e .  T h e  n e x t  h e a r i n g  f o r  H B  293 w i l l  b e  
W e d n e s d a y ,  A p r i l  3.

l j b
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RY THE COMMUNITY AND REGIO N A L  
IN THE HOUSE AFFAIRS COMMITTEE

CS F OR HOUSE BILL NO. 293 (C&RA)

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

FOURTE E N T H  L E G I S L A T U R E  - SECOND SESSION

A BILL

For an Act entitled: "An Act r e l ating to m u n i c i p a l  default on b on ded i n­

debtedness; e s tablishing the M u n i cipal Fin ancial 

E m e r g e n c y  Commission; and p r o v idi ng for an effective 

d a t e ."

BE IT ENACTED BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. L E G I S L A T I V E  FINDINGS. The legislature finds that

(1) while the power of m u n i c i p a l i t i e s  to contract debt for capital 

improvements is grante d by the A l a s k a  Constitution, revenue that m a y  be 

raised to repay the debt are limited by the extent to w h i c h  the state has 

delegated taxing authority to the munici p a l i t i e s  u nder art. X, sec. 2 of 

the A laska Constitution;

(2) the state has a strong interest in debt issuance by m u n i c i p a l i­

ties because of the impact on state revenue as a result of m u n i c i p a l  a s­

sessment to repay debt and because of the effect on the m a r k e t a b i l i t y  uf 

bonds issued by the state and its agencies, by public corp orations of the 

state, by other municipalities, and by the A laska M u n i c i p a l  Bend Bank A u­

thority;

(3) bonds issued by m u n i c i p a l i t i e s  are not legal obligations of the 

state, nor are the bonds supporte d by the moral obliga t i o n  of the state; 

and

(4) it is in the public interest, and is decla r e d  to be a public 

purpose, to promote the p r o s p e r i t y  and general w e l f a r e  of all the people of 

the state by assisting in the d evelo pment and implementa tion of ref inancing

- 1 -  CSHB 2 9 3 (C&RA)
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plans for municipalities that have defaulted on outstanding debt.

* Sec. 2. AS 29.10.200 is amended by adding a n e w  p a r a graph  to read:

(47) AS 29.47.500 - 29.47.590 (default on b o nded i n d e b t e d­

ness)

* Sec. 3. AS 29.47 is amended by adding n e w  sections to read:

ARTICLE 7. D E F AULT ON BONDED INDEBTEDNESS.

Sec. 29.47.500. M U N I C I P A L  FIN ANCIAL E M E R G E N C Y  COMMISSION. (a)

The M unicipal Financial Em ergency Commis sion is establi shed in the 

Department of Community and Regional Affairs.

(b) 7.he members of the commission consist of the co mmissioner of 

M tr community and regional affairs, the commissioner of revenue, and the 

J p * * ' commissioner of administration. Members of the commissio n may appoint

designees to serve on the commission.

(c) The commissioner of community and regional affairs shall 

chair the commission. A q uorum of the commission consists of two

m e m b e r s .

(d) The commission may employ staff as is n e c e s s a r y  to a c c o m­

plish the purposes of the commission.

Sec. 29.47.510. DUTtES AND POWERS OF THE COMMISSION. (a) Upon 

receipt of a w r i tte n notice of a default by a municipality, as p r o v i d­

ed in AS 29.47.520, the com mission may

(1) investigate the defaulting municipali ty's fiscal a f­

fairs, consult w i t h  the gov erning bodies of the defaulting m u n i c i­

pality, and negotiate w i t h  creditors in order to assist the m u n i c i p a l­

ity in developing a plan for satisfaction of the o utstanding  debt;

(2) direct a state agency holding m o n e y  on b e h a l f  o f  or 

payable to the defaulting mu nici p a l i t y  to pay the m o n e y  either to t h e  

commission for payment to creditors, or to the defaulting m unici p a l i t y  

for disposition as required under an adopted plan;

CSHB 2 9 3 (C&RA) - 2 -
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(3) determine w h e t h e r  a p r o p o s e d  plan is fair and equitable 

and w ithin the ability of the defaulting  m u n i c i p a l i t y  to meet, and, if 

so, enter an order finding that it is fair, equitable, and w ithin the 

ability of the m u n i c i p a l i t y  to meet;

(4) advise the defaultin g m u n i c i p a l i t y  to take the n e c e s­

sary steps to implement the plan;

(5) order the defaulting m u n i c i p a l i t y  to take the n e c e s sary 

steps to implement the plan if the m u n i c i p a l i t y  fails to implement the 

plan w ithin 30 days after receivi ng the advice of the commission to 

implement the plan;

(6) require periodic  reports on the defau lting m u n i c i p a l i­

ty's financial affairs during the period in w h i c h  the plan is i m p l e­

mented;

(7) approve or reject the defaulting m u n i c ip ality's annual

budget ordinance during the p e riod in w h i c h  the plan is implemented;

(8) approve or reject the issuance of additional bonds,

notes, or other debt, w h e t h e r  short- or long-term, during the period

in w h i c h  the plan is implemented;

(9) impound the books and records of a defaulting m u n i c i­

pality and assume full control of its financial affairs, including the 

levying of taxes, expenditure of money, and adoption of budgets, if 

the munici p a l i t y  fails to implement a plan, or if, in the opinion of 

the commission, the defaulting m u n i c i p a l i t y  will default on a future 

debt service payment under the plan if the financial policies and 

practices of the m u n i c i p a l i t y  are not improved; and

(10) order a defaulting m u n i c i p a l i t y  to pay for the cost of 

developing and implementing a plan.

(b) The au tho r i t y  g r a n t e d  to the commission continues, with 

respect to a defau lting municipality, until the commission is sat-

-3- CSHB 2 9 3 (C&RA)
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isfied that the defaulting m u n i c i p a l i t y  has performed or will perfor m 

the duties required  of it in the plan, and until agreements made wi th 

the defaulting munici p a l i t y ' s  creditors have been p e r f ormed in 

accordance w i t h  the plan.

(c) The commission may take all actions n e c e s s a r y  to a ccomplish 

the purposes of AS 29.47.500 - 29.47.500, including issuing subpoenas 

n e c e ssary for the p r o d u c t i o n  of documents and issuing orders. A 

superior court may, upon applica tion of the commission, compel o b e d i­

ence w i t h  a subpoena or order issued by the commission.

Sec. 29.47.520. NOTI CE OF DEFAULT. (a) A m u n i c i p a l i t y  shall

give notice of default to the c ommissioner of community and regional 

affairs w i t h i n  10 calendar days after actual knowledge of the default.

(b) A  creditor m a y  give notice to the comm issioner of community 

and regional affairs any time after a default by a municipality.

(c) A m u n i c i p a l i t y  may request the assistance of the commission 

at any time before default if, in the judgment of the municipality, 

assistance from the commissi on will assist: the m u n i c i p a l i t y  in r e l i e v­

ing financial distress.

Sec. 29.47.530. A C TI ON UPON R E C E I VING NOTICE OF DEFAULT. The

commissioner of community and regional affairs shall convene a meeting

of the commission w i t h i n  15 days after the receipt of a notice of d e­

fault, or of a request for assistance, under AS 29.47.520. The d e­

faulting m u n i c i p a l i t y  shall be given notice of the meeting, and shall 

* send an authorized representa tive to the m e e t i n g  to represent the 

defaulting m u n i c i p a l i t y  during the development of a plan under AS 29.-

47.510.

yfiA Sec. 29.47.540. L I M I T A T I O N  ON ACTIONS. If a n otice of default 

or request for assistance has been pro vided by a m u n i c i p a l i t y  under 

jjJ * ' AS 29.4 7.520 a creditor of the m u n i c i p a l i t y  m a y  not file an action 

CSHB 2 9 3 (C&RA) -4-
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based upon the outstanding debt until 90 days after the first m e eting 

of the commission convened under AS 29.47.530 to consider the matter.

Sec. 29.47.550.^, PENALTY. A m u n i c i p a l  official, employee, or 

agent w h o £ k n o w i n g l y J  v iolates a provi s i o n  of a plan developed under 

AS 29.47.510 is^guilty of a class C felony^

Sec. 29.47.560. BAN KR U P T C Y  PETITION. Nothing in AS 29.47.500 -

29.47.590 limits or otherwise affects the autho rity of a m u n i c i p a l i t y  

to file a petition in b a n k r u p t c y  under 11 U.S.C. 901 - 946.

Sec. 29.47.565. NO STATE O B L I G A T I O N  i OR M U N I C I P A L  DEBTS. (a)
SK?3^-

legal obligations £ o r j  moral 

obligations of the state.

(b) Nothing in AS 29.47.5C0 - 29.47.590 m a y  be construed  to

create liability on the part of the state for o u tstandi ng debts of a 

municipality. An action taken by the commi ssion m a y  not be construed 

ai; an assumption of liability or r e s p o n s i b i l i t y  by the state for 

outstand ing debts of a municipality.

Sec. 29.47.570. APPLICATION. AS 29.47.500 - 29.47.590 applies 

to home rule and general law municipalities.

S e c . 29.47.590. DEFINITIONS. In AS 29.47.500 - 29.47.590

(1) "commission" means the M u n i c i p a l  Financial E m e r gency 

Commission;

(2) "creditor" means a person w h o  has standing to bring an 

action for default on o u tstanding debt against the defaulting m> r.ici-

* pality;

(3) "default" means the failure by a m u n i c i p a l i t y  to pay an 

installment of principal or interest on its o utsta nding debt, on or 

before the due date;

(4) "defaulting munici p a l i t y "  means a m u n i c i p a l i t y  that has 

defaulted, or that continues to be subject to the j u r i s d i c t i o n  of the

-5- CSHB 2 9 3 (C&RA)
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1 commission after the i m p l ementation  of a plan under AS 29.47.510;

2 (5) " o uts tanding debt" means revenue a n t ic ipation notes,

3 bond a n ticipation  notes, general obligation bonds, revenue bonds, or

4 refunding bonds issued under this chapter.

5 * Sec. 4. This Act takes effect immediately in accordance w i t h  AS 01.-

6 10.070(c).
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B Y  THE C O M M U N I T Y  AND R E G I O N A L  
IN THE H O U S E  A F F A I R S  COMMITTEE

CS F O R  HOUSE BILL NO. 293 (C&RA)

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

F O U R T E E N T H  L EGISL ATURE - SECOND SESSION

A  BILL

For an Act entitled: "An Act r e l ati ng to m u n i c i p a l  default on b o n d e d  i n­

debtedness; establishin g the M u n i c i p a l  F i n a ncial 

Em e r g e n c y  Commissior. ; and p r o v iding for an effective 

da t e .”

BE . - E N A C T E D  BY THE* L E G I S L A T U R E  O F  THE STATE OF ALASKA:

* S e c t i o n  1. L E G I S L A T I V E  FINDINGS. The legislature finds that

(1) while the power of m u n i cipali ties to contract debt for capital 

improvements is grante d by the A l a s k a  Constitution, revenue that m a y  be 

r a i s e d  to repay the debt are limited by the extent to w h i c h  the state has

de l e gated taking authority to the m u n i c ip alities und er art. X, sec. 2 of

the A l a s k a  Constitution;

(2) the state has a strong interest in debt issuance by m u n i c i p a l i­

ties because of the impact on state revenue as a result of m u n i c i p a l  as­

sessment to repa y debt and b e cause of the effect on the m a r k e t a b i l i t y  of 

bonds i ss ued b y  the state and its agencies, by p ublic corp orations of the 

state, by ot. .er municipalities, a n d  b y  tbs A l a s k a  M u n i c i p a l  Bond Bank A u­

thority;

(3) bonds issued b y  m u n i cipaliti es are not legal obligations of the

state, nor are the bonds supported by the moral obligatio n of the state;

and

(4) it is in the public interest, and is decla red to be a public 

purpose, to promot e the p r o s p e r i t y  and general w e l f a r e  of all the people of 

the state by assisting in the development and i m p l em entation of refin ancing

-1- CSHB 293 (C&RA)
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plans for municipalities that have defa ulted on outsta n d i n g  debt.

* Sec. 2. AS 29.10.200 is amended by adding a n e w  p a r a g r a p h  to read:

(47) AS 29.47.500 - 29.47.590 (default on bonded i n d e b t e d­

ness) '

* Sec. 3. AS 29.47 is amended by adding new sections to read:

ARTICLE  7. D E F A U L T  ON B ONDED  INDEBTEDNESS.

Sec. 29.47.500. M U N I C I P A L  F I N A N C I A L  E M E R G E N C Y  COMMISSION. (a) 

The M u n i c i p a l  Financial Eme rg e n c y  Commissi on is established in the 

Depart ment of Community and Regio n a l  Affairs.

(b) The members of the co mmission consist of the com missioner of 

community and regional  affairs, the commissio ner of revenue, and the 

c ommissioner of administration. Members of the commission n a y  appoint 

designees to serve on the commission. ^

(c) The commissioner of com munity and r egional affairs shall 

chair the commission. A  q u o r u m  of the commission consists of two 

m e m b e r s .

(d) The commission m a y  employ staff as is n e c e s s a r y  to a c c o m­

plish the purposes of the commission.

Sec. 29.47.510. D U TIES  AND POWERS OF T H E  COMMISSION. (a) Upon 

receipt of a written notice of a default by e municipality, as p r o v i d­

ed in AS 29,47.520, and after consu l t i n g  w i t h  the state b o n d  committee 

the commission may

(1) investigate the defaulting m u n i c i p a l i t y’s fiscal a f­

fairs, consult w i t h  the g o v e r n i n g  bodies of the defa ulting m u n i c i­

pality, and n e g o t i a t e  w i t h  creditors in order to assist the m u n i c i p a l­

ity in developing a plan for s a t isfac tion of the outstanding debt}

(2) direct a state agency h o l d i n g  m o n e y  on b e half of or 

payable to the defaulting m u n i c i p a l i t y  to pay the m o n e y  either to the 

commission for payment to creditors, or to the defaulting munici p a l i t y

CSHB 2 9 3 (C&RA)
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1 for d isposit ion as required u n d e r  an adopted plan;
i

2 (3) determine w h e t h e r  a p r o p o s e d  plan is fair and equitable

3 and w i t h i n  the abil ity of the defaulting  m u n i c i p a l i t y  to meet, and, if 

so, enter an order finding that it is fair, equitable, and w i t h i n  the 

ability of the muni ci p a l i t y  to meet}

(4) advise the defaultin g municipalf'cy to take the n e c e s­

sary steps to implement the plan*

(5) order the defaulting m u n i c i p a l i t y  to take the n e c e s s a r y  

steps to implement the plan if the m unici p a l i t y  fails to implement the 

p l a n  w i t h i n  30 days after rec eiving the advice of the commis s i o n  to 

implement the plan>

(6) require perio dic reports on the defaulting  m u n i c i p a l i­

t y’s financial affairs during the p eriod in w h i c h  the p l a n  i6 i m p l e­

mented}

(7) approve or reject the defaulting m u n i c i p a l i t y ' s  annual 

b udget ordinance during the period in w h i c h  the pla n is implemented;

(8) approve or reject the issuance of additional bonds,
I ,

notes, or other debt, w h e t h e r  short- or long-term, du ring the p e r i o d

in w h i c h  the plar} is implemented;
*#

(9) impound the books and records of a defaulting m u n i c i­

pality and assume full control of its financial affairs, incl uaiug the 

levying of taxes, expenditure of money, and adoption of budgets, if 

the m u n i c i p a l i t y  fails to implement a plan, or if, in the opinion of 

the commission, the defaulting m u n i c i p a l i t y  w i l l  default on a future 

debt service payment u n d e r  the p l a n  if the financial policies and

26 p r a c t i c e s ^ o f  the'municipal ity are not improved} and

(10) order a defaulting mun ici p a l i t y  to pay for the cost of 

developing and implementing a plan.

(b) The authority granted to the commission continues, w i t h

- 3 -  C S H B  2 9 3  (C&R A )
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respect to a defaulting municipality, until the commission is s a t­

isfied  that the defaulting m u n i c i p a l i t y  has p erformed or w i l l  p e r f o r m  

the duties r e q uired of it in the plan, and untii agreements m a d e  w i t h  

the defaulting mu nicipality' s creditors have been p e r f o r m e d  in 

accordance w i t h  the plan,

(c) The commission m a y  take all actions necessary to accom p l i s h  

the purposes of A S  29,47,300 - 29,47.590, including issuing subpoenas 

n e c e s s a r y  for the produc tion of documents and issuing orders. A  

superior court may, u p o n  application of the commission, compel o b e d i­

ence w i t h  a subpoena or order issued by the commission.

Sec. 29.47.520. N O TICE OF DEFAULT. (a) A  m u n i c i p a l i t y  shall 

give notice of default to the commissione r of communi ty and regional 

affairs w i t h i n  10 calendar days after actual know ledge of the default.

(b) A  creditor m a y  give n otic e to the commissioner of community 

and regional affairs any time after a default by a municipa lity.

(c) A m unici p a l i t y  m a y  request the assistance of the c om mission 

at any tirre before default if, in the j udgment of the municipality, 

a ssist a n c e  from the commission w i l l  assist the m u n i c i p a l i t y  in r e l i e v­

ing financial uistr ss.

Sec. 29.47.530. A C T I O N  UPON  R E C E I V I N G  NOTICE OF DEFAULT. The 

commissioner of co mmunity and regional affairs shall convene a m e et ing 

of the commission w i t h i n  15 days after the r e c eipt of a notice of d e­

fault, or of a request for assistance, u n d e r  AS 29.47.520. The d e­

faulting m u n i c i p a l i t y  shall be g iven notice of the meeting, and shall 

send aa authorized representative to the meeting to represent the 

defaulti ng mu nici p a l i t y  during the development of a plan under AS 29.-

47.510.

Sec. 29.47.540. L I M I T A T I O N  ON ACTIONS. - If a n o t i c e  of default 

or request for a s s i s t a n c e  has b e e n  pro vided by a m u n i c i p a l i t y  under  

CSHB 2 9 3 (C&RA) -4-



AS 29.47.520, a creditor of the m u n i c i p a l i t y  m a y  not file an action 

b a s e d  u p o n  the o utstandin g debt until 90 days after the first m e e t i n g  

of the co mmis s i o n  convened under  AS 29.47.530 to consider the matter, 

Sec. 29.47.550. PENALTY. A  m u n i c i p a l  official, employee, or 

agent w h o  k n o w i n g l y  viola t e s  a p r o v i s i o n  of a plan deve loped unde r 

AS 29.47.510 is g uilt y o f  a class C felony.

Sec. 29.47.560. B A N K R U P T C Y  PETITION. Nothin g in AS 29.47.500 -

29.47.590 limits or o t h e r w i s e  affects the au thority of a m u n i c i p a l i t y  

to file a p e t it ion in b a n k r u p t c y  u n d e r  11 U.S.C. 901 - 946.

Sec. 29.47.565. NO STATE O BLIGA T I O N  F O R  M U N I C I P A L  DEBTS. (a) 

Bonds issued b y  m u n i c i p a l i t i e s  are n o t  legal obligations or m o r a l  

obligations of the state.

(b) N o t h i n g  in AS 29.47.500 - 29.47.590 m a y  be c o n s t r u e d  to 

create liability on the part of the state for outsta n d i n g  iebts of a 

municipality. An action taken b y  the commis sion m a y  not be co>s trued 

as an a s sumption of liability or r e s p o n s i b i l i t y  b y  the states for 

ou tstanding  debts of a mu nicipality.

Sec. 29.47.570. APPLICATION. AS 29.47.500 - 29.47.590 applies 

to home rule and general law m u n i c i p a l i t i e s .

Sec. 29.47.590. DEFINITIONS. In AS 29.47.500 - 29.47.590

C D  ’‘comm i s s i o n’1 means the M u n i c i p a l  F i n a ncial Emergency 

Commissioni

(2) “cre d i t o r” means a p e r s o n  who has standing to bring an 

action for default on outst anding debt against the default ing m u n i c i­

pality}

(3) “de f a u l t” me a n s  the failure b y  a m u n i c i p a l i t y  to p a y  an 

i nstallment of p r i n c i p a l  or in terest on its o utsta nding debt, on or 

b e f o r e  the due date*

(4) “defaulting m u n i c i p a l i t y” means a m u n i c i p a l i t y  that has

-5- C SHB 2 9 3 (C&RA)
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defaulted, or that continues to b e  subject to the j u r i s d i c t i o n  of the 

c o m m i s s i o n  a.ter the implementation  o f  a plan uttder AS 29.47.510;

(5) "outstanding debt" m e a n s  revenue a n t i c i p a t i o n  notes, 

bo n d  anticipation  notes, general o b l i g a t i o n  b o n d s ; revenue bonds, or
' • v

r e f u n d i n g  bonds issued un der this chapter.

* Sec. 4. This Act takes effect isanediately in acc ordance w i t h  AS 01.- 

10.070(c).
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i i . o i . D 4 U .  A pplica tion  o f AS 11.81.600 —  11.81.630. AS 
11.81.600 —  11.81.630 apply only to th.s title. (§ 10 ch 166 SLA 1978)

NOTES TO D EC IS IO N S

S ta ted  in Neitzel v. Stp'-j, Ct. Add O d 
No |  W (Fde No. 62-,3,. 655 P ? f f ? £

Section
900. Definitions

Artic le 6. Definitions.

Sec. 11.81.900. Definitions, (a) For purposes of this title, unle. s the context requires otherwise,
(1) a person acts "intentionally" with rospect to a result described by 

a provision of law defining an offense when the person’s conscious 
uhicctive is to cause th a t result: when in. entionally causing a partic­
ular result is an element of an offense, tha t in tent need not be the person's only objective;

(2) a person acts "knowingly" with respect i  > conduct or to a circum­
stance described by a provision of law defining an offense when the 
pe' son is aware tha t the conduct is of th a t natu re or that the cimiDi­
stance exists: when knowledge of the existence of a particular fact is an  
element of an offense, th a t knowledge is established if a person is 
aware of a substantial p r o b a b i l i t y  of its existence, unless the person 
actually believes it does not exist; a person who is unaware of conduct 
or a circumstance of which the person would have been aware had th a t
person not been intoxicated acts knowingly w ith respect to tha t con­duct or circumstance;
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§ 11 .81.&00  Criminal L a w  § 11 .81.900
(3) a person acts "recklessly" with respect to a result or to a circum­

stance described by a provision of law defining an offense when the 
person is aware of and consciously disregards a substantial and 
unjustifiable risk tha t the result will occur or that the circumstanc i 
exilic; the risk must be of such a natu re and degree tha t disregard of 
it constitutes a gross deviation from the standard of conduct th a t a 
reasonable person would observe in the situation; a person who i3 
unaware of a risk of which the person would have been aware had that 
person not been intoxicated acts recklessly with respect to tha t risk;

(4) a person acts w ith "crim inal negligence” with respect to a result 
or to a circumstance described by a provision of law defining an offense 
when the person fails to perceive a substantial and unjustifiable risk 
that the result will occur or th a t the circumstance exists; the risk must 
be of such a natu re and degree that the failure to perceive it conotitutes 
a gross deviation from the standard of care that a reasonable person 
would observe in the situation.

(b) In th is title, unless otherwise specified or unless the context 
requires otherwise,

(1) "affirmative defense" means tha t
(A) some evidence must be admitted which places in  issue the 

defense; and
(B) the defendant has the burden of establishing the deLnse by a 

preponderance of the evidence;
(2) "benefit” means a present or future gain or advantage to tho 

beneficiary or to a third person purs'T.nt to the desire or consent of the 
beneficiary;

(3) "b rild ing”, in addition to u s usual meaning, includes anj 
propellea /chicle or structure adapted for overnight accommodation of 
persons or for carrying on business; when a building consists of sepa­
rate units, including apartm ent units, offices, or rented rooms, each 
unit is considered a separate building;

(4) "cannabis” has the meaning ascribed to it in AS I t . 71.900(10), 
(11), and (14);

(5) "conduct” means an act or omission and its accompanying mental 
state; ,

(6) "controlled substance” has the meaning ascribed to it in AS 
11.71.900(4);

(7) "correctional facility" means premises, or a portion of premises, 
used for the confinement of persons under official d e tu n tn i;

(8) "credit card” means any instrument or device, whether known as 
a credit card, credit plate, courtesy card, or identification card or by any 
other name, issued with or w ithout fee by an issuer for the  use of the 
cardholder in obtaining property or services on credit;

(9) "crime” means an offense for which a sentence of imprisonment 
is authorized; a crime is either a felony or a misdemeanor;
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§ 11.56.850 A l a s k a  S t a t u t e s § 11.56.850

(2) the defendant was in fact a public servant different than the one 
the defendant pretended to be.

(c) This section does not apply to a peace officer acting within the
scope and authority of the officer’s employment.

(d) Impersonating a public servant is a class B misdemeanor. (§ 6ch 
166 SLA 1978)

C ro s s  re fe re n c e s . —  For crim inal 
impersonation, see AS 11.‘16.570.

NOTES TO  D EC ISIO N S

F o r ense  c o n s tru in g  fo rm e r s ta tu te  No. 1430 (File No. 2-1331, 564 P.2d 365
c o n c e rn in g  im p e rso n a tin g  a p e n c e  (1977). 
o ffice r, see Larson v. State, Sup. Ct. Op.

C o lla te ra l re fe re n c e s . —  C rim inal In ten t as affecting ofTcnse of false 
responsib ility of one aid ing nnd abe tting  personation, 97 AI.R 1510. 
the  offense of false personation, 5 ALR 
784; 74 ALR 1110; 131 ALR 1322.

Article 6. A buse  of Public  Office.
S ec tio n
850. OfTicinl m isconduct
860. M isuse of confidential information

C o lla te ra l re fe ren c e s . —  63 Am. Ju r. 
2d, Public Officers and Employees. 
§& 346-359.

67 C.J.S., Officers, §5 120-126, 255-263.
Infamous crime or one involving moral 

tu rp itu de  con stitu ting disqualification to 
hold public ofTice, 52 ALR2d 1314.

OfTicinl oppression, what constitutes of­
fense rf, 83 ALR2d 1007.

Personal liab ility  of policeman, sheriff, 
or s im ila r peace officer or his bond, for 
inji.ry suffered as a resu lt of failure to 
enforce law or a rrest law breaker, ■fl 
ALR3d 700.

Removal o f public ofTicer for m iscinduct 
during previous term, 42 ALR3d 69/.

Validity and construction of sta tu te  
authorizing grand ju ry  to subm it report 
concerning public servan t's noncrim inal 
misconduct, 63 ALR3d 586.

Sexual misconduct or irregu larity  as 
amounting to "conduct unbecoming on 
officer," justify ing officer’s demotion or 
removal or suspension fi-om duty, 9 
ALR4th 614.

Sec. 11.56.850. Official m isconduct, (a) A public servant commits 
the crime of official misconduct if, with in*ent to obtain a benefit or to 
iryure or deprive another person of a benefit, the public servant

(1) performs an act relating to the public servant’s office but 
constituting an unauthorized exercise of the public servant’s official 
functions, knowing tha t that act is unauthorized; or
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C r i m i n a l  L a w

Publ ic way, whether because tha t person had not assumed office, lac ked ju ris­
diction, or for any other reason.

(c) Bribery is a class B felony. ('§, 6 ch 166 SLA 1978)
Sec. 11.56.110. Receiv ing a bribe, (a) A public servant commits 

the crime of receiving a bribe if the public servant
(1) solicits a benefit with the intent that the public servant’s vote, 

opinion, judgment, action, decision, or exercise of discretion as a public 
servant will be influenced; or

(2) accepts or agrees to accept a benefit upon an agreement or 
understanding that the public servant’s vote, opinion, judgment, 
action, decision, or exercise of discretion as a public servant will be 
influenced.

(b) Receiving a bribe is a class B felony. I§ 6 ch 166 SLA 1978)
Sec. 11.56.120. Receiving un law fu l g ra tu ities, fa) A public 

servant commits the crime of receiving unlawful gratu ities if, for 
having engaged in an official act which was required or authorized and 
for which the public servant was not entitled to any special or addi­
tional compensation, the public servant

(1) solicits a benefit, regardless of value; or
(2) accepts or agrees to accept a benefit having a value of $50 or 

more.
(b) Receiving unlawful gratu ities is a class A misdemeanor. (§ 6 ch 

166 SLA 1978)
Sec. 11.56.130. Definition. In AS 11.56.100—  11.56.130, "benefit” 

has the meaning ascribed to it in AS 11.81.900 but does not include
(1) political campaign contributions reported in accordance with AS 

15.13;
(2) concurrence in official action in the cause of legitimate compro­

mise between public servants' )r
(3) support, including a vote, solicited by a public servant or offered 

by any person in an election. (§ 6 ch 166 SLA 1978)

Kratuities

imniit bribery or offer 
1397.

is truc tion  of s ta tu tes 
ial bribery, 1 ALR3d

ly of corporation for 
facy to bribe public 
274.
: official w ith meals,
■ receipt of such bene- 
■LR.'ld 1231. 
if bribery ns affected 
of s ta te  public officer 
:3d 374.
s ta tu te  prohibiting 
contract to person or 
■iously convicted of 
to bribe s ta te  puV.it: 

1202.
olfense under 18 

living, offering, or 
public official, as 
Iter is not corrupted 
be, or object of bribe 
M.R Fed. 930.

C ro ss  re fe re n c e s . —  For definition of 
term s used in this Utle, see AS 11.81.900.

A rticle 2. P e rju ry  and  R ela ted  Offense t.
S ec tio n  S ec tio n
200. Perjury 230. Perjury by inconsistent sta tem ents
210. Unsworn falsification 235. Retraction as a defense
220. Proof of gu ilt 240. Definitionsrime o.f brioery 

'a hcrefit upon 
servant’s vote, 
al discretion, 
•fense that the 
in the desired



C r im in a l  L aw

order to prove the  crim e of perjury, to 
estab lish th a t the m a tte r concerning 
which w illfully false testimony under oath 
was given was m aterial to an issue before 
th e  court. Beckley v. State, Sup. Ct. Op. 
No. 490 (File No. 887), 443 P.2d 51 (1968); 
Nelson v. State, Sup. Ct. Op. No. 1237 (File 
No. 2459), 546 P.2d 592 (1976).

A dm iss ib ility  o f  illega lly  se ized  ev i­
d en ce . —  Under the exception to the 
exclusionary ru le  for illegally seized evi­
dence in crim inal prosecutions in Evid. R. 
412(2), illegally seized evidence may be 
used in perjury prosecutions, un less the 
police m isconduct amounts to n flag ran t or 
egregious invasion of personal rights. 
W ortham  v. S ta te, Sup. Ct. Op. No. 2697 
(File No. 5459), 657 P.2d 856 (1983).

Given the absence of flagran t police m is­
conduct in recording the  conversation be­
tween defendant and the undercover police 
agent, pursuan t to the provisions of Evid. 
R. 412(2), the transcrip t of the tape 
recording was adm issible in the perjury 
prosecution of defendant. Wortham v. 
Slate, Sup. Ct. Op. No. 2697 (File No. 
5459), 657 P.2d 856(1983).

Q uoted  in Bovlcs v. S ta te . Ct. App Op. 
No. 103 (File No. 5667). 617 P 2d 1113 
(1982).

C ited  in Hoover v. S ta le, Cl App. Op. 
No. 73 (File No. 6223), (Ml I* 2d 1263 
(1982).

m n c  as contempt.

rv p i} ments. pt-r. 
•pplication for or

■••cause of party’s 
i of evidence. 1 1

:tc> to give or to 
’her evidence,

‘ vtcd by lack of 
rnment body

: « a s  given. 36

Sec. 11.56.210. U nsw orn falsification, (a) A person co-limits the 
crime of unsworn falsification if, with the intent to mislead a public 
servant in the performance of a duty, the person submits a false written 
or recorded statem ent which the person does not believe to be true

(1) in an application for a benefit; or
(2) on a form bearing notice, authorized by law, that false 

statem ents made in it are punishable.
(b) Unsworn falsification is a class A misdemeanor. (8 6 ch 166 SLA 

1978)
Sec. 11.56.220. P ro o f o f guilt. In a prosecution for perjury or 

unsworn falsification it is not necessary that proof be made by a partic­
u lar number of witnesses or by documentary or other type of evidence. 
(§ 6 ch 166 SLA 1978)

f peijury 
does not

that
dence; or 
irregular

NOTES TO DECISIONS

E d ito r 's  no tes . —  The case cited in the 
notes below was decided under former AS 
11.30.010.

R eq u ire d  p roo f. —  To be guilty of pe r­
jury, it was necessary under former law to 
prove tha t a person under oath  willfully 
and falsely swore. Nelson v. Stale, Sup. Ct. 
Op. No. 1237 (File No. 2459), 546 P.2d 592 
(1976).

O ne cou ld  n o t h e  conv ic ted  o f p e r ­
ju ry  o n  th e  u n c o r ro b o ra te d  te s tim ony  
o f o n e  w itn e ss  under former law. Nelson 
v. S ta te, Sup. Ct. Op. No. 1237 (File No. 
2459), 546 P.2d 592 (1976).

T e s tim ony  o f  p e r ju ry  h a d  to be  
c o r ro b o ra te d  b y  o th e r  ev idence , e ither 
d irect o r circum stan tia l. Nelson v. State,

Sup. Ct. Op. No. 1237 (Fib.* No. 2459). 546 
P.2d 592 (1976).

T h e  p u rp o se  o f su ch  a ru le  was to 
prevent ill-founded re ta lia tory uttacks by 
perjury prosecution upon a w itness based 
on no more than the con trary oath of a n ­
other. Nelson v. State, Sup. Ct. Op. No. 
1237 (File No. 2459), 546 ?.2d 592 (1976).

W hut w as c o rro b o ra tiv e  fividencc- —  
In order to be corroborative, evidence l.ad 
to induce a rational belief th a t what the 
w itness said was true. Nelson v. State, 
Sup. Cl. Op. No. 1237 (File No. 2159), 546 
I’.2d 592 (1976!.

S u ffic iency  o f  ev idence . —  See N eVm  
v. S tate, Sup. Ct. Op. No. 1237 (File }!a. 
2459), 546 P.2d 592 (1976).

p e rju ry
Sup. Ct. 
P.2d 51 
Op No. 
2( 1976i.
tv crime 

.mplete if 
r i  to any 
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State. 
" T \  443 
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§ 11.56.705 A l a s k a  S t a t u t e s 5 11 56.720
W hat constitu tes obstructing or 

resisting an officer, in the  absence of 
actual force, 44 ALR3d 1018.

Sec. 11.56.705. H arm ing  a po lice dog in the firs t degree, (a) A 
person commits the crime of harm ing a police dog in the first degree if 
the person intentionally kills or causes serious physical injury to a 
police dog, knowing the dog to be a police dog.

(b) Harm ing a police dog in the first degree is a class C felony. (§ 1 
ch 54 SLA 1983)

Sec. 11.56.710. H arm ing  a po lice dog in the second degree, (a) 
A person commits the crime of harm ing a police dog in Ihe second 
degree if the person intentionally causes physical injury to or, without 
causing physical injury to, torments, kicks, strikes, stones, or tampers 
with a police dog, knowing the dog to be a police dog.

(b) Harm ing a police dog in the second degree is a class A misde­
meanor. (§ 1 ch 54 SLA 1983)

Sec. 11.56.715. D efense to h a rm ing  a police dog. It is a defense 
to a prosecution under AS 11.56.705 or AS 11.56.710 tha t the conduct 
of the defendant

(1) conformed to accepted veterinary practice; or
(2' was in response to a direct attack on the defendant by a police dog 

not acting under the control of a peace officer. (§ 1 ch 54 SLA 1983)
Sec. 11.56.720. R efusing  to a ss is t a peace officer o r jud ic ia l 

officer, (a) A person commits the ofTense of refusing to assist a peace 
officer or judicial officer if, upon a request, command, or order by 
someone the person knows to be a peace officer or judicia1 officer, that 
person unreasonably fails to make a good faith effort to physically 
assist the officer in the exercise of official duties.

(b) \  person who, w ithout expecting compensation, assists a person 
in accordance with this section is not liable for civil damages as a result 
of an act or omission in rendering tha t assistance. This subsection does 
not preclude liability for civil damages as a result of reckless, wilful, 
wanton, or intentional misconduct.

(c) Refusing to assist a peace officer or judicial officer is a violation. 
(§ 6 ch 166 SLA 1978)

N OTES TO DEC ISIONS

F o r en se  c o n s tru in g  fo rm e r AS
11.30.200, concerning neglect or refusal to 
aid an oflicer, see Larson v. S tate, Sup. Ct.

Op. No. 1430 (File No. 2433b 561 P.2d 365 
(1S77).
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to action by Federal Trade 
65 AI,K2d 225. 
class actions based on fraud 
ntation, 53 AI.R3d 534. 
Ivnte action under s ta te  con- 
lion act. 62 AI.R3d 169. 
fci-mptions of s la te  deceptive 
!• and consumer protection 
Id 399.

)f n p rope lled  vehi-
escntation of use of a 
rson, the person sells, 
elled vehicle knowing 
ps been disconnected, 
[tance traveled by the

Colla te r a l  re fe re n c e s . —  Rule denying R ight of credito r to recover damages for
recovery of property to one who conveyed conspiracy to defraud him  of claim, 11
to defraud creditors as applicable where ALH4th 345. 
the cluiin which m otivated the conveyance 
was never established, 6 ALR4th 862.Z device means any 

lobhsmeter, or other 
py the vehicle or the A rtic le 6. G enera l P rov isions.

Sec tion  S ec tion
980. Del.e 'minntion of value; aggregation 985. Deceiving a machine

r f  amounts 990. Definitions
le is a class A misde

[person commits the Sec. 11.46.980. D ete rm ina tion  of value; agg rega tion  of 
am ounts, (a) In this chapter, whenever it is necessary to determine the 
value of property, th a t value is the m arket value of the property a t the 
time and place of the crime unless otherwise specified or, if the market 
value cannot reasonably be ascertained, the cost of replacement of the 
property within a reasonable time after the crime.

interest, the person 
security interest to

nsfers, or otherwise 
nforcement of th a t

111 or provide property or 
Ic- the advertised property

Id;
hsonnbly expected public 
Jin the advertisement; or

disclosure in labeling 
Ished commercial usage;

xluct, though otherwise

misdemeanor. (§ 4 ch

§ 11 .46.980 C r im in a l  L a w § 11.46.980
(2) the person destroys, removes, conceals, encumbers, transfers, or 

otherwise deals with the person’s property with intent to defraud an 
existing judgment creditor; or

(3) knowing th a t proceedings have been or are about to be instituted 
for the appointment of an adm inistrator or th a t a composition 
agreement or o ther arrangement for the benefit of creditors has been 
made or is about to be made, the person, with intent to defraud any 
creditor,

(A) destroys, removes, conceals, encumbers, transfers, or otherwise 
disposes of any part of or interest in the debtor’s estate;

(B) obtains a substantial part of or interest in the debtor’s estate;
(Cl presents to any creditor or to the adm inistrator a writing or

record relating to the debtor’s estate knowing that it contains a false 
statement; or

(D) misrepresents or fails to disclose to the adm inistrator the exis­
tence, amount, or location of any part of or interest in the debtor’s 
estate or any information which th a t person is) legally requited to 
furnish to the adm inistrator.

(b) As used in this section, "adm inistrator" rntmns an assignee or 
trustee for the benefit of creditors, a liquidator, a receiver, or any other 
person entitled to adm inister property for the benefit of creditors.

(c) Defrauding creditors is a class A misdemeanor unless tha t 
secured party, judgment creditor, or creditor incurs a pecuniary loss of 
$500 or more as a result to the defendant’s conduct, in which case 
defrauding secured creditors is

(1)a class B felony if the loss is $25,000 or more;
(2) a class C felony if the loss is $500 or more but less than $25,000. 

(§ 4 ch 166 SLA 1978)



A laska S tatutes § 11.46.730

(2) "false statem ent” means an offer to sell or provide property or 
services made with intent not to sell or provide the advertised property 
or services

(A) a t the price or of the quality advertised;
(B) in a quantity sufficient to meet the reasonably expected public 

demand unless quantity is specifically stated in the advertisement; or
(C) a t all;
(3) "mislabeled" means
(A) varying from the standard of tru th  or disclosure in labeling 

prescribed by law or, if none, as set by established commercial usage; 
or

(B) represented as being 'mother person’s product, though otherwise 
labeled accurately as to quality and quantity.

(c) Deceptive business practices is a class A misdemeanor. (8 4 ch 
166 SLA 1978)

C o lla te ra l re fe re n c e s . —  False rep­
resen ta tions in business transac tion  ob 
w ithin s ta tu te  re la ting  to "confidence 
game," 9 ALR .1527; 5G ALR 727.

Validity, construction, and application 
of s ta tu te s or ordinances directed aga inst 
false or fraudulen t s ta te r r .n U  in adver­
tisements, 89 ALR 1004.

What constitu tes false, m isleading, or 
cV eptive advertising or promotional prac­

tices subject to action by Federal Trade 
Commission, G5 ALR2d 225.

Consumer class actions based on fraud 
or m isrepresentation, 53 ALR3d 5.14.

Right to private nction under bints con­
sum er protection act, 62 Al.R3d 169.

Scope and exemptions of s ta te  decep'ive 
trade practice and consumer protect) m 
acts, 89 ALR3d 399.

Sue. 11.46.720. M isrep re sen ta tio n  of use of a p ropelled  veh i­
cle. (a) A person commits the crime of misrepresentation of use of a 
propelled vehicle if, with in tent to deceive any person, the person sells, 
leases, or offers or exposes for sale or lease a propelled vehicle knowing 
th a t a usage registering device on the vehicle has been disconnected, 
adjusted, nr replaced so as to misrepresent the distance traveled by the 
vehicle or the hours of engine use.

(b) As used in this section, "usage registering device” means any 
odometer, speedometer, recording tachometer, hobbsmeter, or other 
instrum ent th a t registers the distance traveled by the vehicle or the 
hours of engine use.

(c) Misrepresentation of use of a propelled vehicle is a class A misde­
meanor. (§ 4 ch 166 SLA 1978)

Sec. 11.46.730. D efraud ing  cred ito rs, (a) A person commits the 
crime of defrauding creditors if

(1) knowing th a t property is subject to ?. security interest, the person
(A) with in tent to defraud, fails to disclose that security interest to 

a buyer of th a t property; or
(B) destroys, removes, conceals, encumbers, transfers, or otherwise 

deals with that property with intent to hinder enforcement of that 
security interest;



BILL SHEFFIELD, GOVERNOR

DEPARTMENT OF LAW
O FF IC E  O F  THE A TTO RN EY  GENERAL

M a r c h  21, 1986

H o n o rable Peter Goll, Chairman 
House C&RA Committee 
A l a s k a  State L egisl ature 
P.O. Box V 
Juneau, A K  99811

Re: HB 293, establishin g a M u n i c i­
pal Financial Emergency C o m­
mission
Our file: 66-3-86-0405

Dear Representativ e Goll:

By m e m o r a n d u m  of M a r c h  18, 1986, you raised a series of 
questions relating to HB 293, a bill which proposes the e s t a b­
lishment of a M u n i c i p a l  F inancial Emergency Commission to assist 
munici p a l i t i e s  in default on b ond ed indebtedness. Mr. Bob Berry  
of your staff r e q u es ted a response to those inquiries before ycur 
Friday, M a r c h  21, 1986 comm ittee hearing. In the limited time 
available, our resp onse to your thj.rd and fourth questions are 
stated in prelim i n a r y  form.

Y o u  first ask w h e t h e r  the powers of the pro posed c o m­
mi s s i o n  are consistent w i t h  the "home rule" principles set out in 
article X  of the A l a s k a  Constitution. We considered the issue at 
length in drafting this measure. As you know, the bill empowers 
the commission w i t h  b r o a d  supervisorial re sponsibilities in the 
extrao r d i n a r y  event of m u n i c i p a l  default. While we are aware of 
no court w h i c h  has di rec t l y  addressed the question of the extent 
to w h i c h  a state a g ency m a y  assume control of the financial a f­
fairs of a m u n i c i p a l i t y  in default, we believe the p r o p o s e d  
powers are consistent w i t h  article X  of the Alaska Constitution. 
See genera lly J o h n s o n  v. C itv of F a i r b a n k s , 583 P . 2d 181 (Alaska 
1978); Jef ferson v. S t a t e , "527 P . 2d 37 (Alaska 1974). A  s i g n i f i­
cant factor in support o7 this conclusion, we believe, is that 
state fiujal intrusion is c onditi oned upon the e x t r a o r d i n a r y  i n­
stance of m u n i c i p a l  default -- an occurrence which, as n o t e d  in 
the p r o p o s e d  legislative findings, m a y  h arbo r p r o found r e p e r c u s­
sions to the state and to other neighborin g municipalities.

REPLY TO:

□ 1031 W 4th A VENUE 
SUITE 200
ANCHORAGE. ALASKA 99501 
PHONE: 19071 276-3550

□ 1st NATIONAL CENTER 
100 CUSHMAN ST.
SUITE 400
FAIRBANKS. ALASKA 99701 
PHONE: 19071 452-1568

UZWUCH K - STATE CAPITOL 
JUNEAU. ALASKA 99811 
PHONE: (907) 465-3600
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You also ask, "Does the state incur obligation for m u ­
nicipal b o n d e d  indebtedness by adopting the active role set out 
in H B  293?" We b e lieve the clear answer is that the state does 
not incur any such legal obligation. Whethe r the state elects to 
assist a m u n i c i p a l i t y  to meet any o u tstanding debt obligations 
will derive e x c l u s i v e l y  from policy considerations, not any legal 
obligations i m p l i c i t l y  assumed through active debt m a n a g e m e n t  
oversight.

The m o s t  difficult inquiry concerns whether p r o p o n e d  
section 29.58.440 m o d ifies Rule 62 of the A la ska Rules of Civil 
Procedure and Administration. As you know, article IV, section 
15 o f  the A la ska Consti t u t i o n  commits to the A l a s k a  Supreme Court 
rule-making a u t h ority for judicial proceedings, subject to l e g i s­
lative change by two-thirds vote of each body of the legislature. 
Amendment of a court rule by legislative enactment, however, will 
not be implied, and m a y  be accompli shed only where the enactment 
specifically states an intent to m o d i f y  a court rule. Leege v. 
M a r t i n , 379 P . 2d 447 (Alaska 1963). Civil Rule 62 states, with- 
out re ference to any time l i m i t a t i o n s , th~ c o u r t s ' inherent a u­
thority to exten d injunctive  relief. To v.ae extent that propo s e d  
section 29.58.440 is p e r c e i v e d  as a proce d u r a l  restri c t i o n  of the 
court's authority u n d e r  Civil Rule 62, we do not believe that the 
bill states the intent to m o d i f y  a court rule w i t h  the requisite 
specificity to e f f e c t u a t e  an amendment of e s tablishe d judicial 
procedures. In p r e s e n t  form, therefore, a court w o u l d  consider 
the legislative directive, but w o u l d  not likely v i e w  itself as 
bound by the m a n d a t o r y  stay provision. If the committee elects 
to mo re s p e cif ically address this matter, we w o u l d  be h a p p y  to 
provide further assistance.

You finally ask w h et her there is a conflict w i t h  f e d e r­
al bank ru p t c y  law. P r o p o s e d  section 29.58.450 expre ssly r e c o g­
nizes the a u t h o r i t y  o f  a m u n i c i p a l i t y  to file a p e t i t i o n  in b a n k­
ruptcy under 11 U.S.C. §$ 901 -- 946. Quite fortunately, Alaska 
has not as yet c o n f r o n t e d  the unique legal considerat ions w hich 
arise where a s o v e re ign political s ubdivision  1 "les a p e t i t i o n  in 
bankruptcy. Withou t ad dres s i n g  the respective procedures under 
federal b a n k 1, -tcy law and HB 293, it is our u n d e r s t a n d i n g  that 
federal banki.^ cy courts have extended su bstantial deference to 
"work-out" p roc edures p r o v i d e d  for u n d e r  state law. Ultimately, 
of couise, any i r r e c oncil able procedural conflicts w i l l  be r e­
solved in favor o f  the federal bankru p t c y  procedures.

If you r e q u i r e  further r e v i e w  of the issues r a i s e d  in
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your M a r c h  18, 1986 memorandum, please contact me at your e a r l i­
est convenience.

Sincerely yours,

HAROLD  M. B R O W N  
AT T O R N E Y  GENER AL

rbnathan B. Rub ini 
Ass-istant A t t o r n e y  General

JBR/pjg

cc: Hon. M a r y  Nordale, Commissioner
Depart m e n t  of Revenue

Art Peter; on, Asst. A t t o r n e y  General 
Le g i s l a t i o n  and Regulations Section 
Depart ment of L a w  - Juneau



A m e n d m e n t  to 
H B  293

P a g e  1, l i n e s  23 - 25:

d e l e t e  s u b s e c t i o n  3 a n d  r e l a b e l  s u b s e c t i o n  4 as 
s u b s e c t i o n  3

P a g e  5, a f t e r  l i n e  9: i n s e r t

S e c .  2 9 . 5 8 . 4 7 0 .  B O N D S  N O T  S T A T E  O B L I G A T I O N S .  B o n d s  
i s s u e d  b y  m u n i c i p a l i t i e s  a r e  n o t  l e g a l  or m o r a l  
o b l i g a t i o n s  of t h e  s t a t e .
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Winners and losers
The unexpected timing and magnitude of the recent 
oil price plunge to near $15 a barrel indicates that 
future prices will settle at levels lower than earlier 
projected. This scenario has negative implications 
for certain oil producers’ debt ratings and positive 
implications for oil consumers' ratings. Analyses of 
individual credits within those broad categories re­
veals the following:

— Financially strong oil companies, both in the 
U.S. and abroad, will emerge from the price wars 
without deep scars.

— Some poorly capitalized oil producers may de­
clare bankruptcy or sell off assets. Oil service com­
panies' five-year struggle will be prolonged. Ratings 
of 13 oil-related companies are placed on Credit- 
Watch with negative implications (see pages 7-10).

— Transportation companies' fuel costs are be­
ing pared. This could have a backlash effect on air­
lines. Lower oil prices reduce the need to retire 
older airplanes, generating excess capacity and un­
stable pricing in future years.

— Electric utilities that burn oil will benefit. How­
ever, since natural gas or coal is still more economi­
cal, benefits will be limited.

— State and local governments in oil-dominated 
areas face short-term fiscal pressures and long­
term revenue shortfalls as hard-hit oil producers pay 
less taxes and cut employment. Canvasing the re­
gions. Alaska has the fewest worries, Oklahoma 
has the most.

— Mun cipalities face reduced water and sewer 
revenues as oil-dependent industries reduce utili­
ties' purchases.

IN T H I B  I S S U E

Winners and lose rs   .................................Cover
Oil industry's near-term ou tlook ..............................  2
Transportation's costs trim m ed..............................  3
State and local government pressures................... 3
Limited impact tor municipal u tilities........................ 4
Regional banks vulnerable.......................................  4
Debtor nations'costs and benefits.......................... 5

— Loan losses at regional banks in Texas, Okla­
homa, and Louisiana rise. Money center banks’ ex­
posures to oil-producing debtor nations thre iten 
earnings quality and stability.

— Among the oil-producing nations, sor:.a major

debtors, especially Mexico, are vulnerable. United 
Kingdom and Norway will also suffer, but have 
stronger fundamental positions.

-O il-consum ing  nations, both industrial and de­
veloping, will be better off as import bills are re­
duced. This frees up resources, boosts trade, and 
enhances long-term growth worldwide.

The following sector-by-sector analyses discuss 
the far-reaching effects that the oil price situation 
has on a broad array of credits.

P A G E S  2-12

Rated non-U.S. governments face adjustments  5
Companies outside of North America stab le  6

Credi tWatch
$7 billion of oil-related debt involving

13 companies on CreditW atch.....................  7 -10
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Oil industry’s near-term outlook
Most directly impacted is the oil industry. Because ol the ex­
pected sustained penod ol weak oil puces. S&P is adding 13 
companies to CredilWalcn with negative implications (see 
pages /- JO) They are characterized by aggressively leveraged 
structures, uncertain cash How prospects, or both 
Near-term outlook is bleak With continued weak demand, 

overproduction by the Organization ol Petroleum Exporting 
Ccunines (OPEC i -d the rise ol netback pricing, much ol Ihe 
market's discipline gone. Over Ihe longer term, lower oil 
price:- wid translate into diminished supplies, somewhat quicker 
pickup in demand, and renewed dependence on higher-risk for­
eign sources Ultimately, supply overhangs will disappear and 
prices will use relatively rapidly 
Maior on companies that have conserved financial strength, 

notably Exxon Corp. and Amoco Corp., should be able to ride 
out this difficult period. These companies have been successful 
explorers and enjoy relatively low-cost reserves In fact, they 
may be able to capitalize on the travails of sister companies 
that may seek to raise cash with asset sales. Others, while not 
enioymg the same financial strength, are notable for their strong 
levels of cash How. Reported earnings may drop substantially 
due to weaker cil prices. But cash llow will be much less af- 
lected due. in part, to the capital, intensive nature of the indus­
try and the lax environment In which it operates.

Oil companies' ratings profile
S*«o r 6 *6 1 ratine* *

12

11
10 10

0 9

panies with refining and marketing operations may benefit as 
crude costs drop quicker than product prices, leading to con­
tinued strength in margins. However, netback pricing deals will 
mean that some of this potential benefit will not be realized by 
the companies. In addition, these companies are not immune to 
market developments.
Lower prices will probably be felt first by poorly capitalized 

oil and gas companies that have been hoping for a turnaround 
in prices. Clearly, this will not occur, and more bankruptcies, li­
quidations, and asset sales can be expected. Companies that 
were relatively unsuccessful explorers will experience the same 
fate. Ratings for many of these were downgraded over the last 
lew years, but further reductions are probable.

Compan .s that have undergone major restructuring pro­
grams m recent years, either thiough recapitalizations or major 
purchases, would appear to be extremely vulnerable to the 
price drop. However, many of them also have been aggres­
sively reducing their debt with asset sales and other programs 
that conserve and raise cash. S&P has been analyzing compa­
nies' exposure to low prices for well over a year and has been 
incorporating these evaluations into ratings. Many companies 
stui have some flexibility to respond to the falling prices. Com- SotFCt tw>— Tool Co.

, 5 0 0

10bo 1975 I T6 I Tr I 711 I 78 I no I 81

Rotary rigs operating in U.S.

U.S. oil industry ratings actions
First quarter Second quatlei Thud quarter Fourlh quarter

Down UP Down Up Down Up Down Up Down
‘ 556 4 0 — — — _ — — —
'555 ........ 4 t 6 t 4 0 3 1 17

............................ 3 2 10 3 1 0 I 2 14
' rs 3 7 1 3 0 2 0 6 2 18
!5sZ ............................. 4 0 0 0 3  0 8 t 15
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Oil company operational comparisons'*
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The first prominent casualty of the January price drop was 
Global Marine Inc.. which filed a Chapter 11 bankruptcy peiilion 
on Jan. 27. This major offshore drilling contractor aggressively 
expanded its fleet in the early 1980s in the expectation of a 
quick turnaround. Oil service companies are entering Ihe fifth 
year of weak activity. While many of them have downsized and 
taken other steps to cope, Ihey are vulnerable to the sustained 
cutbacks in oil companies' drilling and exploration expenditures. 
Allhough oil service companies' ratings have gone through sev­
eral rounds ol reductions, lurther action cannot be precluded

Jacob L Schlanger 
(212)208- 1619

Transportation’s costs trimmed
Declining oil prices will immediately improve airline operating 
profits, partially offsetting the recent deterioration caused by 
fare competition. As a percent of airline operating costs, fuel 
peaked at 27%-28% in 1981 before starting its retreat to the 
current 20% area. If oil prices continue to drop, S&P expects a 
further decline in this percentage Over the long run, hc r-’ever, 
cheaper oil could have an adverse effect because it Ci cates Ihe 
potential for excess capacity. When fuel was $1.25 a gallon, 
most airlines considered retiring Boeing 727 aircraft. Now that 
Ihe commodity is at SO.75 or lower, there is less pressure to re­
tire such planes. The resulting excess capacity will spawn an 
unstable price environment as new aircraft deliveries add to, 
rather than replace, current capacity.

In the ra ilroad industry, the effect of fuel price decreases will 
be less noticeable. Certain types of traffic, bulk commodities in 
particular, could benefit from lower costs. Carriers that are 
more competitive with truckers may be less affected because 
rates are likely to change more quickly. It is unlikely that a drop 
in prices will have a meaningful affect on locomotive supplies, 
because for the past several years the industry has had excess 
capacity due to better utilization.

T.S. Hyland 
(212)208-1572

State and local government pressures
Dramatic declines in spot market prices pose questions per­
taining to the creditworthiness ol oil-based state and municipal 
entities, as well as revenue-supported municipal utilities' proj­
ects Credit implications extend not only to immediate fiscal 
pressures, but also to long-term revenue raising capabilities and 
some serious economic effects.

State and local governments in such oil-dominated areas as 
Texas, Louisiana, Oklahoma. New Mexico, and Alaska may ex­
perience fiscal and economic pressures. In Texas, a $1 drop in 
the price ol a barrel ol oil is estimated to equal $100 million of 
the state’s annual revenues, or approximately 6.1% of 1985’s 
total revenues. Total personal income could decline by 1%-2%, 
with about 25,000 jobs at stake. Hardest hit over the long term 
would be local government ui .ts, especially school districts, that 
derive a significant portion of revenues from ad valorem taxes 
on large oil reserves and/or from companies and faciiities that 
are in the minerals extraction business. Similarly affected would 
be localities that depend upon oil service and support compa­
nies that provide ad valorem tax payments and support employ­
ment and personal income levels

Many of the same implications hold for Louisiana and its lo­
cal entities. A $1 decline per barrel of oil causes annual state 
severance tax revenues to decline by approximately $23 million, 
oil royalty revenues to drop by $5 million, and corporate and in­

dividual income taxes to fall by $27 million. The mineral re­
source and several ice tax revenues alone represent about 22% 
of general fund revenues.

In Alaska, where state severance taxes amount to 43% of 
total unrestricted revenues and total petroleum revenues 
amount to 86% of revenues, Ihe state treasury stands to lose 
$150 million per year lor each $1 per-barrel drop. However, the 
state's revenue forecasts are already based on very low per- 
barrel wellhead prices of $13.78 for fisaal 1987 and $12.46 lor 
fiscal 1988. In North Slope Borough, where 50% of revenues 
ai e derived from ad valorem faxes levied on oil-relaled proper­
ties, the immediate- and long-term effects appear -egligible.
The overwhelming majority of these revenues are derived from 
taxes on real property of mineral extraction companies and not 
on oil reserve values, per-barrel price, or production volume. A 
recent borough-sponsored study suggests that even at an aver­
age world price ol $15 per barrel, all the borough's processes, 
services, and activities would continue at scheduled levels.

The effects may be the most severe in Oklahoma. Approxi­
mately 25% of stale revenues are derived from taxes on the oil 
and gas industry. The state's oil industry is dominated by small 
independent producers working marginally profitable and pro­
ductive wells. Severe price declines may force many producers

(continued on next page)
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D E B T  M A N A G E M E N T  P L A N  

G o v e r n o r  Bill S h e f f i e l d

T h r o u g h  c a r e f u l  m a n a g e m e n t , t h e  S t a t e  o f  A l a s k a  h a s  m a i n t a i n e d  

t h e  b e s t  c r e d i t  r a t i n g  w e ' v e  e v e r  had. T h a t  A A  r a t i n g ,  i n  turn, 

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

m e n t  g r a d e  r a t i n g s  as w e l l .  T h i s  g o o d  c r e d i t  r a t i n g  t r a n s l a t e s  

i n t o  l o w e r  p r o p e r t y  t a x e s  f o r  A l a s k a n s .

W i t h  d r o p p i n g  w o r l d  o i l  p r i c e s ,  h o w e v e r ,  A l a s k a ' s  a n n u a l  d e b t  

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

So, I h a v e  a s k e d  t h e  14 t h  A l a s k a  L e g i s l a t u r e  to a p p r o v e  a p a c k a g e  

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

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

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

b u t  as; a p a c k a g e  t h e y  a r e  v i t a l  t o  t h e  c o n t i n u e d  f i n a n c i a l  h e a l t h  

c f  A l a s k a .  I e n c o u r a g e  y o u  t o  r e a d  t h e  e n c l o s e d  i n f o r m a t i o n .

In s h o r t ,  t h e  d e b t  m a n a g e m e n t  p l a n  1 h a v e  p l a c e d  b e f o r e  t h e  

A l a s k a  L e g i s l a t u r e  v/ill k e e p  t h e  c o m m i t m e n t s  v o t e r s  h a v e  m a d e  to 

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

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

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

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

r a t i n g .



Debt Management Plan

"We've borrowed a considerable amount of money to help build Alaska. 
We can manage tha'i debt, but it takes planning...lest that debt manage us 
in the future."

G o v e r n o r  Bill Shef f ie ld  

January 14, 1986



D E B T  M A N A G E M E N T  P L A N

A n  O v e r v i e w

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

i s s u e r s  i n  A l a s k a  c o u l d  b e  in j e c L ,Jy. R i g h t  n o w  t h e  S t a t e  h a s  

a n  £ A  r a t i n g ,  t h e  h i g h e s t  i t ' s  e v e r  ha d ,  a n d  a l l  i s s u e r s  w i t h i n  

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

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

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

c a n n o t  c o n t r o l  t h e  p r i c e  o f  oil. W h a t  w e  c a n  a n d  m u s t  c o n t r o l  is 

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

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

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

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

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

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

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

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

c o n t r o l  c f  t h e  S t a t e  B o n d  C o m m i t t e e .  It is t h i s  t o t a l  o f  S t a t e  

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

the S t a t e ' s  c r e d i t  r a t i n g .

/
T h e  first: b i l l ,  H o u s e  Bill 253, p r o v i d e s  f o r  o r d e r l y  f i n a n c i a l  

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

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

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

H o u s e  B i l l  519 p r o v i d e s  for the l e a s e  f i n a n c i n g  o f  p u b l i c  

b u i l d i n g s  t h r o u g h  t h e  A l a s k a  S t a t e  H o u s i n g  A u t h o r i t y ,  a c t i n g  as
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t h e  A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y .  T h e  b i l l  g i v e s  t h e  S t a t e  

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

o f  t h e  U n i v e r s i t y  o f  A l a s k a .

H o u s e  B i l l  520 g i v e s  t h e  S t a t e  B o n d  C o m m i t t e e  c o n t r o l  o v e r  t h e  

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

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

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

T h e  f o u r t h  b i l l ,  H o u s e  B i l l  521 p l a c e s  a l i m i t  o n  t h e  i s s u a n c e  of 

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

s o m e  m u n i c i p a l i t i e s  in A l a s k a  w i l l  h a v e  s o m e  o f  t h e  h i g h e s t  d e b t  

r a t i o s  in t h e  U n i t e d  S t a t e s .  T h i s  l e g i s l a t i o n  d o e s  n o t  l i m i t  t h e  

a b i l i t y  t o  i s s u e  r e v e n u e  b o n d s .

A s  b a c k g r o u n d ,  A l a s k a ' s  c o m b i n e d  d e b t  (State, m u n i c i p a l  a n d

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

w a s  $ 2 . 9  b i l l i o n  as o f  J u n e  30, 1 9 8 5 .  T h a t  a m o u n t s  to a b o u t  

$5 ,500 p e r  A l a s k a n .  W h e n  t h e  a m o u n t  o f  G . G .  B o n d  d e b t  f o r  

v e t e r a n s '  h o u s i n g  is i n c l u d e d  in t h e  t o t a l ,  A l a s k a ' s  p e r  c a p i t a  

d e b t  l o a d  is $ 7 , COO.

T h a t  d e b t  is m a n a g e a b l e ,  b u t  it t a k e s  p l a n n i n g .  T h e  S t a t e  o f

A l a s k a  h a s  n o t  h a d  a b o n d  a u t h o r i z a t i o n  s i n c e  1980. Ye t ,  t h e  p e r  

c a p i t a  i n t e r e s t  o n  t h e  S t a t e ' s  g e n e r a l  o b l i g a t i o n  b o n d  d e b t  is 20 

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

f i v e  p e r c e n t  o f  u n r e s t r i c t e d  r e v e n u e s ,  b u t  t h a t  r a t i o \ i s  a b o u t  10 

p e r c e n t  n o w  a n d  c o u l d  c l i m b  t o  15 p e r c e n t  b y  f i s c a l  y e a r  1989.

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

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

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

a u t h o r i z e d  n e w  d e b t s ,  i n c l u d i n g  $ 3 2 5 . 0  m i l l i o n  in s c h o o l  

c o n s t r u c t i o n  b o n d s  so f a r  in f i s c a l  y e a r  1 9 8 5  a l o n e .  T h a t  

t r a n s l a t e s  i n t o  a p o s s i b l e  30 p e r c e n t  i n c r e a s e  in S t a t e



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

t h e  S t a t e  o p e r a t i n g  b u d g e t .

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

n a t i o n ' s  f i n a n c i a l  m a r k e t s  i n  d i f f e r e n t  w a y s .  O n  o n e  h a n d ,  

A l a s k a ' s  r a t i n g  a g e n c i e s  k n o w  t h i s  is a u n i q u e  s t a t e ,  w i t h  

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

d y n a m i c  w o r k f o r c e ;  o n  t h e  o t h e r  h a n d ,  t h e  r a t i n g  a g e n c i e s  l o o k  at 

a l l  o f  A l a s k a ' s  d e b t  t o g e t h e r ,  a n d  w h i l e  t h e y  a r e  c o n c e r n e d  a b o u t  

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

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

T o  t a c k l e  t h a t  i s s u e ,  G o v e r n o r  S h e f f i e l d  is a s k i n g  t h e  L e g i s l a­

t u r e  t o  t a k e  t h e  f o l l o w i n g  i n i t i a t i v e s :

0 F o r  s c h o o l  c o n s t r u c t i o n ,  h o n o r  a l l  e x i s t i n g  d e b t  (as o f

M a r c h  31, 1986) u n d e r  t h e  c u r r e n t  80 p e r c e n t  r e i m b u r s e­

m e n t  law, a n d  l i m i t  t h e  g r o w t h  o f  f u t u r e  S t a t e

r e i m b u r s e m e n t  to $10 m i l l i o n  per y e a r  f o r  s c h o o l  

c o n s t r u c t i o n  i n  t h e  f u t u r e .

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

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

0 r e i m b u r s e  100 p e r c e n t  o f  p r i n c i p a l  o n l y  f o r  b o n d s

a u t h o r i z e d  a f t e r  A p r i l  1, 1986. T h i s  w i l l  e n c o u r a g e  

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

0 F o r  l o c a l  g o v e r n m e n t s ,  l i m i t  d e b t  to s e v e n  p e r c e n t  c f

a s s e s s e d  p r o p e r t y  v a l u e s .

c D e s i g n a t e  t h e  A l a s k a  S t a t e  H o u s i n g  A u t h o r i t y ,  a c t i n g  as

t h e  A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y ,  as t h e  i s s u e r  o f  

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



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

a p p o i n t e d  b y  t h e  G o v e r n o r  to s t u d y  t h e  i s s u e  in 1985.

D e s i g n a t e  t h e  S t a t e  B o n d  C o m m i t t e e  as o v e r s e e r  o f  l e a s e  

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

r e i m b u r s e m e n t  f o r  s c h o o l  d e b t  ( a f t e r  M a r c h  31, 1986).



DEBT MANAGEMENT PLAN

Q u e s t i o n s  a n d  A n s w e r s

Q U E S T I O N :  W h y  d o  w e  n e e d  a d e b t  m a n a g e m e n t  p a c k a g e ?

A N S W E R :  T h e  S t a t e  h a s  a c h i e v e d  a A A  r a t i n g  f o r  i t s  g e n e r a l

o b l i g a t i o n  d e b t .  H o w e v e r ,  t h e  b u r d e n  o f  p a y i n g  t h e  S t a t e ' s  d e b t  

b e c o m e s  h e a v i e r  as r e v e n u e s  s h r i n k .  N o w ,  w i t h  o i l  p r i c e s  

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

it h a s  t h e  p r o c e d u r e s ,  c h e c k s ,  a n d  b a l a n c e s  n e c e s s a r y  to m a n a g e  

i t s  d e b t  o b l i g a t i o n s ,  i f  t h e  S t a t e  is to r e t a i n  i t s  h i g h  c r e d i t  

r a t i n g .

Q U E S T I O N :  W h y  d o e s  t h e  S t a t e  h a v e  to b e  c o n c e r n e d  a b o u t  l e a s e -

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

d e b t ?  (HE 519, HB 520)

A N S W E R :  A l l  o r  a m a j o r  p o r t i o n  o f  the p a y m e n t s  on t h i s  d e b t  c o m e

f r o m  t h e  S t a t e ' s  g e n e r a l  fund. T h e s e  t y p e s  of d e b t  o b l i g a t i o n s  

a r e  r e f e r r e d  to as S t a t e  s u p p o r t e d  d e b t .  T h e  t o t a l  o f  S t a t e  

s u p p o r t e d  d e b t  a n d  S t a t e  g e n e r a ]  o b l i g a t i o n  d e b t  is t h e  f i g u r e  

t h a t  Mcc-dy's a n d  S t a n d a r d  a n d  P o o r ' s  u s e s  as t h e  m e a s u r e  o f  t h e  

S t a t e ' s  d e b t  b u r d e n .  A s  o f  J u n e  30, 1985, t h i s  t o t a l  w a s  

$ 1 , 6 1 0 . 3  m i l l i o n ,  of w h i c h  l e s s  t h a n  h a l f ,  $ 7 5 2 . 7  m i l l i o n ,  w a s  

S t a t e  g e n e r a l  o b l i g a t i o n  d e b t .  E v e n  t h e  S t a t e ' s  s h a r e  o f  s c h o o l  

d e b t  a l o n e ,  $ 7 5 3 . 6  m i l l i o n ,  e x c e e d e d  S t a t e  g e n e r a l  o b l i g a t i o n  

d e b t .



Q U E S T I O N :  W h y  s h o u l d  t h e  S t a t e  s e e k  to l i m i t  m u n i c i p a l  d e b t

g e n e r a l l y ?  (HB 521)

ANSWER:. B e c a u s e  o f  h i g h  l e v e l s  o f  S t a t e  s u p p o r t  t o  m u n i c i p a l­

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

r e a s o n a b l y  e x p e c t  t a x  p a y e r s  to s u p p o r t  w i t h o u t  t h e  S t a c e  aid. 

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

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

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

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

Q U E S T I O N :  Is o n e  r e a s o n  f o r  t h e  S t a t e ' s  c o n c e r n  w i t h  m u n i c i p a l

d e b t  l e v e l s  t h a t  m u n i c i p a l  c r e d i t  r a t i n g s  a f f e c t  t h e  S t a t e ' s  

r a t i n g s ?  (HB 521)

A N S W E R :  No. T h e  S t a t e ' s  r a t i n g  is n o t  a f f e c t e d  b y  the r a t i n g  o f

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

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

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

A l a s k a  i s s u e r s  s o m e w h a t ,  m u c h  a s  t h e  N e w  Y o r k  C i t y  d e f a u l t  

a f f e c t e d  a l l  m u n i c i p a l  d e b t  i s s u e r s  a n d  t h e  W P P S S  (Whoops) 

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

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

the i n t e r e s t  r a t e s  t h e  S t a t e  a n d  o t h e r  m u n i c i p a l i t i e s  h a v e  to p a y  

or-, b o n d s .

Q U E S T I O N :  Is t h e  W P P S S  (Whoops) s y n d r o m e  t h e  r e a s o n  tor t h e

i n t r o d u c t i o n  o f  t h e  M u n i c i p a l  F i n a n c i a l  E m e r g e n c y  C o m m i s s i o n  

l e g i s l a t i o n ?  (HB 253)

A N S W E R :  I t ' s  o n e  r e a s o n .  H o w e v e r ,  a m o r e  i m p o r t a n t  r e a s o n  is to

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

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

p u b l i c  s e r v i c e s  is i m p e d e d .  U n l i k e  n u c l e a r  p c w e r  p l a n t s ,  

m u n i c i p a l i t i e s  canr.ct b e  m o t h b a l l e d .  A  m e c h a n i s m  for
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s a t i s f a c t o r y  a n d  e a r l y  r e s o l u t i o n  a l s o  p r o v i d e s  a v a l u a b l e  

a s s u r a n c e  t o  b o n d  b u y e r s .

Q U E S T I O N :  W h a t  is t h e  S t a t e ' s  d e b t  c a p a c i t y  a n d  h o w  is it

d e t e r m i n e d ?

A N S W E R :  In r e c e n t  y e a r s ,  the S t a t e ' s  d e b t  p o l i c y  h a s  b e e n  t h a t

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

d e b t  i f  t h e  d e b t  s e r v i c e  o n  t h e  n e w  b o n d s ,  c o m b i n e d  w i t h  t h e  d e b t  

s e r v i c e  o n  o u t s t a n d i n g  b o n d s ,  w o u l d  n o t  e x c e e d  5 p e r c e n t  o f  t h e  

S t a t e ' s  u n r e s t r i c t e d  r e v e n u e s .  5 p e r c e n t  is a l e v e l  w h i c h  f e w  

s t a t e s  w i t h  a A A  c r e d i t  r a t i n g  e x c e e d .

Q U E S T I O N :  W h a t  is t h e  c u r r e n t  l e v e l  o f  d e b t  s e r v i c e  r e l a t i v e  to

u n r e s t r i c t e d  r e v e n u e s ?

A.NSWER: C o n s i d e r i n g  o n l y  S t a t e  g e n e r a l  o b l i g a t i o n  b o n d s ,  t h e

l e v e l  f o r  f i s c a l  y e a r  19 8 7  is 5 . 7 % .  H o w e v e r ,  i n c l u s i o n  o f  a l l  

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

p e r c e n t a g e  to ] ] . 5 % .  F a l l i n g  S t a t e  r e v e n u e s  w i l l  p u s h  t h e  d e b t  

s e r v i c e  t o  a l e v e l  o f  1 6 . 4 %  o f  r e v e n u e s  in f i s c a l  y e a r  1989.

Q U E S T I O N :  D o e s  t h i s  m e a n  t h e  S t a t e  c a n ' t  i s s u e  a n y  m o r e  d e b t  in

t h e  n e a r  f u t u r e ?

A N S W E R :  No. In t h e  f i r s t  p l a c e ,  t h e  S t a t e  c o u l d  i s s u e  a d d i t i o n­

al  d e b t  i f  it w e r e  w i l l i n g  to s a c r i f i c e  i t s  c r e d i t  r a t i n g  a n d  

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

g e n e r a l l y  a ^ e  t i e d  to t h e  S t a t e ' s .  M o r e  to t h e  p o i n t ,  a d d i t i o n a ]  

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

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

r e m a i n  l i m i t e d .  T h e  l i m i t s  a n d  c o n t r o l s  in G o v e r n o r  S h e f f i e l d ' s  

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

a s s u r a n c e s .



Q U E S T I O N :  W h a t  h a p p e n s  to t h e  S t a t e ' s  r e i m b u r s e m e n t  o f  m u n i c i p a l

s c h o o l  d e b t  t h a t  w a s  a u t h o r i z e d  l a s t  f a l l ?  (HB 520)

A N S W E R :  T h a t  d e b t  a n d  a l l  m u n i c i p a l  s c h o o l  d e b t  a u t h o r i z e d

b e f o r e  A p r i l  1, 1 9 8 6 ,  w i l l  b e  g r a n d f a t h e r e d  u n d e r  c u r r e n t  law. 

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

c u r r e n t  f o r m u l a  o f  8 0 %  o f  p r i n c i p a l  a n d  i n t e r e s t .

Q U E S T I O N :  D o e s  t h e  G o v e r n o r ' s  b u d g e t  c o n t a i n  t h e  f u n d s  n e c e s s a r y

f o r  t h e  S t a t e  t o  r e i m b u r s e  t h e  g r a n d f a t h e r e d  b o n d s ?  (HB 520)

A N S W E R :  T h e  a m o u n t  r e q u i r e d  is c o n t a i n e d  i n  t h e  D e p a r t m e n t  of

E d u c a t i o n ' s  f i s c a l  n o t e  f o r  H B  520. T h e  e s t i m a t e d  a m o u n t  

r e q u i r e d  f o r  f i s c a l  y e a r  1 9 8 7  is $43 m i l l i o n .  T h e  G o v e r n o r  p l a n s  

to s u p p o r t  t h e  $ 4 3  m i l l i o n  a p p r o p r i a t i o n  if t h e  l e g i s l a t i o n  is 

p a s s e d .

Q U E S T I O N :  H o w  m u c h  a d d i t i o n a l  s c h o o l  d e b t  c o u l d  b e  r e i m b u r s e d  b y

t h e  S t a t e  u n d e r  H B  5 2 0 ?

A N S W E R :  H B  520 w o u l d  p e r m i t  S t a t e  r e i m b u r s e m e n t  o f  $10 m i l l i o n

p e r  y e a r  f o r  d e b t  a u t h o r i z e d  a f t e r  M a r c h  31, 1986. S i n c e  t h e  

l e g i s l a t i o n  e s t a b l i s h e s  r e i m b u r s e m e n t  at 1 0 0 %  o f  p r i n c i p a l  a n d  

r e q u i r e s  t h e  d e b t  t c  h a v e  a 10 y e a r  term, ar.c c o n s t a n t  p r i n c i p a l  

p a y m e n t s ,  t h e  $10 m i l l i o n  S t a t e  r e i m b u r s e m e n t  c o u l d  s u p p o r t  as 

m u c h  as $ 1 0 0  m i l l i o n  i n i t i a l l y .

Q U E S T I O N :  H o w  d o e s  1 0 0 %  o f  p r i n c i p a l  c o m p a r e  to 80% o f  p r i n c i p a l

a n d  i n t e r e s t ?  (HB 520)

A N S W E R :  I t  d e p e n d s  o n  h o w  m u c h  t h e  i n t e r e s t  is in r e l a t i o n  to

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

b o n d s  a r e  sold. A t  c u r r e n t  i n t e r e s t  r a t e s ,  100% o f  p r i n c i p a l  is 

a p p r o x i m a t e l y  89% o f  t h e  c u r r e n t  f o r m u l a  f c r  r e i m b u r s e m e n t  (80% 

o f  p r i n c i p a l  a n d  i n t e r e s t ) .  T h u s ,  t h e  n e w  f o r m u l a  w o u l d  p r o v i d e
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r e i m b u r s e m e n t  a t  a l e v e l  a b o u t  11% l e s s  t h a n  c u r r e n t  

r e i m b u r s e m e n t .  1 0 0 %  o f  p r i n c i p a l  w o u l d  r e p r e s e n t  a p p r o x i m a t e l y  

71% o f  t o t a l  p r i n c i p a l  a n d  i n t e r e s t .

Q U E S T I O N :  H o w  w i l l  it b e  d e c i d e d  w h a t  m u n i c i p a l  s c h o o l  d e b t

r e c e i v e s  r e i m b u r s e m e n t  i f  t h e  $10 m i l l i o n  l i m i t  o t h e r w i s e  w o u l d  

b e  e x c e e d e d ?  (HB 520)

A N S W E R :  T h e  D e p a r t m e n t  o f  E d u c a t i o n  w i l l  e s t a b l i s h  a p r i o r i t y

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

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

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

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

P u b l i c  F a c i l i t i e s .  F i n a n c i n g  c o s t s  w i l l  n o t  b e  e l i g i b l e  for 

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

t h e  i n t e r e s t  e a r n e d  o n  b o n d  p r o c e e d s ,  e x c e p t  a r b i t r a g e  w h i c h  

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

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

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

s u p p o r t  m o r e  s c h o o l s  u n d e r  t h e  $10 m i l l i o n  l i mit.

Q U E S T I O N :  W h y  is t h e  l i m i t  s e t  a t  o n l y  $10 m i l l i o n ?  (HB 520)

A N S W E R :  T h e r e  h a s  b e e n  a n  e x p l o s i o n  o f  a u t h o r i z a t i o n  o f

m u n i c i p a l  s c h o o l  d e b t .  B e t w e e n  O c t o b e r  1, 198 5 ,  a n d  M a r c h  31, 

.1986 , t o t a l  m u n i c i p a l  s c h o o l  d o b t  r e c e i v i n g  v o t e r  a p p r o v a l  is 

e x p e c t e d  t o  e x c e e d  S 3 5 0  m i l l i o n .  T h i s  w o u l d  r e p r e s e n t  a n  

i n c r e a s e  o f  a l m o s t  50% i n  s i x  m o n t h s  o v e r  t h e  $ 7 3 9  niJ.lior. s c h o o l  

d e b t  o u t s t a n d i n g  as o f  J u n e  30, 1 9 85. It .is t h i s  e x p l o s i o n  w h i c h  

w i l l  p r o p e l  S t a t e  p a y m e n t s  f o r  d e b t  s e r v i c e  to o v e r  16% c f  S t a t e  

r e v e n u e s  b y  f i s c a l  y e a r  1989.

Q U E S T I O N :  C a r  t h e  l i m i t  b e  r e v i s e d ?  (HB 520)
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A N S W E R :  C e r t a i n l y  t h e  l i m i t  c o u l d  b e  a m e n d e d  b y  l a w  in f u t u r e

l e g i s l a t i v e  s e s s i o n s .  A  r e p o r t  to t h e  19 8 8  s e s s i o n  o f  the 

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

n e e d s  is r e q u i r e d  in s e c t i o n  17 o f  HB 520. T h i s  w o u l d  b e  an 

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

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

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

r e a s o n .

Q U E S T I O N :  W i l l  t h e  S t a t e  B o n d  Comn.ittee d e c i d e  w h i c h  s c h o o l s

r e c e i v e  f u n d i n g ?  (HB 520)

A N S W E R :  No. T h i s  w i l l  b e  d e t e r m i n e d  s o l e l y  b y  t h e  D e p a r t m e n t  o f

E d u c a t i o n  i n  e s t a b l i s h i n g  t h e  p r i o r i t y  list. T h e  S t a t e  B o n d  

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

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

Q U E S T I O N :  W h a t  is l e a s e - p u r c h a s e  f i n a n c i n g ?  (HB 519)

A N S W E R :  L e a s e - p u r c h a s e  f i n a n c i n g  c o n s i s t s  o f  d e b t  o b l i g a t i o n s

issue'" b y  a p r i v a t e  d e v e l o p e r  o r  S t a t e  a g e n c y  to f i n a n c e  t h e  

c o n s t r u c t i o n  o r  a c q u i s i t i o n  o f  f a c i l i t i e s  w h i c h  a r e  l e a s e d  to t h e  

S t a t e .  T h e  l e a s e  p a y m e n t s  m a d e  b y  t h e  S t a t e  a r e  in an a m o u n t  a n d  

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

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

r e v e n u e  b o n d  o r  a c e r t i f i c a t e  o f  p a r t i c i p a t i o n  in r e n t  (CP o r  C C F  

as t h e y  a r e  s o m e t i m e s  c a l l e d ) . A t  t h e  c o n c l u s i o n  o f  t h e  l e a s e ,  

t i t l e  to t h e  f a c i l i t y  g e n e r a l l y  p a s s e s  to t h e  S t a t e .

Q U E S T I O N :  W h y  is t h e  A l a s k a  S t a t e  H o u s i n g  A u t h o r i t y  (ASHA)

d e s i g n a t e d  as t h e  i s s u e r  o f  a l l  l e a s e - p u r c h a s e  f i n a n c i n g  for 

S t a t e  f a c i l i t i e s ?  (HB 519)

A N S W E R :  A S H A  h a s  p r e v i o u s l y  i s s u e d  l e a s e  r e v e n u e  b o n d s  f o r  S t a t e

f a c i l i t i e s  a n d  is t h e  c u r r e n t  l e s s o r  c f  t h e s e  f a c i l i t i e s  to t h e  

S t a t e .  T h e  d e s i g n a t i o n  c f  a s i n g l e  a g e n c y  w h i c h  h a s  e x p e r i e n c e



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

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

Q U E S T I O N :  W h y  w o u l d  A S H A  be i s s u i n g  d e b t  u n d e r  t h e  n a m e  o f  t h e

A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y ?  (HB 519)

A N S W E R :  T h i s  n a m e  c h a n g e ,  a p p l i c a b l e  o n l y  to the f i n a n c i n g  o f

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

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

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

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

h e l p s  r e c o g n i z e  t h e  h i g h e r  c r e d i t  s t a n d i n g  a c c o r d e d  d e b t  w h i c h  is 

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

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

Q U E S T I O N :  W h a t  b e c a m e  o f  t h e  S t a t e  O f f i c e  C o m p l e x  F i n a n c i n g  T a s k

F o r c e ?

A N S W E R :  T h e  T a s k  F o r c e ,  a b o d y  o f  e x e c u t i v e  b r a n c h  o f f i c i a l s ,

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

f i n a n c i n g  e x p e r i e n c e ,  h e l d  h e a r i n g s  in t h e  f a l l  c f  1985 a n d  

p r o d u c e d  a r e p o r t  to t h e  G o v e r n o r  w h i c h  is a v a i l a b l e  f r o m  the 

T r e a s u r y  D i v i s i o n  o f  t h e  D e p a r t m e n t  o f  R e v e n u e .  HB 519 i m p l e­

m e n t s  t h e  r e c o m m e n d a t i o n s  c o n t a i n e d  in t h a t  r e p o r t .

Q U E S T I O N :  W i l l  A S H A  b e  d e c i d i n g  w h a t  p u b l i c  b u i l d i n g s  w i l l  be

b u i l t  o r  a c q u i r e d ?  (hE 519)

A N S W E R :  No. E a c h  b r a n c h  c f  g o v e r n m e n t  a n d  the U n i v e r s i t y  o f

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

T h e  f a c i l i t i e s  w o u l d  h a v e  to m e e t  t h e  r e q u i r e m e n t s  and s p e c i f i c a­

t i o n s  o f  each, b r a n c h  o r  t h e  U n i v e r s i t y  b e f o r e  t h e  b r a n c h  or 

U n i v e r s i t y  c o u l d  b e  e x p e c t e d  to e x e c u t e  t h e  l e a s e .  No f i n a n c i n g  

c a n  o c c u r  w i t h o u t  a n  e x e c u t e d  l e a s e .
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Q U E S T I O N :  D o e s  t h i s  m e a n  e a c h  b r a n c h  o r  t h e  U n i v e r s i t y  c a n  e n t e r

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

a p p r o v a l  b y  la w ?  (HB 519)

A N S W E R :  Ye s .  H o w e v e r ,  t h e  a n n u a l  l e a s e  p a y m e n t s  a r e  s u b j e c t  to

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

law. H B  519 r e q u i r e s  l e a s e - p u r c h a s e  a g r e e m e n t s  to s t a t e  t h i s  

f a c t  so t h a t  it is c l e a r  to a l l  p a r t i e s .  B e c a u s e  l e a s e  p a y m e n t s  

a r e  s u b j e c t  to a p p r o p r i a t i o n ,  l e a s e - p u r c h a s e  f i n a n c i n g  is n o t  

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

Q U E S T I O N :  C o u l d  l e g i s l a t i v e  a p p r o v a l  o r  a p p r o v a l  b y  l a w  be

r e q u i r e d  o f  l e a s e - p u r c h a s e  f i n a n c i n g  b y  s t a t u t e ?  (HB 519)

A N S W E R :  A l a s k a  S u p r e m e  C o u r t  d e c i s i o n s  i n d i c a t e  t h a t  t h i s

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

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

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

w i t h  s u c h  u n c e r t a i n t i e s  a b o u t  it. T o  a c h i e v e  t h e  s a m e  p u r p o s e ,  

G o v e r n o r  S h e f f i e l d  h a s  p l e d g e d  to s e e k  l e g i s l a t i v e  a p p r o v a l  o f  

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

b r a n c h e s  a n d  U n i v e r s i t y  m i g h t  b e  e x p e c t e d  t o  dc t h e  same.

Q U E S T I O N :  W h y  d o e s  t h e  S t a t e  B e n d  C o m m i t t e e  n e e d  to a p p r o v e

l e a s e - p u r c h a s e  f i n a n c i n g s ?  (HB 519)

A N S W E R :  L e a s e - p u r c h a s e  f i n a n c i n g  is p a i d  f r o m  t h e  S t a t e  g e n e r a l

f u n d  and, a c c o r d i n g l y ,  is a d d e d  i n t o  the S t a t e ' s  d e b t  b u r d e n  b y  

t h e  c r e d i t  r a t i n g  a g e n c i e s .  B e c a u s e  o f  t h i s ,  t h e  S t a t e  B e n d  

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

a f f e c t  t h e  S t a t e ' s  c r e d i t  s t a n d i n g .  T h i s  c a n  i n c l u d e  s u c h  t h i n g s  

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

o f  t.he sale. T h e  S t a t e  E o n d  C o m m i t t e e  w i l l  n o t  b e  c o n c e r n e d  w i t h  

p r o j e c t  j u s t i f i c a t i o n  o r  s p e c i f i c a t i o n .  T h i s  is t h e  s a m e  m a n n e r
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i n  w h i c h  t h e  C o m m i t t e e  f u n c t i o n s  w i t h  r e s p e c t  t o  S t a t e  g e n e r a l  

o b l i g a t i o n  d e b t .

Q U E S T I O N :  W h a t  m u n i c i p a l i t i e s  w o u l d  b e  f o r e s t a l l e d  f r o m  i s s u i n g

a d d i t i o n a l  d e b t  u n d e r  HB 5 2 1 ?

A N S W E R :  T h e  N o r t h  S l o p e  E o r o u g h  a n d  t h e  c i t y  o f  W r a n g e l l

c u r r e n t l y  h a v e  g e n e r a l  o b l i g a t i o n  d e b t  e x c e e d i n g  7% o f  t h e  f u l l  

v a l u e  o f  t h e i r  p r o p e r t y  t a x  b a s e .  T h e y  w o u l d  n o t  b e  a b l e  to 

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

c i e n t l y  o r  o u t s t a n d i n g  d e b t  ii? p a i d  d o w n .  T h e  N o r t h  S l o p e  

B o r o u g h  s h o u l d  b e  a b l e  to i s s u e  a d d i t i o n a l  d e b t  a g a i n  w i t h i n  t w o  

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

t h e  e x e m p t i o n  i n  H B  521 f o r  s e l f - s u p p o r t i n g  d e b t  w h i c h  is i s s u e d  

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

r e f u n d i n g  b o n d s  a r e  n o t  l i m i t e d  b y  HB 521.

Q U E S T I O N :  W h y  is t h e  l i m i t  s e t  a t  7%? (HB 521)

A N S W E R :  N a t i o n a l  m e d i a n s  tor m u n i c i p a l  g e n e r a l  o b l i g a t i o n  d e b t

a r e  in t h e  r a n g e  o f  3% t o  4% c f  f u l l  v a l u e .  A  h i g h e r  l e v e l  is 

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

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

s t a t e w i d e .  H o w e v e r ,  a l e v e l  s i g n i f i c a n t l y  a b o v e  7% w o u l d  n o t  be 

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

A l a s k a  is m a n a g i n g  i t s  d e b t .
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