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c a u s e . "

'

and, recommends:

[y
do pass 

do no t pass

do pass w i t h  a t t a c h e d  amendment(s) 

no r e c o m m e n d a t i o n

replace w i t h  _______________

and r e c o m m e n d s

[ ^ ]  same title 

[ ] n e w  title

[ A ]  further r e f erral  to the

and attaches: [ ] l etter of intent
i ] first fiscal note
[ ] n e w  fiscal note
l y )  zero fiscal note

Committee

SIGNING  DO PASS: i TGNING O T H E R  R E C O M M E N D A T I O N S :

■Y a f, •
i. ■

• . .  >7.  -  ;• m'\cy.
-v . i .cK. x.i . - - i .  .  . . ...



Original sponsors: Gruenberg, Taylor,
Pettyjohn, >it si

117 TT££2 H O U S E  BY T H E  JUDIC IARY COMM ITTEE

cn FOR H O U S E  BILL 'TO. 516 (Judiciary)

I” T H E  L E G I S L A T U R E  O F  DIE STATE OF A! ASK A 

F O U R T E E N T H  L E GISLATURE - S ECO ND SESSION

a  b i l l

For nn A ct entitled: "An A c t  r e l ati ng to the impeachment of judges of the !

court of appeals and the district court .and to d i s­

qua l i f i c a t i o n  of judges for c ause.”

BE TT E N A C T E D  SY T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  ALA S E A :

* Sectio n 1. AS 22 .07 is a m e n d e d  by a d d i n g  a n e w  3action to read:

Sec. f2.07.075. TUPEACITMEirr. A  judge o f  the coitrt of appeals is ! 

subject to impeachment  by the legislatur e for malfea sance or m i s­

feasance in the p e rf ormance o f  official duties. Impeachment oust 

originate in the senate and nust b e  a p p r o v e d  b y  two-thirds vote o f  its 

members. The m o t i o n  for i m peachm ent m u s t  list f ully the basis for the 

proceeding. Trial on impeachment shall be conducted by the h o u s e  of 

representatives. A supreme court j u s tice designated by the court 

shall preside at the trial. Con cur r e n c e  of two-thirds of the v. ibers 

of the house is requi r e d  for a jud gment of impeachment. The idgaent 

m a y  not e x t e n d  b e y o n d  removal from office, but does not p ent p r o­

ceedings in a court on the sane or r e l a t e d  c h a r g e s ,

* Sec. 2 . AS 22.15 is a m en ded by a d ding a n e w  section to read:

Sec. 22.1j.705. IMPEACHMENT. A district judge is subject to 

impeachment b} the legislature for malfea s a n c e  or m i s f e a s a n c e  in the 

p e r f o r m a n c e  of offic ial duties. Impeachme nt must originate in the 

senate and nust be a p p roved by two-thirds v o t e  of its members. The 

n o t i o n  for impeachment must list f ully the basis for the proceeding. 

Trial on inpenchraenc shail na conducted b y  the house of ropreoenta- 

tives. A supreme court justice d e s i g n a t e d  by the court shall preside
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at che trial. C o n c u r r e n c e  of two-thirds of. the. n e nbe ra nr the house 

is required for a .judgment of. impeachment. The judgmen t n a y  net

extern! beyond removal fron office, but does not p r e vent p r o c e e d i n g s  in 

the courts cm the acne or r e l a t e d  c h a r g e s .

* See. 3. AS 22.20.030(a) ia r e p ealed and r e e n a c t e d  to read:

(a) A judicial o f f i c e r  m y  n o t  act in h  m a t t e r  in w h i c h

(7) the* judicial o f f ice r la a part'* or is r e l a t e d  to «

party or a party's a t t o r n e y  b y  c o n s a n g u i n i t y  or a f f i n i t y  w i t h i n  the

third degree*

(?) the j u d icia l officer is a m a t e r i a l  witness*

(3) the j u d icial o f f icer cr the spouse of the J u d i cial

officer, i n divi dually or as a fiduciary, or a c h i l d  of the Judicial 

officer has c direct financial interest in the matter*

(4) a party, except the state or a m u n i c i p a l i t y  of the ; 

state, has ret ained or b e e n  p r o f e s s i o n a l l y  couns eled b y  the ju dicial 

officer as its a t t o r n e y  w i t h i n  two years p r e c e d i n g  the a ssignment of 

the judicial office r to the matter*

(5) the judicial o f fice r has repres e n t e d  a person as a t t o r­

ney for the person against a party, except the state or a m u n i c i p a l i t y

of the state, in a m a t t e r  w i t h i n  two years p r e c e d i n g  the a s s i g n m e n t  o f  ^

the judicial officer tc the natter*

(6) an a t t o r n e y  for a party has r epresent ed the judicial j
|

officer or a person a g a inst the judicial officer, c i ther in the j u d i­

cial officer's p ublic or p r iv ate capacity, in a m a t t e r  w i t h i n  two 

y e a r s p receding the f  .ling of the action*

(7) the law firm with w h i c h  the j u d i c i a l  officer w a s  a s s o­

ciated in the pr actice of law w i t h i n  the two years p r e c eding  the 

filing of the action has been re tained or has p r o f e s s i o n a l l y  c o u n sele d 

either party w i t h  respect to the matter*

CSHB 5 16(Jud) -2-
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Bradley y 
2/26/86

O r i g i n a l  s p o n s o r s Gruenberg, Taylor, 
Pettyjoh n, et al

IN THE HOUS E BY THE J U D I C I A R Y  COMMITTEE

CS FOR H O U S E  BILL NO. 516 (Judiciary)

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

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

A  BILL

For an Act entitled: "An Act r e l a t i n g  to the impeachment of judges of the

court of appeals and the district court and to d i s­

qu a l i f i c a t i o n  of judges for cause."

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:

* Secti on 1. AS 22.07 is a m e n d e d  by adding  a n e w  section to read:

Sec. 22.07.075. IMPEACHMENT. A judge of the court of appeals is 

subject to i m p e a c h m e n t  by the l eg islature for m a l f e a s a n c e  or m i s­

feasance in the p e r f o r m a n c e  of off icial duties. Impeachment must 

o r i g i n a t e  in the senate and must be a p p r o v e d  by two-thirds vote of its 

members. The m o t i o n  for i m p e a c h m e n t  must list fully the basis for thn 

proceeding. Trial on i m p e a c h m e n t  shall be conducted bv the house of 

r e p r e s e n t a t i v e s .  A  s u pre me court j u stic e d e s i g n a t e d  by the court 

shall p r e s i d e  at the trial. C o n c u r r e n c e  of two-thirds of the members 

of the h o u s e  is r e q u i r e d  for a j u d g m e n t  of impeachment. The judgment 

m a y  not e x t e n d  bevc.td r e m o v a l  from office, but do^s not prevent p r o­

ceedings in a court on the same or r e l a t e d  charges.

* Sec. 2. AS 22.15 is a m e n d e d  by a d d i n g  a n e w  section to read:

Sec. 22.15.205. IM PEACHMENT. A  district judge is subject to 

impea c h m e n t  b y  the l e g i s l a t u r e  for m a l f e a s a n c e  or m i s f e a s a n c e  in the

pe r f o r m a n c e  of o f f i c i a l  duties. Impeac h m e n t  must  o riginate in the

senate and m u s t  be a p p r o v e d  by two-thirds vote of its members. The 

m o t i o n  for i m p e a c h m e n t  m u s t  list fully the basis for the proceeding. 

T rial on i m p e a c h m e n t  shall be c o n d u c t e d  by the ho use of r e p r e s e n t a­

tives. A  s u preme c ourt  j u s t i c e  d e s i g n a t e d  by the court shall preside

-1- CSHB 516( Jud)
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at the trial. C o n c u r r e n c e  of two-thirds of the m e m b e r s  of the house 

is required for a j u d g m e n t  of impeachment. The j u d g m e n t  m a y  not

extend b e y o n d  removal from office, but does not prevent proce e d i n g s  in 

the courts on the same or related charges.

* Sec. 3. AS 22.20.0 20(a) is r e p e a l e d  and reenacted to read:

(a) A  j u d i c i a l  o f f i c e r  m a y  not act in a m a t t e r  in w h i c h
I

(1) the j u d icial officer is a party or is related to a j
I
j

party or a p a r t y ' s  a t t o r n e y  by c o n s a n g u i n i t y  or a f f i n i t y  w i t h i n  the j

third degree; j

(2) the j u d i c i a l  o f f i c e r  is a m a t erial witness; i

(3) the j u d i c i a l  o f f i c e r  or the spouse of the judicial i

officer, i n d i v i d u a l l y  or as a fiduciary, or a child of the judicial 

officer has a d i rect financial interest in the matter;
i

(4) a party, except the state or a m u n i c i p a l i t y  of the I

state, has r e t a i n e d  or b e e n  p r o f e s s i o n a l l y  c o u n s e l e d  by the judicial 

officer as its a t t o r n e y  w i t h i n  two years p r e c e d i n g  the assig nment of 

the judicial o f f i c e r  to the matter;

(5) the j u d i c i a l  o f f i c e r  has r e p r e s e n t e d  a p e r s o n  as attor- j

ney for the p e r s o n  against a party, except the state or a m u n i c i p a l i t y

of the state, in a m a t t e r  w i t h i n  two years p r e c e d i n g  the assignment of

the judicial o f f i c e r  to the matter;

(6) an a t t o r n e y  for a p a r t y  has r e p r e s e n t e d  the judicial 

officer or a p e r s o n  against the j u d i c i a l  officer, e i t h e r  in the j u d i­

cial officer's p u b l i c  or p r i v a t e  capacity, in a m a t t e r  w i t h i n  two

years p r e c e d i n g  the fi ling of the action;

(7) the law firm w i t h  w h i c h  the j u d i c i a l  o f f i c e r  was a s s o­

ciated in the p r a c t i c e  of law w i t h i n  the two y e a r s  pr ece d i n g  the

filing of the a c t i o n  has b e e n  r e t a i n e d  or has p r o f e s s i o n a l l y  counseled 

either party w i t h  r e spect to the matter;

CSHB 5 1 6 ( J u d ) - 2 -
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(8) the j u d i c i a l  o f f i c e r  feels that, for any reason, a fair 

and impartial d e c i s i o n  cannot be given.

* Sec. 4. AS 2 2 . 2 0 . 0 2 0  is amended by a dding a n e w  s ubsec t i o n  to read:

(d) In this s e c tion " m u n i c i p a l i t y "  has the m e a n i n g  given in 

AS 2.9.71.800.

I f

- 3 - CSHB 5 1 6 ( J u d )
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<ir nf Al.isltn 
OFFICE OF ADMINISTRATIVE DIRECTOR

KA3LA L. FORSYTHE 
Gonutal Courisal

303 K Slrcct 
Anchoi.igo, AK 90501

Ma rc h  24, 1986

R e p r e s e n t a t i v e  Ma x G r u e n b e r g  
A l a s k a  S t a t e  L e g i s l a t u r e  
P. 0. Box V  
Ju n eau , A l a s k a  9 9 8 1 1

De a r R e p r e s e n t a t i v e  G r u e n b e r g ;

T h e  A l a s k a  S u p r e m e  C o u r t  in its a d m i n i s t r a t i v e  c a p a c i t y  has  
r e v i e w e d  y o u r  p r o p o s e d  a m e n d m e n t s  to HB  516, an act r e l a t i n g  to  
the  i m p e a c h m e n t  of c e r t a i n  j u d g e s ,  and to d i s q u a l i f i c a t i o n  of 
ju dge s for ca u s e .  The a m e n d m e n t s  c o n t a i n e d  in the 2 / 2 6 / 8 6  d r a f t  
a p p e a r  to c r e a t e  no  a d m i n i s t r a t i v e ,  p r o c e d u r a l  or  fi sc al  
d i f f i c u l t i e s  for the c o u r t  s y s t e m .

If y o u  ha ve  an y q u e s t i o n s  a b o u t  the c o u r t  s y s t e m ' s  p o s i t i o n ,  
pl ea se  le t me know.

S i n c e r e l y

K a r l a  r . F o r s y t h e  
G e n e r a l  C o u n s e l

K L F i s m h

cc: C h i e f  J u s t i c e  J a y  A. R a b i n o w i t z  
A r t h u r  H. S n o w d e n ,  II
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F U R T H E R  REFERRALS:

D A T E : * / j/ 6  )  b  C ?

The J U DICIARY_____________________C ommittee h a s  c o n s i d e r e d  HB 517 ^_______

"An A c t  relating to the p r i v a t e  sale and c o n s i g n m e n t  of w o r k s  of art."

and recommends: 

j do pass 

] do not pass

] do p a s s  w i t h  a t t a c h e d  amendment(s) 

] no r e c o m m e n d a t i o n

replace w i t h  C . & 1 M -- S - k . I sam e title

1 a [ ] n e w  tr’tle

and r e c o m m e n d s  (v ./3"'' ^  — y
------------------- 7--------------------------------------

[ ] further r e f erra l to t h e ________________________________________Committee

and attaches: [ ]

C ]
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t / i
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IN T H E  H OUSE Bx T H E  .Tl’IOCT A R Y  COJfMITTEE

CS F O R  H O U S E  B I L L  HO. 517 (Judiciary)'

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

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

..... A  B I L L  • "

F o r  an Act entitledi ”A n  A c t  r e l a t i n g  to the p r i v a t e  cole end c o n s i g n m e n t

o f  worl:a o f  a r t .”

PE I T  E N A CTED EY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  t

* Section 1. AS 4 5 . 02.326(c) ia r e p e a l e d  and r e e n a c t e d  to reads

(e) W h e n  an c r t i G t  d e l i v e r s  a w o r k  o f  art to an art d e a l e r  cc 

d escribed in AS 4 5 . 6 7 . 0 1 0 ,  the a r t  d e a l e r  chall p r o m i n e n t l y  d i s p l a y  a 

sign s t ating s u b s t a n t i a l l y ,  " W o r k s  of art for 6ale are on c o n s i g n­

ment." W o r k s  o f  art on c o n s i g n m e n t  a r e  n o t  s u b j e c t  to the c l a i m s  of 

the art d e a l e r’s credit o r s .

* Sec. 2. AS 45 is a m e n d e d  b y  a d d i n g  a n e w  c h a p t e r  to rcadt

C H A P T E R  67. A R T I S T S  A N D  W O R K S  O F  ART.
* * •* * ' *•

Sec. 45.67 . 0 1 0 .  A R T I S T S  A N D  A R T  D E A L E R  R E L A T I O N S H I P S ,  (a) W h e n  

an artist d e l i v e r s  o r  c a u s e s  to b e  d e l i v e r e d  a w o r k  of a r t  of the

a r t i s t ?s o w n  c r e a t i o n  to a n  a r t  d e a l e r  f o r  the p u r p o s e  of sale, or

e xhibition a n d  sale, on a  c o m m i s s i o n ,  fee, o r  o t h e r  basis  of c o m p e n­

sation, the a c c e p t a n c e  o f  the w o r k  o f  art b y  the art d e a l e r  is a

consignment, a n d  ... •

(1) the art d e a l e r  is, w i t h  r e s p e c t  to the w o r k  of art, the 

agent of the artist) *•. _. . . . . !- • •*

(2) the w o r k  o f  a r t  is truut p r o p e r t y  in the h a n d s  of the

art declcr for the b e n e f i t  o f  the artist) and

(3) p r o c e e d s  f r o m  the s a l e  o f  the w o r k  of art a r e  trust

funds in the h a n d s  o f  the a r t  d e a l e r  fo r the b e n e f i t  of the artist.

(b) A  w o r k  o f  a r t  i n i t i a l l y  r e c e i v e d  as a c o nsignmen t remains

-1- C S H E  5 1 7 (Jud)
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trust p r o p e r t y  n o t w i t h s t a n d i n g  the subsequent* p u r c h a s e  of the a r t w o r k  

by the r«rt d e a l e r  d i r e c t l y  o r  i n d i r e c t l y  f o r  the art dealer's  o\n\ 

a c c o u n t  u n t i l  the c o n s i g n m e n t  p r i c e  due to the a r t i s t  is p a i l  in full. 

I f  the w o r k  o f  a r t  is resold to a b o n a  f i d e  t h i r d  p a r t y  b e f o r e  the 

a r t i s t  ha s b e e n  p a i d  i n  full, the p r o c e e d s  o f  t b o  r e s a l e  are trust 

f undG in the h a n d s  o f  the art d e a l e r  for the b e n e f i t  o f  the artist to 

the extent n e c e s s a r y  to pay a n y  b a l a n c e  still due to the artist. The 

t r u s t e e s h i p  c o n t i n u e s  until the f i d u c i a r y  o b l i g a t i o n  of the art dealer 

w i t h  rcspec:: to the t r a n s a c t i o n  ic d i s c h a r g e d  in full.

fee. 45.67.020.- UAIVER. (a) A p r o v i s i o n  o f  a c o n tra ct or 

a g r e e m e n t  w h e r e b y  the artist w a i v e s  a p r o v i s i o n  of AS 4 5 . 6 7.010 is 

v o i d  e x c e p t  as p r o v i d e d  in this s u b s e c t i o n .  A n  a r t i s t  n a y  w a i v e  the 

p r o v i s i o n s  o f  AS 4 5 . 6 7 . 0 1 0 ( a ) ( 3 )  i f  the w a i v e r  is clear, conspicuous, 

a n d  a g r e e d  to in w r i t i n g  b y  the a r tist. A  w a i v e r  u n d e r  this s u b s e c­

tion  is n o t  v a l i d  w i t h  r e s pect to the p r o c e e d s  o f  a w o r k  o f  art i n i­

tially r e c e i v e d  as a c o n s i g n m e n t  b u t  s u b s e q u e n t l y  p u r c h a s e d  b y  the art 

d e a l e r  d i r e c t l y  or i n d i r e c t l y  for the art d e a l e r’s own account,

(b) A  w a i v e r  u n d e r  (a) o f  this s e c t i o n  m a y  n o t  inure to the 

b e n e f i t  o f  the a r t  d e a ler 's c r e d i t o r s  in a  m a n n e r  that is i n c o n s i s­

tent w i t h  the a r t i s t’s rights u n d e r  A S  4 5 . 6 7 . 0 1 0 .

Sec. 45. 67.030. R E T U R N  T O  A R T I S T .  U n l e s s  the a r tist a n d  art 

d e a l e r  h a v e  o t h e n r i s e  a g r e e d  in w r i t i n g ,  t h e  a r t  d eal er shall return 

a n  u n s o l d  w o r k  o f  a r t  on d e m a n d  o f  the a r t i s t .  ’

Sec. 4 5.67. 0 4 0 .  A P P L I C A B I L I T Y .  (a) T h e  p rovis i o n s  o f  A S  45.-
• V * * # T  4 • . - I  , v

* - VJ * c • .. • 4 -■ *, : ’ * •_ “ # , • • A .

67.010, 4 5 . 6 7 . 0 2 0 ,  a n d  4 5 . 6 7 . 0 3 0  n a y  n o t  b e  c o n s t r u e d  to h a v e  an

e f f e c t  u p o n  a w r i t t e n  or o r a l  c o n t r a c t  or a r r a n g e m e n t  In e x i s t e n c e  on

writtenthe e f f e c t i v e  d a t a  of this section , e x c e p t  b y  the m u t u a l  w r i
• * • . . .. . ■ 

c o m  ent o f  the p a r t i e s .  . • ‘ ;/• ; • '  ■- , • • -

(b) T h e  p r o v i s i o n s  o f  A S  4 5 . 6 7 . 0 1 0  a n d  45.67.020 apply 

CS1IB 5 1 7 (Jua) -2- •
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notwi t h s t a n d i n g  tTics a b s e n c e  of, or a c o n f l i c t  w ith, a written

agreement b e t w e e n  the a r t i s t  and the art d e a l e r  c o n c e r n i n g  a n y  natter 

covered b y  A 3  A 5 . 6 7 . 0 1 0  a nd 45.67.020. I n  the e v e n t  of a conflict

between A S  4 5 . 6 7 . 0 1 0 ,  45. 67.020, or 4 5 . 6 7 . 0 3 0  a n d  A S  45.01 - A S  *.5.09

'(Unifora C o m m e r c i a l  Code) o r  o t h e r  p r o v i s i o n  o f  law, tho. p r o v i s i o n s  of 

AS 45.67.010, 4 5 . 6 7 . 0 2 0 ,  a n d  45.67.030 g o vern.

See. 4 5 . 6 7 . 0 5 0 .  R I G H T  T O  R E P R ODUCE W O R K S  O F  ART. (a) \Hien a

work of a r t  is s o l d  or o t h e r w i s e  t r a n s f e r r e d  b y  o r  on b e h a l f  o f  the 

artist w h o  c r . ^  .c*d it, o r  the h eirs or p e r s o n a l  r e p r e s e n t a t i v e s  of the 

artist, the r i g h t  of r e p r o d u c t i o n  is r e s e r v e d  to the g r a n t o r  u n t i l  it 

passes into the p u b l i c  d o m a i n  b y  act or operation, of law, unless the 

right is s o o n e r  e x p r e s s l y  transferred b y  a n  instrument, note, or 

memorandum i n  w r i t i n g  s i g n e d  b y  the own er o f  the r i g h t  or an a u t h o r­

ised agent o f  the o w n e r .

(b) Vfcen an e x c l u s i v e  or n o n e x c l u s i v e  c o n v e y a n c e  of a right of 

reproduction is m a d e  b y  the h o l d e r  of t h e  r i ght,  or the h o l d e r’s 

authorised a g e n t ,  o w n e r s h i p  o f  the p h y s i c a l  a r t  worl; i3 p r e s u m e d  to 

reciain w i t h  a n d  b e  r e s e r v e d  to the g r a n t o r  u n l e s s  e x p r e s s l y  trans­

ferred in w r i t i n g  s i g n e d  b y  the" grantor o r  t h e  g r a n t o r ' s  authorized
•  -  •* ‘ .  r  .

agent.

(c) T h i s  s e c t i o n  n a y  not b e  c o n s t r u e d  to p r o h i b i t  the fa ir use 

of a w o r k  o f  a r t  o r  to c o n f l i c t  w i t h  f e d e r a l  c o p y r i g h t  law.

Sec. 4 5 . 6 7 . 1 0 0 .  D E F I N I T I O N S .  In this c h a p t e r ,  unless  the con­

text o t h e r w i s e’ r e q u i r e s ,

(1) " a r t i s t "  m e a n s  the creator o f  a w o r k  o f  art or, if 

deceased, t h e  h e i r s  o r  p e r s o n a l  r e p r e s e n t a t i v e s  o f  the c r e ator j

(2) " a r t  d e a l e r "  mean s a p e r s o n  e n g a g e d  in the b u s i n e s s  of
' • • ' r ■.

V  .  ■ » *  • .

selling w o r k s  o f  art, o t h e r  than a person e x c l u s i v e l y  e n gage d in the 

business o f  s e l l i n g  g o o d s  at p u b l i c  auction*

-3- C.5UB 517(Jud)



(3) " c o n s i g n m e n t "  ror.no fh.it no t i t l e  to o r  e s t a t e  in the 

j>oods or r i g h t  to poor; css ion s u p e r i o r  to that o f  the c o n s i g n o r  vests 

in tho c o n s i g n e e ,  n o t w i t h c t e n d i n g  the c o n s i g n e e * ?  p o w e r  o r  a u t h ority 

to transfer a n d  convey, to t h i r d  person, e l l  o f  the right, title end 

interest o f  the c o n s i g n o r ,  in a n d  to the goodsj

(A) ’’cre d i t o r "  has the m e a n i n g  g i v e n  in AS A5.01.201|

(5) " r i g h t  of r e p r o d u c t i o n "  m e a n s  a r i g h t  to reproduce, 

p r epare d e r i v a t i v e  w o r k s  of, d i s t r i b u t e  copies of, or p u b l i c l y  display 

a w o r k  of artj

(6) " w o r k  o f  art", m e a n s  a p a i n ting , sculpture, drawing, 

w o r k  of g r a p h i c  art, p h o t o g r a p h ,  o r  craft w o r k ,  in a n y  ncdiun.

CS113 5 1 7 ( J u d ) - A -
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IN THE HOUSE BY THE J U D I C I A R Y  COMMITTEE

CS FOR HOUSE BILL NO. 517 (Judiciary)

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

F O U R T E 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 relating to the private sale and consignment

of works of art."

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

* Section 1. A S  45.02.326(e) is repealed and r e e n a c t e d  to read:

(e) W h e n  an artist delivers a work of art to an art dealer as 

describee in AS 45.67.010, the art dealer shall p r o m i n e n t l y  display a 

sign stating substantially, "Works of art for sale are on c o n s i g n­

ment." Works of art on co nsignment are not subject, to the claims of 

thf art dealer's creditors.

J u S e e . — 2-s— =T̂ ..~ 4 5 .. -Q g ^ . |4 4 q - a )  £ g  'amended— t -o —r -e ad ~ - '

i) A p e r s o n  who delivers goods under a c o n s i g n m e n t , other.thajy 

a consignment^ under AS 45.02.326(e) or AS 45.67.010, that [W£2<ffrj is 

not a security in'te^est and w h o  w ould be r e q u i r e d  p tf' uncer

AS 45.09.101 - 4 ^ 0 9 . 5 0 7  ''by^AS 45 . 02. 326 (c) ( 3 ) jt^ s p r i o r i t y  over a

secured party w h o  is\j3r becomes ' ^ c r e d i t o r  j& z the consignee and who 

would have a p e r f e c t e d  securi ty inte res^fti^the goods i f f  they were the 

property of the consignee, a H d ^ a T s o  has prioYttg^/with respect to 

identifiable cash proceeds rjerdeiveo\on or b efore d^livery^sif^ the goods 

to a buyer, if /  N.

(1) t j a e c o n s i g n o r  complies w i t h v t h e  filing p r o v i s i o n  of 

AS 45 . 0 2 .$JZ6(c) (3) before the consignee receives p o s s e s s i o n  of the 

g o o d s ' T ^

(2) the consig nor gives n o t i f i c a t i o n  in w a i t i n g  to the 

h older of the securit y interest if the holder has filed a^feinancing

CSHB 5 1 7 ( Jud). ■ • i
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statement c ov er in g the same types of goods bef ore the date of thex  \
fifing made by the consignor;

(3) the h o ld e r of the security interest receiv es  the n o t i­

fication yrt^iin five years before the consign ee  receives p o s s e s s i o n  ot 

the goods A and

(y) the n o t i f i c a t i o n  states t h a t / f h e  co n s ig n or  expects to

deliver goods^ on consignnk 

item or type.

/  * Sec. 3. AS 4 5 . 0 9 . M 4  is am end ed b v Nq dd i ng  a n e w  subsrection to read:

(c) W h e n  an a r ' X ^ a ler sells a w d ^ k ^ d f  art for an arti st as 

described in AS 4 f < o 7 . 0 1 0 / ^ h e i D p a c r e e d s  due the artist fr o m  the 

sale or resaleXf^bh.e-n^<5rk of art are not slTbfecr o r ^ & y b o r d i n a t e  to a 

cl a i m  .'"Tien. or sec u ri tv  interest of the art d e a l e r 1 sXc redifer s .

* Se c. -3. AS 45 is am ended by adding a n e w  ch ap ter to r e a a V

f C H A P T E R  67. ART I ST S  AND WO RKS OF ART.

Sec. 45.67.0 A R T IS TS  AND A R T  D EA L ER  RELAT IONSHIPS. (a) When 

an artist delive rs  or causes to be d el i ve re d a w o r k  of art of the 

artist's own cr e at io n  to an art dealer for the pu rp os e of sale, or

e xhibition and sale, on a commission, fee, or other basis of c o m p e n­

sation, the a cc e pt a nc e  of the w o r k  of art by the art dea ler is a

consignment, and

(1) the art dealer is, w i t h  respect to the w o r k  of art, the 

agent of the artist;

(2) the w o r k  of art is trust p ro p e r t y  in the hands of the

art dealer for the ben e fi t  of the artist; and

(3) p r oc ee ds  fro m the sale of the w or k  of art are trust

-funds in the hands of the art dea le r for the be ne fi t of the artist.

(b) A w o r k  of art initially re c e iv e d as a co ns ignment  remains

trust pr operty n o t w i t h s t a n d i n g  the subsequent purch as e of the artwork
. jkI -,6': i>. ftl‘:y

C S H B  5 1 7 ( Jud)



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

2 5

2 6

2 7

2 8

2 9

D R A F T W O R K  D R A F T W O R K  D R A F

by the art dealer d irect ly  or indire ct l y for the art dealer's own 

account until the co ns ign ment price due to the artist is paid in Tull. 

If the w o r k  of art is re sold to a bona fide third p a rt y  before the 

artist has been paid in full, the p roceeds  of the resale are trust 

funds in the hands of the art dealer for the bene f it  of the artist to 

the extent n e c e s s a r y  to pay any ba la nc e still due to the artist. The 

trusteeship continues unt il  the f id u ci ar y o bl i ga t i o n  of the art dealer 

with respect to the t r a ns a ct i on  is d is ch a r g e d  in full.

Sec. 45.67:020. WAIVER. (a) A  pr ov i si o n of a co ntract or 

ag reement w h e r e b y  the artist wai ve s a p r ov i si on  of AS 45.67.0 10  is 

void except as pr o vi d ed  in this subsection. An artist m a y  w a i v e  the 

provisi ons of AS 45.67. 010(a)(3) if the w a i v e r  is clear, conspicuous, 

and agr ee d to in w r i t i n g  by  the artist. A  waiv e r u nd e r this s u b s e c­

tion is not valid w i t h  respect tv' the proce ed s of a w o r k  of art ini­

tially rece iv ed  as a c o ns i gn me n t but s u b s e qu en t ly  p u r c h a s e d  by the art 

dealer d i re ct ly  or i n di r ec tl y  for the art dealer's own account.

(b) A w a i v e r  u n d e r  (a) of this secti on  m a y  not inure to the 

benefi t of the art dealer's creditors in a m a n n e r  that is i n c o n s i s­

tent wi t h  the artist's rights under AS 45.67.010.

Sec. 45.67.030. R E T U R N  TO  ARTIST. Unless the artist and art 

dealer have otherw is e a g re ed  in writing, the art dealer shall return 

an u n s o l d  w o r k  of art on dema nd  of the artist.

Sec. 45.67.040. A PP L IC AB ILITY. (a) The p r ov i si o ns  of AS 45.-

67.010, 45.67.020, and 45.67.030 m a y  not be c on st r u e d  to have ’an

effect upon  a w r i t t e n  or oral contract or a r range me nt  in existence cr. 

the effect iv e date of this section, exce pt by the m utual w r i tt e n 

consent of the parties.

(b) The provisio ns  of AS 45.67.010 and 45 .67.020  apply n o t w i t h­

standing the absence of, or a conf li ct with, a w r i t t e n  agreement

-3- C S H B  5 1 7 ( Jud)
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1 bet we en  the artist and the art dealer  concer ni n g any m a t t e r  covered by

2 AS 45.67.010 and 45.67.020. In the event of a co nf l ic t  be tween

3 AS 45.67.010, 45.67.020, or 4 5 . 6 7 . 03C and AS 45.01 - AS 45.09 (Uniform

4 Commercial Code) or other p r o v i s i o n  of law, the pr o vi s i o n s  of AS 45.-

5 67.010, 45.67.020, and 4 5 .6 7.0^0 govern.

6 Sec. 45.67.050. R I G H T  TO R E P R OD U CE  WORKS OF ART. (a) Wh en  a

7 wo r k  of art is sold or o t he rw i se  t r ansfer re d by or on b e h a l f  of the 

artist who created it, or the heirs or personal r e p r e s e n t a t i v e s  of the

9 artist, the right of r e p r o d u c t i o n  is r es erved to the g r a n t o r  unt il it

passes into the public d o ma in  by act or op e ra t io n  of law, unl ess the 

right is sooner ex p re ss ly  t r a n s f e r r e d  by an instrument, note, or

8

9

10

11

12 m e m o r a n d u m  in w r i ti n g s igne d by  the owner of the right or an author-

13 ized agent of the owner,

14 (b) WTien an excl us iv e or n o n e x c l u s i v e  convey a nc e  of a right of

15 repro du c ti o n is made by the h o l d e r  of the right, or the holder's

authorized agent, ow n er sh ip  of the p hysical  art w o r k  is p r e s u m e d  to 

remain w i t h  and be r eserve d to the gr antor unless e x p r e s s l y  t r an s­

ferred in w r i t i n g  signed by the gr an t or  or the g ra nt or's a ut horize d

a g e n t .

(c) This section m a y  not be co nstr ue d to pr o hi bi t  the fair use 

of a w o r k  of art or to co n f li ct  w i t h  federal cop yright law.

Sec. 45.67.100. DEF IN I TI O NS . In this chapter, u nl e ss  the c o n­

text ot he rw is e requires,

(1) "artist" me a ns  the creator of a w o r k  of art or, if

deceased, the heirs or p e r s o n a l  r e pr es e nt a ti v es  of the creator;

(2) "art dealer" means a person  en ga ge d in the bu si ne s s of 

selling works of art, ot her than a pers o n  e xc l us i v e l y  en ga ge d  in the

business of selling goods at pub li c  auction;

(3) " co n si gn ment" me a ns  that no title to or esta te in the

C S H B  51 7(Jud)
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goods or right to p o s s e s s i o n  superior to that of the consignor vests 

in the consignee, n o t w i t h s t a n d i n g  the consignee 's power or authoritv 

to transfer and convey, ^o third person, all of the right, title and

interest of the consignor, in and to the goods;

(4) "creditor" has the m e a n i n g  given in AS 45.01.201;

(5) 'right of re production"  means a right to reproduce, 

prepare derivative works of, distribute copies of, or pu bliclv d i s p l a y  

a w o r k  of art;

(6) 'work of art" means a painting, sculpture, drawing, 

work of graphic art, photograph, or craft work, in any medium.

i..v Wi'-v .U v'̂'Vsv
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I N  T H E  H O U S E  B f  T H E  J U D I C I A R Y  C O M M I T T E E

C S  F O R  H O U S E  B I L L  N O .  5 1 7  ( J u d i c i a r y )

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

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

A  B I L L

F o r  an A c t  e n t i t l e d :  "An A c t  r e l a t i n g  to the p r i v a t e  sale and c o n s i g n m e n t

of w o r k s  of a r t . "

B E  I T  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  L . . A T E  OF A L A S K A :

* S e cti on 1. AS 45.02.326(e) is r e p ealed and reenacte d to read:

(e) When an artist delivers a w o r k  of art to an art dealer as 

describ ed in AS 45.67.010, the art dealer shall p r o m i n e n t l y  d i s play a 

sign stating substantially, "Works of art for sale are on c o n s i g n­

men t . "  Works of art on consignment are not subject to the claims of 

the art dealer's creditors.

* Sec. 2. AS 45.09.114(a) is amended to read:

(a) A  p e r s o n  w h o  delivers goods u n d e r  a c o n s i g n m e n t , other than 

a consi gnment under AS 45.02.326(e) or AS 45.67.0 10, thQ *~ [WHICH] is 

not a s ecurity interest and who w o u l d  be r e q uired  to file under

AS 45.09.101 - 45.09.507 by AS 45.02.326(c)(3) has p r i o r i t y  over a

secured p a rty w h o  is or becomes a creditor of the consig nee and who 

w o u l d  have a p e r f e c t e d  security interest in the goods if they w e r e  the 

p r o p e r t y  of the consignee, and also has p r i o r i t y  w i t h  r e spect to

identifiable cash proceeds r. -.eived on or before deliv e r y  of the goods

to a buyer, if

(1) the consigno r complies w i t h  the filing p r o v i s i o n  of

AS 45.02.326(c)(3) before the consignee receives p o s s e s s i o n  of the

g o o d s ;

(2) the co nsignor gives n o t i f i c a t i o n  in w r i t i n g  to the

holder of the securi ty interest if the h old er has filed a financing

CSHB 517(Jud)
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statement covering the same types of goods before the date of the 

filing made by the consignor;

(3) the holder of the security interest receives the n o t i­

fication w i t h i n  five years before the consignee receive s pos ses s i o n  of

the g o o d s ; and

(4) the n o t ific ation states that the co nsignor expects to

deliver goods on consignment to the consignee, descri bing the goods by 

item or type.

* Sec. 3. AS 45.09.114 is amended by adding a n e w  s ubsection to read:

(c) W h e n  an art dealer sells a w o r k  of art for an artist, as 

described in AS 45.67.010, the proceeds due to the artist from  the 

sale or resale of the w o r k  of art are not subject or subordinate to a 

claim, lien, or security interest of the art dealer's creditors.

* Sec. 4. AS 45 is amended by adding a n e w  chapter to read:

CH A P T E R  67. ARTISTS A N D  W OR KS OF ART.

Sec. 45.67.010. ARTIST S AND A R T  D E A L E R  RELATIONSHIPS. (a) When 

an artist delivers or causes to be delivered a w o r k  of art of the 

artist's own c r e ation to an art dealer for the purpose of sale, or 

exhibiti on and sale, on a commission, fee, or other basis of c o m p e n­

sation, the a cceptance of the w o r k  of art by the art dealer is a 

consignment, and

(1) the art dealer is, w i t h  respect to the w o r k  of art, the

agent of the artist;

(2) the w o r k  of art is trust p r o perty in the hands of the

art dealer for the benefit of the artist; and

(3) proceed s from the sale of the w o r k  of art are trust 

funds in the hands of the art dealer for the benefit of the artist.

(b) A  w o r k  of art initiall y receiv ed as a c o nsig nment remains 

trust pro pe r t y  n o t w i t h s t a n d i n g  the subsequent pur ch a s e  of the artwork 

CSHB 5 1 7 (Jud) -2-
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by the art dealer directl y or indire c t l y  for the art dealer's own 

account until the consignment price due to the artist is paid in full. 

If the w o r k  of art is resold to a bona fide third party before the 

artist has been paid in full, the proceeds of the resale are trust

funds in the hands of the art dealer for the benefit of the artist to

the extent neces sary to pay any b a lance still due to the artist. The 

trusteeship continues until the f i d u ciar y obligation of the art dealer 

w i t h  respect to the transaction is d is charged in full.

(c) The proceeds due to the artist from a sale or resale of the 

w o r k  of art are not subject or s ubor dinate to a claim, lien or s e c u r­

ity interest of the art dealer's creditors.

Se^. 45.67.020. WAIVER. (a) A p rovision of a contract or 

agreement w h e r e b y  the artist waives a provision of AS 45.67.010 is 

void except as provided in this subsection. An artist m a y  w a i v e  the 

provisions of AS 45.67.010(a)(3) if the w aiver  is clear, conspicuous, 

and agreed to in w r itin g by the artist. A  waiver u n d e r  this s u b s e c­

tion is not valid with r e s pect to the proceeds of a w o r k  of art i n i­

tially received as a consignment  but s u b sequen tly pu rch a s e d  by the art 

dealer directly or indi rectly for the art dealer's own account.

(b) A  w a i v e r  under (a) of this section may not inure to the 

benefit of the art dealer's creditors in a manner that is i n c o n s i s­

tent w i t h  the artist's rights u n d e r  AS 45.67.010.

Sec. 45.67.030. R E T U R N  TO ARTIST. Unless the artist and art 

j-.aler have otherwise agreed in writing, the art dealer shall return 

an u nsold  w o r k  of art on demand of the artist.

Sec. 45.67.040. APPLI CABILITY. (a) The provisions of AS 45.-

67.010, 45.67.020, and 45.67.030 m a y  not be construed to have an

effect upon a w r i t t e n  or oral contract or arrangement in exist ence on 

the effective date of this section, except by the m utual w r i t t e n

-3- CSHB 517(Jud)
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consent of the parties.

(b) The provisions of AS A 5.67.010 and 45.67.020 apply n o t w i t h­

standing the absence of, or a co nflict with, a w r i t t e n  agreement 

b e t w e e n  the artist and the art dealer concerning any m a t t e r  cove red by 

AS 45.67.010 and 45.67.020. In the event of a conflict between 

AS 45.67.010, 45.67.020, or 45.6/.030 and AS 45.01 - AS 45.09 (Uniform 

Commer c i a l  Code) or other p r o v i s i o n  of law, the provisions of AS 45.-

67.010, 45.67.020, and 45.67.030 govern.

Sec. 45.67.050. RIGHT TO R E P R O D U C E  WORKS OF a RT. (a) W h e n  a 

w o r k  of art is sold or ot herwise transferred by or on b e h a l f  of the 

artist who created it, or the heirs or personal repres e n t a t i v e s  of the 

artist, the right of r e p r o d u c t i o n  is reserved to the g r a ntor u n t i l  it 

passes into the public domain by act or o peration of law, u n less the 

right is sooner expressly t ransf e r r e d  by an instrument, note, or

m e m o r a n d u m  in writing signed by the owner of the right or an a u t h o r­

ized agent of the owner.

(b) Wh en an exclusive or n o n e x c l u s i v e  conveyance of a right of 

r e p r o d u c t i o n  is made by the h o l d e r  of the right, or the holder's 

a uthor i z e d  agent, ownership of the physical art wo rk is p r e s u m e d  to 

r e mai n w i t h  and be rese rved to the grantor unless e x p r e s s l y  t r a n s­

ferred in w r iti ng signed by the g r a ntor or the grantor's author i z e d  

a g e n t .

(c) This section m a y  not be construed to prohibit, the fair use

of a w o r k  of art or to c onflict w i t h  federal copyright law.

Sec. 45.6/. 100. DEFINITIONS. In this chapter, unless the c o n­

text otherwise requires,

(1) "artist" means the creator of a work of art or, if 

deceased, the heirs or p e r s onal r e p r e sen tatives of the creator;

(2) "art dealer" m eans a person engaged in the b u s i n e s s  of 

CSHB 5 1 7 (Jud) -4-
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selling works of art, other than a p erson e x c l u s i v e l y  engaged in the 

business of selling goods at public auction;

(3) "consignment" means that no title to or estate in the 

goods or right to po sses s i o n  superior to that of the consig nor vests 

in the consignee, n o t w i t h s t a n d i n g  the consignee's p ower or authority 

to transfer and convey, to third person, all of the right, title and 

interest of the consignor, in and to the goods;

(4) "creditor " has the m e a n i n g  given in AS 45.01.201;

(5) "right of r e p r oduc tion" means a right to reproduce, 

prepare derivative works of, distribu te copies of, cr p u b l i c l y  display 

a w o r k  of art;

(6) "work of art" means a pointing, sculpture, drawing, 

wo r k  of graphic art, photograph, or craft work, in any medium.



Dear Max,

I very much appreciate the efforts of the sponsors of this arts 
bill. I think it is going to clarify some rather vague areas concerning 
the rights and responsibilities of artists, art dealers and art patrons.
The section of the bill in which I am most interested is 45. 67. 020, the 
section dealing with the right to reproduce works of art.

Whenever an artist creates a series of original prints, from a stone 
or metal plate, for example, or when he reproduces a painting with a series 
of prints, or makes a series of castings from a mold, the artist may elect 
to mark these original prints, or reproductions, or castings with the letter 
"c" enclosed in a circle, followed by his intitials and the year date. This 
copyright symbol and initials and date proclaim his "intent to copyright" and 
proclaim his rights under Federal Copyright Law. The system functions well with 
works of art which appear as multiple images or forms since everyone, artist, 
dealer and buyer understand, by the fact of the copyright signal appearing on 
the art that certain rights to the reproduction of that work have been established.

Original works, however, one of a kind works, whether they be paintings, 
or drawings or sculptures, often do not bear the copyright symbol because the 
artist has not reproduced them, and does not intend that they be reproduced.
In fact, the artist, although he has the option of marking the work with the 
ccpyright symbol, often will not do so because the appearance of the copyright 
symbol on an original work implies that it has been reproduced, or might be 
reproduced in the future, and the mark might thus affect the value of the work 
both aesthetically and commercially. As I understand Federal Copyright Law, 
the artist has sole rights to reproduction of an original work of his own art 
regardless of whether he has marked it with the copyright symbol. However, the 
lack of such a symbol on a work of'art can create an area of uncertainty in the 
mind of a buyer or art dealer.

For this and otner reasons I think that there is value in a state law 
which addresses the problem and spells out the legal rights of artists in regards 
to the reproduction of their works of art. I think the fairness of the theory 
of f!iis section of of the bill is reflected in Federal Copyright Law, in the 
legal rights of authors to their printed works, and in the legal rights that 
pertain to many kinds of design work, such as achitecture, boat design and so 
on.

R. T. Wallen 
P. 0. Box 1063 
Juneau, Alaska, 99802

Rep. Max Gruenberg 
Pouch V 
State Capitol 
Juneau, Alaska, 99811

February 9, 1986

-



As a state law, this Is close to home, and every person seriously 
involved in the art world here In the state will be familiar with it.
As an artist who has had to deal with copyright related issues a number 
of times in my career, and who has business with many different art dealers, 
ar>d who is often asked by patrons about their rights in regard to a work of 
art, I see great value in this bill and benefits to artist, dealer and buyer 
alike. It goes a long way in clearly establishing the ground rules.
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M E M O R A N D U M

TO: H O U S E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E  M E M B E R S

FROM: R E P R E S E N T A T I V E  M A X  F. G R U E N E B R G ,  JR.

DAT}- • F E B R U A R Y  8, 1986

RE: H B  517 R E L A ?  '.NG T O  T H E  P R I V A T E  SA L E  A N D  C O N S I G N M E N T
O F  W O RKS O F  A R T

T H I S  B I L L  WAS A D A P T E D  F O R  A L A S K A  L A W  F R O M  TWO N E W  Y O R K  
S T A T U T E S  P A S S E D  IN 1 9 6 6 -  I T  IS I N T E N D E D  T O  P R O T E C T  A R T I S T S  IN 
T H E I R  D E A L I N G S  W I T H  AI. D E A L E R S  B Y  P R O V I D I N G  TH A T  A R T W O R K  
D E L I V E R E D  F O R  SALE C O N S T I T U T E S  A  T R U S T  F O R  THE B E N E F I T  O F  T H E  
A R T I S T  A N D  P R O T E C T S  S A L E  P R O C E E D S  F R O M  T H E  C R E D I T O R S  O F  T H E  
A R T  D E A L E R .  THE B I L L  W O U L D  A L S O  G U A R A N T E E  R E P R O D U C T I O N  R I G H T S  
IN S T A T E  STATUTE.

T H E  P R O P O S E D  DRAFT C O M M I T T E E  S U B S T I T U T E  R E F L E C T S  T W O  C H A N G E S  
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1. P A G E  2, L I N E S  18-2 0 P R O V I D E S  T H A T  A N  A R T  D E A L E R  M U S T  
R E T U R N  U N S O L D  A R T O W R K  O N  D E M A N D  T O  THE A R T I S T  IF 
C O N S I S T E N T  W I T H  A N Y  W R I T T E N  A G R E E M E N T S .

2. PA G E  4, L I N E  9 R E P E A L S  A N  E X I S T I N G  S U B S E C T I O N  IN T H E  
U N I F O R M  C O R P O R A T I O N  C O D E  W H I C H  IS S I M I L A R  T O  P R O P S E D  
L A N G U A G E  I N  S E C T I O N  1.

T H E  B I L L  H A S  BEEN W I D E L Y  D I S T R I B U T E D  BY  T H E  S P O N S O R S  T O  
A R T I S T S  A N D  A R T  D E A L E R S  IN T H E  S T A T E  A N D  H A S  R E C E I V E D  P O S I T I V E  
F E E D B A C K .  IT IS S U P P O R T E D  B Y  T H E  I N S T I T U T E  OF A L A S K A  N A T I V E  
A R T S  A N D  T H E  A L A S K A  S T A T E  C O U N C I L  O N  T H E  ARTS.
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T h i s  b i l l  se ts out some o f  the p r o p e r t y  r i g h t s  of 
a r 5 Si p r o v i d i n g  for the sale a n d  c o n s i g n m e n t  of w o r k s  of art 
u n d e r  T i t l e  45. T h e  bill, w h i c h  a d d s  a n e w  C h a p t e r  to this 
Title, d o e s  not c o n t a i n  p e n a l t y  p r o v i s i o n s .  A n y  d i s p u t e s  a r i s i n g  
f i o m  the p r o v i s i o n s  o f  the b i l l  w o u l d  be c i v i l  m a t t e r s  b e t w e e n  
p r i v a t e  p a r t i e s  a n d  w o u l d  not i n v o l v e  the D e p a r t m e n t  of Law.



(b) The delivery to seller of a proper letter of credit suspends the 
buyer’s obligation to pay. I f  the letter of credit is dishonored, the seller 
may on seasonable notification to the buyer require payment directly 

from him.
(c) Unless otherwise agreed, the term "letter of credit" or "banker's 

credit" in a contract for sale means an irrevocable credit issued by a 
financing agency of good repute and, if  the shipment is overseas, of 
good international repute. The term "confirmed credit" means that the 
credit must also carry the direct obligation of such an agency which 
does business in the seller’s financial market. (§ 2.325 ch 114 SLA 

1962)

Sec. 45.02.326. Sale on approval and sale or return; 
consignment sales and rights o f creditors, (a) Unless otherwiso 
agreed, i f  delivered goods may be returned by the buyer even though 

they conform to the contract, the transaction is
( 1 ) a  "sale on approval" if  the goods are delivered primarily for use;

and
(2) a "sale or return" i f  the goods are delivered primarily for resale.

(b) Except as provided in (c) of this section, goods held on approval 
are not subject t the claims of the buyer’s creditors until acceptance; 
goods held on sale or return are subject to such claims while in the 

buyer’s possession.
(c) If  goods are delivered to a person for sale and the person 

maintains a place of business at which he deals in goods of the kind 
involved under a name other than the name of the person making 
delivery, then, with respect to claims of creditors of tht person 
conducting the business, the goods are considered to be on sale or 
return. This subsection is applicable even though an agreement 
purports to reserve title to the person making delivery until payment 
or resale or uses such words as "on consignment" or "on memorandum." 
However, this subsection is not applicable i f  the person making 

delivery
(D complies with an applicable law providing for a consignor’s 

interest or the like to be evidenced by a sign;
(2) establishes that the person conducting the business is generally 

known by his creditors to be substantially engaged in selling the goods 

of others; or
(3) complies with the filing provisions of AS 45.09.101 - - 45.09.507.

(d) An "or return” term of a contract for sale is to be treated as a 
separate contract for sale within the statute of frauds section lAS 
45.02.201), and as contradicting the sale aspect of the contract within 
the provisions on parol or extrinsic evidence (AS 45.02.202).

(e) Whenever an artist delivers or causes to be delivered a work of 
fine art of his own creation to an art dealer for the purpose of sale, or 
exhibition and sale to the public on a commission or fee or other basis 
of compensation, the work of fine art is not subject to the claims of the 
art dealer's creditors, For the purposes of this subsection

S 45.U2.327 A laska Statutks a 45.U2.328

(1) "art dealer" means a person other than a public auctioneer 
engaged in the business of selling works of fine art;

(2) "artist" means the creator of a work cf fine art:
(3) "fine art" includes a painting, 

work of graphic art.
(§ 2.326 ch 114 SLA 1962; am § 1

E ffe c t  o f  a m e n d m e n t .  —  T h e  1979 
a m e n d m e n t added subsection  (e l.

E d i t o r 's  n o te .  —  S ub se c tion  te>. w h ic h 
w as added b y  th e  a m e n d m e n t, is  n o t p a r t 
o f th e  o ff ic ia l te x t  o f  th e  U n ifo rm  
C o m m e rc ia l Code.

sculpture, drawing, photograph, or 

c'n 8 SLA 1979)

A m . J u r .  2 d  n n d  A L I I  r e fe re n c e s .  —
67  A m . J u r .  2d. S ales. $ 410.

C o n s ir -T ie n t  tra n s a c tio n s  u n d e r  th e 
U n ifn r> ; C o m m e ric a l C ode, 4 0  A L R 3 d
107,°.

Sec. 45.02.3*27. Special incidents o f sale on app roval and sale 
or return, (a) Under a sale on approval, unless otherwise agreed,

(1) although ‘he goods are identified to the contract, the risk of loss 
and the title do not pass to the buyer until acceptance;

(2) use of the goods consistent with the purpose of trial is not 
acceptance, but failure seasonably to notify the seller of election to 
return the goods is acceptance, and, i f  the goods conform to the 
contract, acceptance of any part is accept.. nee of the whole; and

(3) after due notification of election to return, the return ia at the 
seller's risk and expense but a merchant buyer must follow reasonable 
instructions.

(b) Under a sale or return, unless c*' ,-rwise agreed,

(1) the option tc return extends to the whole or a commercial unit of 
the goods while in substantially their original condition, but must be 
exercised seasonably; and

(2) the return is at the buyer’s risk and expense. iS 2.327 ch 114 SLA 
1962)

A L I t  re fe re n c e .  —  Goods in  "sa le  o r 
r e tu rn "  tra n s a c tio n  u n d e r  U .C .C . § 2 -3 2 7 , 
6 6  A LF .3 d  190.

Sec. 45.02.328. Sale by auction, (a) In a sale by auction if  goods 
are put. up in lots each lot is the subject of a separate sale.

(b) A sale by auction is complete when the auctioneer so announces 
by the fall of the hammer or in other customary manner. Where a bid 
is made while the hammer is falling in acceptance of a prior bid, the 
auctioneer may in his discretion reopen the bidding or declare the 
goods sold under the bid on which the h.. nmer was falling.

Ic) A sale by auction is with reserve unless the goods are in explicit 
terms put up without reserve. In an auction with reserve, the 
auction'er may withdraw the goods at any time until he announces 
complet. in  of the sale. In an auction without reserve, after the 
uuctionet r calls for bids on an article or lot, that article or lot cannot

3.4
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Original sponsor: Rules/Governor

IN T HE H OUSE BY THE J U D I C I A R Y  COMMITTEE

CS F OR HOUSE BILL NO. 519 (Judiciary)

IN THE L EGI SLATURE OF THE STATE OF A LASKA 

FOURTEENTH L E G I S L A T U R E  - S E COND SESSI ON

A BILL

For an Act entitled: "An Act relating to the financing, leasing, or a c q u i­

sition of facilities, goods, services, or projects; 

and providin g for an e f f e c tive date."

BE IT E N A C T E D  BY THE LEGISL ATURE OF THE STATE OF ALASKA:

* Section 1. AS 1 A . 40.040 is amended to read:

Sec. 14.40.040. G E NER AL POWERS OF THE UNIVERSITY. T h e r e  is

created and established  a c o r p o r a t i o n  to be called the U n i v e r s i t y  of

Alaska. It m a y  in that name

(1) sue and be sued?

(2) receive and hold real and p e r sonal property;

(3) contract and be c o n t r a c t e d  with;

(4) adopt, use and alter a c o r p o r a t e  seal;

(5) b o r r o w  money, issue debt, or enter into l o n g - t e r m  

o b ligation s for the purchase of facilities, goods, or services, w h i c h 

o b ligation s secure, in w hole or in part, debt issued by anothe r party,

a s approved by the state bond c o m m i t t e e  u n d e r  AS 37.15.770 and a p­

pro v e d  by law; an a p p r opriation does n o t  const i t u t e  approval by law 

for purposes of this paragraph;

(6) do and have done all m a t t e r s  n e c e s s a r y  for the purpose 

of any function set out [FORTH] in this chapter.

* Sec. 2. AS 14.40 is amended b y  a dding  a n e w  section to read:

Sec. 14.40.255. L EASE-FINANCING. The Boa rd of Regents m a y  enter

into l e a s e -fina ncing agreements only w i t h  the A l a s k a  State Housing 

A u t h o r i t y  acting as the A l a s k a  State B u i l d i n g  Authority. A lease-

-1- CSHB 519(Jud)
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financing agreement must provide  that lease payme n t s  are subject to 

annual appropriation. If the board intends to enter into an agreement 

under this subsection, the board shall pro vide n o t i c e  to the l e g i s l a­

ture and to the state bond committee. The n o t i c e  m u s t  include the 

a n t i c i p a t e d  annual lease payment, the a n ticipated  p r i n c i p a l  amount of 

the debt to be issued by the A l a s k a  State H o using A u t h o r i t y  acting  as 

the A l a s k a  State Building Authority, and the a n t i c i p a t e d  total c o n­

struction or acquisition cost of the project. The b o a r d  m a y  not enter 

into an agreement under this section unless the p ublic b u i l d i n g  to be 

p r o v i d e d  has been ap proved by law. A n  a p p r o p r i a t i o n  for the project 

does not constitute approval by law for purposes of this section.

* Sec. 3. AS 1 8 . 5 5 . 1 0 0 ( a ) (13) is amended to read:

(15) acting as the A l a s k a  State Building A u t h o r i t y arrange 

or contract for the financing or [, DESIGN, C O N S T R U C T I O N  AND] a c q u i s i­

tion of public buildings designed by, const r u c t e d  by, or w h o s e  a c q u i­

sition has been approved by the Dep ar t m e n t  of T r a n s p o r t a t i o n  and 

Public Facilities for lease to the state in a ccordanc e w i t h  AS 18.55.- 

010 - 18.55.290 and ;VS 37. 1 5 . 7 7 0 .

* Sec. A. AS 18.55.1A0 is amended to read:

Sec. 18.55.1A0. ISSUANCE OF BONDS, NOTES, A N D  R E F U N D I N G  BONDS. 

The a u t h ority may issue bonds and notes from time to time in its 

discre t i o n  for any of its corporate purpo ses and 'ay issue refu nding 

bonds for the purpose of p aying or r e t i r i n g  bonds p r e v i o u s l y  issued by 

i t . The authority m a y  not issue bonds for public b u i l d i n g s  u ntil the 

state b o n d  committee has appro v e d  the proposal for the issuance of 

debt u n d e r  AS 37.15.770 and the b u i l d i n g  has been a p p r o v e d  by law. An 

a p p r o p r i a t i o n  for the b u i ldi ng does not constitute ap proval by law for 

purpose s of this section.

* Sec. 5. AS 18.55.1A 0 is amended by adding a n e w  s u b s e c t i o n  to read: 

CSHB 519 (Jud) -2-
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(b) Bonds issued b y  the a u t h ority for public b u i l d i n g s  must be 

issued in the name of the A las ka State Buil ding A u t h o r i t y  and are 

subject to AS 18.55.010 - 18.55.290.

* Sec. 6. AS lo.55.288 is amended by adding a n e w  p a r a g r a p h  to read:

(4) ''bond” means any bond, note, interim  certificate, 

debenture, or other o b l i g a t i o n  issued by the a u t h o r i t y  or the a u t h o r­

ity acting as the A l a s k a  State Bu ilding A u t h o r i t y  under AS 18.55.010 - 

18.55.290.

* Sec. 7. AS 22.05.025 is amended by adding a n e w  subsection  to read:

(c) The supreme court m a y  enter into lease- f i n a n c i n g  agreements 

only w i t h  the A l a s k a  State H o using A u t h o r i t y  acting as the Alaska 

State B u i l d i n g  Authority. A l e a s e -fin ancing agreement must provide 

that lease payments are subject to annual appropriation. If the 

supreme court intends to enter into an agreement un der this s ubse c­

tion, the supreme court shall provide n otic e to the legislatu re and to 

the state b o n d  committee. The notice must include the anticipated 

annual lease payment, the a nticipate d princ ipal amount of the debt t 

be issued by the A l a s k a  State H o us ing A u t h o r i t y  acting as the Ala: 

State B u i lding  Authority, and the a n ticipat ed total c o n struction or 

a c q u i s i t i o n  cost of the project. The supreme court m a y  not enter into 

an a g r e ement u n d e r  this subsection unless the publ; ** b u i l d i n g  to be 

pr o v i d e d  has b e e n  a p p roved by law. A n  approp r i a t i o n  for the project 

does not cons ti t u t e  approval by law for purposes of this section.

* Sec. 8. AS 24.23 is amended b y  adding n e w  sections to read:

AR T I C L E  2. LE ASE AGREEMENTS.

Sec. 24.23.100. L E A S E  OF SPACE. The L e g i s l a t i v e  Affa irs Agency 

may lease n e c e s s a r y  office space, and contract for the lease of space, 

for the use of the A laska  legislature and its employees.

Sec. 24.23.110. The Legi s l a t i v e  Affairs A g e n c y  m a y  enter into

-3- CSHB 519(Jud)
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l e a s e -fin ancing agreements only w i t h  the A laska State H o u s i n g  A u t h o r­

ity acting as the A l a s k a  State B u i l d i n g  Authority. A  lease-financing 

agreement must provide that lease payments are subject to annual 

appropriation. If the agency intends to enter into an agreement under 

this subsection, the agency shall provide notice to the legislature 

and to the state bond committee. The notice must include the a n t i c i­

pated annual lease payment, the anti ci p a t e d  princ i p a l  amount of the 

debt t:i be issued by the A l a s k a  State Housing A u t h o r i t y  acting as the 

A l a s k a  State Building Authority, and the a n ti cipated total c o n s t r u c­

tion or acquis i t i o n  cost of the project. The a ge ncy m a y  not enter 

into an a greement under this section unless the public build i n g  to be 

provid ed has been approved by law. An a p p r o p r i a t i o n  for the project 

does not constitute approval by law for purposes of this section.

* Sec. 9. AS 37.05.280 is amended to read:

Sec. 37.05.280. LEASES. The department shall lease necessary 

space, and contract for the lease of space_j_ for the use of the state 

or an agency of the state, w h e r e v e r  it is n e c e s s a r y  and feasible, 

subject to compliance w i t h  the requirements of AS 37.05.22 0 - 37.05.- 

280. A [NO] lease or contract for a lease m a y  not p r ovide for a 

period of o c c u p a n c y  greater than A0 years. A  lease agre ement must 

provide that lease payments are subject to annual appropriation. An 

agency of the state r e q u i r i n g  office, w a r e h o u s e ^  or other space shall 

lease the space through the department. [NO C O N T R A C T  OR LEASE E X­

ECUTED A F T E R  J A N U A R Y  1, 1966, W H I C H  PROVIDES FOR A  P A Y M E N T  OR PAYMENTS 

BY THE STATE IN EXCESS OF $12,000 A N N U A L L Y  IS VALID U NLESS THE USE 01 

THE SPACE TO BE P R O VIDED FOR BY SUCH CONTRACT OR L E A S E  HAS BEEN E X­

PRES S L Y  A P P R O V E D  BY THE L E G I S L A T U R E  BY CONCURREN T RESOLUTION.]

* Sec. 10. AS 37.05 is amended b y  adding a n e w  section to read:

Sec. 37.05.285. LEASE FINANCING, '.'he department m a y  enter into 

CSHB 519(Jud) -A-
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lease-financin g agreements only w i t h  the A l aska State H o u s i n g  A u t h o r­

ity acting as the A l a s k a  State Building Authority. A  lease-financing 

agreement must provide that lease payments are subject to annual 

appropriation. If the departm ent intends to enter into an agreement 

u nder this subsection, the department shall provide n o t i c e  to the 

legislature and to the state bond committee. The notice m u s t  include 

the anticipated annual lease payment, the anticipated principal amount 

of the debt to be issued b y  the A la ska State Housing A u t h o r i t y  acting 

a the A l aska State B u i l d i n g  Authority, and the a n t i c i p a t e d  total 

constru ction or acquis i t i o n  cost of the project. The d epartmen t may 

not enter into an agreement u nder this subsection unless the public 

buildin g to be provided has been appro ved by law. An a p p ropri ation 

for the project does not constitute approval by law for purposes  of 

this section.

* Sec. 11. AS 37.15.040 is amended to read:

Sec. 37.15.040. SALE OF BONDS. Before selling an issue or 

series of bonds, the state bond  committee shall give n o t i c e  inviting 

sealed bids in the [SUCH] m a n n e r  [AS] it m a y  prescribe. If s a t i s f a c­

tory bids are received, the bonds offered for sale shall be awar ded to

the h i gh est responsible b i d d e r  or b i d d e r s . If the state b o n d  c o m m i t­

tee determines that cne bids received are not satisfactory as to price 

or respo n s i b i l i t y  of the bidders, it m a y  reject all bids received.

* Sec. 12. AS 37.15.110 is a m end ed to read:

Sec. 37.15.110. C R E A T I O N  AND M E M B E R S H I P  OF STATE BOND COMMITTEE. 

There is created w i t h i n  the Depa rtment of Revenue a comm ittee k n o w n  as 

the "state bond committee," the members of which are the commissioner 

of commerce and economic development, the commissioner of a d m i n i s t r a­

tion, and the c o m mission er of revenue. If a member of the committee 

is absent or otherwise u n a b l e  to act, the member's d e s igne e in the

-5- CSHB 5 1 9 ( Jud)
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department shall act as a m e m b e r  of the committee in the member's 

place.

* Sec. 13. AS 37.15.130 is amended to read:

Sec. 37.15.130. OFFICERS, RECORDS AND PROCEEDINGS. The c o m m i s­

sioner of commerce and economic development is the chairman of the 

state bond committee and the commissioner of revenue is the secretary. 

A  m a j o r i t y  of the members of the committee constitutf a quorum. The 

committee shall keep a full, complete, and permanen t record of its 

proceedings. All records and correspondence  of the committee shall 

be kept in the office of the c o mm_ssione r of revenue. For the purpose 

of this chapter and AS 44.62.310, public notice of 24 hours or m o r e  is 

adequate notice of a meetin g of the committee at w h i c h  the issuance of 

bonds is authorized.

* Sec. 14. AS 37.15.140 is amended to read:

Sec. 37.15.140. DUTIES OF STATE BOND COMMITTEE. The state bond 

committee shall adopt the resolu t i o n  and prepare tne documents n e c e s­

sary for the issuance, sale, and delivery of state general obligation 

b o n d s .

* Sec. 15. AS 37.15.140 is amend ed by adding new subsections to read:

(b) The state bond commit tee shall prepare an annual report to 

be submitted to the gov ernor and legislature b efore M a r c h  31 of each 

year. The report must show

(1) all o u tstanding debt of d e bt- issuing entities of the

s t a t e ;

(2) the a n ticipat ed effect on the finances and credit of 

the state, including the effect on long-te rm debt capac ity and c r e d i t­

worthiness, resulting from that debt;

(3) Wi.-oh l o n g - t e r m  debt is state support ed and w h i c h  is 

suppo r t e d  only by revenue a t tributab le to the p r o j e c t  bei ng financed

CSHB 519 (Jud) -6-
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by the debt;

(4) all long-term capital lease obligations of the state;

(5) the volume of s h o r t - t e r m  debt issued and r e t i r e d  during

the year by debt-issuing entities of the state;

(6) specific i d e n tifica tion of each issue for w h i c h  the 

state has pledged some form of i ndirect support for the debt, i n c l u d­

ing any moral obligati on of the state to support the debt;

(7) future bond ing and debt capacity implications of l e g i s­

lation enacted in the previous l eg islative session; and

(8) the r ecomm ended debt issuance capacity of the state for

the next two years following the year of the report.

(c) The state bond committee m a y  develop w r i t t e n  policie s c o n­

cerning debt of the state.

* Sec. 16. AS 37.15.150 is amended to read:

Sec. 37.15.150. STAFF A N D  [ COMMITTEE MAY EMPLOY] SPECIAL S E R­

VICES. The state bond committee m a y  appo int an executive director who 

may, w i t h  approval of the committee, select and employ additional 

staff as necessary. Employees of the committee are in the p a r t ia lly 

exempt service under AS 39.25.120. If the [STATE BOND] committee

considers it n ecessary and advisable, it may procure a r c h i t e c t u r a l  or

engineering, fiscal agent or m u n i c i p a l  investment, l egal^ and other 

expert or specialized services at reasonable  and cu stomary fees to 

assist it in accomplishin g the m o s t  advantageous sale of the bonds. 

The fees m a y  be paid from the p r o ceeds  of the sale or advan c e d  from 

the contin g e n c y  fund in the Office [OFFICE] of the G o v erno r [GOVERNOR] 

or otherwise.

* Sec. 17. AS 37.15.450(a) is a m e nded to read:

(a) The bonds shall be sold in the manner, p rice or prices, 

[SUCH] amounts or series^ and at the [SUCH] time or times [AS]

-7- CSHB 519(Jud)
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determ i n e d  by the c o m m ittee at either public or p r i v a t e  s a l e . [BEFORE

SELLING A  SERIES OF BONDS, THE C O M M I TTEE SHALL G I V E  N OTICE INVITING

SEALED BIDS IN SUCH M A N N E R  AS T M A Y  PRESCRIBE. IF S A T ISFACTORY  BIDS 

ARE RECEIVED, THE BONDS OFFERED F OR SALE SHALL BE A W A R D E D  TO THE 

H I G H E S T  R E S P O N S I B L E  BIDDER. IF THE COMMI T T E E  DET ERMINES THAT THE BIDS 

R E C E I V E D  A R E  *’9T S A T I S F A C T O R Y  AS TO PRI CE OR R E S P O N S I B I L I T Y  OF THE 

BIDDERS, IT M A Y  R E J E C T  A L L  BIDS RECEIVED.] The bonds, or each series 

of them, shall be sold at such a p rice so that the ef fective interest 

rate over the life of the bonds does not exceed 11 p e r c e n t  per year or 

that rate of interest w h i c h  is 125 p e r c e n t  of the rate of the Bond

Buyer Index of 20 M u n i c i p a l  Bond A v e r a g e  Yields for the w e e k  previous

to the date of sale of the bonds, w h i c h e v e r  is higher. Interest shall 

be p a y abl e annually or semiannually.

* Sec. 18. AS 37.15.460 is amended to read:

Sec. 37.15.460. BOND RESOLUTION. The committee is author!' ?d

and directed  to adopt the bond  r e s o l u t i o n  and prepare all other d o c u­

ments and procee d i n g s  n e c e s s a r y  for the issuance, sale and delivery of 

the b onds or any part or series of them. The bond r esolution  shall 

fix the pr incipal amount, denomination, date, maturities, place or 

places of payment, rights of redemption, if any, terms, form, c o n d i­

tions and covenants of the bonds or each series of them. The c o m m i t­

tee shall also de termine and p r ov ide for the date a n d  m a n n e r  of sale

of the bonds, and shall p r o v i d e  where a [WHETHER THE] n oti ce of sale_j_ 

if any, is to be p u b l i s h e d  [ELSEWHERE IN A D D I T I O N  T O  THE PU BLICATION 

R E Q U I R E D  BY AS 37.15.450].

* Sec. 19. AS 37.15.650(a) is amended to r^ad:

(a) The toll facilities bonds are sold in the manner, price or 

p r i c e s , amounts or s e r i e s ^  and at the time as determin ed by the c o m­

mit t e e ^ a Lt _ e i t h e ^ _ p i ^ i c _ o r j p r i v ^  [BEFORE S E LLING A  SERIES OF

C S H B  5 1 9 ( Jud) -8-
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BONDS, THE COMMITTEE  SHALL GIVE N OTI CE INVITING S EALE D BIDS. IF 

SA T I S F A C T O R Y  BIDS A R E  RECEIVED, THE BONDS OFFERED F O R  SALE A R E  A W ARD ED 

TO THE HIGHEST R E S P O N S I B L E  BIDDER. IF THE COMMITTEE D E T E R M I N E S  THAT  A 

BID R E C E I V E D  IS NOT S A T I S F A C T O R Y  AS TO PRICE OR R E S P O N S I B I L I T Y  OF THE 

BIDDER, THE C O M M IT TEE M A Y  R E J E C T  THE BID RECEIVED.] Bonds, or a 

series of bonds, m a y  not be sold if the effective i n t e r e s t  race over 

the life of the b o n d s  e x c eeds 11 percent per year or that rate of 

interest that is 125 p e r c e n t  of the rate of the Bond B u y e r  Index of 20 

M u n i c i p a l  Bond A v e r a g e  Y i e l d s  for the w e e k  previous to the date of 

sale of the bonds, w h i c h e v e r  is higher. Interest is p a y a b l e  annually 

or semiannually.

* Sec. 20. AS 37.15.660 is a m ended to read:

Sec. 37.15.660. BON D RE SOLUTION. The committee is autho r i z e d

and dir ected to adopt the b o n d  r e s o l u t i o n  and prepare all other d o c u­

ments and proceedings n e c e s s a r y  for the issuance, sale, and delivery 

of the bonds or any p a r t  or series of them. The bond r e s o l u t i o n  shall 

fix the principal amount, denomination, date, matu ri t i e s ,  place or 

places of payment, r ights of redemption, if any, terms, form, c o n d i­

tions, and covenants of the bonds or each series of them. The c o m m i t­

tee shall also d e t e rmine and p r o v i d e  for the date a n d  m a n n e r  of sale 

of the bonds, and shall p r o v i d e  w h e r e  a [WHETHER THE] n o t i c e  of sale^ 

if any, is to be p u b l i s h e d  [ELSEWHERE IN ADDITION TO THF. PUBLI CATION 

REQUIRED BY AS 37.15.650].

* Sec. 21. AS 37.15 is a m e n d e d  b y  a dding n e w  sections to read:

A R TICLE 5. S T A T E - S U P P O R T E D  DEBT.

Sec. 37.15. /j. S T A T E  A G E N C Y  DEBT. (a) The s tate bond c o m m i t­

tee shall review p r o p o s a l s  for the issuance of debt by or on b e h a l f  of

(1) the A l a s k a  State H o u s i n g  Authorit y a c ting as the Alaska 

State B u i lding A u t h o r i t y  for the purpose of p r o v i d i n g  public

-9- C S H B  5 1 9 ( Jud)
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buildings; and

(2) the U n i v e r s i t y  of Alaska.

(b) The committee shall r e v i e w  the general p r o g r a m s  and f i n a n c­

ing plans of the a g e n c y  that proposes to issue the debt as w e l l  as the

specific aspects of the p r o p o s e d  debt issue, including

(1) a m o u n t s ;

(2) times;

(3) maturities;

(A) debt st ructure and security features;

(5) credit enhancements;

(6) use of proceeds;

(7) official documents;

(8) p l anned rating agency presentations; and

(9) selection, retention, or compensatio n of financial

advisors, oond counsel, trustees, u n d e r w r i t e r s , and other p r o f e s s i o n­

als .

(c) The state b o n d  committee shall consider a p p r o v a l  of the

amount and time of sale of the debt. The committee shall approve the 

issuance of the debt if, in its judgment, the debt m a n a g e m e n t  aspects 

of the issue reviewed  u n d e r  (b) of this section are in the best  i n t e r­

ests of the state. The co mmittee m a y  limit approval of the issuance 

of debt u p o n  compliance w i t h  terms established by the committee.

(d) At the time of sale of the debt, the state b o n d  committee 

shall r e v i e w  the bids  or p r ici ng of the debt, i n c l u d i n g  discounts, 

u n d e r w r i t i n g  spreads, and interest rates. If the c o m m i t t e e  determines 

that the bids or prices are not s a tisf actory or that the bidders are 

not responsible, the a genc y m a y  not sell the debt.

Sec. 37.15.790. M U N I C I P A L  SCHOOL DEBT. If, at any time, the

state b ond committee, in its judgment, determines that the amount or

CSHB 519(Jud) -10-
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retire ment of debt issued by m u n i c i p a l i t i e s  and subject to r e i m b u r s e­

ment by the state u n d e r  AS 14.11. 100 is not in the bes t interest of 

the state, the committee may

(1) establish an amount or amounts, for any or all years 

before  the maturit y of all of that m u n i c i p a l  debt, that m a y  not be

e x c eeded by the D e p a r t m e n t  of E d u c at ion in app roving requ ests under

AS 14.11. 103; or

(2) establish, under AS 14.11 .100(j )(3), a term required 

for the maturities of m u n i c i p a l  debt a uthorized by local v oters after 

M a r c h  31, 1986.

* Sec. 22. AS 39.25.120(c) is amended by adding a n e w  p a r a g r a p h  to 

r e a d :

(19) employees of the state bond  committee.

* Sec. 23. Projects a p p r o v e d  by law befo re January 1, 1986, are exempt

from this Act.

* Sec. 24. This Act takes effect immed iately in accordanc e w i t h  AS 01.- 

1 0 . 0 7 0 ( c ) .

-11- C S H B  5 1 9 ( Jud)



DEPARTMENT OF PUBLIC SAFETY 

POSITION PAPER -  HB 554 

F e b r u a r y  2 0 ,  1936

H8 5 5 4  "An A c t  r e l a t i n g  t o  s e n t e n c i n g . "

The  C o u n c i l  on D o m e s t i c  V i o l e n c e  a nd  S e x u a l  A s s a u l t  wo u l d  l i k e  t o  a dd  some 
c o n c e r n s ,  c omment s  a n d  q u e s t i o n s  a b o u t  c e r t a i n  s e c t i o n s  o f  HB 554 t o  t h e  
d i s c u s s i o n  o f  t h e s e  ver j ,  i m p o r t a n t  i s s u e s .

S e c .  5 .  AS 1 2 . 5 5 . 1 2 5 ( i ) .  T h i s  s e c t i o n  p r o p o s e s  t o  a b o l i s h  p r e s u m p t i v e  
t e r m s  f o r  f i r s t  f e l o n y  c o n v i c t i o n s  o f  s e x u a l  a s s a u l t  i n  t h e  f i r s t  d e g r e e  
a n d  s e x u a l  a b u s e  o f  a m i n o r  i n  t h e  f i r s t  d e g r e e .  T h i s  s e c t i o n  a l s o  r e d u c e s  
p r e s u m p t i v e  s e n t e n c e s  f o r  s e c o n d  a nd  t h i r d  f e l o n y  c o n v i c t i o n s .

The C o u n c i l  on D o m e s t i c  V i o l e n c e  a n d  S e x u a l  A s s a u l t  wo u l d  l i k e  t o  i n s u r e  
t h a t  s e r i o u s  d i s c u s s i o n  o c c u r s  p r i o r  t o  a b o l i s h i n g  p r e s u m p t i v e  t e r m s  f o r  
f i r s t  f e l o n y  c o n v i c t i o n s  o f  s e x u a l  a s s a u l t  i n  t h e  f1**st  d e g r e e  a n d  s e x u a l  
a b u s e  o f  a m i n o r  i n  t h e  f i r s t  d e g r e e .  When t h e  L e g i s l a t u r e  c l a s s i f i e d  
f i r s t  d e g r e e  s e x u a l  a s s a u l t s  a s  u n c l a s s i f i e d  f e l o n i e s ,  t h e y  r e c o g n i z e d  t h e  
s e r i o u s n e s s  o f  t h e s e  c r i m e s .  E x c e p t  f o r  h o m i c i d e ,  r a p e  i s  t h e  m o s t  s e r i o u s  
v i o l a t i o n  o f  a p e r s o n ' s  b o d y  b e c a u s e  i t  d e p r i v e s  t h e  v i c t i m  o f  b o t h  p h y s ­
i c a l  a n d  e m o t i o n a l  p r i v a c y  a n d  a u t o n o m y .  When r a p e  o c c u r s ,  t h e  v i c t i m ' s  
e g o  o r  s e n s e  o f  s e l f  a s  w e l l  a s  h e r  b o d y  i s  p e n e t r a t e d  a n d  u s e d  w i t h o u t  
c o n s e n t .  S h e  h a s  l o s t  a b a s i c  human n e e d  a n d  r i g h t :  c o n t r o l  o f  p h y s i c a l  
a n d  e m o t i o n a l  s e l f .  A l t h o u g h  i n  many c a s e s  o f  c h i l d  s e x u a l  a s s a u l t  p h y s ­
i c a l  f o r c e  i s  n o t  an  i s s u e ,  t h e  damage  t o  t h e  v i c t i m  i s  a s  s e r i o u s  a nd  c a n  
t e  l o n g e r  l a s t i n g  b e c a u s e  e m o t i o n a l  d a ma g e  i s  n o t  a s  e a s i l y  r e p a i r e d  a s  
b r o k e n  b o n e s  o r  b r u i s e s .  V i c t i m s  o f  c h i l d  m o l e s t a t i o n  a r e  a f f e c t e d  mor e  
s e v e r e l y  by  t h e  c r i m e  t h a n  a r e  v i c t i m s  o f  m o ^ t  c r i m e s  a s  s u p p o r t e d  b /  
s t a t i s t i c s  r e l a t i n g  t o  t h e s e  v i c t i m s .  S t u d i e s  h a v e  r e v e a l e d  t h a t  a m a j o r i ­
t y  o f  p r o s t i t u t e s  w e r e  m o l e s t e d  a s  c h i l d r e n .  F e m a l e  m o l e s t a t i o n  v i c t i m s  
o f t e n  b e c o me  a b u s e r s  o f  a l c o h o l  o r  d r u g s  a nd  a l a r g e  p r o p o r t i o n  o f  f e m a l e  
p a t i e n t s  i n  m e n t a l  h o s p i t a l s  w e r e  m o l e s t e d  a s  c h i l d r e n .  One r e s e a r c h e r  h a s  
e s t i m a t e d  t h a t  " u p w a r d s  o f  80*, o f  k i d s  a t  j u v e n i l e  h a l l  had  b e e n  s e x u a l l y  
m o l e s t e d  r e g a r d l e s s  o f  t h e  r e a s o n s  t h a t  p l a c e d  t h e m  t h e r e " .  A l s o  o f  g r e a t  
c o n c e r n  i s  t h e  p r o b a b i l i t y  t h a t  a n  o v e r w h e l m i n g  m a j o r i t y  ( 7 5 »  a c c o r d i n g  t o  
o n e  s t u d y )  o f  c h i l d  m o l e s t e r s  a n d  m o s t  r a p i s t s  r e p o r t e d  t h e y  w e r e  m o l e s t e d  
d u r i n g  c h i l d h o o d .  Th e  c o n s e q u e n c e s  o f  c h i l d  s e x u a l  a s s a u l t  p l u s  t h e  
o n g o i n g  t r a u m a  s u f f e r e d  b y  v i c t i m s  c o n f i r m  t h e  s e r i o u s n e s s  o f  t h e  c r i m e .

R e s e a r c h  h a s  shown t n a t  m o l e s t a t i o n  by a p a r e n t  o r  s t e p  p a r e n t  i s  mor e  
t r a u m a t i c  t o  t h e  c h i l d  t h a n  c a s e s  i n v o l v i n g  n o n - f a m i l y  member s  b e c a u s e  t h e  
c h i l d  h a s  b e e n  h a r me d  r e p e a t e d l y  by  a p e r s o n  whom he  o r  s h e  l o v e s ,  t r u s t s  
a n d  r e g a r d s  a s  a p r o t e c t o r .  T r e a t m e n t  e x p e r t s  f i n d  l i t t l e  d i f f e r e n c e  : n  
t h e  b e h a v i o r a l  c h a r a c t e r i s t i c s  a nd  p a t t e r n s  o f  o f f e n d i n g  b e h a v i o r  o f  a r  
i n c e s t  o f f e n d e r  a nd  a n o n - f a m i l y  c h i l d  m o l e s t e r .  In  one  o f  t h e  f ew



empirical studies of child molesters, it was shown that incest offenders 
often commit sexual assault upon other individuals. Forty-four per cent of 
the incestuous males studied reported molesting non-family female children 
as well as their daughters; 11? of these incestuous men reported sexual7y 
abusing their sens as well as their daughters; 11? of these incestuous men 
reported molesting non-family boys as well as their daughters; and 18?, or 
nearly one out of five, of incest offenders also reported that they were 
violent rapists of adult women. Another stunning piece of information from 
this study was that the 411 non-incarcerated offenders studied reported 
committing 219,000 completed crimes involving thousands of victims over 
many years.

Besides the seriousness of these crimes, and the need to protect victims 
from further harm, other important aspects of this issue need to be scru­
tinized. A rationale has been presented that first time offenses should 
not be subject to presumptive sentences because first time offenders are 
more amenable to treatment. A study conducted at Atascadero State Hospital 
in California revealed that almost 85? of the hospitalized child molesters 
admitted to prior separate undetected molestations. Two thirds of these 
molesters were officially considered to be first time offenders. It is 
highly unlikely that someone convicted for the first time is really a first 
time offender.

Although a great deal of discussion has centered around the conflict of 
long prison terms versus the need for treatment of offenders to assure 
rehabilitation, there is little empirical evidence that treatment is 
effective. Reputable sex offender therapists admit that there is no 
guarantee for cures and, in fact, they recommend long term monitoring of 
known sex offenders to prevent reoffending. Also, most treatment special­
ists recognize that imprisonment is necessary so offenders recognize the 
severity of the crime and society's sanction against it.

There is a need to appreciate the chronicity and dangerousness of this 
population, the damage that is done by their offenses and have some knowl­
edge of victims and victimology. Discussion of this complicated issue must 
weigh all factors before actions are taken. The most important factor is 
our responsibility to protect the community and prevent future victims.

Sec. 7.AS 12.55.155(d). This section adds mitigating factors to 
presumptive terms. The Council on Domestic Violence and Sexual Assault has 
serious questions and concerns ab^ut the following mitigating factors in 
the HB 554:

(17) "the defendant is under the age of 25"

Why is the fact that the defendant is under age 25 seen as a mitigat­
ing factor?

(18) "the defendant has demonstrated good potential for rehabilitation"

Who would judge that the defendant has demonstrated good potential for
rehabilitation? How would someone "demonstrate potential"? It is
recognized that sex offender treatment, is a highly specialized area of



psychology with few experts. Although there are therapists without a 
sex offender speciality who may feel they can assess rehabilitation 
potential, the consequences are too serious to be left to 
non-specialists. Mental health professionals without specialized 
expertise are more prone to errors such as undercailinq risk, inatten­
tion or oversimplification of the variables that are relevant and 
making unrealistic or dangerous recommendations. This issue is 
particularly important in Alaska where there is a dearth of sex 
offender specialists.

Even specialized sex offender therapists have not developed and tested 
a treatment model for minority cultures. Assessment and treatment 
would therefore be biased and could add to the over-representation of 
Alaskan Natives in prisons and denial of appropriate treatment ser­
vices.

(19) "the defendant has no record of criminal law violations"

If the presumptive terms in HB 554 are only for defendants with prior 
convictions, how is this factor relevant?

(20) "the defendant has demonstrated sincere remorse for the offense"

It is difficuU to judge remorse. Even if there is remorse, it is not 
sufficient to assure that the offender will not reoffend. In the case 
of sex offenders, frequently after the offender has sexually abused a 
child, he will go through a period of feeling depressed and terrible 
about what he has done. He will swear to himself that he will never 
repeat the behavior again. This will eventually be overcome again by 
the rationalizations he used in the behavior and once again, the 
behavior will occur. Also, it would be possible and, in fact, very 
likely for skilled manipulators to appear remorseful. Therapists who 
have been working in the field for many years assert that very few sex 
offenders are sincerely remorseful.

(22) "the defendant's capacity to formulate the requisite culpable mental 
state for the offense was diminished to a degree insufficient to 
constitute a complete offense"

It is not clear what factors diminish a defendant's culpable mental 
state. Does this include being under the influence of alcohol or 
drugs? If this is true, is this sufficient justification to mitigate 
a serious crime? What about the offender who purposefully uses 
alcohol and drugs to lower inhibitions against committing sexual and 
other violent crimes?

Sec. 11. AS 33.15.180(a). This section makes prisoners who are given 
presumptive terms eligible for parole. Because of the severity of the 
crimes addressed by presumptive sentencing, issues and concerns listed for 
Section 5 in this position paper should be considered for this section of 
HB 554 also.



The Council recognizes the serious fiscal questions facing Alaska because 
of the increased and costly demands placed upon the criminal justice 
system. However, we understand that other reforms of the correctional 
system could be implemented that are less controversial and that would also 
have a negative fiscal impact. All these issues should be considered 
before actions are taken. We also know that solutions to these problems 
are complex and may not be to everyone's satisfaction. There is a great 
deal that is unknown about sex offenders and less that is understood. As 
the primary state agency representing victims of domestic violence and 
sexual assault, the Council thinks it is imperative that actions taken 
consider the protection of victims and that the State do all it reasonably 
can to prevent further victimization.
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O F F I C E  O F  T H E  C O M M I S S I O N E R

A p r i l 2, 1986

The Honorable Mike M. M i l l e r 
Chairman
House J u d ic ia r y  Committee 
P.O. Box V 
Juneau, AK 99811

Dear Represen ta t ive M i l l e r :

Committee S u b s t i tu te  fo r House B i l l  519 (Loans) is  an e s s e n t ia l 
in g re d ie n t in  the debt management package o f le g i s l a t i o n  in troduced by 
Governor S h e f f ie ld . The le g i s l a t i o n , fo r the f i r s t  t im e , would p rov ide 
an o rd e r ly , s t ru c tu re d process fo r the issuance o f le a s e - f in a n c in g 
o b l ig a t io n s of the C * t e  and would i n s t i t u t e  c o n t r o l over the a u th o r iz a ­
t io n  of such debt through approva l by law as we ll as c o n t r o l over debt 
management aspects o f such f in a n c in g s through the S ta te Bond Committee.

Given the downturn in S ta te p e t ro le t ~i revenues, i t  has become 
im pe ra t ive th a t the S ta te get a f i rm  grasp on a l l  debt th a t is  pa id from 
the General Fund. One o f these types of debt is  le a s e - f in a n c in g . Con tro l 
o f le a s e - f in a n c in g , along w ith a l l  o the r debt supported by the S ta te 's  
General Fund, is  necessary to preserve the S ta te 's  c r e d i t r a t in g  as w e l l 
as budgetary f l e x i b i l i t y .

The b i l l  des igna tes a s in g le  agency, the Alaska S ta te Housing 
A u th o r i t y  (ASHA) a c t in g under the name o f the Alaska S ta te E u i ld in g 
A u th o r i t y , as the issue r o f debt and le s so r fo r S ta te b u i ld in g s . ASHA 
was se lec ted to perfo rm t h i s  fu n c t io n  due to i t s  experience and e x is t in g  
e xpe r t is e w ith th i s  ro le , u t i l i z a t i o n  o f a s in g le  agency w i l l  improve 
a c c o u n ta b i l i t y , e f f i c i e n c y , and c o n t r o l .

The b i l l  a lso makes debt issued by or on beha lf o f the U n iv e r s i t y  o f 
Alaska sub je c t to approva l by law and the S ta te Bond Committee, This is  
another ca tegory o f debt th a t is  pa id , in  p a r t , from the S ta te General 
Fund.

F in a l l y , the b i l l  in c ludes seve ra l changes a f f e c t in g  the S ta te 3ond 
Committee. One is  to req u ire an annual S ta te debt re p o r t which should 
a s s is t the L e g is la tu re  in  cons ide r ing approva l of S ta te -suppo r ted debt 
and g en e ra l ly p ro v id e fo r more informed dec is ion -mak ing in the management 
o f S ta te and mun ic ipa l debt. Another p ro v is io n  would au th o r iz e nego t ia ted 
sa les fo r the issuance of in te r n a t io n a l a i r p o r t s  o r t o l l  f a c i l i t i e s  
revenue bonds. Under c e r ta in  circumstances, such as use of a d i f f e r e n t



The Honorable Mike M. M i l le r
A p r i l  2, 1986
Page 2

s e c u r i t y s t r u c tu re  or under u n c e r ta in ty of impending Congressiona l tax 
reform le g i s l a t i o n , a nego t ia ted sa le would prove more advantageous to 
the S ta te than p u b l ic sa le .

Thar.k you fo r your con s id e ra t io n o f th i s  b i l l .  I ULjc your prompt 
approva l o f t h i s  im po rtan t le g i s la t i o n .

MAN/MB/gb
86-78



CS H B  519

C S H B  519 m a k e s  the f o l l o w i n g  c h a n g e s  w i t h  r e s p e c t  to the 
o r i g i n a l  bill:

1. r e q u i r e s  a p p r o v a l  by law of U n i v e r s i t y  of A l a s k a  bond 
is s u e s  in Sec. 1 of CS HB 519 and A S H A  bond issues for 
p u b l i c  b u i l d i n g s  in Sec. 4 of CS H B  519;

2. d e l e t e s  the r e q u i r e m e n t  for S t a t e  B o n d  C o m m i t t e e  
a p p r o v a l  of A S H A  de b t  i s s u a n c e  b e f o r e  l e a s e - f i n a n c i n g  
a g r e e m e n t s  m a y  be e n t e r e d  into ( s e c t i o n s  2, 7, 8. and 
10 of CS HB  519); however, the S t a t e  B o n d  C o m m i t t e e  
s t i l l  m u s t  a p p r o v e  A S H A  de b t  b e f o r e  it can be issued 
(r.ection 4 of CS H B  519);

3. r e q u i r e s  a p p r o v a l  of p u b l i c  b u i l d i n g s  by law before 
l e a s e - f i n a n c i n g  a g r e e m e n t s  m a y  be e n t e r e d  into 
( s e c t i o n s  2, 7, 8, and 10 of CS HB 519);

4. i n c l u d e s  c o n s t r u c t i o n  or a c q u i s i t i o n  co s t  in a d d i t i o n  
to l e a s e  p a y m e n t  and bond amount, in n o t i c e  to 
l e g i s l a t u r e  and bond c o m m i t t e e  ( s e c t i o n s  2, 7, 8, and 
10);

5. d e l e t e s  the r e q u i r e m e n t  in Sec. 7 of H B  519 that the 
L e g i s l a t i v e  A f f a i r s  A g e n c y  a d o p t  r e g u l a t i o n s  for space 
leasing;

6. m a k e s  n e w  s u b s e c t i o n  (b) in Sec. 8 of H B  519 of the
bill into a s e p a r a t e  section. Sec. 10 of CS H B  519, so
that it is not r e p e a l e d  in the e v e n t  SB 341, the 
p r o c u r e m e n t  bill, passes; a m e n d m e n t s  ha v e  b e e n  pre p a r e d  
for SB 341 w h i c h  w o u l d  d e l e t e  all a u t h o r i t y  in that 
bill for l e a s e - p u r c h a s e  f i n a n c i n g ,  so that the s u b j e c t
is d e a l t  w i t h  o n l y  in HB  519; this is to a v oid
e n a c t m e n t  of c o n f l i c t i n g  provision?.;

7. a m e n d s  i n t e r n a t i o n a l  a i r p o r t s  and toll f a c i l i t i e s  
s t a t u t e s  to p e r m i t  n e g o t i a t e d  b o n d  s a l e s  in a d d i t i o n  to 
p u b l i c  bid ( s e c t i o n s  17, 18, 19, and 20).
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D e a r  R e p r e s e n t a t i v e  Gru s s e n d o r f :

U n d e r  the a u t h o r i t y  of art. Ill, sec. 13, o f  the A l a s k a  
C o n s t i t u t i o n ,  I an  t r a n s m i t t i n g  t w o  b i l l s  that p r o v i d e  for 
i m p r o v e d  state debt m a n a g e m e n t .  One r e l a t e s  to c o n t r o l  of 
s t a t e - s u p p o r t e c  school debt, the o t h e r  to l e a s e - f i n a n c i n g  
t r a n s a c t i o n s  by the v a r i o u s  b r a n c h e s  o f  g o v e r n m e n t .

T h e s e  two b i l l s  are ea c h  c o r n e r s t o n e s  of  a c o m p r e h e n s i v e  
p r o p o s a l  d e s i g n e d  to m o n i t o r  and c o n t r o l  m o r e  e f f e c t i v e l y  
the i s s u a n c e  of  d e b t  i n s t r u m e n t s  that h a r b o r  substantia', 
c r e d i t  i m p l i c a t i o n s  for the state. (Some c i t a t i o n s  in ei.- 
b i l l  are to p r o v i s i o n s  in the o t h e r  bill. The tvc
together.) A l a s k a ' s  r e m a r k a b l e  w e a l t h  has facilitate-:,
t r e m e n d o u s  e c o n o m i c  g r o w t h  in all a r e a s  of  the state's 
e c o n o m y  and at all levels of g o v e r n m e n t .  M a n y  o f  these
w o r t h y  p r o j e c t s  and p r o g r a m s  ha v e  b e e n  f u n d e d  d i r e c t l y  by 
the state. In o t h e r  i n s tances, how e v e r ,  f u n d i n g  has b e e n  
o b t a i n e d  t h r o u g h  the i s s u a n c e  of d e b t  i n s t r u m e n t s , e i t h e r  by 
the s t ate o r  b y  local g o v e r n m e n t s .  W h e r e  g o v e r n m e n t  a c t i v i­
ties  are fu n d e d  t h r o u g h  the i s s u a n c e  o f  debt, m a i n t e n a n c e  of 
a f a v o r a b l e  c r e d i t  ra t i n g  for the s tate a s s u m e s  c r i t i c a l
import a n c e .  Siii'Oly stated, a c t i o n s  d e t r i m e n t a l  to the 
s t a t e ' s  cr e d i t  s t a n d i n g  are i n j u r i o u s  to the A l a s k a  economy.

U n l i k e  p a s t  years, we a p p r o a c h  an era w h e r e  the s t a t e ' s  v a s t  
w e a l t h  is not, in and cl itself, s u f f i c i e n t  to s u p p o r t  a 
f a v o r a b l e  c r e d i t  rating. In my d i s c u s s i o n s  w i t h  r e p r e s e n­
tat i v e s  o f  the n a t i o n a l  f i n a n c i a l  c o m m u n i t y ,  the c o n s t a n t  
t heme st a t e d  w a s  the ne e d  for A l a s k a  to d e m o n s t r a t e  its 
a b i l i t y  to a f f e c t i v e l y  m a n a g e  its res o u r c e s .  O n e  c r i t i c a l
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a t t r i b u t e  o f  r e s p o n s i b l e  state m a n a g e m e n t  is an e f f e c t i v e  
d e b t  m a n a g e m e n t  program.

A n y  d i s c u s s i o n  of m a i n t e n a n c e  o f  a f a v o r a b l e  c r e d i t  r a t i n g 1 
for the s t ate m u s t  r e f l e c t  the b r o a d  a r r a y  o f  f i n a n c i a l  
o b l i g a t i o n s  e n c o m p a s s e d  w i t h i n  the t e r m  " s t a t e - s u p p o r t e d  
debt." It is c r i t i c a l  to b e a r  in m i n d  t h a t  s t ate g e n e r a l  
o b l i g a t i o n  b o n d s  are but one type o f  d e b t  i n s t r u m e n t  that 
a f f e c t s  the s t a t e ' s  c r e d i t  standing. The f i n a n c i a l  c o m­
mu n i t y  a l s o  looks to o t h e r  r e c urring, l o n g - t e r m  finan c i a l  
o b l i g a t i o n s  w h i c h  are p a i d  from the g e n e r a l  fund, such as 
those w h i c h  a r i s e  u n d e r  a l e a s e - f i n a n c i n g  a g r e e m e n t .  In a 
s i m i l a r  vein, the s t a te's c o m m i t m e n t  to s u p p o r t  sc h o o l  de b t  
i s s u e d  by m u n i c i p a l i t i e s  is a type o f  l o n g - t e r m  finan c i a l  
c o m m i t m e n t  w i t h  s u b s t a n t i a l  c r e d i t  i m p l i c a t i o n s .

Debt m a n a g e m e n t  c o n c e r n s  m u s t  furt h e r  r e f l e c t  the i m p a c t  of 
e x c e s s i v e  or i m p r o v i d e n t  m u n i c i p a l  de b t  i s s u a n c e  on the 
s t a t e ' s  c r e d i t  standing. I i n i t i a l l y  o b s e r v e ' that r e s p o n­
sible state de b t  m a n a g e m e n t  p o l i c i e s  m u s t  n e c e s s a r i l y  i n­
clude a d e g r e e  of s t ate s u p e r v i s i o n  o f  m u n i c i p a l  d e b t  i s­
suance. W h i l e  I am, of  course, c o g n i z a n t  ar.d s u p p o r t i v e  of 
the p r e r o g a t i v e s  of local g o v e r n m e n t ,  p r o b l e m s  w i t h  
m u n i c i p a l  de b t  i s s u a n c e  i n e v i t a b l y  b u r d e n  the state as well. 
For that reason, I p r e v i o u s l y  i n t r o d u c e d  a b i l l  that relates 
d i r e c t l y  to the i s s u a n c e  of m u n i c i p a l  debt. La s t  ses'sion I 
p r o p o s e d  the e s t a b l i s h m e n t  of a M u n i c i p a l  F i n a n c i a l  E m e r­
ge n c y  C o m m i s s i o n  to a s s i s t  m u n i c i p a l i t i e s  that h a v e  d e­
fau l t e d  in  b o n d e d  i n d e b t e d n e s s  (Hr 293). I am a l s o  p r o p o s­
ing l e g i s l a t i o n  that imposes r e a s o n a b l e  l i m i t a t i o n s  on a 
m u n i c i p a l i t y ' s  a u t h o r i t y  to issue g e n e r a l  o b l i g a t i o n  debt. 
As n o t e d  in the t r a n s m i t t a l  letters a c c o m p a n y i n g  ea c h  of 
those bills, r e s p o n s i b l e  state m a n a g e m e n t  of  m u n i c i p a l  debt 
is n e c e s s a r y  to as s u r e  the c o n t i n u e d  i n v e s t m e n t  c o m m u n i t y  
s u p p o r t  of and c o n f i d e n c e  in m u n i c i p a l  a n d  state debt 
i s s u e s .

Th e  two b i l l s  a t t a c h e d  to t h i s . l e t t e r  t o d a y  are i n t e n d e d  to 
as s u r e  p r o p e r  state o v e r s i g h t  b e f o r e  the s t ate e n t e r s  into 
the type o f  r e c u rring, l o n g - t e r m  f i n a n c i a l  c o m m i t m e n t s  that 
m i g h t  have an i m p a c t  on the s t a t e ' s  c r e d i t  standing. W h e r e  
the s tate is s u e s  g e n e r a l  o b l i g a t i o n  bonds, the c o n s t i t u­
tion a l  r e q u i r e m e n t  o f  \ o t e r  a p p r o v a l  o f f e r s  an a p p r o p r i a t e  
o p p o r t u n i t y  for the e l e c t o r a t e  and for e l e c t e d  o f f i c i a l s  to 
g a u g e  a n y  a d v e r s e  e f f e c t  that i s s u a n c e  o f  the d e b t  m a y  have 
on the state. U n d e r  D r e s e n t  law. however, n e i t h e r  the 
statutory, r e i m b u r s e m e n t  formula for s c h o o l  d e b t  n o r  the 
u n r e s t r i c t e d  a u t h o r i t y  to e n t e r  l e a s e - f i n a n c i n g  a g r e e m e n t s
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o f f e r s  c o m p a r a b l e  m e c h a n i s m s  to a s s u r e  th a t  s t a t e  credit 
.-implications are a d e q u a t e l y  a d d r e s s e d .  As the d e c l i n e  of 
a v a i l a b l e  r e v e n u e s  f u r ther e x a c e r b a t e s  the s e n s i t i v i t y  of 
the s t a t e ' s  c r e d i t  standing, it is o f  c r i t i c a l  i m p o r t a n c e  to 
a s s u r e  that e a c h  p r o j e c t  is v i e w e d  not o n l y  on its o w n 1 
m e r i t s  b u t  a l s o  w i t h  c o n s i d e r a t i o n  o f  h o w  the i s s u a n c e  of 
a d d i t i o n a l  s t a t e - s u p p o r t e d  de b t  w i l l  a f f e c t  b r o a d e r  state 
int e r e s t s .  I b e l i e v e  that t h e s e  two b i l l s  o f f e r  a r e s p o n­
sible w a y  o f  m e e t i n g  the needs o f  the s t a t e  to o b t a i n  office 
f a c i l i t i e s  a n d  o f  m u n i c i p a l i t i e s  to p r o v i d e  n e c e s s a r y  
e d u c a t i o n a l  f a c i l i t i e s  —  a w a y  th a t  b e s t  p r e s e r v e s  the 
s t a t e ' s  f a v o r a b l e  c r e d i t  standing.

I.

The s h o r t e r  b i l l  i m p l e m e n t s  the r e c o m m e n d a t i o n s  of  the State 
O f f i c e  C o m p l e x  F i n a n c i n g  Task Force, a b o d y  w h o s e  m e m b e r s h i p  
b r o u g h t  t o g e t h e r  the v iews o f  e x e c u t i v e - b r a n c h  officials, 
two l e g i s l a t o r s ,  a n d  s e v e r a l  m e m b e r s  o f  the p u b l i c  with 
s u b s t a n t i a l  f i n a n c i n g  e x p ertise. The ta s k  force c o n d u c t e d  
e x t e n s i v e  h e a r i n g s  to c o n s i d e r  the m o s t  a p p r o p r i a t e  m e t h o d  
to p r o v i d e  s t ate o f f i c e  f a c i l i t i e s  in the m o s t  c o s t - e f f i­
cie n t  m a n n e r  p o s s i b l e .  A f t e r  r e v i e w  o f  the a v a i l a b l e  
f i n a n c i n g  a l t e r n a t i v e s ,  the t a s k  fcrce r e c o m m e n d e d  the 
e n a c t m e n t  o f  l e g i s l a t i o n  to f a c i l i t a t e  the a c q u i s i t i o n  of 
s tate o f f i c e  f a c i l i t i e s  t h r o u g h  l e a s e - f i n a n c i n g  a g reements. 
T h e  b i l l  d e s i g n a t e s  the 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  as 
the a p p r o p r i a t e  f i n a n c i n g  entity, b u t  p r o v i d e s  that w h e n  the 
a u t h o r i t y  is s u e s  d e b t  for this p u r p o s e ,  it d o  so as the 
A l a s k a  State B u i l d i n g  A u t h o r i t y .  The n a m e  c h a n g e  is i n­
te n d e d  to p r e v e n t  c o n f u s i o n  m  n a t i o n a l  f i n a n c i n g  markets.

S e c t i o n s  1, 6, 7 and 8 p r o v i d e  that the u n i v e r s i t y  and each 
b r a n c h  of g o v e r n m e n t ,  r e s p e c t i v e l y ,  h a v e  l e g a l  a u t h o r i t y  to 
e n t e r  into l e a s e - f i n a n c i n g  a g r e e m e n t s  w i t h  the A l a s k a  State 
H o u s i n g  A u t h o r i t y  a c t i n g  as the 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 .  The state has p r e v i o u s l y  e x e c u t e d  lease- 
f i n a n c i n g  a g r e e m e n t s  u n d e r  e x i s t i n g  lease a u t h o r i t y ,  and 
t h e s e  s e c t i o n s  are thus i n t e n d e d  to r e m o v e  a n y  a m b i g u i t i e s  
r e g a r d i n g  the legal a u t h o r i t y  to e n t e r  _ nto l e a s e - f i n a n c i n g  
a g r e e m e n t s .  The cost o f  b u i l d i n g  a c q u i s i t i o n  or d e v e l o p m e n t  
w o u l d  be p r o v i d e d  b y  the sale o f  r e v e n u e  b o n d s  by  the Alaska 
S t ate B u i l d i n g  A u t h o r i t y .  In all i n s t a n c e s ,  a lease- 
f i n a n c i n g  a g r e e m e n t  p r e s e r v e s  l e g i s l a t i v e  p r e r o g a t i v e s  
t h r o u g h  the r e q u i r e m e n t  that l ease p a y m e n t s  be s u b j e c t  to 
a n n u a l  a p p r o p r i a t i o n .

W h i l e  the b i l l  r e c o g n i z e s  the d e s i r a b i l i t y  of the lease- 
f i n a n c i n g  tec h n i q u e ,  the bill al s o  i m p o s e s  e f f e c t i v e  debt
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m a n a g e m e n t  contr o l s .  First, l e a s e - f i n a n c i n g  a g r e e m e n t s  may 
o n l y  b e  e x e c u t e d  w i t h  the Al a s k a  S t a t e  B u i l d i n g  A u t hority, a 
l i m i t a t i o n  t h a t  e n s u r e s  u n i f o r m i t y  a n d  c o n t i n u i t y  in the 
s t a t e ' s  l e a s e - f i n a n c i n g  programs.

M o r e  i m p o r t a n t l y ,  secs. 9 —  16 e x p a n d  the r e s p o n s i b i l i t i e s  
o f  the s tate b o n d  committee (AS 37.15) to e n s u r e  that the 
b r o a d e r  c r e d i t  imp l i c a t i o n s  are a d e q u a t e l y  a s s e s s e d  before 
t h e  s t a t e  e n t e r s  into a l e a s e - f i n a n c i n g  a g r e e m e n t .  Under 
sec. 15, for e x a m p l e ,  proposed A S  3 7 . 1 5 . 7 7 0  a u t h o r i z e s  the 
s t a t e  b o n d  c o m m i t t e e  to review a n y  p r o p o s e d  l e a s e - financi* • 
i n  d e t a i l  and to p r o h i b i t  or c o n d i t i o n  the sale o f  the d#- - 
i n s t r u m e n t s  if it is in the b e s t  i n t e r e s t s  of  the state t- 
d o  so.

I o b s e r v e  that sec. 8 of this b i l l  is s i m i l a r  to l e gislation 
t h a t  I p r o p o s e d  last session in t h e  w a k e  o f  the c o n t r o v e r s y  
s u r r o u n d i n g  the A n c h o r a g e  Office C o m p l e x .  The b i l l  pro p o s e d  
l a s t  s e s s i o n  (HB 392 and the i d e n t i c a l  SB 293) p r o v i d e d  for 
p r o j e c t - s p e c i f i c  legislative a p p r o v a l  b e f o r e  e x e c u t i o n  of a 
l e a s e - f i n a n c i n g  agreement. In the t r a n s m i t t a l  letter 
a c c o m p a n y i n g  the initial bill, d a t e d  A p r i l  19, 19=3 (1985
H . J . ,  p. 1001, ar.d 1985 S.J., p. £56), I n o t e d  that the p r o­
v i s i o n  of p r o j e c t - s p e c i f i c  l e g i s l a t i v e  a p e r o v e 1 p c s e d  sub­
s t a n t i a l  c o n s t i t u t i o n a l  problems. Bo t h  the c o n s t i t u t i o n a l  
d o c t r i n e  o f  s e p a r a t i o n  of p o w e r s  a n d  the c o n s t i t u t i o n a l
p r o h i b i t i o n  a g a i n s t  special and l o c a l  l e g i s l a t i o n  p lace in 
s e r i o u s  legal d c u b t  any s t a t u t o r y  r e q u i r e m e n t  to see’< 
p r o j e c t - s p e c i f i c  approval. And p u b l i c  f i n a n c e  is the wcr»* 
f o r u m  to i n t e r s e c t  such a s u b s t a n t i a l  lecal u r c erta::*
A c c o r d i n g l y ,  the p r e s e n t  bill d e e s  not p r o p o s e  prc;er" ■ 
s p e c i f i c  appro v a l .  To do so, i n  m y  view, w c u l d  i m p e r­
m i s s i b l y  i n t r u d e  u p o n  the c o n s t i t u t i o n a l  p r e r o g a t i v e s  -*
f u t u r e  gov e r n o r s .  A l though I b e l i e v e  it i n a p p r o p r i a t e  to 
r e q u i r e  p r o j e c t - s p e c i f i c  a p p r o v a l  as a m a t t e r  of  law, I 
r e a f f i r m  m y  p e r s o n a l  commitment t o  seek l e g i s l a t i v e  approval 
b e f o r e  the e x e c u t i v e  branch e n t e r s  into a n y  l e a s e - f i n a n c i n g  
a g r e e m e n t .

II.

T h e  l o n g e r  of t h e s e  two bills t h a t  I am  t r a n s m i t t i n g  makes 
s e v e r a l  c h a n g e s  to the s t a t e’s s u p p o r t  of  p u b l i c  school 
c o n s t r u c t i o n .  M o s t  notable o f  t h e  s i g n i f i c a n t  changes 
p r o p o s e d  u n d e r  this b i l l  is a c a p  is p l a c e d  u p o n  the amount 
o f  m u n i c i p a l  d e b t  o b ligations f o r  w h i c h  the state will 
o r o v i d e  r e i m b u r s e m e n t .  M u n i c i p a l i t i e s  i s s u i n g  de b t  to 
f i n a n c e  sc h o o l  c o n s t r u c t i o n  w i l l  p a y  the i n t e r e s t  costs, 
w h i l e  the state w i l l  pay the p r i n c i p a l  in e q u a l  p a y m e n t s  up
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to an a g g r e g a t e  a m o u n t  of  $ 1 0 , 0 0 0 , 0 0 0  in any y e a r  for debt 
a p p r o v e d  by  l ocal v o t e r s  a f t e r  M a r c h  31, 1986.

The s t a t e  p r e s e n t l y  p r o v i d e s ,  in a d d i t i o n  to its m u n i c i p a l  
g r a n t  pro g r a m ,  t h ree forms o f  a i d  for school construction.' 
U n d e r  AS  1 4 . 1 1 . 0 1 0  all s c h o o l  d i s t r i c t s  m a y  a p p l y  to the 
D e p a r t m e n t  o f  E d u c a t i o n  for an a p p r o p r i a t i o n  for school 
c o n s t r u c t i o n  p r o j e c t s  for w h i c h  the d e p a r t m e n t  m a y  request, 
in o r d e r  o f  p r i o r i t y ,  a p p r o p r i a t i o n s  fr o m  the leg i s l a t u r e .  
If a n  a p p r o p r i a t i o n  for a 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  is 
made, the s c h o o l  d i s t r i c t  may, u n d e r  AS 1 4 . 11.020, request 
the a s s u m p t i o n  o f  the s t a t e ' s  r e s p o n s i b i l i t y  to plar.. 
design, a n d  c o n s t r u c t  the p a r t i c u l a r  p r oject. The d e p a r t­
me n t  p r o v i d e s  for the a s s u m p t i o n  o f  the r e s p o n s i b i l i t y  by 
e x e c u t i n g  a g r a n t  a g r e e m e n t  w i t h  the sc h o o l  distr i c t .

AS 1 4 . 1 1 . 1 0 0  p r o v i d e s  two a d d i t i o n a l  forms o f  s t a t e  a i d  for 
p u b l i c  s c h o o l  c o n s t r u c t i o n  w h i c h  are o n l y  a v a i l a b l e  to 
m u n i c i p a l  s c h o o l  d i s t r i c t s .  The s t ate r e i m b u r s e s  m u n i c i p a l  
d e b t  s e r v i c e  p a y m e n t s  in v a r y i n g  p e r c e n t a g e s  w h i c h ,  b e c a u s e  
o f  a m e n d m e n t s  m a d e  in ch. 78, S L A  1985, are at l e a s t  80 
percent. The state a l s o  r e i m b u r s e s  a m u n i c i p a l i t y  for at 
least 80 p e r c e n t  o f  its c a s h  p a y m e n t s  u s e d  for school 
c o n s t r u c t i o n .  To r e c e i v e  r e i m b u r s e m e n t  o f  e i t h e r  debt 
s e r v i c e  or c a s h  p a y m e n t s ,  the m u n i c i p a l i t y  m u s t  first 
q u a n t i f y  the n e e d  for the p r o j e c t  and p r o v i d e  a d e s c r i p t i o n  
o f  the p r o j e c t  a n d  an e s t i m a t e  of its cost. The D e p a r t m e n t  
o f  E d u c a t i o n  r e v i e w s  the p r o j e c t  and its j u s t i f i c a t i o n ,  and, 
w h e n  a p p r o p r i i t e ,  g r a n t s  its a p p r o v a l  o f  the p r o j e c t  and its 
e s t i m a t e d  co:.-.s. The n e x t  seep is a p p r o v a l  cf the m u n i c i­
pa l i t y ' s  v o t e r s  to sell the bends. If tr.e l o cal voters, 
a p p r o v e  the sale o f  the bonds, the state w i l l  r e i m b u r s e  the 
co sts of d e b t  s e r v i c e  by  r e q u e s t i n g  m o n e y  in e a c h  y e a r ' s  
budget.

T h e r e  are s e v e r a l  w e a k n e s s e s  in the s t a t e ' s  p r e s e n t  p r o g r a m s  
of f i n a n c i n g  s c h o o l  c o n s t r u c t i o n .

First, t h e r e  are i n a d e q u a t e  p r o c e d u r e s  to e n s u r e  t h a t  the 
e s t i m a t e s  o f  p r o j e c t  c o s t s  are reason a b l e .  B e f o r e  1982, the 
a d m i n i s t r a t i o n  of  the s c h o o l  c o n s t r u c t i o n  g r a n t  p r o g r a m  v/as 
s h a r e d  b y  the D e p a r t m e n t  o f  E d u c a t i o n  and the D e p a r t m e n t  of 
T r a n s p o r t a t i o n  a n d  P u b l i c  Facili t i e s .  C h a p t e r  92, S L A  1982 
t r a n s f e r r e d  all r e s p o n s i b i l i t y  for the s t a t e ' s  c o n s t r u c t i o n  
g r a n t  p r o g r a m  to the D e p a r t m e n t  of Edu c a t i o n .  This same 
w e a k n e s s  e x i s t s  u n d e r  AS 14.11.100.

The s e c o n d  m a j o r  f a i l i n g  is th a t  t h e r e  is no c e i l i n g  for the 
a m o u n t  of  m o n e y  w h i c h  the state w i l l  be r e q u e s t e d  to r e i m -
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b u r s e  u n d e r  AS 14.11.100. In the p r o p o s e d  FY 1987 state 
b u d get, a p p r o x i m a t e l y  $ 1 0 6 , 0 0 0 , 0 0 0  in m u n i c i p a l  de b t  s e r v i c e  
p a y m e n t s  is r e q u e s t e d  to c o n t i n u e  e x i s t i n g  level o f  debt.

D u r i n g  the last s e s s i o n  o f  th i s  l e g i s l a t u r e ,  the p e r c e n t a g e  
of r e i m b u r s e m e n t  for d e b t  s e r v i c e  c o sts w a s  i n c r e a s e d  to 80 
percent, a l t h o u g h  a l l o w a b l e  p r o j e c t s  w e r e  l i m i t e d  to fa­
ci l i t i e s  n e c e s s a r y  for i n c r e a s e d  e n r o l l m e n t  or to c o r r e c t
h e a l t h  a n d  s a f e t y  p r o b l e m s .  The r e s u l t  o f  last s e s s i o n ' s
a m e n d m e n t s  to A S  14.11 . 1 0 0  has b e e n  an i d e n t i f i c a t i o n  of 
r e q u i r e d  p r o j e c t s  w i t h  a p p r o v a l  of the p r o j e c t s  c l o s e l y
f o l l o w e d  b y  local b o n d  elections.. T h e s e  r e c e n t  m u n i c i p a l  
e l e c t i o n s  h a v e  a u t h o r i z e d  a p p r o x i m a t e l y  $ 3 1 2 , 5 0 0 , 0 0 0  of  n e w  
m u n i c i p a l  d e b t  for w h i c h  l o c a l  c o m m u n i t i e s  w i l l  seek r e i m­
b u r s e m e n t  f r o m  the s t ate for d e b t  s e r v i c e  costs. I a n t i c i p­
ate, if all o f  this n e w l y  a u t h o r i z e d  d e b t  is i n c u r r e d  in the 
ne a r  term, t h a t  the i m p a c t  o n  the d e b t  r e t i r e m e n t  p r o g r a m  
c o u l d  be  as m u c h  as an a d d i t i o n a l  $ 4 5 , 0 0 0 , 0 0 0  in r e q u e s t e d  
r e i m b u r s e m e n t s  in F Y  1987. I i n t e n d  to s u p p o r t  this
a d d i t i o n a l  f u n d i n g  as soon as the a m o u n t  is d e t e r m i n e d  and
n e c e s s a r y  de b t  m a n a g e m e n t  l e g i s l a t i o n  is passed.

I, o f  course, r e c o g n i z e  that there are m u n i c i p a l i t i e s  in the 
state w h i c h  h a v e  e x p e r i e n c e d  s i g n i f i c a n t  p o p u l a t i o n  in­
creases, a n d  w h i c h  t h e r e f o r e  need the c o n s t r u c t i o n  o f  new 
schools. I b e l i e v e  that t h e s e  e x i s t i n g  r.eecs sh o u l d  b e  m e t  
at the c u r r e n t  levels of s tate s u pport. However, the future 
of s t ate r e v e n u e s  a n d  the n e e d  fcr n e w  s c h ools are u n c e r­
tain. C o n s e q u e n t l y ,  I b e l i e v e  that d i f f e r e n t  a p p r o a c h e s  
n e e d  to be a p p l i e d  to the w a y  tne s t ate c o n s i d e r s  all school 
c o n s t r u c t i o n  in the state.

W i t h  d i s c i p l i n e  and a l t e r e d  a p p r o a c h e s  to the s c h o o l  c o n­
struction, I b e l i e v e  that the s tate and its m u n i c i p a l i t i e s  
can c o n t a i n  s t a t e - s u p p o r t e d  d e b t  and s t i l l  a l l o w  for a d e­
quate  s t ate s u p p o r t  o f  sc h o o l  c o n s t r u c t i o n .

T h i s  b i l l  c h a n c e s  procedures^ . for r e v i e w i n g  and a p p r o v i n g  
sch o o l  proje c t s .

S e c t i o n  1 a m e n d s  AS 1 4 . 08.151. T h e s e  a m e n d m e n t s  are d e­
sirab l e  to c l a r i f y  the m a n n e r  in w h i c h  the state c o n v e y s  
t i t l e  for sch o o l  sites to r e g i o n a l  e d u c a t i o n  a t t e n d a n c e  
a r e a s .

S e c t i o n  2 a m e n d s  AS 14.11.010(b) by r e q u i r i n g  the D e p a r t m e n t  
of E d u c a t i o n  to r e q u e s t  c o s t  e s t i m a t e s  f r o m  the D e p a r t m e n t  
of T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s  and to b a s e  its
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p r o j e c t  a p p r o v a l  upon that cost estimate. This same r e­
qu i r e m e n t  is found in sec. 11 in a m e n d m e n t s  to AS 14.11.102, 
w h i c h  r e l a t e s  to p r o j e c t  a p p r o v a l  for the de b t  r e t i r e m e n t  
p rogram. S e c t i o n  14 c o n t a i n s  n e w  a u t h o r i t y  for D O T / P F  to 
e s t i m a t e  c o n s t r u c t i o n  costs for all sc h o o l  p r o j e c t s  financed' 
by a p p r o p r i a t i o n s  and de b t  retirement. I n c l u d e d  w i t h i n  that 
a u t h o r i t y  is the r e s p o n s i b i l i t y  to e s t a b l i s h  d e s i g n  s t a n d­
ards.

S e c t i o n  3 o f  the b i l l  a m e n d s  AS 14.11.010(c) by a d d i n g  new 
crite r i a ,  r e l a t i n g  to p o p u l a t i o n  tr e n d s  and the c o n d i t i o n  of 
facilities, w h i c h  the 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  c o n s i d e r  
w h e n  a p p r o v i n g  p r o j e c t s  for a p p r o p r i a t i o n .  T h e s e  a m e n d m e n t s  
are al s o  a p p l i c a b l e  to the de b t  r e t i r e m e n t  p r o g r a m  u n d e r  
l a n g u a g e  found in sec. 11.

S e c t i o n  4 p r o p o s e s  n e w  l a n g u a g e  that w i l l  r e q u i r e  school 
d i s t r i c t s  r e q u e s t i n g  state aid to i n v e n t o r y  and i n s p e c t  the 
s c h o o l s  in t h e i r  d i s t r i c t s  and to re v i s e  th a t  i n v e n t o r y  on a 
y e a r l y  basis. The p r o v i s i o n s  o f  this s e c t i o n  a l s o  r e q u i r e  
t h a t  s c h o o l  d i s t r i c t s  p r o v i d e  i n f o r m a t i o n  r e l a t i n g  to 
m a i n t e n a n c e  and o p e r a t i o n  costs. This i n f o r m a t i o n  r e g a r d i n g  
e x i s t i n g  school f a c i l i t i e s  w i l l  e n a b l e  the state to b e t t e r  
a n a l y s e  n e w  p r o j e c t s  that the state wi l l  be a s ked to finance 
by appropriation, or by de b t  r e i m b u r s e m e n t .

S e c t i o n s  5 and 6 limit the s t a te's r e i m b u r s e m e n t  of  school 
de b t  to p r i n c i p a l  on l y  for a p p r o v e d  p r o j e c t s  fin a n c e d  by new 
m u n i c i p a l  d e b t  a u t h o r i z e d  by local v o t e r s  a f t e r  M a r c h  3C, 
1986. If the de o t  was a u t h o r i z e d  by  local v o t e r s  be for*’ 
A p r i l  1, 1986, the s t a te's r e i m b u r s e m e n t  c o n t i n u e s  at
before. The s t a t e ' s  r e i m b u r s e m e n t  of ca s h  p a y m e n t s  by 
m u n i c i p a l i t i e s  ends for p a y m e n t s  m a d e  a f t e r  June 30, 1986.

S e c t i o n  7 am e n d s  AS 14.11.100(b) by o f f s e t t i n g  the am o u n t  
th a t  the m u n i c i p a l i t y  r e c e i v e s  for d e b t  r e i m b u r s e m e n t  by  the 
a m o u n t  of i n t e r e s t  e a r n e d  o n  the p r o c e e d s  o f  b onds sold for 
a p a r t i c u l a r  project. This a m e n d m e n t  p a r a l l e l s  e x i s t i n g  law 
f o und in AS 14.11.100 (k), w h i c h  is r e p e a l e d  in sec. 16.

S e c t i o n s  8, 9, and 10 c o n t a i n  a n u m b e r  of a m e n d m e n t s  to
AS 1 4 . 1 1 . 1 0 0 ( h ) ,  (i), and (j), re s p e c t i v e l y ,  w h i c h  are
n e c e s s a r y  to r e f l e c t  the new class o f  r e i m b u r s e m e n t  u n d e r  
the l a n g u a g e  p r o p o s e d  in AS 1 4 . 1 1 . 1 0 0 ( a ) (6) in sec. 6 of  the 
bill. S e c t i o n  10 has a fiscal impact. It ame n d s  
AS 1 4 . 1 1 . 1 0 0  (j) (2) to a l l o w  r e f u n d i n g  o f  b o n d s  only in those 
s i t u a t i o n s  w h e r e  t h e r e  is at le a s t  » per-cent sav i n g  in
d e b t  s e r v i c e  costs. It a l s o  am e n d s  A S  14.11 . 1 0 0  (j ) (3) by 
r e q u i r i n g  r.hat the p r i n c i p a l  on b onds be r e i m b u r s e d  in e qual
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a n n u a l  p a y m e n t s  e v e r  a p e r i o d  of  10 y e a r s  or a t e x m  set by 
the state bond committee.

Under sec. 12, the D e p a r t m e n t  of E d u c a t i o n  w i l l  c o n t i n u e  to 
a l l o c a t e  m o n e y  to r e i m b u r s e  m u n i c i p a l  debt. How e v e r ,  a c a p - 
on  r e i m b u r s e m e n t  is p l a c e d  up o n  de b t  a u t h o r i z e d  b y  local 
v o t e r s  a f t e r  A p r i l  1, 1986. The d e p a r t m e n t  m a y  o n l y  a l l o­
cate m o n e y  for the r e i m b u r s e m e n t  o f  p r i n c i p a l  p a i d  on new 
d e b t  if the n e w  p a y m e n t s ,  w h e n  c o m b i n e d  w i t h  all o t h e r  r e i m­
bu r s e m e n t s  u n d e r  this c l ass o f  debt, do not e x c e e d  the 
$ 1 0 , 0 0 0 , 0 0 0  or an  a m o u n t  set Ly the s tate b o n d  committee. 
This m e c h a n i s m  will have two results. It pu t s  a cap c:: 
s t a t e - s u p p o r t e d  debt, but, w i t h  d i s c i p l i n e ,  it w i l l  enab.t 
m u n i c i p a l i t i e s  to c o n s t r u c t  needed sc h o o l  p r o j e c t s  in a d­
di t i o n  to t hose that are f i n a n c e d  b y  b o n d s  a u t h o r i z e d  b y  
local v o t e r s  b e f o r e  A p r i l  1, 1986.

S e c t i o n  13 am e n d s  AS 14.11.135(3) by c h a n g i n g  the d e f i n i t i o n  
of sc h o o l  c o n s t r u c t i o n  costs. It e x c l u d e s  all f i n a n c i n g  
c osts for debt a u t h o r i z e d  by local v o t e r s  a f t e r  M a r c h  3x,
1 986.

S e c t i o n  14 adds three n e w  s e c t i o n s  to AS 35.15. U n d e r  the 
p r o p o s e d  language, the D e p a r t m e n t  of  T r a n s p o r t a t i o n  and 
P u b l i c  F a c i l i t i e s  w i l l  e s t i m a t e  the costs cf all school 
c o n s t r u c t i o n  p r o j e c t s  u n d e r  c o m m o n  d e s i g n  s t a n d a r d s  that it 
w i l l  develop.

S e c t i o n  15 am e n d s  AS 37.15 to give the state b e n d  c o m m i t t e e  
the a b i l i t y  to m a n a g e  s t a t e - s u p p o r t e d  scr.cc 1 debt, w h i c h  is 
a c c o m p l i s h e d  u n d e r  two d i f f e r e n t  m e c h a n i s m s .  First, it m a _ 
e s t a b l i s h  a h i g h e r  or lower c e i l i n g  for a l l o c a t i o n s  for 
r e i m b u r s e m e n t  of n e w  a u t h o r i z a t i o n s  o f  school d e b t  u n d e r  
AS 1 4 . 1 1.100(a)(6) (found in sec. 6), d e p e n d i n g  on the 
Lt a t e ' s  c r e d i t  s t a n d i n g  as w e l l  as on the n eeds for school 
c o n s t r u c t i o n .  Second, it m a y  c o n t r o l  the t e r m  of  the o b l i­
gat i o n s  to en s u r e  that t heir m a t u r i t y  s t r u c t u r e  does not 
a d v e r s e l y  affect the s t a t e ' s  c r e d i t  standixig. W h i l e  a 10- 
y e a r  t e r m  is a l l o w e d  by ,the p r o p o s e d  • p r o v i s i o n s  of 
AS 1 4 . 1 1 . 1 0 0 (j) (2) (found in sec. 10), the c o m m i t t e e  is a c­
co r d e d  the a b i l i t y  to set a d i f f e r e n t  t e r m  w h e n  it is in the 
s t a t e ' s  b e s t  interest.

It is our intent w i t h  the la n g u a g e  in sec. 17 to d e v e l o p  a 
long r a nge p l a n  for the s t a te's s c h o o l  c o n s t r u c t i o n  t h r o u g h  
the e n d  o f  the century. The n e c e s s a r y  c o m p o n e n t s  o f  this 
p l a n  w o u l d  include p r o j e c t e d  e n r o l l m e n t s  u n d e r  r e a s o n a b l e  
p o p u l a t i o n  p r o j e c t i o n s ,  c o n s t r u c t i o n  costs, d e s i g n  p a r a­
meters, and f i n a n c i n g  t e c h n i q u e s .  It is o u r  h o p e  that,
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a f t e r  the c o m p l e t i o n  of  the plan, a r a t i o n a l  m e c h a n i s m  can 
be put in p l a c e  to p r o v i d e  for the s t a t e ' s  p u b l i c  school 
c o n s t r u c t i o n  n e e d s  w h i c h  is w i t h i n  the s t a t e ' s  a b i l i t y  to 
pay.

III.

C o n t i n u e d  e c o n o m i c  p r o s p e r i t y  for all s e c tors of  the A l a s k a  
e c o n o m y  is in pa r t  i n e x t r i c a b l y  tied to m o r e  r i g o r o u s  state 
debt m a n a g e m e n t .  T h e s e  two bills, as w e l l  as l e g i s l a t i o n  
r e l a t i n g  to r e s p o n s i b l e  l i m i t a t i o n  on m u n i c i p a l  debt, 
p r o m o t e  m o r e  r e s p o n s i b l e  state d e b t  m a n a g e m e n t .  A l a s k a ' s  
cr e d i t  s t a n d i n g  is, o f  course, in p a r t  d e p e n d e n t  on factcrr 
b e y o n d  our control. T h a t  the s tate c a n n o t  c o n t r o l  al_ 
r e l e v a n t  factors is no excuse, h o wever, for the i n a d e q u a t e  
m a n a g e m e n t  o f  t h o s e  fact o r s  w i t h i n  our control. I b e l i e v e  
th a t  it is c r i t i c a l  th a t  the state b e c o m e  m o r e  s e n s i t i v e  to 
the l o n g - t e r m  c r e d i t  i m p l i c a t i o n s  of e a c h  i s o l a t e d  f u n d i n g  
decis i o n .  T h e s e  two b i l l s  p r o v i d e  for r e s p o n s i b l e  yet 
f l e x i b l e  state d e b t  m a n a g e m e n t ,  and I urge y o u r  p r o m p t  
c o n s i d e r a t i o n  and a p p r o v a l  of  these m e a s u r e s .

S i n c e r e l y ,

G o v e r n o r
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DEBT M A N A G E M E N T  PLAN 

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 ,  the S t a t e  of  A l a s k a  has m a i n t a i n e d  

the b e s t  c r e d i t  r a t i n g  w e ' v e  ever had. T h a t  A A  rating, in turn, 

has a l l o w e d  local g o v e r n m e n t s  ac r o s s  A l a s k a  to k e e p  their i n v e s t­

me n t  g r a d e  r a t ings as well. This gccd c r e d i t  ra t i n g  translates 

into lower p r o p e r t y  taxes for Alaskans.

W i t h  d r o p p i n g  w o r l d  oil prices, however, A l a s k a ' s  annual debt 

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 larger part of our expenses.

So, I ha v e  a s k e d  the 14th 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 kage 

of new laws which, v i e w e d  as a whole, will give our y o u n g  state a 

p l a n  for 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 the first time. None 

of these p r o p o s e d  i m p r o v e m e n t s  in our laws is flashy or exciting, 

b ut as a p a c k a g e  they are vital to the c o n t i n u e d  finan c i a l  h e a l t h  

of Alaska. I e n c o u r a g e  you to read the e n c l o s e d  information.

In short, the debt m a n a g e m e n t  pl a n  I have pl a c e d  b e f o r e  the 

Al a s k a  L e g i s l a t u r e  w i l l  ke e p  the c o m m i t m e n t s  vot e r s  have ma d e  to 

o u r  future, p a r t i c u l a r l y  in regards to local sc h o o l  c o n struction. 

The plan a l s o  w i l l  g u a r a n t e e  we car. c o n t i n u e  to incur a 

r e a s o n a b l e  a m o u n t  of debt for school c o n s t r u c t i o n  and o t h e r  

i m p r o v e m e n t s  in the future, w h i l e  we p r e s e r v e  our gccd c r e d i t  

r a t i n g .

F e b r u a r y  1986
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Debt Management Plan

"We've borrowed a considerable amount of money to help build Alaska. 

We can manage that debt, but it takes planning...lest that debt manage us 
in the future."

Governor Bill Sheffield 
January 14, 1986



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

An O v e r v i e w

W i t h o u t  fi r m  c o n t r o l  of pub l i c  de b t  the c r e d i t  rating of all d e b t  

issuers in A l a s k a  c o u l d  be in jecpardy. R i g h t  now the State has 

an P A  rating, the h i g h e s t  it's ever had, and all issuers w i t h i n  

the State are r a t e d  as i n v e s t m e n t  grade. But as oil prices 

decline, the share of r e v e n u e s  d e v o t e e  to debt service wi l l  

be c o m e  an i n c r e a s i n g l y  h e a v i e r  burden. The State of A l a s k a  

c a n n o t  c o n t r o l  the p rice of cii. Wh a t  we can and must c o n t r o l  is 

the a m o u n t  of p u b l i c  debt.

P r o p e r  s t e w a r d s h i p  of public debt n A l a s k a  can be 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  of l e g i s l a t i o n  c o v e r i n g  four dis t i n c t  needs. 

T a k e n  separately, each cf the four bills 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  asp e c t  o f  p u b l i c  debt. But v i e w e d  as a whole, this 

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

the first time. It assu r e s  that all S t a t e - s u p p o r t e d  debt, w h i c h  

is c.r.v debt pa i d  from the State g e n e r a l  fund, is subject to the 

co r troi cf  the S t ate 3cnc C o m m ittee. It is this total o f  S t ate 

s u p p o r t e d  debt w h i c h  the rat i n g  ag e n c i e s  look 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  rating.

The first bill, House Bill 193, pro v i d e s  for orderly finan c i a l  

m a n a g e m e n t  in the e v e n t  cf a d e f a u l t  by a m u n i c i p a l i t y  of its 

de b t  o b l i g a t i o n s .  This l e g i s l a t i o n  p r o t e c t s  b o t h  issuers cf 

p u b l i c  de b t  in A l a s k a  and creditors.

House Sill f. 19 p r o v i d e s  for the lease f i n a n c i n g  of public 

b u i i c m e s  through the A l a s k a  State 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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the A l a s k a  State B u i l d i n g  A u t h o r i t y .  The bi l l  gives the State 

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  of  this debt as w e l l  as debt 

of the U n i v e r s i t y  of Alaska.

House Bill 520 gives the S t ate Bo n d  C o m m i t t e e  c o n t r o l  ov e r  the 

total a m o u n t  and m a t u r i t y  of m u n i c i p a l  school debt to be 

r e i m b u r s e d  by the State. The i n v e s t m e n t  c o m m u n i t y  needs to see 

some c o n t r o l  on this f a s t - g r o w i n g  part of State s u p p o r t e d  debt.

The fourth bill, House Bill 521 pl a c e s  a limit on the is s u a n c e  of 

g e n e r a l  o b l i g a t i o n  debt by m u n i c i p a l i t i e s .  Even w i t h  this limit 

seme 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  ha v e  seme of the h i g h e s t  debt 

ratios in the U n i t e d  States. This l e g i s l a t i o n  dees not limit the 

a b i l i t y  to issue r e v e n u e  bonds.

As 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  de b t  (State, m u n i c i p a l  and

sc h o o l  district) t h r o u g h  the i ssuance of g e n e r a l  o b l i g a t i o n  bends

w a s  S2.9 b i l l i o n  as of J u n e  30, 1985. That a m o u n t s  to about 

$5,500 p e r  Ala s k a n .  W h e n  the a m o u n t  of G.C. Bond debt for 

veterans' h o u s i n g  is i n cluded in the total, A l a s k a ' s  per c a p i t a  

debt lead is $ 7 , COG.

Thai de b t  is m a n a g e a b l e ,  but it takes planning. The State of

A l a s k a  has not had a bo n d  a u t h o r i z a t i o n  since 1580. Yet, the per 

capita i n t e r e s t  cn the S t a t e ' s  g e n e r a l  o b l i g a t i o n  bond de b t  is 2C 

times the n a t i o n a l  average. S t ate p o l i c y  limits debt serv i c e  to 

five p e r c e n t  of u n r e s t r i c t e d  revenues, but that ratio is a b o u t  10 

p e r c e n t  n o w  and c o u l d  c l i m b  to 16 p e r c e n t  by fiscal year 19S9.

Again, this is a result cf a c o m b i n a t i o n  of factors. W o r l d  cil 

m a r k e t s  h a v e  s e r i o u s l y  er u a e c  the r e v enue A l a s k a  r e ceives from 

oil ar.d gas p r o d u c t i o n .  At the same time, A l a s k a  voters have 

a u t h o r i z e d  new debts, i n c l u d i n g  $323.0 m i l l i o n  in schcci 

c o n s t r u c t i o n  b o n d s  so far ir. fiscal year 1985 aior.e. That 

tr a n s l a t e s  into a p o s s i b l e  30 p e r c e n t  increase m  State



r e i m b u r s e m e n t  for local s c h o o l  d e b t — a d ded c o sts w h i c h  snow up in 

the S t a t e  o p e r a t i n g  budget.

T h e s e  and e 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  are v i e w e d  by the 

n a t i o n ' s  f i n a n c i a l  m a r k e t s  in d i f f e r e n t  wavs. On one hand, 

A l a s k a ' s  r a t i n g  a g encies k n o w  this is a u n i q u e  state, with 

e n o r m o u s  p o t e n t i a l  for 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 young, 

d y n a m i c  w o r k f o r c e ;  on the o t h e r  hand, the r a t i n g  a g e n c i e s  look at 

all of A l a s k a ' s  debt together, and w h i l e  they are c o n c e r n e d  a b o u t  

h ow m u c h  we borrow, they are m e r e  c o n c e r n e d  that A l a s k a  have 

c o n t r o l s  on the g r o w t h  or d e b t  statewide.

To tackle that issue, G o v e r n o r  S h e f f i e l d  is a s k i n g  the L e g i s l a­

ture tc take the f o l l o w i n g  i n i t i atives:

0 F o r  school c o n s t r u c t i o n ,  h o n o r  ail e x i s t i n g  debt (as of

M a r c h  31, 1986) u n d e r  the c u r r e n“ 30 p e r c e n t  r e i m b u r s e­

ment  law, and limit the g r o w t h  of future State

r e i m b u r s e m e n t  to S10 m i l l i o n  per y e a r  for school 

c o n s t r u c t i o n  in the future.

l' Set s t a n d a r d s  for sc 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

schools can be b u i l t  w i t h  the funds ava i l a b l e .

0 P e i m b u r s e  100 percent o f  p r i n c i p a l  cn l v  for bonds

a u t h o r i s e d  a f t e r  A p r i l  1 , 1986 . This will er.ocurage 

local d i s t r i c t s  to shop for the lowest in t e r e s t  rates.

0 For local g o v e r n m e n t s ,  limit debt tc s e ven p e r c e n t  cf

a s s e s s e d  property values.

D e s i g n a t e  the A l a s k a  S t ate H o u s i n g  Aut h o r i t y ,  a c t i n g  as 

the A l a s k a  State B u i l d i n g  A u t h o r i t y ,  as the issuer r 

lease r e v enue bor.de tc fina n c e  p u b l i c  b u i ldings. T h i s



c h a n g e  w a s  r e c o m m e n d e d  by a c i t i z e n s  task force 

a p p o i n t e d  by the G o v e r n o r  tc s t udy the issue in 1985.

D e s i g n a t e  the S t ate B o n d  C o m m i t t e e  as o v e r s e e r  of lease 

r e v e n u e  bo n d  issues and the total of State 

r e i m b u r s e m e n t  zor sch o o l  de b t  (after M a r c h  31, 19 L G).
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D E B T  M A N A G E M E N T  P L A N

Questicr.5 and A n s w e r s

Q UEST I O N :  W h y  do we need a debt m a n a g e m e n t  p a c k a g e ?

ANSWER: The State has a c h i e v e d  a AA  ra t i n g  fc -• its g e n e r a l

o b l i g a t i o n  debt. However, the b u r d e n  of p a y i n g  the S t a t e ' s  debt 

b e c o m e s  h e a v i e r  as r e v e n u e s  shrink. Now, w i t h  oil pri c e s  

falling, the S tate m u s t  d e m o n s t r a t e  tc the ra t i n g  a g e n c i e s  that 

it has the p r o c e d u r e s ,  checks, and b a l a n c e s  n e c e s s a r y  to m a n a g e  

its de b t  o b l i g a t i o n s ,  if the S t ate is to r e t a i n  its high c r e d i t  

r a t i n g .

Q U E S T I O N :  W h y  dees the State have to be c o n c e r n e d  a bout iease-

p u r c h a s e  financing, U n i v e r s i t y  of Alaska, and m u n i c i p a l  school 

d ebt? (HE 319, HB 520)

ANSW E R :  A l l  or a m a j o r  p o r t i o n  oi the p a y m e n t s  or. this d e b t  ccme

from the S t a t e ' s  g e n e r a l  fund. Th se types cf d e b t  o b l i g a t i o n s  

are r e f e r r e d  to as State s u p p o r t e d  debt. The t o tal of State 

s u p p o r t e d  de b t  and S tate general o b l i g a t i o n  debt is the figure 

that M c c d y ' s  and S t a n c a r d  and Peer's uses as the m e a s u r e  of the 

S t a t e ' s  d e b t  burden. As of June 30, 1985, this total was 

SI, 6.‘C. 3 m i l l i o n ,  of w h i c h  less than half, $752.7 m i l l’on, was 

State g e n e r a l  o b l i g a t i o n  debt. Even the S t a t e ' s  share of school 

debt alone, S753.6 m i llion, e x c e e d e d  S t ate g e n e r a l  o b l i g a t i o n  

d e b t .



Q UESTION: W h y  sh o u l d  the State seek to limit m u n i c i p a l  debt

g e n e r a l l y ?  (HB 521)

ANSWER: B e c a u s e  of  high levels of S t ats s u p p o r t  to m u n i c i p a l­

ities, they m a y  be t e m p t e d  to issue m o r e  d e b t  than they could 

r e a s o n a b l y  e x p e c t  tax pa y e r s  to s u p p o r t  w i t h o u t  the S t ate aid. 

W i t h  State r e v e n u e s  declining, State s u p p o r t  for m u n i c i p a l i t i e s  

e v e n t u a l l y  may suf f e r  b u d g e t  cuts a l o n g  v ? t h  e t h e r  programs. T n e  

S tate needs to insure that such d e v e l o p m e n t s  do not create 

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  for m u n i c i p a l i t i e s .

QUESTION: Is one reason for the 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  levels that m u n i c i p a l  c r e d i t  ratings aff e c t  the S t a te's 

r a tings? (HB 521)

ANSWER: No. The S t a t e ' s  rating is not a f f e c t e d  by the r a t i n g  of

any or all m u n i c i p a l i t i e s .  Ev 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  not o r d i n a r i l y  a f f e c t  the tate's rating. 

However, an e m e r g e n c y  or d e f a u l t  w o u l d  be likely to t a r n i s h  ail 

Ala s k a  issuers somewhat, m u c h  as the 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  all m u n i c i p a l  debt i s s uers and the W P R 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. and p u b l i c  p o w e r  supply 

issues. Th i s  c o u l d  s i g n i f i c a n t l y  raise, for some p e r i o d  cf time, 

the i n t e r e s t  rates the State and o t h e r  m u n i c i p a l i t i e s  have to p a y  

or1, bonds.

Q UEST I O N :  Is the W P P S S  (Whoops) sy n d r o m e  the r e a s o n  ror the

i n t r o d u c t i o n  of 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  

l e g i s l a t i o n ? (HB 293)

ANSWER: It's one reason. However, a m o r e  i m p o r t a n t  rearer is to

e s t a b l i s h  a m e c h a n i s m  that e n s ures s a t i s f a c t o r y  and earl., 

res o l u t i o n  o f  a m u n i c i p a l  f-'rarri.a’ cri s i s  =o that ’■'revision sr 

pu b l i c  s e rvices 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  plants, 

m u n i c i p a l i t i e s  car.r.ct be 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  and e a r l y  r e s o l u t i o n  also p r o v i d e s  a v a luable 

a s s u r a n c e  to bend buyers.

QU E S T I O N :  W h a t  is the S t a t e ' s  d e b t  c a p a c i t y  and hew is it

d e t e r m i n e d ?

ANSWER: In r e c e n t  years, the S t a te's debt p o l i c y  has be e n  that

the S t ate had c a p a c i t y  to issue 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  

de b t  if the debt s e r vice on the new bonds, c o m b i n e d  wi t h  the debt 

serv i c e  on o u t s t a n d i n g  bends, w o uld net ex c e e d  5 p e r c e n t  of the 

St a t e ' s  u n r e s t r i c t e d  revenues. 5 p e r c e n t  is a level w h i c h  few 

states w i t h  a A A  c r e d i t  ra c i n g  exceed.

Q U E S T I O N :  W h a t  is the c u r r e n t  level of debt service r e l a t i v e  to

u n r e s t r i c t e d  revenues?

A N S W E R : C o n s i d e r i n g  only Stace g e n e r a l  o b l i g a t i o n  bonds, the

level for fiscal ye a r  1987 is 5.7%. However, i n c l u s i o n  o f  all 

State s u p p o r t e d  d e b t  w h i c h  the rating a g e r c i e s  look at b c c s t s  the 

p e r c e n t a g e  tc 11.5%. F a l l i n g  S t ate r e venues w i l l  push the debt 

se r v i c e  tc a level of If. 4% of r evenues in fiscal year 1989 .

Q U E S T I O N :  Does this m e a n  the State can't issue any more d e b t  in

the ne a r  future?

ANSWER: No. In the first place, the State cc la issue a d d i t i o n­

al de b t  if it w e r e  w i l l i n g  to s a c r i f i c e  its cr>. t rating and 

that cf S t a t e  a g e n c i e s  and m u n i c i p a l i t i e s ,  whcsr ratings 

g e n e r a l l y  are tied to the State's. M o r e  to the point, additional 

is suance in m o d e s t  a m o unts wi t h  a AA r a t i n g  m i g h t  be p o s s i b l e  if 

the rating a g e n c i e s  w e r e  a s s u r e d  t otal c e b t  o b l i g a t i o n s  wi l l  

re m a i n  limited. The limits and c o n t r o l s  in G o v e r n o r  S h efrielc's 

de b t  m a n a g e m e n t  p a c k a c e  are an e s s e n t i a l  st<=n in p r o v i d i n g  these 

assura n c e s .



QUESTION: W h a t  h a p p e n s  to the S t a t e ' s  r e i m b u r s e m e n t  cf m u n i c i p a l

sc h o o l  de b t  that was a u t h o r i z e d  last fall? (H3 520)

ANSWER: T h a t  debt and all m u n i c i p a l  sc h o o l  de b t  a u t h o r i z e d

b e f o r e  A p r i l  1, 1986, w i l l  be 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, 

This m e a n s  State r e i m b u r s e m e n t  for that d e b t  w i l l  be u n d e r  the 

c u r r e n t  formula of 80% of p r i n c i p a l  and interest.

QUESTION: Does the G o v e r n o r ' s  b u d g e t  contain the funds n e c e s s a r y

for the S tate to r e i m b u r s e  the g r a n d f a t h e r e d  bonds? (HE 520)

ANSWER: The a m o u n t  r e quired is c o n t a i n e d  in the D e p a r t m e n t  of

E d u c a t i o n ' s  fiscal note for HB 520. The e s t i m a t e d  amount 

required for fiscal ye a r  1987 is $43 m i i l i o r . The G o v e r n o r  plans 

tc supp o r t  the $43 m i l l i o n  a p p r o p r i a t i o n  if he l e g i s l a t i o n  is 

p a s s e d .

Q UESTION: How m u c h  a d d i t i o n a l  school debt could be r e i m b u r s e d  by

the State u n d e r  HP 520?

ANSWER: HB 520 w o u l d  permit State r e i m b u r s e m e n t  of S10 m i l l i o n

per y e a r  for debt a u t h o r i z e d  after M a r c h  31, 1986. Since the 

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 100% of p r i n c i p a l  and 

r equires the debt to have 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 ayments, the $10 m i l l i o n  State r e i m b u r s e m e n t  c o u l d  s u p port as 

m u c h  as S1C0 m i l l i o n  initial U-.

Q UESTION: Hew does LCr$ of orir.cical c o m p a r e  to 30% of p r i n c i p a lk b * * k
and interest? (H5 520)

ANSWER: It depe n d s  on h o w  m u c h  the interest is in r e l a t i o n  to

principal, w h i c h  d e p e n d s  on the i n t e r e s t  rates at the time the 

bonds are sola. At c u r r e n t  interest, rates, 100^ of p r i n c i p a l  is 

a p p r o x i m a t e l y  89% of the c u r r e n t  formula for r e i m b u r s e m e n t  (30% 

of p r i n c i p a l  and interest). Thus, the new formula w o u l d  p r o v i d e
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