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r e i m b u r s e m e n t  at a level about 11% less th a n  c u r r e n t  

re i m b u r s e m e n t .  100% of p r i n c i p a l  w o u l d  r e p r e s e n t  a p p r o x i m a t e l y  

71% of total p r i n c i p a l  and interest.

QUEST I O N :  Hew w i l l  it be d e c ided w h a t  m u n i c i p a l  school debt

r e c e i v e s  r e i m b u r s e m e n t  if the $10 m i l l i o n  limit o t h e r w i s e  w o u l d  

be e x c e e d e d ?  (H3 520)

ANSWER: The D e p a r t m e n t  of E d u c a t i o n  will e s t a b l i s h  a p r i o r i t y

list b a sed cn c r i t e r i a  speci f i e d  by law. Po r t i o n s  of school 

c o n s t r u c t i o n  p r o j e c t  costs also mav be d e e m e d  i n e l i g i b l e  for 

r e i m b u r s e m e n t  b a s e d  on d e s i g n  s t a n d a r d s  and r egional cost 

d i r f e r e n t i a l s  d e t e r m i n e d  by 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 

Public Facil i t i e s .  F i n a n c i n g  costs will not be eli g i b l e  for 

r e i m b u r s e m e n t .  State r e i m b u r s e m e n t  w i l l  be reduced further by 

the i n t e r e s t  e a r n e d  cn bond proceeds, exc e p t  a r b i t r a g e  w h i c n  

w o u l d  have to be paid to the federal g o v e r n m e n t  u n d e r  p e n d i n g  

c o n g r e s s i o n a l  legislation. T h ese l i m i t a t i o n s  will spread 

i n c r e a s i n g l y  scarce State d o l lars f u r ther and en a b l e  the State to 

s u p p o r t  m o r e  schools u n der the $10 m i l l i o n  limit.

Q U E S TION: Why is the limit set at cn i y  $10 mil l i o n ?  (K3 520)

ANSWER: T h e r e  has been an e x p l o s i o n  of a u t h o r i s a t i o n  of

m u n i c i p a l  schccl debt. B e t w e e n  O c t o b e r  1, 1985, and M a r c h  31, 

1986, total m u n i c i p a l  school debt r e c e i v i n g  v o ter a p p r o v a l  is 

e x p e c t e d  to exceed $350 million. Th i s  w o u l d  r e p r e s e n t  an 

increase of a l m o s t  50% in six m o n t h s  over the $739 m i l l i o n  school 

de b t  o u t s t a n d i n g  as cf Ju n e  30, 19S5. It is this e x p l o s i o n  w hich 

•will p r o p e l  State pa y m e n t s  for debt s e r v i c e  tc o v e r  15% cf State 

r e venues by fiscal year 1989.

QUESTION: Car the limit be revised? (h'B 520)
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ANSWER: C e r t a i n l y  the limit could he a m e n d e d  by law in future

l e g i s l a t i v e  sessions. A r e p o r t  to the 1988 s e s s i o n  of the 

l e g i s l a t u r e  by the D e p a r t m e n t  of E d u c a t i o n  on sc h o o l  co. '-.ruction 

n eeds is r e q u i r e d  in s e c t i o n  17 of HB 520. This w o u l d  b an 

a p p r o p r i a t e  time to c o n s i d e r  a revision. As an alt e r n a t i v e ,  the 

S t ate b o n d  c o m m i t t e e  m a y  revise the l i -  at any time in light of 

S t a t e  c r e d i t  condit i o n s ,  sc h o o l  requi n t s , or any o t n e r  

reason.

Q U E S T I O N :  W i l l  the State 5ona C o m m i t t e e  d e c i d e  w h i c h  schools

r e c e i v e  fu n d i n g ?  (HE 520)

A NSWER: No. This wi l l  be d e t e r m i n e d  solely by the D e p a r t m e n t  of

E d u c a t i o n  in e s t a b l i s h i n g  the p r i o r i t y  list. The State Bend 

C o m m i t t e e  w i l l  be c o n c e r n e d  only w i t h  the cre d i t  i m p l i c a t i o n s  for 

the State of  the total a m o u n t  o f  r e i m b u r s e m e n t  to be paid.

QUEST I O N :  W h a t  is l e a s e - p u r c h a s e  financing? (HB 519)

ANSWER: L e a s e - p u r c h a s e  f i n a n c i n g  c o n s i s t s  of debt o b l i g a t i o n s

i ssued by a p r i v a t e  d e v e l o p e r  or S tate a g e n c y  to finance the 

c o n s t r u c t i o n  or a c q u i s i t i o n  of £ac _ _ i t i e s  w h i c h  are leased to the 

State. T h e  lease p a y m e n t s  made by the S t ate are in ar. a m o u n t  and 

d u r a t i o n  w h i c h  is e qual to the p r i n c i p a l  and i n t e r e s t  p a y m e n t s  cn 

the d e b t  o b l i g a t i o n .  The de b t  o b l i g a t i o n  m a y  take the fo r m  of a 

r e v e n u e  b o n d  or a c e r t i f i c a t e  of  p a r t i c i p a t i o n  m  rent (CP or CC? 

as they are s o m e t i m e s  c a l l e d ) . At the c o n c l u s i o n  of the lease, 

title tc the f a cility g e n e r a l l y  pa s s e s  to the State.

Q U E S T I O N :  W h y  is the A l a s k a  State H o u s i n g  A u t h o r i t y  (ASHA)

d e s i g n a t e d  as the issuer o f  all l e a s e - p u r c h a s e  financing fcr 

S tate f a c i l i t i e s ?  (HE 319)

ANSWER: A S H A  has p r e v i o u s l y  issued lease r e v e n u e  bonds fcr S t a t e

f a c ilities and is the c u r r e n t  lessor cf t h ese facilities to the 

State. T h e  d e s i g n a t i o n  cf  a single a g e n c y  w h i c h  has e x p e r i e n c e
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and t e c h n i c a l  e x p e r t i s e  in this area w i l l  improve a c c c u n t a b i i i _ y , 

e f f i c i e n c y ,  and c o n trol of these types of financing.

Q UESTION: W h y  w o u l d  A S H A  be i s s u i n g  d e b t  u n d e r  the name o f  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 ?  (HB 519)

ANSWER: T h i s  name change, a p p l i c a b l e  on l y  to the f i n a ncing of

p u b l i c  b u i l d i n g s ,  w i l l  improve the m a r k e t a b i l i t y  of the debt.

The a l t e r n a t e  name av o i d s  c o n f u s i o n  about the issuer and de b t  

since mo s t  state h o u s i n g  a u t h o r i t i e s  issue d e b t  on l y  for the 

p r o v i s i o n  of  low and m o d e r a t e  income housing. The name change 

helps r e c o g n i z e  the h i g h e r  c r e d i t  s t a n d i n g  a c c o r d e d  debt w h i c h  is 

se c u r e d  by p a y m e n t s  from a state g o v e r n m e n t  for leases ra t h e r  

than from p r i v a t e  i n d i v i d u a l s  for rent.

QUESTION: Wh a t  b e c a m e  of the S t ate Off i c e  C o m p l e x  F i n a n c i n g  T a s k

Force?

ANSWER: The Ta s k  Force, a body of e x e c u t i v e  b r a n c h  o f f icials,

two legislators, ar.d five m e m b e r s  of the pu b l i c  w i t h  s u b s t a n t i a l  

f i n a n c i n g  e x p e r i e n c e ,  held h e a r i n g s  in the fail cf 1935 ar.d 

p r o d u c e d  a re p o r t  to the G o v e r n o r  w h i c h  is a v a i l a b l e  from the 

T r e a s u r y  D i v i s i o n  of the D e p a r t m e n t  cf Revenue. HB 519 i m p l e­

men t s  the. r e c o m m e n d a t i o n s  c o n t a i n e d  in that report.

QUEST I O N :  W i l l  A S H A  be d e c i d i n g  w h a t  p u b l i c  b u i l d i n g s  will he

b u i l t  or a c q u i r e d ?  (h5 519)

ANSWER: No. Each b r a r c h  cf g o v e r n m e n t  and the U n i v e r s i t y  of

Alaska w o u l d  d e c i d e  wh a t  f a c ilities w o u l d  be b u i l t  or a c q u i r e d . 

The f a c ilities w c u l d  have to m e e t  the r e q u i r e m e n t s  ar.c specif: c a­

tions of each b r a n c h  or the U n i v e r s i t y  be f o r e  the b r a n c h  or 

U n i v e r s i t y  c o u l d  be e x p e c t e d  to e x e c u t e  the lease. Nc f i n a n c i n g  

can o c c u r  w i t h o u t  an e x e c u t e d  lease.



QUESTION: Does t h i s  mean e a c h  b r a n c h  o r  t h e  U n i v e r s i t y  c an  e n t e r
i n t o  l e a s e - p u r c h a s e  f i n a n c i n g s  w i t h o ' c  l e g i s l a t i v e  a p p r o v a l  o r  
a p p r o v a l  by law? (H3 519)

ANSWER: Yes .  However ,  t h e  a n n u a l  l e a s e  p a ymen t s  a r e  s u b j e c t  t o
a p p r o p r i a t i o n  by t h e  l e g i s l a t u r e  a s  a m a t t e r  o f  c o n s t i t u t i o n a l  
l aw.  HB 519 r e q u i r e s  l e a s e - p u r c h a s e  a g r e em e n t s  t o  s t a t e  t h i s  
f a c t  so  t h a t  i t  i s  c l e a r  t o  a l l  p a r t i e s .  Bec au s e  l e a s e  p aymen t s  
a r e  s u b j e c t  t o  a p p r o p r i a t i o n ,  l e a s e - p u r c h a s e  f i n a n c i n g  i s  n o t  
d e b t  f rom t h e  s t a n c p o i n 1- o f  t h e  S t a t e  C o n s t i t u t i o n .

QUESTION: Cou ld  l e g i s l a t i v e  a p p r o v a l  o r  a p p r o v a l  by law be
r e q u i r e d  o f  l e a s e - p u r c h a s e  f i n a n c i n g  by s t a t u t e ?  (HB 519)

ANSWER: A l a s k a  Supreme C o u r t  d e c i s i o n s  i n d i c a t e  t h a t  t h i s
p r o b a b l y  wou ld  v i o l a t e  t h e  s e p a r a t i o n  o f  power s  d o c t r i n e  and  be 
u n c o n s t i t u t i o n a l .  L e g a l  q u e s t i o n s  c f  t h i s  c a l i b e r  can  e a s i l y  
d e r a i l  d e b t  f i n a n c i n g s  b e c a u s e  bend  b u y e r s  w i l l  n o t  p u r c h a s e  d e b t  
w i t h  s u ch  u n c e r t a i n t i e s  a b c u t  i t .  To a c h i e v e  t h e  same p u r p o s e ,  
Gov e r n o r  S h e f f i e l d  h a s  p l e d g e d  t o  s e e k  l e g i s l a t i v e  a p p r o v a l  o f  
any e x e c u t i v e  b r a n c h  l e a s e - p u r c h a s e  f i n a n c i n g s .  The o t h e r  
b r a n c h e s  and U n i v e r s i t y  m i g h t  be e x p e c t e d  t o  do t h e  same.

QUESTION: Why d e e s  t h e  S t a t e  Bond Commi t t e e  ne ed  t o  a p p r o v e
l e a s e - c u r c h a s e  f i n a n c i n g s ?  (H3 519)

ANSWER: L e a s e - p u r c h a s e  f i n a n c i n g  i s  p a i d  f rom t h e  S t a t e  g e n e r a l
fund a n d ,  a c c o r d i n g l y ,  i s  a c c ed  i n t o  t h e  S t a t e ' s  c e b t  b u r d e n  by 
t h e  c r e d i t  r a t i n g  a g e n c i e s .  Be c au s e  c f  t h i s ,  t h e  S t a t e  Bend 
Commi t t e e  n e e d s  t o  c o n t r o l  a s p e c t s  o f  s u ch  f i n a n c i n g s  wh i ch  can 
a f f e c t  t h e  S t a t e ' s  c r e d i t  s t a n d i n g .  T h i s  c an  i n c l u d e  su ch  t h i n g s  
a s  t h e  m a t u r i t i e s  o f  t h e  d e b t ,  n e ed  f o r  i n s u r a n c e ,  o r  t h e  t i m i n g  
o f  * he s a l e .  The S t a t e  Bond Commi t t e e  i l l  n o t  be c o n c e : n e d  w i t h  
p r o j e c t  j u s t i f i c a t i o n  o r  s p e c i f i c a t i o n .  T h i s  i s  t h e  same manne r
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i n  wh i ch  t h e  Commi t t e e  f u n c t i o n s  w i t h  r e s p e c t  t o  S t a t e -  g e n e r a l  
o b l i g a t i o n  d e b t .

QUESTION: What m u n i c i p a l i t i e s  wou ld  be f o r e s t a l l e d  f rom i s s u i n g
a d d i t i o n a l  d e b t  u n d e r  HB 521?

ANSWER: The No r t h  S l o pe  Borough and t h e  c i t y  o f  W r an g e l l
c u r r e n t l y  h ave  g e n e r a l  o b l i g a t i o n  d e b t  e x c e e d i n g  7% o f  t h e  f u l l  
v a l u e  o f  t h e i r  p r o p e r t y  t a x  b a s e .  They wou ld  n o t  be a b l e  t o  
i s s u e  a d d i t i o n a l  d e b t  u n t i l  t h e i r  t a x  b a s e  h a s  i n c r e a s e d  s u f f i ­
c i e n t l y  o r  c u t s t a n d i n g  d e b t  i s  p a i d  down. The No r t h  S i ope  
Borough s h o u l d  be a b l e  t o  i s s u e  a d d i t i o n a l  d e b t  a g a i n  w i t h i n  two 
y e a r s .  The c i t y  o f  Nenana wou ld  n o t  be  l i m i t e d  by t h e  c ap  due t o  
t h e  e x em p t i o n  i n  HB 521 f o r  s u i f - s u p p o r t i n g  d e b t  wh i ch  i s  i s s u e d  
a s  a g e n e r a l  o b l i g a t i o n  bond .  I s s u a n c e  o f  r e v e nu e  bonds  and 
r e f u n d i n g  bond s  a r e  r o t  l i m i t e d  by HB 521.

QUESTION: Why i s  t h e  l i m i t  s e t  a t  7«? (HB 521)

ANSWER: N a t i o n a l  med i a n s  t o r  m u n i c i p a l  g e n e r a l  o b l i g a t i o n  d e b t
a r e  i n  t h e  r a n g e  o f  3% t o  4% c f  f u l l  v a l u e .  A h i g h e r  l e v e l  i s  
a p p r o p r i a t e  fr>** A l a sk a  b e c a u s e  t h e  economy i s  s t i l l  d e v e l o p i n g ,  
w i t h  s p u r t s  o f  r a p i d  g r ow t h  i n  p a r t i c u l a r  l o c a l i t i e s ,  i f  no t  
s t a t e w i d e .  However ,  a l e v e l  s i g n i f i c a n t l y  above  7% would n o t  be 
an e f f e c t i v e  l i m i t  o r  p r o v i d e  t h e  c r e d i t  m a r k e t s  any c om f o r t  t h a t  
A l a s k a  i s  manag i ng  i t s  d e b t .
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T o t a l  D e b t  S e r v i c e  & L e a s e  P a y m e n t s  
( $  M i l l i o n s )

F i s c a l

C e r t i f i c a t e s  
o f  P a r t i c i p a t i o n

Y e a r S t a t e UA ASHA ( C e r t )

77 4 1 . 9 1 . 5 9 . 9 0
78 5 0 . 0 1 . 7 1 0 . 1 0

79 6 0 . 0 1 . 7 1 0 . 1 0
80 7 5 . 1 1 . 8 1 0 . 1 0
81 97 . 6 2 . 2 1 0 . 0 0
82 9 7 . 5 2 . 3 1 0 . 0 0
83 143 . 6 2 . 3 9 . 9 0

84 1 6 6 . 3 2 . 0 9 . 9 0

85 1 6 9 . 5 2 . 0 9 . 9 . 1
86 163 . 2 1 . 8 9 . 9 3 . 0
87 154 . 9 1 . 8 9 . 5 3 . 0
88 1 4 7 . 9 1 . 7 1 2 . 5 5 . 1

89 1 3 5 . 5 1 . 8 1 6 . 5 5 . 1

90 1 2 0 . 3 1 . 7 1 5 . 5 6 . 0

91 9 5 . 5 1 . 7 15 . 5 6 . 0

92 6 8 . 2 1 . 7 1 5 . 5 6 . 0

93 5 9 . 7 1 . 7 1 5 . 5 5 ; 9

94 3 3 . 9 1 . 5 1 1 . 1 5 . 9

95 2 3 . 1 1 . 5 9 . 5 5 . 9

96 2 1 . 5 1 . 5 8 . 0 5 . 9

97 1 6 . 7 1 . 5 7 . 0 5 . 9

98 1 4 . 4 1 . 5 7 . 0 5 . 9

99 9 . 0 1 . 5 7 . 0 5 . 9

00 2 . 6 1 . 5 6 . 0 5 . 9

S c h o o l
D e b t

(Muni 'i

9 . 0  
1 1 . 4  
22 . 3
24 
38 
38 
36 
91 
9 2 . 3  

1 0 5 .  3 
143 
146 
154 
132 
119 
110 

99 
91 
79 
63
2 6 . 0  
14 . 0
14.0
12 .0



Debt  S e r v i c e  v s .  U n r e s t r i c t e d  Revenue 
($ M i l l i o n s )

F i s c a l
Year

77
78
79
80 
81 
82
83
84
85
86
87
88
89
90
91
92
93
94
95
96
97
98
99 
00

T o t a l  Debt  
S e r v i c e

U n r e s t r i c t e d  
Revenue

62 
73 
94 

111 
148 
148 
192 
269 
274 
283
312
313 
313 
276 
238 
201 
182 
143 
119 
100

57
4 2 . 0
3 7 . 0  
27 . 0

874 
76 4  

1133 
2 5 0 1  
37 1 8  
4 1 0 8  
3 6 3 1  
3 3 9 0  
3 2 6 0  
3124
2 7 1 8 . 8  
2 2 5 7 . 4  
210 9  
198 0  
1 915 
1874 
1903
1 8 8 1 . 8
1 8 5 4 . 9  
1 8 0 8  
1 8 2 0  
1812 
1378

P e r c e n t a g e
7 . 1 %

2
7
5
1

9 
8 
4
4 
3
5
7
8 
9

11 
13
1 4 . 8  
13 . 9

1 1 0 6 . 0

12, 
10, 

9 , 
7,  
6 , 
5, 
3 . 
2. 
2. 
2 .
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PI'LL B. 0. 7i CF OF 5.2. PERCENT
S o r c u g h  V A L U E  D E S T  F U L L  V A L U E  D E B T / C A P  C E B T

A n c h c r a c e $ 1 5 , 7 2 5 , 4 1 1 , 0 0 0 . 0 0 * 3 5 3 , 7 9 9 , 9 0 0  / * 1 , 1 0 2 , 5 7 2 , 7 7 0 . . ■  0 1 5  = "*»J C i ww * 2 . 2 2 :
B r i s t o l  ? »y * 1 0 1 . 7 = 5 . 5 0 0 . 0 0 * 3 . 5 3 5 , 0 0 0 . 0 0 * 7 - 1 2 3 , 7 1 6 . 0 0 4 9 . i i : 3 . 4 7 ’,
F a i r b a m * 4 . C I O . * 9 7 , 7 0 0 . 0 0 * 9 0 , 9 2 3 . 5 0 0 . 0 0 * 2 9 4 , 7 4 9 , 5 3 9 . 0 0 3 0 . 5 5 1 2 . 1 6 X
H a i n e s * 9 3 . 9 4 5 . 5 0 0 . 0 0 * 1 , 2 0 0 . 0 0 0 . 0 0 * 6 . 5 7 4 . 1 5 5 . 0 0 1 9 . 7 7 1 1 . 3 3 :
J u n e a u » L o l J . J S 3 , 9 0 0 . 0 0 * 4 7 . 4 5 1 . ' . ' 0 0 . 0 0 -  * 1 1 2 , 9 3 7 , 2 2 3 . 0 0 1 9 1 *) Q C V
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S t a t e  o f  A l a s k a
□ rr.c£ or r~c 2 C v G « n o p  

J u k k a c

J a n u a r y  27,  1986

The Hon o r a b l e  Ben G r u s s e n d o r f  
S p e a k e r  o f  t h e  House 
A l a s k a  S t a t e  L e g i s l a t u r e  
P .O.  Box V 
J u n e a u ,  AK 99811

Dear  R e p r e s e n t a t i v e  G r u s s e n d o r f :

Under  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  18, o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  am t r a n s m i t t i n g  two b i l l s  t h a t  p r o v i d e  f o r  
imp ro ve d  s t a t e  d e b t  managemen t .  One r e l a t e s  t c  c o n t r o l  o f  
s t a t e - s u p p o r t e d  s c h o o l  d e b t ,  t h e  o t h e r  t o  l e a s p - f i n a n c i n g  
t r a n s a c t i o n s  by t h e  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 ,

These  two b i l l s  a r e  e a c h  c o r n e r s t o n e s  o f  a c om 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  t o  m o n i t o r  and  c o n t r o l  more e f f e c t i v e l y  
t h e  i s s u a n c e  o f  d e b t  i n s t r u m e n t s  t h a t  h a r b o r  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  f o r  t h e  s t a t e .  (Home c i t a t i o n s  i n  e a c h  
b i l l  a r e  t o  p r o v i s i o n s  i n  t h e  o t h e r  b i l l .  The two work
t o g e t h e r . )  A l a s k a ' s  r e m a r k a b l e  w e a l t h  h a s  f a c i l i t a t e d  
t r em e ndo u s  e conom ic  g r ow t h  i n  a l l  a r e a s  o f  t h e  s t a t e ' s  
economy ar.d a t  a l l  l e v e l s  o f  g o v e r nm e n t .  Many o f  t h e s e
w o r t h y  p r o j e c t s  and p r o g r am s  hav e  b e e n  f u n d e d  d i r e c t l y  by 
t h e  s t a t e .  I n  o t h e r *  i n s t a n c e s ,  h ow ev e r ,  f u n d i n g  ha s  b e en
o b t a i n e d  t h r o u g h  t h e  i s s u a n c e  o f  d e b t  i n s t r u m e n t s ,  e i t h e r  by 
t h e  s t a t e  o r  by l o c a l  g o v e r n m e n t s .  Where Gove rnmen t  a c t i v i ­
t i e s  a r e  f u nd ed  t h r o u g h  t h e  i s s u a n c e  o f  d e b t ,  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  f o r  t h e  s t a t e  a s s ume s  c r i t i c a l
i m p o r t a n c e .  S imp ly  s t a t e d ,  a c t i o n s  d e t r i m e n t a l  t o  t h e  
s t a r e ' s  c r e d i t  s t a n d i n g  a r e  i n j u r i o u s  t c  t h e  A l a s k a  economy.

Un l i k e  p a s t  y e a r s ,  we a p p r o a c h  an e r a  whe r e  t h e  s t a t e ' s  v a s t  
w e a l t h  i s  n o t ,  i n  and o f  i t s e l f ,  s u f f i c i e n t  t o  s u p p o r t  a 
r a v o r a b l e  c r e d i t  r a t i n g .  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 ­
t a t i v e s  o f  t h e  n a t i o n a l  f i n a n c i a l  c ommun i t y ,  t h e  c o n s t a n t  
theme s t a t e d  was t h e  ne ed  f c r  A l a s k a  t o  d e m o n s t r a t e  i t s  
a b i l i t y  t o  e f f e c t i v e l y  manage i t s  r e s o u r c e s .  Cne 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  s t a t e  management  i s  an e f f e c t i v e  
d e b t  managemen t  p r og r am .

Any d i s c u s s i o n  o f  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  
f o r  t h e  s t a t e  mus t  r e f l e c t  t h e  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  encompas s ed  w i t h i n  t h e  t e rm  " s t a t e - s u p p o r t e d  
d e b t . "  I t  i s  c r i t i c a l  t o  b e a r  i n  mind t h a t  s t a t e  g e n e r a l  
o b l i g a t i o n  bond s  a r e  b u t  one t y p e  o f  d e b t  i n s t r u m e n t  t h a t  
a f f e c t s  t h e  s t a t e ' s  c r e d i t  s t a n d i n g .  The f i n a n c i a l  com­
m u n i t y  a l s o  l o o k s  t o  e t h e r  r e c u r r i n g ,  l o n g - t e r m  f i n a n c i a l  
o b l i g a t i o n s  wh i ch  a r e  p a i d  f rom t h e  g e n e r a l  f u n d ,  s u ch  a s  
t h o s e  wh i ch  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  v e i n ,  t h e  s t a t e ' s  c ommi tmen t  t o  s u p p o r t  s c h o o l  d e b t  
i s s u e d  by m u n i c i p a l i t i e s  i s  a t y p e  o f  l o n g - t e r m  f i n a n c i a l  
commi tmen 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  management  c o n c e r n s  mus t  f u r t h e r  r e f l e c t  t h e  im p a c t  o f  
e x c e s s i v e  o r  im p r o v i d e n t  m u n i c i p a l  d e b t  i s s u a n c e  on t h e  
s t a t e ' s  c r e d i t  s t a n d i n g .  I i n i t i a l l y  o b s e r v e  t h a t  r e s p o n ­
s i b l e  s t a t e  d e b t  management  p o l i c i e s  mus t  n e c e s s a r i l y  i n ­
c l u d e  a d e g r e e  o f  s t a t e  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 ­
s u a n c e .  Wh i l e  I am, o f  c o u r s e ,  c o g n i z a n t  and  s u p p o r t i v e  o f  
t h e  p r e r o g a t i v e s  o f  l o c a l  g o v e r nm en t ,  p r o b l em s  w i t h  
m u n i c i p a l  d e 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  t h e  s t a t e  a s  w e l l .  
For  t h a t  r e a s o n ,  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  t h a t  r e l a t e s  
d i r e c t l y  t o  t h e  i s s u a n c e  o f  m u n i c i p a l  d e b t .  L a s t  s e s s i o n  I 
p r o p o s e d  t h e  e s t a b l i s h m e n t  o f  a M u n i c i p a -  F i n a n c i a l  Emer­
g e nc y  Commi ss ion  t o  a s s i s t  m u n i c i p a l i t i e s  t h a t  have  d e ­
f a u l t e d  i n  b e nde d  i n d e b t e d n e s s  (HB 293 ) .  I am a l s o  p r o p o s ­
i n g  l e g i s l a t i o n  t h a t  impose s  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  t o  i s s u e  g e n e r a l  o b l i g a t i o n  d e b t .  
As n o t e d  i n  t h e  t r a n s m i t t a l  l e t t e r s  a c c ompan y i ng  e a c h  o f  
t h o s e  b i l l s ,  r e s p o n s i b l e  s t a t e  management  o f  m u n i c i p a l  d e b t  
i s  n e c e s s a r y  t o  a s s u r e  t h e  c o n t i n u e d  i n v e s t m e n t  communi t y 
s u p p o r t  o f  and c o n f i d e n c e  i n  m u n i c i p a l  and  s t a t e  d e b t  
i s s u e s .

The two b i l l s  a t t a c h e d  t o  t h i s  l e t t e r  t o d a ; - a r e  i n t e n d e d  t o  
a s s u r e  p r o p e r  s t a t e  o v e r s i g h t  b e f o r e  t h e  s t a t e  e n t e r s  i n t o  
t h e  t y p e  o f  r e c u r r i r . c ,  l o n g - t e rm  f i n a n c i a l  c ommi tmen t s  t h a t  
m i g h t  h a ve  an impac t  on t h e  s t a t e ' s  c r e d i t  s t a n d i n g .  Where 
t h e  s t a t e  i s s u e s  g e n e r a l  o b l i g a t i o n  b o n d s ,  t h e  c o n s t i t u ­
t i o n a l  r e q u i r e m e n t  o f  v 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  f o r  t h e  e l e c t o r a t e  and  f c r  e l e c t e d  o f f i c i a l s  t o  
g a u c e  any  a d v e r s e  e f f e c t  t h a t  i s s u a n c e  o f  t h e  d e b t  may 
on t h e  s t a t e .  Under  p r e s e n t  l aw,  h ow ev e r ,  n e i t h e r  t h e  
s t a t u t o r y  r e im b u r s em en t  f o rmu l a  f c r  s c h o o l  d e b t  no r  t h e  
u n r e s t r i c t e d  a u t h o r ! t v  t c  e n t e r  l e a s e - f i n a n c i n g  a g r e em e n t s



o f r e r s  c om p a r a b l e  mechan i sms  t o  a s s u r e  t h a t  s t a t e  c r e d i t  
i m p l i c a t i o n s  a r e  a d e q u a t e l y  a d d r e s s e d .  As t h e  d e c l i n e  o f
a v a i l a b l e  r e v e n u e s  f u r t h e r  e x a c e r b a t e s  t h e  s e n s i t i v i t y  .of
t h e  s t a t e ' s c r e d i t  s t a n d i n g ,  i t  i s  o f  c r i t i c a l  im p o r t a n c e  t o  
a s s u r e  t h a t  e a c h  p r o j e c t  i s  v i ew ed  n o t  o n l y  on i t s  own 
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  how t h e  i s s u a n c e  o f  
a d d i t i o n a l  s t a t e - s u p p o r t e d  d e b t  w i l l  a f f e c t  b r o a d e r  s t a t e  
i n t e r e s t s .  I  b e l i e v e  t h a t  t h e s e  two b i l l s  o f f e r  a r e s p o n ­
s i b l e  way o f  m e e t i n g  t h e  n e ed s  o f  t h e  s t a t e  t o  o b t a i n  o f f i c e  
f a c i l i t i e s  and o f  m u n i c i p a l i t i e s  t o  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 way t h a t  b e s t  p r e s e r v e s  t h e  
s t a t e ' s  f a v o r a b l e  c r e d i t  s t a n d i n g .

I .
The s h o r t e r  b i l l  im p l emen t s  t h e  r e c ommend a t i o n s  o f  t h e  S t a t e  
O f f i c e  Complex F i n a n c i n g  Task. F o r c e ,  a body whose member sh i p  
b r o u g h t  t o g e t h e r  t h e  v i ews  o f  e x e c u t i v e - b r a n c h  o f f i c i a l s ,  
two l e g i s l a t o r s ,  and s e v e r a l  members o f  t h e  p u b l i c  w i t h  
s u b s t a n t i a l  f i n a n c i n g  e x p e r t i s e .  The t a s k  f o r c e  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  t o  c o n s i d e r  t h e  mos t  a p p r o p r i a t e  me thod 
t o  p r o v i d e  s t a t e  o f f i c e  f a c i l i t i e s  i n  t h e  mos t  c o s t - e f f i ­
c i e n t  manne r  p o s s i b l e .  A f t e r  r e v i ew  o f  t h e  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 ,  t h e  t a s k  f o r c e  recommended t h e  
e n a c tm e n t  o f  l e g i s l a t i o n  t o  f a c i l i t a t e  t h e  a c q u i s i t i o n  o f  
s t a t e  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 r e e m e n t s .  
The b i l l  d e s i g n a t e s  t h e  A l a s k a  S t a t e  Hou s i n g  A u t h o r i t y  a s  
t h e  a p p r o p r i a t e  f i n a n c i n g  e n t i t y ,  b u t  p r o v i d e s  t h a t  when t h e  
a u t h o r i t y  i s s u e s  d e b t  f o r  t . . i s  p u r p o s e ,  i t  do so a s  t h e  
A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y .  The name change  i s  i n ­
t e n d e d  t o  p r e v e n t  c o n f u s i o n  i n  n a t i o n a l  f i n a n c i n g  m a r k e t s .

S e c t i o n s  1, 6,  7 and 8 p r o v i d e  t h a t  t h e  u n i v e r s i t y  and e a c h  
b r a n c h  o f  g o v e r nm en t ,  r e s p e c t i v e l y ,  h ave  l e g a l  a u t h o r i t y  t o  
e n t e r  i n t o  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  t h e  A l a s k a  S t a t e  
Hous i ng  A u t h o r i t y  a c t i n g  a s  t h e  A l a s k a  S t a t e  B u i l d i n g  
A u t h o r i t y .  The s t a t e  h a s  p r e v i o u s l y  e x e c u t e d  l e a s e -  
f i n a n c i n g  a g r e em e n t s  u n d e r  e x i s t i n g  l e a s e  a u t h o r i t y ,  ar.d 
t h e s e  s e c t i o n s  a r e  t h u s  i n t e n d e d  t o  r emove any  a m b i g u i t i e s  
r e g a r d i n g  t h e  l e g a l  a u t h o r i t y  t o  e n t e r  i n t o  i e a s  = - f i r . a n c i r . g  
a g r e e m e n t s .  The c o s t  o f  b u i l d i n g  a c q u i s i t i o n  o r  d e v e l o pmen t  
wou ld  be p r o v i d e d  by t h e  s a l e  o f  r e v e n u e  bond s  by t h e  A l a s k a  
S t a t e  B u i l d i n g  A u t h o r i t y .  I n  a i l  i n s t a n c e s ,  a l e a s e -  
f i r . a n c i r . g  a g r e em 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 c c a  t i ’*es 
t h r o u g h  t h e  r e q u i r e m e n t  t h a t  l e a s e  p a ymen t s  be s u b j e c t  t o

Whi l e  t h e  b i l l  r e c o g n i z e s  t h e  d e s i r a b i l i t y  o f  t h e  l e a s e -
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mar .agement  c o n t r o l s .  F i r s t ,  l e a s e - f i n a n c i n g  a g r e em e n t s  may 
o n l y  be e x e c u t e d  w i t h  t h e  A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y ,  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  and  c o n t i n u i t y  i n  t h e  
s t a t e ' s  l e a s e - f i n a n c i n g  p r o g r am s .

More i m p o r t a n t l y ,  s e c s .  9 - -  16 expand  t h e  r e s p o n s i b i l i t i e s  
o f  t h e  s t a t e  bond comm i t t e e  (AS 3 7 .15)  t o  e n s u r e  t h a t  t h e  
b r o a d e r  c r e d i t  i m p l i c a t i o n s  a r e  a d e q u a t e l y  a s s e s s e d  b e f o r e  
t h e  s t a t e  e n t e r s  i n t o  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  
s e c .  15, f c r  ex amp l e ,  p r o p o s e d  AS 3 7 . 1 5 . 7 7 0  a u t h o r i z e s  t h e  
s t a t e  bona  c omm i t t e e  t o  r e v i ew  any  p r o p o s e d  l e a s e - f i n a n c i n g  
i n  d e t a i l  and t o  p r o h i b i t  o r  c o n d i t i o n  t h e  s a l e  o f  t h e  d e b t  
i n s t r u m e n t s  i f  i t  i s  i n  t h e  b e s t  i n t e r e s t s  o f  t h e  s t a t e  t o  
do s o .

I  o b s e r v e  t h a t  s e c .  8 o f  t h i s  b i l l  i s  s i m i l a r  t o  l e g i s l a t i o n  
t h a t  I  p r o p o s e d  l a s t  s e s s i o n  i n  t h e  wake o f  t h e  c o n t r o v e r s y -  
s u r r o u n d i n g  t h e  Ancho r age  O f f i c e  Complex .  The b i l l  p r o p o s e d  
l a s t  s e s s i o n  (HB 392 and t h e  i d e n t i c a l  S3 293) p r o v i d e d  f o r  
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 p r o v a l  b e f o r e  e x e c u t i o n  o f  a 
l e a s e - f i n a n c i n g  a g r e e m e n t .  I n  t h e  t r a n s m i t t a l  l e t t e r  
a c c ompan y i n g  t h e  i n i t i a l  b i l l ,  d a t e d  A p r i l  19, 1985 (1985
H . J . ,  p .  1001,  and 1985 S . J . ,  p .  3 56 ) ,  I n o t e d  t h a t  t h e  p r o ­
v i s i o n  o f  p r o j e o t - s p e c i f i c  l e g i s l a t i v e  a p p r o v a l  po s ed  s u b ­
s t a n t i a l  c o n s t i t u t i o n a l  p r o b l em s .  Bo t h  t h e  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  o f  powe r s  and  t h e  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  s p e c i a l  and l o c a l  l e g i s l a t i o n  p l a c e  i n  
s e r i o u s  l e g a l  d o u b t  any s t a t u t o r y  r e q u i r e m e n t  t o  s e e k  
p r o j e c t - s p e c i f i c  a p p r o v a l .  And p u b l i c  f i n a n c e  i s  t h e  w o r s t  
fo r um t o  i n t e r j e c t  s u ch  a s u b s t a n t i a l  l e g a l  u n c e r t a i n t y .  
A c c o r d i n g l y ,  t h e  p r e s e n t  b i l l  d o e s  n o t  p r o p o s e  p r o j e c t -  
s p e c i f i c  a p p r o v a l .  To do so ,  i n  ' /  v i ew ,  wou ld  im p e r ­
m i s s i b l y  i n t r u d e  upon t h e  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  o f  
f u t u r e  g o v e r n o r s .  A l t h o u g h  I b e l i e v e  i t  i n a p p r o p r i a t e  t o  
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  a s  a m a t t e r  o f  lav/ ,  I  
r e a f f i r m  my p e r s o n a l  commi tment  t o  s e e k  l e g i s l a t i v e  a p p r o v a l  
b e f o r e  t h e  e x e c u t i v e  b r a n c h  e n t e r s  i n t o  =*ny l e a s e - f i n a n c i n g  
a c r e e m e n t .

The l c r . c e r  o f  t h e s e  two b i l l s  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  t o  t h e  s t a t e ' s  s u p p o r t  c f  p u b l i c  s c h o o l  
c o n s t r u c t i o n .  Most  n o t a b l e  o f  t h e  s i g n i f i e s . n t  c h a n g e s  
p r o p o s e d  u n d e r  t h i s  h i l l  i s  a c ap  i s  p l a c e d  upon t h e  amoun t  
c i  m u n i c i p a l  d e b t  o b l i g a t i o n s  f o r  wh i ch  t h e  s t a t e  w i l l  
p 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 c -  d * b t  t o  
f i n a n c e  s c . . c o l  cons",  r u c t i o n  w i l l  pay t h e  i n t e r e s t  c o s t s ,  
w h i l e  t h e  s t a t e  w i l l  pay t h e  p r i n c i p a l  i n  e q u a l  p aymen t s  uc
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t o  an a g g r e g a t e  amount  o f  5 10 , 0 00 ,0 00  i n  any  y e a r  f o r  d e b t  
a p p r o v e d  by l o c a l  v o t e r s  a f t e r  March 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 ,  i n  a d d i t i o n  t o  i t s  m u n i c i p a l  
g r a n t  p r o g r am ,  t h r e e  fo rms o f  a i d  f o r  s c h o o l  c o n s t r u c t i o n .  
Under  AS 14 .1 1 . 0 1 0  a l l  s c h o o l  d i s t r i c t s  may a p p l y  t o  t h e  
D e p a r tm e n t  o f  E d u c a t i o n  f o r  an a p p r o p r i a t i o n  ' f o r  s c h o o l  
c o n s ' r u c t i o n  p r o j e c t s  f o r  wh i c h  t h e  d e p a r t m e n t  may r e q u e s t ,  
i n  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  f rom t h e  l e g i s l a t u r e .  
I f  a n  a p p r o p r i a t i o n  f o r  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  i s  
made ,  t h e  s c h o o l  d i s t r i c t  may, u n d e r  AS 1 4 . 1 1 . 0 2 0 ,  r e q u e s t  
t h e  a s s u m p t i o n  o f  t h e  s t a t e ' s  r e s p o n s i b i l i t y  t o  p l a n ,  
d e s i g n ,  a nd  c o n s t r u c t  t h e  p a r t i c u l a r  p r o j e c t .  The d e p a r t ­
men t  p r o v i d e s  f o r  t h e  a s s u m p t i o n  o f  t h e  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 em e n t  w i t h  t h e  s c h o o l  d i s t r 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  f o rms  o f  s t a t e  a i d  f o r  
p u b l i c  s c h o o l  c o n s t r u c t i o n  wh i ch  a r e  o n l y  a v a i l a b l e  t o  
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 a t e  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 ymen t s  i n  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  amendment s  made i n  c h .  78,  SLA 1985,  a r e  a t  l e a s t  80 
p e r c e n t .  The s t a t e  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  f o r  a t  
l e a s t  80 p e r c e n t  o f  i t s  c a s h  p a ymen t s  u s e d  f o r  s c h o o l  
c o n s t r u c t i o n .  To r e c e i v e  r e im b u r s em e n t  o f  e i t h e r  d e b t  
s e r v i c e  o r  c a s h  p a ym e n t ? , t h e  m u n i c i p a l i t y  mu s t  f i r s t  
q u a n t i f y  t h e  n e ed  f o r  t h e  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  t h e  p r o j e c t  and an e s t i m a t e  o f  i t s  c o s t .  The D e p a r tm e n t  
o f  E d u c a t i o n  r e v i ew s  t h e  p r o j e c t  and  i t s  j u s t i f i c a t i o n ,  a n d ,  
when a p p r o p r i a t e ,  g r a n t s  i t s  a p p r o v a l  o f  t h e  p r o j e c t  and i t s  
e s t i m a t e d  c o s t s .  The n e x t  s t e p  i s  a p p r o v a l  o f  t h e  m u n i c i ­
p a l i t y ' s  v o t e r s  t o  s e l l  t h e  b o n d s .  I f  t h e  . l o c a l  v o t e r s  
a p p r o v e  t h e  s a _ e  o f  t h e  b o n d s ,  t h e  s t a t e  w i l l  r e i m b u r s e  t h e  
c o s t s  o f  d e b t  s e r v i c e  by r e q u e s t i n g  money i n  e a c h  y e a r ' s  
b u d g e t .

The r e  a r e  s e v e r a l  w e a k n e s s e s  i n  t h e  s t a t e ' s  p r e s e n t  p r o g r am s  
c f  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 .
F i r s t ,  t h e r e  a r e  i n a d e q u a t e  o r o c e d u r e s  t o  e n s u r e  t h a t  t h e  
e s t i m a t e s  o f  p r o j e c t  c o s t s  a r e  r e a s o n a b l e .  B e f o r e  1992,  t h e  
a d m i n i s t r a t i o n  o f  t h e  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 og r am was 
s h a r e d  by t h e  D epa r tmen t  o f  E d u c a t i o n  and t h e  D ep a r tm e n t  o f  
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 .  C h a p t e r  92,  SLA 1982 
t r a n s f e r r e d  a l l  r e s p o n s i b i l i t y  f o r  t h e  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 og r am  t o  t h e  D ep a r tm en t  o f  E d u c a t i o n .  T h i s  same 
w e ak n e s s  e x i s t s  u n d e r  AS 1 4 . 1 1 . 1 0 0 .

The s e c o n d  m a j o r  f a i l i n g  i s  t h a t  t h e r e  i s  nc c e i l i n g  f o r  t h e  
am.cunt c f  money wh i ch  t h e  s t a t e  w i l l  be r e q u e s t e d  t o  r e im ­
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b u r s e  u n d e r  AS 1 4 . l l . 1 0 u .  I n  t h e  p r o p o s e d  FY 1937 s t a t e  
b u d g e t ,  a p p r o x i m a t e l y  5 106 ,000 , 000  i n  m u n i c i p a l  d e b t  s e r v i c e  
p a ymen t s  i s  r e q u e s t e d  t o  c o n t i n u e  e x i s t i n g  l e v e l  o f  d e b t .  '

D u r i n g  t h e  l a s t  s e s s i o n  o f  t h i s  l e g i s l a t u r e ,  t h e  p e r c e n t a g e  
o f  r e im b u r s em e n t  f o r  d e b t  s e r v i c e  c o s t s  was i n c r e a s e d  t o  80 
p e r c e n t , ,  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  t o  f a ­
c i l i t i e s  n e c e s s a r y  f c r  i n c r e a s e d  e n r o l l m e n t  o r  t o  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 em s .  The r e s u l t  o f  l a s t  s e s s i o n ' s  
amendment s  t o  AS 14 .1 1 . 100  h a s  b e e n  an i d e n t i f i c a t i o n  o f  
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  o f  t h e  p r o j e c t s  c l o s e l y  
f o l l o w e d  bv l o c a l  bond e l e c t i o n s .  The 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  have  a u t h o r i s e d  a p p r o x i m a t e l y  5 31 2 ,5 0 0 , 0 0 0  o f  new 
m u n i c i p a l  d e b t  f o r  wh i ch  l o c a l  c om m un i t i e s  w i l l  s e e k  r e im ­
b u r s e m e n t  f rom t h e  s t a t e  f r  d e b t  s e r v i c e  c o s t s .  I a n t i c i p ­
a t e ,  i f  a l l  o f  t h i s  nev/1- . - - ho r i z ed  d e b t  i s  i n c u r r e d  i n  t h e  
n e a r  t e r m ,  t h a t  t h e  imp.. on t h e  d e b t  r e t i r e m e n t  program, 
c o u l d  be  a: much a s  an a d d i t i o n a l  545 ,000 ,000 i n  r e q u e s t e d
r e i m b u r s e m e n t s  i n  FY 1987.  I  i n t e n d  t o  s u p p o r t  t h i s  
a d d i t i o n a l  f u n d i n g  a s  soon a s  t h e  amoun t  i s  d e t e rm i n e d  and 
n e c e s s a r y  d e b t  management  l e g i s l a t i o n  i s  p a s s e d .

I ,  o f  c o u r s e ,  r e c o g n i z e  t h a t  t h e r e  a r e  m u n i c i p a l i t i e s  i n  t h e  
s t a t e  wh i ch  hav 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  i n ­
c r e a s e s ,  a nd  wh i ch  t h e r e f o r e  n e ed  t h e  c o n s t r u c t i o n  o f  new 
s c h o o l s .  I b e l i e v e  t h a t  t h e s e  e x i s t i n g  n e e d s  s h o u l d  be  met  
at. t h e  c u r r e n t  l e v e l s  o f  s t a t e  s u p p o r t .  Howeve r ,  t h e  f u t u r e  
o f  s t a t e  r e v e n u e s  and t h e  n e ed  f o r  new s c h o o l s  a r e  u n c e r ­
t a i n .  C o n s e q u e n t l y ,  I  b e l i e v e  t h a t  d i f f e r e n t  a p p r o a c h e s  
n e ed  t o  be  a p p l i e d  t o  t h e  way t h e  s t a t e  c o n s i d e r s  a l l  s c h o o l  
c o n s t r u c t i o n  i n  t h e  s t a t e .

Wi 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  t o  t h e  s c h o o l  c o n ­
s t r u c t i o n ,  I  b e l i e v e  t h a t  t h e  s t a t e  and  i t s  m u n i c i p a l i t i e s  
c an  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  f o r  a d e ­
q u a t e  s t a t e  s u p p o r t  o f  s c 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 g e s  p r o c e d u r e s  f o r  r e v i e w i n g  and a p p r o v i n g  
s c h o o l  p r o j e c t s .

S e c t i o n  1 amend AS 1 4 . OS .151.  T h e s e  amendment s  a r e  d e ­
s i r a b l e  t c  c l a r i  :y t h e  manne r  i n  wh i ch  t h e  s t a t e  c o nv e y s  
t i t l e  f o r  s c h o o l  s i t e s  t o  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 z i o n  2 amenas a s  i 4 . i i . O iU  lb) cy r e q u i r i n g  t h e  D ep a r tm en t  
o f  E d u c a t i o n  t o  r e q u e s t  c o s t  e s t i m a t e s  f rom t h e  D ep a r tm e n t  
o f  T r a n s p o r t a t i o n  a r d  P u b l i c  F a c i l i t i e s  and. t o  b a s e  i t s
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p r o ^ e c t  a p p r o v a l  upon t h r  t  c o s t  e s t i m a t e .  T h i s  same r e ­
q u i r e m e n t  i s  f ound  i n  s e c .  11 i n  amendme i t s  t o  AS 1 4 . 1 1 . 1 0 2 ,  
wh i ch  r e l a t e s  t o  p r o j e c t  a p p r o v a l  f o r  t h e  d e b t  r e t i r e m e n t  
p r o g r am .  S e c t i o n  14 c o n t a i n s  new a u t h o r i t y  f o r  DOT/PF t o  
e s t i m a t e  c o n s t r u c t i o n  c o s t s  f o r  a l 1 s c h o o l  p r o j e c t s  f i n a n c e d  
by a p p r o p r i a t i o n s  and d e b t  r e t i r e m e n t .  I n c l u d e d  w i t h i n  t h a t  
a u t h o r i t y  i s  t h e  r e s p o n s i b i l i t y  t o  e s t a b l i s h  d e s i g n  s t a n d ­
a r d s  .

S e c t i o n  3 of: t h e  b i l l  amends AS 1 4 . 1 1 . 0 1 0 ( c )  by a d d i n g  new 
c r i t e r i a ,  r e l a t i n g  t o  p o p u l a t i o n  t r e n d s  and  t h e  c o n d i t i o n  o f  
f a c i l i t i e s ,  wh i ch  t h e  D epa r tmen t  o f  E d u c a t i o n  w i l l  c o n s i d e r  
when a p p r o v i n g  p r o j e c t s  f o r  a p p r o p r i a t i o n .  The s e  amendment s  
a r e  a l s o  a p p l i c a b l e  t o  t h e  d e b t  r e t i r e m e n t  p r og r am  u n d e r  
l a n g u a g e  f ound  i n  s e c .  11.

S e c t i o n  4 p r o p o s e s  new l a n g u a g e  t h a t  w i l l  r e q u i r e  s c h o o l  
d i s t r i c t s  r e q u e s t i n g  s t a t e  a i d  t o  i n v e n t o r y  and  i n s p e c t  t h e  
schoo l s :  i n  t h e i r  d i s t r i c t s  and t o  r e v i s e  t h a t  i n v e n t o r y  on a 
y e a r l y  b a s i s .  The p r o v i s i o n s  o f  t h i s  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  t o  
m a i n t e n a n c e  and o p e r a t i o n  c o s t s .  Th i s  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  s c h o o l  f a c i l i t i e s  w i l l  e n a b l e  t h e  s t a t e  t o  b e t t e r  
a n a l y z e  new p r o j e c t s  t h a t  t h e  s t a t e  w i l l  be  a s k e d  t o  f i n a n c e  
by a p p r o p r i a t i o n  o r  by d e b t  r e im b u r s em e n t .

S e c t i o n s  3 and 6 l i m i t  t h e  s t a t e ' s  r e im b u r s em e n t  o f  s c h o o l  
d e b t  t o  p r i n c i p a l  o n l y  f o r  a p p r o v e d  p r o j e c t s  f i n 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 l o c a l  v o t e r s  a f t e r  March 30,  
1996. I f  t h e  d e b t  was a u t h o r i z e d  by l o c a l  v o t e r s  b e f o r e  
A p r i l  1,  1996,  t h e  s t a t e ' s  r e im b u r s em e n t  c o n t i n u e s  a s
b e f o r e .  The s t a t e ' s  r e im b u r s em en t  o f  c a s h  p a ymen t s  by 
m u n i c i p a l i t i e s  e n d s  f o r  p a ymen t s  made a f t e r  J u n e  30,  19S6.
S e c t i o n  7 amends AS 1 4 . 1 1 . 1 0 0 ( b )  by o f f s e t t i n g  t h e  amoun t  
t h a t  t h e  m u n i c i p a l i t y  r e c e i v e s  f o r  d e b t  r e im b u r s e m e n t  by t h e  
amount  o f  i n t e r e s t  e a r n e d  on t h e  p r o c e e d s  o f  bond s  s o l d  f o r  
a p a r t i c u l a r  p r o j e c t .  T h i s  amendment p a r a l l e l s  e x i s t i n g  law 
f ound  i n  AS 14 .1 1 . 1 00  (k) , wh i ch  i s  r e p e a l e d  i n  s e c ,  16.

S e c t i o n s  3 ,  9,  and 10 c o n t a i n  a number  o f  amendment s  t o
AS 1 4 . 1 1 . 1 0 0 ( h ) ,  ( i ) ,  and ( j ) ,  r e s p e c t i v e l y ,  wh i ch  a r e
n e c e s s a r y  t o  r e f l e c t  t h e  new c l a s s  o f  r e im b u r s em e n t  u n d e r  
t h e  l a n g u a g e  p r o p o s e d  i n  AS I A . 1 1 . 1 0 0 ( a ) (6) i n  s e c .  6 o f  t h e  
b i l l .  S e c t i o n  10 h a s  a f i s c a l  im p a c t .  I t  amends 
AS 14 . 1 1 . 1 0 0 ( j ) (2) t o  a l l o w  r e f u n d i n g  o f  bond s  o n l y  i n  t h o s e  
s i t u a t i o n s  whe r e  t h e r e  i s  a t  l e a s t  a f i v e  p e r c e n t  s a v i n g  i n  
d e b t  s e r v i c e  c o s t s .  I t  a l s o  amends AS I*'-. 11.  100 ( j ) (3) hv 
r e c u r r i n g  t h a t  t h e  p r i n c i p a l  cn bonds  be r e im b u r s e d  i n  e q u a l
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a n n u a l  p a ym en t s  o v e r  a p e r i o d  o f  10 y e a r s  o r  a t e rm  s e t  bv 
t h e  s t a t e  bond c omm i t t e e .

Under s e c .  12, t h e  Dep a r tmen t  o f  E d u c a t i o n  w i l l  c o n t i n u e  t o  
a l l o c a t e  money t o  r e im b u r s e  m u n i c i p a l  d e b t .  However ,  a cap  
on r e im b u r s e m e n t  i s  p l a c e d  upon d e b t  a u t h o r i z e d  by l o c a l  
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  may o n l y  a l l o ­
c a t e  money f o r  t h e  r e im b u r s em e n t  o f  p r i n c i p a l  p a i d  on new 
d e b t  i f  t h e  new p a ymen t s ,  when combined w i t h  a l l  o t h e r  r e im ­
b u r s em e n t s  u n d e r  t h i s  c l a s s  o f  d e b t ,  do  
$1 0 , 000 , 000  o r  an amount  s e t  by t h e  s t a t e  
Th i s  mec han i sm  w i l l  h ave  two r e s u l t s .  I t  
s t a t e - s u p p o r t e d  d e b t ,  b u t ,  w i t h  d i s c i p l i n e ,  
m u n i c i p a l i t i e s  t o  c o n s t r u c t  n e ed ed  s c h o o l
d i t i c n  t o  t h o s e  t h a t  a r e  f i n a n c e d  
l o c a l  v o t e r s  b e f o r e  A p r i l  1, 1986.

n o t  e xc e e d  * t h e  
bond c omm i t t e e ,  
p u t s  a c ap  on 
i t  w i l l  e n a b l e  

p r o j e c t s  i n  a d -
by b o n d s  a u t h o r i z e d  by

S e c t i o n  13 ; . ends AS 1 4 .1 1 . 1 3 5 ( 3 )  by c h a n c i n g '  t h e  d e f i n i t i o n  
o f  s c h o o l  - r . s t r u c t i o n  c o s t s .  I t  e x c l u d e s  a l l  f i n a n c i n g  
c o s t s  f o r  o e b t  a u t h o r i z e d  bv l o c a l  v o t e r s  a f t e r  March 31,  
1986.

S e c t i o n  14 ad d s  t h r e e  new s e c t i o n s  t o  AS 3 5 . 1 5 .  Under  t h e  
p r o p o s e d  l a n g u a g e ,  t h e  D ep a r tm en t  o f  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  t h e  c o s t s  o f  a l l  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 s  u n d e r  common d e s i g n  s t a n d a r d s  t h a t  i t  
w i l l  d e v e l c o .

S e c t i o n  15 amends AS 37 .15 
t h e  a b i l i t y  t o  manage

t o  c i v e  t h e  s t a t e  bond
acccmpl  
e s t a b l i  
r e imbu r  
AS 14.1 
s t a t e  1s 
c o n s t r u  
g a t i o r . s  
a d v e r s e  
y e a r  t 
AS 1 4 . i 
c o r d ed  
s t a t e  1s

c omm i t t e e
t o  manage s t a t e - s u p p o r t e d  s c h o o l  d e b t ,  wh i ch  i s  

i s h e d  u n d e r  two d i f f e r e n t  me cha n i sm s .  F i r s t ,  i t  may 
sh  a h i g h e r  o r  l ow e r  c e i l i n g  f o r  a l l o c a t i o n s  f o r  
s em e n t  o f  new a u t h o r i z a t i o n s  o f  s c h o o l  d e b t  u n d e r  
1 . 1 0 0 ( a ) ( 6 )  ( f ound  i n  s e c .  6 ) ,  d e p e n d i n g  on t h e  
c r e d i t  s t a n d i n g  a s  w e l l  a s  on t h e  n e e d s  f o r  s c h o o l  

c t i o n . Se cond ,  i t  may c o n t r o l  t h e  t e rm  o f  t h e  o b l i -
t o  e n s u r e  t h a t  t h e i r  m a t u r i t y  s t r u c t u r e  doe s  n o t  

l y  a f f e c t  t h e  s t a t e ' s  c r e d i t  s t a n d i n g .  Whi l e  a 10- 
e r n  i s  a l l o w e d  by t h e  p r o p o s e d  p r o v i s i o n s  o f
1 . 1 0 0 (3 ) (2) ( f ound i n  s e c .  10 ) ,  t h e  c omm i t t e e  i s  a c -  
t h e  a b i l i t y  t o  s e t  a d i f f e r e n t  t e rm  v;hen i t  i s  i n  t h e  
b e s t  i n t e r e s t .

I t  i s  o u r  i n t e n t  w i t h  t h e  l a n g u a g e  i n  s e c .  17 t c  d e v e l c o  a 
long r a n g e  p l a n  f o r  t h e  s t a t e ' s  s c h o o l  c o n s t r u c t i o n  t h r c u c h  
tr .e er.a o f  t h e  c e n t u r y .  The r . e c s s s a r ” c ompo n e n t s  o f  t h i s  

wou ld  i n d u c e  n r o i 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 eolar .
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  
m e t r - s ,  a n d  f i n a n c i n g  t e c h n i q u e s .

c o s t s ,  d e s i g n  oa . - a -  
I t  i s  o u r  hope  t h a t ,
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a f t e r  t h e  c o m p l e t i o n  o f  t h e  p l a n ,  a r a t i o n a l  mechan i sm can  
be p u t  i n  p l a c e  t o  p r o v i d e  f o r  t h e  s t a t e ' s  p u b l i c  s c h o o l  
c o n s t r u c t i o n  n e e d s  wh i ch  i s  w i t h i n  t h e  s t a t e ' s  a b i l i t y  t o  
pay .

I I I .

Con t i n u e d  e conom ic  p r o s p e r i t y  f o r  a l l  s e c t o r s  o f  t h e  A l a s k a  
economy i s  i n  p a r t  i n e x t r i c a b l y  t i e d  t o  more  r i g o r o u s  s t a t e  
d e b t  managemen t .  The s e  two b i l l s ,  a s  w e l l  a s  l e g i s l a t i o n  
r e l a t i n g  t o  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  d e b t ,  
p romo t e  more  r e s p o n s i b l e  s t a t e  d e b t  managemen t .  A l a s k a ' s  
c r e d i t  s t a n d i n g  i s ,  o f  c o u r s e ,  i n  p a r t  d e p e n d e n t  on f a c t o r s  
b eyond o u r  c o n t r o l .  T h a t  t h e  s t a t e  c a n n o t  c o n t r o l  a l l  
r e l e v a n t  f a c t o r s  i s  no e x c u s e ,  however , ,  f o r  t h e  i n a d e q u a t e  
managemen t  o f  t h o s e  f a c t o r s  w i t h i n  o u r  c o n t r o l .  I b e l i e v e  
t h a t  i t  i s  c r i t i c a l  t h a t  t h e  s t a t e  become more s e n s i t i v e  t o  
t h e  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  o f  e a c h  i s o l a t e d  f u n d i n g  
d e c i s i o n .  The s e  two b i l l s  p r o v i d e  f o r  r e s p o n s i b l e  y e t  
f l e x i b l e  s t a t e  d e b t  managemen t ,  and I  u r g e  y o u r  p r omp t  
c o n s i d e r a t i o n  and  a p p r o v a l  o f  t h e s e  m e a s u r e s .

S i n c e r e l y ,

B i l l  S h e ^ f i e ^ ^ ^
Gov e rn o r
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S t a t e  o f  A l a s k a
c r r i c c  3 F  T * C  D O v S S n O O  

J  U  K  E A C

March 15, 1985

The Hon o r a b l e  Ben G r u s s e n d o r f  
S p e ak e r  o f  t h e  House 
A l a sk a  S t a t e  L e g i s l a t u r e  
Pouch V
Ju n e a u ,  AK 99811

Dear  R e p r e s e n t a t i v e  G r u s s e n d o r f :

Under t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  18,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I am t r a n s m i t t i n g  a b i l l  t o  e s t a b l i s h  a Mu­
n i c i p a l  F i n a n c i a l  Emergency Commiss ion t h a t  w i l l  p r o x ' i d e  
a s s i s t a n c e  t o  m u n i c i p a l i t i e s  t h a t  a r e  i n  d e f a u l t  on bonded  
i n d e b t e d n e s s .

Recen t  c o n t r o v e r s y  s u r r o u n d i n g  t h e  f i n a n c i a l  p r a c t i c e s  o f  
t h e  N o r t h  S l o pe  Bor cugn ha s  l e d  t o  a g r e a t e r  s e n s i t i v i t y  t o  
t h e  c o n s e q u e n c e s  o f  l o c a l  f i n a n c i a l  d i s o r d e r .  Whi l e  t h e r e  
i s  a b s o l u t e l y  no i n d i c a t i o n  t h a t  t h e  p r e s e n t  p r o b l em s  o f  t h e  
Nor th  S l o p e  Borough w i l l  h ave  any e f f e c t  on t h e  b o r o u g h ' s  
a b i l i t y  t o  s a t i s f y  a l l  d e b t  s e r v i c e  o b l i g a t i o n s ,  t h e  c o n t r o ­
v e r s y  h a s  l e d  t o  c o n c e r n  t h a t  c u r r e n t  l aw  d o e s  n o t  p r o v i d e  a 
r o l e  f o r  t h e  s t a t e  i n  t h e  e v e n t  o f  a m u n i c i p a l  d e f a u l t .  I t  
b e a r s  n o t i n g  t h a t  a m u n i c i p a l  d e f a u l t  w i l l  i n e v i t a b l y  a f f e c t  
t h e  s t a t e  and  o t h e r  m u n i c i p a l i t i e s  a s  w e l l .  Wh i l e  e a c h  
m u n i c i p a l i t y ' s  g e n e r a l  o b l i g a t i o n  d e b t  i s  o f  c o u r s e  a d i r e c t  
f i n a n c i a l  b u r d e n  o f  o n l y  t h e  i s s u i n g  m u n i c i p a l i t y ,  t h e  
p r a c t i c a l  f a c t  i s  t h a t  a l l  g o v e r nm e n t a l  e n t i t i e s  i n  t h e  
s t a t e  s h a r e ,  t o  one  d e g r e e  o r  a n o t h e r ,  i n  t h e  c o n s e q u e n c e s  
o f  a m u n i c i p a l  d e f a u l t .  Whi l e  I r e i t e r a t e  t h a t  t h e r e  i s  no 
p r e s e n t  p r o s p e c t  o f  m u n i c i p a l  d e f a u l t ,  i t  i s  i m p e r a t i v e  t c  
e s t a b l i s h  a p r o c e d u r e  t o  d e a l  w i t h  t h a t  e v e n t  b e f o r e  a 
f i n a n c i a l  c r i s i s  o c c u r s  — n o t  i n  r e s p o n s e  t o  o n e .

The b i l l  p r o p o s e s  t h e  e s t a b l i s h m e n t  o f  t h e  M u n i c i p a l  F i ­
n a n c i a l  Emergency Commiss ion  wh i ch  c o n s i s t s  o f  t h e  commis ­
s i o n e r s  o f  t h e  D e p a r tm e n t s  o f  Communi ty and  R e g i o n a l  A f ­
f a i r s ,  Revenue ,  and  A d m i n i s t r a t i o n .  Under  p r o p o s e d  
AS 2 9 . 5 8 . 4 2 0 ,  a m u n i c i p a l i t y  mus t  p r o v i d e  n o t i c e  o f  a 
d e f a u l t  t o  t h e  comm i s s i o n ,  o r  t h e  m u n i c i p a l i t y  may r e q u e s t  
t h e  a s s i s t a n c e  o f  t h e  commi s s i on  in  a n t i c i p a t i o n  o f  f i n a n ­
c i a l  d i s t r e s s .  Once t h e  commi ss i on  r e c e i v e s  n o t i c e  o f  a 
m u n i c i p a l i t y  i n  f i n a n c i a l  d i s a r r a y ,  t h e  c omm i s s i o n  mus t



p r om p t l y  convene  and  a s s e s s  t h e  m u n i c i p a l i t y ' s  f i n a n c i a l  a f ­
f a i r s .

Under  p r o p o s e d  AS 2 9 . 5 8 . 4 1 0 ,  t h e  c omm i s s i o n  e n j o y s  e x t r a ­
o r d i n a r i l y  b r o a d  p owe r s  t o  a s s u r e ,  t o  t h e  e x t e n t  p o s s i b l e ,  
t h e  r e s o l u t i o n  o f  t h e  f i n a n c i a l  c r i s i s .  The f u n d am e n t a l  
o b j e c t i v e  o f  t h e  comm i s s i o n  i s  t o  a d o p t  a  p l a n  t h a t  s a t ­
i s f i e s  d e b t  s e r v i c e  o b l i g a t i o n s  i n  a manne r  a c c e p t a b l e  t o  
m u n i c i p a l  c r e d i t o r s .  The commi s s i on  e n j o y s  t h e  power  t o  
i s s u e  s u b p o e n a s  and  o r d e r s  a s  a r e  n e c e s s a r y  t o  u n d e r t a k e  
t h i s  t a s k .

I c e r t a i n l y  a n t i c i p a t e  t h a t  a m u n i c i p a l i t y  w i l l  a c t  t o  
imp l emen t  t h e  p l a n  a d o p t e d  by t h e  c om m i s s i o n .  However ,  t h e  
b i l l  p r o v i d e s  t h a t ,  i n  t h e  u n l i k e l y  e v e n t  t h a t  a m u n i c i p a ­
l i t y  f a i l s  t c  imp l emen t  t h e  p l a n ,  -or i f  t h e  comm i s s i o n  
d e t e r m i n e s  t h a t  t h e  m u n i c i p a l i t y  r e m a i n s  i n  f i n a n c i a l  
d i s a r r a y ,  t h e  commis s ion  may assume f u l l  c o n t r o l  o f  . t h e  
d e f a u l t i n g  m u n i c i p a l i t y ' s  f i n a n c i a l  a f f a i r s .  T h i s  e x t r a ­
o r d i n a r y  i n t r u s i o n  upon l o c a l  g o v e r n m e n t a l  p r e r o g a t i v e s  c an  
o n l y  be  e x e r c i s e d  i n  n a r r o w l y  p r e s c r i b e d  i n s t a n c e s  a n d ,  a s  
do a l l  o f  t h e  c o m m i s s i o n ' s  p ow e r s ,  t h e  a u t h o r i t y  o f  t h e  
commi s s i on  e x p i r e s  upon t h e  s u c c e s s f u l  s a t i s f a c t i o n  o f  t h e  
d e f a u l t .  Wh i l e  c e r t a i n  o f  t h e s e  b r o a d  powe r s  may a p p r o a c h  
t h e  l e g a l  l i m i t  o f  t h e  s t a t e ' s  a u t h o r i t y  t o  i m p a i r  l o c a l  
go v e r nmen t  p ow e r s ,  I  b e l i e v e  t h a t  t h e  o v e rwhe lm in g  p u b l i c  
c o n c e r n  f o r  t h e  f i n a n c i a l  s t a b i l i t y  o f  a l l  A l a s k a n  communi ­
t i e s  o f f e r s  a c o m p e l l i n g  j u s t i f i c a t i o n  f o r  t h i s  * p o s s i b l e  
i n t r u s i o n .

I  a g a i n  emph a s i z e  t h a t  t h i s  b i l l  d o e s  n o t  f o r e t e l l  any 
m u n i c i p a l  d e f a u l t .  I n  t h e  a r e a  o f  m u n i c i p a l  f i n a n c e ,  how­
e v e r ,  i t  i s  n o t  s u f f i c i e n t  t o  a c t  o n l y  i n  r e s p o n s e  t o  
e v e n t s .  I n s t e a d ,  i t  i s  f a r  p r e f e r a b l e  t o  e s t a b l i s h  a 
mechan i sm b e f o r e  any  d e f a u l t ,  so t h a t  i f  a m u n i c i p a l i t y  d o e s  
d e f a u l t  on a d e b t  s e r v i c e  o b l i g a t i o n ,  t h e  r e p e r c u s s i o n s  t o  
t h e  s t a t e  and  t o  o t h e r  m u n i c i p a l i t i e s  a r e  l i m i t e d  t o  t h e  
e x t e n t  p o s s i b l e .  Wi th  due r e s p e c t  f o r  t h e  p r e r o g a t i v e s  o f  
l o c a l  g o v e r nm e n t s ,  I  b e l i e v e  t h a t  t h i s  b i l l  p r o v i d e s  a 
n e ed ed  mechan i sm f o r  s t a t e  i n v o l v e m e n t .  I  u r g e  y o u r  p r omp t  
c o n s i d e r a t i o n  and p a s s a g e  o f  t h i s  b i l l .

S i n c e r e l y

o i i i  s n e i n e i a  
Gov e r no r
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S t a t e  o f  A l a s k a
O F F I C E  O F  T H E  G 3  V E U N O f l  

• I  V X  E  A  U

J a n u a r y  27,  1986

The Hon o r a b l e  Ben G r u s s e n d o r f  
S p e a k e r  o f  t h e  House 
A l a sk a  S t a t e  L e g i s l a t u r e  
P .O.  Box V 
J u n e a u ,  AK 99811
Dear  R e p r e s e n t a t i v e  G r u s s e n d o r f :

Under  t h e  a u t h o r i t y  o f  a r t t I I I ,  s e c .  18 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I am t r a n s m i t t i n g  a b i l l  t h a t  w i l l  e s t a b l i s h  a 
r e a s o n a b l e  l i m i t  on t h e  a u t h o r i t y  o f  a m u n i c i p a l i t y  o r  
b o r ou gh  t o  i s s u e  g e n e r a l  o b l i g a t i o n  bond d e b t .
At  p r e s e n t ,  t h e r e  i s  no l i m i t  a s  t o  t h e  amoun t  o f  g e n e r a l  
o b l i g a t i o n  d e b t  t h a t  m u n i c i p a l i t i e s  may i n c u r .  A n d , . w h i l e  
t a x i n g  l i m i t s  a r e  g e n e r a l l y  p r e s c r i b e d  by s t a t u t e ,  c u r r e n t  
l aw s p e c i f i c a l l y  ex emp t s  f rom uhe t a x i n g  l i m i t a t i o n  any  a s ­
s e s sm e n t s  n e c e s s a r y  t o  s a t i s f y  d e b t  s e r v i c e  o b l i g a t i o n s .  
The p o t e n t i a l  f o r  e x c e s s i v e  m u n i c i p a l  d e b t  b u r d e n s  —  a 
b u r d e n  t h a t  b o t h  d i r e c t l y  and i n d i r e c t l y  a f f e c t s  t h e  s t a t e  
and o t h e r  m u n i c i p a l i t i e s  —  i s  one wh i ch  s im p l y  mu s t  be 
c o n t r o l l e d .
I  b e l i e v e  t h a t  r e a s o n a b l e  g e n e r a l  o b l i g a t i o n  bond d e b t  
l i m i t a t i o n s  a r e  e s s e n t i a l  t o  p r e s e r v e  t h e  f i n a n c i a l  s t a ­
b i l i t y  o f  A l a s k a  m u n i c i p a l i t i e s .  We a r e  a l l  awa r e  t h a t  t h e  
l e v e l  o f  p e r  c a p i t a  m u n i c i p a l  d e b t  i n  A l a s k a  f a r  e x c e e d s  t h e  
n a t i o n a l  a v e r a g e .  To be  s u r e ,  t h e  l a t h  o f  b a s i c  p u b l i c  
s e r v i c e s  i n  many a r e a s  o f  t h e  s t a t e  c o n t r i b u t e s  t o  t h e  c u r ­
r e n t  l e v e l  o f  d e b t .  Whi l e  I  am c e r t a i n l y  s e n s i t i v e  t o  t h e  
e x t r em e ,  and  a t  t im e s  c o s t l y ,  n e e d s  o f  r u r a l  c om m un i t i e s ,  I 
am e q u a l l y  c o n c e r n e d  t h a t  e x c e s s i v e  m u n i c i p a l  d e b t  w i l l  o n l y  
un d e rm in e  t h e  s u b s t a n t i a l  e conomi c  p r o g r e s s  e n j o y e d  by a l l  
A l a s k a  c omm un i t i e s  i n  t h e  l a s t  s e v e r a l  y e a r s .

The p r o b l em s  a s s o c i a t e d  w i t h  e x c e s s i v e  d e b t  r e q u i r e m e n t s  
w i l l  i n c r e a s e  i n  t h e  f u t u r e .  As s t a t e  r e v e n u e s  d e c l i n e ,



m u n i c i p a l i t i e s  w i l l  i n c r e a s i n g l y  be  r e s p o n s i b l e  f o r  t h e  c o s t  
o f  g o v e r n m e n t a l  s e r v i c e s ,  a nd  t h i s  i n e v i t a b l e  b u r d e n  w i l l  
o n l y  be  f u r t h e r  compounded i f  m u n i c i p a l i t i e s  a r e  s a d d l e d  
w i t h  e x c e s s i v e  d e b t  s e r v i c e  o b l i g a t i o n s .

The b i l l  p r o p o s e s  t h a t  a m u n i c i p a l i t y  may n o t  i n c u r  a d d i ­
t i o n a l  g e n e r a l  o b l i g a t i o n  d e b t  i f ,  upon i s s u a n c e ,  t h e  mu­
n i c i p a l i t y ' s  g e n e r a l  o b l i g a t i o n  d e b t  wou ld  e x c e e d  s e v e n  
p e r c e n t  o f  t h e  m a r k e t  v a l u e  o f  p r o p e r t y  wh i ch  i s  t a x a b l e  
u n d e r  s t a t e  l aw.  The Dep a r tm e n t  o f  Communi ty and R e g i o n a l  
A f f a i r s  i s  c u r r e n t l y  r e q u i r e d  by s t a t u t e  t o  a s c e r t a i n  a n n u ­
a l l y  t h e  p r o p e r t y  v a l u e  n e c e s s a r y  f o r  t h i s  l i m i t .  T h a t  o n l y  
t h r e e  c omm un i t i e s  — t h e  N o r t h  S l o p e  Bo rough ,  t h e  c i t i e s  o f  
Nenana and  W r a n g e l l  — e x c e e d  t h e  s e ve n  p e r c e n t  s t a n d a r d  i s  
i n d i c a t i v e  t h a t  t h e  l i m i t  i s  r e a s o n a b l e ,  and w i l l  n o t  u n ­
f a i r l y  l i m i t  t h e  p r e r o g a t i v e s  o f  l o c a l  g o v e r nm e n t s .

I t  i s  e q u a l l y  i m p o r t a n t  t o  n c t e  wh a t  t h e  b i l l  d e e s  n o t  do .  
The b i l l  d o e s  n o t  l i m i t  i n  a ny  manne r  a  m u n i c i p a l i t y ' s  
a u t h o r i t y  t o  l e v y  t a x e s  i n  o r d e r  t o  s a t i s f y  d e b t  s e r v i c e  
o b l i g a t i o n s .  The b i l l  d o e s  n o t  l i m i t  a m u n i c i p a l i t y ' s  
a u t h o r i t y  t o  i s s u e  r e v e n u e  o r  r e f u n d i n g  bonds , .  And f i n a l l y ,  
t h e  b i l l  d o e s  n o t  p e n a l i z e  t n o s e  m u n i c i p a l i t i e s  t h a t  h ave  
i s s u e d  d e b t  i n  e x c e s s  o f  t h e  s e v e n  p e r c e n t  s t a n d a r d .

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

S i n c e r e l y ,

B i l l  S h e f f i e l d  
Gov e r n o r
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Cape May County, New Jersey

S 19 million general tmprovemenl bonds due 1987-1996 
Comoetitive. March 5 
Rated « -

Rationale: 5&P affirms C a c e  May Coun ty .  N J  s  ' A - '  ra t ing  
c n  o u t s t a n d i n g  g e n e r a l  CDhcation g e n e r a l  im p ro v em en t  p o n a s  
a n a  a s s i g n s  a n  A -  ra t ing to th e  c u r r en t  519  million ot te r ing 
The  ra t ing reNec ts  s t r o n g  financia l o e r t o rm a n c e  a n d  ra c id  o o n a  
re t i rem en t ,  c o u o i e d  wiin th e  lo u r i s t - o a s e d  e c o n o m y  a n a  oe iow -  
a v ^ a g e  w e a l t h  a n a  in c om e  leve is  B e c a u s e  o t  t n e  d e v e l o p ­
m e n t s  in t h e  c a s i n o  industry in n e a r b y  Atlan tic City, building p e r ­
mit activi ty is ve ry s t r o n g  T h e  c a s m o  industry  a t s o  b ene f i t s  from 
th e  c o un ty  s  c om m e rc i a l  t ishing indus t ry  o e c a u s e  o l  i n c r e a s e d  
tou r ism  a n d  y e a r - r o u n a  co p u l a t i o n s

Economy: C a o e  May  C oun ty  fo rm s th e  s o u t h e r nm o s t  tip ol 
N ew  J e r s e y  T h e  c o u n ty  is a  pen in su la ,  -154 s q u a r e  miles in lota l 
a r e a  a n d  h a s  h a d  s t e a d y  ooDula tion g row th  s i n c e  th e  1960s  
T h e  c o u n ty ’s  m a io r  indus t ry  is l o u n sm . with th e  s u m m e r  touris t  
■ndustry th e  s t r o n g e s t  e c o n o m ic  f a c to r  tor ov e r  5 0  y e a r s  P o p u ­
la t ion in th e  s u m m e r  m o n tn s  i n c r e a s e s  to  5 9 3 ,3 5 6  from 95 .7 24  
U n em p lo ym en t  r a t e s  a r e  s e a s o n a l  in n a tu r e ,  du r ing  tn e  s um m e r  
ol 1985. u n em o io vm en t  d r o o p e d  to a  low o t  6 -3 a n d  r e a c h e d  
15- 3 du r ing  tn e  winter R e c e n t  d e v e l o p m e n t s  in th e  c a s m o  in­
d u s t ry  in n e a r p y  Atlantic City n a v e  significantly im p a c t e d  th e  
c o un ty  s  e c o n o m y  Building p e rm i t  activ ity n a s  Deen  v e ry  s t r o n g  
o v e r  the  p a s t  l ew  y e a r s  with th e  c o n s t r u c t i o n  of n ew  ho t e l s  a n d  
m o te ls ,  t o w n h o u s e s .  a n d  c o n d om in ium s  T h e  c om m e r c i a l  fish­
ing indus t ry  c o n t i n u e s  t o  b e  in f lu enced  favo rab ly  by  Atlant ic City 
a s  th e  l a rg e r  touris t  a n d  p e rm a n e n t  p o p u l a t i o n s  c r e a t e  g r e a t e r  
s a a l o o d  c o n s um p t i o n

D e b t :  P r o c e e d s  t r om  this i s s u e  wit o e  u s e d  for v a r io u s  mun ic i ­
p a l  bu i ld ings r o a d  o r id g e .  a n d  s t o rm  s e w e r  c o n s t r u c t i o n  With 
tn-s ' s s u e  tn e  c o u n ty  win n a v e  o u t s t a n d i n g  n e t  aeDt o t  S 2 9  8 
million P e r  c a p i t a  d e o t  is h ign a t  S 1.007 ou t  low a s  a  o e r c en*  
of t rue  v a lu e  a t  3 9 %  B ond  re t i r em en t  is rao id .  re ti r ing 8 7%  o t  
tn e  d e o t  >n 10 y e a r s  T n e  S&P m oex .  m e a s u r e  ol p e r  c a p i t a  
d e b t  to  p e r  c a p e ?  e ffec t ive  buying i n com e .  >s m o d e r a t e  a t  
9  1% T he  c oun ty  s  c ap i ta l  im p ro v em en t  o r o g r a m  to r  t n e  nex t  
five y e a r s  a m o u n t s  to  a p p ro x im a te ly  S 16 2  million, witn 6 3 - :  e x ­
p e c t e d  to b e  l u n d e d  from b o n d  o r o c e e d s

Finances: Financia l  o o e r a h o n s  a r e  s o u n d  R e v e n u e s  a r e  d e ­
r ived primarily t rom  p r o p e r ty  t a x e s ,  which a c c o u n t  for a p p r o x i ­
m a te ly  70%  ol curi e n t  lund r e v e n u e s  T h e  l a r g e s t  e x o e n d i tu r e s  
i tem is h e a l th  a n d  w e l f a re ,  a c c o u n t i n g  lor 2 4%  ol o o e r a tm g  e x ­
p e n s e s  D eb t  s e r v i c e  e x o e n s e  will i n c r e a s e  with this  s a t e  to  a p ­
p rox im a te ly  10% of b u d g e t  U nau d i t e d  r e su l t s  lo r  y e a r  e n d e d  
D e c  31 . 1985 s h ow  a.i  e n d in g  fund b a l a n c e  n e t  o f  d e f e r r e d  
c h a r g e s  ol 5 6  t million, o r  14 %  of c u r r e n t  fund  r e v e n u e s ,  a 
sl ignt d e c r e a s e  I rcm  y e a r - e n d  1934 s  S6 4 million fund  b a l a n c e  
T ne  b u d g e t  ou t look  lo r  fiscal 1986 is e x p e c t e d  to  c o n t i n u e  o n  a  
l a v o r a b l e  o a s i s ,  with r e v e n u e s  p r o t e c t e d  to o e  in line with d u d -  
;e t  e x p e c t a t i o n s Dominick J. Truaho 

(2 1 2 )  2 0 3 -1 7 6 9

Alaska

Reviewed: rating affirmed

Rationale: S&P affirms A l a s k a ' s  ' A A - ‘ ra t ing o n  all o u t s t a n d ­
ing g e n e r a l  ob l ig a t ion  b o n d s .  With tn e  c o n t i n u e d  " s o l t e n m g "  of 
t h e  world oil m a rk e t ,  a  n ew  a p p r o a c h  to  r e v e n u e  f o r e c a s t in g  
k n ow n  a s  th e  " 3 0 th  p e r c e n t i l e "  h a s  b e e n  im p lem en te d  The  
30 th  pe r c e n t i l e  m e t h o d  m e a n s  tha t ,  in th e  e s t im a t io n  of th e  
s l a t e  nnanc ia l  l o r e c a s t e r s ,  t h e r e  is a  7 0%  c h a n c e  tha t  r e v e n u e s  
will ac tua l ly  b e  g r e a t e r  t h a n  th e  a m o u n t s  f o r e c a s t e d ,  a n d  on ly a 
3 0%  c h a n c e  tha t tn ey  will b e  l e s s .  C u r re n t  p r o i e c t i o n s  ref lect a n  
a v e r a g e  a n n u a l  d e c l in e  in p e t r o l e um  r e v e n u e s  o t  ap p ro x im a te ly  
10% lor 1 9 8 6 - 1 9 8 8  Ind ica t ions a r e  th a t  a t  c u r r en t  leve ls  the  
p r o i e c t e d  d e c l in e  wi'l n o t  a d v e r s e ly  a f f ec t  s t a t e  r e v e n u e s  in th e  
s h o r t  run H ow eve r ,  in th e  long  run, a n  a b s e n c e  of s u s t a i n e d  e x ­
p lo ra to ry  act ivi ty, sm a l le r  d i s c o v e r i e s ,  e n h a n c e d  r e c o v e ry ,  a n d  
p ro d u c t i o n  o l  h e a v y  oil, a t  l e a s t  a t  c u r r e n t  leve ls ,  c a n  a d v e r s e l y  
a f f ec t  s t a t e  r e v e n u e s .  Financial ly , th e  s t a t e  c o n t i n u e s  to  p e r ­
fo rm  in a  m a n n e r  c o m m e n s u r a t e  with its ra ting , a s  e v i d e n c e d  by  
a  g o o d  c a s h  a n d  fund b a l a n c e  pos i t ion , a n d  a  s t r o n g  p e rm a ­
n e n t  fund T h e  fishing a n d  t im be r  indus t r ie s ,  im po r tan t  co n t r i b u ­
t o r s  to th e  A l a s k a n  e c o n om y ,  a r e  still s o m e w n a t  d e p r e s s e d ,  bu t  
c o n t i n u e  to  s n o w  s i g n s  o t  g a in s .  Deb t  r em a in s  m a n a g e a b l e  a n d  
is dec l in ing  a s  m e  s t a t e  c o n t i n u e s  to  m e e t  s o m e  o l  its c ap i ta l  
n e e a s  t n ro ugn  p a y - a s - y o u - g o  financing Overall , th e  s t a t e ' s  
e c o n o m y  con t i r  u e d  to  s h ow  g row th  in popu la t io n ,  em p lo ym en t  
a n d  p e r s o n "  'n c om e ,  a n d  m a tu r a t i o n  in th e  t r a d e  a n d  s e r v i c e s  
s e c t o r s .

Economy: The  s t a l e ' s  e c o n o m ic  b a s e  is primarily ex t ra c t iv e ,  
witn m a io r  d e p e n d e n c e  u p o n  oil a n d  g a s  p ro i  uc tlon . a n d  to  ~ 
s o m e w n a t  i a s s e r  ex ten t ,  th e  s u p p o r t i v e  indus t  ' e s  o( fishing, t im­
be r .  m in e ra l s ,  a n d  tou r ism  A pp rox im a te ly  8 6%  of s t a t e  r e v e ­
n u e s  a r e  d e r iv e d  from  roya l t ie s  a n a  t a x e s  p a id  o n  s t a t e - o w n e d  
oil a n d  g a s  l e a s e s .  Ind ica t ion s  a r e  th a t  th e  p r o d u c t i o n  level of
r o x n m l  C'r\r\U  I n l o t  t i o l H c  |C H o n t m m n  o n r l  n r n H i  i n«mn  I r p m  f h n

P r u d h o e  B ay  held will su b s ta n h a l ly  d e c l in e  m the  1990s . A s of 
J a n  1. 1986. tne  A l a s k a  Oil a n d  G a s  C o n s e r v a t i o n  C om m is s io n  
e s t im a t e d  th e  s t a t e  s  rem a in ing  r e c o v e r a b l e  r e s e r v e s  t o  b e  
7 9 95  billion c a r r e l s  of oil a n d  34 ,2 3  trillion cu b ic  f e e t  of g a s  
A pp rox im a te ly  o n e - th i rd  ol P r u d h o e  B ay  s  e s t im a t e d  9 .6  billion 
b a r r e l s  h a d  b e e n  p r o d u c e d  Dy y e a r - e n d  1984 S o m e  e n c o u r ­
a g e m e n t  m ay  b e  g a i n e d  from the  f a c t  t h a t  t n e r e  h a v e  b e e n  v a r ­
i ed  s u c c e s s e s  in oil a n d  g a s  ex p lo ra t io n  in No r th  S lope ,  to ta l ing  
a n  e s t im a t e d  2 .5  billion Darre ls of r e c o v e r a b l e  oil. Th is n e w  e x ­
p lo ra t ion  b o l s t e r e d  a  re la tively  s l r o n g  em p lo ym en t  p ic tu re .  A rco  
A la sk a  a n d  S t a n d a r d  Oil C o  of Oh io . Iwo m a io r  p e t r o l e um  
o p e r a t o r s ,  a r e  cu tt ing their c o n s t r u c t i o n  o u o a e t s  Dy 4 3 %  a n d  
17%, r e sp e c t iv e ly  T h e  c o m o m e a  exp lo r a t i o n  s p e n d i n g  still r e p ­
r e s e n t s  a  l a r g e  sum  for 1986 at  t 25  billion S t a t e  r e v e n u e  
l o r e c a s t e r s  be l ieve  t h a t  in th e  sh o r t  ,un ,  tn e  c u r r e n t  d e c l i n e  in 
wo r ld  oil p r i c e s  will b e  o l f s e t  a t  th e  w e l lh e ad  bv th e  r e d u c t i o n  in 
th e  T r a n s  A la sk a  P ipe line  S y s tem  ta rn l s .  by  a p p r o x im a te ly  
S 1 20 p e r  b a r r e l  A pa r t ia l  se t t l em e n t  w a s  r e a c n e d  in a  long  o u t ­
s t a n d in g  tariff lit igation b e tw e e n  th e  s t a t e  a n d  p ipe l in e  ow n e r s .  
T h e  s t a t e  wil  r e c e iv e  a  to ta l  of S2S5  million, inc lud ing r e f u n d s  
Irom 1 9 8 2 -1 9 8 5 ,  a s  a  re su i t  o t  this  se t t l em en t .  H ow ev e r ,  th e  
s e t t l em e n t  will h a \ e  a n  a d v e r s e  e f fec t  o n  loca i  .mmuni t ie s  w n o  
o e o e - i d  o n  th e  p ipe l ine  tor a  po r t ion  ol thei r o r o p e r t y  t a x e s .  
No r ln  S l o p e  B o ro u g h  will l o s e  a p p ro x im a te ly  S2 .0  million a n n u a l ­
ly. while V a ld e z  a n d  F a i r b a n k s  North  S ta r  will lo s e  a p p r o x im a t e ly  
S1 .8  million a n d  S5 0 0 .0 0 0  annual ly , r e so e c t iv e ly  In fiscal 1986, 
t h e  s t a t e  will r e c e iv e  a n  a d d e d  S2.37 million from th is  s e t t l em en t .

T h e  fish ing a n d  t im be r  in d u s tn e s  c o n t i n u e  to b e  im po r t an t  
c o n t r i b u to r s  to  th e  s t a t e ' s  e c o n o m y  To ta l  r e v e n u e s  to f i she r ­
m e n  ‘r om  fish c a t c h  so ld  in A la sk a  for fiscal 1935  w a s  $ 7 0 0  mil­
lion, c o m p a r e d  to  S 6 0 2 .3  mill 'on in 1984 S ince  1977 , s a lm o n  
c a t c n e s  h a v e  b e e n  improv ing ,  h ow ev e r ,  tn e  snell fish industry ,

.r*r»fi iH q o  " r g h  nr+r* rh f jrp * *  »ho 'v '- jm r  r o trp p i 10
(continued cn next cage)
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u to r s .  r em a in s  s o m e w n a t  d e p r e s s e d  How eve r ,  it is a n t i c ip a te d  
tha t  h a r v e s t s  will co n t i n u e  to im c ro v e .  a n d  th e  tu tu re  ol tn e  in­
du s t ry  e n h a n c e d  Dv th e  oriority g iven  to  U S f ishe r ie s o v e r  fo r ­
e ign  Meets t o  h a r v e s t  within th e  200-m :le  f i sn e n e s  c o n s e r v a t i o n  
c o n e  A la sk a  f o r e s t s  a r e  e x p e c t e d  to r em a in  a  m a io r  s o u r c e  ot 
fimoer. d e s p i t e  r e s t r ic t io n s  im p o s e d  by  th e  A la sk a  Na t iona l  in­
t e r e s t  L a n d s  C o n s e r v a t i o n  Act of 1979 As p a r t  o l th e  s e t t l e ­
m en t  a c t  p a s s e d  by C o n g r e s s ,  tn e  indus t ry  h a s  b e e n  g u a r a n ­
t e e d  4 5 0  million c o a r o  f e e t  p e r  y e a r ,  a Quantity c a o a o i e  ot s u s ­
taining t rad i t iona l  h a r v e s t  leve ls The  indus t ry  h a s  o e e n  dec l in ing  
s in c e  1980. a s  e x p o r t  o( fo re s t  p r o d u c t s  n a v e  d e c l in e d  a t  a n  
a v e r a g e  a n n u a l  r a t e  o t  1 0 ' ;  d u e  to  c om pe t i t io n  a n d  a  s t r o n g  
U S dolla r . In 1984, f o r e s t  p r o d u c t  e x p o r t s  to ta le d  S 2 19 million, 
o r  2 1 ° :  o l  all A l a s k a  e x p o r t s .

A n t i c ip a t e d  d e p l e t i o n  o t  oil r e s e r v e s  m th e  tu tu re  re su l t e d  in 
a t t e n t i o n  to  m in e r a l s  a n a  m ine ra l  d e p o s i t s  S h i pm en t s  o t  c o a l  to 
K o re a  t rom  t h e  Usibeili Mine, wh ich  o e g a n  m 1984 a n d  n ow  t o ­
t a l s  5 6 0 .0 0 0  t o n s  yearly , m ay  b e  i n c r e a s e d  to  8 0 0  0 0 0  t o n s  m 
1936. D e v e lo pm en t  o l  a  w o r l d - c la s s  m ctyOdenum  m ine  by U S. 
Bo rax  & C h em ic a l  C o  is con t inu ing  with e x p e c t a t i o n s  o t  9 0 0  
n e w  |o b s  o n  c om p l e t i o n  A lso  u n d e r  d e v e l o pm e n t  a r e  th e  R e d  
D og  a n d  G r e e n s  C r e e k  z inc  a n d  l e a d  m m e s  The  R e d  D og  d e ­
po s i t  is e s t im a t e d  a t  2 9 c5 o t  U S. d e p o s i t s  a n d  is tn e  s e c o n d  
l a r g e s t  z inc  d e p o s i t  in th e  wor ld  Tou r ism  c o n t i n u e s  to c o n t r i b ­
u t e  significantly to  th e  e c o n o m y  Its im p o r t a n c e  is und e r l in ed  by  
th e  s i z e  o l  t h e  m a rk e t i n g  b u d g e t  o i  S3.1 million in 1985, a n d  a 
p r o i e c t e d  S7 2  million in 1986 In 1984. 7 0 0 .0 0 0  v is i to rs s p e n t  a  
to ta l  ol 5 6 2 0  million A pp rox im a te ly  7 15 .0 0 0  visi ted in 1985

Fol lowing c om p l e t i o n  of T r a n s  A la sk a  Pipe line  S y s t em  c o n ­
s t ru c t io n  in m i d - 1977. p o p u l a t i o n  wh ich  to ta le d  4 1 1.0C0 in 
1978, d e c l i n e d  to  4 0 2 .0 0 0  in 1980. S ince  this  de c l in e ,  m a io r  
g am s  n a v e  b e e n  re a l iz e d ,  pa r t icu la r ly  in th e  ea r ly  1980s  re su l t ­
ing in a n  a p p r o x im a t e  to ta l  i n c r e a s e  ol 2 5 %  for 1 9 8 0 - 1 9 8 4  
C u r re n t  e s t im a t e d  1985 popu la t i o n  is 5 6 5 .5 0 0  F o r  1 98 0 -1 9 64 ,  
all s e c t o r s  o t  em p lo ym en t  c o n t i n u e d  to e x p e r i e n c e  g row th  with 
th e  e x c e p t i o n  o l  min ing a n d  m anu fa c tu r in g  wmch h a d  11°o a n d  
1% d e c l in e s ,  r e s p e c t i v e l y  G o v e r nm en t  em p lo ym en t ,  his torical ly 
hign in A la sk a ,  a c c o u n t s  tor 29"5  o l  to ta l  em p lo ym en t  lor 1 980 -  
1984 P e r  c a p i t a l  m o n e y  i n c om e  e x p e r i e n c e d  m o d e s t  ga in s ,  
with th e  1981 leve l a t  S 1 1 ,722. This r e p r e s e n t s  134 8 : a ol th e  
U.S. a v e r a g e :  a t  S  12 ,900 in 1983. >t w a s  m e  equ iv a len t  of 
135 8 5/a o t  t h e  U.S. a v e r a g e  To ta l  p e r s o n a l  in c om e  tor 1 9 8 0 -  
1984 i n c r e a s e d  Irom 5 5 .2 3 8  million to S 8 .7 39  million, o r  6 6  8-r )

F i n a n c e s :  T h e  s t a t e  c o n t i n u e s  to  p o r t r a y  a  s t r o n g  financial 
p o s t u r e  F i s c a l  19 85  u n r e s t r i c t e d  r e v e n u e s  for t h e  g e n e r a l  t u n a  
to ta le d  ap p ro x im a te ly  S3  2  billion, e x c lud ing  a m o u n t s  wh ich  g o  
directly to m e  p e rm a n e n t  fund De l ro i eum  r e v e n u e s  a c c o u n t e d  
lor a p p ro x im a te ly  85^ i  o t  t c ' a i  u n r e s t r i c t e d  r e v e n u e s ,  c c w n  
t rom  a  p e a k  of 9 0 ? j m 1980 P r o i e c t e d  u n r e s t r i c t e d  g e n e r a l  
l u m  r e v e n u e  tor fiscal 1985 is 33 t tuition, o t wn icn  52 i pillion, 
o r 8 6 :>:. will b e  from oetro ieum , r e v e n u e s  A s o l D e c  31 1985 
tn e  p e rm a n e n r  l und  b a l a n c e  w a s  37  0  billion T h e  lund is e x ­
p e c t e d  to  to ta l  58  5 pillion by  :99Q a n d  S 16 5  billion by  2 0 0 0  
T h e  am o u n t  o t  fund in c om e  ava i lab le  (or d i v id end s  in ' 9 6 5  w a s  
3 2 1 7  3 muiion. with 521 3 23  elig ible a p p l i c a n t s  rece iv ing  3 404  

An a m e n d m e n t  to limit s l a t e  ap p r o p r i a t i o n s  to  32  5 billion, 
a p p r o v e d  ov  v o l e r s  a t  th e  N o v em o e r  332  g e n e r a l  e l e c t i o n s  
will b e  c i a c e o  o n  th e  oa ilo t  tor r e c o n s id e r a t i o n  in th e  1986 g e n ­
e ra l  e le c t io n  Unde r  th e  a m e n d m e n t ,  s t a t e  a p p r o p r i a t i o n s  c a n ­
n o t  e x c e e d  52 .5  billion lor a n y  fiscal y e a r  by  m o r e  t n a n  th e  c u ­
mula tive  c n a n g e  c a s e d  o n  fe d e ra l  in d ic e s  m po p u la t i o n  a n d  
inflation a f te r  ju iy  1, 1981 if r e j e c t e d  4 will o e  r e o e a i e d  it 
a p p r o v e d ,  th e  a m e n d m e n t  wou ld  o e c o m e  p e rm a n e n t ,  a n d  a p ­
p ro p r i a t io n s  m ay  o e  s u o i e c t e d  to  im p o u n dm en t  p o w e r s  o t  tn e  
g o v e rn o r ,  w ho  m ay  w tn n o l d  or r e d u c e  a p p r o p r i a t i o n s  du r ing  a  
b u d g e t  year it r e v e n u e s  a r e  l e s s  m a n  a o p r o o r i a t i o n s  The  
am e n d m e n t  h a s  n o t  O een  op e r a t iv e ,  a n d  h a s  e x c e e d e d  an y  
r e v e n u e s  o r  a c c r u e d  s u r p l u s e s  ava i lab le  for a o o r o o n a t i o n

Debt: Historical ly, th e  i s s u a n c e  o t  s t a t e  d e b t  h a s  o e e n  signifi­
c a n t  d u e  to th e  s t a l e ' s  c om m i tm en t  to  oao i t a l  im p ro v em en t  p r o ­
g r a m s  T h e  s t a t e  is cu r ren t ly  s tu a ym g  th e  im o iem en ia t i o n  of a  
d e b t  m a n a g e m e n t  policy, wh ich  m a y  n a v e  o e e n  in f lu enced  by 
decl in ing mi r e v e n u e s  a n d  th e  n e e d  to  m e e t  unfilled •'‘'•astruc- 
tu re  r e a u i r em e n t s  wnile main ta in ing  a  c o n s e r v a t i v e  "“b t  p o s i ­
tion T h e  po l icy will in c lude  all d e o t  t h a t  r r  l ies o n  s t a t e  vm n ; r a l  
t u n a  a p p r o o n a t i o n s ,  in pa r t icu la r  ail n o n s e i l - s u p p o r t i n g  s t a t e  
d e b t ,  includ ing G  O  d e b t ,  l e a s e  r e v e n u e  d e b t ,  a n d  similar obli­
g a t i o n s  Daid bv  th e  s t a t e  T h e  s t a t e  s  l a s t  d e b t  i s s u a n c e  w a s  in 
fiscal 1983 Max imum an n u a ,  d e b t  s e rv i c e  on  all b o n d s  is 
S175  7 million, d u e  in 1986 A s  cu rren t ly  s t r u c tu r e d ,  d e b t  s e r ­
v ice  r e q u i r em e n t s  v/ill d e c r e a s e  subs tan t ia l ly  th ro ugn  2000

A n th o n y  H  A rthu r 
( 2 1 2 ) 2 0 8 - 1 7 7 7

Alaska Municipal Bond Bank

Reviewed: ratings affirmed

Rationale: S&P atf irms th e  'A ' ra t ing  o n  all o u t s t a n d in g  A la ska  
Municipal B o n d  B a n k ' s  g e n e r a l  ob l ig a t ion  b o n d s  a n d  th e  ' A - '  
a t ing o n  all o u t s t a n d i n g  o ^ n d  b a n k  r e v e n u e  b o n d s  Abou t  

3168 5 million o t  d e o t  is a t t e c t e d .  T h e  b a s i s  of th e  ra t ing  is th e  
m o ra i  ob l ig a t io n  o t  th e  s t a t e  5&P pol icy e s t a o f i s h e s  this ra t ing 
a t  o n e  lull c a t e g o r y  b e low  th e  ex is t ing  ra t ing  ol th e  s t a t e  In this 
c a s e ,  th e  ra t ing  w ou ld  b e  ' A - '  b a s e d  u o o n  th e  s t a t e ' s  ' A A - ‘ 
ra t ing H ow ev e r ,  tn e  G O s  ol th e  b o n d  b a n k  w h e r e  th e  s t a t e  
h a s  tn e  au tho r i ty  t o  w ithho ld  a id  to  pa r t i c io a t in a  um ls , in lieu ol 
d e o t  s e r v i c e  p a y m e n t s  u p o n  !he r e a u e s t  o l  th e  o a n k .  a r e  r a t e d  
'A ' T h e  r e v e n u e  b o n d s  r em a in  a t  ‘A - ’, w h e r e  n o  withhold ing 
p ro v i s io n s  exis t.

The bank: T h e  Munic ipa l B o n d  B ank  Ac t  e s t a b l i s h e d  the  b a n k  
a s  a  pub l ic  c o r p o r a t i o n  a n d  in s t rumen ta l i ty  o t  th e  s t a t e  ot A la s ­
k a  wiimn t h e  d e p a r tm e n t  ot r e v e n u e ,  bu t  s e p a r a t e  from a n d  m- 
d e o e n o e n t  o l t h e  s t a l e .  T he  b a n k  which  b e g a n  o p e r a t i o n s  in 
A ugu s t  1975. w a s  c r e a t e d  to r  th e  p u r p o s e  ot lend ing m o n e y  lo 
g o v e r nm e n t  un i ts within th e  s t a t e  o l  A l a sk a  by  p u r c h a s in g  mu- 
mcioai o c n o s  i s s u e d  by  s u c h  g o v e r nm e n ta l  units . U nd e r  th e  a c t  
a n d  th e  Dank s  g e n e r a l  re so lu t io n ,  th e  b a n k  initially w a s  a u t h o ­
r ized lo  p u r c h a s e  only G O b o n d s  Effective May 16, 1978, th e
H a c k ?  Ctatp laoieldfiifft tho  *n -r» -»»•'«-
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oa l r e v e n u e  b o n d s ,  a n d  p r o v id ed  th a t  the  Dank shall b e  c a l le d  
Ihe A la sk a  MumciDal B o n d  Bank  Aulhori iv w h e n  is su ing  r e v e n u e  
b o n d s ,  a n d  t h e  A la sk a  MumciDal B o n d  Bank  w h en  issu ing  G O. 
b o n d s  T h e  o u r c n a s e  ol t o n a s  is d e c e n a e n t  u o o n  b o n d  c o u n ­
s e l ' s  op in ion , s t a t in g  th a t  th e  D ono s  a r e  valid ob l ig a t io n s  ol th e  
g o v e rnm en ta l  unit a s  r e q u i r e d  Ly th e  a c t  ?,:id th a t  a  lo an  a g r e e ­
m en t  h a s  o e e n  a u th o r i z e d  a n d  e x e c u t e d  b e tw e e n  th e  b am :  a n d  
the  gov e r r  m en ta l  uml. wh icn  c o n s t i t u t e s  a  valid a n d  binding 
ob l iga t ion  o l  th e  g o v e r nm e n ta l  unit T he  p o w e r s  o t  th e  o a n k  a r e  
v e s t e d  in a  f iv e -m em pe r  b o a r d  o t  d i r e c to r s ,  t h r e e  o t  w hom  a r e  
puolic  m e m o e r s  a o c o m t e d  by th e  g o v e r n o r  a n d  c on f i rm ed  by 
tn e  s t a l e  leg is la tu re  T h e  t h r e e  a p p o i n t e e s  s e r v e  fou r -y ea r  s t a g ­
g e r e d  t e rm s  T h e  rem a in ing  tw o  m em o e r s .  t h e  C om m is s io n e r  ot 
R e v en u e  a n d  th e  C om m is s io n e r  ol C om mun i ty  a n d  R eg iona l  Al­
l a n s .  a r e  p e rm a n e n t .

Finances: Ongo in g  o p e r a t i o n s  of th e  b a n k  a r e  n o t  f u n d e d  by 
th e  s t a t e ' s  g e n e r a l  t und  a p p r o p r i a t i o n s ,  bu t  by  t e e s  a n d  
c h a r g e s  ancl in te r e s t  e a r n e d  o n  in v e s tm en t s  T h e  b b " 1'  - ,  o t  a l ­
l ow ed  to  c a r r y  s u r o iu s e s ,  wmch  m u s t  b e  r e tu r n e d  to Ihe s ta '. e  
S ince  its m ceo i io n ,  tn e  b a n k  h a s  r e tu r n e d  S7  5  million in fiscal 
1985. 31 8 million w a s  re t u r n e d  T h e  r e s e r v e  lund. wm ch  re-
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l u n a s  lev e rag in g ,  is m a in ta in ed  a t  a n  am o u n t  e g u a l  to  t n e  m ax i ­
m um  3r .nuai d e o t  s e rv i c e  r e au i r em e n t  - i s  o t  J u n e  30. 1 9 85  tn e  
A la ska  leg i s l a tu re  n a s  a oD roD n a te a  517 9  million to  tn e  Dank tor 
tn e  s t a tu t o r y  r e s e r v e  tun a ,  o l wnicn a p p ro x im a te ly  35 4 million is 
ava i iao ie  to  m e e t  s t a tu to ry  r e s e r v e  tu n a  r e q u i r em e n t s  lor lu lu re  
o a n k  o o n a  i s s u e s  Tne c a n v  is annual ly  r e a u i t e a  to  ae i iv e r  a  
s t a t e m e n t  t c  tr.e g o v e rn o r  a n a  s t a t e  leg is la tu re ,  s t a t i n g  m e  sum  
it a ny  n e c e s s a r y  to  r e s t o r e  m e  r e s e r v e  tu n a  to  tn e  r e a u i r e a  
a e c t  s e rv i c e  - e s e r v e  level T h e  s t a l e  >s no'/ legally o o i ig a ted  o 
m a k e  s u c n  a n  a p p r o p r ia t i o n  a n a  t n a a t e  4 n a s  n e v e r  c e e n  
n e c e s s a r y

Debt: Tne Cank nas issued 3192 5 million in bonas with 3163 5 
muiion currently outstanding "re outstanding gect >s comonsed 
ot G 0 , revenue coastal energy reserve, ana coastal energy 
loan orogram oonas Tnere .s a statutory deot limit ol 3300 mil­
lion. o! w ru cn  5131 5 million remains avaiiaoie Curing 1982- 
1935 me b a n k  s oept 'S S u a r c e  nas oeen 54 3  5 million. 330 6 

million 5” 0 million, and 325 0 minion resoectiveiy Due to ce- 
c:,r,ng state petroleum revenues. 4 >s ant,c paled tna' locai units 
will ce turning to tne oank on a r e g u la r  casis t c . i < "nancing ot 
tneir capital needs

An’ onv ri Armur 
•J' 208■ t7 7 7

North Slope Borough, Alaska

Reviewed ratings affirmed

Rationale: S&P att irms North  S lo o e  B o ro u g n ,  Alav uflrs o u t ­
s t a n d in g  5EB  - '  ra t ing  o n  a p p ro x im a te ly  S794  9 million g e n e r a l  
o c i ig a t ion  1 i n d s  T h e  ra t ing o n  35 2  8 million s e r i e s  0  o o n a  a n ­
t ic ipa t ion n o t e s  Cue Nov 18. 1936 is a l s o  aff irmed a t  SP-1 
An add i t io n a l  3423  5 million o t  G O  d e b t  is o u t s t a n d i n g  b u t  s e ­
c u r e d  s e p a r a t e l y  by  v a r io u s  c red i t  e n n a n c e m e n t s  T h e  lo n g ­
te rm  aeD t  ra t ing  r e f le c t s  tn e  n a r r o w n e s s  o t  th e  b o r o u g h  s  e c o ­
n om ic  o a s e .  th e  l a rg e  am o u n t  o t  d e o t  s u p p o r t e d  by  th a t  b a s e ,  
d e b t  c a r ry ing  c h a r g e s  m a t  r e p r e s e n t  6 7 c,a o l  g e n e r a l  lund  e x ­
p e n d i t u r e s .  o a t a n c e a  Dy g o o d  tmancia t  o o e r a t i o n s  a n d  a  s t r o n g  
financia l po s i t io n  The  o c r o u g n  s  e c o n om ic  viability enti rely d e ­
p e n d s  o n  th e  M a n a  g a s  industry , a n d  tn e  ou t look  lor a n y  sig- 
n ihcan t  diversi; . n t ion is poo r .  D u e  to  r e m o t e n e s s  a n d  n a r s n  e n ­
v i ronm en ta l  c o nd i t i o n s ,  d e v e l o pm en t  ol t n e  limited in f ra s t ru c tu re  
tn a t  s u p p o r t s  t h e  small  c omm un i ty  l e q u i r e d  th e  i s s u a n c e  ol 
l a rg e  a m o u n t s  ol o e o t  Tota l G O  d e b t  cu rren t ly  o u t s t a n d i n g  is 
a p p ro x im a te ly  31 3  billion The  p a c e  0 ! d e b t  i s s u a n c e  s t ow e d  
ove r  tn e  p a s t  two  v e a r s  a n d  13 no t  e x p e c t e d  to  e x c e e d  S 107 4 
million o v e r  th e  n ex t  t n r e e  y e a r s  As a  resu l t ,  m a tu r ing  d e b t  
sn ou id  e x c e e d  n ew  d e b t  i s s u a n c e  o v e r  tn e  o e n o d .  The  d e o t  
m a t u r e s  rap id ly , with 48cd rolling oft in hve y e a r s ,  a n d  9 5 5o in 10 
y e a r s  T h e  o o r o u g n  d e r iv e s  6 0 -'0 o l  its r e v e n u e s  t rom  a  tax  o n  
on- a n a  g a s - r e l a t e d  re a l  p ro o e r tv  im p ro v em en t s  T h e re fo re ,  its 
m am  r e v e n u e  s t r e a m  is u n a f f e c te d  bv  t lu c tu ahon s  in oil p r i c e s  A 
small  e r fec t  is e x p e c t e d  t rom  m e  re c en i ty  s e t t l e d  pipel ine tariff 
a g r e e m e n t s  yvnicn i n d u c e s  o w n e r s  i n c om e  in tn e  p ro o e r tv  a s ­
s e s s m e n t  lo rmuia  The  Do rougn  c ou ld  lo s e  up  to 5 2  million a n ­
nually a s  a  re su l t  o l  t h e  s e t t l em e n t  (0 6 5;: o t  to ta l  r e v e n u e s )  An 
add i t iona l  2 7 ' 1  ol r e v e n u e s  is o e n v e d  t rom  in te r e s t  e a rn i n g s  
T h e  v e ry  l a rg e  d e b t  b u r d e n  a p p e a r s  a a e a u a t e l y  s u p p o r t e d  Dy 
a n  in c r e a s in g  bu t  ve ry  n a r row  lax  o a s e .

Issuer: Nor th  S lo o e  B o ro u g h  is a  v a s t ,  g e o g r a pm c a i ly  i so la ted ,  
i o a r s e iy  p o p u l a t e d  a r e a  lo c a t e d  enti rely no rm  o t  h e  Arc t ic  C ir­
c le  B a r row  l o c a t e d  a lm o s t  2 .0 0 0  miles n o r thw e s ;  o t S ea t t le ,  is 
the  Do rougn  s e a t  a n o  its l a r g e s t  city ( p opu la t io n  o t  2 .647 )  T h e  
virtually im p a s s a o i e  B ro o k s  R a n g e  fo rm s m e  b o r o u g n ' s  s o u t h ­
e rn  b o u n d a r y  A w ide  r a n g e  ol s e r v i c e s  is p r o v id ed  Oy th e  b o r ­
o u g h , including h ea l th ,  s a fe ty ,  s a n i ta t io n ,  utilities, e d u c a t i o n ,  
hou s ing .  a n d  t r a n s p o r ta t io n  s y s t em s .  T h e  o o r o u g n  is a n a l o g o u s  
to tn e  c o u n ty  form  o l  g o v e r nm e n t  in th e  lower 48  s t a t e s ,  bu t  h a s  
g r e a t e r  g o v e r nm e n ta l  o o w e r s  R e m o t e n e s s ,  th e  a b s e n c e  ol a 
m o o e r n  m l ra s t ru c tu re .  a n d  s e v e r e  climat ic  c o n d i t i o n s  m a k e  th e  
c o s t  o t  d e v e l o pm e n t  e n o rm o u s .

Debt: C e o t  i s s u a n c e  i n c r e a s e d  sh a rp ly  in 1983 a n d  1984 a s  in­
f r a s t ru c tu re  im p ro v em en t s  w e r e  m a d e  to p ro v id e  s e r v i c e s  to  r e ­
s i d e n t s  a n a  to  a c c o m m o d a t e  i n c r e a s e d  oi l - re la ted  e c o n om ic  
activity T h e  o o r o u g h  cu rren t ly  h a s  o u t s t a n d in g  S1 3  billion G  O  
o o n a s  a n a  oonci an t i c ip a t io n  n o t e s  (ne t o t  r e f u n d e d  d e o t )  D eb t  
on  a  o e r  c a p i t a  b a s i s  '  - “.t remeiy hign a t  S 121 .7 04 ,  pu t  is a  
m e r e  m o d e r a t e  7 5=3 u. t ru e  va lue  ( S 13 billion in 1986) Ca r ry -  
-ng c n a r c e s  a r e  ve ry  hign a s  a  p e r c e n t  ot e x p en d i tu r e s .  T he  pri­
m a ry  s o u r c e  ol p a ym e n t  tor tn e  d e o t  is a  p r o p e r ty  tax  a s s e s s e d

o n  c ao i ta t  im p ro v em en t s  m a d e  a t  t h e  oil a n a  g a s  b e ta s  a t  P rud -  
h o e  B ay  a n d  K uoa ru k  T h e s e  o r c c e r t i e s  r e o r e s e n t  9 5 - :  o t  tne  
t ax  c a s e  C ap i t a l  f inanc ing ol S 107 4 million is o > an n e a  to r tne  
n ex t  t n r e e  y e a r s  T h e s e  fund s  will b e  r a i s e d  principally m r c u g n  
i s s u a n c e  ot G  O  b o n e s  An e m e r c e n c v  d e o t  s e rv i c e  r e s e r v e  
tu n a  w a s  e s t a b l i s h e d  cu r ing  fiscal 1984 a n d  is t u n c e d  a t  1 5 - :  o t 
o u t s t a n d i n g  d e o t  At ju iv  1 t935 .  a  o a i a n c e  ot 5 18 4  mimon w a s  
a v a i ia p te  in mis lu n d  Deo t  se rv ic e  r e q u i r em e n t s  tor 1935 t o ­
t a l e d  S 189 muiion

Economy: Oil a n d  g a s  p r o d u c t i o n  t r a n s p o r t a t i o n  a n a  e x o io r a -  
tion form th e  D a s e  o l  m e  Dorouon  s  e c o n o m y  B e fo r e  m e  d i s ­
c o v e r y  o t  oil a n d  g a s  a t  P r u a n o e  Bay  m 1968. a n o  m e  c o n s t r u c ­
tion o t  tn e  A ly e sk a  Pioe ime. e c o n o m ic  activ ity w a s  .imited to 
s u o s i s t e n c e  hunt ing , nsn inq a n d  military ai vi ties (DEW LINE 
m a i n t e n a n c e  a n a  r e s e a r e n i  Fu r the r  d iv e r s  c a t io n  ot t e  e c o n ­
om y  is no t  e x p e c t e d  d u e  to e x t r em e  g e o g r a p n i c  a n d  climat ic  
p r o b l em s  Tne lack  ol 'a n ignway  s y s t e m  witnm tn e  o o r o u g n  
m a k e s  c om m e r c i a l  air s e rv i c e  a n d  limited w a t e r  t r a n s p o r t a t i o n  
t h e  only av a i ia o ie  r - e a n s  of m a s s  t r a n s p o r t a t i o n

Within m e  n e x t  25  y e a r s ,  n o  o a s i c  indus t ry  is p r o i e c t e d  to 
suDP iem en t  th e  oil a n d  g a s  indus t ry  M a i f e n a n c e  or e x p a n s i o n  
o t  tn e  oil indus t ry  a e o e n a s  o n  c om o e t i t iv e  l e a s e  o t i e rm a s  oy  th e  
s t a t e  a n d  l e a e r a i  g o v e r nm e n t s  T h e  l e a d  t ime Irom l e a s e  to p r o ­
d u c t i o n  is a p p ro x im a te ly  10 v e a r s  T h e  p r e s e n t  p ro d u c t i o n  level 
a t  P r u c n o e  B av  ot t 5 muiion p a r r e l s  o t  oil p e r  d a y  r e p r e s e n t s  
rougn iv  ' 8 -  o t  to ta l  U S d om e s t i c  p r o d u c t i o n  P r o v e n  e x t r a c t -  
a b i e  r e s e r v e s  a t  P r u a n o e  Bav  a r e  cu r ren t ly  o r o i e c t e d  to  l a s t  11 
y e a r s  P r o d u c t i o n  a t  K uoa ruk  n a s  b e g u n  a n d  is e x p e c t e d  to  De 
2 5 0 ,0 0 0  b a r r e l s  ot oil p e r  o a v  du r ing  1986 An indus t ry  in v e s t ­
m e n t  m K uoa ru k  is e x p e c t e d  to to ta l  5 8  billion a n a  tn e  e c o n o m i c  
lile o t  tn e  tieid is p r o i e c t e d  a t  2 0 - 3 0  v e a r s  T h e  two  m a io r  Nor th  
S io o e  o p e r a t i n g  c o m p a n i e s  a r e  Atlant ic  Ricntie ld C o .  (A rco )  a n d  
S t a n d a r d  Oil C o  ot On to  (Son ia )  A i tnougn  A rco  s  1986 Nor th  
S i o o e  c o n s t r u c t i o n  b u d g e t  w a s  r e d u c e d  h o rn  3 7 1 5  million to  a p ­
p rox im a te ly  5 5 0 0  million a s  a  re su i t  o t  r e o u c e d  oil p r i c e s ,  w o rk  
o n  th e  P r u d n o e  B ay  G a s  Plan t  a n d  th e  K uoa ruk  L tsou rn e  p r o ­
d u c t i o n  facility will c o n t i n u e  Son io  n a s  in d ic a t e d  it will p r o c e e d  
with its 1986 c o n s t r u c t i o n  p r o g r a m  a s  p l a n n e d .

Finances: G en e r a l  l und  financia l o p e r a t i o n s  r em a in  s t ro n g .  
Significant o p e r a t i n g  su r p l u s e s  w e r e  g e n e r a t e d  in e a c h  o t  th e  
p a s t  five y e a r s  wn icn  w e r e  t r a n s f e r r e d  to  m e  r e s e r v e  lor c ap i ta l  
o u t lay  lund . tn e  e m e r g e n c y  d e o t  s e rv i c e  r e s e r v e  lund .  o r  thr r e ­
c en t ly  c r e a t e d  p e rm a n e n t  lund. At July 1 . 1995. o a l a n c e s  ava i l ­
a b l e  m m e s a  t u n a s  w e r e  S72 million. 5 18 4  million, a n d  S t  17 mil­
lion. r e sp e c t iv e ly  A s a  resu l t  o l t h e s e  t r a n s f e r s ,  tn e  g e n e r a l  
fund  b a l a n c e  w a s  r e d u c e d  t rom  S56  million in 1983 to  54 million 
in 1985  T h e  t n r e e  p r imary  r e v e n u e  s o u r c e s  o t  t h e  g e n e r a l  l und  
a r e  p r o p e r ty  t a x e s  (60°=). in te r e s t  e a r n i n g s  ( 2 7 J.:). a n d  s t a t e  a id  
(10=:)  T ax  co l l e c t io n s  a r e  exce l len t ,  r e a c n m g  rough ly  9 9 -c  o n  a 
c u r r e n t  b a s i s  in e a c n  ol th e  l a s t  live y e a r s  D eo t  s e r v i c e  ol 5 1 8 9  
million r e p r e s e n t e d  6 7 ^  ot g e n e r a l  fund e x p e n d i t u r e s  in 1985 
A s ol July 1, 1985, a  o a i a n c e  o t  S1S4  million w a s  a v a i ia o ie  in
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t n e  e m e r g e n c y  d e b t  s e rv i c e  r e s e r v e  tun a  M on ie s  in e x c e s s  ot 
tn e  15-3 r e a u i r em e n t  >n th is  t u n a  will o e  t r a n s t e r r e a  to  th e  p e r -  
m a n e n t  tu n a  A s c t  j u n e  1985. 54  million w a s  t r a n s t e r r e a  t rom  
tn e  e m e r g e n c y  d e b t  s e r v i c e  r e s e r v e  tu n a  to  th e  D e rm an en t  
tu n a  An a c t i o n a l  5 7 9  m.iiion t r an s f e r  t rom  tn e  g e n e r a l  t u n a  lett 
a  o a i a n c e  ot S 1 17 4  mnnon ava i ia o ie  in t n e  o o rm a n e n t  t u n a  to 
c e  n e i a  in p e rp e tu i ty  i n t e r e s t  e a r n i n g s  o n  o e rm a n e n t  tu n a  b a l ­

ances will oe usea tor general tuna ODerations Aithougn finan­
cial management is souna large oeot service carrying cnarges 
the range ot services oroviaea. ana the ntgn cosi ol service 
provision will continue lo aosoro tne oorougn s large financial 
resources

Maury Coooer 
( 2 1 2 )  2 0 8 - 1 / 5 7
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Alaska Industrial Development Authority

311 million variable demand/tixed rate bond due 2004 
Sold. Feoruary 25, Goldman, Sachs & Co 
Rated 'A -

Rationale: S&P a s s i g n s  a n  A - '  ra t ing to  t n e  A la sk a  industr ia l  
D ev e lo om en l  Au tho r i ty 's  c o n v e r s io n  ol its va r ia o ie  d e m a n a /  
ftxea r a t e  Oon a s .  s e n e s  1984 A a n d  B to  a  fixed r a t e  The A - ' 
r a t ing  o n  th e  o u t s t a n d i n g  e c o n o m ic  d e v e i o om en t  b c n a s .  th e  
c o n s o l i d a t e d  b o n d s ,  a n a  th e  umbre l la  b o n a s  is a t f i rmea  The  
ra t ing  is c a s e d  u o o n  th e  m o ra l  ob l ig a t ion  p l e d g e  ol t h e  s t a t e  of 
A l a s k a , w n o s e  ra t ing  is aff irmed a t  A A - '  T h e  o o n a s  a r e  a d d i ­
tionally s e c u r e d  by  th e  g e n e r a l  ob l iga t ion  o t  th e  au tho r i ty

Issuer and security: T h e  s t a t e  l eg is la tu re  e s t a b l i s h e d  Ihe 
A la sk a  industria l D e v e io om en t  Authori ty  in 1967 to a id  in e c o ­
n om ic  d e v e l o pm e n t  T h e  au tho r i ty  w a s  originally c r e a t e d  to 
a dm in is te r  th e  e n t e r p r i s e  d e v e l o p m e n t  lund This fund  v / a s  c a p i -  
ta l izeo n  1981 with S 166 million in s t a te - o r ig i n a te d  lo a n s  In a d ­
dition. th e  j ' s t e  c o n t r i b u t e d  3 2 3  million to  fund  th e  c a c i t a i  r e ­
s e r v e  funds .  In 1982 a n a  1981, t h e  e n a o i n g  a c t  w a s  a m e n d e d  
to e x p a n d  the  au tho r i ty  s  p o w e r s  in 1982. t h e  mult ilamily n o u s ­
ing lo an  se cu r i ty  fund w a s  s e t  u p  a n d  in 1984 th e  e c o n o m ic  d e ­
v e lo pm en t  fund All t h r e e  p r o g r a m s  a r e  legally s e p a r a t e  a n d  
d is t inc t All e c o n o m ic  d e v e l o p m e n t  act iv i t ies a r e  c h a n n e l e d  
tn ro u g h  th e  e n t e r p r i s e  d e v e l o p m e n t  lund Th is  tu n a  h o l d s  Ihe 
a u th o r i ty 's  g e n e r a l  a s s e t s  from v/hich all o f  t h e  a u th o r i ty 's  g e n ­
e ra l  ob l ig a t ion  m a e o t n e s s  is p a y a b l e  T h e  e n t e r p r i s e  d e v e l o p ­
m en t  fund  a s  o t  D e c  31 , 1935 h a d  g e n e r a l  a s s e t s  o t  S 5 2 5  mil­
lion T h e  multifamily h o u s i n g  lund .  wh ich  is n o t  a n  a s s e t  o l  the  
au thori ty , p r o v i d e s  add i t io n a l  s e c u r i t y  to  a n v  o t  th e  a u th o r i ty 's  
G  O b o n d s  i s s u e d  lor mult ifamily n o u s in g  p r o t e c t s  This lund  a t  
D e c  31 . 1985 h e ld  58  million in a s s e t s .  T h e  e c o n o m ic  d e v e l o p ­
m en t  tu n d  e m p o w e r s  th e  au tho r i ty  to  ow n  a n d  o p e r a t e  c e r t a in  
t y p e s  o t  facilities w n en  it is in Ihe  publ ic  in te r e s t  to d o  s o  This 
t und  w a s  c ap i t a l i z e d  with a n  a p p ro p r ia t i o n  o t  S 1 2  million m c a s h  
a n n  S1 3 2  million m l o a n s  h e ld  by  th e  s t a t e  F inanc ia l  o b l ig a t io n s  
or liability i n cu r red  will b e  s e c u r e d  so le ly  by  t h e  e c o n o m ic  d e v e l ­
o p m e n t  lund a n d  t h e r e  is n o  g e n e r a l  ob l ig a t ion  p l e d g e  ol Ihe 
authori ty

T h e  au tho r i ty  h a s  lour t y p e s  o l  b o n d  i s s u e s  o u t s t a n d in g :  e c o ­
nom ic  d e v e l o pm e n t  b o n d s  c o n s o l i d a t e d  b o n d s ,  umbre l la  
b o n d s ,  a n d  v a r ia b le  a e t r v n d / f i x e d  r a t e  b o n d s .  All i s s u e s  e x ­
c e p t  th e  va r iab le  d e m a n d /  h.xed r a t e  b o n d s  a r e  s e c u r e d  by  a 
g e n e r a l  ob l iga t ion  p l e d g e  ' r o n :  th e  au tho r i ty  V a r iab le  d e m a n d  
o o n a s  a r e  s p e c ia l  ob l ig a t io n s  o t  th e  au tho r i ty  wh ich  b e c o m e  
G 0  s  u o o n  c o n v e r s io n  to  a  t ixed ( a te .  All b o n d s  a r e  fu r ther s e ­
c u r e d  by  th e  s t a t e ’s  m o ra l  ob l ig a t ion  p l e d g e ,  it n e c e s s a r y ,  the  
s t a t e  s  leg i s l a tu re  c a n .  bu t  is no t  o b l ig a t e d  to , a p p r o p r i a t e  t u n a s  
to th e  b o n d s  th ro ugh  their c ap i t a l  r e s e r v e  lu n d s  p u r s u a n t  to  n o ­
t ice u n d e r  s t a t e  s t a tu t e s ,  it t h e s e  r e s e r v e s  fall b e low  re q u i r e d  
leve ls T h e  a u tho r i ty 's  to ta l  o u t s t a n d i n g  G.O . d e b t  a t  J u n e  30, 
1985 is S 2 13 million This i s s u e  will i n c r e a s e  d e b t  by  S 11 million 
to S224  million To ta l  v a r ia b le  r a t e / f i x e d  r a t e  d e b t  a t  D ec .  31,
1985 exc lud ing  this c o n v e r s io n  is S 4 0  million T h e  to ta l  S 40  mil­
lion is e x p e c t e d  to  o e  c o n v e r t e d  to h x ed  r a t e  by  th e  e n d  ot
1986 lor S254  million in G  O  d e b t  of th e  authori ty .

T he  e c o n o m ic  d e v e l o pm e n t  b o n d s  p rov id e  fu n d s  lor pa r t ic i ­
p a t i o n s  in l o a n s  tor industr ia l a n d  c om m e rc i a l  p r o i e c t s  u p  to S1 
million All r e v e n u e s  from t h e s e  lo an  p a r t i c i p a t i o n s  a r e  p l e d g e d  
f./oi iu m e  p a ym e n t  ui e c o n o m ic  d e v e l o pm en t  o o n a s  a n d  th en

to  th e  o t h e r  G O  d e b t  o t  th e  au tho r i ty  As o t  J u n e  30 . 1985  tn e  
to ta l  o u t s t a n d i n g  e c o n o m ic  d e v e i o om e n t  b o n a  d e b t  w a s  S 126 
million C o n s o l i d a t e d  b o n d s  p ro v id e  t u n a s  lor p a r t i c i p a t i o n s  m 
l o a n s  lor industr ia l , c om m e rc i a l ,  a n d  multilamily h o u s i n g  p ro t ­
e c t s  Irom S i - S I O  million R e v e n u e s  t rom  t h e s e  p a r t i c i p a t i o n s  
a r e  n o t  spec if ica l ly  p l e d g e d  to  th e  r e p a ym en t  ot c o n s o l i d a t e d  
b o n d s  H ow ev e r ,  th is  is no t  a  c red i t  c o n c e r n  b e c a u s e  b o t n  e c o ­
n om ic  d e v e l o pm e n t  a n a  c o n s o l i d a t e d  b o n d s  a r e  s e c u r e d  bv  th e  
au tho r i ty 's  g e n e r a l  ob l ig a t ion  a n d  th e  s t a t e  s  m o ra l  ob l ig a t ion  
p l e d g e s  A s o t  D e c  31 ,  1985. o u t s t a n d in g  c o n s o l i d a t e d  b o n d s  
to t a l e d  S59  million 

T h e  n e w  um b re l la  b o n d  p r o g r a m  is i n t e n d e d  to  r e p l a c e  b o t h  
th e  e c o n o m ic  d e v e l o pm e n t  a n d  c o n s o l i d a t e d  b o n d s  T h e s e  
n ew  o o n d s  d o  n o t  h a v e  cla im to m e  e c o n o m ic  d e v e l o pm e n t ,  
c o n s o l i d a t e d ,  a n d  v a r ia b le  r a t e  o o n d s  ex is t ing c ap i t a l  r e s e r v e  
t u n a s  A s e p a r a t e  r e s e r v e  lund for th e  umbre l la  o o n d s  w a s  e s ­
t a b l i s h ed  with similar p ro v i s io n s  to  tn e  prev ious ly  i s s u e d  o o n a s .  
At D e c  31 . 1985, th e  b a l a n c e s  in ai| th e  c ap i ta l  r e s e r v e  fu nd s  
fcr t h e  au th o r i ty 's  G  O  d e o t  is S26  million This b a l a n c e  r e f le c t s  
th e  a v e r a g e  a n n u a l  d e b t  s e rv i c e  p a y m e n t s  o l  the  o o n d s .

Loan portfolio: T h e  a u th o r i ty 's  portfo lio ot l o a n s  tali': in to 
t h r e e  c a t e g o r i e s  b o n d  lo an s ,  a p p ro p r ia t i o n  lo an s ,  a n a  f e d e ra l  
g u a r a n t e e d  lo an s .  B o n e  lo a n s  d e r iv e  ineir tu n d s  I rom b o n d  p r o ­
c e e d s .  a p p r o c - i a i e d  l o a n s  Irom s t a t e  a p p r o p r i a t e d  m o n e y ,  a n d  
fe d e ra l  g u a r a n t e e d  l o a n s  Irom th e  au tho r i ty 's  funds  o n  h a n d  
T h e s e  tn r e e  s o u r c e s  o l  l u n o s  a r e  u s e d  to  buy  loan  p a r t i c i p a ­
t ion s  I rom  A la sk a  f inancia l inst itu t ions The  h sca l  1985 c o m p o s i ­
tion ol th e  port fo l io  is 2 2%  a p p r o p r i a t e d  l o an s ,  6 1%  b o n d  l o an s ,  
a n d  17%  Small  B u s i n e s s  Adm inis tra t ion (SBA) g u a r a n t e e d  
l o an s .  A p p ro p r i a t e d  lo a n s  a r e  e x p e c t e d  to d ec l in e  to a n  in s ig ­
nificant p e r c e n t a g e  o t  th e  portfo lio by  '991  F u n d s  I rom  the  
pa id -o t f  a p p ro p r i a t i o n  l o a n s  a r e  u s e d  to  buy  SBA l o a n s  o r  in­
v e s tm e n t s .  H ow ev e r ,  n o  SBA lo a n s  h a v e  b e e n  p u r c h a s e d  in th e  
la s t  y e a r  d u e  to  r em i t t a n c e  p r o c e d u r e  p r o b l em s  with t h e  n ew  
SBA se rv i c e r  FiDATA Until this s i tua t ion  is e l im ina ted , n o  future 
i n v e s tm en t s  in t h e  SBA p r o g r a m  will b e  m a in ta in ed .  T h e  au th o r i ­
ty 's  p u r c h a s e  of l o a n  p a r t i c i p a t i o n s  is limited to  c o m p l e t e d  p ro t ­
e c t s  t h a t  sa t is fy  all t e rm s  ol th e  au th o r i ty 's  lo an  unde rw r i t ing  cr i ­
te r ia  T h e  au tho r i ty  s  c ap i ta l  pa r t i c ip a t ion  r a t e  m lo a n s  u n d e r  S1 
million is 9 0%  a n d  8 0%  lor t h o s e  b e tw e e n  S 1 -S 1 0  million 
L o a n s  a r e  d i s b u r s e d  g e o g r a p h i c a l ly  in p ro po r i io n  to  th e  s t a t e ' s  
po pu l a t i o n  d is t r ibu t ion A s a resul t , th e  A n ch o r a g e  a r e a  h a s  th e  
h i g h e s t  p e r c e n t a g e  ol b o n d e d  lo a n s  a t  5 5 .5%  T he  p o r t fo l i o ' s  
i n v e s tm en t  in p r o t e c t s  is c o n c e n t r a t e d  mainly  in c om m e r c i a l  
s p a c e ,  a p p r o x im a t e ly  7 8%  in fiscal 1985. B o n d  l o a n s  de l in ­
q u e n c y  r a ' e s  o n  9 0  d a y s  a n a  o v e r  a r e  still b e low  1%. e v e n  
given th e  s lum p  m th e  A la sk a  e c o n om y .  This low r a t e  is a t t r ib ­
u t e d  to s t r in g en t  underwri t ing  cr i ter ia  in add i t ion , e a c n  pa r t i c i ­
p a t ing  financia l inst itut ion m u s t  p ro v id e  se rv ic ing  on  all l o a n s  
a n d  m a in ta in  a  9 0 - d a y  d e l in q u en cy  r a t e  b e low  2%  or b e  s u s ­
p e n d e d  t rom  selling n ew  pa r t i c ip a t io n s  until Ihe r a l e  is. c o n ­
trolled T h e  au tho r i ty  h a s  a  lo an  lo s s  r e s e r v e  lund of 3 2 .6  mil­
lion. This w a s  c r e a t e d  in 1981 a n o  to  d a t e ,  th e  only c h a r g e  offs 
a r e  31 1 million in d e l a u l t e d  a o o r o o r i a t e d  l o a n s  The  r e s e r v e  >s
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r e lu r n e a  10  i ts original level Irom e a r n i n g s  T n e  au tho r i ty  r e v iew s  
:ne  a a e a u a c y  o t  tnis r e s e r v e  tu n a  annua l ly  with its a c c o u n t a n t s

F i n a n c e s :  T h e  a u th o r i ty 's  a s s e t s  h a v e  o r ow n  t rom  S218  million 
in 1 9 8 1 to S 5 Z -  rm.iion in 1985 Liaomties to ta l  3 2 2 0  m.ii.on >n 
fiscal 1985. o l  wh ich  S 2 1 3 million a r e  o o n a s  c a v a d e  All o p e r a t ­
ing e x p e n s e s  a r e  p a i a  t r cm  com m i tm en t  a n a  t in a n c e  t e e s  in fis­
cal 1S85. tnis t o t a i e a  S t  J  million to  c o v e r  e x p e n s e s  of 31 1 mil­
lion Ne t  e a r n i n g s  h a v e  r i s e n  t rom  S16  mnnon in fiscal >981 to 
S30  muiion in fiscal 1S85 T h e  au thor i ty  n a s  u n r e s t r i c t e d  in v e s t ­
m en t s .  c ao i ta i  r e s e r v e  t u n a s ,  c a s n  a n a  in te re s t  e a rn i n g s  to ta l ­
ing S 157 million a t  J u n e  2 0  1985 So m e e i  s n o r t t a n s  m a e c t  s e r ­

v ice  ot a o o ro x im a te iv  528  mi.iion u n r e s t r i c l e o  su rp lu s  a t  J u n e  
30. 1985 is 528-1 million 

During fiscal t S 8 5  tn e  au tho r i ty  will c o n v e r t  all o f  its r em a in ­
ing 3*10 muhon v a n a o i e  r a te  a e o t  to  tixed in add i t io n  during 
1985 s first na il it in te n d s  to 'S su e  its h.rst t a x a b l e  f n a n cm g  ol 
S 1 5 million For  fiscal *557 a n g  o e y o n d .  a p p r o x im a t e ly  S 65  mil­
lion in a e o t  will o e  i s s u e d  a  y e a r  1 is im oo s s io ie  t c  d e te rm in e  
h ow  h  R 2 8 3 8  wul at ter . t  fu ture i s s u a n c e s  o t n e r  t h a n  to  a s s u m e  
tn e  p r o g r a m  will co n t i n u e  witn add i t iona l  v o ium e  c o n s t r a i n t s

A n d r e a  M  E s o o s i to  
(2 1 2 )  2 0 3 -  183-i

Alaska Housing Finance Corp.

R e v i e w e d  r a t i n g s  a f f i rm e d

R a t i o n a l e :  S&P affirms A la sk a  Hou s ing  F i n a n c e  C o r p  (AHFC) 
ra t in g s  o n  S4 .2 7  Pillion in o u t s t a n d i n g  t a x a p i e  a n d  t a x - e x em p t  
d eb t .  T h e  b o n d s ,  i s s u e d  u n d e r  5 9  re so lu t io n s ,  a r e  s e c u r e d  by  
ove r  5 2 .0 0 0  l ev e t -o aym g  m o r t g a g e  a n a  g row ing  eau i ty  m o r t ­
g a g e  (GEM) l o a n s  T h e  lo a n s  a r e  o r ig in a te d  th r o u g h o u t  tn e  
s t a l e  o y  p r iv a t e  t e n d e r s  a n d  s u o s e a u e n t l y  p u r c n a s e a  Oy tn e  
AHFC with o o n d  p r o c e e d s  D irec t s t a t e  a o o r c o r i a t i o n s  (in c a s h  
a n d  m m o r t g a g e s )  p e rm i t  th e  p u r c h a s e  o l  m o r t g a g e  lo a n s  
which b e a r  i n t e r e s t  a t  legislat ively o r e s c r iD ed  ' b e iow  m a r k e t "  
r a te s .  T o  e n n a n c e  th e  s e cu r i ty  o l  its o o n a s .  th e  A h r C  n a s  e n ­
t e r e d  in to v a r io u s  c red i t  a r r a n g e m e n t s  Th ey  inc lude  F e d e r a l  
H ou s ing  Adm in is t ra t ion  (FHA) Title I In su r a n c e ,  F e d e r a l  Na t iona l  
M o r t g a g e  A s s o c i a t i o n  (FNMA) a n d  G o v e r nm e n t  Na t ion a l  M o r t ­
g a g e  A s s o c i a t i o n  (GNMA) co l la te ra l iza t ion , o a n k  le t t e r s  o l c r e d ­
it. a n a  su r e t y  Oonds .  Addit ionally , th e  i s s u e r  e n io y s  s t r o n g  s u p ­
por t  t r om  Ihe s t a t e  o t  A la sk a :  13 i s s u e s  a r e  g u a r a n t e e d  by  a  
p l e d g e  o t  th e  s t a t e ' s  full faith a n d  c red i t  T he  a ff i rmeu b o n d  r a t ­
ings re f le c t  t h e  s t r e n g th  o t  th e  c red i t  e n h a n c e m e n t s  { s e e  h s t a i  
n g r . i) .

Issuer: To  d a t e .  AHFC h a s  r e c e iv e d  S553  million in s t a t e  a p ­
p rop r ia t io n s .  F i s c a l  y e a r  e n d in g  J u n e  1985 w i tn e s se d  n o r e -  
d u e s t s  lo r add i t io n a l  fund ing S u cn  funding will n o t  Oe so u g n t  in 
the  t o r e s e e a b l e  fu ture. F u n d  f a i e n c e s  o t  S 1 . J 5 8  million (f iscal  
1985) re f le c t  th e  hea l thy ,  well m a n a g e d  p e r f o rm a n c e  o t  th e  i s ­
s u e r  to  d a t e  T h e  c o r p o r a t i o n  h a s  a  s t a l l  ol  4 3  with e x p e r i e n c e  
m adm in is t r a t io n ,  m o r t g a g e  underwri t ing , a n d  finance* AHFC is 
g o v e r n e d  Oy a  f iv e -m em oe r  o o a r d  co n s i s t in g  o t  two  ex-otf icio 
a n d  t h r e e  g o v e r n o r - a p p o i n t e d  m em o e r s .

P r o g r a m s :  S in c e  its m c e p ' i o n  in 1971. AHFC h a s  a d oD t e d  
m an y  innova  w e  p r o g r a m s  a n d  financing t e c h n i q u e s  T n e  orinci- 
pa l  ac t iv  t ie s  i r .elude

— M o r tg a g e  l o a n  s u b s id iz a t io n  All o l th e  c o r o o r a t i o n  s  o ro -  
g r a m s  o ro v id e  a n  in te r e s t  r a t e  s u o s id y  o n  tn e  first S 9 0 .0 0 0  of a  
m o r t g a g e  l o a n  to  A l a s k a n  o o r r ow e r s .  T he  s t a t e  cu r ren t ly  s u b s i ­
d i z e s  th e  m o r t g a g e  l o a n s  to  a m ax im um  of 3 ; 's {&  : lo r  eligible 
v e t e r a n s )  b e iow  tn e  c o s t  of t a x a o i e  fund s  lo Ih e  c o r p o r a t i o n  
H ow eve r ,  l o a n  r a t e s  m a y  n o t  b e  l e s s  t h a n  iO v: ( 9 - :  tor v e t e r ­
a n s )  u n l e s s  th e  c o r p o r a t i o n  s  r e l a t e d  c o s t  ol t u n a s  is l e s s  th an  10c.g

—  T a x a b le  o o n a s  T o  o v e r c o m e  t h e  c o n s t r a i n t s  of t a x - e x ­
em p t  i s s u a n c e  c a n s  (S 2 0 0  million p e r  a n num ) ,  tn e  c o r p o r a t i o n  
b e g a n  is su ing  t a x a o i e  O ond s  in 1981 It cu rren t ly  n a s  a co ro x i -  
m a te ly  S1 3 billion m t a x a o i e  d e o t  o u t s t a n d in g ,  S1Q0 million ot 
which w a s  i s s u e d  in 1985

— A la s k a  B u ild in g  E a u itv  l o a n  p r o g r a m  in 1983. AHFC in tro ­
d u c e d  its ow n  v e r s io n  o t  tn e  GEM lo an  Tit led th e  A ' a s k a  Build­
ing Eaui ty  (AEE) loan ,  it r e a u i r e s  a n  i n c r e a s e  in tn e  b o r r o w e r ' s  
mon th ly  o a v m e n t s  to o r o v i a e  ter a n  a c c e i e r a t e a  amo r t iz a t io n  ot 
principal .  T h u s ,  it c a n  t a x e  a o v a n t a g e  o l  s n o r t e r - t e rm ,  lower in­
t e r e s t  t a x a o i e  o o n a s

— FNM A c o l la te r a l iz a t io n  in 1933. AHFC s i g n e d  a  S530  mil­
lion o o o i  c u r c n a s e  c o n t r a c t  .vitn FNMA en ao l in g  A l a s k a n  m o r t ­
g a g e s  to  o e  sw a o o e d  tor FNMA m o r t g a g e - o a c k e d  se cu r i t i e s

R a to d  d e o t  o u ts ta n d in g A m |

Msus.nrj m oitcage oonds (nonoanfy) ,m.l SI Ral.ng

1972 senes A 10 6 AA

1973 senes A 10 3 AA

1973 senes 6 29 6 AA

1975 s e n e s a 3 0  6 AA

1975 se n e s B 10 5 AA

m suieo m o ag ac e oonas fsanty) 911 7 n

1975 f is t  senes 1976 first ar.o second

senes 1977 f is l  second and Inrd  series

1978 frs l second and in.<a senes 1979 frst

and second ser.es 1930 frs l. second, and

mud senes

Stale-nsi>sted m ortgage-oonos monoar.tvl

ser.es A 95 8 A

ser.es B ana C 75 7 AA

senes D a n d  E 9 0  5 A -

series F 170 8 AA

senes M 50 0 AA

senes 1 50 0 AA

senes J 50 0 AA

senes K 75 0 AA

senes L 75 0 AA

senes M 75 0 AA

senes N 75 0 AA

series 0 * 50 0 AAA

senes P * 50 0 AAA

Hom e mortgage conos monoar.fy)

'9 8 1  frs l senes 79 6 A -

l9 8 1 s e c o n o s e r.e s 90 9 A

1982 frst senes 77 5 A A -

i9 8 2 s e c o n o s e r.e s 93 3 A A -

1983 frs l senes 73 1 A A -

1933 second senes .................... 122 4 A A -

C cnaleraiiied 1934 series A 75 0 AAA

Collateralized 1984 senes B ............................... 127 4 AAA

Collateralized 1965 series A  ... 100 0 AAA

Coiialeraiized 1985 senes B 102 4 AAA

Slate-guaranteed ccno s Inonoar.tv)*

1983 frs l senes ................................. ......... 46 2 AA

1983 seconaser.es 117 5 AA

I9 8 3 in .ra s e r.e s  ........... 72 0 AA

1983 louftn senes 9 4  7 AA

1983 hnn senes . . . 48 3 AA

1983 sixth series ............................................... 72 7 AA

1984 frs l senes ....................................... 130 0 AA

1984 secona senes ........... t o o o AA

Coiialerai.zea 19 3 4  frs l series 100 0 AAA

Co.ialerai.zea 1984 secona series 302.5 AAA

C o iia le ra liz e a i9 8 5 frs ts e r.e s 150 0 AAA

Secona m ortgage bonas 9 3 AA

Fa.roanns Norm Star Bczougn res m lge Conas 28 1 A -

AHFC O verseas Finance N V g |a  Donos 98 t AAA

•G uaranteea bv tu.l la.ln ana creo.l o l ine stale o l Alasna
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, (MESs )  T h e s e  MBSs a r e  tn en ,  in effect,  p u r c n a s e d  with b o n d  
' o r o c e e o s  a n a  u s e d  a s  co l l a t e r a l  to r  ’h e  b o n d s .  Sucn  co l l a t e ra l i ­
z a t io n  n a s  e n a b l e d  the  i s s u e r  to o b t a in  AAA' r a t in g s  o n  10 tax -  
ex em D t a n d  t a x a b l e  i s s u e s  to  d a t e

— R e c y c l in g  AHFC re lies neavi ly o n  recyc l ing , w n e r em  p re -  
d a y m e n t s  a r e  u s e d  to m a k e  n ew  m o r t g a g e s ,  in m an y  o l  its

b o n d  s t r u c tu r e s  Tnis t e c .nmaue  h a s  r e d u c e d  th e  n e e d  to r  tu tu re  
b o n d  f in an c ing s  a n d  s t a t e  a p p r o p r i a t i o n s

L o n -A n n  W /ynter 
( 2 1 2 ) 2 0 9 - 1 5 J I

Platte River Power Authority, Colorado

S '  ’ 3  m il l ion  e l e c t r i c  r e v e n u e  b o n d s  d u e  2 0 1 8  
S o l d .  F e o r u a r y  2 0 ,  S a l o m o n  B r o t h e r s  Inc  
R a t e d  ' A - ‘

R a t i o n a l e :  T h e  S 1 13 million i s s u e  o l  P la t t e  River P o w e r  Au tho r ­
ity e lec t r ic  r e v e n u e  b o n d s  is r a t e d  'A + a l o  ng with S 6 18 million 
ol o u t s t a n d i n g  par i ty  d e b t  T h e  A' ra t ing ol ne Love land ,  C o lo  
e lec t r ic  r e v e n u e  o o n d s  w a s  r e v iew ed  in c o r  l e c t i o n  with this 
s a l e  a n d  is a f f i rmed ■ h e  r a t i n g s  re l lec t  th e  s t r e n g th  o t  th e  p a r ­
t ic ipan t c i t ie s '  e c o n o m ic  b a s e s  a n d  g o o d  f inancia l p e r f o r ­
m a n c e s  T h e  au tho r i ty  s  r a t e s  to tn e  c i t ies . . r e  low b e c a u s e  c a ­
p ac i ty  c h a r g e s  lo Publ ic  S e rv ic e  C o  ol C o l o r a d o  a r e  sufficient 
to o a v  - n o t  s e  v ice  B on d  p r o c e e d s  will b e  u s e d  to  re t i re  all o u t -  
s tand i .  j  c om m e r c i a l  p a p e r  T h e  au tho r i ty  h a s  r e f u n d e d  th e  
c om m e r c i a l  o a p e r  p r o g r a m  i n s t e a d  o l  reti r ing it I rom r e v e n u e s  
a s  w a s  p l a n n e d  to  avo id  po ten t i a l  t ax  p r o b l em s  a n d  lo t a k e  a d ­
v a n t a g e  o l  c u r r e n t  l o ng - te rm  in te r e s t  r a l e s .

Security: The  b o n d s  a r e  s e c u r e d  by  t a k e - o r - p a y  c o n t r a c t s  
witn m e  c it ie s  o l  Fo r t  Collins (4 5 .7%  o l  th e  p ro ie c t ) .  L o n gm on t  
(2 8  I ' :). L ov e l an d  ( 2 1 5%), a n d  E s t e s  P a r k  (6 .1% ). The  a u t h o r ­
i ty 's r a t e  c o v e n a n t  is n e t  r e v e n u e s  1 25  t im es  (x) a d j u s t e d  a g ­
g r e g a t e d  d e b t  s e rv i c e  D eb t  s e rv i c e  is a d i u s t e d  to  leve lize p a y ­
m e n t s  o l  t e rm  b o n d s  in 2 0 0 0  a n d  200 2 .  T h e  add i t io na l  b o n d s  
t e s t  r e q u i r e s  n e t  r e v e n u e s  in 12 o l  th e  p r e c e d i n g  24 m o n th s  
prior to  i s s u a n c e  to  m e e t  th e  r a t e  c o v e n a n t .  Addi t iona l se cu r i ty  
is p r o v id ed  by  a  d e b t  s e r v i c e  r e s e r v e  fully f u n d e d  to m ax im um  
d e o t  s e r v i c e  a t  th e  t ime o l  Oond i s s u a n c e .

O p e r a t i o n s :  P l a t t e  River s  r e s o u r c e s  in c lude  e n e r g y  a n d  c a ­
p a c i ty  u n d e r  c o n t r a c t  with th e  W e s t e r n  A re a  P ow e r  Adm in is t r a ­
t ion (W APAI th ro u g n  1989 T h e  au tho r i ty  r e c e i v e s  158mw in th e  
w in ter  a n o  2 2 8 m w  in m e  s um m e r .  T h e  au tho r i ty  o w n s  th e  
2 5 5m w  co a l - t i r e d  R aw n id e  E n e rg y  S ta t ion  a n d  a n  18% s h a r e  ol 
th e  Y am pa  P ro i e c t  coa l - f i red  C ra ig  uni ts , to ta l ing  i 5 4 m w  Ex­
c e s s  c a p a c i t y  in th e  C ra ig  a n d  R aw h id e  un i ts is so ld  to  Public 
Se rv ice  u n d e r  a  c o n t r a c t  t h ro ugh  1994. which is l e s s  t h a n  th e  
tile o t  th e  o o n d s .  Public Se rv ic e  is ob l ig a t e d  to  t a k e - o r - p a y  lor 
c a p a c i t y  a n o  e n e r g y  m a d e  a v a i la b le  in a c c o r d a n c e  with Ihe 
s c n e d u l e  m t h e  c o n t r a c t  If t h e  c o n t r a c t  s c h e d u l e s  a r e  n e t  m e t ,  
Publ ic  S e rv i c e  h a s  Ihe  o p t io n  to t e rm in a t e  th e  c o n t r a c t .  T h e r e ­
fore . t h e s e  O o n d s  a r e  n o t  r a t e d  o n  th e  b a s i s  o l  t h e  Publ ic  S e r ­
v ice  c o n t r a c t  R e v e n u e  d e r iv e d  Irom t h e s e  s a l e s  is sufficient to  
p a y  all P la t t e  River d e b t  s e r v i c e  a t  this  t ime. In 1985, P la t t e  River 
s o l d  3 4 0 .5m w  o l  c a p a c i t y  p e r  m o n th  a n d  2 .3 8 0 gw h  to  Public 
Se rv ice

P la t t e  River e x p e c t s  p e a k  d e m a n d  to  g r ow  a t  a  c o m p o u n d  
r a t e  ol 5 4%  p e r  y e a r  in th e  fu ture a n d  lor e n e r g y  s a l e s  to  g r ow  
5 9%  p e r  y e a r  S in c e  i9 6 0 ,  a n n u a l  g row th  r a t e s  r a n g e d  t rom  
- 3  8%  to 16 .4%  tor p e a k  d e m a n d  a n d  Irom 3 .3%  to  11 8%  lor 
e n e r g y  s a t e s  T h e  a v e r a g e  g row th  r a t e s  o l  5 .9%  a n o  5 7% , r e ­
spec t iv e ly ,  w e r e  s t r o n g  d e s p i t e  th is  volatility B a s e d  o n  this 
g row th .  P l a t t e  River e x p e c t s  to  sell p ow e r  I rom  Y am p a  a n d  
R aw n id e  to p a r t i c i p a n t s  w h e n  s a l e s  to  Pub l ic  Se rv ice  e n d

Rates: T h e  au tho r i ty  is cu r ren t ly  c h a rg in g  t h e  p a r t i c i p a n t s  35 
mms p e r  kwn  Reta i l  r a t e s  in all c i t ie s  e x c e p t  Lov e lan d  a r e  b e low  
•nose ol Pub l ic  Se rv ic e  a n d  Ihe P o u d r e  Valley c o o p e r a t i v e  s u p ­
p l ied by  T n - s t a t e  g e n e r a t i o n  a n a  t r a n sm i s s io n  c o o p e r a t i v e .

L o v e l a n d ' s  r a t e s  a r e  only marg inal ly  a b o v e  Publ ic  S e rv i c e  s  
r a t e s  T h e  au tho r i ty  d o e s  n o t  a n t i c ip a te  ra is ing  r a t e s  to  th e  p a r ­
t ic ip an t s  until 1991 w n e n  it b e g i n s  t ak ing  b a c k  its R aw h id e  c a ­
p a c i ty  B e tw e e n  1991 a n d  1996. r a t e s  a r e  e x p e c t e d  to  r ise 
Irom  35  2 mills p e r  kw n  to 55  2  mills p e r  kwn

F i n a n c e s :  During th e  la s t  two  v e a r s ,  P la t t e  River c h a n g e d  Irom 
a  c o n s t r u c t i o n - o r i e n t e d  o rg a n iz a t i o n  to  a n  o p e r a t i n g  p o w e r  s u p ­
plier T h e  e f f ec t  o l  th is  c h a n g e  is c l e a r e r  w h e n  th e  o p e r a t i n g  
s t a t e m e n t s  for 1983 a n d  1984 a r e  c o m p a r e d  R e v e n u e s  g r ew  
105% in tha t  y e a r  a n d  o p e r a t i n g  e x p e n s e s  g r ew  107%, primarily 
d u e  to  a  195% i n c r e a s e  in d e p r e c i a t i o n  with th e  s t a r t - u p  ol 
R aw m de .  During 1985. only 2 9  5%  ol r e v e n u e s  c a m e  Irom  s a l e s  
to  tn e  p a r t i c i p a n t s ,  tn e  r em a in d e r  of th e  r e v e n u e s  c a m e  f rom  
s a l e s  to Pub l ic  Se rv ice .  Annua l  d e b t  s e rv i c e  c o v e r a g e  w a s  
1 4 8x  in 1984  a n d  1 53x  m 1985, including c om m e r c i a l  p a p e r  in­
t e r e s t  T h e  b a l a n c e  s h e e t  c o n t i n u e d  to im p rov e  m 1935 T h e  
c u r r e n t  ra t io  w a s  4 3 9  1 a n d  th e  au ick  ra t io  w a s  1 8 9  1 L ev e r ­
a g e  d e c l i n e d  a s  th e  ra t io  o l  d e b t  to  p lan t  d e c l in e d  to  1 14 1 
I rom  1.20 1.

P a r t i c i p a n t s :  Fo r t  Coi lms, L ove land ,  a n d  E s t e s  P a r k  a r e  in 
L ar im e r  Coun ty ,  n o r th  o l  D enve r ,  a n d  L o n gm on t  is in Bou ld e r  
C oun ty ,  w e s t  o l  D en v e r  T h e  k e y  e c o n o m ic  s e c t o r s  in this  a r e a  
a r e  m anu fa c tu r in g ,  s e rv i c e s ,  retail t r a d e ,  a n d  g o v e r nm e n t  High 
t e c h n o lo g y  e le c t r o n i c s  a r e  a  m a io r  s o u r c e  o l  em p lo ym en t ,  with 
m an u fa c tu r in g  facilit ies o l  H ew le t t - P a c k a r d  C o  . S t o r a g e  T e c h ­
n o lo gy  inc . a n d  NCR Inc l o c a t e d  in th e  pa r t i c i p a n t  c i t ie s  
C o l o r a d o  S l a t e  Universi ty is a n o t h e r  m a io r  em p lo y e r  in Fo r t  C o l ­
lins. T h e  a v e r a g e  u n em p lo ym en t  r a t e s  to r  1985 a r e  b e low  th e  
n a t io n a l  a v e r a g e  m b o th  c o u n t i e s ,  bu t  r o s e  slightly t ow a r d  th e  
e n d  o l  th e  y e a r  to 7 1% in Lor imer C oun ty  a n d  6 .7%  in Bou ld e r  
C o u n ty  To ta l  n u m b e r s  em p l o y e d  r em a in e d  s t a b le .

P a r tic ip a n ts Port Estes

CoDifls Longmont Loveland Park

- j  Plane River 45 7 26 1 2 2  5 6  1
Peak dem and 1S35 110 59 48 14

g w n s o id  1985 582 332 286 72

Popuialion esl 1985 83.000 4 9 8 0 0 35.300 7.800
1984 re ve n u e (0 00 ) 30.487 17.981 15.820 4 572

C e o tse rv  cov ix i • • s e o «

Current ra tio *“ 5 17 I 3 1 5 43 I N A

•N o  electric revenue oo nas outstanding 

••C u rre n t assets/current la frM ies 

N A —Not avaiiaoie

T h e  f inancia l p e r f o rm a n c e  o l  th e  p a r t i c i p a n t s  ts g o o d  E a c h  
h a s  h a d  a  p o s u  ve  t r e n d  in r e v e n u e s  a n d  con t ro l l e d  g row th  ol 
e x p e n s e s  in r e c e n t  y e a r s .  O H -b a l a n ce  s h e e t  d e b t  s e rv i c e  c o v ­
e r a g e  is l e s s  t h a n  1 OOx lor all p a r t i c i p a n t s  b e c a u s e  P l a t t e  River 
d e b t  s e r v i c e  p a \m e n t s  a r e  s u b s id i z e d  th ro ugh  th e  Publ ic  S e r ­
v ice  c o n t r a c t

M aria  C  M a rk h a m  
(212) 208-1862
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DEBT MANAGEMENT PLAN 

Gov e r n o r  B i l l  S h e f f i e l d

Th r o u gh  c a r e f u l  m a n a g em e n t ,  t h e  S t a t e  o f  A l a s ka  h a s  m a i n t a i n e d  
t h e  b e s t  c r e d i t  r a t i n g  w e ' v e  e v e r  h a d .  T h a t  AA r a t i n g ,  i n  t u r n ,  
h a s  a l l o w e d  l o c a l  g o v e r n m e n t s  a c r o s s  A l a s k a  t o  k e ep  t h e i r  i n v e s t ­
men t  g r a d e  r a t i n g s  a s  w e l l .  T h i s  g c cd  c r e d i t  r a t i n g  t r a n s l a t e s  
i n t o  l ow e r  p r o p e r t y  t a x e s  f o r  A l a s k a n s .

W i t h  d r o p p i n g  wo r l d  o i l  p r i c e s ,  h ow ev e r ,  A l a s k a ' s  a n n u a l  d e b t  
p a ym en t s  a u t o m a t i c a l l y  become a l a r g e r  p a r t  o f  o u r  e x p e n s e s .

So ,  I  h a ve  a sked  t h e  14 t h  A l a s k a  L e g i s l a t u r e  to a p p r o v e  a p a c k a g e  
o f  rev; l aws  wh i ch ,  v i e w e d  a s  a w h o l e ,  w i l l  g i v e  o u r  y o u n g  s t a t e  a 
p l a n  f o r  c om p r e h e n s i v e  d e b t  managemen t  f c r  t n e  f i r s t  t i m e .  None 
o f  t h e s e  p r op o s ed  im p r o v em e n t s  i n  o u r  l aws i s  f l a s h y  o r  e x c i t i n g ,  
b u t  a s  a p a ckage  t h e y  a r e  v i t a l  t o  t h e  c o n t i n u e d  f i n a n c i a l  h e a l t h  
c f  A l a s k a .  I e n c o u r a g e  you t o  r e a d  t h e  e n c l o s e d  i n f o r m a t i o n .

I n  s h o r t ,  t h e  d e b t  m an a g emen t  p l a r .  1 h ave  p l a c e d  b e f o r e  t h e  
A l a s k a  L e g i s l a t u r e  w i l l  k e e p  t h e  commi tmen t s  v o t e r s  h a v e  made t o  
o u r  f u t u r e ,  p a r t i c u l a r l y  ir .  r e g a r d s  t c  l o c a l  s c h c c i  c o n s t r u c t i o n .  
The p l a n  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  t c  i n c u r  a 
r e a s o n a b l e  amount <■ f. d e b t  f o r  s c h o o l  c o n s t r u c t i o n  and  o t h e r  
im p r o v emen t s  i n  t h e  f u t u r e ,  w h i l e  we p r e s e r v e  our  g c c d  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 c considerable amount of money to help build Alaska. 

We can manage that .ebt, 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  FLAN

An Ove rv i ew

W i t h o u t  f i rm  c o n t r o l  o f  p u b l i c  d e b t  t h e  c r e d i t  r a t i n g  o f  a l l  d e b t  
i s s u e r s  i n  A l a s k a  c o u l d  b.e i n  j e o p a r d y .  R i g h t  now t h e  S t a t e  h a s  
an  £A r a t i n g ,  t h e  h i g h e s t  i t ' s  e v e r  h a d ,  and a l l  i s s u e r s  w i t h i n  
t h e  S t a t e  a r e  r a t e d  a s  i n v e s t m e n t  g r a d e .  Bu t  a s  o i l  p r i c e s  
d e c l i n e ,  t h e  s h a r e  o f  r e v e n u e s  d e v o t e d  t o  d e b t  s e r v i c e  w i l l  
become an i n c r e a s i n g l y  h e a v i e r  b u r d e n .  The S t a t e  o f  A l a s k a  
c a n n o t  c o n t r o l  t h e  p r i c e  o f  o i l .  What we c an  and  mus t  c o n t r o l  i s  
t h e  amoun t  o f  p u b l i c  d e b t .

P r o p e r  s t e w a r d s h i p  o f  p u b l i c  d e b t  i n  A l a s k a  c an  be a c c o m p l i s h e d  
t h r o u g h  e n a c tm e n t  o f  l e g i s l a t i o n  c o v e r i n g  f o u r  d i s t i n c t  n e e d s .  
Taken  ' e p a r a t e l v ,  e a c h  c f  t h e  f o u r  b i l l s  b r i n g s  r e a s o n a b l e n e s s  t o  
a d i f f e r e n t  a s p e c t  o f  p u b l i c  d e b t .  But  v i ewed  a s  a w h o l e ,  t h i s  
l e g i s l a t i o n  p r o v i d e s  a p l a n  f o r  c o m p r e h e n s i v e  d e b t  managemen t  f o r  
t h e  f i r s t  t im e .  I t  a s s u r e s  t h a t  a l l  S t a t e - s u p p o r t e d  d e b t ,  wh i ch  
i s  any d e b t  p a i d  f rom t h e  S t a t e  g e n e r a l  f u n d ,  i s  s u b j e c t  t o  t h e  
c o n t r o l  c f  t h e  S t a t e  3cnd C omm i t t e e .  I t  i s  t h i s  t o t a ]  o f  S t a t e  
s u p p o r t e d  d e b t  w h i c h  t h e  r a t i n g  a g e n c i e s  l o o k  t c  i n  e s t a b l i s h i n g  
t h e  S t a t e ' s  c r e d i t  r a t i n g .

The f i r s t  b i l l ,  House  B i l ]  ' S 3 ,  p r o v i d e s  f c r  o r d e r l y  f i n a n c i a l  
managemen t  i n  t h e  e v e n t  c f  a d e f a u l t  by a m u n i c i p a l i t y  o f  i t s  
d e b t  o b l i g a t i o n s .  T h i s  l e g i s l a t i o n  p r o t e c t s  b o t h  i s s u e r s  c f  
p u b l i c  d e b t  in. A l a s k a  and c r e d i t o r s .

House B i l l  519 p r o v i d e s  f o r  t h e  l e a s e  f i n a n c i n g  o f  p u b l i c  
b u i l d i n g s  t h r o u g h  t h e  A l a s k a  S t a t e  Hou s i n g  A u t h o r i t y ,  a c t i n g  a s
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t h e  A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y .  The b i l l  g i v e s  t h e  S t a t e  
Bend Commi t t e e  c o n t r o l  o v e r  i s s u a n c e  o f  t h i s  d e b t  a s  w e l l  a s  d e b t  
o f  t h e  U n i v e r s i t y  o f  A l a s k a .

House B i l l  520 g i v e s  t h e  S t a t e  Bond Commi t t e e  c o n t r o l  o v e r  t h e  
t o t a l  amoun t  and m a t u r i t y  o f  m u n i c i p a l  s c h o o l  d e b t  t o  be 
r e i m b u r s e d  by t h e  S t a t e .  The i n v e s t m e n t  commun i t y  n e e d s  t o  s e e  
some c o n t r o l  on t h i s  f a s t - g r o w i n g  p a r t  o f  S t a t e  s u p p o r t e d  d e b t .

The f o u r t h  b i l l ,  House B i l l  521 p l a c e s  a l i m i t  on t h e  i s s u a n c e  o f  
g e n e r a l  o b l i g a t i o n  d e b t  by m u n i c i p a l i t i e s .  Even w i t h  t h i s  l i m i t  
some m u n i c i p a l i t i e s  i n  A l a s k a  w i l l  h a ve  some o f  t h e  h i g h e s t  d e b t  
r a t i o s  i n  t h e  U n i t e d  S t a t e s .  T h i s  l e g i s l a t i o n  d e e s  n o t  l i m i t  t h e  
a b i l i t y  t o  i s s u e  r e v e n u e  b o n d s .

As b a c k g r o u n d ,  A l a s k a ' s  comb ined  d e b t  ( S t a t e ,  m u n i c i p a l  and
s c h o o l  d i s t r i c t )  t h r o u g h  t h e  i s s u a n c e  o f  g e n e r a l  o b l i g a t i o n  bon d s
was $ 2 . 9  b i l l i o n  a s  o f  J u n e  30 ,  1985.  T h a t  amoun t s  t o  a b o u t  
$5 , 5 00  p e r  A l a s k a n .  When t h e  amoun t  o f  G.C.  Bond d e b t  f o r  
v e t e r a n s '  h o u s i n g  i s  i n c l u d e d  i n  t h e  t o t a l ,  A l a s k a ' s  p e r  c a p i t a  
d e b t  l o a d  i s  $ 7 , COO.

T h a t  d e b t  i s  m a n a g e a b l e ,  b u t  i t  t a k e s  p l a n n i n g .  The S t a t e  o f
A l a s k a  h a s  n o t  had a bond  a u t h c r i ? . a t i o n  s i n c e  1980.  Y e t ,  t h e  p e r  
c a p i t a  i n t e r e s t  cn t h e  S t a t e ' s  g e n e r a l  o b l i g a t i o n  bond d e b t  i s  2C 
t i m e s  t h e  n a t i o n a l  a v e r a g e .  S t a t e  p o l i c y  l i m i t s  d e b t  s e r v i c e  t o  
f i v e  p e r c e n t  o f  u n r e s t r i c t e d  r e v e n u e s ,  b u t  t h a t  r a t i o  i s  a b o u t  10 
p e r c e n t  now and c o u l d  c l im b  t o  16 p e r c e n t  by f i s c a l  y e a r  1989.

A g a i n ,  t h i s  i s  a r e s u l t  c f  a c o m b i n a t i o n  o f  f a o t c i . s .  Wor ld c i l  
m a r k e t s  h a ve  s e r i o u s l y  e r o d e d  t h e  r e v e n u e  A l a s k a  r e c e i v e s  f rom 
o i l  and g a s  p r o d u c t i o n .  At t h e  same t i m e ,  A l a s k a  v o t e r s  h a ve  
a u t h o r i z e d  new d e b t s ,  i n c l u d i n g  $325 . 0  m i l l i o n  i n  s c h o o l  
c o n s t r u c t i o n  bon d s  s o  f a r  i n  f i s c a l  y e a r  1985 a l o n e .  T h a t  
t r a n s l a t e s  i n t o  a p o s s i b l e  30 p e r c e n t  i n c r e a s e  i n  S t a t e
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r e im b u r s e m e n t  f o r  l o c a l  s c h o o l  d e b t — add ed  c o s t s  wh i ch  show up i n  
t h e  S t a t e  o p e r a t i n g  b u d g e t .

T he s e  and o t h e r  c o n s t r u c t i o n  cc i r j r . i tment s  a r e  v i ew ed  by t h e  
n a t i o n ' s  f i n a n c i a l  m a r k e t s  i n  d i f f e r e n t  way s .  On one  h a n d ,  
A l a s k a ' s  r a t i n g  a g e n c i e s  know t h i s  i s  a u n i q u e  s t a t e ,  w i t h  
e no rmous  p o t e n t i a l  f o r  g e n e r a t i n g  p u b l i c  r e v e n u e s  and  a y ou ng ,  
dy n am ic  w o r k f o r c e ;  on t h e  o t h e r  h a n d ,  t h e  r a t i n g  a g e n c i e s  l o o k  a t  
a l l  o f  A l a s k a ' s  d e b t  t o g e t h e r ,  a n a  w h i l e  t h e y  a r e  c o n c e r n e d  a b o u t  
how much we b o r r ow ,  t h e y  a r e  mer e c o n c e r n e d  v h a t  A l a s k a  h ave  
c o n t r o l s  on t h e  g r ow t h  o t  d e b t  s t a t e w i d e .

To t a c k l e  t h a t  i s s u e ,  G ov e r n o r  S h e f f i e l d  i s  a s k i n g  t h e  L e g i s l a ­
t u r e  t o  t a k e  t h e  f o l l o w i n g  i n i t i a t i v e s :

° F o r  s c h o o l  c o n s t r u c t i o n ,  h o n o r  a l l  e x i s t i n g  d e b t  ( a s  o f
March 31 , 1986) u n d e r  t h e  c u r r e n 1, 30 p e r c e n t  r e i m b u r s e ­
men t  l aw ,  and l i m i t  t h e  g r ow t h  o f  f u t u r e  S t a t e
r e im b u r s e m e n t  t o  $10 m i l l i o n  p e r  y e a r  f o r  s c h o o l  
c o n s t r u c t i o n  i n  t h e  f u t u r e .

c S e t  s t a n d a r d s  fo ' :  s c h o o l  c o n s t r u c t i o n  t o  g u a r a n t e e  me r e
s c h o o l s  c an  be b u i l t  w i t h  t h e  f u n d s  a v a i l a b l e .

0 R e imbu r s e  100 p e r c e n t  o f  p r i n c i p a l  o n l y  f o r  bo nd s
a u t h o r i z e d  a f t e r  A p r i l  1,  1986 .  T h i s  w i l l  e n c o u r a g e  
l o c a l  d i s t r i c t s  t o  s hop  f o r  t h e  l ow e s t  i n t e r e s t  r a t e s .

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

D e s i g n a t e  t h e  A l a s k a  S t a t e  Hou s i n g  A u t h o r i t y ,  a c t i n g  a s  
t h e  A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y ,  a s  t h a  i s s u e r  o f  
l e a s e  r e v e n u e  bon d s  t c  f i n a n c e  p u b l i c  b u i  . d i n g s .  T h i s
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c h an ge  was r ecommended by a c i t i z e n s  t a s k  f o r c e  
a p p o i n t e d  by t h e  G o v e r n o r  t c  s t u d y  t h e  i s s u e  i n  1985.

D e s i g n a t e  t h e  S t a t e  Bond Comm i t t e e  a s  o v e r s e e r  o f  l e a s e  
r e v e n u e  bond i s s u e s  and t h e  t o t a l  o f  S t a t e  
r e im b u r s e m e n t  f o r  s c h o o l  d e b t  ( a f t e r  March 31,  1986 ) .
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D E B T  M A N A G E M E N T  PLAN

Q u e s t i o n s  and Answe rs

QUESTION: Why do we need  a d e b t  management  j a c k a g e ?

ANSWER: The S t a t e  h a s  a c h i e v e d  a AA r a t i n g  f o r  i t s  g e n e r a l
o b l i g a t i o n  d e b t .  Howeve r ,  t h e  b u r d e n  o f  p a y i n g  t h e  S t a t e ' s  d e b t  
be comes h e a v i e r  a s  r e v e n u e s  s h r i n k .  Now, w i t h  o i l  p r i c e s  
f a l l i n g ,  t h e  S t a t e  mus t  d e m o n s t r a t e  t c  t h e  r a t i n g  a g e n c i e s  t h a t  
i t  h a s  t h e  p r o c e d u r e s ,  c h e c k s ,  a nd  b a l a n c e s  n e c e s s a r y  t o  manage 
i t s  d e b t  o b l i g a t i o n s ,  i f  t h e  S t a t e  i s  t o  r e t a i n  i t s  h i g h  c r e d i t  
r a t i n e .

QUESTION: Why d e e s  t h e  S t a t e  h av e  t o  be  c o n c e r n e d  a b o u t  l e a s e -
p u r c h a s e  f i n a n c i n g ,  U n i v e r s i t y  o f  A l a s k a ,  and  m u n i c i p a l  s c h o o l  
d e b t ?  (HE 519,  HB 520)

ANSWER: A l l  o r  a m a j o r  p o r t i o n  o f  t h e  p a ymen t s  or. t h i s  d e b t  ccir.e
f rom t h e  S t a t e ' s  g e n e r a l  t u n d .  The s e  t y p e s  o f  d e b t  o b l i g a t i o n s  
a r e  r e f e r r e d  t o  a s  S t a t e  s u p p o r t e d  d e b t .  The t o t a l  o f  S t a t e  
s u p p o r t e d  d e b t  and  S t a t e  g e n e r a ]  o b l i g a t i o n  d e b t  i s  t h e  f i g u r e  
t h a t  M c c d y ' s  and S t a n d a r d  ar.d P e e r ' s  u s e s  a s  t h e  m e a s u r e  o f  t h e  
S t a t e ' s  d e b t  b u r d e n .  As J u n e  30,  1985,  t h i s  t o t a l  was 
$ 1 , 6 1 0 . 3  m i l l i o n ,  o f  wh i ch  l e s s  t h a n  h a l f ,  $752 . 7  m i l l i o n ,  was 
S t a t e  g e n e r a l  o b l i g a t i c r .  d e b t .  Ever, t h e  S t a t e ' s  s h a r e  o f  s c h c c l  
d e b t  a l o n e ,  $753 .6  m i l l i o n ,  e x c e e d e d  S t a t e  g e n e r a l  o b l i g a t i o n  
d e b t .
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1 .

QUESTION: Why s h o u l d  t h e  S t a t e  s e e k  t o  l i m i t  m u n i c i p a l  d e b t
g e n e r a l l y ?  (HB 521)

ANSWER: B e c a u s e  o f  h i g h  l e v e l s  o f  S t a t e  s u p p o r t  t o  m u n i c i p a l ­
i t i e s ,  t h e y  may be  t e m p t e d  t o  i s s u e  more  d e b t  t h a n  t h e y  c o u l d  
r e a s o n a b l y  e x p e c t  t a x  p a y e r s  t o  s u p p o r t  w i t h o u t  t h e  S t a t e  a i d .  
Wi t h  S t a t e  r e v e n u e s  d e c l i n i n g ,  S t a t e  s u p p o r t  f o r  m u n i c i p a l i t i e s  
e v e n t u a l l y  may s u f f e r  b u d g e t  c u t s  a l o n g  w i t h  o t h e r  p r o g r a m s .  The 
S t a t e  n e e d s  t o  i n s u r e  t h a t  s u c h  d e v e l o p m e n t s  do n o t  c r e a t e  
a v o i d a b l e  f i n a n c i a l  d i f f i c u l t i e s  f o r  m u n i c i p a l i t i e s .

QUESTION: I s  one  r e a s o n  f o r  t h e  S t a t e ' s  c o n c e r n  w i t h  m u n i c i p a l
d e b t  l e v e l s  t h a t  m u . i i c i p a l  c r e d i t  r a t i n g s  a f f e c t  t h e  S t a t e ' s  
r a t i n g s ?  (HB 521)

ANSWER: No. The S t a t e ' s  r a t i n g  i s  n o t  a f f e c t e d  by t h e  r a t i n g  o f
any  o r  a l l  m u n i c i p a l i t i e s .  Even a  m u n i c i p a l  f i n a n c i a l  em e r g e n c y  
o r  d e f a u l t  wou ld  n o t  o r d i n a r i l y  a f f e c t  t h e  S t a t e ' s  r a t i n g .  
However ,  a n eme rg en cy  o r  d e f a u l t  wou ld  be l i k e l y  t o  t a r n i s h  a i l  
A l a s k a  i s s u e r s  s omewha t ,  much a s  t h e  New York C i t y  d e f a u l t  
a f f e c t e d  a l l  m iun i c i p a l  d e b t  i s s u e r s  and  t h e  WPPSS (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  power  s u p p l y  
i s s u e s .  T h i s  c o u l d  s i g n i f i c a n t l y  r a i s e ,  f o r  some p e r i o d  o f  t i m e ,  
t h e  i n t e r e s t  r a t e s  t h e  S t a t e  and o t h e r  m u n i c i p a l i t i e s  h a ve  t o  p a v  
or-, b o n d s .

QUESTION: I s  t h e  WFPSS (Whoops) s ynd rome  t h e  r e a s o n  r o r  t h e
i n t r o d u c t i o n  o f  t h e  M u n i c i p a l  F i n a n c i a l  Emergency Commi ss ion  
l e g i s l a t i o n ?  (HB 2S3)

ANSWER: I t ' s  one  r e a s o n .  Howeve r ,  a more i m p o r t a n t  r e a s o n  i s  t o
e s t a b l i s h  a mechan i sm t h a t  e n s u r e s  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  o f  a m u n i c i p a l  f i n a n c i a l  c r i s i s  so t h a t  p r o v i s i o n  o f  
p u b l i c  s e r v i c e s  i s  im p e d e d . U n l i k e  r . u c l e a r  power  p l a n t s ,  
m u n i c i p a l i t i e s  car . r . c t  be m o t h b a l l e d .  A mechan i sm f o r
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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  a l s o  p r o v i d e s  a v a l u a b l e  
a s s u r a n c e  t o  b end  b u y e r s .

QUESTION: What i s  t h e  S t a t e ' s  d e b t  c a p a c i t y  and  how i s  i t
d e t e rm i n e d ?

ANSWER: I n  r e c e n t  y e a r s ,  t h e  S t a t e ' s  d e b t  p o l i c y  h a s  b e e n  t h a t
t h e  S t a t e  h ad  c a p a c i t y  t o  i s s u e  a d d i t i o n a l  g e n e r a l  o b l i g a t i o n  
d e b t  i f  t h e  d e b t  s e r v i c e  on t h e  new b o n d s ,  comb ined  w i t h  t h e  d e b t  
s e r v i c e  on o u t s t a n d i n g  b o n d s ,  wou ld  n o t  e x c e e d  5 p e r c e n t  o f  t h e  
S t a t e ' s  u n r e s t r i c t e d  r e v e n u e s .  5 p e r c e n t  i s  a l e v e l  wh i ch  few 
s t a t e s  w i t h  a AA c r e d i t  r a t i n g  e x c e e d .

QUESTION: What i s  t h e  c u r r e n t  l e v e l  o f  d e b t  s e r v i c e  r e l a t i v e  t o
u n r e s t r i c t e d  r e v e n u e s ?

ANSWER: C o n s i d e r i n g  o n l y  S t a t e  g e n e r a l  o b l i g a t i o n  b o n d s ,  t h e
l e v e l  f o r  f i s c a l  y e a r  1987 i s  5 .7%.  However ,  i n c l u s i o n  o f  a l l  
S t a t e  s u p p o r t e d  d e b t  wh i ch  t h e  r a t i n g  a g e r c i e s  l oo k  a t  b o o s t s  t h e  
p e r c e n t a g e  t c  ] ] . ? % .  F a l l i n g  S t a t e  r e v e n u e s  w i l l  p u s h  t h e  d e b t  
s e r v i c e  t c  a l e v e l  o f  16.4% o f  r e v e n u e s  i n  f i s c a l  y e a r  1989.

QUESTION: Does t h i s  mean t h e  S t a t e  c a n ' t  i s s u e  any more d e b t  i n
t h e  n e a r  f u t u r e ?

ANSWER: No. I n  t h e  f i r s t  p l a c e ,  t h e  S t a t e  c o u l d  i s s u e  a d d i t i o n ­
a l  d e b t  i f  i t  we r e  w i l l i n g  t o  s a c r i f i c e  i t s  c r e d i t  r a t i n g  and 
t h a t  o f  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 ,  whose r a t i n g s  
g e n e r a l l y  a r e  t i e d  t o  t h e  S t a t e ' 5 .  More t o  t h e  p o i n t ,  a d d i t i o n a l  
i s s u a n c e  i n  mod e s t  amoun t s  w i t h  =. AA r a t i n g  m i g h t  be p o s s i b l e  i f  
t h e  r a t i n g  a g e n c i e s  we r e  a s s u r e d  t o t a l  d e b t  o b l i g a t i o n s  w i l l  
r em a i n  l i m i t e d .  The l i m i t s  and  c o n t r o l s  i n  G ov e r n o r  S h e f f i e l d ' s  
d e b t  management  p a c k a g e  a r e  an e s s e n t i a l  s t e p  i n  p r o v i d i n g  t h e s e  
a s s u r a n c e s .
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QUESTION: What h a p p e n s  t o  t h e  S t a t e ' s  r e im b u r s e m e n t  o f  m u n i c i p a l
s c h o o l  d e b t  t h a t  was a u t h o r i z e d  l a s t  f a l l ?  (HB 520)

ANSWER: T h a t  d e b t  and a l l  m u n i c i p a l  s c h o o l  d e b t  a u t h o r i z e d
b e f o r e  A p r i l  1,  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  l aw .  
T h i s  means S t a t e  r e im b u r s e m e n t  f o r  t h a t  d e b t  w i l l  be u n d e r  t h e  
c u r r e n t  f o rm u l a  o f  80% o f  p r i n c i p a l  and  i n t e r e s t .

QUESTION: Does t h e  G o v e r n o r ' s  b u d g e t  c o n t a i n  t h e  f u n d s  n e c e s s a r y
f o r  t h e  S t a t e  t o  r e i m b u r s e  t h e  g r a n d f a t h e r e d  b on d s ?  (HB 520)

ANSWER: The amoun t  r e q u i r e d  i s  c o n t a i n e d  i n  t h e  D e p a r tm e n t  o f
E d u c a t i o n ' s  f i s c a l  n o t e  f o r  HB 520.  The e s t i m a t e d  amoun t  
r e q u i r e d  f o r  s e a l  y e a r  1987 i s  $43 m i l l i o n .  The Gov e r n o r  p l a n s  
t c  s u p p o r t  t h e  $43 m i l l i o n  a p p r o p r i a t i o n  i f  t h e  l e g i s l a t i o n  i s  
p a s s e d .

QUESTION: How much a d d i t i o n a l  s c h o o l  d e b t  c o u l d  be r e i m b u r s e d  by
t h e  S t a t e  u n d e r  HP 520?

ANSWER: HB 520 wou ld  p e r m i t  S t a t e  r e im b u r s em e n t  o f  $10 m i l l i o n
p e r  y e a r  f o r  d e b t  a u t h o r i z e d  a f t e r  March 31,  1986.  S i n c e  t h e  
l e g i s l a t i o n  e s t a b l i s h e s  r e im b u r s e m e n t  a t  100% o f  p r i n c i p a l  and  
r e q u i r e s  t h e  d e b t  t o  h ave  a 10 y e a r  t e rm  ar.c c o n s t a n t  p r i n c i p a l  
p a ym e n t s ,  t h e  $10 m i l l i o n  S t a t e  r e im b u r s e m e n t  c o u l d  s u p p o r t  a s  
much a s  $100 m i l l i o n  i n i t i a l l y .

QUESTION: Hew d o e s  1CG% o f  p r i n c i p a l  compa re  t o  30% o f  p r i r c i p a l
and i n t e r e s t ?  (H5 520)

ANSWER: I t  d e p e n d s  cn how much t h e  i n t e r e s t  i s  i n  r e l a t i o n  t o
p r i n c i p a l ,  wh i c h  d e p e n d s  on t h e  i n t e r e s t  r a t e s  a t  t h e  t im e  t h e  
bond s  a r e  s o l d .  At c u r r e n t  i n t e r e s t  r a t e s ,  300^ o f  p r i n c i p a l  i s  
a p p r o x i m a t e l y  39% o f  t h e  c u r r e n t  f o rm u l a  f c r  r e im b u r s e m e n t  (80% 
o f  p r i n c i p a l  and  i n t e r e s t ) .  T h u s ,  t h e  new f o rm u l a  wou ld  p r o v i d e
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r e im b u r s e m e n t  a t  a l e v e l  a b o u t  11% l e s s  t h a n  c u r r e n t  
r e i m b u r s e m e n t .  100% o f  p r i n c i p a l  wou ld  r e p r e s e n t  a p p r o x i m a t e l y  
71% o f  t c t a l  p r i n c i p a l  and  i n t e r e s t .

QUESTION: How w i l l  i t  be  d e c i d e d  wha t  m u n i c i p a l  s c h o o l  d e b t
r e c e i v e s  r e im b u r s e m e n t  i f  t h e  $10 m i l l i o n  l i m i t  o t h e r w i s e  wou ld  
b e  e x c e e d e d ?  (HB 520)

ANSWER: The D e p a r tm e n t  o f  E d u c a t i o n  w i l l  e s t a b l i s h  a p r i o r i t y
l i s t  b a s e d  on c r i t e r i a  s p e c i f i e d  by l aw .  P o r t i o n s  o f  s c h o o l  
c o n s t r u c t i o n  p r o j e c t  c o s t s  a l s o  may be deemed i n e l i g i b l e  f o r  
r e im b u r s e m e n t  b a s e d  on d e s i g n  s t a n d a r d s  and  r e g i o n a l  c o s t  
d i f f e r e n t i a l s  d e t e r m i n e d  by t h e  D e p a r tm e n t  o f  T r a n s p o r t a t i o n  ar.d 
P u b l i c  F a c i l i t i e s .  F i n a n c i n g  c o s t s  w i l l  n o t  be e l i g i b l e  f o r  
r e im b u r s e m e n t .  S t a t e  r e i m b u r s e m e n t  w i l l  be r e d u c e d  f u r t h e r  by 
t h e  i n t e r e s t  e a r n e d  cn bond p r o c e e d s ,  e x c e p t  a r b i t r a g e  wh i c h  
wou ld  h ave  t o  be  p a i d  t o  t h e  f e d e r a l  g o v e r nm en t  u n d e r  p e n d i n g  
c o n g r e s s i o n a l  l e g i s l a t i o n .  T h e s e  l i m i t a t i c r . s  w i l l  s p r e a d  
i n c r e a s i n g l y  s c a r c e  S t a t e  d o l l a r s  f u r t h e r  and  e n a b l e  t h e  S t a t e  t o  
s u p p o r t  more  s c h o o l s  u n d e r  t h e  $10 m i l l i o n  l i m i t .

CUESTIGN: Why i s  t h e  l i m i t  s e t  a t  o n l y  $10 m i l l i o n ?  (HB 520)

ANSWER: T h e r e  h a s  b e en  an e x p l o s i o n  o f  a u t h o r i z a t i c r .  o f
m u n i c i p a l  s c h c c l  d e b t .  Be twee n  O c t o b e r  1, 1985,  and March 31,  
1986 ,  t o t a l  m u n i c i p a l  s c h o o l  d e b t  r e c e i v i n g  v o t e r  a p p r o v a l  i s  
e x p e c t e d  t o  e x c e e d  S350 m i l l i o n .  T h i s  wou ld  r e p r e s e n t  an  
i n c r e a s e  o f  a l m o s t  50% ir .  s i x  mon th s  o v e r  t h e  $739 m i l l i o n  s c h o o l  
d e b t  o u t s t a n d i n g  a s  o f  J u n e  30,  19S5.  I t  i s  t h i s  e x p l o s i o n  wh i ch  
w i l l  p r o p e l  S t a t e  p a ymen t s  f o r  d e b t  s e r v i c e  t o  o v e r  16% c f  S t a t e  
r e v e n u e s  by f i s c a l  y e a r  19S9.

QUESTION: Car  t h e  l i m i t  be  r e v i s e d ?  (HB 520)
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ANSWER: C e r t a i n l y  t h e  l i m i t  c o u l d  b e  amended by l aw i n  f u t u r e
l e g i s l a t i v e  s e s s i o n s .  A r e p o r t  t o  t h e  1988 s e s s i o n  o f  t h e  
l e g i s l a t u r e  by t h e  D e p a r tm e n t  o f  E d u c a t i o n  on s c h o o l  c o n s t r u c t i o n  
n e e d s  i s  r e q u i r e d  i n  s e c t i o n  17 o f  HB 520.  T h i s  wou ld  be  an 
a p p r o p r i a t e  t im e  t o  c o n s i d e r  a r e v i s i o n .  As an  a l t e r n a t i v e ,  t h e  
S t a t e  bond c om m i t t e e  may r e v i s e  t h e  l i m i t  a t  a ny  t im e  i n  l i g h t  o f
S t a t e  c r e d i t  c o n d i t i o n s ,  s c h o o l  r e q u i r e m e n t s ,  o r  any  o t h e r
r e a s o n .

QUESTION: W i l l  t h e  S t a t e  Bond Commi t t e e  d e c i d e  wh i ch  s c h o o l s
r e c e i v e  f u n d i n g ?  (HB 520)

ANSWER: No. T h i s  w i l l  be  d e t e r m i n e d  s o l e l y  by t h e  D e p a r tm e n t  o f
E d u c a t i o n  i n  e s t a b l i s h i n g  t h e  p r i o r i t y  l i s t .  The S t a t e  Bond 
Comm i t t e e  v / i l l  be  c o n c e r n e d  o n l y  w i t h  t h e  c r e d i t  i m p l i c a t i o n s  f o r
t h e  S t a t e  o f  t h e  t o t a l  amoun t  o f  r e im b u r s em e n t  t o  be p a i d .

QUESTION: What i s  l e a s e - p u r c h a s e  f i n a n c i n g ?  (Hb 519)

ANSWER: L e a s e - p u r c h a s e  f i n a n c i n g  c o n s i s t s  o f  d e b t  o b l i g a t i o n s
i s s u e d  by a p r i v a t e  d e v e l o p e r  o r  S t a t e  a g e n c y  t o  f i n a n c e  t h e  
c o n s t r u c t i o n  o r  a c q u i s i t i o n  o f  f a c i l i t i e s  w h i c h  a r e  l e a s e d  t o  t h e  
S t a t e .  The l e a s e  p a ymen t s  made by t h e  S t a t e  a r e  i n  an amoun t  and 
d u r a t i o n  w h i c h  i s  e q u a l  t o  t h e  p r i n c i p a l  ar.d i n t e r e s t  p a ymen t s  on 
t h e  d e b t  o b l i g a t i o n .  The d e b t  o b l i g a t i o n  may t a k e  t h e  f o rm o f  a 
r e v e n u e  bond o r  a c e r t i f i c a t e  o f  p a r t i c i p a t i o n  i n  r e n t  (CP o r  CCF 
a s  t h e y  a r e  s om e t im e s  c a l l e d ) .  At t h e  c o n c l u s i o n  o f  t h e  l e a s e ,  
t i t l e  t c  t h e  f a c i l i t y  g e n e r a l l y  p a s s e s  t o  t h e  S t a t e .

QUEST101 . Why i s  t h e  A ) a s k a  S t a t e  Hous i n g  A u t h o r i t y  (ASHA) 
d e s i g n a t e d  a s  t h e  i s s u e r  o f  a l l  l e a s e - p u r c h a s e  f i n a n c i n g  f o r  
S t a t e  f a c i l i t i e s ?  (HE 519)

ANSWEP: ASHA h a s  p r e v i o u s l y  i s s u e d  l e a s e  r e v e n u e  bond s  f o r  S t a t e
f a c i l i t i e s  and i s  t h e  c u r r e n t  l e s s o r  o f  t h e s e  f a c i l i t i e s  t o  t h e  
S t a t e .  The d e s i g n a t i o n  c f  a s i n g l e  a g e n c y  w h i c h  h a s  e x p e d i e n c e



ar.d t e c h n i c a l  e x p e r t i s e  i n  t h i s  a r e a  w i l l  imp r ov e  a c c o u n t a b i l i t y ,  
e f f i c i e n c y ,  and c o n t r o l  o f  t h e s e  t y p e s  o f  f i n a n c i n g .

QUESTION: Why wou ld  ASHA be  i s s u i n g  d e b t  u n d e r  t h e  name o f  t h e
A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y ?  (HB 519)

ANSWER: T h i s  name c h a n g e ,  a p p l i c a b l e  o n l y  t o  t h e  f i n a n c i n g  o f
p u b l i c  b u i l d i n g s ,  w i l l  imp r ov e  t h e  m a r k e t a b i l i t y  o f  t h e  d e b t .
The a l t e r n a t e  name a v o i d s  c o n f u s i o n  a b o u t  t h e  i s s u e r  and d e b t  
s i n c e  mo s t  s t a t e  h o u s i n g  a u t h o r i t i e s  i s s u e  d e b t  o n l y  f o r  t h e  
p r o v i s i o n  o f  low and  m o d e r a t e  income h o u s i n g .  The name c h an ge  
h e l p s  r e c o g n i z e  t h e  h i g h e r  c r e d i t  s t a n d i n g  a c c o r d e d  d e b t  w h i c h  i s  
s e c u r e d  by p a ymen t s  f rom a s t a t e  g o v e r nm en t  f o r  l e a s e s  r a t h e r  
t h a n  f rom p r i v a t e  i n d i v i d u a l s  f o r  r e n t .

QUESTION: What became o f  t h e  S t a t e  O f f i c e  Complex F i n a n c i n g  T a s k
F o r c e ?

ANSWER: The T a sk  F o r c e ,  a body o f  e x e c u t i v e  b r a n c h  o f f i c i a l s ,
two l e g i s l a t o r s ,  a nd  f i v e  members o f  t h e  p u b l i c  w i t h  s u b s t a n t i a l  
f i n a n c i n g  e x p e r i e n c e ,  h e l d  h e a r i n g s  i n  t h e  f a l l  c f  1935 and 
p r o d u c e d  a r e p o r t  t c  t h e  Gov e r n o r  wh i ch  i s  a v a i l a b l e  f rom t h e  
T r e a s u r y  D i v i s i o n  o f  t h e  D e p a r tm e n t  o f  Revenue .  HB 519 i m p l e ­
m en t s  t h e  r e c om m e n d a t i o n s  c o n t a i n e d  i n  t h a t  r e p o r t .

QUESTION: W i l l  ASHA be d e c i d i n g  wh a t  p u b l i c  b u i l d i n g s  w i l l  b e
b u i l t  o r  a c q u i r e d ?  (HB 519)

ANSWER: N c . Fach b r a r c h  c f  g o v e r nm en t  and t h e  U n i v e r s i t y  o f
A l a s k a  wou ld  d e c i d e  wh a t  f . . i l i t i e s  wou ld  be  b u i l t  o r  a c q u i r e d .  
The f a c i l i t i e s  wou ld  h a ve  t o  mee t  t h e  r e q u i r e m e n t s  ar.c s p e c i - ;  c a ­
t i o n s  o f  e a c h  b r a n c h  o r  t h e  U n i v e r s i t y  b e f o r e  t h e  b r a n c h  o r  
U n i v e r s i t y  c o u l d  be e x p e c t e d  t o  e x e c u t e  t h e  l e a s e .  No f i n a n c i n g  
c an  o c c u r  w i t h o u t  an  e x e c u t e d  l e a s e .
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QUESTION: Does t h i s  mean e a c h  b r a n c h  o r  t h e  U n i v e r s i t y  c a n  e n t e r
i n t o  l e a s e - p u r c h a s e  f i n a n c i n g s  w i t h o u t  l e g i s l a t i v e  a p p r o v a l  o r  
a p p r o v a l  by  law? (HB 519)

ANSWER: Ye s .  However ,  t h e  a n n u a l  l e a s e  p a ymen t s  a r e  s u b j e c t  t o
a p p r o p r i a t i o n  by t h e  l e g i s l a t u r e  a s  a m a t t e r  o f  c o n s t i t u t i o n a l  
l aw .  HB 519 r e q u i r e s  l e a s e - p u r c h a s e  a g r e e m e n t s  t o  s t a t e  t h i s  
f a c t  so  t h a t  i t  i s  c l e a r  t o  a l l  p a r t i e s .  B e c a u s e  l e a s e  p a ymen t s  
a r e  s u b j e c t  t o  a p p r o p r i a t i o n ,  l e a s e - p u r c h a s e  f i n a n c i n g  i s  n o t  
d e b t  f r om t h e  s t a n d p o i n t  o f  t h e  S t a t e  C o n s t i t u t i o n .

QUESTION: Cou ld  l e g i s l a t i v e  a p p r o v a l  o r  a p p r o v a l  by l aw be
r e q u i r e d  o f  l e a s e - p u r  ; h a s e  f i n a n c i n g  by s t a t u t e ?  (HB 519)

ANSWER: A l a s k a  Supreme C o u r t  d e c i s i o n s  i n d i c a t e  t h a t  t h i s
p r o b a b l y  wou ld  v i o l a t e  t h e  s e p a r a t i o n  o f  r >wers d o c t r i n e  and  be 
u n c o n s t i t u t i o n a l .  L e g a l  q u e s t i o n s  c f  t h i -  c a l i b e r  c an  e a s i l y  
d e r a i l  d e b t  f i n a n c i n g s  b e c a u s e  b end  b u y e r s  w i l l  n o t  p u r c h a s e  d e b t  
w i t h  s u ch  u n c e r t a i n t i e s  a b o u t  i t .  To a c h i e v e  t h e  same p u r p o s e ,  
Go v e r n o r  S h e f f i e l d  h a s  p l e d g e d  t o  s e e k  l e g i s l a t i v e  a p p r o v a l  o f  
any  e x e c u t i v e  b r a n c h  l e a s e - p u r c h a s e  f i n a n c i n g s .  The o t h e r  
b r a n c h e s  and U n i v e r s i t y  m i g h t  be e x p e c t e d  t o  do t h e  same.

QUESTION: Why d e e s  t h e  S t a t e  Bend Comm i t t e e  n e ed  t o  a p p r o v e
l e a s e - p u r c h a s e  f i n a n c i n g s ?  (HB 519)

ANSWER: L e a s e - p u r c h a s e  f i n a n c i n g  i s  p a i d  f rom t h e  S t a t e  g e n e r a l
f und  a n d ,  a c c o r d i n g l y ,  i s  added i n t o  t h e  S t a t e ' s  d e b t  b u r d e n  by 
t h e  c r e d i t  r a t i n g  a g e n c i e s .  B e c a u s e  o f  t h i s ,  t h e  S t a t e  Bend 
Commi t t e e  n e e d s  t o  c o n t r o l  a s p e c t s  o f  s u ch  f i n a n c i n g s  wh i ch  c an  
a f f e c t  t h e  S t a t e ' s  c r e d i t  s t a n d i n g .  T h i s  c a n  i n c l u d e  su ch  t h i n g s  
a s  t h e  m a t u r i t i e s  o f  t h e  d e b t ,  n e ed  f o r  i n s u r a n c e ,  o r  t h e  t i m i n g  
o f  t.he s a l e .  The S t a t e  Bond Comm i t t e e  w i l l  n o t  be  c o n c e r n e d  ; r i t h  
p r o j e c t  j u s t i f i c a t i o n  o r  s p e c i f i c a t i o n .  T h i s  i s  t h e  same manne r

- 1 4 -



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

QUESTION: What m u n i c i p a l i t i e s  wou ld  be  f o r e s t a l l e d  f rom i s s u i r . c
a d d i t i o n a l  d e b t  u n d e r  HE 521?

ANSWER: The N o r t h  S l o p e  Borough  and  t h e  c i t y  o f  W r a n g e l l
c u r r e n t l y  h ave  g e n e r a l  o b l i g a t i o n  d e b t  e x c e e d i n g  7% o f  t h e  f u l l  
v a l u e  o f  t h e i r  p r o p e r t y  t a x  b a s e .  They wou ld  n o t  be  a b l e  t o  
i s s u e  a d d i t i o n a l  d e b t  u n t i l  t h e i r  t a x  b a s e  h a s  i n c r e a s e d  s u f f i ­
c i e n t l y  o r  o u t s t a n d i n g  d e b t  i s  p a i d  down.  The N o r t h  S l o pe  
Borough  s h o u l d  be a b l e  t o  i s s u e  a d d i t i o n a l  d e b t  a g a i n  w i t h i n  two 
y e a r s .  The c i t y  o f  Nenana wou ld  n o t  be  l i m i t e d  by t h e  c ap  due  co 
t h e  e x em p t i o n  i n  HB 521 f o r  s e l f - s u p p o r t i n g  d e b t  wh i ch  i s  i s s u e d  
a s  a g e n e r a l  o b l i g a t i o n  bond .  I s s u a n c e  o f  r e v e n u e  bonds  and 
r e f u n d i n g  b o n e s  a r e  n o t  l i m i t e d  by HB 521.

QUESTION: Why i s  t h e  l i m i t  s e t  a t  7%? (UB 521)

ANSWER: N a t i o n a l  med i a n s  t o r  m u n i c i p a l  g e n e r a l  o b l i g a t i o n  d e b t
a r e  i n  t h e  r a n g e  o f  3% t o  4*s c f  f u l l  v a l u e .  A h i g h e r  l e v e l  i s  
a p p r o p r i a t e  r o r  A l a s k a  b e c a u s e  t h e  economy i s  s t i l l  d e v e l o p i n g ,  
w i t h  s p u r t s  o f  r a p i d  g r ow t h  i n  p a r t i c u l a r  l o c a l i t i e s ,  i f  n o t  
s t a t e w i d e .  However ,  a l e v e l  s i g n i f i c a n t l y  above  wou ld  n o t  be 
an  e f f e c t i v e  l i m i t  o r  p r o v i d e  t h e  c r e d i t  m a r k e t s  any c o m f o r t  t h a t  
A l a s k a  i s  mana g i n g  i t s  d e b t .
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T o t a l  D e b t  S e r v i c e  &  L e a s e  P a y m e n t s
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D e b t  S e r v i c e  v s .  U n r e s t r i c t e d  R e v e n u e
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T o t a l  Deb t  S e r v i c e  & L e a s e  P aymen t s  
($ M i l l i o n s )

F i s c a l
Yea r S t a t e UA ASHA

77 41 . 9 1 . 5 9 . 9
78 50 .0 1 . 7 1 0 .1
79 60 . 0 1 . 7 1 0 .1
80 7 5 . 1 1 . 8 10.  1
81 97 . 6 2 . 2 1 0 . 0
82 97 . 5 2 . 3 1 0 . 0
83 143 .6 2 . 3 9 . 9
84 166 . 3 2 . 0 9 . 9
85 169 .5 2 . 0 9 . 9
86 163 .2 1 . 8 9 . 9
87 154 .9 1 .8 9 . 5
8b 147 .9 1 . 7 12 .5
89 135 .5 1 . 8 16 .5
90 120 .  3 1 . 7 15 .5
91 95 .5 1 . 7 15 .5
92 68 . 2 1 . 7 15 .5
93 5 9 . 7 1 . 7 15 .5
94 33 .9 1 . 5 11.  1
95 2 3 . 1 1 . 5 9 . 5
96 2 1 . 5 1 . 5 8 . 0
97 16 . 7 1 . 5 7 . 0
98 14 .4 1 . 5 7 . 0
99 9 . 0 1 . 5 7 . 0
00 2 . 6 1 . 5 6 . 0

C e r t i f i c a t e s  S c h oo l
o f  P a r t i c i p a t i o n  Debt
______ ( C e r t )   (Muni 1

0 9 . 0
0 * 11 .4
0 22 . 3
0 2 4 . 1
0 38 . 4
0 38 . 3
0 36 . 2
0 91 . 2

.1 92 . 8
3 . 0  105 .3
3 . 0  143 .0
5 . 1  146.1
5 . 1  15^
6 .0  IT :
6 . 0  11
6 .0  I K .
5 . 9  9 9 . 0
5 . 9  9 1 . 0
5 . 9  7 9 . 0
5 . 9  63 . 0
5 . 9  2 6 . 0
5 . 9  1 4 . 0
5 . 9  1 4 . 0
5 . 9  1 2 . 0



Debt  St. ‘ oe v s .  U n r e s t r i c t e d  Revenue  
($ M i l l i o n s )

F i s c a l  T o t a l  Deb t  U n r e s t r i c t e d  
Year  S e r v i c e  Revenue  P e r c e n t a g e
77 62 .4  874 .3  7.1%
78 73 .3  764 .9  9 . 6
79 9 4 . 1  1133 .0  8 . 3
80 111 .0  2501 .2  4 . 4
81 148 .2  3718 .2  4 . 0
82 148 .1  4108 .4  3 .6
83 192 .0  3631 .0  5 . 3
84 269 .5  3390 . 1  7 . 9
85 274 .3  3260 . 0  8 . 4
86 283 .2  3124 .6  9 . 1
87 312 .0  2718 .8  11 . 5
88 313 .0  2257 . 4  13 . 9
89 313 .0  2109 .1  14 . 8
90 2 76 .0  1980 .4  13.9
91 2 38 .0  1915 .5  12.4
92 2 01 .0  1874 .6  10 . 7
93 182 .0  1903 .7  9 . 6
94 143 .0  1881 .8  7 . 6
95 119 .0  1854 .9  6 .4
96 100 .0  1808 .2  5 . 5
97 5 7 .0  1820 .7  3 . 1
98 4 2 . 0  1812 .5  2 .3
99 3 7 . 0  1378 . 1  2 . 7
00 2 7 . 0  1106 .0  2 .4



D E P A R T M E N T  O F  COM 'K IT ' ' '  AN D  R E G I O N A L  A F F A I R S

S E V E N  P E R C E N T  C A P  P E R C E N T  C U R R E N T
F U L L  G .  0 .  7 *  C F  O F  G . C .  P E R C E N T

B o r o u g h V A L U E D E B T F U L L  V A L U E D E B T / C A P D E B T

A n c h o r a g e 5 1 5 , 7 5 5 , 4 1 1 , 0 0 0 . 0 0 $ 3 5 3 , 7 9 9 , 5 0 0 . 0 0 $ 1 , 1 0 2 , 3 7 8 , 7 7 0 . 0 0 3 2 . 5 3 3 2 . 2 3 3
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S t a t e  o f  A l a s k a

orricc or t h e  g c v c p n o q

• I U X B A U

J a n u a r y  2 7 ,  1986

The H o n o r a b l e  Ben G r u s s e n d o r f  
S p e a k e r  o f  t h e  House 
A l a s k a  S t a t e  L e g i s l a t u r e  
P .O.  Box V 
J u n e a u ,  AK 99811

Dear  R e p r e s e n t a t i v e  G r u s s e n d o r f :

Under  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  18 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I am t r a n s m i t t i n g  two b i l l s  t h a t  p r o v i d e  f o r  
im p r o v e d  s t a t e  d e b t  managemen t .  One r e l a t e s  t o  c o n t r o l  o f  
s t a t e - s u p p o r t e d  s c h o o l  d e b t ,  t h e  o t h e r  t o  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 t h e  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 .

The se  two  b i l l s  a r e  e a c h  c o r n e r s t o n e s  o f  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  t o  m o n i t o r  and  c o n t r o l  more  e f f e c t i v e l y  
t h e  i s s u a n c e  o f  d e b t  i n s t r u m e n t s  t h a t  h a r b o r  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  f o r  t h e  s t a t e .  (Some c i t a t i o n s  i n  e a c h  
b i l l  a r e  t o  p r o v i s i o n s  i n  t h e  o t h e r  b i l l .  The two work
t o g e t h e r . )  A l a s k a ’ s r e m a r k a b l e  w e a l t h  h a s  f a c i l i t a t e d
t r em e n d o u s  e c o n om i c  g r ow t h  i n  a l l  a r e a s  o f  t h e  s t a t e ' s  
economy and  a t  a l l  l e v e l s  o f  g o v e r n m e n t .  Many o f  t h e s e
wo r t h y  p r o j e c t s  a nd  p r o g r am s  have  b e e n  f u n d e d  d i r e c t l y  by 
t h e  s t a t e .  I n  o t h e r  i n s t a n c e s ,  h ow e v e r ,  f u n d i n g  h a s  b e e n  
o b t a i n e d  t h r o u g h  t h e  i s s u a n c e  o f  d e b t  i n s t r u m e n t s ,  e i t h e r  by 
t h e  s t a t e  o r  by  l o c a l  g o v e r n m e n t s .  Where  Gov e r nmen t  a c t i v i ­
t i e s  a r e  f u n d e d  t h r o u g h  t h e  i s s u a n c e  o f  d e b t ,  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  f o r  t h e  s t a t e  a s s um e s  c r i t i c a l
i m p o r t a n c e .  S im p ly  s t a t e d ,  a c t i o n s  d e t r i m e n t a l  t o  t h e  
s t a t e ' s  c r e d i t  s t a n d i n g  a r e  i n j u r i o u s  t o  t h e  A l a s k a  economy.

U n l i k e  p a s t  y e a r s ,  we a p p r o a c h  an e r a  v / h e r e  t h e  s t a t e ' s  v a s t  
w e a l t h  i s  n o t ,  i n  and  o f  i t s e l f ,  s u f f i c i e n t  t o  s u p p o r t  a 
f a v o r a b l e  c r e d i t  r a t i n g .  I n  my d i s c u s s i o n s  w i t h  r e p r e s e n ­
t a t i v e s  o f  t h e  n a t i o n a l  f i n a n c i a l  c ommun i t y ,  t h e  c o n s t a n t  
theme s t a t e d  was t h e  n e ed  f o r  A l a s k a  t o  d e m o n s t r a t e  i t s  
a b i l i t y  t o  e f f e c t i v e l y  manage i t s  r e s o u r c e s .  One 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  s t a t e  managemen t  i s  an e f f e c t i v e  
d e b t  managemen t  p r og r am .

Any d i s c u s s i o n  o f  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  
f o r  t h e  s t a t e  mus t  r e f l e c t  t h e  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  en compa s s ed  w i t h i n  t h e  t e r m  " s t a t e - s u p p o r t e d  
d e b t . "  I t  i s  c r i t i c a l  t o  b e a r  i n  m ind  t h a t  s t a t e  g e n e r a l  
o b l i g a t i o n  bond s  a r e  b u t  one t y p e  o f  d e b t  i n s t r u m e n t  t h a t  
a f f e c t s  t h e  s t a t e ' s  c r e d i t  s t a n d i n g .  The f i n a n c i a l  com­
m un i t y  a l s o  l o o k s  t o  e t h e r  r e c u r r i n g ,  l o n g - t e r m  f i n a n c i a l  
o b l i g a t i o n s  wh i ch  a r e  p a i d  f rom t h e  g e n e r a l  f u n d ,  s u ch  a s  
t h o s e  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 .  I n  a 
s i m i l a r  v e i n ,  t h e  s t a t e ' s  commi tment  t o  s u p p o r t  s c h o o l  d e b t  
i s s u e d  by m u n i c i p a l i t i e s  i s  a t y p e  o f  l o n g - t e r m  f i n a n c i a l  
c ommi tmen 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  mana gemen t  c o n c e r n s  mu s t  f u r t h e r  r e f l e c t  t h e  im p a c t  o f  
e x c e s s i v e  o r  i m p r o v i d e n t  m u n i c i p a l  d e b t  i s s u a n c e  on t h e  
s t a t e ' s  c r e d i t  s t a n d i n g .  I i n i t i a l l y  o b s e r v e  t h a t  r e s p o n ­
s i b l e  s t a t e  d e b t  management  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 ­
c l u d e  a d e g r e e  o f  s t a t e  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 ­
s u a n c e .  Wh i l e  I  am, o f  c o u r s e ,  c o g n i s a n t  and s u p p o r t i v e  o f  
t h e  p r e r o g a t i v e s  o f  l o c a l  g o v e r n m e n t ,  p r o b l em s  w i t h  
m u n i c i p a l  d e 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  t h e  s t a t e  a s  w e l l .  
For  t h a t  r e a s o n ,  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  t h a t  r e l a t e s  
r i r e c t i v  t o  t h e  i s s u a n c e  o f  m u n i c i p a l  d e b t .  L a s t  s e s s i o n  I 
p r o p o s e d  t h e  e s t a b l i s h m e n t  o f  a M u n i c i p a l  F i n a n c i a l  Emer ­
g e ncy  Commi s s i on  t o  a s s i s t  m u n i c i p a l i t i e s  t h a t  h a ve  d e ­
f a u l t e d  i n  b e nd ed  i n d e b t e d n e s s  (HB 2 93 ) .  I am a l s o  p r o p o s ­
i n g  l e g i s l a t i o n  t h a t  im po s e s  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  t o  i s s u e  g e n e r a l  o b l i g a t i o n  d e b t .  
As n o t e d  i n  t h e  t r a . n sm i . ~ t a l  l e t t e r s  a c c om p a n y i n g  e a c h  o f  
t h e s e  b i l l s ,  r e s p o n s i b l e  s t a t e  managemen t  o f  m u n i c i p a l  d e b t  
i s  n e c e s s a r y  t o  a s s u r e  t h e  c o n t i n u e d  i n v e s t m e n t  commun i t y  
s u p p o r t  o t  and c o n f i d e n c e  i n  m u n i c i p a l  and  s t a t e  d e b t  
i s s u e s .

The
a s s u
t
n i c h
♦- i
cppc  
gaur. 
on 
s t  a t  
ur . re

two b i l l s  a t t a c h e d  t o  t h i s  l e t t e r  t o d a y  a r e  i n t e n d e d  t o  
r e  p r o p e r  s t a t e  o v e r s i g h t  b e f o r e  t h e  s t a t e  e n t e r s  i n t o  
t y p e  o f  r e c u r r i r . c ,  l o n g - t e r m  f i n a n c i a l  c omm i tm en t s  t h a t  
t  h a v e  an im p a c t  on t h e  s t a t e ' s  c r e d i t  s t a n d i n g .  Where 
s t a t e  i s s u e s  g e n e r a l  o b l i g a t i o n  b o n d s ,  t h e  c o n s t i t u -  

a 1 r e q u i r e m e n t  o f  v 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  
r t u r . i  t y  f o r  t h e  e l e c t o r  a t e  and  f o r  e l e c t e d  o f f i c i a l s  t o  
e a n y  a d v e r s e  e f f e c t  t h a t  i s s u a n c e  o f  t h e  d e b t  ma;- h av e  
t h e  s t a t e .  Under  p r e s e n t  l aw,  h o w e v e r ,  r . a ' . t h e r  t h e  
u t c r y  r e im b u r s em e n t  f o rm u l a  f o r  s c h c c i  d e b t  n o r  t h e  
s t r i c t e c  a u t h o r i t y  t c  e n t e r  l e a s e - f i n a n c i n g  a a 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  mech an i sms  t o  a s s u r e  t h a t  s t a t e  c r e d i t  
i m p l i c a t i o n s  a r e  a d e q u a t e l y  a d d r e s s e d .  As t h e  d e c l i n e  o f  
a v a i l a b l e  r e v e n u e s  f u r t h e r  e x a c e r b a t e s  t h e  s e n s i t i v i t y  o f  
t h e  s t a t e ' s  c r e d i t  s t a n d i n g ,  i t  i s  o f  c r i t i c a l  i m p o r t a n c e  t o  
a s s u r e  t h a t  e a c h  p r o j e c t  i s  v i ewed  n o t  o n l y  on i t s  own 
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  how t h e  i s s u a n c e  o f  
a d d i t i o n a l  s t a t e - s u p p o r t e d  d e b t  w i l l  a f f e c c  b r o a d e r  s t a t e  
i n t e r e s t s .  I  b e l i e v e  t h a t  t h e s e  two b i l l s  o f f e r  a r e s p o n ­
s i b l e  way o f  m e e t i n g  t h e  n e e d s  o f  t h e  s t a t e  t o  o b t a i n  o f f i c e  
f a c i l i t i e s  an d  o f  m u n i c i p a l i t i e s  t o  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 way t h a t  b e s t  p r e s e r v e s  t h e  
s t a t e ' s  f a v o r a b l e  c r e d i t  s t a n d i n g .

I .
The s h o r t e r  b i l l  im p l em e n t s  t h e  r e c om m e n d a t i o n s  o f  t h e  S t a t e  
O f f i c e  l _ m p l e x  F i n a n c i n g  Ta sk  F o r c e ,  a body whose  m embe r s h i p  
b r o u g h t  t o g e t h e r  t h e  v i ew s  o f  e x e c u t i v e - b r a n c h  o f f i c i a l s ,  
two l e g i s l a t o r s ,  and s e v e r a l  members o f  t h e  p u b l i c  w i t h  
s u b s t a n t i a l  f i n a n c i n g  e x p e r t i s e .  The t a s k  f o r c e  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  t o  c o n s i d e r  t h e  mo s t  a p p r o p r i a t e  me th od  
t o  p r o v i d e  s t a t e  o f f i c e  f a c i l i t i e s  i n  t h e  m o s t  c o s t - e f f i ­
c i e 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  t h e  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 ,  t h e  t a s k  f o r c e  recommended t h e  
e n a c tm e n t  o f  l e g i s l a t i o n  t o  f a c i l i t a t e  t h e  a c q u i s i t i o n  o f  
s t a t e  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 r e e m e n t s .  
The b i l l  d e s i g n a t e s  t h e  A l a s k a  S t a t e  H o u s i n g  A u t h o r i t y  a s  
t h e  a p p r o p r i a t e  f i n a n c i n g  e n t i t y ,  b”t  p r o v i d e s  t h a t  when t h e  
a u t h o r i t y  i s s u e s  d e b t  f o r  t h i s  p u r p o s e ,  i t  do so a s  t h e  
A l a s k a  S t a t e  5 u i l d i n g  A u t h o r i t y .  The name c h a n g e  i s  i n ­
t e n d e d  t o  p r e v e n t  c o n f u s i o n  i n  n a t i o n a l  f i n a n c i n g  m a r k e t s .

S e c t i o n s  1, 6,  7 and  8 p r o v i d e  t h a t  t h e  u n i v e r s i t y  ar.d e a c h  
b r a n c h  o f  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  t o  
e n t e r  i n t o  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  t h e  A l a s k a  S t a t e  
Hous i ng  A u t h o r i t y  a c t i n g  a s  t h e  A l a s k a  S t a t e  B u i l d i n g  
A u t h o r i t y .  The s t a t e  h a s  p r e v i o u s l y  e x e c u t e d  l e a s e -  
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  l e a s e  a u t h o r i t y ,  a nd  
t h e s e  s e c t i o n s  a r e  t h u s  i n t e n d e d  t o  r emove  any  a n b i g u i t i e s  
r e g a r d i n g  t h e  l e g a l  a u t h o r i t y  t o  e n t e r  i n t o  l e a s ^ - f  i r . a n c i r . g  
a g r e e m e n t s .  The c o s t  o f  b u i l d i n g  a c q u i s i t i o n  o r  d e v e l o p m e n t  
would be  p r o v i d e d  by t h e  s a l e  o f  r e v e n u e  b o n d s  by t h e  A l a s k a  
S t a t e  B u i l d i n g  A u t h o r i t y .  I n  a l l  i n s t a n c e s ,  a ‘' e a s e -  
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 " e s  
t h r o u g h  t h e  r e q u i r e m e n t  t h a t  l e a s e  p a ym e n t s  be  s u b j e c t  t o  
a n n u a l  a p p r o p r i a t i o n .

Whi l e  t h e  b i l l  r e c o g n i z e s  t h e  d e s i r a b i l i t y  o f  t h e  l e a s e -  
f i r a r . c i n q  t e c h n i q u e ,  t h e  b i l l  a l s o  im p o s e s  e f f e c t i v e  d e b t
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managemTnt  c o n t r o l s .  F i r s t ,  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  t h e  A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y ,  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  and  c o n t i n u i t y  i n  t h e  
s t a t e ' s  l e a s e - f i n a n c i n g  p r o g r am s .

More i m p o r t a n t l y ,  s e c s .  9 — 16 e x p a nd  t h e  r e s p o n s i b i l i t i e s  
o f  t h e  s t a t e  bond c omm i t t e e  (AS 37.  15) t o  e n s u r e  t h a t  t h e  
b r o a d e r  c r e d i t  i m p l i c a t i o n s  a r e  a d e q u a t e l y  a s s e s s e d  b e f o r e  
t h e  s t a t . e  e n t e r s  i n t o  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  
s e c .  15,  f c r  e x am p l e ,  p r o p o s e d  AS 3 7 . 1 5 . 7 7 0  a u t h o r i z e s  t h e  
s t a t e  bond  c om m i t t e e  t o  r e v i ew  any  p r oDo s e d  l e a s e - f i n a n c i n g  
i n  d e t a i l  a nd  t o  p r o h i b i t  o r  c o n d i t i o n  t h e  s a l e  o f  t h e  d e b t  
i n s t r u m e n t s  i f  i t  i s  i n  t h e  b e s t  i n t e r e s t s  o f  t h e  s t a t e  t o  
do s o .

I o b s e r v e  t h a t  s e c .  8 o f  t h i s  b i l l  i s  s i m i l a r  t o  l e g i s l a t i o n  
t h a t  I  p r o p o s e d  l a s t  s e s s i o n  i n  t h e  wake o f  t h e  c o n t r o v e r s y  
s u r r o u n d i n g  t h e  An cho r a ge  O f f i c e  Compl ex .  The b i l l  p r o p o s e d  
l a s t  s e s s i o n  (HB 392 and t h e  i d e n t i c a l  S3 293) p r o v i d e d  f o r  
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 p r o v a l  b e f o r e  _ x e c u t i o n  o f  a 
l e a s e - f i n a n c i n g  a g r e e m e n t .  I n  t h e  t r a n s m i t t a l  l e t t e r  
a c c omp an y i n g  t h e  i n i t i a l  b i l l ,  d a t e d  A p r i l  19,  1985 (1985
H . J . ,  p .  1001 ,  and  1985 S . J . ,  p .  3 5 6 ) ,  I n o t e d  t h a t  t h e  p r o ­
v i s i o n  o f  p r o j e c t - s p e r i f i c  l e g i s l a t i v e  a p p r o v a l  p o s e d  s u b ­
s t a n t i a l  c o n s t i t u t i o n a l  p r o b l e m s .  E o t h  t h e  e - n s t i t u t i o n a l  
d o c t r i  .e o f  s e p a r a t i o n  o f  powe r s  a nd  t h e  cc  . 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  s p e c i a l  a nd  l o c a l  l e g i s l a t i o n  p l a c e  i n  
s e r i o u s  l e g a l  d o u b t  any  s t a t u t o r y  r e q u i r e m e n t  t o  s e e k  
p r o j e c t - s p e c i f i c  a p p r o v a l .  And p u b l i c  f i n a n c e  i s  t h e  w o r s t  
fo rum t o  i n t e r j e c t  s u c h  a s u b s t a n t i a l  l e g a l  u n c e r t a i n t y .  
A c c o r d i n g l y ,  t h e  p r e s e n t  b i l l  d o e s  n o t  p r o p o s e  p r o j e c t -  
s p e c i f i c  a p p r o v a l .  To do s o ,  i n  my v i e w ,  wou ld  i m p e r ­
m i s s i b l y  i n t r u d e  upon t h e  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  o f  
f u t u r e  g o v e r n o r s .  A l t h o u g h  I  b e l i e v e  i t  i n a p p r o p r i a t e  t o  
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  a s  a m a t t e r  o f  lav/ ,  I  
r e a f f i r m  my p e r s o n a l  commi tmen t  t o  s e e k  l e g i s l a t i v e  a p p r o v a l  
b e f o r e  t h e  e x e c u t i v e  b r a n c h  e n t e r s  i n t o  any  l e a s e - f i n a n c i n g
a c r e e m e n t .

The l o n g e r  o f  t h e s e  two b i l l r  t h a t  I am t r a n s m i t t i n g  mak^s  
s e v e r a l  c h a n c e s  t o  t h e  s t a t e ' s  s u p p o r t  c f  p u b l i c  s c h o o l  
c o n s t r u c t i o n . Mos t  n o t a b l e  o f  t h e  s i g n i f i c a n t  c h a n g e s  
p r o p o s e d  u n d e r  t h i n  h i l l  i s  a c ap  i s  p l a c e d  upon t h e  amoun t  
o f  m u n i c i p a l  d e b t  o b l i g a t i o n s  f o r  w h i c h  t h e  s t a t e  w i l l  
p 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  d ^ b t  t o  
f i n a n c e  s c h o o l  c o n s t r u c t i o n  w i l l  p a y  t h e  i n t e r e s t  c o s t s ,  
w h i l e  t h e  s t a t e  w i l l  p ay  t h e  p r i n c i p a l  i n  e q u a l  p a ymen t s  up
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t o  an a g g r e g a t e  amoun t  o f  $ 1 0 , 0 0 0 , 0 0 0  i n  a n y  y e a r  f o r  d e b t  
a p p r o v e d  by l o c a l  v o t e r s  a f t e r  March 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 ,  i n  a d d i t i o n  t o  i t s  m u n i c i p a l  
g r a n t  p r o g r am ,  t h r e e  f o rms  o f  a i d  f o r  s c h o o l  c o n s t r u c t i o n .  
Under  AS 1 4 . 1 1 . 0 1 0  a l l  s c h o o l  d i s t r i c t s  may a p p l y  t o  t h e  
D e p a r tm e n t  o f  E d u c a t i o n  f o r  an a p p r o p r i a t i o n  f o r  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 s  f o r  w h i c h  t h e  d e p a r t m e n t  may r e q u e s t ,  
i n  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  f rom t h e  l e g i s l a t u r e . 
I f  a n  a p p r o p r i a t i o n  f o r  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  i s  
made ,  t h e  s c h o o l  d i s t r i c t  may,  u n d e r  AS 1 4 . 1 1 . 0 2 0 ,  r e q u e s t  
t h e  a s s u m p t i o n  o f  t h e  s t a t e ' s  r e s p o n s i b i l i t y  t o  p l a n ,  
d e s i g n ,  a nd  c o n s t r u c t  t h e  p a r t i c u l a r  p r o j e c t .  The d e p a r t ­
men t  p r o v i d e s  f o r  t h e  a s s u m p t i o n  o f  t h e  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  t h e  s c h o o l  d i s t r 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  f o rm s  o f  s t a t e  a i d  f o r  
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  a r e  o n l y  a v a i l a b l e  t o  
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 a t e  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 ym en t s  i n  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  amendmen t s  made i n  c h .  78 ,  SLA 1985 ,  a r e  a t  l e a s t  80 
p e r c e n t .  The s t a t e  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  f o r  a t  
l e a s t  80 p e r c e n t  o f  i t s  c a s h  p a ymen t s  u s e d  f o r  s c h o o l  
c o n s t r u c t i o n .  To r e c e i v e  r e im b u r s e m e n t  o f  e i t h e r  d e b t  
s e r v i c e  o r  c a s h  p a y m e n t s ,  t h e  m u n i c i p a l i t y  mu s t  f i r s t  
q u a n t i f y  t h e  n e ed  f o r  t h e  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  t h e  p r o j e c t  and  an e s t i m a t e  o f  i t s  c o s t .  The D e p a r tm e n t  
o f  E d u c a t i o n  r e v i e w s  t h e  p r o j e c t  and i t s  j u s t i f i c a t i o n ,  a n d ,  
when a p p r o p r i a t e ,  g r a n t s  i t s  a p p r o v a l  o f  t h e  p r o j e c t  and  i t s  
e s t i m a t e d  c o s t s .  The n e x t  s t e p  i s  a p p r o v a l  o f  t h e  m u n i c i ­
p a l i t y ' s  v o t e r s  t o  s e l l  t h e  b o n d s .  I f  t h e  l o c a l  v o t e r s  
a p p r o v e  t h e  s a l e  o f  t h e  b o n d s ,  t h e  s t a t e  v / i l l  r e i m b u r s e  t h e  
c o s t s  o f  d e b t  s e r v i c e  by r e q u e s t i n g  money i n  e a c h  y e a r ' s  
b u d g e t .

T h e r e  a r e  s e v e r a l  w e a k n e s s e s  i n  t h e  s t a t e ' s  p r e s e n t  p r o g r am s  
o r  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 .

F i r s t ,  t h e r e  a r e  i n a d e q u a t e  p r o c e d u r e s  t o  e n s u r e  t h a t  t h e  
e s t i m a t e s  o f  p r o j e c t  j s t s  a r e  r e a s o n a b l e .  B e f o r e  1982,  t h e  
a d m i n i s t r a t i o n  o f  t h e  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 am  was 
s h a r e d  by t h e  D e p a r tm e n t  o f  E d u c a t i o n  and t h e  D e p a r tm e n t  o f  
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 .  C h a p t e r  92,  SLA 1982 
t r a n s f e r r e d  a l l  r e s p o n s i b i l i t y  f o r  t h e  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 am  t o  t h e  D e p a r tm e n t  o f  E d u c a t i o n .  T h i s  same 
w e a k n e s s  e x i s t s  u n d e r  AS 1 4 . 1 1 . 1 0 0 .

The s e c o n d  m a j o r  f a i l i n g  i s  t h a t  t h e r e  i s  nc c e i l i n g  f o r  t h e  
amoun t  c f  mcr.ev wh i ch  t h e  s t a t e  w i l l  b e  r e q u e s t e d  t o  r e i m ­



b u r s e  u n d e r  AS 1 4 . 1 1 . 1 0 0 .  I n  t h e  p r o p o s e d  FY 1987 s t a t e  
b u d g e t ,  a p p r o x i m a t e l y  $ 1 0 6 , 0 0 0 , 0 0 0  i n  m u n i c i p a l  d e b t  s e r v i c e  
p a ym en t s  i s  r e q u e s t e d  t o  c o n t i n u e  e x i s t i n g  l e v e l  o f  d e b t .

D u r i n g  t h e  l a s t  s e s s i o n  o f  t h i s  l e g i s l a t u r e ,  t h e  p e r c e n t a g e  
o f  r e im b u r s e m e n t  f o r  d e b t  s e r v i c e  c o s t s  was i n c r e a s e d  t o  80 
p e r c e n t ,  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  t o  f a ­
c i l i t i e s  n e c e s s a r y  f o r  i n c r e a s e d  e n r o l l m e n t  o r  t o  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  l a s t  s e s s i o n ' s  
amendmen t s  t o  AS 1 4 . 1 1 . 1 0 0  h a s  b e e n  an i d e n t i f i c a t i o n  o f  
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  o f  t h e  p r o j e c t s  c l o s e l y  
f o l l o w e d  by l o c a l  bond e l e c t i o n s .  Th 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 av e  a u t h o r i s e d  a p p r o x i m a t e l y  $ 3 1 2 , 5 0 0 , 0 0 0  o f  new 
m u n i c i p a l  d e b t  f o r  wh i ch  l o c a l  c o m m u n i t i e s  w i l l  s e e k  r e im ­
b u r s e m e n t  f rom t h e  s t a t e  f o r  d e b t  s e r v i c e  c o s t s .  I  a n t i c i o -  
a t e ,  i f  a l l  o f  t h i s  r .ewly a u t h o r i z e d  d e b t  i s  i n c u r r e d  i n  t h e  
n e a r  t e r m ,  t h a t  t h e  im p a c t  on t h e  d e b t  r e t i r e m e n t  p r o g r am  
c o u l d  be  a s  much a s  an a d d i t i o n a l  $ 4 5 , 0 0 0 , 0 0 0  i n  r e q u e s t e d  
r e i m b u r s e m e n t s  i n  FY 1987.  I  i n t e n d  t o  s u p p o r t  t h i s  
a d d i t i o n a l  f u n d i n g  a s  s oon  a s  t h e  amoun t  i s  d e t e r m i n e d  and  
n e c e s s a r y  d e b t  management  l e g i s l a t i o n  i s  p a s s e d .

I ,  o f  c o u r s e ,  r e c o g n i z e  t h a t  t h e r e  a r e  m u n i c i p a l i t i e s  i n  t h e  
s t a t e  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  i n ­
c r e a s e s ,  a nd  w h i c h  t h e r e f o r e  n e e d  t h e  c o n s t r u c t i o n  o f  new 
s c h o o l s .  I  b e l i e v e  t h a t  t h e s e  e x i s t i n g  n e e d s  s h o u l d  be  me t  
a t  t h e  c u r r e n t  l e v e l s  o f  s t a t e  s u p p o r t .  Howeve r ,  t h e  f u t u r e  
o f  s t a t e  r e v e n u e s  and  t h e  n e e d  f o r  new s c h o o l s  a r e  u n c e r ­
t a i n .  C o n s e q u e n t l y ,  I  b e l i e v e  t h a t  d i f f e r e n t  a p p r o a c h e s  
n e e d  t o  b e  a p p l i e d  t o  t h e  way t h e  s t a t e  c o n s i d e r s  a l l  s c h o o l  
c o n s t r u c t i o n  i n  t h e  s t a t e .

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  t o  t h e  s c h o o l  c o n ­
s t r u c t i o n ,  I  b e l i e v e  t h a t  t h e  s t a t e  an d  i t s  m u n i c i p a l i t i e s  
c an  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  a nd  s t i l l  a l l o w  f o r  a d e ­
q u a t e  s t a t e  s u p p o r t  o f  s c 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  p r o c e d u r e s  f o r  r e v i e w i n g  and  a p p r o v i n g  
s c h o o l  p r o j e c t s .

S e c t i o n  1 amends AS 1 4 . OS . 151.  T h e s e  amendmen t s  a r e  d e ­
s i r a b l e  t c  c l a r i f y  t h e  manne r  i n  w h i c h  t h e  s t a t e  c o n v e y s  
t i t l e  f o r  s c h o o l  s i t e s  t o  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 amends  AS 1 4 . 1 1 . 0 1 0 ( b )  by r e q u i r i n g  t h e  D e p a r tm e n t  
o f  E d u c a t i o n  t o  r e q u e s t  c o s t  e s t i m a t e s  f r om t h e  D e p a r tm e n t  
o f  T r a n s p o r t a t i o n  a r d  P u b l i c  F a c i l i t i e s  and  t o  b a s e  i t s



p r o j e c t  a p p r o v a l  upon t h a t  c o s t  e s t i m a t e .  T h i s  same r e ­
q u i r e m e n t  i s  f ound  i n  s e c .  11 i n  amendment s  t o  AS 1 4 . 1 1 . 1 0 2 ,  
w h i c h  r e l a t e s  t o  p r o j e c t  a p p r o v a l  f o r  t h e  d e b t  r e t i r e m e n t  
p r o g r a m .  S e c t i o n  14 c o n t a i n s  new a u t h o r i t y  f o r  DOT/PF t o  
e s t i m a t e  c o n s t r u c t i o n  c o s t s  f o r  a l l  s c h o o l  p r o j e c t s  f i n a n c e d  
by a p p r o p r i a t i o n s  and  d e b t  r e t i r e m e n t .  I n c l u d e d  w i t h i n  t h a t  
a u t h o r i t y  i s  t h e  r e s p o n s i b i l i t y  t o  e s t a b l i s h  d e s i g n  s t a n d ­
a r d s  .

S e c t i o n  3 o f  t h e  b i l l  amends  AS 1 4 . 1 1 . 0 1 0 ( c )  by  a d d i n g  new 
c r i t e r i a ,  r e l a t i n g  t o  p o p u l a t i o n  t r e n d s  and t h e  c o n d i t i o n  o f  
f a c i l i t i e s ,  wh i ch  t h e  D e p a r tm 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  
when a p p r o v i n g  p ro j *  c t s  f o r  a p p r o p r i a t i o n .  T h e s e  amendment s  
a r e  a l s o  a p p l i c a b l e  t o  t h e  d e b t  r e t i r e m e n t  p r o g r am  u n d e r  
l a n g u a g e  f ound  i n  s e c .  11.

S e c t i o n  4 p r o p o s e s  new l a n g u a g e  t h a t  w i l l  r e q u i r e  s c h o o l  
d i s t r i c t s  r e q u e s t i n g  s t a t e  a i d  t o  i n v e n t o r y  and  i n s p e c t  t h e  
s c h o o l s  i n  t h e i r  d i s t r i c t s  a nd  t o  r e v i s e  t h a t  i n v e n t o r y  on a 
y e a r l y  b a s i s .  The p r o v i s i o n s  o f  t h i s  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  t o  
m a i n t e n a n c e  and o p e r a t i o n  c o s t s .  T h i s  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  s c h o o l  f a c i l i t i e s  w i l l  e n a b l e  t h e  s t a t e  t o  b e t t e r  
a n a l y z e  new p r o j e c t s  t h a t  t h e  s t a t e  w i l l  be  a s k e d  t o  f i n a n c e  
by a p p r o p r i a t i o n  o r  by d e 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 l i m i t  t h e  s t a t e ' s  r e im b u r s e m e n t  o f  s c h o o l  
d e b t  t o  p r i n c i p a l  o n l y  f o r  a p p r o v e d  p r o j e c t s  f i n 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 l o c a l  v o t e r s  a f t e r  March 30,  
1986 . I f  t h e  d e b t  was a u t h o r i z e d  by l o c a l  v o t e r s  b e f o r e  
A p r i l  1 ,  1996,  t h e  s t a t e ' s  r e im b u r s em e n t  c o n t i n u e s  a s
b e f o r e .  The s t a t e ' s  r e im b u r s e m e n t  o f  c a s h  p a ymen t s  by 
m u n i c i p a l i t i e s  e n d s  f o r  p a ymen t s  made a f t e r  J u n e  30,  1986.

S e c t i o n  7 amends  AS 1 4 . 1 1 . 1 0 0 ( b )  by o f f s e t t i n g  t h e  amoun t  
t h a t  t h e  m u n i c i p a l i t y  r e c e i v e s  f o r  d e b t  r e im b u r s e m e n t  by t h e  
amoun t  o f  i n t e r e s t  e a r n e d  cn  t h e  p r o c e e d s  o f  bo nd s  s c l d  f o r  
a p a r t i c u l a r  p r o j e c t .  T h i s  amendment  p a r a l l e l s  e x i s t i n g  law 
f o un d  i n  AS 1 4 . 1 1 . 1 0 0  ( k ) , w h i c h  i s  r e p e a l e d  i n  s e c ,  16.

S e c t i o n s  8,  S,  and 10 c o n t a i n  a numbe r  o f  amendment s  t o  
AS 1 4 . 1 1 . 1 0 0 ( h ) ,  ( i ) , a nd  ( j ) ,  r e s p e c t i v e l y ,  wh i ch  a r e
n e c e s s a r y  t o  r e f l e c t  t h e  new c l a s s  o f  r e im b u r s em e n t  u n d e r  
t h e  l a n g u a g e  p r o p o s e d  i n  AS 1 ^ . 1 1 . 100 ( a )  (6) i n  s e c .  6 o f  t h e  
b i l l .  S e c t i o n  10 h a s  a f i s c a l  im p a c t .  I t  amends  
AS 1 4 . 1 1 . 1 0 0  ( j )  ( 2 )  t o  a l l o w  r e f u n d i n g  o f  bond s  o n l y  i n  t h o s e  
s i t u a t i o n s  whe r e  t h e r e  i s  a t  l e a s t  a f i v e  p e r c e n t  s a v i n g  i n  
d e b t  s e r v i c e  c o s t s .  I t  a l s o  amends  AS 1‘*. 11 . 100 ( j ) (3) by 
r e c u i r i n g  t h a t  t h e  p r i n c i p a l  on b o n d s  be r e im b u r s e d  i n  e q u a l
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a n n u a l  p a ymen t s  o v e r  a p e r i o d  o f  10 y e a r s  o r  a t e rm  s e t  bv 
t h e  s t a t e  bond c om m i t t e e .

Under  s e c .  12,  t h e  D ep a r tm e n t  o f  E d u c a t i o n  w i l l  c o n t i n u e  t o  
a l l o c a t e  money t o  r e im b u r s e  m u n i c i p a l  d e b t .  However ,  a  c ap  
on r e im b u r s e m e n t  i s  p l a c e d  upon d e b t  a u t h o r i z e d  by l o c a l  
v o t e r s  a f t e r  A p r i l  1, 1985.  The d e p a r t m e n t  may o n l y  a l l o ­
c a t e  money f o r  t h e  r e im 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  i f  t h e  new p a ym e n t s ,  when comb i ne d  w i t h  a l l  o t h e r  r e im ­
b u r s e m e n t s  u n d e r  t h i s  c l a s s  o f  d e b t ,  do n o t  e x c e e d  t h e  
$ 1 0 , 0 0 0 , 0 0 0  o r  an amount  s e t  by t h e  s t a t e  bond c o m m i t t e e .  
T h i s  mechan i sm w i l l  h ave  two r e s u l t s .  I t  p u t s  a c ap  on 
s t a t e - s u p p o r t e d  d e b t ,  b u t ,  w i t h  d i s c i p l i n e ,  i t  w i l l  e n a b l e  
m u n i c i p a l i t i e s  t o  c o n s t r u c t  n e e d e d  s c h o o l  p r o j e c t s  i n  a d ­
d i t i o n  t o  t h o s e  t h a t  a r e  f i n a n c e d  by bon d s  a u t h o r i z e d  by
l o c a l  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 amends AS 1 4 . 1 1 . 1 3 5 ( 3 )  by c h a n g i n g  t h e  d e f i n i t i o n
o f  s c h o o l  c o n s t r u c t i o n  c o s t s .  I t  e x c l u d e s  a l l  f i n a n c i n g
c o s t s  f c r  d e b t  a u t h o r i z e d  by l o c a l  v o t e r s  a f t e r  March 31,
1986.

S e c t i o n  14 ad d s  t h r e e  new s e c t i o n s  t o  AS 3 5 . 1 5 .  Under  t h e  
p r o p o s e d  l a n g u a g e ,  t h e  D e p a r tm e n t  o f  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  t h e  c o s t s  o f  a l l  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 s  u n d e r  common d e s i g n  s t a n d a r d s  t h a t  i t  
w i l l  d e v e l o p .

S e c t i o n  15 amends AS 37 .15  t o  g i v e  t h e  s t a t e  bond c o m m i t t e e  
t h e  a b i l i t y  t o  manage s t a t e - s u p p o r t e d  s c h o o l  d e b t ,  w h i c h  i s  
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  me ch an i sm s .  F i r s t ,  i t  may 
e s t a b l i s h  a h i g h e r  o r  l ow e r  c e i l i n g  f o r  a l l o c a t i o n s  f o r  
r e im b u r s e m e n t  o f  new a u t h o r i z a t i o n s  o f  s c h o o l  d e b t  u n d e r  
AS 1 4 . 1 1 . 1 0 0 ( a ) ( 6 )  ( f ou nd  i n  s e c .  6 ) ,  d e p e n d i n g  on t h e  
s t a t e ' s  c r e d i t  s t a n d i n g  a s  w e l l  a s  on t h e  n e e d s  f o r  s c h o o l  
c o n s t r u c t i o n .  S e c on d ,  i t  may c o n t r o l  t h e  t e rm  o f  t h e  o b l i ­
g a t i o n s  t o  e n s u r e  t h a t  t h e i r  m a t u r i t y  s t r u c t u r e  d o e s  n o t  
a d v e r s e l y  a f f e c t  t h e  s t a t e ' s  c r e d i t  s t a n d i n g .  Wh i l e  a 10-  
y e a r  t e rm  i s  a l l o w e d  by t h e  p r o p o s e d  p r o v i s i o n s  o f  
AS 14 . 1 1 .  100 ( j )  (2) ( f ound  i n  s e c .  1 0 ) ,  t h e  commi tVee i s  a c ­
c o r d e d  t h e  a b i l i t y  t o  s e t  a d i f f e r e n t  t e rm  when i t  i s  i n  t h e  
s t a t e ' s  b e s t  i n t e r e s t .

I t  i s  o u r  i n t e n t  w i t h  t h e  l a n g u a g e  i n  s e c .  17 t c  d e v e l o o  a 
I cn g  r a n g e  p l a n  f o r  t h e  s t a t e ' 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  
t h e  end  o f  t h e  c e n t u r y .  The n e c e s s a r ” c ompon e n t s  o f  t h i s  
p l a n  wou ld  i n c l u d e  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  c o s t s ,  d e s i g n  n a r a -  
m e t e r s ,  a nd  f i n a n c i n g  t e c h n i q u e s .  I t  i s  o u r  hope  t h a t ,



- 9 -

a f t e r  t h e  c o m p l e t i o n  o f  t h e  p l a n ,  a r a t i o n a l  mechan i sm can  
be  p u t  i n  p l a c e  t o  p r o v i d e  f o r  t h e  s t a t e ' s  p u b l i c  s c h o o l  
c o n s t r u c t i o n  n e e d s  wh i c h  i s  w i t h i n  t h e  s t a t e ' s  a b i l i t y  t o  
p a y .

I I I .

C o n t i n u e d  e c on om ic  p r o s p e r i t y  f o r  a l l  s e c t o r s  o f  t h e  A l a s k a  
e conomy i s  i n  p a r t  i n e x t r i c a b l y  t i e d  t o  more r i g o r o u s  s t a t e  
d e b t  mana gemen t .  The s e  two b i l l s ,  a s  w e l l  a s  l e g i s l a t i o n  
r e l a t i n g  t o  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  d e b t ,  
p r om o t e  more r e s p o n s i b l e  s t a t e  d e b t  managemen t .  A l a s k a ' s  
c r e d i t  s t a n d i n g  i s ,  o f  c o u r s e ,  i n  p a r t  d e p e n d e n t  on f a c t o r s  
b e y on d  o u r  c o n t r o l .  T h a t  t h e  s t a t e  c a n n o t  c o n t r o l  a l l  
r e l e v a n t  f a c t o r s  i s  no e x c u s e ,  h ow e v e r ,  f o r  t h e  i n a d e q u a t e  
managemen t  o f  t h o s e  f a c t o r s  w i t h i n  o u r  c o n t r o l .  I b e l i e v e  
t h a t  i t  i s  c r i t i c a l  t h a t  t h e  s t a t e  become more s e n s i t i v e  t o  
t h e  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  o f  e a c h  i s o l a t e d  f u n d i n g  
d e c i s i o n .  Th e s e  two b i l l s  p r o v i d e  f o r  r e s p o n s i b l e  y e t  
f l e x i b l e  s t a t e  d e b t  man ag emen t ,  a nd  I  u r g e  y o u r  p r omp t  

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

S i n c e r e l y ,

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



M a r c h  15, 1985

The Hon o r a b l e  Ben G r u s s e n d o r f  
S p e a k e r  o f  t h e  House 
A l a s k a  S t a t e  L e g i s l a t u r e  
Pouch V
J u n e a u ,  AK 99811

T e a r  R e p r e s e n t a t i v e  G r u s s e n d o r f :

Under  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  18 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  am t r a n s m i t t i n g  a b i l l  t o  e s t a b l i s h  a Mu­
n i c i p a l  F i n a n c i a l  Eme rgency  Commi s s i on  t h a t  w i l l  p r o v i d e  
a s s i s t a n c e  t o  m u n i c i p a l i t i e s  t h a t  a r e  i n  d e f a u l t  on b on d e d  
i n d e b t e d n e s s .

R e c e n t  c o n t r o v e r s y  s u r r o u n d i n g  t h e  f i n a n c i a l  p r a c t i c e s  o f  
t h e  N o r t h  S l o p e  Bo r cugh  h a s  l e d  t o  a g r e a t e r  s e n s i t i v i t y  t o  
t h e  c o n s e q u e n c e s  o f  l o c a l  f i n a n c i a l  d i s o r d e r .  Wh i l e  t h e r e  
i s  a b s o l u t e l y  no i n d i c a t i o n  t h a t  t h e  p r e s e n t  p r o b l em s  o f  t h e  
N o r t h  S l o p e  Borough w i l l  h a v e  an y  e f f e c t  on t h e  b o r o u g h ' s  
a b i l i t y  t o  s a t i s f y  a l l  d e b t  s e r v i c e  o b l i g a t i o n s ,  t h e  c o n t r o ­
v e r s y  h a s  l e d  t o  c o n c e r n  t h a t  c u r r e n t  1 :W d o e s  n o t  p r o v i d e  a 
r o l e  f o r  th> s t a t e  i n  t h e  e v e n t  o f  a m u n i c i p a l  d e f a u l t .  I t  
b e a r s  n o t i n g  t h a t  a  m u n i c i p a l  d e f a u l t  w i l l  i n e v i t a b l y  a f f e c r  
t h e  s t a t e  and o t h e r  m u n i c i p a l i t i e s  a s  w e l l .  Wh i l e  e a c h  
m u n i c i p a l i t y ' s  g e n e r a l  o b l i g a t i o n  d e b t  i s  o f  c o u r s e  a d i r e c t  
f i n a n c i a l  b u r d e n  o f  o n l y  t h e  i s s u i n g  m u n i c i p a l i t y ,  t h e  
p r a c t i c a l  f a c t  i s  t h a u  a l l  g o v e r n m e n t a l  e n t i t i e s  i n  t h e  
s t a t e  s h a r e ,  t o  one  d e g r e e  o r  a n o t h e r ,  i n  t h e  c o n s e q u e n c e s  
o f  a m u n i c i p a l  d e f a u l t .  Wh i l e  I r e i t e r a t e  t h a t  t h e r e  i s  no 
p r e s e n t  p r o s p e c t  o f  m u n i c i p a l  d e f a u l t ,  i t  i s  i m p e r a t i v e  t o  
e s t a b l i s h  a p r o c e d u r e  t o  d e a l  w i t h  t h a t  e v e n t  b e f o r e  a 
f i n a n c i a l  c r i s i s  o c c u r s  — n o t  i n  r e s p o n s e  t o  o n e .

The b i l l  p r o p o s e s  t h e  e s t a b l i s h m e n t  o f  t h e  M u n i c i p a l  F i ­
n a n c i a l  Emergency Commi s s i on  w h i c h  c o n s i s t s  o f  tb>_ commi s ­
s i o n e r s  o f  t h e  D e p a r tm e n t s  o f  Communi ty and  R e g i o n a l  A f ­
f a i r s ,  Revenue ,  a nd  A d m i n i s t r a t i o n .  Under p r o p o s e d  
AS 2 9 . 5 8 . 4 2 0 ,  a  m u n i c i p a l i t y  mu s t  p r o v i d e  n o t i c e  o f  a 
d e f a u l t  t o  t h e  c om m i s s i o n ,  o r  t h e  m u n i c i p a l i t y  may r e q u e s t  
t h e  a s s i s t a n c e  o f  t h e  c omm i s s i o n  i n  a n t i c i p a t i o n  o f  f i n a n ­
c i a l  d i s t r e s s .  Once t h e  c om m i s s i o n  r e c e i v e s  n o t i c e  o f  a 
m u n i c i p a l i t y  i n  f i n a n c i a l  d i s a r r a y ,  t h e  c omm i s s i o n  mus t



p r o m p t l y  co nve ne  and  a s s e s s  t h e  m u n i c i p a l i t y ' s  f i n a n c i a l  a f ­
f a i r s  .

Under  p r o p o s e d  AS 2 9 . 5 8 . 4 1 0 ,  t h e  c omm i s s i o n  e n j o y s  e x t r a ­
o r d i n a r i l y  b r o a d  powe r s  t o  a s s u r e ,  t o  t h e  e x t e n t  p o s s i b l e ,  
t h e  r e s o l u t i o n  o f  t h e  f i n a n c i a l  c r i s i s .  The f u n d a m e n t a l  
o b j e c t i v e  o f  t h e  c omm i s s i o n  i s  t o  a d o p t  a p l a n  t h a t  s a t ­
i s f i e s  d e b t  s e r v i c e  o b l i g a t i o n s  i n  a manne r  a c c e p t a b l e  t o  
m u n i c i p a l  c r e d i t o r s .  The c omm i s s i o n  e n j o y s  t h e  powe r  t o  
i s s u e  s u b p o e n a s  and  o r d e r s  a s  a r e  n e c e s s a r y  t o  u n d e r t a k e  
t h i s  t a s k .

I  c e r t a i n l y  a n t i c i p a t e  t h a t  a m u n i c i p a l i t y  w i l l  a c t  t o  
im p l em e n t  t h e  p l a n  a d o p t e d  by t h e  c om m i s s i o n .  However ,  t h e  
b i l l  p r o v i d e s  t h a t ,  i n  t h e  u n l i k e l y  e v e n t  t h a t  a m u n i c i p a ­
l i t y  f a i l s  t o  im p l em e n t  t h e  p l a n ,  -or i f  t h e  c omm i s s i o n  
d e t e r m i n e s  t h a t  t h e  m u n i c i p a l i t y  r e m a i n s  i n  f i n a n c i a l  
d i s a r r a y ,  t h e  c omm i s s i o n  may a s sume  f u l l  c o n t r o l  o f  . t h e  
d e f a u l t i n g  m u n i c i p a l i t y ' s  f i n a n c i a l  a f f a i r s .  T h i s  e x t r a ­
o r d i n a r y  i n t r u s i o n  upon l o c a l  g o v e r n m e n t a l  p r e r o g a t i v e s  c a n  
o n l y  be  e x e r c i s e d  i n  n a r r o w l y  p r e s c r i b e d  i n s t a n c e s  a n d ,  a s  
d c  a l l  o f  t h e  c o m m i s s i o n ' s p o w e r s ,  t h e  a u t h o r i t y  o f  t h e  
c omm i s s i o n  e x p i r e s  upon t h e  s u c c e s s f u l  s a t i s f a c t i o n  o f  t h e  
d e f a u l t .  Whi l e  c e r t a i n  o f  t h e s e  b r o a d  powe r s  may a p p r o a c h  
t h e  l e g a l  l i m i t  o f  t h e  s t a t e ' s  a u t h o r i t y  t o  i m p a i r  l o c a l  
g o v e r nm en t  p ow e r s ,  I  b e l i e v e  t h a t  t h e  o v e rw h e lm i n g  p u b l i c  
c o n c e r n  f o r  t h e  f i n a n c i a l  s t a b i l i t y  o f  a l l  A l a s k a n  communi ­
t i e s  o f f e r s  a c o m p e l l i n g  j u s t i f i c a t i o n  f o r  t h i s  * p o s s i b l e  
i n t r u s i o n .

I  a g a i n  em ph a s i z e  t h a t  t h i s  b i l l  d o e s  n o t  f o r e t e l l  a ny  
m u n i c i p a l  d e f a u l t .  I n  t h e  a r e a  o f  m u n i c i p a l  f i n a n c e ,  how­
e v e r ,  i t  i s  n o t  s u f f i c i e n t  t o  a c t  o n l y  i n  r e s p o n s e  t o  
e v e n t s .  I n s t e a d ,  i t  i s  f a r  p r e f e r a b l e  t o  e s t a b l i s h  a 
mec han i sm  b e f o r e  a ny  d e f a u l t ,  s o  t h a t  i f  a m u n i c i p a l i t y  d o e s  
d e f a u l t  on a d e b t  s e r v i c e  o b l i g a t i o n ,  t h e  r e p e r c u s s i o n s  t o  
t h e  s t a t e  an d  t o  o t h e r  m u n i c i p a l i t i e s  a r e  l i m i t e d  t o  t h e  
e x t e n t  p o s s i b l e .  W i t h  due  r e s p e c t  f o r  t h e  p r e r o g a t i v e s  o f  
l o c a l  g o v e r nm e n t s ,  I  b e l i e v e  t h a t  t h i s  b i l l  p r o v i d e s  a 
n e e d e d  mechan i sm f o r  s t a t e  i n v o l v e m e n t .  I  u r g e  y o u r  p r omp t  
c o n s i d e r a t i o n  and p a s s a g e  o f  t h i s  b i l l .

S i n c e r e l y

B i l l  S h e f f i e l d  
G o v e r n o r
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J a n u a r y  27,  1986

The H on o r a b l e  Ben G r u s s e n d o r f  
Spea ! : e r  o f  t h e  House 
A l a s k a  S t a t e  L e g i s l a t u r e  
P .O .  Box V 
J u n e a u ,  AK 99811
Dear  R e p r e s e n t a t i v e  G r u s s e n d o r f :

Under  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  18,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I am t r a n s m i t t i n g  a b i l l  t h a t  w i l l  e s t a b l i s h  a 
r e a s o n a b l e  l i m i t  on t h e  a u t h o r i t y  o f  a m u n i c i p a l i t y  o r  
b o r o u g h  t o  i s s u e  g e n e r a l  o b l i g a t i o n  bond d e b t .

At  p r e s e n t ,  t h e r e  i s  no l i m i t  a s  t o  t h e  amoun t  o f  g e n e r a l  
o b l i g a t i o n  d e b t  t h a t  m u n i c i p a l i t i e s  may i n c u r .  And , ,  w h i l e  
t a x i n g  l i m i t s  a r e  g e n e r a l l y  p r e s c r i b e d  by  s t a t u t e ,  c u r r e n t  
l aw s p e c i f i c a l l y  ex emp t s  f r om t h e  t a x i n g  l i m i t a t i o n  a ny  a s ­
s e s s m e n t s  n e c e s s a r y  t o  s a t i s f y  d e b t  s e r v i c e  o b l i g a t i o n s .  
The p o t e n t i a l  f o r  e x c e s s i v e  m u n i c i p a l  d e b t  b u r d e n s  —  a 
b u r d e n  t h a t  b o t h  d i r e c t l y  and  i n d i r e c t l y  a f f e c t s  t h e  s t a t e  
and o c h e r  m u n i c i p a l i t i e s  —  i s  one  wh i c h  s im p l y  mu s t  be  
c o n t r o l l e d .

I  b e l i e v e  t h a t  r e a s o n a b l e  g e n e r a l  o b l i g a t i o n  bond d e b t  
l i m i t a t i o n s  a r e  e s s e n t i a l  t o  p r e s e r v e  t h e  f i n a n c i a l  s t a ­
b i l i t y  o f  A l a s k a  m u n i c i p a l i t i e s .  We a r e  a l l  awa r e  t h a t  t h e  
l e v e l  o f  p e r  c a p i t a  m u n i c i p a l  d e b t  i n  A l a s k a  f a r  e x c e e d s  t h e  
n a t i o n a l  a v e r a g e .  To be  s u r e ,  t h e  l a c k  o f  b a s i c  p u b l i c  
s e r v i c e s  i n  many a r e a s  o f  t h e  s t a t e  c o n t r i b u t e s  t o  t h e  c u r ­
r e n t  l e v e l  o f  d e b t .  Wh i l e  I  am c e r t a i n l y  s e n s i t i v e  t o  t h e  
e x t r e m e ,  and  a t  t i m e s  c o s t l y ,  n e e d s  o f  r u r a l  c o m m u n i t i e s ,  I  
am e q u a l l y  c o n c e r n e d  t h a t  e x c e s s i v e  m u n i c i p a l  d e b t  w i l l  o n l y  
u n d e rm i n e  t h e  s u b s t a n t i a l  e c o n om i c  p r o g r e s s  e n j o y e d  by a l l  
A l a s k a  c om m un i t i e s  i n  t h e  l a s t  s e v e r a l  y e a r s .

The p r o b l em s  a s s o c i a t e d  w i t h  e x c e s s i v e  d e b t  r e q u i r e m e n t s  
w i l l  i n c r e a s e  i n  t h e  f u t u r e .  As s t a t e  r e v e n u e s  d e c l i n e ,



m u n i c i p a l i t i e s  w i l l  i n c r e a s i n g l y  b e  r e s p o n s i b l e  f o r  t h e  c o s t  
o f  g o v e r n m e n t a l  s e r v i c e s ,  a nd  t h i s  i n e v i t a b l e  b u r d e n  w i l l  
o n l y  b e  f u r t h e r  compounded i f  m u n i c i p a l i t i e s  a r e  s a d d l e d  
w i t h  e x c e s s i v e  d e b t  s e r v i c e  o b l i g a t i o n s .

The b i l l  p r o p o s e s  t h a t  a  m u n i c i p a l i t y  may n o t  i n c u r  a d d i ­
t i o n a l  g e n e r a l  o b l i g a t i o n  d e b t  i f ,  upon  i s s u a n c e ,  t h e  mu­
n i c i p a l i t y ' s  g e n e r a l  o b l i g a t i o n  d e b t  wou ld  e x c e e d  s e v e n  
p e r c e n t  o f  t h e  m a r k e t  v a l u e  o f  p r o p e r t y  wh i ch  i s  t a x a b l e  
u n d e r  s t a t e  l aw.  The D e p a r tm e n t  o f  Communi ty and  R e g i o n a l  
A f f a i r s  i s  c u r r e n t l y  r e q u i r e d  by  s t a t u t e  t o  a s c e r t a i n  a n n u ­
a l l y  t h e  p r o p e r t y  v a l u e  n e c e s s a r y  f o r  t h i s  l i m i t .  T h a t  o n l y  
t h r e e  c omm un i t i e s  - -  t h e  N o r t h  S l o p e  Bo r ough ,  t h e  c i t i e s  o f  
Nenana  and  W r a n g e l l  - -  e x c e e d  t h e  s e v e n  p e r c e n t  s t a n d a r d  i s  
i n d i c a t i v e  t h a t  t h e  l i m i t  i s  r e a s o n a b l e ,  and w i l l  n o t  u n ­
f a i r l y  l i m i t  t h e  p r e r o g a t i v e s  o f  l o c a l  g o v e r nm e n t s .

I t  i s  e q u a l l y  i m p o r t a n t  t o  n o t e  w h a t  t h e  b i l l  d o e s  n o t  do .  
The b i l l  d o e s  n o t  l i m i t  i n  a ny  mann e r  a m u n i c i p a l i t y ' s  
a u t h o r i t y  t o  l e v y  t a x e s  i n  o r d e r  t o  s a t i s f y  d e b t  s e r v i c e  
o b l i g a t i o n s .  The b i l l  d o e s  n o t  l i m i t  a m u n i c i p a l i t y ' s  
a u t h o r i t y  t o  i s s u e  r e v e n u e  o r  r e f u n d i n g  b o n d s .  And f i n a l l y ,  
t h e  b i l l  d o e s  n o t  p e n a l i z e  t h o s e  m u n i c i p a l i t i e s  t h a t  h a v e  
i s s u e d  d e b t  i n  e x c e s s  o f  t h e  s e v e n  p e r c e n t  s t a n d a r d .

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

S i n c e r e l y ,

B i l l  S h e f f i e l d  
G o v e r n o r
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C a pe  M ay C o u n ty , New J e rs e y

$19 million general improvement bonas aue 1987-1996 
Competitive March 5 
Rated 'A - '

Rationale: S&P a (firms Cape May County. N J s 'A - ' rating 
on outstanding general ODiicalion general improvement bones 
and assigns an A - '  rating |o the current S 19 million offering 
The rating reflects strong financial performance and rapid bond 
retirement coupled with the tourist-based economy and beiow- 
av=rage weaitn and income levels Because o! tne develop­
ments in tne casmo industry in nearby Atlantic City, building per­
mit activity is very strono The casmo industry also benefits from 
the county s commercial fishing industry because of increased 
tourism and year-rouno populations

Economy: Cape May County lorms the southernmost lip oi 
New Jersey The county is a peninsula, 454 sauare miles in total 
area, and nas had steady population growth since the 1960s 
Tne countv s major industry is tourism, with tne summer tourist 
moustry the strongest economic lactor tor over 50 years Popu­
lation in the summer months increases to 593.856 trom 95.724 
Unemployment rates are seasonal in nature during the summer 
ol 1985. unemployment dropped to a low ot 6% and reached 
15- a during the winter Recent developments in the casmo in­
dustry m nearoy Atlantic City have significantly impacted the 
county's economy Euildmg permit activity has been very strong 
over the past tew years veth the construction ol new hotels and 
motels lownhouses. and condominiums The commercial tish- 
mg industry continues to be inlluenced lavorably by Atlantic City 
as tne larger tourist and permanent populations create greater 
sealood consumption

Debt: Proceeds trom this "isue wiii be used tor various munici­
pal buiidmgs. road, bridge a storm sewer construction With 
this issue. Ihe rcur,ty will have outstanding net debt ot 329 8 
million Per capita debt is high at Si.007, out tow as a percent 
ol true value at 3 9- .> Bond retirement is rapid retiring 87*'. ol 
the debt in 10 years Tne S&P inaex, measure ot per capita 
debt to per capita effective puyrng income, is moderate at 
9 1 The county’s capital improvement program for Ihe next 
live years amounrs to approximately S16 2 million. with 68% ex­
pected to oe tended trom bond proceeds

Finances: Financial operations are sound Revenues are de­
rived primarily Irom property taxes, which account for approxi­
mately 70 : ol current tend revenues The larges! expenditures 
item is health and welfare, accounting for 24 j ot operating ex­
penses Debt service expense will increase with this sale to ap­
proximately 10 o ol budget Unaudited results tor year ended 
Dec 31. 1985 show an ending tend balance net ot deferred 
charges ol S6 t million. ~r 14 m oi current tund revenues, a 
slight decrease Irom year-end 1984 s S6 4 million tund balance 
Tne budget outlook lor fiscal 1986 is expected to continue on a 
lavorable basis, witn revenues projected to be m line witn bud­
get expectations

Dominick J  Truoho 
(212)208-1769

A la s k a

Reviewed; rating affirmed

Rationale: S&P affirms Alaska's 'AA —' rating on all outstand­
ing general obligation bonds With the continued "sottenmg" of 
the world oil market, a new approach to revenue lorecasting 
known as the "30th percentile" has been implemented The 
30th percentile method means that, in the estimation ot the 
state financial forecasters, there is a 70% chance that revenues 
will actually be greater than tne amounts forecasted, and only a 
30% chance that they will be less Current projections retlect an 
average annual decline in petroleum revenues ot approximately 
10% for 1986-1988 Indications are that at current levels the 
projected decline will nol adversely affect state revenues in the 
short run However, in the long run, an absence ol sustained ex­
ploratory activity, smaller discoveries, enhanced recovery, and 
production ol heavy oil, at least at current levels, can adversely 
atlect state revenues Financially, the state continues to per- 
lorm in a manner commensurate with its rating, as evidenced by 
a good cash and tend balance position, and a strong perma­
nent fund The fishing and timber industries, important contribu­
tors to tne Alaskan economy, are still somewhat depressed, but 
continue to shov/ signs of gams Debt remains manageable and 
is declining as the state continues to meet some of its capital 
neeas tnrough pay-as-you-go financing Overall, the slate's 
economy continued to show growth in population, employment 
and personal income, and maturation in the trade and services 
sectors

Economy: The state's economic base is primarily extractive, 
v/itn maior dependence upon oil and gas production, and to a 
somewhat lesser extent, the supportive industries of fishing, tim­
ber, minerals, and tourism. Approximately 86% ot state reve­
nues are derived Irom royalties and taxes paid on state-owned 
oil and gas leases Indications are that the production level of 
several Cook Inlet fields is declining and production Irom the
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Prudhoe Bav field will substantially decline in the 1990s. As ot 
Jan. 1. 1986, the Alaska Oil and Gas Conservation Commission 
estimated the state's remaining recoverable reserves to be 
7 995 billion barrels of oil and 34 23 trillion cubic feet ot gas, 
Approximately ne-lhird ot Prudnoe Bay s estimated 9 6 billion 
barrels had been produced by year-end 1984 Some encour­
agement may be gamed Irom the tact that there have been var­
ied successes in oil and gas exploration in North Slope, tolalmg 
an estimated 2 5 billion ban els ot recoverable oil. This new ex­
ploration bolstered a relatively strong employment picture Arco 
Alaska and Standard Oil Co ol Ohio, two maior petroleum 
operators, are cutting their construction budgets by 43% and 
17%, respectively The combined exploration spending still rep­
resents a large sum lor 1986 at S1 25 billion State revenue 
lorecasters believe that in the shcrt run. the current decline in 
world oil pr ces will be offset at Ihe wellhead by the reduction in 
the Trans Alaska Pipeline System tarrits, by approximately 
Si 20 per barrel A partial settlement was reached in a long out­
standing tariff litigation between the state and pipeline owners. 
The stale will receive a total ot ’'SS million, including refunds 
trom 1982-1985, as a result ol th.3 settlement. However, the 
settlement will have an adverse effect on local communities who 
depend on the pipeline tor a portion of their property taxes. 
North Slope Borough will lose approximately S2 0 million annual­
ly, while Valdez and Fairbanks North Star will lose approximately 
$1.8 million and S500.000 annually, respectively. In fiscal 1986, 
the state will receive an added S227 million Irom this settlement.

The fishing and timber industries continue to be important 
contributors to the slate's economy. Total revenues to fisher­
men trom fish catch sold in Alaska tor hscal 1985 was S700 mil­
lion, compared lo S602.3 million in 1984 Since 1977, salmon 
catches have been improving, however, tne shell fish industry, 
wh'ch includes king crab and shrimp, the major revenue contnb-

(conlmued on next page)
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ulors. remains somewhat depressed However it is anticipated 
that harvests will continue to improve and the future ot the in­
dustry enhanced c the priority given to U S fisheries over for­
eign fleets to harvest within the 200-rmle fisheries conservation 
zone Alaska forests are expected to remain a maior source ol 
timber. despite restrictions imposed Dy the Alaska National In­
terest Lands Conservation Act ol 1979 As part of the settle­
ment act passed by Congress, the industry has been guaran­
teed 450 million board tee! per year, a Quantity capable ot sus­
taining trad.tional harvest levels The industry has been declining 
since 1980. as export of lorast products have declined at an 
average annual rate ol 10% due to competition and a strong 
US dollar In 1984, lorest product exports totaled S219 million 
or 21 of all Alaska exports 

Anticipated depletion ot oil reserves in the future resulted in 
attention to minerals and mineral deposits Shipments of coat to 
Korea from the Usibelli Mme, which began in 1984 and now to­
tals 560.000 tons yearly, may be increased to 800 000 tons in 
1986 Development ol a world-class molybdenum mine bv U S 
Borax & Chemical Co is continuing with expectations ol 900 
new |Ohs on completion Also under development are the Red 
Dog and Greens Creek zmc and lead mines The Red Dog de­
posit is estimated at 29" j of U S deposits and is the second 
largest zinc deposit in the world Tourism continues to contrib­
ute significantly to the economy Its importance is underlined by 
the size of the marketing budget ot $8 1 million in 1985. and a 
proiected S7 2 million in 1986 In 1984. 700,000 visitors spent a 
total of $620 million Approximately 715.000 visited in 1985 

Following completion ol Trans Alaska Pipeline System con­
struction m mid-1977, population which totaled 411 000 in 
1978. declined to 402,000 in 1980 Since this decline, maior 
gams have been realized, particularly in Ihe early 1980s result­
ing in an approximate total increase ot 25% lor 1980-1984 
Current estimatec i985 population is 566.600 For 1980-1984, 
all sectors ol employment continued to experience growth with 
Ihe exception of mining and manufacturing which had 11% and 
1% declines, respectively Government employment, historically 
high in Alaska, accounts lor 29 j of total employment lor 1980- 
1984 Fer capital money income experienced moaest gams, 
with Ihe 1981 level at S11.722 This represents 134 8% of the 
U S average: at $12,900 in 1983, it was Ihe equivalent ot 
135 8 ; of the US average Total personal income for 1980- 
1984 increased from S5.238 million lo $8,739 million, or 66 8%

Finances: The slate continues to portray a strong financial 
posture Fiscal 1985 unrestricted revenues for the general fund 
totaled approximately $3 2 billion, excluding amounts which go 
directly to the permanent fund Petroleum revenues accounted 
for approximately 85 ■> ol total unrestricted revenues, down 
trom a peak ot 90 : in 1980 Proiecteo unrestricted general 
funo revenue lor fiscal 1986 is $3 1 Dilion. ol which $2 1 billion 
or 86 ■, will be from petroleum revenues As ol Der 31. 1985 
the permanent tund balance was S7 0 billion The lund is ex­
pected to total $8 5 b'lhon by 1990 and S 16 6 billion by 2000 
Tne amount ot lund income available lor dividends in 1985 was 
$217 3 mnnon. witn 521.323 eligible applicants receivmg S404 

An amendment to limit state appropriations to $2 5 billion, 
approved by voters ai the November 1982 general elections 
will be placed on the ballot lor reconsideration in the 1986 gen­
eral election Under the amendment, state appropriations can­
not exceed 52 „ ilnon lor any fiscal year by more tnan the cu- 
muialive change based cn leoeral maices in population and 
mtiaiion after July 1, 1981 I! reacted, it will be repealed if 
approved, the amendment would become permanent, and ap­
propriations may be sub/eded to impoundment powers ot the 
governor, who may withhold or reduce appropriations during a 
budget year if revenues are less tnan appropriations Tne 
amendment has not been operative, and has exceeded any 
revenues or accrued surpluses available for appropriation

Debt: Historically, tne issuance ol state debt has been signifi­
cant due to the state's commitment to capital improvement pro­
grams The stale is currently studying the implementation of a 
debt management policy winch may have been influenced by 
declining on revenues and the need to meet unfilled infrastruc­
ture requirements while maintaining a conservative debt posi­
tion The policy will include all debt that rr lies on slate general 
lund approonations. in particular all nonsetf-supportmg sfafe 
debt, including G O debt, lease revenue debt, and similar obli­
gations paid by the state The state's last debt issuance was in 
fiscal 1983 Maximum annual debt service on all bonds is 
$175 7 million, due in 1986 As currently structured, debt ser­
vice requirements will decrease substantially through 2000

Anthony H Arthur 
(212)208-1777

A la s k a  M u n ic ip a l B ond  Bank

Reviewed, ratings affirmed

Rationale: S&P affi'tns the 'A' rating on all outstanding Alaska 
Municipal Bond Bank s general obligation bonds and the 'A - ' 
rating cn all outstanding bond bank revenue bonds About 
$168 5 million ot debt is atlected The basis ol Ihe rating is the 
moral obligation ol Ihe slate S&P (_ olicy establishes this rating 
at one tull category below the existing rating of the state. In this 
case, tne rating would be 'A- '  based upon the state's 'AA - '  
rating However, the G O s of the bond bank where the slate 
has the authority to v/ilhhold aid to participating units, in lieu ot 
deot service payments upon Ihe request of the bank, are rated 
A' The revenue bonds remain al 'A where no withholding 
provisions exist

The bank: The Municipal Bond Bank Act established the bank 
as a public corporation and instiumentality ol the state of Alas­
ka witr..n the department ot revenue, but separate from and in­
dependent ol the state The bank, which began operations in 
August 1975. was created lor Ihe purpose of lending money to 
government units within the state ot Alaska by purchasing mu­
nicipal bonds issued by such governmental units Under Ihe act 
and tne bank s general resolution, Ihe bank initially was autho­
rized to purchase only G O bonds Effective May 16, 1978, the 
Alaska state legislature authorized the bank to purchase muntci-
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pal revenue bonds, and provided that the bank shall be called 
the Alaska Municipal Bond Bank Authority when issuing revenue 
bonds, and the Alaska Municipal Bond Bank when issuing G O. 
bonds The purchase ol bonds is dependent upon bond coun­
sel's oomion. stating that Ihe bonds are valid obligations j ! Ihe 
governmental uni as required by the act and that a lean agree­
ment has been au'horized and executed between the bank and 
the governmental unit, which constitutes a valid and binding 
obligation ol the governmental unit Tne powers of the bank are 
vested in a hve-member board ot directors, three ol whom are 
public members appointed by Ihe governor and confirmed by 
the state legislature The three appointees serve tour-year stag­
gered terms The remaining two members, the Commissioner ol 
Revenue and the Commissioner ol Community and Regional Af­
fairs. are permanent

Finances: Ongoing operations ot the bank are not funded by 
the slate s general lund appropriations, but by tees and 
charges and interest earned on investments The bank is not al­
lowed to carry surpluses, which must be returned to the state 
Since its inception, the bank has returned S7 6 million In fiscal 
1985. $1 8 million was returned. The reserve fund, which re­
ceives capital appropriations from the state's general tund tor
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lunas leveraging, is maintained at an amount equal to tne maxi­
mum annual aeot service requirement As ol June 30. 1985. the 
Alaska lecisiature has appropriated S17 9 million to the bank tor 
the statutory reserve lurid, ot which aoorcximatelv 35 4 million is 
available to meet statutory reserve tund requirements tor future 
bank bond issues Tne bank is annually reauired to deliver a 
statement to the governor and state legislature, stating the sum. 
it any necessary to restore Ihe reserve lund to the reauired 
debt service reserve level The state is not legally obligated to 
make such an appropriation and. to date, it has never been 
necessary

N o rth  S lo p e  B o ro u gh , A la s k a

Reviewed ratings affirmed

Rationale: S&P affirms North Slope Borough. Alaska's out­
standing EB8 + rating on approximately S794 9 million general 
obligation oonds The rating on S52 8 million series D bond an­
ticipation notes due Nov 18, 1986 is also affirmed at 'SP-1 +' 
An additional S428 5 million ol G O debt is outstanding but se­
cured separately by various credit enhancements The long­
term debt rating rellects tne narrowness ol Ihe borough s eco­
nomic base. Ihe large amount ol debt supported by that base, 
debt carrying charges that represent 67°/o ol general fund ex­
penditures, balanced by good financial operations and a strong 
financial position The borough s economic viability entirely de­
pends on Ihe oil and gas industry, and the outlook for any sig­
nificant diversification is poor Due to remoteness and harsh en­
vironmental conditions, development ol the limited infrastructure 
that supports the small community required the issuance ol 
large amounts ot debt Total GO debt currently outstanding is 
approximately SI 3 billion The pace ol debt issuance slowed 
over tne past two years and is not expected lo exceed S107 4 
million over the next tnree years As a result, maturing debt 
should exceed new debt issuance over the period The debt 
matures rabidly, with 48 i rolling oft in five years, and 95 c in 10 
years The borough derives 60- j ot its revenues trom a lax on 
O'l- ana gas-related real property improvements Therelore, its 
mam revenue stream is unaffected by fluctuations in oil prices A 
small etlect is expected Irom (he recenlly settled pipeline tariff 
agreements whicn includes owners' income in the property as­
sessment tormuta The borough could lose up to S2 million an­
nually as a result ot the settlement (0 6°.; ol total revenues) An 
additional 27 a ol revenues is derived Irom interest earnings 
The very large debt burden appears adequately supported by 
ari increasing but very narrow lax base

Issuer: North Stooe Borough is a vast, geographically isolated, 
sparsely populated area located entirely north ot the Arctic Cir­
cle Barrow, located almost 2.000 miles northv/est ol Seattle, is 
the borough seat and its largest city (population ol 2,647) The 
virtually impassable Brooks Range lorms the borough s south­
ern boundary A wide range ot services is provided by Ihe bor­
ough. including neallh. salely, sanitation, utilities, education, 
housing, and transportation systems The bcrougn is analogous 
to Ihe county lorm ot government in the lower 48 states, but has 
greater governmental cowers Remoteness, the absence ot a 
modern intrastructure, and severe climatic conditions make the 
cost ol development enormou

Debt: Debt issuance increased sharply in 1983 and 1984 as in­
frastructure improvements were made lo provide services to re­
sidents and to accommodate increased cil-reiated economic 
activity The borough currently has outstanding S1 3 billion G O 
bonos ana bond anticipation notes (net ol refunded debt) Debt 
on a per capita basis is extremely high al S121.704, bul is a 
more moderate 7 5°,a ol true value (S13 billion in 1986) Carry­
ing charges are very high as a percent ot expenditures The pri­
mary source ot payment tor the debt is a property tax assessed

Debt: The bank has issued S192 8 million in bonds with S168 5 
million currently oulstand.no The outstanding debt is comprised 
ol G O . revenue coastal energy reserve, and coastal energy 
loan program bonds There is a statutory debt limit of S300 mil­
lion. ol which S131 5 million remains available During 1982- 
1905, the bank s debt issuance nas been $48 5 million, S30 6 
million. 37 0 million, and S25 8 million, respectively Due lo de­
clining stale petroleum revenues, it is anticipated that local units 
will be turning to tne bank on a regular oasis lor the nnancing ol 
their capital needs

Anthony H Arthur 
203-1777

on capital improvemenis made at the cl and gas helds at Prud­
hoe Bay and Kuparuk These properties represent 9 5 -ot the 
tax base Capital financing ot S107 4 million is planned lor |ne 
next tnree years These iunds will oe raised principally tnrough 
issuance ot G O bonds An emergency debt service reserve 
lund was established during fiscal 1934 and is .unded at 15-; ot 
outstanding debt Al July 1 1985 a balance ot S184 mnnon was 
available m this lund Debt service requirements lor 1985 to­
taled $189 million

Economy: Oil and gas production, transportation, and explora­
tion lorm the base ol the boroucih s economy Belore tne dis­
covery ot cl and gas at Prudnoe Bay in 1568. and tne construc­
tion ol Ihe Alyeska Pioelme. ecoromic activity was limited to 
subsistence hunting tisnmg, ~rd military activities IDEW LINE 
maintenance and research) Partner diversification ol tne econ­
omy is not expected due to extreme geographic and climatic 
problems Tne lack ot a h.gnway system witnm tne borough 
makes commercial air service and limited waler Iransportation 
Ihe only available means ol mass transportation 

Withm tne next 25 years, no basic industry is proiected lo 
supplement tne oil ana oas mausiry Maintenance or expansion 
ol tne oil industry depends on competitive lease offerings by the 
state and federal government The lead lime Irom lease to pro­
duction is approximately 10 years The present production level 
at Prudhoe Bay ol 1 5 million barrels ol oil per day represents 
roughly 18 ot total U S domestic production Proven, extract- 
able reserves at Prudhoe Bay are currently projected to last 11 
years Production al Kuparuk has begun and is expected to be 
250.000 barrels ot oil per day during 1986 An industry invest­
ment in Kuparuk is expected to total S8 billion and Ihe economic 
lile ol the field is proiected at 20-30 years The two maior North 
Slope operating companies are Atlantic Richlield Co (Arco) and 
Standard Oil Co of Ohio (Schio) Although Arco s 1986 North 
Slope construction budget was reduced trom S715 million to ap­
proximately S500 million as a result ol reduced oil prices work 
on the Prudhoe Bay Gas Plant and the Kuparuk Ltsburne pro­
duction facility will continue Sohto has indicated it will proceed 
with its 1986 construction program as planned

Finances: General fund financial operations remain strong 
Significant operating surpluses were generated in each of the 
past live years vrhich were transferred to tne reserve for capital 
outlay lund, the emergency debt service reserve fund, or the re­
cently created permanent tund. At July 1. 1985. balances avail­
able in these Iunds were $72 million, S184 million, and Si 17 mil­
lion. respectively As a result ot these transfers, the general 
fund balance was reduced trom S56 million in 1983 to S4 million 
m 1985 The tnree primary revenue sources of the general lund 
are property taxes (60c a), interest earnings (27° j). and state aid 
(10 ;) Tax collections are excellent, reaching roughly 99-.:. on a 
current basis in each ot the last hve years Debt service ot S189 
million represented 67°'o ol general lund expenditures in 1985.
As ol July 1. 1985. a balance ol $184 million was available in

(continued or next page)
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the emergency debt service reserve lund Monies in excess ol 
the 15 : requirement in this tund will be translerred to the per­
manent tund As ot June 1985. S4 m.ilion was transferred Irom 
the emergency debt service reserve tund lo the permanent 
luno An additional S79 million Iransler Irom the general lund left 
a balance ol Si 17 4 million available in the permanent lund lo 
oe held in perpetuity Interest earmngs on permanent tund bat-

*MUNICIRAL*REVENUE-

ances will be used lor general lund operations Although finan­
cial management is sound, large debt service carrying charges, 
Ihe range ol services provided, and the high cost ol service 
provision will continue lo absorb the borough's large financial 
resources

Maury Cooper 
(212)208-1757

A la s k a  In d u s tr ia l D e v e lo p m e n t A u th o r ity

S11 million variable demand /fixed rate bond due 2004 
Sold. February 25. Goldman, Sachs & Co.
Rated 'A -

Rationale: S&P assigns an A - ‘ rating to the Alaska Industrial 
Deveiooment Authority's conversion ol its variable demand/ 
fixed rate bonds, series 1984 A and B to a tixed rate The 'A - ‘ 
rating on the outstanding economic development bonds, the 
consolidated bonds, and the umbrella bonds is affirmed The 
rating is based upon the moral obligation pledge of the state ot 
Alaska whose rating is affirmed at AA- ' The bonds are addi­
tionally secured by the general obligation ot the authority

Issuer and security: The stale legislature established the 
Atasxa Industrial Development Authority in 1967 tc aid eco­
nomic development The authority was originally created to 
administer tne enterprise development tund This lund was capi­
talized in 1981 with S166 million in state-originated loans In ad­
dition, the state contributed S23 million to tund the capital re­
serve Iunds. In 1982 and 1984. Ihe enabling act was amended 
to expand the authority's powers In 1982, the multilamily hous­
ing loan security lund was set up and in 1984 the economic de­
velopment lund All three programs are legally separate and 
distinct. All economic development activities are channeled 
through the enterprise development tund This lund holds the 
authority's general assets trom which all ol the authority's gen­
eral obligation indebtness is payable The enterprise develop­
ment tund as ol Dec 31. 1985 had general assets of S525 mil­
lion The multilamily housing fund, which is not an asset ot the 
authority, provides additional security to any ot the authority's 
G O bonds issued for multifamily housing projects This lund at 
Dec 31. 1985 held S8 million in assets. The economic develop­
ment lund empowers the authority to own and operate certain 
types ol facilities wnen it is in the public interest to do so. This 
tund was capitalized with an appropriation ot $12 million in cash 
and S132 million in loans held by the slate Financial obligations 
or liability incurred will be secured solely by the economic devel­
opment land and there is no general obligation pledge of the 
authority

The authority has lour types ol bond issues outstanding: eco­
nomic development bonds, consolidated bonds, umbrella 
bonds, and variable demand/tixed rate bonds All issues ex­
cept the variable demand/fixed rate bonds are secured by a 
general obligation pledge Irom the authority Variable demand 
bonds are special obligations ol the authority which become 
G O s upon conversion to a fixed rate. All bonds are further se­
cured by Ihe state's moral obligation pledge. It necessary, ihe 
state's legislature can, Put is not obligated lo, appropriate funds 
to the bonds through their capital reserve Iunds pursuant to no­
tice under state statutes, if these reserves tall below required 
levels The authority's total outstanding G.O. debt at June 30 
1985 is S213 million This issue will increase debt by S11 million 
to S224 million, Total variable rale/fixed rate debt at Dec 31.
1985 excluding this conversion is $40 million. The total $40 mil­
lion is expected to be converted to tixed rate by the end ot
1986 tor $254 million in G O debt ol the authority.

The economic development bonds provide iunds lor partici­
pations in loans tor industrial and commercial projects up to $1 
million All revenues from these loan participations are pledged 
first to ’.he payment ot economic development bonds and then

to the o'her G O debt ol the authority As of June 30. 1985, the 
total outstanding economic developmer' bond debt was $126 
million Consolidated oonds provide tunds tor participations in 
loans tor industrial, commercial, and multifamily housing proj­
ects trom S1-S10 million Revenues trom these participations 
are not specifically pledged to Ihe repayment ol consolidated 
bonds However, this is not a credit concern because botn eco­
nomic development and consolidated bonds are secured by the 
authority's general obligation and the state's moral obligation 
pledges. As of Dec 31. 1985, outstanding consolidated bonds 
totaled $59 million 

The new umbrella bond program is intended to replace both 
the economic development and consolidated bonds These 
new bonds do not have claim to tne economic development, 
consolidated, and variable rate bonds' existing capital rese: re 
Iunds A separate reserve fund lor Ihe umbrella bonds was es­
tablished with similar provisions to the previously issued bonds. 
At Dec. 31, 1985, the balances in all Ihe capital reserve Iunds 
lor the authority's G O debt is S26 million This balance reflects 
the average annual debt service payments ot the bonds.

Loan portfolio: The authority’s porttolio ol loans tails into 
three categories bond loans, appropriation loans, and lederal 
guaranteed loans Bond loans derive their tunds trom bond pro­
ceeds, appropriated loans trom slate appropriated money, and 
federal guaranteed loans Irom Ihe authority's tunas on hand 
These three sources ol funds are used to buy loan participa­
tions Irom Alaska financial institutions The fiscal 1985 composi­
tion ol the portfolio is 22% appropriated loans. 61% bond loans, 
and 17% Small Business Administration (SBA) guaranteed 
loans Appropnaled loans are expected to decline to an insig- 
mlicant percentage ol the portto.io by 1991 Funds Irom the 
paid-oft appropriation loans are used lo buy SBA loans or in­
vestments However, no SBA loans have been purchased in the 
last year due to remi(tance procedure problems with the new 
SBA servicer FIDAT A Until this situation is eliminated, no tuture 
investments in the SBA program will be maintained The authori­
ty's purchase of loan participations is limited lo completed proj­
ects that satisty all terms ot the authority's loan underwriting cri­
teria The authority's capital participation rate in loans under S1 
million Is 90% and 80% for those between S1-S10 million 
Loans are disbursed geographically in proportion to the state's 
population distribution. As a result, Ihe Ancnorage area has the 
highest percentage ot bonded loans at j 5.5%. The portfolio's 
investment in projects is concentrated mainly in commercial 
space, approximately 78% in fiscal 1985 Bond loans delin­
quency laies on 90 days and over are still below 1%, even 
given the slump in the Alaska economy. This low rale is attrib­
uted ‘o stringent underwriting criteria. In addition, each partici­
pating financial institution must provide servicing on all loans 
and mainid,:. a 90-day delinquency rale below 2% or be sus­
pended Irom selling new participations until the rate is con­
trolled The authority has a loan loss reserve tund ot S2.6 mil­
lion. Tnis was created in 1981 and to date, the only charge offs 
are SI 1 million vi defaulted appropriated loans. The reserve is
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returned to its or jinal level Irom earnings The authority reviews 
tne adeauacy ol this reserve lund annually with its accountants

Finances: The authority's assets have crown Irom S218 million 
in 1981 to S524 million m 1985 Liabilities total S220 million in 
fiscal 1985, ol which S213 million are bonds payable All operat­
ing expenses are paid Irom commitment and finance lees in fis­
cal 1985. tnis totaled S1 4 million to cover expenses ol SI 1 mil­
lion Net eammgs have risen Irom S16 million in hscal 1981 to 
S30 mnnon in fiscal 1985 Tne authority nas unrestricted invest­
ments. capital reserve tunas, cash, and interest earnings total­
ing S157 million at June 30. 1935 lo meet snortfails in oebt ser­

vice ol approximately S28 million Unrestricted surplus al June 
30. 1985 is S284 million 

During fiscal 1986 tne authority will convert all ol its remam- 
mg S40 million variable rate debt to tixed In addition during 
1986 s lust halt it intends to issue its tirst taxable financing ot 
S 15 million For fiscal 1937 ano beyond, approximately S65 mil­
lion m debt will be issued a year It is impossible to determine 
how H R 3838 will alter,t tuture issuances other than to assume 
tne procram will continue w>tn additional volume constraints

Andrea M Esoosito 
(212) 208- 183-i

A la s k a  H o u s in g  F in a n c e  C o rp .

Reviewed ratings affirmed

Rationale: S&P affirms Alaska Housing Finance Corp (AHFC) 
ratings on S4 27 billion in outstanding taxable and tax-exempt 
debt The bonds, issued under b2 resolutions, are secured by 
over 52.000 level-paying mortgage and growing equity mort­
gage (GEM) loans The loans are originated 'hroughout the 
stale by private lenders and subsequently ourcnased by tne 
AHFC with bond proceeds Direct state appropriations (in cash 
and in mortgages) permit the purchase ot mortgage loans 
which bear interest at legislatively prescribed "below market' 
rates. To enhance the security ot its bond' the AHFC has en­
tered into various credit arrangements They include Federal 
Housing Administration (FHA) Title I Insurance. Federal National 
Mortgage Association (FNMA) and Government National M rl- 
gage Association (GNMA) collateralization, bank letters ol cred­
it, and surety bonds. Additionally, ihe issuer enjoys strong sup­
port Irom the state of Alaska. 13 issues are guaranteed by a 
pledge ot the state's lull faith and credit The affirmed bond rat­
ings retlect the strength ot the credit enhancements (see list at 
rigr.1).

Issuer: To date, AHFC has received S563 million in state ap­
propriations. Fiscal year ending June 1985 witnessed no re­
quests lor additional funding Such funding will not be sought in 
the foreseeable future. Fund balances ol S1.458 million (fiscal 
1985) reflect the healthy, well managed performance oi the is- 
suei to date The corporation has a staff ol 43 with experience 
in administration, mortgage underwriting, and finance AHFC is 
governed by a five-member board consisting ol two ex-ofticio 
and three governor-appointed members.

Pi ograms: Since its inception in 1971. AHFC has adoDted 
many innovative programs and financing techniques Tne princi­
pal activities include

—Mortgage loan suosidization Ail of the corporation's pro­
grams provide an interest rate subsidy on the first S90.000 ot a 
mortgage loan to Alaskan borrowers The state currently subsi­
dizes the mortgage loans to a maximum ol 3% (4% lor eligible 
veterans) below the cost ot taxable tunds lo the corporation 
However, loan rates may not be loss than 10"; (9': lor veter­
ans) unless the corporation s related cost ot Iunds is less than 
10%

— Taxable bonds To overcome the constraints ol tax-ex­
empt issuance caps (S200 million per annum), the corporation 
began issuing taxable bonds in 1981 It currently has approxi­
mately S1.3 billion in taxaoie debt outstanding, S100 million ot 
which was issued in 1985

—Alaska Buildmg Eauilv loan program In 1983, AHFC in‘:o- 
luced its own version ol the GEM loan Titled Ihe Alaska Build­
ing Equity (ABE) loan, it reauirts an increase in tne borrower's 
monthly payments to provioe lor an accelerated amortization ol 
principal. Thus, it can take advantage ot srorter-term. lower in­
terest taxable bonds

—FNMA collateralization in 1983, AHFC signed a S530 mil­
lion poo: purchase contract wiin FNMA enaolmg Alaskan me 
gages to oe swapped lor FNMA mortgage-backed securit-e:

Ralod debt outstanding
h o u s  ng m ortgage bonds (nonpahty)

1972senesA 
1973 ser es A 
197. eriesB 
1975 set.es A 
1975 senes B 

irsured mortgage bonds loarity)
1975 rrst ser.es 1976 frst and second 
series I977f.:sl second arid in rd senes. 
1978 frst Second, ana tn.id senes 1979 tirst 
and second ser.es I960 frsl, second, and 
In.rd senes.

Slate-ass.sled morlgage-bonds (nonoarily)

A- I 
(n ... S) 
10 6 
10 3
29 6
30 6 
10 5

911 7

Rating
A A
AA
AA
AA
AA
A

senes A 95 8 A
series B and C 75 7 AA
series 0 and E 90 5 A -
series F 170 8 AA
ser.es H 50 0 AA
senes 1 50 0 AA
senes J 50 0 AA
senes K 75 0 AA
senes L 75 0 AA
ser.es M 75 0 AA
series N 75 0 AA
ser.es O* 50 0 AAA
series P* 50 0 AAA

Home mortgage boros (norpantyl
1981 frsl series 79 6 A -
1931 second series 90 9 A
1982 frst senes 77 5 AA-
1982 second senes . ........ 93 3 AA-
1983 frst series ............... . 73 1 AA-
1983 second series 122 4 AA-
Collateralized 198 s series A ........................... 75 0 AAA
Collateralized 1984 senes B ........................... 127 4 AAA
Co, ateraiized 1985 series A 100 0 AAA
Collateralized 1985 senes B .......................... 102 4 AAA

Slate-quarar zed oonds rnonpanty)*
1983 frst series ...................................... 46 2 AA
1993 second series 1175 AA
1983 tn.rd series .................................................. 72 0 AA
1933 lourm series 94 7 AA
1983 tilth series ............................................... 48 3 AA
1983 Sixth series .......... .................................. 72 7 AA
1984 fist series ............................................. 130 0 AA
1924 second series ........................................... 100 0 AA
c.i.aleralzed 1984 frst series 100 0 AAA
Coiiaierai.zed 1984 second senes ............. 302 5 AAA
Collateralized 1985 frst series .................... 150 0 AAA

Second mortgage bonds . . ...... 93 AA
Fairbanks No. th Star Borough res mtge bonds. 28 1 A -
AHFC Overseas Finance N V gld bonds 98 1 AAA

•Guaranteed by lull laith and crea.I ol Ihe stale ol Alaska

(continued on next page)

^ M A R C H S 3 ^ I 9 8 6 ^ H % % - v'aM  ;-V ...yV > - X v %  ••nV.y: V - ^ 2 9 ^



STANDAPO & POOR'S CREOITWHEK

. (MBSs) These MBSs are then, in effect, purchased wilh bond 
proceeds and used as collateral lor the bonds Such collaterali­
zation has enabled Ihe issuer to obtain AAA' ratings on 10 tax- 
exempt and taxable issues lo date

—Recycling AHFC relies heavily on recycling, wherein pre­
payments are used to make new mortgages, in many of its

bond structures This technique has reduced the need tor future 
bond financings and stale appropriations

Lon-Ann Wynler 
(212)208- 16-11

Platte River Power Authority, Colorado

S 1 13 million electric revenue bonds due 2018 
Sold. February 20, Salomon Brothers Inc.
Rated 'A-*--

(5 )

Rationale: The S113 million issue ot Platte River Power Author­
ity electric revenue bonds is rated A+along with S618 million 
ol outstanding parity debt Th.i 'A' rating of the Loveland, Colo 
electric 'evenue bonds was ie- -wed in connection with this 
sale and ic affirmed The ratings reflect the strength ol the par­
ticipant ci|i=s' economic bases and good financial perfor­
mances The authority's rales lo the cities are low because ca­
pacity charqes to Public Service Co ot Colorado are sufficient 
to pay debt service Bond proceeds will be used to retire all out­
standing commercial paper The authority has reft nded the 
commercial paper program msfcso ol retiring :* Ire m revenues 
as was planned to avoid potential lax problems o'td to take ad­
vantage ol current long-term interest rates

Security: The bonds are secured by take-or-pay contracts 
with mp cities ol Fori Collins (45 7% of Ihe protect), Longmont 
(28 'i'.'). Loveland (21 5%), a..d Estes Park (6 1%). The author­
ity s rate covenant is net revenues 1.25 limes (x) adiusted ag­
gregated debt service Debt service is adiusted to levelize pay­
ments ol term bonds m 200U and 2002. The additional bonds 
test requires net revenues in 12 ol Ihe preceding 24 months 
prior to issuance to meet Ihe rale covenanl Additional security 
is provided by a debt service reserve fully funded to maximum 
debt service at the time ol bond issuance.

Operations: Platte River's resources include energy and ca­
pacity under contract with the Western Area Power Administra­
tion (WAPA) through 1989 The authority receives 158mwinthe 
winter and 238mw in Ihe summer The authority owns the 
255mw coal-fired Rawhide Energy Station and an 18% share ol 
the Yampa Project coal-tired Craig units, totaling 154mw Ex­
cess caoacily in the Craig and Rawhide units is sold to Public 
Service under a conlracl through 1994, which is less than the 
Me ol the bonds. Public Service is obligated to take-or-pay for 
capacity and energy made available in accordance with Ihe 
schedule in Ihe contract II the contract schedules are not met, 
Public Service has the notion lo terminate the contract. There­
fore. these bonds are not rated on the basis of the Public Ser­
vice contract Revenue derived trom these sales is sufficient to 
pay all Platte River debt service at this time. In 1985. Platte River 
sold 340 5mw ol capacity per month and 2,380gwh to Public 
Service

Platle River expects peak demand to grow at a compound 
rate ot 5 4% per year in the future and tor energy sales to grow 
5 9% per year Since 1980. annual growth rates ranged Irom 
-3  8-j lo 16 4% tor peak demand and trom 3 3% to 11.8% lor 
energy sales The average growth rates ol 5.9% and 57%. re- 
soectively. were strong despite this volatility Based on this 
growth. Platte River expects to sell power Irom Yampa and 
Rawhide to participants when sales to Public Service end

Rates: The authority is currently charging the participants 35 
mills per kwn Retail rates in all cities except Loveland are below 
tnose ot Public Service and the Poudre Valley cooperative sup­
plied by Tri-state generation and transmission cooperative.

Loveland's rates are only marginally above Public Service s 
rates The authority does not anticipate raising rates to the par­
ticipants until 1991 when it begins taking t ' Rawhioe ca­
pacity Between 1991 and 1996, rales are t .pected to rise 
Irom 35 2 mills per kwh to 55 2 mills per kwh

Finances: During the last two years. Platte River changed trom 
a construction-oriented organization to an operating power sup­
plier The effect of this change is clearer when Ihe operating 
statements for 1983 and 1984 are compared Revenues grew 
105% in that year ana operating expenses grew 107%, primarily 
due to a 195% increase in depreciation with the start-up ot 
Rawhide During 1985. only 29.5% of revenues came trom sales 
to the participants, tne remainder of the revenues came trom 
sales to Public Serv- j Annual debt service coverage was 
1 48x in 1984 and 1 53x in 1985. including commercial paper in­
terest. The balance sheet continued to improve in 1985 The 
current ratio was 4 39 1 and the quick ratio was 1 89 1, Lever­
age declined as the ratio ot debt to plant declined to 1 14:1 
trom 1 20 1

Participants: Fort Collins, Loveland, and Estes Park are in 
La'imer County, north ol Denver, and Longmont is in Boulder 
County, west ot Denver. The key economic sectors in this area 
are manufacturing, services, retail trade, and government High 
technology electronics are a maior source ol employment, with 
manufacturing facilities ol Hewlett-Packard Co . Storage Tech­
nology Inc . and NCR Inc located in Ihe participant cities. 
Colorado State University is another maior employer in Fort Col­
lins The ave.age unemployment rates for 1985 are below the 
national average in both counties, but rose slightly toward the 
end ol the year to 7 1% in Lorimer County and 6 7% in Boulder 
County Total numbers employed remained stable

Participants Fori Estes
ColVns Longmonl Loveland Park

1 > Platte Rive' 45 7 26 1 22 5 6 1
PeaK demand 1985 110 59 48 14
gwn sold 1985 582 332 286 72
Population esl 1985 83.000 49.800 35.300 7.800
1984 revenue(000) 30.487 17,981 15.820 4.572
Pebt serv cov (x) • • 5 80 t

Current ralio" 5 17 t 3 15 1 5 43 1 N A
•No eleclnc (evenue oonds oulslanding 
••Cunen! assets/current liabilities 
N A —Nol available

The financial performance of the participants is good Each 
has had a positive trend in revenues and controlled growth ol 
expenses in recent years Ott-balance sheet debt service cov­
erage is less than 1 OOx tor all participants because Platte River 
debt service payments are subsidized through the Public Ser­
vice contract

Maria C Markham  
(2121 203-1662

©

©


