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S t a t e  o t  A l a s k a

C a s e  S t u d y :  T h e  S t a t e  o f  I l l i n o i s ’ $ 1 0  B i l l i o n  P O B

510,000,000,000 
S ta le  o r I llin o is  

General Obligation Bonds 
Pension Funding S crie s  of June 2003 (Taxable)

S E C U R IT Y  G ene ra l O b lig a tion  o f  the State o f  I l lin o is

P U R P O S E  The  net p roceeds o f  the H onds w ill be used to ( i )  re im bu rse  the S ta le ’ s G enera l R evenue  Fund fo r  a p o rt ion  o f  the con tribu tion s m ade to  the
Retirem ent System s fo r  die last qua rte r o f  the S ta te ’ s fisca l year 2 0 0 3 , ( i i )  re im burse  the S ta te ’ s G en -ral R evenue  Fund  fo r  the S ta te 's  
con tribu tion s to the Re tirem ent System s fo r  the S ta te ’ s fisca l year 2 0 0 4 , ( i i i )  fund  a p o rtion  o f  the un funded  accrued  ac tua ria l lia b ility  
( “ U A A L " )  con tribu tion  rep resenting pension  bene fits  earned in p r io r years and ( i v )  pay o th e r costs inc lud ing  cap ita lized  interest and costs o f  
issuance.

A U T H O R IT Y  F O R  IS S U A N C E  The  B on d  Act, as amended by Pub lic  A ct 9 3 - 2 ,  w hich becam e e ffec t iv e  as o f  A p ril 7 , 2 0 0 3 , em pow ers the S ta te to issue and se ll up to 5 1 0
b il lio n  o f  gene ra l o b lig a lio n  bonds o f  the State, in c lud ing  the B ond s , fo r  the pu rpose  o f  fund ing  o r  re im bu rs ing  a p o rt io n  o f  the S ta te ’ s 
c on tribu tion s to the fo l low in g  re tirem ent system s: the State E m p lo y e e s ’ R e tirem ent System  o f  I l lin o is , the T each e rs ’ R e tirem en t System  o f  the 
State o f  I l lin o is , the S tate U n ive rs itie s  Re tirem ent S ystem , the Judges R e tirem en t System  o f  I l lin o is , and the G ene ra l A ssem b ly  R e tirem en t 
S ystem . In  add ition  to  the G O  Pension  Fund ing  B ond s , the B ond  Act au thori ses the State to issue and se ll d irec t, gene ra l o b lig a tion s  o f  the 
State, in  the aggregate am ount o f  a p p rox im a te ly  S 1 7 .7  b i l lio n  (e xc lu d in g  re fund ing  bonds).

S T A T E  O F  I L L I N O I S  fu r s u a n l to tlie  I l lin o is  P en 1 ion C od e , as am ended , the S ta le  is respon sib le  fo r  fund ing  em p loye r con tribu tion s o f  the R e tirem en t System s, f l i c
R E T IR E M E N T  S Y S T E M S  State cu rren t ly  m akes paym ents lo  the R e tirem ent System s on  an annua l basis, consisting o f  ( i )  un funded  accrued ac tu a ria l lia b ility , and ( i i )  a

con tribu tion  rep resen ting  the S ta le 's  ob lig a t io n  fo r  its share o f  the costs o f  v a riou s cunen t bene fits . A s o f  June 3 0 , 2 0 0 2  (the m ost recen tly  
c om p le ted  fisca l year o f  the S ta te ), the Retirem ent System s had an aggregate m em bersh ip  o f  3 1 1 ,7 0 7  active m em bers. 1 6 8 ,3 4 1  inactive 
m em bers en titled  to  bene fits and 1 4 7 ,9 5 6  re tired  m em bers and bene fic ia ries . A s o f  June 3 0 , 2 0 0 2 ,  based upon the m ost recent a v a i la b le  
ac tua ria l va lu a tion  o f  the Re tirem ent System s, the a c tu a ria lly  de te rm ined  accrued liab ilit ie s  o f  the Re tirem ent System s w ere ap p ro x im a te ly  
5 7 5 .2  b i l lio n , the fa ir m arke t va lue  o f  the ir assets was app rox im a te ly  5 4 0 .3  b i l lio n , and the aggregate U A A L  w ith  respect to the Re tirem ent 
System s was app rox im a te ly  5 3 4 .9  b illio n .

R O A D SH O W

I

■ Transac tion  was considered  a fu ll p ub lic  o ffe r in g  in the U n ited  S ta les . E u rope and Asia

■ There  were certa in  restric tions in certa in coun tries (e .g ., U n ited  K in gd om , F rance , the N c h e r la n d s , S ingapo re  and Japan ) s im ila r to U .S . 
B lu e  S k y  law s



^ S t a t e  o f  A l a s k a

Case Study: The State of Illinois’ $10 Billion POB

$10,000,000,000 
S t a t e  o f  I l l i n o i s  

G e n e r a l  O b l i g a t i o n  B o n d s  
P e n s io n  F u n d in g  S e r i e s  o f  J u n e  2 0 0 3  ( T a x a b le )

T IM ETABLE

MARKETING

Wednesday, 5/21/2003 
Thursday, 5/22/2003

Week of 5/26 
Thursday, 5/29/20C3 
Friday. 5/30/2003

Tuesday, 6/3/2003

Wednesday, 6/4/2003

Thursday, 6/5/2003

Monday, 6/9/2003 
Thursday, 6/12/2003

Actisits
POS Distributed Elecronically 
POS Distiibuted in Hi rd Copy 
Bloomberg Roadshow 
Ratings Received
Structure Wire Released to Syndicate
Call with State to Discuss Execution Detail
Call with Syndicate to Discuss Schedule/Process
Price Views Solicited from Management Team
Price Views Distributed to State
Final Sign Off l._m tlte State on Price Guidance
Call with Joint Leads lo Discuss Price
Deal Announced (Official Price Guidance). Books Opened for Indications 
Close Book
Call with State lo Discuss Order Book
Launch Transaction with Any Size, Structure or Pricing Adjustments (Final Price Talk) (Verbal Award)
Complete Allocation Process
Give Allocations to Investors
Determine LIST'; Sales Against Cus nmer Allocations
Price Transaction (Final Price)
Sign BPA 
Mail Final OS 
Settlement

Principal* 0 ”  UBS Orders -  Total Orders , I BS %
June 1.2008 50,000,000 29,950,000 118,205,000 25.3*/.
June 1,2009 50,000,000 2,500,000 20,000,000 12.5%
June 1,2010 50.000,000 229,500,000 879,500,000 26.1%
June 1,2011 50,000,000 277,500,000 999.250,000 27.8%
June 1,2012 100,000,000 411,500,000 1 471,500,000 28.0%
June 1,2013 100,000,000 376,550,000 1,068,340,000 35.2%
June 1, 2014 100,000,000 219,000,000 357,000,000 61.3%
June 1,2015 100,000.000 271,000,000 523,400,000 51.8%
June 1,2018 375,000,000 270,000,000 646,225,000 41.8%
June 1,2023 1.375,000.000 3,091.285,000 9,751,220,000 31.7%
June 1.2033 7,650,000,000 8,580,300,000 20,256,650,000 42.4%

10,000.000.000 13,759,085,000 16,09I,2"0,000 38.1%

4 ;  i i i s 41
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C a s e  S t u d y :  T h e  S t a t e  o f  I l l i n o i s ’ $ 1 0  B i l l i o n  P O B

S i 0 , 0  J ,0 0 0 , 0 0 0  
Slate of Illinois 

General Obligation Bonds 
Pcns:on Funding Scries of June 2 0 0 3  (Tatuble)

S Y N D IC A T E

Jo in t B o o k -R u n n in g  M anager 
J o in t  B o o k -P u n n in g  M a n a g e r
C o -S e n io r  M anager 
C o -S e n io r  M anager 
C o -S e n io r  M anager
C o -M a n a g e r (G ro u p  I j  
C o -M a n a g e r (G ro u p  1) 
C o -M a n a g e r (G ro u p  I )  
C o -M a n a g e r (G ro u p  I ) 
C o -M a n a g e r (G ro u p  I )

C o -M a n a g e r (G ro u p  2 ) 
C o -M an a g e r (G ro u p  2 ) 
C o -M a n a g e r (G ro u p  2 )  
C o -M an a g e r (G ro u p  2 )  
C o -M a n a g e r (G ro u p  2 ) 
C o -M u ra g c r  (G ro u p  2 )

B e a r S team s
U B S  F in a n c ia l S e rv ic e s  In c .
A B N  A M R O  
C itig roup  
G o ldm an  Sachs
L o o p  C ap ita l M arkets 
M e r r i l l L ynch  
R B C  D a in  Rauscher 
k am ire z  &  C o .
S iebe rt B ran fo rd  Shank &  C o .
A pex P ry o r  Securities 
C ab re ra  C ap ita l M , <kets 
F irs t M idsta te  Inc .
M e lv in  Secu rities 
S B K -B r o o k s  Investm ent C o rp . 
W ach ov ia  B ank , N .A .

i hs 42



S t a t e  o f  A l a s k a

POB Disclaimer

The projected savings contained in this analysis are reflective o f v jious structuring, bond, and interest rate assumptions as well as 
forward looking actuarial assumptions regarding the Public Erryl' yees’ and Teachers’ Retirement Systems.

The expected savings shown are contingent upon a consistcni assumed annual rate o f return of investments for PERS/TRS over the 
life o f the bond deal, among other assumptions. In addition, UTS has incorporated an assumed unfunded actuarial accrued liabilities 
(UA AL) paydown schedule that was obtained and/or derived Tom credible, publicly a vailable sources, upon which expected savings 
arc calculated.

Changes in PERS/I RS’s underlying assumptions, including f Jt not limited to, mortality, salary, amortization method, actuarial cost 
method, asset valuation method, payroll increase, statutory UAAL contribution rates, t,f n 'fits levels, cost-of-living adjustments 
(COLAs), term of UAAL amortization as well as the effects if “ income smoothing,” will have either a positive or negative effect on 
any future funding deficits or surpluses.

There is no guarantee that any projected savings will be rea> • d, nor that PERS/TRS will not accrue a new UAAL after the issuance 
o f the bonds, even if  the portfolio o f investments cams the expected actuarial rate o f return and the expected UAAL paydown schedule 
is realized for the life o f the bond deal.

Please consult your financial advisor and/or actuary regarding ihcsc issues and risks.

4;  u b s 43
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Central Microfilm Services
Denartement of Ed icalion & Early Development
State i Alaska



S t a t e  o f  A l a s k a

Case Study: The State of Illinois’ $10 Billion POB

SI 0,000,000,000 
Scale o r  I ll in o is  

G ene ra l O b lig a t io n  Bonds 

Pension Fu n d in g  Series o f Ju ne  7003 (Taxab le )

S Y N D IC A T E I r o I c  •  . .♦ '
N iim c

Jo in t B o o k -R u n n in g  M anager B ea r S team s
J o in t  B o o k -R u n n in g  M a n a g e r U B S  F in a n c ia l S e rv ic e s  In c .
C o -S e n io r  M anager A B N  A M R O
C ( '- S e n io r  M anager C it ig roup
C o -S e n io r  M anager G o ldm an  Sachs
C o -M a n a g e r (G ro u p  1) L o o p  C ap ita l M arkets
C o -M a n a g e r (G ro u p  1) M e r r i l l L ynch
C o -M a n a g e r (G ro u p  1) R B C  D a in  Rauscher
C o -M a n a g e r (G ro u p  1) R am ire z  & C o .
C o -M a n a g e r (G ro u p  1) S iebe rt B ran fo rd  Shank &  C o .
C o -M a n a g e r (G ro u p  2 ) A pex  P ry o r  Securities
C o -M a n a g e r (G ro u p  2 ) C ab re ra  C ap ita l M arke ts
C o -M a n a g e r (G ro u p  2 ) F irs t M idsta te  Inc.
C o -M a n a g e r (G ro u p  2 ) M e lv in  Secu rities
C o -M a n a g e r (G o  ip 2 ) S B K - B r o o k s  Investm ent C o rp .
C o -M a n a g e r (G ro u p  2 ) W ach ov ia  B an k , N .A .
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POB Disclaimer

The projected savings contained in this analysis arc reflective o f various structuring, bond, and interest rate assumptions as well as 
forward looking actuarial assumptions regarding the Public Employees’ and Teachers’ Retirement Systems.

The expected savings shown are contingent upon a consistent assumed annual rate of return o f investments for PERS/TRS over the 
life o f  the bond deal, among other assumptions. In addition, UBS has incorporated an assumed unfunded actuarial accrued liabilities 
(UAAL) paydown schedule that was obtained and/or derived from credible, publicly available sources, upon which expected savings 
are calculated.

Changes in PERS/TRS’s underlying assumptions, including but not limited to, mortality, sa la^ , amortization method, actuarial cost 
method, asset valuation method, payroll increase, statutory UAAL contribution rates, benefits levels, cost-of-living adjustments 
(COLAs), term o f UAAL amortization as well as the effects o f  “income smoothing,’’ will have cither a positive or negative effect on 
any future funding deficits or surpluses.

I here i. no guarantee that any projected savings will be realized, nor thai PERS/TRS will not accrue a new UAAL after the issuance 
o f the bonds, even if  the portfolio o f investments cams the expected actuarial rate o f return and the expected UAAL paydown schedule 
is realized for the life o f the bond deal.

Please consult your financial advisor and/or actuary regarding these issues and risks.
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A L A S K A  R E T I R E M E N T  M A N A G E M E N T  B O A R D

January 12-13, 2006 M E E T I N G  (Tape Log) Page I

Tape No. Speaker Subjeci

January 12-13, 2006 
Juneau. Alaska 
Goldbelt Hotel. Egan Drive

ALASKA RETIREMENT M ANAGEM ENT BOARD (WORK SESSION) MEETING

ARM BOARD MEMBERS picsent: Martin Pihl, Gail Schubert, William Corhus. Sam Trivette, Gayle Harbo, 
Scott Nordstrand, Larry Semmcns, Michael Williams

ARM BOARD MEMBERS absent: John Roses

STATE R EV EN I’E STAFF: Gary Bader (CIO), Judy Hall, Bob M itchell, Tom Boutin, Susan Taylor 
ADMIN and R&B STAFF: Melanie Millhorn, Traci Carpenter. Kevin Brooks

IAC MEMBERS PRESENT: Dr. Jerrold Mitchell, Dr. William Jennings

OTHERS PRESENT: Rob Johnson (ou .ide legal counsel); Michael O 'L eary , Callan Associates; Clark
Gruening, Don Gottschall, Michael Kirk. Chester Johnson (State Financial Advisor), Cynthia Weed (State bond 
counsel), Jeffrey Sin/ (M unicipality o f Anchorage); Kevin Richie (AK Municipal League); Mike Barnhill (A G ’s 
Office); Don Gotschall; Kristin Erchingcr (City o f Seward); Derek M iller (Rep. Kelly Aide); Jack Kreinhedcr 
(OMB); Cindy Spanyers (A PEA /A FT); Donn Stewart (DOA Personnel)

Tape I, Side A 
Thursday, January 12, 2006

Start Time: 9:00 a.m. 
0  Roll call

Trivette
Schuben

Michael Kirk </

Schubert
Trivette
Harbo

Harbo, Nord, Pihl, Schubert, Semmens, Trivette, Williams.
Public meeting notice rqmt. met 
Agenda
Harbo motion, Semmens 2nd.
Letter to add.
Approved.
Public Appearances.
Ret 20 yrs from teaching. I first brought to actuary 's attn that assumptions 
are from 1930s. Longevity - how long to work, how much they contribute, 
how long they benefit. "Nothing comes from nothing." Experience nationally 
shows I did know what I was talking about. "From many comes one." Many 
contribute to my retirement? Make it fit.
M inutes.
Moved.
2nd.



ALASKA RETIREMENT MANAGEMENT BOARD
January 12-13. 2006 MEETING (Tape Log) Page 2

Tape No. Speaker Subject

Schubert Technical corrections I’ll give to staff, if no objection
M otion passed without objection. -

7 Pension O bligation Bond Panel / t i f ? & * A ty
Micnael O 'L eary , Chester Johnson. Cynthia Weed, Jeffrey Sinz (intros by 
Tom Boutin) P F

O 'Leary Start with 1st presentation...(overhead slides)
(Bill Corbus arrived at 9:10 a.m .]

"You pays me now or you pays nie late - true for pension obligation bonds.
12 Pg 2 - topics that Tom asked me to focus attention.

Pg 3 - Have to address, earnings lost because of underfunding, not just 
underfunding. Actuary assi rning assets are there to earn income every year.
If sponsor issues bonds, inn tediately system is less underfunded, generating 
earnings. Somebody has to pay cost of bond service. No guarantee system 
will earn expectations. If it doesn’t, then sponsoring entities will have to pay 
debt costs, plus continuing tc ay normal cost o f pension system, plus future 
potential unfunded liability.

14 Pg 4 - use of leverage...double edged sword.
If you look at young pension plan, young work force, liabilities way out 
there, that fund has very long term investment horizon. Could have a very 
aggressiv. investment policy. But workforce in their 40s, shorter horizon for 
open plan. Corpus is large...little less aggressive policy is considered 
reasonable. But for closed plans, that's  not true. No new benefits being 
earned, should be comparatively conservative policy.

20 July 1, 2006 - no new participants go into PERS system .^liave to ne a huge
infusion of contributions going in. Dollar cost averaging. Somewhere down 
the road it will be appropriate to shift to more conservative policy. If in 
bonds exclusively, what would be appropriate discount rate? 4% , 5%? What 
would be effect on liabilities if discount rate was 4-5%? Liabilities would 
rise. Every % rise in the discount rate would be a 10-12% rise in liability 
rale. Actuaries always offer caveat based on discount rate...

25 Pihl Aggravated by cashflow going out?
O ’Leary It’s ok to have 0 balance at end o f life o f plan. Just showing you the

implications of bond obligations, sponsors are making payments.
Pg 5 - from initial meeting. W here PERS and TRS are along efficient 
frontier. Most plans are somewhere near where you are.

28 Leverage from an employer perspective - pg. 6. Issuance o f pension
/ obligation bonds - levers their contributors’ risk. Fact of life, like mortgages.

V f The debt service on pension obligation bond is fixed, therefore less flexibility 
on that portion o f the pension cost. More variable - in addn to that fixed 
payment, you continue to make normal cost distributions, plus unfunded 
liability. If fund earns more than borrowing costs... If fund earns less than 
borrowing costs, New Jersey example o f bad experience. Reallv don’t know



ALASKA RETIREMENT MANAGEMENT BOARD
January 12-13, 2000 MEETING (Tape Ix>g) Page 3

Tape No. Speaker Subject

the answer until bonds are paid off.
34 Pg ? How dees it impact asset allocation from strategic perspective -

shor.ldn i have significant effect. Probably shouldn’t be altered. However, 
your risk tolerance may be different... May wish to rein in the volatility a 
bit. Others ma> cl you can afford a little more volatility to make more 
money, reduce pension cost. If someone invested in 2002, when market was 
in free fall...short term result would be poor, look like it was exacerbating 
problem , even though it would help in long term. Private equity investments 
are periodic with good GPs. where to invest in interim. Have a transition 
target maybe.

38 Pg 8 - PERS and TRS case, investment proceeds would be considerable.
Pg. 9 - 2nd bullet point, cash flow pattern would change, planning liquidity 
needs more an issue.
Pg 10 - What if scenario for Alaska. If issued POBs 3 years ago, you would 
have been better off If done 5 years ago, would have been a loser (so far).

41 In terms o f target, should an obligation get to 100% funded r - some lower
level? Some say 90% would be better... political dynamic

T ape 1, Side B (9:45 a .rr .)
0 Chester Johnson (State Financial Officer) (no handout or overhead material) >’ell a s to ry ..." it’s

J. simply a m iracle." To emphasize the point that to borrow money is never a
miracle. C an’t r lake something out o f nothing. POB can be used in certain 
circumstances, but to borrow to lessen the size o f an unfunded liability can 
work (and did work in 90s) but can it work way out in the future. What 
rating agencies and honest brokers say about PO 3s...som etim es there are no 
other choices. New Jersey, llinois exam ples... C oncerns that rating agencies 
have about use o f POBs...debt paid out o f Ge lFunds, immediately affects 
debt rating o f fund. Market risk - will market return disappoint and make 
problem worse? Conversion o f a soft liability into a hard one. Govt can’t 
miss a debt service payment, but can miss a pension payment. Increased 
pension liability, addl debt can push aside other capital projects. Is 100% 
funded position a good idea? Many analysts have reservations about 100% 
funded, creates incentive for govt to give addl benefits. Even research staff 
o f  investment bankers have written about credit problems with POBs. 
U B S...sees it as credit negative, reduces long term operating capability.

10 Is AK in trouble credit wise because o f size o f unfunded liabilities? Fitch
says that declines were consistent with general equity market trends. S&P 
says state is allocating $$ to cover burden o f employers. M oody’s 
says...som e concern, state has addressed by DCP for future employees. 
Lessened by retiree medical benefits included.
What does it suggest? AK has AA rating, strong credit position. Unfunded 
pension liability o f AK is in the pack, doesn’t stand out from others, even tho 
AK offers health benefits. AK not in position to use POBs...
But if decision to use POB as state or local levels, structural issues. Bonds



ALASKA RETIREMENT MANAGEMENT BOARD
January 12-13. 2(T5 MEETING (T ap e  L o r) Page 4

Tape No. Speaker Subject

15

18 Schubert 
Audience

19 Schubert 
Break at 10:02 a.m . to 10:22 a.m .
20 Cynthia Weed

are taxable. Foreign purchasers have been active in POB market. 
...callability  o f bonds after a certain tt o f years...
Circumstances that POBs would be issued in future: revelries are still 
recovering from economic slow down. Facing rising interest rate 
environment =  lower investment return. D on 't know how economics will 
stand up over life of bond issuance. Question whether market risk is worth 
it.
Is there committee hearing?
My colleague still not here yet, he’s at hearing.
Break now for 15 mins.

23

27

|Backup 2A]

Semmens
Weed

T ape 2, Side A (10:40 a.m .) 
0 Weed

Jeffrey Sinz

State Bond Counsel (with Preston Gates Ellis LLP)
Legal Issues
Starting with presumption that you’ve decided to do POBs, and if we could, 
how would we do this. Definition o f deb t... State constitutional issues: need 
voter approval.
Local general obligation bonds for pension obligations: also requires voter
approval. TY  O  II
Revenue debt public organizations as alternative. ±A  ^  * 11
Debt that is not really debt - structuring ideas. Certificates o f participation. 
Lease and lease back obligations. Not debt for constitutional purposes. State 
retains right to walk away from facility and not make paym ents..holders of 
COP would not be happy but no recourse.
Anchorage example: has powerful rep in WA, DC. Tax exempt debt and 
taxable borrowing in early 1990s. One mechanism that might be available to 
do pension financing. ^
MB 278 - Give Bond Bank authority to issue bonds... source of repayment 
o f bonds? For employers? How I see it - if bond bank issues bond on behalf 
o f local governm ent...subject to constitutional limitations.
Might be able to use lease and leaseback structure... How that 
w orks...consolidate debt to get access to the market. Moral obligation o f the
state to fund a reserve if there was a shortfall in the Bond Bank. This idea
would change... Intercept concept - 
Only if you’re receiving $$ ...
Yes.

Other Options - Constitutional A m endm ent...rainy day fund. Dollar 
sw itching...from  other projects.
Conclusion: no perfect solution. Read G FO A.org - active committee working 
on pension funding, resources on website, qns you should ask before gel” * 
into a program.
C hief Fiscal Officer, Muncipality o f Anchorage (overhead presentation) 
Important issues to employers in state, as well as taxpayers o f local
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9
12

15

19

26

29 Schubert
Williams 
Sinz 
Weed

Sinz
31 Williams

Johnson

36

38 S em ren s

Johnson 
40 Semmens

Subject

governments.
Speak strongly from alternative position. POBs are good tool, premature to 
dismiss them because o f limited options. Array o f perspectives on this issue, 
mine is local employer perspective. No opportunity for local govts to act 
independently, but is potential to work through POBs. PERS is statewide 
system, should be addressed in statewide way. ANC doesn’t want to have to 
act alone.
Fond o f word "substitute’’. Introduction page - reads points... 
Challenge/Opportunity... one response was SB 141. creation o f Tier IV. 
Another is increasing contribution rates.
PERS Challenge/Opportunity...
Anchorage Challenge... $462 million shortfall in PERS. Translates for ANC 
taxpaper when implemented is 2 mills or $500 a year addl property taxes. 
Significant
Anchorage O pportunity...slightly more conservative view o f the world. 
Current Risks. Financial - earnings, market trends (timing), ratings, risk. 
Administrative risk - accounting, investment management (undefined policy 
question), cost allocations, plan flexibility (what to do with excess proceeds). 
Legai - isn 't clear to us al this point. Need clarity. Political - ANC doesn’t 
want to be ahead of the curve.
Summary: financial impacts are real, substitution o f lower pension debt can 
reduce cost, access to pension debt markets are u n clea i..., and MB 278 is 
step in right direction but not ready to go in its current state.
MOA hasn’t reached decision on POB yet, but believe that research done to 
date should be fully explored.
Thank presenters. Questions now.
M OA ’s ability to issue GOBs, is local voter approval required?
D on’t know. Appropriation debt o f some form,
What they have done so far hasn’t been subject to voter approval. Haven t 
seen all the ideas yet.
Mayor would make call.
Johnson - negative about booking a liability. Govt acctg standards coming to 
disclose unfunded liabilities, so raters will count that for AK.
Debt and assets ratio to com pute...com pared on a national basis. Debt 
Computation does not include liability for pension funding.
Neither Fitch or S&P commented on A K ’s situation. Health ta re  counted in 
state’s obligation, concerned about that. May cause other state’s to include 
H C in their computation. AK less concern about unfunded liability at this 
point
If nothing is done, municipality could have contribution o f close to 30%, 
affect rating ability to repay debt?
As % rises over time, underlying credit characteristics deteriorate.
Why would MOA do this? Hardship on municipality?
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Local impact on tax rate. MOA has tax limitation in its charter 
Backup 2B, 4 mins.

Tax increase taker up space that could be used lor other projects... Will keep 
on reviewing until we reach conclusion about POBs.
At cap now? Will have to reduce $$ elsewhere? Yes.
60% of operating budget is labor.
Mav have to get rid of employees?
Yes.
Financial impact on household, what is reduction of different calculation? 
20% of $500 would be shaved v'ff.
26% instead o f 28.6% .
What contribution rates have gone from, dramatic.
Magnitude o f the pioblem  from afar doesn’t look that bad. But looked at 
from local level, these numbers are defensible.
We had contribution rates that were way under what they should have been 
to support the pension plans we have, that’s part o f the problem.
Radically different than it is today.
C al’ability of different bonds - sounds like w e’d want that. What is cost?
In tax exempt market, ability to call bonds after 10 yrs at no premium. 
Perception is you should do that to maintain flexibility. In taxable market 
tends to be bigger penalties for calling bonds.
What is premium on untaxed bonds?
Varies, not trivial.
D on’t look at either you do or don’t do, but it could be a quiver, go from 70 
to 80% or 85% , use as an experiment to see how it works.
D oesn’t address rising health care costs. POBs analogous to paying o ff CC 
debt by home equity loan. How do you allocate $$ that comes in all at once? 
Most common answer is to invest it immediately per policy, but difficult to 
do. Think it through before you get the $$. check risk preferences. 
Approaches vary...
Curious about how much is available once all expenses are paid?
Size o f bonds matters. Maximum 2% down to 1 % for larger amount.
No of years?
25-30 years. Usually m atches...
Do POBs have any advantage over increasing equities over fixed income, less 
risk?
D on’t know right off. Thought process, which has more risk ... Some plans 
get more risky trying to make up earnings for unfunded liability. Interesting 
question.
Concluded presentations. Thank you.

Schubert Chair Report.
I met with 2 commissioners, discussed committee memberships. Do next
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mtg. I testified at Ways and Means Committee by teleconference, as well as 
others. Also Report to Leg Committee, w e’ll do that later Letter from Sen. 
Kim Elton in packet - to calculate costs for Tier III and VI employees. Leave 
that to staff to respond to Senator.

23 Schubert Recess for lunch now.
End o f Tape 2, Side B
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Municipal bonds for pension plans (Work Order 24-LS1458)

Representative Bruce H. Woyhruuch

Tnnium Brandi Cook 
Director '/f i ^y

You ask whether siate law prevents municipalities from -ssuing pension bonds I 
understand that these bonds are to be paid for from the general revenue of the 
municipality. If (he Ixinds create a general debt of a municipality, Jikc a general bond 
issue, they arc subject to the limitation on acquisition of debt by municipalities under 
Ail. IX, see. 9 of the stale constitution. (See Village of Chefornuk v, Hooper Bav Constr. 
c?-.. 758 I’ 2d 1266 (Alaska 1988))

A lt IX. sec. 9 states in full: "No debt shall be contracted by any political subdivision of 
the Slate, unless authorized for capital improvements by ils governing body and ratified 

y L  by n majority vote of those qualified lo vote and voting on the question." Note that this 
tyjio of debt may not he used to finance pension plans because its use is limited to capital 
improvements. U'itv of J uneau v. Hixson. 373 P.2d 743 (Alaska 1962))

An. IX. see. ID permits borrowing to meet appropriations for n fiscal year, but this type 
of interim bonowing must he paid before the end of the next fiscal year. It could only be 
used lo lund a pension plan on a short term basis. Other exceptions to the restraint on 
borrowing arc found in Ait. IX, see. 11, but it is nol obvious to me how these exceptions 
might he used to fund pension plans. That section provides:

SECTION II. Exceptions. The restrictions on contracting debt do not 
apply to debt incurred through the issuance of revenue bonds by a public 
enterprise or public corporation of the Stale or a political subdivision, 
when the only security is the revenues of the enterprise or corporation.
The restrictions do not apply lo indebtedness to be paid from spcciul 
assessments on the liencfiicd property, nor do they apply to refunding 
indebtedness of the State or its political subdivisions.

For examples of creative stale funding methods lhat have been upheld by the court see 
Myers, V. Alaska I (odsinp. Finance Coin.. 68 P.3d 386 (Alaska 2003) involving the sale of 
the right to future payments fror.l the tobacco settlement to secure revenue bonds, and 
Clarrjjoltst-Cin Properties v, State. 899 P.2d 136 (Alaska 199.5) involving the issuance and 
sale ol certificates ol participation in a lease-financing arrangement.

litr jjw  
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G o v e r n o r  F r a n k  FI. M u r k o w s k i

December 2005
Dear Alaskans:

ll seems that too often, whether through over-regulation or bureaucratic 
inefficiency, government hinders rather than helps construction of sound economic development or public works projects.

I am proud to present the Alaska Municipal Bond Bank Authority as a great 
example ol government getting it right. The job of the authority is to help 
municipalities. This report shows that in fiscal year 2 )05 the authority issued S 123.0 
million in bonds and provided direct savings of $16.7 million to Alaska municipalities

lake advantage of the Bund Bank's high credit ratings Because bonds issued by the 
authority are backed by the moral obligation of the state, they have higher credit 
ratings than bonds issued by most Alaska municipalities.

In fiscal year 2005, bonds sold by the authority financed school construction in 
Kodiak, Petersburg, Sitka, and Ketchikan: harbor improvements in Adak: a hospital in 
Junvau; street improvements in North Pole; ar.d a new ice rink in Palmer It also 
financed roof repairs for Anchoiage's Performing Arts Center and refinanced 
outstanding bonds for savings to Haines. Palmer, Ketchikan, Fairbanks, Cordova, 
Sitka. Unalaska, and Ihe Northwest Arctic Borough.

My administration has made a concerted effort to maintain the slate s credit 
ratings over the past three years. The payoff for fiscal discipline, curtailing the use of 
debt, and laying the groundwork for a long-term fiscal plan has been a return to stable 
credit ratings. In the case of the Bond Bank, this has resulted in a credit upgrade to 
A1 from Moody's Investors Service in fiscal year 2005. It is gratifying to sec these 
efforts converted to real aiui mcasuraole savings for Alaskans throughout their 
municipal governments.

Our job is nol finished. Economic and resource development through improved 
infrastructure and efficient government continue as a main focus of my 
administration.

The benefits of the effort come in greater opportunities for Alaskans to find the 
careers needed to raise families and enjoy the great bounty of the Last Frontier.

Local governments sell their bonds to the authority to achieve lower costs and

Frank H. Murkowski 
Governor

ALASKA Ml  N 1C 11* AI ii > \  b V  I l l u K I M
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IE 1 IE R  FROM IH E CHAIRPERSON

I<> i l l  A la s k a n s :

I h e  \  i r  2 0 0 5  m a r k e d  t h e  3 0 t h  y e a r  o f  e x is t e n c e  f o r  t h e  A la s k a  M u n i c i p a l  B o n d  B a n k  A u t h o r i t y  

( B o n d  B a n k ) .  S i n c e  i t s  i n c e p t i o n  in  A u g u s t  o f  1 9 7 5 ,  t h e  B o n d  B a n k  h a s  h e l p e d  A l a s k a n  c o m m u n i ­

t ie s  s e c u r e  o v e r  S H O O  m i l l i o n  d o l l a r s  i n  f i n a n c i n g  f o r  p u b l i c  w o r k s  p r o j e c t s  t h a t  h a v e  i m p r o v e d  t h e  

s t a n d a r d s  n f  h e a l t h ,  s a f e t y  a n d  e d u c a t i o n  f o r  o u r  c i t i z e n s .  T h e  m u n i c i p a l i t i e s  u s i n g  t h e  s e rv  ic e s  

o t  t h e  B o n d  B a n k  h a v e  r e a l i z e d  s i g n i f i c a n t  s a v in g s ,  r e d u c i n g  t h e  b u r d e n  o n  t a x p a y e r s  t h r o u g h o u t  

t h e  s t a t e .

I h e  B o n d  B a n k  w a s  c r e a t e d  t o  a s s is t  A l a s k a n  c o m m u n i t i e s  is s u e  b o n d s .  S o m e  c o m m u n i t i e s  s im p le  

la c k  f a m i l i a r i t y  w i t h  t h e  f i n a n c i a l  m a r k e t s ,  o t h e r s  s e e k  t o  «• ' c e  t h e  c o s t  o f  i s s u i n g  b o n d s ,  a n d  

s o m e  m u n i c i p a l i t i e s  f i n d  t h e )  c a n  g e t  b e t t e r  t e r m s  o n  h o >  -a le d  b y  t h e  B o n d  B a n k .

I h e  B o n d  B a n k  r e a l iz e s  s a v in g s  f o r  c o m m u n i t i e s  i n  a n u m h c i  o f  w a y s .  W e  p o o l  b o n d s ,  s e l l i n g  

m u c h  l a r g e r  is s u e s  t h a n  a n y  o n e  c o r n u  u n i t y  w o u l d ,  t h e r e b y  c r e a t i n g  e c o n o m i e s  o f  s c a le .  B e c a u s e  

o l  o u r  l e v e l  o f  a c t iv i t y ,  v ie  c o n t r a c t  f o r  p r o f e s s io n a l  s e r v ic e s  a t  a l o w e r  c o s t  t h a n  c o u l d  le s s  a c t iv e  

b o n d  is s u e i s. T l i e  B o n d  B a n k  a ls o  h a s  a b e l t e r  c r e d it  r a t i n g  t h a n  is  av a i l a b l e  t o  m o s t  c o m m u n i t i e s ,  

r e s u l t i n g  in  l o w e r  i n t e r e s t  r a te s .

T h e  B o n d  B  , n k  p r o v i d e s  s e n  ic e s  t o  u r b a n  a m i  i u r a l  c o m m u n i t i e s  in  ev e n - r e g i o n  o f  t h e  S t a t e  as 

d e m o n s t r a t e d  b y  a re v  i e w  o f  t h e  f i n a n c i a l  i n f o r m a t i o n  t h a t  f o l l o w s .

B e g i n n i n g  i n  19 7 ” . t h e  B o n d  B a n k  h a s  r e m i t t e d  t o  t h e  S t a t e  o f  \ l a s k a  a n n u a l  i n v e s t m e n t  e a r n i n g s  

i n  e x c e s s  o f  o p e r a t i n g  n e e d s .  \ t  S 2 6 . 9  m i l l i o n ,  t h o s e  r e m i t t a n c e s  n o w  e x c e e d ,  b y  o v e r  5 8 . 3  m i l ­

l i o n .  t h e  S i 8 . 6  m i l l i o n  a p p r o p r i a t e d  b y  t h e  S t a t e  o l  \ l a s k a  t o  t h e  B o n d  B a n k  b e t w e e n  t h e  y e a r s  

1 9 7 b  a n d  1 9 8 b .

f i s c a l  v c . 2 0 0 5  saw  a c o n t i n u a t i o n  o f  t h e  t r e n d  o f  in c r e a s e d  u s e  o f  t h e  B o n d  B a n k .  S i x  s e r ie s  o f  

iw in d s  w e r e  is s u e d  f o r  S I M  m i l l i o n  f o r  f o u r t e e n  A l a s k a n  c o m m u n i t i e s .  B o n d  B a n k  p a r t i c i p a t i o n  

i n  t h e s e  t r a n s a c t i o n s  is  e s t i m a t e d  t o  h a v e  s a v e d  o v e r  S I 6 .  m i l l i o n .

T h e  B o n d  B a n k  is  i n d e e d  a n  id e a  t h a t  w o r k s  a n  e x a m p l e  o f  t h e  b e n e f i t s  t i t  a  c a n  b e  r e a l i z e d  

t h r o u g h  g o o d  g o v e r n m e n t .

I n  a c c o r d a n c e  w  i t h  A l a s k a  S t a t u t e  4 4 . 8 5 . 10 0 ,  w e  r e s p e c t f u l l y  s u b m i t  t h e  a t t a c h e d  y e a r  2 0 0 5  r e p o r t  

o f  t h e  a c t iv i t i e s  a n d  f i n a n c i a l  c o n d i t i o n  o f  t h e  B o n d  B a n k .

W e  h o p e  y o u  s h a r e  w i t h  is  o u r  p r i d e  in  t h e  B o n d  B a n k 's  a c c o m p l i s h m e n t s  t h i s  o u t s t a n d i n g  

y e a r .

S in c e r e ly ,

R .  I ) e s m o n d  M a y o

in ii "> \ \  \  I W Rl I’ORF
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I h e  B o n d  B u n k  is  a p u b l i c  c o r p o r a t i o n  t h a t  a id s  

A l a s k a n  c o m m u n i t i e s  b y  i s s u i n g  b o n d s ,  a n d  u s i n g  t h e  

p r o c e e d s  t o  p u r c h a s e  t h e  m u n i c i p a l i t i e s ’ g e n e r a l  o b l i ­

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

in  A u g u s t  I ‘> 7 5 .

T h e  B o n d  B a n k  h a s  a le g a l  e x is t e n c e  i n d e p e n d e n t  o f  

a n d  s e p a r a t e  f r o m  t h e  S t a t e  o f  A la s k a .  B o n d s  is s u e d  

b y  t h e  B o n d  B a n k  a r e  p a y a b l e  o n l y  f r o m  B o n d  B a n k  

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

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

B o n d  B a n k 's  b o n d s .  ( F o r  m o r e  i n f o r m a t i o n  p le a s e  s e e  

N o t e s  t o  F i n a n c i a l  S t a t e m e n t s . )

T h e  p o w e r s  o f  t h e  B o n d  B a n k  a r e  v e s t e d  in  i t s  B o a r d  

o f  D i r e c t o r s .  I h e  m e m b e r s h i p  o f t  h e  B o a r d  c o n s is t s  o f  

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

s e c t o r .  T h e  t h r e e  p r i v a t e  s e c t o r  b o a r d  m e m b e r s  a r e

a p p o i n t e d  b y  t h e  G o v e r n o r  a n d  s e r v e  f o u r - y e a r  t e r m s .  

T h e y  a r e  j o i n e d  o n  t h e  B o a r d  b y  t h e  C o m m i s s i o n e r  o f  

R e v e n u e  a n d  t h e  C o m m i s s i o n e r  o f  C o m m e r c e ,  C o m ­

m u n i t y  &  E c o n o m i c  D e v e l o p m e n t  ( o r  t h e i r  a s ; ig n e d  

r e p r e s e n t a t iv e s ) .

T h e  B o a r d  o f  D i r e c t o r s  o p e r a t e s  i n  a c c o r d a n c e  w i t h  

t h e  B o n d  B a n k  A c t  ( A S  4 4 . K 5 ) ,  i t s  p u b l i s h e d  r e g u l a ­

t i o n s  ( 1 5 \ A (  11 F 4 )  a n d  it s  b y - l a w s .  T h e  b o a r d s  m a i n  

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

T h e  B o n d  B a n k  m a y  n o t  is s u e  r e v e n u e  b o n d s  i n  e x c e s s  

o f S 7 5  m i l l i o n  i n  a n y  f is c a l  y e a r  u n le s s  t h e  A la s k a  L e g ­

i s l a t u r e  a p p r o v e s  a g r e a t e r  a m o u n t .  T h e  B  >nd  B a n k  is  

f u r t h e r  r e s t r i c t e d  t o  a l i m i t  o f  $ 5 0 0  m i l b o n  o f  b o n d s  

o r  n o t e s  o u t s t a n d i n g .  .A s  o f  J u n e  5 0 ,  2 0 0 5 ,  o b l i g a t i o n s  

t o t a l e d  $ 4 0 0 . 4  m i l l i o n ,  a l l o w i n g  f o r  a d d i t i o n a l  b o n d  

is s u a n c e s  o f  a p p r o x i m a t e l y  $ 9 0 . 6  m i l l i o n .

p J - A S * / ,

M \ S K  \ Ml  \ l (  | P M  B O M )  B A NK  W I HOk ' t D
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T h e  B o n d  B a n k  p a y s  i t s  o w n  w a y .  I h e  B o n d  B a n k 's  

r e s e r v e  a c c o u n t s  s e r v e  t o  b o t h  g u a r a n t e e  t h e  b o n d s  

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

B a n k ’s  c o s t s  a r e  p a id  f r o m  t h e s e  i n v e s t m e n t  e a r n i n g s .  

T h e  s t a t u t o r y  e a r n i n g s  f r o m  i t s  i n v e s t m e n t  a c c o u n t s  

e x c e e d e d  e x p e n s e s  b y  S 4 0 2 . 4 2 7  d u r i n g  t h e  f is c a l  y e a r  

e n d i n g  J u n e  3 0 ,  2 0 0 5 .  S u c h  e x c e s s  f u n d s  a r e  p a y a b l e  

t o  t h e  S t a t e  o f  A la s k a .  T h e  B o n d  B a n k  is  t r a n s f e r r i n g  

S 2 5 ( ) , ( ) 0 ( )  o f  n o n  s t a t u t o r y  i n v e s r m  n t  e a r n i n g s  t o  t h e  

S t a t e  o f  A la s k a  i n  f is c a l y e a r  2 0 0 6 .  S in e  •• 1 0 7 7  t h e  B o n d  

B a n k  h a s  r e t u r n e d  e x c e s s  e a r n i n g s  t o  t h e  S t a t e  f o r a  c u ­

m u l a t i v e  t o t a l  o t  S 2 6 . 9  m i l l i o n ,  e x c e e d in g  b y  o v e r  S H .3 

m i l l i o n  t h e  S t a t e ’s  o r i g i n a l  i n v e s t m e n t  o f S I H . 6  m i l l i o n  

( a p p r o p r i a t e d  i n  t h e  y e a r s  1 9 7 6  t h r o u g h  1 9 8 6 ) .

A la s k a 's  i n v e s t m e n t  in  t h e  B o n d  B a n k  is  c o m p o u n d e d  

in  o t h e r  w a y s .

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

B a n k 's  s e r v i c e s  r e a l i z e  c o n s i d e r a b l e  s a v in g s .  I h e s e

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

c r e d i t  w o r t h y ,  h a v e  n o t  is s u e d  b o n d s  o r  n o t e s ,  o r  h a v e  

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

S o m e  l a r g e r  c o m m u n i t i e s ,  c a p a b le  o f  i s s u i n g  t h e m  o w n  

b o n d s ,  f in d  t h a t  t h e  B o n d  B a n k 's  s e r v ic e s  r e s u .  i i le s s  

e x p e n s e ,  e s p e c i a l l y  f o r  s m a l l  b o n d  is s u e s .

J n  a d d i t i o n  t o  t h e  a n n u a l  d iv  i d e n d s  r e c e iv e d  f r o m  t h e  

B o n d  B a n k ,  i t  r  is ts  t h e  S t a t e  o f  A la s k a  le s s  m o n e y  t o  

r e i m b u r s e  c o m m u n i t i e s  t o .  s u c h  c a p i t a l  p r o j e c t s  as 

s c h o o ls  b u i l t  w i t h  f u n d s  p r o v i d e d  b y  B o n d  B a n k  is s u e s . 

S i n c e  b o n d i n g  e x p e n s e s  f o r  M a s k a n  c o m m u n i t i e s  a r e  

le s s  t h a n  t h e y  w o u l d  h e o t h e r u  is e .  t h e  i n t e r e s t  e x p e n s e  

is  le s s  f o r  t h e  S t a t e .

T h e  B o n d  B a n k  o p e r a t e s  e f f i c i e n t l y .  D e p a r t m e n t  o f  

R e v e n u e  s t a f f  s e r v e  a s  e x e c u t i v e  d i r e c t o r  a n d  p r o v i d e  

a c c o u n t i n g  s u p p o r t .  W h e r e  e c o n o m i e s  o f  s v a lc  d ic t a t e ,  

t h e  B o n d  B a n k  h i r e s  o u t s i d e  p r o f e s s io n a l  s t a f f .

C U M U L A T IV E  A P P R O P R IA TIO N S  COMPARED 10 C U M U L A T IV E  EXCESS EA R N IN G S R ETU R N ED  TO STATE

Appropriations -  $18,601,413 ~ +

,v<f> ,1*' ,4'
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HELPING ALASKAN COMMUNIIIE5

T h e  B o n d  B u n k  is  o r g a n i z e d  t o  w o r k  w i t h  a l l  A la s k a  

m u n i c i p a l i t i e s ,  e s p e c ia l ly  n e w  a n d  i n f r e q u e n t  is s u e r s  < >f 

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

c o n t a c t s  t h e  B o n d  B a n k ,  le g a l  a n d  f in a n c i a l  p r o f e s s io n  

a ls  w i t h  e x t e n s i v e  e x p e r i e n c e  in  A l a s k a  f i n a n c i n g  b e g i n  

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

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

If  it  b e c o m e s  c le a r  t h a t  d e b t  f i n a n c i n g  t h r o u g h  t h e  

B o n d  B a n k  is  n e i t h e r  p o s s i b l e  n o r  a p p r o p r i a t e ,  f o r  a n y  

p a r t i c u l a r  m u n i c i p a l i t y ,  t h e  B o n d  B a n k  w i l l  c o n t i n u e

t o  w o r k  w i t h  t h e  m u n i c i p a l i t y ’s  a d m i n i s t r a t i o n  t o  

f i n d  o t h e r  m e a n s  o r  w a y s  o f  m e e t i n g  t h e i r  f in a n c i a l  

o b j e c t iv e s .

I n  m o s t  in s t a n c e s  t h e  B o n d  B a n k  is  a b l e  t o  r e l i e v e  m u ­

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

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

a g e n t  fe e s . F o r  t h i s  r e a s o n ,  e v e n  l a r g e  c o m m u n i t i e s  

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

t h e  s e r v ic e s  p r o v i d e d  b y  t h e  B o n d  B a n k .

(  itv i-i K a k tovIK  |  S7 30 

< (tv ot Bethel I S /9 5  

( itv o f  ( fo o n a h  I  S I.000 

( i \  .a North I 'oli I  SI F>0 

( Itv ol Ail.ik I  SI W

( itv ol Craig id 'I  Sin'

h 'V r - M . r  ■! I i * n \  A u th o iftv  ■  S I st,"i 

( i i \  o l H a in e s  I  S I 980 
( >'v &  B < '' >u<jh ■ 'I V ik u l a l  I  $2 300 

( its o l K e ii, ii  H i  s3.25l) 

i tv " i  ( ordov ,i H  S3 330 

Hi ' >1 B „v  B o ro u g h  H I  $ 4 ,0 0 0  

( itv " i  P a lm e i H U  $5 ,4 3 5  

(  ilv ot SnlfJotna 

I a k e  A P e n in s u la  B o fo u tjh  

( ilv o l K o d ia k  

( I lv  o i | Io n  ter 

( ilv 'I W r a n g e ll 

( ilv o l N o m e  

t ilv o l fV le r s ln ir q  

( it\ o l I a ta la s k a  

( ilv o l W ia s llla  

M itn u  i | ■ miv o i A m  h o i. i i je  

I . i i ih a n k s  \ o i f h  s i, i f  B o ro u g h  

(  itv o l V . l 'd v /  

M a la n u s k a -S iis l ln a  l3o rou q h 

( ilv o f S ew ard  

K> k h ik a n  (iiitevvav B o ro u g h  

K o d ia k  Is la n d  B o r o u g h  

M e u lia n s  l.a s l B o ro u g h  

( itv A  B o ro u g h  o l l i lk a  

K e n a t P e n in s u la  B o ro u g h  

r l l \  Ol K e tc h ik a n  

N o rth w e st Arc IK B o r o u g h  

( ilv A  B o r o iit |li o l J u n e a u

'

N-

10%
S7670 

S9.324 
sum 5 
SI 0073 

$10,679 

$12,422 

SI4 72<i 
$l.s7r,5 

S20200 
S22465 

$22760 

“  S240I4 

$24 1 30 

$24,275 

$29,165

3 8 %

ALL BOND PROCEEDS DISTRIBUTION 

BY AREA PfRCENIAGES

BOND PROCEEDS DISTRIBUTION 

BytOMUNIfy
(IN THOl SANDSI

DOES NOT INCII.DE 

RlftNDINGS OR RESERVES

$ 3 5 1 1 0

$ 3 6 ,6 2 5

$ 5 2 ,3 0 0

$ 6 0 4 9 4  

H i  $04 I :

$ 7 0 ,4 0 5

$76,870

AL AS K A  Ml  \  I (  11 ’ \ I 13 CJ \  13 BANK  M  I H O R I h



ISSUING BONOS

T h e  B o n d  B a n k  is s u e s  m o s t l y  t a x  e x e m p t  b o n d s .  P u r ­

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

i n s t i t u t i o n a l  i n v e s t o r s ,  a n d  i n s u r a n c e  c o m p a n ie s  d o  n o t  

h a v e  t o  p a y  t a x e s  o n  t h e  i n c o m e  r e c e iv e d .

F a te h  i n d i v i d u a l  is s u e  o f  t h e  B o n d  B a n k  is  r e v i e w e d  b v  

M o o d y ' s  I n v e s t o r s  S e r v ic e  a n d  S t a n d a r d  a m i  P o o r 's  

C o r p o r a t i o n .  B e c a u s e  t h e  B o n d  B a n k  h a s  r e c e i v e d  

' V  r a t i n g s ,  c o n s i d e r e d  “ i n v e s t m e n t  g r a d e , ”  f r o m  t w o  

m a j o r  n a t i o n a l  b o n d  r a t i n g  a g e n c ie s ,  i t  is  a b l e  t o  b o r ­

r o w  m o n e y  a t l o w e r  in t e r e s t  r a te s  t h a n  m o s t  A l a s k a n  

m u n i c i p a l i t i e s .

I n  a d d i t i o n ,  w h e n  i t  is  e c o n o m i c a l  a n d  c o s t  e f f e c t i v e  

t o  d o  s o ,  t h e  B o n d  B a n k  o b t a i n s  b o n d  i n s u r a n c e ,  a n d  

t h e r e b y  s e c u r e s  ‘ Y Y Y  r a t in g s .

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

M a s k a n  c o m m u n i t i e s  w i d e l y  d i s t r i b u t e d  g e o g r a p h i ­

c a l ly ,  w i t h  d i f f e r e n t  e c o n o m i c  b a s e s ,  a n d  l i m i t i n g  

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

m u n i c i p a l i t y

I h e  B o n d  B a n k  o f t e n  p o o ls  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  b o n d  is s u e s  i n t o  a s in g le  is s u e .  F o l l o w i n g  t h e  s a le  

o f  t h e  is s u e ,  t h e  B o n d  B a n k  p u r c h a s e s  t h e  i n d i v i d u a l  

is s u e s  f r o m  e a c h  c o m m u n i t y .

LEVfRAGING SfATC DOLLARS

A n  i m p o r t a n t  r e a s o n  f o r  t h e  B o n d  B a n k s  f a v o r a b le  

b o n d  r a t i n g  a n d  l o w e r  b o r r o w i n g  c o s t s  is  t h a t  i t  s e c u r e s  

its  b o n d s  w  i t h  r e s e r v e  f u n d s  s u p p o r t e d  b y  t h e  " m o r a l  

o b l i g a t i o n ”  o f  t h e  S t a t e  o f  A la s k a .

T h e  r e s e r v e  f u n d s  a r e  av a i l a b l e  t o  c u r e  d e f a u lt s ,  s h o u l d  

t h e y  o c c u r .  F o r  ( i c n e r a l  O b l i g a t i o n  B o n d s ,  t w o - t h i r d s  

o f  t h e  r e s e r v e  is f u n d e d  f r o m  b o n d  b a n k  a s s e ts  a n d  o n e -  

t h i r d  is  f u n d e d  fr< : n  t h e  p r o c e e d s  o f  n e w  b o n d  is s u e s .

T h e  r e s e r v e  f u n d  is  n o r m a l l y  u s e d  t o  le v e r a g e  d e b t  at 

b e t t e r  t h a n  a n  e l e v e n  t o  o n e  r a t i o .  F o r  e v e r y  S I  m i l l i o n  

p la c e d  in  t h e  r e s e r v e  f u n d ,  m o r e  t h a n  S I  I m i l l i o n  o f  

o u t s i d e  c a p i t a l  is  a t t r a c t e d  t o  t h e  s t a t e .

C U R R E N T f  IN A N C IN G S  f y  2 0 0 5  BONDS ISSUED

S14,575.000

GENERAL OBLIGATION BONDS 2004 SERIES C 

City of Palmer -  Ice Rink

City of Petersburg -  Elementary. Middle and High 

School Renovations

Standard & Poors AAA; Moody's Aaa: FSA Insurance 

Competitive Sale -  CityGroup Global Markets 

20 year True Interest Cost 4.373%

S28.b4j.OOO

REVENUE BONDS 2004 SERIES A 

City & Borough of Juneau -  Hospital 

Standard & Poor's AAA Fitch AAA MBIA Issued 

Negotiated sale -  RBC Darn Rauscher 

30 year; True Interest Cost 4.962%

$5,365.0011

REVENUE BONDS 2004 SERIES B 

Municipality ot Anchorage -  Performing Arts t enter 

Standard & Poor AAA. I Itch AAA. MBIA Insured 

Compelitive Sale -  Wachovia Securities 

30 year: True Interest Cost 4,732%

SI 1,925 000

GENtRAL OBLIGATION BONDS 2004 SERIES D

Kodiak Island Borough -  High School and New Pool

City of Adak -  Small Boat Harbor

Standard & Poor's AAA Moody's Aaa; XL Capital Insured

Competitive Sale -  Wells Fargo Brokerage

20 year: True Interest Cost 4.176%

Issued am ounts are  Inclusive of Reserve obligations

S 32 655,000

GENERAL OBLIGATION BONDS 2005 SERIES A 

City of Ketchikan, City of Fairbanks. City of Cordova, 

City of Unalaska, City and Borough of Sitka, Northwest 

Arctic Borough -  Refunding 

Standard 5 Poor's AAA. Moody’s Aaa: FGIC Insured 

18 years: True Interest Cost 4.2035%

527625000

GENERAL OBLIGATION BONDS 2005 SERIFS B 

City of North Pole -  Street Improvements 

Citv and Borough of Sitka -  Elementary, Middle & High 

School Improvements

Ketchikan Gateway Borough -  Elementary and Middle 

School

Haines Borough and City of Palmer -  Refundlnq 

Standard and Poor's AAA- Moody's Aaa: MBIA 

20 years: True Interest Costs 3.9385%

J00 5 \ \ \ l  \| Rl IM) k‘ I
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GENERAL OBLIGAIION BONDS

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  b o n d s ,  t h e  B o n d  B a n k 's  

m a i n s t r e a m  p r o g r a m ,  a r e  u s u a l l y  is s u e d  t o  f i n a n c e  

f a c i l i t ie s  t h a t  d o  n o t  g e n e r a t e  r e v e n u e ,  s u c h  a s  s c h o o ls ,  

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

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

B o n d s  is s u e d  b y  t h e  B o n d  B a n k  t o  p u r c h a s e  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  b o n d s  a r e  s e c u r e d  b y :

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

w i t h  n o  t a x i n g  l i m i t a t i o n  f o r  t h e  g e n e r a l  b o n d e d  

d e b t  is s u e d  t o  t h e  B o n d  B a n k .

•  I  h e  B o n d  B a n k s  g e n e r a l  o b l i g a t i o n  d e b t  s e r v ic e  

r e s e r v e  f u n d .  I h is  r e s e r v e  is  g e n e r a l l y  f u n d e d  in  

a n  a m o u n t  e q u a l  t o  m a x i m u m  a n n u a l  d e b t  s e r v ic e  

o n  a l l  t h e  B o n d  B a n k  g e n e r a l  o b l i g a t i o n  b o n d s .

•  \ l l  B o n d  B a n k  a s s e ts  s h a l l  b e  u s e d  t o  r e s t o r e  t h e  

d e b t  s e r v ic e  r e s e r v e  t o  a n  a m o u n t  t h a t  e q u a l s  t h e  

m a x i m u m  a n n u a l  d e b t  s e r v ic e  o n  t h e  B o n d  B a n k  

b o n d  .

•  T h e  s t a t u t o r y  r i g h t  o f  t h e  B o n d  B a n k ,  i n  t h e  e v e n t  

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

a s t a t e  a g e n c y  v v l i ic h  a r e  p a y a b l e  t o  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 .

•  I h e  m o r a l  o b l i g a t i o n  o f  t h e  S t a t e  o f  A l a s k a  t o  

m a i n t a i n  t h e  d e b t  s e rv  ic e  r e s e r v e s  a t  t h e i r  r e q u i r e d  

le v e ls .

REVENUE BONDS

R e v e n u e  B o n d s  a r e  u s e d  t o  f i n a n c e  r e v e n u e - p r o d u c i n g  

c a p i t a l  i m p r o v e m e n t s  s u c h  a s  u t i l i t y '  o r  p o r t  f a c i l i t i e s .  

B e c a u s e  t h e y  a r e  n o t  s e c u r e d  b y  a m u n i c i p a l i t y ’s  t a x i n g  

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

v o t e r  a p p r o v a l

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

r e v e n u e  b o n d s  a r e  s e c u r e d  b y :

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

f in a n c e d .

•  I  h e  m u n i c i p a l i t i e s '  r e s e r v e  f u n d  u n d e r  t h e i r  b o n d  

r e s o l u t i o n s .  I h e  r e s e r v e  f u n d  g e n e r a l l y  is  f u n d e d  in  

a n  a m o u n t  e q u a l  t o  m a x i m u m  a n n u a l  d e b t  s e r v ic e  

o n  t h e  m u n i c i p a l i t i e s ’ b o n d s .

•  I h e  B o n d  B a n k  r e s e r v e  f u n d  u n d e r  t h e  b o n d  r e s o ­

l u t i o n  f o r  t h a t  is s u e .  I h e  r e s e r v e  f u n d  g e n e r a l l y  is  

f u n d e d  i n  a n  a m o u n t  e q u a l  t o  m a x i m u m  a n n u a l  d e b t  

s e r v ic e  o n  t h e  B o n d  B a n k  b o n d s .

•  I h e  s t a t u t o r y  r i g h t  o f  t h e  B o n d  B a n k ,  i n  t h e  e v e n t  

o f  a d e f a u l t ,  t o  d e m a n d  a n d  r e c e i v e  f r o m  a s t a t e  

a g e n c y  a n y  f u n d s  h e l d  b y  t h a t  s t a t e  a g e n c y  w h i c h  

a r e  p a y a b l e  t o  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 .

•  T h e  m o r a l  o b l i g a t i o n  o f  t h e  S t a t e  o f  A l a s k a  t o  

m a i n t a i n  t h e  d e b t  s e r v ic e  r e s e r v e s  a t  t h e i r  r e q u i r e d  

le v e ls .

U SB  O f BOND 

PROCEEDS -  

INCEPTION 10 D A lf

1)01 s \ l ) t  INCH Ot 
Rill \niv,s

VVJli'f 4> s. \M'(

t lilitles 

SS7.761392 
IjjnspntKatinn 

SI siyuoo
Ro.nl'. 

SOI 330.000 
I’tlllllt S.lli'lv
S271140 000 

‘ott - Martini futilities 
$40,443 300 

Parking 
SIT. 100,000

Airports 

SO. 74300(1

Comimiuilv 

S40 700000

St hools 

$332 220 "Oil

Hospitals 

SsS 937 mill

Municipalities 

SI 195,000
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S U M M A R Y  O f  D EB T S ER V IC E

SCHEDULE O f TOTAL DEBT SERVICE BY C LA S SIFIC A TIO N  AT DUNE 3 0 , 2 0 0 5

1976 GENERA, BOND RESOLUIION FUND PRINCIPAL INTEREST TOTAL

1995 Series A S 2.330.000 134 750 2.464.750
1995 S erif ( 1.090.000 32700 1.122700
1995 Series D 90,000 21.44 92,644
1 j %  Series A 610.000 27 450 637,450
1996 Series B 895.000 61931 956.931
1997 Series A 385.000 29.390 414,390
1997 Series B 1 435,000 103320 1.538320

1998 Series A 6.500.000 2289201 8789201

1998 Series B 1.830,000 225268 2.055,268
1999 Series A 10,045,000 3.803.634 13,848,634

2000 Series A 2,830.000 406175 3.236175
2000 Series B 2.960,000 623.775 3.583.775
2000 Series t 6.360000 1.233.868 7.593,868

2000 Series D 1 580000 851 326 2.431.326
2000 Series 1 11,050.000 2.756937 13,806,937
2000 Series 1 810,000 213060 1.023.060

2001 Serle- A 14,270.000 6,657 000 20.927000

2001 Series B 3.480,000 1,583434 5.063,934

2002 Series A 12,470,000 2.433975 14.903,975
2002 Series B 11,055,000 5,053623 16.108.623
2003 Series A 8,745,000 4,020297 12.765297

2003 Series B 2.035.000 79 200 2,114.200
2003 Series C 6,800.000 1,051 538 7.851 538

2003 Scries U 13,965000 6,913,223 20,878,223
2003 Scries L 31.125,000 24.888937 56,013,937

2003 Series 1 1.690.000 1 2 .0 8 7 1.812.087
2003 Series l j 22,825,000 12,069287 34.894,287
2004 Series A 19190,000 5.926097 25,116097
2004 Serle-- B 16690.000 6234 875 22.924.U75

2004 Series C 14.575.000 7,140.192 21.715,192

2004 Series D 13925000 6,1.49 633 20574.633
2005 Series A 32,655000 16.177276 48.832.276

2005 Series Ii 27.625.000 12633 697 40.258.697

103920.000 132.430300 436350,300

COASTAl (NtSGy .MPACT PROGRAM JlrU llJI BuNL1' PRINCIPAL INTEREST TOTAL

Coastal Energy Reserve Loan 1 and 11005.878 - 11.005.87S

1995A Rc.cnue Bond Resolulion 2.265000 ' 9 2 9 3 3024.293

1997A Revenue Bond Resolution 13935,000 5 7 .6352 19.691.352

199SA Rev nue Bond Resolution 0,170000 1 196 700 7.36(1.700
1998B Rev. nue Bond Resolulion 1 105,000 113222 1.218222

1999A Revenue Bond Resolulion 1 660,000 809 324 2469.324

2000A Revenue Bon'! Resolution 445000 24,030 469,030

2000B Revenue Bond Resolution 2.725.000 1 386249 4,111,249

2001A Revenue Bond Resolulion 1 550.000 566.344 2.116 a44

2001B Revenue Bond Resolulion 2285,000 885611 3.170.611

2002A Ro'- nue Bond Resolution 5,380.000 1 193,975 6573.975

2003A Revenue Bond Resolution Z933.O00 92337 3.027,337

2003B Revenue Bond Resolulion 19000.000 9,982156 28982,156

2003C Revenue Bond Resolulion 820,000 55175 875.175

2004A Revenue Bond Resolulion 28,845,000 27.554 7u5 56.399.705

2004B Revenue Bond Resolulion 5.365.000 4 7 1404 5 10079,045

3 409.410878 117,519818 596.930696

SU«MAPy O- TOUL 01BI SERVICE REQUIREMENU BE H U '‘h  y(AR

FISCAL YEAR PRINCIPAL INTEREST TOTAL

2006 31 885,000 17.960479 49.845.479

2007 25.240.000 16,598854 41,838.854

2008 22.530000 15.696.521 38.226.521

2009 21.785,000 14.826 32a 3661 1.328

2010 21.905.000 13.947 354 35,852,354

2011-2015 106.440,000 55,656 371 162,096.371

2016-2020 93,730,878 .33.431 444 127,162,322

2021-2025 59.645.000 13.399.601 73.044.601

2026 and after 26,250,000 6,002,866 32.252.866

S 409.410.878 1'<7.819,818 596.930,696
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IHE BONO BANK HAS f | V t  

DIRECTORS CONSISTING 

OF THREE PUBLIC 

MEMBERS APPOINTED 

By IHE GOVERNOR IHE 

COMMISSIONER OF REVENUE 

AND IHE COMMISSIONER OF 

C O M M U N liy AND ECONOMIC 

DEVELOPMENT 

IHE COMMISSIONERS HAVE 

TRADITIONALLY APPOINIED 

DELEGAIES 10 SERVE IN 

THEIR PLACE

IH E  BOARD OF D IR EC IO R S

R DESMOND "DESI MAYO 

(hoirm on

lerni expire! July 15. 2 0 0 7

M r .  M a y o  w a s  a p p o i n t e d  o n  S e p ­

t e m b e r  1 5 ,  5 9 9 9  a n d  r e a p p o i n t e d  

o n  J u l y  2 0 .  2 0 0 5 .  M r .  M a t  \ is  

t h e  C h i e f  F i n a n c i a l  < ) f f i c e r  o f  t h e  

M a t a n n s k a  t e l e p h o n e  V s s o c ia t io n .  

P r i o r  t o  h i s  c u r r e n t  e m p l o y m e n t ,  

M r .  M a y o  h a s  s e r v e d  a s  C h i e f  F i ­

n a n c ia l  O f f i c e r  f o r  t h e  M a t a n u s k a -  

S u s i t n a  H o n  n i g h  a n d  m o r e  r e c e n t ly  

M u n i c i p a l  l i g h t  a n d  P o w e r ,  a n  

e n t e r p r i s e  o f  t h e  . M u n i c i p a l i t y  o f  

\ n c h o r a g e .  l i e  h a s  a l s o  s e r v e d  i n  

t h e  c a p a c i t y  n f  C o r p o r a t e  C o n ­

t r o l l e r  f o r  A l y c s k a  P i p e l i n e  S e r v ic e  

C o m p a n y .  M r .  M a y o  g r a d u a t e d  

f r o m  t h e  U n i v e r s i t y  o t  A la s k a  a n d  

h a s  a t t e n d e d  g r a d u a t e  c la s s e s  a t  

A l a s k a  P a c i f i c  U n i v e r s i t y .  M r  

M a v o  s e r v e d  a s  ( i o v e m o r  K j i n w l c  

a p p o i n t e e  t o  t h e  A l a s k a  S t a t e  P e n ­

s io n  I n v e s t m e n t  H o a r d  a n d  s e r v e d  

o n  ( i o v e m o r  M i n k o w s k i ' s  M a t - S u  

F i n a n c e  P o l i c y  T r a n s i t i o n  l e a r n .  

M r .  . M a y o  h a s  a ls o  s e r v e d  o n  t h e  

h o a r d s  o l  N o r t h w e s t  P u b l i c  P o w e r  

A s s o c i a t i o n ,  M a t a n u s k a  E l e c t r i c  

V s s o c i a t i o n ,  A l a s k a  R u r a l  F l e c -  

t r i c  C o o p e r a t i v e  A s s o c i a t i o n ,  t h e  

L  n i t e d  W a y  o f  M a t a n u s k a - S u s i t n a  

b o r o u g h  a n d  I l a b i t a t  f o r  I l u m a n i l y  

M a t - S u .

MARK P f f f f f P  

Vice Chonmon 

lerr, e xpn ei July 1 5 .2 0 0 9

M r .  P f c f f c r  w a s  a p p o i n t e d  ( J c t o b e r  

10, 2 0 0 1 .  M r .  P f e i f e r  is  a r e g is t e r e d  

a r c h i t e c t  w h o  h a s  o w  n e d  a n d  l e d  a n  

a r c h i t e c t u r a l  p r a c t ic e  i n  A la s k a  f o r  

o v e r  2 0  y e a r s .  I l e  is  a c t iv e  i n  t h e  

d e v e l o p m e n t ,  d e s i g n  a n d  m a n a g e ­

m e n t  o f  c o m m e r c i a l  r e a l  e s t a t e  

p r o j e c t s ,  m a n y  o t  w h i c h  i n c l u d e  

p u b l i c / p r i v  a t e  p a r t n e r s h i p s .  I l e  is  a 

p a r t n e r  in  t h e  f i r m s  K o o n c c  P f c f f c r  

B e t t i s ,  I n c .  a n d  V e n t u r e  D e v e l o p ­

m e n t  C r o u p ,  I . I . C .  M r .  P f e i f e r  

r e c e iv  e d  a B a c h e lo r  o f  A r c h i t e c t u r e  

D e g r e e  f r o m  t h e  U n i v e r s i t y  o f  

N e b r a s k a  i n  1 9 S 0 .

M A S M  Ml  \ I C I P AI  B O \ P  HANK  Al I H O R i n



10M BOUTIN 

Member

M r .  B o u t i n  in  t l i e  f ir s t  d e le g a t e  f o r  

W i l l i a m  A. ( a i r b u s , ( a n u m i s s i o n e r  

o f  t h e  D e p a r t m e n t  o f  R e v e n u e .  

M r .  B o u t i n  s p e n t  h is  f ir s t  2 2  y e a r s  

m  N e w  H a m p s h i r e ,  l o g g i n g  a n d  

w o r k i n g  f o r  d a ir ie s .  I l e  t h e n  m o v e d  

t o  A l a s k a ,  w o r k i n g  a s  a l o g g i n g  e n ­

g i n e e r  f o r  K e t c h i k a n  P u l p  (  o .  a n d  

as a t i m b e r  f i l l e r ,  r i g g i n g  s l m g e r  

a n d  e q u i p m e n t  i ip e r a t i> r  f o r  \  a r u  h is  

l o g g i n g  a n d  m a d  b u i l d i n g  f i r m s ,  

l i e  b o u g h t  a n d  s o ld  lo g s ,  l u m b e r ,  

v e n e e r  a n d  p l y w o o d  f o r  N o r t h  

P a c i f ic  L u m b e r  C o m p a n y ,  a n d  w a s  

c h i e f  F i n a n c i a l  O f f i c e r  a n d  t h e n  

P r e s id e n t  a n d  ( d u e l  F i n a n c i a l  < ) f -  

f ic e r  t o r  K l u k w  a n .  I n c .  a n  A \ (  . .v A  

c o r p o r a t i o n  i n v o l v e d  i n  f o r e s t  

p r o d u c t s  a n d  m o n e y  m a n a g e m e n t .

I l i s  g o v e r n m e n t  s e r v ic e  e x p e r i e n c e  

c o n s i s t s  o f  S t a t e  D e b t  M a n a g e r  

f o r  t h e  A la s k a  D e p a r t m e n t  o f  R e v  ­

e n u e ,  A l a s k a  S t a t e  f o r e s t e r ,  a n d  

c u r r e n t l y .  D e p u t y  C o m m i s s i o n e r  

f o r  t h e  A la s k a  D e p a r t m e n t  o f  R e v ­

e n u e .  M r .  B o u t i n  h a s  a B a c h e l o r  

o f  S c ie n c e  f r o m  t h e  L  n iv e r s i t v  o f  

N e w  H a m p s h i r e ,  a n d  a n  M B A  in  

F i n a n c e  f r o m  t h e  U n i v e r s i t y  o f  

O r e g o n .  I l e  h a s  l i v e d  i n  J u n e a u  f o r  

t h e  p a s t  2 0  y e a r s .

GRIG WINfGAR 

Member

M r .  \ \  i n e g a r  is  t h e  f i r s t  d e l e g a t e  

f o r  W  i l l i a m  N o l l ,  C o m m i s s i o n e r  

o f  t h e  D e p a r t m e n t  o f  C o m m u n i t y  

a n d  I c o n o m i c  D e v e l o p m e n t .  M r .  

M  in c g a  r  w a s  a p p o i n t e d  D i r e c t o r  r i f  

t h e  D i v i s i o n  o f  I n v e s t m e n t s  o n  M a y  

2 2 . 2 0 0 0 .  1 'h is  D i v i s i o n  a d m i n i s t e r s  

v a r i o u s  d i r e c t  l e n d i n g  p r o g r a m s  

f o r  t h e  S t a t e  a n d  s e r v ic e s  lo a n s  f o r  

o t h e r  S t a t e  a g e n c i e s ,  r e p r e s e n t ­

i n g  a p p r o x i m a t e l y  3 , 5 0 0  a c c o u n t s  

t o t a l i n g  $ 2 s ( )  m i l l i o n .  P r i o r  t o  h is  

a p p o i n t m e n t  a s  A c t i n g  D i r e c t o r ,  

\  I r. W  i n e g a r  s e r v e d  as t h e  D i v i s i o n  

o f  I n v e s t m e n t ' s  L e n d i n g  B r a n c h  

M a n a g e r  f o r  2 1  y e a r s .  M r .  W  i n ­

e g a r  r e c e i v e d  h is  B a c h e l o r s  d e g r e e  

f r o m  t h e  I v e r g r e e n  S t a t e  C o l l e g e  

i n  l ‘> 7 3 .  I n  I ' C - L  h e  a c c e p t e d  a 

p o s i t i o n  w i t h  t h e  p r e d e c e s s o r  t o  

t h e  D e p a r t m e n t  o f  ( a i m n u i n i r y  a n d  

I , c o n o m i c  D e v  e l o p m e n t  a s  a C l e r k  

I v p is t  I I I  a n d  w a s  p r o m o t e d  s e v e r a l  

t i m e s  o v e r  t h e  n e x t  f iv e  y e a r s .  I n  

a d d i t i o n  t o  h i s  w o r k  a s  L e n d i n g  

B r a n c h  M a n a g e r ,  h e  a ls o  s e r v e d  as 

a I . o a n  < M t ie e r  f o r  t h e  D e p a r t m e n t  

f o r  l i v e  y e a r s  w h e r e  h is  r e s p o n s i ­

b i l i t i e s  i n c l u d e d  c r e d i t  a n a l y s i s  a n d  

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

m u l t i - f a m i l y ,  r e s i d e n t i a l  a n d  c o n ­

s u m e r  l o a n  r e q u e s t s .

W IltlA M  r URGf 

Member

letm  c<pnci July 15 2 0 0 6

M r .  L a r g e  w as a p p o i n t e d  o n  .A la v  2 ,  

2 0 0 3 .  M r .  L a r g e  is  a m e m b e r  o f  t h e  

A la s k a  B a r  a n d  l ia s  p r a c t ic e d  la w  I n  

A la s k a  a n d  n a t i o n w i d e  f o r  1 0 y e a r s .  

I l i s  p r a c t ic e  f o c u s e s  p r i m a r i l y  o n  

c o m p l e x  c o m m e r c i a l  l i t i g a t i o n ,  w i t h  

e m p h a s e s  o n  n a t i o n a l  r e s o u r c e s ,  o i l  

N  g a s  a n d  c o r p o r a t e  d is p u t e s .  A f t e r  

g r a d u a t i n g  f r o n t  la w  s c h o o l  in  I W $ ,  

A ir .  L a r g e  s e r v e d  a s  a la w  c le r k  t o r  

o n e  vc.ii t o  t h e  H o n .  A n d r e w  |.  

k l e i n l c l d ,  I  S  C o u r t  o f  A p p e a ls  

f o r  t h e  ' f i l l  C i r c u i t ,  b e f o r e  j o i n i n g  

t h e  p r e d e c e s s o r  t o  h is  c u r r e n t  f i r m .  

H o s i e  A I c . A r t h u r  L L P .  A ir .  L a r g e  

h a s  a B a c h e l o r  o f  s c i e n c e  d e g r e e  

f r o m  t h e  M a s s a c h u s e t t s  I n s t i t u t e  

n f ’ t e c h n o l o g y  a n d  a L a w  D e g r e e  

i r o m  I l a r v a r d  I a w  S c h o o l



IHE BOND BANK A *  ft eo-

THE STAT£ S D E P A R lflE N I O f R EV EN U E -IR E A S U R y 

D IVISIO N  (O J R -iR tA S U R y ) fU L flU S  ADMINIS1RATIVE AND 

AAANAGfMENf RESPONSIBILITIES FOR THE BOND BANK.

DSVfN M ITCH Hl

(ictulive Dir»(tor. oppoinbd Ap» ! 7, 1998
M r .  M i t c h e l l  a ls o  s e r v e s  a s  t h e  S t a t e  

D e b t  M a n a g e r  a n d  I n v e s t m e n t  

o f f i c e r  in  D e p a r t m e n t  <<f K e v e m i e -  

T r e a s u r y .  M r .  M i t c h e l l  h a s  w o r k e d  

l o r  t h e  S t a t e  o f  A la s k a  D e p a r t m e n t  o l  

R e v e n u e  s in c e  I W 2 .  H e  p r e v io u s ly  

h e l d  s e v e r a l  p o s i t i o n s  i n  \ l a s k a n  

l in a n e i a l  i n s t i t u t i o n s .  M r .  . M i t c h e l l  

h o l d s  a B a c h e lo r  o f  S c ie n c e  i n  B u s i ­

n e s s  A d m i n i s t r a t i o n  f r o m  N o r t h  r n  

A r iz o n a  U n i v e r s i t y .

SUSAN IAY10R, Ctt

Deputy Ireoturer. appointed Auguil 9, 2005
A ls .  T a y l o r  is  t h e  S t a t e  C o m p t r o l l e r  

f o r  t h e  A la s k a  D e p a r t m e n t  o l  R e v ­

e n u e ,  T r e a s u r y  D i v i s i o n .  M s .  l i t y l o r  

s t a r t e d  h e r  c a r e e r  as a n  a u d i t o r  w i t h  

t h e  L e g is l a t i v e  A u d i t  D i v i s i o n ;  s h e  

h a s  h e ld  v a r io u s  p o s i t io n s  o l  in c r e a s ­

i n g  r e s p o n s i b i l i t y  i n  A la s k a  s t a t e  

g o v e r n m e n t .  T h e s e  in c lu d e d  S e n i o r  

F is c a l  A n a ly s t  f o r  t h e  L e g i s l a t i v e  

F i n a n c e  D i v i s i o n ,  B u d g e t  A n a l y s t  

f o r  t h e  O f f i c e  o f  M a n a g e m e n t  a n d  

B u d g e t  a n d  p o s i t io n s  w i t h  t h e  D e ­

p a r t m e n t s  o l  R e v e n u e  a n d  H e a l t h  

u n i  S o c ia l  S e rv  ice s, M s .  l i t y l o r  h o ld s  

a B a c h e lo r  o f  B u s in e s s  A d m i n i s t r a ­

t i v e - A c c o u n t i n g  d e g r e e  f r o m  t h e  

U n i v e r s i t y  o f  A l a s k a ,  A n c h o r a g e .  

S h e  is  a C e r t i f i e d  P u b l i c  A c c o u n t a n t  

m  t h e  S t a t e  o f . A la s k a ,  a n d  a m e m b e r  

o f  t h e  A m e r ic a n  In s t i t u t e  o t  C e r t i f i e d  

P u b l i c  A c c o u n t a n t s ,

RATHER THAN L M P IO Y  STAfF 

THE BONO BANK CONTRACTS 

IN IHE PRIVATE SECTOR EOR A 

WIDE RANGE OF PROfCSSIONAL 

SERVICES THE EXECUTIVE 

D IR fC lO R  COORDINATES 

THE ACTIVITIES O f THESE 

PROFESSIONALS INCLUDING BOND 

COUNSEL FINANCIAL ADVISOR 

ACCOUNTANTS. AUDITORS fu N D  

TRUSTEES BOND TRUSTEES AND 

CLERICAL SUPPORT

HNANCIAl AOVISOR 

WfSlfRN FINANCIAL GROUP HC 

P r o v i d e s  l o a n  a n a l y s t s  s e r v i c e s ,  

i n c l u d i n g  r e c o m m e n d a t i o n s  as t o  

t h e  a d e q u a c y  o f  l o a n  a p p l ic a t i o n s ,  

c r e d it  w o r t h i n e s s ,  p r o t e c t e d  c a p a ­

b i l i t y  t o  r e p a y , a n d  t h e  o v e r a l l  e f fe c t  

a p r o p o s e d  lo a n  w i l l  h a v e  o n  t h e  

c r e d it  o f  t h e  B o n d  B a n k .  A ssists  in  

p r e p a r a t io n  o f  t h e  o f f i c i a l  s t a t e m e n t s ,  

r e c o m m e n d s  ty p e  a n d  t i m i n g  o l  b o n d  

s a le s , n e g o t ia t e s  w i t h  u n d e r w r i t e r s  

a n d  a s s ists  w i t h  in v e s t m e n t  o t  v a r i ­

o u s  f u n d s .  A l s o  c o o r d in a t e s  f in a n c ia l  

r e v i e w s  w i t h  b o n d  r a t i n g  h o u s e s  

a n d  p r e p a r e s  o t h e r  g e n e r a l  l in a n e i a l  

rev ie w s  a n d  a n a ly s e s  r e q u i r e d  by t h e  

B o n d  B a n k .

BONO COUNSf I 

WOHlfORIH JOHNSON BRECHI C A PflfDG f I  

BROOKING

P r e p a r e s  f o r  t h e  a u t h o r i z a t i o n ,  s a le , 

is s u a n c e  a n d  d e l iv e r y  o f  B o n d  B a n k  

l io n d s .  P r e p a r e s  s e r ie s  r e s o lu t i o n s ,  

n o t ic e s  o l  s a le ; a s s is ts  i n  p r e p a r a t i o n  

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

sary o p i n i o n s  as r e q u i r e d ;  a n d  p r o  

v id e "  o t h e r  g e n e r a l  le g a l  s e r v ic e s .

IRUSIEE/RAyiNG AGENT 

IP MORGAN IRUSI COMPANY 

Acts as c u s t o d ia n  o f  t h e  b o n d  p i  

c e e d s  a n d  s u p e r v is e s  t h e  i n v e s t m e n t  

o f  f u n d s  f o r  t h e  p u r p o s e s  s p e c if ie d  

m  t h e  b o n d  r e s o lu t i o n s .  T h e  t r u s t e e  

ov e r s e e s  d e b t  serv ic e  h i n d s  a n d  m a i n ­

t e n a n c e  o l  c e r t a in  r e s e r v e  a c c o u n t s  

r e q u i r e d  in  t h e  c o n t r a c t  w i t h  t h e  

I t o in lh o ld e r s .  A" pav i n g  a g e n t ,  m a k e s  

a ll  n e c e s s a r y  in t e r e s t  a n d  p r i n c ip a l  

pay m e n t s  t o  t h e  b o n d h o ld e r s .

INVfSIMENI MANAGER 

ALASKA PCRMANCNI CAPIIAl MANAGfMCNI 

COMPANY

S u p e r v is e s  a n d  c o n t r o l s  t h e  i n v e s t ­

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

t h e  t r u s t e e  f u n d s .  A ls o  p r o v i d e s  

a n a ly s e s  o f  i n v e s t m e n t s ,  a d v ic e  o n  

in v e s t m e n t  g u i d e l i n e s ,  a n d  d ir e c t s  

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

c o r d a n c e  w i t h  A u t h o r it y  p r o c e d u r e s  

a n d  g u i d e l in e s .

CUSIOOIAL BANK

fIRSI NAIIONAl BANK Of ALASKA 

Acts as t h e  A u t h o r i t y 's  h a n k  l o r  p r o ­

c e s s in g  a l l  l u n d  t r a n s a c t io n s .

\ l  \  s k  \  M l  \  | ( 11 • \  | H U M )  B A N K  Al l l l O K I h
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managem en t discussion and m im
' i" h is  M a n a g e m e n t 's  D i s c u s s i o n  a n d  A n a l y s i s  ( M D & A )  is  r e q u i r e d  b y  G A S B  3 4 ,  a r u le  e s t a b "  .e d  

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

c ia l  s t a t e m e n t s  m o r e  u n d e r s t a n d a b l e  t o  t h e  a v e r a g e  r e a d e r  w h o  is  n o t  f a m i l i a r  w i t h  t r a d i t i o n a l  

a c c o u n t i n g  t e r m i n o l o g y .

T h i s  f in a n c i a l  r e p o r t  h a s  t w o  i n t e g r a l  p a r t s :  t h i s  A I D & A  a n d  t h e  f i n a n c i a l  s t a t e m e n t s  w i t h  t h e  a c ­

c o m p a n y i n g  n o t e s  t h a t  f o l l o w .  I b g e t h e r ,  t h e y  p r e s e n t  t h e  A la s k a  M u n i c i p a l  B o n d  B a n k  A u t h o r i t y ’s 

( “ B o n d  B a n k ” )  f in a n c i a l  p e r f o r m a n c e  d u r i n g  t h e  f is c a l y e a r  e n d e d  J u n e  3 0 . 2 0 0 5 ,  S u m m a r i z e d  p r i o r  

f is c a l  y e a r  i n f o r m a t i o n  is  s h o w n  w i t h i n  t h i s  M D & A ,  a s  n e e d e d  f o r  c o m p a r a t i v e  p u r p o s e s .

REQUIRED FINANCIAL STAIEMENI)

G A S B  3 4  r e q u i r e s  t w o  f in a n c i a l  s t a t e m e n t s :  t h e  s t a t e m e n t  o f  n e t  a s s e ts  a n d  g o v e r n m e n t a l  f u n d  

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

c h a n g e s  in  f u n d  b a la n c e s .  T h e s e  s t a t e m e n t s  r e p o r t  f i n a n c i a l  i n f o r m a t i o n  a b o u t  t h e  B o n d  B a n k s  

a c t iv i t i e s  u s i n g  g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  p r i n c ip l e s .

FINANCIAL HIGHLIGHTS

D u r i n g  f is c a l  y e a r  2 0 0 '  t h e  B o n d  B a n k  a p p r o v e d  1 0  m u n i c i p a l i t i e s ’ a p p l i c a t i o n s  a n d  p u r c h a s e d  

S " S . 4  m i l l i o n  i n  m u n i c i p a l  l i o n d s .  T h e  s u b s e q u e n t  is s u a n c e  o f  B o n d  B a n k  B o n d s  r e s u lt e d  i n  a p ­

p r o x i m a t e  s a v in g s  o f  S I 4 . B  m i l l i o n  t o  t h e  b o r r o w i n g  c o m m u n i t i e s .  X d d i d o n a l l y ,  t h e  B o n d  B a n k  

e n t e r e d  i n t o  a m e n d e d  lo a n  a g r e e m e n t s  o n  1 0  e x i s t i n g  b o n d  is s u e s  a n d  p u r c h a s e d  S 4 I  m i l l i o n  in  

m u n i c i p a l  b o n d s .  T h e  a m e n d e d  b o n d  is s u e s  r e s u lt e d  i n  a p p r o x i m a t e l y  S 1 . 0  m i l l i o n  i n  s a v in g s  t o  

t h e  b o r r o w  i n g  c o m m u n i t i e s ,  d o t a l  b o n d  is s u a n c e  f o r  F Y 2 0 0 5  w a s  S I  2 3 . 0  m i l l i o n ,  f u n d i n g  S I  1 0 .4  

m i l l i o n  in  2 0  lo a n s  t o  1 6  c o m m u n i t i e s  a n d  p r o v i d i n g  t o t a l  s a v in g s  o f  S I  6 . 7  m i l l i o n .  T h i s  a c t i v i t y  

le v e l  a n d  c o m m u n i t y  b e n e f i t  is  c o m p a r a b l e  t o  I V 2 0 0 4  w h e n  t h e  B o n d  B a n k  is s u e d  S I 0 0 . 5  m i l l i o n  

t o  f u n d  f o u r t e e n  c o m m u n i t i e s ’ p r o j e c t s  a m *  p r o v i d e d  s a v in g s  o f  S 4 . 8  m i l l i o n  t o  t h e  b o r r o w i n g  

c o m m u n i t i e s .

T h e  f i n a n c i a l  p o s i t i o n  o f  t h e  B o n d  B a n k  r e m a i n s  s t r o n g .  \ l l  r e s e r v e s  a r e  f u l l y  f u n d e d  a n d  i n v e s t e d .  

F is c a l  y e a r  2 0 0 5  i n v e s t m e n t  e a r n i n g s  f u n d e d  f is c a l  y e a r  2 0 0 5  o p e r a t i o n s  a n d  w i l l  p r o v i d e  f o r  a 

$ 4 0 2 , 4 2 7  t r a n s f e r  t o  t h e  s t a t e ’s g e n e r a l  l u n d  i n  f is c a l  v e a r  2 0 0 6 .  T h i s  t r a n s f e r  w i l l  b e  in  a d d i t i o n  

t o  t h e  S 2  5 0 , 0 0 0  t r a n s f e r  p r o v i d e d  i n  t h e  s ta te 's  f is c a l  y e a r  2 0 0 6  o p e r a t i n g  b u d g e t .  I l i e  B o n d  B a n k  

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

n o t  u f f i c i e n t  t o  f u n d  o p e r a t i o n s .

STATEMENT Of NET ASSETS

T h e  s t a t e m e n t  o f  n e t  a s s e ts  r e p o r t  a s s e ts , l i a b i l i t i e s  a n d  n e t  a s s e ts  o f  t h e  B o n d  B a n k .

ASSETS

V s s e is  r e p r e s e n t  I ) t h e  v a l u e  o f  t h e  B o n d  B a n k ’s  i n v e s t m e n t s  a n d  i n v e s t m e n t  i n c o m e  r e c e i v a b l e  

o n  t h e  f in a n c i a l  s t a t e m e n t  d a t e s ,  r e c o r d e d  a t f a i r  m a r k e t  v a l u e ,  a n d  2 )  b o n d  p r i n c i p a l  a n d  i n t e r ­

e s t  p a y m e n t s  r e c e i v a b l e  f r o m  m u n i c i p a l i t i e s .  T h e  i n v e s t m e n t s  g e n e r a t e  i n c o m e  f o r  t h e  B o m *  

B a n k  t o  u s e  t o  m e e t  r e s e r v e  r e q u i r e m e n t s  a n d  p a y  o p e r a t i n g  c o s t s .  J tc e s s  i n v e s t m e n t  e a r n i n g s  

a r e  d i s t r i b u t e d  t o  t h e  S t a t e  o f  A la s k a 's  ( S t a t e )  g e n e r a l  f u n d  e a c h  y e a r .  I n t e r e s t  r e c e iv e d  o n  b o n d s
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p u r c h a s e d  f r o m  m u n i c i p a l i t i e s  is  u s e d  t o  p a y  t h e  B o n d  B a n k 's  c o r r e s p o n d i n g  i n t e r e s t  p a y m e n t s  

o n  t h e  b o n d s  t h a t  it  h a s  is s u e d .

LIABILITIES
I . l a b i l i t i e s  r e p r e s e n t  c l a im s  a g a in s t  t h e  f u n d  f o r  I ) g o o d s  a n d  s e n d e e s  p r o v i d e d  b e f o r e  t h e  f i n a n c i a l  

s t a t e m e n t  d a t e  h u t  n o t  y e t  p a i d  f o r  i t  t h a t  d a t e ,  a n d  2 )  i n t e r e s t  a n d  b o n d  p a y m e n t s  d u e  t o  p u r c h a s ­

e r s  o f  t h e  B o n d  B a n k ’s b o n d s  a f t e r  t h e  f i n a n c i a l  s t a t e m e n t  d a t e .

RESTRICTED AND UN RfSTR iH EL NET A S S E T i

V e t  a s s e ts  a r e  c o m p r i s e d  o f  t w o  c o m p o n e n t s .  T h e  r e s t r i c t e d  p o r t i o n  r e f l e c t s  m o n i e s  m a i n t a i n e d  

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

o f  b o n d s .  T h e  u n r e s t r i c t e d  p o r t i o n  r e f le c t s  t h e  a c c u m u l a t e d  e x c e s s  o f  t h e  A u t h o r i t y ’s  s h a r e  o t  

e a r n i n g s  o n  i n v e s t m e n t s  h e l d  o v e r  t h o s e  e a r n i n g s  d i s t r i b u t e d  t o  t h e  S t a t e  as w e l l  a s  i n v e s t m e n t  

i n c o m e  t h a t  h a s  n o t  b e e n  r e a l i z e d  a n d  t h e r e f o r e  is  n o t  y e t  s u b j e c t  t o  d i s t r i b u t i o n  t o  t h e  S t a t e ’s 

g e n e r a l  f u n d .

T h e  f o l l o w i n g  t a b l e  s h o w s  t h e  v a l u e  o f  B o n d  B a n k  a s s e ts  s u m m a r i z e d  a s  o f  J u n e  3 0 ,  2 0 0 5  a n d  

2 0 0 4  a s  w e l l  a s  l i a b i l i t i e s  a n d  n e t  a s s e ts .

As o flu n r  30

Change from 2004 fo 2005 

Increase (Decrease)

2005

ASSETS

C <islI a n d  In v e s tm e n ts

B o n d s  a n d  b o n d  inter* st rocci ib le

assets

LIABILITIES

•\ .counts payable and ourued liabilities 
Bonds and bond inleresl payable 
Due lo primary cioveminont

lijial liabilities

NET ASSETS

R estricted 

1 nrestricted

Total n e l ass e ts

S 5 3 1 3 7  123 

4 0 8 0 7 4 .7 8 1

401 2 1 1 ,9 0 4

3,65 s  s i  7 

4 1 6 ,0 7 4 .4 8 6

4 0 2 4 2 7

4 2 2 ,1 3 5 .7 3 0

2 6 .8 3 8 .7 6 0

1 2 2 3 7 .4 1 4

S 3 9 .0 7 c .]74

2004 Dollars Percent

5 5 0  396.591 

3 4 1 .K 4 l.i4 b 9

S 2 .7 4 0 5 3 2  

6 6 .2 3 4 2 9 2

s 4 %  

19 4  %

3 9 2 .2 3 7 .0 8 0 68.9 74,824 1 7 .6 %

1 7 8 1 2 6

3 5 2 4 4 0  (,4h

34 8 0 .6 9 1

6 5 ,6 2 7 ,8 3 8

4 0 2 ,4 2 7

1 9 5 4 .1 %

1 8 .6 %

id 0 (J %

3 5 2 6 2 4 .7 7 4 6 9 ,5 1 0 .9 5 6 1 9 7 %

2 3 .9 9 4  57 9  

1 5 6 1 7 .7 2 7

2.844.18

I3 .3 S 0 .3 1 3 )

1 1 .9 %  

- 2 1 .6 %

S 3 9 6 1 2 .3 0 6 S (5 3 6 ,1 3 2 ) - 1 .4 %

19
'9 1 9

T h e  i n c r e a s e  i n  c a s h  a n d  i n v e s t m e n t s  r e f le c t s  . e a l iz e d  a n d  u n r e a l i z e d  i n v e s t m e n t  i n c o m e .

T h e  in c r e a s e  in  b o n d s  a n d  b o n d  i n t e r e s t  r e c e i v a b l e ,  a s  u  e l l  a s  i n  b o n d s  a n d  b o n d  i n t e r e s t  p a y  a b le ,  

r e f l e c t s  t h e  is s u a n c e  o f  a p p r o x i m a t e l y  S i 2 3  m i l l i o n  i n  n e w  b o n d s  d u r i n g  t l i e  y e a r  n e t  o f  p r i n c ip a l  

p a y m e n t s  o n  b o n d s  p r e v i o u s l y  is s u e d  o f  o v e r  S 5 4 . 7  m i l l i o n .

C o m m u n i t i e s  m o n i e s  r e c e iv e d  in  a d v a n c e  o f  p a y m e n t  d a t e  a r e  n o t  a p p l ie d  t o  t h e i r  d e b t  l i a b i l i t y  

u n t i l  d u e .  I n  F Y 2 0 0 5  t h e  in c r e a s e  w a s  o v e r  S 3 . 4  m i l l i o n  f o r  t h e  c h a n g e  i n  a c c o u n t s  p a y a b l e  a n d  

a c c r u e d  l i a b i l i t i e s .
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MANAGEMENTS DISCUSSION All: ANAMiS. CONIiNUED

D u e  t o  p r i m a r y  g< j v e m m e n t  r e p r e s e n t s  t l i e  e x c e s s  o f  r e a l i z e d  m <  c s t m e n t  i n c o m e  o v e r  c u r r e n t  y e a r  

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

f ix e d  i n c o m e  m a r k e t a b l e  s e c u r i t i e s  r e s u l t i n g  in  c u r r e n t  y e a r  r e a l i z e d  i n v e s t m e n t  i n c o m e  g r e a t e r  

t h a n  c u r r e n t  y e a r  o p e r a t i n g  e x p e n s e s .  T h e r e  is  e x c e  s i n v e s t m e n t  i n c o m e  in  t h e  c u r r e n t  y e a r  d u e  

t o  p r i m a r y  g o v e r n m e n t .

R e s t r i c t e d  n e t  a s s e ts  r e p r e s e n t s  t h e  o r i g i n a l  a p p r o p r i a t i o n s  m a d e  b y  t h e  S t a t e  o f  S I  8 , 6 0 1,4 ?  4  t o  

f u n d  t h e  B o n d  B a n k ,  a '  w e l l  a s  B o n d  B a n k  f u n d s  p la c e d  i n t o  s e p a r a t e  a c c o u n t s  i n  a c c o r d a n c e  w i t i i  

t h e  r e s e r v e  r e q u i r e m e n t s  o f  e a c h  b o n d  i n d e n t u r e .  'T h e r e  h a v e  b e e n  n o  n e w  S t a t e  a p p r o p r i a t i o n s  

s in c e  I 9 8 6 .  T h e  in c r e a s e  in  r e s t r i c t e d  n e t  a s s e ts  r e f l e c t s  a r e c l a s s i f i c a t i o n  o f  <m e  b o n d  r e s e r v e  f u n d  

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

U n r e s t r i c t e d  i n  t  a s s e ts  r e p r e s e n t  a c c u m u l a t e d  e a r n i n g s  o r  B o n d  B a n k  i n v e s t m e n t s ,  n o t  u s e d  t o  

f u n d  r e s e r v e s ,  a n d  u n r e a l i z e d  g a i n s  t h a t  a r e  s e g r e g a t e d  u n t i l  r e a l i z e d .  T h e  d e c r e a s e  i n  u n r e s t r i c t e d  

n e t  a s s e ts  is  d u e  p r i m a r i l y  t o  t h e  f u n d i n g  o f  b o n d  is s u e  r e s e n  - T h e  B o n d  B a n k ’s i n v e s t m e n t s  a r e  

a l l  h e l d  in  U . S .  ( i o v e m m e n r  s e c u r i t ie s .

mmm of aciiviiih

T h e  s t a t e m e n t  o f  a c t iv i t i e s  s h o w s  t h e  a c t iv i t y  t h a t  o c c u r r e d  d u r i n g  e a c h  o f  t h e  la s ' f is c a l  y e a r .  

Revenue)
R e v e n u e s  i n c l u d e  e a r n i n g s  o n  i n v e s t m e n t s  a n d  i n t e r e s t  p a y m e n t s  r e c e iv e d  f r o m  m u n i c i p a l i t i e s .  

T a m i n g s  o n  i n v e s t m e n t s  i n c l u d e  i n t e r e s t  o n  f ix e d  i n c o m e  m a r k e t a b l e  s e c u r i t ie s  a n d  t h e  c h a n g e  

in  f a i r  m a r k e t  v a l u e  o f  t h o s e  i n v e s t m e n t s .

Expenses
T x p e n s c s  in c lu d e .  i n t e r e s t  p a y m e n t s  m a d e  t o  b o n d  h o l d e r s  w h  < p u r c h a s e d  t h e  B o n d  B a n k ’s  b o n d s ,  

p a y m e n t s  m a d e  t o  t h e  S t a t e  o f  A la s k a  a n d  o p e r a t i n g  e x p e n s e s .  O p e r a t i n g  e x p e n s e s  i n c l u d e  a l!  

e x p e n d i t u r e s  r e q u i r e d  t o  is s u e  b o n d s  d u r i n g  t h e  c u r r e n t  y e a r  a n d  i n c l u d e  i n - h o u s e  e x p e n s e s ,  as 

w e l l  a s  e x t e r n a l  c o n s u l t a n t  ic e s .  K x p e n s c s  a r c  s u b t r a c t e d  f r o m  r e v e n u e s .

Change tiom 200a lo 2005 

For the Year Ended Increase (Decrease)

luno 30. 2005 run" 30 2004 Dollars Percent

REVENUES

In terest inc o m e  o n  h o w ls  r e re iv a b li S 11.74b ('(.4 5  1 1 3 .  - 1 1 2 S 4 4 1 W 2 )9 .0 %

In v e s tm e n t e a r ii ln g * 1.096.153 314 2 2 6 1 38 2 .3 0 7 4 ) 9 9 " . ,

fo t.il in c o m e 1 7 .4 4 4 1 9 7 1 1 6 -1 - -i.js 5.80 2.2 59 4 9  S %

EXPENSES

Ini* rest e x p e n s e  o n  b o n d s  p a y a b le 1 6 .2 0 1 4 7 7 1 1,54s |5 1 13 5 3 ,3 2 6 3 6 7 %

O p e ra tin g  e x p e n s e s (.0 2  8 2 4 7 5 5 5 2 9 (1.12.704) -2 0 ,2 %

I ’a v m e n K  to  p n m o iy  g o v e rn m e n t 1 .1 7 7 4 2 7 r  5  l l lt o 4 0 2 4 2 7 51 9 %

Total e x p e n s e s I7 .9 S 1 .7 2 9 1 3 .3 7 ?  6 8 0 4 6 0 3 0 4 9 3 3 %

C h a n g e  In  n e t assets (5.35.132) (1.7 ? 3421 1 1 9 9 .2 1 0 - 6 9 1 %

N et assets, b e g in n in g  o f period 3 9 ,6 1 2 ,3 0 6 4 1 .3 4 “  6 4 S I I  7 3 5 , i4 2 ) - 4 2 %

N et assets, e n d  o l pe riod S 39.076.174 S 3 9 ,6 1 2 3 0 6 S 1436,1 32) - 1 .4 %
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I n t e r e s t  i n c o m e  a n d  e x p e n s e  o n  b o n d s  r e c e iv a b le  a n d  p a y a b l e  a r e  a f u n c t i o n  o f  t h e  t o t a l  a m o u n t  

o f  b o n d s  o u t s t a n d i n g ,  t h e  a g e  o f  t h e  b o n d s  a n d  t l t e  i n t e r e s t  r a t e s  a t  w h i c h  t h e ) '  a r e  is s u e d .  T h e  

in c r e a s e s  in  b o t h  t h e s e  l i n e  i t e m s  a r e  c o n s i s t e n t  w i t h  t h e  n e t  in c r e a s e  i n  b o n d  i n t e r e s t  r e c e iv a b le  

a n d  p a y a b l e  o f  $ 8 . 5  m i l l i o n  a n d  S 8 . 6  m i l l i o n ,  r e s p e c t iv e ly .

I n v e s t m  - n f  e a r n i n g s  a r e  a f u n c t i o n  o f  m a r k e t  c o n d i t i o n s .  T h e  B o n d  B a n k  u s e s  o t h e r  a s s e ts  t o  

s u b s i d i z e  d e b t  s e r v ic e  d u r i n g  t i m e s  o f  l o w  i n v e s t m e n t  r e t u r n s  i n  b o n d  r e s e r v e  f u n d s .

GOVERNMENTAL fUHDS
I  h e  g o v e r n m e n t a l  f u n d s  i n c l u d e  t h e  G e n e r a l  F u n d ,  w h i c h  a c c o u n t s  f o r  t h e  p r i m a r y  o p e r a t i o n s  

o f  t h e  B o n d  B a n k ,  a n d  t h e  D e b t  S e r v ic e  F u n d ,  w h i c h  a c c o u n t s  f o r  t h e  r e s o u r c e s  a c c u m u l a t e d  

a n d  p a y m e n t s  m a d e  o n  t h e  l o n g - t e r m  d e b t  o f  t h e  B o n d  B a n k .  T h e  p r i m a r y  d i f f e r e n c e  b e t w e e n  

t h e  g o v e r n m e n t a l  f u n d s  a n d  t h e  s t a t e m e n t  o f  n e t  a s s e ts  is  t h e  e l i m i n a t i o n  o f  i n t e r - h i n d  p a y a b le s  

a n i l  t e c e iv a b le s  a n d  b o n d  p r o c e e d  a r e  r e p o r t e d  a s  a n  o t h e r  t i n  ’ n c i n g  s o u r c e  in  t h e  g o v e r n m e n t a l  

f u n d s  a n d  t h i s  c o n t r i b u t e s  t o  t h e  c h a n g e  i n  f u n d  b a la n c e ,  i t -  t h e  s t a t e m e n t  o f  n e t  a s s e ts , h o w e v e r ,  

i s s u i n g  d e b t  in c r e a s e s  l o n g - t e r m  l i a b i l i t i e s  a n d  d o e s  n o t  a f f e c t  t h e  s t a t e m e n t  o f  a c t iv i t i e s .  S i m i l a r l y ,  

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

t h e  l i a b i l i t y  i n  t h e  s t a t e m e n t  o f  n e t  a s s e ts .

I he following tables show the c 

GENERAL fUND

ASSETS

C a s h  a n d  InvL'slriicnt-.

A tC ru ed  interest l e t « ..u t ile  

irite rtu n d  ic tc iv ,t it le

Total assels  

LIABILITIES

Accounts payable ane la iu v d  lijlt i lu 

Due lo prim.itv government

lo la l lia b ilitie s

FUND BALANCE

l r u e s e a e d  

Total fund balance 

Total lia b ilit ie s  . ltd  lu n d  b a la n c e

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

As of June 30.
Change from 2004 to 2005 

Increase (Decrease)

2005 2004 Tollars Percent

b 10.667 30K S 14.0b A 271 S 13,397,963) - 2 4  1 %

2 3 s 94 9 2 9 9 9 3 1 . (6 1 0 0 7 1 - 2 0 3 %

2 0 1 ° 7 7 0 7 2  39 3 1 2 9 6 .1 7 5 1 7 9 .1 %

1 2 9 4 6 0 2 7 13.10* 32 2 ( 2 1 6 2 7 9 3 ) - 1 4 .3 %

14002.3 1 0 3  sSS 116,865) -1 0 .2 %

4 0 2 4 2 7 - 4 0 2 .4 2 7 1 0 0 0 %

3 3 ] 4 3 0 l f n  HSS 3 8 3 ,5 6 2 2 3 2 .4 %

12.394 377 1 4 .9 4 : 434 (2 .5 4 6 .3 3 7 ) -1 7 .1 %

12.394 377 14 9 4 2 9 3 4 12 3 4 8 ,3 5 7 ) - 1 7 1 %

S 12.>46.027 S I5. l i . - s22 S i21t>2.795) -14 3%

'**■> l « t  a .1
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DEBT SERVICE FUND

Hi

ASSETS

( a s h  a n d  In v e s tm e n ts  a n d  re lated 

receivab les

B o n d s  a n d  b o n d  interest re ceivab le  

Total assets

LIABILITIES

\c c o u n ts  p a y a b le  a n d  ac cru ed  lia b ilit ie s  

In te r lu n d  p a y a b le s

total liab ilitie s

FUND BALANCE:

R esets ed

total lia b ilit ie s  a n d  fu n d  b a la n c e

GENERAL FUND

REVENUES

In te .est in c o m e  

lo la l in c o m e

EXPEN D ITU R ES

O p e ra tin g  e x p e n s e s  

P a y m e n ts  lo  p r im u a  g o v e r n m e n t 

Total e x p e n s e s

I-x ie s s  ot re v e n u e s  o x e i e x p e n d itu re s  

O th e r fin a n c in g  sou rc e s  (u s e s ) -P u n s te r s  

f u n d  b a la n c e  b e g in n in g  o l p eriod  

T urn i b a la n c e  e n d  o l p erio d

As of June 30.
Change from 2004 to 2005 

Increase (Decrease)

2005 2004 Dollars Percent

S 4 3 .6 38.791 S 3 6 7 7 2 .9 5 1 8 6.86 5 .8 4 0 18 .7 %

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

4 5 0 ,2 8 5 .6 4 7 3 7 7 .8 5 1 .8 5 3 72.4 33,794 1 9 2 %

3 .5 0 9 7 9 4 1 2 2 3 8 3 4 9 7 .5 5 6 2 8 5 7 9 5 %

2 .0 1 9 .7 7 0 7 2 3  5 9 5 1 2 9 6 1 7 5 1 7 9 1 %

5.529.564 7 3 5 1 33 4 7 9 3 7 3 1 6 5 1 .5 %

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

8 4 5 0 .2 8 5 ,6 4 7 3 7 7.651 8 ' 3 8 " 2 4 3 3 7 9 4 1 9 .2 %

Chaiiqc from 2004 to 2005
As of June 30. Increase (Decrease)

2005 2004 Dol'ars Percent

8 6 0 1 8 1 5 8 2 5 6 2 5 7 8 345 55 8 1 3 4 8 %

6111 X I 5 2 5 6 .2 5 7 3 a  3.358 1 3 4  8 %

6 0 2 S ’ 5 7 5 5  5 2 (| 11 52.704) - 2 0 2 %

1 17 7.427 7 7 5 0 0 0 4 0 2 4 .  / 5 1 .9 %

1 7 8 0 ,2 5 2 1 53 0 .5 2 9 2 4 9 .7 2 3 1 6 3 %

(1.178.4 371 11 27 4  2 7 2 ) (9 5 .8 3 5 ) - 7  5 %

( 1 3 6 9 .9 2 0 ) (1.551 S 0 5) (1 8 1  8 8 5 ) - 1 1 7 %

14 94 2 .9 3 4 1 7 ,7 6 9 0 1 1 (2 .8 2 6 .0 7 7 ) - 1 5 0 %

5 12 .394.577 S 14.942.934 8 (2 .5 4 8 .3 5 7 ) - 1 7 1 %
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DFBI SERVICE FUND
Change from 2004 fo 2005 

For the Year Ended Increase (Decrease)

June 30. 2005 June 30. 2004 Dollars Percent

REVENUES

Interest in m m e  o n  b o n d s  re ceivab le S 15.664 431 S 11 .329.112 S 4.33 5.3 19 3 8  j %

In v e s tm e n t e a rn in g s 1.179 351 5 7 9 6 9 1 1 2 1 .3 8 2 1 0 3 4 .5 %

Total in c o m e 1 6 8 4 3 7 8 2 1 1 .3 8 7 0 8 1 5 4 5 6 .7 0 1 4 7 9 %

EXPENDfTURES

Interest p a y m e n ts 15.2 18.639 1 2 5 7 6 9 7 3 2 6 4 1 ,6 6 6 2 1 0 %

P rin cip al p a y m e n ts 58 ,3 4 5 .0 0 0 3 4 9 7 5 .0 0 0 2 3 .3 7 0 .0 0 0 6 6 .6 %

total e x p e n s e s 7 3 5 n 3 6 3 9 4 7 5 5 1 9 7 3 2 6 .0 1 1 .6 6 6 5 4 .7 %

1 xcess ot re v e n u e s  o v e r  e x p e n d itu re s 1 5 6 .7 1 9 5 5 7 ) (3 6 .1 6 4  8 9 2 ) 2 0 5 5 4 .9 6 5 5 6 .8 %

O th e r f in a n c in g  sou rces  -

B o n d  p roceeds 12 2.990 ,00 0 1 1 3 ,2 2 5 0 0 0 9 7 6 5 0 0 0 8 6 %

transfers 1 .3 6 9 9 2 0 1 5 5 1 5 0 5 (1 8 1 ,8 8 5 ) - 1 1 7 %

Excess ot re v e n u e s  a n d  tran sfe rs  over

e x p e n d itu re s ((7 6 4 0 0 1 )3 7 8 6 1 1  9 1 3 (1 0 .9 7 1 ,8 5 0 ) - 1 4 .0 %

1 a n d  b a la n c e , b e g in n in g  ot p eriod 377 116.020 2 9 8 .5 0 4  107 7 8 6 1 1 .9 1 3 2 6 .3 %

f u n d  b a la n c e , e n d  ot p eriod S 4 4 4  7 5 6 0 8 3 S 3 7 7 1 1 6 0 2 0 S 6 7 6 4 0 .0 6 3 1 7 9 %

DEBT

\ t  y e a r  e n d  t h e  B u n d  B a n k  h a d  5 3 9 8 , 1 2 3 , 8 7 8  n f  b o n d s  a n d  n o t e s  o u t s t a n d i n g  u p  1 0 %  f r o m  

S 3  3 3 , 5 13 , 3 7 8  a t J u n e  3 0 ,  2 0 0 4 .  I h e  d e b t  is  s e c u r e d  I n  t h e  a s s e ts  o l  t h e  B o n d  B a n k ,  l l i e  o u t s t a n d ­

i n g  b a la n c e  is  c o m p r i s e d  o f  t h e  f o l l o w  i n g :

( n ’n e ru l o b lig a t io n  b o n d s  p a y a b le  

R e v e n u e  I e  d s  p a y a b le  

C oa slit! I n e tq v  n o te s  p a y a b le

8 J'M 1 5T Sllll
92.9600011 

11 00587s
5 jy8.123.378



V \SK\M I M r-'M  ittAOr.ANK M till ilJ ii I \ i   M i l

INDEPENDENT AUDITORS' REPORT

El.(, K E  REMF E E I) M E R T Z  11 <

T h e  B o a r d  o f  D i r e c t o r s

A la s k a  M u n i c i p a l  B o n d  B a n k  A u t h o r i t y :

W e  h a v e  a u d i t e d  t h e  a c c o m p a n y i n g  b a s ic  l i n a n e i a l  s t a t e m e n t s  o f  t h e  A la s k a  M u n i c i p a l  B o n d  B a n k  

A u t h o r i t y  ( t h e  A u t h o r i t y ) ,  a c o m p o n e n t  u n i t  o f  t h e  S t a t e  o f  A la s k a ,  a s  o f  a n d  f o r  t h e  y e a r  e n d e d  

J u n e  3 0 , 2 0 0 5 ,  a s  l i s t e d  in  t h e  t a b l e  o f  c o n t e n t s .  T h e s e  f i n a n c i a l  s t a t e m e n t s  a r c  t h e  r e s p o n s i b i l i t y  

o f  t h e  m a n a g e m e n t  o f  t h e  A u t h o r i t y .  ( ) u r  r e s p o n s i b i l i t y  is  t o  e x p r e s s  a n  o p i n i o n  o n  t h e s e  f in a n c i a l  

s t a t e m e n t s  b a s e d  o n  o u r  a u d i t .

W e  c o n d u c t e d  o u r  a u d i t  i n  a c c o r d a n c e  \ \  i t h  a u d i t i n g  s t a n d a r d s  g e n e r a l l y  a c c e p t e d  in  t h e  U n i t e d  

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

s o n a b le  a s s u r a n c e  a b o u t  w h e t h e r  t h e  f i n a n c i a l  s t a t e m e n t s  a r e  f r e e  o f  m a t e r i a l  m i s s t a t e m e n t .  A n  

a u d i t  i n c lu d e s  e x a m i n i n g  o n  a t e s t  b a s is , e v i d e n c e  s u p p o r t i n g  t h e  a m o u n t s  a n d  d i s c lo s u r e s  i n  t h e  

f in a n c i a l  s t a t e m e n t s .  A n  a u d i t  als< > i n c lu d e s  a s s e s s in g  t h e  a c c o u n t i n g  p r i n c ip l e s  u s e d  a n d  s ig n i f i c a n t  

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

W e  b e l i e v e  t h a t  o u r  a u d i t  p r o v i d e s  a r e a s o n a b le  b a s is  f i r  o u r  o p i n i o n .

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

t h e  f in a n c i a l  p o s i t i o n  o f  t h e  A la s k a  M u n i c i p a l  B o n d  B a n k  A u t h o r i t x  a s  o l  J u n e  3 0 ,  2 0 0 5 ,  a n d  t h e  

r e s u lt s  o f  i t s  o p e r a t i o n s  a n d  its  c a s h  f lo w s  l o r  t h e  y e a r  t h e n  e n d e d  i n  c o n f o r m i t y  w i t h  a c c o u n t i n g  

p r i n c ip l e s  g e n e r a l l y  a c c e p t e d  in  t h e  U n i t e d  S t a t e s  o f  A m e r i c a

T h e  M a n a g e m e n t s  D i s c u s s i o n  a n d  A n a l y s i s  o n  p a g e s  1 4  t h r o u g h  I V ,  is  n o t  a r e q u i r e d  p a r t  o f  

t h e  b a s ic  f i n a n c i a l  s t a t e m e n t s  b u t  is  s u p p l e m e n t a r y  i n f o r m a t i o n  r e q u i r e d  I n  t h e  G o v e r n m e n t a l  

A c c o u n t i n g  S t a n d a r d s  B o a r d .  W e  h a v e  a p p l ie d  c e r t a i n  l i m i t e d  p r o c e d u r e s ,  w h i c h  c o n s is t e d  p r i n c i ­

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

s u p p l e m e n t a r y  i n f o r m a t i o n .  I l o w e v e r ,  w e  d i d  n o t  a u d i t  t h e  i n f o r m a t i o n  a n d  e x p r e s s  n o  o p i n i o n  

o n  it .  T h e  S u p p l e m e n t a l  S c h e d u l e  o f  S t a t u t o r y  R e s e r v e  A c c o u n t s - . A s s e t s ,  L i a b i l i t i e s  a n d  A c c o u n t  

R e s e r v e s  is  p r e s e n t e d  f o r  p u r p o s e s  o f  a d d i t i o n a l  a n a l y s i s  a n d  a r e  n o t  a r e q u i r e d  p a r t  o l  t h e  b a s ic  

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

a u d i t  o l  t h e  b a s ic  f i n a n c i a l  s t a t e m e n t s  a n d ,  i n  o u r  o p i n i o n ,  is f a i r l y  s t a t e d  i n  a l l  m a t e r - . . - !  r e s p e c t s  

m  r e l a t i o n  t o  t h e  b a s ic  f i n a n c i a l  s t a t e m e n t s  t a k e n  a s  w h o l e ,

September 23, 2005
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S1AT€M€NI OF NCT ASSETS AND 

GOVERNMENTAL FUNDS BALANCE SHEET

It in e  30. 2 0 0 5
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General

Fund

Debt Service 

Fund Total

Adjustments 

(Note 6)

Statement of 

Net Assets

ASSETS

C a s h  a n d  c a sh  e q u iv a le n ts S 21 2,461 5,32 4,1 10 5.536.571 - 5,536,571

In ve stm en ts, a t  fair v a lu e  (n o te  4 ) 9.614 S47 3 7 .9 8 5 ,7 0 5 4 7 .6 0 0 .5 5 2 - 4 7 ,6 0 0 ,5 5 2

A cc rue d  interest receivable:

B o n d s  receivab le 15.469 8 ,52 3.4 78 8  5 3 8 2 4 7 - 8 ,5 3 8 ,9 4 7

In v e s tm e n t secu rities 2 2 3 4 8 0 32 8 .9 7 6 5 5 2 .4 5 a - 5 5 2 4 5 6

B u n d s  re ceivab le  (n o te  5) 8 6 0 .0 0 0 3 9 8 1 2 3 3 7 8 3 9 8 9 8 3 ,3 7 ) - 3 9 8 .9 8 3 ,3 7 8

In te rfu n d  receivab les 2 .01 9.7 70 - 2 0 1 9 7 * 0 (2 .0 1 9 .7 7 0 ) -

Total assets S 12,946.027 150.285,647 4 6 3 ,2 ’ r.674 ( 2 ,0 1 9 7 7 0 ) 4 6 1 ,2 1 1 .9 0 4

LI ABILITIES

A c c o u n ts  p a ya b le S 12.277 - 12.277 - 12,277

D eferred re ve n u e - 3 .5 0 9 7 9 4 3 5 0 9.794 - 3,50 9.7 94

A cc rue d  interest p a y a b le - - - 8 ,66 3.6 08 8 .6 6 3 .6 0 8

A rb itrag e interest rebate p a y a b le 13 6.746 - 1 3 6 7 4 6 - 13 6 .7 4 6

D u e  lo  Primary' G o v e r n m e n t 4 0 2 .4 2 7 - 4 0 2 .4 2 7 - 4 0 2 .4 2 7

In te rfu n d  p a y a b le s - 2 0 1 9 .7 7 0 2 0 1 9 7 7 0 (2 .0 1 9 7 7 0 ) -

1 o n c j-te rm  lia b ilitie s  (n o te s  5 a n d  (i):

Portion d u e  or p a y a b le  w ith in  o n e  year

G e n e ra l o b lig a t io n  b u n d s  p a y a b le - - - 2 1 ,6 9 5 0 0 0 2 1 ,6 9 3 0 0 0

Rev e n u e  b o n d s  p a y a b le - - - 4 7 9 0 0 0 0 4 7 9 0 0 0 0

O th e r lo n g -te r m  d eb t - - - 5 ,40 3,0 00 5 4 0 0 .0 0 0

P o rtion  d u e  or p a y a b le  a lte r o n e  y e a r

G e n e ra l o b lig a tio n  b o n d s  p a y a b le - - - 2 8 2  2 2 5 ,0 0 0 2 8 2 ,2 2 5 ,0 0 0

R e v e n u e  b o n d s  p a y a b le - - - 8 9 ,6 9 5 .0 0 0 8 9 .6 9 5 0 0 0

O th er lo n g -te r m  d ebt - - - 3 6 0 5 ,8 7 8 3 6 0 5  8 7 8

Total lia b ilit ie s 55 1 .4 5 0 5,52 9.5 64 6 .0 8 1 .0 1 4 4 1 6 .0 5 4 .7 1 b 4 2 2 .1 3 3 7 3 0

FUND BALANCES NET ASSETS

l u n d  R a la n c e s

R e s e n  ed - 444 7 5 6 ,0 8  i 4 4 4 ,7 5 6 .0 8 3 (4 4 4 ,7 5 6 ,0 8 3 ) -

1 inreserved 12.394 57 7 - 12,3 94,577 ( 1 2 3 9 4 5 7 7 ) -

Total fu n d  b< la n c e s 1 2 3 9 4  577 4 4 4 ,7 5 6 ,0 8 3 4 5 7 .1 5 0 .6 6 0 (4 5 7 ,1 5 0 6 6 0 ) -

Total lia b ilit ie s  a n d  lu n d  b a la n c e s 5 1 2 9 4 ( 0 2 7 4 5 0 ,2 8 5 6 4 7 4 6 3 ,2 3 1 .6 7 4

M el assets

R estricted lot d eb t service 

1 nrestncted

Total ne t assets S

2 6 .8 3 8 .7 6 0

1 2 .2 3 7 4 1 4

3 9 0 7 6 1 7 4

2 6 ,8 3 8 7 6 0  

12.237.414

39 .0 7 6 .1 7 4

Sec accompanying nutes to linaneial statements
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s t a t e m e n t  o f  a c i i v i i i e s  a n d  g o v e r n m e n t a l  f u n d  r e v e n u e s . 

EXPENDITURES, AND CHANGES IN FUND BALANCES/NET m SSEIS

For I N '  y e a r e n d e d  Jun< ’ 0. 2 0 0 5

REVENUES:

In v e s lm e n t e a r n in g s  

Interest in c o m e  o n  h o n d s  re c e iv a b le

Total re v e n u e s

EXPENDITURES / EXPENSES

D e b t service

P rin c ip a l p a y m e n ts  

Interest p a y m e n ts  e x p e n s e  

P a y m e n ts  to p rim a ry  g o v e rn m e n t 

P io le ss i >nal services 

A rb itrag e interest 

P e rso n a l services 

P rin tin g  a n d  a d v e rtis in g  

A d m in is tra tiv e  travel 

O ffice e x p e n s e  

M is c e lla n e o u s  e xpe r :,es

Total e x p e n d itu re s  e x p i n ses

/ ] i  Excess (d e lK ie n c v l ot re v e i.'ie s

over e v p e n d ilu r e s  e x p e n s e s

OTHER FINANCING SOURCE USES

Proceeds o l b o n d s  p a y a b le  

Iransters to -fro m  ( is lo d i.il I u n d  

Transfers -  In te rn a l activ ities

Total o th e r t in a n c in g  sou rce u s e

I vcess (delxiericy) o l revenues an d  

transfers in  over expenditures 

ex| senses a n d  Iransters out

FUND BALANCES /  NET ASSETS

B e g in n in g  ot th e  year

L n d  ot th e  y e a r

Central Debt Strvlct Adjustments Statement o l

Fund Fund Total (Note 6) Net Assets

S 51 7 .1 8 2 1 179.351 1.696.533 1 6 9 6 .5 3 3

84 ,6 3 3 " ‘*'64.431 1 5 7 4 9 0 8 4 -  15.749.U64

6 0 1 .8 1 5 1 6 8 4 3 ,7 8 2 1 7 4 4 5 .5 9 7 -  17 .445.597

1 1 7 7 4 2 7  

491.031

7 1 ,4 0 0

2 6 ,6 8 5

9 9 7 0

3.155

584

5 8 ,3 4 5 ,0 0 0

1 5 2 1 8 .6 3 9

5 8 .3 4 5 ,0 0 0  

1 5 2 1 8 6 3 9  

1 1 7 7 ,4 2 7  

491,031

7 1 4 0 0

2 6 6 8 5

9,07 0

3 1 5 5

584

I5 8 J 4 5 0 0 0 )

9 8 2 .8 3 8 16 .2 01.477

1,177.427

491.031

7 1 .4 0 0

2 6 ,6 8 5

9 9 7 0

3,155

584

1 7 8 0 2 5 2 7 3 >o 1 6 3 9 75.343.891 (3 7 .3 6 2 1 6 2 ) 17 9 8 1 .7 2 9

,1 1 7 8 4 3 7 1 (5 6 .7 1 9 8 5 7 ) 1 5 7 8 9 8  2 0 4 ) 5 7 3 6 2 1 6 2 (5 3 6  132)

1 2 2 9 9 0 .0 0 0 1 2 2 9 9 0 0 0 0 (1 2 2 9 9 0 .0 0 0 )

1 2 8 4 4 .1 8 1 ) 2 8 4 4  181 - - -

1.474.261 (1 4 7 4  2 6 1 ) - -

(1 .36 *19 20) 124 3 5 9 .9 2 0 122.99(10011 (1 2 2 ,9 9 0 .0 0 0 ) -

12 >48.357) 6 7 .6 4 0 0 6 3 6 5 0 9 1 .7 0 6 (65.1)27 8 58) 1536.1321

14 9 4 2 ,9 3 4 3 7 7 1 1 6 ,0 2 0 3 9 2 0 3 8 9 5 4 1 15 2.410 648 1 3 9 6 1 2 3 0 6

S i2 .3 9 4 .5 7 7 1 4 4 7 5 6 ,0 8 3 4 5 7 ,1 5 0 6 6 U (4 1 8 .0 7 4 .4 8 6 ) 3 9 .0 7 6 1 7 4

Set' accompanying notes to financial statements.
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NOTE 1 ►  H lSIO R y/REPO RIING  f N l l i y

I h e  -V la s k .i . M u n i c i p a l  B u n d  B a n k  \ u t h o r i t y  ( A u t h o r i t y  n r  B u n d  B a n k )  w a s  c r e a t e d  p u r s u a n t  t o  

\ l a s k a  S t a t u t e ,  ( C h a p t e r  S 5 ,  T i t l e  4 4 ,  as a m e n d e d ,  ( A c t )  a s  a p u b l i c  c o r p o r a t i o n  a n d  i n s t r u m e n t a l  

i t v  o f  t h e  S t a t e  o f  A la s k a  ( S t a t e ) ,  h u t  w i t h  a le g a l  e x is t e n c e  i n d e p e n d e n t  o f  a n d  s e p a r a t e  f r o m  t h e  

S t a t e .  T h e  a u t h o r i t y  is  a d i s c r e '  ! y  p r e s e n t e d  c o m p o n e n t  u n i t  o f  t h e  S t a t e  o f  A la s k a  f o r  p u r p o s e s  

o f  f i n a n c i a l  r e p o r t i n g .

I h e  A u t h o r i n '  w a s  c r e a t e d  f o r  t h e  p u r p o s e  o r  m a k i n g  m o n e y s  a v a i l a b l e  t o  m u n i c i p a l i t i e s  w i t h i n  

t h e  S t a t e  t o  f in a n c e  c a p i t a l  p r o j e c t s  o r  f o r  o t h e r  a u t h o r i z e d  p u r p o s e s  b y  m e a n s  o f  is s u a n c e  o f  b o n d s  

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

g e n e r a l  o b l i g a t i o n  a n d  r e v e n u e  b o n d s .  T h e  A u t h o r i t y  c o m m e n c e d  o p e r a t i o n s  i n  A u g u s t  1 9 7 5 .

T h e  b o n d s  a r e  o b l i g a t i o n s  o f  t h e  A u t h o r i t y ,  p a y a b l e  o n l y  f r o m  r e v e n u e s  o r  f u n d s  o f  t h e  A u t h o r i t y ,  

a n d  t h e  S t a t e  o f  A la s k a  is  n o t  o b l i g a t e d  t o  p a y  p r i n c i p a l  o r  i n t e r e s t  t h e r e o n ,  a n d  n e i t h e r  t h e  f a i t h  

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

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

f u n d s  a n d  a c c o u n t s  e s t a b l i s h e d  b y  t h e  b o n d  r e s o l u t i o n  t o  b e  h e l d  b y  t h e  T r u s t e e  ( w i t h  t h e  e x c e p ­

t i o n  o f  t h e  C o a s t a l  K n e r g y  I . o a n  D e b t  S e r v ic e  P r o g r a m ,  w h i c h  is  a d m i n i s t e r e d  I n  t h e  A u t h o r i t y )  

a r e  p l e d g e d  a n d  a s s ig n e d  f o r  t h e  p a y m e n t  o f  b o n d s .

T h e  A u t h o r i t y  m a y  n o t  is s u e  r e v e n u e  b o n d s  i n  e x c e s s  o f S 7 5  m i l l i o n  i n  a n y  f is c a l  y e a r  u n le s s  t h e  

S t a t e  o f  A la s k a  L e g i s l a t u r e  a p p r o v e s  a g r e a t e r  a m o u n t .

\ S  4 4 . N 5 . 1 8 0 ( c )  w a s  e n a c t e d  i n  1 9 7 5 ,  l i m i t i n g  B o n d  B a n k  b o n d s  o u t s t a n d i n g  a t  a n y  t i m e  t o  S i  5 0  

m i l l i o n .  T h i s  S t a t u e  h a s  b e e n  p e r i o d i c a l l y  a m e n d e d  t o  r a is e  t h e  l i m i t  I n  2 0 0 3 ,  t h e  l i m i t  w a s  

r a is e d  t o  $ 5 0 0  m i l l i o n ,  l o t a l  B o n d  B a n k  b o n d s  a n d  n o t e s  o u t s t a n d i n g  as o f  J u n e  3 0 ,  2 0 0 5  a r e  

a p p r o x i m a t e l y  $ 4 0 9 , 4  m i l l i o n ,  I b u s ,  t h e  l i m i t  o n  a d d i t i o n a l  b o n d  is s u a n c e  a s  o f  J u n e  3 0 .  2 0 0 5  is  

a p p r o x i m a t e ! )  S 9 0 . f i  m i l l i o n .

NOTE 2  ►  SUMMARY O f SIGNIFICANT ACCOUNfING POLICIES

T h e  Ci’ o v e m m e n t a l  A c c o u n t i n g  S t a n d a r d s  B o a r d  ( ( ■  \ S B )  is  t h e  a c c e p t e d  s t a n d a r d - s e t t i n g  b o d y  

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

\ u t h o r i t y s  a c c o u n t i n g  p o l i c i e s  a r e  d e s c r i b e d  b e lo w .

(A) GOVERNAENI-WIDE AND fUND fINANCIAl ilAlEMENIS

T h e  s t a t e m e n t  o f  n e t  a s s e ts  a n d  t h e  s t a t e m e n t  o f  c h a n g e s  i n  n e t  a s s e ts  r e p o r t  i n f o r m a t i o n  o n  

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

r e m o v e d  f r o m  t h e s e  s t a t e m e n t s .  T h e  b a la n c e  s h e e t  a n d  s t a t e m e n t  o f  r e v e n u e s ,  e x p e n d i t u r e s  

a n t i  c h a n g  i n  f u n d  b a la n c e s  ar<- p r o v i d e d  f o r  g o v e r n m e n t a l  f u n d s .

IHE BOND BANK /T*s /»Ga \^/ofkt



IB) m sm m \ focus, basis  o f  a c c o u n iin g  a n d  f in a n d a i  s ia ie a f n i  p p c s f n ia iio n

l  l i e  g o v e m m e n t - w i d e  f i n a n c i a l  s l a t e r  m s  a r e  r e p o r t e d  u s i n g  t i i e  e c o n o m i c  r e s o u r c e s  m e a ­

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

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

f lo w s .

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

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

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

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

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

a r e  c o l l e c t e d  w i t h i n  IS O  d a y s  o f  t h e  e n d  o f  t h e  c u r r e n t  f is c a l  p e r i o d .  F x p c n d i t u r c s  g e n e r a l l y  

a r e  r e c o r d e d  w h e n  a l i a b i l i t y  is  i n c u r r e d ,  a s  u n d e r  a c c r u a l  a c c o u n t i n g .  I l o  v o v c r ,  d e b t  s e r v ic e  

e x p e n d i t u r e s  a r e  r e c o r d e d  o n l y  w h e n  p a y m e n t  is  d u e .

T h e  A u t h o r i t )  r e p o r t s  t h e  f o l l o w i n g  m a j o r  g o v e r n m e n t a l  f u n d s .

I h e  g e n e r a l f u n d  is  t  h  e A u t h o r i t y 's  p r im a r y  o p e r a t i n g  f u n d .  I t  a c c o u n t s  f o r  o i l  f m . n i u . i l  r e s o u r c e s  

o f  t h e  A u t h o r i t y ,  e x c e p t  t h o s e  r e q u i r e d  t o  l i e  a c c o u n t e d  f o r  i n  a n o t h e r  f u n d .

I l i e  d e b t  s e r v ic e  f u n d  a c c o u n t s  f o r  t h e  r e s o u r c e s  a c c u m u l a t e d  a n d  p a y m e n t s  m a d e  Ii >r p r i n c i p a l  

a n d  i n t e r e s t  o n  l o n g - t e r m  d e b t  o f  t h e  \ i i i h o r i t y .

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

GENERAL FUND

I l i e  G e n e r a l  F u n d  is  c o m p r i i e d  o f  a c u s t o d ia n  a c c o u n t  a n d  a n  o p e r a t i n g  a c c o u n t .  T h e  

c u s t o d ia n  a c c o u n t  is  e s t a b l i s h e d  t o  a c c o u n t  f o r  a p p r o p r i a t i o n s  b y  t h e  S t a t e  o f  A la s k a  

L e g i s l a t u r e  a v a i l a b l e  t o  f u n d  t h e  s p e c ia l  r e s e r v e  a c c o u n t .  T h e  O p e r a t i n g  \ c c o u n t  is 

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

f r o m  t h e  f o l l o w i n g  s o u r c e s :  ( a )  a m o u n t s  a p p r o p r i a t e d  by t h e  L e g i s l a t u r e ,  ( h )  f e e s  a n d  

c h a r g e s  c o l le c t e d ,  ( c )  i n c o m e  o n  i n v e s t m e n t s  o f  t h e  S t a t u t o r y  R e s e r v e  A c c o u n t  i n  e x c e s s  

o f  r e q u i r e d  d e b t  s e r v ic e  r e s e r v e s  r e q u i r e d  b y  b o n d  r e s o l u t i o n s  a n d  ( d ) a n v  o t h e r  m o n e y s  

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

A m o u n t s  in  t h e  O p e r a t i n g  A c c o u n t  m a y  h e  u s e d  t o  p a y  ( a )  a d m i n i s t r a t i v e  e x p e n s e s  o f  

t h e  A u t h o r i t y ,  ( b )  fe e s  a n d  e x p e n s e s  o f  t h e  T r u s t e e  I p a y i n g  a g e n t s ,  (<•) f i n a n c i n g  c o s ts  

i n c u r r e d  w i t h  r e s p e c t  t o  is s u a n c e  o f  b o n d s  a n d  ( d )  a n y  e x p e n s e s  i n  c a r r y i n g  o u t  a n y  o i l i e r  

p u r p o s e  t h e n  a u t h o r i z e d  by t h e  A c t .  I l i e  e x c e s s  r e v e n u e s  o f  t h e  O p e r a t i n g  A c c o u n t  a r e  

r e t u r n e d  t o  t h e  S t a t e  o f  M a s k a

DE01 SFRVICf FUND

W i t h i n  t h e  D e b t  S e r v ic e  F u n d ,  s e p a r a t e  D e b t  S e n  ic e  P r o g r a m s  h a v e  b e e n  e s t a b l i s h e d  l o r  

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

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

o f  t h e  A u t h o r i t y  is s u e d  u n d e r  t h e  n i n e  r e s o lu t i o n s .  L a t h  p r o g r a m  is  c o m p r i s e d  o f  a n  

“ i n t e r e s t  a c c o u n t ”  a n d  a  “ p r i n c i p a l  a c c o u n t ” , b o t h  o f  w h i c h  a r e  m a i n t a i n e d  I n  a t r u s t e e .
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I h e  r e c e ip t s  o f  i n t i  t e s t  a n d  p r i n c i p a l  f r o m  t h e  m u n i c i p a l i t i e s  a n d  t h e  S t a t u t o r y  R e s e n  c  

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

A u t h o r i t y  I x t n d s .  ( ) n e  a d d i t i o n a l  I X b t  S e r v ic e  P r o g r a m  h a s  b e e n  e s t a b l i s h e d  t o c o u n t  

f o r  t r a n s a c t i o n s  n o t  i n v o l v i n g  b o n d  r e s o lu t i o n s .  T h i s  is  t h e  ( i o a s t a l  K n e r g y  L o a n  D e b t  

S e r v ic e  P r o g r a m .  T h e  ( io a s t a l  K n e r g y  L o a n  D e b t  S e n  ic e  P r o g r a m  is  n o t  m a i n t a i n e d  b y  

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

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

i n  t h e  C o a s t a l  K n e r g y  L o a n  D e b t  S e r v ic e  P r o g r a m .

K a c h  d e b t  s e i v i c e  f u n d  p r o g r a m s  c o n t a i n s  a S t a t u t o r y  R e s e r v e  A c c o u n t  e s t a b l i s h e d  t o  

a c c o u n t  l o r  ( a )  m o n e y  a v a i l a b l e  t o  f u n d  d e b t  s e r v ic e  r e s e r v e s  r e q u i r e d  b y  f u t u r e  b o n d  

s a le s  u n d e r  v a r i o u s  b o n d  r e s o l u t i o n s  ( C u s t o d i a n  A c c o u n t )  a n d  b y  ( l > ) d c h t  s e r v ic e  r e s e r v e s  

w h i c h  h a v e  a lr e a d y  b e e n  e s t a b l i s h e d  u n d e r  v a r  . is  b o n d  r e s o l u t i o n s  w h i c h  a r e  t o  h e  u s e d  

m  t h e  c a s e  o f  d e f i c i e n c y  i n  a D e b t  S e r v ic e  P r o g r a m  i n  n e t i r d a n c e  w i t h  its  r e s p e c t iv e  b o n d  

r e s o l u t i o n  ( r e s e r v e  a c c o u n t s ) .  S e p a r a t e  r e s e r v e  a c c o u n t s  e x is t  u n d e r e a c h  b o n d  r e s o l u t i o n  

a s  f o l l o w s :

I  V7<5 ( l e n e r u l  B o n d  R e s o lu t io n  T h e  a m o u n t  o n  d e p o s i t  i n  t h e  r e s e r v e  a c c o u n t  is  t o  h e  t h e  

g r e a t e r  o f  t h e  m a x i m u m  a n n u a l  d e b t  s e r v ic e  r e q u i r e m e n t  o r  1 0 " '.. o f  a l l  m u n i c i p a l  lo a n  

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

a c c o u n t  a n d  a s p e c ia l  r e s e r v e  s u b - a c c o u n t .  T h e  o r d i n a r y  r e s e r v e  s u b - a c c o u n t  is  c r e a t e d  

a s  a r e s u lt  o f  the Authoriti i n c r e a s i n g  e a c h  b o n d  is s u e  b y  t h e  a m o u n t  necessary t o  f u n d  1 " V .

o n e - t h i r d  o f  t h e  r e q u i r e d  d e b t  s e r v ic e  r e s e r v e  o r  vv i t h  a t r a n s f e r  f r o m  t h e  (  a i s m d i a n  A c -  

c o u n t  u n r e s e r v e d  i n v e s t m e n t  e a r n i n g s  a c c o u n t .  T h e  s p e c ia l  rc s e r v  e s u b  a c c o u n t  is  c r e a t e d  

a n d  f u n d e d  f r o m  t h e  C u s t o d i a n  A c c o u n t  a t  a n  a m o u n t  e q u a l  t o  t w o - t h i r d s  o !  t h e  r e q u i r e d  

d e b t  s e r v ic e  r e s e r v e .  B o t h  s u h - a c c o u n t s  a r e  m a i n t a i n e d  b y  a t r u s t e e .

< ) n  A u g u s t  2  L  I w o ,  t h e  A u t h o r i t y  a m e n d e d  t h e  d e b t  s e rv  ic e  r e s e r v e  r e q u i r e m e n t  t o r  t h e  

\ (r < t  b o n d  r e s o l u t i o n  t h a t  t a k e s  e f f e c t  w h e n  a l l  b o n d s  o u t s t a n d i n g  as o f  t h e  d a t e  o f  t h e  

r e s o l u t i o n  a r e  r e t i r e d .  I  n d e r  t h i s  n e w  r e q u i r e m e n t ,  t h e  r e s e r v e  m u s t  h e  t h e  le a s t  o f :  ( i )

10%  o f  t h e  o r i g i n a l  s t a t e d  p r i n c i p a l  a m o u n t  o f  a l l  b o n d s  o u t s t a n d i n g ;  ( i i )  t h e  m a x i m u m  

a n n u a l  p r i n c i p a l  a n d  i n t e r e s t  r e q u i r e m e n t s  o i l  a l l  b o n d s  t h e n  o u t s t a n d i n g ;  ( iu >  i 2 5 ”;. o f  

t h e  a v e r a g e  p r i n c i p a l  a n d  i n ’" •r e s t  r e q u i r e m e n t s  o n  a l l  b o n d s  t h e n  o u t s t a n d i n g ;  o r  ( i v )  

s u c h  le s s e r  a m o u n t  as s h a l l  h e  r e q u i r e d  t o  m a i n t a i n  t h e  e x e m p t i o n  o f  in t e r e s t  o f  a l l  b o n d s  

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

I n t e r n a l  R e v e n u e  C o d e .

1 9 9 1 1  R e v e n u e  B o n d  R ' ■ o ln t io n  - I  n d e r  t h i s  r e s o l u t i o n  a s p e c ia l  r e s e r v e  a c c o u n t  w a s  c r e ­

a t e d  a t  a n  a m o u n t  e q u a l  t o  t h e  m a x i m u m  a n n u a l  d e b t  s e r v ic e  o f  m u n i c i p a l  o b l i g a t i o n s  

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

C u s t o d i a n  A c c o u n t .

/ 9 9 ?  R e v e n u e  B o n d  R e s o lu t io n  -  U n d e r  t h i s  r e s o l u t i o n  a s p e c ia l  r e s e r v e  a c c o u n t  w a s  c r e ­

a t e d  a t  a n  a m o u n t  e q u a l  t o  t h e  m a x i m u m  a n n u a l  d e b t  s e r v ic e  o f  m u n i c i p a l  o b l i g a t i o n s  

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

C u s t o d i a n  A c c o u n t .
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1 9 9 f  R e v e n u e  B o n d  R e s o lu t io n  -  U n d e r  t h i s  r e s o l u t i o n  a s p e c ia l  r e s e r v e  a c c o u n t  w  a s  c r e ­

a t e d  a t  a n  a m o u n t  e q u a l  t o  t h e  m a x i m u m  a n n u a l  d e b t  s e n  ic e  o f  m u n i c i p a l  o b l i g a t i o n s  

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

C u s t o d i a n  \ c c o u n t .

1 9 9 7  R e v e n u e  R o n d  R e s o lu t io n  -  U n d e r  t h i s  r e s o l u t i o n  a n  o r d i n a r y  r e s e r v e  a c c o u n t  w a s  

c r e a t e d  a t  a n  a m o u n t  e q u a l  t o  t h e  le s s e r  o f  I ()*X o f  t h e  p r o c e e d s  o f  t h e  I W 7  S e r i c . A 

b o n d s  o r  t h e  m a x i m u m  a n n u a l  d e b t  s e r v ic e  o n  a l l  S e r ie s  I W 7  A  b o n d s  o u t s t a n d i n g  u n d e r  

t h e  r e s o l u t i o n .

I  /V<V R e v e n u e  l l o u d  R e s o lu t io n  I  n d e r  t i n s  r e s o l u t i o n  a s p e c ia l  r e s e r v e  a c c o u n t  w a s  c r e ­

a t e d  a t  a n  a m o u n t  e q u a l  t o  t h e  m a x i m u m  a n n u a l  d e b t  s e rv  ic e  o f  m u n i c i p a l  o b l i g a t i o n s  

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

( l u s t o d i a n  A c c o u n t .

1 9 9 9  R e v e n u e  l l o n d  R t  o lu t io u  I n d e r  t h i s  r e s o l u t i o n  a s p e c ia l  r e s e r v e  a c c o u n t  w a s  c r e ­

a t e d  a t  a n  a m o u n t  e q u a l  t o  t h e  m a x i m u m  a n n u a l  d e b t  s e rv  ic e  o f  m u n i c i p a l  o b l i g a t i o n s  

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

( l u s t o d i a n  A c c o u n t .

2 0 0 0  R e . e u u e  R o n d  R e s o lu t io n  I  n d e r  t h i s  r e s o l u t i o n  a s p e c ia l  r e s e r v e  a c c o u n t  w a s  c r e ­

a t e d  a t  a n  a m o u n t  e q u a l  t o  t h e  m a x i m u m  a n n u a l  d e b t  s e r v ic e  o l  m u n i c i p a l  o b l i g a t i o n s  

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

( l u s t o d i a n  \<  'o m i t .

2 0 0 1  R e v e n u e  R o n d  R e s o lu t io n  -  U n d e r  t h i s  r e s o l u t i o n  a s p e c ia l  r e s e r v e  a c c o u n t  w a s  c r e ­

a t e d  a t a n  a m o u n t  e q u a l  t o  t h e  m a x i m u m  a n n u a l  d e b t  s e r v ic e  o f  m u n i c i p a l  o b l i g a t i o n s  

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

( l u s t o d i a n  A c c o u n t .

2 0 0 2 . 1 R e v e n u e  R o n d  R e s o lu t io n  U n d e r  t h i s  r e s o l u t i o n  a s p e c ia l  r e s e r v e  a c c o u n t  w a s  

c r e a t e d  a t a n  a m o u n t  e t p ia l  t o  t h e  m a x i m u m  a n n u a l  d e b t  s e r v ic e  o f  m u n i c i p a l  o b l i g a ­

t i o n s  o u t s t a n d i n g  I r o m  m o n e y s  m a d e  a v a i l a b l e  b y  l e g i s l a t i v e  a p p r o p r i a t i o n  r e s i d i n g  in  

t h e  ( l u s t o d i a n  A c c o u n t .

2 0 0 J , I  R e v e n u e  R o n d  R e s o lu t io n  U n d e r  t h i s  r e s o l u t i o n  a c c ia l  r e s e r v e  a c c o u n t  w a s  

c r e a t e d  a t  a n  a m o u n t  e q u a l  t o  t h e  m a x i m u m  a n n u a l  d e b t  tw ic e  o f  m u n i c i p a l  o b l i g a ­

t i o n s  o u t s t a n d i n g  f r o m  m o n e y s  m a d e  a v a i l a b l e  b y  le g is la  .• a p p r o p r i a t i o n  r e s i d i n g  i n  

t h e  ( l u s t o d i a n  A c c o u i  t.

2 0 0 1  R  R e v e n u e  R o n d  R e s o lu t io n  -  U n d e r  t h i s  r e s o l u t i o n  a s p e c ia l  re s e r v  e a c c o u n t  w a s  c r e ­

a t e d  a t  a n  a m o u n t  e q u a l  t o  t h e  m a x i m u m  a n n u a l  d e b t  s e r v ic e  o f  m u n i c i p a l  o b l i g a t i o n s  

o u t s t a n d i n g  f r o m  m o n e y s  m a d e  a v a i l a b l e  b y  l e g i s l a t i v e  a p p r t  p r i a t i o n  r e s i d i n g  i n  t!  e 

( l u s t o d i a n  A c c o u n t .

2 0 0 )  ( 2  R e v e n u e  R o n d  R e s o lu t io n  U n d e r  t h i s  r e s o l u t i o n  a  s p e c ia l  r e s e r v e  a c c o u n t  w a s  

c r e a t e d  a t a n  a m o u n t  e q u a l  t o  t h e  m a x i m u m  a n n u a l  d e b t  s e r v ic e  o f  m u n i c i p a l  o b l i g a ­

t i o n s  o u t s t a n d i n g  f r o m  m o n e y * :  m a d e  a v a i l a b l e  b y  l e g i s l a t i v e  a p p r o p r i a t i o n  r e s i d i n g  in  

t h e  ( l u s t o d i a n  A c c o u n t .
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2 0 0 4  A  R e v e n u e  l l o i n l  R e s o lu t io n  I ' n d e r  ( In s  r e s o l u t i o n  .1 s p e c ia l  r e s e r v e  a c c o u n t  w a s  

c r e a t e d  a t  a n  a m o u n t  e q u a l  t o  t h e  n i a x i m u m  a n n u a l  d e b t  s e r v ic e  o f  m u n i c i p a l  o b l i g a *  

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

t h e  C u s t o d i a n  A c c o u n t .

2 0 0 4  I I  R e  r u n e  B o n d  R e s o lu t io n  -  L  n d e r  t h i s  r e s o l u t i o n  a s p e c ia l  r e s e r v e  a c c o u n t  w a s  c r e ­

a t e d  a t  a n  a m o u n t  e q u a l  t o  t h e  m a x i m u m  a n n u a l  d e b t  s e r v ic e  o f  m u n i c i p a l  o b l i g a t i o n s  

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

C u s t o d i a n  A c c o u n t .

A m o u n t s  in  t h e  S t a t u t o r y  R e s e r v e  A c c o u n t  in  e x c e s s  o f  ( a )  r e q u i r e d  • l e l u  s e r v ic e  r e s e r v e s .  

(1>) a p p r o p r i a t i o n s  h y  t h e  l e g i s l a t u r e  r e s i d i n g  i n  t h e  C u s t o d i a n  A c c o u n t ,  a n d  ( c )  i n c o m e  o n  

n o n - l e g i s l a t u r c - a p p r o p r i a i e d  f u n d s  a r c  t r a n s f e r r e d  t o  t h e  O p e r a t i n g  A c c o u n t .  I n c o m e  o n  

n o n - l e g i s l a t u r e - a p p r o p r i a i e d  f u n d s ,  r e p r e s e n t i n g  e x c e s s  o l  re v  e n u e s  o v e r  e x p e n d i t u r e s  o f  t h e  

o r d i n a r y  r e s e r v e  a c c o u n t s  a n d  in t e r e s t  e a r n e d  o n  t h e  u n r e s e r v e d  i n v e s t m e n t  e a r n  i n i 's  a c c o u n t  is 

a c c u m u l a t e d  i n  t h e  C u s t o d i a n  A c c o u n t  a n d  is  a v a i l a b l e  t o  h i n d  t h e  S p e c ia l  R e s e r v e  a c c o u n t .

( 0  RESIRICIfO ASStlS

C e r t a i n  r e s o u r c e s  s e t a s id e  f o r  t h e  r e p a y m e n t  o t  t h e  \ u t h o r i t v s  b o n d s ,  n e t  o f  c e r t a i n  

p r o c e e d s  f r o m  a d d i t i o n a l  b o n d s  is s u e d ,  a r e  c la s s i f ie d  a s  r e s t r i c t e d  n e t  a s s e ts  o n  t h e  s t a t e ­

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

l i m i t e d  h y  a p p l ic a b l e  b o n d  c o v  e n a n t s .  C a s h  a n d  c a s h  e q u i v a l e n t s  a n d  i n v e s t m e n t s  i n c l u d e  

S 2 6 . 8 5 8 , T 6 0 o f r ;  ‘ r i c t e d  a s s e ts . T h e s e  a s s e ts  w e r e  f u n d e d  f r o m  t h e  is s u a n c e  o f  S 9 , 7 6 2 , 5 0 0  

o f  r e s e r v e  I n  .d s  a n d  a t r a n s f e r  o f  S i 8 , 6 0 1 . 4 14  o f  S t a t e  a p p r o p r i a t i o n .

(D) 10N G -IE M  O B II'A IIO M

I n  t h e g o v e r n m e n t - u  i d e  l i n a n e i a l  s t a t e m e n t s ,  l o n g - t e r m  d e b t  a n d  o t h e r  l o n g  t e r m  o b l i g a ­

t i o n s  a r e  r e p o r t e d  a s  l i a b i l i t i e s  i n  t h e  s t a t e m e n t  o f  n e t  a s s e ts .

(I, fUND LOUliy

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

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

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

s t r i c t i o n s  o f  n e t  a s s e ts  a r e  r e p o r t e d  w h e n  e x t e r n a l l y  i m p o s e d .

( f )  IN IfR fS I ARBIlRAGf REBATE

b o n d s  is s u e d  a f t e r  \ u g u s t  1 5 , I ‘> 8 6  a r e  s u b je c t  t o  I n t e r n a l  R e v e n u e  S e r v ic e  i n c o m e  t a x  

r e g u l a t i o n s  w  h i c h  r e q u i r e  r e b a t e s  t o  t h e  I  .S . ( io v  e r n m e n t  o f  in t e r e s t  i n c o m e  e a r n e d  o n  

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

e x c e s s  o f  t h e  a l l o w a b l e  y i e l d  o f  t h e  is s u e .

(G) INCOME TAXES

I l i e  A u t h o r i t y  is  e x e m p t  f r o m  p a \  i n g  f e d e r a l  a n d  s t a t e  i n c o m e  t a x e s .

HOIK 10 FINANCIAL STATCAENIS. CONI'NUED
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T h e  A u t h o r i t y  c o n s i d e r s  a l l  h i g h l y  l i q u i d  i n v e s t m e n t s  p u r c h a s e d  w i t h  a n  o r i g i n a l  m a t u r i t y  o f  t h r e e  

m o n t h s  o r  le s s  a t  t h e  d a t e  o f  p u r c h a s e  t o  b e  c a s h  e q u iv a l e n t s .  C a s h  a n d  c a s h  e q u i v a l e n t s  a t  J u n e  

3 0  c o n s  s t  o f  d e m a n d  d e p o s i t s  w i t h  v a r i o u s  f i n a n c i a l  i n s t i t u t i o n s .

I h e  h a n k  b a la n c e  o f  a l l  o f  t h e  A u t h o r i t y ’s  d e p o s i t s  w i t h  f i n a n c i a l  i n s t i t u t i o n s  a r e  i n s u r e d  b y  t h e  

I D I C  o r  c o l l a t e r a l i z e d  b y  s e c u r i t i e s  h e l d  i n  t h e  A u t h t  ’>  n a m e  h y  i t s  c u s t o d ia l  a g e n t .  A t  J u n e  

3 0 ,  2 0 0 5 ,  t h e  a m o u n t s  r e c o r d e d  i n  t h e  A u t h o r i t i e s  b o o k s  e q u a l e d  i t s  b a n k  b a la n c e s .

CASH

INVESTMENTS

I T i e  f a i r  v a l u e  a s  o f  J u n e  3 0 ,  2 0 0 5  o f  t h e  A u t h o r i t y ' s  i n v e s t m e n t s  is  S 4 7 / > 0 0 . 5 5 2 .  A t  J u n e  3 0 ,  2 0 0 5  

t h e  i n v e s t m e n t s  h e l d  in  t h e  r e s e n t -  a c c o u n t s  t o t a l  S 3 7 , 9 8 5 , " 0 5  a n d  t h e  C u s t o d i a n  a c c o u n t  t o t a ls  

S O / .  14 , 8 4 7 .

I h e  f a i r  v a l u e  a s  o f  J u n e  3 0 ,  2 0 0 5  o f  d e b t  s e c u r i t y  i n v e s t m e n t s  b y  c o n t r a c t u a l  m a t u r i t y  is  s h o w n  

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

t h e  r i g h t  t o  c  > "  o r  p r e p a y  o b l i g a t i o n s  w i t h  o r  w i t h o u t  p e n a l t y .

Investment Maturities (in Yejrs)

Less than 1 1-5 6-10 More than 10 Total

I S Treasury securities s 2.(186.175 1 2 0 1 0 8 9 1 - 4 8 5 .0 0 0 1 5 1 8 2 .0 6 6

l S. t io v c m m e n l

a g e n c ie s  securrtles 14 ,1 8 4 ,8 1 9 1 6 ,1 5 0 8 6 0 5 0 4  “•45 I 5 7 7 9 6 2 3 2 4 1 8 .4 8 6

IoIliI investments s 16.S 70.994 2 8 .1 6 ) 7 5 5 0 4  - 4 5 2 0 6 2 9 6 2 4 7 .6 0 0 5 5 2

(A) INVESTMENT POLICIES

T h e  A u t h o r i t y  h a s  d i s t i n c t  i n v e s t m e n t  o b j e c t iv e s  a n d  p o l i c i e s  a s s o c ia t e d  w i t h  t h e  C u s t o ­

d i a n  A c c o u n t ,  R e s e r v e  F u n d s ,  a n d  m u n i c i p a l  d e b t  p a y m e n t s .  I h e  t h r e e  c la s s e s  o f  l u n d s  

a r e  l i s t e d  b e l o w :

l  C u s t o d i a n  A c c o u n t  -  T h e  C u s t o d i a n  A c c o u n t  i n v e s t m e n t  p o r t f o l i o  is  d e s i g n e d  w i t h  

t h e  o b j e c t i v e  o f  a t t a i n i n g  t h e  h i g h e s t  m a r k e t  r a t e  o f  r e t u r n  s u b j e c t  t o  t h e  r e q u i r e d  u s e  

o f  t h e  C u s t o d i a n  A c c o u n t  f o r  o p e r a t i o n ,  f u n d i n g  t r a n s f e r s  t o  t h e  s t a t e ,  a n d  f u n d i n g  

r e s e r v e s .  W h e n  t h e  C u s t o d i a n  A c c o u n t  b a la n c e  a l l o w s ,  a l o n g e r  i n v e s t m e n t  h o r i z o n  is 

i m p l e m e n t e d  f o r  t h  : C u s t o d i a n  A c c o u n t ,  a c c e p t i n g  t h e  l i m i t e d  p r o b a b i l i t y  o f  s h o r t ­

t e r m  lo s s  i n  e x c h a n g e  f o r  h i g h e r  y i e l d  o n  i n v e s t m e n t s .  I h e  C u s t o d i a n  A c c o u n t  b a l a n c e  

m u s t  e x c e e d  S I  5 m i l l i o n ,  a n d  h e  f o r e c a s t  t o  e x c e e d  S I  5 m i l l i o n  f o r  t h e  s u b s e q u e n t  s ix  

m o n t h  p e r i o d  b e f o r e  r e t u r n  o n  i n v e s t m e n t  w i l l  b e  t h e  h i g h e s t  p r i o r i t y  o f  t h e  C u s t o d i a n  

\ c c o u n t .  T h e  C u s t o d i a n  A c c o u n t  h a s  t o  m a i n t a i n  s u f f i c i e n t  l i q u i d i t y  t o  m e e t  o p e r a t i n g  

r e q u i r e m e n t s ,  p r o v i d e  t h e  p r i o r  f is c a l  y e a r ’s  s t a t e  d i v i d e n d ,  a n d  t o  a l l o w  t r a n s f e r s  t o  

r e s e r v e s  a s  n e e d e d  f o r  b o n d  is s u a n c e  a c t iv i t y .  L o n g  t e r m  p r e s e r v a t i o n  o f  p r i n c i p a l  is  

t h e  t h i r d  o b j e c t i v e  o f  t h e  C u s t o d i a n  A c c o u n t ’s  i n v e s t m e n t  p r o g r a m .  I n v e s t m e n t s  s h a l l  

b e  u n d e r t a k e n  i n  a m a n n e r  t h a t  m i n i m i z e s  t h e  p r o b a b i l i t y  o f  l o n g - t e r m  lo s s .
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In ve stm e n t P o lit ic s  ( o n lm n r d

» ' I  h e  ( l u s t o d i a n  A c c o u n t  b a la n c e  is  a c r i t i c a l  c o m p o n e n t  i n  d e t e r m i n i n g  a n t i c i ­

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

w h e n  t h e  a c c o u n t  b a la n c e  is  a b o v e  S i 5 m i l l i o n  a m o r e  a g g r e s s iv e  p o l i c y  w i l l  b e  

i m p l e m e n t e d .  W  h e n  t h e  a c c o u n t  b a la n c e  is  b e l o w  S I  5  m i l l i o n  a m o r e  c o n s e r v a ­

t i v e  p o l i c y  w i l l  b e  u s e d .

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

c o m m i t t e e .

* T h e r e  a r e  n o  a r b i t r a g e  r e s t r i c t i o n s .

» W h e n  t h e  ( l u s t o d i a n  A c c o u n t  b a la n c e  is  le s s  t h a n  S I 5 m i l l i o n :

•  1 0 0 %  g o v e r n m e n t  a g e n c ie s  a n d  U . S .  T r e a s u r i e s  w i t h  m a t u r i t i e s  o f  le s s  

t h a n  5 y e a r s .

•  P e r f o r m a n c e  b e n c h m a r k  is  1 0 0 %  M e r r i l l  I . y n c h  l - s  ( i o v e m m c n t  I n ­

d e x .

* W  h e n  t h e  ( l u s t o d i a n  A c c o u n t  b a la n c e  e x c e e d s  a n d  is  e x p e c t e d  t o  r e m a i n  in  

e x c e s s  o f  S I  5 m i l l i o n :

•  1 0 %  M o n e y  M a r k e t  f  u n d .

•  ( > 0 %  b r o a d  U S  b o n d  M a r k e t  F u n d .

•  P e r f o r m a n c e  b e n c h m a r k  is  1 0 %  T h r e e - m o n t h  I  .S . T r e a s o n  b i l l  a n d

'1 Li00'v  L e h m a n  b r o t h e r s  A g g r e g a t e  I n d e x .  ' U

* T h e  f o l l o w i n g  t r a n s a c t i o n s  a r e  p r o h i b i t e d  w i t h  t h e  ( l u s t o d i a n  A c c o u n t  u n le s s  

t h o s e  t r a n s a c t i o n s  h a v e  t h e  p r i o r  w r i t t e n  c o n s e n t  o l  t h e  I n v e s t m e n t  ( l o m m i t -  

t e e :

•  S h o r t  s a le  o f  s e c u r i t i e s  ( t h e  s a le  a n d  s e t t l e m e n t  o f  a s e c u r i t y  n o t  c u r r e n t l y  

o w n e d  I n  t h e  A u t h o r i t y  a n d  a f o r m a l  a g r e e m e n t  t o  b o r r o w  t h e  s e c u r i t y  

t o  f a c i l i t a t e  t h e  s e t t l e m e n t  o t  t h e  s h o  i s a le ) ;

•  P u r c h a s e s  o f  f u t u r e s ,  f o r w  a r d s  o r  < p t i o n s  f o r  t h e  p u r p o s e  o f  s p e c u la t in g  

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

o r  t o  l a c i l i l a t e  o t h e r w i s e  p e r m is s ib l e  t r a n s a c t i o n s ) ;

•  b o r r o w  i n g  t o  le v e r a g e  t h e  r e t u r n  o n  i n v e s t m e n t s .  K x t c n d c d  s e t t l e m e n t  o t  

s e c u r i t ie s  p u r c h a s e s  e x e c u t e d  t o  f a c i l i t a t e  o r  i m p r o v e  t h e  e f f ic i e n c y '  o f  a 

t r a n s a c t i o n  w i l l  n o t  h e  c o n s i d e r e d  b o r r o w  i n g ,  p r o v  id e d  t h a t  s u f f i c i e n t  c a s h  

e q u i v a l e n t  s e c u r i t ie s  o r  r e c e iv  a b le s  a r e  a v a i l a b l e  t o  f a c i l i t a t e  t h e  e x t e n d e d  

s e t t l e m e n t ;

•  P u r c h a s e s  o f  " p r i v a t e  p l a c e m e n t ”  o r  t in  t e d  c o r p o r a t e  b o n d s ;

l  b o n d  R e s e r v e  F u n d s  —  P r e s e r v a t i o n  o l  P r i n c i p a l  is  t h e  f o r e m o s t  o b j e c t i v e  o f  t h e  

R e s e r v e  F u n d s  i n v e s t m e n t  p r o g r a m .  T h e s e  F u n d s  s h a l l  b e  m a n a g e d  t o  e n s u r e  t h a t  t h e  

c o r p u s  is  p r e s e r v e d .  I " , e s c  F u n d s  w i l l  n o t  b e  e x p e n d e d  u n t i l  t h e  f in a l  m a t u r i t y  o f  t h e  

b o n d  is s u e  t h e y  s e c u r e ,  u n le s s  t h e r e  is  a  f a i l u r e  t o  p a y  d e b t  s e r v ic e  b y  a c o m m u n i t y .

A s  t h e r e  is  l i m i t e d  b e n e f i t  in  m a x i m i z i n g  r e t u r n  i t  is  t h e  le a s t  i m p o r t a n t  o b j e c t i v e  o f
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t h e  R e s e r v e  F u n d s .  Ii is  a n t i c i p a t e d  t h a t  t h e  R e s e r v e  F u n d s  c u m u l a t i v e  a v e r a g e  r e t u r n  

s h o u l d  t a r g e t  t lu *  b l e n d e d  a r b i t r a g e  y i e l d  l i m i t  o l  t h e  b o n d  is s u e s  s e c u r e d .

» B o n d  R e s  l o t i o n s  l i m i t  a l l o w e d  i n v e s t m e n t  o l  t h e s e  f u n d s .  I n v e s t m e n t  r is k  s h o u l d  

b e  e x a m i n e d  o n  a n  a n n u a l  b a s is  t o  e n s u r e  t h a t  n o  g r e a t e r  t h a n  t h e  m i n i m u m  

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

y i e l d  l i m i t  o n  t h e  b o n d s  is  i n c u r r e d .

» 1 0 0 %  g o v e r n m e n t  a g e n c ie s  a n d  U . S .  T r e a s u r i e s  w i t h  m a t u r i t i e s  o f  le s s  t h a n  5 

t e a r s .

► P e r f o r m a n c e  b e n c h m a r k  is  1 0 0 %  M e r r i l l  L y n c h  1 - 5  ( i n t e r n m e n t  I n d e x .

I  M u n i c i p a l  D e b t  P a y m e n t s  —  P r e s e r v a t i o n  o f  P r i n c i p a l  a n d  l i q u i d i t y  a r e  t h e  f o r e m o s t  

o b j e c t iv e s  o f  t h e  M u n i c i p a l  D e b t  P a y m e n t s  in v  e s t m e n t  p r o g r a m ,  as t h e s e  h i n d s  w i l l  

b e  e x p e n d e d  w i t h i n  s e v e n  b u s in e s s  d a y s  o f  r e c e i p t .  R e t u r n  o n  i n v e s t m e n t  is  a b e n e f i t  

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

t h e  f u n d s .  T h e  b o n d  r e s o l u t i o n s  l i m i t  i n v e s t m e n t s .

» 1 0 0 %  M o n e y  M a r k e t  F u n d .

» P e r f o r m a n c e  b e n c h m a r k  is  1 0 %  T h r e e - m o n t h  U . S .  T r e a s u r y  B i l l .

I i  is  t h e  p o l i c y  o f  t h e  A u t h o r i t y  t o  d i v e r s i f y  i t s  i n v e s t m e n t s  a n d  t o  e n s u r e  t h e  s a f e t y  a n d  l i q u i d i t y  

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

•  N o t  m o r e  t h a n  5 %  o f  t h e  C u s t o d i a n  A c c o u n t  m a y  b e  i n v e s t e d  i n  t h e  c o r p o r a t e  d e b t  

o f  a n y  o n e  is s u e r ,  a t  t h e  t i m e  o f  p u r c h a s e .

•  I n  t h e  e v e n t  o f  a c r e d it  d o w n g r a d e  w h i c h  r e d u c e s  a s e c u r i t y  b e l o w  t h e  r e q u i r e d  r a t ­

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

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

•  N o t  m o r e  t h a n  5 0 %  o f  t h e  C u s t o d i a n  A c c o u n t  m a y  b e  i n v e s t e d  i n  c o r p o r a t e  s e c u r it ie s ,

n i n e  o f  p u r c h a s e .

•  d u r a t i o n  o f  t h e  C u s t o d i a n  A c c o u n t  m u s t  r e m a i n  w i t h i n  S O  t o  1 2 0  p e r c e n t  o f  t h e  

o r a t i o n  o f  t h e  L e h m a n  B r o t h e r s  A g g r e g a t e  I n d e x .

•  P u r c h a s e s  o f  m o r e  t h a n  1 0 %  o f  a c o r p o r a t e  b o n d  is s u e  s h a l l  n o t  b e  m a d e .

(B) CONCENTRATION RISK

C o n c e n t r a t i o n  r is k  is  t h e  r h  k  o f  lo s s  a t t r i b u t e d  t o  t h e  m a g n i t u d e  o f  t h e  A u t h o r i t y  's i n v e s t m e n t  

in  a s in g le  is s u e  C o n c e n t r a t i o n  l i m i t s  a r e  n o t  e s t a b l is h e d  i n  t h e  b o n d  i n d e n t u r e s  a n d  g o v e r n i n g  

a g r e e m e n t s  f o r  p l e d g e d  i n v e s t m e n t s .  'T h e  A u t h o r i t y  ’s  p o l i c i e s  se t o u t  m a x i m u m  c o n c e n t r a t i o n  

l i m i t s  f o r  i n v e s t m e n t s  m a n a g e d  b y  t h e  e x t e r n a l  i n v e s t m e n t  m a n a g e r .

(0 CREDIT RISK

C r e d .  r is k  is  t h e  r is k  o f  lo s s  d u e  t o  t h e  f a i l u r e  o f  t h e  s e c u r i t y  o r  b a c k e r .  T h e  A u t h o r i t y  m i t i g a t e s  

it s  c r e d i t  r is k  b y  l i m i t i n g  i n v e s t m e n t s  p e r m i t t e d  in  t h e  i n v e s t m e n t  p o l i c i e s .  T h e  c r e d i t  q u a l i t y  r a t ­

in g s  o f  t h e  A u t h o r i t y ’s i n v e s t m e n t s  a r e  A A A  a n d  A a a  a s  o f j u n e  5 0 , 2 0 0 5  a s  d e s c r ib e d  b y  n a t i o n a l l y  

r e c o g n iz e d  s t a t i s t i c a l  r a t i n g  o r g a n i z a t i o n  S t a n d a r d  a n d  P o o r ,  a n d  M o o d y  ’s, r e s p e c t iv e l y



[HE BONO BANK A *  fa**- T I* -?  W °tty

U . S .  T r e a s u r y  s e c u r i t ie s  a n d  s e c u r i t ie s  ( i f  a g e n c ie s  t h a t  a r e  e x p l i c i t l y  g u a r a n t e e d  h y  t h e  U . S .  g o v ­

e r n m e n t  t o t a l  $ 4 7 , 6 0 0 , 5 5 2 ,  a n d  a r e  n o t  c o n s i d e r e d  t o  h a v e  c r e d i t  r is k .

(D) CUilODIAl CREDIT RISK

T h e  A u t h o r i t y  a s s u m e s  l e v e ls  o f  c u s t o d ia l  c r e d i t  r is k  f o r  i t s  d e p o s i t s  w i t h  f i n a n c i a l  i n s t i t u t i o n s ,  

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

i n  t h e  e v e n t  o f  a h a n k  f a i l u r e ,  t h e  A u t h o r i t y ’s  d e p o s i t s  m a y  n o t  h e  r e t u r n e d .  F o r  a n  i n v e s t m e n t ,  

c u s t o d ia l  c r e d i t  r is k  is  t h e  r is k  t h a t ,  i n  t h e  e v e n t  o f  t h e  f a i l u r e  o f  t h e  c o u n t e r p a r t y ,  t h e  \ u t h o r i t y  

w i l l  n o t  b e  a b l e  t o  r e c o v e r  t h e  v a lu e  o f  t h e  i n v e s t m e n t  o r  c o l l a t e r a l  s e c u r i t i e s  t h a t  a r e  i n  t h e  p o s ­

s e s s io n  o f a n  o u t s i d e  p a r t ) .  T h e  A u t h o r i t y  h a s  n o t  e s t a b l i s h e d  a f o r m a l  c u s t o d ia l  c r e d i t  r is k  p o l i c y  

f o r  i t s  i n v e s t m e n t s .

T h e  A u t h o r i t y  h a d  n o  i n v e s t m e n t s  r e g i s t e r e d  i n  t h e  n a m e  o f  a c o u n t e r p a r t )  .

(£) INTEREST RATE RISK

I n t e r e s t  r a t e  r i s k  is  t h e  r is k  t h a t  t h e  m a r k e t  v a l u e  o f  i n v e s t m e n t s  w i l l  d e c l i n e  a s  a r e s u lt  o f  c h a n g e s  

i n  g e n e r a l  i n t e r e s t  r a te s .  F o r  n u n - p l e d g e d  i n v e s t m e n t s ,  t h e  A u t h o r i t y  m i t i g a t e s  i n t e r e s t  r a t e  r is k  

b y  s t r u c t u r i n g  it s  i n v e s t m e n t 's  m a t u r i t i e s  t o  m e e t  c a s h  r e q u i r e m e n t s ,  t h e r e i n  a v o i d i n g  t h e  n e e d  

t o  s e l l  s e c u r i t i e s  i n  t h e  o p e n  m a r k e t  p r i o r  t o  m a t u r i t y .  F o r  i n v e s t m e n t s  h e l d  i n  t r u s t ,  i n v e s t m e n t  

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

t r a c t u a l  a n d  s t a t u t o n  a g r e e m e n t s .

( f )  MODIFIED DURAIION

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

i n g  t a b l e  s h o w s  t h e  X u t h o r i t y ’s i n v e s t m e n t s  w  i t h  t h e i r  w e i g h t e d  a v e r a g e  m o d i f i e d  d u r a t i o n  a s  o f  

J u n e  5(1, 2 0 0 5  b y  i n v e s t m e n t  t y p e :

NUIES 10 fINANCIAl SIAIfMfNIS. CONIINUCO

I i S  Ireost.rv securities 

I S l io v v m in e n l  a q e n n e s  s e tu n tie s

fotul I’ortlolio

Investment 

Fair Value

S I T  . I 

32.41S.4H6

S 47.600552

Modified

Dmaiion

3 OS 

fv)

.

*

I fit)

» •  Y  -  j  •  |
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NOTE 5 ►  BONO ANO N O ItS  RECEIVABLE

B o n d s  a n d  n o t e s  r e c e iv  a b le  b v  d e b t  s e r v ic e  p r o g r a m  a t  J u n e  3 0 , 2 0 0 3  m a t u r e  i n  v a r y i n g  a n n u a l  

i n s t a l l m e n t s  a s  f o l l o w s :

1999A 
Inter-Island Ferry 

Revenue
Year ending 
lune 30

1976

General

1995A
Seward

Revenue

1997A
Ketchikan
Revenue

199SB
Ketchikan
Revenue

1998B
Homer

Revenue

2006 5 19.820.500 170.000 690.000 660.000 235.000

2007 18,025.000 180,000 725.000 685,000 250.000

2009 17,000 000 195,000 760,000 715.000 255.000

2009 16,905,000 205.000 800.000 755.000 180,000

2010 17.115.000 215.000 840.000 765.000 185,000

2011*2015 78.788.000 1 300.000 4.930.000 2.570000 -

2016-2020 71.589.000 - 3.665000 - -

2021-2025 46.035000 - - - -

2026-2030 8,800.000 - - - -

2031 and alter - - - - -

S294.157.500 2,265.000 12.410000 6170.000 1105.000

7000A 2000B 2001A 2001B 2002A
Year ending Unalaska Seward Ketchikan Kelchikan Ketchikan
lune 30 Revenue Rr venue Revenue Revenue Revenue

2006 S 445000 105000 80.000 ) 13.000 460.000

2007 - 110,000 85,000 120000 475.000

2008 - 115.000 90.(10,; n o  ooo 490.000

2009 - 120.000 90.000 ; 3S000 505.000

2010 - 125.000 95000 140000 570 in

2011-2015 - 745000 55500(1 825000 2.930000

2016-2020 - 950.000 555,000 820000 -

2021-2025 - 455000 - - -

2026-2030 - - - - -

20 31 arid after - - - - -

S 445000 2725.000 1 550.000 2 .2-5 000 5380.000

2003B 2003C 2004 A 2004 B
Year ending Valdez Kodiak CB1 Anchorage Coastal Energy
June 30 Revenue Revenue Revenue Revenue 1 nan

2006 - 200.000 - 1! 11,000 5.400000

2U07 665.000 200.000 500000 15.000 400.000

2008 675000 205000 515.000 100.000 400.000

2009 680.000 215.000 535.000 100.000 400,000

2010 680.000 - 555.000 105000 450.000

2011-2015 5005.000 - 3.120.000 600000 2.250000

2016-2020 6,600.000 - 3.875000 730000 1,705.878

21)21-2025 4.695000 - 4995.000 905.000 -

2026-2030 - - 6,460,000 1 145000 -

2031 and after - - 8.290000 1475000 -

7 5 .0 0 0

8 0 .0 0 0  

8 5 0 0 0

85 .0 0 0

9 0 .0 0 0  

5 3 5 0 0 0  

7 1 0 .0 0 0

1 6 6 0 .0 0 0

2003A
LB)

Revenue

1 4 4 5 .0 0 0

1.490.000

2935000

8 19,000000 820.000 28,848000

Total 
Principal

3 0 .0 1 0 0 0 0  

2 4 ,0 8 5 ,0 0 0  

21 7 3 0 ,0 0 0  

21 7 1 0 0 0 0  

2 1 .9 0 5 0 0 0  

104 1 5 3.000  

9 1 .1 9 9 8 7 8  

5 7 ,0 8 5 0 0 0  

1 6 ,4 8 5 0 0 0  

9 ,7 6 5 0 0 0

5.365.000 11.005.87S 39S.123.378
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T h e  g e n e r a l  f u n d  i n c lu d e s  S I  5 0 , 0 0 0  o f  7 . 9 %  b o n d s  r e c e i v a b l e  d u e  f r o m  t h e  C i t y  o f  H a i n e s  t h a t  

m a t u r e  t h r o u g h  2 0 0 9 ,  a n d  $ 7 1 0 , 0 0 0  o f  6 . 9 %  b o n d s  r e c e i v a b l e  d u e  f r o m  t h e  C i t y  o f  Y a k u t a t  t h a t  

m a t u r e  t h r o u g h  2 0 1 4 .

U n d e r  t h e  C o a s t a l  K n e r g y  L o a n  P r o g r a m  ( P r o g r a m ) ,  t h e  A u t h o r i t y  is s u e d  $ 5 , 0 0 0 , 0 0 0  1 9 8 6  S e r ie s  

A  C o a s t a l  h n e r g ; ,  B o n d s  ( B o n d s )  p a y a b l e  t o  t h e  N a t i o n a l  ( ) c e a n i c  a n d  A t m o s p h e r i c  A d m i n i s t r a t i o n  

( N O A A ) .  T h e  p r o c e e d s  o l  t h e s e  b o n d s  w e r e  u s e d  t o  p u r c h a s e  p o r t  r e v e n u e  b o n d s  f r o m  t h e  C i t y  

o f  N o m e .  T h e  C i t y  o f  N o m e  e n t e r e d  i n t o  a t r i p a r t i t e  a g r e e m e n t  w i t h  N O A A  a n d  t h e  A u t h o r i t y  

e f f e c t i v e  A u g u s t  2 ,  1 9 9 4  t o  d e f e r  p a y m e n t  o f  t h e  p r i n c i p a l  a n d  a c t  la l  o f  in t e r e s t  f o r  t e n  y e a r s .  

T h e  r e la t e d  l o a n  p a y a b l e  d o e s  n o t  r e p r e s e n t  a g e n e r a l  o b l i g a t i o n  o f  t h e  A u t h o r i t y  as it  is  p a y a b le  

o n l y  f r o m  p r o c e e d s  r e c e iv e d  f r o m  t h e  o f  N o m e .

A l s o  u n d e r  t h e  P r o g r a m ,  t h e  A u t h o r i t y  is s u e d  $ 6 , 5 6 3 , 0 0 ( 1  1 9 8 7  S e r ie s  \  C o a s t a l  K n e r g y  B o n d s  

p a y a b l e  t o  X (  ) A A .  T h e  p r o c e e d s  o f  t h e s e  b o n d s  w e r e  u s e d  t o  p u r c h a s e  p o r t  r e v e n u e  b o n d s  f r o m  

t h e  C i t y  o f  S t .  P a u l .  T h e  C i t y  o f  S t .  P a u l  e n t e r e d  i n t o  a t r i p a r t i t e  a g r e e m e n t  w i t h  N O A A  a n d  

t h e  A u t h o r i t y  e f f e c t i v e  D e c e m b e r  1 4 , 2 0 0 0  t o  m o d i f y  a n d  a m e n d  t h e  r e p a y m e n t  t e r m s  i n c l u d i n g  

p r i n c i p a l  a n i l  i n t e r e s t .

T h e  r e la t e d  l o a n  p a y a b le s  d o  n o t  r e p r e s e n t  a g e n e r a l  o b l i g a t i o n  o f  t h e  A u t h o r i t y  a s  t h e y  a r e  p a y ­

a b l e  o n l y  f r o m  p r o c e e d s  r e c e iv e d  f r o m  t h e  C i . y  o f  N o m e  a n d  S t .  P a u l ,  r e s p e c t iv e ly .  P a y m e n t  o f  

p r i n c i p a l  a n d  i n t e r e s t  o n  t h e  B o n d  B a n k  ’s C o a s t a l  1 n e r g y  B o n d  is  n o t  s e c u r e d  I n  a p l e d g e  o f  a m  

a m o u n t s  h e l d  b y  o r  p a y a b l e  t o  t h e  B o n d  B a n k  u n d e r  t h e  G e n e r a l  B o n d  R e s o l u t i o n ,  i n c l u d i n g  t h e  

R e s e r v e  A c c o u n t ,  a n d  is n o t  i n  a n y  w a v  a d e b t  o r  l i a b i l i t y  o l  t h e  B o n d  B a n k .

► LONG I£RM LIABIlHIES

Debt Service Account

ISSUE

I l?b i uTi’i.il [tijml gesn/uli w I'toot.ttii 
pt'tS V livs  A 

l ilv dI Haines 

Ki'H.ti FYnuvail.i Borough 

100^ Sv-'ii-s ( -  I aKi jficl I Vnlltsill,! MoKlugh 
I ' i ' l l  vm *s I) -  ( it% >ii K ilim i 
I ‘bib sorti's \

( it\ ul lluun.ili 

( ilv ul Sotdiihia 

I W  Svin's It 

< Hv nl Seward 

i w :  Semis '

I ,iKv A iVnmsulu Boiouijli 

t ilv ol ViKol.il 
19*17 Series It -  ( itv KCt(litKan 

I'l'KS Vries A 

C tv ol Wasrll.i 

Aleutians I dst Borough 

J<WS V tlvsB  

( i!\ ol Homer 

I ilv ol ( onlov.i 

1000 Vries \  

t  itv of SltKa 

Ali'iiluns la s t Borough

Interest
Rate

. |V S -? '\ ,  S I V l l l t l l l l l
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lo n g  term  L la b ililtc s . c o n tin u e d

ISSUE
Debl Service Account

Interest

Rate

Principal

Outstanding

Statutory Reserve Account Ordinary 

Reserve Sub-Account

Interest
Rate

Principal

Outstanding

2000 Scries A.

City of Falfbanhs 

Cliy of Cordova 

2000 Series B 

Citv of KaKloviK 

City of Sltha 

Clly oi I 'nalasKa 

2000 Series (  -  Northwest Arc lie Borough 

2000 Series I) -  FVIershurg 

2000 Series F 

Ketnil

Kodiak Island Borouoh 

lithe arid Pr n-IAtrl 

Wrangell 

Nnme-Sthoul

2000  Series I -  Kodfah Island Borough

2001 Series A -  Northwest Arctic Borough 

2IXM Series B -  Aleutians Fast Borough

2002 Series A -  C itv ol Wasilla

2002 Series B

City of Wrangell 

Northwest Arr tic Borough

2003 Series \  -  Ketchikan Gateway Boiough

2002 Series B -  Kodiah Island Borough 

2005 Series (

Kenai Peninsula Rrmiugll 

Idhe & Peninsula Borough

2003 Series D 
2003 Series I

Aleutians E.isl Borough 

Kenai Peninsula Borough 

2003 Series I -  Seward

2003 Series l i  -  NW Airllr Bnrriiigh 

201)4 A Series

' airhdnhs 
Silhj

2004 II Series 

Nome 

Valdez 

IVlershuig

( hill)
Seward 

2004 I Series

Kodiah Island Borough 

Palmer 

Petersburg 

2004 D Series 

Adah

hodieh Island Boiough 

2Ulls A Series 

C ntdova 

I uirbanhs

Kelthlhan ualetvay Borough 

Northwest Arctic Borough 

Siiha

I irialasha

5 .5 % -5 8 7 5 %

48%-C%

4.53fl,-5 .7 5%  

4 5 5 % -5 7 0 %

17 Vs.-A 375%

6 .9 V 9 %

4 4V5% 
5n 75 % -4  75%  

2 5 % -4 .5 %  

3 s 7 5 % -4 M )%

370W.-4 MI'S, 

2 0 0 'G -4  75%  

2 o o v : t o j 5 %

4 9 0 V b 0 i r  . 

2 0 0 'V 5 2 5 %

2 0 0 % -3 .5 %  

2 0 0 1‘..-s  CI0*Ni 

t o ir  tr-4 40 %

2 0 0 V 4  0O%

4 OOVVr-500%

< o u 'v 5 0 o %

2 7 5 " „->  u il%  

2 7 5 % -5 0 0 %  

2 7 5 % -5 0 0 %  

2.75% -500'S. 

2 .5 0 V 4  25%  

2 s l)'V -4  25%

2,830,000

2960,000

6 360 000 

I S80.000 

11)377000

81 000 0 

1 3 8 500 00 

3.195,000 

: i 715.000 

: 0 530,00"

S 4401100

2035.000

6 5 9 0 0 0 0

5 '\,-S  575'*.

4.4‘\r-5 %  

3 8 " 5 % -4  75% 

2 5 ° - 4  5%  

3 s 7 5 % -4  80%

4 811%

200')<i-3625%

iOOOOO 4 9 0 8 .-6 0 0 %

125.000

16 9 0 0 0 0  

22 82 500 0 

s i9 u .0 0 () 30 n % -4  40%

Le 158.500 2 0 iK ,-4 0 0 %

4 507 000 50 0 %

. 550.0110 30 0%

4 7 3 0 0 0

420.000

285.000 

75 500 0

525.000

3 05000

210000

365,000

800 000

531 SOU

2ri8(f00

1 315.000

180000 275,\i-5f.0'lh |4'5.000
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St<ituto(y Reserve Account Ordinary 
Debt Service Account Reserve Sub-Account

ISSUE Interest Principal Interest Principal
Rate Outstanding Rate Outstanding

2005 B Vries 27.160000 300% 463000

1 bines 4OOV50O%

Ketchikan Gateway Bomucjti 300%-523%

City ol North M e JOOS^S 25%

Palmer 300%-5.UU%

SitKa JUO VS’ V*.

total 1976 General He. i R ilution 1 uriil 294 157.300 9762300

I995A Seward Revenue Bund Ri ilutiun Pioqum 4 S 5V 7 JVC, 2.263000 _ .

1997A KelchiK.in Revenue Bond Resolution Pruqunt 4 7VS. 12.410IMH1 4 ,M ,-3 7 3 ,v1 1323000

I998.A Mchlkdrt Revenue Bond Resoiul-on Program 4“.i—i /'V 6 17 0000 - -

199M3 Homer Revenue BoruJ Revolution I’rooi.mi 4'V>—1 5% 1 103(100 - -

1999A Inter-Island I erry Revenue IV ■ 1

Revolution Program t liV S i-s 'r  . t .660 000 - -

2000A 1 nalaska Revenue Bond Resolution Pioqtam 49' ,-375'V. 443000 -

2000B Sewatd Revenue Bond Revolution Progiam 4 35%-5 5% 2.723000 -

201) 1A Ketchikan Revenue Bind Resolulion Piogram 4 3%-49% 1 330.000 - -

200IB Kelihlkan Revenue Bond Resolution Pmqram 4 5 V 4 9 % 2233000 - -

2002A hekh.kan Revenue Bond Pul'1'. 1 lllitu s 3 00V 300'. 5,380000 - -

200.3 \  CHI Revenui Bond R. solution Prm/nm 200V3urrv 2<) )3ooo - -

2003B t, Itv ni Valde/ Bond Resolulion Program 2 73 V i  23“. 19000000 - -

JOlltt Citv III KlKllJS Bllllil Ri Si lllltlll.il Pf(ll|MHI 2.00%-300% 820000 - -

2004 A City and Borough h 1 ■ > r B ■ ■ id
Resoliittuii Program I) 23 S.-4 (73". 2> 8.13000 - -

2004B Voihor.ige Bond Resolulion program 4 (I0V 4 73" \Jb 3 o n u - -

Iol.il Revenui Bonds 92960000 1 323liOli

i nasial l oeigv Reserve man An mint
( av ul Noirii I'nrl 1 ,i< ility Kevenui Bonn s ill'S. 3 Oi hi 000 -

( ilv ol Sami I'. ■ In. I ii‘>ik 5% 6 0 0 3  s 's -

tulal ( i visliil 1 neiqv Reserve 1 nan • m in i 111103 s 's ____________ ^

11 287 3i

i h i r i n g  t . . c  y e a r  e n d e d  J u n e  3 0 , 2 ()( ) ; i  t h e  A u t h o r i t y ’s l o n g - t e r m l i a b i l i t i e s  c h a n g e d  as f o l l o w s

Beginning of year New dcbl Repayments End of year

G e n e ra l o b lig a t io n  b o n d s  p a y a b le 3 2 6 7 .8 2 5 .0 0 0 8 8 ,7 8 0 .0 0 0 5 2 6 8 5 ,0 0 0 3 0 3 ,9 2 0 0 0 0

R e v e n u e  b o n d s  p a y a b le 6 5 .9 0 5 .0 0 0 3 4 .2 1 0 .0 0 0 5 6 3 0 0 0 0 9 4 .4 8 5 0 0 0

O lb er lo n q - le r m  d eb t ll.0 3 5 .S 7 8 - 30.000 11 .005,878

lo lu l $ 3 4 4 ,7 6 5 .8 8 7 8 1 2 2 9 9 0 ,0 0 0 5 s  3 4 5,000 4 0 9 4 1 0 8 7 8

( t e n c n i l  o b l i g a t i o n  b o n d s  :tre  s e c u r e d  I n  I t o n t l s  r e c e iv a b le  a n d  I n  a n t i  H in t s  in  t h e  o r d i n a r y  r e s e r v e  

a c c o u n t .  I h e  A c t  f u r t h e r  p r o v i d e s  t h a t  it  a m u n i c i p a l i t y  d e f a u l t s  o n  i t s  p r i n c i p a l  a n d / o r  in t e r e s t  

p a y m e n t s ,  u p o n  w r i t t e n  n o t i c e  h y  t h e  A u t h o r i t y ,  t h e  S t a t e  o f  A la s k a  m u s t  p a y  t o  t h e  A u t h o r i t y  

a l l  f u n d s  d u e  f r o m  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  f r o m  t h e  S t a t e  i n  a n  a m o u n t  s u f f i c i e n t  t o  c le a r  t h e  

d e f a u l t .  L o a n s  m a d e  u n d e r  t h e  C o a s t a l  K n e r g y  L o a n  P r o g r a m  a r e  p a y a b l e  o n l y  f r o m  p r o c e e d s  

r e c e iv e d  f r o m  t h e  m u n i c i p a l i t i e s  t o  w h i c h  t h e  lo a n s  w e r e  m a d e .
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T h e  a b o v e  b o n d s  m a t u r e  in  v a r y  i n g  a n n u a l  i n s t a l l m e n t s .  I h e  m a t u r i t i e s  a t  J u n e  3 0 ,  2 0 0 5  a r e  as 

f o l l o w s :

Year ending 
June 10

-  1976- 
General Reserve

199SA
Seward

Revenue

1997A
Ketchikan
Revenue

General
Reserve

1998A
Ketchikan
Revenue

199KB
Homer

Revenue

2006 S 19,820.500 1.674.500 170,000 690,000 _ 660.000 235.000

2007 18.025.000 1.155,000 160.000 725.000 - 685,000 250.000

2008 17.000,000 800.000 195.000 760,000 - 715.000 255.000

2009 16905.000 75000 205000 800,000 - 755000 180,000

2010 17115000 5,000 215000 84 0  000 - 785.000 185000

2011-2015 7 8788000 2.267.000 1.300,000 4,930.000 - 2.570000 -

2016-2020 71.589000 1,006000 - 3.665,000 1 525,000 - -

2021-2025 46.035000 2560.000 - - - - -

2026-2030 8880.000 - - - - - -

2031 and allot - - - - - -

S 294 157 500 9.762.500 2265,000 12.4 KJL0W) 1525.000 6170.000 1.105000

Year ending 
tune 30

1999A 
Inter-Island Ferrv 

Revenue

2OO0A
(Jnalaska
Revenue

2000B
Seward

Revenue

200IA
Ketchikan
Revenue

2002B
Ketchikan
Revenue

20024
Ketchikan
Revenue

2003A
CBJ

Revenue

2006 75.000 445000 105000 80.000 115000 460000 1 445.000
2007 80,00(1 - 110.000 85000 120.000 475001) 1491)000
2008 85,000 - 115000 90,000 130000 490000 -

2009 85000 - : 200011 90,000 1 35.000 505,000 -

2010 90,000 - 125000 95,000 140.000 520,000 -

2011-’oi 5 535.000 - 745000 555.000 825000 2.9 30 000 -

201u-2020 710000 - 950000 555,000 820000 - -

>021-2026 - - 455000 - - - -

2026-2030 - - - - - - -

2031 and altet - - - - - - -

5 1.660.000 445000 2.725000 1.550.000 2285000 5.380.000 29.35,000

Year ending 
lune 30

20038
Valdez

Revenue

2003C
Kodiak

Revenue

2004A
CBJ

Revenue

2004B
Anchorage

Revenue

Coastal
Energy
Loan

total
Principal

total
Interest

2 0 0 6
_ 2 0 0 0 0 0 _

110.0110 5 4 1 )0 0 0 0 3 1 8 8 5 0 0 0 1 7 9 6 0 4 7 9

2 0 0 7 r > (n()00 2 0 0 .0 0 0 5 0 0 .0 0 0 9 5 0 0 0 4 0 0 0 0 0 2 5 2 4 0 0 0 0 16 5 9 8  854

2 0 0 8 6 7 5 .0 0 0 2 0 5 .0 0 0 5 1 5 ,0 0 0 1 0 0 0 0 0 4 0 0 .0 0 0 22.5.30,000 15,696.521

2 0 0 9 6 8 0 0 0 0 2 1 5 0 0 0 5 3 5 .0 0 0 1 0 0 0 0 0 4 0 0 0 0 0 2 1 7 8 5 0 0 0 14 ,8 2 6 .3 2 8

2 0 1 0 6 8 0 0 0 0 - 5 5 5 .0 0 0 1 0 5,000 4 5 0 ,0 0 0 21 9 0 5 0 0 0 1 3 .9 4 7 3 5 4

2 0 1 1 - 2 0 1 5 5 ,0 0 5 0 0 0 - 3 ,1 2 0 0 0 0 6 0 0 0 0 0 2 2 5 0 0 0 0 1 0 6 .4 4 0 0 0 0 5 5 .6 5 6  371

2 0 1 6 - 2 0 2 0 6 .6 0 0 ,0 0 0 - 3 8 7 5 .0 0 0 7 3 0 ,0 0 0 1 ,7 0 5 8 7 8 9 3 .7 3 0 8 7 8 33 .431.444

2 0 2 1 - 2 0 2 5 4 ,6 9 5 0 0 0 - 4 .9 9 5 0 0 0 9 0 5 .0 0 0 - 5 9 .6 4 5 0 0 0 1 3 .3 9 9 6 0 1

2 0 2 6 - 2 0 3 0 - - 6 .4 6 0 .0 0 0 1 14 5.000 - 1 6 .4 8 5 0 0 0 4,526.241

2 0 3 1  and alter - - 8 .2 9 0 .0 0 0 1 .4 7 5 0 0 0 - 9 .76 5.0 00 1.476,625

S 19.000,00 820000 28.845,000 5,365,000 11,005.878 400410878 187519.818
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NOIf 7 ►  ADJUSTMENTS

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

t h e  A u t h o r i t y ' s  f i n a n c i a l  p o s i t i o n  a n d  t h e  r e s u lt s  o f ' i t s  o p e r a t i o n s .  T h e s e  a d j u s t m e n t s  i n c l u d e  t h e  

e l i m i n a t i o n  o f  i n t e r - f u n d  p a y a b le s  a n d  r e c e iv a b le s .  A d d i t i o n a l l y ,  b o n d  p r o c e e d s  a r e  r e p o r t e d  as 

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

s t a t e m e n t  o f  n e t  a s s e ts , h o w e v e r ,  i s s u i n g  d e b t  in c r e a s e s  l o n g - t e r m  l i a b i l i t i e s  a n d  d o e s  n o t  a f f e c t  

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

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

NOIf 8 ► COMMITMENTS
I n  f is c a l  y e a r  2 0 0 6 ,  $ 2 5 0 , 0 0 0  i n  e a r n i n g s  f r o m  t h e  C u s t o d i a n  \ c c o u n t  w i l l  l ie  t r a n s f e r r e d  t o  t h e  

S t a t e  o l  A la s k a  a n d  d e p o s i t e d  in  t h e  S t a t e 's  D e b t  S e r v ic e  l u n d .  I l i e  e n t i r e  C u s t o d i a n  \ c e o u n t  

b a la n c e  is  av a i l a b l e  f o r  a p p r o p r i a t i o n ,  a t  a n y  t i m e ,  I n  t h e  S t a t e  L e g is l a t u r e .

NOIf 9 ►  SUBSEQUENT EVENT

S u b s e q u e n t  t o  J u n e  5 0 .  2 0 0 5 ,  t h e  P o n d  H a n k  is s u e d  t w o  g e n e r a l  o b l i g a t i o n  b o n d  s e r ie s  t o  f o l ­

lo w :

( i c n c r . i l  ( ) b l i g a t i o n  B o n d s ,  2 0 0 5  S e r ie s  C ,  in  t h e  fa c e  a m o u n t  o f  $ 5 2 , 0 6 0 , 0 0 0  w i t h  i n t e r e s t  r a te s  

r a n g i n g  f r o m  4 . 0 %  t o  5 . 0 0 %  o v e r  m a t u r i t i e s  o f  O c t o b e r  I .  2 0 0 6  t h r o u g h  ( J c t o b  I ,  2 0 2 5 .

( i e n e r a l  O b l i g a t i o n  B o n d s ,  2 0 0 5  S e r ie s  < ) n e .  i n  t h e  f a c e  a m o u n t  o f  $ 1 8 , 4 5 0 , 0 0 0 ,  s o ld  in  

' c t o b c r  2 0 0 5 .  I n t e r e s t  r a t e s  r a n g i n g  f r o m  5 . 0 0 %  t o  5 . 2 5 %  o v e r  m a t u r i t i e s  o f  J u n e  I ,  2 0 0 6  

t h r o u g h  J u n e  2 0 2 5 .

I n  S e p t e m b e r  2 0 0 5 ,  $ 2 5 0 , 0 0 0  i n  e a r n i n g s  f r o m  t h e  C u s t o d i a n  V c c o u n t  w a s  t r a n s f e r r e d  t o  t h e  S t a t e  

o f  \ l a s k a  a n d  d e p o s i t e d  i n  t h e  S t a t e s  D e b t  R e t i r e m e n t  F u n d .

( I i t v  o f  N o m e  a n d  S t.  P a u l  h a v e  e n t e r e d  i n  n e g o t i a t i o n s ,  w i t h  \ ( ) \  \ .  f o r  t h e  r e s t r u c t u r i n g  a n d  

p o s s i b l e  f o r g i v e n e s s  f o r  t h e i r  r e s p e c t iv e  C o a s t a l  K n e r g y  lo a n s .  I h e  r e la t e d  l o a n  p a y a b l e '  d o  n o t  

r e p r e s e n t  a g e n e r a l  o b l i g a t i o n  o f  t h e  \ u t h o r i t y .  as t h e y  a r c  p a y a b l e  o n l y  f r o m  p r o c e e d s  r e c e iv e d  

f r o m  t h e  C i t y  o l  N o m e  a n d  S t .  P a u l ,  r e s p e c t iv  e ly .  P a y m e n t  o f  p r i n c i p a l  a n d  i n t e r e s t  o n  t h e  B o n d  

H a n k ’s C o a s t a l  K n e r g y  B o n d  is  n o t  s e c u r e d  b y  a p l e d g e  o f  a n y  a m o u n t s  h e l d  I n  o r  p a y a b l e  t o  t h e  

B o n d  B a n k  u n d e r  t h e  ( i e n e r a l  B o n d  R e s o l u t i o n ,  i n c l u d i n g  t h e  R e s e r v e  A c c o u n t ,  a n d  is  n o t  i n  

a n y  w a y  a d e b t  o r  l i a b i l i t y  o t  t h e  B o n d  B a n k .  L o a n  p a y m e n t s  d u e  i n  A u g u s t  2 0 0 5  h a v e  n o t  b e e n  

m a d e .
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SU PPLM fN lA l SCHfOUlE O f llA IU IO P y RESERVE ACCOUNT -  A «EIS IIA B IIIM S  AND ACCOUN1 RESERVES

For Ih e  year e n d e d  J u n e  JO 2 0 0 5

1976 General 1976 1990A 1995A 1997A

'O rd ln a iy ' Special Yakutat Seward Ketchikan {

a s s e t s

f a s h S 1 2 0 9 1 4 8 19 4,219 - 2.685 20,531

A cc ru e d  interest re c e iv a b le 32.714 20 7.221 - 5 1 0 6 1 4 .2 0 0

M a rk e ta b le  securities 8 .4 9 5 2 6 4 2 0 1 4 9 1 6 8 - 2 9 7 .0 8 3 1.508,623

In t e r a u o u n t  receivab les 1 .0 2 7 4 3 9 4 0 8 .4 0 7 - - -

1 0 7 6 4 .5 6 5 2 0 9 5 9 0 1 5 - 30 4.874 1 5 4 3 3 5 4  [

LIABILITIES

In te ra c c o u n l p a y a b le s 8 4 7 IS O 2 4 1 6 1 6 7 - . 5 ) 7 9 5 .2 6 5

B o n d  p a y a b le 9 .7 6 2 5 0 0 - - - 1 5 2 5 0 0 0

A ccrued interest p a y a b le 13 3.299 - - - 6 8 3 1

10.7 42.979 2 4 1 6 .1 6 7 - 4.517 1 6 2 7 0 9 6

RESERVES
Spec ia l R e s e n i-  -  S ta le  A p p rop riate d - I5 .6 6 a .3 0 2 - 2 9 9 .5 5 0 -

S |H 't ia l R eserve -  1 in a p p io p r ia le d - 2 9 4 4  CO? - - -

S p ci ia l R eserve - 1  J n re a li/e d  G a in  M o s s ) - (65.0510 - 80 7 -

O rd in a ry  R eserve - 1  n o llo u ite d 12 1.570 - - - (74 765J

Ordinarv R e>e ve -  1 r if iM li /e u  ( id i l i  ( lo s s ) (9 9 ,9 8 4 ) - - - (8 ,977 )

21 58 6 18.542 8 4 * - 30 0.357 (83 ,7 4 2 )

i aflj
S 1 0 7 6 4  5(>5 2 0 9 5 9 .0 1 5

---------------------------
104 874

I998A I998B 1999A 2OO0A 2000B ■'
he-lc hlk.tn Homer Inter-Island 1 nalaska Seward 1

a s s h s

f a s h S 5 7 2 0 3 10,283 22 .7 07 2 2 .2 8 8 27.8 i (»

'  ired interest re ie iv a b lt JO 3 38 5 7 1 0 4 5 8 i»SS 6 8 8

4 .rk e ia b le  s> un ties 1 2 7 1 .6 6 7 2 4 2 O J i 1 4 9 4  18 2 2 4  15r> 224 1 5t>

In t e r a u o u n t  receivab les 4 54 2 !■ - - 2 8 9 3

1 J o J 7 5 0 2 5 8 0 1 6 172.60 J 2 4 7  112 2 5 5  >76

1IABIUT1ES

In t e r a u o u n t  p a y a b le s 2 0 0 8 3 5 7 2 7 (e m 9  521 2 9 3 1

B o n d  p a y a b le - - - - -

A ccrued m e r e s t payable - - - - -

2 0 0 8 3 5.727 6.394 9 5 2 3 2 9 3 1

RESERVES
S p e c ia l Reserve' -  Slate' A ppropriates! ; 3 4 1 299 251 (% 1 6 9 8 0 4 24 3.000 2 4 8 .5 1 8

S p e c ia l Rese rve- -  1 r ia p p ru p n a tc d - - - - -

S p ec ia l Receive' -  I n r c a li/e d  G a in  (loss) 2 J68 8 9 3 (3,595 ) (5 .3 9 1 ) 4 127

O rd rn aiv  Rese'ive - 1 n a llo c a te d - - - - -

O rd ina rv  Reserve' - 1 n re a li/e 'd  (earn l ln s s ) - - - - I
1 34  J.067 2 5 2 .2 8 9 16b 20 9 2 3 7 6 0 9 2 5 2 .6 4 5  ■

S 1.363.750 2 5 8 .0 1 6 172.603 2 4 7  1 32 2 5 5 .5 7 6  t ‘l

1
St"' Indi'i

a- »  i i  & £ 1
, » r •<!
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SUPPltMfNfAl SvHfDUlf Of 'WUIORy RKtRVl ACCOUNIS ASSffS IIABIIIIIH AND ACCOUNf RfSfRVfS

For the  year e n d e d  lo n e  3 0  2 0 0 3

2001A 200IB  2002A 200 3A 2000B
Ketchikan Kct(hlk.m Ketchikan CBJ Valdez

ASSETS

C a s h

A cc rue d  inte rest re ceivab le  

M a r k e ta b le  sec u n tie s  

1 (erac c o u n t receivab les

S 3 2 1 7 4  

382 

124.831

33 70 4  

h i  1 

1 9 0 2 8 0

30 .3 00

8 0 5

5 9 7 .7 5 0

2 2 8 7 2

1.594

5 4 4 ,7 0 7

10.288 

2 0 .2 5 6  

1 7 4 9 8 7 9  

9 4 0 7

1 3 7 0 8 7 2 3 3.025 0 3 4  85 5 5 6 9 2 3 3 1 .7 9 5 8 3 0

LIABILITIES

In te ra c c o u n t p a y a b le s 5 4 0 7 8 347 24  2 31 0 0 9 1 -

B o n d  p a v J b le - - - - -

A cc rue d  inte rest p a y a b le - - - - -

5 4 0 7 H 5 4 7 24.231 0 6 9 1 -

RESERVES

S|M 'cial R eserve -  S ta le  A p p ro p ria te d 1 5 4 6 7 5 2 2 9 8 7 0 - - -

S p ec ial R eserve -  1 'n ap p inp riatec ! - - 0 2 5 0 0 0 5 0 8  5 0 0 1 7 8 0 0 0  3

Spec u l  R eserve -  1 n r e a li/e d  ( .d in  (Fo ss) 12,995) 14 7 9 2 ) l i  t 370) ( 5 9 5 8 ) 1 5 7 0 7

O rc lin a iv  R eserve -  1 n a llo c a le d - - - -

O rd in a ry  R e s e a t  - t u ie a l l /e d  ( r a in  ( lo s s ) - - - -

151 6 8 0 2 2 5 0 7 8 0 1 0 0 2 4 5 0 2 5 4 2 1 7 9 5 8 3 0

S 157.087 2 3 3 6 2 5 () 34 8 )5 5 0 9 2 3 3 1 795.8 30

200 3C
kodak

2004A
CBI

201MB
Anchorjqc Total

ASSETS

Cash S 20.773 34 5 fi‘i 441.74 | s l4  317

A ccrued interest re ceivab le 211 7 3S5 607 328.974

M a rk e ta b le  securities 740.39 1,8 3h 124 297 > 7 37985 705

In te ra c c o u n ! re ceivab les 2 8 1 - 1 452971

l t d  300 1,878078 343.068 41 581967

((ABILITIES

Inteiacc o u n !  p a y a b le s 5(> 10 349 3.073 1.472.741

B u n d  p a y a b le - - - 11.287.500

Ac c lu e d  in le rc s l p a y a b le - - - 140130

56 16.349 307.3 14900.371

RESERVES

Special R eserve -  Sidle A p p ro p ria te d
_ _ 18001414

S p ec ial R eserve -  1 n a p p ro p iia le tl 101500 1 875 750 341931 S.237.34(>

s p e c ia l R eserve -  1 in e a h /e t l  U iin  (1 uss) (2501 114021) 125301 (95.11081

Ordinaiy R eserve -  1 n a llo c a le d - - - 46805

t lid in a rv  R eserve -  1 m e a li /e d  L .a m  II oss) - - 1108 901

1 0 1 .2 5 0 1.801 7 2 9 339 395 2 6 0 8 1 .5 9 0

S 1 0 1 3 0 0 1 .8 7 8 0 7 8 3 4 3 .0 0 8 4 1 .5 8 1 .9 6 7

See IniJeiviiclent Auditors kejmil



P e n s io n  O b lig a t io n  B o n d s

M a r k  P r u s s i n g ,  V i c e  P r e s i d e n t  

L i n d s a y  S o v d e ,  V i c e  P r e s i d e n t  

( 2 0 6 )  6 2 8 - 2 8 8 2

S H i H I  S E A T T L E - N O R T H W E S  
i l f f i l S  SECURITIES CORPORATION



W hat is a Pensioh O b lig a tio n  Bond?

•  A  p e n s i o n  o b l i g a t i o n  b o n d  i s  a  f i n a n c i n g  u s e d  t o  d e f r a y  u n f u n d e d  p e n s i o n  

c o s t s .

•  P e n s i o n  s y s t e m s  m e a s u r e  a s s e t s  o n  h a n d  a g a i n s t  t h e  p r e s e n t  v a l u e  o f  

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

•  I f  l i a b i l i t i e s  e x c e e d  a s s e t s ,  t h e  d i f f e r e n c e  i s  k n o w n  a s  t h e  

A c c r u e d  A c t u a r i a l  L i a b i l i t y ^ ) o r  “ U A A L . ”

•  W i t h  l a g g i n g  i n v e s t m e n t  r e t u r n s ,  i n c r e a s e s  i n  h e a l t h c a r e  c o s t s ,  a n d  a c t u a r i a l  

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

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

B M  SEATTLE-NORTHWEST
i & B B  SECURITIES CORPORATION



W hat is a Pension O b lig a tio n  Bond?

•  R e p a y m e n t  o f  t h e  U A A L  i s  a m o r t i z e d  o v e r  a  f i x e d  p e r i o d  a n d  b u i l t  i n t o  

p a y r o l l  r a t e s  a t  a  g i v e n  i n t e r e s t  r a t e ,  8 . 2 5  p e r c e n t  i n  A l a s k a .

•  R e t i r e m e n t  s y s t e m  t h e r e b y  b e c o m e s  t h e  “ b a n k e r ”  f o r  t h e  s h o r t f a l l ,  a s  

e m p l o y e r s  r e p a y  t h e  l o a n  o v e r  t h e  a m o r t i z a t i o n  p e r i o d .

•  M a n y  j u r i s d i c t i o n s  h a v e  u s e d  P e n s i o n  O b l i g a t i o n  B o n d s  t o  r e f i n a n c e  t h e s e  

“ l o a n s ”  a t  r a t e s  l o w e r  t h a n  t h e  a m o r t i z a t i o n  r a t e .

1*3 SEATTLE-NORTHWEST
■ ■ ■  SECURITIES CORPORATION



W h y  M ig h t Pension O b lig a tio n  Bonds 3 
be U se fu l in  A laska

^ a a a — 1 1 ■

•  A c c o r d i n g  t o  t h e  r e c e n t l y  r e l e a s e d  2 0 0 4  v a l u a t i o n ,  a s s u m i n g  a b o v e - a v e r a g e  

g r o w t h  i n  p o p u l a t i o n :

-  PERS rates rise to 32% of payroll beginning in 2011, and do not decline until 
2029.

-  TRS rates rise to 50% of payroll in 2011 and continue increasing to 56% by 
2028 before declining.

•  P r o p e r l y  s t r u c t u r e d  p e n s i o n  o b l i g a t i o n  b o n d s  c a n  b e  a n  e f f e c t i v e  t o o l  f o r  

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

j u r i s d i c t i o n s .

•  I n  O r e g o n ,  j u r i s d i c t i o n s  a r e  p r o j e c t e d  t o  s a v e  o v e r  $  1 . 3  b i l l i o n  f r o m  u s e  o f  

t h i s  t e c h n i q u e .

: SEATTLE-NORTHWEST
SECURITIES CORPORATION



A la ska  Pension System  *

Alaska

PERS . TRS

Asset base S 8.2 billion $ 3.9 billion

Covered Employees 69,135 21,220

Average employer rate 16.77% (J?
i f  7‘

21.00%

Funded ratio 72.00% 64.00%

U \AL as of 2004 valuation S 3.4 billion $2.3 billion

*As of June 30, 2004.
(1) Effective for Fiscal Year 2006, Actuarially computed at 25.63%.

(2) Effective for Fiscal Year 2006, Actuarially computed at 38.85%. "Trt 5
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The A rb itra g e  Issue

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

• Success from borrowing depends on the market returning more than the cost o f  
the bond.

-  For Alaska borrowers, if  investment returns equal 8.25% over 25 > ,ar 
period over the life of the bonds, costs will be reduced as estimated.

-  If returns are greater than 8.25%, cost reductions will be greater than 
projected.

-  If returns are less than 8.25% cost reductions will be positive, but less than 
projected.

-  If returns are less than the bond yield, borrowers will be worse o ff than 
those who do not borrow.

SEATTLE-NORTHWEST
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A laska  PERS

Alaska Publij Retirement System

H i s t o r y  o f  I n v e s t m e n t  R e s u l t s

140

n
8.25% I

1995 1996 1997 1998 1999 2000 2001 2002 2003 2
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B on d ing  a P opu lar T o o l
7

M a n y  j u r i s d i c t i o n s  t h r o u g h o u t  t h e  c o u n t r y  h a v e  c h o s e n  t o  f i n a n c e  P E R S  

l i a b i l i t i e s  w i t h  b o n d s .

Oregon example:

• A total o f  133 school districts, cities, counties and the State have issued $5.4 billion 
of pension bonds in Oregon.

Savings projected at $1.3 billion overall, assuming an 8.00% rate of return.

• Original statutory authority provided to locaj_governments and school districts in 
2001 for issuance o f  ̂ full faith and credit obligations.”

"School Districts also granted authority to enter into intercept agreement with the 
State, whereby operating funds were additionally pledged. This approach resulted in 
“State” credit rating.

State Constitutional amendment approved by voters in 2003 authorizing the State to 
issue GO bonds for its share of the liability. Voter approval margin was 55.25%.

■ ■ ■  SEATTLE-NORTHWEST
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O regon Process
8

Bond proceeds are placed in a “lump sum account” for benefit o f employer. 
Earnings and losses directly accrue to that account.

Lump sum account is used to provide prepayment credit 0 1 1  payroll rates charged to 
jurisdictions.

Although bonds have to be sold on taxable basis, interest rates for most borrowings 
have been well under 6%.

Oregon State Treasury regression analysis conducted in July 2003 projected 
probability of positive arbitrage in PERS refinancing at nearly 90%.

S l& L l  SEATTLE-NORTHWEST
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Recent Returns -  Oregon Lump Sum Accounts

Issuer Par TIC Total Return Annualized

Series 2002 A&B - Local Governments $ 238 m 7.00% 43.04% 11.74% (1)

Series 2002 - School Districts $ 775 m 5.60% 59.01% 19.14%

Seri3s 2003 - Schools, Community Colleges $ 1,080 m 5.73% 51.88% 20.08%

Series 2004 - Schools, Community Colleges $ 400 m 5.49% 23.51% 13.44%

Series 2004- Local Governments $ 126 m 6.11% 24.28% 16.19%

( 1 )  A s  o f  N o v e m b e r  3 0 ,  2 0 0 5
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Lessons Learned

1. Payment to PERS does NOT guarantee UAAL will be paid off in full.

2. Changes in size o f UAAL,
• Judicial, legislative, regulatory or investment activities can cause future changes to 

UAAL. Further increases would continue to be responsibility of jurisdiction.
-  Reductions: Lump sum payment would put jurisdiction in surplus. Funds will not 

be returned to jurisdiction, but surplus is used to reduce payroll rates further.
-  Increases: Lump sum payment would defray total deficit. UAAL would not be as 

high as would otherwise be the case.
In any case, arbitrage risks remain the same for existing lump sum payment.

3. Structure of the financing matters
Inappropriate to use unrealistic assumptions about rates of return.
Amortization structure of bonds should match amortization of UAAL that PERS 
system uses.
Not prudent to have back weighted structured where all savings are produced in early 
years.

■ ■ ■  SEATTLE-NORTHWEST
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Lessons Learned

4. The “housekeeping issues'’ are often the most critical

Adequate protection and proper accounting of lump deposits are critical.
Statutes and regulations needed to ensure that the employers making the deposit are the 
ones getting tlie credit, and that credit is for appropriate amount.

5. Bond Related Considerations /

Bonds aie not likely to be subject to early redemption.
Rating agencies will scrutinize structure carefully to ensure payment of liability is not 
further deferred.

• Changes “soft” liability to “hard” liability, which may put some limitations on 
financial flexibility.

6. Variations in payroll growth not immediately reflected in debt structure

Under current structure, if payroll declines, payments to PERS decline. *

• Using bonds, if payroll declines, payments on the bonds do not change. Y

t r *  7 '

SEATTLE-NORTHWEST
■ ■ ■  SECURITIES CORPORATION



A la ska  L e g is la tive  C onsiderations
12

G o a l :  G i v e  a l l  j u r i s d i c t i o n s ,  a t  t h e i r  d i s c r e t i o n ,  m e a n i n g f u l  a c c e s s  t o  c a p i t a l  

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

1. Access
Express authorization for all types of jurisdictions to issue obligations for this purpose 
either individually or through another entity.

Authorization for individual jurisdictions to pool together through another entity (either 
state entity such as Bond Bank and/or pool created with a Trustee).

2. “Meaningful” Access
• Without additional credit support, some jurisdictions may not be able to enter market 

on a subject-to-appropriation basis at a competitive rate.

• Forms o f additional credit support
• Intercept of State funding - particularly useful for school districts 

Bond reserves 

Bond insurance

• Voter approval of constitutional amendment allowing use of general obligation bonds

SFATTLE-NORTH WEST
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H B  278 -  C om m ents
1 3

H  ‘

O n e  p a r t  o f  a  b r o a d  s o l u t i o n .

T h e  n a t u r e  o f  t h e  o b l i g a t i o n  I ' - ' * ------------- ' — 1  A  + u ~

B o n d  B a n k  i s  n o t  c l e a r .

•  W o u l d  l i k e  i t  e x p a n d e d  t o  c o v e r  b r o a d e r  i n t e r c e p t  a u t h o r i t y ,  

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

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

•  W o u l d  l i k e  t o  s e e  a d d i t i o n a l  f l e x i b i l i t y  f o r  j u r i s d i c t i o n s  t o  

g r o u p  t o g e t h e r  t h r o u g h  p o o l s  o r g a n i z e d  b y  t r u s t e e .

•  E n t i r e  s o l u t i o n  w i l l  r e q u i r e  l e g i s l a t i v e ,  a d m i n i s t r a t i v e  a n d ,  

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

7 U.3-1 SEA I TLE-NORTHWEST
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14

P e n s io n  B o n d s  i n  A la s k a :  

P o t e n t i a l  S a v in g s

y & i i i  SEATTLE-NORTHWEST
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Types o f  O b liga tions
15

•  S a v i n g s  w o u l d  b e  m a x i m i z e d  i f  G O  b o n d s  c o u l d  b e  i s s u e d .

•  A p p r o p r i a t i o n  o b l i g a t i o n s  s t i l l  p r o v i d e  s u b s t a n t i a l  s a v i n g s  f o r  h i g h l y  r a t e d  

e n t i t i e s .

•  T a x a b l e .

• N o n - c a l l a b l e .

•  O p p o r t u n i t y  t o  i s s u e  o b l i g a t i o n s  d e p e n d e n t  o n  c u r r e n t  d e b t  m a r k e t  

c o n d i t i o n s  -  a s  i n t e r e s t  r a t e s  r i s e ,  p e n s i o n  o b l i g a t i o n  f i n a n c i n g  b e c o m e s  

l e s s  a t t i a c t i v e .
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Example: C ity &  Borough o f Juneau
1 6

A s s u m p t i o n s

Investment rate o f return = 8.25% 

• Annual payroll growth rate = 5.50% (*) 

Past service amortization:
-  Fixed 25 years, effective June 30, 2002. (**)

*City and Borough o f Juneau -  Notes to audited financial statements 
**State o f Alaska PERS Actuarial Valuation Report as o f June 30, 2002 (Page 5)
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