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MB 351

Ed 226

MB 152
SB 227

MB 371
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MB 3'y

MB 401

MUNICIPAL DIVI0END
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KaGp;rr;er APPROP MIINI
Gndenbér REVENUE
9 SHARING/SAFE COMM
Crott
t Kokebecg MUNICIPAL A*Q
Elkins GRANTS
AD/ISORY VOTE ON
Thomas  coMMON 'V DIVIDEND
Gara IOCAI TAX RELIEF &
MUNI ASSISTANCE
Ellis, French FUND
Gardner.
Gara MUNICIPAL
Gruenberg  ASSISTANCE/ LOCAL
Elkins TAX RELIEF
Elks
Crawford MUNICIPA!
ENDOWMENT
Ellon PROGRAM
Crawford APPROPRIATIONS
MUNICIPAL
Ellon ENDOWMENT FUND
COMMUNi. rDVIDSND
Governor PROGRAM
STATE MINERAL
Moses RESOURCE
REV (MUNICIPAL AID
Betkowilz REVENUE SHARING

ENDOWMENT FUND

Alaska Department of Commerce
Recap of Community Dividend/Revenue Sharing/Admin Borough Bills

movxles $250 per capka witha mnmum ot MO 0
per community

Distributed under existing Slate Revenue Sharing
and Sale Communities Program statutes

Provides $50 0 per municipakty
$3 5 per unincorporated community

Adviviy vole on using PF earnings lor revenue
sharing

Appropnales 2005 oil (ax change rovenue lo Local
properly ,ax and municipal assistance lund
OisInbuled under existing SRS/SC Program

statutes

Apt ropnales $60 million annually lo the local
prop- / lax and municipal assistance h nd it oil »
$30 bbl Formula lo increase Koil > $30 bbl
Distributed under existing SRS/SC Program
statutes

Provides $50 0 per municipality plus a per capita
distribution
$250 pe unincorporated community

Establishes Municipal endowment fund and
capitalizes il with $750 m.ilron

$50 0 for borough
municipalities 500 or more * $40 0
250-500 » $35 0. 100 249 * $30 0,
100 or less * $25 0
Next priority is organirational grenls ($!Myrs 14 2
$0 5M yr 3)
Balance is distributed per capita lo bore ihs

Establishes Slate Minerals Iease Assistance Fund
to offset effects of exploration or location a tn ly on
municipalities

Establishes Revenue Shanng Endowmenl fund
Capitalized with 25% ongoing share of desig nated
mineral revenues that would otherwise bo GF

PF eamngs atter

PFO's and

Irritation-prooltng

GF

GF

PF earnings alter

PFD's and
inflation-proofing

GF

I

Municipal
endowmenl fund
(see MB 352 and

B 227)

GF Surplus

AM Mess

GF

GF
(FY 05 $136
million)

MP 0 per city or
borough

MO 0 per city or
borough, approx
$7 0 to each
unincorporated
communWy

$50 0 per city or
borough $35to
each unincorporated
community

$50 0 per city or
borough. $250 lo
each unincorporated
community
MO 0 per city or
borough, approx
$10 0loeach
unincorporated
community
$40 0 per city or
borough approx
$70 lo each
unincorporated
¢ Timui ty

$50 0 per city or
borough $250 to
each umncorpoaled
community

$50 0 for borough
municipalities with a
population of 500 or
more*$40.0.
250 500*S35 0.
100 249*$30 0,
100 or less»$25 0

Formula is traditional
municipal revenue
sharing and sale

communities program

statutes

$750 per capita
About $34 per

capita under %8¢
Safe :
Communities mSion
Program
None $8 3 million
About $219 per  $150
capita million
About iSF per
capita under
Safe
Communities
Program
About $34 per
capita ir .or -
Sate $r$1?nimm”uhrzn
Communities
Program
6 0% ot
fund
About $E8 D gitrbuted
p (protected
$45 million)
Base
program
Any balance  $10 million

distributed per Average ot
capita $27°6
million

distributed

Approx
$1 994
million
50% ol
lund value
($6 9

mi%n

million)

CRA ST- FIN

CRA FIN

CRA FIN

STA fin

CRA FINr
CRA FIN

W&M CRA FIN/
CRA FIN

CRA FIN/
CRA FIN

CRA FIN/
CRA fit,

CRA FIN/
STA FIN

CRA FIN

WAM RES FIN



Alaska Department ot Commerce

Recap of Community Dividend/Revenue Sharing/Admin Borough Bills

e 1. o

) Y WA ”l ”l
v I e g lien < '

o , . f ‘ . %o )
ir oA kS dterstoli, - il T my
increases ol pioductontai drsinbules hair of new -
SB 36 ERon M%ggéﬁig’g %&X revenue lo communities under rusting Slate GF (new axes' $75 %Ot?ocu't'ﬁ: and _
Revenue Sharing Program statutes g
$70 per capita
to munmpaMie*
31% PF EamIngs and
$70 per capes lo muntcipaaiies and unmcorporaied Reserve unincorporated
e COMMUNITY DIVIOENC — communities MumcipaMies mat operate schools 33% Am He s commu.v'tes -
SB719  Vifkoh PROGRAM v-xid recurve $100 per capita Nomtnanum 33% CBR None MumcipaMies $63 mitro
allocation (balance > $1 that operate
button), schools would
receive $100
per capita
$.300 0 for a unified
municipality. $1500
Senate CRA tor other boroughs.
hfy rgquest , 78 mdion 1 AM Hats o M I $750 lo each$city Any balance
of Advisory APPROP TO RT VENUE ropriates mdion Irnm ats lo Municipa and Mellatalia $750 . .2 i
BT46 Commission  SHARINGT N0 fund P A Mess lo each distributed per - $78 milfon
on Local umn  rporated P
Government community (about 75
communities per
DCCEQ)
$300 0 for a unified
Baso grant municipality $1500
Senate CRA $300 0 tor each unified mumecvaiity (or other boroughs
byrequest $150 0 tor each borough that Is not a unified $75 0 lo each city Any balance
ot Advisory  REVENUE SHARING municipality. and MellaXatla $750 .°% e
S0 147 Commissioyn PROGRAM $750 for Fe)achycity AM Hess 0 each distributed per $78 million
on Local $75 0 for each unincorporated community umncorpoi iled capita
Government | ilance distr'hutei. tj municipalities 0o per capita community (about 75
basis communities per
DCCED)
Senate CRA Admin Borough Organ?zaalilodngl Grant* $750 Oyrs 1,
é)tyArgellégSr; ADMINISTRATIVE  Other Borough Organizational Grants $300 0 yr 1.
St) 748 Commission BOROUGHS AND NEW $7000 yr 7 $t00 0yr3 GF _ _ _
on Local BOROUGH GRANTS  New Borough Grants Il land grant > 15,000 acres
Government then $17 5 M. Il land grant <15.000 acres then
StCM

RES FIN

CRA 1IN

RA FIN

CRA FIN
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AMENDMENT

OFFERED IN THE SENATE

TO: CSSB 247(CRA)

Page 4, following line 29:
Insert a new paragraph to read:

"(38) Soldotna, City of

Renumber the following paragraphs accordingly.

24-LS1422\Y |
Cook
3/15/06

BY ENATCR STEDVIAN

166,295"






A M I- Borough Formation Task Force Recommendation

Amendments to Title 29

AS 29.05.031 Amendment: Add new subsection (c) as follows:

(c) In setting boundaries ofa proposed borough or unified municipality, consideration
shall be given to existing administrative or corporate boundaries and to drainage basins or other
regional geographic features. However, while corporate and administration boundaries may be
considered, such boundaries shall not be en'itlcd to any presumption in the determination o f the
appropriate boundaries under subsection (a) of this section. The following apply:

(1) Absent aspecific and persuasive showing to the contrary, the Local Boundary
Commission shall, while acting in the best interest of the State, strive to preserve maximum
flexibility, local preference, and areas ofcommon interests when approving petition boundaries.

(2) AIll boundaries approved under subsection (a) of this section shall be structured
such that all bordering areas have a reasonable potential to form viable political subdivisions. If
the proposed boundary of a new borough would leave an enclave or a non-viable area between it
and an existing borough, and the standards for establishing borough boundaries would call for
annexation o f that area to the existing borough rather than the proposed borough, the Local
Boundary Commission shall extend the boundaries of the existing borough to include that area.
Petitions will not be approved that would leave enclaves or non-viable areas between boroughs.
Existing boroughs affected by potential boundary changes shall be given notice and have the
opportunity to offer input prior to the determination of final boundaries.

(3) The Local Boundary Commission will not consider incorporation ofa proposed
borough containing more than one home rule and/or first class city unless its petition includes

resolutions o f support from each city council.



AMENDMENT

OFFERED IN THE SENATE
BY G. STEVENS

TO: HB 248. Version

Page 7 line 3

Insert “1f me new borough forms within the model borough boundaries, the

department shall waive the petition process.”

Insert "If the department issues a rejection of the boundaries selected by the

proposed borough, the proposed borough may withdraw its application lor

incorporation.”

Page 8. line 19

Insert new Id) “This. section shall not apply to the formation ol an AdmIHIStratIV

Borough.”



Alaska State Legislature

Senate Majority Web: www.akrepublicans.org

Sponsor' Community & Regional Affairs By Request of ADVISORY COMM ON
’ LOCAL GOVT

Current Version:  SH 248

Contact: Kim Camot, 465-4989

Fact Sheet for: Senate Hill 248
Short Title;  ADMINISTRATIVE BOROUGHS BOROUGH GRANTS/

Summary:

Establishes i’>c Administrative Borough as a new class ofmunicipal government.
Provides an organizational giant of S250.000 per year for three years for
Administrative Boroughs.
Stipulates that boundaries for a proposed borough encompass a natural region that
promotes service delivery on an efficient and cost-effective basis.
Allows Administrative Boroughs to levy a sales tax.
Does not give the Administrative Borough the power to levy a property tax,
meaning the cutrent Rural Education Attendance Are system will remain intact.
Gives boroughs that incorporate within four years of the effective date of the act a
"new borough grant” that can be invested and earnings used for municipal purposes.
Grants are in the amount of:

m S12.5 million for boroughs that are entitled to at least 15,000 acres o f general

grant land under AS 29.65.030.

m $15 million for boroughs entitled to less than 15.000 acres o f general grant

land.

Removes obsolete references to third class boroughs.

Benefits:

Provides a monetary incentive to encourage borough formation.
Bridges the gap between existing communities and future boroughs with a phased
in approach to selfgovernance.

Helps provide financial stability through new borough grants.

Background:

SB 246, SB 247 and SB 24X were introduced at the request ot the Advisory
Commission on Local Government, which was established during the first session
of the Twenty-fourth Legislature to examine local governance issues. SB 247
establishes the revenue sharing program. SB 246 provides funding for the revenue

sharing program, and SB 248 establishes a new administrative borough.

The Admmstrative Boroughs proposed in SB 248 offer a phased in approach to self
governance without the complete purview ofpowers found in a second class
borough. In general, its three main functions will be to. analyze and make
recommendations regarding capital improvements and agency programs/services
that require legislative appropriations; serve as a clearinghouse for information
necessary to government entities to meet responsibilities or obtain technical or
financial assistance; submit a planning report that establishes goals for the borough,

assesses residents’ needs and examines alternative ways of meeting those needs.

Facl Sheet Revision Dale f riday, February 102 60240PM
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ALASKA STATE LEGISLATURE

Senate Committee on Community & Regional Affairs
Senator Bert K. Stedman, Chair

Senator Gary Stevens, Vice-Chair State Capitol, Room 30
Senator Tom Wagoner \rS5Kafc77 Juneau, AK 99801-1182
Senator Johruiv EJlis Phone: {907) 465-4989

Senator Albert Kookesh O fficial Business Fax: (907) 465-3922

SPONSOR STATEMENT SB 248

“An Act relating to administrative boroughs; relating to municipal school
districts; relating to standards for incorporation of boroughs and unified
municipalities; eliminating obsolete provisions relating to a third class borough
and making technical changes to statutes relating to regional education
attendance areas; and relating to new borough grants for certain newly
incorporated boroughs and unified municipalities."”

Senate Bill 248 comes as a result of recommendations made by the Advisory
Commission on Local Government. The Commission was established in May 2005 to
explore ways in which the Legislature could help Alaska's areas of need.

SB 248 establishes a new class of municipal government called the Administrative
Borough. The Administrative Borough will be comprised of areas that have populations
that are integrated socially, economically, and culturally, with boundaries that
encompass a natural region that promotes service delivery on an efficient and cost
effective basis. However, an Administrative Borough's assembly will not have the
complete purview of powers that are found in second or third class boroughs.
Generally, an Administrative Borough will have three main functions;

(1) Receive, review, and provide written comments and recommendations with
respect to proposed capital improvements and agency programs and

services that involve legislative appropriations and that affect the people and
resources of the borough.

(2) Serve as a clearinghouse for information, data, and other materials that mav
be helpful or necessary to government entities in the discharge of their
responsibilities or in obtaining technical or financial assistance.

(3) Prepare and maintain a regional planning report that establishes goals for
the borough; assesses and reports the needs of residents of the borough;
and analyzes alternative ways of meeting the needs of the residents of the

borough.

An Administrative Borough will not have the ability to levy a property tax. This also
means that the current Rural Education Attendance Area (REAA) system would remain

intact.



SB 248 also changes the organizational grants that are available for the formation of
boroughs. For an Administrative Borough, the organizational grants are S300.000 a
year for three years. This amou.T has been adjusted due to testimony from several
borough governments that the current grant levels are inadequate for a newly forming

borough government.

Finally, SB 248 creates a monetary incentive for borough formation in general. A major
hindrance to borough formation is the lack of lands available to form a borough. Many
proposed boroughs, especially in the southea™* region of the state, are able to select
lands that amount to less than 100 acres. These kinds of situations make it difficult to
sustain a fully functioning borough. Therefore, SB 248 allows proposed boroughs who
are not able to select a minimum of 15,000 acres to receive a grant $15,000,000 that
they can use to sustain themselves. The boroughs that are able to select 15.000 acres
or more receive a grant of $12,500,000 that will go towards sustaining the borough

government.

Passage of SB 248 will create an environment in Alaska that promotes voluntary
organizatio’ and continued sustainability of our local governments.

Contact: Kim Carnot, Senate Community and Regional Affairs Committee Aide at (907)

165-4989
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M - M O KANHVM January 26. 2006
SUB\]ECT Sectional Summary; administrative boroughs (SB 245S)
TO: Senator Gary Stevens

Senate Majority Leader

Attn; Doug Letch

|ROMI Tamara Brandt Cuo'

Director
This bill would permit the incorporation of a new class of borough, the administrative
borough. Unlike other boroughs, the administrative borough would not be a school
district and woulJ only be able to levy sales and use taxes. The bill would establish a

new borough grant program available to boroughs that incorporate between the effective
day of this bill and four years afterward. The amount of the grant would be between
$12,500,000 and $15,000,000. The new borough would be required to invest the giant
money and use only realized inome. The bill also remove* all reference to third class

boroughs, since no third class borough now exists and none may be formed under

existing law.

Sees. 1 - <& Conforming changes to education statutes to reflect that administrative

boroughs are not school districts.

Sec. 9: Conforming change to reflect that regional educational attendance areas exist in

administrative hot jughs as well as in the unorganized borough.

Sec. 10: Adds :dmimstrativc botoughs to the class of general law municipalities and

deletes third class boroughs.

Sees. 11 and <2: Permits a second class borough to rcclass'ry as a first or second class

borough and provides for the electi >nof a school board should that occur.

Secs. 13 and 14: Permits incorporation of an administrative borough and makes changes

to the standards for incorporation applicable to all boroughs.

Secs. 15 - 18: Addresses the incorporation procedure for administrative boroughs in a
w-ay that is based on the procedure for incorporation of second class boroughs, taking into

account that an adm inistrative borough is not a school district.



Senator Gary Stevens
January 26. 2006

Page 2

Sec. 19: Changes the existing law on organization grants to boroughs in a way that treats
administrative boroughs somewhat differently from other boroughs, but that also

increases the grant amounts for the second and third years.

Sec. 20: Conforming change.

Sec. 21: Establishes a new borough grant program available only to boroughs that
incorporate within the period from the effective dale of this bill to four years later. The
grant for a new borough that is entitled to at least 15.000 acres of general grant land is
$12,500,000 Otherwise it is $15,000,000. The new borough may only invest grant

money, but may use realized income from that investment for any municipal purpose.

Sec. 22: Precludes formation of an administrative borough through merger or

consolidation.

Sec. 23: Prevents an administrative borough from become a unified municipality unless

that is approved by the local boundary commission.
Secs. 24 - 29: Conforming and technical changes.

Sec. 30: rrovides that an administrative borough is not a school district and prevents the

borough from exercising education powers.

Sec. 31: Permits an administrative borough to ’evy sales and use taxes but not property

taxes or other types of taxes.

Sec. 32: Requires an administrative borough to provide for land use regulation, but only

outside of cities within its boundaries that were providing for land use regulation before

the borough was incorporated.

Secs. 33 - 51: Deals with powers of administrative boroughs, powers of cities within

administrative boroughs, and acquisition of additional powers by administrative

boroughs.

Secs. 52 - 54: Conforming changes dealing with land wuse regulation by an

administrative boroush.

Secs. 55 - 57: Conforming changes.

Secs. 59 - 64: Addresses treatment of administrative boroughs with respect to national

forest receipts.

Secs. 65 and 66: Addresses treatment of administrative boroughs with respect to the

refunds of fishery resources taxes.






From Dan Bookhorst, Local Boundary Conmission
Comments regarding SB 248, providing for administrative boroughs.
Section 19

The bill provides that each new administrative borough is entitled to an
organization grant of $750,000 over three years; yet ea h new organized
borough other than an administrative borough is entitled to only $600,000 over
three years. Organization grants for new boroughs other than administrative
boroughs should be at least as much as organization grants for administrative

boroughs.

Section 20

AS 29 05.190(c) in existing law provides that a newly formed unified municipality
that occupies the area formerly occupied by a borough is not entitled to an
organization grant. Pending before the LBC is a petition for incorporation of the

Deltana Borough as a unified municipality.

Much, perhaps all, of the area proposed for incorporation was part of the
Fairbanks North Star Borough as that borough was initially configured on
January 1, 1964 under the 1963 Mandatory Borough Act. However, in March
1964, the area in question was detached from the Fairbanks North Star Borough.

It would seem that the intent of AS 29.05.190(c) is to avoid paying an
organization grant to an existing non-umfied borough that “converts"” into a unified
borough. Tnat would not be the case with Deltana However, a literal reading of
the existing law might preclude payment of an organization grant to the Deltana

Borough if it is formed

Section 20 of SB 248 makes technical amendments to AS 29.05.190(c). Itis
recommended that the language be modified further to address the concern

noted above.

Section 21

(b) provides that the new grant funds may be used only for "investments.
"Investments" is an awfully hroad term that allows a great deal of flexibility (real
estate, local economic development projects, etc.). Some boroughs may lack the
sophistication to prudently administer such investments. The legislature may
wish to consider providing the option for assistance or guidance (without any
accompanying responsibility) in the prudent administration of the investments. It
would be a shame to provide for a permanent fund only to see it lose much of its
value over time. There are examples where this has happened to municipal

permanent funds in Alaska



(c) presents the same concern as expressed with regard to Section 20

Application to home-rule boroughs It would seem that the intent of Section 21 is
to apply to all boroughs. If so, it must be stipulated in AS 29.05.205 and in AS
29.10.200 that AS 29.05.205 is a home rule limitation.

Section 31

The tornmtting on lines 5 and 6 of page 12 is odd. The words THAT LEVIES A
SALES AND USE TAX" should not be capitalized.

Sections 65 and 66

These sections deal with the refund of fisheries business taxes to municipal
governments Commerce had recommended that cities within administrative
boroughs would continue to receive allocations under the current formula
However. Sections 65 and 66 provide otherwise The revised suggested
language appears below

Sec. 65. AS 43.75 130(a) is amended to read,

(a) Except as provided in (d) of this section, the
commissioner shall pay
(1) to each unified municipality and to each city
located in the unorganized borough O an administrative
borough. 50 percent of the amount of tax revenue collected in the
municipality from taxes levied under this chapter;

o _ (2) to each city located within a borough, except an
administrative borough. 25 percent of the amount of tax revenue
collected in the city from taxes levied under this chapter; and

(3) to each borough

(A) 50 percent of the amount of tax revenue
collected in the area of the borough outside cities from taxes
levied undei this chapter; and

(B) 25 percent of the amount of tax revenue
collected in cities located within the borough from taxes levied
under this chapter, except that an administrative borough
shall receive no portion of the tax revenue collected
within a city

Sec. 66. AS 43.75.130(d) is amended to read:

(d) Notwithstanding the provisions of (a)(2) and (a)(3)(B) of
this section, the commissioner shall pay



(1) to each city that is located in a unified
municipality, or home rule, first class or second class borough
incorporated after June 16. 1987 the following percentages of the
tax revenue collected in the city from taxes levied under this
chapter;

(A) 45 percent of the taxes collected during the
calendar year in which the borough is incorporated;

(B) 40 percent of the taxes collected during the
first calendar year after the calendar year in which the borough
is incorporated,;

(C) 35 percent of the taxes collected during the
second calendar year after the calendar year in which the
borough is incorporated; and

(D) 30 percent of the taxes collected during the
third calendar year after the calendar year in which the
borough is incorporated; and = _

(2) to each Unified municipality, or home rule, first
class or second class borough that is incorporated after June 16,
1987 the following percentages of the tax revenue collected in the
cities located within the borough from taxes levied under this
chapter;
(A) 5 percent of the taxes collected during the
calendar year in which the borough is incorporated,;

(B) 10 percent of the taxes collected during the
first caiendar year after the calendar year in which the borough
is incorporated;

(C) 15 percent of the taxes collected during the
second calendar year after the calendar year in which the
borough is incorporated; and

(D) 20 percent of the taxes collected during the
third calendar year after the calendar year in which the

borough is incorporated. _
(3) an administrative borou%h shall receive no

portion of the tax revenue collected within a city.
Other Comments Regarding SB 248.

It was previously agreed by the Advisory Commission on Local Government that
the term “unified municipality" would be defmfed as a unified home rule borough
(i.e., a home rule borough in which no city governments may exist). SB 248
contains no such definition.



POWERS /iND DUTIES OF A PROPOSED ADMINISTRATIVE BOROUGH UNDER SB 248
COMPARED TO A HOME-RULE, FIRST-CLASS AND SECOND-CLASS BOROUGH
Prepared I*y Alaska Department of Commerce, Community, and Economic Development

Ay
POWER
Public Education

Planning, Platting, and Land
Use Regulation

Property Taxes

PROPOSED
ADMINISTRATIVE
BOROUGH

Mav not Drovide
education.

Must provide the
services, hut onlv for that
PQF’[IOH of the borough
vina outside of cities
that were orovidina the
services on the dav
before the borough was
formed

The borou?h_ may also
allow other cities'to
assume such powers
within their boundaries

Not permitted to levy
property taxes

Febru

ary 6, 2006

HOME-RULE BOROUGH

(UNTFIE

D AND NON-

UNIFIED)

Must provide education
areawlde in accordance with
AS 14

The borough must provide the

services areawide. gut not

necessa(gny IN aCcor

AS 29.4

D

ance with

i

IS necessary {o avoid

e
default on debt “Some charters

require voter
property taxe

gpproval to levy

FIRST-CLASS BOROUGH
Must Drovide education

areawide in accordance with
AS 14

The borough must provide
the services areawide: in
accordance with AS 29 40.

The borough may allow cities
to assumesuch powers
within their boundaries

Mav lew a property tax up to
30 mllfs exc,gpt% ea
higher levy is necessary to
avoid default on deht. Voter
a,o roval is not requireg
although some general law
borougns limit the amount of

taxes through "tax caps."

SEGOND-CLASS
BOROUGH

Must provide education
areawide in accordance with
AS 14

The borough must provide
the senfices areawide: in
accordance with AS 29.40.

The borough may allow cities
to assume such powers
within thelr boundaries.

Mav lew a gropergl tax up to
30 mills except whére a
higher levy is necessary to
avoid default on deft Voter
a,oﬁroval IS not requireg;
although some general law
boroughs limit the amount of
taxes through “tax caps



. POWER \
Sales Tax and Use Taxes

Other Types of Taxes

Provide Transportation
Systems, Water & Alr
Pollution Control, Animal
Regulation

License Day Care Facilities

PROPOSED
ADMINISTRATIVE
BOROUGH
Mav Ie\Ol ?ales and use
faxes VOLEra grova IS

required to ,IeV)P ales
ta%<es o to increase the
rate of levy, .
Exoressl\\/,/y prohibited

from levying any tax other
than a sales or use tax.

Mav be exercised only
upon voter approval

Mav be exercised onlv
upon voter approval

HOME-RULE BOROUGH

(UNIFIED AND NON- .

UNIFIED)

Mav lew sales and Hse taxes
In accordance with charter.

Because it has authority to

eXercise powers not sBecmcaIIy

rohibited by law and because

tate law does not generall

rohibit a municipal severance
ax or gther municipal excise
taxes, itis assumed to ha e
the power to lew such taxes,
unless prohibited by charter
Determined bv charter or
ordinance

Determined bv charter or
ordinance

FIRST-CLASS BOROUGH

Mav lew sales and use
taxes Voter approval is
required to lew sales taxes or
to increase the rate of levy

Because it has authority to
EXErcISe Powers, not
specifically prohibited by law
and oecause State law tloes
not generally prohibit a
municipal Séverance tax or
other municipal excise taxes,
itis assumed to have the

ower to lew such taxes

ay be exercised on an
areawide. nonareawide or
service area bhasis by
ordinance

Mav he exercised on
areawide. nonareawide or
service area hasis bv
ordinance

®

SECOND-CLASS"
BOROUGH
Mav lew sales and use,
taxes Voter approval is
required to levy sales taxes or
to increase the rate of levy

Because it has authority to
exercise Powers_ not
specifically prohibited by law
and because State law does
not yenerally prohibit a
municipal severance tax or
other municipal excise taxes,
it1s assumed to have the

ower to levy such taxes

ay be exercised on an
areawide or nonareawide
basis bv ordinance

Approval from voters or

rogert owners required
Or SErVice area POwers.
Mav be exercised on an
areaw:de basis bv
ordinance.

Voter approval required for
EXercise on a nonareawide
Or Service area basis



PROPOSED HOME-RULE BOROUGH

ADMINISTRATIVE AUNIFIED _AND NON- SECOND-CLASS
~ POWER BOROUGH ~ UNIFIED) FIRST-CLASS BOROUGH BOROUGH
Economic Development Mav provide the service  Determined bv charter or Mav oe exercised areawide ~ May be exerused areaW|de
bv ordinance, butonly  ordinance. uuon approval of areawide ugon agprova of areaW| e
for that portion of the voters or by transfer of ters or by transfer of
borouah Jvina outside powers from all cities. powers rom all cities
of cities that were ,
prowdma the service May be exorcised by May be exercised by
on the dav before the ordinance. on a ordinanca ona
borouuh was formed nonareawide or service nonareawide basis
area basis.
May be exercised on a
service area basis with
_ , _ , voter approval.
Regulate Fireworks, Provide ~ Mav be exercised onlv  Determined bv charter or May be exercised areawide  May be exerused—a_areaw
Solid & Septic Waste upon voter approval ordinance. upon approval of areawide ugon ap rova of areaW|de
Disposal, Housing voters or by transfer of ters o y transfer of
Rehabilitation. Roads, & powers from all cities powers rom all cities
Trails, EMS Communications.
Regulate Motor Vehicles and Mav be exercised by May be exercised by
Development Projects ordinance on a ordinanceona
nonareawide or service nonareawide basis
area hasis.
May be exercised on a
service area hasis with
_ _ , voter approval.
Hazarauus Substance Mav be exermsed bv Determined bv charter or May be exercised areawide  May be exercised areawide
Control ordinance, but ong/ ona ordinance upon approval of areawide  upon approval of areaW|de
nonareawide basi voters or by transfer of Voters: orr?%/trans er of
powers from all cities. powers front all cities
May be exercised by May be exercised by
ordinanceona " ordinance ona |
nonareawide or service nonareawide basis
area basis

May be exercised on a
service area hasis with
voter approval.



(] (]
PROPOSED , *HOME-RULE BOROUGH b

ADMINISTRATIVE (UNIFIED AND NON- SECOND-CLASS *
POWER BOROUGH UNIFIEO) . FIRST-CLASS BOROUGH1 BOROUGH
E rﬁ)w mon ISsue In accordance with AS .~ Governed generally by charter  In accordance with AS 2947 Inaccordance with AS 29 47
onds an ot er ebt 2947 Voter approval is Voter approval Is reauired  Voter approval is reauired
_ required for honds. | for bonds. forbonds.
Other Powers Not Prohibited ~ Mav be exercised Determined bv charter or Mav be exercrsed areawrde Mav be exercised areawide
by Law areawide upon (1) ordinance. gon aglprova of areawr e upon (1) approval 0
apProvaI of areawide ters Qr bv transfer of arerwide voters or ‘(23
VOters or (2) transfer of powers from all cities transfer of powers from a
powers from all citir * cities and approval of
and approval of Mav be exercised bv nonareawide voters
nonareawide voters ordinance on a
, nonareawide or service May be exercised
May be exercised area basis nonareawide upon approval
nonareawige upon of nonareawide voters.
approval of
nonareawide voters May he exercised on a
service area hasis with

Mav be exercised or. a voter approval

service area hasis with

approval of voters in

service area
Assembly compositionand ~ Flexible, determrned Flexible, determined according ~ Flexible, determined Flexible, determined
apportionment %8c§)6d(r)n . 2/3820 0 10 AS 2920 060-29 20 120 accordrnz%to AS 29 20 060 - accordr% to AS 29 20 060 -

Election and Term of Mayor  Elected at IarP eforad  Established by charter or Elected at large for a 3- Year Elected at large for a 3- Year
year term, unfess a ordinance term, unless & different term term, unless 4 different term
drfferent term not o not 10 exceed 4 years is not to exceed 4 years Is
exceed 4 years Is provided by ordinance, provided  ordinance
Rﬂovrded by ordrnance _

Vote by Mayor ayvote to break atie  Established by charter or May vote to break a tie only if  May vote to break a tie only if
ony ifthe borough hasa ~ ordinance. the borough has a manager  {he borough has a manager
manager fotrm 0 form of government form of government

overnmen

Veto Power of the Mayor enerally has veto Generally determined by Generally has veto r%ower Generally has veto power,
power, exceptveto not  charter, éxcept veto not except Veto not ermitted'of  except veto not permitted of
permitted of ordinance  permitted of ordinance ordrnance pronibiting ordinance pronibiting
plrohir]brltrng possession t' gré)ohtrk())rtrng possession of possession of alcohol possession of alcohdl.
alcoho

i



) V
, -PROPOSED HOME-RULE BOROUGH

ADMINISTRATIVE (UNIFIED AND NON- te a SECONO-CLASS
~ POWER ~ BOROUGH UNIFIED) Fimj-CLASS BOROUGH BOROUGH
Ability to Attain Home-rule ~ With approval by the Already has home-rule status ~ Voters may a ‘opt home-rule  Voters may adopt home-rule
Status Local Boundary charter charter
Commission, voters may
adopt home-rule chartef

Organized boroughs may provide services on three jurisdictional levels. These are (1) areawide (i.e., throughout the entire
borough); (2) nonareawide (i.e., in that portion of the borough lying outside of the boundaries of city governments); and (3)
service area (the size and configuration of service areas may vary; they may even include territory within the boundaries of city
governments under certain circumstances) 1

"Service area" means an are? in which borough services are provided that are not offered on an areawide or nonareawide basis, or in
which a h|é;her or different level of areaw Je or nonareawide services are provided Borough service areas are not local governments,
service aréa boards lac t legislative and executive powels.



Cordova
*Fairbanks

‘ Barrow
Craig
Dillingham

Adak
* Akhiok
Akiak
.Akutan
Alakanuk
Aleknagik
Allakaket
« Ambler

* Anaktuvuk Pass

* Anderson
Angoon
Amak
Anvik
Atka

* Atgasuk

STRUCTURES of LOCAL GOVERNMENT

« Kenai
* Ketchikan

Galena

*Homer

Hoonah

Bethel

Betties

Brevig Mission
Buckland
Chefornak
Chevak
Chigmk
Chuathbaluk
Clark's Point
Coffman Cove
Cold Bay
Deering

Delta Jcl
Diomede
Eagle

« Kodiak

Nenana

Hydaburg
Kake

* King Cove

Eek

* Egegik

Ekwok

Elim
Emmonak
False Pass
Fort Yukon
Gambell
Golovin
Goodnews Bay
Grayling
Gustavos
Holy Cross
Hooper Bay

Organized City Government

Type
Home Rule
lirsl Class
Second Class

Total

In In
Org. Unorg
Boro Boro

7 5

f 13

34 80

48 98

Total
12
20
114
146

H
*North Po
*Palmer

F
Klawock
Nome
Pelican

ome Rule Cities
lo Petersburg
* Seward

irst Class Cities
St Mary's
* Sarid Point
* Seidovia

wscond Class Cities

* HousK <« Kupreanof
Hu jl as *Kwethluk
Husiiu Larsen Bay

* Kachemak Lower Klaskag

* Kaktovik Manokotak
Kaltag Marshall
Kasaan McGrath

* Kiaria Mekoryuk

* Kivalina MI Village

* Kobuk Napakiak
Kotlik Napaskiak

* Kotzebue NewStuyahok
Koyuk * Newhalen
Koyukwk NigMmute

Valdez
Wrangell

Lkagway
* Soldolna
Tanana

Nikolai

* Nondalton

‘ Noorvik

* Nuigsut
Nulato
Nunam Iqua
Nunapitchuk

* Old Harbor

*Quzinkie

* Pilot Point
Pilot Station
Platinum

* Point Hope
Pl Alexander

City is within an organized borough.

Organized Borough Government

Home Rule Boroughs (Unified)

Home Rule Boroughs Non Unified)

Tirst Class Bo'ougm

Second Class Boroughs

Third Class Boroughs
Total

* Eight boroughs were formed under the 1963 Mandatory Borough Act (Mat-Su, Kodiak Is.,
Ketchikan Gateway, Kenai Peninsula, Fairbanks Norlh Star, Anchorage, Sitka, Juneau)

* Currently 83% of Alaskans live in mandated boroughs; 4% live in boros formed voluntarily

* Approximately 12 6% of Alaskans (1 in 8 Alaskans) live in the unorganized borough

10/19/7005
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Unalaska

* Wasilla

* Port Heiden
*

Pod I ions
Qumhagak
Ruby

Russian Mission

St George
St Michael
St Paul

Savoonga

* Saxman

Scammon Bay

* Sclawik

Shageluk
Shnkloolik

in ALASKA

Shishmaref
Shurignak
Stebbms
Teller
Tenakee Sprg
Thorne Bay
Togiak
Toksook Bay
Unalaklect

Upper Kalskag

*« Wairiwnghl
Wales
White Mt
Whittier

Areawide ¢ throughout

Home Rule Borough
(Unified)

Municipality of Anchorage
City & Borough of Juneau
City & Borough of Sitka

Home Rule Borough

(Non-Unified)
Denali
Haines
Lake and Peninsula
Nodh Slope
Nodhwest Arctic
Yakutat
Second Class Borough

Aleutians East
Bristol Bay
Fairbanks Nodh Star
Kenai Peninsula
Ketchikan Gateway
Kodiak Island
Matanuska-Susitna

1st Class Boro * none

3rd Class Boro - none

Definitions

mentire borough

Nonareawide - throughout t' c-entire borough

exclusive of the area lymq within 'be corporate

limits of city government
Service Area an area in which the borough

provides higher or different levels of service than

it provides on an areawide or non-at <awide basis

* Denali, Lake and Peninsula, Northwest Arctic and Aleutians East Boroughs have no

property tax

* Alaska is the only state in the union that has u orqamzed reoions within its boundaries.

* The size of the unorganized borough is greater than France and Germany combined

Page B

Prepared by Gary Wilken's Office



Type

Home Rule City

(Organized Bom)

Home Rule Cit
(Unorganized Bomf

First Class City

(Organized Boro)

First Class Citj/

(Unorganized Boro,

Second Class City

(Organized Boro)

Second Class City

(Unorganized Boro)

Home Rule Borough
Unifiod)

Home Rule Borough
Non-Unified)

First Class Borough
Non-Unfie)

Second Class Borough

Non-Unifie)

Third Class Borough

(Non-Unifiod)

Administrative Borough

(Senate Bill 48

STRUCTURES of LOCAL GOVERNMENT

No.

1—
7

13
34

80

~

o

o

Requirement

400 or more
residents

400 or more
residents

400 or more
residents

400 or more
residents

25 or more voters
25 or more voters

Area & population
with same interests

Area 8 population
with same interests

Area & population

. with same interests

Area & population
with same interests

Area 8 population
with same interests

Area 8 population

Powers by

Charter
Charter
State Statutes
State Statutes
State Statutes

State Statutes
Charter

Charter
State Statutes

State Statutes

State Statutes

State Statutes

Jurisdiction-wide

Educ

NO
MUST
NO
MUST
NO

NO
MUST

MUST
MUST

MUST

MUST

NO

wilh same interests

'Pla  neans planning, platting and land use regulation.
2Tax .ueans the assessment and collection of property, sales, and use taxes.

'This power requires delegation from the borough.

|[4Third-class borough: Authorized in 1968, but prohibited In 1985 - As 29.05.031 (b).

Ac - Animal Conirol

Fr - Fire/Paid or Volunteer

He « Health Clinic

Hp * Hospital

2 U6

Lb - Library
Pk - Parks/Recreation
Pz - Planning/Zoning
PI- Police/VPSO

Example of Other Powers -

in ALASKA

Optional Powers

May exercise all legislative powers not prohibited by law or charter
(Art.X, Sec 11, AK. Constitution)

May exercise all legislative powers not prohibited by law or charter.
(Art X. Sec 11, AK Constitution)

May exercise a power not otherwise prohibited by law
(AS 29.35 250)

May exercise a power not otherwise prohibited by law
(AS 29.35 260)

May exercise a power not otherwise prohibited by law

(AS 29.35.250)

May exercise a power not otherwise prohibited by law
(AS 29.35 260)

May exorcise all legislative powers not prohibited by law or charter

(Art X. Sec 11, AK Constitution)

May exercise all legislative powers not prohibited by law or charter.

(Art X, Sec 11. AK Constitution)

May exercise oy ordinance (not voter approval) on a non-areawide

basis any power not otherwise prohibited by law. (AS 29.35.200)

May exercise by voter approval on a non-areawide basis any power

not otherwise prohibited by law. (AS 29.35.200)

May exercise any power not prohibited by law by service areas
MUST Although state statutes refer to a third-class borough, no such

borough exists and none can be formed under existing law. *

May exercise a power not otherwise prohibited by law. Most

Planl Tax'
MAY1 MAY
MUST MAY
MAYS5 MAY
MUST MAY
MAY* MAY
MAY MAY
MUST MUST4
MUST MUSTS5
MUST MUSTS
MUST MUSTS5
NO
MUST6 may’

additional powers require voter approval

4Borough must assess/collect taxes IF levied thru local choice.

Examples

S8W; Fr. PI; Rc. Ut.
Lb: P8H; Rd; Pk

S8W; Fr; PI; Rc; Ut;
Lb; P8H. Rd; Pk
S8W; Fr. PI; Rc; Lb;
P8H; Rd; He
S8W; Fr; PI; Rc; Lb;
P8H; Rd, He
S8W; Fr, PS; Rc;
Lb; Hc;Ws; Pk
S8W; Fr; PS; Rc;
Lb; Hc;Ws; Pk
S8W; Fr; PI; Rc; UL
Lb; P8H; Rd; Pk;
Pz, Ac
S8W, Fr. PI, Rc; Lb;
P8H, He, Ws

No Flirsl Class
Boroughs Exist

S&W Fr. pi; Re, Ib:

Rd, Pk; Pz. Ac; Hp

Fr Rc, | b, Rd; Pz;
Hr; P8H

Ac, Dc, EMS. Rd.
S8wW

6Excludes cities that were providing the services on the day before new borough.

'May levy only sales anrl use taxes; expressly prohibited from levying any other tax

P8H - Ports & Harbors

Rc - Refuse Collection/Landfill
Rd Road Maintenance

S&W - Sewer/Water

Code Explanation

Page A

Ul - Utilities
Ws - Washeterias
DC - Licensed Day Care

EMS - EMS Communications

Prepared by Gary Wilken’s office
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December 2005

Dear Alaskans:

It seems mat loo often, whether through over regulation or bureaucratic
inefficiency, government hinders rather than helps construction of sound economic

development or public works projects.

Il am proud to present the Alaska Municipal Bond Hank Authority as a great
example of government getting it right. The job ot the authority is to help
municipalities This "-port shows that in fiscal year 2005 the authority issued $123.0
million in bonds and p.ovided direct savings of SIfi.7 million to Alaska municipalities

Local governments sell their bonds to the authority to achieve lower costs and
take dvantage of the Bond Bank s high credit ratings Because bonds issued by the
authority are hacked by the moral obligation of the stau , they have higher credit
ratings than bonds issued bv most Alaska munii ipalitics.

In fiscal ear 2005. bonds sold bv the authority financed school construction in
Kodiak. Petersburg. Sitka, and Ketchikan, harbor improvements in Adak, a hospital in
Juneau; street improvements in North Pole; and a new ice rink in Palmer. It also
financed roof repairs for Anchorages Performing Arts Center and refinanced
outstanding bonds for savings to Haines. Palmei. Ketc hikan, Fairbanks. Cordova.

Sitka. Unalaska, and the Northwest Arctic Borough

My administration has made a concerted effort lo maintain the stale s credit
lutings 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 lo stable
credit ratings. In the case of the Bond Bank, this ha; resulted in a credit upgrade to
Al from Moody s Investors Service in fiscal year 20U5. It is gratifying t see these
efforts converted to real and measurable savings for Alaskans throughout their

municipal governments.

Ourjob is not finished. Economic and resource development through improved
infrastructure anti 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 bountv of the Last Frontier.

Frank H. Murkowski
Governor



IfIIfR fBOM THE CHARPERSON

if* il AL Kills:

| lie year 2(H> marked the w,»h year ul existence lor the M.iska Municipal Bond llank \uthonty
(lksml Hank). Since its inception in \ugust of |M75,the Honil Hank Inis hriped Alaskan communi-
ties secure overSHIHI million dollars in financing for public works projects that have improved the
standards of health, safety and education for our citizens. The municipalities using the services
of the Hond Hank have realized significant savings, reducing the burden on taxpayers throughout

the state.
I'he Hond Hank was created to assistAlaskan communities issue bonds. Some communities simplv

lack familiarity with the financial markets, others seek lo reduce the cost of issuing bonds, and
some municipalities find they can get better terms on bonds issued bv the Hond Hank

I'he Hond Hank realizes savings for communities in a number of ways, We pool bonds, selling
much larger issues than any one community would, thereby creating economies of scale, because
of our lev Iof activity, we contract for professional services at a lower cost than com | less active
bond issuers. 1he bond Hank also has a better credit rating than isavailable to most communities,

resulting m lower interest rates.

I'he bond Hank provides services to urban and rural communities m every region ol the State as
demonstrated by a review of the financial information that follows,

beginning in ') .the Hond Hank has reunited tothe State of \laska annual investment earnings
in excess of operating needs. \t S V>0 million, those remittances now exceed, by over SH,' mil
lion, the SIN.6 million appropriated by the State of \laska to the Hond Hank between the years

I'C7>and I'W>,

fiscal ycar 20(1' saw 1continuation of the trend ol increased use ofthe Hond Hank, Si\ series of
bonds wen issued tor SI1Ji million for fourteen Ala wan communities. Bond Hank participation
m these transactions 15estimated to have saved over S10.7 million.

I'he bond Hank is indeed an idea that works an example of the benefits that can he realized
through good government.

Inaccordance with \lisk. Statute 44.Nv MM), we respectfully submit the attached vear 200" report
of the activities and financial condition of the Bond Hank.

We hope you share with us out pride m the Hond Hank's acioniplisimicnts this outstanding
vear.

Jno VAWV kTR



|HE BOND BANK A=~ fix- I

IHf ALASKAMNCPAL BOD B AUHCRy

The Bond Bank is a public corporation that aids
Vlaskan ennnnunities by issuing bonds, and using the
proceeds to purchase the municipalities’ general obli-
gation and revenue b nils. It commenced operations
in August IT f.

The Bond Bank has a legal existence independent of
and separate from the State of Maska. Bonds issued
A "" ' are payable only from Bond Bank
funds. The State has pledged its moral obligation to
the maintenance of adebt sen ice reserve forall ofthe
Bond Bank’s bonds. (For more information please see
Notes to Financial Statements.)

Fhe powers of the Bond Bank are vested in its Board
of Directors. The membership ofthe Board consists ol
live directors representing both the public and private
sect ' The three private sector board members arc

W AMA N ME NI TENE HUM) Tw

appointed by the (inventorand serve four-year tenns.
They are joined on the Board by thcCommissionerol
Revenue and the Commissioner ol (aimmerce, Com-
munity I\ Feonotnie Development (or their assigned
representatives).

The Board of Directors operates in accordance with
the Bond Bank Act (AS 44.X5), its published regula-
tions 115AACI44) and its by-laws. The hoard's main
responsibility is to approve bond issues.

| In- Bond Bank may not issue revenue bonds in excess

of S*s million tany fiscal year unless the \laska Leg-
islature approves agreater amount. The Bond Bank is
further restricted to a limit of S500 million of bonds
or notes outstanding. Vsofdune *0. 2()()s, obligations
totaled S4W.4 million, allow ing for additional bond
issuances of approximately SX).(> million.

M [tftfkin



AN ICEA HN WIRS

The Bond Bank pays its own way. T he Bond Bank's
resent- accounts serve to Both guarantee the Bonds
and provide investment income. All of the Bond
Bank’s costs are paid from these investment earnings.
The statutory earnings from its investment accounts
exceeded expenses By S402,42" during the fiscal year
ending June 30, 2005. Such excess funds are payahle
to the State of Alaska. The Bond Bank is transferring
$250,000 0fnon statutory investment earnings to the
State of Alaska in fiscal year 2006. Since 1077 the Bond
Bank has returned excess earnings to the State fora cu-
mulative total 0f$26.9 million, exceeding By over $8.3
million the States original investmentofSI8.6 million
(appropriated in the years 1076 through 1086).

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

Maskan communities taking advantage of the Bond
Bank's services realize considerable savings. These

communities mat have low Bond ratings or. although
credit worthy, have not issued Bonds or notes, or have
little outstanding debt, and lack investor familiarity.

Some larger communities, capable ofissuing theirown
Bonds, find that the Bond Bank's services result in less
expense, especially for small Bond issues.

In addition to the annual dividends received from the
Bond Bank, it costs the State of Alaska less money to
reimburse communities for such capital projects as
schools luii't with funds provided By Bond Bank issues.
Since Bonding expenses for Aiaskan communities are
l--sthan they would Be othervvise, the interest expense
is less for the State.

| he Bond Bank operates efficiently. Department of
Revenue staff serve as executive director and provide
accounting support. \\'here economies ofscale dictate,
the Bond Bank hires outside professional staff.

GMIANE AFRIRAIONS CMVRD 10 CMIANNE BXES EARNNG RFALREDD $,U

Retumed to State - $26,894,971

Appropriations - 518,601,413



THE BOND BANK A*- 1&*e ~Norly

HLANG AAKAN COMMINIIES

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

If it Becomes clear that debt financing through the
Bond Bank is neither possible nor appropriate, tor am
particular municipality, the Bond B. nk will continue

(itv ol hiikfo' if I $730
(itv ul Reiliel I  S7Iti
(iiv ul Hounah | $]1 000
(ilv ul \Wtlh I'nlr 1 si lit)
(Ivo VIIK T >LMHI
Cits ul (r.mj I si Mm
Itiii wmislr.nni li'u\ Authority | S1."OS
(itv ni Haines mm si Qsu
(iN\ Bmuugh ul Yakutn = SJ 300
(VOEKlull M siJill
(v ol (ordi)V.i M si lid
Htislol Rav f.)ioiiijh H | STOOD
(ivi> Paliti.. H  svjp,
(ilvul ilotia IH H I $71
lalve 8 I\ isillii Brirourjh |
(INii ko ik |
(il ut Iturner |
filv ul Wiangell
lilv ol Noitic |
<ilv ol Petersburg [
(ilvul 1 NuLISKj |
(I I Wjsillil |
Sliinii ii".illlv ul Sin horjge
I iiili.inks North St.ii Roruugh |
Citv ul Vildez |
Matanuska-Susitna Borough |
(ilv ol Seward |
Kelrhlkiin Cialeway Borough |
Ivok Kklltl<! borough |
Meutlans | asl Borough |
( ii\ 8 Borough ul Silk,i |
Kenai Peninsula Buruugh |
(itv ul Kelfhikan |
Northwest An Ik Borough |
(itv & Borough ot Juneau |

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

In most instances the Bond Bank is able to relieve mu-
nicipalities from paying certain costs ofissuing bonds,
such as official statement printing, trustee and paving
agent fees. For this reason, even large communities
witn atrack record ofissuing honds occasional!) seek
the services provided In the Bond Bank.

0% 3% oS,
AlBNDRODSOSIRRUIN A
B ARARRBWES

BOND AROECS DISTRBUTION
ByCOMUNliy
(IN THO| SANDS)

DOtS NOT INCII OF
REH VDINGS OR RFSFRVCS

Sifl 10
I S3(i.62s

§SJ.300
60404
HI $pA171
$7040)
$76,870

\E\sis\ MINK [PAT 1Nil i, ANK \i IHIKK Ih



0SNG BIND

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

Kaeh individual issue o fthe Bond Bank is reviewed by
Moody's Investors Service and Standard and Poor's
Corporation. Because the Bond Bank has received
"V ratings, considered “investment grade," from two
major national Ix>nd rating agencies, it is able to Imii-
row money at lower interest rates than most \laskan

municipalities.

In addition, when it is economical and cost effective
io do so. the Bond Bank obtains bond insurance, and
therein secures "VVV ratings.

| lie Bond Bank strengthens its portfolio In including
\laskan communities wnlelv distributed geographi-
cally, with different economic bases, and limiting
the loial percentage ol bonds committed lo am one

municipality.

CURRNI ANANCINGS FY 2006 BB ISSD

S14.575.000 Siffi'iilOn
GENERAL OBLIGATION BONDS 2004 SERIES C
City o Palmer - Ice Rink

City of Petersburg - Elementary. Middle ind High
School Renovations

Competitive Sale - CltyCroup Global Markets

20 year; hue Interest Cost 4 .173% 313925.0011

GF.NIRAI OBLIGATION BONDS 2004 SIRIES I)

Kodiak Island Borough - High School and New Pool
City of Adak - Small Boat Harbor

Standard A Poor's AM; Moody's Aaa XL Capital Insured
Competitive Sale - Wells Fargo Brokerage

20 year: True Interest Cost 4.176%

S528.845.000

REVENUF BONDS 2004 SERIES A

City A Borough of Juneau ¢ Hospital

Standard & Poors AM Fitch AM MBIA Issued
Negotiated sale - RBL Darn Kauscher

30 year; True Interest Cost 4.962%

Issued amounts are Inclusive of Reserve obligations

JIM \N\M \I HIP(v1

RTVLNUE BONDS 2004 SLRILN B

Municipality ol Anchotage - Pertonning Arts Center
Slaitdatd A Poor AAA Filch AM MBIA Insured
Competitive Sale - Wachovia Securities

Standard A Poor's AM; Moodys A.ia: FSA Insurance 30 year True Interest Cost 4.732%

The Bond Bank often pools municipal g.ncral obliga-
tion iHind issues into asingle issue. Following the sale
of the issue, the Bond Bank purchases the individual
issues from each o immunity.

I'WIGING WAL DOLARS

An important reason lor the Bond Bank's favonthlc
lwind rating and lower Inirrowing costs is that 11 secures
its bonds with reserve funds supported by the "moral
obligation" ol the State of Maska,

I lie reserve funds are available to cure defaults, should
tlicv occur For (Jeneral Obligation Bonds, two-thirds
ol the reserve is funded from [Hind bank assets and one-
third is funded from the proceeds ol new hond issues.

| he reserve fund is normally used to leverage debt at
better than an eleven to one ratio. Forevery SI million
ficcd m the reserve fund, more than S 11million ol
outside capital is at acted to the state.

SJJnviofto

Arctic Borough - Refunding

S. (.+500(1

School Improvements

School

GENERAL OBLIGATION BONDS 2005 SERIES A
City of Ketchikan. City ol Fairbanks, Cite of Cordova,
City ol linalaska, City and Borough ol Sitka. Northwest

Standard A Poor's AM ; Moody's Aaa; FGIC Insured
18 years True Interest Cost 4.2035%

CENTRAL OBLIGATION BONDS 2005 SERIES B
City of North Pole - Street Improvements
City and Borough ol Sitka - Elementary. Middle A High

Ketchikan Gateway Borough - Elementary and Middle

Haines Borough and City ol Palmer - Refunding
Standard and Poor's AAA- Moody's Aaa; MBIA
20 years: True Interest Costs 3.9385%
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L CBIGMVON BINS

Municipal general obligation bonds. the Bond Bank's
mainstream program, are usually issued to finance
facilities that do not generate revenue, such as schools.
ro-iJj, public safety and municipal buildings. Such
bonds must be approved by the municipal voters.

Bonds issued by Ilie Bond Bank to purchase municipal
general obligation bonds are secured by:

« | till faith anticredit ofeach respective community
with no taxing limitation for the general bonded
debt issued to the Bond Bank.

|'he Bond Bank's general obligation debt service
reserve hind. 1his reserve is generally funded in
an amount etpial to maximum annual debt service
on all the Bond Bank general obligation bonds

e \ll Bond Bank assets shall be used to restore the
debt service reserve to an amount that etpials the
maximum annual debt service on the Bond Bank
bonds.

 |he statutory right ol the Bond Bank, in the event
ofdefault, to demand and receive am funds held In
a state agency which are payable to the defaulting
mu' icipality.

» The moral obligation ol the State ol \laska to
maintain the debt sen ice reservesat their required
levels.
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Revenue Bunisare used to finance revenue-producing
capital improvements such as utility or port facilities.
Because they are not secured by a municipality's taxing
power, such bonds do not normally require municipal
voter approval.

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

e \ pledge ol the revenues from the facility being
financed.

e |lie municipalities’ reserve hind under their bond
resolutions. I be reserve fund generally is funded in
an amount equal to maximum annual debt service
on the municipalities' bonds.

 |be Bond Bank reserve fund under the bond reso-
luiion for ihat issue. Ilie reserve fund generally is
funded in anamount equal to maximum annual debt
service on the Bond Bank bonds.

| he statutorv right of the Bond Bank, (1 the event
of a default, to demand and receive from a state
agencv am funds held by that state agency which
are payable to the defaulting municipality.

e | he moral obligation of the State ol \laska to
maintain the debt service reserves at their required
levels.
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SUMVARY Of DEBT JRVICE

SCHUE OF TOAL uEBl SERVCE 8T ALASSITICATLON »I JUNE 30,2005

19/6 KNfRAI BCND RtSOIUHON f."Nd

1995 Series A
1995 Series C
1995 Scries D

1885 Sies B

1997 Series A
1997 Series B
1998 Series A
1998 Series B
1999 Series A
2000 Series A
2000 Series B
2000 Series C
2000 Series U
2000 Series E
2000 Series F
2001 Series A
2001 Series B
2002 Scues A
2002 Series B
2003 Series A
2003 Series d
2003 Series C
2003 Series D
2003 Series E
2003 Series r
2003 Series G
2004 Series A
2004 Series B
2004 Series C
2004 Series D
2005 Series A
2005 Series B

Q0L | INIPtv IMPACI PROGRAM PVINUI BOM

Coastal Energy Reserve Loan Fund

1995A Revenue
1997 \ Revenue
1U98A Revenue
i 99813 Revenue
1999A Revenue
2000A Revenue
2000B Revenue
2001A Revenue
2001B Revenue
2002A Revenue
2003A Revenue
2003B Revenue
2003( Revenue
2004A Revenue
200413 Revenue

HSCALYEAR
2006

2007
2008
2009

<11-2015
2016-2020
2021-2025
2026 and after

Bond
Bond
Bond
Bond
Bond
Bond
Bond
Bond
Bond
Bond
Bond
Bond
Boird
Bond
Bond

Resolution
Resolution
Resolution
Resolution
Resolution
Resolution
Rcsolulion
Resolution
Resolution
Resolution
Resolution
Resolution
Resolulio.i
Resolution
Resolution

PRINCIPAL

s 2330000

1.090,000
90.000
610000
895000
365.000
1.435.000
6 ¢90,000
1.830,000
10045,000
2830.000
2.960.000
6.360,000
1580.000
11050000
810.000
14270000
3480.000
12470,000
11.055,000
8.745000
2035.000
6,800.000
13965000
31 125,000
1.690,000
22,825.000
19.190000
16690.000
14,575000
1392*000
32.65i.000
27.625.000

303 920,000

PRINCIPA!

11,005,878
2,265000
13.935000
6170.000
1105.000
1660,000
4451)00
2725,000
1,550,000
2285.000
5 380.000
2935000
19000.000
820.000
28845,000
5 365,000

409.410.878

PRINCIPAI

31,885,000
25.240000
22.530.000
21.785.000
21.905.000
106440.000
93,730878
59.645.000
26250.000

S 409.410,878

INTEREST

134,750
32700
2.644
27.450
61.931
29.390
103.320
2.289.201
225.268
3803.634
406.175
623775
1.233.868
851,326
2,756,937
213060
6.657.000
1.583.934
2.433975
5.053,623
4.020.297
79.200
1.051538
6913223
24.888.937
122.087
12069287
592n.097
6.234.ci7"
7,140,192
6649.633
16177.276
1. 33.697

132.430.300

INTIRLST

75929 3
5.756,352
1196700

113222

809324

24,030
1.386 249

566 344

885.611
1193.975

92.337
9982,156
5A175
27,554.705
4714045

187.519.818

INTEREST

17.960.479
16.598.854
15.696,521
14826.328
13947.354
55656,371
33.431.444
13.399.601

6002,866

187.519818

TOTAL

2464.750
1.122.700
92.644
637.450
956931
414,390
1.538.320
8789201
2.055,268
13.848.614
3236,175
3.583.775

31306

13,806.937
1.023.060
20.927.000
5.063934
14903975
16108623

AER
2p7623
5 :gﬁi%?

34 894,287
25110097
22 924,875
21,715,192
20.574.633
48.832.276
40.238.697

436.350.300

TOTAL

11.005.87b
3024 293
19691 352
Ao22

2,469 326
S5
144
3,170.611
6.573.975
3.027.337
28.982,156
875.175

56,399.705
10,079.045

,96930.696

foTAl

49845479
41.838.854
38.226.521
36611328
.35,857354
162.096,371
TOMEE
32.252866
596930.696
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ORCITS QNG HIBVOD [ MO MREER
Of TRERAIC Cothm \ke Qe
MVBRS ARONTED lAMerpuor Ly 5 2007 lemeqret Ly 5 2009
W'[[—E(DBQ\[R HE Mr. Mayo was appointed i>n Sep-  Mr. Pfeffer was appointed (Jctolier
QOMSSONR G BALE tember I\ IWO and reappointed 10,2001 Mr. Pfeffer is aregistered
on Jtl\ 20, 200V Mr. Mayo is architectwho hasowned and led an
MHWMG the (ihief Financial (Mticcr of the —architectural practice in Alaska for
(OWVUVIyA\DKD\D\/C Matanuska ‘telephone Vssociation. over 20 years. | le is active in the
BACABRNT Prior to his current employment, development, design and manage-
Mr. Mavo has ».ived as ( luel 1i- ment of commercial real estate
THE MRS HAE nancial (Ifficcr Iirthe Mat. nuska- ~ projects, many of which include
TRAOMOALY AAFONTED Susitna Borough and more recently ~ public/private partnerships. Ilc h a
HEAB DIRE N Municipal Light and Power, an  partnerin the linns Koonee Ptefter
RAE enterprise ol tiv Municipality of  Bettis. Inc and Venture Dcvelo(
THR \nchoragc. lie has also served in  ment Group. [.I.C. Mr Pteller

the capacity of Corporate Con- received aBachelorot Vrchitectur-
troller for \lyeska Pipeline Service Degree from the University ol
Company Mr. Mayo graduated Nebraska in 10SO.

from the University ot \laska and

has attended graduate classes at

\laska Pacific University. Mr.

\lavaisen cilas (iiivemor Kmivwv Ics’

appointee to the \laska State Pen-

sion Investment Board and served

on (inventor Murkovvskis Mat-Su

Finance Policy Transition 'leant.

Mr. Mavo has also served on the

hoards of Northwest Public Power

\ssociatton. Matanuska l.lectric

Vssociation, Alaska Rural Mcc-

trie Cooperative Association, the

United May of.Matanuska-Susitna

Borough and | lahitat fori lumanity

Mat-Su.

-\ ASKA M1 \I(C I'M 1.tIM) 1:\vK M IO K'ID
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Mr. Boutin is the first delegate lor
William A. (iorints, Commissioner
ol the Department ol Revenue.
Mr. Boutin spent his first 22 years
in New [lampshirc, logging ami
working lot dairies. I le then moved
to Alaska, wotking as L logging en-
gineer for Ketchikan Pulp Co. and
as L timber filler, rigging slinger
and equipment operatoi lor various
logging and road Building firms,
lie bought and sold logs, lumber,
veneer and plywood tor North
Bar lie .umber Company, and was
chief financial Officer and then
President and (lhief financial ()
licer for Klukwan, Inc. an \\( IS\
corporation involved in forest
products and money management.
|'(* government service experience
consists o] State Debt Manager
lot the Alaska Department of Rev-
enue. Alaska State forester, and
currently, Depun Commissioner
lor the Alaska Dc| inment t»fRev-
enue. Mr. Boutin has a Bachelor
o* Science from the L'niversity ol
New [lampshirc. and an MBA in
finance liom the L'niversitv ol
Oregon. I'le haslived inJuneau tor
the past 20 years.

anend /5205

Mr. Large wasappointed on May 2,
2(105. Mr. I.arge isamemberofthe
Alaska Barand has practiced law In
Alaska and nationw ide for 10years,
Ibs practice focuses primarily 01
complexcommercial litigation, with
emphases on national resource > oil
N gasand corporate disputes Alter
graduating from law schoolin IW5,
Mr, Large served asalaw clerk for
one year to the Hon. Andrew J.
kleinldd, I S (iourt of Appeals
for the 'fib Circuit, before joining
the predecessor to his current firm,
llosie Ale Arthur LLP. Air. Large
has a Bachelor of Science degree
Irom the Massachusetts Institute
ol 'technology and a Law Degree
Irom Ilarvard Law School.

2<ii*. AW I M KIT'UK'I

“p&um

Mr. Winegar is the first delegate
for William Noll, Commissioner
of the Department ol Communin
and Kconomic Development. Mr.
W inegar wasappointcd Director ol
the Division of Investments on Mat
22,2000. This Division administers
various direct lending programs
for the State and services loans fur
other State agencies, represent
mg approximate!) 3500 accounts
totaling $250 million. Prior to his
appointment as Acting Director,
Mr. \Vinegar served as the Division
of Investment’s Lending Branch
Manager for 21 years. Mr. Will-
egal' received Ins Bachelors degree
from the f'vergrecn State College
m ITi. In I>74 he accepted a
position with the predecessor to
the 1Jep.irtment ol (aimmunity and
f.eoiioinie Develop! tentasaClerk
lyptst 11l and was promoted several
times over the next lice tears, in
addition to his work as Lending
Branch Manager, he also served as
al.0an <)lficcr for the Department
for five years where his responsi-
bilities included credit analysis and
rc immetulations for commercial,
multi-family, residential and con-
sumer loan requests.
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TI"t

PROESSOALS INDLLONG BOD
ONE fINNOAL ADIR
ACCONANTS ADTERS fUND
IRSTES BOND TREIES AD
IRA SRR

M AMv\ MI M| WAl HOAD HANK M 11O R1h

(BANMICGHL

Executive Dueciol. appointed Apil 1 1956

Mr. Mitchell also serves asthe State
Deht Manager and Investment
officer in Department of Rcvenuc-
Ircasury. Mr. Mitchell has worked
hrthe Slate iif Alaska [department «4
Revenue since I'W2. lie previously
held several positions in Maskan
financial institutions. Mr Mitchell
holds a Bachelor o f Science in ihtsi-
ness Administration Irom Northern
\ri/ona I 'niversitv.

VESTERN fINNOAL GROLP it
Provides loan analysis sen ices,
including recommendations as to
the adequacy of loan applications,
credit worthiness, protected capa-
bility to repay, and the oycrall elteel
a proposed loan svill li.uc on the
credit of the Hond Hank. Assi ts in
preparation oftheolfici.il statements,
recommends type and timing ol hond
sales, negotiates with undent liters
and assists yrith investment ol vari-
ous funds. \Isn cotmlinates financial
revicyys yyith hontl rating houses
and prepares other general linancial
iy icyys and analyses recpiired hy the
Hond Hank.

BOND CONHL
WCHTCRH JOH\SON BRECH CARLEDEE &

Prepares lor the authorization, sale,
issuance and delivery of Bond Hank
hontls. Prepares series resolutions,
notices ol sale; assists in preparation
ofofficial statements; renders neces-
sary opinions as rciuircd: and pro-
yides iither general legal scry ices.

Dopt/F litacuin. oppomled Augud 9 2006

Ms. lavlor is the State Comptroller
for the M.isk.i Department of Rev-
enue.Treasury Division. Ms. laylor
started her career asan auditor with
the Legislative Audit Division: she
lias helgvarious positionsot increas-
ing responsibility in Alaska state
government. Theseincluded Senior
fiscal \nalyst for the Legislative
finance Division, Budget Analyst
lor the Office ol Management and
Budget and positions yyith the Di
parimcnts of Revenue and Health
and Social Services. Ms. 'lavlor holds
a Bachelor ot Busmcs, Administra-
tive- Accounting degree from the
University of \laska, Anchorage.
She is a ( Certified Public Accountant
m the- State ot Mask.i. and amember
ofthe \ntertean Institute of (xTtificd
Puhlu \ecouiuants.

IRUTEE/PfIYiNG AGEN
IP MORGAN 1RUBT (QVPANK

Acts as custodian ol the hood pro
ceeils and supervises the investment
of funds lor the purposes specified
in the hond r solutions. The trustee
overseesdei . sen ice funds and main-
tenance of certain reserve accounts
recpiired in the contract with the
bondholders. As paying agent, makes
all necessary interest and principal
payments to the bondholders.

INVESTVENT MANAGR

AASAPERVANNT OITAL MANAGEVEN
COVPAY/

Supervises and controls the invest-
ment ol the etistt il funds and
the trustee hinds, .iso provides
analyses of investments, advice on
investment guidelines, and directs
the investment of all funds in ac-
cordance yyith Authority procedures
and guidelines.

QSTAL BAK
fIRS NATIONAL BANK Cf AAKA

Acts as the Authority’s hank lor pro-
cessing all fund transactions.
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m m m *s (iscussion and analysis

This Managements Discussion and Analysis (MOW ) isrequired by (IASH <4.anile established
by the Governmental Accounting Standards Hoard. This section is intended to make the finan-
cial statements more understandable to the average reader who is not familiar with traditional

accounting temiinolt>gy.

I'his financial report has two integral parts: this MD& \and the financial statements with the ac-
companying notes that follow, 'together, they present the Alaska Municipal Hond Hank Authority s
("Hord Hank") financial performance during the fiscal tearended June h). 2005. Summarized prior
fiscal year information is shown within this MD & A, as needed for comparative purposes.

RQURDANNIA JAMNIS

(IASH 54 ret|tiires two financial statements: the statement of net assets and governmental fund
hr ante sheet and the statement of activities and governmental fund revenues, expenditures and
changes in fund balances. | hese statements report financial information about the liond Hank's
activities using general!  rceptcd accounting principles.

INNIAL HGHIGTS

During fiscal year 200s the Hond Hank approved 10 municipalities' applications and purchased
$”84 million in municipal bonds. Ilie subsequent issuance of Hond Hank Honds resiilteil in ap-
proximate savings of 814N million to the borrowing communities, \dditionally, the Hond Hank
entered imo amended loan agreements on 10existing bond issues and purchased 841 million in
municipal bonds The amended bond issues resulted in approximately 81 o million in savings to
the horrov ingcommunities, lotal bond issuance for | v>00s was SI- 50million, funding SI >4
million in 20 loans to 16communities and providing total savings ol M6.7 million. This activity
level and community benefit iscomparable to IA 2004 when the Hond Hank issued S100.5 million
to fund fourteen i immunities' protects and provided savings of S4.8 million to the horrowing

communities.

The financial position of the Hond Hank remains strong. \ll reserves are fully funded anti invested
fiscal year 2005 investment earnings funded fiscal year 2005 operations and will provide for a
$402.42" transfer to the state’s general fund in fiscal year 2006. T his transfer will be in addition
to the $250,000 transfer provided in the state’s fiscal year 2006 operating budget. The Hond Hank
holds unrestricted reserves adequate lo make up shortfalls in years that investment earnings are

not sufficient to fund operations.

STAIMN G ND ASTS

I"he statement of net assets report assets, liabilities and net assets of the Hond Hank.

AES

Assets represent 1) the vdue of the Hond Hank's investments and investment income receivable
on the financial statement dates, recorded at lair market value, and 2) bond principal and inter-
est payments receivable from municipalities. The investments gee..rate income for the Hond
Hank to use to meet reserve requirements and pox operating costs, f xcess investment earnings
are distributed to the State ol Alaska's (Slate) general lund each vcar. Interest received on bonds
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pur ised from municipalities is uscil «i pay the Bond Bank's corresponding interest payments
on tl e liomJs that it has issued.

UAhillIH

Liabilities represent claims against the fund for |)gOOdSand services pros ided Before the linancial
statement date hut not yet paid for at that date, and 2)interest and Bond payments due topurchas-

MRIIUD ADWNRSAIGD NG AMS

Net assets are comprised ol two components. The restricted portion reflects monies maintained
in separate trust accounts where their use is limited By applicable Bond covenants lor repayment
o] Bonds. I he unrestricted portion reflects the accumulated excess of the Authority!* share of
earnings on investments held over those earnings distributed to tlu State as well as investment
income that has not Been realized and therefore is not vet subject to distribution to the States
general fund.

| lie following table shows the value of Bond Bank assets summarized as ofJune 111 Jlllls and

2014 as well as liabilities and net assets
Ay '”T%%ﬁ
b AL nt

Ddlas
ASSETS
(ash and Investment-. S ™) 1h)712) S ill 39n VM, X 2740732 74%
Bonds and hum) mli‘icsl na, iv.ins 4[HJ7473 )4) 84"43*' (>(.224 292 I'M X
luta. assets Hil 211 414 )‘>22)?iimi 28)74 s21 176%
LIABttmES
Au ntmls payable and s uic«] liahiliiie-. JUSSS' 73;26 14mi 091 I'S.11%
Bands and Bond mit, lest jsivahli 4|&J744M li_* H4X hifi27.x.)x |X6%)
(Jir to primary liOVeUifiien 400427 102427 11)01%
filial natniitii . 1221 JA710 Is2h24 " 4 ndslOOiti
NET ASSETS
ReSilr 'l JOBJH.7MI 21U04 s7'» 'Si»l* 1
i iircsiikTed 122)7414 1st. 17427 tjlbldjpl 211v
lul.'l in i assets S flU76174 -WAT?30t s thnil1)21 -1 4%

| he increase in cash and investments reflects realized and unrealized investment income.

I'he increase m Bonds and Bond interest receiv able, as well as in Bonds and Bond interest payable,
rellects the issuance ol approximate!) $121 million in new Bonds during the ycai net ol principal
payments on Bonds previouslv issued of over $s4.7 million.

Communities monies received in advance of payment elate are not applied to their debt liabilitv
until due. In 1A 2(>(x the increase was over $1.4 million lor the change in accounts payable and

accrued liabilities.
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I)tie to primary government represents the excess ofrealized investmentin nine overcurrentyear
operating expenses and reserve requirements. The increase reflects hitdu i investment earnings on
tiveil income marketable securities resulting in current year realized investment income greater
than current year operating expenses. There is excess investment income in the current year due

to primary government.

Restricted net assets represents the original appropriations made hj the State ol SIK/»01,414 to
lund the Hond Bank, as well as Hond Hank funds placed into separate accounts in accordance with
the reserve requirements ol each bond indenture. 1"here have been no new State appropriations
since 19X0. The increase in restricted net assets reflects a reclassification of*one bond reserve bind
as well as the funding ofadditional special reserves during tlv yettt Irom the Custodian account.

| nrestricted net assets represent accumulated earnings on Hond Hank investments, not used to
fund reserves, and unrealized gains that aie segregated until realized | he decrease in unrestricted
net assets is due primarily to the funding ofbond issue reserves I'lie Hond Hank's investments are

all held in I S. (invermncnt securities.

JAIMINI O AQMIIES

I'he statement ol ictn ities shows the actisitv that occurred auring €atlt ol the lasi fiscal ycar.
PavonLel

Revenues include earnings on investments and interest payments received from municipalities.
l'arnmgs on investments include interest on lived income in irketablc securities and the change
m fair market value of those investments.

fxponts

fiviv iises inci 'dc interest pay nienis made to bond holders wit spurchased the Hond Hank's hottds,
expenditures required to issue bonds during the current year and include in-house expenses, as

well as external consultant lees, | vprnses arc subtracted Iron revenues.
Change liom 2004 lo 2005

Ini hr Year Coded Inctrow (Deccrave)

lime t0. 2005 Jure 10 2004 Dajllacy Peicenl
PPTNUES
Interest iiicnrne on Mills, tcreivotili s 1>74900-1 S 1132-112 S 4414.9*2 391"V
Invi'simenl I'umii'Us 1040.533 via 226 ) 3X2 307 4399",,
LI liu Ullh 17 145 *47 11w 3(5 >*03 259 49X
EXPENSES
IlleICsl t'vj'eli e nit M 'Is [M\, I1'li 10201177 ii sj-r,t | )41 326 367\,
U|Vi.llii| cvfienses 002V i ; -+539 11S2704) -20™
I"IVliicnts In (MIfEtMAV (Jo\Vininen! | 177427 Mil 4112427 51 4\
fiil.il c-vlieif.i s 17.9.X1729 13 3 * 6Kl 4003049 33%
( Hilu(i* nenen isscls (>36 112) <17 a ;.|2) 1199210 -09.1%
V | assets In-quinini) ut [iniintl 39.012306 41 31*i)4X 11.7 35 342) -4 2%

V | nsscls iTicj ul (H ilnd 5 10076174 S 34.01HOti S 1536.132) -N"..
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Interest income and expense on Itonds receivable and payable are a function ol the total amount
of bonds outstanding, the age of the bonds and the interest rates at which they arc issued. The
increases in *oth these line items are consistent with the net increase in hond interest receivable

and payable of S8.5 million anti SK.6 million, respectively.

Investment earnings are a function of market conditions. 1he Rond Rank uses other assets to
subsidize debt service during times of low investment returns in Ixtnd reserve funds.

GORNWNA NS

The governmental binds include the General Fund, which accounts tor the primary operations
of the Bond Rank, and the Debt Service Fund, which accounts lor the resources accumulated
and payments made on the long-term debt of the Rond Rank. J'he primary difference betw een
the governmental funds and the statement of net assets is the elimination of inter-fund payables
and receivablesand bond proceeds are reported as an other financing source in the governmental
funds and this contributes to the change in fund balance. In the statement of net assets, however,
issuing debt increases long-term liabilities and does not affect the statement ofactivities. Similarly,
repayment ol debt principal is recorded as an expenditure in the governmental funds, but reduces
the liability in the statement ol net assets.

| he follow ing tables show the changes in governmental funds.

GNRA fUND Chapr%etiom lo
Asottune JQ rease (Decrease
Ab am Dollars Percent
assets
(‘ash and Invesimenl' S 106S7 30S 3 140S3271 S 133979031 -24 1’
Vi tuitl inlefi's! teiei, ,ilil> 2 299931. Itd 0071 -20 1%
Inlcrtiind rvi civ.ilili 201'17'U 723343 1291.173 1791%
- oil ,isscls 12'M6027 13108522 12102793) -ii n
.'ABILITIES
*Viounl I'dvuMi ana an rued liabilities. 144.023 lo3sss 110.N.3) -1o 2%
Dili* In i* inuirv iiuveinmrnl 402,427 - 402427 1000%
lold! liabilities 3314Vl 11i3 sSS 3S33(,2 2324%
t'NO BALANCE
I nresineil 12 194 » 77 114429 %4 (234s 371 -171%
12 344 377 14942934 (2.34S .337) -171%

Total lund balatu >a

lolal liabilities and lund halano S 12940.027 S 1310S622 C (2162.793) -14 3"

WOffa
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DtBI SERVICE FUND

assets

( .sti .iiul Investments .md i.Litrd
rojvdhivs

lionds .irid hond inlid licu'iwii'lc

fot.il .isscls

LIABILITIES

u<| Ollllls [>dvjl'lc 1@ iH( nil’ll [LIFIITE
Inlcdmid [M\,ihics

fold! li.ihilitics

FUND BALANCE:
K, served
litLil li.ilnlilics .mil hind h.ililn i

GNRL AND

REVENUES

Interest iniwnic

Ini.Liik nine

EXPENDITURES

)] 'ctiliiu] I'spensi =

PdVMKIIS In [irlVITR (JedVimbitIt'fit

Inl.ll expenses

fxicss nl r.venncs nvui cxpmlilute.s

Oilier inhim iixi soiih cs (iiscs! -fiiinsit is

Imid hlllin ¢ t("jiumin] nl penuil
I mid h.il-nuc end nl jicnul

Asof June 3
5 -Hoto71l S 36772951
406640,856 341 078902
4x0285.647 37>5|X5J
| s(i<* 701 12238
2»»|9770 723595
5529 564 735533
444 75608 | 377116020
i 450.285047 S 377851 853
As of June 30.

5 till|S|5 S 250 257
Mil is15 250257
602825 N (

1,177427 7750111l
1780252 1530529
Il 1784 371 12712721
(1 369920) Il 551 805)
14942914 17769011
12 (91577 8 14942934

Cham;ce from 204 fo
rease (Decrease
Dollars Percent
S 6.865840 187%
65.567954 1*3204.
724 33.794 192*4,
3497556 2S579 5%
1296175 1791%
4793731 li <15%
67 640.f.i3 179%
S 72433734 192%
Chanr?e from 200410
Increase (Oeciease
Dollars Percent
X 345 55s 134 8%
145 558 134 8*
11527041 -2d 2%
402427 51 9%
24972 3 10 3%
1958 351 -7 5%
1181 ,ss5l -117%
128200771 -159",.
S 12548 357) -171%
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OB SRt AND
Cimi, 'e from 00410

For the Year Entle nert«€ (Decrease
Jue 3) 206 June 0 204 Dollars Percent
REVENUES
Interest Income on bonds receivable S 15,6644 51 S 11329112 S 4.33531 ) 363%
Investment earnmejs 1 179,351 57.969 1.1217v2 1934 591,
kit.it income 16.843 7b2 11.387.06. 5410.701 479%
EXPENDTURES
Interest paymei 15218639 12576973 2641006 21.0%
Principal payments 58,345000 14 375000 23.J70.000 668%
Mat expenses 73563.639 47 351 973 26.011.666 54 7%
1xiess ol ieven.it s over cKpvndilurvx (56.719.S57) (36 164 HO2) 20.554 965 56691.
Other nnanciiVi soun es -
Hond pr*, fils 122990.00(1 113225000 9765000 86%
Iransrer. 1.369,920 1,551805 11SI1 665) -117%
1xces ol revenues and transfers over
expenditures 67 640.061 76011.913 110971.650) -140%
lutid balance bcyinmnq ol ivnod 177 116.020 298 504 107 78611913 261%
lund balance, end ot permit S 444 75b0S i S 377.116.1)20 5 1)7.640063 179%

1]

\t year cm! the Horn! Hank had S<'>H127S S ul kinds and notes outstanding up 10"> front
ST.1351T,T78 at aune TO, 2004. The delit is secured In the assets ol'the I*mil Hank. The outstand-
ing balance is comprised of the following:

metal nbltilion bonds e S 294157500
E%amJe Pag 2900000

huts pj.alil
(Qlstdl i neicy no|| payale 11,00678

5 398.123378

Worh
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| he Board of Directors
Alaska Municipal Bond Bank Authority

Me have audited the accompanying Basic linancial statements ol the Maska Municipal Bond Bank
Authority (the Authority), a component unit of the State of Alaska, as ofand for the year ended
June 30.2005, "s listed in the table of contents. These linancial statements are the responsibility
if the management ofthe Authority. (>urresponsihilitc is to express an opinion on these linancial
statements Based on our audit.

Me conducted our audit in accordance with auditing standards generally accepted in the L'nited
States ol America. Those standards require that we plan and perforin the audit to obtain rea-
sonable assurance jilkhu whether the linancial statements are free of material misstatement. \n
audit includes examining on a test Basis, evidence supporting the amounts and disclosures in the
linancial statements. \naudit also includes assessing the accounting principles used and significant
estimates made By management, aswell asevaluating the overall lina i dstatement presentation.
Me believe that our audit provides a reasonable Basis for our opinion

In our opinion, the financial statements referred to above present fairly, in ah material respects,
the linancial position of the Alaska Municipal Bond Bank Authority asolJune 30, 2005. and the
results of its operations and its cash Hows for the year then ended in conformity with accounting
principles generally accepted in the | nitcd States ol America.

The Managements Discussion and Analysis on pages |-f through 1T is not a required part ol
the Basic financial vateuients But is supplementary information required by the (ioverimient.il
Accounting Standards Board. M e have applied certain limited procedures, which consisted piinc.

pall ofinquiries of management regarding the methods ofmeasurement and presentation of the
supplementary nlormation. I'louever, we did not audit the information and express no opini >n
onit. The Supplemental Schedule ol Statutory Reserve Accounts Assets, Liabilities and Account
Reserves is presented for purposes of additional analysis and are not a required part of the Basic
linancial statements. The schedule has Been subjected to the .auditing procedures applied in t' e
audit of the Basic financial statements a d, in our opinion, is fairly stated in all material respects
in relation to the Basic linancial statenu nts taken as whole.

September 23, 2<)l)s



SIARVENT OF NET ASEISAD
GOERWENTAL RNCE BAANE SHET

June 30 2005

ASSETS

Cash jrid cash equivalents

Investments, at tan value (note 41

Accrued interest receivable:
Bonds receivable
Invesimenl securities
Bonds tccctv.ible (note 5|

Inlerluttd receivables

Int.il .issels

LIABILITIES
An minis payable
Deterred revenue
Accrued interest payable
Atmlrage mteies| rebate pavahle
Due In Ptitnarv (invciumcnt
Intertmnl pavables
1mig-lenn Ikibililn s (notes 5 mid 0)
Portion doe in payable within me veai
Cierieial obliildlton bonds payable
Revenue Inllids payable
Other long-term debt
Portion due or payable alter one year
iient ra, obligation bonds pavahle
Revenue In,, ds payable

Other long-lent) debt

total liabilities

FUND BALANCES NET ASSETS

liiml Balances
Rest i\»'ti
| ureservced

Total lund balances
Totd riabilities JIKI iU DuJIH.eS

VI isscls
Rcslrii tod lur dohl service

I nroslii: lod

total not assets

General
Fund

S 212461
9614847

15.469
223.480
860000

2.019770

5 12946027

S 12.277

116 746
402427

5514511

1234577
12394577

S 12.04ti.027

IHE BOND BANK A* /*am /Tus/ Ififorke

Oebl Service Adjustments Statement of
Fund Total (Note 6) Net Assets
5.324 110 5.536.571 5536.571

37985,705 47600 552 - 47600,552
8523478 8,538,947 8538947

328 976 552456 - 552.456

3981J 3378 39898 3.378 - 398.983,378
- 2019770 (2019.77(1) -
450255647 463231674 (2019,770) 461 211904
12277 12277

35119794 3509794 - 3509794

- - 866 3608 8663608

. 136746 - 136746

- 402427 - 402427

2019770 2014770 (2019.770) -

21695000 21 695.000
- - 4790.000 4790.000
- - 5400,001) 5,400000

- 282 225,000
R - 89695tt00 89695.000
R - 5605.87s 605 N7s
5 i29 564 6081014 416054 "16 422.145.7.40

MATSROBI AAATSE03  (MAT56083
- RIUST  12Q457)

MATH0B EIDDD  (@57150,650)

450285647 4>1211 (.74

26.838,700 26838760
12237,114 12237414

S 39076.174 39.076174

Sts iiiili|).iRin | mill's to Immit.il sl.ilomonls
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NOTES 10 INANCAL STATRVENTS

Note 1 HIGR/RRCRING ENlliy

1lie Alaska Municipal Bond Bank Authority (Authority or Bonil Bank) was created pursuant to
Alaska Statute, (chapter N\ Title 44, asamended, (Act) asa public corporation and instrumental-
ity of the Stn e of Alaska (State) hut with a legal existence independent of and separate Irom the
State. The authority is a discretely presented component unit of the State of Alaska for purposes

of financial reporting.

The Authority was created for the purpose of making moneys available to municipalities within
the State to finance capital projects or for otheraurhorim| purposes In meansof issuance of bonds
by the Authority and use of proceeds from such bonds to pun base from the municipalities their
general obligation and revenue bonds. The Authority commenced operations in August | (A7>,

The bonds are obligations ol the Authority. payable only from revenues or funds ofthe Authority,
and the State of Alaska is not obligated to pay principal or interest thereon, and neither the faith
and credit nor the taxing power of the State is pledged lo the bonds. The municipal bonds and
municipal bond payments, investments thereofami proceeds of such investments, if any, and all
funds and accounts established by the bond resolution to be held In the Iruste'e (with the excep-
tion of ihe (ioast.il | nergy | oan Debt Service Program, which is administered by the Autlv "itv)

ate pledged and assigned lor the payment of bonds.

I he Authoritv may not issue revenue bonds in excess of S7s million in any fiscal year unless the
State of Alaska Legislature approves agreater amount.

AS 44 Ns. |SI)(c) was enacted in I'JTs, limiting Bond Bank bonds outstanding at am time to SI 511
million. I his Statue has been periodically amended to raise the limit. In 2015 the limit was
raised to Ss()) million, lota! Bond 25nk bonds and notes outstanding as of June 51 200's are
approximate!) S4004 million. Thus, the limit on additional bond issuance as of June 40. 2008 is

approximately S'W/» million,

NOE2 » SIMVIRY OF SONAICANL ATTONING RUAES
I'he (iovernment.il Accounting Standards Boaril ((.ASB) is the accepied standard-setting hoth
for establishing governmental accounting and financial principles. The most significant of the
Authority's accounting pol ic arc described below,

(A GOFRWVEN-WIF A\D fUND ANANTAL SyWAVENS
The statement of net assets and the statement of changes in net assets report information on
all of the activ itic >of the Authoritv. Tor the most part, the effect ol interhmd activity has been
removed from these statements. The balance sheet and statement of-evenues, expenditures
and changes in fund balances are provided for governmental funds.
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The govemment-wiilc financial statements are reported using the economic resources mea-
surement Focus anti the accrual basis ofaccounting. Revenues ire recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash

flows.

(iovemmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis ofaccounting. Revenues arc recognized is
soon as they are both measurable and available. Revenues are considered to be available when
they are collectible within the current period or soon en ugh thereafter to pay liabilities ofthe
current period. Tor this purpose, the government considers revenues to be available if they
are collected within 180da ofthe end of the current fiscal period. Expenditures generally
are recorded when a liability is incurred, as under accrual accounting. | low ever, debt service
expenditures arc recorded only when payment is due.

The Authority reports the follow ing major governmental funds:

The gwel///«;</isthe Authority's primary operating fund It accounts forall financial resources
ofthe Authority , except those required to lie accoumcu for in another fund.

| he itcbt tervicvfund accounts for the resources accumulated md payments made tor principal
and interest on long-term debt of the Authority.

The purposes of each of these funds are described in the "illowing paragraphs:

CA\ERAL fUND

The (iencral Fund is comprised of a custodian account and an operating account. The
custodian account is established to account for appropriations by the State ol Alaska
Legislature available to fund the special reserve account. The Operating Account is
established to account for the ordinary operations of the Authority. Moneys are derived
from the following sources: (a) amounts appropriated In the Legislature, (h) Ices and
charges collected, (c) income on investments of the Statutory Reserve Account in excess
of required debt setvice reserves required by bond resolutions and (d) any othei money’
made available & i irposcs of the (iener.il Iund from any other source.

Amounts in the Operating Account may lie used m pay (a) administrative expenses of
the Authority, (b) fees and expenses ofthe Trustee and paying agents, (c) financing costs
incurred with respect to issuance of bonds and (d) any expenses 1t carry mg out any other
purpose then authorized by the Act. The excess revenues of the (Operating Account are
returned to the State of Alaska.

DEBT SR fUND

Within the Debt Service | und, sq .irate Debt Service Programs have been established for
each bond resolution to account for the portion of hond sale proceeds used to purchase
obligations ofthe municipalities and for the payment ofinterest and principal 0t all bonds
of the Authority issued under the nine resolutions. Tach program is comprised of an
“interest account” and a "principal account”, both of which arc maintained by a trustee.
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The receipts nl interest and principal from the municipalities and the Statutory Reserve
Account arc deposited in these programs and are used to pay interest and principal on the
Authority bonds. ()ne additional Debt Son ice Program has been established to account
for transactions not involving bond resolutions. This is the Coastal Energy Loan Debt
Service Program The Coastal Energy Loan Debt Service Program is not maintained by
atrustee. Payments of interest and principal by municipalities having coastal energy loans
are made directly to the federal government by the municipalities and are accounted for
m the Coastal Energy Loan Debt Service Program.

I 'ach debt service fund programs contains a Statutory Reserve Account established to
account lor (a) money available to fund debt service reserves required by future bond
sales undervarious bond rcsolub >ns(Custodian Account) ami by <b) debt service reserves
which have already been established under various bond resolutions winch are to be used
in the case ol deficiency in a Debt Service Program in accordance with its respective bond
n solution (reserve accounts). Separate reserve accounts exist under each bond resolution

as follows:

[tTfi (innmIRond Resolution The amount on deposit in the reserve account is to be the

greater of the maximum annual debt service requirement or 10% of all municipal loan

obligations outstanding. The reserve account is omprised of an ordinary reserve sub-

account and aspecial reserve sub-account. The ordinary reserve sub-account is created anm
as a result ol tin- Authoritv increasing each bund issue bv the amount necessarv to fund 'C fc%
one-third of the required debt service reserve or with atransfer from the (aistodian Ac- .
count unreserved investment earnings account. |lie special reserv e sub-account is created

mil funded from Ilie (aistodian Account .it an amount equal to two-thirds of the required

debt sen icc reserve. Both sub-accounts arc maintained by ! trustee.

(>n August 25 IW ), the Authority amcndcil .lie debt sen ice reserve requirement for the
P>*Yi bond resolution that takes effect when all bonds outstanding as of the date ol the
resolution arc retired. | nder this new requirement, the reserve must be the least of: (j)
l)"<. of the original stated principal amount of all bonds outstanding: (i) the maximum
annual principal and interest requirements on all bonds then outstanding; (tii) 125% of
the average principal and interest requirements on all bonds then outstanding: or (iv)
sue' lesset amount as shall be required to maintain the exemption of interest ofall bonds
outstanding from inclusion in gross income for federal income tax purposes under the

Internal Revenue (ode.

| "tO Revenue Hum! Resolution  L'nder tins resolution I special reserve account was cre-
ated at an amount equal to the maximum annual debt service of municipal obligations
outstanding from moneys made available by legislative appropriation residing in the
(aistodian Account.

I't'tl Revenue Rond Resolution  L'nder this resolution a special reserve account was cre-
ated at an amount equal to the maximum annual debt service of municipal obligations
outstanding from moneys made available by legislative appropriation residing 10 the
Custodian Account,
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/W5 Rrveitue Hond Restitution L itfier ilns resolution a special reserve account was cre-

ated at an amount equal to the maximum annual delit service of municipal obligations
outstanding front moneys made available It) legislative appropriation residing in the

Custodian Account.

/997 Revenue Hond Resolution - Under tins resolution an ordinarv reserve account was
created at an amount equal to the lesser of 10% ol the proceeds of the IW7 Series \
bonds orthe maximum annual debt sen ice on all Series 107 A bonds outstanding under

ti e resolution.

/VOV Revenue Itmnl Resolution ~ Under this resolution a special reserve account was cre-
ated at an amount equal to the maximum annual debt service of municipal obligations
outstanding from moneys made available bv legislative appropriation residing in the
Custodian Account.

/yyy Revenue Hond Resoliilim  Under this r solution a special reserve account was cre-
ated at an amount equal to the maximum annual debt service of municipal obligations
outstanding from moneys made available bv legislative appropriation residing in the
Custodian Account.

201111 Reicnne Hond Resolution | nder ibis resolution a special reserve account was cre-
ated at an amount equal to the maximum annual ilcht service of municipal obligations
outstanding from moneys made available In legislative appropriation residing in the
(aistodian Account.

201)1 Revenue Hond Resolution - Under this resolution a special reserve account w s cre-
ated at an amount eqial to the maximum annual debt service ol municipal obligations
outstanding from moneys made available In legislative appropriation residing in the
(aistodian Account.

21D2 | Revenue Hond Resolution ~ Under this resolution a special reserve account was
created at an amount equal to the maximum annual debt senice of municipal obliga-
tions outstanding from moncvs made available In legislative appropriation residing m
the (aistodian Account.

200s . | Revenue Homl Resolution ~ Under tins resolution a special reserve account was
created at an amount equal to the maximum annual debt service of municipal obliga-
tions outstanding from moneys made available In 1gi lative appropriation residing in
the (aistodian Wcouni.

200s 11 Revenue Hond Resolution  Under ibis resolution a special reserve account was cre-
ated at an amount equal to the maximum annual debt service ot municipal obligations
outstanding from moneys made available by legislative appropriation residing in the

Custodian Account.

200s  Revenue Hond Resolution Under this resolution a special reserve account was
created at an amount equal to the maximum annual debt service of municipal obliga-
tions outstanding from moneys made available bv legislative appropriation residing in
the (mstodian Account.
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20(14 | Ret'eniie Rond Resolution ~ 1'iuler this resolution ! special reserve account was
created at an amount equal to the maximum annual debt service of municipal obliga-
tions outstanding from moneys made available In legislative appropriation residing in
the (aistodian Account.

2004 11 Rnrntie Hond Resolution  L'nder this resolution aspecial reserve account was cre-
ated at 11 amount equal to the maximum annual debt service of municipal obligations
outstanding from moneys made available by legislative appropriation residing in the
Custodian Vccount.

Amounts in the Statutory Reserve Account in excess of (1) required debt service reserves,
(h) appropriations In the legislature residing in the (aistodian \ccount, and (c) income on
nor cgislaturc-nppropnated funds are transferred to the Operating \ccount. Income tin
non ‘egixlattite-appropriated funds, representing excess of revenues over expenditures ol the
onl,tarv reserve accounts and interest earned on the unrest rvetl investment earnings account is
accumulated in the (aistodian Account and is available to hind the Special Reserve account.

0

REFRICTEO AHfH

Certain resources set aside for the repayment ol the Authority's boiuls, net ol certain
proceeds from additional bonds issued, are classified as restricted net assets on the state-
ment ol net assets because thev are maintained in separate trust accounts anti their use is
limited In applicable bond covenants. (lash and cash equivalents and investments include
S'b.S AK.ThOol restricted assets. | hese assetswere lunded Ir<>iu the issuance ot SJ,"7>2x()()
of reserve bonds and a transfer ol SI1 S.60141-4 ol State appropriation.

IONG IfRM CBIIGAIIGM

In the governmentw ide linancial statements, lone term debt and other long-term obliga-
tions are reported as liabilities in the statement of net assets.

(U FQUIy

[1the lund linancial statements, governmental binds report reservations of lund balance
for amounts that are not available for appropriation or arc legalh restricted In outside
parties for use for a specific purpose, In the government-wide linancial statements, re-
strictions of net assets are reported when externally imposed.

INIEREU ARBIIRAG: RBAE

bonds issued after August 15, |OS(i are subject to Internal Revenue Service income tax
regulations which require rebatesto the | S. (iovernment ol interest income earned on
investments purchased with the proceeds from the bonds or any applicable reserves in
excess of the allowable yield ol the issue.

INCOVE JAVS
The Authoritv is exempt Irom paying federal and state income taxes.
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I'he Authority considers all highly liquid investments purchased with an original maturity ot throe
months or less at the date of purchase to he cash equivalents, (lash and cash equivalents atJune
JOconsist of demand deposits with various linancial institutions.

Ihe hank balance of all of the Authority's deposits with linancial institutions are insured by the
I 1)1C or collateralized by securities held in the Authoritys name by its custodial agent. AtJune
?b, "Oils, the amounts recorded in tin- Authorities books equaled its bank balances.

INVIMNTS
| he lair value as ofJune JO, 2005 ot tin \iithority s investments is $4“/>00552. \iJune JO, 2005
the investments held in the reserve a " u us total SJT.0Ss.'0Os \m<l the (aistodian account totals

SO/ HKA4T.

I'he lair value as ol June JO. 2005 ol debt security investments by contractual maturity is shown
below. Fxpected maturities may differ from contractual maturities because borrowers may have

the Tiglu to call or prepay obligations with or without penalty.

Investment Maturities (in Visits)

lev- Illin 1 1-5 h-10 More than 10 total
| S Trcasuty SOlunties s 2iimM>125 [JOIOMI - 41000 15.1X2.nWi
1 <iiuvi rimii (a
alinit sc. untie*. [J1Mspj KilsOMbn 501h45 15% %2 S2.4is.4Wi
I'lli ino'slnieiits Vo [li\7n J)4 2hInl75 ii1-15 jooztfij 47(100.552

(&) INVISIMINI POLICES

lhe Authority has distinct investment objectives and policies associated u itlt the ( aisto-
dian Account, Reserve Funds, and municipal debt payment* | he three classes nl funds
are listed below.

| Custodian Account |he Custodian \ccount investment portfolio is designed with
the objective of attaining the highest market rate of return subject to the required use
of the Custodian Account for operation, binding transfers to the state, and hinding
reserves. W hen the (aistodian \ccount balance allows, alonger investment horizon is
implemented for the Custodian Account, accepting the limited probability ol short-
term loss in exchange forhigheryield on investments. | 'hef aistodian .Account balance
must exceed $15 million, and lie forecast to exceed $15 million for the subsequent six
month period before return on investment Will he the highest priority ot the (aistodian
Account. | lie Custodian Account has to maintain sufficient liquidity to meet operating
requirements, provide the prior fiscal years state dividend, and to allow transfers to
reserves as needed for bond issuance activ ity. Long-term preservation of principal is
the third objective of the Custodian Account's investment program. Investments shall
lie undertaken in a manner that minimizes the probability ol long-term loss.
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» The (mstodian Account halancc is acritical component in determining antici-

pated life, ahility to diversify, and investment policy in this account. Accordingly,
when the account balance isabove SI 5million amore aggressive policy will he
implemented. W hen the account balance is below $15 'Million amore eonserv.i
live policy will be used.

Shifting from one asset allocation to another may heapproved In the investment
committee.
There are no arbitrage restrictions.
W hen the Custodian Account balance is less than SI 4million
e DU government agencies and | .S. treasuries with maturities of less
than >years.
e Performance benchmark is 100% Merrill Lynch 14 (iovernment In-

dex.
W hen the Custodian Account balance exceeds and is expected to remain in
excess o f $h* million;
e 10" Mimes Market Fund.
* 00" Uruad | Slhind Market fund.
* Performance benchmark is 10% | hrcc-month | S treasury Hill and
00", Lehman Brothers Aggregate Index

I'he following transactions ire prohibited wilii the (aistodian Account unless
those transactions have tlu prior written consent ot the Investment Commit-
tee:
e Short sale ol securities (the sale and settlement ofa security not currently
owned In the Authority and a formal agreement to Imrrow the security
n> facilitate the settlement ol the short sale);

« Purchases ol futures, forwards or options for the purpose ot speculating
(currency futures, forwards and options are permitted only for hedging
or to facilitate otherwise permissible transactions);

* Borrow ing to leverage the return on investments. | xtended settlement ol
securities purchases executed lo facilitate or improve the efficiency ofa
transaction will not be considered borrow ing. providcd that sufficient cash
equivalent securities or receivables are available to facilitate the extended

settlement;
* Purchases ol "private placement" or unrated corporate bonds;

m Bond Reserve Funds  Preservation of Principal is the foremost objective of the
Reserve Funds investment program. |hcse Funds shall be managed to ensure that the
corpus is preserved. These Funds will not be expended until the litvl maturity ol the
bond issue thev secure, unless there is a failure to pav debt service v a community.
\s there is limited benefit in maximizing return it is the | st important objective ol

fefl



the Reserve Funds. It is anticipated that the Reserve Funds cumulative average return
should target the blended arbitrage yield limit of the hond issues secured.
| bond Resolutions limitallowed investmentot these hinds. Investment risk should
be examined on an annual basis to ensure that 110 greater than the minimum
level ofrisk required to achieve the highest probability of earning the arbitrage
yield limit on the bonds is incurred.
I 100% government agencies and | S. Treasuries with maturities of less than 5
years.
» Performance benchmark is 100% Merrill | ynch 1-5Covemment Index.

| Municipal Debt Payments  Preservation of Principal and liquidity are the foremost
objectives of the .Municipal Deht Payments investment program, as these funds will
be expended within seven business days ot receipt. Return on investment is a henelit
ofholding these funds for the advance payment period, but not the focus of investing
the funds. Ihe bond resolutions limit investments

» 100% Money Marker Fund.
» Performance henchmark is 10% Three-month | S. Treasury bill.

li is the polio ofthe Authority todiversih its investments md to ensure the safety and liquidity
of ihe invesrm ms in ohserving the following sound investment practices:

e Not more than 5% ot the Custodian Account max he invested in the corporate debt
ofany one issuer, at the time of purchase.

« In the event of a credit dow ngrade which reduces ,i security below ihe required rat-
ing written notification will he made to the Investment Committee setting forth the
particulars of the dow ngrade and recommending acourse of action,

e Not more than s()",,,,! the (aistodian Accountituv be invested m corporate securities,
at the time ofpurchase.

e The duration of ihe Custodian Account must remain within HOto 120 percent ol the
duration ofthe l.elunan brothers Aggregate Index

e Purchasesofmore than 10% ofacorporate bond issue shall not he made.

(R (ONCINRAION RXK

( nncentratioi sk is the risk of loss attributed to the magnitude ol the Authority's investment
in asingle issuer. Concentration limits are not established ir, the hond indentures and governing
agreements for pledged investments. The Authority's policies set out maximum concentration
limits for investments managed by the external investment manager.

(0 CROHRX

Creiiit risk is the risk of loss due to the failure ol the security or hacker. 1he Authority mitigates
its credit risk in limiting investments permitted in the investment policies. The credit quality rat-
ings of the Autl oritys investments are AAA and Aaa as of lutic 50,200s as described by nationally
recognized statistical rating organization Standard and Poor, and Moody 's, respectively .
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| S. Treasury securities and securities ofagencies that arc explicitly guaranteed In the U.S. gov-
ernment total $47,600,552. and are not considered to have credit risk.

10 QUFCDAL (REDIN RK

The Authority assumes levels of custodial credit risk for its deposits with financial institutions,
hank investment agreements, and investments. For deposits, custodial credit risk is the risk that,
in the event of a hank failure, the \uthoritys deposits may not he returned. For an investment,
custodial credit risk is the risk that, in the event of ihe failure of the counterparty, the Vuthorit)
will not lie able to recover the value of the investment or collateral securities that are in the pos-
session ol an outside part). The \uthorit) hasnot established a formal tustodid! credit risk policy
foi its investments.

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

() INURES RAf RX

Interest rate risk is the risk that the market value ofinvestments will decline as a result of changes
in general interest rates. For non-pledged investments, the Authority mitigates interest rate risk
In structuring its investments maturities to meet cash requirements, therein avoiding the need
to sell securities in the open market prior to 1 turiiy For investments held in trust, investment
maturities are structured to meet cash requirements as outlined in its tnd indentures and con-

tractual and statutorv agreements,

(f)  MCDIRED DURAICN

Modified duration estimates the sensitivity ofan investment to interest rate changes. The follow-
ing table shows the \tuhontv s investments with their weighted average modified duration as of

June AQ, 200s by investment type:

Investment Modified

Fall Valui pm ition
| s ltrosinv vuni'les 5 1IrlS-fUM. <()>5
I's liovciwivit iijcrHii™ M'liaiin » >’Jlslsn £
lot. Il T'oltiOlu* S4B"\B2 till i

1he \uthoritv s investment policies ret]inre the duration of the Custodian Account must remain
within SO to 120 percent of the duration of the | ehm n Brothels Aggregate Index.

iH H
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Bonds ami notes receivable by debt service program atJune 30,2003 mature in varying annua
installments as follows:

Yfjr ending
June 30
2006

2007

2008

2009

2010
2011-2015
2016-2020
2021-2025
2026-2030
20 M and diVvVr

Year ending
June 30

206

2007

2008

2009

200
2011-2015
2016-2020
2021-2025
2026-2030
2131 dnil alter

Ycal ending
Uneé 3o

207

2008

2009

210
2011-2015
2016-2020
2021-2025
2026-2030

’ (131 and alter

1976
General

8 19820,500
18.025000
17(100000
16.905000
17115000
78788000
71589000
460 35.000

$800000

$294 157.5(H)

2000A
Unalaska
Revenue

$ 445000

$  445.000

3B
\Zngcae/
Revenue

665,000
675000
680000
680000
505000
66000H
4605000

$ 19,000,000

1995A
Seward
Revenue

170000
180000
195000
205000
215000
1300000

2.265000

2000B
Seward
Revenue

105000
110000
115000
120000
125000
745000
9500110
J55000

27250UU

2003C
Kodiak
Revenue

2000100
200000
205000
215000

820000

1997A
Ketchikan
Revenue

690,000
725000
760000
800000
840000
4.930000
3.665000

124M 10

2A01a
Keli hik.m
Revenue
80001)
85000
90.0110
i
95000
555(100
555000

1550000

20045

Revenue

500000
515001)
535000
555000

3120000

3875000

4995000

6460

8290

28,845,000

1998B
KercMkan
Revenue

660000
685000
715:000
, ->5(100
* *13000
2570000

6 1*0000

2018

Ken-nikan
Rev* rmue

1 5000
;. rooo

ailln
, 50110
1i.000
«50(11)
«.0il0O0

2 _+ 5(100

2X4B
Anii-orage
Reventie

V 010
-591un
sinto
1 MO0
] 5000

* (000
~ o
w 51

1145000

14*5000

5 >000

199HB
Homer
Revenue

235000
250,000
255000
180.000
185000

1105,000

2002-5
KeUhlkai)
Revenue
460000
475000
490.000
505000
520000
Jo ttniC'l

5380000

Coastal tin rgv
loan
5400000

10000
400000

400(100
450000
2250000
1705878

11,005878

1999A
Inter-Island Ferry
Revenue

75.000
80000
85000
65.000
90.000
535.000
7100(10

1660000

2003A
CcBJ
Revenue

144500(1
| 491)0(10

2935000

Foial
Principal
30010000
24085000
21730001
21710000
21915000
11 153000
91 199878
57085000
16485000

9.765.060

398123.378
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Ilie general lund includes SI'50,(XXI ol 7.V,;0 Itonds receivable due Irom the (atvof Ilaines that
mature through 2ww. and S71(),<)(M of lkuuls receivable due Irom the City of Yakutat that

mature through 2014,

| 'ndcrthe Coastal Inergy l.oan Program (Program), the Authoritv issued S5,(XK).(XX) IWO Series
\ (.oastal I'nergv Ponds (Ponds) payable to the National Oceanic and Atmospheric Administration
(N't)A A). | he proceeds of these bonds were used lo purchase port revenue bonds from the (atv
ol Nome. Ilie (atv ol Nome entered into a tripartite agreement with N<) AAand the Authority
effective August 2, IW4 to defer payment of the principal and accrual of interest lor ten years,
| he related loan payable does not represent a general obligation of the Authority as it is payable
only Irom proceeds received Irom the (atv of Nome.

Also under the Program, the Authority nsued Sb.56100111'ffi"* Series ACoastal I'nergv Ponds
payable to N () AA | he proceeds ol these I onds were used to purchase port revenue bonds from
the City ot St. Paul. The City of St. Paul entered into a tripartite agreement with N<)A Aand
the Authority ellective December 14, 2000 to modify and amend the repayment terms including

principal and interest.

| he related loan payables do not represent a general obligation ofthe Authority as they are pay-
able only Irom proceeds received Irom the (Sty of Nome and St. Paul, Respectively. Payment ol
pimcipal and interest on the Pond bank's (aiaslal I'nergv Pond i not secured In a pledge of any
amounts held by or payable to the Pond Pank under the ( (mencidl Pond Resolution. including the
Reserve Account, and is not in am wav idebt or liability ol tI  Pond Pank,
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During the year endedJune "« 20()i the Authoritv s long- term Nubilities changed .is lollows:

ABrglnno.g ol yeal

i lelli'f.n uliliil,itliiii (nilut imv.iMc ~~ $ 267S.AJOU
Revenue Imr.ds p.V.II'e (ii mis IHd
Other Inri(-(i*tm X HniihTs

Into! Stll 7’'mss's

New dchl

HS 7soti<
v1'I(i(K"

Rk

Repayment*
1JOSI'IIH)

iOhlOOII

10000
AL nun

End ol ytai -
el ~y/
04.4Si.tHHI '
1100=1S7S

(icncrul obligation lioiuls.ire seetiretl hv honds receivable un.iIn .in.minis in tin ordinary reserve
account. I'he \ct further provides that it i municipality defaults on its principal and/or interest
payments upon written notice In the \utliority, die State of Vlaska must pay to the \iiihoriiy
all hinds due Irom the defaulting municipality trom the State in an amount sullieient to clear the
default. Loans made under the (io.isial Incrgy Loan Program are pavahle only from proceeds
received from the municipalities lo which the loans were made.

It,.,
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The above I»nitls mature in varying annual installments. 1he maturities at June 30. 2(K)5 are .r

follows;

g

2006
257
200t

200V
2010

2011-201>
201 (2020
2001-2025
2020-20in

2081 .iml alter

200t

207

2008

2000

2010
201]-20[*
2011-2020
2021-2020
2020-200
20il .in," it

2000
200
208
m*
2010
2011-201)
2016-2020
2001-2025
2020-20)0

2031 <ind iillci

- 1976 F#ewar
(enerat ~  Reserve evenue %evenue

10820500
18025000
17000000
16906000
71 (@
75:55000
71489000
16035000

8h'80000

S 24137500 9762501

Inter-%%é\terry Hngaska
Revenue evenue

(10
8001
85000

&Ll
90000

5)300(
710000

111112000

ez
Revenue

665000
675 Olio
68(1000
680000
5003000
6(00000
4 533000

19000,00

1874300 170000
1133000 180000
800000 195000
75000 26000
3066 215000
2287000 i looooo
1006001 -
230000 -
2265000
éewalg
evenue
145000 103000
- 110000
- 115000
- 120ii)0
- DyOlii
- 745000
- 9500
- B0
445000 ZrAnmn
F@%ke Revenue
2011000
20010  4jointo
510 3510
215000  4@EN1
- 55000
- S10010
- 18/
- 1995000
- 6460000
- 8.290.000

820,000 28845000

A
fchikan eneral
eSeIve
690000

72506 -
76000 -
80000 -
84000 -
A0 -
3400 1425006
1241006 1525000
etehi etchikan

eVenue evenue
8006 115000
7051 121 ni)
VUl iloooo
00K 1@l
il 146666
544D $25001)
55606 820000
14610  2841)116
chorage Eﬁg?tal
Al-[gevenu oaﬂy
100 4410010
M 400000)
100001 HIllOI
0K) 10000
10500 1400611
fittt|ILKm - 22 50000
70000 1704875
Qo -
| 1440(11' -
1474.00' -

4365000 111164878

I
Ketchikan
Revenue

660000
685,000
715000
T5R006
7US000
| 70000

1.170000

a2,

evenue

Pr{%%al

3885000
252401)00
2243001111
J1 78410
J 1965000
116440000
91730878
AMA10
16484.000

« 765.0U0

409410.878

L

Revenue

23501
250000
245000

115l

Revenue

1445000
1490000

2914011

Tod
Interest

1AL 1479
16884
1606421
U628
13007 )4
54156 31
11431444
13300001

4526.241

1,476624

187.519 818
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ADIEINS

(iertain adjustments are considered to he necessary to the notemmental funds in order to present
the Authority's financial position and the results ofits operations. These adjustments include the
elimination of inter-fund payable-, and receivables. Additionally, hond proceeds are reported as
financing sources in governmental funds and thus contribute to the change in hind balance. In the
statement of net assets, however, issuing debt increases long-term liahilities and does not afleet
the statement ofactivities. Similarly, repayment of principal is an expenditure in the governmental
lunds, hut reduces the liability in the statement ot net assets.

commiimenu
In fiscal year 2006, SJS0.000 in earnings from the (aistodian \ccount will he transferred to the
State of Alaska and deposited in the States Debt Service Fund, The entire Custodian Account

balance is available for appropriation, at any time, by the State Legislature.

SEHIAT BAN

Subsequent to June (It, 200s, the Bond Bank issued two general obligation bond series to fol-
low

tieneral <tbligation Bonds, 201)s Series ( , m the lace amount ol $(2,06(),)(() with interest rates
ranging from 4.0% to 51)0% over maturities ol ()ctobcr 1 2006 through (tctober 1, 202s.

(ieneral Obligation Bonds. 2005 Series One. in the face amount ol S1S,450,000, sold in
t)ctober 2005. Interest rates ranging from 5.00to \2"™" over maturities ofJune 1. 2006
through June 2025.

In September 2005, 5250,000 in earnings from the (aistodian \ccnunt was transferred to the State
of \laska and deposited in the State's Debt Retirement | und

(an of Nome and St. Paul have entered in negotiations, with N( )\ \. for the restructuring and
possible forgiveness i rtheir respective (.oastal I'nergv loans. |lie related loan payables do not
represent a general obligation of the Authority, as they are payable only from proceeds received
from the City of Nome and St. Paul, respectively. Payment of principal and interest on the Bond
Banks Coastal | nergy Bond is not secured by a pledge ofany amounts held by or payable to the
Bond Bank under the (ieneral Bond Resolution, including the Reserve \ccoiint, and is not in
any way a debt or liability of the Bond Bank, | oan payments due in \ugtisi 2005 have not been

made.
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lor (ho viar ended Juno 30 2003

ASSETS

(jsh

Accrual interest receivable
irkel hie securities

lilleraciount re<eivahles

UABIUTIES
Interaccount payuhlcs
Bond payable

Accrued Inleresl p.nuhle

RESERVES

Special Reserve - Stale Appropriated
Special Reserve - | imppioprmted
SIK(iaI Reserve - | nre.ili’led Imm llossl

Orditiiirv Reserve - 1 n.ilinuiled

Drdei.nv Reserve -1 nreali/ed (LI lins--1

ASSETS
(ash

\unied inleresl leu iv.ihli
Marketable sec unties
Intel.ii (utiiit reiciv,liles

UABIUTIES .
IitleMocuurii pavtion
Hurnl puvnhle

m/ined inleres! p.iv.ihli

RESERVES

Speri.il Resr rve - stale Appropriated

Suer ml Reserve - | nj| ,ri] idled

Spei ml Reserve - | rire.ili/ed ti.nn llosv)
(Inlumiv R> .erve - | imllin.ileil

Oiurmrv Reserve-l ntedli/eu Ul (I nssl

THE BOND BANK A* t*« V ~t

AGTOUNTS - ASSM- 21ABHHES AND ACOOUN RFUPV\

1976 General 1976 [990A
"Ordinary Special Yakutat
S 1209146 19219
2714 00221 -
8495264  2014916- -
1007439 47 -
10764363 20959013 -
647181 2416 16*
9762300 -
13329 - -
10742979 2416167 -
- 15683i0]
- 2044602 -
- 16505 -
12170 -
| K" _
A7ty 1654264~ -
610764365 20939013 -
[995A 195613 00
kelthikan Hornet Inler-Wand
S "7l 11 22707
i3 31 45
1271667 24202 14011
| A2 - -
1330 2iii* 17260
20083 i P4
211063 t"" 6<91
1.341 299 251 3'ir 169 604
2 JbS 69 13595)
1343667 25228° 166209
6 1.363.750 >a 172.603

Seward

2666
5106
297083

304874

874

20000
linalaska

22283
688
224 1%

247132
9523

9523

24 3000

15 3911

237.60>)

247 1 R

1997A
Ketchikan

20531
1420
1508623

1334

9%B265

15501)
6831

16270%

4763
(8977)
183742)
14334

mOCH
Seward

2183
688
224136
2693

255376
293

293

24V318

4127

252645

235.576

Indle|« .idenl Auditors Report
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SUPPLIMNIAL SCHDULf OF MTUIOW RESERVE AGCONIS - ASSETS 1TABITTK AND ACCONT RESERVES

fof lhe vimt ended tune 30 2005

2001A
Ketchikan
assets
Cush S 32.174
Accrued interest receivable 382
Marketable securities 124.531
Interjicount eceiiables -
157.087
LIABILITIES
Inleraccount payables 5407
Bond pavable -
Accrued interest payable -
5407
RESERVES
S|K‘(uil Reserve - Stale Appropriated 154675
speci Il Reserve - 1 nappropr.auUicl -
Spei MI Reserve - 1nre.ili/ed rMin Il oss) (2,995)
Ordin.irv Reserve - 1n.tllix ated -
Oldinury Res rve - 1uiraii/i d (i.iiii It n.s) -
151 t|KQ
S 157087
20U3C
Kodiak
ASSETS
tash 8 26.773
Accrued inleresl| retoivabli 211
Marketable ser cllllies 74039
tutelar <nun' receivables 28]
101.306
LIABILITIES
Inleiaccoutil pavables 5(i
Bund pavable -
Acin led inleresl pavahle -
5h
RESERVES
Spenal Reserve - st.it.« Appropriated
Spe. ini Reserve - 1 nappiuprialed 101500
Special Reservi - 1 meali/e.l tiain Il.itv | 12501
Ordinary Resi ive -1 nallnraled -
Ordinary Reserve - 1nrealized tiain (loss) =
101.250
S 111 306

2001B
Ketchikan

33701
Qil
190250

23 3025

.47

.47

2J *s70

14'921

22~ >

233! 5

200 »V
CBJ

Y19
1:0 "24
1s*- 78

x 49

Il -49

) 875 “ 50
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2006 LEGISLATIVE SESSION Bill Version: SB 265
() Publish Date:
Revision Date/Time (Note if correction): Dept Affected: Revenue
Title Alaska Municipal Bond Bank Authority Bond Cap RDU Revenue Programs and Services
Component Alask a Municipal Bond Bank

Sponsor Senator_Stedman
Requester Senator Stedman Component No 121
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below
OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Personal Services
Travel
Contractual 50.0 100.0 1000 1000 100.0 100.0
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 50.0 100.0 100.0 100.0 100.0 100.0

CAPITAL EXPENDITURES | | |

CHANGE IN REVENUES ( ) | | |~

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Menlal Health

Bond Bank Investment Earnings 500 100.0 1000 100.0 100.0 100 O
TOTAL 50.0 100.0 100.0 100.0 100.0 100.0
Estimate of any current year (FY2006) cost: 0.0

Mark this box (X) if funding for this bill is included in the Governor's FY 2007 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: &Attach a separate page if necessary

: ssary)
The Bond Bank is a self suppjrting public corporation of the State of Alaska. The Bond Bank saves
communities, and often the state through reduced reimbursements, by borrowing more efficiently and with
enhanced credit strength compared to individual communties borrowing capablllgy.

Increasm? the statutory cap on borrowing from $500 million to $750 million will allow the Bond Bank to
continue t meet the capital needs of Alaska's municipalities. The contractual cost noted above reflects an
anticipated continued increased use of the Bond Ban %/commumnes. The costs incurred will be directly
correllated to future increased borrowing activity of the Bond Bank due to the increase in the borrowing cap.
Al costs will be funded from Bond Bank fund eamings.

Phone 465-3409
Date/Time 2/10/06 12:00 AM

Prepared by: Deven Mitchell
Division Alaska Municipal Bond Bank Authority

Approved by: Jerry Burnett Date 2/10/2006

Agency Department of Revenue
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SB 291 MUNICIPAL HARBOR FACILITY GRANT PROGRAM

BACKGROUND:
22 Communities have accepted ownership of state owned harbors. A total ot $61 million

was provided to these communities. Everyone agrees that the transfer money only
covered 25%-50% if the deferred maintenance incurred undci state ownership.
Unfortunately, from the perspective of the communities, they faced cither accepting
ownership of the harbor or leaving it in the state's ownership without funding for
deferred maintenance thus causing the harbors to fall into fuithcr disrepair. Communities
face dramatic user fee increases for moorage in a short time frame in order to catch up on

deferred maintenance in their old harbors.

RESOLVE:

In 2005 the Statewide Harbors Association met to find a solution to the approximately
$99,858,000 in needed repairs. They brought forward a proposal for a 50/50 matching

grant program. That proposal is reflected in SB 291.

SB 291:
SB 291 establishes the Municipal Harbor Facility Grant Fund and a 50/50 capital

matching fund progiam administered by the Department of Transportation. This bill sets
out strict criteria to determine project eligibility. For example, the application must be
for a capital improvement project, not routing maintenance, and the municipality must be
able to demonstrate that it has the financial capability to maintain the harbor into the
future. The bill prioritizes repair and major maintenance projects above other projects or
new construction. Finally, once a harbor facility receives funding under this program, it
will not be eligible for additional Municipal Harbor Facility Grants.

This bill is recognition what Alaska harbors are our roads to resources.



SB 291 MUNICIPAL HARBOR FACILITY GRANT PROGRAM

SECTIONAL ANALYSIS

Section 1: Amends AS 29.60 to establish a municipal harbor facility program.

Section 29.60.800
Allows the legislature to appropriate money to this fund from the watercraft

fuel tax account, which consists of revenue from the marine fuel tax. ai d to
make other appropriations to the fund.

iVloncy in the fund does not lapse and may be spent in successive years, it
may be expended by DOT for harbor facility grants without further

appropriation.

Provides that DOT must use at least 50% of the balance of the fund in each
year for harbor facility grants.

Section 29.60.810
Allows municipalities to apply for grants for construction, expansion, major

repair or major maintenance of harbor facilities.

Lists eligibility criteria for such grants, including that the project must be a
capital improvement program, not a preventative maintenance program.

Communities must match the state grant on a 50%-50% basis.

Section 29.60.820
Caps annual grant awards to any municipality at $5,000,000.

Requires that DOT prioritize grant applications for repair and major
maintenance received from communities that have already taken ownership ol

their harbors through transfer by the State.

Rv-quires that DOT establish priorities for grant awards for repair and major
maintenance, establishes priorities for other proposed harbor projects, with
new construction having the lowest priority.

Lists factors that shall be included by DOT in establishing priorities.

Provides that DOT may suggest modifications to a project to achieve cost
savings or to better serve the public, and may make such modifications lo a
grant awaids if the municipality agrees.

Section 2: Establishes the effective date as July 1, 2006.



CS FOR SENATE BILL 291 (CRA)
~“VERSION Y~

The committee substitute makes two conceptual modifications:

< Page 1- The committee substitute includes another funding source: the
fisheries business tax collected under AS 43 74.015 after payments to
municipalities arc made under AS 43.75 130.

= Page 2- .he committee substitute mal cs it clear tint the municipality cannot
use a slate grant under a different program or appropriation as its share for the
50%-50% match under this program. Except for money given to the
municipality under municipal tax resource equalization, safe communities
program, and the shared fisheries business tax.



Tax Programs Detail

Fisheries Business T ax

AS 43.75

Description o .

Alaska levies a fisheries business tax (also
known as the ‘raw fish tax') on fisheries
businesses and persons who process fisheries
resources in or export_unprocessed fisheries
resources from Alaska. The tax is oased on the
price paid to commercial fishers for the raw
resource or fair market value when ihere is no
arms length transaction prior to processing or
export. The Division collects fisheries business
taxes from processors and persons who export
unproejssed fishery resources from Alaska.

Rate
Fisheries business tax rates are based on the

location and type of processing activity and
whether a fishery resource is  classified as
“established" or “developing" by the Alaska
fDtlelpartment of Fish and Game. "Rates are as
ollows:

Processing Activity

Established Rate
Floating 5%
Salmon Cannery 4,5 %
Shore-based 3%

Developing Rate
FIoatin% 3%
Shore-based 1%

Returns

Fisheries businesses file calendar year returns
that are due with payment on March 31 of the
following year.

After filing the calendar year return, taxpayers
file returns to report ~ post-season, honus
payments made to fishers. Returns for these
|oayments are due with additional taxes by the
ast day of the month following the payment.

Exemptions .
Commercial fishers who process and freeze fish
on hoard to maintain its quality before sale to a
licensed processor are exempt.

Tux Division FY 2005 Annual Re/iori

Credits

Education: Taxpayers contributin% to accredited

Alaska universities or colleges Tor educational

gur 0ses may take a tax credit for 50% of the first
100,000 and 100% of the next $100,000 of
contributions. The maximum credit is $150,000 for
each tax year.

Scholarship Contributions; Taxpayers contributing
to the AW. "Winn" Brindle memorial scholarship
account may take a tax credit for the amount of
contribution ot to exceed 5% of their tax liability.

Salmon _ Product Development and _Utilization
Credit: Taxpayers are allowed tax credits against
the fisheries’ busingss tax on salmon for
exPendnures promotlngg the, development of
salmon products and the utilization of salmon
waste. Effective June 11, 2003 and retroactive to
%%n%%rSL 2003, the bill will sunset on December

Disposition of Revenue _

The Division deposits all revenue derived from the
fisheries business tax into the General Fund. The
legislature may appropriate revenue from the tax
for revenue sharing as follows.

Processing Activity Inside Municipality ,

The Division shares 50% of tax collected with the
incorporated city or organized hborough in which
the processing took place. If an incorporated city is
within an orch;anlzed borough, the Division divides
the 50% shared amount equally between the
incorporated city and the organized borough.

Processing Activity Outside MunicipalitY

The Division shares 50% of tax collected from
processing activities outside an incorporated city
or an organized borough through an allocation
grogram administered by the "Department of
ommerce, ~ Community and ~ Economic
Development.

History

The fisheries business tax is the oldest tax in
Alaska. In 1899, .he U.S. Congress adopted a
"salmon case” tax to fund fisheries-related
activities in pre-territorial Alaska.
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Tax Programs Detail

Fisheries Bisiness Tax

The Qrganic Act passed in 1912 established an
organized territorial government in Alaska. In
1913, the First Territonal Legislature adopted
the "salmon pack" tax which applied to salmon
canneries based on canned salmon (70 per
case); and the "cold storage" tax which applied
to other fisheries and was based on business
receipts.  Between 1913 and 1949, the
legislature amended the tax several times by
changimdg tax rates and expanding the tax base
to include different fisheries.

1949 - The territorial legislature restructured the
fisheries husiness tax to be based on value of
the fisheries rather than volumes (Y(;ase or
business receipts). The new "raw fish" tax
applied to salmon (4%), crab and clams (2%),
and other fishery products (1%) processed in
canneries.

1951 - The territorial legislature enacted a
fishery business license requirement with a $25
license fee, a tax on floating processors at 4% of
value and increased the “tax rate for salmon

canneries to 6%.

1962 - The legislature adopted provisions for
sharing taxes (10%) arid requiring calendar year
returns for all businesses.

1967 - The tax rate on salmon canneries was
amended to 3% and provisions were adopted
requiring security for a fishery business license
under certain conditions.

19/9 - The Ieggslature adopted the modern tax
structure with different tax rates for established
and developing species, as well as increasing
the shared tax "percentage to 20%.

1981 - The shared tax
increased to 50%.

1986 - The legislature authorized a fisheries
ousiness tax credit of up to 50% of fisheries
business taxes for ‘capital expenditures
associated with constructing  and |mﬁrovmg
shore-side processing operations. _The tax
credit program was effective for 1987 throuoh
1989 with a carryforward provision through
1991, Taxpayers claimed approximately $47.5

percentage was

Tax Division FY 2005 Annual Report

million of credits under this program.  The
legislature also enacted the Winn Brindle
scholarship credit allowing a credit of up to 5% of
fisheries business taxes due.

1987 - The legislature enacted the Alaska
education tax credit p_ro%_ram allowing a tax credit
on educational contributions of up to $100,000
against fisheries husiness taxes due.

1990 - The legislature enacted provisions for a
civil penalty for processing without a license, The
Division may progressively assess penalties in
increments ot up to $5,000 for each infraction to a
maximum of $25,000 for the fifth and subsequent
assessments. The legislature  also enacted a
provision that authorized sharmgi_ 50% of taxes
sourced from processing activities in  the
unorganized borough, effective July 1992.

1991 - The Ie%;islature, restructured the Alaska
education credif and increased th  maximum

amount to $150,000.

1995 - The legislature reduced the amount of
surety bonding for small processors from $10,000

to $2,000.

2001 - The legislature modified the tax payment
security requirements necessary to obtain a
fisheries business tax license "The legislature
exPanded the existing requirement for a whole-
salmon exporter to include any exporter of anr
unprocessed fisheries resourcé. Under the nhil,
e,xgor,ters of unprocessed fish can obtain a
fisheries business ||cense,b¥ posting a $50,000
surety bond and paying their taxes monthly.

2002 - Alaska Veterans' Memorial Endowment
provided credits of up to 50% for contributions of
not more than $100,000 and 75% of the next
$100,000 in contributions made to the Veterans'
Memorial Endowment Fund. The tax credit expired

July 1. 2003.

2003 - Salmon Product Development/Utilization
Credit allows tax creaito against the fisheries
business tax for expenditures promoting the value
added processing of salmon products and the
utilization of salmon waste in Alaska. The amount
of the tax credit cannot exceed 50% of the
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Tax Programs Detail

Fisheries Business Tax

taxpayer's fisheries business liability for
processing of salmon during the tax year.

Effective June 11, 2003 and retroactive to
January 1, 2003, the bill will sunset on
December 31, 2005. Unused credits eamed
may be carried forward for three years.

2003 - Legislation allowed for monthly payment
of the fisheries taxes in lieu of existing forms of
security or _prepayment as a prerequisite to
licensure.  Fisheries businesses who elect this
option must post a $50,000 bond or demonstrate
$100,000 equity in real rogerty within the state.
Effective September 8, 2003.

2004 - Legislation authorized a new Direct
Marketing Fisheries Business License and tax
structure “set at the shore based rate of 1% of
the value of developing fish species and 3% of
the value of established fish species. The
provisions of the hill took effect January 1, 2005.

2005 - Effective May 18. 2005, the legislature
modified the surety and tax payment
requirements for obtaining a fisheries business
license. The legislature reduced the amount of

Tax Division FY 2005 Annual Report

suret bonding for small primary fish buyers from
$10,000 to $2,000, The legislation added as a
condition for obtaining a fisheries business license
full payment of delinquent: taxes under AS 43,
seafood marketing assessments, employment
security contributions. OSHA penalties, and local

fishery sales taxes.

Fv ?jub Statistics

Fisheries License and Business Tax
“Ticense Fees and Tax Collection
Including penalties and interest
Less Winn Bnndle, Alaska Education
and Salmon Product Development &

Utilization Credits. §25 559 474
Number of Returns 745
Number of Taxpayers 524

Fisheries Business License Information
Shore-based Licenses Issued

Floating Licenses Issued 358
Exportei Licenses Issued 24
Total Licenses Issued 571
Program Cost $543.963
Sta INg cunl time equivalent) g 3
32



Tax Programs Detail

Motor Fuel Tax

AS 43.40

Description

Alaska levies the motor fuel tax on motor fuel
sold, transferred or used within Alaska. The
Division collects motor fuel taxes primarily from
wholesalers and distributors who hold "qualified
dealer" licenses issued by the Division.

Rates
Per Gallon Rate
Highway 80
Marine _ 50
Aviation Gasoline 470
Jet Fuel 3.20
Returns

Taxparers Tile returns and make payment
mont.h’y. There are four separate returns
goss;be depen,dm% on fuel tyhe. Returns can
e filed for diesel, gasoling, aviation and/or

gasohol.

The due date is the last day of the month
following the month of sale or taxable use.
Taxpayers can deduct 1% of the tax due. limited
to a maximum of $100 per return, as a timely
filing credit.

Refunds ,

Consumors may claim a refund for the full tax
rate if the consumer used the fuel for exempt
purposes; or for the difference between the tax
rate and 20 per gallon if the consumer used the

fuel off-highway.

Resellers, usual,lfy retailers, may claim a refund
for the full tax if the reseller paid the tax, and
then sold the fuel for exempt use and did not
collect the tax.

Exemptions .

In addition to sales hetween qualified dealers,
the following sales and use are exempt from
motor fuel tax:

Heating

Federal, state and local goverr nent agencies
Foreign flights (Jet fuel)

Exports

Power plants/utilities

Charitable institutions

Tax Division FY 2005 Annual Report

Gasohol (only fuel containing at least 10% alcohol
derived from wooa or seafood waste)
Bunker fuel (residual fuel oil or #6 fuel ail)

Disposition of Revenue ,

The Division dePosns nearly all revenue derived
from motor fuel taxes into the General Fund,
Revenue from each category of fuel is accounted
for separately in the Division's tax accounting
system.  For example, Proceeds from tax on
motor fuel used in hoats and watercraft are
deposited in a special watercraft fuel tax account
and proceeds from tax on motor fuel used in
highway vehicles are deposited in a special
highway fuel tax account within the General

Fund.

The Division shares with the respective
municipalities sth percent of taxes attributable to
aviation fuel sales at municipally owned or
operated airports. All other proceeds of the taxes
cn aviation fuel are paid into a special aviation
fuel tax account.

History

The motor fuel tax dates back to 1945 when the
legislature imposed a tax of 10 per gallon on all
motor fuel. Over time the legislature enacted
separate tax rates for each of the fuel categories
as they exist today. Motor fuel tax rates have

changed as follows

Highway Per Gallon
1945
1947 5
1955 50
1960 10
1%1 x
1964 10
1970 80

Gasohol Per Gallon
1997 80 and 20

(2t November through February where required)

Maréne Per Gallon
1945
1947 %8
1995 50
1957 20
19f ; 30
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Tax Programs Detail

Motor Fuel Tax

Marine (cont.) Per Gallon
1971
1977 50

Aviation Gasoline Per Gallon
1945 18
1947 2
1955 3
1968 8
1994 4,

Jet Fuel Per Gallon
1957 150
1968 2.50
1994 3.20

1994 - The legislature enacted a tax decrease
for bunker fuel.” The tax rate decreases from 5«
to 10 _i)er gallon on bunker fuel sales exceeding
4.1 million 8allons. The tax decrease sunset on

June 30,1998.

1997 - The gasohol exemption was repealed.
The legislature enacted a provision that reduces
the tax  on gasohol from 80 to 20 per gallon in
areas and at times when the use of gasohol is
required.  However, gasohol has not been
required since the winter of 2002-2003.
Therefore 8%asohol is currently taxed at the ful
tax rate of 80. In certain circumstances, gasohol
that is blended with at least 10% alcohol derived
from wood or seafood waste is fully exempt.

The legis'ature expanded the foreign flight
exemption to include fl&ghts originating  from
foreign countries in addition to the existing
exemption for flights with a foreign destination.
This legislation included a permanent exemption
for bunker fuel (residual fuel oil known as #6 fuel
oil) which nullified the 1994 bunker fuel tax rate

reduction.

Tax Division FY 2005 Annual Report

1998 - The Ieglslature, authorized taxpayers to
take a “bad debt" credit for sales deemed to be
worthless and for sales to persons who file
bankruptcy.

2003 - Motor Fuel Tax: Government Agency
Refunds. This legislation makes it easier for the
state to issue motor fuel excise tax refunds for
credit card purchases made by federal, state, and
local government agencies.

FY 2005 Statistics

Motor Fuel Tax T%x Collected
Highwa 29918920
Marine Fuel 4718509
Jet Fuel , 4,193 390
Aviation Gasoline 129,827
Penalties& Interest ,

Tax Collections $39.564,566

Less Aviation Fuel Tax Shared

Including.penalties alnd interest
: E5150 708§
Total Amount Retained oy State $39,413,85

Motor Fuel Type Gallons*
Highwa 364,919,370
Marine Fuel 99,486,265
Jet Fuel , 152,685,651
Aviation Gasoline 6,496,206

** Gallons noted may not compute if calculated as:

Gallons X Tax Rate = Tax Collected
Gallons are recorded on the tax returnand calculated based
on the return tax period, whereas tax collections are
calculated based on the amount received within a time
period and may include payments or refunds from a previous

tax period.

Number of Returns 3,462
Number of Taxpayers 248
Program Cost $293,147
Staffing (full time equivalent) 41
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

2006 LEGISLATIVE SESSION Bill Version. SB291-DOT-530-03-02-0
() Publish Date:

Revision Date/Time (Note if correction): Dept Affected: DOT&PF

Title Municipal Harbor Facility Grants RDU Administration & Support
Component Commissioner's Office

Sponsor Senator Stedman

Requester Component No 530

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012

Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

|CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type~Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2006) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2007 budget proposal:
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attach a separate page ifnecessary)

Based on current information, the Department anticipates it will be able to administer this program with
existing staff.

Prepared by:  John Manly Phone 465-8994

D vision Commissioner's Office  DOT&PF Date/Time 3/02/06 at 4:45 p.m.
Approved by:  Mike Barton, commissioner Date 3/2/2006
Agency DOT&PF
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