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AN ACT 

Relating to home rule city bonded indebtedness incurred for 
school construction . 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA: 

* Section 1. AS 29.58 is amended by adding new sections to 
read: 

Sec. 29 . 58.340 . BONDED INDEBTEDNESS FOR SCHOOL CON­
STRUCTION. A home rule city levying property taxes for 
schools, upon furnishing proof satisfactory to the Depart­
ment of Education and the Department of Community and 
Regional Affairs of the need for school facilities which, if 
provided , will require the city to exceed limits on authori­
zing or issuing bonds which may be established by charter, 
may exceed the limits to the extent necessary to pay costs 
of school construction . In this section "costs of school 
construction" means costs as defined in AS 43 . 18.lOO(g)(2) . 

Sec. 29.58 . 350 . BOND GUARANTEE FUND . (a} To guar­
antee payment by the state of the principal and interest of 
bonds issued under the enabling authority of sec. 340 of 
this chapter, there is in the Department of Community and 
Regional Affairs a special fund called the local school bond 
guarantee fund in which there shall be deposited all money 
appropriated by the legislature for the purpose of the fund 
and other money which may be made available for the purpose 
of the fund from any other source. Money in the fund shall 
be held and applied solely to further guarantee and provide 
an additional pledge of payment of all bonds issued under 
the provisions of sec. 340 of this chapter . Money shall not 
be withdrawn from the fund if a withdrawal would reduce the 
amount in the fund to an amount equal to less than the 
"maximum debt service reserve" (as defined in this section), 
except for payment of interest then due and payable on bonds 
and the principal of bonds then maturing and payable and for 
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the retirement of bonds in accordapce with the tex>ills of a 
contract between th€ municipality and lts bondholders a.rid 
for the payments on account of which interest or principal 
or retirement of bonds other money is not then available in 
~ccordance with the ~erms ot the contract. In this sect ion 
"maximum debt service reserve" means, as of any ·date of 
computation, the largest amount of money required by .. the 
terms of all contracts betweeh municipalities and their 
bondholders as to bonds issued under sec. 340 of this 
chapter to be raised in any succeeding calendar year for the 
payment of interest on and maturing principal of outstanding 
bonds and payments required by the terms of the contracts to 
sinking funds established for the payment or redemp t ion of 
the bonds; all calculated on the assumption that bonds will 
cease to be outstanding after the date of the computation by 
reason of the payment of b.0hds at their respective maturi­
ties and th~ t>"ayments 0f the required money to sinking funds 
and the application of the money in accordance with the 
terms o:f' the contracts to the retirement of bo·nds. 

(b) Money in t'he guarantee fund at any time in excess 
o:f' the maximum debt s·eI'vice reserve, whether by reason of 
investment or otherwise; may be withdrawn by the department 
and transferred to the _generai funa. 

(c ) Money at any time ih the guarantee fund may be 
invested in ahy direct obligation of, or obligations as to 
which principal and interest is guarant'eed by, the United 
States; the stat·e or a political subdivision. 

(d) For purp~ses oi' va.luation , i~\restments in the 
guarant·ee fund shall ·be valuea at the lowest of the par 
value, cost to the authority~ or market value of the invest ­
men'ts. Valuation on any particular date shall include the 
amount of .interest then earned 'or accrued to that date on 
any - money or investments in . the fund~ · 

(e) Other provisions bl' this -sect1on notwithstanding, 
no bond£ may be issued ~arrying the guarantee provided in 
't-his sectii.on unless there is in the .guarantee ;fund the 
lna-ximum oebt service reserve :ror all bonds then issued and 
outstanding and the bonds -about to 'be 1·ssuetl, bu't nothing 
;prevents or ·precludes -a municipality from s·atisfying the 
foregol'ng requirement by ~epositlng so much 01: the pr·oceeds 
o·f 1,he b'onds about tro b·e issued, ·upon their issuance, as is 
rreeded -to achieve the maximum debt service reserve . 

(f') In oraer to assure the ,fua1ntenance of the -maximum 
aebt s .erv-i.ce reserve in the guaraht·ee fund , there is autho­
rize·d to be ap.propr1at·ed anhua1Iy arfc;l 'paid 'to the authority 
?or deposit in 't'ne fund, ·such. sum, ,if ·any~ as "sh'all oe 
c-'erti'f'ied by t;he commissioner of community and re'gional 
a.'i'fai'.r's to 'the g'overnor 'as 1necessary to if'estore the "fund to 
an amoun't equa01 to the maximum debt 'servlce Yese:rve. The 
chail'ma.h ·shall annua°l"iy, 'before Dec-ember ·2, deliver to the 
go'vernor his c-ertiflcate ,st·id;i!lg the sum, if' any,, required 
to restore the funa 'to that amoun·t, and the sum so certified 
ls authorlzea 'to be appropriat·e'd and paia to the "fund durihg 
the then current state fiscal ;year 

(g-) Nothing 1-n this section 'may be consider·ed to cause 
b'onds-, ,payment oi' -which il.s _ guaranteed from -money in the fund 
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established under this section , to be in any way a debt or 
liability of the stat;e or any political subdivisio·n of the 
state other than the political subdivision issuing the 
bonds, and the bonds , whether or not payable from the 
maximum debt service reserve created and established under 
this section, shall not create or constitute an indebtedness, 
liabi lity or obligation of the state or be or constitute a 
pledge of the faith and credit of the state . 

* Sec . 2 . AS 29 . 13 . 100 is amended by adding a new paragraph 
to read: 

(35) AS 29.58 ,340 - 29 . 58 . 350 (bonded debt for 
school construction) 
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Permitted to b.ecome law without signature 
Actual e..(fec ti ve date: Au.gust 2 ~ ,, 197 4 




