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LETTER FROM THE

CHAIRPERSON

To all Alaskans:

The year 2013 marked the 38th year that the Alaska Municipal Bond Bank Authority (Bond Bank) has pro-
vided the low cost alternative for funding a wide range of Alaska's public works projects. These efforts
translate into a lower cost of facilities for each and every resident of those communities that access the
Bond Banks programs and resources. At the Bond Bank we are proud to be the stewards of this financial
resource available to all Alaskans.

The Bond Bank's strong credit saved Alaskans an estimated $19.8 million in 2013 while funding approxi-
mately $129 million in projects and refinancing $25 million of existing debt. Over the last 10 years the Bond
Bank has saved Alaskan communities over $100 million, and over the last 38 years has secured $1.3 billion
dollars for the construction of key projects including schools, roads, utilities, harbors, hospitals, and other
municipal facilities.

The Bond Bank helps Alaskan communities issue bonds at the lowest cost available. Some communities
rely on the Bond Bank due to a lack of familiarity with the financial markets, while others are driven by the
goal of seeking the lowest cost for their bonds.

The Bond Bank produces these savings for communities by careful management of the authority provided
to us, creatively utilizing our programs to capitalize on the strength of the State of Alaska to achieve high
credit ratings, combine smaller community bonds into larger more economic bond issues, and negotiate
lower costs to issue bonds.

In addition, the Bond Bank itself is self-supporting relying on NO state support from the general fund and
consistently providing dividend payments back to the State. Over the past 38 years the Bond Bank has
transferred $27.8 million to the State's general fund.

The savings achieved by the borrowing communities has directly reduced local taxpayer burden. In 2013
alone the Bond Bank entered into 17 municipal loan agreements for projects in 10 communities, resulting
in $153.5 million in bonds being issued. Of these, $25 million of bonds were issued to refinance older
general obligation bonds to achieve current and future savings over existing debt carried by communities.

As of June 30, 2013 the Bond Bank had $812.1 million of debt outstanding.

In accordance with Alaska Statute 44.85.100, we respectfully submit the attached year 2013 report of the
activities and financial condition of the Bond Bank.

We hope you share with us our pride in the Bond Bank's accomplishments this past year and we look for-
ward to serving any Alaskan community that seeks our expertise and assistance in the coming year.

Sincerely,

Mark Pfeffer

_ Alaska Municipal Bond Bank Authority



The Alaska Municipal Bond Bank Authority

The Bond Bank is a public corporation of the State
of Alaska created in 1975 to save Alaskan com-
munities money when they borrow for capital
projects. The Bond Bank achieves this by selling
its bonds at interest rates lower than most Alas-
kan municipalities can achieve, and by purchasing
these municipalities’ general obligation bonds,
revenue bonds, or other obligations at the same
rates.

The Bond Bank has a legal existence indepen-
dent of and separate from the State of Alaska.
Bonds issued by the Bond Bank are payable from
pledged Bond Bank funds. (For more information
please see Notes to Financial Statements.)

The powers of the Bond Bank are vested in its
Board of Directors. The membership of the Board
consists of five directors representing both the

public and private sector. The three private sector
Board members are appointed by the Governor
and serve fouryear terms. They are joined on the
Board by the Commissioner of Revenue and the
Commissioner of Commerce, Community & Eco-
nomic Development (or their assigned represen-
tatives).

The Board of Directors operates in accordance
with the Bond Bank Act (AS 44.85), its published
regulations (15 AAC144) and its by-laws.

The Bond Bank is restricted to a limit of $1 bil-
lion of bonds or notes outstanding. As of June 30,
2013, obligations totaled $812.1 million, allowing
for additional bond issuances of $187.9 million.

2013 Annual Report _



An Idea That Works

Alaska’s investment in the Bond Bank is realized in reduced payments in other State funded municipal pro-
grams as well as lower local tax requirements in Alaskan communities. The State manages reimbursement
programs for school projects through the Alaska Department of Education, certain other capital projects
through the Alaska Department of Transportation, and provides State match to health care facilities Medi-
care reimbursement rates. As communities are borrowing at lower interest rates through the Bond Bank
the State of Alaska pays less money in reimbursements to the communities eligible for these programs.

Alaskan communities taking advantage of the Bond Bank program over the last 10 years have realized sav-
ings of over $100 million. These communities may have low bond ratings, or although credit worthy have
not issued bonds, have little outstanding debt, or lack investor familiarity. The Bond Bank has high credit
ratings and frequently issues bonds and uses these attributes to meet the capital needs of Alaska. The
Bond Bank is efficient enough that some larger communities, that routinely issue their own bonds, find that
the Bond Bank’s services result in less expense, especially for small bond issues.

Helping Alaskan Communities

The Bond Bank is organized to work with all Alaska's municipalities in funding their capital needs at the
lowest cost. From the time a municipality contacts the Bond Bank, legal and financial professionals with
extensive experience in Alaska financing begin working with municipal managers to identify and

develop the most advantageous financing program for the community.

The Bond Bank is able to reduce municipalities' costs
of issuing bonds by including multiple communities in
a bond issue for operational efficiency.
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Issuing Bonds

The Bond Bank issues primarily tax-exempt, but
also taxable bonds. Purchasers of these bonds in-
clude bond mutual funds, institutional investors,
insurance companies, and private individual in-
vestors. Purchasers of tax exempt bonds do not
have to pay federal income taxes on the interest
income received, and as a result, receive lower in-
terest rates.

The Bond Bank adds to efficiency by pooling multi-
ple municipal bond issues into a single Bond Bank
issue. This is accomplished by selling one larger
Bond Bank bond issue to fund a number of smaller
community bond issues.

Bond issues of the Bond Bank are typically re-
viewed by at least one of the national rating agen-
cies. The 2005 general obligation bond resolution
program of the Bond Bank is rated by both Moody's
Investors Service and Fitch Ratings. These bonds
receive an AA+ rating from Fitch and an AaZ2 rating

from Moody's. Both of these ratings are consid-
ered "investment grade,” and are just one notch off
the best possible credit rating in the case of Fitch,
and two notches for Moody's. Maintenance of
these high ratings is crucial to achieving the mis-
sion of the Bond Bank, as it directly correlates to
the ability to borrow money at lower interest rates.

An important reason for the Bond Bank's favorable
bond rating and lower borrowing costs is that it
secures its bonds with reserve funds supported
by the “moral obligation” of the State of Alaska.
Starting in fiscal year 2009 the State has demon-
strated the depth of this pledge by annually ap-
propriating an unlimited amount in the operating
budget to replenish Bond Bank reserves if there
is a default. This appropriation is included in the
fiscal year 2014 operating budget.

The Bond Bank has Funded Projects
in the following Communities:

City of Kaktovik

City of Wasilla

City of King Cove

Haines Borough

City of North Pole

City of Cordova

City of Adak

Municipality of Anchorage
City of Craig

Fairbanks North Star Borough
Inter-Island Ferry Authority
City of Valdez

City of Hoonah
Matanuska-Susitna Borough

City & Borough of Yakutat
City of Kodiak

City of Sand Point

City of Petersburg

Bristol Bay Borough
Aleutians East Borough
City of Bethel

City of Unalaska

City of Kenai

Ketchikan Gateway Borough
City of Palmer

City of Seward

City of Skagway
Northwest Arctic Borough

City of Soldotna

Kodiak Island Borough
City of Wrangell

City of Ketchikan

City of Homer

Kenai Peninsula Borough
City of Dillingham

City & Borough of Sitka
Lake & Peninsula Borough
City & Borough of Juneau
City of Nome

City of Galena

City of St. Paul

City of Fairbanks
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2005 Bond indenture

In Fiscal Year 2006 the Bond Bank created the
2005 lending program that allows both general ob-
ligation bond and revenue bond loans through the
issuance of general obligation bonds of the Bond
Bank. All bonds issued during Fiscal Year 2013
were issued under the 2005 bond indenture. The
ability to pool all general obligation and revenue
bonds provides greater operational efficiency for
the Bond Bank and provides additional flexibility
and savings to communities. Other than certain
lease backed obligations, all future lending is antic-
ipated to flow through the 2005 program.

Bonds issued by the Bond Bank to purchase mu-
nicipal general obligation bonds under the 2005

program are secured by:

» For general obligation loans the full faith and credit
of each respective community with no taxing lim-
itation.

» For revenue bond loans the revenues for the facility
or enterprise being financed

» The Bond Bank's general obligation debt service
reserve fund.

» All unobligated Bond Bank assets.

» The statutory right of the Bond Bank, in the event
of default, to demand and receive any funds held by
a state agency which are payable to the defaulting
municipality.

» The moral obligation of the State of Alaska to main-
tain the debt service reserves at their required lev-
els.

» The commitment to seek current year State fund-
ing for reserve replenishment. This is currently
funded in the State's FY2014 operating budget, and
has been requested for FY2015.

General Obligation Bonds

The majority of the Bond Bank’s bonds have been
issued to fund general obligation loans. Commu-
nities typically issue general obligation bonds to
finance facilities that do not generate revenue,
such as schools, roads, public safety and munic-
ipal buildings. Such bonds must be approved by

the municipal voters.

Revenue Bonds

The Bond Bank also funds loans for communi-
ty revenue bonds that are used to finance reve-
nue-producing capital improvements such as utili-
ty or port facilities. Because they are not secured
by a municipality’s taxing power, such bonds do
not normally require municipal voter approval.
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CURRENT FINANCING
FY13 GENERAL OBLIGATION BOND ISSUES

$21,190,000 - 2012 Series Three

e Haines Borough — Refinanced USDA Sewer Loan
for Over 25% Savings

e City of Petersburg — New Library Facility

e City & Borough of Juneau — Auke Bay School Con-
struction & Refinanced Prior Bonds for Over 13%
Savings

20 year: True Interest Cost 1.75%

$96,045,000 — 2013 Series One

e City & Borough of Sitka — Improvements and Ex-
pansion of Electric Generation System & ANB
Boat Harbor

e City & Borough of Juneau — Refinanced Bartlett
Regional Hospital Revenue Bonds for Over 13%
Savings & New School Construction

e Ketchikan Gateway Borough — School District
Capital Projects

e Kenai Peninsula Borough — New Fire and Emer
gency Services Facility (Bear Creek)

e Kodiak Island Borough — School District Capital
Projects

e City of Sand Point — Small Boat Harbor Improve-
ments

35 year (Varies by Community): True Interest Cost
3.61%

$36,255,000 — 2013 Series Two
e City of Homer — Small Boat Harbor Improvements

e City of Ketchikan — Electric Generation System
Improvements / Expansion

e Municipality of Skagway — Small Boat Harbor Im-
provements

e Kodiak Island Borough — LTC Facility, Leased to
Providence Health and Services, a 501(c)(3) Orga-
nization

e Bond Bank 2002 Series A — Revenue Bonds Refi-
nanced for Over 3% Savings

20 year: True Interest Cost 3.40%

ISSUED AMOUNTS ARE INCLUSIVE OF
RESERVE OBLIGATIONS



Leveraging Alaska's Strong Credit Rating

Since 1975 the Bond Bank has relied, in part, on the State's strong credit rating to borrow at lower interest
rates. During these 38 years all Bond Bank debt service has been paid by the municipal borrowers, but
the amount of interest they paid was significantly reduced. This includes almost $20 million in savings in
fiscal year 2013.

The reserve funds are available to cure defaults, should they occur, and sized to an amount equal to 125%
of average debt service over the life of all bond issues in the specific program. For the 2005 loan program
there is flexibility to use any combination of bond bank assets, bond proceeds, or surety policies to satisfy
reserve requirements, and as the reserve is pooled, the June 30, 2013 balance of $43.2 million is equivalent
to many years of debt payments on even the largest of borrower loans.

Uses of Bond Proceeds—-Inception to Date

Does Not Include Refundings

Airports
: $12 Mill L
Roads & Transportation 7" Municipalities
$22 Million $26 Million

Public Services
$55 Million

Water/Sewer
$49 Million

Education/Schools
$535 Million Utilities
$200 Million

Community
$113 Million

_ Harbor/Ports
Hospitals $137 Million
$214 Million
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THE

BOARD OF DIRECTORS

The Bond Bank has five directors consisting of three public members appointed by the Gov-
ernor, the Commissioner of Revenue, and the Commissioner of Commerce, Community and
Economic Development.

The Commissioners may appoint delegates to serve in their place.

Mark Pfeffer

Chairman
Term Expires: July 15, 2017

Mr. Pfeffer was originally appointed to the Board on October 10, 2001. Mr. Pfeffer is a registered architect
who owns an architectural practice in Anchorage, Alaska. He is active in the development, design and
management of commercial real estate projects, many of which include public/private partnerships. He is
President of Pfeffer Development, LLC. Mr. Pfeffer received a Bachelor of Architecture Degree from the
University of Nebraska in 1980.

Luke Welles

Vice Chairman
Term Expires: July 15, 2015

Mr. Welles was originally appointed to the Board on May 21, 2008. Mr. Welles became Vice President of
Finance of the Arctic Slope Native Association, Ltd in March 2011. Prior to his current job he served as
Chief Financial Officer of LifeMed Alaska, LLC, which provides medivac services in Alaska. Previously, Mr.
Welles was the Chief Financial Officer for the Yukon Kuskokwim Healthcare Corporation which administers
healthcare in 52 rural communities including a hospital located in Bethel, Alaska. He has management ex-
perience in healthcare, civil construction and commercial real estate. Over the past 15 years he has served
on several economic development commissions in the State, as a city council member in Homer, Alaska
and on multiple boards. Mr. Welles received a Bachelor of Arts Degree in Foreign Service and International
Business from Baylor University in 1989.

Gregory Gursey

Member
Term Expires: July 15, 2014

Mr. Gursey was appointed to the Board on June 22, 2009. Mr. Gursey became President of Benefit Bro-
kers, Inc. in 2001, after working as Vice President of Investments for Wedbush Morgan Securities for 11
years. Mr. Gursey also serves as a FINRA industry arbitrator in both civil and industry arbitration cases.
After graduating from the University of Alaska Anchorage with a degree in finance, Mr. Gursey became
involved with the University of Alaska Foundation. He served as the first Chairman of the UAA College of
Fellows, served as a Trustee to the UA Foundation, and was a member of the Investment Committee to
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the UA Foundation. Mr. Gursey has served on both the State of Alaska Dental Examiner’s Board and the
U.S Treasury Department'’s Taxpayer Advocacy Panel. He served on the Investment Commission for the
Municipality of Anchorage and several other local boards.

Pamela Leary
Member

Ms. Leary is the first delegate for Angela Rodell, Commissioner of the Department of Revenue. Ms. Leary
is the Director for the State of Alaska's Department of Revenue, Treasury Division and the Deputy Treasurer
of the Alaska Municipal Bond Bank. She began her career as an auditor with Price Waterhouse and became
partner in the firm PricewaterhouseCoopers, advising clients in various disciplines including securities lit-
igation and bankruptcy. After moving from New York to Alaska, Ms. Leary first owned her own business
and then reentered the accounting profession at the Alaska Permanent Fund Corporation prior to joining the
Alaska Treasury. She holds a Bachelor of Science degree in Economics from the Wharton School, University
of Pennsylvania and is a Certified Public Accountant in the State of Alaska.

Ted Leonard

Member

Mr. Leonard is the first delegate for Susan Bell, Commissioner of the Department of Commerce, Commu-
nity and Economic Development. Mr. Leonard was appointed Executive Director of the Alaska Industrial
Development and Export Authority (AIDEA) on May 19, 2008. He was most recently the Deputy Commis-
sioner of the Department of Commerce, Community and Economic Development. In the Deputy Com-
missioner capacity, he oversaw the regulatory divisions of the department which included the Division of
Insurance, the Division of Banking and Securities, and the Division of Corporations, Business and Profes-
sional Licensing. He served as the Commissioner’s designee on the boards of the Alaska Housing Finance
Corporation, Alaska Aerospace Development Corporation, and Alaska Community Service Commission.
Mr. Leonard has worked for the last 19 years in both the government and private sector in the areas of
finance and accounting in Alaska including the Mat-Su and Lower Kuskokwim School Districts as well as
the City of Dillingham. He also served as the Director of Finance and Administrative Services for the City
of Wasilla. He received his undergraduate degree from the College of Idaho and a Masters of Management
from Willamette University. He is a Certified Management Accountant and Senior Professional in Human
Resources.
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The State’s Department of Revenue, Treasury Division, fulfills management and administra-
tive responsibilities for the Bond Bank.

Deven Mitchell

Executive Director
Appointed April 7, 1998

Mr. Mitchell also serves as State Debt Manager and Investment Officer in the Department of Revenue
— Division of Treasury. He was appointed Executive Director of the Bond Bank in 1998. Mr. Mitchell has
worked for the State Department of Revenue since 1992. He previously held several positions in Alaska
financial institutions. Mr. Mitchell holds a Bachelor of Science Degree in Business Administration from
Northern Arizona University.

Ryan Williams

Operations Research Analyst

Mr. Williams is the Operations Research Analyst for the State of Alaska Department of Revenue, Treasury
Division, and has worked with the Department since 2009. Mr. Williams supports the Bond Bank by provid-
ing analysis on operating activities, and assists the Executive Director on special projects to help facilitate
lending. Mr. Williams holds a Bachelor of Science degree in Business Administration from the Marshall

School of Business, University of Southern California, with a concentration in International Business.

Rather than employ staff, the Bond Bank contracts in the private sector for a wide range of pro-
fessional services. The Executive Director coordinates the activities of these professionals in-
cluding bond counsel, financial advisor, accountants, auditors, fund trustees, bond trustees and
clerical support.
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MANAGEMENT'S

DISCUSSION AND ANALYSIS

This Management'’s Discussion and Analysis (MD&A) is required by GASB Statement 34, a standard es-
tablished by the Governmental Accounting Standards Board. This section is intended to make the financial
statements more understandable to the average reader who is not familiar with traditional accounting
terminology.

This financial report has two integral parts: this MD&A and the financial statements with the accompanying
notes that follow. Together, they present the Alaska Municipal Bond Bank Authority’s (Bond Bank) financial
performance during the fiscal year ended June 30, 2013. Summarized prior fiscal year information is shown
within this MD&A, as needed, for comparative purposes.

Required Financial Statements

GASB 34 requires two types of financial statements: the Statement of Net Position and Governmental
Fund Balance Sheets and the Statement of Activities and Governmental Fund Revenues, Expenditures
and Changes in Fund Balances/Net Position. These statements report financial information about the Bond
Bank's activities using accounting principles generally accepted in the United States of America. In addition
to the basic financial statements, the Notes to Financial Statements provide information that is essential to
a full understanding of the data provided in the basic financial statements.

Financial Highlights

During fiscal year 2013, the Bond Bank entered into 17 municipal loan agreements for projects in 10 com-
munities, resulting in $153.5 million in bonds being issued. $25 million of the current year issuances were
used to defease older general obligation and revenue bonds. Bond Bank bond activity in FY2013 resulted
in approximate present value savings of $19.8 million to the borrowing communities. In comparison, the
Bond Bank's activity level and community benefit in FY2012 was an issuance of $149.4 million to fund 19
community projects and provided present value savings of $17.2 million to borrowing communities.

During Fiscal Year 2013, the Bond Bank defeased the remaining principal reserve obligations of the 1976
Resolution reserves and released the excess funds to its custodial account. The total transfer of excess
funds to the Bond Bank’s custodial account in August 2012 was approximately $16 million.

Statement of Net Position

The Statement of Net Position reports assets, liabilities and net position of the Bond Bank.

Assets

Assets represent 1) The value of the Bond Bank's investments and investment income receivable on the
financial statement dates, recorded at fair market value, and 2) Bond principal and interest payments re-
ceivable from municipalities. The investments generate income for the Bond Bank, used to meet reserve
requirements and pay operating costs. Historically excess operating account earnings were transferred to
the State of Alaska’s (State) general fund each year. The fiscal year ending June 30, 2013 marked the sixth
consecutive year that the State operating budget has appropriated any excess earnings of the operating
account to the Bond Bank's reserve fund (HB 65, Sec. 28). Interest received on bonds purchased from mu-
nicipalities is used to pay the Bond Bank's corresponding interest payments on the bonds that it has issued.
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ALASKA MUNICIPAL BOND BANK AUTHORITY
(A Component Unit of the State of Alaska)

Liabilities
Liabilities represent claims against the fund for 1) goods and services provided before the financial state-

ment date but not yet paid for at that date, and 2) interest and bond payments due to purchasers of the
Bond Bank’s bonds after the financial statement date.

Restricted and Unrestricted Net Position

Net position is comprised of two components. The restricted portion reflects monies maintained in sepa-
rate trust accounts where their use is limited by applicable bond covenants for repayment of bonds. The
unrestricted portion reflects monies that are available for any authorized purpose of the Bond Bank.

The following table shows the value of Bond Bank assets summarized as of June 30, 2013 and 2012, as
well as liabilities and net position:

Changes from 2012 to 2013

As of June 30, Increase/(Decrease)
2013 2012 Dollars Percent
Assets:
Cash and investments $ 76,930,862 % 86,872,475 $ (9,941,613) -11.44%
Bonds and bond interest receivable 804,503,292 720,187,057 84,316,235 11.71%
Total assets 881,434,154 807,059,532 74,374,622 9.22%
Liabilities:
Accounts payable and accrued liabilities 1,106,446 1,762,342 (655,896) -37.22%
Bonds and bond interest payable 822,928,810 744,497,389 78,431,421 10.53%
Total liabilities 824,035,256 746,259,731 77,775,525 10.42%
Net Position:
Restricted 43,084,377 46,808,431 (3,724,054) -7.96%
Unrestricted 14,314,521 13,991,370 323,151 2.31%
Total net position $ 57,398,898 $ 60,799,801 $ (3,400,903) -5.59%

The Bond Bank's investments are all held in U.S. Government securities.

The increase in bonds and bond interest receivable, as well as in bonds and bond interest payable, reflects
the issuance of approximately $153.5 million in new bonds and loans during the year, net of principal pay-
ments on bonds previously issued of approximately $52 million, and bond defeasances of approximately
$25 million.

Included in the restricted net position are Bond Bank funds placed into separate accounts in accordance
with the reserve requirements of each bond indenture. A portion of the decrease represents the diminish-
ment in reserve requirement due to an amendment to the 1976 Resolution.
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MANAGEMENT'S DISCUSSION AND ANALYSIS, CONTINUED

Statement of Activities

The statement of activities shows how the Bond Banks' net position changed during the most recent fiscal
year.

Revenues

Revenues include total return on investments and interest payments received from municipalities. Earn-
ings on investments include interest on fixed income marketable securities and the change in fair market
value of those investments.

Expenses

Expenses include interest payments made to bond holders who purchased the Bond Bank’s bonds, pay-
ments made to the State of Alaska and operating expenses. Operating expenses include all expenditures
required to issue bonds during the current year and include in-house expenses, as well as external consul-
tant fees. Expenses are subtracted from revenues.

The following is a condensed statement of the Bond Banks' changes in net position:

Changes from 2012 to 2013

As of June 30, Increase/(Decrease)
2013 2012 Dollars Percent
Revenues:
Interest income on bonds receivable  $ 33,822,568 $ 31,646,543  $ 2,276,025 7.21%
Investment earnings 74,580 1,829,271 (1,754,691) -95.92%
Total income 33,897,148 33,375,814 521,334 1.56%
Expenses:
Interest expense on bonds payable 35,329,425 32,806,291 2,523,134 7.69%
Operating expenses 723,116 531,544 191,572 36.04%
Total expenses 36,052,541 33,337,835 2,714,706 8.14%
Other financing sources
Loan forgiveness - IFA bonds (1,245,510) - (1,245,510) -100.00%
Transfers from primary government - 14,500,000 (14,500,000) -100.00%
Change in net position (3,400,903) 14,537,979 (17,938,882) -123.39%
Net position, beginning of period 60,799,801 46,261,822 14,537,979 31.43%
Net position, end of period $ 57,398,898 § 60,799,801 $  (3,400,903) -5.59%

Interest income and expense on bonds receivable and payable are a function of the total amount of bonds
outstanding, the age of the bonds and the interest rates at which they are issued. The increases in both of
these line items of $2.3 million (interest income) and $2.5 million (interest expense) are consistent with the
increase in bond receivable and payable balances, respectively.

Investment earnings are a function of market conditions. The Bond Bank uses other assets to subsidize
debt service during times of low investment returns in bond reserve funds. The decrease in net position is
primarily due to lower investment earnings, IFA bond loan forgiveness, and increased interest expense due
to new bond issuances and cash defeasance of reserve obligations.
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ALASKA MUNICIPAL BOND BANK AUTHORITY
(A Component Unit of the State of Alaska)

Governmental Funds

The governmental funds include the General Fund, which accounts for the primary operations of the Bond
Bank, and the Debt Service Fund, which accounts for the resources accumulated and payments made on
the long-term debt of the Bond Bank. The primary difference between the governmental funds balance
sheet and the statement of net position is the elimination of interfund payables and receivables. Bond
proceeds are reported as other financing source in the governmental funds statement of revenues and
expenses and this contributes to the change in fund balance. In the statement of net position, however,
issuing debt increases long-term liabilities and does not affect the statement of activities. Similarly, repay-
ment of debt principal is recorded as expenditure in the governmental funds statement of revenues and
expenses and reduces the liability in the statement of net assets.

The following tables show governmental funds' condensed balance sheets and statements of revenues,
expenditures and changes in fund balances.

General Fund

Changes from 2012 to 2013

As of June 30, Increase/(Decrease)
2013 2012 Dollars Percent
Assets:
Cash, investments and related
accrued interest $ 23,423,264 % 7,568,286 $ 15,854,978 209.49%
Bonds and bond interest receivable 2,102,377 2,639,101 (536,724) -20.34%
Interfund receivable 3,307,959 5,641,565 (2,333,606) -41.36%
Total assets 28,833,600 15,848,952 12,984,648 81.93%
Liabilities:
Accounts payable and accrued liabilities 299,699 97,007 202,692 208.95%
Fund Balance:
Restricted for debt service 13,016,771 1,689,200 11,327,571 670.59%
Unassigned 15,517,130 14,062,745 1,454,385 10.34%
Total fund balance 28,533,901 15,751,945 12,781,956 81.15%
Total liabilities and fund balance $ 28,833,600 $ 15,848,952 $§ 12,984,648 81.93%

2013 Annual Report _



MANAGEMENT'S DISCUSSION AND ANALYSIS, CONTINUED

Debt Service Fund
Changes from 2012 to 2013

As of June 30, Increase/(Decrease)
2013 2012 Dollars Percent
Assets:
Cash, investments and related
accrued interest $ 53,607,598 $ 79,304,189 $ (25,796,591) -32.53%
Bonds and bond interest receivable 802,400,915 717,547,956 84,852,959 11.83%
Total assets 855,908,513 796,852,145 59,056,368 7.41%
Liabilities:
Accounts payable and accrued liabilities 806,747 1,665,335 (858,588) -51.56%
Interfund payables 3,307,959 5,641,565 (2,333,606) -41.36%
Total liabilities 4,114,706 7,306,900 (3,192,194) -43.69%
Fund Balance:
Restricted for debt service 851,793,807 789,545,245 62,248,562 7.88%
Total liabilities and fund balance $ 855908513 $ 796,852,145 $§ 59,056,368 7.41%

General Fund
Changes from 2012 to 2013

As of June 30, Increase/(Decrease)
2013 2012 Dollars Percent

Revenues:

Interest income $ 22,221 $ 120,837 3 (98,616) -81.61%
Expenditures:

Operating expenses 723,116 531,544 191,572 36.04%
Excess (deficiency) of revenues
over expenditures (700,895) (410,707) (290,188) -70.66%
Other financing sources (uses) - transfers 13,482,851 1,970,774 11,512,077 584.14%
Excess (deficiency) of revenues and
transfers over expenditures 12,781,956 1,560,067 11,221,889 719.32%
Fund balance, beginning of period 15,751,945 14,191,878 1,560,067 10.99%

Fund balance, end of period $ 28,633,901 $ 15,751,945 $ 12,781,956 81.15%

Contacting the Bond Bank’s Financial Management

This financial report is designed to provide our customers, investors, and creditors with a general over-
view of the Bond Bank'’s finances and to demonstrate the Bond Bank’s accountability of its assets. If
you have any questions about this report or need additional financial information, contact the Executive
Director of the Bond Bank at (907) 465-3409.
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ALASKA MUNICIPAL BOND BANK AUTHORITY
(A Component Unit of the State of Alaska)

Debt Service Fund

Changes from 2012 to 2013

As of June 30, Increase/(Decrease)

2013 2012 Dollars Percent
Revenues:
Interest income on bonds receivable  $ 33,760,463 $ 31,516,916 $ 2,243,547 7.12%
Investment earnings 114,464 1,738,061 (1,623,597) -93.41%
Total revenues 33,874,927 33,254,977 619,950 1.86%
Expenditures:
Interest payments 33,406,972 33,020,882 386,090 1.17%
Principal payments 52,031,032 57,902,061 (5,871,029) -10.14%
Total expenditures 85,438,004 90,922,943 (5,484,939) -6.03%
Excess (deficiency) of revenues
over expenditures (51,563,077) (57,667,966) 6,104,889 10.59%
Other financing sources (uses):
Bond proceeds 153,490,000 149,405,000 4,085,000 2.73%
Loan proceeds - 7,000,000 (7,000,000) -100.00%
Payments to Bond Escrow Agent (24,950,000) (82,360,000) 57,410,000 69.71%
Loan forgiveness - IFA bonds (1,245,510) - (1,245,510) -100.00%
Transfers (13,482,851) 12,529,226 (26,012,077) -207.61%
Total other financing sources (uses): 113,811,639 86,574,226 27,237,413 31.46%
Excess of revenues and transfers over
expenditures 62,248,562 28,906,260 33,342,302 115.35%
Fund balance, beginning of period 789,545,245 760,638,985 28,906,260 3.80%
Fund balance, end of period $ 851,793,807 $ 789,545,245 $§ 62,248,562 7.88%

Long-term Debt

At June 30, 2013 the Bond Bank had $812,136,495 of bonds and notes outstanding up 10.4% from
$735,627527 at June 30, 2012. This debt is secured by the assets of the Bond Bank, except for the Coastal
Energy notes payable, see note (5) to the financial statements.

As discussed in the previous sections, net increase in 2013 long term debt balances is due to new bond
issuances for loans to communities.

Outstanding long term debt is comprised of the following bonds and loans at year end:

Changes from 2012 to 2013

As of June 30, Increase/(Decrease)

2013 2012 Dollars Percent
GO bonds payable $ 783,545,000 $ 677,075,000 $ 106,470,000 15.72%
Revenue bonds payable 18,010,000 47,870,000 (29,860,000) -62.38%
Coastal Energy notes payable 10,581,495 10,682,527 (101,032) -0.95%
$ 812,136,495 $ 735,627,527 $ 76,508,968 10.40%
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Independent Auditor's Report

To the Board of Directors
Alaska Municipal Bond Bank Authority
Juneau, Alaska

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and
each major fund of the Alaska Municipal Bond Bank Authority (the Authority), a component
unit of the State of Alaska, as of and for the year ended June 30, 2013, and the related
notes to the financial statements, which collectively comprise the Authority’s basic financial
statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States
of America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material
misstatement. An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity's preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities and each major
fund of the Alaska Municipal Bond Bank Authority, as of June 30, 2013, and the respective
changes in financial position for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of
the international BDO network of independent member firms.

BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages I-VIlI be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to
be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information
for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Alaska Municipal Bond Bank Authority’s basic financial
statements. The supplemental schedule of statutory reserve accounts - assets, liabilities and
account reserves are presented for purposes of additional analysis and are not a required
part of the basic financial statements. The supplementary information is the responsibility
of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements
and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures
in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the supplementary information is fairly stated, in all material respects, in
relation to the basic financial statements as a whole.

Ao USh LLf

September 30, 2013
Anchorage, Alaska
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STATEMENT OF NET POSITION AND
GOVERNMENTAL FUNDS BALANCE SHEETS

JUNE 30, 2013

ASSETS

Cash and cash equivalents
Investments, at fair value (note 4)
Accrued interest receivable:
Bonds receivable
Investment securities
Bonds receivable (note 5)

Interfund receivables

Total assets

LIABILITIES

Accounts payable
Principle and interest payments received in advance
Accrued interest payable
Due to Primary Government
Interfund payables
Long-term liabilities (notes 5 and 6):
Portion due or payable within one year:
General obligation bonds payable
Revenue bonds payable
Other long-term debt
Portion due or payable after one year:
General obligation bonds payable
Revenue bonds payable
Other long-term debt

Total liabilities

FUND BALANCES/NET POSITION

Fund balances:
Restricted (note 2)
Unassigned

Total fund balances

Total liabilities and fund balances

Net position:
Restricted (note 2)
Unrestricted

Total net position

Debt Service j of

General Fund Fund Total (Note 7) Net Position
$ 1,625,090 $ 5,413,938 7,039,028 $ - $ 7,039,028
21,740,707 47,866,436 69,607,143 - 69,607,143
1,867 10,564,420 10,566,287 - 10,566,287

57,467 227,224 284,691 - 284,691
2,100,510 791,836,495 793,937,005 - 793,937,005
3,307,959 - 3,307,959 (3,307,959) -
$ 28,833,600 $ 855,908,513 884,742,113 (3,307,959) 881,434,154
$ 299,699 $ - 299,699 - 299,699
- 806,747 806,747 - 806,747
- - - 10,792,315 10,792,315
- 3,307,959 3,307,959 (3,307,959) -
- - - 42,980,000 42,980,000
- - - 1,195,000 1,195,000
- - - 4,405,166 4,405,166
- - - 740,565,000 740,565,000
- - - 16,815,000 16,815,000
- - - 6,176,329 6,176,329
299,699 4,114,706 4,414,405 819,620,851 824,035,256
13,016,771 851,793,807 864,810,578 (864,810,578) -
15,617,130 - 15,617,130 (15,517,130) -
28,533,901 851,793,807 880,327,708 (880,327,708) -

$ 28,833,600 $ 855,908,513 884,742,113

43,084,377 43,084,377
14,314,521 14,314,521
$ 57,398,898 $ 57,398,898

The accompanying notes to the financial statements are an integral part of these statements.
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ALASKA MUNICIPAL BOND BANK AUTHORITY
(A Component Unit of the State of Alaska)

STATEMENT OF ACTIVITIES AND GOVERNMENTAL FUNDS
STATEMENTS OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES/NET POSITION

FOR THE YEAR ENDED JUNE 30, 2013

Debt Service Adj! S of
General Fund Fund Total (Note 7) Activities
Revenues:
Investment earnings $ (39,884) $ 114,464 $ 74,580 $ - $ 74,580
Interest income on bonds receivable 62,105 33,760,463 33,822,568 - 33,822,568
Total revenues 22,221 33,874,927 33,897,148 - 33,897,148
Expenditures / expenses:
Debt service:
Principal payments - 52,031,032 52,031,032 (52,031,032) -
Interest payments / expense - 33,406,972 33,406,972 1,922,453 35,329,425
Professional services 524,913 - 524,913 - 524,913
Personal services 154,190 - 154,190 - 154,190
Administrative travel 29,227 - 29,227 - 29,227
Office expense 14,786 - 14,786 - 14,786
Total expenditures / expenses 723,116 85,438,004 86,161,120 (50,108,579) 36,052,541
Excess (deficiency) of revenues
over expenditures / expenses (700,895) (51,563,077) (52,263,972) 50,108,579 (2,155,393)
Other financing source / (uses):
Proceeds of bonds payable - 128,585,000 128,585,000 (128,585,000) -
Proceeds from bond refunding - 24,905,000 24,905,000 (24,905,000) -
Payments to bond escrow agent - (24,950,000) (24,950,000) 24,950,000 -
Loan forgiveness - IFA bonds - (1,245,510) (1,245,510) - (1,245,510)
Transfers to/from Custodial Fund 13,258,081 (13,258,081) - - -
Transfers - internal activities 224,770 (224,770) - - -
Total other financing sources / (uses) 13,482,851 113,811,639 127,294,490 (128,540,000) (1,245,510)
Net change in fund balance /
net position 12,781,956 62,248,562 75,030,518 (78,431,421) (3,400,903)
Fund balances / net position:
Beginning of the year 15,751,945 789,645,245 805,297,190 (744,497,389) 60,799,801
End of the year $ 28,533,901 $ 851,793,807 $ 880,327,708 $ (822,928,810) $ 57,398,898

The accompanying notes to the financial statements are an integral part of these statements.
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NOTES

TO FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE 30, 2013

m History/Reporting Entity

The Alaska Municipal Bond Bank Authority (Authority or Bond Bank) was created pursuant to Alaska Stat-
ute, Chapter 85, Title 44, as amended, (Act) as a public corporation and instrumentality of the State of
Alaska (State), but with a legal existence independent of and separate from 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 other authorized purposes by means of issuance of bonds by the Authority
and use of proceeds from such bonds to purchase from the municipalities their general obligation and rev-
enue bonds. The Authority commenced operations in August 1975.

The bonds are obligations of the Authority, payable only from revenues or funds of the 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 to the bonds. The municipal bonds and municipal bond payments,
investments thereof and proceeds of such investments, if any, and all funds and accounts established by
the bond resolution to be held by the Trustee (with the exception of the Coastal Energy Loan Debt Service
Program, which is administered by the Authority) are pledged and assigned for the payment of bonds.

AS 44.85.180(c) was enacted in 1975, limiting Bond Bank outstanding bonds at any time to $150 million.
This Statue has been periodically amended to raise the limit. In fiscal year 2013, the limit is $1 billion. Total
Bond Bank bonds and notes outstanding as of June 30, 2013 are approximately $812.1 million. Thus, the
limit on additional bond issuance as of June 30, 2013 is approximately $187.9 million.

B Summary of Significant Accounting Policies

The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for estab-
lishing governmental accounting and financial principles. The most significant of the Authority's accounting
policies are described below.

(a) Government-wide and Fund Financial Statements

The government-wide statement of net position and the statement of activities report information
on all of the activities of the Authority. For the most part, the effect of interfund activity has been
removed from these statements. The balance sheet and statement of revenues, expenditures and
changes in fund balances are provided for governmental funds.

(b) Measurement Focus, Basis of Accounting, and Financial Statement
Presentation

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows. Governmental
fund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized as soon as they are both mea-
surable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
government considers revenues to be available if they are collected within 180 days of the end of the
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ALASKA MUNICIPAL BOND BANK AUTHORITY
(A Component Unit of the State of Alaska)

current fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures are recorded only when payment is due.

The Authority reports the following major governmental funds:

The General Fund is the Authority’s primary operating fund. It accounts for all financial resources
of the Authority, except those required to be accounted for in another fund. The Authority adopts an
annual budget for the operating account only which does not encompass entire operations of the
General Fund, therefore, budgetary comparison information for the General Fund is not presented.

The Debt Service Fund accounts for the resources accumulated and payments made for principal
and interest on long-term debt of the Authority. The Authority does not adopt a budget for the Debt
Service Fund because it is not legally required to do so.

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

General Fund

The General Fundis comprised of a Custodian Account and an Operating Account. The Custodian
Account is established to account for appropriations by the State of Alaska Legislature available
to fund the Special Reserve Accounts. The Operating Account is established to account for the
ordinary operations of the Authority. Moneys are derived from the following sources: (a) amounts
appropriated by the Legislature, (b) fees and charges collected, (c) income on investments of the
Statutory Reserve Account in excess of required debt service reserves required by bond resolu-
tions and (d) any other moneys made available for purposes of the General Fund from any other
source.

Amounts in the Operating Account may be used to pay (a) administrative expenses of the Author
ity, (b) fees and expenses of the Trustee and paying agents, (c) financing costs incurred with re-
spect to issuance of bonds and (d) any expenses in carrying out any other purpose then authorized
by the Act. The excess revenues of the Operating Account are returned to the State of Alaska.
The State of Alaska may appropriate the excess revenues to the Bond Bank Custodian Account
to fund Reserve Accounts.

Debt Service Fund

Within the Debt Service Fund, separate Debt Service Programs have been established for each
bond resolution to account for the portion of bond sale proceeds used to purchase obligations
of the municipalities and for the payment of interest and principal on all bonds of the Authority
issued under its resolutions. Each program is comprised of an “interest account” and a “principal
account’ both of which are maintained by a trustee. The receipts of interest and principal from the
municipalities and the Statutory Reserve Account are deposited in these programs and are used
to pay interest and principal on the Authority bonds. One additional Debt Service 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 main-
tained by a trustee. 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 in
the Coastal Energy Loan Debt Service Program.
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NOTES TO FINANCIAL STATEMENTS, CONTINUED

Each debt service fund program contains a Statutory Reserve Account established to account
for (@) money available to fund debt service reserves required by future bond sales under various
bond resolutions (Custodian Account) and (b) debt service reserves which have already been es-
tablished under various bond resolutions which are to be used in the case of deficiency in a Debt
Service Program in accordance with its respective bond resolution (reserve accounts). Separate
reserve accounts exist under each bond resolution as follows:

1976 General Bond Resolution — The reserve account is comprised of an ordinary reserve
sub-account and a special reserve sub-account. The ordinary reserve sub-account may fund
up to one-third of the required debt service reserve and can be funded with bond proceeds
or with a transfer from the Custodian Account. The special reserve sub-account must fund at
least two-thirds of the required debt service reserve and must be funded with transfers from
the Custodian Account. Both sub-accounts are maintained by a trustee.

On August 23, 1999, the Authority amended the debt service reserve requirement for the
1976 bond resolution from the greater of the maximum annual debt service requirement of
10% of all municipal loan obligations outstanding to the current test of the least of: (i) 10% of
the original stated principal amount of all bonds outstanding; (ii) the maximum annual principal
and interest requirements on all bonds then outstanding; (iii) 125% of the average principal
and interest requirements on all bonds then outstanding; or (iv) such lesser amount as shall
be required to maintain the exemption of interest of all bonds outstanding from inclusion in
gross income for federal income tax purposes under the Internal Revenue Code. The amend-
ment took effect at the beginning of fiscal 2013 when all bonds outstanding as of the date
of the resolution were retired. The shift in the reserve requirement significantly reduced the
1976 Resolution reserve requirement. However per the 1976 resolution the Bond Bank can-
not remove principal from the reserve (special or ordinary) until all reserve obligations are paid
off. Consequently, during fiscal 2013 AMBBA defeased the remaining principal reserve obli-
gations of the 1976 resolution reserves and released excess funds to the Custodial Account.

2002A, 2003B, 2004B Revenue Bond Resolutions —The reserve funds may be funded with
transfers from the custodian account, bond proceeds, or other funds available to the Bond
Bank.

2005 General Bond Resolution — The reserve fund may be funded with transfers from the
custodian account, surety policies, bond proceeds, or other funds available to the Bond Bank.

2010 General Bond Resolution — The reserve fund may be funded with transfers from the
custodian account, surety policies, bond proceeds, or other funds available to the Bond Bank.

At June 30, 2013 the 1976 General Bond Resolution, 2002A, 2003B, 2004B Revenue Bond
Resolutions, 2005 General Bond Resolution, and 2010 General Bond Resolution reserves
must be the least of: (i) 10% of the initial principal amount of each Series of Bonds outstand-
ing; (ii) the maximum annual principal and interest requirements on all bonds outstanding; (iii)
125% of the average annual debt service on all bonds then outstanding; or (iv) such lower
amount as may be allowed by law. Amounts in excess of the required debt service in any
reserve are transferred to the Operating Account on a periodic basis.
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ALASKA MUNICIPAL BOND BANK AUTHORITY
(A Component Unit of the State of Alaska)

(c) Restricted Assets

Certain resources set aside for the repayment of the Authority’s bonds, net of certain proceeds from
additional bonds issued, are classified as restricted on the statement of net position because they
are maintained in separate trust accounts and their use is limited by applicable bond covenants. Cash
and cash equivalents and investments include $43,084,377 of restricted assets. These assets were
funded as follows:

Restricted Assets

Original State of Alaska appropriation $ 18,601,414
2008 appropriation of excess earnings 855,347
2009 appropriation of excess earnings 819,843
2010 appropriation of excess earnings 32,628
2011 appropriation of excess earnings 86,814
2012 appropriation for loan forgiveness 13,000,000

Total State of Alaska appropriated equity $ 33,396,046

Restricted for Debt Service:

Appropriated amounts residing in reserve accounts $ 20,379,275
Appropriated amounts residing in Custodial account 13,016,771
Total State of Alaska appropriated equity 33,396,046
Bond Bank equity residing in reserve accounts 9,688,331
Total restricted for debt service/net position $ 43,084,377

(d) Bond Receivables

Bond receivables are secured by the revenues or are general obligations of the municipalities. Inter
est rates correspond with the interest rates on the related bonds payable by the Authority. The bonds
receivables mature during the same period as the related bonds payables. Bond receivables are re-
corded at the par amount of the bond issued.

(e) Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the statement of net position. Any premium or discount on bond issuance or
refunding is not recorded by the Authority as the premium or discount is recorded by the municipali-
ties associated with the issuance and amortized by them, therefore, bonds payable are presented at
par. Bond issue costs are generally paid by the municipality but when a portion is paid by the Authority
they are paid from the General Account and considered operating expenses.

(f) Fund Equity

Generally, fund equity represents the difference between the current assets and current liabilities
and is classified as fund balance. Bond Bank, in accordance with GASB Statement No. 54 provisions,
which require classification of fund balance as nonspendable, restricted, committed, assigned or un-
assigned, had fund balances in restricted and unassigned categories.

Restricted Fund Balance — Restricted fund balance is that portion of fund equity that has constraints
placed upon the use of the resources either by an external party or imposed by law.
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NOTES TO FINANCIAL STATEMENTS, CONTINUED

Unassigned Fund Balance — this classification represents fund balance that has not been restricted,
committed or assigned to specific purposes within the general fund.

The Authority does not have a policy for its use of unrestricted fund balance amounts, therefore, it
considers that committed amounts are reduced first (if any), followed by assigned amounts (if any),
and then unassigned amounts when expenditures are incurred for purposes for which amounts in any
of those unrestricted fund balance classifications could be used.

In the government-wide financial statements, restrictions of net position are reported when con-
straints placed on net position are either externally imposed by creditors or laws or regulations of
other governments or imposed by law through constitutional provisions or enabling legislation.

(g) Interest Arbitrage Rebate

Bonds issued and funds segregated into reserves after August 15, 1986 are subject to Internal Reve-
nue Service income tax regulations which require rebates to the U.S. Government of interest income
earned on investments purchased with the proceeds from the bonds or any applicable reserves in
excess of the allowable yield of the issue. Amounts owed are expensed when paid and refunds are
recorded when received at the five year anniversary date of the bond issue or upon final repayment.
Beginning for FY 2013 the Bond Bank’s arbitrage rebate consultant will update all general obligation
bond rebate analysis as of June 30. As of June 30, 2013 the Bond Bank’s net arbitrage rebate liability
was $836.

(h) Income Taxes

The Authority is exempt from paying federal and state income taxes.

EZEE] Cash

The Authority considers all highly liquid investments purchased with an original maturity of three months or
less at the date of purchase to be cash equivalents. Cash and cash equivalents at June 30, 2013 consist of
money market accounts held with various financial institutions.

The bank balance of all of the Authority’s cash and cash equivalents are collateralized by securities held in
the Authority’'s name by its custodial agent.
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ALASKA MUNICIPAL BOND BANK AUTHORITY
(A Component Unit of the State of Alaska)

m Investments

The fair value of debt security investments by contractual maturity as of June 30, 2013 is shown below.
Expected maturities may differ from contractual maturities because borrowers may have the right to call or
prepay obligations with or without penalty.

Less than 1 1-5 6-10 More than 10 Total
General Fund
U.S. Treasury securities $ 496,135  $ 13,656,174  $ - 3 - $ 14,152,309
U.S. Government agencies
securities 228,048 7,360,350 - - 7,588,398
724,183 21,016,524 - - 21,740,707
Debt Service Fund
U.S. Treasury securities 10,927,314 27,188,268 - - 38,115,582
U.S. Government agencies
securities 2,094,993 7,655,861 - - 9,750,854
13,022,307 34,844,129 - - 47,866,436
Total investments $ 13,746,490 $ 55,860,653 $ - $ - $ 69,607,143

(a) Investment Policies

The Authority has distinct investment objectives and policies associated with funds held in the Custo-
dian Account, Reserve Funds, and municipal debt payments received prior to scheduled debt service
payment dates. The three classes of funds are listed below:

Custodian Account

The Custodian Account 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, fund-
ing transfers to the state, and funding reserves. When the Custodian Account balance allows,
a longer investment horizon is implemented for the Custodian Account, accepting the limited
probability of short-term loss in exchange for higher yield on investments. The Custodian Account
balance must exceed $15 million, and be forecasted to exceed $15 million for the subsequent
twelve-month period, and an analysis of risk profile and historical benefit between the varying
strategies must be undertaken before any shift in the investment strategy of the Account. The
Custodian Account has to maintain sufficient liquidity to meet operating requirements, provide
the prior fiscal year’s state dividend, and to allow transfers to reserves as needed for bond issu-
ance activity. Long-term preservation of principal is the third objective of the Custodian Account'’s
investment program. Investments shall be undertaken in a manner that minimizes the probability
of long-term loss.

» The Custodian Account balance is a critical component in determining anticipated life, ability
to diversify, and investment policy in this account. Accordingly, when the account balance
is above $15 million a more aggressive policy may be implemented. When the account
balance is below $15 million a more conservative policy may be used.
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NOTES TO FINANCIAL STATEMENTS, CONTINUED

» Shifting from one asset allocation to another may be approved by the Investment Commit-
tee when there is a projection of a continued trend in account balance justifying the shift.

» There are no arbitrage restrictions.
When the Custodian Account balance is less than $15 million, the following policies apply:

® 20% Money Market Fund and 80% government agencies and U.S. Treasuries with
maturities of less than 5 years.

e Performance benchmark for the 20%: Three month U.S. Treasury Bill.

e Performance benchmark for the 80%: Merrill Lynch 1-5 Government Index.

When the Custodian Account balance exceeds and is expected to remain in excess of $15 million,
the following policies apply:

e Greater of 10% or a percentage equal to $750,000 in market value: Money Market
Fund and up to 90%: Broad U.S. Bond Market Fund.

e Performance benchmark for the greater of 10% or the percentage of the fund invested
that is benchmarked to Money Market Fund: Three-month U.S. Treasury Bill.

e Performance benchmark for the up to 90%: Barclays Capital Aggregate Index.

The following transactions are prohibited with the Custodian Account unless those transactions
have the prior written consent of the Investment Committee:

e Short sale of securities (the sale and settlement of a security not currently owned by
the Authority and a formal agreement to borrow the security to facilitate the settle-
ment of the short sale);

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

e Borrowing to leverage the return on investments. Extended settlement of securities
purchases executed to facilitate or improve the efficiency of a transaction will not be
considered borrowing, provided that sufficient cash equivalent securities or receiv-
ables are available to facilitate the extended settlement;

e Purchases of “private placement” or unrated corporate bonds.

Bond Reserve Funds

Preservation of principal is the foremost objective of the Bond Reserve Funds investment pro-
gram. These funds shall be managed to ensure that the corpus is preserved. These funds will
not be expended until the final maturity of the bond issue they secure, unless there is a failure to
pay debt service by a community. As there is limited benefit in maximizing return it is the least
important objective of the Bond Reserve Funds. It is anticipated that the Reserve Funds cumu-
lative average return should target the blended arbitrage yield limit of the bond issues secured.

Bond resolutions limit allowed investment of these funds. Investment risk is examined on an an-
nual basis to ensure that no greater than the minimum level of risk required to achieve the highest
probability of earning the arbitrage yield limit on the bonds is incurred.
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The bond resolutions limit investments to:
» 100% government agencies and U.S. Treasuries with maturities of less than 5 years.

» Performance benchmark is Merrill Lynch 1-5 Government Index.

Municipal Debt Payments

Preservation of principal and liquidity are the foremost objectives of the Municipal Debt Payments
investment program, as these funds Il be expended within seven business days of receipt. Return
on investment is a benefit of holding these funds for the advance payment period, but not the
focus of investing the funds. The bond resolutions limit investments to:

» 100% Money Market Fund.
» Performance benchmark is three-month U.S. Treasury Bill.

It is the policy of the Authority to diversify its investments and to ensure the safety and liquidity
of the investments by observing the following sound investment practices:

» Not more than 5% of the Custodian Account may be invested in the corporate debt of any
one issuer, at the time of purchase.

» In the event of a credit downgrade which reduces a security below the required rating writ-
ten notification will be made to the Investment Committee setting forth the particulars of
the downgrade and recommending a course of action.

» Not more than 50% of the Custodian Account may be invested in corporate securities, at
the time of purchase.

» The duration of the Custodian Account must remain within 80 to 120 percent of the duration
of the prevailing performance benchmark.

» Purchases of more than 10% of a corporate bond issue shall not be made.

(b) Concentration Risk

Concentration risk is the risk of loss attributed to the magnitude of the Authority’s investment in a
single issuer. Concentration limits are not established in the bond indentures and governing agree-
ments for pledged investments. The Authority's policies set out maximum concentration limits for
investments managed by the external investment manager.

The Authority tracks loan concentration for market dissemination and credit strength. The 2005 Gen-
eral Bond Resolution requires market disclosure of the governmental units with an amount of bonds
outstanding equal to or greater than 10 percent of all bonds outstanding under the Resolution. At
June 30, 2013 the governmental units with equal to or greater than 10 percent of the bonds outstand-
ing under the 2005 General Bond Resolution were the City and Borough of Sitka, the City and Borough
of Juneau, and the Kenai Peninsula Borough.
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(c) Credit Risk

Credit risk is the risk of loss due to the failure of the security or backer. The Authority mitigates its
credit risk by limiting investments permitted in the investment policies. U.S. Treasury securities and
securities of agencies that are explicitly guaranteed by the U.S. government and are not considered
to have credit risk.

(d) Custodial Credit Risk

The Authority assumes levels of custodial credit risk for its deposits with financial institutions, bank
investment agreements, and investments. For deposits, custodial credit risk is the risk that, in the
event of a bank failure, the Authority's deposits may not be returned. For an investment, custodial
credit risk is the risk that, in the event of the failure of the counterparty, the Authority will not be able
to recover the value of the investment or collateral securities that are in the possession of an outside
party. The Authority has not established a formal custodial credit risk policy for its investments. The
Authority had no investments registered in the name of a counterparty.

(e) Interest Rate Risk

Interest rate risk is the risk that the market value of investments will decline as a result of changes
in general interest rates. For non-pledged investments, the Authority mitigates interest rate risk by
structuring its investments’ maturities to meet cash requirements, thereby avoiding the need to sell
securities in the open market prior to maturity. For investments held in trust, investment maturities
are structured to meet cash requirements as outlined in its bond indentures and contractual and stat-
utory agreements.

m Bond and Notes Receivable

The General Fund includes bonds receivable with interest rates varying from 1% to 5% due from the Cities
of Yakutat and Galena with maturities as follow:

Year ending General Fund Bonds
June 30 Receivable

2014 $ 250,664
2015 160,436
2016 162,047
2017 163,675
2018 165,319
2019-2023 851,845
2024-2028 346,524
$ 2,100,510

Under the Coastal Energy Loan Program (Program), the Authority issued $5,000,000 1986 Series A Coastal
Energy Bonds (Bonds) payable to the National Oceanic and Atmospheric Administration (NOAA). The pro-
ceeds of these bonds were used to purchase port revenue bonds from the City of Nome. The City of Nome
entered into a tripartite agreement with NOAA and the Authority effective August 2, 1994 to defer payment
of the principal and accrual of interest for ten years. Effective January 29, 2009 a second amendment to
the tripartite agreement was executed. The amendment authorized the issuance of 2009A Bonds for the
purpose of refunding by exchange the outstanding City of Nome, Alaska, Port Revenue Bond 1986 Series
A. The related loan payable does not represent a general obligation of the Authority as it is payable only
from proceeds received from the City of Nome.
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Also under the Program, the Authority issued $6,563,000 1987 Series A Coastal Energy Bonds payable to
NOAA. The proceeds of these bonds were used to purchase port revenue bonds from the City of St. Paul.
The City of St. Paul entered into a tripartite agreement with NOAA and the Authority effective December
14, 2000 to modify and amend the repayment terms including principal and interest. On April 18, 2005, the
City of St. Paul asked for NOAAs recommendation for loan forgiveness which was denied on January 24,
2006. Subsequently, on March 17, 2009, NOAA issued another determination on request for recommenda-
tion of CEIP loan forgiveness but a final agreement has not been reached between the City of St. Paul and
NOAA as of June 30, 2013.

The 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 Bank’s Coastal Energy Bond is not secured by a pledge of any amounts held by or payable to
the Bond Bank under the General Bond Resolution, including the Reserve Account, and is not in any way
a debt or liability of the Bond Bank. The Coastal Energy Bonds and related accounts are included in the
Bond Bank’s statutory limit for total bonds outstanding and therefore included in the Bond Bank’s financial
statements.

Bonds and notes receivable by debt service program at June 30, 2013 mature in varying annual install-
ments as follows:

Year ending 2003B Valdez
June 30 1976 General 2005 General 2010 General Revenue
2014 $ 11,710,000 $ 30,540,000 $ 135,000 $ 1,070,000
2015 9,125,000 38,040,000 140,000 1,135,000
2016 6,650,000 39,930,000 140,000 1,195,000
2017 5,710,000 41,175,000 145,000 1,260,000
2018 5,930,000 40,190,000 150,000 1,315,000
2019-2023 18,950,000 196,100,000 850,000 7,525,000
2024-2028 7,080,000 147,870,000 995,000 -
2029-2033 - 100,315,000 1,190,000 -
2034-2038 - 34,790,000 825,000 -
2039-2043 - 12,955,000 - -
2044-2048 - 11,615,000 - -
$ 65,155,000 $ 693,520,000 $ 4,570,000 $ 13,500,000
Year ending 2004B Anchorage
June 30 Revenue Coastal Energy Loan Total Principal
2014 $ 125,000 $ 4,405,165 $ 47,985,165
2015 130,000 559,468 49,129,468
2016 135,000 563,946 48,613,946
2017 140,000 618,607 49,048,607
2018 145,000 429,338 48,159,338
2019-2023 825,000 697,321 224,947,321
2024-2028 1,040,000 852,116 157,837,116
2029-2033 1,335,000 1,041,273 103,881,273
2034-2038 635,000 997,132 37,247,132
2039-2043 - 417,129 13,372,129
2044-2048 - - 11,615,000
$ 4,510,000 $ 10,581,495 $ 791,836,495
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Bl Long-Term Liabilities

Bond Bank’s long term liabilities consist of the following as of June 30, 2013:

Statutory Reserve Account Ordinary
Debt Service Account Reserve Sub-Account
Principal Principal
Issue Interest rate outstanding Interest rate outstanding
1976 General Bond Resolution Program:
2003 Series E 2.00%-5.25% $ 725,000 - $ -
Aleutians East Borough
Kenai Peninsula Borough
2003 Series G - NW Arctic Borough 2.00%-5.00% 1,110,000 - -
2004 A Series 3.00%-4.40% 855,000 - -
Fairbanks
Sitka
2004 B Series 2.00%-4.00% 930,000 2.00%-4.00% -
Nome
Valdez
Petersburg
Craig
Seward
2004 C Series 4.00%-5.00% 1,315,000 - -
Kodiak Island Borough
Palmer
Petersburg
2004 D Series 3.00%-5.00% 2,090,000 - -
Adak
Kodiak Island Borough
2005 A Series 2.50%-5.00% 21,560,000 2.75%-5.00% -
Cordova
Fairbanks
Ketchikan Gateway Borough
Northwest Arctic Borough
Sitka
Unalaska
2005 B Series 3.00%-5.00% 5,660,000 - -
Haines
Ketchikan Gateway Borough
North Pole, City of
Palmer
Sitka
2005 C Series 4.00%-5.00% 22,115,000 5.00% -
Haines
Petersburg
Northwest Arctic Borough
2006 A Series 4.00%-4.35% 8,795,000 4.00% -
Aleutians East Borough
Ketchikan Gateway Borough
Lake & Peninsula Borough
Nome
Wrangell

Total 1976 General Bond Resolution Fund 65,155,000 -

(continued)
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Issue

Debt Service Account

Statutory Reserve Account Ordinary

Reserve Sub-Account

Interest rate

Principal
outstanding

Principal

Interest rate outstanding

2005 Series General Bond Resolution Program:

2005 - One Series
Ketchikan, City of
Nome
Seward
2006 - One Series
Kenai Peninsula Borough
Seward
2006-Two Series - Ketchikan, City of
2007-One Series
Kenai Peninsula Borough
Inter-Island Ferry Authority
Nome, City of
NW Arctic Borough
Petersburg
Seward, City of
Sitka, City of
Wasilla, City of
2007-Two Series
Kenai Peninsula Borough
Aleutians East Borough
2007-Three Series
Bethel, City of
Juneau, City and Borough of
2007-Four Series - Kenai Peninsula Borough
2007-Five Series - Kodiak, City of
2008-One Series
Dillingham
Kodiak Island Borough
Kodiak, City of
Seward
2008-Two Series
Seward
Sitka, City of
Skagway
2009-One Series
Kodiak, City of
Unalaska, City of
2009-Two Series
Cordova
Nome, City of
Unalaska, City of
Kodiak, Island Borough
2009-Three Series - Juneau, City and Borough of
2009-A-Four Series
Kenai Peninsula Borough
Ketchikan, Gateway Borough
2009-B-Four Series - Ketchikan, Gateway Borough
2010-A-Series One
Ketchikan, City of
Ketchikan, Gateway Borough
Kenai, City of
Northwest Arctic Borough
Petersburg
Unalaska, City of
2010-A Series Two
Juneau, City and Borough of
Cordova
King Cove, City of

3.00%-5.00%

4.00%-6.00%

4.25%-4.75%
4.00%-5.50%

3.756%-5.00%

4.25%-5.50%

4.25%-5.00%
4.00%-6.00%
4.00%-5.00%

4.40%-6.00%

3.00%-5.63%

4.00%-6.00%

2.00%-4.00%

3.00%-4.00%

4.63%-5.40%
2.00%-5.00%

2.0%-3.0%

9,170,000

5,240,000

34,315,000
18,325,000

23,245,000

12,510,000

12,020,000
5,640,000
51,240,000

15,565,000

24,665,000

19,265,000

9,125,000

3,660,000

20,425,000
11,450,000

1,895,000

3.00%-5.00%
4.50%-6.00%

5.00%
4.00%-5.50%

4.50%
4.00%

4.25%-4.50%

5.00%

4.75%-6.00%
4.00%-5.50%

4.00%-6.00%

2.00%-4.00%
3.00%-4.00%

3.00%

3.00%
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350,000
335,000

1,765,000
1,265,000

685,000
415,000

1,070,000

3,260,000

1,200,000
730,000

1,825,000

975,000
840,000

335,000

325,000
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Statutory Reserve Account Ordinary

Debt Service Account Reserve Sub-Account
Principal Principal
Issue Interest rate outstanding Interest rate outstanding
2010-B Series One 5.99%-6.34% 7,415,000 - -
Kenai, City of
Northwest Arctic Borough
Petersburg
Unalaska, City of
2010-B Series Two 3.75%-4.91% 11,405,000 - -
Juneau, City and Borough of
Cordova
King Cove, City of
2010-A Series Three 2.00%-4.00% 3,310,000 2.00%-4.00% 405,000

Aleutians East Borough
Unalaska, City of
King Cove, City of
2010-B Series Three 4.93%-5.43% 6,900,000 - -
Aleutians East Borough
Unalaska, City of
King Cove, City of
2010-A Series Four 2.00%-5.00% 22,980,000 - -
Kenai Peninsula Borough
Ketchikan, City of
Ketchikan Gateway Borough
Sitka
Sitka (Refunding)
Soldotna
2010-B Series Four 1.42%-6.26% 50,605,000 - -
Kenai Peninsula Borough
Ketchikan, City of
Ketchikan Gateway Borough
Sitka
Soldotna
2011 Series One 3.00%-5.13% 7,620,000 3.00% 415,000
Kodiak Island Borough
Wrangell, City of

2011 Series Two 2.00%-4.38% 9,820,000 2.00% 815,000
Juneau, City and Borough of
Sitka

2011 Series Three 2.00%-5.00% 75,860,000 2.00%-5.00% 1,390,000

Wrangell, City of
Aleutians East Borough
Northwest Arctic Borough
Ketchikan Gateway Borough
Kenai Peninsula Borough
Cordova
Hoonah
Skagway
Seward
Kodiak Island Borough
2012 Series One 2.00%-5.00% 16,330,000 - -
Juneau, City and Borough of (Wildflower Court)
Juneau, City and Borough of
2012 Series Two 1.75%-5.00% 50,030,000 2.00%-4.00% 1,900,000
Juneau, City and Borough of
Ketchikan, City of
Ketchikan Gateway Borough
Kodiak Island Borough
Nome, City of
North Pole, City of
Palmer, City of
Petersburg
Sitka
Valdez

(continued)
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Statutory Reserve Account Ordinary

Debt Service Account Reserve Sub-Account
Principal Principal
Issue Interest rate outstanding Interest rate outstanding
2012 Series Three 1.50%-5.00% 21,190,000 - -

Juneau, City and Borough of (School)
Juneau, City and Borough of (REF)
Petersburg, City of
Haines, City of
2013 Series One 2.00%-5.00% 96,045,000 - -
Juneau, City and Borough of (Hospital Rev Ref)
Juneau, City and Borough of (GO, New Money)
Kenai Peninsula Borough
Ketchikan Gateway Borough
Ketchikan Island Borough
Sand Point, City of
Sitka, City of (Harbor)
Sitka, City of (Electric)
2013 Series Two A 2.00%-4.00% 19,145,000 - -
Homer, City of
Ketchikan, City of
Ketchikan, City of (REF)

Skagway
2013 Series Two B
Kodiak Island Borough 3.00%-4.00% 17,110,000 - -
Total 2005 Series General Bond Resolution Fund 693,520,000 20,300,000

2010 Series General Bond Resolution Program:

2010 A-1 Series One 3.00%-4.00% 870,000 - -
Ketchikan, City of

2010 A-2 Series One 5.78%-6.86% 3,700,000 - -
Kenai Peninsula Borough

Total 2010 Series General Bond Resolution Program 4,570,000 -

2003B Valdez, City of Bond Resolution Program 2.75%-5.25% 13,500,000 - -

2004B Anchorage Bond Resolution Program 4.00%-4.75% 4,510,000 - -

Total Revenue Bonds 18,010,000 -

Coastal Energy Reserve Loan Account:

City of Nome Port Facility Revenue Bond 8.50% 4,575,617 - -
City of Saint Paul - Fuel Dock 5.00% 6,005,878 - -
Total Coastal Energy Reserve Loan Account 10,581,495 -

$ 791,836,495 $ 20,300,000
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During the year ended June 30, 2013 the Authority's long-term liabilities changed as follows:

Beginning End
of year New debt Repayments of year
General obligation bonds payable $ 677,075,000 153,490,000 47,020,000 $ 783,545,000
Revenue bonds payable 47,870,000 - 29,860,000 18,010,000
Other long-term debt 10,682,527 - 101,032 10,581,495
Total $ 735,627,527 $ 153,490,000 3§ 76,981,032 $§ 812,136,495

All bonds are secured by bonds receivable and by amounts in the reserve account. The Act further provides
that if a municipality defaults on its principal and/or interest payments, upon written notice by the Authority,
the State of Alaska must consider paying to the Authority all funds due from the defaulting municipality
from the State in an amount sufficient to clear the default. The Bond Bank Executive Director is obligated
per resolution to seek and the State may provide an appropriation annually to replenish reserves.

In March 2013 the Authority issued $96.05 million in general obligation and refunding bonds with interest
rates ranging between 3.35% and 5%. The Authority issued the bonds to advance refund $24,950,000 of
the outstanding 2004A CBJ Revenue bonds with interest rates ranging between 4.38% and 6.25%. The
Authority used the net proceeds along with other resources to purchase U.S. government securities. These
securities were deposited in an irrevocable trust to provide for all future debt service on the refunded por
tion of the series bonds listed above. As a result, these bonds are considered defeased, and the Authority
has removed the liability from its financial statements. The outstanding principal of the defeased bonds is
$24,950,000 at June 30, 2013.

The advance refunding reduced total debt service payments over the next 22 years by nearly $5.1 million.
This results in an economic gain (difference between the present values of the debt service payments on
the old and new debt) of $3.8 million.

In June 2013, the Authority issued $36.3 million in general obligation and refunding bonds with interest
rates ranging between 2% and 5%. The Authority issued the bonds to currently refund $1,245,000 of the
outstanding 2002A Ketchikan Revenue bonds with interest rates ranging between 4.375% and 5%. The
Authority used the net proceeds along with other resources to provide for all future debt service on the
refunded bonds which were called within 90 days for the refunding. As a result, these bonds were consid-
ered defeased as part of a current refunding transaction and the Authority has removed the liability from
its financial statements. The outstanding principal of the defeased bonds is $1,245,000 at June 30, 2013.

The current refunding reduced total debt service payments over the next two years by $37,163. This results
in an economic gain (difference between the present values of the debt service payments on the old and
new debt) of $37,038.

In July 2012, the Authority refunded $1,060,00 of its 2007-One InterIsland Ferry Authority bonds with the
State of Alaska FY12 SB 160 appropriation. The Authority also recognized loan forgiveness on the respec-
tive bonds receivable.

In December 2012, the Authority redeemed $1,175,000 of outstanding 2001B Ketchikan Revenue bonds
using cash on hand as a direct investment of the Authority's General Fund. In May 2013, the community
paid off the remaining balance of the bonds using cash on hand.
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Loans made under the Coastal Energy Loan Program are payable only from proceeds received from the
municipalities to which the loans were made.

The above bonds mature in varying annual installments. The maturities at June 30, 2013 are as follows:

1976 2005 2010
Year ending

June 30 General Reserve General Reserve General Reserve

2014 $ 11,710,000 $ - $ 30,540,000 $ 595,000 $ 135,000 $ -

2015 9,125,000 - 38,040,000 1,225,000 140,000

2016 6,650,000 - 39,930,000 1,960,000 140,000

2017 5,710,000 - 41,175,000 425,000 145,000

2018 5,930,000 - 40,190,000 4,805,000 150,000
2019-2023 18,950,000 - 196,100,000 5,445,000 850,000
2024-2028 7,080,000 - 147,870,000 2,710,000 995,000
2029-2033 - - 100,315,000 1,370,000 1,190,000
2034-2038 - - 34,790,000 1,765,000 825,000
2039-2043 - - 12,955,000 - -
2044-2048 - - 11,615,000 - -

$ 65,155,000  $ - $ 693,520,000 $ 20,300,000 4,570,000
Year ending 2003B Valdez 2004B Anchorage

June 30 Revenue Revenue Coastal Energy Loan Total Principal Total Interest

2014 $ 1,070,000 $ 125,000 $ 4,405,165 $ 48,580,165 36,383,737

2015 1,135,000 130,000 559,468 50,354,468 34,984,905

2016 1,195,000 135,000 563,946 50,573,946 32,939,033

2017 1,260,000 140,000 618,607 49,473,607 30,860,989

2018 1,315,000 145,000 429,338 52,964,338 28,776,105
2019-2023 7,525,000 825,000 697,321 230,392,321 111,539,248
2024-2028 - 1,040,000 852,116 160,547,116 64,864,870
2029-2033 - 1,335,000 1,041,273 105,251,273 30,032,279
2034-2038 - 635,000 997,132 39,012,132 11,188,298
2039-2043 - - 417,129 13,372,129 4,832,908
2044-2048 - - - 11,615,000 1,487,250

$ 13,600,000 $ 4,510,000 $ 10,581,495 $ 812,136,495 387,889,622

Bl Adjustments

Certain adjustments are considered to be necessary to the governmental funds in order to present the
Authority’s financial position and the results of its operations. These adjustments include the elimination
of inter-fund payables and receivables. Additionally, bond proceeds are reported as financing sources in
governmental funds and thus contribute to the change in fund balance. In the statement of net positions,
however, issuing debt increases long-term liabilities and does not affect the statement of activities. Sim-
ilarly, repayment of principal is an expenditure in the governmental funds and reduces the liability in the
statement of net position.

Commitments

During 2011 State Legislature appropriated $2,450,000 to Bond Bank to issue a 15-year, one percent in-
terest loan to the City of Galena to retire existing debt obligations and make certain utility improvements.
The intent of the legislature was that loan repayments made for the loan be paid into the State of Alaska
General Fund in accordance with the provisions of the AS 44.85.270(h). The amount of receipts appropri-
ated to the Authority during fiscal 2011 as discussed in Note 2(c), included $155,825 of City of Galena loan
repayments for the year ended June 30, 2012. There were no excess receipts appropriated to the Authority
during fiscal years 2012 or 2013.

The amount of Authority receipts determined under AS 44.85.270(h) and as discussed in Note 2(c), avail-
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able for transfer by the Authority for fiscal year 2013, were appropriated to the Bond Bank Authority Re-
serve Fund (AS 44.85.270(a)), increasing the cumulative state appropriated amount to $33,396,046 at June
30, 2013.

The entire Custodian Account balance is available for appropriation, at any time, by the State Legislature.

B Subsequent Events

In July 2013, the Authority released 2002A Bond Resolution program reserve to the custodian account due
to the defeasance on the 2002A Resolution bonds. The amount released was approximately $627,000.
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SUPPLEMENTAL SCHEDULE OF STATUTORY RESERVE
ACCOUNTS - ASSETS, LIABILITIES AND ACCOUNT

RESERVES
FOR THE YEAR ENDED JUNE 30, 2013

1976 General

1976 General

2002A Ketchikan

"Ordinary" "'Special 2005 Resolution Revenue
Assets
Cash $ 37,744  $ 119,505  $ 2,168,831 $ 27,121
Accrued interest receivable 2,933 33,869 189,779 127
Marketable securities 852,528 5,863,548 38,098,992 600,282
Interaccount receivables - - 2,771,345 -
$ 893,206 $ 6,016,922 $ 43228947  $ 627,530
Liabilities
Interaccount payables $ 1,856,992 $ 2061816 3 - $ 1,920
Bond payable - - 20,300,000 -
Accrued interest payable - - 227,895 -
1,856,992 2,061,816 20,527,895 1,920
Reserves
Special Reserve - State Appropriated - 815,871 19,170,320 -
Special Reserve - Unappropriated - 3,243,579 3,695,105 625,000
Special Reserve - Unrealized gain (loss) - (104,344) (164,373) 610
Ordinary Reserve - Unallocated (967,452) - - -
Ordinary Reserve - Unrealized gain (loss) 3,665 - - -
(963,787) 3,955,106 22,701,052 625,610
$ 893,206 $ 6,016,922 $ 43228947  $ 627,530
(continued)

See Independent Auditors’ Report
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SUPPLEMENTAL SCHEDULE OF STATUTORY RESERVE
ACCOUNTS - ASSETS, LIABILITIES AND ACCOUNT

RESERVES
FOR THE YEAR ENDED JUNE 30, 2013

Assets

Cash

Accrued interest receivable
Marketable securities
Interaccount receivables

Liabilities

Interaccount payables
Bond payable

Accrued interest payable

Reserves

Special Reserve - State Appropriated
Special Reserve - Unappropriated
Special Reserve - Unrealized gain (loss)
Ordinary Reserve - Unallocated

Ordinary Reserve - Unrealized gain (loss)

2003B Valdez ~ 2004B Anchorage 2010

Revenue Revenue Resolution Total
$ 35,927 $ 18,083 $ 29,305 $ 2,436,516
371 69 79 227,227
1,750,763 325,147 375,176 47,866,436
24,182 - - 2,795,527
$ 1,811,243 $ 343,299 $ 404,560 $ 53,325,706
$ -3 990 $ 11,095 $ 3,932,813
- - - 20,300,000
- - - 227,895
- 990 11,095 24,460,708
- - 393,084 20,379,275
1,780,063 341,931 2,653 9,688,331
31,180 378 (2,272) (238,821)
- - - (967,452)
- - - 3,665
1,811,243 342,309 393,465 28,864,998
$ 1,811,243 $ 343,299 $ 404,560 $ 53,325,706

See Independent Auditors’ Report

n Alaska Municipal Bond Bank Authority



