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Resolution No. 2010-20 Electric Revenue Bonds

The Resolut ion No. 2OIO-20, when passed, wi l l  p lace on the bal lot  an advisory quest ion as to whether

the City and Borough of Si tka should issue 550M in revenue bonds for the f i rst  phase of the Blue Lake

Project.  After discussions with the Execut ive Director of the Alaska Municipal  Bond Bank Authori ty,  i t

would be in the City 's best interest to have the backing of the ci t izens when we present the appl icat ion

for Revenue Bonds to the board members of the Alaska Municipal  Bond Bank Authori ty for their

approval.  Legislat ion was passed this last spr ing to al low the Alaska Municipal  Bond Bank Authori ty to

issue revenue bonds for hydro projects.

The 550M in bond proceeds wi l l  be used to defease the 1992 revenue bonds, refund the 1997 revenue

bonds and provide current funding for the Blue Lake Project.  When we defease bonds, a trust account is

setuptomakethefuturepaymentsofthatbondser ies.  TheCity 's1992revenuebondscannotbepaid

early due to how they were structured when the bonds were issued back in 1992. Therefore

approximately 5f: .SlVl of  the S50M wi l l  be set aside in a trust account to make the scheduled payments

over the next f ive (5) years.

The 1997 revenue bonds wi l l  be refunded during this transact ion, which means we are ref inancing the

bonds to a lower interest rate. At this t ime the bonds have an interest rate of 5.125% to 5.375%. By

refunding these bonds, the interest rate wi l l  be below 4.O%. The outstanding amount of the 1997

revenue bonds is $15,190,000.

The f inalamount of  the S50M bond issue wi l l  be used forthe Blue Lake Project-adding a th i rd turbine

andrais ingthedamheight,approximatelySZOwI.  Partof theS20Mbondswi l l  beclassi f iedasRecovery

Zone Bonds. The City has been al located 52,709,000 Recovery Zone Bonds - these bonds are taxable

bonds, with the Internal Revenue Service refunding a percentage of the interest that is paid on them. In

effect,  the Recovery Zone Bonds wi l l  have a neI3Yo interest rate based on the latest information

avai lable. Also since the di f ferent municipal i t ies/boroughs within the State of Alaska were each

Trwldlng for today...prcparlng for tamorcow



af located a specific sum of Recovery Zone Bonds that need to be issued by December 3L,2O1O, some of

the municipali ty/boroughs wil l  not be using their al location and the Alaska Municipal Bond Bank
Authority can reallocate those bonds to other locations within the State. The City is in line to receive

addit ional Recovery Zone Bonds which wil l  reduce the overal l  cost to pay the debt service on this issue.

When the revenue bonds are issued, the debt service will be approximately 5900,000 less than what the

Electr ic Fund pays currently. Our current debt service is approximately 54.1 mil l ion per year for the

1992 and 1997 Revenue Bonds. The projected debt service at this time for the S50M revenue bonds will

be approximately 53.2 mil l ion. This savings can be used to add addit ional dollars to go toward the
project and will reduce the amount of bonds that will be needed to finish this project in 3 to 4 years.

The City's challenge is to inform the citizens of the advantages of this bond issue, so they will support

the project and the bonding of this project when we apply to the Alaska Municipal Bond Bank Authority

for the SSovt in revenue bonds.


