No:
FISCAL NOTE Bill Version: ygp 304

STATE OF ALASKA
2000 LEGISLATIVE SESSION
Revision Date/Time (Note if correction) Dept. Affected DEC
Title AK Bonding - AK Drinking Water Fund BRU Facility Construction and Operation
Component Facility Construction and Operation
Sponsor Rules Committee
Requester Governor Component No. 637
Expenditures/Revenues {Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 | FY 2005 FY 2006
Personal Services 0.0 0.0 0.0 0.0 0.0 0.0
Travel 0.0 0.0 0.0 0.0 0.0 0.0
Contractual 0.0 0.0 0.0 0.0 0.0 00 (-
Supplies 0.0 0.0 0.0 0.0 0.0 0.0
Equipment 0.0 0.0 0.0 0.0 0.0 0.0
Land & Structures 0.0 0.0 0.0 0.0 0.0 0.0
Grants & Claims 0.0 0.0 0.0 0.0 0.0 0.0
Miscellaneous 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
[CAPITAL EXPENDITURES | 0.0 | 70.0 | 70.0 | 70.0 | 70.0 | 70.0 |
[CHANGE IN REVENUES ( ) [ 0.0 | 0.0 [ 0.0 | 0.0 ] 0.0 ] 0.0 ]
FUND SOURCE {Thousands of Dollars)
1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0 6.0
1003 GF Match 0.0 (1,551.4)| (1,551.4)] (1,551.4)] (1,551.4)] (1,551.4)
1004 GF 0.0 0.0 00 0.0 0.0 0.0
1005 GF/Program Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1037 GF/Mental Health 0.0 0.0 0.0 0.0 0.0 0.0
1075 Clean Water Loan Fund 0.0 0.0 (395.5) (455.3) (455.3) (455.3)
1100 Drinking Water Loan Fund 0.0 70.0 (380.4) (448.4) (448.4) (448.4)
Drinking Water Fund Bond Recpts 0.0 1,551.4 1,651.4 1,551.4 1,551.4 1,5514
Clean Water Administrative Fund 0.0 0.0 395.5 455.3 455.3 455.3
Drinking Water Administrative Fund 0.0 0.0 450 .4 518.4 518.4 518.4
TOTAL 0.0 70.0 70.0 70.0 70.0 70.0
Estimate of any current year (FY2000) cost: 0.0
POSITIONS —
Full-time 0 0 0 0 0 0
Part-time 0 0] 0 0 0 0
Temporary 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary)
This legislation would provide for:

1) Using bond proceeds instead of GF Match to capitalize the Alaska Drinking Water Fund; and

2) Using fees deposited into (and appropriated from) two new administrative funds to pay the operating
expenses of the Clean Water and Drinking Water loan programs. (Continued next page.)
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ANALYSIS: (Continued)

The Drinking Water and Clean Water Loan Programs offer low-interest loans to municipalities for drinking
water and sewerage facility construction projects. Loans are made from the Alaska Drinking Water Fund
and the Alaska Clean Water Fund. Both funds are capitalized by annual federal grants that require a 20
percent state match. The Funds also earn investment and repayment interest.

To date, the state capitalization match requirement for the Drinking Water Fund has been met with GF
Match. Federal law provides an alternative to general fund outlays for satisfying the state match
requirement. States may use bond financing as match for federal funds to capitalize the Fund, and repay
the bonds from interest earnings from the Fund. Statutes (AS 37.15.560) currently provide the bonding
authority for the Clean Water Fund needed to take advantage of this funding mechanism. This [egislation
would provide the same bonding authority for the Drinking Water Fund.

Beginning in FY 2002 there will be sufficient interest in the Alaska Drinking Water Fund to meet the match
requirement. Interest will be converted to bond proceeds and supplant the annual general fund
appropriation. The effect will be to save approximately $1.5 million in GF Match that year and each year
thereafter. Bonding costs will be about $70.0 per year.

This legislation would also provide authority to collect fees as a means of funding the operation of the two
loan programs. Federal law allows states to set aside four percent of the federal capitalization grants to
help pay for program administration. To date, annual operating expenditures of $973.7 have been met
with this Loan Fund set aside. With decreasing federal grant levels, the Loan Fund set-aside is also
decreasing and is no longer sufficient to cover the costs of program administration. This legislation would
create two new administrative funds into which loan fees would be deposited. Money could then be
transfered from these administrative funds to the operating budget to finance program operating costs.
This legislation would result in fully fee-supported loan programs by FY 2005.
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