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COCHAIR GABRIELLE LEDOUX called the House Conmunity and
Regi onal Affairs Standing Conmittee neeting to order at 8:10:25
AM Representatives LeDoux, Fairclough, dson, and Cissna were
present at the call to order.

HB 369- SANI TATI ON AND WATER GRANTS

8:10: 42 AM

CO CHAI R LEDQUX announced that the only order of business would
be HOUSE BILL NO 369, "An Act relating to certain grants
awar ded by the Departnent of Environnental Conservation.”

8:11: 04 AM

REPRESENTATI VE CARL GATTO, Al aska State Legislature, speaking as
the sponsor of HB 369, explained that this legislation raises
the population of comunities allowed such that the state can
grant funds to municipalities to fix |eaky pipes. He noted that
al though the fiscal note is [rather large], it's a one-tine
expense. He nmentioned that there are comunities wth
popul ati ons below 1,000 and those receive 100 percent funding
through the Village Safe Water [Act]. Therefore, HB 369 all ows
communities wth populations above 5,6000-10,000 to take
advantage of the program such that [the grants] allow them to
fix issues related to public health.

8:12: 44 AM

COCHAIR LEDOUX asked if the term nunicipalities includes
bor oughs.

REPRESENTATI VE GATTO confirmed that the term nunicipalities
includes [cities and boroughs].

8:13:38 AM

CO CHAI R LEDOQUX surm sed then that the Cty of Kodiak, with its
popul ati on of about 6,000, would be eligible for a grant under
HB 369.

REPRESENTATI VE GATTO replied yes, adding that the |egislation
i ncreased the grant all owance.

8:14:55 AM
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CO CHAIR LEDQUX rel ated her understanding then that the Kodi ak
Borough, with a population of around 14,000, would only qualify
for the 50 percent [grant all owance].

8:15: 25 AM

RI CK VANDERKOLK, Staff to Representative Carl Gatto, Al aska
State Legislature, responded yes, adding that [the |egislation]

doesn't change the [percentage] threshold. "This is just
dealing with that 5,000-10,000 [population] threshold,"” he
clarified. He nentioned that currently eight communities would

be inmpacted by this.
8:15:51 AM

CO- CHAIR LEDOUX inquired as to what would occur to the fisca
note if the threshold was increased to a popul ati on of 15, 000.

MR VANDERKOLK deferred to DEC.

8:16: 22 AM

MARI T CARLSON- VAN DORT, Legislative Liaison, Ofice of the
Conmi ssi oner, Departnent of Environnmental Conservation, said
that it doesn't 1look as if the fiscal note would be
significantly inpacted, if at all, by increasing the population
threshold to 15, 000. In further response to Co-Chair LeDoux,

Ms. Carlson-Van Dort said that an increase in the population to
15,000 would include the followng cities: Sitka, Ketchikan,
Kenai, Wasilla, Kodiak, Bethel, Palner, and Honer.

8:17:35 AM

CO CHAI R FAI RCLOUGH requested that Ms. Carlson-Van Dort speak to
t he val ue of the program

M5. CARLSON- VAN DORT rel ated her understanding that this program
has been very beneficial to these smaller comunities as it
all ows those communities with smaller population bases and |ess
r at epayers to fund wat er and sewer proj ects wi t hout
significantly taxing the rate-paying popul ation. Ms. Carl son-
Van Dort related DEC s support of HB 369.

8:18: 32 AM
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CO CHAIR FAIRCLOUGH pointed out that she represents smal
comunities within the Miunicipality of Anchorage where there are
homeowners wth five acre parcels that have effluent and

bacteria-laden water and have to haul water daily. These
homeowners can't afford the $90, 000-%$135, 000 assessnent to run
the water through on the 50:50 state match fornula. She

inquired as to why the Iimtation is based on popul ation rather
than density of population in an area, particularly if al
Al askans are equal .

REPRESENTATI VE GATTO acknow edged such situations, but pointed
out that larger lots that are nore renpote tend to have a
personal septic system The nearest sewer line from the city
would be quite a distance and thus it would be very costly to
extend it to renote areas.

8:20: 35 AM

CO CHAIR FAIRCLOUGH clarified that there are those inside the
Muni ci pality of Anchorage who are struggling for both assistance
with septic disposal and water. She suggested that perhaps
density of popul ation versus popul ation should be utilized [when
determi ning these water and sewer all owances].

REPRESENTATI VE GATTO related his recent experience wth
replacing his well punp and noted that some would be devastated
by such circunstances. This legislation offers help for sone.

8:22:40 AM

CO CHAIR FAI RCLOUGH inquired as to how many famlies the fisca
note will serve.

REPRESENTATI VE GATTO answered that he didn't know.
8:23: 03 AM

CO CHAIR LEDOUX asked if the sponsor would have any problens
anending HB 369 to allow for 70 percent reinbursenent for
comunities with popul ations up to 15, 000.

REPRESENTATI VE GATTO responded that he does have concern wth
doing so because there is Senate legislation that will 1likely
nove rapidly. He indicated his desire to have his |egislation
mat ch the Senate conpanion legislation in order that there is
nore |ikelihood of success.
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8:24:29 AM

DON BAIRD, City Manager, Cty of Bethel, testified in favor of
HB 369 as it will assist in the extension of [Bethel's] water
and sewer capabilities. Currently, Bethel is under the Village
Safe Water Program which covers the installation and sone
repairs of existing lines. Only about a third of Bethel's
popul ation is on piped water and sewer while the remaining two-
thirds utilize hauled water and sewer. For 1,000 gallons a week
of water and sewer service, the cost is about $230 a nonth.
Increasing that would be devastating to the honeowners and
r at epayers. Establishing a higher limt and decreasing the
| ocal share would be beneficial to those who have to pay the
cost .

8:26:13 AM

KATH E WASSERMAN, Al aska Municipal League (AM.), testified in
favor of HB 369. Ms. Wasserman infornmed the committee that
there are three <comunities on the cusp of populations
sur passi ng 5, 000. Those communities are Unal aska, Valdez, and

Barrow. She pointed out that w thout the passage of HB 369 the
entire population of all eight of the inpacted communities could
be negatively inpacted because replacenent of the pipes could
cause an increase in taxes. These are grow ng communities that
AML would hope would receive help in repairing and naking
i nprovenents to existing pipe systens.

8:27:16 AM

CO CHAIR FAIRCLOUGH inquired as to how many nore projects would
go forward with this $2.7 mllion fiscal note.

8:27.43 AM

V. WASSERMAN, to Co- Chai r LeDoux" s earlier guesti on,
hi ghlighted that nobst boroughs don't wusually exercise or have
the powers to address sewer and water. Furthernore, cities
usually perform water and sewer inprovenents and boroughs fal
under the definition of municipalities.

8:.28:38 AM
BILL ALLEN, Cty Manager, Cty of Palner, explained that current
statute specifies that the local contribution is based on the

reported popul ation. The desire is to reduce the loca
contribution by 20 percent with HB 369. As nentioned earlier
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there are eight communities that will be inpacted with three on
t he edge. From a |ocal perspective, although Palnmer has a
popul ation of 5,574 and growing, it's unable to nmaintain or get
ahead of the infrastructure [needs] in terns of the growth
factor. Because of the high cost of heating fuel and the [|ack
of enploynent in rural communities, mgration into the Pal ner
area and the Mat-Su Borough as a whole is occurring. However

[ Pal mer] doesn't have adequate sewer and water to serve the
popul ation at the rate it's increasing. |f the proposed | aw was
in place today, the funds would be used to inprove the existing
system He related that the Gty of Palmer has thin-walled
steel pipe for the water systemthat's alnost 50 years old. The
water |eakage rate is 40 percent; that is the city |oses 40
percent of the water it generates because of corroded pipes. He
poi nted out that across the 1,700 ratepayer base several mllion
dollars over several vyears results in a significant inpact.
Furthernore, the Gty of Palmer 1is facing an issue of
nonconpliance on the wastewater treatnent plant because the
Envi r onnment al Protection Agency (EPA) has devel oped new
standards and the city has two years to conply with those. | f
the Gty of Palmer did what was required to be in conpliance
with the EPA for the wastewater plant, it would anmunt to over
$50 mllion. Therefore, the City of Palnmer has approached
Wasilla and the Mat-Su Borough and suggested formng a regiona

wast ewat er treatnent plant. Al t hough the aforenentioned would
cost $100 million, the EPA only allows a permt for one outfall.

MR. ALLEN then pointed out that the Gty of Palnmer is only 5
square mles and 1is reviewing an aggressive annexation.
Therefore, the city would like to be in a position to provide
city water and sewer within a certain tinmeframe. The passage of
HB 369, wth it's proposed reduction in local contribution,
would go far in helping the Gty of Palner expand. He noted
that the population requirenents of [AS 46.03] haven't changed
since 1994.

8: 35:22 AM

REPRESENTATI VE CI SSNA remarked that the safe water aspect is
central to this [discussion]. She expressed interest in taking
into account the age of comunities in relation to the decay of
infrastructure as it relates to safe water. She then asked if
DEC has a |ist.

8:37: 56 AM
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G NGER BLAI SDELL, Staff to Senator Lyda Geen, Alaska State
Legi slature, explained that the fiscal note is for one year of
fundi ng because each year cities nust apply for the program

The departnent doesn't know how many cities will apply or which
cities mght apply. Therefore, DEC really doesn't know the out-
year costs, although there will be future costs. Wth regard to
how many people it will serve, she pointed out that wll depend
upon who applies. Mreover, only a certain nunber of grants can
be approved due to |egislative appropriation. Ms. Bl ai sdel |

informed the commttee that this program started as the Federa
Clean Water Act in the late 1980s, but changed to the Al aska
Clean Water Act in the late 1990s when the federal program [was
el i m nat ed] . She noted the Alaska Cean Water Act follows the
sane rules that were required under the federal Act.

8:39: 59 AM

REPRESENTATIVE CISSNA surmised that due to the population
restrictions thereis alimt as to the nunber of applicants.

V5. BLAI SDELL highlighted that cities with a population of 1,000
or less have a 15 percent match. Those comunities w thout an
econoni ¢ base that can pay the 15 percent match may not apply.
Those cities with a population of up to 5,000 have to nmatch 30
percent of the project. If DEC isn't convinced that applying
conmuni ties have the economc base to fund the match, then those
communities likely won't be ranked high enough to be awarded the
grant. This legislation addresses those comunities with a
popul ation of just over 5,000 up to a population of 10,000 and
changes the required match from 50 percent match to 30 percent.

8:41:59 AM

REPRESENTATIVE CISSNA inquired as to how many comunities
applied |ast year. She also inquired as to whether the funds
were conpletely utilized or were funds | eft over.

MS. BLAI SDELL related her understanding from DEC that although
it takes a couple of years for projects to reach conpletion, the
departnment anticipates the cities will use all the awarded funds
for the water and sewer projects.

REPRESENTATIVE CISSNA clarified that she's interested in the
total anobunt that the state has and the inpact on the funds
al | ocat ed.

8:43: 23 AM

HOUSE CRA COW TTEE - 8- March 25, 2008



BILL CRIFFITH, Program Manager, Facility Prograns, Division of
Wat er, Departnent of Environnmental Conservation, confirned that
these [water and sewer] projects are typically nultiple year
capital projects that can take anywhere from one year to five
years to conplete. He also confirnmed that it's DEC s experience
that communities requesting these funds do utilize them for the
i nt ended purpose. M. Giffith added that for FY 09 funding
DEC received about $52 million in grant requests and this year

the departnment is requesting about $26 nillion to be funded by
the legislature for these projects. Ther ef or e, DEC is
requesting funds for about half of the overall requested
proj ects.

8:44: 35 AM

MR CRIFFITH, in response to Representative Ci ssna, specified
that this year the difference in cost to fund the same nunber of
projects is about $3.7 mllion. If HB 369 were to pass, the
extra cost to fund the same nunber of projects will depend on
the nunmber of grant applications from the cities within the
popul ati on range. The aforenentioned varies every year. As M.
Bl ai sdel | nentioned, there's an annual grant application period
that runs from May through July and each year [the request]
depends upon which cities apply for funding, for how nuch they
apply, and how high the [project] scores. The departnent has a
prioritization system and scoring criteria. M. Giffith said
that although he doesn't know which communities wll apply or
how well their projects wll score, he said that one should
expect that each year there will be sone additional costs to the
state as it wll be paying a greater percentage of the overal
project costs in these cities.

8:48: 01 AM

REPRESENTATI VE CI SSNA remarked that sone comunities sinply
don't have safe water. She then inquired as to the percentage
of communities applying that are renote or rural comunities.
She also inquired as to how HB 369 hel ps increase the safety of
Al aska.

MR. GRIFFITH pointed out that there are two different prograns
and capital funding requests are involved. This legislation
woul d inpact the matching ratio for those comunities applying
t hrough the nunicipal matching grant program Most small rura
communities are eligible for capital funding through the Village
Safe Water Program which doesn't require a capital match. The
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eligibility requirements of the Village Safe Water Program all ow
all second class cities to apply as well as first class cities
and uni ncorporated comunities with a population |ess than 600.
The af orenmenti oned enconpasses over 200 comunities in the state
and nost of the smaller rural conmunities. He noted that DEC
has a separate capital request for those projects under the
Village Safe Water Program The departnment receives 75 percent
of the funding for projects under the Village Safe Water Program
from the federal governnent and the state is only required to
provide a 25 percent match with state funds. Cenerally, DEC
requests the required state match for federal funds avail able.
It's a separate decision for the legislature to determ ne how
much funding to provide for the nunicipal grant projects, he
expl ai ned.

8:51:53 AM

REPRESENTATIVE CISSNA requested information regarding the
Village Safe Water Program and the funding anmount in order
conpare to the existing systens.

8:52:34 AM

M5. BLAISDELL returned to an earlier question regarding the
i npact of increasing the population threshold to 15, 000. She
remnded the comittee that it wasn't that long ago that
Ketchikan and Sitka were close to the 10,000 population
t hreshol d. Changi ng the population to 15,000 would certainly
result in appreciation of a nore attractive natch rate. MVs.
Bl ai sdel | specified that there aren't any specific cities with
popul ati ons between 10,000 and 30, 000. Therefore, raising the
popul ation threshold mght result in an econom c boost to those
comunities close to 10, 000. She indicated that Palnmer, wth
it's potential annexation, may fall into such a category. The
10,000 population threshold was chosen as the next rounded
nunber of popul ation, which would include the few cities just
above the 5,000 threshold that don't have a high enough
popul ation base to pay the additional costs of that economc
gr owt h.

8:54:22 AM

CO CHAI R LEDQUX, upon determ ning no one else wished to testify,
cl osed public testinony.

8:54:35 AM
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CO CHAI R FAI RCLOUGH noved to report HB 369 out of commttee with
i ndi vidual recomrendations and the acconpanying fiscal notes.
There being no objection, it was so ordered.

8:55:17 AM

ADJ QURNVENT

There being no further business before the commttee, the House
Community and Regional Affairs Standing Commttee neeting was
adj ourned at 8:55:21 AM
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