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IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION

I B Y  TH E SEN A TE COMMUNITY AND REGIONAL AFFAIRS CO M M ITTEE

Offered:

Referred:

Sporisor(s): SENATE RULES CO M M ITTEE BY  REQUEST OF TH E GOVERNOR

A BILL
I

FOR AN ACT ENTITLED
l|
il "An Act authorizing the issuance and sale of revenue bonds to fund public 

wastewater systems, nonpoint source water pollution control projects, including

! I
solid waste management systems, and estuary conservation and management

. . .  Iprojects; authorizing the use of the Alaska clean water fund to pay and secure 

* .the bonds and to pay costs related to issuance and administration of the bonds;
!| !

authorizing certain measures to secure payment of the bonds; and amending
i
| Rule 3, Alaska Rules of Civil Procedure."
i

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

* Section I. POLICY AND PURPOSES. The legislature finds that the expenditures, 

transfers, and applications of money, and the use 3f the public credit through the issuance of 

revenue bonds, as authorized by this Act, will serve a public purpose by allowing the financing 

1 of needed public water quality improvements substantially sooner than would otherwise be 

possible.

CS FO R  S E N A T E  B IL L  NO. 207(CRA)
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* Sec. 2. AS 37.15 is amended by adding new sections to read:

ARTICLE 3A. ALASKA CLEAN WATER FUND BONDS.

Sec. 37.15.560. BOND AUTHORIZATION, (a) For purposes of providing part 

of the money to be used to provide financial assistance to municipalities and other 1 

qualified entities for the purposes stated in AS 46.03.032(d), including the costs of bond j 

issuance and administration, the issuance and sale of revenue bonds of the state is 

authorized, subject to (b) of this section. The bonds are to be issued by the state bond 

committee, as provided in AS 37.15.560 - 37.15.605, as part of the Alaska clean water 

fund revolving loan fund program (AS 46.03.032), a public enterprise of the state. The 

net proceeds of the sale of the bonds, remaining after any payment of costs of issuance 

and administration, shall be paid into the Alaska clean water fund. Accrued interest paid 

on the bonds shall be paid into the Alaska clean water fund for transfer to the Alaska 

clean water fund revenue bond redemption fund (AS 37.15.565).

(b) The state bond committee may not issue more than 515,000,000 in revenue 

bonds during a Fiscal year, excluding refunding bonds. The total amount of revenue ( 

bonds outstanding at any one time may not exceed 5150,000,000, including principal and '

interest owed on the bonds./
(c) The bonds do not constitute a general obligation of the state. Authorization  ̂

by the voters of the state or the legislature is not required.

(d) The state bond committee may enter into agreements with other state 

agencies as necessary or convenient to implement AS 37.15.560 - 37.15.605.

(e) The state bond committee may contract for the services of underwriters, 

paying agents, trustees, bond printers, rating agencies, bond insurance, credit , 

enhancement providers, accountants, financial advisors, and bond counsel, and other J 

services as are necessary to accomplish the bond issuance and sale.

Sec. 37.15.565. BOND REDEMPTION FUND, (a) There is established a j 
special fund of the state, known as the "Alaska clean water fund revenue bond 

redemption fund," which is a trust fund for paying and securing the payment of the 

principal of and interest and redemption premium, if any, on the bonds and which shall 

be at all times completely segregated and set apart from all other funds of the state. The 

committee, on behalf of the state, may obligate and bind the state to set aside and pay 

into the bond redemption fund, on a monthly or other periodic basis, any part or parts

207(CRA) •2*
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of, or all of, or a fixed proportion of, or a fixed amount of die money in die Alaska clean
■

water fund (AS 46.03.032) sufficient to pay the principal of and interest and redemption 

premium, if any, on the bonds and, if it considers it necessary, to set aside and maintain 

reserves for this purpose. The bond redemption fund shall be drawn upon only for the 

purpose of paying the principal of and interest and redemption premium, if any, on the 

bonds, together with related trustee fees, if any.

(b) Money in the bond redemption fund may be invested in the same manner and
I

on the same conditions as permitted for investment of money belonging to the state or 

held in the treasury under AS 37.10.070; however, the committee may agree with the 

bondholders to further limit these investments. Earnings on investments must be retained 

in the bond redemption fund.

(c) Separate accounts may be created in the bond redemption fund for the 

purposes of paying and securing the bonds. The accounts may be combined for purposes 

of investment.

Sec. 37.15.570. BOND TERMS, (a) The bonds may be issued and sold at 

public or negotiated sale in the manner, in the amounts or series, and at the time or times ' 

that the committee determines. The bonds, or each series of them, shall be sold at the 

price and upon the terms, conditions, and covenants set by the committee after 

considering market conditions. Interest rates may be fixed or variable.

(b) The bonds mature at the time or times fixed by the committee. The bonds ;
I

may be subject to redemption before their fixed maturities, as determined by the
!

committee, with or without a premium or premiums. The bonds may be in 

denominations determined by the committee; may be issued in fully or partially 

registered form; must be payable as to principal and interest at the place or places 

determined by the committee; must be signed on behalf of (he state in the manner 

provided by the committee; must be issued under and subject to the terms, conditions, 

covenants, and protective features safeguarding payment of the bonds and relating to the j 

funding of projects as found necessary by the committee, including covenants requiring 

the setting aside and maintenance of certain reserves to secure the payment of principal 

and interest, all under regulations and conditions of the committee.

(c) The committee may pledge to the payment of the principal of and interest 

on bonds issued by the committee part or all of the legally available money or other
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assets on hand in the Alaska clean water fund (AS 46.03.032); part or all of the revenue 

of the Alaska clean water fund, including federal capitalization grants, the proceeds of 

loan repayments, and interest on money in the fund; the proceeds of the sale of bonds; 

and money on hand in the bond redemption fund. Revenue of the Alaska clean water 

fund, if so pledged, must be paid into the Alaska clean water fund. The committee may 

provide for the issuance of additional bonds, secured by a pledge of money and revenue, 

ranking junior to, senior to, or on a parity with, outstanding bonds, upon conditions 

prescribed in the bond resolution. A pledge of loan repayments securing bonds may be 

made applicable to specific loans from the Alask'1 clean water fund or, on a pooled basis,
i

to all loan repayments received.

(d) If the committee finds it reasonably necessary, the committee may select a 

trustee or trustees for the holders of the bonds, or any series of them, for the 

safeguarding and disbursement of any of the money in the bond redemption fund created 

by AS 37.15.565, or for duties with respect to the enforcement, authentication, delivoy,
I

payment, and registration of the bonds as the committee may determine. The committee 

shall fix the rights, duties, powers, and obligations of the trustee or trustees.

(e) In its determination of all matters and questions relating to the issuance and ' 

sale of the bonds and the fixing of their maturities, terms, conditions, and covenants as | 

provided in (a) - (d) of this section, the decisions of the committee shall be those that 

are reasonably necessary for the best interests of the state and its inhabitants and that will 

accomplish the most advantageous sale of the bonds, with due regard, however, for the 

continued funding under AS 46.03.032 of the categories of projects identified in 

AS 46.03.032(d). Decisions of the committee, as expressed in a bond resolution, are 

final and are conclusively considered to comply with the requirements of AS 37.15.560 •

37.15.605 and AS 46.03.032.
I

(0 A bond resolution may provide that the bonds issued must contain a recital 

that they are issued under AS 37.15.560 - 37.15.605 and AS 46.03.032, and a bond 

containing this recital is conclusively considered to be valid and to have been issued in 

conformity with AS 37.15.560 - 37.15.605 and AS 46.03.032.

Sec. 37.15.573. BOND RESOLUTION. The committee shall authorize the 

issuance of bonds by adopting a resolution and shall prepare all other documents and 

proceedings necessary for the issuance, sale, and delivery of the bonds or anv part or
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series of them. The bond resolution must fix the principal amount, denominations, date, : 

maturities, manner of sale, place or places of payment, rights of redemption, if any, 

terms, form, conditions, and covenants of the bonds or each series of them. A bond 

resolution may state terms, conditions, amounts, and other limitations on loans to be
i

made from the Alaska clean water fund (AS 46.03.032) from the relevant bond proceeds. 1

Sec. 37.15.575. STATE AID INTERCEPT. If a municipality is in default on 

the payment of principal or interest on a loan from the Alaska clean water fund 

(AS 46.03.032), the committee may provide written notice of default to the state agency 

that is the custodian of money that is payable to the municipality. If the committee 

determines to provide notice, a separate written notice shall be given in each instance of 

default. Notwithstanding any other provision of law, at any time after receipt of written 

notice of default, the agency head shall withhold payment of the money from the 

municipality. The agency head shall pay over the withheld money to the committee for 

deposit in the Alaska clean water fund for the purpose of paying or securing the principal' 

and interest on the loan.

Sec. 37.15.580. PLEDGE OF THE STATE. The state pledges to and agrees 

with the holders of bonds issued by the committee under AS 37.15.560 - 37.15.605 and 

AS 46.03.032 that the state will not limit or alter the rights and powers vested in the  ̂

committee by AS 37.15.560 - 37.15.605 and AS 46.03.032 to fulfill the terms of any 

contract made by the committee with the holders, or in any way impair the rights and
I

remedies of the holders until the principal amount of the bonds, together with the interest 

on them with interest on unpaid installments of interest, arc fully met and discharged. 

The committee may include this pledge and agreement of the state in a contract with the 

holders.

Sec. 37.15.583. ENFORCEMENT BY BONDOWNER. (a) The owner or , 

owners of not less than 10 percent of the aggregate principal amount of any series or 

issue of bonds or the trustee for the owners of the bonds or any series of them may, by 

appropriate proceedings in state court, require and compel the transfer, setting aside, and 

payment of money and the enforcement of all of the terms, conditions, and covenants as 

required and provided in AS 37.15.560 - 37.15.605, AS 46.03.032, and the bond 

resolution.

(b) A proceeding under (a) of this section may be commenced and conducted
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only in the Superior Court for the State of Alaska, First Judicial District at Juneau.

Sec. 37.15.585. AMOUNTS REQUIRED FOR PAYMENTS. The committee ' 

shall, before June 30 of each year or from time to time within the year, as appropriate, ’ 

commencing with the year in which the bonds are issued, certify to the commissioners 

of revenue and environmental conservation the amounts required in the current fiscal 

year and the next ensuing fiscal year by the bond resolution or resolutions to be paid out 

of the Alaska clean water fund into the bond redemption fund and to be paid into and 

maintained in any reserve fund or account or other fund or account created by the bond 

resolution or resolutions, and shall also certify to the commissioners the last date or dates 

upon which payments may be made.

Sec. 37.15.587. PURPOSES AND SUFFICIENCY OF REVENUE. The 

proceeds of bonds may be used for the purposes described in AS 46.03.032(d). Bonds 

may not be issued unless the committee first finds that revenue to be derived from 

repayment of loans from the Alaska clean water fund will be sufficient, together with 

other available money, to comply with all the covenants of the bond resolutions.

Sec. 37.15.590. REFUNDING, (a) The committee may refund the bonds or any 

part of them at or before their maturities or redemption dates by the issuance of 

refunding revenue bonds of the state if, in the opinion of the committee, refunding is  ̂

advantageous to and in the best interests of the state and its inhabitants.

(b) The issuance of refunding bonds need not be authorized by the voters of the |
state or by an act of the legislature. The committee shall adopt the resolution or 

resolutions and prepare all other documents and proceedings necessary for the issuance,1 

exchange or sale, and delivery of the refunding. All provisions of AS 37.15.560 - ^

37.15.605 and AS 46.03.032 applicable to revenue bonds are applicable to the refunding 

bonds and to the issuance, sale, or exchange of them, except as otherwise provided in 

this section.

(c) Refunding bonds may be issued in a principal amount sufficient to provide 

money for the advance or current refunding of all bonds to be refunded and interest on 

the refunded bonds and. in addition, for the payment of all costs of issuance and 

administration of the refunding bonds. These expenses also include the difference in 

amount between the par value of the refunding bonds and any amount less than par for 

which the refunding bonds arc sold; the premium, if any, necessary to be paid in order
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to call or retire the outstanding bonds and the interest accruing on them to date of the ! 

call or retirement; and other such costs. The committee is authorized to incur such j 

expenses.

(d) The committee may contract with a refunding trustee to hold the proceeds  ̂

of refunding bonds in trust until the proceeds, together with earnings on the proceeds, 

arc applied to pay the principal of, premium, if any, and interest on the bonds to be 

refunded. Until the refunding bond proceeds are applied, the proceeds may be invested ‘ 

in direct obligations of, or obligations guaranteed by, the United States or an agency or 

corporation of the United States whose obligations constitute direct obligations of, or 

obligations guaranteed by, the United States.

Sec. 37.15.595. BONDS AS LEGAL INVESTMENTS. The bonds are legal 

investments for all banks, trust companies, savings banks, savings and loan associations, 

and other persons carrying on a banking business, all insurance companies and other 

persons carrying on an insurance business, and all executors, administrators, trustees, and 

other fiduciaries. The bonds may be accepted as security for deposits of all money of 

the state and its political subdivisions.

Sec. 37.15.603. REGULATIONS. The committee may adopt regulations 

necessary to implement the provisions of AS 37.15.560 - 37.15.605.

Sec. 37.15.605. DEFINITIONS. In AS 37.15.560 - 37.15.605,

(1) "bond redemption fund" means the Alaska clean water fund revenue 

bond redemption fund established in AS 37.15.565;

(2) "bond resolution" means the resolution or resolutions adopted by the 

committee under AS 37.15.573 authorizing the issuance of bonds;

(3) "bonds" means the Alaska clean water fund revenue bonds authorized 

in AS 37.15.560 - 37.15.605;

(4) "commissioner of revenue" means the principal executive officer of 

the Department of Revenue as provided in AS 44.25.010, or a successor;

(5) "commissioner of environmental conservation" means the principal 

executive officer of the Department of Environmental Conservation as provided in 

AS 44.46.010, or a successor;

(6) "committee" means the state bond committee created in AS 37.15.110 

or any other committee, body, department, or officer of the state that succeeds to the
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I
rights, powers, duties, and obligations of the state bond committee by lawful act of the 

legislature;

(7) "costs of issuance and administration" means all costs associated with
I

issuance and administration of Alaska clean water fund revenue bonds and refunding 

bonds, including costs of bond printing, official statements, financial advisors, travel 1 

costs, rating agencies, bond insurance, letters and lines of credit for credit enhancement, 

underwriters, legal services, paying asents, bond registrars, bond and esc ow trustees, |
I

arbitrage rebate, and all other costs, including administrative costs, both direct and 

indirect.

* Sec. 3. AS 46.03.032(a) is amended to read;

(a) There is established as a separate fund the Alaska clean water fund, which 

is distinct from any other money or fund in the treasury, and which consists of money 

appropriated by the legislature to meet federal matching requirements, federal 

capitalization grants, loan repayments, interest received from loan repayments, [AND] 

interest received from investment of money in the Alaska clean water fund, and the 

proceeds and accrued interest received from the sale of revenue bonds issued under 

AS 37.15.560 - 37.15.605 and secured hv the Alaska clean water fund. Separate 

a ccounts mav he created in the Alaska clean water fund. The accounts mav he 

combined for purposes of investment.
i

* Sec. 4. AS 46.03.032(b) is amended to read:

(b) 'r he department shall administer the Alaska clean water fund consistent with 

the requirements of this section and AS 37.15.560 - 37.15.605.

* Sec. 5. AS 46.03.032(c) is amended to read:

(c) The department may accept and make use of all capitalization grants 

provided by the federal government under 33 U.S.C. 1251 - 1387 (the federal Clean 

Water Act), as amended [BY P.L. 100-4].

* Sec. 6. AS 46.03.032(d) is repealed and reenacted to read:
I

(d) Except as otherwise limited by federal law, the Alaska clean water fund may

be used

(1) for the following categories of projects:

(A) planning, designing, building, constructing, and rehabilitating 

a public wastewater collection, treatment, or discharge system;

C S S B  207(CRA) -8-
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(B) implementing a management program for controlling water 

pollution from nonpoint sources under 33 U.S.C. 1329, including planning, 

designing, building, constructing, and rehabilitating a solid waste management

system; and j
I

(C) developing and implementing an estuary conservation and 

management program under 33 U.S.C. 1330;
t

(2) to provide the following types of financial assistance for the I
categories of projects listed in (1) of this subsection:

(A) making loans to municipalities and other qualified entities;

(B) buying or refinancing the debt obligations of a municipality 

or other qualified entity;

(C) providing collateral security for or purchasing insurance for 

a municipal or other qualified entity debt obligation; and

(3) to pay and secure the payment of the principal of and interest on 

revenue bonds issued by the state and to pay the costs of issuance and administration of 

the bonds, so long as the proceeds of the bond sale are deposited in die Alaska clean
I

water fund.

* Sec. 7. AS ‘16.03.032(0 is repealed and reenacted to read:

(0  The department

(1) may spend money from the Alaska clean water fund to pay die costs

of

(A) administering the fund; and

(B) the department in conducting activities under this section and 

AS 37.15.560 - 37.15.605. including the costs of issuance and administration as 

defined in AS 37.15.605;

(2) shall spend money from the Alaska clean water fund to pay

(A) into the bond redemption fund (AS 37.15.565}, and into any
}

other bond redemption fund or account created by a relevant bond rcsoludon, the 

amount certified by the state bond committee under AS 37.15.585; and

(B) the costs of the state bond committee in conducting activities 

under this section and AS 37.15.560 - 37.15.605. including the costs of issuance 

and administration as defined in AS 37.15.605.
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II

I

1 : * See. 8. AS 46.03.032(g) is amended to read:

2 (g) A municipality or other qualified entity wishing to borrow money from the

3 Alaska clean water fund shall demonstrate to the satisfaction of the department that it

4 [THE MUNICIPALITY]
* !! ,o (1) has sufficient legal authority to incur the debt for which it is

t|
6 j  applying; and

|l
7 (2) will establish and maintain a dedicated source of revenue or other

8 acceptable revenue source for repayment of the loan and sufficient reserves for the
I!

9 loan as may be necessary.
i!

10 * Sec. 9. AS 46.03.032(j) is amended to read:

11
p i

:
13 !

14

16

17

18

27

28 

29

(j) Except as necessary to comnlv with the covenants of a bond resolution 

under AS 37.15.573. a [A] loan made by the department shall be made according to the 

standards, criteria, and procedures established by regulations under this section. A loan 

made from the Alaska clean water fund mav he subject to the state aid intercept

IS provisions of AS 37.15.575. Except as necessary to comply with the covenants of

a bond resolution tinder AS 37.15.573. in [IN] making a loan from the Alaska clean

water fund for a solid waste management system [FACILITY'], the department shall give

priority to a project that will alleviate severe health or environmental concerns in the
w

19 community or region proposing the svstetn [FACILITY]. In addition, the department

20 may consider

21 (1) the extent of local or regional support for the proposed svstem

22 [FACILITY]; and

23 (2) the extent to which the applicant can demonstrate that the full range

24 of solid waste management options has been reasonably considered and that the proposed

25 svstem [FACILITY] is consistent with the promotion of the solid and hazardous waste

26 management practices established in AS 46.06.021 [rN THE FOLLOWING Op DER OF 

PRIORITY:

(A) WASTE SOURCE REDUCTION;

(B) RECYCLING OF WASTE;

30 |  (C) WASTE TREATMENT; AND

31 (D) WASTE DISPOSAL].

32 • See. 10. AS 46.03.032(k) is amended to read:

CSSB 207(CRA) -10-
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2 1'
3

4

5

6 

7

1

8

9 i 

10 

11 

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

26

27

28

29

30

31

32

(k) The department shall prepare reports required by the iedera.l government in 

conjunction with federal capitalization grant award conditions. The department shall 

also prepare reports and notices, including notices of default, required hv the state

bond committee in conjunction with bonds issued under AS 37.15.560 - 37.15.605. 

The department shall also prepare a biennial report on the Alaska clean water fund and 

notify the legislature that it is available on or before the first day of each first regular 

session of the legislature.

* See. 11. AS 46.03.032(o) is amended to read:

(o) In this section,

(1) "other qualified entity1* means an intermunicipal or interstate 

ngencv as those terms are used in 33 U.S.C. 1383, and mav include an authority, 

corporation, instrumentality, enterprise, or other entity formed through an 

agreement between a municipality and one or more other governmental entities 

under AS 29.35.010(13) or under art. X. sec. 13. Constitution of the State of 

Alaska, o r between a municipality and a regional housing authority under 

AS 18.55.996(b):

(2) "solid waste management svstem [FACILITY]" includes capital 

improvements and equipment used for the purpose of solid and hazardous waste source 

reduction, recycling, treatment, or disposal. j
* Sec. 12. AS 46.03.032 is amended by adding a new subsection to read:

(p) Regulations adopted by the department under this section that would affect 

issuance or repayment of revenue bonds under AS 37.15.560 - 37.15.605 may not be
I

inconsistent with those statutes or with regulations adopted by the state bond 

committee under those statutes. To the extent that regulations adopted by the 

department are inconsistent with AS 37.15.560 - AS 37.15.605, with regulations
i

adopted by the state bond committee under those statutes, or with the covenants of a j 

bond resolution adopted under AS 37.15.573, the provisions of AS 37.15.560 - 

37.15.605, the regulations adopted under those statutes, and the covenants of the bond ' 

resolution govern.

* Sec. 13. The provisions of AS 37.15.583(b), enacted by sec. 2 of this Act, have the effect; 

of changing Rule 3, Alaska Rules of Civil Procedure, by limiting, to the Superior Court for  ̂

the State of Alaska, First Judicial District at Juneau, line venue district in which a proceeding

-11-
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under AS 37.15.583(a), enacted by sec. 2 of this Act, may be commenced and conducted.

* Sec. 14. The provisions of AS 37.15.583(b), enacted by sec. 2 of this Act, take effect j 

only if sec. 13 of this Act receives the two-thirds majority vote of each house required by 

an. IV, sec. 15, Constitution of the State of Alaska.

I
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A M E N D M E N T

OFFERED IN THE SENATE B Y  SENATOR TORGERSON

TO: SB 207

1 Page 6, line 6, after "in":

2 Insert "the current fiscal year and"

3 Page 8, line 12, after "letters":

4 Insert "and lines"



9-GS2014\A .2^
C oo k

2/21/96

A M E N  I) M IS N T

TO: SB 207

1 Page 2, line 7, after "authorized":

2 Insert ", subject to (b) of this section"

3 Page 2, after line 13:

4 Insert a new subsection to read:

5 "(b) The state bond committee may not issue more than $15,000,000 in

6 revenue bonds during a fiscal year, excluding refunding bonds. The total amount of

7 revenue bonds outstanding at any one time may not exceed S I50,000,000, including

8 principal and interest owed on the bonds."

9 Reletter the following subsections accordingly.

-1-



1 Page 7, lines 1 9 -2 1 :

2 Delete all material.

3 Page 8, lines 27 - 28:

4 Delete "The provisions of this section shall he liberally construed in order to

5 carry  out the purposes for which they were enacted."

9 -G S 2 0 1 4Y A .3  ^
C o o k

2 /2 1 /9 6

A M E N D M E N T

O FFER ED  IN  THE SEN A TE  B Y  SEN A TO R  TO RGERSO N
TO: SB 207

-1 -



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

9 -G S 201 4V A .4
C o o k

2 /2 1 /9 6

Page 2, line 5:

Delete "state agencies"

Insert "other qualified entities"

Page 9, line 18:

Delete "state agencies"

Insert "other qualified entities"

Page 9, line 20:

Delete "state agency"

Insert "other qualified entity"

Page 9, line 22:

Delete "state agency"

Insert "other qualified entity"

Page 10, line 11:

Delete "state agency"

Insert "other Qualified entity"

Page 11, line 20, following "(IV:

Insert ""other qualified entity" means an intenminicinal or interstate agency as

those terms nrc used in 33 U.S.C. 1383. and  mav include an authority, corporation.

instrumentality, enterprise, or other entity formed through an agreement between a

municipality and one or more other governmental entities under AS 29.35.010(13) or

A M E N D M E N T

O FFERED  IN  TH E  SEN A TE  BY  SEN A TO R  TO RGERSON
TO: SB 207

-1-



1 under art. X, see. 13. Constitution of the State of Alaska, or between a municipality and

2 a regional housing authority under AS 18.55.9%fh):

3 12)"

4 Page 11, lines 22 - 25:

5 Delete

6 (2) "state agency1* means a department, authority, public

7 corporation, instrumentality, or other administrative unit of the executive branch

8 of state government"

9-GS2014VA.4
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• Projected bond costs have not yet been determined. Please see attached explanations.

The department supports this bill that authorizes the sale o f revenue bonds to be used by the Alaska Clean Water Fund 
to fund construction o f public wastewater systems, nonpoint source water pollution control projects, 
including solid waste management systems, and estuary conservation and management projects.
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Alaska Clean Water Fund - Bond Sales / Reasons why costs can not be determined:

The proceeds from the sale of bonds is to supplement available loan funds. Therefore, bonds will 
only be sold if the demand for construction loans exceeds the amount available in the Alaska 
Clean Water Fund (ACWF). However, the sale will have to be timed to allow a certain amount 
of the ACWF to be held as collateral for the bonds sold. Further considerations in the timing o f  
the sale of bonds includes several financial issues such as rebate as it applies to selling bonds.

The department is working closely with the State Bond Committee, the Bond Committee’s bond 
counsel and financial advisors to ensure all of these co items are adequately addressed and that a 
bond sale only occurs when it is advantageous to the state. Consequently, the costs related to the 
sale of the bonds is unknown at this time. Finally, costs associated with the sale of bonds are 
usually paid from the proceeds of the bond sale.



AMENDMENT

O F F E R E D  IN T H E  S E N A T E

TO: S B  207

P a g e  6 , l i n e  6 :

F o l l o w i n g  " l e q u i r e d  in":

I n s e r t  "che c u r r e n t  fiscal y e a r  and"

P a g e  8 , l i n e  12:

F o l l o w i n g  "letters" :

I n s e r t  "and lines"

•Requested Amendment-Dept. of Rcvr
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S T A T E  O F  A L A S K A  
D E P A R T M E N T  O F  R E V E N U E  

T R E A S U R Y  D IV IS IO N
P.O. BOX 110405 

JUNEAU, AK 99811*0405

FACSIMILE TRANSMISSION COVER SHEET

DATE. 

FAX NUMBER: 

TO

ATTENTION.

FROM:

January 8, 1996 

67.15 / 5177

T J S y  o n e

Mmie Sanson^J/ Mika Burn*

Forrest R. Browne 

NUMBER OF PAGES FOLLOWING THIS TRANSMISSION: 2

I f  this transmission Is incomplete, please call this office at the following number:

PHONE NUMBER: (907) 465*J750 

FAX NUMBER: (P07) 465-2194

COMMENTS: Chester & I have reviewed the January 4th. Clean Water legislation and 
have the following suggested changes; Page 6 still needs "the current 
fiscal y e a r  and" in srrtr .d  Interest (and perhaps principal' payments start 
six months after dosing, which may be in the same fiscal year as the 
closing, On page 8 , su g g e st  adding "and lines" of credit. ‘1 his i3 

apparently a new and less costly method of credit enhancement which is 
sometimes being used to obtain a AAA rating on revenue bonds.



T ony Knovvi.es
G O V E R N O R

P .O .  B o x  110001 
J u n e a u .  A l a s k a  900110001 

(907) 465-3500 
F a x  (907) 465-3532

S t a t e  o f  A l a s k a
O F F I C E  O F  T H E  G O V E R N O R

J uneau

January 8, 1996

The Honorable Drue Pearce 
President o f  the Senate 
Alaska State Legislature 
State Capitol 
Juneau, AK 99801-1182

Dear President Pearce:

Under the authority o f  art. Ill, sec. 18, o f  the Alaska Constitution, I am transmitting a 
bill to authorize the state bond committee to issue and sell state revenue bonds to fund 
public wastewater treatment systems, solid waste management systems, nonpoint source 
water pollution control projects, and estuary conservation and management projects. 
This bill also authorizes the Department o f  Environmental Conservation to use the 
Alaska clean water fund, a revolving loan fund, as security for the payment o f  the 
principal and interest on the bonds, provided the bond proceeds are deposited in the 
fund. By using the fund as security for the bonds, the state will be able to leverage or 
increase the amount o f money in the fund that is available to municipalities and state 
agencies for water pollution control projects.

Section 2 o f  the bill provides the legal framework for the bond issuance and sale. This 
section is patterned after the international airports revenue bonds statutes, and 
establishes a cooperative relationship between DEC, which administers the Alaska 
clean water fund, and the state bond committee, which will administer the bond 
program. 'Hie bill requires the state bond committee to conduct its activities in the 
best interests o f  the state and its inhabitants, in a manner that will accomplish the most 
advantageous sale o f the bonds, with due regard for the continued funding o f projects 
under the Alaska clean water fund program.

Governo r’s Le tte r o f T ransm itta l



Sections 3-12 o f  the bill amend the clean water fund loan program to clarity the 
statute. It authorizes DEC to use the fund to secure state-issued bonds and to make 
other amendments necessary to acknowledge the bond-issuance and repayment process.

I urge your prompt consideration and passage o f  this bill.

The H ono rab le  D ru e  Pearce
Janua ry  8, 1996
Page 2

Sincerely,



TONY KNOWLES, GOVERNOR

OFFICE OF T1 IE COMMISSIONER Phone: 465-5066
410 Willoughby Avenue Fax: 465-5070
Juneau, Alaska 99801 -1795

January 25, 1996

The Honorable John Torgerson, Chairman 
Senate Committee on Community and Regional Af fairs 
Alaska State Legislature 
Juneau. Alaska 99801

SUBJECT: Request for hearing on Senate Bill 207 

Dear Senator Torgerson:

The Governor's Office and the Department of Environmental Conservation request that 
public hearings be scheduled for Senate Bill 207. This bill is important for Alaskans for many 
reasons. It affords a way for our communities to obtain low-cost financing for their water 
pollution projects far into the future. This proposal will accomplish this goal without any 
significant general funding required and in fact, at some point in the future, could eliminate the 
need for legislative appropriations. Alaskan communities are simultaneously faced with many 
federal regulatory burdens and diminishing financial resources. It is important that we provide 
them with financial tools to deal with the many problems that they encounter. This bill would 
provide one o f  these financial tools.

We have attached a short analysis of the bill for your convenience in understanding the 
intent o f  the Legislation. At this time, the Alaska Clean Water Fund has the required collateral to 
support the proposed revenue bond leveraging plan. If legislation is enacted this session, 
adequate collateral would remain to ensure a large enough bond issue to meet anticipated 
demand. Delay in enacting this legislation will reduce the program's effectiveness in meeting 
our water pollution capital project needs. For this reason, we ask that the hearings be scheduled 
as soon as possible. If you wish to discuss this legislation, please call Keith Kelton at 465-5135. 
Thank you for your consideration.

Sincerely.

n l u l . l L -
Michele Brown 
Commissioner

D E P T .  O F  E N V I I I O N M E N T A L  C O N S E R V A T I O N

MB\KK:lp i l l  Ui> i k n c . i l  h u m *  .icvsi hear m e  I M i l  

Enclosure: Bill Analysis



S E N A T E  B IL L  207
H O U SE  B IL L  401

This bill will authotize the State Bond Committee to issue and sell State revenue bonds to 
provide funds for the Department o f  Environmental Conservation (DEC) to offer low-interest 
loans to municipalities. The municipalities would use these funds to finance the construction of 
public wastewater treatment systems, solid waste management systems, nonpoint source water 
pollution control projects and estuary conservation and management projects. DEC already 
operates the Alaska clean water fund, a revolving loan program that is funded by federal grants 
and State appropriations. The demand for these subsidized loans has been growing with the 
increase in federal requirements placed upon the local communities and the concurrent reduction 
in State revenues in the last few years. It is estimated that the demand for loans will exhaust the 
available supply of funds by the summer o f  1998.

One solution to this problem is to leverage the Alaska clean water fund, that is. to increase the 
amount o f  money available to finance water pollution control projects by using the fund as 
collateral to secure State-issjed revenue bonds. Programs similar to this proposal are currently 
in place in 21 stales. Communities collect user fees for their sewerage and solid waste projects to 
provide the money to make their annual loan payments to the Department. Under this leveraging 
concept, the annual loan repayments would be used to pay back the bond investors. Nationwide, 
in the six years o f  operation o f  the clean water loan funds, there has never been a loan default. 
With such an excellent repayment history, the program risk is very small. A sizable corpus of 
money in the fund would provide extra security for the bonds and would also result in lower 
program costs which could be passed onto the municipalities. If this bill could be enacted this 
session, an adequate amount would be available in the corpus to accomplish this. Delays in 
passage will reduce the amount available to leverage and minimize the effectiveness o f  the 
legislation.

This type of bond sales program has been previously authorized to the State bond committee. In 
fact, this legislation is patterned after the stature created for the International Airport bond sales 
done by the committee for the Department o f Transportation. The State bond committee has the 
expertise to properly conduct a bond sales issue. DEC has the expertise to properiy run the clean 
water fund program. This legislation provides a simple, efficient method to assist the 
incorporated communities of the State by ensuring that low-cost loans for essential projects will 
be available well into the future, while reducing the demand for generai-tunded capital projects.

D E P A R T M E N T  O F  E N V IR O N M E N T A L  C O N S E R V A T IO N  B IL L  S U M M A R Y
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Department of Environmental Conservation 
Facility Construction and Operation 
410 Willoughby Avenue, Suite 105 

Juneau, AK 99801-1795 
Phone: 465-5180 
Fax: 465-5177

Keith Kelton, Director

S e n d i n g  To: __________________________________
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We recommend the following sentences be placed in SB 207, Section 

2, page 2, line 9 at the tnd of the sentence that finishes, "a 
public enterprise of the state.*

Listed in order of pre f e r e n c e  The amounts and p e rcentages shown 
are suggested for dis c u s s i o n  pur p o s e s  only.

1) The state bond committee aiay not ii«ue more than 
$15,000,000 in revenue bonds in uny one fiscal year, 
exclusive of refunding bon'u. However, no more than 
$7,500,000 of bond proceeds bo loaned to one 
municipality or other qualified entity in any one 
fiscal year. The total amount of revenue bonds 
outstanding at any one timo may nô . exceed 
$150,000,000; exclusive of refunding bondB.

2) The state bond committee may not lssua more than
$30,000,000 in revenue bonds in any two consecutive
fiscal years, exclusive of refunding bonis. The total 
amount of revenue bonds outstanding at any one time may 
not exceed $150,000,000; exclusive of refu.iding bonds.

3) The state bond committee may not issue more vhan
$15,000,000 in revenue bonds in any one fiscal y.var,
exclusive of refunding bonds. The total amount of 
revenue bonds outstanding at any one time may net 
oxceed $150,000,000; exclusive of refunding bonds.
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We recommend the follo w i n g  sentences be p l a c e d  in SB 207, Section 

2, page 2, lino 9 at the end o f  the sentence tnat finishes, "a 

public enterprise of the state."

L isted in order of preference. The a m o u n t s  and p e r c e n t a g e s  shown 

are suggested for d i s c u s s i o n  p u r p o s e s  only.

1) The state bond commit too may not issue moro than 

$15,000,000 in revenue bonds in any one fiscal year, 

exclusive of refunding bonds. However, no municipality 

may borrow more than 50% of the total amount of bonds 

sold in any one fiscal year. The total amount of 

revenue bonds outstanding at any one time may not 

exceed $150,000,000; exclusive of refunding bonds.

2) The state bond committee may not issue more than

'$20,000,000 in revenue bond* in any two consecutive

fiscal year®, exclusive of refunding bonds. The tota? 

amount of revenue bondfl outstanding at any one time may 

not exceed $150,000,000; exclusive of refunding bonds.

3) The state bond committee may not issue more than

$15,000,000 in revenue bonds in any one fiscal year,

exclusive c f  refunding bends. The total amount of 

revenue bonds outstanding at «ny one time may not 

exceed $150,000,000; exclusive of refunding bonds.
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§ 44.86.100 Sta» Government § 44.oJ.120

R«vi»or'» notes. —  Enacted u  A S  
44.68.095. Ranumbored in 1980

Sec. 44.85.100. Annual report and audit, (a) Before October 1 of 
each year the bond bank authority shall make a report of ita activities 
for the preceding fiscal year to the governor and to tha legislature. 
The report shall eat out a complete operating and financial statement 
covering its operations during the year. The bond bank authority 
must have an audit of its books and accounts made at least once in 
each year by certified public accountants and the cost of the audit 
shall be considered an expense of the bond bank authority and a copy 
of the audit shall be filed with the commissioner of revonue and the 
legislature.

(b) The bond bank authority shall include in the report required by
(a) of this section an estimate of the amount of revenue bonds of the 
bond bank authority to be issued during the fiscal year following the 
fiscal year in which the report i8 submitted. The bond bank authority 

h may not issue revenue bonds, other than refunding bonds, in excess of
' 550,000,000 during any fiscal year beginning after June 30, 1981,

unless the legislature, by law, approves the estimate required by this 
jv subsection for that fiscal year. (5 1 eh 79 SLA 1975; am § 40 ch 106

SLA 1980; am § 2 ch 86 SLA 1983)

R c v U o r’i note*. —  Formerly A S  

44.58.iCX). Renumbered in 1980.

Sec. 44.86.110. Annual budget. The bond bank authority shall 
prepare and submit an annual budget under AS 37.07 (Executive 
Budget Act). (§ 1 ch 79 SLA 1975)

Revuor'* note*. —  F o r a m l y  A S  

44.58.110. Rtnumborad in 1980.

Sec. 44.85.120. Care and custody of bonds. Tho bond bank au­
thority, in accordance with AS 36.80 (State Procurement Code), may 
enter into agreements or contracts with a bank, trust company, bank­
ing or financial institution inside or outside the ntate as may be neces­
sary, desirable, or convonienc, in the opinion of the bond bank author­
ity, for rendering services in connection with the care, custody, or 
safekeeping of municipal bonds or other investments held or owned by 
the bond bank authority, for rendering services in connection with the 
payment or collection of amounts payable as to principal or interest, 
and for rendering servicos in connection with the delivery to the bond 
bank authority of municipal bonds or other investments purchasod by 
it or sold by it, and to pay the cost of those services. Tho bond bank 
authority may also, in connection with any of the services to be ren­
dered by a bank, trust company, or banking or financial institution as



SENT BYlXerox Telecopier 7021 ; 2-15-96 : 1 1 : 5 0 ; 9074655177-» 907 283 92671# 1

S T A T E  O F  A L A S K A

Department of Environmental Conservation 
Facility Construction and Operation 
410 Willoughby Avenue, Suite 105 

Juneau, AK 99801-1795 
Phone: 465-5180 
Fax: 465-5177

Keith Kelton, Director

S e n d i n g  To: Z W iA -£ t> r\___________________________________

Fax Number: ___________

F ro m : K e / f K .  j R e l  ______________________________________________

N u m b e r  o f  P a g e s  ( I n c l u d i n g  C o v e r  S h e e t ) :  ^ ___________

Comments: U l  p fz{to*>e<L 3

lr\A& Et>rvL & A * k '±  a j u r r f ^ d r  ' K 

l l o u S ~  ._______________________________________
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We recommend the following sentenceo be placed in SB 207, Seotion 

2, page 2, lino 9 at the end of the sentence that finishes, "a

public enterprise of the otate."

L isted in o r der of preference. The amounts and p e rcentages shown 

are suggested for d i s cussion purposes only.

1) The state bond committee m a y  not issue more than 
$15,000,000 in revenue bonds in any one fiscal year,

exclusive of refunding bonds. However, no municipality

may borrow more than 50% of the total amount of bonds 

sold in any one fiscal year. The total amount of 

revenue bonds outstanding at any one time may not 

exceed $150,000,000; exclusive of refunding bonds.

2) The state bond committee may not issue more than

$30,000,000 in revenue bond# in any two consecutive

fiscal years, exclusive of refunding bonds. The total 

amount of revenue bonds outstanding at any one time may 

net exceed $150,000,000; exclusive of refunding bonds.

3) The state bond committee may not issue more than

$15,000,000 in revenue bonds in any one fiscal year,

exclusive of refunding bonds. The total amount of 

revenue bonds outstanding at. any one time may not 

exceed $150,000,000; exclusive of refunding bonds.
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§ 44.86.100 St/.tr G ove rnm en t § 44.85.120

Rrvinor'fl notes. — Enacted a* AS 
4*.ti8 096- Rsnumbered in 1960.

8ec. 44.85.100. Annual repoTt and audit (a) Before October 1 of 
each year the bond banJc authority shall make a roport of its activities 
for the preceding fiscal year to the governor and to the legislature. 
The report ehall eot out a complete operating and financial statement 
covering ite operationo during the year. The bond bank authority 
must have an audit of its books and accounts made ot loaat oner, in 
each year by certified public accountants and the coat of the audit 
shall be considered an expense of the bond bank authority and a copy 
of the audit shall be filed with the commissioner of revenue and the 
legislature.

(b) The bond bank authority shall include in the report required by
(a) of this section an estimate of the amount of revenue bohds of the
bond bonk authority to be issued during the fiscal year following the
fiscal year in which the report i6 submitted. The bond bank authority 
may not issue revenue bonds, other than refunding bonds, in excess of 
$50,000,000 during any fiscal year beginning after June 30, 1981, 
unless the legislature, by law, approves the estimate required by this 
subsection for that fiscal ycor. (§ 1 ch 79 SLA 1975; am 5 40 ch 106 
SLA 1980; am § 2 ch 86 SLA 1983)

HcvUor’a note*. — Formerly AS
■U.38.100. Renumbered in 1960

Sec. 44.85.110. Annual budget. The bond bank authority shall 
prepare and submit an annual budget under Ab 37.07 (Executive 
Budget Act). (§ 1 ch 79 SLA 1975)

R»v1»or’» nnu*. —  Fonuotly A o

*4.58.110 Renumbered in ’.980.

Sec. 44.85.120 Care and custody of bonds. Tho bond hank Au­
thority, in accordance with AS 36.80 (State Procurement Code), may 
enter into agreements or contracts with a bank, trust company, bank­
ing or financial institution inside or outside tho state aa may be neces­
sary, desirable, or convenient, in the opinion of the bond bank author­
ity, for rendering services in connection with the cura, custody, or 
safekeeping of municipal bonds or other investments held or owned by 
the bond bank authority, for rendering services in connection with the 
payment or collection of amounts payable as to principal or interest, 
and for rendering services in connection with the delivery to the bond 
bank authority of municipal bonds or other investments purchased by 
it or sold by it, and to pay the cost of those services. The bond bank 
authority may also, in connection with any of the services to be ren­
dered by a bank, trust company, or banking or financial institution as
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AMENDMENTS TO SENATE BILL NO. 207

1. Ai each place in the Bill where the phrase "state agency" appears,-  except page 5, lines 
8 and 9, replace th e » rm with "other qualified entity" and wherever in the Bill the 
phrase "state agencies" appears,* except page 2, lines 16 and 17, replace the phrase 
with "other qualified entities"; put the substitute language in bold and underlined where 
replacing bold and underlined language in the Bill.

•The phrase "state agency" or "state agencies" should be replaced In the 
following places in the Bill: Page 2, line 5; page 9, lines 18, 20, and 22; page 
10, line 11; at page 11, line 23, the phrase would be deleted and replaced by 
the following amendment.

2. In Section 11 of the Bill, on page 11, delete all the material on lines 23 through 25 and 
replace with the following;

tt) .‘‘other Qualified entity" menus an Interunmlcipal or 
imerctmfi rtSSUCV a* lllQ3fi-t<?’L15.flrg used In 33 U.S.C.A 8 
1383. and mav Include authorities, corporations. 
Instrumentalities, enterprises, or oilier entitles formed bv a 
municipality or formed through an agreement between n 
municipality .and Qiio_or morcjuligr governmental entitles 
pursuant lo AS 29.35.010(131 or Section 13 of Article X of 
Alaska Constitution, or between a municipality and a regional 
housing authority, pursuant to.AS 13.33.996(b).



S=NT SY’-Xcrox Tciccosicr 7021 • 2- 5-96 '• 1 2'• 25 :
PRESTON ^NCHORfiGE I D :9072751365

907*655177-* 
FES 0 8 19b

907 283 9257;a 2
11 :38  N o .002 P . 02
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February 8, 1996

VIA FACSIMILE

Mr. Michael Bums, Chief
Alaska Department of Environmental Conservation
Division o f Facility Construction & Operation
Municipal Grants Section
410 Willoughby Avenue, Suite 105
Juneau, AK 99801

Re: Amendments to Senate Dill No. 207

Dear Mr. Burns:

In response to your request for amendatory language to SB207 to ensure that SRF loans 
could be made to joint municipal entitles as well as joint entitles consisting of a municipality 
and a regional housing authority, there is attached to this memo my suggestions for change.

As the Clean Water Act uses specific terms to describe the types of governmental 
agencies that may receive financial assistance under the Act, It seemed prudent to use those 
same descriptive terms In the state legislation. 33 U.S.C. § 1383 authorizes financial 
assistance from the fund to a "municipal, intermunicipal, interstate or Slate agency" for the 
construction of publicly owned treatment works. I recommend that where used with respect 
to borrowing from the fund, the phrases "state agency" and "state agencies" in the Bill be 
changed to "other qualified entity" or "other qualified entities" as appropriate. "Other 
qualified entity" would then be defined in Section ! I of the Bill as set out in the attached 
amendatory language and would not include State agencies. A1J references to state agencies as 
entities that could borrow from the fund would be removed from the Bill. The two references 
to state agencies that would remain relate to manageu/ty of the fund and do not authorize state 
agencies to borrow from the fund. Intermunlcipal entitles would be added to the Bill as entities 
that could borrow from the fund.

For your information, AS 29.35.020 authorizes municipalities to provide "utility 
services" outside their boundaries, although there are some limitations when the utility is 
within the boundaries of another municipality.

Alaska Statute 29.35.010(13) authorizes municipalities to enter into agreements with 
other municipalities, with the siatc or with tho United Slates for the cooperative or joint 
administration of any function or power. This specific statutory authorization parallels the 
provisions of Section 13 of Article X of the Alaska Constitution.

A I'.IkTNLXftlHt* |!H| I IH1f> A Ph.it t tllilM*! f'.iH filh aTIAn
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Mr. Michael Bums. Chief 
February 8, 1996 
Page 2

Alaska Statute 18.53.996 creates and authorizes the activation of regional housing 
authorities. Subjection (b) specifically provides that a regional housing authority may enter 
Into agrremcnis with local government units for the exercise of the function or power relating 
to constiuction, operation and maintenance of public utilities. During the period of the 
agreement, Mie regional housing authority is deemed to have tho 3ame powers and functions 
relating to the subject matter of the agreement as those of the local government with which the 
agreement is made, This grant of authority includes the authority separately, or together with 
the municipality, to issue notes and bonds to finance the project that is the subject of the 
agreement.

If you have any questions, please call me.

GLS:shm
Attachments

Marie Sansora (via fax)

i *iu\i utŝ uni'Wmi.-M.Tt.noc
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We recommend the following sentences be placed in SB 207, Section 2, page 2, line 9 at the end 
of the sentence that finishes, "a public enterprise of the stale.”

The state bond committee may not issue more than S25,000,000 in revenue bonds in any 
one fiscal year, exclusive of refunding bonds. The total amount of revenue bonds 
outstanding at any one time may not exceed S150,000,000, exclusive of refunding bonds.

Post. 1 1 '  w and la» tiansmlllBl memo 7671 1 ■« P W  •

OepT

H r r L
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P R E S T O N  G A T E S

A T T O I N i n

& E L L I S

FAX COVER SHEET

February 8,1996 
(tw«)

To: Michael Burm
(IndMrfutl)

Aiukc Department of Environment*' 
Conservation
(Company)

From: Gerald L. Sharp

No. of Pages: 4
( tncUodi f lg C tv t t  }• *»»}

Ro: U 15426-00001

907.465.5177
(T«i*wvyNo.)

907-465-5136
(Coft/lrautlen N«.)

ITyou d o  not receive nil of tho pnRCJ, plcaro contact: X Telecopy operator: (907 )265 -4616  

Nnmo:
Ext.:

COMMENTS:

PceM f* brand lax transmittal memo 7671 »oip«o«»» * -f
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llifl InfhnnaUon contained la lltll <ocalmlle li confldiutlal and may alto bo aitomey-privllegad. Tlio Information It Intended only tbr iho u »  of the 
Individual or entlly to whom It la addre*»ed. If you arc noi die inlendcd recipient, or die omployoe or apent rerponiiblo fur delivering It W dw 
Intended recipient, you are hereby notified that any uae. diuemlnatlon, diilribution or cojryiiva of thia communication i i  atrictly prohibited. If you 
havo roootved the facsimile in error, plow* Immediately notify ut by a collect telept>o«ie call to (967) 765-4616, and return (lie original ree*sA££ t£ 
ua via die U.3 Portal Service. ThtinX you.   I

A  PAarueiiHtr Incluoimo A  P a o a i u i O N A L  CoaroxATioN 
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February 8, 1996

Mr. Michael Bums, Chief 
Alaska Department of Environmental Conservation 
Division of Facility Construction &. Operation 
Municipal Grants Section 
410 Willoughby Avenuo, Suite 105 
Juneau, AK 99801

Re: Amendments to Senate Dill No. 207

Dear Mr. Burns:
I

In response to your request for amendatory language to SB207 to ensure that SRF leans 
could be made to joint municipal entitles as well as joint entitles consisting of a municipality 
and a regional housing authority, there is attached to this memo my suggestions for change.

As the Clean Water Act uses specific terms to describe the types of governmental 
agencies that may receive financial assistance under the Act, It seemed prudent to use those 
same descriptive terms In the state legislation. 33 U.S.C. § 1383 authorizes financial 
assistance from the fund to a "municipal, intermunicipal, Interstate or State agency" for the 
construction of publicly owned treatment works. I recommend that where used with respect 
to borrowing from the fund, the phrases "state agency" and "stale agencies" in the BUI be 
changed to "other qualified entity" or "other qualified entities" as appropriate. "Other 
qualified entity" would then be defined in Section 11 of the Bill as set out in the attached 
amendatory language and would not include Slate agencies. All references to state agencies as 
entities that could borrow from the fUnd would be removed from the Bill. The two references 
to state agencies that would remain relate to mana&euvtyt of the fund and do not authorize stale 
agencies to borrow from the fund. Intermunicipal entitles would be added to the Bill as entities 
that could borrow from the fund.

For your Information, AS 29.35.020 authorizes municipalities to provide "utility 
sep'tccs" outside their boundaries, although there are some limitations when the utility is 
within the boundaries of another municipality.

Alaska Statute 29.35 010(13) authorizes municipalities to enter into agreements with 
other municipalities, with the Stole or with tho United States for the cooperative or joint 
administration of any function or power. This specific statutory authorization parallels the 
provisions of Section 13 of Article X of the Alaska Constitution.

A I'.MITNI.M>III>■ |<lU I IIIAf. A Pb.it MAIIIMAI .M fllkATIrtM 
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Mr. Michael Bums, Chief 
February 8, 1996 
Page 2

Alaska Statute 18,53.996 creates and authorizes the activation of regional housing 
authorities. Subsection (b) specifically provides that a regional housing authority may enter 
Into agreements with local government units for (he exercise of the function or power relating 
to construction, operation and maintenance of public utilities. During the period of the 
agreement, the regional housing authority is deemed to have the same powers and functions 
relating to the subject matter of the agreement as those of the local government with which the 
agreement is made. This grant of authority includes the authority separately, or together with 
the municipality, to issue notes and bonds to finance the project f at is the subject of the 
agreement.

If you have any questions, please call me.

Sincerely

Pkeston G yfis Sc E llis

GLS:shm
Attachments
c: M arie Sansono (v ia  fax )

, -vocru UU4M SIW  m uu.Tft.nnc



9074655177- 
FEB 0 8 ’ 96

907 263 9267:8 4
11 :39  No . 002 P . 04 I

AMENDMENTS TO SENATE BILL NO. 207

1.

2.

At each place in the Bill where the phrase "state agency" appear*,* except page 5, lines 
8 and 9, replace the term with "other Qualified entity" and wherever in the Bill the 
phrase "state agencies" appears,* except page 2, lines 16 anti 17, repioce the phrase 
with "other qualified entities"; put the substitute language in bold and underlined where 
replacing bold and underlined language in the Bill.

“■The phrase "state agency" or "state agencies" should be replaced In the 
following places in the Bill: Page 2, line 5; page 9, lines 18, 20, and 22; page 
10, line 11; at page 11, lino 23, the phrase would be deleted and replaced by 
the following amendment.

In Section 11 of the Bill, on page 11, delete all the material on lines 23 through 25 and 
replace with the following:

12)____ -'olhor Qualified entity11 means mi liitermunld i :,1 or
ini? -stale reedcy m tiiose terms art used lu.33 II.S.C.A 5 
1381. and mav Include authorities, cnrnorntlnns.
Instrumentalities, enterprises. orj)llier entitles formed hr a 
municipality or formed through an agreement between n
inuiikumntvand oiia.QnuonmIli£r goYcminenial entities
pursuant lo AS 29.33.010(13) or Section 13 of Article X of 
Alaska CQnilltuUan^r,bcr,vceri (ununkfnalHy and a rcguumi 
housing authority pursuant to AS 18.3S.996fhl.
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Department of Environmental Conservation 
Facility Construction and Operation 
410 Willoughby Avenue, Suite 105 

Juneau, AK 99801-1795 
Phone: 465-5180 
Fax: 465-5177

Keith Kelton, Director

S e n d i n g  To: _________________________________

F a x  N u m b e r :  * Q '7 ? ___________________

F ro m : g a y

N u m b e r  o f  P a g e s  ( I n c l u d i n g  C o v e r  S h e e t ) :  3>

Commenfs:_\A:nV<x6 -far ^  ' cap &r uv

lO Gj ~ H if* .*  /3 ( J n A  L ^ k  'tir  -Y&y - ^ 7 < g -

.iso T 'xvl. ecytriAe Q>r

ffofitkJL fiiuisor -  .
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Government Finance Associates, Inc

71 Broltfway, Suhe JJ01 
2/7/96 New York, New Yorfc 10004

01}) 1094700 
FAX (312)8W^317

TO: Mike Bums i
Butch WTiite 1

FROM: Government Finance Associate*, Ino.

SUBJECT: Proposed Maximum Amount of SRF Leveraged Debt Outstanding

SfcNT BY-'Xerox Telecopier 7021 : 2- 7-95 : 12:27 ; .J74655177-* 907 283 9267:» 3' UO Ol 30 IQ • iJ *

You have requested that wo compile the appropriate aggregate, maximum amount of 
SRF leveraged debt to be outstanding at any time. We have proposed a number of $250 
million for this purpose, based upon the following assumptions:

1. We have assumed that the SRF would issue approximately $ 13 million per year 
over a twenty year period.

2. Because the debt would be repaid on a level debt service basis, approximately 
S110 million of the $260 million would be retired over the course of the first 
twenty years.

3. This would leave an amount of $150 million outstanding on a continuing basis.

4 Other fhctors argue for a number higher than $150 million, including the
prospective impact of inflation, the possibility of longer term issues (resulting in 
slower principal retirements), and the flexibility to Include large, single projects 
that may occur from time to time.

Therefore, we believe that the number of $250 million will provide sufficient latitude, 
while it also limits appropriately the maximum amount of debt that the program can have 
outstanding at any time.
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Government Finance Associates, Inc.

February 7,1996

71 Broadway, SulU 1301 
Nww York, Nw York 10006 

(211) 809-5700 
FAX (212) 809-6317

TO: MIKE BURNS 
BUTCH WHITE 
ROSS KINNEY

FROM: GOVERNMENT FINANCE ASSOCIATES, INC.

SUBJECT; OPTIONS: ESTABLISHMENT OF DEBT LIMIT
  FOR THE LEVERAGED SRF FINANCING PROGRAM

Based on yesterday’s discussions with Mike and Butch, wc have prepared a few 
suggestions for establishing debt limits that should not create particular burden* for the 
program in the absence of foirly severe credit problems. Wc based our suggestions on the 
assumption that if the program is running rather smoothly, which w© believe should be 
case, then any of the following should not be a hindrance and otherwise an obstacle. Also, 
the $50 million in option three was included because of the dollar precedent in the Alaska 
Bond Bank Authority legislation.

Give us a call when you have a moment to discuss these alternatives, plus any other 
options you believe could work effectively.

1 Bonds and other long-term debt obligations may not be issued at any time, excluding 
reminding bonds and notes, that five percent of the face amount of outstanding loans In the 
SRF leveraged loan portfolio are in delinquency. When DEC and the State Bond 
Committee make determination that such delinquency exists, a joint repo't will be 
prepared by DEC and the State Bond Committee within three months of such 
determination and delivered to the Governor and the State Legislature describing the 
conditions under which the ddinquency(ics) occurred and the recommended course of 
action to be taken to cure the unpaid balance and to establish timely payment from the 
affected projects In the foture.

2. Bonds and other long-term debt obligations may not be issued at any time, excluding 
refunding bonds and notes, that (he earnings and other available monies, on a projected 
basis, from the corpus of the Alaska Clean Water Fund can not cover at least one-third of 
the projected interest costs on the bonds representing loans contained in the SRF 
leveraged loan portfolio.

3. Excluding refunding bonds and notes which may tv> sold without respect to this 
limitation, bonds and other long-term debt obligations may be sold annually in an amount 
equal to the greater of (i) $50 million or (ii) that portion of the (three)fivc-ycar financing 
plan for which the State Bond Committee dr trmines can be sold in tiuu year, based upon 
its independent review of the credit worthiness and financing capacity of the leveraged 
SRF program, without adversely affecting the financial and credit Integrity of the program.

TOTAL P .02
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F A C S IM IL E  T R A N S M IS S IO N  C O V E R  S H E E T

STATE OF ALASKA , DEPARTMENT OF LAW  
OFFICE OF THE ATTORNEY GENERAL 

100 Cushman Street, Suite 400 
Fairbanks, Alaska 99701 

(907) 451-2811 (office) (907) 451-2985 (fax)

VE: February 6,1996 T IM E : 1:30 pm REF. NO:

TO : Honorable John Torgerson
Chairman, Senate Committee on 
Community &  Regional A ffairs 

Alaska Slate Legislature 
State Capitol, Room 427 
Juneau, AK  99801 
465-4779

FROM : Marie Sansouc, AAG
Juneau /AGO

rho information contained in tho FAX is  confidential and/or privileged. This FAX is  intended lo 1'3 reviewed 
Initially by only Hie individual n.iined above. If the reador o f the TRANSMITTAL PA ftE is  not the Intended 
rec ip ien t or a represen tative o f the Intended recipient, you aro horoby notified tlM any review , 
d issem in a t io n  or copy ing of th is FAX or th6 information contained herein is  prohibited. If you  h ave  
n co lv e d  t ills  FAX in error, p lenso Immediately notify tho condor by tolcphono and return tliie  I AX to tho 

se n d e r  at tho above  ad d re ss . Thank you.

PLEASE INFORM US IMMEDIATELY 
IF YOU DO NOT RECEIVE 1 HIS TRANSMISSION IN FULL

(907) 451-2944 Ask for Judith Smith
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DEPARTMENT OF LAW

Ot 7-7GB or- W E  ATTORNEY GENERAL

F e b r u a r y  6 ,  1 9 9 6

T h e  H o n o r a b l e  J o h n  T o r g e r s o n  
C h a i r m a n ,  S e n a t e  C o m m i t t e e  o n  
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A i a s k a  S t a t e  L e g i s l a t u r e  
S t a t e  C a p i t o l ,  R o o m  4 2 7  
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R e :  SB 2 0 7
A l a s k a  C l e a n  W a t e r  F u n d
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D u r i n g  t h e  F e b r u a r y  5 ,  1 5 9 6  h e a r i n g  o n  SB  2 0 7 ,  t h e  b i l l  t o  
a u t h o r i z e  l e v e r a g i n g  o f  t h e  A i a s k a  C l e a n  W a t e r  F u n d ,  y o u  a s k e d  w h e t h e r  t h e  
A l a s k a  M u n i c i p a l  B o n d  B a n k  A c t ,  AS 4 4 . 8 5 ,  c o n t a i n s  p r o v i s i o n s  r e l a t i n g  t o  
■ ' s t a t e  a i d  i n t e r c e p t , "  t h a  " p l e d g e  o f  t h e  s t a t e , "  a n d  " e n f o r c e m e n t  b y  b o n d  
o w n e r "  c o m p a r a b l e  t o  t h o s e  f o u n d  j .n  SB 2 0 7 ,  p a g e  5 ,  l i r . e s  6 - 3 1 .

T h e  b o n d  b a n k ' s  s t a t e  a i d  i n t e r c e p t  p r o v i s i o n  i s  f o u n d  a t  AS 
4 4 . 8 5 . 1 7 0 ( b ) .  T h e  s t a t e  p l e d g e  i s  f o u n d  a t  AS 4 4 . 8 5 . 1 3 0 ( b ) .  T h e  b o n d  b a n k ' s  
p r o v i s i o n s  r e l a t i n g  t o  e n f o r c e m e n t  b y  t h e  b o n d o w n e r s  a r e  f o u n d  a t  AS 
4 0 . 6 5 . 3 1 0  a n d  4 5 . 8 5 . 3 2 0 .  T h e  b o n d  b a n k ' s  e n f o r c e m e n t  p r o v i s i o n s  a r e  m o r e  
d e t a i l e d  t h a n  t h o a e  f o u n d  i n  SB  2 0 7 .  C o p i e s  o f  t n e  b o n d  b a n k  s t a t u t e s  a r e  
a t t a c h e d .

I f  y o u  r e q u i r e  f u r t h e r  a s s i s t a n c e ,  p l e a s e  d o  n o t  h e s i t a t e  t o  
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§ <14.85.170 Alaska Statutes § 44.65.180

See. 44.85.170. J .oans to politienl subdivisions and joint insur­
ance arrangements, (a) lcic bond bank authority, to carry out the 
purposes and policies of this chapter, may lend money to municipali­
ties through the purchase by the bond bank authority of municipal 
bonds of municipalities and if the pur pose of the loan is to provide 
financing for a municipal self-insurancc program and the loan meets 
the credit standards of the bond bank authority, may lend money to 
municipalities, or municipal joint insurance arrangements organized 
under AS 21.76. Notwithstanding a home rule charter provision re­
quiring public sale by a municipality of its municipal bonds, a munici­
pality may sell its municipal bonds to the bond bonk authority at a 
negotiated, private sale. The bond bank authority, for this purpoBe. 
may is3Uo its bonds and notes payable solely from the revenues or 
funds available to the bond bank autl ority for such payment and may 
otherwise assist municipalities as provided in this chapter.

(b) Notwithstanding any other provision oflaw, to the extent thatN^ 
any depart ment or agency of the state is the custodian of money pay­
able to a municipality, at any time after written notice to the depart­
ment or agency heed from the bond bank authority that the munici­
pality is in default on the payment of principal or interest on munici­
pal bonds then held or owned by the bond bank authority, or amounts 
due under an agreement between the bond bank authority and a mu­
nicipality or a municipal joint insurance arrangement organized un­
der AS 21.76, the department or agency shall withhold the payment of 
that money from that municipality and pay over the money to the 
bond bank authority for the purpose of paying principal of and inter- 
ost on tho bonds or debt. The notice shall be given in each instance of 
default. (§ 1 ch 79 SLA 1976; am § 2 ch 56 SLA 1976; am § 1 ch 48 /  
SLA 1978; om 5 3 ch 118 SLA 1988; am § 8 ch 86 SLA 1989)

Kcviror’s note*. —  Formerly A S  pita of tho Ionn" to the end of the fir.t 
1468.170, R e n u m b e r e d  in 1920. sentence of subsection (ah or.d in sub-.ee-
C ross rcfctencei. —  For kctslMlv* tion (b). incfrted "other" near the bejpn- 

findin0'S An d  purjos* in c o n m c U p n  with runj; and the ian?jag« beginning "or 

the 1339 emendtnenfs to Uus ac.tinn, amount# due vndcr an agreement" tvnd 
4 I. ch. 35. SI.A 1929 in the Ti-mpcntry M ( iiuf unriCr A S  21 7t)" near

* 0!*i Act:l i ■.* the rahldio of th* first genome*. added "or
Fffoct of a m e n d m e n t s ,  .-llio 1909 dcl)r la th(. or lh, fint lenMnct, a n d 

arpeadntent. eflect.ve .June a l awL added M  Uie „econd wnteflCe. 
the tangunge beginning nr.d if the pur-

Sec. 41.85.180. Issuance of bonds and notes, (a) Subject to AS 
41.85. lOCKb). the bond bank authority rr.ay issue its bonds or notes in 
principal amounts that it considers necessary to provide funds for any 
purposes under thia chapter, including

(1) tint purchase of municipal bonds;
(2) the making of loans through the purchase of municipal bonds, 

notes, or certificates of participation secured by an agreement be-
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§ 44.85.130 A i a s k a  S t a t u t e s § 44.85.130

to the custody tmd safekeeping of its municipal bonds or investments, 
require security in the form of collateral bonds, surety agreements, or 
security agreements in such form and amount as, in the opinion of the 
bond hank authority. Is necessary or desirable. (} 1 ch 79 SLA 1975; 
am § 52 ch 106 SLA 1986)

m  . #

RoviKor’s  not. (». —  Formerly A S  

44 68.120. R e n u m U n K l  In 1020.

Effect of n m e m l m e n t s .  —  Tlio 1986

a m e n d m e n t  inserted "in accordance with 

A S  56.30 (State Procurement Code)” near 

tho botfintung of Iho 5rel sentence.

Sec. 44.85.1',10. Effect of obligations, (a) Bonds and notes issued 
under this chapter are not a debt or liability of the state and do not 
create or constitute an indebtcdneee, liability, or obligation of the 
State, nor do they constitute a pledge of the faith and credit of the 
state. AH bonds and notes issued under Ibis chapter, unk*s funded or 
refunded by bonds or notes of the bond bank authority, are general 
obligations of the authority to v/hich the full faith and credit of the 
authority are pledged to the payments of them, except to tho extent 
provided by the resolution authorizing the issuance of them. Each 
bond and note must contain on its face a statement to the effect that 
the bond bank authority is obligated to pay the principnl and interest 
on the instrument only from revenues or funds of the bond bank au 
thority and that the state is not obligated to pay the principal or 
interest and that neither the faith aod credit nor the taxing power of 
the state is pledged to die payment of the principal of or tho interest 
on the bond or note.

(b) The slate pledges to and agrees with the holders of the bondo or \ .  
notes issued under this chapter that the state will not limit or restrict 
the rights vested in the bond bank authority to purchase, acquire, 
hold, sell, or disposo of municipal bonds or other investments or to 
make loans to political subdivisions or to establish and collect fees or 
other charges convenient or necessary to produce sufficient revenues 
to meet the expenses of operation of the bond bank authority and to 4^ 
fulfill tho terms of any agreement made with the holders of its bonds 
or no t^  or in aoy way impair the nghle or remedies of the holders of 
the bonds or notes until the bonds or notes, together with the interest 
cr. the bonds 01 notes, and interest on unpaid installments of interest, 
and all costa and expenses in connection with an action or proceeding 
by or on behalf of the holders, arc fully met, paid and discharged. (§ 1 /  
ch 79 SLA 1975) /

% c

V
JC*

#  . *

K c v Ib o i Ti notes. —  Formerly A S  
44.58 )30. Renu m b e r e d  in 1980

31 2
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&  *
§ 44.85.310 S t a t e  G o v e r n m e n t § 44.85..320

H u  vigor’s notes. --- Formerly A 3  

441)8.300. Renumbered in 1980.

I  #
*3
4

#  : $

Sec. 44.85.310. Default in payment. If the bond bank authority 
defaults in the payment of principal or interest on an issue of notes or 
bonds after they become due, whcthor at maturity or upon call for 
redemption, and the default continues for 30 days, or if the bond bank 
authority fails or refuses to comply with this chapter or defaults in an 
agreement made with the holders of an issue of notes or bonds. Ihe 
holders of 25 percent in the aggregate principal amount of the out­
standing notes or bonds of that issue, by instnimeut filed in the office 
of the clerk of the district court of the first judicial district and exe­
cuted in tho same manner as a deed to be recorded, may appoint a 
true,tec to represent the holders of those notes or bonds for the pur­
poses provided in this chapter. (§ 1 ch 79 Sl.A 1975)

Revif,or’s notes. —  Formerly A S  
4-t.88.310. Renumbered in 1980.

Sec. -14.86.320. Powers and duties of trustee on default, (a) A 
Irusteo appointed under this sectton may, and shall in the trustee's 
name, upon written request of the holders of 25 per cent in principal 
amount of the outstanding notes or bends,

(1) by civil action enforce all rights of the noteholders or bond­
holders, including the right to require the bond bank authority to 
collect rates, charges, and other fees and to colled interest and amor­
tization payments on municipal bonds and notes held by it adequate to 
carry out an agreement as to, or pledge of, the rates, charges, and 
other fees aud of the interest and amortization payments, and to re­
quire the bond bank authority to carry out any other agreements v/ji.b 
the holders of the notes or bonds and to perform its duties under t his 
chapter;

(2) bring a civil action upon the notes or bonds;
(3) by civil action require the bond bank authority to account at; if it 

were the trustee of an express trust for the holders of the not»‘S or 
bonds;

(4) by civil action enjoin anything that may be unlawful or in viola­
tion of the rights of the holders of the notes <- Minds:

(5) declare all the notes or bonds due and p. ble, and if all de­
faults are made good, then with the consent of the holders of 25 per 
cent of the principal amount of the outstanding notes or bonds, annul 
the declaration and its consequences;

(6) the trustee, in addition to the foregoing, has all the powers nec­
essary for tho exercise of functions specifically set. out or incident to 
the gr.neral representation of bondholders or noteholders in the en­
forcement and protection of their rights.

323
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§ -14.85.330 A i a s k a  S t a t u t e s § 4 4 .8 5 .3 5 0

(b) Before declaring the principal of notes or bonds due and payable, 
the trustee roust first give 30 days’ notice in writing to the governor, 
the bond bunk authority, the commissioner of community and re­
gional affairs, and the attorney general of the state. (§ 1 ch 79 SLA 
1975)

Rcvlaov’s notes. —  Forme)ly A S  

■M-58.320. ItenumboK-d in 1980.

Sec. 44.85.330. Personal liability. Neither a member of the bond 
bank authority nor a person executing bonds or notes issued under 
this chapter is liable personally on the bonds or notes. (§ 1 ch 79 SLA. 
1975)

Rcvisor’s m>tct). —  Formerly A S  
da.S8.330. R » o u m b e r c d  In 1933.

Sec. 44.85.340. r-lxeiujptlon from execution and sale. All prop­
erty of the bond ba nk authority is exempt from levy and sale by virtue 
of an execution and no execution or other judicial process may issue 
against the property. A judgment against the bond bank authority 
may not be a charge or lien upon its property; however, nothing in this 
section applies to or limits the rights of the holder of bonds or notes to 
pursue a remedy fur the enforcement of a pledge or lien given by the 
bond bonk authority on its revenues or other money. (§ 1 ch 79 SLA 
1975)

Re visor's notes. —  Formerly A S  

-14.59.3-10. R e n u m b e r e d  in 1980.

%

Sec. 41.85-350, Lien uf pledge. A pledge of revenues or other 
monc-y made by the bond bank authority is binding from the time the 
pledge is made. Revenues or other money so pledged and thereafter 
rcce' ed by the bond bank, authority are immediately subject to the 
lieu of the pledge without any further act, and the lien of a pledge is 
binding against all pai ties having claims of any kind in tort, contract, 
or otherwise against the bond bank authority, regardless of whether 
the parties have notice of the lien, Neither the resolution nor any 
other instrument by which a pledge is created needs to be filed or 
recorded except in the records of the bond bank authority. (§ 1 ch 79 
SLA 1975)

Rcvltor'e note;. — Formerly AS 
■14.58.350. TU-nurabeml in 1SC0.

32-1
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#§ 4 6.03.024 Ai.aska Statutes 8 4G.03.024

iii|{ educational, civic, and research organizations, colleges, un ive rsi­
ties, institutes, and foundations;

(6 ) at reasonable tim es enter and inspect with the consent of the 
owner or occupier any property or prem ises to investigate e ither ac­
tual or suspected sources of pollution or contamination or to ascertain  
compliance or noncompliance w ith a regulation that may be adopted 
under AS 46 .03 .020  — 46 .03.040; information re lating  to secret pro­
cesses or methods of manufacture discovered during investigation is 
confidential;

(7) co n d u c t  investigations a n d  hold hearings a n d  c o m p e l  t he a tten­

d a n c e  of witnesses a n d  the production of accounts, books, a n d  d o c u­

m e n t s  b y  the issuance of a  sub p o e n a ;

(8) advise a n d  cooperate w i t h  municipal, regional, a n d  o ther local 

agencies a n d  officials in the stale, to carry o ut the pur p o s e s  of this 

chapter;

(9) act as the official a g e n c y  of t he state in all ma t t e r s  nffecling the 

p u r p o s e s  of the d e p a r t m e n t  u n d e r  federal l aws n o w  or hereafter e n ­

acted;

110* a d o p t  regulations necessary to effectuate the pur p o s e s  of this 
i hupter, including, b y  w a y  of e x a m p l e  a n d  not limitation, regulations 

p roviding for

(A) control, prevention, and abatement of a ir , water, or land or 
subsurface land pollution;

(Hi s a feguard s t a n d a r d s  for p e t r o l e u m  a n d  natural g a s  pipeline c o n­

struction, operation, modification, or alteration;

(C> protection of public water supplies by estab lish in g  m inim um  
d rin k in g  water standards, and standards for the construction, im ­
provement, and m aintenance of public water supply system s;

(I )) collection and disposal of sewage and industria l waste;
(E) collection a n d  disposal of garbage, refuse, a n d  other discarded 

solid materials f r o m  industrial, c o mmercial, agricultural, a n d  c o m m u ­

nity activities or operations;

(F ) IR ep e a le d , § 12 ch 172 S L A  1078.]
(Gj control of pesticides;
(111 other purposes a s may he required for the implementation of 

the policy declared in AS 46.03.01tl;
(I) handling, transportation, treatment, storage, a n d  disposal of 

h a z a r d o u s  wastes;

( I I )  after consultation w ith other state  agencies and local govern­
ment offic ia ls, identity and propose for addition or deletion, by regu la ­
tion, other licenses, perm its, or authorizations for which the provi­
sions of AS 46 .35  are  applicable;

(121 /Repealed , <f 02 ch 06 S L A  1000.1
(13 ) inspect the prem ises of se lle rs and suppliers of paint, ve sse ls , 

and m arine and boating supplies, and take other actions necessary to 
enforce AS 46 .03 .715 .

4

§ 46.03.025 Wateii, Am, Energy, Etc. 8 46.03.030

(b) Notw ithstanding another provision of law to the contrery, w lier 
adopting a regulation re lating  to the control, prevention, and abate 
ment of a ir , water, or land  or subsurface land pollution, the depart 
ment sh a ll g ive special attention to public comments concerning the 
cost of compliance w ith the regulation and to alternate practica 
methods of complying w ith the statu te being interpreted or imple­
mented by the regulation. (8 3 ch 120 SLA 1971; am 8 1 ch 220 SL/' 
1976; am § 2 ch 60 SLA 1977; am § 12 ch 172 SLA 1978; am 8 8 ch 9! 
SLA 1981; am  8 86 ch 138 SLA 1986; am § 1 ch 67 SLA 1987; an 
8 92 ch 36  SLA 1990; am § 30 ch 126 SLA 1994; § 10 ch 64 SLA 1995

R c v i s o r ’s  n o t e s .  —  E n a c t e d  a s  A S  p a r a g r a p h  (11),  d e l e t e d  ", a n d  r e p o r t  t in
40.03.020(b). K a m i  i n h e r e d  i n  1995. n u n l l y  t o  t h o  l e g i s l a t u r e  t h e  p e r m i t s  t i l l )

C r o s  j r e f e r e n c e s .  —  F o r  s t a t u s  o f  cor- h a v e  b e e n  i n c l u d e d  o r  d e l e t e d "  o t  t h e  cn>
t a i n  e n f o r c e m e n t  a n d  i n s p e c t i o n  c m -  a n d  m a d e  a  m i n o r  s t y l i s t i c  c h n n g c .
p l o y c e s  o f  t h o  d e p a r t m e n t  a s  p e a c e  o(Ti- T h e  1995 a m e n d m e n t ,  e f f e c t i v e  S e p t e m
c o r s ,  s e e  A S  ■16.03.890(b); f o r  p r o v i s i o n s  h e r  3, 1995, a d d e d  s u b s e c t i o n  ( l i ) .
r e l a t i n g  t o  c o o r d i n a t i o n  o r e -  ' n m u i t n l  E d i t o r ’ s  n o t e s .  —  U n d e r  5 11,011.04
p e r m i t s  a n d  p r o c e d u r e s ,  s e e  A h  35; f o r  S L A  1995. t h i s  s e c t i o n  " d o e s  n o t  a p p l y  I
f e e s  f o r  d e p a r t m e n t  s e r v i c e s ,  b . e  A S  t h e  a d o p t i o n ,  i i n c n d m e n t ,  o r  r e p e a l  o f
■14.40.025. r e g u l a t i o n  u n l e s s  t h e  a d o p t i o n ,  a m e n d

E f f e c t  o f  a m e n d m e n t s .  —  T h e  1994 m e n t ,  o r  r e p e a l  i s  f i r s t  n o t i c e d  u n d e r  A-
a m e n d m e n t ,  e f f e c t i v e  J u l y  1, 1994, i n  44.02.200 o n  o r  a f t e r  S e p t e m b e r  3, 1995

NOTES TO DECISIONS
A p p r o v a l  o f  s u b d i v i s i o n  p l a n s .  —  su l>d i v i6 ion .  S t a t e  v .  A n d e r s o n ,  749 P .2

D e p a r t m e n t  o f  e n v i r o n m e n t a l  c o n f e r v a -  1342 ( A l n s k u  1988). .
t i o n  c a n  v a l i d l y  r e q u i r e  i t s  a p p r o v a l  o f  po- C i t e d  i n  C o l v i l l e  E n v t l .  S e r v s . ,  I n c .  - 
t e n l i a l  s u b d i v i s i o n  p l a n s  a s  a  p r e r e q u i s i t e  N o r t h  S l o p e  B o r o u g h .  831 P .2 d  34
to  t h e  r e c o r d i n g  n n d  s a l e  o f  H n y  l o t s  i n  t h e  ( A l a s k a  1992).

See. 46.03.028. A ccounting and d isp o sitio n  o f fees. /Repealed , 0
ch 36 S L A  1000. F o r cu rren t p ro v isio n s, see A S  37.05.142 -  

37 .05 .146 .]

Sec . 16 .03.030 . W ater q u a lity  enhancem en t, w a te r  su p p l)
sew age , and  solid w a ste  fa c il it ie s  g ra n ts , (a ) [Repealed . § 19 c 

220 S L A  1076./
(b) The department may gran t to a m unicipality , as funds are ava i 

able, a gran t for uny of the following:
( 1 ) a  water quality  enhancement project;
(2 ) a public water supply, treatment, or d istribution system;
(3 ) a wastewater collection, treatment, or d ischarge system;
(4) a solid waste processing, d isposal, or resource recovery syston

(c) There is  a water quality  enhancement program and water suj 
ply, wastewater, nnd solid waste system s fund created in the depor 
ment to carry  out the purposes of th is section.

(d) The department sh a ll, by regulation, identify those costs thi 
arc  e lig ib le  costs for the purposes of th is section. E lig ib le  costs do m

5



8 46.03.032 Alaska Statutes § 46.03.032

include in terest and financing and right-of-way acquisition, or costs 
that are related to the operation, m aintenance, or repair of a system .

(e) A gran t under th is section to n m unicipality for u project funded 

by an appropriation made by the leg isla ture
(1 ) before Ju ly  1, 1994, may not exceed 50 percent of the e lig ib le  

costs of the project;
(2 ) a lte r Ju ly  1, 1994, may not exceed
(A) 85  percent of the e lig ib le  costs for a m unicipality w ith a popula­

tion of 1 ,000 persons or less;
(13) 70 percent oft.be e lig ib le  costs for a m unicipality w ith a popula­

tion of 1,001 to 5 ,000  persons; and
(C) 50  percent of the e lig ib le  costs for a municipality w ith a popula­

tion greater than 5 ,000  persons; however, i f  a m unicipality w ith  n 
population greater than 5 ,000  persons seeks a grunt for a project that 
re la tes to a solid waste processing or disposal system that incorporates 
resource recovery, the department may provide a grant for up to 60 
percent of the e lig ib le  costs of the project.

(fi [Repealed, § 14 ch 106 SLA 1994.]
(g ) The match required for g ran ts made under th is section inuy 

include
(1 ) federal funds; or
(2 ) state funds, other than those funds received under th is section 

or AS 37 .06 .
(h ) Construction of a project for which a gran t is  made under th is 

section may commence only after the department has approved in 
w rit in g  the p lan s and specifications for the project. (8 3 ch 120 SLA 
1971; am §5 2. 19 ch 220  SLA 1976; am 88 30, 31 ch 168 SLA 1978; 
nm §(} i _ 4  ch 163 SLA  1980; am 88 i ,  2 ch 90 SLA 1986; am 88 1 — 

3 ch 40  SLA 1987; am § § 1  — 5, 14 ch 106 SLA 1994)

C r o s s  r e f e r e n c e s .  —  F o r  t r a n s i t i o n a l  w r o t e  s u b s e c t i o n s  ( b )  n n d  ( e ) ;  s u b s t i t u t e d  
p r e v i s i o n s  r e l a t e d  t o  r e p u t a t i o n s  a d o p t e d  " w o s t o w n t c r "  f o r  s e w a g e  a n d  s y s t e m s  
u n d e r  t h i s  s e c t i o n  b e f o r e  J u l y  1 , 1394. s e e  f o r  " f a c i l i t i e s "  i n  s u b s e c t i o n  ( c l ;  r e w r o t e  
5 15, c h .  100. S L A  1994 i n  t h e  T e m p o r a r y  t h e  s e c o n d  s e n t e n c e  i n  s u b s e c t i o n  (d ) ;  re- 
a n J  S p e c i a l  A c t s .  p e a l e d  s u b s e c t i o n  (0 ,  r e l a t i n g  t o  w a t e r  en-

E f f e c t  o f  a m e n d m e n t s .  —  T h e  1994 I m n c c i n e n t  p r o g r a m  g r a n t s ;  n n d  a d d e d  
a m e n d m e n t ,  e f f e c t i v e  J u l y  I ,  1994, re- s u b s e c t i o n s  t g l  n n d  (h ) .

Sec . 4 6 .03 .032 . A la sk a  c le an  w a te r  fund , (a) There is  estab ­

lished a s  a separate fund the A laska clenn water fund, which is  d is ­

tinct from uny other money or fund in the treasury, nnd which consists 
ol money appropriated by the leg isla tu re to meet federal m atch ing 
requirem ents, federal cap ita lization grants, loan repayments, in terest 

received front loan repayments, and interest received from investm ent 

of money in  the clean water fund.
(b) The department sh a ll adm in ister the A lasku clean water fund.
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(c) The department may accept and make use of a ll capitaliznt 
gran ts provided by the federal government under the federal Ch 
W ater Act, a s amended by P .L . 100-4.

(d) Except a s otherw ise lim ited by federal law, the A laska ch 
water fund may be used for

(1) buying or refinancing I he debt obligations of a m unicipality 

a public wastewater treatment system  or a solid w aste managem 
system;

(2 ) p lann ing, design ing, bu ild ing, constructing, and rehab ilita l 
a solid waste m anagement system  or a public wastewater colleci 
treatment, and discharge system;

(3) collateral security  for or purchasing insurance for a pu 
agency debt obligation related to the construction of a solid wi 
management system  or a public wastewater treatment system;

(4) developing and im plementing a management program for < 
tro lling water pollution from nonpoint sources under 33 U.S.C. 11 
and

(5) developing and im plementing an estuary conservation and ir 
agement program under 33 U.S.C. 1330.

(e) Repayment o f loans s1 a ll bo Recured in a manner that the 
partm ent determ ines is feasible to assure prompt repayment undi 
loan agreement entered into w ith the borrower.

(0  The department may spend money from the A laska clean w; 
fund to pay the costs of adm in istering the fund.

(g) A m unic ipality  w ish in g  to borrow money from the A laska cl 
water fund sh a ll demonstrate to the satisfaction of the departn 
that the m unic ipality

(1) has suffic ient legal authority to incur the debt for which i 
applying; and

(2) w ill e stab lish  and m ainta in  a dedicated source of revcnm 
other acceptable revenue source for repayment of the loan.

(h ) Allocation of A laska clean water fund loans sh a ll be mad 

accordance w ith the priority lis t  developed by the department, u: 
criteria specified in regu lations adopted by the department.

(i) Before m ak ing a loan from the A laska clean water fund, 
department sh a ll, by regulation, specify

(1 ) standards for the e lig ib ility  of borrowers and the type of proj 

to be financed w ith loans;
(2 ) loan term and interest, rate policies for loans made from 

fund;

(3) standards regard ing the technical and economic v iab ility  
revenue self-sufficiency of e lig ib le  projects;

(4 ) collateral or other security required for loans;
(5) term s of loans; nnd
(6 ) other re levant criteria , standards, or procedures.



(j) A loan made by the department sh a ll be made according to the 
standards, criteria , and procedures estab lished by regu lations under 
th is section. In m aking a loan from the A laska clean water fund for a 
solid waste m anagem ent facility , the department sh a ll givo priority to 
a project that w ill a llev ia te  Bevere health or environmental concerns 
in the community or region proposing the facility. In addition, the 
department may consider

< 1) the extent of locul or regional support for the proposed facility; 

and
(2 ) the extent to which the applicant can demonstrate that the full 

range of solid waste m anagement options has been reasonably consid­
ered and that, the proposed facility  is  consistent w ith the promotion of 
the solid and hazardous waste m anagement practices in the following 
order of priority:

(A) waste source reduction;
(B ) recycling of waste;
(C) waste treatment; nnd
(D l waste disposal.
(k ) The department sh a ll prepare reports required by the federal 

government in conjunction w ith federal cap italization gran t award 
conditions. The department sh a ll also prepare a b ienn ial report on the 
A laska clean water fund and notify the leg islature that it is  ava ilab le  

on or before the f irst day of each first regu lar session of the le g is la ­
ture.

(/) lxmn repayments and interest earned by loans from the A laska 
clean water fund sh a ll be deposited in the A laska clean water fund.

(n il Annual principal payments sh a ll commence w ith in  one year 

u lle r project completion.
(n) I  Repealed , $ I t  ch 106 S L A  191)1.1
(o) In th is section, "solid w aste management fac ility” includes capi­

tal improvements and equipment used for the purpose of solid nnd 
hazardous waste source reduction, recycling, treatment, or d isposal. 
(8 4 ch 40 SLA 1987; am § 8 1  — 3 ch 174 SLA 1990; am § 23 ch 90 
SLA 1991; am  §8 6 — 10, 14 ch 106 SLA 1994; am § 31 ch 126 SLA 
1994; am § 103 ch 21 SLA 1995)

C r o s s  r e f e r e n c e s .  —  F o r  t r a n s i t i o n a l  T h e  f i r s t  1994 o r n e m l m c n t ,  p fT c c t i v o  
p r o v i s i o n s  r e l a t e d  t o  r e g u l a t i o n s  a d o p t e d  J u l y  1, 199), i n  s u b s e c t i o n  ( d ) ,  r e w r o t e
u n d e r  t h i s  s e c t i o n  b e f o r e  J u l y  1, 1994. s e e  p a r a g r a p h s  (1)-(41 n n d  a d d e d  p a r a g r a p h
$ l f i ,  c h .  106, . S L A  1994 i n  t h e  T e m p o r a r y  (6 );  i n s e r t e d  " A l a s k a  c l e a n  w a t e r "  i n  auh-
n n d  S p e c i a l  A c t s ;  f o r  t r a n s i t i o n a l  p r o v i-  B c c l i o n s  (0 ,  <R), n n d  t l ) ;  i n  1- i c c t i o n  (g ),
s in u s  r e l a t i n g  t o  t h e  f i r s t  r e p o r t  n i . i d e  u n-  l i d d e d  " t h a t  t h e  m u n i c i p a l i t y "  t o  t h e  e n d
d e r  t h i s  s e c t i o n  i d l e r  J u l y  I ,  1994. s e e  o f  t h e  i n t r o d u c t o r y  l a n g u a g e  a m i  m n d o  re-
i  .111. c h .  126, S L A  1994 i n  t h e  T e m p o r a r y  l u t e d  s t y l i s t i c  c h a n g e s  t h r o u g h o u t ;  s u h s t i -
n n d  S p e c i a l  A c t s ,  l u t e d  " I/ i n n "  f o r  " E x c e p t  a s  p r o v i d e d  i n

E f f e c t  o f  n m n i i i l m e n t x .  —  T h e  1991 ( n l  o f  t h i s  s e c t i o n ,  l o a n "  i n  s u b s e c t i o n  (1);
a m e n d m e n t ,  e f f e c t i v e  J u l y  3. 1991, i n  for- d e l e t e d  ", o r  w i t h i n  t w o  y e a r s  a f t e r  t h e
i n e r  s u b s e c t i o n  (n>,  d e l e t e d  t h e  f o r m e r  I n s t  d a t e  t h e  l o a n  i s  m n d e ,  w h i c h e v e r  i s  en r-
a o n t e n r c .  l i e r "  f r o m  t h e  e n d  o f  s u b s e c t i o n  ( m l ;  a n d

8 4 0 .0 3 .0 3 2  Alaska Statutes § 4 6 .0 3 .0 3 2
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r e p e a l e d  s u b s e c t i o n  ( n ) ,  r e l a t i n g  t o  s t a t e  
a p p r o p r i a t i o n s  i n  c x c c b b  o f  t h e  n i n o u n t  r e ­
q u i r e d  b y  t h o  f e d e r a l  C l e a n  W u t o r  A c t .

T h e  s e c o n d  1994 a m e n d m e n t ,  e f f e c t i v e  
J u l y  1, 1994, i n  B i i b s e c l i o n  ( k ) ,  i n  t h e  s e c ­
o n d  s e n t e n c e ,  s u b s t i t u t e d  "a  b i e n n i a l  r e ­
p o r t "  f o r  " o n  a n n u a l  r e p o r t ” n n d  " e a c h  
f i r s t  r e g u l a r  s e s s i o n  o f  t h e  l e g i o l a t u r e ” f o r  
" e a c h  l e g i s l a t i v e  s e s s i o n . ”

T h e  1995 a m e n d m e n t ,  e f f e c t i v e  A u g u s  
d ,  1995, i n  t h e  B c c o n d  s e n t e n c e  i n  s u b s e c  
t i o n  ( k ) .  s u b s t i t u t e d  " p r e p a r e "  f o r  " p r o v i d  
t h e  A l a s k n  l e g i s l a t u r e  w i t h "  n n d  in s c r te-  
" n n d  n o t i f y  t h e  l e g i s l a t u r e  t h a t  i t  i s  a v a i l  
a b l e . "

Sec . 4 6 .03 .034 . A lu sk a  c le an  w n tc r  accoun t, (a ) The A lask. 
clean water account is  estab lished aa u separate account which i 
d istinct from other money or funds in the treasury .

(b) The A laska clean water account consists of state appropriation 
to the A la ska clean water fund in excess of that amount required as 
match for a federal cap ita lization gran t under 33  U.S.C. 1381 — 138 

(C lean W ater Act).
(c) The department sh a ll adm in ister the A laska clean water ni 

count.
(tl) The A laska clean water account may be used for purposes di 

scribed in  AS 46.03.032(d ).
(e) P rinc ipa l repayments received on loans from the A luska clea 

water account shn ll be deposited in the A la ska clean water fund, li 
lerest payments nnd earn ings sh a ll be deposited in the clean wait 
account. (§ 11 ch 106 SLA 1994)

Sec. 46 .03 .036 . A la sk a  d r in k in g  w a te r  fund . [S ee  effectiv 
d ate  no te .) (a ) The A laska d rink ing  water fund is estab lished as 
separate fund which is  d istinct from other money or funds in tl 
treasury. The A laska d rink ing  water fund consists of

(1) federal cap ita lization grants;
(2 ) money appropriated by the leg isla tu re  to meet federal matchit 

requirements;
(3 ) loan repayments; and
(4 ) i f  required by federal law  or by appropriation, in terest receivi 

from loan repayments and interest received from investm ent of mom 
in the A laska d rink ing  water fund.

<b) The department, may adopt regu lations necessary to ensure th 
the department adm in isters and uses the A laska d rink ing  water fui 
in a m anner consistent w ith federal law . (§ 12 ch 106 SLA 199

E f f e c t i v e  d a t e s .  —  S e c t i o n  17, c h .  106, P r i n k i n g  V V n t e r  A c t  t o  a l l o w  t h e  s t a t e  
S L A  1994 n i n k e s  t h i s  s e c t i o n  e f f e c t i v e  p n r l i c i p n f e  i n  f e d e r a l  c n p i t n l i t n l  
u p o n  t h e  e f f e c t i v e  d a t e  o f  n  f e d e r a l  l a w  g r a n t s  t o  f i n a n c e  p r o j e c t s  r e l a t e d  t o  d r i i  
a u t h o r i z i n g  c h a n g e s  to  t h e  f e d e r a l  S a f e  i n g  w a t e r .
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$ 46.03.038 A i, ask a Statutes § '16.03.045

Sec. 46 ,03  038 , A la sk a  drinking water account. [See effective 
date nou j  ud The A laska d rin k in g  water account is  estab lished a s a 
separate account which is  d istinct from other money or funds in the 
state treasury.

(h) The A laska d rink ing  water account consists of state appropria­
tions to the A laska d rink ing  water fund in excess of that amount 
required a s  a match for a federal cap italization grant.

(c) Tho depart ment sh a ll adm in ister the A laska d rink in g  w ater ac­
count.

<d) The A laska d rink ing  water account may he used for any purpose 
for which the A laska d rink ing  water fund may he used.

(e) P rincipa l repayments received on loans from the A laska d rink ­
ing water account sh a ll he deposited in the A laska d rink ing  water 
fund. In terest payments on loans from the A laska d rink ing water 
account and earn ings on the A laskn d rink ing water account sh a ll be 
deposited in the A laskn d rink in g  water account. (§  13 ch 10G SLA 
19941

E f f e c t i v e  ( l u t e s .  —  S e c t i i m  17. c h .  !( )(>, D r i n k i n g  W n t c r  A d  t o  a l l o w  t h e  s l a t e  to
S L A  1901 n i n k c H  t h i s  s e c t i o n  e f f e c t i v e  p a r t i c i p a t e  i n  f e d e r a l  c a p i t a l i z a t i o n
u p o n  t h e  c f T c d i v o  d o l e  o f  i i f e d e r a l  l o w  g r a n t s  to  f i n a n c e  p r o j e c t s  r e l a t e d  t o  d r i n k -
n u t l i o r i / i l i g  c h a n g e s  to  t in *  f e d e r a l  S a f e  i u g  w n t c r .

See. 46 .03 .0 40 . A la sk a  en v iro n m en ta l p lan , (a ) The department 
sh a ll formulate and m utually review  and revise a statew ide environ­
mental p lan for the m anagement and protection of the quality  of the 
environment and the natural resources of the state, in furtherance of 
the leg is la tive  policy and purposes expressed in th is chapter.

lb ) The deportment sh a ll subm it the first plan to the governor on or 
before Jan u ary  I, 1972, and thereafter subm it periodic revisions of the 
plan to the governor. Thu plan is  effective upon approval by the gover­
nor and sh a ll serve thereafter a s  a guide to the public, tho state gov­
ernment nnd the political subd iv isions of tho state in the development 
of the environment and natura l resources of the state.

(cl In form ulating the plan and any revisions, the department may 
consult wi th persons, organ izations, and groups, public or private, 
interested in or concerned w ith the environment of the state , nnd w ith 
n department, d ivision , board, commission, or other agency of the 
state , w ith  a political subdivision , or with any public authority a s may 
he necessary to enable the department to carry out its responsib ilities 
under th is section. I§ 3 ch 120 SI,A 1971)

Sec . 4 6 .03 .015 . P u b lic  re co gn it io n  o f po llu tion  p reven tio n  e f­
fo rts. In addition to the school aw ard s program under AS 46 .11 .070 , 
the department may identity, document, nnd publicly acknowledge 
exemplary pollution prevention achievem ents by ind iv iduals, busi­
nesses, or government agencies in the state . (§ 2 ch 86  SLA 1991)
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C r o R f l  r e f e r e n c e s .  —  F o r  l e g i s l a t i v e  o f  t h i s  s e c t i o n ,  s e e  § I ,  c h .  86, S L A
f i n d i n g s  i n  c o n n e c t i o n  w i t h  O i c  e n a c t m e n t  i n  t h o  T e m p o r a r y  a n d  S p e c i a l  A c t s .

Article 3. Wntcr Pollution

Section 

CO. Authority
CO. W n t c r  p o l l u t i o n  c o n t r o l  p l a n  
70. P o l l u t i o n  s t a n d a r d s  
00. Q u a l i t y  a n d  p u r i t y  s t a n d a r d s  
90. P l a n s  f o r  p o l l u t i o n  d i s p o s a l

Control and Waste Disposal. 

Section

100. W a s t e  d i s p o s a l  p e r m i t  
110. W a s t e  d i s p o s a l  p e r m i t  p r o c c d u  
120. T e r m i n a t i o n  o r  m o d i f i c a t i o n  o f  ( 

d i s p o s a l  p e r m * !

C o l l n t c r n l  r e f e r e n c e s .  —  f i l A  A m .  
J u r .  2d,  P o l l u t i o n  C o n t r o l ,  §5 134. 135, 
211,

3 9 A  C . J . S . ,  H e a l t h  a n d  E n v i r o n m e n t ,  
§5 125-128, 131; 93 C . J . S .  W a t e r s ,
§5 43-57.

P o l l u t i o n  o f  s t r e a m  b y  m i n i n g  o p e r a ­
t i o n s .  39 A L U  891.

I n j u n c t i o n  n g n i n B t  p o l l u t i o n  o f  s t r e n r n  
b y  p r i v a t e  p e r s o n s  o r  c o r p o r a t i o n s .  4G 
A L U  8.

W r o n g f u l  p o l l u t i o n  o f  s t r e a m  b y  m u n i c ­
i p a l i t y  n a  c r e a t i n g  s i n g l e  c o u b c  o f  a c t i o n  
o r  B U c c e B s i v o  c a u s e s  o f  a c t i o n .  75 A L U  
629.

W h e n  s t a t u t e  o f  l i m i t a t i o n s  c o m m e n c e s  
t o  r u n  a s  to  a c t i o n  a g a i n s t  m u n i c i p a l i t y  
f o r  d a m a g e s  t o  r i p a r i a n  p r e m i s e s  b y  p o l l u ­
t i o n  o f  s t r e n t n  b y  d i s c h a r g e  o f  s e w a g e .  122 
A L U  1509.

T e n a n t ' s  r e m e d y  a g a i n s t  s t r a n g e r  f o r  
w r o n g f u l  p o l l u t i o n  o f  w a t c r e .  12 A L R 2 d  
1192.

L i a b i l i t y  f o r  p o l l u t i o n  o f  s t r e a m  b y  o i l ,  
w a t e r ,  o r  t h e  l i k e  f l o w i n g  f r o m  w e l l .  19 
A L U 2 d  1025.

V a l i d i t y ,  c o n s t r u c t i o n ,  a n d  e f f e c t  o f

s t a t u t e ,  o r d i n a n c e ,  o r  o t h e r  i n e n s u i  
v o l v i n g  c h e m i c a l  t r e a t m e n t  o f  | 
w n t c r  s u p p l y .  43 A L U 2 d  453.

M e a s u r e  o n d  e l e m e n t s  o f  d n m a g i  
p o l l u t i o n  o f  s t r e a m .  49 A L U 2 d  253 

V a l i d i t y  o f  p r o h i b i t i o n  o f  r e g u l n l i  
b a t h i n g ,  s w i m m i n g ,  b o n t i n g ,  f i s h i r  
t h e  l i k e ,  t o  p r o t e c t  pub l i c ,  w n t c r  s u p p  
A L R 2 d  790.

V a l i d i t y  a n d  c o n s t r u c t i o n  o f  nn t i-  
p o l l u t i o n  s t a t u t e s  a n d  o r d i n a n c e  
A L U 3 d  215.

L n n d o w n e r ' s  r i g h t  t o  r e l i e f  a g a i n i  
l u t i o n  o f  h i s  w a t e r  s u p p l y  b y  i n d u s t i  
c o m m e r c i a l  w a s t e .  39 A L R 3 d  910.

V a l i d i t y  a n d  c o n s t r u c t i o n  o f  s it )  
o r d i n a n c e s ,  o r  r e g u l a t i o n s  c o n t r o l l i r  
c h a r g e  o f  i n d u s t r i a l  w a s t e s  i n t o  e e w i  
t e r n .  47 A L R 3 d  1224.

P r i v a t e  l a n d o w n e r ' s  d i s p o s a l  o f  
w a s t e  o n  o w n  p r o p e r t y .  37 A L H 4 U  

C o n s t r u c t i o n  n n d  a p p l i c a t i o n  o f  
t i o n  e x c l u s i o n  c l a u s e  i n  l i a b i l i t y  
a n c e  p o l i c y .  39 A . L U 4 t h  1047.

M e a s u r e  a n d  c b m e n t s  o f  d a t n u )  
p o l l u t i o n  o f  w e l l  o r  s p r i n g .  76 A  
G29.

Sec . 46 .03 .050 . Authority. The department has jurisd iction  t< 
vent and abate the pollution of the w aters of the state. (§ 3 cl 

SLA 1971)

S ec . 46 .03 .060 . Water pollutioi ontrol plan. The deparl 
ih n ll develop comprehensive p lans for water pollution control i 
state  and conduct investiga tions it considers advisab le and necc 

for the discharge of it s  duties. (§ 3 ch 120 SLA 1971)
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MUMCIPAUTY OF .ANCHORAGE 

Anchorage Water and Wastewater Utility 

M E M O R A N D U M

DATE: January 2 9 .1S96

TO: Tim Rogers, Executive Assistant

THRU: M a ^ re m o .  P.E., General Manager. AWWU

FROM: j^£ # ia n a  Bennett, CPA, Finance Manager, AWWU

SUBJECT: Suggested Revisions to House

Listed below are suggested changes to the bills having to do with the issuance of 
revenue bonds to fund wot or quality improvements. AWWU fully supports the 
concept of this bill, or a revision of the bill, and would like to provide testimony in 
support of whatever bill comes before the legislature this session.

Page 1: Change title to read
“An Act authorizing the issuance, sale, security and payment of revenue bonds 

to fund public water quality improvements; and amending Alaska Rule of Civil 
Procedure 3.'

Page 1: Seciion 1. line 13, add:
"These water quality improvements include wastewater systems and nonpoint 
source water pollution control projects such as solid waste management 
systems.*

Page 2. line 5, delete:
"and state agencies’

Page 5, line 6. delete:
entire Sec. 37.15.575. STATE AID INTERCEPT 

Page 6, line 6:
Following "required in'’, insert “tho current fiscal year and"

Page 3. line 12:
Following “letters'1, insert "and lines"



F F 8 - 1 0 - 9 6  S f iT  16 ^4 0 DOR T R EA S UR Y D I V I S I O N  FAX HO. 9 07 46 6 33 9 4 
• HX 17:80 FAl .07 J «  « 1 0  « n « , M

Tim Rogers 
Revisions to HB401 
January 29, 1983

Page 9, line 8:
Following “constructing," insert ‘purchasing.’1 

Page 9, line 12:
Following "constructing," insert "purchasing,"

Page 9,
Delete lines 14 and 15

Page 9, line 18:
Delete “and state agencies"

Page 9, line 20:
Delete

Page S. line 22:
Delete “or state agency"

Page 10, line 11:
Delete “or state agency"

Page 10, lines 17 and 18
Delete ‘and sufficient reserves for the loan as may be necessary."

Page 10, lines 23 and 24 
Delete “A loan made from the Alaska clean water fund may ce subject to the 
state aid Intercept provisions of AS 37.15.575.”

Please let me know if you need additional information or assistance.



AMENDMENT

P a g e  6, line 6:

F o l l o w i n g  " r e q u i r e d  i n " :

In s e r t  "the c u r r e n t  fiscal y e a r  and"

Pa g e  8, line 12:

F o l l o w i n g  " l e t t e r s " :

In s e r t  "and lines"

O F F E R E D  I N  T H E  S E N A T E

TO: S B  2 0 7
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DATE:

FAX NUMBER: 

i n

ATTENTION.

S T A T E  O F  A L A S K A  
D E P A R T M E N T  O F  R E V E N U E  

T R E A S U R Y  D IV IS IO N
P .O . B O X  1 1 0 4 0 5  

JUNEAU, AK 99811-0405

FACSIMILE TRANSMISSION COVER SHEET

January 8, 1996 

67.1 S / 5177 

faw V  DEC

Marie Sansone)/ Mike Bums

FROM: Forrcsl R. Browne

NUMBER OF PAGES FOLLOWING THIS TRANSMISSION: 2

1J  this transmission is incomplete, please call this office at the following number:

PHONE NUMBER: (907) 465-3750 

FAX NUMBER: (907) 465-23P4

COMMENTS: Chester & I have reviewed the January 4th. Clean Water legislation and 
have the following suggested changes: Page 6 still needs "the current 
fiscal y e a r  and" insortr.d In terest (and perhaps principal) payments start 
six months after closing, which may be in the same fiscal year as the 
closing. On page 8, suggest adding "and lines" of credit. This i3 
apparently a new and less cosily method of credit enhancement which is 
sometimes being used to obtain a AAA rating on revenue bonds.



S E N A T E  B IL L  207
H O U SE  B IL L  401

D E P A R T M E N T  O F  E N V IR O N M E N T A L  C O N S E R V A T IO N  B IL L  S U M M A R Y

This bill will authorize the State Bond Committee to issue and sell State revenue bonds to 
provide funds for the Department of Environmental Conservation ( DEC) to offer low-intercst 
loans to municipalities. The municipalities would use these funds to finance the construction of 
public wastewater treatment systems, solid waste management systems, nonpoint source water 
pollution control projects and estuary conservation and management projects. DEC already 
operates the Alaska clean water fund, a revolving loan program that is fui dec! by federal grants 
and State appropriations. The demand for these subsidized loans lias been growing with the 
increase in federal requirements placed upon the local communities and the concurrent reduction 
in State revenues in the last few years. It is estimated that the demand for loans will exhaust the 
available supply of unds by the summer of 1998.

One solution to this j robletn is to leverage the Aiaska clean water fund, that is. to increase the 
amount o f  money available to finance water pollution control projects by using the fund as 
collateral to secure State-issued revenue bonds. Programs similar to this proposal are currently 
in place in 21 states. Communities collect user fees for their sewerage and solid waste projects to 
provide the money to make their annual loan payments to the Department. Under this leveraging 
concept, the annua1 loan repayments would be used to pay back the bond investors. Nationwide, 
in the six years o f operation o f  the clean water loan funds, there has never been a loan default. 
With such an excellent repayment history, the program risk is very small. A sizable corpus of 
money in the fund would provide extra security for the bonds and would also result in lower 
program costs which could be passed onto the municipalities. If this bill could be enacted this 
session, an adequate amount would be available in the corpus to accomplish this. Delays in 
passage will reduce the amount available to leverage and minimize the effectiveness o f  the 
legislation.

This type of bond .sales program has been previously authorized to the State bond committee. In 
fact, this legislation is patterned after the statute created for the International Airport bond sales 
done by the committee for the Department o f  Transportation. The State bond committee lias the 
expertise to properly conduct a bond sales issue. DEC lias the expertise to properly run the clean 
water fund program. This legislation provides a simple, efficient method to assist the 
incorporated communities of the State by ensuring that low-cost loans for essential projects will 
be available well into the future, while reducing the demand for general-funded capital projects.
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Alaska Clean Water Fund 
Project List
July 6, 1995

Municipality_______Project Title_____________________________Score__________ Amount_________ Cumulative
Projects to be Funded from Existing EPA Capitalization Grant

Statewide Planning and Design $614,287 $614,287
Anchorage Merrill Field Leachate Collection System $4,875,000 $5,489,287
Yakutat Wastewater Treatment Plant 85 $200,000 $5,689,287
Bristol Bay King Salmon, Phase II 67 $4,769,413 $10,458,700
Klawock STP Upgrade and Int. 46 $1,500,000 $1 1,958,700

Alaska Clean Water Fund 
Project List
July 6, 1995

Municipality Project Title Score Amount Cumulative
Projects Seeking Funding from FFY 96/97 Capitalization Grant

DEC Administrative Costs $578,240 $578,240
Juneau Goat Hill Sower Phase II 73 $770,000 $1,348,240
Kodiak Wastewater Treatment Plant Project 70 $4,880,500 $6,228,740
Bristol Bay Borough Borough Landfill Expansion 69 $285,000 $6,513,740
Homer East Trunk-STP to Lake Street 67 $626,000 $7,139,740
Bristol Bay Borough King Salmon Sewer Phase III 67 $1,576,265 $8,716,005
Anchorage Middle Fish Creek Trunk 65 $3,000,000 $11,716,005



Alaska Clean Water Fund 
Project Planning List

July 6, 1995

Municipality Project Title Score Amount Cumulative

Craig Wastewater Plant Reconstruction 66 $4,000,000 $4,000,000
Unalaska Solid Waste Facility, Phase I 66 $3,500,000 $7,500,000
Anchorage C-5-7 Trunk R&R 65 $3,000,000 $10,500,000
Nome Joint Utility Wooden Utilidor Upgrade 63 $2,000,000 $12,500,000
Valdez Robe River Subdivision Sewer Interceptor 54 $5,024,900 $17,524,900
Petersburg Scow Bay Sewer Extension, Final Phase 54 $2,064,000 $19,588,900
Petersburg Sludge De-watering Facility 53 $1,115,000 $20,703,900
Fairbanks Wastewater Sludge Disposal 47 $9,500,000 $30,203,900
North Slope Anaktuvuk Pass Sewer 47 $3,000,000 $33,203,900
North Slope Point Hope Sewer Project 47 $3,000,000 $36,203,900
North Slope Point Lay Sewer Project 47 $3,000,000 $39,203,900
North Slope Wainwright Sewer Project 47 $3,000,000 $42,203,900
Fairbanks Ft. Wainwright Interceptor Rehabilitation 47 $800,000 $43,003,900
Unalaska Wastewater Secondary Treatment 46 $9,000,000 $52,003,900
Unalaska Primary Wastewater Treatment Facility 46 $7,500,000 $59,503,900
Ancho.age Pt. Woronzof Incinerator 42 $6,000,000 $65,503,900
Dillingham Northeastern Townsite Sewer 37 $898,976 $66,402,876
Dillingham Area 5 Phase I & II 37 $1,390,505 $67,793,381
Dillingham Area 4 Phase I &II 34 $2,011,280 $69,804,661
Sand Point Harbor Sewer Extension 34 $300,000 $70,104,661
Fairbanks Van Horn & South Cushman Sewer 33 $900,000 $71,004,661
North Pole Highway Park/Badger-Hurst Sewer 29 $2,850,000 $73,854,661
Fairbanks International Industrial Ave. Sewer, Ext. 29 $850,000 $74,704,661
Fairbanks E.M. Jones Sewer Extension, Phase I 29 $2,600,000 $77,304,661
Fairbanks Industrial Park Sewer Ext. 29 $850,000 $78 154,661



LEVERAGING THE CLEAN WATER FUND

The upper part of the accompanying chart demonstrates how the Alaska Clean Water 
Fund (ACWF) currently operates:

Federal capitalization grants & State appropriations (20% of federal grant amount) are 
deposited into the ACWF.

ADFC administers the ACWF. providing loans to fund sanitation projects.

• Repayment of loan principal and interest is deposited into the ACWF to provide the basis
for funding more community projects.

Department of Revenue maintains the ACWF account and invests the unobligated 
balance, with the earnings also deposited into the ACWF.

The bottom portion of the chart illustrates the effects of leveraging on management of the 
ACWF:

The ACWF balance will be pledged as collateral for revenue bonds. Costs of bond 
issuance are moved from the ACWF to the Bond Redemption Fund (BRF).

The BRF will pass these funds to the Stale Bond Committee (SBC) who will then issue 
the bonds and sell them to investors.

Bond proceeds from investors will be deposited into the ACWF. The proceeds will fund 
additional loans for projects. The loan repayments will produce rhe bond principle and 
interest payments.

The SBC and the Trustee will make bond principle and interest payments from the 
ACWF and the BRF.
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P r e s t o n  G a t e s  & E l l i s
U T U K V E V S

January 18, 1996

Ms. Michele Brown 
Acting Commissioner
Department of Environmental Conservation 
State of Alaska

The State Bond Committee 
c/o Mr. Forrest Browne, Debt Manager 
Treasury Division, Department of Revenue 
State of Alaska

Re- Leveraging the Clean Water Act Revolving Fund Loan Program 

Dear Ms. Brown and Members of the Committee:

We have been requested to evaluate the Alaska Clean Water Fund ("ACWF") revolving 
Rind loan program for the purpose of making recommendations as to how the program can be 
structured to accommodate and provide for the sale of bonds ("Bonds"), the proceeds of which 
would be reinvested in the program. hi so doing, wc have been asked to consider the legal issues 
such a program may raise and to analyze the different options available for achieving such a 
program. We have also been requested to confirm that any format we propose complies with 
federal law requirements for the issuance of bonds the interest on which may be excluded from 
federal income tax. Concern has also been expressed that it comply with federal law relating to 
the federal Clean Water Act.

Finally, we were asked to assist in drafting necessary implementing legislation. Such 
legislation has been prepared through the efforts of the Department of Law, the Department of 
Environmental Conservation, the staff of the State Bond Committee, the financial advisor to the 
State Bond Committee and this firm. This legislation has been introduced in the Legislature as 
Senate Bill No. 207 and House Bill No. 401 (herein together, the "Bill").

In undertaking this task, we have reviewed the constitution and statutes of the State of 
Alaska relating to the ACWF (a state revolving fund or "SRF" under federal law) and have 
reviewed federal law relating to tax exemption of state and local governmental obligations and the 
Clean Water Act. We have reviewed relevant court decisions and opinions o f the attorney general 
of the state, information relating to the operation of the revolving loan program and have met and
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Ms. Michele Brown 
The State Bond Committee 
January 18, 1996 
Page 2

had discussions with staff members of the State Bond Committee, the Department of 
Environmental Conservation ("DEC") and the Department of Law.

We respond as follows:

SUMMARY OF CONCLUSIONS

We believe that the Bonds may be issued by the State Bond Committee as provided in the 
Bill, without violation of Article IX, Section 8, of the State Constitution requiring an election 
approving the issuance of bonds. We also believe that under the Bill the program can be 
structured to allow leveraging of the ACWF by the issuance of Bonds, with the commitment of 
funds necessary to such a structure without violation of Article IX, Section 7. of the State 
Constitution restricting the dedication of revenues of the state. Finally, under the Bill, such a 
financing program can be structured to allow the Bonds to be issued on a tax-exempt basis. 
These conclusions are, of course, dependent on the final language of the legislation adopted, and 
the ultimate terms and provisions of the financing plan as adopted by the State Bond Committee.

LEGAL ANALYSIS

Regardless of the administrative structure chosen to implement a program of leveraging 
the ACWF by the issuance of bonds, there are two fundamental legal issues which must be 
addressed. They are the questions of (1) whether or not a vote of the people is required for the 
issuance of such bonds and (2) whether or not the issuance of such bonds can be structured in 
such a way as to comply with the constitutional prohibition against dedication or earmarking of 
revenues of the State.

One important point should be made before discussing the legal issues. In order for a 
bond counsel to be able to give an opLion approving an issue of bonds, he or she must be able to 
say that no reasonable argument can be made against the validity of such bonds. This is a strict 
standard and is sometimes difficult to meet even if one thinks that a court would be likely to 
uphold validity on a particular issue. The following discussion is the result of our effort to 
evaluate each issue in the light of the "no reasonable argument" standard.

Issuing State Bonds Without an Election 

Article IX, Section 8, of the State Constitution provides as follows:

"No state debt shall be contracted unless audiorized by law for capital 
improvements . and ratified by a majority of the qualified voters o f  the State 
who vote on the question."



Ms. Michele Brown 
The State Bond Committee 
January 18, 1996 
Page 3

Section 11 of Article IX provides:

"The restrictions on contracting debt do not apply to debt incurred through 
the issuance of revenue bonds by a public enteqjrise or public corporation . . . 
when the only security is the revenues of the enterprise or corporation."

Thus, Article IX, Section 8, requires that State bonds be issued only for capital purposes 
and only with an approving vote of the electorate. These restrictions are removed with respect to 
the issuance of revenue bonds issued by "a public enterprise or public corporation of the State . 
when the only security is the revenues of the enterprise or corporation." Although the Bill
proceeds would not be used for capital facilities belonging to the state and no election is
contemplated, these restrictions do not apply if one of the above exceptions can be invoked.

One approach would be to create or use a separate public corporation for the purpose of 
leveraging the revolving fund program. The Bonds can also be issued directly by the State, as 
contemplated by the Bill, through the State Bond Committee which now administers the issuance 
of other State debt, if to do so constitutes "the issuance of revenue bonds by a public 
enterprise of the S tate. .  . , when the only security is the revenues of the enterprise. . . ."
There is little law on the subject of whether or not such a loan program can constitute a "public
enterprise" for purposes of meeting the revenue bond exception to public vote requirements 
Many cases recognize the validity of issuing such bonds for a public improvement, such as a utility 
system or an airport which generates revenue sufficient to secure the bonds. There is authority 
that the issuance of bonds primarily for reinvestment to make a profit (arbitrage bonds) is not a 
valid public purpose. See State v City of Onando. 576 So. 2d 1315, 1317 (Fla. 1991). Such 
arbitrage schemes are, however, quite different from the program contemplated here--the loaning 
of money to municipalities for clean water related public improvements. Under present federal 
law and DEC practice, such loans cannot bear interest at a rate greater than the Bonds so it is 
unlikely a profit could be made. We believe that the leveraging of the revolving fund program 
through the issuance of Bonds should be considered by the courts to be a public enterprise. While 
there seems to have been little litigation on this point, the existence of other similar State 
revolving fimd programs financed in part by the issuance of revenue bonds, as well as the 
existence of a number of general purpose bond banks and industrial development authorities in 
Alaska and nationally, gives credence to the "public enterprise" characterization of such a 
program as being within the custom and practice nationally in municipal finance.

The proceedings of the Alaska Constitutional Convention further support the 
characterization of the Bonds as the revenue bonds of a public enterprise of the State. The 
minutes of the convention record the following exchange:

"HELLENTHAL . . .  In Section 11 where the Committee deals with the 
non-applicability o f  the restrictions on debt, in the case of revenue bonds issued by 
public corporations of the state, first: public enterprises o f  the state, second; and



Ms. Michele Brown 
The State Bond Committee 
January 18, 1996 
Page 4

thirdly, any political subdivision. Does the committee mean by that language that 
any political subdivision can issue revenue bonds either through a public 
corporation or through a public enterprise, or directly, like the City of Anchorage 
did with its Eklutna project; and in the event that they choose to issue them 
directly without employing the device of the public corporation, with those bonds 
being exempt from the restrictions applicable to debt?

NERLAND: That was the intention of the Committee, Mr. Hellenthal."

This language makes clear the intent of the drafters that bonds to fund a public enterprise 
may be issued directly by the State without employing the device of a public corporation.

Case law defines "enterprise" broadly. "Enterprise" is not restricted to a scheme for 
making money but includes any object that is consistent with the interests of society and may 
engage the attention of men and invite their cooperation." under the holding in Maxwell vs Akin. 
89 F 17S. 180 C.C.C.D. Ore. 1898. Case law interpreting "enterprise." as it appears in federal 
statutes, does so very broadly. See Marshall v. McAlester Corp.. 438 F. Supp. 1005, 1012 (E D 
Okla. 1977) ("enterprise" under the Fair Labor Standards Act).

Based on the foregoing, it appears that characterizing the revolving loan program as a 
public enterprise of the State should successfully bring into play the exceptions of Article IX. 
Section 11. Care should still be taken however in actually implementing the legislation to avoid 
the implication that the Bonds are, in any way, secured by the general funds or revenue of the 
State To this end, it may be necessary to segregate in separate accounts the money paid into the 
fund out of general State funds and other ACWF moneys such as grants or loan repayments, to 
make clear that onlv federal grants, loan repayments and earnings thereon secure the Bonds, to 
create reserves that secure the Bonds onlv out of "revenues of the enterprise" and to make 
whatever other provisions are necessary to clarify the applicability of the revenue bond concept.

Dedicated Funds

In order to staicture, in conjunction with the ACWF. a revenue bond financing vehicle, it 
is necessary to provide for, or authorize the issuing agency to provide for. the pledging or 
dedication of the revenue stream and other moneys which are to secure and pay the Bonds. The 
Bill does this. This is usually not a problem for a state or municipality. However, Alaska is 
subject to the requirements of Article IX, Section 7, of the State Constitution which provides:

"The proceeds of any state tax or license shall not be dedicated to any 
special purpose, except. . . when required by the federal government for state 
participation in federal programs."
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Ti.e following questions are raised: May the State dedicate loan repayments (principal and
interest) under the ACWF revolving fund program to be deposited in the ACWF? May the State 
pledge to the payment and security of the Bonds the loan repayments (principal and interest), 
federal grants received, State matching money and interest earned on ACWF money? May 
reserve funds or accounts be created out of funds other than revenue of the revolving fund loan 
program and pledged to secure and pay Bonds?

Dedications Required By Federal Law

In order to continue to qualify for participation in the federal funding program established 
by the Clean Water Act. implementing state legislation must be consistent with the Clean Water 
Act and relevant federal regulations. The proceeds of state bonds secured by the state revolving 
fund (the ACWF) are required to be paid into such fund. (33 U.S.C.A. Section 1383 (d)(4)) 
Repayment of loans out of a SRF must also be paid into the fund. (33 U.S.C.A. Section 
1383(d)(1)(D)) Federal capitalization grants and state matching moneys are also required to be 
paid into the SRF. (33 U.S.C.A. Section 1382 (b) (1), (2)) Although there does not appear to be 
federal legislation specifically mandating the retention of interest earnings in the SRF, the 
regulations state that "SRF balances must be available in perpetuity and must be used solely to 
provide loans and other authorized forms of financial assistance" to assist communities in 
maintaining water quality. 40 CFR Section 35.3115 (1994) The Initial Guidance for State 
Revolving Funds contains similar language referring to "All funds within the SRF," as does 
33 U.S.C.A. Section 1383 (c).

Thus it appears that federal legislation mandates that all of the major sources of money in 
the ACWF oe deposited in that Fund and that moneys in the Fund may not be withdrawn except 
to be applied to provide financial assistance to local governments or state agencies for the 
purposes specified in the Act. One of the methods of giving financial assistance is to use such 
moneys to pay and secure bonds issued to provide funds for the same purposes. While federal 
law does not mandate that moneys in the SRF be used only for so securing bonds, as opposed to 
other authorized means of assisting communities, the discretion that Article IX, Section 7, 
intended to permanently vest in the legislature with respect to state revenues is almost totally 
eclipsed by these requirements of federal law which are "required . . .  for state participation in" 
this federal program. Also, the case of State v Alex. 646 P 2d 203, 209 (Alaska 1982) indicates 
that once moneys are in a given fund. Art. IX, Section 7, does not preclude their dedication to 
secure revenue bonds to which they relate. Thus, we believe that, as authorized by the Bill, the 
dedication o f revenue sources in the Alaska Clean Water Act to the ACWF and the proposed 
dedication of money in the ACWF (other than state matching money or, possibly, the portion of 
loan repayments representing the loan of state matching money) to pay and secure bonds meet the 
requirements of Article IX, Section 7.
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Tax Analysis

Under the Bill, a program may be structured in which tax-exempt bonds are issued by the 
State to acquire tax-exempt obligations of local governmental units. The debt obligations issued 
by the local governmental units must be tax-exempt governmental obligations and may not be tax- 
exempt private activity bonds. Care must be taken to ensure that the underlying projects do not 
have private business users in excess of that permitted by the Internal Revenue Code (the "Code") 
and that any private business management contracts for the facility meet the IRS guidelines in 
effect at the time the State bonds are issued.

The Code generally treats bonds as taxable "arbitrage bonds" if the bond proceeds are 
used to acquire "investment property" that has a yield that is materially higher than the bond yield. 
The teon "investment property" includes securities (such as the obligations issued by local 
governmental units) but excludes from this treatment tax-exempt obligations that are not private 
activity bonds. Also, it is unlikeiy that any of the local obligations acquired would bear interest at 
a higher rate than the Bends.

It is important that there be more projects to be financed than the non-bond resources 
available from the State and the federal government. Internal Revenue Service regulations 
generally prohibit the State from issuing more bonds, issuing bonds earlier, or allowing them to 
remain outstanding longer than is otherwise reasonably necessary to accomplish the governmental 
purposes for which the bonds are issued. A review of the DEC projection in this regard indicates 
that this issue should not pose a problem. The State's goal in the program is to leverage 
additional borrowed money into more project financing. It is important to demonstrate that 
additional projects may be financed (and financed sooner) than could be financed if the State were 
just to use the state and federal resources available to demonstrate that the State is not issuing 
more bonds than are necessary or issuing them earlier than necessary.

Programs such as this usually require that debt service reserves be established to secure 
the bonds. If money derived from the State funds or from the federal government are pledged to 
secure the State bonds, that money will be subject to the Code rules relating to bonds and may be 
subject to the arbitrage rebate requirements if invested in excess of the bond yield.

The bond proceeds generally may be invested at yields in excess of the bond yield for a 
period of three years by the local governmental units. While the bond proceeds are held by the 
State and before they arc used to acquire the local governmental unit obligations, the LRS 
regulations allow for a six-month investment period for State bond proceeds. This six-month 
temporary period is subtracted from the three-year period available to the local governmental 
units. In addition, there is a three-month temporary investment period for repayments that are 
expected to be recycled into purchase of new local obligations.
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The Code also contains specific requirements for "pooled financing bonds." In general, 
the State must reasonably expect that as of the close cf the three-year temporary investment 
period, at least 95% of the net bond proceeds will have been used to acquire the local 
governmental unit obligations. In addition, the payment of legal and underwriting costs 
associated with the issuance of the bonds may not be contingent and at least 95% of such costs 
must be paid not later than. 180 days after the State bond issuance.

We hope that the forgoing is of assistance. Please call with any questions or comments.

Very truly yours.

P r e s t o n  G a t e s  &  E l l i s

' f
/  /■ /  / / '

By '
Forrest W Walls

FWW:wp
cc Ms Marie Sansone 

Mr. Butch W'hite 
Mr. Chester Johnson 
Mr. Mike Bums 
Mr. Lee Sharp 
Mr. Bill Mantle 
Ms. Cynthia Weed
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FROM: GOVERNMENT FINANCE ASSOCIATES, INC.

SUBJECT: ELIMINATION OF STATE INTERCEPT; EFFECT ON 
ALASKA’S PROPOSED SRF FINANCING PROGRAM

We have been asked to evaluate the impact of removing the state intercept from the 
proposed SRF leveraging and bonding structure. In this connection, it is necessary to 
review the effects on both the underlying credit features and the projected financing costs 
for the program. In order to appropriately respond to this subject, background material 
should be presented, as follows.

DESIRED RATING: Generally speaking, as a result primarily of (i) the large cash 
infusions from the Federal and state governments, (ii) provisions of the local loan 
repayment arrangements, and (iii) the state creation and oversight, SRF’s have been highly 
rated. For example, as indicated in the attachment, of the 25 active leveraged state SRFs, 
sixteen are rated double-A or better, without taking into account bond insurance. The 
other r.-ne are rated single-A or they are assigned insured ratings. Because of the high 
credit standing of these structures, only a few have chosen to be insured, since any rating 
in the double-A or higher categories makes bond insurance unnecessary. In most cases, 
insured bonds trade no better than a weak double-A. Additionally, double-A ratings, on 
an uninsured basis, give a borrower substantially greater flexibility, as a result of the lower 
cost of capital that the rating affords and the reduced number of restrictions that apply to 
uninsured debt. Taking these factors into consideration, combined with the inherent 
strengths o f the Aaska SRF, we recommend that the State establish a goal of achieving no 
less than an uninsured rating o f  double-A.

USE OF STATE INTERCEPT: As shown in the attachment, of the sixteen active 
leveraged SRFs rated double-A or better, half of them use the state intercept of local aid 
to provide underlying security. The state intercept mechanism has been employed for 
numerous purposes over the years. In the 1970’s, for example, states that created bond 
banks to reduce the cost of capital for localities often applied the state intercept to help 
secure the bonds that were sold by the respective state bond banks. As a policy matter, 
the rating agencies have concerns about the pooling of local credits, with disparate credit
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standing, in the absence of some generic, extra credit support. State intercepts have often 
been used to address these rating agency misgivings about local credit pools and to 
“homogenize" the various credits within the pools. On occasion, state “moral obligation” 
pledges have been invoked for this purpose, but Moody’s, in particular, gives little weight 
to the concept after “moral obligation” agencies in New York State had very serious credit 
problems in the 1970’s, including a default on certain notes by one “moral obligation" 
agency. The state intercept is a well-established and favorably accepted credit device. •

DIFFERENCE IN COST OF CAPITAL BETWEEN “A” AND DOUBLE “A” SRFS:
In our opinion, if the State does not make special arrangements, as discussed farther 
below, to compensate for the loss of the state intercept, it is highly likely that a rating of 
single-A will be given to the State’s SRF, as opposed to tne more desirable double-A. If 
this development occurs, then the Alaska SRF will experiei ce a more costly interest 
expense on the bonds it sells in the credit markets. We estimate that the current difference 
in interest costs between a single-A and double-A credit, over twenty years, on S10 
million is equal to $271,000 in gross dollars. Compounding this difference over several 
years of SRF issuances, for $100 million, it would amount to $2.8 million over twenty 
years.

It should be noted that we are currently experiencing low interest rates. In a higher 
interest rate environment, this difference between single-A and double-A credits could be 
(and has been) as great as 50 basis points. In that situation, the difference in capital costs 
between a single A and double A could aggregate as much as S7.0 million over twenty 
years. One could argue that the difference could be reduced through bond insurance, 
which is correct, but it is relevant to emphasize the following in this respect. First, bond 
insurance is rather expensive, often as much as one-half of one percent of total debt 
service. Second, bond insurers frequently require programmatic restrictions that even the 
rating agencies do not mandate.

ALTE.INATIVES TO STATE INTERCEPT: As discussed above and as more frilly 
exhibited in the enclosures, there are options for Alaska in achieving a double-A rating for 
the leveraged SRF over and above the use of the state intercept. The alternatives tend to 
fall into three categories. First, as demonstrated by the .Arkansas, Colorado, and 
Minnesota programs, a supplemental reserve could be created that further secures the cash 
flow through excess revenues and unreleased fund balance. Second, overcollateralization 
of financed loans could also be accomplished through lower ratios of SRF debt to the 
program’s fund balance and other unreserved monies; Missouri, Pennsylvania and Texas 
have followed this course. Third, other programs, such as Arizona and Nevada, have 
applied high general obligation bond ratings to secure the SRF debt; Arizona apparently 
issues uninsured debt only for high rated localities, such as Phoenix, and Nevada SRF debt 
is further secured by the State's general obligation pledge. Based on our understanding o f 
the desire for flexibility in the Alaska program, we do not think that the third option is 
realistic for the Alaska context.
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CONCLUSION: The state intercept mechanism is a common feature for many, highly 
rated SRF structures. If the State wishes to eliminate the state intercept but still achieve a 
double-A r 'ting, on an uninsured basis, for its leveraged SRF program, it will be 
necessary for operational adjustments to be made by the State. These adjustments could 
include, but would not necessarily be limited to, the establishment of supplemental reserve 
funds and significant overcollateralization of assets (lower debt to equity ratios). In effect, 
the Alaska program would be required to limit its flexibility in certain respects. The State 
will need to balance these additional restrictions and effect on the SRF’s future 
programmatic flexibility against any perceived disadvantages of the use of a state 
intercept.

As a final comment, we would like to emphasize that in the absence of substantial reasons 
to the contrary, the use of the state intercept, as a result of its frequent use for other states 
that have received a double-A rating, will facilitate discussions with rating agencies and 
’will be met with an historically favorable acceptance by the credit markets. These factors 
should result in a lower cost of capital for the Alaska SRF. We suggest that if Alaska 
desires to eliminate the state intercept, we should first discuss its elimination with the 
rating agencies to determine the replacement security feature that the agencies would 
possibly require in order for Alaska to achieve a double-A rating. Of course, if Alaska is 
satisfied with the single-A rating, then it becomes a matter of the additional cost of capital 
that would be incurred through the elimination of the state intercept.



STA TE REVOLVING FUNDS

RATINGS S tate

I s su e r M oody 's S & P Fitch Intercept

Alabama Water Pollution Control Authority NR MR NR No
Wastewater Management Authority of Arizona Aa AA* NR No
Arkansas Development Finance Authority NR AA NR No
Colorado Water Resources and Power Development Authority Aa AA/AA* NR No
State of Connecticut Aa AA* AA Yes
Indiana Bond Bank NR A NR Yes
Iowa Finance Authority NR A NR No
Kansas Development Finance Authority Aal AA* NR Yes
Kentucky Infrastructure Authority A A NR No
Maine Municipal Bond Bank NR A* NR No
Maryland Water Quality Financing Administration Aa AA AA- Yes
Massachusetts Water Pollution Abatement Trust Aa1/Aa AAA/AA-/A* AA+7AA Yes
Michigan Municipal Bond Authority Aa AA NR Yes
Minnesota Public Facilities Authority Aa AAA NR No
Missouri State Environmental Improvement And Resources Authority Aal/Aa NR NR No
New Jersey Wastewater Treatment Trust Aa AA NR Yes
State of Nevada Aa AA NR No
New York Slate Environmental Facilities Corporation Aaa/Aa AAA/A/A* AAA/AA Yes
North Oakota Municipal Bond Bank A1 NR NR No
Ohio Water Development Authority A A NR No
Pennsylvania Infrastructure Investment Authcnty NR AA NR No
Rhode Island Clean Water Finance Agency NR NR NR No
South Dakota Conservancy District A NR NR No
Texas Water Development Beard Aa AAA NR No
State of Wisconsin Aa AA AA* Yes



STATES THAT HAVE NO STATE INTERCEPT

Alabama No uninsured ratings.

Arizona Uninsured ratings are only for Phoenix, whose double-A general 
obligation ratings flow to the ratings on Arizona’s SRF bonds.

Arkansas Double-A Standard and Poor’s rating: without state intercept, State is 
required to use supplemental reserve fund, which is utilized if earnings 
fall below required coverage.

Colorado Double-A from both Mood’s Investors Service and Standard & Poor’s; 
without state intercept, State is required to use supplemental reserve 
fund, which is utilized if earnings fall below required coverage.

Iowa Rated only single-A by Standard & Poor’s.

Kentucky Rated only single-A by both Moody’s Investors Service and Standard 
& Poor’s.

Maine Rated only “A+” by Standard & Poor’s; enjoys state moral obligation.

Minnesota Similar to both .Arkansas and Colorado, Minnesota has a supplemental 
reserve, but the debt is also secured by moral obligation pledge.

Missouri Reserve fund equa'. 70% of outstanding loans, as opposed to lower 
conventional reserve fund levels for most other programs.

Nevada Backed by State’s general obligation pledge.

North Dakota Rated “AI” by Moody’s Investors Service.

Ohio Rated only single-A by both Moody's Investors Service and Standard 
& Poor’s.

Pennsylvania Double-A Standard & Poor's rating; overcollateralization with over 
one-half of the program funds coming from the i. fe of Pennsylvania.

Rhode Island No uninsured ratings.

South Dakota Rated only single-A by Moody’s Investors Service.

Texas Substantial overcollateralization; expectation that debt service coverage 
on pool will rise to over 8.0 times during the life of the bonds.
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SECTIONAL ANALYSIS

SENATE B IL L  2 0 7
HOUSE B IL L  4 0 1

Introduction

Senate Bill 207 (the bill) and its counterpart, House 

Bill 401, will authorize the state bond committee (committee), 

which consists of the commissioners of the Departments of 

Administration, Commerce and Economic Developme. t, and Revenue, 

to issue and sell state revenue bonds to fund public wastewater 

treatment systems, solid waste management systems, nonpoint 

source water pollution projects, and estuary conservation 

management projects. The bill authorizes the Department cf 

Environmental Conservation (DEC) to use the Alaska clean water 

fund (fund), a revolving loan fund, as security for the payment 

of the principal and interest on the bonds, provided the bond 

proceeds are deposited in the fund.

The Alaska clean water fund and the proposed bond 

program are designed to comply with requirements for 

participation in a federal matching grant program under the Clean 

Water Act and, therefore, do not present any problem under the 

dedicated funds prohibition of the State Constitution.

By using the Alaska clean water fund as security for 

the bonds, the state will be able to leverage or increase the 

amount of money in the fund that is available to municipalities 

and state agencies for water pollution control projects.

Section 1 . Section 1 of the bill recognizes that the proposed 

bond program is an appropriate use of the public credit, and that 

it will serve a public purpose by allowing public water pollution 

control projects to be financed and constructed much sooner than 

would otherwise be possible. This statement of the policies and 

purposes underlying the bill will also reflect the legislature's



i n t e n t  t h a t  t h e  b o n d s  t o  b e  i s s u e d  a r e  r e v e n u e  b o n d s .

This section of the bill will create a new article, 

article 3A, in Title 37, the public finance title of the Alaska 

Statutes.

g.ec^37_.JLJ.!̂ 6_0^Bg,Np_A.yTH9iLl^ATXQN - Authorizes the 

state bond committee to issue and sell revenue bonds to raise 

money to be deposited in the Alaska clean water fund. This 

section characterizes the Alaska clean water fund as a public 

enterprise of the state and the proposed bonds as revenue bonds. 

Under the Alaska Constitution, state-issued revenue bonds do not 

require voter approval. This section authorizes the committee to 

enter into agreements and perform those functions that are 

normally required to accomplish the task of issuing and selling 

b o n d s .

Sec.,- 37,15-̂ 6.5., BONP_REPE.MPTION_ FJJNJ2 - A bond

redemption fund is established. This is a standard financing 

technique for making it easier and more accountable to perform 

the many functions necessary in the bond issuance and sales 

process. Also, to provide accountability for any future 

principal and interest payments and any premium redemptions on 

the bends. The state bond committee will be responsible for 

administering the bond redemption fund, and may invest the 

proceeds of the bond redemption fund according to the ’prudent 

investor' standards established in AS 37.10.070, providing the 

earnings on these investments are retained in the bond redemption 

fund.

Sec.  3 7 . 1 5 . 5 7 0 .  BOND TERMS - The state bond committee 

may issue, sell, cr redeem the bonds so as to achieve the 

greatest advantage for the State. The committee can make 

decisions based upon the market conditions, and dees not require 

approval of another agency to execute these decisions. The 

committee will decide the level of security required from the 

Aiaska clean water fund and the portion of Che fund that will 

provide this collateral security. The committee may appoint a 

trustee to perform all necessary functions. The committee must 

give due regard to the continued funding of projects under the
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Alaska clean water fund, including applicable state and federal 

requirements. Any such decisions made by the committee and 

expressed in a bond resolution are conclusively deemed to comply 

with the requirements of the legislation pertaining to the bond 

p rogram.

Sec, 3 7 , 1 5 , 5 7 3 .  BQNP_RES.QbU.TIQN - The committee must j
adopt a bond resolution to issue bonds. The resolution will 

contain those terms and conditions necessary to identify and 

define the bonds and the bond sales process.

Sec, 37.15. 575.,___ S.TAJLE^ID_I1{TERC.E,PT - This section i

defines the procedure for allowing the State to intercept or 

garnish ether legitimate sources of State aid should a community 

default on a loan from this fund. This paragraph is included in 

the legislation to enhance investor confidence in the program, 

improve the bond rating, and ultimately, lower program costs.

Sec. 37.15.580.___ PLEDGE..Q F , THE_S.TATB - This provision

recognises that the state may not alter the terms and conditions

of a bond resolution by subsequent executive or legislative 

a ct io n .

Sec. 37.15.583. ENFORCEMENT BY BONDOWNER - To resolve 

any disagreements between the bor.downers and the committee, 10 

percent or more of the bondowners of any series or issue can 

bring suit in state superior court in Juneau. The ten percent 

threshold -was selected to discourage frivolous litigation.

SaiLt 37 gg„,.5.3.5 , AMOUNTS .R E Q U IR E D  FOR PAYMENTS - Each

year the committee will inform the commissioners of the £

departments of Environmental Conservation and Revenue of the 

amounts needed in that year to pay for the bonds. The notice ■;

will be given at this time so that the departments will be able £

to incorporate these numbers into their financial planning for V

the next fiscal year. j*

S  3 7 , 1 5 ,,.597 t _ P URP.QS.ES_ANP_S.UFF.TCI ENCY_OF_^/^nJE jf
3cnd proceeds will be used to build projects that are eligible f,”

under the clean water fund program. The committee will not issue 

bonds unless there is enough security available in the fund to i

make it prudent to issue the bonds. ^

;



Sec >____ 37 ,15,590.._REFUND ING - If it is in the best

interests of the State, the committee may refund all or some of

the bonds. The committee will follow the defined procedures to 

conduct the refunding process. The committee may appoint a 

trustee to conduct this process. The trustee may invest funds in 

short-term federal instruments until the refunding proceeds are 

needed.

Sec. 37.15.595. BONDS AS LEGAL INVESTMENTS - The

bonds are legal investments and can be traded and sold between

institutions and persons. The State may accept them as security 

for the State and Municipal debts.

Sec. 37.15.600. STATUTORY CONSTRUCTION - The Statute 

is to be liberally construed to give effect to the public purpose 

of providing for the financing and construction of public water 

pollution control projects.

Sec. 37.15.605. REGULATIONS - The committee can adopt 

regulations to implement this program.

Sec. 37.15.605. Definitions - This sections contains 

the definitions applicable to the bond program.

Section 3 - 1 2 . Sections 3 - 12 of the bill amend AS 46.03.032, 

the statute that establishes the Alaska clean water fund.

Section 3. AS 46.03.032(a) - The Alaska clean water fund statute

is amended to allow the fund to receive money from the sale of 

bonds and this money may be placed in a special account of the 

fund.

S.g.g.ti9n_4.. AS..4 g t-Q.3.t.Q.32 (fel - The provisions cf the Alaska clean

water fund statute are to be given liberal interpretation to 

further their purpose of providing financing for the construction 

of water pollution control projects. The DEC will administer the 

fund consistent with the state and federal requirements 

applicable to the fund and with the requirements of the bond 

legislation.

4



Section 5. AS 46.03.032(c) - This section makes a technical 

correction in the citation of the Clean Water Act, to follow the 

proper citation form and to refer to the Clean Water Act as 

amended.

Section 6. AS 46.03.032(d) - This section reorganises the

existing statute into a more understandable form. It also 

authorizes use of the fund to secure state-issued bonds, and 

authorizes use of the fund to pay the principal and interest on 

the bonds and the costs of issuing and administering the bonds. 

The proceeds of the bond sale must be deposited into the fund.

Section 7. AS 46.03.032(f) - This section also reorganizes the 

existing statute into a more logical format and allows DEC to 

spend money from the fund to administer the bond program.

Section 8. AS 46.03.032(a) - The existing statute is amended to 

allow a state agency to receive loans from the fund. Currently, 

only municipalities may do this. Nationwide it has been 

recognized that the state environmental agencies that normally 

run the clean water funds don't always have authority over all 

environmental situations. This is especially true for nonpoint 

source pollution problems that affect plant and animal 

populations that would normally be considered part of the 

jurisdiction of the Departments of Natural Resources or Fish and 

Game. Allowing DEC to make loans to other state agencies will 

provide a tool to enable these organizations to cooperatively 

address these interagency environmental problems. Also, the 

section is amended to make it clear that the potential borrowers 

will demonstrate their creait-worthiness prior to lean 

commitment.

Section _g_. AS 46., 03 .03,2 (j), - This section amends the existing

statute to accommodate the references to the bond issuance 

program. Some technical changes are also made to reference AS 

46.06.021, the solid waste statute that establishes project 

priorities, rather than repeat them in full in the Alaska clean 

water fund statute.

5



Section 10. AS 46.03.032(k) - In addition to the reports the 

department already prepares for the program, DEC will prepare 

reports necessary for the committee.

Section 11. AS 46.03.032(o) - The definitions section includes 

one technical change in the terminology used to refer to solid 

waste management projects and adds a new definition for the term 

"state agency."

Section 12. AS 46.03.032(p) - This new subsection provides that

any inconsistencies between any regulations adopted by the state 

bond committee under Title 37 and those adopted by DEC under 

Title 46 involving the Alaska clean water fund program will be 

resolved in favor of the Title 37 regulations.

Section 1 3 . Clarifies that the portion of this legislation that 

is entitled ENFORCEMENT BY BONDCWNER would affect a change in 

Civil Procedure 3 and require all actions to be filed in Superior 

Court in Juneau.

Section 1 4 . Recognizes that in order for ail actions to be filed 

in Superior Court in Juneau, the second part of the paragraph 

that is entitled ENFORCEMENT BY 30ND0WNER must receive a two- 

thirds majority vote of each house; otherwise that portion will 

not take effect.




