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FISCAL NOTE

Revision Date:____________________________
Title: C lean  Water Fund Ponds

STA TE  O F  A LA S K A
1996 LEGISLATIVE SESSION

H ILL  NO.

Nn.

Hill Version: S  J3  ~P

IS) Publish Date : -  / / % / 9 &

Dcpanmcnt AlTcctcd: Environmental 
Conservation

Sponsor
Requestor:

Ru le s  C c a a l t t e e
BRU: Facility Construction <fc Operation
Component: Facility Construction <& Operation

G n v p r n n r

Expenditures'Revenues:
COMPONENT SER IA L  NO. 

(Thousands o f Dollars)

ANALYSIS (Attach a separate page it necessary j
* Projected bond costs have not yet been determined Please see attached explanations

The depanm.nt supports this bill that authorizes the sale of revenue bonds to be used by the Alaska Clean Water Fund 
to t'ursd construction of public wastewa'cr systems, nonpoint source water pollution control projects, 
including solid waste management systems, and estuary conservation and management projects

OPERATING LXPE.NDITl RES FY 97 FY 98 FY 99 FY 00 FY 01 f \ n :
PERSONAL SERVICES
t r a v e l
CONTRACTUAL
SUPPLIES
EQUIPMENT
I.ANDASTRUCTURES
GRANTS.CLAIMS
MISCELLANEOUS

0.0 0.0 0 0 0 0 0 0 O i'l
0.0 0.0 0 0 0.0 0 0 . . .  1
0.0 0 0 0.0 0 0 0 0 '• 1
0 0 0 0 0 0 0.0 0 0 Ml 1
0 0 0 0 0 0 0 0 0 0 .t.JI
0.0 0 0 0 0 9.0 0 0 JVl
0 0 0.0 0 0 0 0 0 0 J' I
0 0 0 0 0 0 0 0 0 0 ' " . I

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.01

C SPIT SL L.\Pt.M)ITl RES | 0 0 | 0 0 | 0 0 0 0 661
ICIIANGLIN Kr.VENt E5i l | 0 U| l)Q | o o | o o | 6 oi

n  ndnoi nr»:
1002 ftJerai Rcccpis
1003 GF Maun 
t w e r
1005 GF PfO|fim Rcccipi 
IOOVGF MHTIA 
AUio clean W ntf Fi*«<J

0 0 0 0 0 0 0 0 0 0
00 •JO 0 0 0 u 0 0 1
0 0 00 00 0 0 o 6 1 1
0 0 0 0 6 0 0 0 0 0 ' .1
0 6 0 0 Oo 00 0 0
0 0 00 0 0 0 0 •JO

t o t  AL 0 0 00 O0 6 6 00

POSITIONS
n  n r r iM i
PART-TIME

0 0 0 0 0 •I
0 " 0 0 0 0 •I

TEMPORARY 0 " 0 0 6 Ol

Prepared by Li t . Jones
Division Director. DiviTicnol Administrative Serves

Approved by Commissioner
Agency Department of Environmental Conservation

Phone
Date

Date

4 6 5 - 5 0 1 0
I
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For further distribution information. call the Governors Legislative Office
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I he proceeds from ihe vale ot bonds is to vupplemcnt available loan funds. Therefore, bonds will 
only be void it the dem and tor construction loans exceeds the am ount available in the Alaska 
(. lean ater l und i AC. W F ). However, the sale will have to be timed to a llow  a certain am ount 
ol the AC. \k F to be held as collateral for the bonds sold. Further considerations in the ttm ine  o f  
the vale ol bonds includes several tinancial issues such as rebate as it applies to sclliny bonds.

Ihe  departm ent is w orkinuclose ly  with the State Bond Com m ittee , the Bond C o m m it te e 's  bond 
counsel and financial advisors to ensure ail ol thrsc  concerns arc adequate ly  addressed and that a 
bond vale only occurs when it is advantageous to tl c state. Consequently , the costs related to the 
' a l e  ol the bo r unknow n j t  this time Finally , costs associated w ith  the sale o f  bonds arc 
usua llv  p j i J  ,ne proceeds ol the bond vale

\ l a s k n  (. lo a n  W j t c r  f und  - B o n d  S a le s  R e a s o n s  w h y  c o s ts  can  not be d e te rm in e d



FISCAL NOTE No. 3

STA
1 9 9 6

Revision Dale:____________________________________________  Dcpan -ent Affected: Environmental
Title: Conservation

BRU: Facility Construction & Opcrnti on
Sponsor Component: Facility Construction Sc Oncration
Requestor

COMPONENT SER IA L  NO.
Expenditures/Re veni'es: (Thousands o f Dollars)
OPERATING EXPENDITURES FY 97 FA’ 98 FY 99 FY 00 FY 01 FY 02
PERSONAL SERVICES 0.01 0.0 0.0 0.0 0.0 Oul
TRAVEL 0.0 0.0 o.oi 0.0 0.0 0.01
CONTRACTUAL 0.0 0.0 0.01 o.oi 0.0 0 01
SUPPLIES 0.0 o.oi 0.01 0.01 0.01 0.01
EQUIPMENT 0.0 0.0 0.01 0.01 0.01 0.01
LA N D * STRUCTURES 0 0 0.0 0.01 001 001 0.01
GRANTS.CLAIMS 0 0 0.0 001 0.01 o.oi 001
MISCELLANEOUS 0 0 | 0.0 001 o.oi 0  01 0.01
ITOTAL OPERATING 11.01 o.oi 0.01 0.01 O.OI 0.01

[CAPITAL EXPENDITURES 001 0 01 o u l o o l 0 01 O'. 1

[CHANGE IN REVENUES • UU| 0 0 | 0.01 0.01 o o l

FI ND SOURCE
llOO: Feaefii Re«tpa 0.0 0 0 0  01 0 01 0.01 0.01
lOOJCFMairft 0 0 0 0 0 0 0.0! ou t OOl

MCOaCF 0 0 0 0 0 0 o.oi o.oi )u l
j >00} Cf-?Xftz.n fltttipr 0 0 0 .0 0 0 0 0» O.OI O.oi
I006GFAIHTJA 0 0 0 0 0 01 0 01 o o l io t

lAUaaGran '-Vur* Funs 0 0 6.6 o i l 0 01 0  01 •J.o'l
t o T A L 0 0 0.0 0 01 o.6j 0  01 Lol

I. it uni It i f  in* currrnt *r»r iFYFTV com; •

POSITIONS
K ILL -T IM E 0 0 0 01 o l “ oi
PART-TIME 0 0 0 ol 01
TEMPORARY 0 0 0 o | 01 01

ANALYSIS Attach a icparatt page tl necessary.)
* Projected bend costs have not set been detcimined. Please see attached explanations

TI>e department supports this bill that authonres the vale o f revenue bonds to be used by the Alaska Ccan Water Fun 1 
to .und construction of public *istci*aicr systems, nonpoint iource -vater pollution control projects, 
including solid v-aste management systems, and estuary conservation and management projects.

Prepared by Larrv Jones Phone ■165-5010
Di«m>in Director. Oivition of Vdmimstrame Services Dair y 'K 'H i

Approved by Commissioner. f l i l i  l i  i S l l /  /L^
Agcnc* Dcpvanmcnt o f Environmental Conservation Date: i f  £<  1 T it

r  k i r u i K  t o  ntovtDK ai.l  niMVint n o s  t o u r s  to gov i jo o k a  u c b u m r  o m c r
Foe further distribution information, call the Governor s Legislative O ffite . ^
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The proceeds from the sole of bonds is to supplement available loan funds. Therefore, bords 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 curtain amoun: 
ot the ACWF to be held as collateral for the bonds sold. Further considerations in the tinung of 
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 concerns arc adequately addressed and that a 
bond sale only occurs when it is advantageous to the state. Consequently, the costs related to t ie 
sale of the bonds is unknown at (his time. Finally, costs associated with the sale of bonds arc 
usually paid from the proceeds of the bond sale.

A la s k a  C le a n  W a t e r  F u n d  - B o n d  S a l e s  /  R e a s o n s  w h y  c o s ts  can  no t be d e t e rm in e d :



STATE OF ALASKA
1996 LEGISLATIVE SESSION FISCAL NOTE BILL NO: CSSB  207 (CRA)

RovWon D o t o :_______________________________________________ Oopl, Affectod: Rovoooo______________
Ttrto: Cloon Walof Fund Bonds_________________________ BRU: Rovonuo Oporgttora
______________________________________________________________ Component; Iiooiury_______________
Sporooi: Rul>« Commit!—_________________________________  _______________________
Requoitor. Governor______________________________________ COMPONENT SERIAL NO.  121
E xp fxR tu fi/R evnu t:___________   (Thousand* of DoBon)
OPERATING EXPENDITURES FY 97 FY 98 FY 99 FYCO FY0I FY 02
PERSONAL SERVICES 
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LANO & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0 0 0.0 0 0

CAPITAL EXPENDITURES j 1 1 1

CHANGE IN REVENUES ( ) [

FUNO SOURCE___________________   (ThouxrxHof Do*on)
1002 Fodorcn Rocopti
1003 GF Mot CH 
lOCUGf
1005 GF/Program Roc opt* 
103/ GF/Montal Noam
CftVK
TOTAL 0 0 0 0 0 0 0 0 0 0 0 0

Eiftmot* of ony cun*nl y#or (FY96) coil S  0 0
posmoNS.

TIAL-T1MC
PART-TIME
temporary

ANALYSIS: (Afloch o Mporote pop* V f>*c*i»ory)

AJ cost o f kuoonco. ooavnoffohon. end doo i nhmco on  tno Pond* w* t o  p o d  from mo avo irs  C«oon W'a’ or ’ j r >d 
tho p rocood i of mo pond a iuo w* do dopev fod  m mo C loon  Wat or Fund moroOy rc ro c u n g  rr-n monoy ov - c tyo  
for toon* to nx^>c<x:vrx)j Thoro a no o i fm a fo d  foco* m poc t on omor Sta'o fundi

FYwparod P y  Oc -j  >.rnoy__________— __________________________  FYono <*<6-2300
OM*on TroatuyDMMon /  A J  ; i Cxfo Focruary 21 1W&lroovr> 0.ii<cn /  /  ]  ' I*%on l Condorf \ fApproved Ov ComrTrtscne* V.^ncnt Ccnood \ J / . ,  / f ,  /  f > f  Do*o Fotruor, "it
A^oncy Ooportmant of Bovprxio__________________________

FMPAStBIOPOOVOE Alt. D6TRM/TI0N COP<5 TO GOVEBffORS lEGfSLAWE OFFO 
fo* Piyinw ditfrtxfhon rVcrmapion cot* ff«  Governor» logefcyso 0« c o
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BovttfooOoto _____________________
nrio CJoon Wale* Fund Bondi

STATE OF ALASKA
1996 LEGISLATIVE SESSION FISCAL NOTE

Deof Affected Revenue

Hill Vm lor: . C S S & J i n C c ^ L  

15) Publbl Oa'f:

BRU.
C <yncxjnen»

C«jvofNy> Ooe»oticnit
frecauv

SotXHor. 
Peouetf o»

FTut«« ConrmiiM
Governor COMPONENT SI81ALMO. 121

I ipondituf o»/B ovonuoi
OPIBATING EXPENOfTVBtS fyq; FV 08 FV 90 FV 00 FY 01 FV02
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
I SUPPLES
ECUPMCNT
LATO 4 STRUCTURES
GRANTS. CLAAtS
•ASCEllANtOUS
•OTAl CPEBATING 00 00 00 00 00 00
CAWTAl IXttNOfTUttJ I I I

n rCHANCE 04 »(Vf NUES (
FUfFO SOU8CI Ghcuiorvii of Ccrton)

ICC2 Fecxrd Oece-cM 
;ogj Gf Mcfcn 

:0GIGE

'0C6 GE/>ogrom Oeccoti 

:qj? Cf/M**ai »*nrti 
Cm*
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'OIAL 00 00 00 00 00 ,o !
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FISCAL NOTF,

STATE OF ALASKA
1996 LEGISLATIVE SESSION

H IL L  NO. CSSH 207(JUD)

Rcvliion Dale 
litlc

Sponsor
Rcqucitor

Revenue Bond - Clean Water Fund
Department Affected Fnvlronmenlal

(ontcrvalion

Ul I.TsUnri'OLF.^T OK MlETTnVF'KVOIT3 '^ r.V A T rin n rr iA kv  lu m m ih  n
DRU: Facility Conttructlon A  Opcralion
Component Facility (  nnilructlon A Operation

E xpenditurt vRcvcnuc!
CO.MmNF.NT SER IAL NO. 637

onRATrsc. L\r» > n m  rfa F Y 97 FY 98 F Y 99 F Y 00 FY 0 I FY’ 02
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
I.ANDJt STRUCTURES
GRANTS.CLAIMS
MISCELLANEOUS

0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 " J 0 0 0 0 0 0
0 0 00 00 0 0 00 0 0
0 0 00 00 0 0 00 0 0

TOTAL OPERATING 0 0 0.0 0.0 0.0 0.0 0.0

[i c r tT c i »a n  *»nm  h i .s 1 -  0 0 1 0 0 | '  6 6 | --------- OjOI--------- 0  01 o o |

(1IA M .E IN W A T M T SI 1 1 o 6 | 0<l| o o | 0  0 | o 0| 0 0|

tl'NDMNUC'T.
I00J t tdrrW Rr.(>ru  

tO O lCr M aul
looa o r
1005 OF b n p a *  H h ttfi
lO O O O FM lfnc
Clatla O a  '* Mr, I i>U

- 0 0 0 0 6 6 0 0 0 0
0 0 0 0 615 0 0 0 0 d o
0 0 6 0 6 6 6 6 0 0 0 0
0 6 6 6 5"5 0 0 6 o
6 6 0 0 6 6 0 0 <T6 6 5

" 0 0 0 6 6 6 0 0 6 o 0 0
TOTAL 0 0 0 0 6 6 0 0 0 0 0 0

I i t l a t  e  i< I t ;  ( t m t l  } t ir  ( M I T i  m l  1

POSITIONS: _______________
FULL-TIME 6 5 0 5 5 5
PART-TIME “ 55 5 V 5 5 0
TEMPORARY 6 0 6 0 0 6

ASALYM n (Attach a tcparaic page if r.cccttary )
* Projected bood corti haie i or yet been determined Plcate ie< attached cipLanaticm
The deportment uipporti Urn b II tha* authorize* the vale o f revenue bood* to Se uved by the A la ila  Clean Water I und 
to fund coouructKW o f public vattc»aier ty Hem*. non point *curcc '•iter pollution control project*, 
nchdinf Mdid uauc marujem  -nt tyurm t. an j ctruary <on*cr* atico and m ru jr n rn t  project!

Ptrparrd by Keith K c l t n n  Phone 46S.5IKO
Pon ton  Director. facility ConunK iionk  Operation____________________  Dajc t  | %

l i t ,  1^  . LApproved by lom m tm ooer 
Ajency P rpM ta ta l o f  la>  itoamttiul (  onwn itmn Date

rat t  cat m to t t ir t  101 cl I him mat tuts i un i • i t i c m u v M  > i K .tvi.ciici u n it i
F or further dntrtbutina mformati'M. call the G aitnW t I rgtiLame OfTice

iR FV  1 9 J |  i «■ l*a$e I o f



The proceeds from the saJc 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 tn the tim ing of 
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 concerns arc adequately addressed and that a 
bond sale only occurs when it is advantageous to the state. Consequently, the costs related to the 
sale of bonds ts unknown at tlus time. Finally, costs associated with the sale of bonds arc usually 
paid from the proceeds of the bond sale.

A L A S K A  C L E A N  W A T E R  F U N D  • B o n d  SaJcs /  R e a s o n s  w h y  c o s ts  c a n  n o t be de te rm ined :
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DEBT SERVICE ON SRF BONDS

PRINCIPAL INTEREST TOTAL

FY 96 1st Qti 
2nd Qti 
3rdQlr 
4th Otf

FY 97 1st Otr 
2nd Otf 
3rd Otr 
4th Otr

FY 98 1st Ctf 
2nd Otf 
3rd Otf 
4th Otf

365 475 365.475

FY 99 1st Otf 
2nd Otf 
3rd Otf 
4th Olf

405.000 365.475

719.813

770.475

719,813

FY 00 1st Olf 
2nd Otf 
3rd Otf 
4th Otf

035.000 719013

1,062.326

1.554.013

1,062.320

FY 01 1st Otf 
2nd Otr 
3rd Otr 
4th Otf

1.290,000 1.062.326 

1.392 326

2.352.320

1.392.320

FY 02 1st Otf 
3rd Ctr 
3rd Otf 
4th Otf

1.770.000 1 392.320 

1.709.120

3.102.320

1.709.120

FY 03 1st Otf 
2nd Otr 
3rd Otf 
4th Otf

2.200 000 1.709.120

2.011.901

3.969.120

2.011.901

FY 04 1st Otr 
2nd Otr 
3rd Otf 
4th Otf

2.015.000 2.011.901 

2.299 964

4.820.901

2.299.964

FY 05 i»1 Otf 
2nd Otf 
3rd Otf 
4th Otf

3 300.000 2.299 964 

2.572.409

5.679,964

2.572.469



CORPUS ALLOCATION

CORPUS
ALLOCATION

DE-ALLOCATED
CORPUS

TOTAL CORPUS 
ALLOCATION

EARNINGS 
ON CORPUS 
ALLOCATION

FY 96 1st Otr 
2nd Otr 
3rd Otr 
■41M Otr

FY 97 1st Otr 
2nd Otr 
3rd Otr 
4th Otr

4.430.000 4.430.000 60.913
60.913
60.913
60.913

FY 98 1st Otr 
2nd Otr 
3rd Otr 
4th Otr

4,430.000 8.860.000 121.825
121.825
121.825
121.825

FY 99 1st Otr 
2nd Otr 
3rd Otr 
4th Otr

4.430,000 135 ;oo 13.155.000 100.861 
180.861 
160.961 
190 861

FY 00 lit Otr 
2nd Otr 
3rd Otr 
4th Otr

4.430.000 278.333 17.308.667 237.967
237.967
237.967 
237 967

FY 01 tit Otr 
2nd Otr 
3rd Otr 
4th Otr

4 430.000 430.000 21.306 667 292.967
292.967
292.967
292.967

FY 02 tit Otr 
2nd Otr 
3rd Otr 
4th Otr

4.430.000 590.000 25.146 667 345.787
345.787
345.767
345.767

FY 03 tit a r 
2nd Otr 
3rd Otr 
4th Otr

4.430.000 760,000 28.816 667 396.229
396.229
396.229 
396 229

FY 04 tit Otr 
2nd Otr 
3rd Otr 
4th Otr

4.430 000 938 333 32.308 333 444 240 
444 240 
444 740 
444 240

FY 05 tit Otr 
2nd Qti 
3rd Otr 
4th Otr

4.430.000 1.128.687 35.611.667 469 660 
469 660 
469 660 
469 660



REPAYMENT OLD LOANS CASH FLOW

LOANS PRINCIPAL INTEREST TOTAL
FY 90 12.959.380
FY 91 3.027.028
FY 92 7.112.451 1,690.044 1,709,956 3.400.000
FY 93 4.895.129 172.163 265.598 437.761
FY 94 4.401.321 271.071 1.192.980 1.464.051
FY 95 13.562.000 916.337 514.763 1.431,100
FY 96 12 .000.000 653.907 702.811 1.356.518
FY 97 8C9.883 1.440.933 2,258.815
FY 98 1.378.719 1.390.975 2.789.695
FY 99 2.028.506 1.333.018 3.361.524
FYOO 2.318.292 1.275.061 3.593.353
FY 01 2.608.079 1.217.103 3.825.182
FY 02 2.897.865 1.159.146 4.057.012
FY 03 3.107.652 1.101.139 .*88.841
FY 04 3.477.439 1.043.232 •»,520,670
FY 05 3.767.225 985.274 4.752.499



PROJECTED LOAN DISBURSEMENTS TO EXISTING PROJECTS' LOANS

Community/Projoct Project * Balance
FY 96

1 st Olr 2nd Olr 3rd Otr 4th Otr
FY 97 

1st Otr 2nd Otr 3rd Olr 4th Otr Total

Anchowgc/Refl Landfill 127051 6,904.672 1,380,934 1,380,934 1,380,934 1.380,934 1,380,934 6,904,670
Anch/Glrdwood WWT 127061 2,500,000 500,000 500,000 500,000 500,000 500,000 2,500,000
BBB/Londor Crook 103011 1,125,492 225,098 225,098 225,098 225,098 225,098 1,125,490
CrniQAiVosltnvalor 265011 833,611 166,722 166,722 168,722 166,722 166,722 833,610
Junoau/BcH Filter Presa <145011 255,501 51,100 51,100 51,100 51.100 51,100 255,500
Jurx»au/Back Loop-1 445021 479,657 95,931 95,931 95.931 95,931 95,931 479,655
Junoau/Channel Dr Exl 445031 134,000 26,800 26.800 26,800 26,800 26,800 134,000
Junpau/GonI Hill 445041 41,000 8,200 0,200 8.200 8,200 8.200 41.000
Mome/lcy Viow-1 627011 291,598 58,320 58,320 58.320 58,320 58,320 291,600
Nomo/lcy Vkjw-2 627021 1,380,381 276,076 276,076 276,076 276,076 276,076 1,380,380

TOTALS 13,945,912 751,842 1.357.147 2.738,081 2,789,181 2,789,181 2,037,339 1,432,034 51/. 00 13,945,905

I



APR i ' 199fi
S  ( b  Z 0 1  P R O J E C T E D  B A L A N C E  O F  T H E  A L A S K A  C L E A N  W A T E R  F U N D

FY 96
1st Otr 2nd Olr 3rd Otr 4th Otr

FY 97
1st Otr 2nd Olr 3rd Otr 4th Olr

STARTING BALANCE 6,732,912 7,271,916 7,808,111 8,338,000 8,861,362 9,686,431 10,518,783 11,519,584

CASH FLOW
Ropayment Old Loans 339,130 339,130 339,130 339,130 564.704 564,704 564,704 564,704
Repayment Now Loans 157,188
Debt Service On SRF Bonds
Procoeds From SRF Bonds 13,290,000
New Loans Disbursements (3.000,000) (3,000,000) (3,000,000) (3,000,000) (12,575,000)
Old Loans-Disbursomcnts (751,842) (1,357,147) (2,738,081) (2,789,181) (2,789,181) (2,037,339) (1,432,034) (51,100)
State Match 625,432 726,336 956,530 965,056 1,203,437 339.624 238,720 8.510
Foderal Draws 3,126,410 3,630,811 4,781,543 4,824.125 6,015,744 1,697,715 1,193,314 42,582
State Match Legislative Approp. 1,469,240
Corpus Allocation (4.430.000)
De allocated Corpus
Capitalized Inlorost On SRF Bonds (715.000)
Total Available For Investment 13,324,989 13,137,657 12,717,314 12.282.146 13,296,885 13,782,330 14,533,149 15.368,245
Invo&tmont Inlorost 199,875 197,065 190.760 184,232 199,453 206,735 217,997 230,524
Earnings On Corpus Allocation 60,913 60,913 60,913 60,913

ENDING BALANCE 7.271,916 7,808,111 8,338,000 8,861,362 9,686,431 10,518,783 11,519,584 12,375,724

FEDERAL CAP GRANT BALANCE 42,458,538 38,827,727 34.046.185 29,222,060 23,206,317 21,508,602 20,315,288 20,272,706

STATE MATCH BALANCE 6,252,948 5,526,612 4.570.073 3,605,017 3,870,819 3,531,195 3,292,475 3,283,957



P R O J E C T E D  B A L A N C E  O F  T H E  A L A S K A  C L E A N  W A T E R  F U N D

FY 98
1st Otr 2nd Olr 3rd Qlr 4th Qlr

FY 99
1st Otr 2nd Qlr 3rd Olr 4lli Otr

STARTINQ BALANCE 12,375,724 13,583,723 14,650,296 15,681,002 16,779,034 17,763,752 19,091,181 20,186,549

CASH  FLOW
Repoymont Old Loans 692.424 692,424 692.424 692.424 840,381 840,381 840.301 840,381
Ropayment Now Loans 157.188 314.376 314,376 471,564
Debt Sorvico On SRF Bonds (365.475) (770,475) (719.813)
Procoods From SRF Bonds 13.290.000 13.290.000
Now Loans-Disbursements (12.575.000) (12,575,000)
OkJ Loans-Disbursomenls
Slate Match 730.481 730,481
Federal Draws 3.691,519 3,691,519
Stalo Match Legislative Approp.
Corpus Allocation (4.430.000) (4,430.000)
De allocated Corpus 135,000
Capitalized Inlorost On SRF Bonds (715.000) (715.000)
Total Available For Inveslrnont 15.770,811 16,821.622 17.837.096 18.918,901 10,970,311 20,411,120 21,490,308 22.833,925
Investment Interest 236,562 252.321 267.556 283,784 284,555 306,167 322.355 342,509
Earnings On Corpus Allocation 121,825 121.825 121.825 121.825 180.801 180,881 180,881 180,881

ENDING BALANCE 13,583,723 14,650,296 15,681.002 16,779,034 17,763,752 19,091,181 20,186,549 21.550,320

FEDERAL CAP GRANT BALANCE 16,581,187 16,581,187 16,581,187 16,581,187 12,889,668 12,889,668 12,889,668 12,889,668

STATE MATCH BALANCE 2,545,476 2,545,476 2.545.476 2,545,478 1,806,695 1,806,995 1,806,995 1,806,995



P R O J E C T E D  B A L A N C E  O F  T H E  A L A S K A  C L E A N  W A T E R  F U N D

FY 00
1st Qtr 2nd Olr 3rd Qtr 4th Qtr

FY 01
1st Qtr 2nd Qtr 3rd Qtr 4th Oil

STARTING BALANCE 21,550,320 22,786,618 24,294,225 25,377,264 26,923,731 28,414,531 30,109,306 31,192,516

CASH FLOW
Repaymonl Old Loans 890,338 890,338 898,338 898,338 956,296 956,296 956,296 956,296
Ropaymonl New Loans 1,031,564 621,752 1,749,752 764,752
Debt Sorvico On SRF Bonds (1,554,813) (1,062,326) (2,352,326) (1,392,326)
Proceeds From SRF Bonds 13,290,000 13,290,000
Now LoansDisbursem onts (12,575,000) (12,575,000)
Old Loans-Disbursemenls
Stalo Match 738.401 730,401
Fodoral Oraws 3,691,519 3,691,519
Stalo Match Legislative Approp.
Corpus Allocation (4,430.000) (4,430,000)
Do-allocated Corpus 270,333 430,000
Capitalized Intorest On SRF Bonds (715.000) (715,000)
Total Available For Invostmont 22,993,923 24,753,470 25,820,503 27.344.116 27.607.405 29,700,859 30,768.061 32.478.844
Investment Intorest 344,909 371,302 387,308 410,162 414.112 445,513 461,521 487,183
Earnings On Corpus Allocation 237,967 237,967 237,967 237,967 292.967 292,967 292,967 292,967

ENDING BALANCE 22,786,618 24,294,225 25,377,264 26,923,731 28,414,531 30,109,306 31,192,516 32,928,960

FEDERAL CAP GRANT BALANCE 9,198.149 9,198,149 9,198,149 9,198,149 5,506,630 5,506,630 5,506,630 5,506,630

STATE MATCH BALANCE 1,068,514 1,068,514 1,068,514 1,068,514 330,033 330,033 330,083 330,033



P R O J E C T E D  B A L A N C E  O F  T H E  A L A S K A  C L E A N  W A T E R  F U N D

FY 02
1st Otr 2 nd Olr 3rd Olr 4th Otr

FY 03
1st Otr 2nd Qtr 3rd Qtr 4lh Otr

STARTING BALANCE
CASH FLOW
Repaymont Old Loans 
Repayment New Loans 
Dobt Sorvico On SR F Bonds 
Proceeds From SR F Bonds 
New Loans-Disbursomenls 
Old Loans Disbursemonts 
State Match 
Fedoral Draws
State Match Logtslativo Approp. 
Corpus Allocation 
Do-allocatod Corpus 
Capitalized Interosl On SRF Bonds 
Total Available For Investment 
Investment Interosl 
Earnings On Corpus Allocation

ENDING BALANCE
FEDERAL CAP GRANT BALANCE
STATE MATCH BALANCE

32,928,960 34,283,595 36,173,082 37,270,031

1.014,253 1,014,253
2,482,564 

(3,162,326)
13.290,000

(12,575,000)

738,481
3,691,519

(4,430,000)
590,000

(715,000)
32,855,003 35.297.848

492,825 529,468
345,767 345.767

34,283,595 36,173,082
1,815,111 1,815,111
(408,448)

1,014,2e
900

(1,709,126)

36,378,586
545,679
345,767

37,270,031

1,815,111

1,014,253

38.284.28''
574.264
345.767

39,204,315
1,815,111

39,204,315 38,605,175 40,668,775 41,765,116

1,072,210 1,072,210
3,223,002 

(3,989,126)
13,290,000

(12.575.000)

738,481
3,691.519

(4.430.000)
760,000

(715,000)
36,895,513 39,677,385

553,433 595,161
396,229 396,229

38.605,175 40,668,775
(1,876,408)

(738.481)

1,072,210
1,028,440

(2,011,901)

40,757,524
611,363
395,229

1,072,210

42,837,326
642.560
396,229

41,765,116 43,876,115



P R O J E C T E D  B A L A N C E  O F  T H E  A L A S K A  C L E A N  W A T E R  F U N D

FY 04
1st Otr 2nd Olr 3rd Qlr 4lh Otr

FY 05
1st Otr 2nd Qlr 3rd Qlr 4lh Qtr

STARTING BALANCE 43,876,115
CASH FLOW
Repaymont Old Loans 1,130,168
Repayment New Loans 3,970,078
Debt Servico On SRF Bonds (4,826,901)
Proceeds From SR F Bonds 13,290,000
New Loans disbursements (12.575.000)
Old Loans-D.'bursemonts
State Match 738.481
Federal Draws 3,691,519
Slato Match Legislative Approp.
Corpus Allocation (4,430,000)
De allocated Corpus 938,333
Capitalized Intorest On SRF Bonds (715,000)
T olil Availabto For Investment 39,720.260
Investment Inlorost 595,804
Earnings On Corpus Allocation 444,240

ENDING BALANCE 41.698,637
FEDERAL CAP GRANT BALANCE (3,691,519)
STATE MATCH BALANCE (738,481)

43,876,115 41,698,637 43,915,476 44,997,088

1.130,160

42,828,804
642,432
444,240

1,130,168
1,148,753

(2,299,964)

43,894.432
658.416
444.240

1.130,168

46,127.256
691,909
444.240

43,915,476 44,997,088 47,263,404

47,263,404 45,329,909 47,705,465

1.188.1251,188,125 
4,726,003 

(5,679,964) 
13,290,000 

(12,575 000)

738,481
3,691,519

(4,430,000)
1,126,667
(715,000)

43,067,568
616.014
489.660

15,329,909
(2,691,519)

(738,481)

46,518,034
697,771
489,660

1,188,125
1,261,128

(2,572,489)

47,582,228
713,733
489.660

47,705,465 48,785,622

48,785,622

1,188,125

49,973,747
749,606
489.660

51,213,014



bond p ro c e e d s
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LEVERAGING THE CLEAN WATER FUND

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

Federal capitalization grants £ State appropriations 120% of federal grant amount) arc 
deposited into the ACWF

ADEC administers the ACWF. providing loans to tiind sanitation projects.

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

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

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

The ACWF baiancc will be pledged as collateral for revenue bonds. Costs of bond 
issuance arc moved from the ACWF to the 3ond Redemption Fund ■ 3RF

• The BRF will pass these hands to the State 3ond Committee SBC) who will then issue 
the bonds and sell them to investors.

Bond proceeds from investors will be deposited .nto the ACWF The proceeds will rur.d 
additional loans tor projects. The loan repayments will produce the bond principle and 
interest payments.

• The SBC and the Trustee will make bond principle and interest payments mom the 
ACWF and the BRF



S E N A T E  B I L L  2 0 7
H O U S E  B I L L  4 0 1

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 S E R V A T I O N  B I L 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-intcrcst 
loans to municipalities. The municipalities would use these funds to tinancc the construction ot 
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 bv federal grants 
and State appropriations. The demand tor 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 of 1998

One solution to this problem is to leverage the Alaska clean water fund, that is. to increase the 
amount of man w available to finance water pollution control projects by using the fund as 
collateral to secure State-issued revenue bonds. Programs similar to this proposal .ire 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 annual loan repayments would be used to pay back the bond investors. Nationwide, 
in the six years of operation of the clean water loan funds, there has never been a loan default. 
With iuch an excellent repayment history, the program risk is very small. \ sizable corpus ot 
money in the fund would prov ide extra security for the bonds and would also result in lower 
program costs which could be passed onto the municipalities. If this bill cc aid 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 of the 
legislation.

This type of bond âlcs 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 th* Department of Transportation The State bond :ommittcc has the 
expertise to properly conduct a bond sales issue. DEC has the expertise to properly run the clean 
water fund program. This legislation provides a simple, efficient method to assist the 
incorporated communities of the Slate by ensunng that low-cost loans foi essential projects w ill 
be available well into the future, while reducing the demand for gcncral-tundcd capital projects



LOAN SPECIFIC INFORMATION

C o m m u n ity P ro jo c l A groom on t Intorubl A m o rtiza tio n
S o rv o d P ro|oct N am o N um ber l o a n  A m ou n t O ato Halo P u ilo d

m ad o  d u rin g  FY 00
Arti.ltoiayu E <ylo Rlvor 1270 11 $ 7,755,360 10/31/30 4 6 5% 20  yooib
1 lomor S T P *109011 $4,750,600 U/5 6U •1 80% 20  you 'd
K achum uk City S T P •151011 $450,000 7/2: '69 •1 5 4 % 20  ycutb

m adu d u rin g FY 91
Anchorugu Cuut|)t>uil Crook 12702 $ 2,238,667 12/1 //DO 4 8 4% 20  yours
Not no S I P 6 270 11 $780,421 4/10,91 4 56 % 20  y o u is

m adu d u rin g FY 92
Anchor a go E aglo  Hivo. Inc 12 70 11 $3,000,000 0/6/01 •; 6 5 % 20  y e a rs
C ord ova bow or llo h a b 201011 $ 73 5 ,3 10 0/24/91 4 42% 20  yours
Anchor a go Camj4>ull Ctuuk II 12/031 $ 4 5 3 ,14 1 6/30/1)2 4 3 1 % 20  yean)
Nor no Icy Vtuw 627021 $2,000,000 6/30/92 4 3 1 % 20  ; ours
b ow ard lo w o ll 1*00)1 /60 0II $924,000 6/30/1) 2 •I 31 It 20  y e a is

m ado d u rin g FY 93
bow ard Dairy Mill 760021 $10,000 11/23/92 4 /5% 20  years
Junoau Hull PlUbb •1454)1 1 $ 255,601 10/9*92 4 04*» 16 yuatb
Junuau H ack 1 ooj) Sow ut •145021 $1 620.500 2/2/93 I 56*4 10 yuaia
AtK.hor.ujo PI W oron/ol 127041 $ 2,4 43 ,12 6 *9/6/93 4 24% 20  yuars
Junuau C hann ol Drivo •115031 $536,000 ci///93 4 2 1i yuatb

m adu d u rin g F Y  94
Sdtui 141 763 . i $2,000,000 0/17)93 4 04% 20 your
Junuau Goat HU 415041 $166  000 12/23 )3 4 0 5% lo  yau.b
DindiJ Hay 1 uudut ( lock 16 3 0 II $ 2 .2 )5 .3 2 1 3/1/94 4 111 26  years

m ad u  d u rin g FY 05
C larg W atiluwolot 2 6 5 0 11 $1,000 (MM) 0/14/94 4 4 5% 2(i yu> rs
AjK.lK>ra(jo iiu gm ool 1 al.dUl 12/0 51 $10.062.(MX) I. *2/94 4 74% >20 fat rs
Aim3m<IU<JU (H idw ood W aU ow alu l 127061 $2,500,000 4/24 • 4 17 % 20  yu* i a

m ado d u rin g FY 9b
fiomu 0*4x1 W u J u <>27031 $2,000,000 //I !kl)5 3 99% 20  y o ers
AiRltotarjo t:a«jk> H um  III) 12/0 71 $2,500,000 10/30 9 5 3 b o % 20 yc»*' s
AiH.iio4.igo MibtuDtUMHMIEl I'liifVi-lb 12/001 $ 3,015,000 1/12/96 3 74% 20  yoa b



Alaska Clean Water Fund 
Project List
July 6. 1995

Municipality Projoct Titlo_____________________________ Score_________Amount___________ Cumulative
Projects lo bu Funded from Existing EPA Capitalization Grant

Statewide Planning and Design $61*1,287 $614,287
Anchorugu Mumll Fluid Luachulu Colluclion Syslorn $4,875,000 $5,489,287
Yakulul Waslowaler Trealmunl Plant 85 $200,000 $5,689,287
Bristol Bay King Salmon, Piiase II 67 $1,769,413 $10,458,700
Klawock STP Upgrade and Ini *16 $1,500,000 $11,958,700

Alaska Clean Water Fund 
Project List
July 6, 1995

Municipality Projocl Titlo Scoro Amount Cumulative
Projocls Seeking Funding liorn FFY 9^/97 Capilaliialion Granl

DEC Admintslralivu Costs $578,240 $578,240
Juneau Goal 1 fill Suwur Phase II 73 $770,000 $1,348,240
Kodiak Wastewater Treatment Plant Projocl 70 $4,880,500 $6,228,740
(3nslol Bay Borough Borough 1 arullill Expansion 69 $285,000 $6,513,740
Homer East I runk-STP lo 1 aku Slrool 67 $626,000 $7,139,740
Bristol Bay Borough King Salmon Sewer Phase III 67 $1,576,265 $8,716,005
Anchorugo Middle Fish Creuk Trunk 65 $3,000,000 $11,716,005



Alaska Clean Water Fund 
Project Planning List

Ju ly  6, 1995

M u n ic i p a l i t y P r o j e c t  Titlo S c o r e A m o u n t C u m u l a t i v e

C ra ig W a s lo w a le r  P la n t  R e c o n s t ru c t io n 66 $ 4 ,0 0 0 ,0 0 0 $ 4 ,0 0 0 ,0 0 0
U n a la s k a Solid  W a s lu  Facility. P h a s e  1 6 6 $ 3 ,5 0 0 ,0 0 0 $ 7 ,5 0 0 ,0 0 0
A n c h o r a g e C -5 -7  T runk  R& R 65 $ 3 ,0 0 0 ,0 0 0 $ 1 0 ,5 0 0 ,0 0 0
N o m e  Jo in t  Utility W o o d e n  Ulilldor U p g r a d e 6 3 $ 2 ,0 0 0 ,0 0 0 $ 1 2 ,5 0 0 ,0 0 0
V a ld e z R o b u  River S u b d iv is io n  S o w e r  In lu rcop lor 54 $ 5 ,0 2 4 ,9 0 0 $ 1 7 ,5 2 4 ,9 0 0
P e t e r s b u r g S c o w  D ay  S e w e r  E x te n s io n ,  F ina l P h a s e 54 $ 2 ,0 6 4 ,0 0 0 $ 1 9 ,5 8 8 ,9 0 0
P e t e r s b u r g S lu d g e  D o -w a te r in g  Facility 53 $ 1 ,1 1 5 ,0 0 0 $ 2 0 ,7 0 3 ,9 0 0
F a i r b a n k s W a s lo w a le r  S lu d g e  D is p o s a l 47 $ 9 ,5 0 0 ,0 0 0 $ 3 0 ,2 0 3 ,9 0 0
N o i lh  C lopo A n ak luvuk  P a s s  S e w e r 47 $ 3 ,0 0 0 ,0 0 0 $ 3 3 ,2 0 3 ,9 0 0
N ot 111 S lo p e Po in t  H o p e  S e w e r  P ro je c t 4 7 $ 3 ,0 0 0 ,0 0 0 $ 3 6 ,2 0 3 ,9 0 0
N o i lh  S lo p e P o in t  Lay S o w e r  P ro je c t 47 $ 3 ,0 0 0 ,0 0 0 $ 3 9 ,2 0 3 ,9 0 0
N o r th  S lo p e W ainw righ t S o w e r  P ro te c t 4 7 $ 3 ,0 0 0 ,0 0 0 $ 4 2 ,2 0 3 ,9 0 0
F a i r b a n k s Fl. W a in w n g h l In lo rco p lo r  R eh ab il i la l io n 47 $ 6 0 0 ,0 0 0 $ 4 3 ,0 0 3 ,9 0 0
U n a la s k a W a s lo w a le r  S o c o n d a i y  T ro a ln ie n l 16 $ 9 ,0 0 0 ,0 0 0 $ 5 2 ,0 0 3 ,9 0 0
U n a la s k a P r im ary  W a s te w a te r  I r e a l m u n l  Facility 4 6 $ 7 ,5 0 0 ,0 0 0 $ 5 9 ,5 0 3 ,9 0 0
A n c h o r a g e Pi. W o r o n /o l  In c ln e ra lo r 42 $ 6 ,0 0 0 ,0 0 0 $ 6 5 ,5 0 3 ,9 0 0
D illingham N o i lh u a s lo in  T o w n s i lu  S u w u i 3 7 $ 8 9 8 , 9 / 6 $ 6 6 ,4 0 2 ,8 7 6
D ill ingham A ie a  5  P h a s e  1 & II 37 $ 1 ,3 9 0 ,5 0 5 $ 6 7 ,7 9 3 ,3 8 1
D ill ingham A re a  4 P h a s e  1 Ml 34 $ 2 .0 1 1 .2 8 0 $ 6 9 ,8 0 4 ,6 6 1
S a n d  P o in t l l a ih o r  S e w e r  E x te n s io n 34 $ 3 0 0 ,0 0 0 $ 7 0 ,1 0 4 ,6 6 1
F a i r b a n k s V an  H orn  & S o u th  C u s h m a n  S o w e r 3 3 $ 9 0 0 ,0 0 0 $ 7 1 ,0 0 4 ,6 6 1
N o rlh  P o lo H ighw ay  P a tk /O a d g o r  l lu r s l  S e w e r 2 9 $ 2 ,8 5 0 ,0 0 0 $ 7 3 ,8 5 4 ,6 6 1
F u u h a n k s In lo rna liona l I ru lu s ln a l  Avu S e w e r ,  Exl 2 9 $ 8 5 0 ,0 0 0 $ 7 4 ,7 0 4 ,6 6 1
F a i r b a n k s E M J u n e s  S e w e r  E x te n s io n ,  P h a s e  1 2 9 $ 2 ,6 0 0 ,0 0 0 $ 7 7 ,3 0 4 ,6 6 1
f a i r  b a n k s Industria l P a ik  S e w e r  F.x| 2 9 $ 8 5 0 ,0 0 0 $ 7 8 ,1 5 4 ,6 6 1



A p r i l  1, 1996

S E N A T E  B I L L  2 0 7
S E C T I O N A L  A N A L Y S I S

( R e f l e c t s  c h a n g e s  m a d e  b y  S e n a t e  J U D  C o m m i t t e e )

In.CrpducJLi.on

Senate B i l l  2 0 7  w i l l  authorize  the sta te  bond committee 
(committee), which co n sists  of the commissioners of the 
Departments of Adm in istration , Commerce and Economic Development, 
and Revenue, to issue and s e l l  s ta te  revenue bonds to fund public 
wastewater treatment systems, s o lid  wa3to management systems, 
nonpoint source water p o llu tio n  p ro je c ts , and estuary 
conservation management p ro je c ts . The b i l l  authorizes the 
Department of Environmental Conservation (DEC) to use the Alaska 
clean water fund (fund), a revo lving  loan fund, as se cu rity  for 
the payment of the p r in c ip a l and in te re s t  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 w ith requirements for 
p a r t ic ip a t io n  in a federal matching grant program under the Clean 
Water Act and. therefo re , do not present any problem under the 
dedicated funds p roh io ition  of the State  C o n stitu tio n .

By using the Alaska clean  water fund as se c u rity  for 
the bonds, the sta te  w i l l  be able *o leverage or increase the 
amount of money in t.* fund that i s  a v a ila b l co m u n ic ip a lit ie s  
and other q u a lif ie d  / i r i e s  for water p o llu t io n  control 
p ro je c ts .

SttCkAoxi_JL. Section 1 of the b i l l  recognizes that the proposed 
bond program i3 an appropriate use of tho p ub lic  c re d it , and that 
i t  w i l l  serve a public purpose by a llow ing  pub lic  water po llu tion  
co n tro l p ro je c ts  to be financed and constructed much sooner than 
would otherw ise be p o ss ib le . Thin statement of the p o lic ie s  and 
purposes underlying the b i l l  w i l l  a lso  r e f le c t  the le g is la tu re ’ s 
in ten t that the bonds to bo issued are revenue bonds.

I



S5£_tA© n_2 .

Th is section of the b i l l  w i l l  c rea te  a siew a r t ic le ,  
a r t ic le  3A. in T i t le  37, the pub lic finance t i t l e  of the Alaska 
S ta tu te s .

S . e . c 1 5 _jl5_£LQj_BQiro_AUTHQRZZATXQN - Authorizes the 
sta te  bond committee to issue and s e l l  revenue bonds to ra ise  
money to be deposited in  the Alaska clean water fund. This 
section  ch a racte rize s  the Alaska clean water fund as a public 
en te rp rise  of the sta te  and the proposed bonds as revenue bonds. 
Under tho Alaska C onstitu tio n , s ta te - issu e d  revenue bonds do not 
requ ire  voter approval. Th is section  au thorizes the committee to 
enter in to  agreements and perform those functions that are 
normally required to accomplish the task of issu ing  and se llin g  
bonds. The committee may not issue more than $15,000,000 in 
revenue bonds during a f is c a l  year, excluding refunding bonds.
The to ta l amount of revenue bonds outstanding at any one time may 
not exceed $150,000,000, including p r in c ip a l and in te re s t owed on 
the bonds.

S e S . ,  aONILJlEDî TXOlLZUND - A bond
redemption fund is  estab lished  Th is  is  a standard financing 
technique for making i t  eas ie r and more accountable to perform 
the many functions necessary in the bond issuance and sa les 
process. And a lso , to provide a cco u n ta b ility  for any future 
p r in c ip a l and in te re s t payments and any premium redemptions cn 
the bonds. The sta te  bond committee w i l l  be responsib le for 
adm inistering  the bond redemption fund, and may invest the 
proceeds of the bond redemption fund according to the 'prudent 
in ve sto r' standards estab lished  in AS 37 .10 .070 . providing the 
earnings on these investments are reta ined  in  the bond redemption 
fund.

a e c . ._ 3 X .J L 5 ^ 5 J .P -^  _ J 3 0N D L _ IE R M 5  - The sta te  bond committee 
may issu e , s e l l ,  or redeem the bonds so as to achieve the 
g reatest advantage for the S ta te . The committee can make 
decisions based upon tho market cond itio ns, and does not require 
approval of another agency to execute these d e c is io n s . The 
committee w i l l  decide the leve l of s e c u r ity  required from the 
Alaska clean  water fund and the portion of tho fund that w i l l  
provide th is  c o lla te ra l se c u r ity . The committee may appoint a 
tru stee  to perform a l l  necessary fun ctio n s. Tho committee must 
g ive d“/m rogard to the continued funding of p ro jects  under tho 
Alaska .oan water fund, including ap p licab le  state  and federal 
requirements. Any such decisions made by the committee ar.d 
oxprooood in  a bond reso lu tion  arc co n c lu s iv e ly  deemed to comply 
w ith  tho requirements of the le g is la t io n  p erta in in g  to tho bond 
program.



Sec . 3 7 . 1 5 .5 73 . BQND_RE5QLUIIQJH - The committee must 
adopt a bond reso lu tion  to issue bonds. The reso lu tio n  w i l l  
contain those terms and conditions necessary to id e n t ify  and 
define the bonds and the bond sa les process.

Sac. 3 7 .1 5 .5 7 5. STATE AID INTERCEPT - Th is section
defines the procedure for allowing the State  to in te rcep t or 
garnish other leg itim ate  sources of State a id  should a community 
d e fau lt on a loan from th is  fund. Th is paragraph is  included in 
the le g is la t io n  to enhance investor confidence in  the program, 
improve the bond ra tin g , and u lt im a te ly , lower program co sts .

SfXL, 37_J.5-.58Q,. EI*EC0£_QfL_I!HE_5J!ATB - Th is  p rovision
recognizes that the sta te  may not a lte r  the terms and conditions 
of a bond reso lu tio n  by subsequent executive or le g is la t iv e  
actio n .

Sq c , 37 .1 5 . i 8 i - .__ENimCZMEJ^.aX_flQWPQMNER - To resolve
any disagreements between the bondowners and the committee, 10 
percent or more of the bondowners of any s e r ie s  or issue can 
bring s u it  in  sta te  superior court in Juneau. The ten percent 
threshold was se lected  to discourage fr ivo lo u s  l i t ig a t io n .

Sec,___ 22_.15 .5 8 5 .__AMQIZtniS_ILEQUABEB_JELQR_I! AXMENTS - Each
year the committee w i l l  inform the commissioners of the 
departments of Environmental Conservation and Revenue of the 
amounts needed to pay for the bonds. The no tice  w i l l  be given at 
th is  time so that the departments w i l l  be able to incorporate 
these numbers into  th e ir  f in a n c ia l planning fo r the cu rrent and 
next f i s c a l  year3 .

Sqc. _21.15.. 587. PURPQSES_Am?_SUFr_ICIEh’CY _QF_.REVENUE
Bond proceeds w i l l  be used to bu ild  p ro jects  that are e lig ib le  
under the clean  wacer fund program. The committee w i l l  not issue 
bonds un less there i3  enough se cu rity  a v a ila b le  in the fund to 
make i t  prudent to issue the binds.

S«CL.__32-.JL5.530_,___fULFUNDING - I f  i t  is  in the best
in te re s ts  of the S ta te , the committee may refund a l l  or 3ome of
the bonds. The committee w i l l  fo llow  the defined procedures to 
conduct the refunding process. The ccmi it t e e  may appoint a 
tru stee  to conduct th is  process. The tru stee  may invest; funds in 
short-term  federa l instruments u n t i l  the refunding proceeds are 
needed.

Sac.__ 27_.ASx5.95_,___B0NDS_AS_LEGAL _ INVESTMENTS ~ The
bonds are le g a l investments and can be traded and sold Ixjtween
in s t itu t io n s  and persons. The State may accept thorn as se cu rity  
for tho S ta te  and Municipal debts.

3



.JLfijJLfifia— JBfiQfiliAlIQHfl - The committee can adopt 
regu lations to implement th is  program.

flQC.._37 .15 . 6Q5. -PjailaltJLona - Th is sectio n  contains the 
d e fin it io n s  ap p licab le  to the bond program.

S e c t ion 3 - 1 2 . Sections 3 - 12 of the b i l l  amend AS 46.03 .032, 
the sta tu te  that estab lish es the Alaska clean water fund.

Soction_3_i A3_Afi..-Q3 ..Q3 - The Alaska clean water fund sta tu te
is  amended to a llow  the fund to rece ive  money from the sa le  of 
bonds and th is  money may be placed in  a sp e c ia l account of the 
fund.

S e c t i o n 4 . AS 4 6 . 0 3 . 0 3 2 (b )  - The DEC w i l l  adm in ister the fund 
consistent w ith the sta te  and federal requirements ap p licab le  to 
the fund and w ith the requirements of the bond le g is la t io n .

Sectlou_5.. AS_A6j .Q-3j -CL32.Lc1  - This section makes a te ch n ica l
co rrectio n  in  the c ita t io n  of the Clean Water Act, to fo llow  the 
proper c ita t io n  form and to re fe r to the Clean Water Act as 
amended.

Soc.tJLo.n_5-. AS_AfjLfi3.J3J2.Ld) - Th is  section reorganizes the
e x is t in g  sta tu te  into  a more understandable form. I t  a lso  
authorizes use of tho fund to secure sta te -issu ed  bonds, and 
authorized use of the fund to pay the p r in c ip a l and in te re s t  on 
the bonds and the costs of issu ing and adm inistering  the bonds. 
The proceeds of the bond sa le  must be deposited in to  the fund.

Soction_7., AS_A6j.0.3.«J)JJ2AfJ. - Th is section a lso  reorganizes the
e x is t in g  s ta tu te  in to  a more lo g ica l format and a llow s DEC to 
spend the money from the fund to ca rry  out the bond program.

Sectio n  (L AS_Af_*QJJ Q32Jjal - T he e x is t in g  s ta tu te  i s  amended to
allow  other q u a lif ie d  e n t it ie s  to receive loans from the fund. 
C u rren tly , only m u n ic ip a lit ie s  may do th i3 . A llow ing DEC to make 
loans to other q u a lif ie d  e n t it ie s  w i l l  provide a too l to enable 
these o rgan izations to cooperative ly address environmental 
problems. A lso , the section is  amended to make i t  c le a r  that tho 
p o ten tia l borrowers w i l l  demonstrate th e ir c red it-w o rth in e ss 
p r io r to loan commitment.
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Section 9. AS 46 .03 .032(1) - Th is section  amends the e x is t in g  
sta tu te  to accommodate the references to the bond issuance 
program. Some tech n ica l changes are a lso  made to reference AS 
46.06.021, the s o lid  waste sta tu te  that e stab lish e s  p ro ject 
p r io r i t ie s ,  ra the r than repeat them ir. f u l l  in  the Alaska clean 
water fund s ta tu te .

Section 10. AS 46 .03 .032 (k ) - In addition to the reports the 
department a lready prepares fo r the program, DEC w i l l  prepare 
reports necessary for the committee.

S  AS_JL$_l0 3^.0321© 1 - The d e fin it io n s  section  includes
one tech n ica l change in  the terminology used to re fe r  to so lid  
waste management p ro jects  and adds a new d e fin it io n  for the term 
’•other q u a lif ie d  e n t it y ."

Ses.tA.QD-12_,_______ 1S-.-0.3...Q32 (p). - Th is new subsection provides that
any in co n sisten c ie s between any regulations adopted by the sta te  
bond committee under T i t le  37 and those adopted by DEC under 
T i t le  46 invo lv ing  the Alaska clean water fund program w i l l  be 
resolved in  favor of the T i t le  37 regu la tio ns .

S.octAon_13. C la r i f ie s  that the portion of th is  le g is la t io n  that 
i s  e n tit le d  ENFORCEMENT BY BONDOWNER would a f fe c t  a change in 
C iv i l  Procedure 3 and require a l l  actions to be f i le d  in  Superior 
Court in Juneau.

Soc_tlon_JL4. Recognizes that in order for a l l  actions to be f i le d  
in  Superior Court in  Juneau, the second part of the paragraph 
that is  e n t it le d  ENFORCEMENT 3Y BONDOWNER must rece ive  a two- 
th ird s  m ajo rity  vote of each house; otherwise that portion w i l l  
not take e f fe c t .

5



P r e s t o n  g a t e s  at E t. t. i s

January 18, 1996

Ms Michele Brown 
Acting Commissioner
Department o f  Environmental Conservation 
State o f  Alaska

The S tate Bond Com m ittee  
do  M r F o n c s t  Browne. Debt M anager 
Treasury Division. Department o f  Revenue 
State o f  Alaska

Re Leveraging the Clean Water Act Revolving Fund Loan Program 

Dear Ms Brown and Members of the Committee

W e have been requested to  evaluate the Alaska Clean W a te r  Fund ("A C W F") revolving 
fund loan program for the purpose  o f  making recommendations as to ho w  the program  can be 
structured to  accom m odate  and provide for the sale o f  bonds ("Bonds"), the proceeds o f  which 
would be reinvested in the program  In so doing, we have been asked to consider the legal issues 
such a program  may raise and to analyze the dilTcrcnt op tions available for achieving such a 
program  W e have also been requested to confirm that any format we p ropose  complies with 
federal law requirements for the issuance o f  bonds the interest on which may be excluded from 
federal income t3 \  C oncern  has also been expressed that it com ply with federal law relating to 
the federal Clean W ater  Act

Finally, w e  w ere  asked to assist in drafting necessary' implementing legislation Such 
legislation has been prepared through the ciTorts o f  the Departm ent o f  Law. the Department o f  
Environmental Conservation, fhc statT o f  the State Bond Comm ittee, the financial advisor to  the 
State Bond Com m ittee and this firm This legislation has been introduced in the Legislature as 
Senate Bill No 207 and H ouse Bill N o 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 ar.d the 
Clean Water Act We hav c reviewed relevant court decisions and opinions of the attorney general 
of the state, information relating to the operation of the revolving loan program and have met and

\
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had discussions with statT mem bers o f  the State Bond Committee, the Department o f  
Environmental Conservation ("D E C ") and the Department o f  Law

We respond as follows:

S U M M A R Y  OF C O N C L U SIO N S

We believe that the Bonds may be issued by the State Bond Ccm m ittec  as provided in the 
Bill, without violation o f  Article IX. Section 8. o f  the State Constitution rcquinng an election 
approving the issuance o f  bonds We also believe that under the Bill the program can be 
structured to allow' leveraging o f  the AC W F by the issuance o f  Bonds, with the commitment o f  
funds necessary to such a structure  without violation o f  Article IX. Section 7, o f  the State 
Constitution restricting the dedication o f  revenues o f  the sta te  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 arc. o f  course, dependent on the final language o f  the legislation adopted, and 
the ultimate terms and provisions o f  the imancing plan as adopted  by the State Bond Committee

LE G A L  ANALYSIS

Regardless o f  the administrative structure chosen to implement a program o f  leveraging 
the ACW F by the issuance o f  bonds, there arc two fundamental legal issues which must be 
addressed They arc the questions o f  (1) w hether or not a vo te  o f  the people is required for the 
issuance o f  such bonds and (2) whether or  not the issuance o f  such bonds can be structured in 
such a way as to comply with the constituticnal prohibition against dedication or  earmarking o f  
revenues o f  the State

One important point should be m ade before discussing the legal issues In order for a 
bond counsel to  be able to give an opinion approving an issue o f  bonds, he or she must be jblc to 
say that no reasonable argument can be m ade against the validity o f  such bonds This is a stnct 
standard and is sometimes difficult to meet even if one thinks that a court would be like'y to 
uphold validity on a particular issue The following discussion is the result o f  ou r effort to 
evaluate each issue in the light o f  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 authorized by law for capital 
improvements and ratified by a majority o f  the qualified voters o f  the State 
who vote on the question “
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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 enterprise 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 arc removed with rcsper to 
the issuance of revenue bonds issued by "a public enterprise or public corporation of the State 
when the only secunty 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 car. also be issued directly by the State, as 
contemplated by the Bill, through the State Bond Committee which now admii stcrs the issuance 
of other State debt, if to do so constitutes "the issuance of revenue bonds by a public 
enterprise of the State . 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 eases 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 Citv of Orlando. 576 So 2d 1315. 1317 (Fla. 1991) Such 
arbitrage schemes arc. however, quite different from the program contemplated hcre-lhe loaning 
of money to municipalities for clean water rciaTcd 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 protit could be made We believe thut the leveraging of the revolving ftind program 
through the issuance of Bonds should be considered by the covins to be a public enterprise While 
there seems to have been little litigation on this point, the existence of other similar State 
revolving fund programs financed in part by the issuance of revenue bonds, as well as the 
existence of a number of general purpose bond bank; and indurtrial development authorities in 
AJaska and nationally, gives credence to the "publi: enterprise" characterization of such a 
program as being within the custom and practice national)- 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 Slate The 
minutes of the* convention record the following exchange

"HHLLENTHAL In Section 11 where the Committee deals with the 
non-jpplicabil»ty of the restrictions on debt, in the ease of revenue bonds issued by 
public corporations of the state, first, public enterprises of the state, second, and
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thirdly, any political subdivision. Docs 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 Hcllenthal"

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 178. 180 C C C D Ore 1898 Case law interpreting "enterprise." as it appears in federal 
statutes, docs so very broadly Sec Marshall v McAlcstcr Coro . 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 cntc.'pnsc of the State should successfully bring into play the exceptions of Article IX. 
Section 1 1 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 only federal grants, loar repayments and earnings thereon secure the Bonds, to 
create reserves that secure the Bonds only out of "revenues of the enterprise" and to make 
w hatev er other prov isions arc necessary to clarity the applicability of the revenue bond concept

Dedicated Funds

In order to structure, 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 ot the revenue stream and other money s which arc to secure and pay the Bonds The 
Bill docs 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 w hich 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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The following questions arc 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 money9 May 
reserve funds or accounts be created out of funds other than revenue of the revolving fund loan 
program and pledged lo secure and pay Bonds9

P.digations.RcqjuLcdJbTdgrniUw

In order to continue to qualify for participation ii 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) arc 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 arc also required to be 
paid into the SRF (33 U.S.C A Section 1382 (b) (I). (2)) Although there docs 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 wa'cr 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 docs 
33 U SC  A Section 1383 (c)

Thus it appears that federal legislation mandates that all of the major sources of money in 
the ACWF be 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 Whila federal 
law docs not mandate that moneys in the SRi; be used only for so securing bonds, as opposed to 
other authorized means of assisting ccmmu.-utics the discretion that Article IX. Section 7, 
intended to permanently vest in the Icgiv.aturc with respect to state revenues is almost totally 
eclipsed by these requirements of federal law which are "required for state p-Jticipation in' 
this federal program Also, the case of SlAJy. v_ AlCS. 946 P 2d 203. 209 (Alaska 1982) indicates 
that once moneys arc in a given fund. Art IX. Section 7. docs not preclude their dedication to 
secure revenue bonds to which they iclate Thu... we believe that, as authorized by the Bill, the 
dedication of revenue sources in the Alaska Clean Water Act to the ACWF and the proposed 
dedication if morcv in the ACWF (other than state matching money or. possibly, the portion of 
loan repayments representing the loan of state matching moncv) to pay and secure bonds meet the 
requirements of Article IX. Section 7
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Under the Bill, a program may be structured in which tax-exempt bonds arc 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 
ctTcct at the time the State bonds arc issued.

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

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 arc 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 'md 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 ssuing 
more bonds than arc 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 arc 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 arc held by the 
State and before they are used to acquire the local governmental unit obligations, the IRS 
regulations allow for a six-month investment penod for State bond proceeds This six-month 
temporary penod is subtracted from the threc-vcar period available to the local governmental 
uruts In addition, there is a three-month temporary investment penod for repayments that arc 
expected to be recy cled 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 of the three-year temporary investment 
penod. 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 anJ 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 re s to n  G a te s  &  E llis

Forrest W Walls

FWW wp
cc Ms Mane Sansonc 

Mr Butch White 
Mr Chester Johnson 
Mr Mike Bums 
Mr Lee Sharp 
Mr Bill Mantle 
Ms Cynthia Weed

90C
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71 Broadway, Suit* 1301 
New York, New York, 10000 

(212) 009-3700 
F A X  (212) 009-6317

G o v e r n m e n t  F i n a n c e  A s s o c i a t e s ,  I n c

January 19, 1996

TO: MIKE BURNS
BUTCH WHITE 
MARIE SANSONE 
FORREST 3ROWNE

FROM. GOVERNMENT FINANCE ASSOCIATES, INC.

SUBJECT ELIMINATION CF STATE INTERCEPT. EFFECT ON
ALASKA'S PROPOSED SRF FINANCING PROGRAM

We have been asked to evaluate ihe impact or* removing the state intercept mem ±e 
proposed SRF leveraging and bonding strucrure. In this ccnr.cchcn. it is necessary to 
renew -he -nfccns on both the underlying credit features and the projected hnanctng costa 
for the ore gram. In order :o appropr.ateiy respond to this subject, background ntatertai 
ihcuid be presented, is follows.

DESIRED RATING; Generally speaking, as a result pnmaruy of (i) the large casn 
infusions from the Federal and state governments, (ii) provisions of the '.ccai loan 
repayment arrangements, and (Hi) the state creation and oversight. SRF's have been higrdy 
rated. For rtamole. is indicated in the attachment, of the 25 active leveraged state SRFs. 
axtcer. are rated icucie-A or berter, wu.ncut takmg into account bend insurance The 
ather nine are rated single-A, or they arc assigned insured ratmgs. 3ecausc of the high 
crccit standing cf these strucrures, orjy i  few have chosen to be insured, since any ratmg 
.o the dcufcie-A or higher categories maxes bcr.d insurance unnecessary Lo most cases, 
insured bonds trade no better than a wcax dcubic-A Acdittcnaily. dcuble-A ratings, on 
in cru.osured basts, gtve a borrower substantially greater tJccbtiir/, as a resui: of the lower 
cost of cacitai that the ratmg ldords and the reduced number of restrcnons that appiv to 
uninsured debt. Taxing these factors mio conaiderancn, ccmcir.ed with the inherent 
strengths or* the Alaska SRF. we recommend that the State estaoiish a goal of achieving no 
less than an uninsured ratmg of dcuok-A

USE OF STATE INTERCEPT .As shewn in the inacnmnt, or the sixteen acttvc 
revenged SRFs rated Jcuble-A or better, half of them use the state intercept of local aid 
to provide underlying security The state intercept mechanism has been empioyed for 
numerous purposes over the years Lo the 1970's, tor example, nates that created bond 
banka to .-educe the cost of capttaJ for '.ocaiines arten applied the state intercept to hetp 
secure the bonds that were sold by the ressecuve state bond banks. .As a policy miner, 
the rating agcnc.es have concerns ibcut the pooling of local credits, with disparate crccit
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standing, in the absence of some generic, extra credit support. State intercepts have often 
been used to lddress 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, ir icular, gives little wdght
to the concept after "moral obligation" agencies in New Yc <ute had very serious credit
problems in the 1970’s, including a default on certain notes b» one "moral obligation” 
agency The state intercept :3 a well-established and favorably accepted credit device.

DIFFERENCE IN COST OF CAPITAL BET-VZEN "A" ANT) DOUBLE "A” SRFS;
In our optnion. if the State dees not make special arrangemems. as discussed funner 
below. :o compensate for the loss of the state intercept, i: is highly iikciy that a raung of 
singie-A will be given :o the State's SRF. as opposed to the mere desirable Jcubie-A, If 
;his development ocean, then the Alaska SRF wiil rcerer.ce i  more :ostiv interest 
expense on the bonds ;t veils in the credit markets. We estimate that the current difference 
ir. interest costs between a singie-A and dcubie-A credit. over twenty years, on S * 0 
miilicn is equal to 5371,UCO :n gross doilan. Compcur.cing this diftcrence over several 
yean of SRF issuances, for SI CO million, it would amount to S3.3 .miilion over twenty 
yean.

It shouid be noted that we are earnestly expenencmg !ow- nteresx rates. In a higrer 
•merest me environment, this diiferer.ee between hr.gc-A and doucle-A credits could be 
(and has been; as great as 5C basis points. In that arcanen, 'he dinermce m capital costs 
between a single A ind dcuo’e A couid aggregate is much as 57 0 miilicn over twenty 
yean. One couid argue that the ciff-rence could be -educed through bond insurance, 
which .s correct, but it is r e le v a n t  to cmpnasize the fcilcwmg n tnis respect. Fine, bcr.d 
insurance is rather expensive, often as mucn as one-iuif of one percent of total dec: 
service. Second, bond insurers irequently require programmatic resTr.ctions that even the 
rating ager.ccs do not mandate.

ALTERNATIVES TO STATE INTERCEPT As discussed acovc and as mere inly 
exhibited in the er.dcsurcs. here are epeens for Aaska m achieving a dcubie-A razing for 
he leveraged SRF over and above he use of the state intercept. The aitcmacves ter.c to 
fail ntu three categcnes. rust, as demonstrated by he Arkansas. Colorado, and 
Minnesota prognms, a jucptememal resenc couid cc treated that further secures he caan 
daw through excess revenues and unreicased fund baiar.ee. Second, cvcrcoilatcraiizaoor. 
of hranced ioans could uso be accomplished through ewer ran os cf SRF lent to he 
pro pirn's fund balance and other unreserved monies, Missouri. Pennsylvania ma Teas 
have foilowcd this course Turd, ether programs, such as Ancona md Nev ada, have 
apoiiec high general cbiigazon bcr.d raungs to secure he SRF dec:; Anzcoa apparently 
•ssucs aninsurcd icct only for high rated ’ocaimcs. suco as Phccnzc. and Nevada SRF dec: 
is turner secured by the State's general ociigaccn piccgc 3ased cn our undemanding cf 
the desire for flexibility in the Alaska program, we do net think that he hard cpucn is 
rcaJisr.e for the Aaska con text.
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CONCLUSION The sure 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 
dcublc-A rating, on an uninsured basis, for its leveraged SRF program, it will be 
necessary for operational adjustments to be made by the Slate. These adjustments could 
include, but would not necessarily be limited to. the cstaoiishmcnt of supplemental reserve 
3inds and ugmheant overcollateralization of assets ilower debt to equity ratios). In etfect, 
the .Alaska program would be requu-ed to limit its flexibility in certain respects The State 
•vdl nccc :o balance these additional restrictions and effect on the SRr's ttiture 
programmatic flexibility against any percetved disanvanugcs of the use of a itate 
intercept.

.As l hnai comment, wc -vcuid ike to emcnasuc tnat :n the icsence of uicstanoai 'casens 
:o the comrar/, ’he use cf the state intercept. is a result of its nrcquent isc for ctr.cr sutes 
•hat have recaved i lcuole-A rating, anil facJJtaie discussions with ratmg igcnces and 
•anil re met wnh in historcady ravcrablc acceptance by *hc rrcci: marxets. These factors 
mould result ,n i lower ;ost of capital for the Viaska SRF Wc suggest that f  v.asxj 
desires :o eiimmaie he na:c inter cent, we should nnt discuss its mmmancn with the 
•aur.g agencies *o Ir.ermine the rcoiacement xcorrty fearerc that the lgcr.ces would 
possiciv -ccuite n rrcer fcr Alaska to achieve a dcumc-A ranng. C f dcurcc. if .Alaska s 
utithed with the ingie-A ranng. then ;t tccomcs a matter of the acdittcnai vest a: lacitm 
tha: wemd be ncurrec through the dimicaiion of ±c rtatc mercept



STATE REVOLVING FUNDS

RATINGS State
Issuer Moody’S S A P Filcrt Intercept

AUowna .v««r Roegum Ccrtrz Ava- v*y NR NR NR NO

YV«ts*w?t*r VUros**T-*N locrty  c/ A| AA- NR I NO j

4r»ar«f Itwieeffyr: “nore* AcSPorff NR AA NR No

l^crwo Wwr Oi k c :m  «rvj •■’x » y OnR-eo-wrt AA-wrfr Aj AA AA- NR l-o

iStttoofCjnnocBcui *■ AA- AA Y„

■Kiar.a <krd fl-or* NR A NR yrt

•3*g r<unc« a uncrcy NR A NR NO

■A-ui C«v*«ser-*',< *>jneo Aunorfr All AA- NR <«

• v w y  •vruo\icir« Aumrfr A NR <0
'J±r+ 'A4HC-CJ( 9or>3 i AT J NR A- NR No

UoriNnO '.Yotor Cwanffr r Aonn ti-jocn Ao AA AJU yrt

tVUar R̂ fcxcr Atiti»-*rt Truo* AH A4 A aaaa- a. AA-AA yrt

•Jk.-1.7tr. 'Aj-XCOK SonC AjTOTr
**

NR r«

l A m u  >jow f ocOBoo Ajr>vPr AO AAA NR •lo

lAit̂ ok̂  lljt* L-.vtn-wmt -cr?.«-w« AfyJ 3*«w't»» AunerTr aavaa NR NR no

•>■-«• .r u *  iftUtmnttU * ■.« At AA NR 'M

su tfM im n AA AA NR •to

M«w 'em V.r-« r«ciiein Csoo'ssao U»Aa AAA. A. A. AAA.AA y#«

•mtt' Cowia ’Aj->cja» Sens S*-,* At NR NR NO

C*R .Vttar ; r.*Meicri*r« Ajnarffr A A NR NO

FemfiWM .i^»»eucr^» r-.wte-.-rf Â rwrfr NR AA NR •to

•^*9* «u*>5 Cr#»n ••< tear r fATK* a jancr HR NR NR NO

StMT Zmmi djnwvmcr Ownc* A NR NR NO

iT«*« A tear } M H ( m  tar; AA AAA NR •to

Uou tf A' aui-ta* Aa AA AA* YO*
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I Alabama No uninsured ratings.

f.Aruona Uninsured ratings are only fcr PbaefliX whose double-A general 
obiigaucn raangs tlow to the racngs ct: Arizona's SRF bonds.

Arkansas

1

1

Dcuolc-A Standard me Poor’s rating: without state intercept. State s 
required to use supplemental reserve fund, which s utuized if -arninqs: 
fail bciow required coverage.

Colorado

i

Dcuoie-A mom ccth Mood’ s Investors Service ir.d Standard Sc Peer's; 
without itatc r.tarcept. State is required :c use supplemental reserve; 
fund, vhicn ts utdized f carungs rail beiow required coverage

Iowa Rated only ung:e*A ay Star, car a Sc Poor’s.

Kennicky

•

Rated imy smgie-A oy io:n Moody’s Investors Scr tee ir.d Stancardl 
Je Poor’s.

Maine Rated oniy *A-" ;v Standard Sc Poor’j. enjovs .rate mem obiigaaon.

Minnesota Sirrular to both Arkansas ir.c Coicrauc, Minnesota tas u iuppiementai 1 
reserve. out the dec: :s aiso iccured ay mcrai aciigaucr. pledge

1 Missouri Rcscr.e fane icuals "C*/« i f  outstanding Icxns. is tcocsec to lower: 
ccnvenscnii reserve fend levels fcr most aider pro grants.

Nevadai 3acxed by State ; ger.em ccJgason pledge

North Dakota Rated -AI** ay Nlcocy s Investors Semes.

Ohio Raxed on.y single- > tv both Mcccy i Investors Semcc xr.d Standard: 
<fc Poor's.

Pen nrylvama Coucle-^ Stancari Sc Poor's rating. ovcrcoilateraiizancn with over 
one-calf of the program funds ccrrur.g mom the State orPesnsy virua.

f•
Rhode Island No uninsured. unngs

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

Tcia SuOstaiu’Al a erccuatcrtLraucn. expectation that icc: tcr.'.cs coverage
on peel wu! rtse to over H 0 ones dune; the life os' the boadi.
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TONY KNOWLES. GOVERNOR

OFMCE OF TlIF COMMISSIONER 
410 Willoughby Avenue 
Juneau, Alaska 99801-1795

Phone: 465-5066 
Fax: 465-5070

March 27. 1996

The Honorable Sieve Frank. Co-Chairm an 
T he  Honorable Kick Halford. Co-Chairm an 
Senate C om m ittee  on Finance 
Alaska State Legislature 
Juneau. A laska 99801

SUBJF.CT Request for hearing on C S  for Senate Bill No. 207 (JUD)

Dear Senators Frank and Halford:

Tb<* G o v e rn o r 's  Office and the Department o f  Environmental Conservation request that 
public hearings he scheduled for C S  for Senate Bill 207 (JUD). This bill is important for 
Alaskans lor m any  reasons. It affords a wav lor our communities to obtain low-cost loans for 
their water pollution projects far into the future. This proposal will accomplish this goal while 
reducing general funds and in fact, at some point in the future, could eliminate the need for 
legislative appropriations for wastewater projects Alaskan com m unities arc simultaneously 
laced with many federal regulatory burdens and diminishing financial resources. It is important 
that we provide them w ith financial tools to deal with the many problem s that they encounter 
This bill would provide one o f  these financial tools

W c have attached a short analysis of  the bill for your convenience in understanding the 
intent o f  the le g is la t io n  At this time, the Alaska Clean Water Fund nas the required collateral to 
supp 1 tl*c proposed rcsenuc  bond leveraging plan If legislation is enacted this session, 
adequate collateral would rem ain to ensure a bond issue large enough to meet anticipated 
dem and  Delay in enacting this legislation will reduce live p ro g ram 's  effectiveness in meeting 
our water pollution capital project n e e d s  For this reason, wc ask that the hearings be scheduled 
as soon as possible If you wish to discuss this legislation, please call Keith Kelton at 4 6 5 -5155.
I hank you for your consideration

Sincerely.

Com m issioner

MBVKK Ip » *• ■'»*«-*u ' ■■
Enclosure Bill Analysis



(Reflects changes made b y  Senate JUD Committee)

I n t r o d u c t i o n

S e n a t e  B i l l  2 0 7  w i l l  a u t h o r i z e  t h e  9 t a t e  b o n d  c o m m i t t e e  
( c o m m i t t e e ) ,  w h i c h  c o n s i s t s  o f  t h e  c o m m i s s i o n e r s  o f  t h e  
D e p a r t m e n t s  o f  a d m i n i s t r a t i o n .  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t ,  
a n d  R e v e n u e ,  t o  i s s u e  a n d  s e l l  s t a t e  r e v e n u e  b o n d s  t o  f u n d  p u b l i c  
w a s t e w a t e r  t r e a c m e n t  s y s t e m s ,  s o l i d  w a s t e  m a n a g e m e n t  s y s t e m s ,  
n o n p o i n t  s o u r c e  w a t e r  p o l l u t i o n  p r o j e c t s ,  a n d  e s t u a r y  
c o n s e r v a t i o n  m a n a g e m e n t  p r o j e c t s .  T h e  b i l l  a u t h o r i z e s  t h e  
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 s e r v a t i o n  ( D E C )  t o  u s e  t h e  A l a s k a  
c l e a n  w a t e r  f u n d  ( f u n d ) ,  a  r e v o l v i n g  l o a n  f u n d ,  a s  s e c u r i t y  f o r  
t h e  p a y m e n t  o f  t h e  p r i n c i p a l  a n d  i n t e r e s t  o n  t h e  b o n d s ,  p r o v i d e d  
t h e  b o n d  p r o c e e d s  a r e  d e p o s i t e d  i n  t h e  f u n d .

T h e  A l a s k a  c l e a n  w a t e r  f u n d  a n d  t h e  p r o p o s e d  b o n d  
p r o g r a m  a r e  d e s i g n e d  t o  c o m p l y  w i t h  r e q u i r e m e n t s  f o r  
p a r t i c i p a t i o n  i n  a  f e d e r a l  m a t c h i n g  g r a n t  p r o g r a m  u n d e r  t h e  C l e a n  
W a t e r  A c t  a n d .  t h e r e f o r e ,  d o  n o t  p r e s e n t  a n y  p r o b l e m  u n d e r  t h e  
d e d i c a t e d  f u n d s  p r o h i b i t i o n  o f  t h e  S t a t e  C o n s t i t u t i o n .

B y  u s i n g  t h e  A l a s k a  c l e a n  w a t e r  f u n d  a s  s e c u r i t y  f o r  
t h e  b o n d s ,  t h e  s t a t e  w i l l  b e  a b l e  t o  l e v e r a g e  o r  i n c r e a s e  t h e  
a m o u n t  o f  m o n e y  i n  t h e  f u n d  t h a t  i s  a v a i l a b l e  t o  m u n i c i p a l i t i e s  
a n d  o t h e r  q u a l i f i e d  e n t i t i e s  f o r  w a t e r  p o l l u t i o n  c o n t r o l  
p r o j e c t s .

M a rc h  2 7 .  1 9 9 6

SEN A TE  B I L L  2 0 7
S E C T IO N A L  A N A L Y S IS

f l e c t i o n  l . S e c t i o n  1 o f  t h e  b i l l  r e c o g n i z e s  t h a t  t h e  p r o p o s e d  
b o n d  p r o g r a m  i s  a n  a p p r o p r i a t e  use o f  t h e  p u b l i c  c r e d i t ,  a n d  t h a t  
i t  w i l l  s e r v e  a  p u b l i c  p u r p o s e  b y  a l l o w i n g  p u b l i c  w a t e r  p o l l u t i o n  
c o n t r o l  p r o j e c t s  t o  b e  f i n a n c e d  a n d  c o n s t r u c t e d  m u c h  s o o n e r  t h a n  
w o u l d  o t h e r w i s e  b e  p o s s i b l e .  T h i s  s t a t e m e n t  o f  t h e  p o l i c i e s  a n d  
p u r p o s e s  u n d e r l y i n g  t h e  b i l l  w i l l  a l s o  r e f l e c t  t h e  l e g i s l a t u r e ' s  
i n t o 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 o  r e v e n u e  b o n d s .

I



f le c t io n . .2  .
T h i 3  s e c t i o n  o f  t h e  b i l l  w i l l  c r e a t e  a  n ew  a r t i c l e ,  

a r t i c l e  3A ,  i n  T i t l e  3 7 ,  t h e  p u b l i c  f i n a n c e  t i t l e  o f  t h e  A l a s k a  
S t a t u t e s .

f l e e .  3 7 . 1 5 . 5  6  0 .  BQMD A U T H O R IZ A T IO N -  A u t h o r i z e s  t h e  
s t a t e  b o n d  c o m m i t t e e  t o  i s s u e  a n d  s e l l  r e v e n u e  b o n d s  t o  r a i s e  
m o n e y  t o  b e  d e p o s i t e d  i n  t h e  A l a s k a  c l e a n  w a t e r  f u n d .  T h i s  
s e c t i o n  c h a r a c t e r i z e s  t h e  A l a s k a  c l e a n  w a t e r  f u n d  a s  a  p u b l i c  
e n t e r p r i s e  o f  t h e  s t a t e  a n d  t h e  p r o p o s e d  b o n d s  a s  r e v e n u e  b o n d s .  
U n d e r  t h e  A l a s k a  C o n s t i t u t i o n ,  s t a t e - i s s u e d  r e v e n u e  b o n d s  d o  n o t  
r e q u i r e  v o t e r  a p p r o v a l .  T h i s  s e c t i o n  a u t h o r i z e s  t h e  c o m m i t t e e  t o  
e n t e r  i n t o  a g r e e m e n t s  a n d  p e r f o r m  t h o s e  f u n c t i o n s  t h a t  a r e  
n o r m a l l y  r e q u i r e d  t o  a c c o m p l i s h  t h e  t a s k  o f  i s s u i n g  a n d  s e l l i n g  
b o n d s .  T h e  c o m m i t t e e  m a y  n o t  i s s u e  m o r e  t h a n  $ 7 5 , 0 0 0 , 0 0 0  i n  
r e v e n u e  b o n d s  d u r i n g  a  f i s c a l  y e a r ,  e x c l u d i n g  r e f u n d i n g  b o n d s .
T h e  t o t a l  a m o u n t  o f  r e v e n u e  b o n d s  o u t s t a n d i n g  a t  a n y  o n e  t i m e  m a y  
n o t  e x c e e d  $ 1 5 0 , 0 0 0 , 0 0 0 ,  i n c l u d i n g  p r i n c i p a l  a n d  i n t e r e s t  o w e d  o n  
t h e  b o n d s .

f l e e 4 ___ BOITO H I 1 7 1M FT I 0M  TT7HP -  A b o n d
r e d e m p t i o n  f u n d  i s  e s t a b l i s h e d .  T h i s  i s  a  s t a n d a r d  f i n a n c i n g  
t e c h n i q u e  f o r  m a k i n g  i t  e a s i e r  a n d  m o r e  a c c o u n t a b l e  t o  p e r f o r m  
t h e  m a n y  f u n c t i o n s  n e c e s s a r y  i n  t h e  b o n d  i s s u a n c e  a n d  s a l e s  
p r o c e s s .  A n d  a l s o ,  t o  p r o v i d e  a c c o u n t a b i l i t y  f o r  a n y  f u t u r e  
p r i n c i p a l  a n d  i n t e r e s t  p a y m e n t s  a n d  a n y  p r e m i u m  r e d e m p t i o n s  o n  
t h e  b o n d s .  T h e  s t a t e  b o n d  c o m m i t t e e  w i l l  b e  r e s p o n s i b l e  f o r  
a d m i n i s t e r i n g  t h e  b o n d  r e d e m p t i o n  f u n d ,  a n d  m a y  i n v e s t  t h e  
p r o c e e d s  o f  t h e  b o n d  r e d e m p t i o n  f u n d  a c c o r d i n g  t o  t h e  ‘ p r u d e n t  
i n v e s t o r *  s t a n d a r d s  e s t a b l i s h e d  i n  AS 3 7 . 1 0 . 0 7 0 ,  p r o v i d i n g  t h e  
e a r n i n g s  o n  t h e s e  i n v e s t m e n t s  a r e  r e t a i n e d  i n  t h e  b o n d  r e d e m p t i o n  
f u n d .

f l e e *  a z u g j f f l l l i  f t f l t t  r a m  -  T h e  s t a t e  b o n d  c o m m i t t e e
m a y  i s s u e ,  s e l l ,  o r  r e d e e m  t h e  b o n d s  s o  a s  t o  a c h i e v e  t h e  
g r e a t e s t  a d v a n t a g e  f o r  t h e  S t a t e .  T h e  c o m m i t t e e  c a n  m a k e  
d e c i s i o n s  b a s e d  u p o n  t h e  m a r k e t  c o n d i t i o n s ,  a n d  d o e s  n o t  r e q u i r e  
a p p r o v a l  o f  a n o t h e r  a g e n c y  t o  e x e c u t e  t h e s e  d e c i s i o n s .  T h e  
c o m m i t t e e  w i l l  d e c i d e  t h e  l e v e l  o f  s e c u r i t y  r e q u i r e d  f r o m  t h e  
A l a s k a  c l e a n  w a t o r  f u n d  a n d  t h o  p o r t i o n  o f  t h e  f u n d  t h a t  w i l l  
p r o v i d e  t h i s  c o l l a t e r a l  s e c u r i t y .  T h e  c o m m i t t e e  m a y  a p p o i n t  a  
t r u s t e e  t o  p e r f o r m  a l l  n e c e s s a r y  f u n c t i o n s .  T h e  c o m m i t t e e  m u s t  
g i v e  d u e  r e g a r d  t o  t h e  c o n t i n u e d  f u n d i n g  o f  p r o j e c t s  u n d o r  t h e  
A l a s k a  c l e a n  w a t e r  f u n d ,  i n c l u d i n g  a p p l i c a b l e  s t a t o  a n d  f e d e r a l  
r e q u i r e m e n t s .  A n y  s u c h  d e c i s i o n s  m a d e  b y  t h e  c o m m i t t e e  a n d  
e x p r e s s e d  i n  a  b o n d  r e s o l u t i o n  a r e  c o n c l u s i v e l y  d e e m e d  t o  c o m p l y  
w i t h  t h e  r e q u i r e m e n t s  o f  t h e  l e g i s l a t i o n  p e r t a i n i n g  t o  t h o  b o n d



p r o g r a m .

f l e e .  3 7 . 1 5 . 5 7 3 .  B Q M D . R l f l Q L P T IQ M  -  T h e  c o m m i t t e e  m u s t
a d o p t  a  b o n d  r e s o l u t i o n  t o  i s s u e  b o n d s .  T h e  r e s o l u t i o n  w i l l  
c o n t a i n  t h o s e  t e r m s  a n d  c o n d i t i o n s  n e c e s s a r y  t o  i d e n t i f y  a n d  
d e f i n e  t h e  b o n d s  a n d  t h e  b o n d  s a l e s  p r o c e s s .

S e c .  3 7 .  I S .  5 7 5 .  S TATE  A l l ?  H f T E f t G E P T  -  T h i s  s e c t i o n
d e f i n e s  t h e  p r o c e d u r e  f o r  a l l o w i n g  t h e  S t a t e  t o  i n t e r c e p t  o r  
g a r n i s h  o t h e r  l e g i t i m a t e  s o u r c e s  o f  S t a t e  a i d  s h o u l d  a  c o m m u n i t y  
d e f a u l t  o n  a  l o a n  f r o m  t h i s  f u n d .  T h i s  p a r a g r a p h  i s  i n c l u d e d  i n  
t h e  l e g i s l a t i o n  t o  e n h a n c e  i n v e s t o r  c o n f i d e n c e  i n  t h e  p r o g r a m ,  
i m p r o v e  t h e  b o n d  r a t i n g ,  a r i d  u l t i m a t e l y ,  l o w e r  p r o g r a m  c o s t s .

S a c . 3 7 . 1 5 . 5 8 Q . P L E M E  QF THE  S T A T E  -  T h i s  p r o v i s i o n
r e c o g n i z e s  t h a t  t h e  s t a t e  m a y  n o t  a l t e r  t h e  t e r m s  a n d  c o n d i t i o n s  
o f  a  b o n d  r e s o l u t i o n  b y  s u b s e q u e n t  e x e c u t i v e  o r  l e g i s l a t i v e  
a c t i o n .

S a c .  3 7 , 1 5 . 5 8 3 .  X N T O R C P f l P I T  B Y  B O M D O H M P  -  T o  r e s o l v e
a n y  d i s a g r e e m e n t s  b e t w e e n  t h e  b o n d o w n e r s  a n d  t h e  c o m m i t t e e ,  1 0  
p e r c e n t  o r  m o r e  o f  t h e  b o n d o w n e r s  o f  a n y  s e r i e s  o r  i s s u e  c a n  
b r i n g  3U i t  i n  s t a t e  s u p e r i o r  c o u r t  i n  J u n e a u .  T h e  t e n  p e r c e n t  
t h r e s h o l d  w a s  s e l e c t e d  t o  d i s c o u r a g e  f r i v o l o u s  l i t i g a t i o n .

S a c .  3 7 . H  m n m i r f l  s s n r r r n s n  r o s  p a y m m t s  -  E a c h
y e a r  t h e  c o m m i t t e e  w i l l  i n f o r m  t h e  c o m m i s s i o n e r s  o f  t h e  
d e p a r t m e n t s  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n  a n d  R e v e n u e  o f  t h e  
a m o u n t s  n e e d e d  t o  p a y  f o r  t h e  b o n d s .  T h e  n o t i c e  w i l l  b e  g i v e n  a t  
t h i s  t i m e  s o  t h a t  t h e  d e p a r t m e n t s  w i l l  b e  a b l e  t o  i n c o r p o r a t e  
t h e s e  n u m b e r s  i n t o  t h e i r  f i n a n c i a l  p l a n n i n g  f o r  t h e  c u r r e n t  a n d  
n e x t  f i s c a l  y e a r 3 .

S e c .  3 7 . 1 5 . 5 1 7 . ____P U E P Q I M  AMP g P T T I C I E H C X  Q I  M Y E M P E  -
B o n d  p r o c e e d s  w i l l  b e  u s e d  t o  b u i l d  p r o j e c t s  t h a t  a r e  e l i g i b l e  
u n d e r  t h e  c l e a n  w a t e r  f u n d  p r o g r a m .  T h e  c o m m i t t e e  w i l l  n o t  i s s u e  
b o n d s  u n l e s s  t h e r e  i s  e n o u g h  s e c u r i t y  a v a i l a b l e  i n  t h e  f u n d  t o  
m a k e  i t  p r u d e n t  t o  i r s u e  t h e  b o n d s .

S a c .  3 7 . 1 3 . 5 9 0 .  R E r t M D U M  -  I f  i t  i s  i n  t h e  b e s t
i n t e r e s t s  o f  t h e  S t a t e ,  t h e  c o m m i t t e e  m a y  r e f u n d  a l l  o r  s o m e  o f  
t h e  b o n d s .  T h e  c o m m i t t e e  w i l l  f o l l o w  t h e  d e f i n e d  p r o c e d u r e s  t o  
c o n d u c t  t h e  r e f u n d i n g  p r o c e s s .  T h e  c o m m i t t e e  m a y  a p p o i n t  a  
t r u s t e e  t o  c o n d u c t  t h i s  p r o c e s s .  T h e  t r u s t e e  m a y  i n v e s t  f u n d s  i n  
s h o r t - t e r m  f e d e r a l  i n s t r u m e n t s  u n t i l  t h e  r e f u n d i n g  p r o c e e d s  a r e  
n e e d e d .

3



b o n d s  a r e  l e g a l  i n v e s t m e n t s  a n d  c a n  b e  t r a d e d  a n d  s o l d  b e t w e e n  
i n s t i t u t i o n s  a n d  p e r s o n s .  T h e  S t a t e  m a y  a c c e p t  t h e m  a s  s e c u r i t y  
f o r  t h e  S t a t e  a n d  M u n i c i p a l  d e b t s .

 R l f l U I A T I Q M f l  -  T h e  c o m m i t t e e  c a n  a d o p t
r e g u l a t i o n s  t o  i m p l e m e n t  t h i s  p r o g r a m .

S e c .  3 7  . 1 5 . 6 Q 5 ._ D e f i n i t i o n s  -  T h i s  s e c t i o n  c o n t a i n s  t h e  
d e f i n i t i o n s  a p p l i c a b l e  t o  t h e  b o n d  p r o g r a m .

s e c t i o n  3 - 1 2 . S e c t i o n s  3 -  1 2  o f  t h e  b i l l  a m e n d  AS  4 6 . 0 3 . 0 3 2 ,  
t h e  s t a t u t e  t h a t  e s t a b l i s h e s  t h e  A l a s k a  c l e a n  w a t e r  f u n d .

S e c t i o n  3 .  AS 4 6 . 0 3 . 0 3 2 ( a )  -  T h e  A l a s k a  c l e a n  w a t e r  f u n d  s t a t u t e  
i s  a m e n d e d  t o  a l l o w  t h e  f u n d  t o  r e c e i v e  m o n e y  f r o m  t h e  s a l e  o f  
b o n d s  a n d  t h i s  m o n e y  m a y  b e  p l a c e d  i n  a  s p e c i a l  a c c o u n t  o f  t h e  
f u n d .

S e c t i o n  4 .  a s  4 6 . 0 3 . 0 3 2 ( b )  -  T h e  DEC w i l l  a d m i n i s t e r  t h e  f u n d  
c o n s i s t e n t  w i t h  t h e  s t a t e  a n d  f e d e r a l  r e q u i r e m e n t s  a p p l i c a b l e  t o  
t h e  f u n d  a n d  w i t h  t h e  r e q u i r e m e n t s  o f  t h e  b o n d  l e g i s l a t i o n .

s e c t i o n  s .  a s  4 6 . 0 3 . 0 3 2 ( c )  -  T h i s  s e c t i o n  m a k e s  a  t e c h n i c a l  
c o r r e c t i o n  i n  t h e  c i t a t i o n  o f  t h e  C l e a n  W a t e r  A c t .  t o  f o l l o w  t h e  
p r o p e r  c i t a t i o n  f o r m  a n d  t o  r e f e r  t o  t h e  C l e a n  W a t e r  A c t  a s  
a m e n d e d .

S e c t i o n  6 I A  4 6 . 0 3 . 0 3 2 ( d )  -  T h i s  s e c t i o n  r e o r g a n i z e s  t h e  
e x i s t i n g  s t a t u t e  i n t o  a  m o r e  u n d e r s t a n d a b l e  f o r m .  I t  a l s o  
a u t h o r i z e s  u s e  o f  t h e  f u n d  t o  s e c u r e  3 t a t e - i s s u e d  b o n d s ,  a n d  
a u t h o r i z e d  u s e  o f  t h e  f u n d  t o  p a y  t h e  p r i n c i p a l  a n d  i n t o r e s t  o n  
t h e  b o n d s  a n d  t h e  c o s t s  o f  i s s u i n g  a n d  a d m i n i s t e r i n g  t h e  b o n d s .  
T h e  p r o c e e d s  o f  t h e  b o n d  s a l e  m u s t  b e  d e p o s i t e d  i n t o  t h e  f u n d .

f l e c t i o n  7 .  Afl 4 6 . Q 3 . Q 3 1 ( f )  -  T h i s  s e c t i o n  a l s o  r e o r g a n i z e s  t h e  
e x i s t i n g  s t a t u t e  i n t o  a  m o r o  l o g i c a l  f o r m a t  a n d  a l l o w s  DEC  t o  
s p e n d  t h e  m o n e y  f r o m  t h e  f u n d  t o  c a r r y  o u t  t h e  b o n d  p r o g r a m .

f l e c t i o n  a .  Af l A 6 . Q 3 , Q 3 1 1 n l  -  T h e  e x i s t i n g  s t a t u t e  i s  a m e n d e d  t o  
a l l o w  o t h e r  q u a l i f i e d  e n t i t i e s  t o  r e c e i v e  l o a n s  f r o m  t h e  f u n d .  
C u r r e n t l y ,  o n l y  m u n i c i p a l i t i e s  m a y  d o  t h i s .  A l l o w i n g  DEC  t o  m k e
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l o a n s  c o  o c h e r  q u a l i f i e d  e n c i c i e s  w i l l  p r o v i d e  a  C o o l  Co  e n a b l e  
c h e s e  o r g a n i z a t i o n s  Co  c o o p e r a c i v e l y  a d d r e s s  e n v i r o n m e n t a l  
p r o b l e m s .  A l s o ,  C h e  s e c c i o n  i s  a m e n d e d  c o  m a k e  i c  c l e a r  c h a c  C h e  
p o c e n c i a l  b o r r o w e r s  w i l l  d e m o n s c r a c e  c h e i r  c r e d i c - w o r c h i n e s s  
p r i o r  c o  l o a n  c o m m i c m e n c .

a u c t i o n  9 .  A f l  A 6 . Q 3 . Q 3 2 M )  -  T h i s  s e c c i o n  a m e n d s  C h e  e x i s t i n g  
s c a c u c e  c o  a c c o m m o d a c e  C h e  r e f e r e n c e s  Co C he  b o n d  i s s u a n c e  
p r o g r a m .  S o m e  C e c h n i c a l  c h a n g e s  a r e  a l s o  m a d e  Co r e f e r e n c e  AS 
46.06.021, C h e  s o l i d  w a s c e  s c a c u c e  C h a t  e s t a b l i s h e s  p r o j e c t  
p r i o r i t i e s ,  r a t h e r  t h a n  r e p e a t  t h e m  i n  f u l l  i n  t h e  A l a s k a  c l e a n  
w a t e r  f u n d  s t a t u t e .

S e c t i o n  1 0 .  A S  4 6 . 0 3 . Q 3 2 ( k )  -  I n  a d d i t i o n  t o  t h e  r e p o r t s  t h e  
d e p a r t m e n t  a l r e a d y  p r e p a r e s  f o r  C h e  p r o g r a m ,  DEC w i l l  p r e p a r e  
r e p o r t s  n e c e s s a r y  f o r  t h e  c o m m i t t e e .

s e c t i o n  l i .  a s  4 6 . 0 . 1 . 0 3 2  ( o )  -  T h e  d e f i n i t i o n s  s e c t i o n  i n c l u d e s  
o n e  t e c h n i c a l  c h a n g e  i n  t h e  t e r m i n o l o g y  u s e d  c o  r e f e r  t o  s o l i d  
w a s t e  m a n a g e m e n t  p r o j e c t s  a n d  a d d s  a  n ew  d e f i n i t i o n  f o r  C h e  t e r m  
" o c h e r  q u a l i f i e d  e n t i t y . "

S e c t i o n  1 2 .  A S  A 6 . Q 3 . Q 3 2 ( p )  -  T r . i s  n e w  s u b s e c t i o n  p r o v i d e s  t h a C  
a n y  i n c o n s i s t e n c i e s  b e t w e e n  a n y  r e g u l a t i o n s  a d o p t e d  b y  t h e  s t a t e  
b o n d  c o m m i t t e e  u n d e r  T i t l e  37 a n d  t h o s e  a d o p t e d  b y  DEC u n d e r  
T i t l e  46 i n v o l v i n g  t h e  A l a s k a  c l e a n  w a t e r  f u n d  p r o g r a m  w i l l  b e  
r e s o l v e d  i n  f a v o r  o f  t h e  T i t l e  37 r e g u l a t i o n s .

s « c t l o n  1 3 . C l a r i f i e s  t h a t  t h e  p o r t i o n  o f  t h i 3  l e g i s l a t i o n  t h a t  
i s  e n t i t l e d  ENFORCEMENT BY  30NDOWNER w o u l d  a f f e c t  a  c h a n g e  i n  
C i v i l  P r o c e d u r e  3 a n d  r e q u i r e  a l l  a c t i o n s  t o  b e  f i l e d  i n  S u p e r i o r  
C o u r t  i n  J u n e a u .

S e c t i o n  1 4 . R e c o g n i z e s  t h a t  i n  o r d e r  f o r  a l l  a c t i o n s  t o  b e  f i l e d  
i n  S u p e r i o r  C o u r t  i n  J u n e a u ,  t h e  s e c o n d  p a r t  o f  t h e  p a r a g r a p h  
t h a t  i s  e n t i t l e d  ENFORCEMENT BY BONDOWNER m u s t  r e c e i v e  a  t w o -  
t h i r d s  m a j o r i t y  v o t e  o f  e a c h  h o u s e ;  o t h e r w i s e  t h a t  p o r t i o n  w i l l  
n o t  t a k e  e f f e c t .
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Hick Myslrvm. M ayor

O F F IC E , or TTTE MUNICIPAL MANAGER
April 9 ,19 9 6

Senator Rick Halford 
Alaska State Legislature 
State Capitol 
Juneau, AK 99801

Re: Senate Bill 207

Dear Senator Halford:

Plca.se add our support for the passage of SB 207, relating to the issuance 
and sale o f  revenue bonds to fund public water quality improvements 
through die Alaska Clean Water fund

The Alaska Clean W ater fund provides loans ior much needed financing for 
wastewater utility projects throughout the State. The Anchorage W ater and 
W astewater Utility currently relies almost exclusively on this loan fund to 
finance its comprehensive capital improvement program.

This hill will allow Alaska to leverage Federal funds enabling communities 
throughout die State to fund Important water quality projects widi little or 
no financial risk to the State.

Thank you for your positive consideration of this legislation.

Sincerely,

Tim Rogers'
leg is la tive  Program Coordinator
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S i v t k  o r  A i. a s k  a
o m e n  o r  th e  g o v e r n o r  

j u n f . a u

January 8, 19%

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, see. 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.
Iliis bill also authorizes the Department o f  Environmental Conservation to use the 
Alaska clean water fi :d, 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, litis  
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. The 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.



The Honorable Drue Pearce 
January 8. 1996 
Page 2

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

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

Sincerely,
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The .Judiciary Committee considered SENATE BILL NO. 2 0 7  

Relating to revenue bonds fo r water and wastewater projects.
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The S ta te Affairs Committee cons ide red  SENATE BILL NO. 2 0 7  

Relating to revenue bonds for water and  wastewater projects.

f
_S

)

and recommends: Senate  H ill:
same title

I | Ik* rep laced  w ith    C S _____________________________  <________  » j j new title
' House H ill

I / |  adopt p rev ious _ . CS £>&  c^ 0 7  . ) I I same title
j j technical change

| | attached .imcndmcnt(s) j | new: SCK*______
I | adopt Letter o l Intent b y _________________________ Committee
I | lun lier referral to th e _____________________________Cominitlce
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Dato  o f  5 -D ay  N ot lco :
(in acco rdance with Uniform Ru le  2 3 )

DATE TURNED  0 / ^ 7/  n /  
INTO OFFICE: /  I f f

The Community & Regiona l Affairs Committee considered SENATE BILL NO. 2 0 7

‘ An-Actra tattng ie revenue bonds for water and wastewater projects."

and recommends:
| | be rep laced wilh 
| | adopt p rev ious _ CS

| | attached amcndmcni(s)
| | adopt Ivcttcr o f Intent by . 
I | further referral to th e___

CS S B

Committee
Committee
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. ) l

Senate R ill 
same title 
new title 
H ouse R ill.

| same title 
technical title 
new SCR*____
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Department Date Focal

PREVIOUS FISCAL NOTE(S):* 
Department Date Zero
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