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STATE OF ALASKA
1999 LEGISLATIVE SESSION
Revision Date/Time (Note if correction) ___
Title Drinking W ater Fund Bonds

REPORTED OUT OF
SFC FISCAL NOTE Bill Version: HB 304

Nc: 1

(H) Publish Date: 1 / 2 .1 /QQ

Dept. A ffected Revenue
" b r u

Com ponent Treasury Division
Revenue Operations

Sponsor

Requester

Rules Committee

Governor Com ponent Serial No. 121

Expenditures/Revenues (Thousands of Dollars)
Note: Am ounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006

Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TO TAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

C APITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF
1005 G F/Program  Receipts
1037 GF/M ental Health I
O ther (Specify Type) i

T O TA L 0.0 0.0 i 0.0 0.0 0.0 0.0

Estimate of current year (FY00) cost: 0.0

POSITIONS
Full-time
Part-time
Tem porary

A N ALYSIS : (Attach a separate page if necessary)

The Alaska Drinking Water Fund will pay all costs  of issuance , administration, and  debt service for bonds issued . Bond 
p roceeds  will be  deposited  in the Drinking Water Fund to m ake  loans to municipalities.
There is no o ther fiscal impact on sta te  funds.

Approved by
Commissioner

Agency

PREPARER TO PROVIDE ALL DISTRIBUTION^COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call tho Governor's Legislative Oflice

COMMITTEE COPY
2000dnnkingwater -  12/22/1999
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r e p o t̂ e d ô u t  I
SFC

3RTED,OUT OF No:
FISCAL NOTE Bill Version: hb  30 4

STATE OF ALASKA
2000 LEGISLATIVE SESSION

Revision Date/Time (Note if correction)_____________
Title AK Bonding - AK Drinking Water Fund

(H) Publish Date: 1 /  2 1  /  0 0

DECDept. Affected_______________________________
BRU Facility Construction and Operation
Component Facility Construction and Operation

Sponsor
Requester

Rules Committee
Governor

Expenditures/Revenues

Component No. 

(T h o u sa n d s  of Dollars)

637

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Personal Services 0.0 c.o 0.0 0.0 0.0 0.0
Travel 0.0 0.0 0.0 0.0 0.0 0.0
Contraclual 0.0 c.o 0.0 0.0 0.0 0.0
Supplies 0.0 0.0 0.0 0.0 0.0 0.0
Equipment 0.0 0.0 0.0 0.0 0.0 0.0
Land & Structures 0.0 0.0 0.0 0.0 0.0 0.0
Grants & Claims 0.0 0.0 0.0 0.0 0.0 0.0
Miscellaneous 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 0.0 70.0 70.0 70.0 70.0 70.0

CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1003 GF Match 0.0 (1.551.4) (1,551.4) (1,551.4) (1,551.4) (1,551.4)
1004 GF 0.0 0.0 0.0 0.0 0.0 0.0
1005 GF/Program Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1037 GF/Mental Health 0.0 0.0 0.0 0.0 0.0 0.0
1075 Clean Water Loa.’ Fund 0.0 0.0 (395.5) (455.3) (455.3) (455.3)
1100 Drinking Water Loan Fund 0.0 70.0 (380.4) (448.4) (448.4) (448.4)
Drinking Water Fund Bond Recpts 0.0 1,551.4 1,551.4 1,551.4 1,551.4 1,551.4
Clean Water Administrative Fund 0.0 0.0 3£5.5 455.3 455.3 455.3
Drinking Water Administrative Fund 0.0 0.0 450.4 518.4 518.4 518.4

TOTAL 0.0 70.0 70.0 70.0 70.0 70.0

Estimate of any current year  (FY2000) cost: 0.0

POSITIONS
Full-time 0 0 0 0 0 0
Part-time 0 0 0 0 0 0
Temporary 0 0 0 0 0 0

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

1) Using bond p ro c e e d s  instead of G F Match to capita lize  the  A laska Drinking W ater Fund: and
2) Using f e e s  depos ited  into (and appropriated from) two new  administrative funds to pay the opera ting  

e x p e n s e s  of the C lean  W ate r  and Drinking W ate r  loan p rog ram s. (Continued next page.)

Prepared by: Dan Easton, D i r e c t o r __________________________________ Phone 465-5135
Division Facility Construction and Operation___________________________  Date/Time 12/30/99 12:04 PM

Approved by Jf__ ~jf~ b n  ■—  Date / 3 - 3 9 - 9 7
Agency Dept, of Environmental Conservation_________________________

ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
L /L J IV ilV II  C t  '- /V - /£ g (I(urthcr distribution information, call Ihe G overnor’s  Legislative Office
•v‘. 'r.9s. 2ccc<riofn iis/cwe P age  1 o f 2



REPORTED o u t  o f
SFC

/  T FISCAL NOTE
STATE OF ALASKA
2000 LEGISLATIVE SESSION

Revision Date/Time (Note if correction) _____________
Title AK Bonding - AK Drinking Water Fund

Sponsor
Requester

House Rules Committee
Senate Resources Committee

Expenditures/Revenues

N o . O  3  N
Bill V e rs io n : C5W13 ? & {  (

( S )  P u b lish  D a te : H / l Q / o D

Dept. Affected 
'BRU

DEC
Facility Construction and Operation

Component Facility Construction and Operation

Component No. 

(T housands  of Dollars)

537

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

0.0 62.2 120.7 120.7 120.7 120.7
0.0 7.5 14.6 14.6 14.6 14.6
0.0 27.2 52.8 52.8 52.8 52.8
0.0 1.0 2.0 2.0 2.0 2.0
0.0 1.0 1.0 1.0 1.0 1.0

TOTAL OPERATING 0.0 98.9 191.1 191.1 191.1 191.1

CAPITAL EXPENDITURES 0.0 70.0 70.0 70.0 70.0 70.0

CHANGE IN REVENUES ( ) 0.0 j 0.0 | 0.0 0.0 0.0 0.0

FUND SOURCE    (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
1075 Clean Water Loan Fund
1100 Drinking Water Lor n Fund 
Drinking Water Fund Bond Recpts 
Clean Water Administrative Fund 
Drinking Water Administrative Fund

0.0 0.0 0.0 0.0 0.0 0.0
0.0 (1,551.4) (1,551.4) (1,551.4) (1.551.4) (1,551.4)
0.0 0.0 0 0 0.0 0.0 0.0
O.C 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 (395.5) (455.3) (455.3) (455.3)
0.0 168.9 (380.4) (448.4) (448.4) (448.4)
0.0 1,551.4 1.551.4 1,551.4 1,551.4 1,551.4
0.0 0.0 395.5 455.3 455.3 455.3
0.0 0.0 641.5 709.5 709.5 709.5

TOTAL 0.0 168.9 261.1 261.1 261.1 261.1

Estimate of any current year (FY2000) cost: 0.0

POSITIONS
Full-time 0 1 2 2 2 2
Part-time 0 0 0 0 0 0
Temporary 0 0 0 0 0 0

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

1) Using bond p ro c e e d s  ins tead  of GF Match to capitalize the Alaska Drinking W ate r  Fund;
2) Deriving loan program  opera ting  co s ts  from a portion of loan rep a y m e n ts  depos ited  into two new 

administrative funds; and
3) Making lo an s  to privately-owned utilities which a re  currently ineligible for the low-interest drinking 

w a te r  and  w a s te w a te r  loan program s.

Prepared by: Dan Easton. Director_______________________________________  Phone 465-5135_________
Division Facility Construction apd Operations___________________________ Uate/Time 4/1C/Q0 7:48 AM

Approved by Date .4 /- / r  - C f
Agency Dept, of Environmental Conservation_________________________

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the G overnor's Legislative Office

Ran ’0i99l2CC0ntorm ilsfOMB Page 1 Of 4



ANALYSIS: (Continued)

T he Drinking W ate r  and C lean W ate r  Loan P ro g ram s  offer low-interest loans to municipalities for drinking 
w ater  and  s e w e ra g e  facility construction  projects. Loans a re  m a d e  from the A laska Drinking W ater Fund  
and  the Alaska C lean  W ate r  Fund. Both funds a re  capitalized by a n n u a l  federal g ran ts  that require a 20 
percen t  s ta te  match. The F u n d s  a lso  e a rn  investm ent a n d  re p a y m e n t  interest.

To date , the s ta te  capitalization m a tch  requ irem en t for the Drinking W ate r  Fund  h a s  b een  met with G F 
Match. Federa l law provides an  a lternative to genera l  fund outlays for satisfying the s ta te  match 
requirement. S ta te s  may u s e  bond  financing a s  m atch  for federal funds to capitalize the  Fund, and  repay  
the bonds  from interest e a rn ings  from the Fund. S ta tu te s  (AS 37 .15 .560) currently provide the bonding 
authority for the C lean W ate r  Fund  n e e d e d  to take  a d v a n ta g e  of this funding m echan ism . This legislation 
would provide the s a m e  bonding authority for the  Drinking W ate r  Fund.

Beginning in FY 2002  there  will b e  sufficient in terest in the A laska Drinking W ate r  Fund  to m ee t  the m a tch  
requirement. Interest will b e  c o n v e r ted  to bond p ro c e e d s  a n d  supp lan t the annua l  genera l  fund 
appropriation. T he  effect will be  to s a v e  approximately S1.5 million in G F Match that y ea r  and e ach  y ea r  
thereafter. Bonding costs  will be  a b o u t  S70.0.

This legislation would also provide authority to collect fe e s  a s  a  m e a n s  of funding the operation of the two 
loan program s. Federa l law allows s t a te s  to s e t  a s id e  four p e rcen t of the  federal capitalization g ran ts  to 
help pay for program  administration. To date , annua l  p rogram  opera ting  expend itu res  have been  m e t  with 
this s e t  aside. As federal g ran ts  d e c r e a s e  and  ultimately end  in the nex t few yea rs ,  the  S ta te  will be  left 
without a m e a n s  of paying for p rog ram  operating cos ts .  To p rep a re  for that, this legislation provides for 
using a portion of loan re p a y m e n ts  to cover  program  opera ting  cos ts .  T he  legislation c rea te s  two new  
administrative funds into which a  portion of loan rep a y m e n ts  would be  depos ited .  Money could then be  
transferred from th e se  adm inistra tive funds to the opera ting  budget  to f inance p rogram  operating costs .

This legislation a lso  m a k es  s o m e  privately-owned utilities eligible for the  Drinking W ate r  Loan program. 
U n d e rcu rren t  lav/, loan p rogram  eligibility is restricted to municipalities. This c h a n g e  h a s  the potential to 
improve drinking w a te r  quality, but it a lso  h a s  the potential to p roduce  a  significant inc rease  in the num ber 
of loans and  drinking w ater  construction  projects to be  m a n a g e d  by the program . T he  bes t  est im ate  is that 
133 privately-owned drinking w a te r  sy s te m s  could b e c o m e  eligible for the program. W e project an 
inc rea se  of 10 n ew  loan projects  e a c h  y e a r  -- roughly doubling the cu rren t  p a c e  a t which loans a re  m ade . 
This will result in receiving and  prioritizing new  loan applications executing  additional loan a g ree m en ts ,  
guiding additional loan recipients through the federa lly -m andate  env ironm enta l review p rocess ,  additional 
and  m ore  com plex credit w orth iness  and  ov/ner capacity  a s s e s s m e n t s ,  reviewing additional do cu m en ts  to 
app ro ve  loan paym ents ,  issuing additional p aym en t ch eck s ,  reviewing a n d  improving a substantial 
in c rease  in the num ber of eng ineering  plans, and  additional construction inspec tions  and  a ssoc ia ted  travel 
costs .  The first y ea r  will a lso  requ ire  deve lopm en t of regulations governing this n ew  c la ss  of loan 
recipients.

T he  d epar tm en t e s t im a tes  that two new  positions will be  required to hand le  the  in c reased  loan p rocessing  
and  engineering v/orkload. T he  first position will b e  n e e d e d  by SFY 2002  a n d  both by SFY 2003. In 
addition, contractual funding of S50 .0  will be  u se d  to con trac t  for credit w orth iness  a s s e s s m e n ts ,  a s  well a s  
a s s e s s e n t s  of ow ner manageria l,  technical and  financial capacity  a s  required  by federal law

Page 2 of 4



P e r s o n a l  S e r v i c e s  N e w  P o s i t io n  D e ta il
Department of Environmental C onservation  

l-IB 304 Personal Services - FY2003
Scenario: FY2001 Legislative Fiscal Note Info - 2 

Component: Facility Construction and Operations (637)
BRU Name: Facility Construction and Operations

PCN J o b  C la s s  Title
Time Retire Barg 

S ta tu s  C o de  Unit Location
Salary
S ch ed

Range  & B udg eted  S p l i t / A n n u a l  
S te p s  M onths C oun t  Salary

Prem ium  Annual 
COLA Pay Benefits

Total
C o s ts

18-//032 Loan/Collection Off II FT A GG Anchorage 1A 18 C 12.0 47,004 0 0 15,236 62,240

Justification: 
Implementation of HD 304

Funding  Detail:
1004 General Fund Receipts 100.00% 62,240

Total Funding: 100.00% 62,240

10-1/033 Environ Eng Asst II FT A GG Anchorage 1A 17C 12.0 43,800 0 0 14,617 50,477

Justification: 
Implementation of HD 304

Funding Detail:
1004 General Fund Receipts 100.00% 58,477

Total Funding: 100.00% 58,477

C om ponent S u m m ary:

Total New P o s i t io n s :  2

Fund Fund
Fund Descrip tion P e rcen t  A m ount

1004 General Fund Receipts 100.00% 120,717

Total F u nding :  100.00% 120,717

Note II a position is split, an asterisk (•) will appear in Ihe Split/Count column. If the split position is also counted in the component, two asterisks (“ ) will appear in this column.

State of Alaska
P ag e  1 of 1 D epartm ent of Environm ental C onservation  03-22-2000 3 47 pm



P e r s o n a l  S e r v i c e s  N e w  P o s i t io n  D e ta il
D epartm ent of Environmental Conservation  

HB 304 Personal Services - FY2002
Scenario : FY2001 Legislative Fiscal Note Info - 2 

C om ponent: Facility Construction and Operations (637)
BRU Name: Facility Construction and Operations

Time Retire Barg Salary R ange  & B u dg eted  S p l i t / A n n u a l  Prem ium  Annual J 01**1
PCN J o b  C la s s  Titlo S ta tu s  Codo Unit Location Sclicd S te p s  M onths C ount Salary COLA Pay Benefits C o s ts

18C 12.0 47,004 0 0 15,236 62,240

Funding  Detail:
1004 General Fund Receipls 100.00% 62,240

Total Funding: 100.00% 62,240

C om ponen t S um m ary:

Yotal New P o s i t io n s :  1

Fu nd  Fund
Fund D escrip tion  P e rcen t  A m oun t

1004 General Fund Receipts 100.00% 62,240

Total Funding :  100.00% 62,240

18-//032 Loan/Collection Off II FT A GG Anchorage 1A

Justifica tion:
Implementation of HB 304

Note: If a position is split, an asterisk (*) will appear  in the Split/Count column. If the split position is also counted in the component, two asterisks (“ ) will appear in this column.

Slate of Alaska
P a g e  1 of 1 D epartm ent of Environm ental C onservalion  03-22-2000 3:48 pm



/

STATE OF ALASKA B ILL NO.
2000 LEGISLATIVE SESSION
Revision Date/Time (Note if correction) ________________________ Dept. Affected__________ DEC

FISCAL NOTE
t-IB 3 o M

Title AK Bonding - AK Drinking Water Fund____________BRU Facility Construction and Operation
___________________________Component Facility Construction and Operation

Sponsor  Rules Committee_________________________  _________________________________
Requester  Governor Component No. 637

ANALYSIS: (Continued)

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

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

Beginning in FY 2002 there will be sufficient interest in the Alaska Drinking Water Fund to meet the match 
requirement. Interest will be converted to bond proceeds and supplant the annual general fund 
appropriation. The effect will be to save approximately 51.5 million in GF Match that year and each year 
thereafter. Bonding costs will be about $70.0 per year.

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

Prepared by: Dan Easton, Director  Phone 465-5135_________
Division Facility Construction and Operation Date/Time 12/30/99 12:04 PM
Agency Dept, o f Environmental Conservation_________________________

PREPARER TO PROVIDE A LL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE
For further distribution inform ation, call the G overnor's Legislative Office

if sv ior99} 2ccoin(ofm xis/omb Page 2  of 2



1-GH2031\M

SENATE CS FO R  CS FO R  HOUSE BILL NO. 304(RES)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIRST LEGISLATURE - SECOND SESSION

BY THE SENATE RESOURCES COMMITTEE

Offered: 4/18/00
Referred: Finance

Sponsors): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A B ILL

FO F AN A C T EN TITLED  

"A n A ct relating to issuance and  sale of revenue bonds to fund drinking w ater 

projects, to the Alaska clean w ater fund, to creation of an  Alaska clean w ater 

adm inistrative fund and an  Alaska drink ing  w ater adm inistrative fund, to fees to 

be charged in connection with loans m ade from  the Alaska clean w ater fund and 

the Alaska drinking w ater fund, and  to clarification of the charac ter and 

perm issible uses of the A laska d rink ing  w ater fund; am ending Rule 3, Alaska 

Rules of Civil Procedure; and  providing for an effective date."

BE IT  ENACTED BY TH E LEG ISLA TU RE O F TH E STATE O F ALASKA:

* Section 1. AS 37.15.560(a) is amended to read:

(a) For purposes o f providing part o f the money to be used to provide financial 

assistance to municipalities and other qualified entities un der AS 46.03.032 and 

46.03.036 [FOR THE PURPOSES STATED IN AS 46.03.032(d)], including the costs 

o f bond issuance and administration, the issuance and sale of revenue bonds of the

HB0304D -1- SOS CSHB 304(RES)
New  T e x t  U n d e r l in e d  [DELETED  TEXT BRACKETED]



1 state is authorized subject to (b) o f this section. The bonds are to be issued by the

2 state bond committee, as provided in AS 37.15.560 - 37.15.605, as part of the Alaska

3 clean water fund an d  the A laska d rink ing  w ater fund revolving loan fund p rogram s

4 [PROGRAM] (AS 46.03.032 an d  46.03.036). [A] public en terprises [ENTERPRISE]

5 of the state. The net proceeds of the sale o f the bonds [,] remaining after any payment

6  o f costs of issuance and administration [,] shall be paid into the Alaska clean water

7 fund o r the A laska d rink ing  w ater fund, as ap p ro p ria te . Accrued interest paid on

8 the bonds shall be paid into the Alaska clean water fund o r the A laska d rink ing

9 w ate r fund for transfer to the Alaska clean water fund revenue bond redemption fund

10 o r  the A laska d rink ing  w ater fund revenue bond redem ption fund (AS 37.15.565).

11  as a p p ro p ria te .

12 * Sec. 2. AS 37.15.560(b) is amended to read:

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

14 bonds under AS 37.15.560 - 37.15.605 during a fiscal year fo r each revolving loan

15 fu nd  program  referred  to in (a) o f this section, excluding refunding bonds. The

16 total unpaid principal amount of revenue bonds, including refunding bonds, but

17 excluding refunded bonds, issued under AS 37.15.560 - 37.15.605 [,] may not exceed

18 $150.000.000 for each p ro g ram .

19 * Sec. 3. AS 37.15.565 is amended to read:

20 Sec. 37.15.565. Bond redem ption funds [FUND], (a) There a n ; [IS]

21 established [A] special funds [FUND] of the state, known as the "Alaska clean water

22 fund revenue bond redemption fund [,]" and  the "A laska d rink ing  w ater fund

23 revenue bond redem ption fu nd ."  which a re  [IS A] trust funds [FUND] for paying

24 and securing the payment of the principal of and interest and redemption premium, if

25 any, on the bonds and which shall be at all times completely segregated and set apart

26 from all other funds of the state. The committee, on behalf o f the state, may obligate

27 and bind the state to set aside and pay into the bond redemption funds [FUND], on

28 a monthly or other periodic basis, any part or parts of, or all of, or a fixed proportion

29 of, or a fixed amount of the money in the Alaska clean water fund (AS 46.03.032) o r

30 the A laska d rink ing  w ater fund (AS 46.03.036) sufficient to pay the principal o f and

31 interest and redemption premium, if any, on the bonds and, if it considers it necessary,

1-GH2031\M

SCS CSIIB 304(RES) -2-
New  T e x t  U n d e r l in e d  [DELETED TEXT BRACKETED]

HB0304D



1 to set aside and maintain reserves for this purpose. The bond redemption funds

2 [FUND] shall be drawn upon only for the purpose of paying the principal o f and

3 interest and redemption premium, if any, on the bonds, together with related trustee

4 fees, if any.

5 (b) Money in the bond redemption funds [FUND] may be invested in the same

6  manner and on the same conditions as permitted for investment o f money belonging

7 to the state or held in the treasury under AS 37.10.070; however, the committee may

8  agree with the bondholders to further limit these investments. Earnings on investments

9 must be retained in the bond redemption funds [FUND].

10 (c) Separate accounts may be created in the bond redemption funds [FUND]

11 for the purposes o f paying and securing the bonds. The accounts may be combined for

1 2  purposes o f investment and  fo r financial su p p o rt to achieve the purposes of

13 AS 37.15.570(c).

14 * Sec. 4. AS 37.15.570(c) is amended to read:

15 (c) The committee may pledge to the payment o f the principal o f and interest

16 on bonds issued by the committee part or all o f the legally available money or other

17 assets on hand in the Alaska clean water fund (AS 46.03.032) o r the A laska d rink ing

18 w ater fund (AS 46.03.036): part or all of the revenue of the Alaska clean water fund

19 o r the A laska d rink ing  w ater fu n d , including federal capitalization grants, the

20 proceeds of loan repayments, and interest on money in the funds [FUND]; the

2 1  proceeds of the sale o f bonds; and money on hand in the bond redemption funds

22 [FUND]. Revenue of the Alaska clean water fund o r the A laska d rink ing  w ater fu n d .

23 if so pledged, must be paid into the Alaska clean water fund o r the  A laska d rink ing

24 w ater fund, as ap p r ^ ria te . The committee may provide for the issuance of

25 additional bonds, secured by a pledge of such money and revenue, ranking junior to,

26 senior to, or on a parity with, outstanding bonds, upon conditions prescribed in the

27 bond resolution. A pledge of loan repayments securing bonds may be made applicable

28 to specific loans from the Alaska clean water fund o r the A laska d rink ing  w ater

29 fund, or, on a pooled basis, to all loan repayments received.

30 * Sec. 5. AS 37.15.570(d) is amended to read:

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

1-GH2031\M
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1 a trustee or trustees for the holders o f the bonds, or any series o f them, for the

2  safeguarding and disbursement o f any of the money in the bond redemption funds

3 [FUND] created by AS 37.15.565, or for duties with respect to the enforcement,

4 authentication, delivery, payment, and registration of the bonds as the committee may

5 determine. The committee shall fix the rights, duties, powers, and obligations of the

6  trustee or trustees.

7 * Sec. 6 . AS 37.15.570(e) is amended to read:

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

9 sale o f the bonds and the fixing o f their maturities, terms, conditions, and covenants

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

1 1  that are reasonably necessary' for the best interests of the state and its inhabitants and

1 2  that will accomplish the most advantageous sale of the bonds, with due regard,

13 however, for the continued funding under AS 46.03.032 and AS 46.03.306 of the

14 categories of projects identified in AS 46.03.032(d) and  46.03.036(b). Decisions of

15 the committee, as expressed in a bond resolution, are final and are conclusively

16 considered to comply with the requirements of AS 37.15.560 - 37.15.605a [AND]

17 AS 46.03.032. and  46.03.036.

18 * Sec. 7. AS 37.15.570(f) is amended to read:

19 (f) A bond resolution may provide that the bonds issued must contain a recital

20 that they are issued under AS 37.15.560 - 37.15.605 and u n d e r AS 46.03.032 o r

21 46.03.036. as ap p ro p ria te , and a bond containing this recital is conclusively

22 considered to be valid and to have been issued in conformity with AS 37.15.560 -

23 37.15.605 and with AS 46.03.032 o r 46.03.036. as a p p ro p ria te .

24 * Sec. 8 . AS 37.15.573 is amended to read:

25 Sec. 37.15.573. Bond resolution. The committee shall authorize the issuance

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

27 proceedings necessary for the issuance, sale, and delivery of the bonds or any part or

28 series of them. The bond resolution must fix the principal amount, denominations,

29 date, maturities, manner of sale, place or places of payment, rights o f redemption, if

30 any, terms, form, conditions, and covenants o f the bonds or each series of them. A

31 bond resolution may state terms, conditions, amounts, and other limitations on loans

' 1-GH2031\M
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1 to be made from the Alaska clean water fund (AS 46.03.032) o r the A laska drink ing

2  w ater fund (AS 46.03.036), as ap p ro p ria te , from the relevant bond proceeds.

3 * Sec. 9. AS 37.15.575 is amended to read:

4 Sec. 37.15.575. S tate  aid  in tercept. If  a municipality is in [THE] default on

5 the payment o f principal or interest on a loan from the Alaska clean water fund

6  (AS 46.03.032) o r  the A laska d rink ing  w ater fund (AS 46.03.036). the committee

7 may provide written notice o f default to any state agency that is the custodian of

8 money that is payable to the municipality. If the committee determines to provide

9 notice, a separate written notice shall be given in each instance o f default.

10 Notwithstanding any other provision of law, at any time after receipt o f written notice

11  o f default, the agency head shall withhold payment o f the money from the

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

13 for deposit in the Alaska clean water fund o r  the A laska d rink ing  w ater fund, as

14 ap p ro p ria te , for the purpose of paying or securing the principal and interest on the

15 loan.

16 * Sec. 10. AS 37.15.580 is amended to read:

17 Sec. 37.15.580. Pledge of the state. The state pledges to and agrees with the

18 holders o f bonds issued by the committee under AS 37.15.560 - 37.15.605 and un der

19 AS 46.03.032 o r 46.03.036, as ap p ro p ria te , that the state will not limit or alter the

20 rights and powers vested in the committee by AS 37.15.560 - 37.15.605 and by

21 AS 46.03.032 o r 46.03.036, as ap p ro p ria te , to fulfill the terms of any contract made

2 2  by the committee with the holders, or in any way impair the rights and remedies of the

23 holders until the principal amount of the bonds, together with the interest on them with

24 interest on unpaid installments o f interest, are fully met and discharged. The

25 committee may include this pledge and agreement o f the state in a contract with the

26 holders.

27 * Sec. 11. AS 37.15.583(a) is amended to read:

28 (a) The owner or owners o f not less than 10 percent of the aggregate principal

29 amount o f any series or issue of bonds or the trustee for the owners o f the bonds or

30 any series o f them may, by appropriate proceedings in state court, require and compel

31 the transfer, setting aside, and payment o f money and the enforcement of all of the

HB0304D -5- SCS CSHB 304(RES)
New  T e x t  U n d e r l in e d  [DELETED  TEXT BRACKETED]



1 terms, conditions, and covenants as required and provided in AS 37.15.560 -

2 37.15.605, AS 46.03.031 o r  46.03.036, as ap p ro p ria te , and the bond resolution.

3 * Sec. 12. AS 37.15.585 is amended to read:

4 Sec. 37.15.585. A m ounts req u ired  fo r paym ents. The committee shall,

5 before June 30 o f each year or from time to time within the year, as appropriate,

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

7 o f revenue and environmental conservation the amounts required in the current fiscal

8 year and the next en d in g  fiscal year by the bond resolution or resolutions to be paid

9 out o f the Alaska clean water fund o r  the  A laska d rink ing  w ater fund into the

10  ap p ro p ria te  bond redemption fund and to be paid into and maintained in any reserve

11  fund or account or oilier fund or account created by the bond resolution or resolutions,

1 2  and shall also certify to the commissioners the last date or dates upon which payments

13 may be made.

14 * Sec. 13. AS 37.15.587 is amended to read:

15 Sec. 37.15.587. Purposes and  sufficiency of revenue. The proceeds o f bonds

16 may be used for the purposes described in AS 46.03.032 o r 46.03.036, as ap p ro p ria te

17 [AS 46.03.032(d)]. Bonds may not be issued unless the committee first finds that

18 revenue to be derived from repayment of loans from the Alaska clean water fund o r

19 th e  A laska d rin k in g  w ater fund, as appropria te , will be sufficient, together with

20  other available money, to comply with all covenants o f the bond resolutions.

21 * Sec. 14. AS 37.15.590(b) is amended to read:

22 (b) The issuance o f refunding bonds need not be authorized by the voters o f

23 the state or by an act of the legislature. The committee shall adopt the resolution or

24 resolutions and prepare all other documents and proceedings necessary for the

25 issuance, exchange or sale, and delivery o f the refunding bonds. All provisions o f

26 AS 37.15.560 - 37.15.605 and of AS 46.03.032 and  46.03.036. as appro pria te .

27 applicable to revenue bonds are applicable to the refunding bonds and to the issuance,

28 sale, or exchange o f them, except as otherwise provided in this section.

29 * Sec. 15. AS 37.15.605(1) is amended to read:

30 (1) "bond redemption funds [FUND]" means the Alaska clean water

31 fund revenue bond redemption fund an d  the A laska d rink ing  w ater fund  revenue
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2 * Sec. 16. AS 37.15.605(3) is amended to r e a d : - ' ^ ' ^  / !  < ?« '/ '/’

^ Y ? t/? t/r *  /& ^ty? c .c jZ L j7 e .3 (3) "bonds" means the Alaska clean water fund revenue bonds o r the

4 A laska d rink ing  w ater fund revenue bonds authorized in AS 37.15.560 - 37.15.605j

5 as app licab le : p /

6  * Sec. 17. AS 37.15.605(7) is amended to read: ^

7 (7) "costs o f issuance and administration" means all costs associated

8  with issuance and administration o f Alaska clean water fund revenue bonds o r the

9 A laska d rink ing  w ater fund revenue bonds, as applicable, and refunding bonds,

10  including costs o f bond printing, official statements, financial advisors, travel costs,

1 1  rating agencies, bond insurance, letters and lines of credit for credit enhancement,

1 2  underwriters, legal services, paying agents, bonds registrars, bond and escrow trustees,

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

14 indirect.

15 * Sec. 18. AS 46.03.032(i) is amended to read:

16 (i) Before making a loan from the Alaska clean water fund, the department

17 shall, by regulation, specify

18 ( 1) standards for the eligibility o f borrowers and the type o f projects

19 to be financed with loans; ^
F rh c t

2 0  (2 ) loan term and interest rate policies for loans made from the fund; ^

2 1  in te res t ra les  for  each class of  b o n  o w n s  shall be -established a.s tin; sa me- ^

2 2  - percen tage o f m arket ra te  in d K rg u u io u m te-4o4 ba^claag o f -b u iio w eis r -

23 (3) standards regarding the technical and economic viability and

24 revenue self-sufficiency of eligible projects;

25 (4) collateral or other security required for loans;

26 (5) terms of loans; ar.d

27 (6 ) other relevant criteria, standards, or procedures.

28 * Sec. 19. AS 46.03.032(p)(l) is amended to read:

29 (1) "other qualified entity" means

30 {A} an intermunicipal or interstate agency as those terms are

31 used in 33 U.S.C. 1383, and may include an authority, corporation,
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1 instrumentality, enterprise, or other entity formed through an agreement

2  between a municipality and one or more other governmental entities under

3 AS 29.35.010(13) or under art. X, sec. 13, Constitution o f the State o f Alaska,

4 or between a municipality and a regional housing authority under

5 AS 18.55.996(b); o r

6  (B) an  organ ization  th a t is eligible fo r assistance u n d e r 33

7 U.S.C. 1383. th a t is not exem pted from  regulation u n d e r AS 42.05.711(d).

8 ( j U f i r y j i ^  th a t provides ^aste~w ater) service u n d e r a certificate of convenience and

9 necessity from  the fo rm er A laska Public Utilities Com m ission o r the

10 R egulatory Com m ission of A laska, and  th a t is economically regulated by

11 the R egulatory Com mission o f A laska;

12 * Sec. 20. AS 46.03.034 is repealed and reenacted to read:

13 Sec. 46.03.034. A laska clean w ate r adm in istra tive fund, (a) The Alaska

14 clean water administrative fund is established as a separate fund that is distinct from

15 other money or funds in the treasury. The fund is composed of two accounts, the

16 (1) Alaska clean water administrative operating account; and

17 (2) Alaska clean water administrative income account.

18 (b) The legislature may appropriate to the Alaska clean water administrative

19 operating account the annual balance o f the Alaska clean water administrative income

20  account.

21 (c) The department shall administer the Alaska clean water administrative

2 2  fund.

23 (d) The Alaska clean water administrative operating account may be used to

24 pay for the department’s operational and administrative costs necessary to manage the

25 Alaska clean water fund and the Alaska clean water administrative fund and for such

26 other purposes permitted by federal law.

27 (e) Money received in payment o f fees charged by the department under the

28 authority of AS 46.03.035 and eamings on the Alaska clean water administrative fund

29 shall be deposited in the Alaska clean water administrative income account.

30 * Sec. 21. AS 46.03 is amended by adding a new section to read:

31 Sec. 46.03.035. Fees charged fo r loans m ade from  the A laska clean w ater

. 1-GH2031VM
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1 fund. The department may charge and collect reasonable fees in connection with

2  making and servicing loans made by the department under the authority of

3 AS 46.03.032. The department shall by regulation specify the rates and amounts of

4 the fees.

5 * Sec. 22. AS 46.03.036 is repealed and reenacted to read:

6  Sec. 46.03.036. A laska d rink ing  w ater fund, (a) The Alaska drinking water

7 fund is established as a separate fund that is distinct from other money or funds in the

8  treasury. The fund shall be administered by the department. The Alaska drinking

9  water fund consists of the following items, all o f which shall be deposited into the

10  fund upon receipt:

11  ( 1) the proceeds and accrued interest received from the sale o f revenue

12 bonds issued under AS 37.15.560 - 37.15.605 and secured by the Alaska drinking

13 water fund;

14 (2) money appropriated by the legislature, including federal

15 capitalization grants;

16 (3) loan repayments; and

17 (4) interest received from loan repayments and interest received from

18 investment o f money in the Alaska drinking water fund.

19 (b) Except as otherwise limited by federal law, the department may use money

20 in the Alaska drinking water fund to

2 1  ( 1) provide financial assistance for drinking water system projects,

2 2  including projects to plan, design, build, construct, or rehabilitate a public drinking

23 water collection, storage, treatm er', or distribution system, to

24 (A) municipalities;

25 (B) organizations that are not exempted from regulation under

26 AS 42.05.711(d), that provide water service under a certificate o f convenience

27 and necessity from the former Alaska Public Utilities Commission or the

28 Regulatory Commission o f Alaska, and that are economically regulated by the

29 Regulatory Commission of Alaska;

30 (2) earn interest on the amounts deposited in the fund;

31 (3) pay the costs of administering the fund and conducting activities

1-GH2031\M
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1 under this section and AS 37.15.560 - 37.15.605, including the costs o f issuance and

2 administration as defined in AS 37.15.605;

3 (4) pay and secure the payment o f the principal of and interest on

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

5 of the bonds, so long as the proceeds o f the bond sale are deposited in the Alaska

6  drinking water fund;

7 (5) pay

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

9 other bond redemption fund or account created by a relevant bond resolution,

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

11 (B) the costs o f the state bond committee in conducting

12 activities under this section and AS 37.15.560 - 37.15.605, including the costs

13 of issuance and administration as defined in AS 37.15.605.

14 (c) Repayment of loans shall be secured in a manner that the department

15 determines is feasible to ensure prompt repayment under a loan agreement entered into

16 with the borrower.

17 (d) Separate accounts may be created in the Alaska drinking water fund. The

18 accounts may be combined for purposes o f investment.

19 (e) The department may adopt regulations necessary to implement the Alaska

20 drinking water fund in a manner consistent with federal law. The regulations adopted

2 1  by the department under (h) of this section may establish different loan terms, charges,

2 2  rates, and standards for different classes o f borrowers to accommodate the different

23 levels of risk and costs that the different classes may present.

24 (f) An organization that qualifies for financial assistance under (b)(1)(B) of this

25 section or a municipality wishing to borrow money from the Alaska drinking water

26 fund shall demonstrate to the satisfaction o f the department that it

27 (1) has sufficient legal authority to incur the debt for which it is

28 applying; and

29 (2) will establish and maintain a dedicated source o f revenue or other

30 acceptable revenue source for repayment o f the loan and sufficient reserves for the

31 loan as may be necessary.
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1 (g) Allocation of Alaska drinking water fund loans shall be made in

2  accordance with a priority list developed by the department, using criteria specified in

3 regulations adopted by the department. A loan may not be made to an organization

4 that is not a municipality to refinance debt o f that organization.

5 (h) Before making a loan from the Alaska drinking water fund, the department

6  shall, by regulation, specify

7 (1) standards for the eligibility o f borrowers and the type o f projects

8 to be financed with loans;

9 (2) Joan term and interest rate policies for loans made from the fund;

11  -ofm arket lale index uppiopi'iatertu that d ass o f borfowere;—

12 (3) standards regarding the technical and economic viability and

13 revenue of self-sufficiency of eligible projects;

14 (4) collateral or other security required for loans;

15 (5) terms of loans; and

16 (6 ) other relevant standards or procedures.

17 (i) Except as necessary to comply with the covenants o f a bond resolution

18 under AS 37.15.573, a loan made by the department shall be made according to the

19 standards and procedures established by regulations under this section. A loan made

20 from the Alaska drinking water fund may be subject to the slate aid intercept

21 provisions o f AS 37.15.575.

22 (j) The department shall also prepare reports and notices, including notices of

23 default, required by the state bond committee in conjunction with bonds issued under

24 AS 37.15.560 - 37.15.605.

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

26 issuance or repayment o f revenue bonds under AS 37.15.560 - 37.15.605 may not be

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

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

29 department are inconsistent with AS 37.15.560 - 37.15.605, witn regulations adopted

30 by the state bond committee under those statutes, or with the covenants o f a bond

31 resolution adopted under AS 37.15.573, the provisions o f AS 37.15.560 - 37.15.605,

1-GH2031\M
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the regulations adopted under those statutes, and the covenants o f the bond resolution 

govern.

* Sec. 23. AS 46.03.038 is repealed and reenacted to read:

Sec. 46.03.038. A laska drink ing  w ater adm in istrative fund, (a) The Alaska 

drinking water administrative fund is established as a separate fund that is distinct from 

other money or funds in the state treasury. The fund is composed o f two accounts, the

(1) Alaska drinking water administrative operating account; and

(2) Alaska drinking water administrative income account.

(b) The legislature may appropriate to the Alaska drinking water administrative 

operating account the annual balance of the Alaska drinking water administrative 

income account.

(c) The department shall administer the Alaska drinking water administrative

fund.

(d) The Alaska drinking water administrative operating account may be used 

to pay for the department’s operational and administrative costs necessary to manage 

the Alaska drinking water fund and the Alaska drinking water administrative fund and 

for such other purposes permitted by federal law.

(e) M oney received in payment of fees charged by the department under the 

authority o f AS 46.03.039 and earnings on the Alaska drinking water administrative 

fund shall be deposited in the Alaska drinking water administrative income account.

* Sec. 24. AS 46.03 is amended by adding a new section to read:

Sec. 46.03.039. Fees charged  fo r loans m ade from  th e  A laska d rink ing  

w ater fund . The department may charge and collect reasonable fees in connection 

with making and servicing loans made by the department under the authority of 

AS 46.03.036. The department shall by regulation specify the rates and amounts of 

such fees.

* Sec. 25. The uncodified law of the State o f Alaska is amended by adding a new section 

to read:

INDIRECT COURT RULE AMENDMENT. The provisions o f sec. 11 o f this Act 

have the effect o f changing Rule 3, Alaska Rules o f Civil Procedure, by limiting to the 

Superior Court for the State of Alaska, First Judicial District at Juneau the venue district in

' 1-GH2031YM
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1 which a proceeding under AS 37.15.583(a) may be commenced and conducted.

2 * Sec. 26. The uncodified law of the State o f Alaska is amended by adding a new section

3 to read:
4 TEM PORARY LIMITATION ON LOANS. Until July 1, 2002, loans may be made

5 from the Alaska drinking water fund only to municipalities, notwithstanding the provision

6  authorizing financial assistance to certain other organizations in AS 46.03.036(b)(1)(B), as

7 repealed and reenacted in sec. 22 o f this Act.

8  * Sec. 27. The uncodified law of the State o f Alaska is amended by adding a new section

9 to read:

10 CONDITIONAL EFFECT. Section 11 o f this Act takes effect only if  sec. 25 of this

11 Act receives the two-thirds majority vote o f each house required by art. IV, sec. 15,

12 Constitution o f the State o f Alaska.

13 * Sec. 28. The uncodified law of the State o f Alaska is amended by adding a new section

14 to icad:

15 TRANSITION: REGULATIONS. The respective state agencies may proceed to adopt

16 any regulations necessary to implement their duties under this Act. The regulations take effect

17 under AS 44.62 (Administrative Procedure Act), but not before the effective date o f secs. 1 -

18 24 and 26 o f this Act.

19 * Sec. 29. Section 28 o f this Act takes effect immediately under AS 01.10.070(c).
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T he H onorab le Brian Porrer 
S peaker o f  the H ouse 
A laska S tate Legislature 
S tate C apito l 
Juneau, A K  99801-1182

D ear S peaker Porter:

L ow -in terest state loans from the A laska D rink ing  W ater Fund and the A laska C lean 
W ater Fund offer m unicipalities the m eans to build drinking w ater and sew age facility 
projects. This bill I transm it today w ill a llow  the state to use revenue bonds to capitalize 
the A laska D rink ing  W ater Fund.

B oth the D rink ing  W ater and C lean W ater funds are capitalized by annual federal grants 
that require a 20 percent state m atch. B ond revenues will help provide the state m atch for 
federal drink ing  w ater project m oney. B ut the state is only authorized to sell bonds for 
the C lean W ater Fund. It m akes sense to ex tend this leveraging pow er to the D rinking 
W ater Fund.

A s w ith  ex isting  law, the bill requires the state  bond com m ittee to conduct its ac tiv ities in 
the best in terests o f  the state, in a m anner that w ill accom plish the most advantageous 
sale o f  the bonds. The bill also provides for a new , self-supporting structure to pay for 
the costs o f  operating these im portant loan program s.

I urge yo u r prom pt consideration and passage o f  this bill.

S incerely .

jrowles 
or
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Bill: HB 304: CLEAN WATER FUND/DRINKING WATER FUND
i i i i i i i i i i i i ------------------------------------------------------------------------------------------------------------

FAIRBANKS (FBX)
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NAME: -------------------------------------------------- Subject/Bill No:

Co./Dept./Title: C o n s t £  Q p   Phone: — ~3.ll?------

AfiHi-Rss: 4  IQ /.x-Mlouol il-io , TT>',r\€i.sAx . 9 9 8 0 1 _________ z ip :______________________

Do you wish to testify? X  Yes  No  Respond To Questions

N A M E :------------------------------------------------------------------------------ Subject/Bill No:

C o./D ept./Title:-------------------------------------------------------------------  Phone:------------

Address:____________________________________________________ Zip:----------------

Do you wish to testify?  Yes  No  Respond To Questions

N A M E :------------------------------------------------------------------------------ Subject/Bill No:

Co./D ept./Title:------------------------------------------------------------------- Phone:------------

Address:------------------------------------------------------------------------------ Zip:-----------------

Do you wish to testify?  Yes  No  Respond To Questions

N A M E :------------------------------------------------------------------------------Subject/Bill No:

C o./D ept./Title:-------------------------------------------------------------------  Pi.one:-------------

Address:------------------------------------------------------------------------------ Zip:-----------------

Do you wish to testify?  Yes  No  Respond To Questions

SFC-00
HB 304

-1 - 04/19/00




