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The State Affairs Committee considered SENATE BILL NO. 203

An Act establishing the Legislative Task Force on Recycling Industries Development in Alaska; and
providing for an effective date."

and recommends: Senate Hill:
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STATE OF ALASKA
1996 LEGISLATIVE SESSION

Revision Date:

FISC

Title:

"An Act establishing the Legislative

Task Forco on Recycling Industries Development..."

Senator Duncan

Sponsor

Requestor: Senate State Affairs

Expenditures/Revenues: (Thousands of Dollars)

OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING

ICAPITAL
REVENUE FUND SOURCE

FUNDING: (Thousands of Dollars)
GENERAL FUND

FEDERAL FUNDS

OTHER FUND SOURCE

TOTAL

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year Impact:

FY 97

5.0
4.5

9.5

9.5

o

ANALYSIS: (Attach a separate page if necessary)

SB 203 establishes tho Legislative Task Force on Recycling Industries Development in Alaska.

AL N

OTE

NO.

BILL VERSION:

SB203

PUBLISH DATE:

Department Affected: Legislative Affairs Agency

BRU:

Component:

FY 98
0
5.0
4.5
0
0

95

IE
IE

9.5

9.5

o

Legislative Operating Budget
Council and Subcommittees
Legislative Operating Budget
Council and Subcommittees

COMPONENT SERIAL NO: |

FY 99
0
50
4.5
0
0

9.5

9.5

9.5

o

FYOO FY 01 FY 02
0 0
0 0
0 0
0 0
0 0
0 0
IE 5T

IE IE
0 0
0 0
0 0
0 0
0 0

It is

anticipated that the 13 member Task Force will conduct meetings. 3 of which will require travel, to study the
recycling industry in Alaska. The Task Force will prepare 3 separato reports. The three reports are due
March 1.1097, January 1,1098. and January 1.1999.

Prepared By: Karla Schofield. Deputy Director

' vk

Division. Administrative Services
Pamela A. Vt Til, Executive Director
Agency: Legislative Affairs Agency

filAVujZ

- Hj1XjU

dl

Phone 465-3852
OatkKSO t;[)lu
i

Date

Distribution (by preparer). Leg. Finance. Legislative Sponsor. Requestor. OMB. Gov.. & Impacted Agency(ies)

Page 1of 2
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HAR-28-96 THU 9:36 LAA EXEC DIR FAX NO. 4653234

Per Year

Personal Services FY 97.98.99
The cost (or 1 staff person to support tho task forco 00
will bo absoiboU within oxlctlr.g Legislative budgets.
Travel
It Is anticipated Ihot meetings of tho Task Forco will be audio tcleconferenccd.
Il will te necessary for the Task Force to travel once o year to Anchorage.
Travel costs fcr the A members from the Executive Broach will ho absorbed within
Executive Dranch Department budgets. Trevei for tho 7 legislative mombers of thn
Task force will be absorbed within e.xIsting Legislative budgets
Travel for Iho / public members of the Task Force: 50
Contractual

Phonos 25 4.5

Postage 1.0

Advertising _1IT)

4.5

Q0

Cost of audio tfllor.onferencing meetings, printing reports and olficc space
will he absorbed within existir.Q legislative budgets.

Supplies & Equipment

Costs of supplies and equipments will be absortiod within existing budgets GO

95



FISCAL NOTE

STATE OF ALASKA HILL NO. SB 203
1996 LEGISLATIVE SESSION

Revision Date
Title An Act establishing a task force on recycling BRU Various
Component Various

Department Commerce and Economic Development

ndustries
Sponsor Senators Duncan & Ellis
Requestor: Senate Stato Affairs COMPONENT SERIAL NO.

Expenditures/Revenues (Thousands of Dollars)

OPERATING EXPENDITURES FY 97 FY 98 FY 99 i FY0O FY 01
PERSONAL SERVICES

TRAVEL 001 00
CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 00 00 00

FY 02

CAPITAL EXPENDITURES

CHANGE IN REVENUES

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match 1

1004 General Fund 00 00 00 00 00
1005 GF/Program Receipts

1006 GF/MHTIA

Other
TOTAL 00 00 00 00 00

Estimate of any current year (FY 96) cost: S 00

POSITIONS

,FULL-TIME 0 0 0 0
PART-TIME

TEMPORARY

(ANALYSIS: (Attach a separate page if necessary)

EreRared by Guy Bell Director Phone (907)4652500
Dnnvon of Administrative Services Oate March 27 1996

Approved by Commissioner Date 2 ‘Zf) ")C
Agency
PREPARER TO PROVIDtf ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE

Fo: further distnbutjon eiformation. ctfi the Governort leg*iatrye OfNce
Page 1 of 1

00

00

00

00



FISCALNOTE
STATE OF ALASKA BILL NO. S B. 203

19% LEGISLATIVE SESSION

Rovlsion Dale: March 21,1996 Dept. Affected” DOY&PF
Title: An Act establishing tho Legislative Task Force on 'BRU: Englneomq and Operations
Recycling Industries In Alaaka _Component: Englnoering and Operations
Sponsor; Senator Duncan
Requestor: Senate Stato Affairs COMPONENT SERIAL NO. *547
Expendlturos/Revenues (Thousands of Dollars
OPERATING EXPENDITURES FY 97 FY 98 FY 99 FYOO FY 01 FY 02
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND A STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES
CHANGE IN REVENUES (
1002 Federal Recoipts
1003 GF Match
1004 GF .
1005 GF/Program Roceipts
1006 GF/MHTIA
Other
TOTAL 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY96) cost. S
POSITIONS
Prepared by Nate Johnson/loran Rasmussen Phone: 485-296C
Drvsnon: Dato 1V2I/B6

Date 3/2.’6

Approved by

Joseph L Pehons. Commas.onor
Agency Department ot Transportation and Put*c Facaihes
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE
For *ur»er dstrtoxon mcvmatoo. cel the Oovemor* legatee* OrVe

tRevOt,e«)»ft40ain>te.<SSK Peg* io<1



FISCAL NOTE

STATE OF ALASKA
1995 LEGISLATIVE SESSION

Revision Date: 26-Mar-96

Legislative Task Force on Recycling

Title:

Inaustrles Development In Alaska
Sponsor: Senator Duncan
Requestor: Senate State Affairs

COMPONENT SERIAL NO.
(Thousands of Dollars)

Expenditures/Revenues:

OPERATING EXPENDITI RES FY 96 FY 97
PERSONAL SERVICES 0.0 0.0
TRAVEL 0.0 0.0
CONTRACTUAL 0.0 0.0
SUPPLIES 0.0 0.0
EQUIPMENT 0.0 0.0
LAND&STRUCTURES 0.0 0.0
GRANTS,CLAIMS 0.0 0.0
MISCELLANEOUS 0.0 0.0
TOTAL OPERATING 0.0 0.0
|CAFtTAL EXFENDFTI RES | 00| 6.6
|CHANGE tN REVENE'ES ( ) | 6.6) 6.6
ke e !

‘ N .

> r/ﬁ{wmg
\J
AL Ill6

Eitimate of *u> enmat {€al (fY M ) co»r: S 0.0
POSITIONS:
FULL-TIME 6 ”76
PART-TIME 0
TEMPORARY ~T5 ~U

ANALYSIS: (Attach aseparate page if recessary.)
No fiscal unpact.

Prepared by: Mamnn* See

Division: Director, Statewide Public Service
Approved by Commissioner i O f Ay — riffr
Agency:  Department of EnvironmentalConservation v

Department Affected:

BILL NO. SB 203

Environmental
Conservation

rre farer to rRovioc all olvtrirction copiesto governors legislative om ci
For further distnbutton uiformation. call the Governor's Leg"lative Office

REV 1%3)

BRU: Statewide Public Servjee ~
Component: StatcwidcTubllc Service
2058
FT 98 FY 99 FYO0O0
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]
M | ~ 0.6] 6(51"
6 6 0
0 6
6 6 ~>
Phone. 269-7635
Date : J/26 %
Dae: ~2U
Page | of

FYO1

0.0
0.0
0.0
DU
0.0
0.0
0.0
0.0
0.0

6.6 |



FISCAL NOTE

STATE OF ALASKA HILL NO. SB 203
199 LEGISLATIVE SESSION

Revision Date: Dept Affcctedh Office of the Governor
Title: 'An Act establishing the Legislative Task Force BRU: Executive Operations
on Recycling Industries Development in Alaska;....’ Component: Executive Office
Sponsor: Senators Duncan. Ellis
Requester: Senate State A ffairs COMPONENT SERIAL NO.
Expenditures/Revenues (Thousands of Dollars)
OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY 100 FY 01 FY 02
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEQOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.
| CAPITAL EXPENDITURES"
ICHANGE IN REVENUES

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other

TOTAL 0.0 0.0 0.0 0.0 0.0 0.

Estimato of any current year (FY96!1 cost: 4 00

POSITIONS
FULL TIME
PART-TIME
TEMPORARY

DIVISIOﬂZ Division of Administrative Services Date: 3/21(96

Approved by Commissioner’ Jim Avers. Chief of Staff Date: 3/21/96
Aflency: Office of the Governor

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE
For fmihvi dxtnOutian information can tha Governor's Ity>*<al>va Off>c*

Hr. 11-9Si OC trujt |]] OBH r<g< 10CF |



FISCALNOTE

STATE OF ALASKA HILL NO. SB 203
199 LEGISLATIVE SESSION

Revision Date: Dept. Affected: Department of Corrections
Title: "An Act establishing the Legislative Task Force |IBRU: _All_

on Recycling Industries Development in Alaska..." Component: __

Sponsor: Senator Duncan

Requester: Senate Stato Affairs COMPONENT SER'AL NO
Expenditures/Revenues (Thousands of Dollars)

OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY oo FY o1 FY 02
PERSONAL SERVICES 0.0 0.0 0.0 0.0 0.0 0.0
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND fi. STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES

|CHANGE IN~REVENUES (

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1006 GF/MHTIA

Other

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any curront yoor (FY96) cost: s 0.0
POSITIONS

FULL-TIME
PART-TIME
TEMPORARY

ANALYS'S (Altacn a separate page if necessaryi 1
This bill develops a task forco on recycling industnos development, which is composed of thirteen (13) members.

Soction 2 (d)(4) states that one of the thirteen members is to bt a representative from the Department of
Corrections, who is knowledgeable about the state's correctional industnos.

Tho Department of Corrections can obsorb tho anticipated limo and cost necessary for a staff mombor to
participate in tho duties of tho recycling industries development task forco.

Prepared by Jerry Stumor Phone: 406-4652
Division! Otfice o( tha Commmionn <y n Oats:] 3/22/90
Approved by Commissioner: (iA Date: 3/22/90
Agcncy: \ Department of Correction!

PREPARER TO PROVIDE ALL DISTRIOUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE
For further distribution mtcunet'sn. csa the Governor's Legislative Office

|P*v 1't'951 DBfisno *I» OOR I of 1



11:43n(l PpgFT TO 19074652070—- 04

ALASKA CENTER

519 West 8th Avenue, Suite 201 <= Anchorage, Alaska 99501
(907) 274-3621 * fax: 274-8733

April 11. 1996

Senator Bert Sharp,Cluur
State Affairs Committee
State Capitol

Juneau, AK 99801-1182

Dear Senator Sharp and members of the State Affairs Committee

The Alaska Center for the Environment, representing a membership of 1800, supports Senate Bill 203 to
establish a Legislative Task Foroc on Recycling Industries Development. We'd also like to recognize and
thank Scuator Duncan for his vision on the importance of recycling in our state

Developing recycling industries ts an opportunity to diversify Alaska's economic base and benefit our

environment. According to a US Environmental Protection Agency report prepared by the Institute for

Local Self-Reliance on the manufacturing of recyclable?, the advantages arc many. These include:

1) reducing our dependence on landfill and incinerator facilities,

2) ofTcring communities local economic development potential, with manufacturing holding a majority
of ihe economic pay-off of the entire recycling process,

3) providing <dos and revenue to recycling collection, processing, and manufacturing,

4) requiring lets energy, water, and natural resources, than their virgin-based counterparts as well as

creating less solid waste, air and watcr pollution

As you may already know, Alaskans recycle only 7.5% of our solid waste which falls remarkably shott of
the national average of 22% With acommitment to promote tn-statc markets, this will undoubtedly
increase Recycled materials such as aluminum, newspaper and even grass clippings arc not trash at all.
but avaluable resourcejust waiting to be used Through the years communities that have recycling
programs have been able to divert millions of tons of resources riom disposal 0> developing markets
locally value is addedto a resource at ever.' point along the recycling loop, and it is to the advantage of
these communities to add as much of that value as possible within its botders.

There arc already some projects going on in Alaska that would benefit from SB203. For instance, there is
the Anchorage Regional Composting Facility V?ﬁlCT] turns yard waste into a nch garden sod The Alaska
Center for Appropriate Technology it producing a prototype of a medium density floctboard This
building product u in high demand worldwide and uses about 50%waste ppet nnd a mix of virgin wood
fibcf and recovered wood from pallets and construction debns  They would like to build a produrtion

plant in the Mat-Su Valley

The time has coroe for Alaska to support innovative ways to recycle, consent our resources and spur
economic growth | hope all of you have the vision of Scruior Duncan and many others in the state to
support SBJOI and other efforts to recycle

Sincerely.

Hclly Kano
Green Sui Technical Coordmaur

ncyihS jMrr+
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ALASKA TIRE RECYCLING , INC.

P.O. Box 221802
Anchorage, Alaska 99522-1802
(907) 344-1668

Senator Jim li)uncan
State Optta
Desk 118

Juneau, Alaska 99811

Attention: Mrs. Roxanne Stewart
RE: Recycling of Auto/Truck Tires

Dear Roxanne,

follow up to our conversation b phone Ia%t week
Ebout Senator Duncan's Interest In sg o 05sib

me

e |s|at|on 0 help Anchorage's soli Qle [g ort of
regyc*ntrq, | am introducing our corporatton and some concerns
and intoimation.
Alaska ire Rec Y d Inc. ha a started an automibtle hruck
and utility vehicle ereg ng center in A ecomga
IS an Alaskan Corporation and the owners, managers and employees
are all residents of Alaska.
The cominang B actvel offerin ﬁ the commercial and residential
commﬁt f Alaska an ppor ity to pecome involved in the

of waste automotive tires an enhancing the environment

rec)ﬁas

In@%gnéh%r%%net SmY ¢ thlrelg Sltna %egrurrﬁgy[clbnbgerp%%gt?ttt?eadtdgvdlll >

lghwa roeracnr]umag alrjtbaerdt\tvtoln f e a5 agel hwa
cognstrﬁ? ﬁ and ma|n nance. (ne ﬁ dsd)% Eer WIPgO y
con ume rost et materia un er |ghways and
Itives to fuel In cogeneratton plants.
Alaska Tire R%cyclmq, Inc. was founded in tho belief that tho
w e” wasle auto ofive tt[es In Alaska w ill be a
able ublltc SErvice that all Alaskan residents can
nnd W |I| Elady partici pate in.

ALASKA TIRE RECYCLING, INC.
-CORRESPONDENCE-
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h

0
SCra

t

mple, Alaska Tire
recovenng,exhau%
Chevron stations™in Anc
o we aPPreciate Senator Duncan's concerﬂ, in t
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tires and have not even
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ance that wo nay be to your office please feel
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n
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Included is some information that may be of help to you.

Sincerely,



HOW TO RETIRE BILLIONS OF WASTE TIRES

The samo qualitiesthat koop an automobile tire rolling for thousands
upon thousands of miles make disposing ofworn-out tirosa headache.
Rosllient and weatherproof, tires Just dont go away. An estimated 3
billion scrap tires dot tho landscape In legal and Illegal dumps.

Besides being unsightly, scrap tires In dumps brood rodents and
mosqultoos. Thoy also poso a fire hazard. Tlre-plle fires create a masslvo
stew of toxic waste and are hard to extinguish. A tirofireln Virginia 10
years ago burns for nine months straight.

Nor Is land filling a good solution. Tiresaro bulky and, with time, can
work their wayup out of the ground.

Some people recommend a greater uso of recapped tires. Truck and
airplane tires are  oftonrecapped. But forpassenger cars, It's hard to
be suro of handling characteristics, woar life or safety with recaps.

Now somo Industries are warming to tho use of scrap tires as a
substitute for  coal. A typical automobile tire containsmore  energythan
a gallon of gasoline, and some 20 percent more energy per pound than
Goal. And tires burn cloaner than most grades of coal.

One of tho most ambitious apFIications Is a 30-mogawatt power plant
In Sterling Conn., which burns whole tiros to make electricity. As the
tires  burn, at close to 3,000 degrees Fahrenheit, the heat destroys
most organic pollutants. Fly-ash Is filtered out and sold (as a zlnc-rich
additive to animal feod), as are tons of steel slag from the tires' 6toel
bolts. Sophisticated emissions controls minimize  thelmpact on tho
onvironmont. And tho plant gets paid up to $60 perton to accept tho
tiros, making for somo compelling economics.

About 14 million tires each vyear find their way to pulp and paper
mills, where they'ro added to wood waste and burns to make steam. The
rubber makes tho wood waste burn hottorand cloanor.

In cement kilns, substituting tires for coal can savo up to 90 percent
of fuel costs. Since the two main waste products, Iron oxide and ash, are
normal addltlvos In coment, having them “free" Is a nice dlvidond.

Rubber roadways? Whilo rubborlzod asphalt costs 15 or 20 percent
more |Initially, It should last longor than normal blacktop. In tho most
widely used process, a little rubbor Is addod to thoasphalt "binder."

ALASKA TIRE RECYCLING, INC.
Post Office Box 221602
'ichorago. Alaska 99522-1802
“eipohone (907) 344-1668



Alaska Tire Recycling Inc.
THE FUTURE

Waste Pollution Shrinking resources Vanishing species.

AIll issues of great concern. We worry, for future
generations' even more that for ourselves. Yet not many
of us will ever have a truly significant opportunity
to better the world our children and grandchildren

w ill inherit. Our personal efforts at recycling, as

wholehearted as they may be, exert a minimal influence
at best.

Now there is a real opportunity. A chance to make a
decision with immediate and positive environmental
impact. A chance to reclaim resources, to reduce
adverse effects on the environment... even to create a
new revenue source.

Today's car and truck tires are virtually

indestructible. Every year, we discard millions of
them ...but only because the treads are worn. A ll the
other component parts are still usable. The challenge

is not to dispose of used tires in less harmful ways,
but to reclaim them for the valuable resources they
are.

Already, there are proven uses for recycled tires.
Paper cement and other industries show good track
records with tire derived fuel. Rubber asphalt paving
systems are safer and more durable. Rubber chips in
sewage composting work better and cost less than wood.
Light addregat.es including rubber chips are showing up
on construction sites, play-grounds and equestrian
arenas. Other applications include molded products#
rubber and plastic compounds mats, carpet tiles and
more# Much more.

The potential is there. As tires wear out, there s
less and less need to let the world wear out as well.
Our bequest to the future can be, will be, new ways to

replenish it.



SH 203 - Kccvelinu Tusk Force
Items worthy of note:
Section 1. Legislative Findings:

Note (4) using Dept, of Corrections to recycle/develop products
that are not at the present time economically feasible for the private
sector. What are the fiscal ramifications here?

Task force: Directives set forth to identify in/out state markets,
develop products, with/without government support.

Report due to legislature 3/1/97 re: plastic, paper, glass
1/1/98 for rubber, tires.
ferrous/nonfcrrous scrap metals
1/1/99 re: other recucled products.
T ask force of 12 to13 members:

*DEC re: pollution prevention representative

-Department of Commerce/Economic Development representative
-DOT/PE representative

-Department of Corrections representative

-Muni. govt, representative selected by Alaska Municipal League
-for-profit recycle/garbage business representative selected by Gov.
-transportation services business representative selected by Gov.
-non-profit recycling organization selected by Gov.

-Alaskans for Litter Prevention & Recycling representative

-One Senate member selected by President.

*One House member selected by Speaker.

-EPA representative if EPA designates a representative

-Public member selected by Governor.

NO Il
8 members selectedby Governor/administration
2 members selected by Legislature
2 members selected by public entities
I members selected by private business entities
13

Task force given authority (budget?) to hire staff.

Task force sunsets on 6/30/99.



(- Senatorxr Ji D uncan
| AlaslgaSrtaIBEegisiaque

Alaska Stato Senate------------
Slate Capitol ¢« Room 119 + Juneau, Alaska 99801-1182 =+ (907)465-4766 <« Fax 465-4748

Memorandum

Date: February 23, 1996

To: Senator Bert Sharp, Chair

State Affairs Committee

From: Senator Jim

Subject: SB 203, An Act establishing the Legislative Task Force on

Recycling Industries Development in Alaska

I request that you schedule SB 203, establishing a Legislative Task Force

on Recycling Industries Development in Alaska (RlD AlaSka), for a hearing

in the State Affairs Committee as soon as possible.

SB 203 would establish a Legislative Task Force on Recycling Industries
Development in Alaska. Tlie objective of this bill is to develop a statewide
plan for in-state industrial uses for recycled materials. Tlie late twentieth
century is a time of environmental awareness. For many decades now, other
states have adopted public policy to address the needs of our environment It
is time for the Alaska Legislature to adopt itsown policy and look at

possibilities for manufacturing with recycled products.

Integrating recycling markets and economic development is essential
to the success of a state-wide recycling program Development of such a

program will likely have to originate in urban markets and branch out as the

program matures.

SPONSOR STATEMENT



Throughout Alaska, there are many independent, small-scale recycling
programs. RID Alaska will provide a comprehensive system to unite and
support these independent groups and make recycling on the whole more

efficient, economically sound, and environmentally beneficial.

The RID Alaska Task Force, as designated in the text of the bill, ismade
up of thirteen representatives. Among these representatives there will be
members of non-profit groups, businesses, and state and federal agencies.
Their focus will be on what type of products can be recycled, where feasible
markets for these products are located, and how much financial support, if
any, isneeded. In addition to research and analysis, the task force will keep

the legislature informed of their progress.

RI1D Alaska isnot just a developmental plan, it issign of Alaska"s
growth as a state. lwould welcome your support for this plan and request that

you schedule this bill for a hearing in the State Affairs Committee as soon as

possible.

Attachments



SB 203

An Overview of Objectives

Purpose: To create a task force lo generate ideas and policies to facilitate
successful recycling programs in the state of Alaska. The Legislative Task
Force on Recycling Industries Development in Alaska (RlD AlaSka), made up

of thirteen members, has the following objectives:

1. identify those products that may be recycled,
2. identify both the inside and outside markets that may use these

recycled materials,
3. identify the methods by which we may develop the inside and

outside markets,
4. estimate financial support for the program, and
5. report to the legislature on progress made.

End Result To make recycling economically and environmentally feasible.
Tire following are desirable outcomes of RlD AlaSka:

. increased awareness of protecting our environment,
a stable market and economy for recycled materials,

1

2

3. community involvement in recycling programs, and

4. decreased stress on our local landfills and waste disposal programs.



TONY KNOALES, GOVERNCR

OFFICE OF THE COMMISSIONER Telephone: (907) 465-5066
410 Willoughby Ave., Suite 105 Fax: (907)465-5070
Juneau. A K 9980! -1795

Internet Address: http://vvwvv.stutc.ak.us/dcc/homc.htm

February 14. 1996 MCS96 11A

Ilhe Honorable Jim Duncan
State Capitol -Room 19
Juneau. AK 99801-1182

Dear Senator Duncan:

Thank you for the opportunity tocomment on Senate Bill 203. establishing a task force
on recycling industries. Wc consider itan important step to creating and sustaining recycling
industries in the state and meeting our responsibilities under AS 46.06.021. Tie legislation will
also help educate Alaskans about the connection between jobs, recycling, and resource
conservation.

One of the Department”s major objectives for 1996 is to promote a */ increase in
recycling rates in Alaska (or ten percent (10%)). Currently, we recycle about seven and one-half
percent (7.5%) of the waste generated in the state. This iswell below the national average of
about twenty two percent (22%). There arc many reasons why our recycling rate is lower,
including geographic, transportation, and other logistical obstacles. Many organizations and
communities throughout the state arc working together to overcome these obstacles. Serate Bill
203 would add support to these efforts and help us meet our Department objectives.

Increasing our recycling rates requires many actions such as: 1) increasing public
understanding of the true costs of waste disposal; 2) making recycling more convenient for the
public; 3) ensuring that recyclable material can be collected and transported to recycling markets
inan affordable manner; 4) identifying end-uses for materials that are diverted from land
disposal facilities; ;and 5) buying recycled products. Senate Bill 203 provides a path to address
these steps and avoid the downfall of many recycling efforts — failure to find and support end-
use markets for waste materials collected for recycling.

Through a number of pilot initiatives (see Attachment *I)we arc exploring the extent to
which end-use markets can be developed in Alaska. Wc believe that a means to addressing some
of the state"s pressing solid waste management problems is. among other actions, increasing
opportunities for the private sector to reprocess waste material into feedstock for existing in-stale
business ventures and/or ncw Alaska-mode products Implementation for these opportunities
provides a value-added public benefit by reducing raw materials costs for business, enhancing
resource conservation, and increasing the potential for creating jobs through recycling.

DEC RLCCHMCNDATICN: 2/14/96


http://vvwvv.stutc.ak.us/dcc/homc.htm

Senator Jim Duncan February 14, 1996

The Fnvironmcntal Protection Agency reports that recycling isestimated to create almost
five times as many jobs as landfilling. Jobs created by the recycling industry draw from a full
spectrum of the labor market — ranging from low-skilled jobs to highly skilled jobs. Recycling
creates jobs that haul, process, and broker waste materials to employment incompanies that use
these materials to manufacture existing and new products. Recycling requires material sorters,
truck drivers, sales representatives, engineers, and chemists. Senate Bill 203 could help the state
identify potential opportunities to help stimulate economic development and create jobs while

enhancing environmental quality.

Two areas that may improve the ability for the legislation to meet itsgoal isto consider
including a representative from the Alaska Science and Technology Foundation (ASTF) on the
task force and a representative of the Alaska Human Resources Investment Council (AHRIC).
ASTF may be able to provide financial support and leverage private sector partners to help
develop recycling industries and conduct demonstration projects. AHRJC may be able to provide
for critical job training and skillsdevelopment to increase employment opportunities for Alaska
residents in the recycling industry sector.

Thanks again for the opportunity tocomment on Senate Bill 203. Please feel free to call
upon me or David Wigglcsworth (907) 269-7582, who manages the Department”s pollution

prevention program, ifwe can assist you.

Sincerely.

Michele Brown
Commissioner

DW/MS/MB/gf .



ATTACHMENT H

The Department is working on a number of projects to demonstrate potential in-state markets for
recycled materials.

Un-uoimi Projects:

1)

Working with the Alaska Center for Appropriate Technology to manufacture medium
density fiberboard products made from post consumer waste paper and waste wood. A
fully operational facility could employ twenty pcopL. Hie project team has successfully
developed a prototype fiberboard product that exceeds industry standards. This summer
the team will conduct a full scale production run and begin to field test the product.

Working with UniSca. Inc. and the Pollution Prevention Research Center to increase
utilization of fish waste through the use ofclcctrocoagulation technology. This
technology has potential lo enhance the reprocessing of fish waste back into fish meal
products. A pilot test has been conducted this fall and results will be forthcoming in a
final report. Initial results indicate that the technology holds promise and additional work
will be done this summer.

Projects in Developments:

1)

The Department is working with the Municipality of Anchorage and the Anchorage
Recycling Center to field test the use of glass as a substitute for C-33 sand in septic
filtration. Currently waste glass collected in Alaska has little or no market value. This
project could begin to provide an in-state market. The project is being modeled afier a
similar initiative in the state o f Washington.

The Department is preparing to conduct a pilot demonstration this summer which would
manufacture fishing lures from waste HDPE plastic (e.g. milk jugs). This isa proven
small scale manufacturing t.occss currently operating in California and employs ten
people. Wc are coordinating with Alaska Village Initiatives and the California-based
company to conduct this project.
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'EVERYTHING IN ALASKA 1S BIGGER®

WASTE GENERATION PER PERSON

- National average of 3 5 Ibs/day/person
- Alaska average of 6.2 Ibs /day/person
« Average in Japan is 2 2 Ibs.

- Average in NW Tcmtoncs is 2.5 Ibs

285.000 TONS OF WASTE DISPOSED IN ANCHORAGE IN 1994

If | ofTcred you a dollar for each pound of waste you create what would you do with it? You probably wouldn't
throw it awiyl You'd save itl Without thinking many of us choose not to because we throw most of it away. By
doing so we cannot achieve the potential savings and investment options that recycling and resource conservation
ofTcr.

Trash to Treasures Il - Creatine Jobs Through Recycling offers the chance for government, industry, and
communities to once again join forces to increase recycling rates in the state, build markets for recycled products,
and sustain these efforts in tough fiscal times. On behalfof ADEC and the Governor's Office. I am very pleased to
take part in thisevent | hope that the nest few days are productive for all participants

When we look back to recycling in 1980 and compare it to«lay, it is very encouraging to observe a steady increase
in the tonnage of materials recycled in southcentral Ala:ka. This chart shows the materials recycled by the
Anchorage Recycling Center. ARC collects and/or receives materials from Anchorage, Eagle River, and some
from the Mat>Su Valley, Kenai, and other locauons.

MATERIALS RECYCLED BY THE ANCHORAGE RECYCLING CENTER
1980- 1995 (INTONS)

23.000
Newspaper yi(]))
Cardboard
0Qioc paper
Glass 13.000

Non-ferrous metals

Other nID

3.000

MO ,,.1*33. tWO.. IMS

h to Treasure
nferreecncce“%obs
r} r Aypptg ech

1995 STATISTICS/INFORMATION PE:
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This graph shows recycling trends for specific waste types: Cardboard and Newsprint Drop in newsprint is in
part due to the closure of the Anchorage Times.
FSTIMATED RECYCLING TRENDS (Southcentral, AK)

CARDBOARD (TONS) NEWSPRINT (TONS)

T

@

W, tiw IN

This chart shows the paper materials recycled in the City of Juneau This program is operated by the Mendenhall
Flying Lions Club in cocpcrauon with Gasuncau Human Services In 1994, 188 tons of while paper, 45 tons
computer piper, and 292 tons of news-nnt were recycled

MAl ERIALS RECYCLED BY CITY OF JUNEAU PAPER RECYCLING PROGRAM
1987 - 1994 (INTONS)

Newspaper
Office paper .X
Computer paper

N

) '
/" - ¥
OTHER STATEWIDE RECYCLING/PREVENTION EFFORTS

There ts also a growing trend of statewide recycling ano pollution prevention efforts as evidenced by these selected
projects

North Slooc - Scrap Metal Lth 32.304 tons of scrap o\cr last 4 scan
Prince WtUtam Sound 226 tons of Mumctapl Solid Waste recycled in 1994
Southwell Alaska 17 tow is recycle 3.930 pounds of lead-acid banencs in

1994 under a matching grant from ADEC



We also see a growing waste reduction and recycling infrastructure. Tlie business conimumly and chambers of
commerce develop innovative programs operated by ALPAR and Green Star

AlMkaw for LittcLPrcventiOQ andRsQ-Cljjig

- Can-Do-Kids aluminum recycling program more than 6,250 kids have

participated since the program started in 1986
- Youth Litter Patrol program participation increased from 11communities

in 1983 to 45 communities in 1993.

Green Star Program
¢ Over 321 Alaskan businesses and organizations enrolled in this voluntary program..

« Nationwide program started in Alaska

Panicipauon in all these programs is increasing There are now four Chapters of the Green Star program in
Alaska. One soon to be implemented on the North Slope Several chapters have been established outside of the
state including Spokane, WA and Midland. TX Governor Knowles has requested all state agencies to participate.
Department of Defense agencies are now participating.

The Alaska Materials Exchange is becoming an important part of the waste management infrastructure in Alaska
It has shown results in a very short period of time.

Alaska Material? Exchange Program (AME)
- Saved program users S368,(XX) in first 8 months of operation (lune, 1994 - February, 1995)

- Pnvate/public partnership
- Exchanges are occurring statewide

FACTORS INFLUENCING RECYCLING IN ALASKA

e Environmental & Economic Impacts
e Growing Business Interest
* reduce costs
+ demonitrate leadership
- investment in mills and processing centers

¢ Consumer Demand
* buy recycled campaigns
e more convenient to participate

Private/Public Partnerships

Pnvatc/public partnerships play a significant role in fostering recycling and waste reduction programs in the state
I'd like to touch on this point in a little more detail

Alaska Materials Evelunge is supported by ARCO. BP, Alycska. Alaska Support Initially Alliance. Anchorage
Chamber

Green Star sponsors include PTI Communications. KTUU. Marathon. MAPCO. Golden Valley Electric. Key
Dank-Alaska. Peninsula Sanitation. Alaska Center for the Environment. Usibellt Coal Mine, and others



Alaskans for Litter Prevention and Recycling provide needed leadership under Dob Easterling, Board President.
ScalLand and TOTE provide critical back-haul services for rccyclablcs

Anchorage Refuse A Culliane family keep recycling alive in Anchorage.

Defense Agencies lend slalf support to ADEC.

ARDORs/Native groups provide critical link lo rural Alaska

EPA provides vital staffand resource support

Chambers of Commerce house Green Star Programs.

This slide shows selccied ADEC activities during early 1980's

ADCC Leadership
- 1980 Litter Prevention A Recycling Act set a source for ADEC. Legislation directs

ADEC to:
» create a program of public awareness to make littering unacceptable
* encourage the recovery of resources from litter
e stimulate recovery of materials and energy through recycling centers and other means

- 1990 Waste Reduction A Recycling Planning Act reinforces State involvement The Act
directs the Department to:
e promote source reduction and recycling over waste treatment and disposal
» provide technical assistance and consultation services
« conduct education outreach and provide solid and hazardous waste reduction planning grants
» ensure tliat solid waste pcrmitee considers source reduction and recycling

It is interesting to note that ADEC played an important role in the dC :lopment of some important programs which
operate today

Initiates Youth Litter Patrol with ALTAR. Provides S230.000 which ALTAR matches with S120.000.

Fund start-up of Anchorage Recycling Center (when it was a pan of the Alaska Centex for the Environment) and
other recycling programs

Publishes 'Recycle Alaska" - school cumoilurn
Increases awareness of litter laws through outreach and education

ADEC continues to help facilitate and implement waste reduction and recycling pregrams as evidenced by

Issuing SW planning grants to support community and regional efforts
» Helping create programs tike ihe Materials Exchange. Green Star. Oil and Gas P2
Cotnmiitec. and an Interagency Pz liuuatrve with the Federal Sector
- Responding to 3,931 assistance requests from 1990-1994
* Involvement in 290 outreach events from 1990-1994
* Providing funds to support market development efforts including
a) Composting facility
b) ACAT project
» Partnering with UmSea to increase utilization of fish
* Incorporating reduction and recycling into SW permit process



WHAT DOES THE FUTURE HOLD?

¢ Can Wc Increase Rales?

* 7.5% recycling rate in Anchorage m

*21 584 ions (1994) <003
<

* Applying other rales to Anchorage %

- 22% national average recycling rate %

S

= 62,700 tons

- 48% average recycling rate in Seattle
= 136,800 tons

*C WU 34

e Market Development
- Increase interest in recycling and increase collection
e stnve to reduce collection and processing costs to make re ydmg more competitive
- Increase in-state and out-of-state market opportunities
- Harness innovation of development community
- Link jobs and the environ* lent
« Anchorage Recyc! ng Center employs about 40 people
» Composting facility employs i people

e Continued Need for Partners
- No one group can do it alone
- We are all necessary components of the system
- Fiscal realities require that we work together

e Public Support
* Recycling needs continued and visible support
- Budgets driven by public wants and needs
* Cultivate and rccognue community champions

* Call to Action
- Sustain partnerships
- Procure recycled products
- Implement the Green Star program
- Grow recycling industries and markets
- Track progress and effectveness
- Enhance waste prevention efforts

We need to increase recycling rates The cost for disposal is still low compared to recycling costs As market prices
swing so docs recycling profitability How can we provide more assurance to recycling industries?

Woc need to work together to overcome transportation and other barriers to recycling We need to work with
communities to increase awareness of the true cost of solid waste management to help stimulate recycling and
reduction We need lo look at our own policies to see where recycling incentives can be created We need to work

together to build support for recycling and waste reduction

In 1982 ADEC general fund suppon for waste reduction and recycling totaled S721.300 In 1995 AD EC general fund
support for these same programs total 58.400

We have done a good yob attracting federal tesourccs and private sector support

-10-
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What's Working in
V |a

At the National Recycling Coalition’s
13th Annual Congress & Exposition this
fall in Portland, Ore., recycling and
economic develonment officials from
across the country discussed "What's
Working in Market Development." Dur*
ing the three-hour session, facilitated by
Jery Huntley of Tlie Society of the Plastics
Industry, Inc., officials developed a
definition for market development, tools
and resources they can use to develop
markets, and tips for market development
officials and manufacturers to help each
other. Here is a brief summary:

Market development is a multi-faceted
strategy that applies numerous tools and
resources to:

« Foster manufacturing and resources to
stimulate outlets for recycled products and
recyclable materials

« Foster a long-term and stable balance
between supply and demand of recovered
materials and recycled products

e Bring jobs to communities (capture
economic value of recycling)

Participants listed tools and resources
that could eliminate binders and advance
opportunities in five art-is:

Financial Assistance

-Grants for equipment, material testing,
market investigation, and product perfor-
mance

-Low-interest/other loans for equipment
-Tax credits/exemptions for equipment
-Enterprise zones/tax incentives for siting
-Work with public bonding agencies to
obtain bonds for major plants and
equipment to use recycled material

-Float proposals to lenders and founda-
tions to help form arevolving loan fund for
recycling and composting businesses
-Place taxes/fees on landfill disposal/
incineration and/or virgin materials

Technical Assistance
-W ork with existing targeted industries to

Integrating recycling markets mid economic development

\ I
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retrofit facilities to use recovered materials
-Publish studies on the performance of
experimental recycled products
-Conduct quality control evaluation
-Risk assumption by local governments
with new products

-Site location/permitting

-Information on suitable technologies
Business Assistance
-Product/business concept evaluation
-Business training courses for recycling
entrepreneurs that include business funda-
mentals, expert recycling information and
funding sources for recycling enterprises
-Establish business development staff to
expand recycling operations in the state
-Establish waste exchanges
-Negotiate contracts for
recyclables

-Assess recycling practices of businesses
-Offer legal assistance

-Provide feedstock supply

-Infrastructure ability
Informational/Educational Services
-Provide waste generation/recycling data
and data interpretation

-Publish market analysis (supply/demand
assessment)

-Assess economic and environmental
benefits of recycling businesses during a
defined time period

-Publish market development newsletter
-Launch print, radio and billboard ad
campaigns to promote the concept of
buying recycled

-Compile recycled product directory
-Compile energy, land, water, job and
feedstock needs for manufacturers that use
recycled materials

-Set up research project with research
universities and industry associations
-Hold targeted buy recycled workshops
Resource Referral Services

-K cfer other sources of financial, business
and recycling assistance information

marketing

e ¥ ! A * %o
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Participants also brainstormed cn how
market development officials and manu-
facturers can help each other
How Market Development Officials
Can Help
« Demonstrate public sector commitment
to recycling businesses
« Provide expertise through staff that
understands recycling markets
« Be sure that staff provides responses in
atimely manner
« Help negotiate in the regulatory arena
* Educate elected officials
e Open zoning codes for
businesses
« Offer tax incentives or other business
development incentives
» Create new and find different financing
strategies
 Work with bankers lo increase their
understanding of recycling investment
opportunities and barriers
e Shire or try to diminish risks that
businesses may not be able to
» Finance development of market devel-
opment/business plans
e Assist in business training for new
enterprises
» Channel existing economic develop-
ment resources for recycling, i.e., have
small business gioup or local economic
development agency help recycling
¢ Fund/publicize demonstration projects
» Do product-specific materials testing
» Provide technology transfer
e Generate supply and demand data and
analyses in forms that businesses can use
* Network on supply/put businesses in
contact with suppliers of materials
e Sel up affirmative procurement pro-
grams/change specifications to accommo-
date recycled product information to
consumers and other buyers
« Set up environmental criteria for codes.

Continued on page 2

recycling



Federal

The U.S. Environmental Protection
Agency (EPA) and tlie Service Corps of
Retired Executives Association (SCORE)
are implementing Jjoint program to offer
management assistance to recycling and
reuse businesses. SCORE, sponsored by
the U.S. Small Business Administration, is
a nationwide network of approximately
13,000 retired business owners and
executives who volunteer for one-on-one
counseling and workshops for owners and
potential owners of sma.l businesses.
SCORE is sponsored by the U.S. Small
Business Administration. The program is
starting as a pilot in Delaware, Maryland,
Arizona, lowa, Nebraska. Ohio, Okla-
homa. Oregon and Washington. DC.
Contact: Susan Bower, S00-634-0245.

Reports

Keep America Beautiful, Inc.. (KAP)
has published ‘The Role of Integrated
Solid Waste Management to the Year
2000, a study conducted by Franklin
Associates. Ltd., that highlights existing
and projected recycling and composting
rates. KAB estimates that recycling and
composting will move from 21% of total
municipal solid waste generated in 1992 to
a potential nilionai average range of 25%
to 35% in 2000. Contact: 203/323-8987.

The Institute for Local Self-Reliance has
released five manuals prepared for the
National Capital Area Project in the
Washington, DC area. Funded in part by
the U.S. Environmental Protection Agency,
the manuals provide guidance to citizens,
government, and piivate enterprise on
developing a comprehensive recycling and
materials policy. Publications include:

» Preparing a Business Plan for a
Small-Scale Recycling-Related Venture

+ Recycling Economic Development
Through Scrap-Based Manufacturing

+ Creating Local Recycling Markets

¢« Minimizing Waste, Maximizing R-'
cycling

+ Expanding Scrap-Based Manufac-
turing through the Community Joint
Venture Process

Contact: 202/232-4 '0B.

2
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i.e. certification, specifications

e Foster partnerships that leverage cur-
rent efforts

e Conduct or fund market investigation/
assessment studies to determine potential
demand, price, specifications, and distri-
butions of innovative/alternative products
« Provide ongoing encouragement and
advocacy for recycling entrepreneurs to
help compensate for frustrations typically
associated with pioneering efforts

» Evaluate program effectiveness and
efficiency

e Understand what
currently exist and how recycling busi-
nesses might take advantage of them

« Be creative; it's an emerging industry
How Manufacturers Can Help

¢ Be truthful and follow through

« Communicate regularly to help market
development officials understand markets
¢« Don't be afraid to say what does and
doesn't work; communicate and support

¢ Give leadership to other entrepreneurs
» Be aresource for the officials

* Network with other industries

« Work with existing manufacturers

e Establish environmental positions at
trade associations/companies

services/resources

Netional Reading Caalition's I T

Market Development

Vol. 2, No. 3

continuedfrom page |

¢ Become involved with state recycling
organizations

¢ Cooperate on public education

e Try to understand political realities

« Don'texpect agencies to move political
agendas

¢ Support market development politically
e Support funding of agendas for market
development programs/resources

e Support financing mechanisms for
market development agencies and money
¢ Look for synergistic opportunities

« Supply quality intormation/find ways to
provide regional supply information
without racrificing confidentiality

e Provide products at low/no cost to
demonstrate use

« Develop consistent specifications

« Make quality products

¢ Take time to wunderstand public
procurement needs and process

« Use locally recovered post-consumer
materials

« Be open to learning/changing materials
use practices

» Buy recycled

e Stick to basic business principles, i.e.,
focus on business viability first and
recycling second

lenslink
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STATE OF ALAKA
1996 LEGISLATIVE SESSION

Revision D ale:

Title: Clean Water Fund Bonds
Sponsor: Rules Committoo
Requestor: Governor

Expondituros/Rovonuos:
OPERATING EXPENDITURES
PERSONAL SERVICES
TRAVEL

CONTRACTUAL
SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING

FY 97

0.0
CAPITAL EXPENDITURES
CHANGE IN REVENUES ( )

FUND SOURCE
1002 Federal Receipts
1003 GF Match
1004 GF
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TOTAL 0.0

Estimate of any current year (FY96) cost $
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TEMPORARY

ANALYSIS: (Attach a soparato pago lnocoitory)

FISCAL NOTE

Dept. Affoctod: Revenue

billno:
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BRU: Rovenuo Operations
Component: Treasury
COMPONENT SERIAL NO. 21
(Thousands of Dollars;
FYoB FY 99 FY00 FYOI
0.0 0.0 0.0
(Thousands of Dollars)
0.0 0.0 0.0
0.0

0.0

0.0

FY 02

All cost of Issuance, administration, and debt servico on the bonds will bo paid from tho Alaska Clean Wafor Fund.
The proceeds of tho bond Issue will be deposited In tho Cloan Wator Fund, thoroby increasing tho money available
for loans to municipalities. There isno estimated fiscal impact on othor Stafo funas.

Proporod by: Ross Kinney
Treasury Division /
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Division:

Approvod by Commissioner
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STATE OF ALASKA
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Title:
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CONTRACTUAL
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EQUIPMENT
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FISCAL NOTE

BILL NO. CS FOR SENATE BILL NO.
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BRU: Facility Construction & Operation

Component: Fucilitv Construction & Operation
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ANALYSIS. (Attach a separate pace :! necessary.)
* Projected bond costs have not vet been determined. Please see attached explanations

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

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

The department isworking closely with the State Bond Committee, the Bond Committee"s bond
counsel and financial advisors toensure all of these concerns are adequately addressed and that a
bond sale only occurs when itisadvantageous to the state. Consequently, the costs related to the
sale of the bonds isunknown at this time. Finally, costs associated with the sale of bonds are

usually paid from the proceeds of the bond sale.
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Alaska Clean Water Fund =Bond Sales Reasons why costs can not be determined:

Ihe proceeds trom the sale ot bonds is to supplement available loan funds. Therefore, bonds will
only be sold il the demand tor construction loans exceeds the amount available in the Alaska
However, the sale will have to be tuned to allow a certain amount

tlean W ater lund (ACf i
Further considerations in the timing of

ot the AL W } to be held as collateral tor the bonds sold.
the sale ot bonds includes several financial issues such as rebate as itapplies to selling bonds.

Hie department isworking closely with the Slate Bond Committee, the Bond Committee 3 bond
counsel and linancial advisors to ensure all ot these concerns arc adequately addressed and that a

bond sale only occurs when it isadvantageous to the state. Consequently, the costs related to the

sale ol the bonds isunknown at this time Finally, costs associated with the sale of bonds arc

usually paid trom the proceeds ot the bond sale
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Alaska Clean Water Fund =Bond Sales /Reasons why costs can not be determined:

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

The department isworking 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 itisadvantageous to the state. Consequently, the costs related to the
sale of the bonds isunknown at this time. Finally, costs associated with the sale of bonds arc
usually paid from the proceeds of the bond sale.
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TONY KNOALES. GOVERNCR

hivri. Mr inuminivrviziz, i uivm hvyim m
OFFICEOI;TIHIECOMMISSIONER Phone: 465-5066
410 Willoughby Avenue Fax: 465-5070

Juneau, Alaska 99801-1795

February® 21.

The Honorable Bert Sharp, Chairman \
Senate Committee on State A Hairs

Alaska State Legislature

Juneau. Alaska 99X01

SUBJECT: Request lor hearing on Senate Bill 207
(As amended by Senate Community & Regional AlTairs Committee)

Dear Senator Sharp:

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

would provide one of these financial tools.

We have attached a short analysis of the bill lor your convenience inunderstanding the
intent of the Legislation. At this time, the Alaska Clean Water Fund has the required collateral to
support the proposed revenue bond leveraging plan. It legislation isenacted this session,
adequate collateral would remain toensure a large enough bond issue to meet anticipated
demand. Delay inenacting this legislation w ill reduce the program 3effectiveness in meeting
our water pollution capital project needs. For this reason, we ask that the hearings be scheduled
as soon as possible. Ifyou wish todiscuss this legislation, please call Keith Kelton at 465-5 5.

Thank you for your consideration.

Sincerely.

Michele Brown
Commissioner

m
MBNKK Ip m. .i b= iftW. fui
Enclosure Bill Analysts
cc: Fat Fouichot. Ollicc of the Governor



SENATE BILL 207
HOUSE BILL 401

DEPARTMENT OF ENVIRONMENTAL CONSERVATION BILL SUMMARY

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 iow-interest
loans to municipalities. The municipalities would use these funds to finance the construction of
public wastewater treatment systems, solid waste management systems, nonpoint source water
pollution control projects and estuary conservation and management projects. DEC already
operates the Alaska clean water fund, a revolving loan program that is funded by federal grants
and State appropriations. The demand lor these subsidized loans has been growing with the
increase in federal requirements placed 16239383 ' 'communities and the concurrent reduction
in State revenues in the last few years. It isestimated that the d rmand 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 money available to finance water pollution control projects In using the fund as
collateral to secure State-issued revenue bonds. Programs similar to this proposal are currentiv
in place in 21 states. Communities collect user fees for their sewerage and solid waste projects to
prov ide the money to make their annual loan payments to the Department. [Jnder this leveraging
concept, the annual loan repayments would be used to pay back the bond investors. Nationwide,
in the six years ofoperation of the clean water loan funds, there has never been a loan default.
With such an excellent repayment history, the program risk is very small. A sizable corpus of
money in the fund would provide extra security for the bonds and would also result in lower
program costs which could be passed onto the municipalities. If this bill could be enacted this
session, an adequate amount would be available in the corpus to accomplish this. Delays in
passage will reduce the amount available to leverage and minimize the effectiveness of the

legislation.

This type of bond sales program has been previously authorized to the Stale bond committee. In
fact, this legislation is patterned after the statute created for the International Airport bond sales
done b> the committee for the Department of Iransportation. The State bond committee has the
expertise to properly conduct a Kind sales issue. DEC has the expertise to properly run the clean
water fund program. |his legislation providesa simple, eflleienl method to assist the
incorporated communities of the State by ensurin”, that low-cost loans for essential projects will
be available well into the future, while reducing the demand for general-funded capital projects.
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February 29,1996

Senator Bert Sharp
Chairman, State Affairs
State Capitol

Juneau, AK 99811

Dear Senator Sharp:

On behalfof themembers of the Alaska Municipal League, lam writing insupport of
SB 207, which authorizes the issuance and sale of revenue bonds to fund sewer and
water projects. This would provide funds for low-interest loans to municipalities to
finance construction of public wastewater treatments systems, solid waste management
systems, and nonpoint source water pollution control projects.

With the increase in federal requirements placed upon local communities and the
reduction in state assistance, it isessential that municipalities have the resources to fund

these critical projects. Having safe water and solid waste facilities isa fundamental

necessity for all Alaskans.

We appreciate your prompt consideration of this important piece of legislation.

/

S '

Kevin e. Kitctue
Executive Director

CC: Senate State Affairs Committee

t vJR\TibL.uNaoc XU
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Pobruary 29, 1996

Tho Honorable Bert Sharp
Chair, Soriatu Stato Affairs
Room 514

State Capitol

Juneau, Alaska 9080111 S2

RE: SB 20/
Dear Senator Sharp:

I am writing to express our support for Senate Bill No. 207. This biii
authorizes tho Stato Bond Committee to issue and sell Stato revenue bonds for the
Alaska Department of Environmental Conservation (DEC) to offer low-interost loans
to municipalities. Thu municipalities would use these funds to finance the
construction of public wastewater treatment systoms, solid waste management
systems, nonpomt source water pollution control projects estuary conservation and

managGmnnr projects.
|

Like communities throughout Alaska, tho City of Unalaska is facing
crippling financial impacts resuilmg from new "unfunded federal mandates for
utility systems, me largest or the tcderaily mandated projects in Unalaska include:
constructing a lined landfill and baler facility at a cost of 98.0 million, and
upgrading the wastewater treatment plant at a cost of up to $6.3 million.
Implementation of the above unfunded federal mandates, without state or federal
accicTgnre, will b» devastating to our community.

Matching grants coupled with low-intorost loan programs tor utility
upgrades die essential to the City's ability to unny our public utility systems into
compliance witn new Federal and Stato onvironmontoi standards. Most federal
mandates are unfunded or underfunded This moans the federal government adopts
legislation without appropriating funds required to implement the legislation The
problem for paying for these federal mandates is loft to local rosidonts and
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I he Honorable Senator Sharp
February 29, 1996
Page 2

businesses through increased local taxes and fees. Alaska communities are
dependent upon Stato participation in its wator, wastewater, and solid waste
system upgrades through a combination of grants and loans to comply with federal

and state environmental regulations.

Again, the City of Unalaska supports SB 207. Thank you for your
consideration or our position on this important legislation.

Very truly yours.

CITY OF UNALASKA

Mark Earnest
City Manager

CcC: Mayor Kelty and members of tho Council
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I"1tmQnyJ™ihrg_S.enatc_Stalc Affairs Committee

My name 1is Diana Bennett. I am the Finance Manager of the
Anchorage Water and Wastewater Utility (AWWU) , a department of
the Municipality of Anchorage. lam here today to speak in favor of
Senate Bill 207 and its companion bill in the House, number 401,
bills authorizing the State of Alaska to issue revenue bonds for the
purpose of funding wastewater and other water quality improvement

projects thru the Alaska Clean Water loan fund.

Although AWW U sharesacommon workforce and management, itis
actually two separate utilities tor regulatory purposes, establishing
separate rates for service and incurring separate debt for capital
projects. The wastewater utility relies substantially, almost entirely,
on the Alaska Clean Water loan fund to finance its comprehensive
capital improvement plan. We anticipate borrowing $4-6 million
annually from the loan program. 1hope the funds will be available to

do so.

D. Bennett
TetwSwly

002/005
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The low interest loan program has been extremely popular and well
received throughout the country. The Anchorage Wastewater Utility
has bonowed $8.8 million from the low interest loan program, at
rates substantially lower than would be possible in the regular bond
market. We estimate this has saved the ratepayers at least S-100,000
over the past four years, in addition to the flexibility the program
affords us. 1In the years this Alaskan program has been in existence,
the Alaska Department of Environmental Conservation (ADEC) has
made loans totaling S53 million. There is still a tremendous need for
low cost funding throughout the state. ADEC received requests for

S13 million in loans for the current fiscal year.

The bill under discussion will allow what many other states have
done and leverage this initial capitalization money from the federal
government. Increasing the amount of funds available allows
projects to be completed sooner than if we have to wait for our

projects to move above the "cut line". This isa good way to increase

D Bennett
Tcsimeny PsSt2

@003/005
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the pool of money available for necessary water quality projects,
without putting any other programs at risk. The burden for
repayment remains with the communities requiring the funds There

is a strong incentive for them (us) to make our payments.

Without increasing the availability of funds, at the current request
level of S13 million, the state will run out of money to loan in only 2
years. The loans arst being repaid, but the repayment stream has not
reached equilibrium yet. and when it does it will only be, | believe,
S4 - 5 million - well below the projected need. The communities
around the State need this source of low interest money to help

finance sorely needed water quality improvements.

The revenue bonds will be backed, not by the full faith and credit of
the state, but by the revenue coming from repayment of the loans. In
the history' of the low interest loan program, there has never been a

default - not in the entire United States. In fact, in Alaska, there has

1). Benncit

Tciximony

0004/005
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never been a late payment! These bonds will be extremely safe. The

State will not be required to "bail out™ any agency over this.

You may have seen a Municipality of Anchorage memo listing some
recommended changes to this bill. The Utility is substantially in
favor of the bill as was originally written, however, we were asked to
comment on the bill, with an eye to any proposed changes. This
Utility works closely with ADEC and we have agreed among our two
groups that this bill, with or without any or all of the suggested
revisions is extremely workable, and will benefit the whole state of
Alaska. lurge you to pass this bill. Thank you for your time.

p fC ' February 28, 1996

*\ - Uiana Bennett, CPA
J \J Iy ' Finance Manager. AWW U
J' 3000 Arctic Blvd.

Anchorage, Alaska
(907) 786-5623

D. Bennen .
*
Tcitimony p|r 4

0005/006
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January 18, 19%

Ms. Michele Brown

Acting Commissioner

Department of Environmental Conservation
State of Alaska

The State Bond Committee

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

Re:  Leveraging the Clean Water Act Revolving Fund Loan Program
Dear Ms Brown and Members of the Committee;

We have been reguested to evaluate the Alaska Clean Water Fund ("ACWF') revolving
fund loan program for the purpose of making recommendations as to how the program can be
structured to accommodate ana provide for the sale of bonds (*'Bonds™), the proceeds of 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 different options available for achieving such a
program We have also been requested to confirm that any format we propose complies with
federal law requirements for the issuance of bonds the interest on which may be excluded from
federal income tax. Concern has also been expressed that it comply with federal law relating to
the federal Clean Water Act.

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

In undertaking this task, we have reviewed the constitution and statutes of the State of
Alaska relating to the ACWF (a state revolving fund or "SRF" under federal law) and have
reviewed federal law relating to tax exemption of state and local governmental obligations and the
Clean Water Act. We have reviewed relevant court decisions and opinions of the attorney general
of the state, information relating to the operation of the revolving loan program and have met and

Al'n tsisimr Im'u oiMi \ l'aiitf tttus «t C * | m s
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Ms. Michele Brown

The State Bond Committee
January 18 199%

Page 2

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

We respond as follows:

SUMMARY OF CONCLUSIONS

We believe that the Bonds may be issued by the State Bond Committee as provided in the
Bill, without violation of Article 1X, Section 8, of the State Constitution requiring an election
approving the issuance of bonds. We also believe that under the Bill the program can be
structured to allow leveraging of the ACWF by the issuance of Bonds, with the commitment of
funds necessary to such a structure without violation of Article IX. Section 7. of the State
Constitution restricting the dedication of revenues of the state Finally, under the Bill, such a
financing program can be structured to allow the Bonds to be issued on a tax-exempt basis
These conclusions are. of course, dependent on the final language of the legislation adopted, and
the ultimate terms and provisions of the financing plan as adopted by the State Bond Committee

LEGAL ANALYSIS

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

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

Issuing State Bonds Without an Election
Article IX. Section 8, of the State Constitution provides as follows:
"No state debt shall be contracted unless authorized by law for capital

improvements . and ratified by a majority of the qualified voters of the State
who vote on the question "
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The State Bond Committee
January 18 1996
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Section 11 of Article I1X 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 or 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 respect to
the issuance of revenue bonds issued by "a public enterprise or public corporation of the State
when the only security is the revenues of the enterprise or corporation ” Although the Bill
proceeds would not be used for capital facilities belonging to the state and no election is
contemplated, these restrictions do not apply if one of the above exceptions can be invoked

One approach would be to create or use a separate public corporation for the purpose of
leveraging the revolving fund program The Bonds can also be issued directly by the State, as
contemplated by the Bill, through the State Bond Committee which now administers the issuance
of other State debt, if to do so constitutes “the issuance of revenue bonds by a public
enterprise of the 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 cases recognize the validity of issuing such bonds for a public improvement, such as a utility
system or an airport which generates revenue sufficient to secure the bonds There is authority
that th issuance of bonds primarily for reinvestment to make a profit (arbitrage bonds) is not a
valid jublic purpose See State v Citv of Orlando. 576 So 2d 1315, 1317 (Fla 1991) Such
arbmagc schemes arc. however, quite dilTcrent from the program contemplated hcrc-the loaning
of money to municipalities for clean water related public improvements Under present federal
law and DEC practice, such loans cannot bear interest at a rate greater than the Bonds so it is
unlikely a profit could be made We believe that the leveraging of the revolving fiind program
through the issuance of Bonds should be considered by the courts to be a public enterprise  While
there seems to have beer, 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 banks and industrial development authorities in
Alaska and nationally, gives credence to the "public enterprise characterization of such a
program as being within the custom and practice nationally in municipal finance

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

"HELLENTHAL In Section 11 where the Committee deals with the
non-applicability of the restrictions on debt, in the case 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 debt9

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

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 de';:c 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.
8 F 178 180 CCCD Ore 1898 Case law interpreting “'enterprise,”” as it appears in federal
statutes, docs so very broadly See Marshall v McAlcstcr Corp . 438 F Supp 1005. 1012 (E D
Okla 1977) (“enterprise under the Fair Labor Standards Act).

Based on the forgoing, it appears that characterizing the revolving loan program as a
public enterprise of the State should successfully bring into play the exceptions of Article IX,
Section 11 Care should still be taken however in actually implementing the legislation to avoid
the implication that the Bonds arc. 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, loan repayments and earnings thereon secure the Bonds, to
create reserves that secure the Bonds only out of "revenues of the enterprise” and to make
whatever other provisions arc necessary to clarify 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 authonze the issuing agency to provide for, the pledging or
dedication of the revenue stream and other moneys 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 which provides

""The proceeds of any state tax or license shall not be dedicated to any
special purpose, except when required by the federal government for state
participation in federal programs



Ms. Michele Brown

The State Bond Committee
January 19. 1996

Page 5

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 ACWF9 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 to secure and pay Bonds9

In order to continue to qualify for participation in the federal funding program established
by the Clean Water Act implementing state legislation must be consistent with the Clean Water
Act and relevant federal regulations The proceeds of state bonds secured by the state revolving
fund (the ACWF) arc required to be paid into such fund (33 USCA Section 1333 (d)(4))
Repayment of loans out of a SRF nust also be paid into the fund (33 USC 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) (1), (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 pctpctuity and must be used solely to
provide loans and other authonzed forms of financial assistance’™ to assist communities in
maintaining water quality 40 CFR Section 35 3115 (1994) The Initial Guidance for State
Revolving Funds contains similar language referring to "All funds within the SRF." as docs
3B U SCA 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 While federal
law docs not mandate that moneys in the SRF be used only for so securing bonds, as opposed to
other authonzed means of assisting communities, the discretion that Article IX. Section 7.
intended to permanently vest in the legislature with respect to state revenues is almost totally
eclipsed by these requirements of federal law which arc "required  for state participation in”
this federal program .Also, the ease of State v Alex. 646 P 2d 203. 209 (Alaska 1982) indicates
that once moneys arc in a given fund. Art X, Section 7. docs not preclude their dedication to
secure revenue bonds to which they relate  Thus, 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 of money in the ACWF (other than state matching money or. possibly, the portion of
loan repayments representing the loan of state matching money) to pay and secure bonds meet the
requirements of .Article IX, Section 7
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Tax.Analvsis

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
ctTect 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 by 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 Slate 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 (and financed sooner) than could be financed if the State were
just to use the state and federal resources available to demonstrate (hat the State is not issuing
more bonds than are necessary or issuing them earlier than necessary

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

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

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

Preston Gates & Ellis

By
Forrest W Walls

FWW wp

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

‘W W W DOC
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71 flro*ffw«y, Suite 1301
Yew York. .Yew York. 10006
(212)809-3700
FAX (212) 809-6317

January 19, 1996

TO: MIKE BURNS
BLTCH WHITE
MARIE SANSONE
FORREST BROWNE

FROM. GOVERNMENT FINANCE ASSOCIATES. INC.

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

We have been asked :0 evaluate the impact of removing die sure Intercept trom die
prcposec SRF leveraging and bonding strucrurc. In %is ccnr.echon. it is necessary to
renew the effects on both the underlying credit features and the projected hnandng tests
for the arcgram. In order to appropnateiy respond to this subject, background material
should be presented, as follows.

DESIRED RATING: Generally speakmg, is a result primarily of (i) the large casn
imustons from the Federal and state governments, (ii) provisions ofthe !ccai loan
repayment arrangements, and (iii) the state creation and oversight. SRF’»have been highly
rated. For example, as indicated in the attachment, ot the 25 ocr.ve leveraged state SRFs.
axteen are ratec ioucie-A or better, without takmg into account bend insurance The
other nir.e are rated single-A, or they are assigned insured ratmgs. Because o f die high
credit standing ofthese strucrares, orJy i few have chosen to be insured, sure any rating
is the bcucic-A or itigner categories makes bend insurance unnecessary In most cases,
insured bonds trade no better than a weak Jcubie-.A. Additionally, dcuck-.A rating:. ir.
an uninsured basis, give a borrower sucstanr.aUv greater flexibility. as a result of the icwer
cos; of capital that the rating affords and the reduced number of restrcr.cns that acpiy to
uninsured debt. Taxing these factors into consideration, combined -with the inherent
strengths o fthe Aiaska. SRF. we recommend that die State establish a goal o f achieving r.c
less than an uninsured rating of double-A.

USE OF STATE INTERCEPT .As shewn in the attachment, ofthe sixteen active
leveraged SRFs rated icuble-A or better, halfof them use e state intercept of local aid
to provide underlying security Tue state 'intercept mechanism has been employed for
numerous purposes over xe years. Inthe 1970’s, for example, nates that created bond
banka to reduce the cost of capital for locaiiries often jppiied the state intercept to heip
secure the bonds that were sold by the resaecove sure bond banks. As apolicy matter,
the raung agenctes have concerns about the pooling of local credits, with disparate crecit
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star.ding, in the absence of some generic, extra credit support. State intercepts have often
been used to address these rating agency misgivings about local credit pools and to
“homogenize” the various credits within the pools. On occasion, stare “moral obligation”
pledges have been invoked for this purpose, but Moody’s, in particular, gives little weight
to the concept after “moral obiigauon" agencies in New York State had very serous credit
problems in the 1970’3, including a default on certain note3 by one “moral obligation”
agency The state intercept :3 a well-established and favorably accepted credit device.

DIFFERENCE IN COST OF CAPITAL BETWEEN “A” AND DOUBLE “A” SRFS:

In our opinion, ifdie State does not make special arrangements, as discussed hinder
beicw, :0 compensate for the ioss ¢ f the state intercept, it :3 highiy likciy that a raung of
single-A wiil be given to the State’s SRF. as opposed to the mere desirable doubie-. A. If
this development occurs, then the Aiaska SRF wiil experience i more costly interest
expense on the bonds it seils in the credit markets. We estimate that the current difference
in interest costs between a single-A and double-A credit, over twenty years, on S10
niihcn :s ectial tc 5271,C00 ;n gross dollars. Compounding this difference over several
yean of SRF issuances, for SI GO million, it would amount to 72.3 million over twenty

years.

It ahouid be acted that we ore currently experiencing low merest rates. In a higher
interest rate environment, this difference between Single-A and doubie-A credits could be
(and has been) as great as 50 basis points. In mat situaucn, *Jie difference in capital costs
between a single A and doubie A could aggregate is much as S7 0 million over twenty
years. One could argue that the difference could be reduced through bond insurance,
which is correct, but it :s relevant to empnasize the following in this respect. First, bond
insurance is rather expensive, often as much as one-naif ofone percent or total deot
service. Second, bond insurers frequently require programmatic restrictions that even the
raring agencies do not mandate.

ALTERNATIVES TO STATE INTERCEPT .As discussed above and as more fully
exhibited in the enclosures, there are options for .Alaska m ichieving a dcubie-A raftng for
the Ir'eraged SRF ove" and above the use of the itate intercept. The litcrnanves ter.a to
fall into three categcr.es. First, as demonstrated by the Arkansas, Colorado, and
Minnesota programs, a sueelemental reserve could be created that farther secures the casr.
tlow through excess revenues and cnreJeased find baiance. Second, overcoilateruizaucn
of financed loans could also be accomplished through lower ratios of SRF debt to the
program's find baiance and other unrcser/ed monies; Missouri, Pennsyivacia ana Texas
have followed this course. Third, other programs, such as Ancona and Nevada, have
apciied high general cciigaricn bcr.d ratmgs to secure the SRF dec:; Arizona apparently
issues uninsured debt only for high rated ’ccaiities. such as Phoenix, and Nevada SRF deb:
;s mnher secured by the State's general obligation pledge. Based on our understanding of
the desire for flexibility in the .Alaska program, we do not think that the third apucn is
realistic for the .Alaska context.
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CONCLUSION: The state intercept mechanism is a common feature for many, highly
rated SRF structures. Lfthe State wishes to eliminate the state intercept but atill achieve a
doubie-A rating, on an uninsured basis, for its leveraged SRF program, it will be
necessary for operational adjustments to be made by the State. These adjustments could
include, but would not necessarily be limited to, the establishment of supplemental rcscr/c
(unds and significant overcollateralization o f assets (lower debt to equity ratios). In erfec:,
the .Alaska program would be required to limit its flexibility in certain respects. The State
will need to lalar.ee these additional restrictions and effect on the SRF's future
programmatic flexibility against any perceived disadvantages of the use ofa state

intercept.

As a anal comment, we would like to emchasizc that in the absence of substantial reasons
to the contrary, the use ofthe state intercept, as a result ofits rrcquerrt use for other states
that have received a dcuble-A raung, Wwill facilitate discussions with rating agencies and
will be met ‘with an his.oncaiiy favorable acceptance by the credit markets. These factors
uicuid result in a lower cost of capital for the .Alaska SRF We suggest that if Alaska
desires to eliminate the state intercept, we should arst discuss its elimination Wwith the
raung agencies to determine the replacement security feature that the agencies would
possibly require in order for .Alaska to achieve a doubie- A rating. Ofcourse, if Aiaska is
satisfied with the single-A rating, then it becomes a matter of the additional cost of capirai
that would be incurrea through the elimination of the state intercept.



STATE REVOLVING FUNDS

Issuer

Alabama'Vater Pollution Control Autncnty
Wastewater Management Authority ek Anjona
Arkansas Development Finance Authonty

Colorado Water Resources and Power Development Authority
State of Connecticut

tnciana Send BanK

lowa Fnanco Authority

Kansas Ccveiocment F:nance Authority

Kentucky inlrastrucrure Autncnty

Mama Municipal Bond Bank

Maryand Water Duality Financing Administration
Massachusetts Water Pollution Abatoment Trust
MUcnigan Municipal Bond Authority

Mnnescu Pusiic Faclities Autncnty

Visscun State Environmental improvement And Resources Authority
New Jersey ‘Wastewater Treatment Trust

Stare of Nevada

New Yonc State Environmental racMies Coircraocn
North Dakota Mumcpal Bond Bank

Cno Water Development Autnonly

Pwtnsyfrana InfrassucJure investment Autnonty
Rhode sund CleenWaier Finance Agency

Seen C«cu Conser.ancy Qistnct

Teas Water Development 3oard

State eWisconsin

Moody’s

NR
Aa
NR
Aa
Aa
NR
NR
Aat
A
NR
Aa

Aat/Aa

Aa
Aa

AallAa

Aa
Aa

Aaa/Aa

At
A
NR
NR
A
Aa
Aa

RATINGS
sap

NR
AA*
AA
AAAA*
AA*

AA*
A
A*

AA
AAAAA-A*
AA
AAA

AA
AA
AAATAIA-
NR

Fitch

NR
NR
NR
NR

NR
NR
NR
NR
NR

AAWAA
NR
NR
NR
NR
NR

AAA/AA
NR
NR
NR
NR
NR
NR

AA*

State
Intercept

No
No
No
NO
Yes
Yes
No
Yes
No
No
Yes
Yes
Yes
No
No
Yes
No
Yes
NO
No
No
NO
No
NO
Yes
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STATES THAT HAVE NO STATE INTERCEPT

A lab am a

A rizo

n a

Arkansas

J
1
|

+C o lor

«

1

low a

ad o

K entuck.y

M isso

esota

D a k ota

Pennsylvania

No uninsured ratings.

Uninsured ratings are only for Phoenix, whose doublc-A genera]
obligation ratings flow to the ratings on Arizona's SRF bonds.

Dcuole-A Standard and Poor’3rating: Wwithout state intercept. State is
required to use supplemental reserve fund, which is utilized if earnings
fail below required coverage.

Dcubie-A tom both Mood’s Investors Service and Standard 2C Poor’s;1

swithout state intercept, State is required to use supplemental reserve 1
fund, which is utilized if earnings fall below required coverage.

Rated only single-A by Standard 2C Poor's.

Rated only single-A by both Moody’s Investors Service and Standard
X Poors.

Rated only “A-" by Standard ZC Poor’s; enjoys state mcrai obligation.

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

Reserve fund equals 70% of outstanding leans, as opposed to lower;
conventional reserve fund levels for most other programs.

3acked bv State’s general obiigar.cn oledge.
Rated “Al" oy Moody's Investors Service.

Rated omy siogie-A by both Moody’s Investors Ser/tce and Standard!
Lpreers.

Doubie-A Standaro 2C Peer’s raung; overcoilateraiizaucn 'with over
one-halfofthe program funds coming from the State ofPeansyivarua.

No uninsured ratings.
Rated only singlc-A by Moody's Investors Service. |

Substantial overcoilateraiizaucn; expectation that dee: serdce coverage-
on peel will rise to over S.O times during the life of the bends.:
1
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CS FOR SENATE BILL NO. 207(CRA)
IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION
UV THK SENATE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

Offered:  2/26/96
Referred: STA, JUD, FIN

Spoiuonsi: SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR
A BILL

FOR AN ACT ENTITLED
"An Act authorizing the issuance and sale of revenue Inmds to fund public
wastewater systems, nonpoint source water pollution control projects, including
solid waste management systems, and estuary conservation and management
projects: authorizing the use of the Alaska clean water fund to pay and secure
the bonds and to pay costs related to issuance and administration of the bonds;
authorizing certain measures to secure payment of tl » bonds; and amending

Rule 3, Alaska Rules of Civil Procedure."

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

e Section 1. POLICY AND PURPOSES. The legislature finds that the expenditures,
transfers, and applications of money, and the use of the public credit through the issuance of
revenue bonds, as authorized by this Act, will serve a public purpose by allowing the financing
of needed public water quality improvements substantially sooner than would otherwise be

possible.

SB0207H of* CSSH 207(CRA>
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1 ¥ Sec. 2. AS 37.15 is amended by adding new sections to read:

2 ARTICLE 3A. ALASKA CLEAN WATER FUND BONDS.

3 ! Sec. 37.15560. BOND AUTHORIZATION, (a) For purposes of providing part
4 of the money -0 be used to provide financial assistance to municipalities and other
S KulQ dualified entities for the purposes stated in AS 46.03.032(d), including the costs of bond 1

6 issuance and administration, the irsuancc and sale of revenue bonds of the state is 4

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

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

9 fund revolving loan fund program (AS 46.03.032), a public enterprise of the state. The
o ! net proceeds of the sale of the bonds, remaining after any payment of costs of issuance
n and administration, shall be paid into the Alaska clean water fund. Accrued interest paid
12 on the bonds shall be paid into the Alaska clean water fund for transfer to the Alaska
13 clean water fund revenue bond redemption fund (AS 37.15.565).
14 (b) The state bond committee may not issue more than S15.000,000 in revenue
15 bonds during a fiscal year, excluding refundi: g bonds. The total amount of revenue
16 ¢, bonds outstanding at any one time may not exceed S150,000.000, including principal and
75V . Fn*t%lrest owed on the bonds.

is ! |:1 (c) The bonds do not constitute a general obligation of the state. Authorization
o by the voters of the state or the legislature is not required.

(d) The state bond committee may enter into agreements with other state
21 agencies as necessary or convenient to implement AS 37.15.560 - 37.15.605.
n (e) The state bond committee may contract for the services of underwriters,
23 paying agents, trustees, bond printers, rating agencies, bond insurance, credit
24 enhancement providers, accountants. Financial advisors, and bond counsel, and other
25 senyjces as arc nccessarv to accomplish the bond issuance and sale.
26 kAL : \ -l See. 37.15565. BOND REDEMPTION FUND, (a) There is established a
271 ™ ' specia fund of the state known as the "Alaska clean water fu.id revenue bond
is redemption fund,” which is a trust fund for paying and securing s payment of the
29 principal of and interest and redemption premium, if any. on the bonds and which shall
30 be at all times completely segregated and set apart from all odicr funds of the state. The
31 committee, on behalf of the state, may obligate and bind the state to set aside and pay
32 into the bond redemption fund, on a monthly or other periodic basis, any part or parts
CSSB 207(CRA) oA
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of, or all of, or a fixed proportion of, or a fixed amount of (he money in the Alaska clean
water fund (AS 46.03.032) sufficient to pay the principal of and interest and redemption
premium, if any, on the bonds and, if it considers it necessary, to set aside and maintain
reserves for this purpose. The bond redemption fund shall be drawn upon only for the
purpose of paying the principal of and interest and redemption premium, if any. on the
bonds, together with related trustee fees, if any.

(b) Money in the bond redemption fund may be invested in the same manner and
on the same conditions as permitted for investment of money belonging to the state or
held in the treasury under AS 37.10.070; however, the committee may agree with the
bondholders to further limit these investments. Earnings on investments must be retained
in the bond redemption fund.

(c) Separate accounts may be created in the bond redemption fund for the
purposes of paying and securing the bonds. The accounts may be combined for purposes
of investment.

See. 37.15570. BOND TERMS, (a) The bonds may be issued and sold at
public or negotiated sale in the manner, in the amounts or series, and at the time or times
that the committee determines. Die bonds, or each series of them, shall be sold at the
price and upon the terms, conditions, and covenants set by the committee after
considering market conditions. Interest rates may be fixed or variable.

(b) The bonds mature at the time or times fixed by the committee. The bonds
may be subject to redemption before their fixed maturities, as determined by the
committee, with or without a premium or premiums. Die bonds may be in
denominations determined by the committee; may be issued in fuily or partially
registered form: must be payable as to principal and interest at the place or places
determined by the committee; must be signed on behalf of the state in the manner
provided by the committee; must be issued under and subject to the terms, conditions,
covenants, and protective features safeguarding payment of the bonds and relating to the
funding of projects as found necessary by the committee, including covenants requiring
the setting aside and maintenance of certain reserves to secure the payment of principal
and interest, all under regulations and conditions of the committee.

(¢) The committee may pledge to the payment of the principal of and interest
on bonds issued by the committee part or all of the legally available money or other

3 CSSI1 207(CRA)
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assets on hand in the Alaska clean water fund (AS 46.03.032); part or all of the revenue
of the Alaska clean water fund, including federal capitalization grants, the proceeds of |
loan repayments, and interest on money in the fund; the proceeds of the sale of bonds;
and money on hand in the bond redemption fund. Revenue of the Alaska clean water
fund, if so pledged, must be paid into the Alaska clean water fund. The committee may
provide for the issuance of additional bonds, secured by a pledge of money and revenue,
ranking junior to, senior to, or on a parity with, outstanding bonds, upon conditions
prescribed in the bond resolution. A pledge of loan repayments securing bonds may be
made applicable to specific loans from the Alaska dean water fund or. on a pooled basis.
to all loan repayments received.

(d) If the committee finds it reasonably necessary, the committee may select a
trustee or trustees for the holders of the bonds, or any series of them, for the
safeguarding and disbursement of any of the money in the bond redemption fund created
by AS 37.15.565, or for duties with respect to the enforcement, authentication, delivery.
payment, and registration of the bonds as the committee may determine. The committee
shall fix the rights, duties, powers, and obligations of the trustee or trustees.

(©) In its determination of all matters and questions relating to the issuance and
sale of the bonds and the fixing of their maturities, terms, conditions, and covenants as
provided in (a) -(d) of this section, the decisions of the commi;,cc shall be those that
arc reasonably necessary for the best interests of the state and its inhabitants and that will
accomplish the most advantageous sale of the bonds, with due regard, however, for the
continued funding under AS 46.03.032 of the categories of projects identified in
AS 46.03.032(d). Decisions of the committee, as expressed in a bond resolution, are
final and arc conclusively considered to comply with the requirements of AS 37.15 560
37.15.605 and AS 46.03.032,

(O A bond resolution may provide that the bonds issued must contain a recital
that they arc issued under AS 37.15.560 - 37.15.605 and AS 46.03.032. and a bond
containing this recital is conclusively considered to be valid and to have been issued in
conformity with AS 37.15.560 - 37.15.605 and AS 46.03.032.

See37.15573. BOND RESOLUTION. The committee shall authorize the
issuance of bonds by adopting a resolution and shall prepare all other documents and
proceedings necessary for the issuance, sale, and delivery of the bonds or any part or

CSSB 207(CRA) 4
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scries of them  The bond resolution must fix the principal amount, denominations, date,
maturities, manner of sale, place or places of payment, rights of redemption, if any,
terms, form, conditions, and covenants of the bonds or each scries of them. A bond
resolution may state terms, conditions, amounts, and other limitations on loans to be
made from the Alaska clean water fund (AS 46.03.032) from the relevant bond proceeds.

Sec. 37.15575. STATE AID INTERCEPT. If a municipality is in default on
the payment of principal or interest on a loan from the Alaska dean water fund
(AS 46.03.032), the committee may provide written notice of default to the state agency
that is the custodian of money that is payable to the municipality. If the committee
determines to provide notice, a separate written notice shall be given in each instance of
default. Notwithstanding any other provision of law, at any time after receipt of written
notice of default, the agency head shall withhold payment of the money from the
municipality. The agency head shall pay over the withheld money to the committee for
deposit in the Alaska clean water fund for the purpose of paying or securing the principal
and interest on the loan.

Sec. 37.15580. PLEDGE OF THE STATE. The state pledges to and agrees
with the holders of bonds issued by the committee ude- \S 37.15.560 + 37.15.605 and
AS 46.03.032 that the state svill not limit or alter the rights and powers vested in the
committee by AS 37.15560 - 37.15.605 and AS 46.03.032 to fulfill the terms of any
contract made by the committee with the holders, or in any way impair the rights and
remedies of the holders until the principal amount of the bonds, together with the interest
on them with interest on unpaid installments of interest, arc fully met and discharged.
The committee may include this pledge and agreement of the state in a contract with the
holders.

Sec. 37.15583. ENFORCEMENT BY BONDOWNER. (a) The owner or
owners of not less than 10 percent of the aggregate principal amount of any series cr
issue of bonis or the trustee for the owners of the bonds or any scries of them may, by
appropriate proceedings in state court, require and compel the transfer, setting aside, and
payment of money and the enforcement of all of the terms, conditions, and covenants as
required and provided in AS 37.15.560 - 37.15.605. AS 46.03.032, and the bond
resolution.

(b) A proceeding under (a) of this section may be commenced and conducted

5 CSSB 207(CRA)
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only in the Superior Court for the State of Alaska, Arst Judicial District at Juneau.

Sec. 37.15585. AMOUNTS REQUIRED FOR PAYMENTS. The committee
shall, before June 30 of each year or from time to time within the year, as appropriate,
commencing with the year in which the bonds arc issued, certify to the commissioners
of revenue and environmental conservation the amounts required in the current fiscal
year and the next ensuing fiscal year by the bond resolution or resolutions to be paid out
of the Alaska clean water fund into the bond redemption fund and to be paid into and
maintained in any reserve fund or account or other fund or account created by the bond
resolution or resolutions, and shall also certify to the commissioners the last date or dates
upon which payments may be made.

Sec. 37.15587. PURPOSES AND SUFFICIENCY OF REVENUE. The
proceeds of bonds may be used for the purposes described in AS 46.03.032(d). Ronds
may not be issued unless the committee first finds that revenue to be derived from
repayment of loans from the Alaska clean water fund will be sufficient, together with
other available money, to comply with all the covenants of the bond resolutions.

Sec. 37.15590. REFUNDING. (a) The committee may refund the bonds or any
part of them at or before their maturities or redemption dates by the issuance of
refunding revenue bonds of the state if. in the opinion of the committee, refunding is
advantageous to and in the best interests of the state and its inhabitants.

(b) The issuance of refunding bonds need not be authorized by the voters of the
state or by an act of the legislature. The committee shall adopt the resolution or
resolutions and prepare all other documents and proceedings necessary for the issuance,
exchange or sale, and delivery of the refunding. All provisions of AS 37.15.560 -
37.15.605 and AS 46.03.032 applicable to revenue bonds arc applicable to the refunding
bonds and to the issuance, sale, or exchange of them, except as otherwise provided in
this section.

(c) Refunding bonds may be issued in a principal amount sufficient to provide
money for the advance or current refunding of all bonds to be refunded and interest on
the refunded bonds and. in addition, for the payment of all costs of issuance and
administration of the refunding bonds. These expenses also include the difference in
amount between the par value of the refunding bonds and any amount less than par for
which the refunding bonds arc sold; the premium, if any, necessary to be paid in order
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to call or retire the outstanding bonds and the interest accruing on them to date of the
call or retirement and other such costs. The committee is authorized to incur such
expenses.

(d) The committee may contract with a refunding trustee to hold the proceeds
of refunding bonds in tmst until the proceeds, together with earnings on the proceeds,
arc applied to pay the principal of, premium, if any, and interest on the bonds to be
refunded. Until the refunding bond proceeds arc applied, the proceeds may be invested
in direct obligations of, or obligations guaranteed by, the United States or an agency or
corporation of the United States whose obligations constitute direct obligations of, or
obligations guaranteed by, the United States.

See. 37.15595. BONDS AS LEGAL INVESTMENTS. The bonds arc legal
investments for all banks, trust companies, savings banks, savings and loan associations,
and other persons carrying on a banking business, all insurance companies and other
persons canying on an insurance business, and all executors, administrators, trustees, and
other fiduciaries. The bonds may be accepted as security for deposits of all money of
the state and its political subdivisions.

See. 37.15603. REGULATIONS. The committee may adopt regulations
necessary to implement the provisions of AS 37.15.560 - 37.15.605.

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

(1) "bond redemption fund' means the Alaska clean water fund revenue
bond redemption fund established in AS 37.15.565:

(2) "bond resolution' n.eans the resolution or resolutions adopted by the
committee under AS 37.15.573 authorizing the issuance of bonds,

(3) “bonds™ means the Alaska clean water fund revenue bonds authorized
in AS 37.15.560 - 37.15.605;

(4) "commissioner of revenue means the principal executive officer of
the Department of Revenue as provided in AS 44.25.010, or a Successor;

(5) "‘commissioner of environmental conservation™ means the principal
executive officer of the Department of Environmental Conservation as provided in
AS 44.46.010, or a Successor;

(6) "committee* means the state bond committee created in AS 37.15.110
or any other committee, body, department, or officer of the state that succeeds to the
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rights, powers, duties, and obligations of the state bond committee by lawful act of the |
legislature;

(7) “oosts of issuance and administration™ means all costs associated with
issuance and administration of Alaska clean water fund revenue bonds and refunding
bonds, including costs of bond printing, official statements, financial advisors, travel
costs, rating agencies, bond insurance, letters and lines of credit for credit enhancement,
underwriters, legal services, paying agents, bond registrars, bond and escrow trustees,
arbitrage rebate, and all other costs, including administrative costs, both direct and
indirect.

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

(@ There is established as a separate fund the Alaska clean water fund, which
is distinct from any other money or fund in the treasury, and which consists of money
appropriated by the legislature to meet federal matching requirements, federal
capitalization grants, loan repayments, interest received from loan repayments [AND]
interest received from investment of money in the Alaska clean water fund, and the
proceeds and accrued interest received from the sale of revenue bonds issued under
AS 37.15.560 ¢« 37.15.605 and secured hv the Alaska clean water fum . Separate
accounts mnv be created in the Alaska clean water fund. The accounts mnv be
combined for purposes of investment.

*See. 4. AS 46.03.032(b) is amended to read: /7*I* r *V T ) v,*PES-A

(b) The department shall administer the Alaska C..an water fund consistent with
the requirements of this section and AS 37.15.560 - 37.15.605.

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

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

provided by the federal government under 33 U.S.C. 1251 - 1387 (thefederal Clean
'.f\. Water Act), as amended [EY P.L. 1004,
x See. 6. AS 46.03.032(d) is repealed and reenacted to read:

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

(1) for the following categories of projects.

(A) planning, designing, building, constnicting. and rehabilitating

a public wastewater collection, treatment, or discharge system;
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(B) implementing a management program for controlling water
pollution from nonpoint sources under 33 U.S.C. 1329, including planning,
designing, building, constructing, and rehabilitating a solid waste management
system; and

(C) developing and implementing an estuary conservation and
management program under 33 U.S.C. 1330;

(2) to provide the following types of financial assistance for the
categories Qf projects listed in (1) of this subsection: r j| 7 Pt << Jn
(A) making loans to municipalities and other qualified entities;

PO
ir§"* )
! f, VA <J ( B ) buying or refinancing the debt obligations of a municipality
‘i +  or other qualified entity; ( *rhsg
/ (C) providing collateral scturity for or purchasing insurance for !

a municipal or other qualified entity dcbrobligation; and
(3) to pay and secure the payment of the principal of and interest on
revenue bonds issued by the state and to pay the costs of issuance and administration of
the bonds, so long as the proceeds of the bond sale arc deposited in the Alaska clean
water fund.
Sec. 7. AS 46.03.032(0 is repealed and reenacted to read:
(O The department
(1) may spend money from the Alaska dean water fund to pay the costs
of
(A) administering the fund: and
(B) the department in conducting activities under this section and
i AS 37.15.560 - 37.15.605. including the costs of issuance and administration as
defined in AS 37.15.605;
(2) shall spend money from the Alaska clean water fund to pay
(A) into the bond redemption fund (AS 37.15.565), and into any
other bond redemption fund or account created by a relevant bond resolution, the
amount certified by the state bond committee under AS 37.15.585; and
(B) the costs of the state bond committee in conducting activities
under this section and AS 37.15.560 - 37.15.605, including the costs of issuance
and administration as defined in AS 37.15.605.
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1 * See. 8. AS 46.03.032(g) is amended to read: >

1 ) (9) A municipality or olher aualified entity wishing to borrow money from the
3 | Alaska clean water fund shall demonstrate to the satisfaction of the department that it
4 Arf [THE MUNICIPALIFY]
/%§ | N - (1) has sufficient legal authority to incur the debt for which it is
.implying; and
n<? V'V (2) will establish and maintain a dedicated source of rever
‘/H acceptable revenue source for repayment of the loan and sufficient reserves for the
9 loan as mav be necessary.
10 + See. 9. AS 46.03.032(j) is amended to read:
n o, Except as necessary to comply with the covenants of a bond resolution
12 under AS 37.15573. a [A] loan made by the department shall be made according to the
13 standards, criteria, and procedures established by regulations under this section. A loan
14 made from the Alaska clean water fund mav be subject to the state aid intercept
15 provisions of AS 37,15.575. Except as necessary to comnlv with the covenants of
10 a hond resolution under AS 37.15.573. in [IN] making a loan from the Alaska clean
17 water fund for a solid waste management svstem [FACILITY], the department shall give
IS priority to a project that will alleviate severe health or environmental concerns in the
19 community or region proposing the svstem [FACILITY]. In addition, the department
20 may consider
21 (1) the extent of local or regional support for the proposed svstem
22 [FACILITY]; and
23 (2) the extent to which the applicant can demonstrate that the full range
24 of solid waste management options has been reasonably considered and that the proposed
25 Shiism [i \CILITY] is consistent with the promotion of the solid and hazardous waste
26 management practices established in AS 46.06.021 [IN THE FOLLOWING ORDER OF
27 PRIORITY:
28 (A) WASTE SOURCE REDUCTION;
29 (B) RECYCLING OF WASTE:
30 (C) WASTE TREATMENT; AND
31 (D) WASTE DISPOSAL].

32 + See. 10. AS 46.03.032(k) is amended to read:
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(k) The department shall prepare reports required by the federal government in
conjunction with federal capitalization grant award conditions. The department shall
also, prepare reports and notices. Including notices of.default, required bv the state
hond ¢ mnmittee in conjunction with bonds issued under AS 37.15.560 - 37.15.605.
The department shall also prepare a biennial report on the Alaska clean water fund and
notify the legislature thet it is available on or before the first day of each first regular
session of the legislature.

+ See. 11. AS46.03.032(0) is amended to read:

(0) In this section,

tIJ_ LV>jherj.i»alifictl entity" means an intermunicipal.or interstate
ageryyas those terms are used in 33 U.S.C 1383 and mav include an authority.
£QIP.o.ratittn»Jnstrumgn<olHY. enterprise, or other entity formed through an
agreement between a municipality and one or more otin*r governmental entities
yndetLjNjL22.3-5.Q10( 13) or under art. X. sec. 13, Cnnstiti;tion_of thc State of
Alaska, or between a municipality anti a regional housing authority under
AS 18.55.996(b):

[2] "solid waste management svstem (FACILITY]- includes capital
improvements and equipment used for the purpose of solid and hazardous waste source
reduction, recycling, treatment, or disposal.

+ See. 12 AS 46.03.032 is amended by adding a new subsection to read:

(p) Regulations adopted by the department under this section that would affect
issuance or repayment of revenue bonds under AS 37.15 560 « 37. T5 *0* may not br
inconsistent with those statutes or with regulations adopted by the state bond
committee under those statutes. To the extent that regulations adopted by the
department are inconsistent with AS 37.15 560 * AS 37.15.605. with regulations
adopted by the state bond committee under those statutes, or with the covenants of a
bond resolution adopted under AS 37.15.573. the provisions of AS 37.15 760 -
37.15.605. the regulations adopted under those statutes, and the covenants of the bond
resolution govern.

* See. 13 The provisions of AS 37.15 583(b). enacted by see. 2 of this Act. havethe effect
of changing Rule 3. Alaska Rules of Civil Procedure, by limiting, to the Superior Court for
the State of Alaska. First Judicial District at Juneau, the venue district in which a proceeding
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under AS 37.15.583(a), enacted by see. 2 of this Act, may be commenced and conducted.

1
2 * See. 14. The provisions of AS 37.15.583(b), enacted by see. 2 of this Act, take effect
3 only if see. 13 of this Act receives the two-thirds majority vote of each house required by

4 art. 1V, see. 15, Constitution of the State of Alaska.

12,
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Cook
2/21/96

AMEN I) WENT

OFFERED [N THE SENATE BY SENATOR TORGERSON
TO: SB 207

1 Page 6, line 6, after "in™

2 Insert "the currentfiscal year and"

3 Page 8, line 12, after "letters™
4 Insert “'and lines"
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Cook
2/21/96

AMEND MKNT

TO: SB 207

Page 2, line 7, after “"authorized™:
Insert ', subject to (b) of this section™

Page 2, after line 13
Insert a new subsection to read:

"(b) The state bond committee may not issue more than $15,000,000 in
revenue bonds during a fiscal year, excluding refunding bonds. The total amount of
revenue bonds outstanding at any one time may not exceed $150,000,000. including
principal and interest owed on the bonds."

Rclctter the following subsections accordingly.
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Cook
2/21/96

AMEND MRNT

OFFERED IN THE SENATE BY SENATOR TORGERSON

TO: SB 207

Page 7, lines 19-21.
Delete all material.

Page 8. lines 27 - 28:
Delete The,provisions of this section shall lie liberally construed in order to

carry out the purposes for which tliev were enacted."
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Cook
2/21/96
AMENDMENT
TO: SB 207
Page 2, line 5:
Delete "state agencies"
Insert "other qualified entities”
Page 9, line 18:
Delete "state agencies"
Insert "other qualified entities"
Page 9, line 20:
Delete "state agency"
Insert "other qualified entity"
Page 9, line 22:
Delete "state agency"
Insert "other qualified entity”
Page 10. line 11:
Delete "state agency”
insert ‘0ther Qualified entity”
Page 11. lire 20. following TU™:
Inst ier qualified entity" means an intcrmunirinal or interstate_agcncy as

I[liQsc_tenns arg used In_33 U,SiC, 1383”ntid_innv_ include an authority, corporation.
instpimefltaljtyt_entcrprisc. <>r_P»hcr.entity. formed through an ngrcemcntj>etwcen a

munkipaliiy_p.nd.onf or more other governmental entities under AS 29.35.010(13) or
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1 under art. X, see. 13. Constitution or (ho State of Alaska, or between n municinnlitv and
2 a regional housing authority under AS 18.55.996(b):

3 12)"

4 Page 11, lines 22 - 25:

5 Delete

A (2 "state agency" means a department, nntliority. public
7 corporation, instrumentality, or other administrative unit of the executive branch
8 of state government”
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CS FOR SENATE BILL NO. 207(CRA)
IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION
BY THE SENATE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

OfTcrcid:
Referred:

Sporuor(s): SENATE RULES COMMITTEE UY REQUEST OF THE GOVERNOR
A BILL

FOR AN ACT ENTITLED
"An Act authorizing the issuance and sale or revenue bonds to fund public
wastewater systems, nonpoint source water pollution control projects, including
solid waste management systems, and estuary conservation and management
projects; authorizing the use of the Alaska clean water fund to pay and secure
the bonds and to pay costs related to issuance and administration of the bonds;
authorizing certain measures to secure payment of the bonds; and amending

Rule 3, Alaska Rules of Civil Procedure."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. POLICY AND PURPOSES. The legislature finds that the expenditures,
transfers, and applications of money, and the use of the public credit through the issuance of
revenue honds, as authorized by this Act, will serve a public purpose by allowing the financing!

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

possible.
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¥ Sec. 2. AS 37.15 is amended by adding new sections to read:

ARTICLE 3A. ALASKA CLEAN WATER FUND BONDS.

See 37.15560. BOND AUTHORIZATION, (a) For purposes of {-oviding part
of the money to be used to provide financial assistance to municipalities and other
qualified entities for the purposes stated in AS 46.03.032(d), including the costs of bond

issuance arid administration, the issuance and sale of revenue bonds of the state is
authorized, subject to (b) of this section. The bonds arc to be issued bv the state bond
committee, as provided in AS 37.15.560 -37.15.605, as part of the Alaska clean water

fund revolving loan fund program (AS 46.03.032), a public enterprise of the state. The
net proceeds of the sale of the bonds, remaining after any payment of costs of issuance
and administration, shall be paid into the Alaska clean water fund. Accrued interest paid
on the bonds shall be paid into the Alaska clean water fund for transfer to the Alaska

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

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

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

bonds outstanding at any one time may not exceed S150,000,000, including principal and 1

interest owed on the bonds.

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

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

<, The state bond committee may enter into agreements with other state

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

(e) The state bond committee may contract for the services of underwriters,
paying agents, trustees, bond printers, rating agencies, bond insurance, credit
enhancement providers, accountants, financial advisors, and bond counsel, and other

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

See. 37.15565. BOND REDEMPTION FUND, (a) There is established a

special fund of the state known as the “Alaska clean water fund revenue bond |
redemption fund. which is a trust fund for paying and securing the payment of the
principal of and interest and redemption premium, if any, on the bonds and which shall

be at all times completely segregated and set apart from all other funds of the state. The
committee, on behalf of the state, may obligate and bind the state to set aside and pay-
into the bond redemption fund, on a monthly or other periodic basis, any part or parts

' CSSB 207(CRA) -2-
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of, or all of, or a fixed proportion of, or a fixed amount of the money in the Alaska clean .
water fund (AS 46.03.032) sufficient to pay the principal of and interest and redemption
premium, if any, on the bonds and, if it considers it necessary, to set aside and maintain !
reserves for this purpose. The bond redemption fund shall be drawn upon only for the
purpose of paying the principal of and interest and redemption premium, if any, on the
bonds, together with related trustee fees, if any.

(b) Money in the bond redemption fund may be invested in the same manner and
on the same conditions as permitted for investment of money belonging to the state or
held in the treasury under AS 37.10.070; however, the committee may agree with the
bondholders to further limit these investments. Earnings on investments must be retained
in the bond redemption fund.

(c) Scpar. *c accounts may be created in the bond redemption fund for the
purposes of paying and securing the bonds. The accounts may be combined for purposes
of investment.

Sec. 37.15.570. BOND TERMS, (a) The bonds may be issued and sold at
public or negotiated sale in the manner, in the amounts or scries, and at die time or times
that the committee determines. The bonds, or each scries of them, shall be sold at the |
price and upon the terms, conditions, and covenants set by the committee after
considering market conditions. Interest rates may be fixed or variable.

(b) The bonds mature at the time or times fixed by the committee. The bonds
may be subject to redemption before their fixed maturities, as determined by the
committee, with or without a premium or premiums. The bonds may be in
denominations determined by the committee; may be issued in fully or partially
registered form; must be payable as to principal and interest at the place or places
determined by the committee; must be signed on behalf of the state in the manner
provided by the committee; must be issued under and subject to the terms, conditions,
covenants, and protective features safeguarding payment of the bonds and relating to the
funding of projects as found necessary by the committee, including covenants requiring
the setting aside and maintenance of certain reserves to scrurc the payment of principal
and interest, all under regulations and conditions of the committee.

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

on bonds issued by the committee part or all of the legally available money or ether
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assets on hand in the Alaska clean water fund (AS 46.03.032); part or all of the revenue
of the Alaska clear* water fund, including federal capitalization grants, the proceeds of
loan repayments, and interest on money in the fund; the proceeds of the sale of bonds;
and money on hand in the bond redemption fund. Revenue of the Alaska clean water
fund, if so pledged, must be paid into the Alaska clean water fund. The committee may
provide for the issuance of additional bonds, secured by a pledge of money and revenue,
ranking junior to, senior to, or on a parity with, outstanding bonds, upon conditions
prescribed in the bond resolution. A pledge of loan repayments securing bonds may be
made applicable to specific loans from the Alaska clean water fund or, on a pooled basis,
to all loan repayments received. !

(d) If the committee finds it reasonably necessary, the committee may select a
trustee or trustees for the holders of the bonds, or any series of them, f.; the
safeguarding and disbursement of any of the money in the bond redemption fund created
by AS 37.15.565, or for duties with respect to the enforcement, authentication, delivery,
payment, and registration of the bonds as the committee may determine. The committeeI
shall fix the rights, duties, powers, and obligations of the trustee or trustees.

(e) In its determination of all matters and questions relating to the issuance and
sale of the bonds and the fixing of their maturities, terms, conditions, and covenants as
provided in (a) - (d) of this section, the decisions of the committee shall be those that t
arc reasonably necessary for the best interests of the state and its inhabitants and that will
accomplish the most advantageous sale of the bonds, with due regard, however, for the
continued funding under AS 46.03.032 of the categories of projects identified in
AS 46.03.032(d). Decisions of the committee, as expressed in a bond resolution, are
final and arc conclusively considered to comply with the requirements of AS 37.15.560 -
37.15.605 and AS 46.03.032.

(0 A bond resolution may provide that the bonds issued must contain a recital
that they arc issued under AS 37.15.560 - 37.15.605 and AS 46.03.032, and a bond
containing this recital is conclusive!)  nsidered to be valid and to have been issued in
conformity with AS 37.15.560 *37.1_.c :and AS 46.03.032.

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

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

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

CSSB 207(CRA) s
mkdy Te.ve Uti'forlin<rd [DELETED TEXT BRACKETED)



series of them. The bond resolution must fix the principal amount, denominations, date,
maturities, manner of sale, place or places of payment, rights of redemption, if any,
term., form, conditions, and covenants of the bonds or each series of them. A bona
resolution may state terms, conditions, amounts, and other limitations on loans to be
made from the Alaska clean water fund (AS 46.03.032) from the relevant bond proceeds.

Sec. 37.15575. STATE AID INTERCEPT. If a municipality is in default on
the payment of principal or interest on a loan from the Alaska clean water fund
(AS 46.03.032), the committee may provide written notice of default to the state agency
that is the custodian of money that is payable to the municipality. If the committee I
determines to provide notice, a separate written notice shall be given in each instance of
default. Notwithstanding any other provision of law, at any time after receipt of written
notice of default, the agency head shall withhold payment of the money from the
municipality. The agency head shall pay over the withheld money to the committee for
deposit in the Alaska clean water fund for the purpose of paying or securing the principal
and interest on the loan.

Sec. 37.15580. PLEDGE OF THE STATE. The itatc pledges to and agrees
with the holders of bonds issued by the committee under AS 37.15.560 >37.15.605 and
AS 46.03.032 that the state will not limit or alter the rights and powers vested in the
committee by AS 37.15.560 - 37.15.605 and AS 46.03.032 to fulfill the terms of any
contract made by the committee with the holders, or in any way impair the rights and
remedies of the holders until the principal amount of the bonds, together with the interest
on them with interest on unpaid installments of interest, arc fully met and discharged.
The committee may include this pledge and agreement of the state in a contract with the
holders.

See. 37.15583. ENFORCEMENT BY BONDOWNER. (a) The owner or
owners of not less than 10 percent of the aggregate principal amount of any series or
issue of bonds or the trustee for the owners of the bonds or any series of them may, by
appropriate proceedings in state court, require and compel the transfer, setting aside, and
payment of money and the enforcement of all of the terms, conditions, and covenants as
required end provided in AS 37.15560 - 37.15.605, AS 46.03.032. and the bond
resolution.

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

See. 37.15585. AMOUNTS REQUIRED FOR PAYMENTS. The committee
shall, before June 30 of each year or from time to time within the year, as appropriate,
commencing with the year in which the bonds arc issued, certify to the commissioners
of revenue and environmental conservation the amounts required in the current fiscal
year and the next ensuing fiscal year by the bond resolution or resolutions to be paid out
of the Alaska clean water fund into the bond redemption fund and to be paid into and
maintained in any icservc fund or account or other fund or account created by the bond
resolution or resolutions, and shall also certify to the commissioners the last date or dates
upon which payments may be made.

See. 37.15587. PURPOSES AND SUFFICIENCY OF REVENUE. The
proceeds of bonds may be used fcr the purposes described in AS 46.03.032(d). Bonds
may not be issued unless the committee first finds that revenue to be derived from
repayment of loans from the Alaska clean water fund will be sufficient, together with
other available money, to comply with all the covenants of the bond resolutions.

Sec. 37.15590. REFUNDING, (a) The committee may refund die bonds or any
part of them at or before their maturities or redemption dates by the issuance of
refunding revenue bonds of the state if, in the opinion of the committee, refunding is
advantageous to and in the best interests of the state and its inhabitants.

(b) Hie issuance of refunding bonds need not be authorized by the voters of the
state or by an act of the legislature. The committee shall adopt the resolution or
resolutions and prepare all other documents and proceedings necessary for the issuance,
cxchang or sale, and delivery of the refunding. All provisions of AS 37.15.560 -
37.15.605 and AS 46.03.032 applicable to revenue bonds arc applicable to the refunding
bonds and to the issuance, sale, or exchange of them, except as otherwise provided in
this section.

(c) Refunding bonds may be issued in a principal amount sufficient to provide
money for the advance or cuncnt refunding of all bonds to be refunded and interest on
the refunded bonds and. in addition, for the payment of all costs of issuance and
administration of the refunding bonds. These expenses also include the difference in
amount between the par value of the refunding bonds and any amount less than par for
which the refunding bonds arc sold; the premium, if any. necessary to be paid in order
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to call or retire the outstanding bonds and the interest accruing on them to date of the
call or retirement; and other such costs. The committee is n''thorized to incur such
expenses.

(d) The committee may contract with a refunding trustee to hold the proceeds
of refunding bonds in trust until the proceeds, together with earnings on the proceeds,
are applied to pay the principal of, premium, if any, and interest on the bonds to be
refunded. Until the refunding bond proceeds arc applied, the proceeds may be invested
in direct obligations of, or obligations guaranteed by, the United States or an agency or
corporation of the United States whose obligations constitute direct obligations of, or
obligations guaranteed by, the United States.

Sec. 37.15.595. BONDS AS LEGAL INVESTMENTS. The bonds are legal
investments for all banks, trust companies, savings banks, savings and loan associations,
and other persons carrying on a banking business, all insurance companies and other
persons carrying on an insurance business, and all executors, administrators, trustees, and
other fiduciaries. The bonds may be accepted as security for deposits of all money of
the state and its political subdivisions.

Sec. 37.15603. REGULATIONS. The committee may adopt regulations
necessary to implement the provisions of AS 37.15.560 - 37.15.605.

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

(1) "bond redemption fund' means the Alaska clean water fund revenue
bond redemption fund established in AS 37.15.565;

(2) "bond resolution means the resolution or resolutions adopted by the
committee under AS 37.15.573 authorizing the issuance of bonds;

(3) "bonds™ means the Alaska clean water fund revenue bonds authorized
in AS 37.15.560 - 37.15.605;

(4) "commissioner of revenue” means the principal executive officer of
the Department of Revenue as provided in AS 44.25.010, or a Successor;

(5) "commissioner of environmental conservation” means the principal
executive officer of the Department of Environmental Conservation as provided in
AS 44.46.010, or a successot,

(6) "‘committee" means the state bond committee created in AS 37.15.11Q|
or any other committee, body, department, or officer of the state that succeeds to the
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rights, powers, duties, and obligations of the state bond committee by lawful act of the
legislature;

(7) "oosts of issuance and administration™ means all costs associated with t
issuance and administration of Alaska clean water fund revenue bonds and refunding
bonds, including costs of bond printing, official statements, financial advisors, travel
costs, rating agencies, bond insurance, letters and lines of credit for credit enhancement,J
underwriters, legal services, paying agents, bond registrars, bond and escrow trustees,
arbitrage rebate, and all ot!  costs, including administrative costs, both direct and
indirect.

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

(@ There is established as a separate fund the Alaska clean water fund, which
is distinct [rom any other money or fund in the treasury, and which consists of money
appropriated by the legislature to meet federal matching requirements, federal
capitalization grants. lean rcnayments, interest received from loan repayments, [AND]
interest received from nvcstment of money in the Alaska clean water fund, and (ne
proceeds and accrued interest received from the sale of revenue bonds issued under
AS 37.15.560 m87.15.605 and secured hv the Alaska clean water fund. Separate
accounts mav he created in the Alaska clean water fund. The accounts mav lie
combined for purposes of investment.

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

(b) The department shall administer the Alaska dean water fund consistent with

the remiirements of this section and AS 37.15.560 -37.15,605.
*Sec. 5. AS 46.03.032(c) is amended to read:

() The department may accept and make use of all capitalization grants
provided by the federal government under 33 U.S.C. 1251 - 1387 (the federal Clean
Water Act), as amended [BY P.L. 100-4],

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

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

(1) for the following categories of projects.

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

a public wastewater collection, treatment, or discharge system;
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(B) implementing a management program for controlling water
pollution from nonpoint sources under 33 U.S.C. 1329, including planning,
designing, building, constructing, and rehabilitating a solid waste management
system: and
(C) developing and implementing an estuary conservation and !

management program under 33 U.S.C. 1330;
(2) to provide the following types of financial assii ancc for the
categories of projects listed in (1) of this subsection:
(A) making loans to municipalities and other qualified entities;
(B) buying or refinancing the debt obligations of a municipality
or other qualified entity;
(C) providing collateral security for or purchasing insurance for
a municipal or other qualii | entity debt obligation; and
(3) to pay and secure the payment of the principal of and interest on
revenue bonds issued by the state and to pay the costs of issuance and administration of
the bonds, so long as the proceeds of the bond sale arc deposited in the Alaska clean
watar fund.
» Sec. 7. AS 46.03.032(0 is repealed and reenacted to read:
(O The department
(1) may spend money from the Alaska clean water fund to pay the costs
of
(A) administering the fund; and
(B) the department in conducting activities under this section and
AS 37.15.560 -37.15.605. including the costs of issuance and administration as
defined in AS 37.15.605;
(2) shall spend money from the Alaska clean water fund to paj
(A) into the bond redemption fund (AS 37.15.565), and into any
other bond redemption fund or account created by a relevant bond resolution, the
amount certified by the state bond committee under AS 37.15.585; and
(B) the costs of the state bond committee in conducting activities
under this section and AS 37.15.560 - 37.15.605, including the costs of issuance
and administration as defined in AS 37.15.605.
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*See. 8. AS 46.03.032(q) is amended to read:

(9) A municipality or other nunlified entity wishing to borcow money from the
Alaska clean water fund shall demonstrate to the satisfaction of the department that it
(THE MUNICIPALITY]

(1) has sufficient legal authority to incur the debt for which it is
applying; and

(2) will establish and maintain a dedicated source of revenue or other
acceptable revenue source for repayment of the loan and sufficient reserves for the |

loan as mav he necessary.

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

0) Except as necessary to eomolv with the covenants of n bond resolution
under AS 37.15.573. a (A] loan made by the department shall be made according to the
standards, criteria, and procedures established by regulations under this section. A loan
made from the Alaska clean water fund mav be subject to the state aid intercept
provisions of AS 37.15.575. Except as necessary to comply with the covenants of
a hond resolution under AS 37.15.573. in [IN] making a loan from the Alaska clean
water fund for a solid waste management svstem [FACILITY], the department shall give
priority to a project that will alleviate severe health or environmental concerns in the
community or region proposing the svstem (FACILITY]. In addition, the department
may consider

(1) the extent of local or regional support for the proposed system
[FACILITY]: and
(2) the extent to which the applicant can demonstrate that the full range
of solid waste management options has been reasonably considered and that thc proposed
svstem [FACILITY] is consistent with the promotion of the solid and hazardous waste
management practices established in AS 46.06.021 [IN THE FOLLOWING ORDER OF
PRIORITY:
(A) WASTE SOURCE REDUCTION,;
(B) RECYCLING OF WASTE;
(C) WASTE TREATMENT; AND
(D) WASTE DISPOSAL].

+ See. 10. AS 46.03.032(k) is amended to read:
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1 (k) The department shall prepare reports required by the federal government in
2 conjunction with federal capitalization grant award conditions. The department shall
alsi>J)rcpjjje ccjio,d-S-nnd notices, incindinn notices of default, required by the state
4 bond committee in conjunction with honds issued under AS 37.15.560 -37.15.605.
" The department shall also prepare a biennial report on the Alaska clean water fund and !
notify the legislature that it is available on or before the first day of each first regular
session of the legislature.

MSec. 11. AS 46.03.032(0) is amended to read:

9 (0) In this section,

10 (1) "other qualified entity" means an intermunicipal or interstate
n agency as those terms arc used in 33 U.S.C. 1383. and mnv include an authority.
12 corporation,.instrumentality, enterprise, or other entity formed through an
13 agreement between a municipality and one or more other governmental entities |
14 | under AS 29.35.010(13) or under art. X. see. 13. Constitution of the State of |
15 Alaska, or between a municipality and a regional housing authority under
17 (2) "solid waste management svstem (FACILITY)" includes capital
18 improvements and equipment used for the purpose of solid and hazardous waste source
19 reduction, recycling, treatment, or disposal.
20 + See. 12. AS 46.03.032 is amended by adding a new subsection to read:
21 (p)Regulations adopted by the department under this section that would affect
22 issuance or repayment of revenue bonds under AS 37.15.560 - 37.15.605 may not be
23 inconsistent with those statutes or with regulations adopted by the state bond |
24 committee under those statutes. To the extent that regulations adopted by the
25 department arc inconsistent with AS 37.15560 - AS 37.15.605, with regulations
26 adopted by the state bond committee under those statutes, or with the covenants of a |
27 bond reso’jtion adopted under AS 37.15.573. the provisions of AS 37.15560 -
28 37.15.605. the regulations adopted under those statutes, and the covenants of the bond
29 | resolution govern.

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

31 of changing Rule 3. Alaska Rules of Civil Pnvsdurc, by limiting, to the Superior Court for
|
32 the State of Alaska. First Judicial District at Juneau, the venue district in which a proceeding
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