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Alaska Clean Water Fund

State Wastewater Loan Program

Intended Use Plan

September 2005

PROGRAM OVERVIEW

The purpose of the Alaska Clean Water Fund (ACWTF) is to make low interest loans available to
Alaskan municipalities and other qualified entities to finance wastewater and water quality
related projects.

Loans can finance up to 100 percent of eligible planning, design and construction costs for a
project. These loans can also serve as local match for the Alaska Department of

Environmental Conservation (ADEC) Municipal Water, Sewer and Solid Waste Matching
Grants Program and most other federal and state funding prograrus.

Projects and associated costs eligible for funding are described in Title 18, Chapter 76 of the
Alaska Administrative Code and include:

Fundable under
* Wastewater Treatment Facilities
* Sewer Interceptor and Collection Systems

* Storm Water Collection and Treatment
 Nonpoint Source Prevention and Restoration Projects

¢ Estuary Enhancement Projects

The ADEC Municipal Grants and Loans Section (MG&L), in the Division of Water, administers
these loans. Regulations for this loan proram are containted in 18 AAC 76. The program is audited
under the State of Alaska’s Single Audit Act. An independent, third-party audit is also conducted
each year.

The purpose of the Intended Use Plan (IUP) is to describe how we plan to admunister and manage the
Alaska Clean Water Fund during the next year.
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PROGRAM GOALS
The ADEC administers the Alaska Clean Water Fund, guided by the following long and short term

goals:

Long Term

1.

2

3.

Protect public health and the waters of the State by offering financial assistance for the
planning, design and construction of eligible projects.

Assist local communities as they strive to achieve and maintain statewide compliance with
federal and state water quality standards.

Facilitate the construction of projects by prov1dmg a long term source of financing to
assist communities in attaining and maintaming compliance with the Clean Water Act as
amended by the Water Quality Act Amendments of 1987, PL 100-4.

Promote coordinated efforts by the State and eligible entities to expedite funding of
eligible projects.

Short Term

1.

2.

3.

4.

Provide low interest loans of $38 million dollars to communities for eligible wastewater
treatment or nonpoint source pollution projects.

Complete the next Capitalization Grant Agreement with the U.S. Environmental Protection
Agency for Alaska’s FFY 05 Title VI allocation.

Initiate a fund transfer from the Alaska Clean Water Fund to the Alaska Drinking Water
Fund.

Implement the use of the “one-page” environmental summaries to meet the federal
Environmental Results Initiative reporting requirement.

LOAN FUND PROCESS

Annually ADEC identifies funding sources, selects projects and distributes the funds to projects
according to approved criteria and federal and state regulations.

Funding Sources (As of September 15, 2005)
For this Intended Use Plan, ADEC has several sources of funds available to support the proposed
project financing and program administrative costs. The table on the following page summarizes the
monies contributed and the commitments and expenditures made since the inception of the program.
The difference between the funds available and program commitments is the amount of funds available
to use during this grant cycle. The following describes more fully each item in the table:

- The total amount of federal monies granted to the program up until this application cycle is

$137,665,762.

- The federal grant request to EPA this year will be for $6,414,400, matched by state funds of

$1,302,600.

- State approprations of $19,807,300 and bond receipts of $8,010,96C were secured earlier.

- Other significant funding sources include investment interest earnings of $19,348,858,
principal repayments on loans of $54,561,838 and interest repayments of $19,587,358.

- Investment earnings and principal and interest payments of $10,241,761 are expected to be

paid into the Fund during SFY 0Cé.
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- The total amount of loan commitments made by the program to date 1s $208,748,718.
This amount accounts for deobligated funds from those projects that have completed

construction.

- The program intends to pursue the transfer of $15,000,000 from the Clean Water Fund to

the Drinking Water Fund.

- The program has set aside a total of $5,763,206 to pay for the costs of administering the

program.

- Previous bonding and transactions costs totalling $8,060,951 include admimistrative, bond
sale and interest costs resulting from the sale of bonds that were incurred in previous years.

- The bonding and transaction costs to be paid are anticipated administrative, bond sale and
interest costs that will result from the sale of bonds later in the current year. A total of

$1,314,600 in these costs has been committed.

A total of $38 million dollars will be available upon award of the federal fiscal year 2005 grant. The
$38 million will be used to fund projects listed on the ACWF Funding Priority List for Point Source

projects (Appendix Ia) and NonPoint Source projects (Appendix I

o).

T

Funding Sources:
Federal Grants
FFY 05 Federal Allocation
FEY 05 State Match Appropriation Bond Receipts
State Match - General Funds
State Match - Bond Proceeds
Investment Interest
Repayment

Loan Panapal 54,561,838
19,587,358

Loan Interest
Projected 2006 Repayments and Investment Eamnings

Funds Available

Program Commitments:
Loan Commitments (net of deobligations)
Transfer from ACWF to ADWF
Admmistrative Set-Aside
Previous Bonding and Transaction Costs
Bonding and Transaction Costs to Be Pad

Total Program Commitments
Net Amount Available for Loans

$

137,665,762
6,414,400
1,302,600

19,807,300
8,010,960
19,348,858

74,149,196
10,241,761

S

276,940,837

$208,748,718
$15,000,000
5,763,206
8,060,951
1,314,600

238,887,475

$
S

38,053,362
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Selection of Projects
1. Identification of Priority Projects

On March 2, 2005 questionnaires were sent to each eligible Alaskan municipality and borough. The
purpose of the questionnaires was to collect information about public wastewater and nonpoint
source projects which the communities wished to have considered for loan funding.

Using information from the questionnaires, several groups within ADEC worked together to evaluate
the projects. Appendix ITa and IIb document the criteria used to assess the projects. Those criteria
addressed these topics:

ority Criteria

® Public Health * Prevention

e Water Quality ¢ Restoration

¢ Recerving Water Usage * Stewardship

* Project Continuty ¢ Project Continuity

* Readness to Proceed ¢ Funding Coordination
e Ability to Repay :

These assessments integrate the various water quality demands and needs of the State, assigning the

highest priority to those projects that addressed the greatest public health and/or water quality threats.

After all projects were evaluated, they were ranked according to their scores. Appendix III contains a
detailed listing of AWCEF project descriptions and scores. Using the project scores from the list, a
priority list was prepared which included those projects with the highest rank, limited by the amount
of funding expected to be available.

This year 26% of the amount available to loan (approximately $10 million) is earmarked for projects
that address nonpoint source water pollution. Subtracting the amount allocated to nonpoint source
projects from the total available amount of $38,053,362 leaves $28,275,377 to fund point source
projects. Funding down the Point Source priority list to the Ketchikan Gateway Borough Gravina
Island Sewer Crossing will require $28,967,400, which exceeds the available amount by $692,023.
We will fund this project to the level that there are funds available.

2. Public Review and Comments

The draft TUP, including the ranked priority lists, was mailed to all eligible entities and other
interested parties on our mailing list. The draft ITUP was placed on our website. A thirty-day public
comment period followed with a notice published in a newspaper of statewide coverage, the State of
Alaska homepage as well as the Division of Water website. The notice announced the availability of
the ACWEF draft priority list, criteria system and priority list funding procedures. Comments were
solicited during this public notice period. Appendix V is reserved for these comments and responses.
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Distribution of Funding

1. Projects to be Funded

Following consideration of all public comments received, ADEC reevaluated the project
ranking and prepared a final list of projects. The funding portion of the list (Appendix Ia and Ic)
represents those projects, ranked by score, for which funding is expected to be available. The
planning portion of the list (Appendix Ib) represents those projects whose rank falls below the
funding portion of the list, and for which funding is not expected to be available. Project
descriptions for all projects are presented in Appendix III.

2. Project Information

Appendices IVa and IVb contain estimated dates for binding loan commitments, construction
starts and the initiation of operation for projects anticipated to be funded by this intended use plan
and associated loan amounts.

3. Disbursements

The original estimated disbursement schedule for Point Source loan projects 1s presented in
Appendix VIa. The estimated disbursement schedule for NonPoint Source loan projects 1s pre-
sented in Appendix VIb. These schedules are based upon target dates for binding commitments,
beginning construction and initiating operations contained in Appendices IVa and IVb.

4. Federal Payments

Alaska’s proposed payment schedule for the FFY 05 grant allotment is shown below: This
schedule was developed based on projected needs for project construction and execution of loan
agreements.

FFY 06 FFY 06 FFY 06 FFY 06

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter
$1,000,000 $1,000,000 $1,550,550 $2,863,850

Note: The federal payment schedule above was determined as follows:

1. The binding commitment schedule was reviewed. Estimated binding commitment amounts and
estimated state administrative payment requests were added together for each federal fiscal year
quarter in which they are scheduled to be paid, resulting in a total quarterly cash requirement.

2. The total quarterly cash requirement amounts were multiplied by 83 ¥/, percent in order to find
the federal share of each quarterly binding commitment (in accordance with federal regulation 40
CFR 35.3155 (d)(5)). These numbers are reflected in the federal payment schedule shown above.
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5. Bypass of Projects

Because the federal government provides significant funding for the ACWE, we have to agree to
execurte a certain amount of loan funds in a timely manmner. If we do not, we could lose these

federal funds.

If a commumnity with a project on. the fundable portion of the List has not turned in a completed loan
application package or has not completed the state environmental review process, we may bypass
them for another project on the priority list that is ready to proceed including planning list projects.
If a loan application is not submitted for a project within four (4) months after being placed on the
priority list, the project can, without justification, be automatically by-passed to a lower scoring
project that is ready to proceed.

For projects with equal scores, we will consider the following ctiteria to decide which to fund first
when:
1. An earlier construction date is required as a result of a compliance agreement or other
legal order from EPA or ADEC.
2. An earlier date for submitting a completed application is anticipated.
3. A project is already under construction.
4. Projects are from the same commumity, the community may request one be placed first.

6. Fund Transfer

The State is considering the transfer of funds from the Alaska Clean Water Fund (ACWE) to the
Alaska Drinking Water Fund (ADWEF). Federal regulations allow a transfer of up to an amount
equal to 33% of the Drinking Water Capitalization Grants. Demand for financial assistance in the
ADWETF has been high and has resulted in fewer dollars available for eligible projects. Although
current documented needs exhibit greater project demand for funding through the ACWE han the
ADWF, binding commitments have been increasing significantly in the ADWF program.

To equalize the disparity of funds available in each program, the State proposes to transfer
$15,000,000 of the maximum allowable 33% the uncommitted repayment revenue from the ACWF
to the ADWE.

It is anticipated that the transfer of these funds will occur within the SFY 2006. Prior to
transferring these funds, the program will request that the State’s attorney general review the legal
authority to make the transfer. Once legal authonty is established, the ACWEF will proceed to
transfer funds to the ADWEF. In addition, the ACWF Operating Agreement between the State and
EPA will require an amendment to include fund transfer terms.
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ADDITIONAL LOAN FUND POLICIES

Assurances

1. Binding Commitments

ADEC will enter into loan agreements for 120 percent of the federal capitalization grant within
one year of receipt of each payment from the federal government, as required by federal law.

2. Expeditious and Timely Expenditure

All funds will be expended or obligated in a timely and expeditious manner. First priority for all
loans will be to assure compliance with the Clean Water Act as amended by the Water Quality Act of
1987.

3. First Use Requirement

Alaska communities do not appear on the National Municipality Policy Non-Compliance List.
Therefore, the “first use” requirement of 40 CFR 35.3135 (¢) has been satisfied.

4. Title IT Equivalency Compliance

The Clean Water Act and subsequent EPA regulations instituted the CWSRF Loan Program with
numerous federal laws and authorities (Appendix VII). ADEC requires compliance with these
federal laws and authorities on all ACWF loan projects.

5. Environmental Review

All projects receiving Alaska Clean Water Fund loans will be subject to the EPA approved Environ-
mental Review Procedures of the Alaska Clean Water Fund.
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Administrative Uses

A state can use up to four percent of the federal capitalization grant to administer the fund
(40 CFR 35.312C (g)). For SFY06, ADEC plans to use $330,600 for administrative purposes.
This will leave $402,473 in reserve for future administratve use.

=&

Federal grants priorto FFY 05 137,665,762
FFY 05 request 6,414,400

Total federal grants requested $ 144,080,162

Allowable administrative funds (4% of $144,080,162) = $ 5,763,206
Administrative funds used prior to SFY 06 $ 5,030,133
SFY 06 administrative amount requested 330,600
Total administrative funds requested $ 5,360,733

Allowable administrative funds $ 5,763,206
- Total Administrative funds requested 5,360,733
Amount to be reserved §$ 402,473

Fee Account

SRF regulations were amended effective December 29, 200 to iniatiate a fee structure that will
eventually supplant the use of the four percent administrative set-aside. The fees we collect can
only be used for administrative purposes directly related to the fund. Smce December 29, 2000,
we have collected $1,848,766 in fees.

Loan Terms

ADEC recently amended the ACWF regulations lowering the finance charge assessed on loans.
Effective April 28, 2005, loans with a contract term of five to 20 years can be assessed an
effective finance charge rate of one and one-half (1.5) percent or 20 percent of the current bond
rate as defined by the Municipal Bond Index. Loans with a contract term of one to five years can
be assessed an effective interest rate of one (1) percent or 12 1/2 percent of the current bond
rate as defined by the Municipal Bond Index. Any loan term less than one year is assessed a one-
half (C.5) percent finance charge.
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Capitalization Requirements

In accordance with Title VI, Section 602(b) of the Clean Water Act as amended by the Water Quality
Act of 1987, PL 100-4, Alaska will accept capitalization grants in accordance with a schedule jointly
agreed upon by ADEC and EPA.

A required state match equaling 20 percent of the federal capitalization grant ($1,302,600) will be
deposited into the fund. Each loan payment made from. the fund will follow the EPA rules of
proportionality. State monies, which have been deposited into the Alaska Clean Water Fund, will be
added to the cumulative EPA Capitalization Grant amounts and then divided by the cumulatve State
appropriations deposited into the fund to determine the State’s proportional share of each loan
payment made to a community.

ADEC will provide the required state match from short term bonding this year. By using a shortterm
bonding technique, ADEC uses, as collateral, the mterest income of the Fund to acquire bond receipts
and save approximately $1.3 million in state general funds. This process effectively substitutes bond
receipts for interest income. ADEC is required to document that sufficient mnterest income exists in
an amount equal to or greater than the proposed bonding amount and that this process will still
allow the Fund o grow in perpetuity. ADEC’s program audits have documented the availability of
the required amount of mrerest.
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4 APPENDIX Ia

ALASKA CLEAN WATER FUND

Point Source Funding Priority List
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" APPENDIX Ila

ALASKA CLEAN WATER FUND

Point Source Priority Criteria



ALASKA CLEAN WATER FUND
=1 STATE REVOLVING FUND (SRF)
PRIORITY CRITERIA FOR
POINT SOURCE PROJECTS

Alaska has established the following criteria {o prioritize point source wasfewater projects
seeking funding from the Alaska Clean Water Fund, the Clean Water Act State Revolving
Loan Fund. These criteria rank point source projects (CWA Sec.212) by their relative threals
to public health and the environment. The results of the most recent 303(d) list priorities will
be utilized for identifving important water quality issues.

Assigned
PUBLIC HEALTH CONSIDERATIONS (only one) Points
1. A human disease event exists, documented by a recognized public 350
heaith authority. Construction of this project will correct the problem.
2. Current conditions are severe enough that a disease event can occur, but 300
has not been reported. This project will resolve the problem.
3. Conditions are not probable that a disease event will occur. This project 200
will minimize potential fisture public health problems.
WATER QUALITY CONSIDERATIONS (only one)
1.  This project will correct a documented pollution event in a:
303 d Isted High Priority Water 250
303 d Listed Medium Priority Water 240
303 d Iisted Low Priority Water 230
Non-303 d listed Water 220
2. Current conditions are severe enough that a poliution event can occur, but
has not been reported yet. This project will correct the problem m a:
303 d tsted High Priority Water 230
303 d listed Medum Priority Water 220
303 d listed Low Priority Water 210
Non-303 d Listed Water 200

3. This project will minimize the potential for fiture polhtion events 100



RECEIVING WATER USE (only one)

This project addresses adverse mmpacts to:

1.  Freshwater/groundwater
drinking or food processing
propagation of fish, shellfish, etc., as a food source
water contract recreation

2. Marine waters/estuaries
propagation of fish, shellfish, etc., as a food source
water contract recreation

LOCAL INITTIATIVE (only one)

1. This project will complete a project that bas already begun construction

and has completed an environmental review.
2. This project has completed the facility planning process.
3.  Engneering plans have been prepared.
4, A feasibility study for this project has been prepared.

FUNDING COORDINATION (only one)

1. This project will use other state, federal or local finds.

ABILITY TO REPAY (both possible)

1. A viable repayment source has been identified.

2. Financial instruments, ordinances, agreement, etc.,
are in place to assure repayment.

AFFORDABILITY CRITERIA (only one)

1. Loan cost to population benefiting ratio

Cost/population ratio 0 - 400
Cost/population ratio 401 - 4,000
Cost/population ratio >4,000

Assigned
Points

10

50
40
30
20

15

10

10

15
10



4 APPENDIX IIb

ALASKA CLEAN WATER FUND

NonPoint Source Priority Criteria



ALASKA CLEAN WATER FUND
=] STATE REVOLVING FUND (SRF)
PRIORITY CRITERIA FOR

NON-POINT SOURCE PROJECTS

Alaska has established the following criteria to prioritize non-point source projects seeking
funding from the Alaska Clean Water Fund, the Clean Water Act State Revolving Loan Fund.
These criteria allow traditional and nontraditional non-point water quality projects (CWA Sec. 319)
to be considered for funding. These criteria address and rank projects by their relative threats fo
water quality and local initiative. The resufts of the most recent 303(d) list priorities will be
utilized for identifving water quality issues considered for the non-point source SRF ranking

process.
Assigned
WATER QUALITY CONSIDERATIONS (only one) Pomnts

PREVENTION

This project's man emphasis is prevention of non-pomt source pollution in a:
303 d hsted High Priority Water 100
303 d listed Medium Priority Water 90
303 d listed Low Prionity Water 30
Non-303 d listed Water 60

RESTORATION

The proposed project's goal is to restore water quality in a water body identified

as impaired or polluted m the most recent 303d List. This project mplements a

TMDL or load allocation or otherwise addresses a water quality problem that

has resulted mn a water body designed as impared m a:
303 d listed High Priority Water 70
303 4 listed Medmum Priority Water 60
303 d listed Low Priority Water 50

STEWARDSHIP

The proposed project will improve or maintain water quality m a:
303 d listed High Priority Water 50
303 d listed Medum Priority Water 40
303 4 listed Low Priority Water 30
Non-303 d ILsted Water 20



Assigned

LOCAL INITIATIVE CONSIDERATIONS (only one) Pomts
A TMDL, a corrective plary, or a 319 grant application has been approved. 25
A draft TMDL or corrective action plan has been developed, or a draft 20
319 grant application has been prepared.
An environmental review has been performed for the proposed project. 15
A feasibility study that demonstrates the need and costs for the project has 10
been completed.
A drafi feasibility study has been completed or monitormg for the project 5
has begun

FUNDING COORDINATION (both possible)

This project will utilize other federal or state fimds. 10

This project will utilize local fimds or local n-kind contributions. 5

NPS STRATEGY IDENTIFIED PRIORITIES (only one)

Any storm water project. 40
Any petroleum contammation/irestoration 30
Any commumity landfills 20

Al other identified m NPSS 10
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ALASKA CLEAN WATER FUND

Scoring Distribution of ACWF Projects
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~ APPENDIX IVa

ALASKA CLEAN WATER FUND

Point Source Project Detail
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 APPENDIX IVb

ALASKA CLEAN WATER FUND

NonPoint Source Project Detail
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" APPENDIX V

ALASKA CLEAN WATER FUND

Public Comments




During the public comment period, the department received comments from the Municipality of
Anchorage related to the scoring process. The Municipality also submitted a project that had been
inadvertently deleted from their original submission. During the public comment period, a loan
increase was executed for $1,000,000 for the Anchorage Facility Replacement and Rehabilitation
project, a loan for $5,500,000 was executed with the City of Ketchikan for the Wastewater Collec-
tion System Improvements project, a loan for $840,000 was executed with the City of Cordova for
the Wastewater Treatment Plant Upgrades project, a loan for $1,150,000 was executed with the
City of Palmer for the Southwest Sanitary Sewer Interceptor project and a loan increase for
$2,000,000 was executed for the Anchorage SCADA. Sewer project.

This final IUP reflects comments received and the resulting changes.
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 APPENDIX VIb

ALASKA CILEAN WATER FUND

Estimated Disbursement Schedule
for NonPoint Source Projects
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Federal “Cross-Cutting” Authorities



ALASKA CLEAN WATER FUND
Appendix VII List of Federal “Cross-Cutting” Authorities

Archeological and Historic Preservation Act of 1974, PL 93-291

Clean Air Act, 42 USC. 7506(c)

Clean Water Act, PL 92-500, as amended

Coastal Barrier Resource Act, 16 USC. 3501 et seq.

Coastal Zone Management Act of 1972, PL 92-583, as amended

Endangered Species Act, 16 USC. 1531 et seq.

Protection and Enhancement of the Cultural Environment Executive Order 11593

Floodplain Management, Executive Order 11988

Farmland Protection Policy Act, 7 U.S.C. 4201 et seq.

Fish and Wildlife Preservation Act of 1966, PL 890665, as amended

Wild and Scenic Rivers Act, PL 90-542, as amended

Historic Sites Act of 1935, 16 USC. 461-467

Demonstration Cities and Metropolitan Development Act of 1966, PL 89-754, as amended
Executive Order 11738

Age Discriminanon Act, PL 94-135

Givil Rights Act of 1964, PL 88-352

Prohibition Against Sex Discrimination Under the Federal Water
Polhation Control Act, Section 13 of PL 92-500

Equal Employment Opportumnity, Executive Order 11246

Women’s and Minority Business Enterprise, Executive Order 11625

Women'’s and Minority Business Enterprise, Executive Order 12138

Women'’s and Minority Business Enterprise, Executive Order 12432

Rehabilitation Act of 1973, Executive Order 11914

Rehabilitation Act of 1973, Executive Order 11240

Uniform Relocation and Real Property Acquisition Policies Act of 1970, PL 91-646

Debarment and Suspension, Executive Order 12549

Safe Drinking Water Act, Section 1424(e), PL 92-523, as amended

Wetlands, Executive Order 11990

Environmental Justice, Executive Order 12898

Small Businesses in Rural Areas, PL 100-590

Drug Free Workplace, PL 100-690

Antilobbying, PL 101-121
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