























either the Point Source or NonPoint Source funding list, as long as funding is available. Exception to this
rule is discussed in the following paragraph.

This year’s federal funding of the ACWF is the requirement to meet minimal funding needs for offering
loans with subsidies and projects with Green eligible components. To meet these mandated minimal
funding needs, the Department will if necessary bypass a priority listed project with the next highest
scored eligible project off the planning list which meets these requirements. This bypassing will be done
until funding requirements are minimally met for funding subsidy and Green projects. Further
information on these funding requirements may be referenced on page 9 and 10.

If any projects are equal in scoring, the following sequence will be used to differentiate between them:

1. The project has been identified as having Green project components.

2. Ifaproject requires an earlier construction date, as a result of a compliance agreement or other
legal order from EPA or DEC, that project will be placed ahead of the others.

3. A project with an earlier anticipated date for submitting a completed application will be moved
forward.

4. Ifaproject is already under construction and the environmental review has been completed, that
project will be moved ahead.

5. If the projects are from the same city, the city may request that one be placed ahead of the other.

6. The individual scores from each criteria category will be compared until a difference is found.
The project with the highest score in the individual category will be placed first.

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. The
following table documents the ACWF loan program compliance with that requirement. This calculation is
accurate as of March 31, 2010:

FUNDS AVAILABLE AS OF JUNE, 2010:

Total Federal Total Total Total TOTAL
Cap Grants Total State  Total Principal ~ Total Interest Investment Total Administrative Bonding FUNDS
Awarded Match Repayments Repayments Interest Transfers Set-Aside Costs AVAILABLE

163,671,962 32,594,352 104,461,565 22,900,260 38,365,887  (29,000,000) (7,034,638) (15,285,337) 310,674,051

TOTAL BINDING COMMITMENTS AS OF MAY 6, 2011:; 320,965,143
BINDING COMMITMENTS AS A PERCENTAGE OF FUNDS AVAILABLE: 103%

Additionally, to assure expeditious and timely expenditure of funds, new for this year is the requirement
that a first disbursement for a loan must be made within two years after signing of the loan agreement. If
no disbursement is made within the two year period, the Department may take action to recall the loan;
however, an extension may be granted upon a community’s request, if there is reasonable justification.
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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(e) has been satisfied.

4. Title II Equivalency Compliance

The Clean Water Act and subsequent EPA regulations instituted the Clean Water State Revolving Fund
loan program with numerous federal laws and authorities (Appendix VII). ADEC requires compliance
with these federal laws and authorities on selected ACWF loan projects.

5. Environmental Review
All projects receiving ACWF financial assistance will be subject to the EPA approved Environmental
Review Procedures of the ACWF.

6. Reporting

New under this year’s IUP will be the requirement for submission of quarterly project status reports for all
communities with funding agreements in place. Reporting will commence after an agreement is fully
signed and submitted at the end of every State fiscal quarter thereafter and continue until final
disbursement is made. The Department will provide necessary forms for this reporting and the report will
be used to provide a project status update and current financial utilization information on the loan.

Additionally, the Department will provide information to EPA as needed for national reports, public
inquiries, or Congressional inquiries. DEC will continue to meet the federal Environmental Results
Initiative reporting requirements by inputting environmental summaries, referred to as “one-pagers” on
ACWEF projects, on an on-going basis and not less than quarterly. A summary of all “one-pager” will be
presented in the ACWF annual report.

7. Additional Subsidization — Disadvantage Community Assistance

Under the FFY11 federal capitalization grant, at least 30% of the applicable portion ($2,726,540) of the
grant must be offered in the form of additional subsidies. The Department has chosen to offer a total
amount of $817,962 as additional subsidization, $654,370 (80%) for Point Source and $163,592 (20%)
for Non-Point Source as principal forgiveness in an amount up to 10% of the value of a loan made by the
State’s CWSRF Program. However, only a $150,000 cumulative maximum subsidy amount per
community is allowed for all projects in receipt of funding to the community. Additionally, for projects
with qualifying Green Project Reserve components, a 12% subsidy or an $180,000 cumulative maximum
subsidy amount per community will be made available.

For project eligibility, the Department has chosen to give loan subsidies as disadvantaged community
assistance. Disadvantaged communities are provided a subsidy as part of their project assistance to help
alleviate economic hardships for constructing a capital project. A community is considered disadvantaged
if its:

« MHI (Median Household Income) is less than the state average MHI that is currently published by
the Alaska Department of Commerce, Community and Economic Development or by the U.S
Census Bureau, whichever is greater

OR,

+ Rate of unemployment is above the state average unemployment rate that is currently published by
the Alaska Department of Commerce, Community and Economic Development or by the U.S
Census Bureau, whichever is greater.
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For a community to qualify for disadvantaged assistance, they need to meet one of the above criteria. For
Borough’s of the State, the above criteria can be used for a specific community within the Borough if the
project is solely benefitting just that community.

If a community meets their maximum cap on one or more of higher ranking project(s), and has additional
projects listed on either list, those projects will only be funded with no subsidy. Additionally, the priority
lists on Appendix Ia and Ib demonstrates that at least 30% of the capitalization grant amount will be
provided via principal forgiveness. Any subsequent revision to this Fundable Project Priority list will
likewise demonstrate that at least 30% of the grant will be provided via principal forgiveness.

8. Green Infrastructure

Under the total FFY 11, the capitalization grant amount awarded to the State, and to the extent there are
sufficient eligible project applications, not less than 20% ($1,765,400) of funding provided for projects
must be used for following category types: green infrastructure, water or energy efficiency improvements,
and environmental innovative activities. Green projects are listed under Appendix Ia and Ib by indication
of green project category type and whether project justification is either categorical, or requires a business
case demonstration.

Under this IUP, four projects listed on the Project Priority lists have been identified as being a Green
project based on USEPA current guidance. The cumulative amount of these projects is $8,963,000
($180,000 additional from amended IUP added projects), which exceeds the 20% minimal required
amount by $7,197,600. If insufficient green eligible components are determined for meeting the Green
Project Reserve, the Department will withhold any deficient green project fund amount which may be
needed for meeting the minimal reserve amount of $1,765,400.

ADMINISTRATIVE USES

ADEC is allowed to use up to four percent of the federal grant amount for administrative purposes (40
CFR 35.3120(g)). In SFY 12, ADEC is requesting $353,080 to be used in administering the program.
This request will bring the total administrative funds requested to $6,128,962. As the table below shows,
ADEC has not yet requested the allowable amount of $7,387,718 for administering the program. A total
of $1,258,756 is being reserved for future administrative costs.

Calculation of Administrative Reserves

FFY 11 Grant

Federal grants prior to FFY 11 $175,865,962

FFY 11 Capitalization Grant 8.827.000

Total federal grant requested  $184,692,962

Allowable administrative funds (4% of $7,387,718
$184,692,962)

Administrative funds used prior to SFY 12 $5,775.882

SFY 12 administrative amount requested 353.080

Total administrative funds requested $6,128,962

Allowable administrative funds $7,387,718

- Total Administrative funds requested 6,128,962

Amount to be reserved $1,258,756
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SRF regulations were amended to initiate a fee structure that will eventually supplant the use of the four
percent administrative set-aside. Under EPA guidance, the fee we collect can only be used for
administrative purposes to help manage the program. Effective December 29, 2000, the program has been
collecting loan administration fees equal to one-half percent (0.5%) of the principal loan balance on
scheduled repayments. As of April 30, 2011, the program has collected $4,501,563*.

LOAN TERMS

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 18.75 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 Y 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 (0.5) percent finance
charge. In addition, with the exception of loans that are paid off in less than one year, all other loan terms
include a one-half (0.5) percent administrative fee as part of the overall finance charge.

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 $1,765,400 will be deposited
into the fund. Each loan payment made from the fund will follow the EPA rules of proportionality.

ADEC will provide the required state match from short term bonding this year. By using a short term
bonding technique, ADEC uses, as collateral, the interest income of the Fund to acquire bond receipts and
avoids use of any general funds from the State budget. This process effectively substitutes bond receipts
for interest income. ADEC is required to document that sufficient interest income exists in an amount
equal to or greater than the proposed bonding amount and that this process will still allow the Fund to
grow in perpetuity. ADEC’s program audits have documented the availability of the required amount of
interest.
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ALASKA CLEAN WATER FUND

Point Source Priority Criteria




' ALASKA CLEAN WATER FUND
; STATE REVOLVING FUND (SRF)
H N PRIORITY CRITERIA FOR SFY12
lﬂ POINT SOURCE PROJECTS

Alaska has established the following criteria to prioritize point source wastewater 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 threats to public health
and the environment. The results of the most recent 303(d) list priorities will be utilized for
identifying important water quality issues.

Assigned
PUBLIC HEALTH CONSIDERATIONS (only one Points
1. A human disease event exists, documented by a recognized public 350
health authority. Construction of this project will correct the problem.
23 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 future public health problems.
4, This project has no significant health related issues 0
WATER QUALITY CONSIDERATIONS (only one)
1. This project will correct a documented pollution event in a:
303 d listed High Priority Water 250
303 d listed Medium Priority Water 240
303 d listed Low Priority Water 230
Non-303 d listed Water 220
28 Current conditions are severe enough that a pollution event can occur, but
has not been reported yet. This project will correct the problem in a:
303 d listed High Priority Water 230
303 d listed Medium Priority Water 220
303 d listed Low Priority Water 210
Non-303 d listed Water 200
3. This project will minimize the potential for future pollution events 100
4. This project will minimal impact on future pollution events 0

CW Point Source Criteria Page 1 Appendix lla



RECEIVING WATER USE (only one)

This project addresses adverse impacts to:

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

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

33 This project will not significantly address any adverse water quality impact:

LOCAL INITIATIVE (only one)

1. This project will complete a project that has already begun construction
and has completed an environmental review.

2. This project has approved engineered plans and has a prepared or
completed environmental review.

38 Engineering plans have been prepared.
4. A feasibility study for this project has been prepared.

St No planning or study document has been completed.

FUNDING COORDINATION (only one)

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

2. Not yet determined.

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.

3. Not yet determined.

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

CW Point Source Criteria Page 2

Assigned
Points

50
40

30
20

15

10
10

15
10
5
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=) ALASKA CLEAN WATER FUND
==| STATE REVOLVING FUND (SRF)
i \J PRIORITY CRITERIA FOR SFY12
A=) 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 to water quality and
local initiative. The results of the most recent 303(d) list priorities will be utilized for identifying water
quality issues considered for the non-point source SRF ranking process.

Assigned
WATER QUALITY CONSIDERATIONS (only one) Points
PREVENTION
This project's main emphasis is prevention of non-point source pollution in a:
303 d listed High Priority Water 100
303 d listed Medium Priority Water 90
303 d listed Low Priority Water 80
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 in the most recent 303d list. This project implements a
TMDL or load allocation or otherwise addresses a water quality problem that
has resulted in a water body designed as impaired in a:
303 d listed High Priority Water 70
303 d listed Medium Priority Water 60
303 d listed Low Priority Water 50
STEWARDSHIP
The proposed project will improve or maintain water quality in a:
303 d listed High Priority Water 50
303 d listed Medium Priority Water 40
303 d listed Low Priority Water 30
Non-303 d listed Water 20

CW Non-Point Source Page 1 Appendix Hb



Assigned

LOCAL INITIATIVE CONSIDERATIONS (only one) Points
A TMDL, a corrective plan, 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 draft feasibility study has been completed or monitoring for the project 5
has begun
A feasibility study is proposed, or no action has been taken 0

FUNDING COORDINATION (both possible)

This project will utilize other federal or state funds. 10
This project will utilize local funds or local in-kind contributions. 5
Not yet determined 0

ABILITY TO REPAY (both possible)

A viable repayment source has been identified. 10

Financial instruments, ordinances, agreement, etc., 10
are in place to assure repayment.

Not yet determined 0
NPS STRATEGY IDENTIFIED PRIORITIES (determinded by ADEC)

Any storm water project. 40

Any petroleum contamination/restoration 30

Any community landfills 20

All other identified in NPSS 10

CW Non-Point Source Page 2 Appendix [Ib
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APPENDIX IVa.

ALASKA CLEAN WATER FUND

Point Source Project Detail
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APPENDIX IVb

ALASKA CLEAN WATER FUND

Non-Point Source Project Detail
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APPENDIX V

ALASKA CLEAN WATER FUND

Public Comments




During the 30 day June 11" — July 11", 2011 public comment period, only EPA provided
comments on the draft intended use plan; their comments are summarized as follows:

e On page 5 of the narrative section of the IUP, EPA addressed concern with the summary
line item titled “Loan Applications Pending (Potential),” which a project must be listed
in the new SFY 2012 IUP to receive funding or that at least a binding commitment is
made with the community prior to finalizing the new IUP.

In response, DEC confirmed with EPA that all pending loan applications for projects
that were not relisted on the new IUP have been given letters of binding commitment
from the Department.

e On page 9 of the narrative section of the IUP, EPA requested the follow addition be
made to the second to last sentence in Section 6 — Reporting: “"DEC will continue to
meet the federal... ACWF project, on an on-going basis and not less than quarterly.”

In response, DEC concurred with the new verbiage and sentence was updated.

e Also, on page 9 of the narrative section of the IUP, EPA provided a reminder that under
the Section 7 — Additional Subsidization — Disadvantage Community Assistance, that
although DEC is providing assistance to disadvantaged communities it is based on the
highest ranked project per community, regardless of whether or not the project fits
"sustainability" goals.

e Under Appendix Ia, EPA noted a typo in the title of the Point Source Priority Planning
Project List which incorrectly stated Fiscal Year 2011 instead of correctly stating Fiscal
Year 2012.

In response, DEC concurs with the typo and the error has been corrected.

e Under Appendix III, page 2 of 9, Anchorage Regional Landfill Expansion Cell 9 project
— EPA noted the project to be identified as a 319 project and the eligibility reference
given is "the need to upgrade failed community landfills to ensure leachate control and
water quality concerns are met."; however, the project is not a failed landfill it is
construction of a new landfill cell. EPA suggested the project be funded as a 212 project
or either further explanation is needed as to how this is eligible given the 319 citation, or
a new section of the statewide Nonpoint Source Strategy plan needs to be used.

In response, DEC has updated the eligibility reference from the statewide Nonpoint
Source Strategy plan that is more applicable the project scope of work.
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¢ Additionally under Appendix III, page 2 of 9, Solid Waste Transfer Equipment project —
EPA noted concerns with Green Project Reserve (GPR) eligibility and the overall
general eligibility of the project with listed equipment items being questionably eligible
under the loan program.

In response, DEC will confirm a well documented business case for justification of GPR
eligibility, and DEC has ensured EPA that equipment items listed are necessary for
eligible water quality operations of the landfill site.

e Appendix III, page 8 of 9, Baranof Street Sewer Replacement and Harbor Terrace Lane
Sewer Mainline Installation projects — EPA made GPR related suggestions for both
projects in which either one was very marginal in being justified and the other more
justified but not listed as being a GPR eligible project.

In response, DEC will as noted before confirm a well documented business case for
justification of GPR eligibility.

During the 10 day December 24", 2011- January 2™, 2012 public comment period for the
amended IUP, no comments were received.
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APPENDIX VII

ALASKA CLEAN WATER FUND

Federal “Cross-Cutter” Authorities

>




ALASKA CLEAN WATER FUND

List of Federal “Cross-Cutting” Authorities

Archeological and Historic Preservation Act of 1974, PL 93-291
Clean Air Act, 42 U.S.C. 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 U.S.C 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 1935,16 U.S.C. 461-467

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

Age Discrimination Act, PL 94-135

Civil Rights Act of 1964, PL 88-352

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

Equal Employment Opportunity, 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

Debartment 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

Anti-lobbying, PL 101-121



