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New Water DWRLF 1999-2000 Biennial Report

I. INTRODUCTION

The State of New Water is pleased to submit the Biennid Report on the Drinking Water Revolving Loan
Fund (DWRLF) for State Fisca Years (SFY's) 1999 and 2000. The Report addresses operation of the
DWRLF during the time period from July 1, 1998 through June 30, 2000. During thet time period New
Water received capitaization grant awards for the federal FY 1997 and FY 1998 dlotments.

We provide this comprehensive report to the public and to the EPA Regiond Office to detail the
activities undertaken to reach the goals and objectives st forth in the Intended Use Plans (IUPS)
developed for SFY 1999 and SFY 2000. The report documents the status of the program by
describing the progress made toward long- and short-term program godls, the sources (e.g., federa
grants) and uses of dl funds (eg., loans), financia status of the DWRLF, and compliance with federd
Drinking Water State Revolving Fund requirements.

We present the Biennid Report in five mgjor sections. Section |1 of the report provides a summary of
progress made toward reaching long- and short-term goals of the program. Section |11 reports details
on loan and sat-adide activities. Section 1V provides an overview of financid conditions of the program.
Finaly, Section V reports on our compliance with provisons of the federd capitdization grant agreement
and the operating agreement.

NEW WATER DWRLF - OVERVIEW
SFY 1999 and SFY 2000

Total Investment: $43,172,052
Number of Projects (Closed Loans): 27
Project Funding (Closed Loans) $29.3 million
Total Population Served: 2.1 million
Average Interest Rate: 3.8 percent

Average Repayment Period: 20 years

Small Systems Funded: 16 for $8.2 million

Disadvantaged Community Loan Funding: 8 for $5.2 million
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II. GOALS AND ACCOMPLISHMENTS

We developed the goas below for the SFY 1999 and SFY 2000 IUPs. Our long-term goals provide a
framework that guides our management decisons for the DWRLF program. Our short-term goas
support the implementation of the program’s long-term goals.

A. Progress Toward Long-Term Goals

1. Maximize below-market rate loans to eligible public water systems to fund
improvements to eliminate public health threats and ensure compliance with federal
and state drinking water laws and regulations.

2. Maintain the long-term financial integrity of the DWRLF by judicious use and
management of its assets and by realizing an adequate rate of return.

Progress Toward Goals 1 & 2: \We useafinancid planning modd to explore the effects of our
management decisons. The mode provides projections of annud loan funding levels over atwenty year
period. For example, by varying assumptions in the model we can understand the trade-offs of
providing low interest rate loans, disadvantaged community subsidies, and set-aside funding. In
establishing the financia structure of the program we have tried to provide low interest rate loans for
projects that address pressing human hedth problems while ensuring that the DWRLF will serveasa
long-term source of funding. In SFY 2001, we will study these issuesin grester depth as part of amore
thorough analysis of financid decisonsin the program.

3. Use the DWRLF set-aside funds strategically and in coordination with the program
loans to maximize the DWRLF loan account’s impact on achieving affordable
compliance and public health protection.

Progress Toward Goal 3: Set-aside funds should be spent Strategicaly and in coordination with
program loans. We congder the following to be a good example of thistype of coordination:

New Water's Rurd Water Association, New Water’s Rura Community Assistance Program,
and the New Water Association of Community Action Agencies designed ass stance programs
that have had a significant impact on the technicd, financia, and managerid capecity of smdl
sysemsin our sate. The DWRLF bypassed the public water systems of Dawson, Summerville,
and Shaw Creek during SFY 1999 due to concern regarding their technicd, financid and
managerid capacity. However, these towns received set-aside funding to help them increase
their capacity and, as aresult, they received loansin SFY 2000. The use of set-aside funding has
been very effective. We expect that the DWRLF will be able to offer loans to many projects that
would be bypassed wereit not for the efforts of these assistance programs.

4. Target program resources and funds available each year to address the most significant
public health and compliance problems facing the state.
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Progress Toward Goal 4: The DWRLF priority system directs funding to projects that address the
most significant public hedth and compliance problemsin the gate. In SFY 1999, we targeted
enforcement efforts a systems that are chronic violators of bacteriological maximum contaminant levels
(MCLs). Our highest priority violator was the Stanford Water Department, which for the past decade
has had chronicaly high levels of avariety of bacteria, incuding E. coli. A DWRLF loan enabled the
city to afford the ingtalation of a pipeine from anew, proven well to the rest of its water system.

5. Promote the development of the technical, managerial and financial capacity of public
water systems to maintain or come into compliance with state drinking water and
federal SDWA requirements.

6. Encourage the consolidation and/or regionalization of small public water systems that
lack the capability to operate and maintain systems in a cost-effective manner, thus
allowing them to take advantage of the economics of scale available to larger water
systems.

Progress Toward Goals 5 & 6: We developed a capacity development Strategy that ensures al public
water systems will have adequate technica, managerid, and financid capecity. This capacity
development gtrategy, implemented in June 2000, includes a variety of technical and financid assstance
options and encourages consolidation, collaboration, regiondization, and contract operation and

mai ntenance cooperatives.

B. Progress Toward Short-Term Goals

L. Initiate the operation of the DWRLF loan program by immediately providing loans to
fifteen systems confronting high priority acute health risks. (Target Completion: July
1998)

Progress Toward Goal 1: The DWRLF |loan program provided loans to 18 high priority projects by
July 30, 1998. The projects addressed high-priority acute health risks such as bacteriologica and nitrate
MCL violations. (See Table 3.)

2. Develop NWDHE performance tracking measures for the DWRLF program to track:
A. Financial Management (e.g., repayment recycling rate, projected funding levels)
B. Compliance/Public Health (e.g., state-wide compliance improvement)
C. Customer Service (e.g., total population served, disadvantaged communities served).
(Target Completion: September 2000)

Progress Toward Goal 2: The DWRLF program is developing performance tracking measures. Our
staff developed a draft report after reviewing DWSRF performance tracking programs from 6 other
dtates and identifying the measures most relevant to New Water's DWRLF program. The draft report is
now being reviewed. We expect to meet our September 2000 target compl etion date.
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3. Develop accounting management reports to track loan account, set-aside account, and
administrative account activities. Develop separate management reports for each set-
aside activity in the set-aside account. (Target Completion: January 1999)

Progress Toward Goal 3: New Water has developed accounting management reports to track loan
account, set-aside account, and administrative account activities. We have aso developed separate
management reports for each activity in the set-aside account. Our staff developed these reports after
reviewing Smilar DWSRF reports from 6 sates. We have included example accounting management
reports and set-asde management reports in Appendix B.

4. Finalize modifications to loan applicant credit review process for privately-owned
public water systems. (Target Completion: October 1999)

Progress Toward Goal 4: The DWRLF findized the loan gpplicant credit review process for privately-
owned public water systemsin October 1999. The credit review process, conducted by New Water’s
Department of Economic Development (NWDED), is very similar to the process NWDED usesto
evauate loans to private entities in other state programs. In SFY 1999, NWDED provided two loansto
privately-owned drinking water systems totaling $673,500.

5. Review and modify loan agreement and closing documents from the Clean Water
Revolving Loan Fund (CWRLF) for use in DWRLF program. (Target Completion:
July 1998)

Progress Toward Goal 5: \We reviewed |oan agreement and closing documents from the CWRLF
program and modified them for usein the DWRLF program. After modification, these documents were
reviewed and approved by the state’ s legd counsdl. We completed this process by July 1998.

6. Review loan processing procedures and modify as necessary to reflect DWRLF project
requirements. (Target Completion: October 1999)

Progress Toward Goal 6: The DWRLF developed |oan processing procedures after reviewing
proceduresin New Water's CWRLF program and in other states’ drinking water programs. We
completed the development of these procedures by October 1999.

7. Conduct management study within 3 years to review annual DWRLF planning
process, division roles in New Water’s Department of Health and Environment
(NWDHE), need for modification to memoranda of understanding, schedule of
activities, and staffing and personnel levels and training. (Target Completion: August
2000)

Progress Toward Goal 7: The DWRLF began a management study in August 1999. Our program
has tried to implement an adaptive management style; for that reason we do not expect this study to
recommend large scale organization or management modifications. However, we expect that the
process will provide us with a useful opportunity to fine-tune the program.

4
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8. Complete set-aside workplans for each set-aside activity. (Target Completion: October
1998/June 1999)

Progress Toward Goal 8: The DWRLF has completed two years of set-aside workplans for each set-
asde activity. We submitted workplans for federal FY 1997 grant funds to EPA in October 1998. In
June 1999, we submitted workplans for federal FY 1998 grant funds aong with the SFY 2000 IUP.

9. Use local assistance set-aside funds to complete 50 percent of the effort to delineate
and assess source waters in the state by June 2000, and 100 percent of the effort by
June 2001. (Target Completion (100%): June 2001)

Progress Toward Goal 9: NWDHE has delinested and assessed 50 percent of the source watersin
our state. In January 1999, following an 18-month development process, we submitted our Source
Water Assessment Plan (SWAP) to EPA. In July 1999, the SWAP received EPA approval and we
initiated source water delineation and assessment activities. New Water is usng a combination of
approaches to compl ete these assessments. Some source waters are being assessed by NWDHE staff
or state-funded contractors. Other source waters are being assessed by counties, communities, or
water suppliers with the financid assstance of the state. The remaining source waters are being

assessed by locals with state-funded contractor assistance. We have completed 50 percent of this effort
and expect to meet our target completion date of June 2001.

10. Use set-aside funding to support the implementation of the state’s operator
certification program. (Target Completion: December 2000)

Progress Toward Goal 10: Implementation of our revised operator certification program was
completed in June 2000. New Water has certified operators of community water systems that use
treatment since 1967, but to comply with the SDWA, we were required to significantly expand our
program to certify operators of al community and nontrandgent noncommunity systems (including
systems without trestment). We used set-aside funding to add administrative and enforcement personnel
and to augment our operator training contract with our assstance providers.

11. Work with appropriate NWDHE water program sections to complete a capacity
development strategy. (Target Completion: June 30, 2000)

Progress Toward Goal 11: NWDHE has devel oped a capacity development strategy that will provide
public water systerns with tools and financia assistance so that they can obtain and maintain the
technicd, financia, and manageria capacity needed to ensure a supply of safe drinking water. We
developed our capacity development strategy in two stages. Our first god was to ensure that dl new
systems have adequate capacity. Using capacity development set-aside funding, we developed a
program that addresses new system capacity, passed legidation, developed regulations, and
implemented the program by the SDWA deadline of October 1, 1999.

Our second goa was the development of a capacity development Strategy that ensures al public water
systems have adequate capacity. With the assistance of other water program sections and our

5
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stakeholder committee, we identified the technicd, financia, and manageria impediments confronted by
our exigting water systemns and developed a capacity development strategy that addresses those
impediments.

The capacity development strategy, implemented in June 2000, includes a variety of technica and
financia ass stance options and encourages consolidation, collaboration, regionalization, and contract
operation and maintenance cooperatives.

12. Hold kickoff meeting of stakeholder committee. An initial meeting will be held to
discuss goals for the committee and to develop a schedule for the year. (Target
Completion: July 1998)

Progress Toward Goal 12: The stakeholder committee guided the development and implementation of
the DWRLF program. The committee provided vauable input in the development of the capacity
development drategy and the SWAP. We expect it to provide significant input into the recently initiated
DWRLF management studly.

13. Continue outreach activities to ensure systems are aware of and understand DWRLF
assistance options and the loan application process by attending 7 state-wide meetings
to publicize the DWRLF program. (Target Completion: Annually)

Progress Toward Goal 13: NWDHE g&ff has attended 7 state-wide meetingsin each year snce the
program’sinception. We developed an outreach presentation that can be adapted for different
audiences. We have dso developed an informational brochure about the DWRLF program and a
number of fact sheets. Both the outreach presentation and the informational materias have been used by
our contract assistance providers aswell as by our own staff. We have aso sought to expand our
audience by developing partnerships with public heglth organizations and other non-traditional
congtituencies.

14. Conduct initial financial modeling to assess financial decisions in the program,
including the effects of using revenue bonds for state match and/or leveraging. (Target
Completion: August 2000)

Progress Toward Goal 14: New Water is using a cash-flow modding program to conduct financia
modeling of the program. We conducted initial modeling as part of the [UP planning process and are
now nearing completion of additiona modding that focuses on the impact of using revenue bonds for
dtate match and leveraging the program. We will use thisanalysis of state match revenue bonds when
we discuss future sources of state match with state decison-makers. The leveraging assessment will
help us understand the impacts of leveraging on funding levels provided by the program over time. We
will explore the effects of varying the frequency and leved of leveraging in the program. If the demand for
loan funds exceeds whét is available from a direct loan program, we will be prepared to implement a
leveraging approach.
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III. DWRLF LOAN AND SET-ASIDE ACTIVITIES

In this section we provide a detailed discussion of the DWRLF assistance activities during SFY 1999
and SFY 2000. We provide details on the sources of funding in our program, the status of loan
activities, and the satus of set-aside activities.

Table 1 and Table 2 provide information about the sources and uses of DWRLF funding. Table 1
shows al sources of DWRLF funds available in SFY 1999 and SFY 2000. It aso shows the binding
commitments, workplan commitments, and administrative funding commitments made for each yesar.
Table 2 shows New Water' s actud disbursementsin SFY 1999 and SFY 2000. (Note: Disbursed
funds reflect cash outlays from the current year’ s committed funds as well as from the funds committed in
previous years.)

A. Sources of DWRLF Funding
Figure 1: Available Funds ($43.2 Million)
The funding available for the DWRLF programiin Interest Earnings
this reporting period totaled $43,172,052 (See $.35 Million (1%)
Figure 1). Because we have only operated the {
program for two years, federd capitaization grants
and state match have been our maor sources of
funding. In the future, we may decide to employ a
leveraging approach or transfer funds from the
CWRLF to increase immediately available funding.
We describe major aspects of the sources below.

State Match
11.4 Million (26%)

1 Capitdization Grants
. Capitalization

EPA has awarded New Water $31,400,000 in Grants

federd capitdization grants. In June 1998, wewere  $31.4 Million (73%)

awarded a capitdization grant for $20 million from

federal FY 1997 grant funds. In June 1999, we were awarded a capitalization grant for $11.4 million

from federd FY 1998 grant funds.

1 State Match

New Water provided $6.28 million as the required 20 percent state match for the federd FY 1997 and
FY 1998 capitdization grants. We aso provided $1.11 million as an additiona state program
management st-asde match. In addition, we augmented the federd FY 1997 funding by providing a
one-time gppropriation of $4 million for loan assstance. New Water provided state match for both
years from Generd Fund appropriations.

1 Interest Earnings

The DWRLF received $347,552 in interest earnings on investments in this reporting period. Earnings

7



TABLE 1: SOURCES AND USES OF COMMITTED DWRLF FUNDING

SOURCES OF FUNDS 1999 2000 Cumulative|
Capitalization Grant $ 20,000,000  $ 11,400,000 @ $ 31,400,000
State Match $ 4,000,000 $ 2,280,000  $ 6,280,000
Additional State Contributions $ 4,480,000 | $ 664,500  $ 5,144,500
Investment Interest Earnings $ 100,000 $ 247,552 § 347,552
Principal Repayments $ - $ - $ -
Interest Earnings on Loans $ - $ - $ -
Bond Proceeds $ - $ - $ -
Transfers $ - $ - $ -
TOTAL $ 28,580,000 $ 14,592,052 | $ 43,172,052
USES OF COMMITTED FUNDS
DWRLF LOAN ACCOUNT BINDING COMMITMENTS
Standard Loans 1452(a) $ 16,380,000  $ 4,687,660  $ 21,067,660
Small Systems 1452(a)(2)
Standard $ 2,562,000 ' $ 449,818 $ 3,011,818
Disadvantaged Communities 1452(d) $ 4,158,000 $ 1,076,091 § 5,234,091
Small System Subtotal: $ 6,720,000  $ 1,525,909 $ 8,245,909
Committed Loan Subtotal: $ 23,100,000 $ 6,213,569 $ 29,313,569
Unclosed Loans' $ - $ 6,003,483 | $ 6,003,483
Subtotal: $ 23,100,000 $ 12,217,052 § 35,317,052
SET-ASIDE ACCOUNT WORKPLAN COMMITMENTS
Technical Assistance (max. 2%) 1452(g)(2) $ 400,000 $ 228,000 $ 628,000
State Program Management (max. 10%) 1452(g)(2)
Source Water Program Administration $ 475,000  $ 324,000 ' $ 799,000
PWSS Program $ 585,000 $ 610,000 | $ 1,195,000
Operator Certification $ 310,000 $ 243,000 $ 553,000
Capacity Development $ 310,000 $ 152,000 | $ 462,000
State Program Management Subtotal: $ 1,680,000 $ 1,329,000 $ 3,009,000
Local Assistance/ Other State Programs (max. 15%) 1452(k)
Source Water Delineation and Assessment $ 2,000,000  $ - $ 2,000,000
Source Water Land Acquisition $ 600,000 | $ 362,000 | $ 962,000
Local Assistance/ Other State Programs Subtotal: $ 2,600,000 $ 362,000 $ 2,962,000
Subtotal: $ 4,680,000 $ 1,919,000 | $ 6,599,000
DWRLF ADMINISTRATION ACCOUNT COMMITMENTS
4% Set-Aside 1452(g)(2) $ 800,000  $ 456,000 $ 1,256,000
Fees $ - $ - $ -
Subtotal: $ 800,000 $ 456,000 $ 1,256,000
TOTAL S 28,580,000 S 14,592,052 $ 43,172,052

! Unclosed loans are funds for projects that have not yet entered into a binding commitment with the DWRLF.




TABLE 2: USES OF DISBURSED DWRLF FUNDING

USES OF DISBURSED FUNDS 1999 2000 Cumulative|
DWRLF LOAN ACCOUNT
Standard Loans 1452(a) $ 1,945,248 ' § 7,212,163 | § 9,157,411
Small Systems 1452(a)(2)
Standard $ 271,375 | $ 1,024,330 $ 1,295,705
Disadvantaged Communities 1452(d) $ 653,245 $ 1,907,363 ' $ 2,560,608
Small System Subtotal: $ 924,620 $ 2,931,692  $ 3,856,312
Subtotal: $ 2,869,868 $ 10,143,855 § 13,013,723
SET-ASIDE ACCOUNT
Technical Assistance (max. 2%) 1452(g)(2) $ 240,000 $ 240,000 $ 480,000
State Program Management (max. 10%) 1452(g)(2)
Source Water Program Administration $ 318,000 | $ 322,000  $ 640,000
PWSS Program $ 585,000 $ 590,000 $ 1,175,000
Operator Certification $ 215,000 | $ 241,000 | $ 456,000
Capacity Development $ 147,000 | $ 151,000 | $ 298,000
State Program Management Subtotal: $ 1,265,000 §$ 1,304,000 $ 2,569,000
Local Assistance/ Other State Programs (max. 15%) 1452(k)
Source Water Delineation and Assessment $ 400,000  $ 700,000 | $ 1,100,000
Source Water Land Acquisition $ 346,000 $ 550,000 $ 896,000
Local Assistance/ Other State Programs Subtotal: $ 746,000 $ 1,250,000 $ 1,996,000
Subtotal: $ 2,251,000 $ 2,794,000 $ 5,045,000
DWRLF ADMINISTRATION ACCOUNT
4% Set-Aside 1452(g)(2) $ 525,000 $ 486,000 $ 1,011,000
Fees $ - $ - $ -
Subtotal: $ 525,000 $ 486,000 $ 1,011,000
TOTAL $ 5,645,868 $ 13,423,855 § 19,069,723
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resulted from the deposit of the state match and of the $4 million additiona appropriation into DWRLF
accounts.

1 Repayments

Funded projects are till in the construction phase so we have not received any loan repayments. We
expect that |oan repayments will beginin SFY 2002. Future Biennid Reports will describe the amount
and use of repayments for new loans.

B. Uses of DWRLF Funds

Figure 2: Allocation of Available Funds
The DWRLF is providing $35.4 million in loans to Administration
public water systems (See Figure 2). The program $1.3 Million (3%)
has committed $6.6 million in set-aside assstance to
systems, assistance providers, and to the State of
New Water for set-aside activities. The DWRLF
dlocated an additiona $1.3 million from set-aside
funding for adminigration.

Set-asides
$6.6 Million (15%)

Loan Assistance Status

The DWRLF entered into loan agreements with 27
public water sysems totaling $29.2 million in this Loans
reporting period. The loans range in sSize from $35.4 Million (82%)
$43,524 to $4,135,064 (See Figure 3). Theloan

term for dl 27 loans is 20 years, with an average interest rate of 3.8 percent. The water systems
receiving these loans serve 2.1 million people; systlems receiving DWRLF loans range in Size from 65 to
651,223 people (See Figure 4). Disadvantaged communities have received a variety of principa
forgiveness options (See Figure 5). We have disbursed $13.0 million in DWRLF loans (See Table 2).

1 Binding Commitments Figure 3: Distribution of Loans by Loan Size

On acumulaive basis, we have obligated 83 107
percent of al available loan fundsto projects. This
utilizes 100 percent of the federd FY 1997

8_

capitdization grant loan funds and 51 percent of the £ 6
federa FY 1998 capitalization grant loan funds. 3
Table 3 ligts the new loan agreements for this & 4
reporting period and provides a brief description of ]
each project.
O- 1
1 Project Bypass % 88 & é g
N
We bypassed three projects on the SFY 1999 L oan Size ($Thousands)
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TABLE 3: FUNDED PROJECTS

PRIORITY PRIORITY NAME PWSID # AMOUNT PROJECT TYPE POPULATION SMALL DISAD.
RANKING POINTS SERVED SYSTEM COMMUNITY
SFY 1999
197 | Artesian NW1200717 | $ 2,638,944 | This project isfor construction of awater 651,223
Water filtration system for treatment of the
6 Department town’ s surface water supply. The project
will bring the system into compliance
with the Surface Water Treatment Rule.
184 | Town of NW1200201 | $ 43524 | Thisprojectistheinstallation of wells 65 YES YES
11 Beverton and associated facilities to replace an
existing surface water sourcethat is
subject to bacteriological contamination.
183 | Bevin Water NW1200058 | $ 332,000 | This project isthe development of a 3221 YES
Company ground water sourceto replace an
12 existing surface water source. The
system is currently in violation of the
Surface Water Treatment Rule.
224 | Chandler NW1200123 | $ 668,223 | The project consists of construction of a 25,267
Heights tank and booster pump station allowing
) Water the water system to avoid filtration
District requirements in accordance with its
Administrative Consent Order and
Agreement.
200 | Clarandon NW1200301 | $ 257,000 | Thisproject istheinstallation of anew 3,265 YES
5 Water disinfection system to comply with the
Department Surface Water Treatment Rule.
135 | Davidson NW1200861 | $ 705500 | Thisproject will replace adeteriorated 7512 YES
24 Water transmission main.
Department
171 | Fish Hook NW1200441 | $ 341,500 | Thisproject istheinstallation wellsand 85 YES
14 Mobile associated facilities to replace an existing
Home Park surface water source.




TABLE 3: FUNDED

PROJECTS CONT’D
PRIORITY PRIORITY NAME PWSID # AMOUNT PROJECT TYPE POPULATION SMALL DISAD.
RANKING POINTS SERVED SYSTEM COMMUNITY
175 | Haskins NW1200648 | $ 3,587,260 | This project isthe construction of anew 350,000
13 Water water treatment facility. Construction of
Department the facility is an action to comply with the
Surface Water Treatment Rule.
155 | Homestead NW1200816 | $ 1,825,000 | This project istheinstallation of anew 62,487
Water filtration and disinfection system.
20 Department Construction of the facility is an action to
comply with the Surface Water Treatment
Rule.
136 | Langley NW1200369 | $ 412,000 | Thisproject isthe construction of anew 1524 YES
23 Water storage tank.
Department
187 | Milltown NW1200845 | $3,525509 | This project istheinstallation of 90,015
9 Water transmission lines and pump systemto a
Department new water source.
133 | Moon NW1200148 | $ 4,135,064 | Thisproject isthe replacement of existing 490,000
25 Township transmission mains and distribution
system.
170 | Patterstown NW1200929 | $ 650,637 | Thisprojectistheinstallation of wells 6,907 YES YES
15 Water and associated facilitiesto replace an
Department existing surface water source.
196 | Pinecrest NW1200159 | $ 1,538,844 | Thisproject istheinstallation of new 5,925 YES YES
7 Water filtration and pump system to comply
District with the Surface Water Treatment Rule.
160 | Puryear NW1200357 | $ 323,866 | Thisprojectistheinstallation of anew 939 YES YES
18 Water disinfection system.
Department
140 | Spring NW1200585 | $ 576,174 | Thisproject istheinstallation of anew 9,256 YES YES
22 Valley Water transmission and distribution system and

Department

storage tank.




TABLE 3: FUNDED

PROJECTS CONT’D
PRIORITY PRIORITY NAME PWSID # AMOUNT PROJECT TYPE POPULATION SMALL DISAD.
RANKING POINTS SERVED SYSTEM COMMUNITY
240 | Stanford NW1200737 | $ 1,024,955 | Thisproject isfor installation of a 9,852 YES YES
1 Water pipeline from anew, proven well to the
Department rest of itswater system.
142 | Willow NW1200477 | $ 514,000 | This project isthe replacement of water 8,564 YES
21 Wood Water mains and a new storage tank.
Department
SFY 2000
185 | Dawson NW1200912 | $ 373515 | Thisprojectistheinstallation of anew 1,212 YES YES
7 Water well and pumping system.
Department
164 | Dresden NW1200585 | $ 630,000 | Thisproject isthe construction of anew 69,000
Water treatment facility complete with aeration
8 Department for removal of CO, for corrosion control
to address aviolation of the Lead and
Copper Rule. Radon gaswill also be
removed as aresult of this project.
208 | Fulsom NW1200344 | $ 300,000 | Thisproject isthe construction of anew 990 YES
3 Water storage tank.
District
188 | Gordon NW1200550 | $ 180,000 | This project isthe rehabilitation of an 32,156
6 Valley Water existing storage tank.
Co-operative
226 | Kingstown NW1200311 | $ 1,023,000 | Thisproject isthe construction of anew 92,156
1 Water storage tank and the replacement of
Department existing transmission mains.
151 | Middletown NW1200099 | $ 198,660 | This project isthe rehabilitation of an 47,287
9 Water existing storage tank.
Improve-

ment District




TABLE 3: FUNDED

PROJECTS CONT’D
PRIORITY PRIORITY NAME PWSID # AMOUNT PROJECT TYPE POPULATION SMALL DISAD.
RANKING POINTS SERVED SYSTEM COMMUNITY
199 | Rockport NW1200124 | $ 2,656,000 | Thisproject isto develop anew ground 152,488
Beach Water water source to meet summer water
4 Department demands. Along with bringing anew
well online, storage tanks and mainswill
beinstalled to address pressure
deficienciesin the system.
214 | Shaw Creek NW1200415 | $ 149,818 | Thisproject istheinstallation of anew 587 YES
2 Water disinfection system to comply with the
Department Surface Water Treatment Rule.
191 | Summerville NW1200346 | $ 702576 | Thisproject isthe replacement of a 9,152 YES YES
5 Water storage tank and distribution system.
Department
TOTAL $29,313,569




New Water DWRLF 1999-2000 Biennial Report

fundablelist. Appendix A includes a description of these projects, an explanation for each bypass, and
actions taken to ensure that the bypassed systems would be prepared to receive funding during SFY
2000. These actions were successful; al three projects sgned loan agreements to receive funds. We
have bypassed no projects from the SFY 2000 fundable list.

1 Smdl Sysems
Figure 4: Distribution of Loan Dollars by Population
Inthe lUPsfor SFY 1999 and SFY 2000, New Served

Water planned to commit atotal of $11.8 million to <100
loans for smal systems for the two year period People 100-3,300
($7.2 million and $4.6 million, respectively). This 1% People

represents 33 percent of the funding available during 7%
the reporting period (31% and 37%, respectively).

In SFY 1999, two small systems on our fundable

3,300-10,000

list chose not to use DWRLF funding, and we People
bypassed three projects (see above). We added 20%
four small sysemsto our fundable list. New Water

entered into binding commitments for al SFY 1999

funds and small systems received commitmentsfor ~ >100,000 10,000-50,000
$6.7 million in loans (29 percent of available funds). Peo(r))Ie People
To date, small systems on the SFY 2000 fundable 4% 4%
list have received commitments for $1.5 millionin

loans. We expect that once we commit al SFY 50,000-100,000

2000 funds, we will have committed 37 percent of People

the fundsto small systems. 24%

1 Disadvantaged Community Systems

Figure 5: Distribution of Disadvantaged
In the SFY 1999 and SFY 2000 IUPs, New Water Community Binding Commitments by Subsidy
planned to commit $8.2 million to loans for

disadvantaged communities ($5 million and $3.2 $3.0-

million, respectively). In SFY 1999, one system on

our fundable ligt serving disadvantaged communities %25

chose not to use DWRLF funding, and we bypassed S $20

two projects. We added one system to our fundable s $1.5-

list that serves a disadvantaged community. New = -

Water committed $4.2 million of the SFY 1999 funds 8 %10

to systems serving disadvantaged communities. To $o.5-/

date, New Water has committed $1.1 million of the $0.01

SFY 2000 funds to systems serving disadvantaged 20%  30%  40%  60%
communities. We have provided principd subsidies L oan Subsidy

of $1.3 million from the federa FY 1997
capitdization grant (7 percent) and $.29 million from
the federal FY 1998 capitalization grant.
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T Dishursements

New Water has disbursed $13.0 million — 37 percent of dl available loan funds and 44 percent of al
committed funds. We have disbursed $11.5 million (50%) of the federal FY 1997 capitdization grant
loan funds and $1.6 million (13%) of the federd FY 1998 capitdization grant loan funds. Appendix C
ligsdl loan-related disbursements.

Set-Aside Activity Status
Figure 6: Disbursement of Allotted Loan

New Water developed and submitted annual set- Funds
aside performance status reports for DWRL F-funded
activitiesin SFY 1999 and SFY 2000 (included in
Appendix B). Thefollowing pages provide an
overview of our set-aside activitiesin the last two
years. A bar chart showing set-aside funding status
accompanies the description of each set-aside
activity. This chart shows dollars specified in
workplans for SFY 1999 and SFY 2000, dollars
actualy disbursed in SFY 1999 and SFY 2000,
dollars specified in workplans for SFY s 2001-2003,

Millions

and dollars not specified in workplans but reserved C By 1097 FY 1998
for use from afuture grant. Fundsinitialy specified _
for usein SFY 1999 and 2000 but undisbursed are 00 Disbursements. I Allotment

now specified for usein SFY 2001-2003.

Set-Aside: Administration

The mgority of funds

from this st-aside Specified for SFY 99 & 00: $1,256,000
pad Aaries and Disbursed in SFY 99 & 00: $1,011,000
associated expenses Specified for SFY 01 - SFY 03:  $245,000
of personnel Not Specified/Reserved: $0
adminigtering the -
DWRLF program.

The dateisnot

currently charging fees to supplement available set-asde funds. Implementation of the DWRLF has
required the work of 6 FTEs—4 with the Drinking Water Section, 1.5 with the Office of Administration
and Accounting, and .5 with the Department of Economic Development. In addition, we engaged the
accounting firm of Jones & Smith, LLP, to complete audits of the DWRLF program for each year.
Within the firgt two years of the program, New Water has completed the following administrative
activities

1 Hiring/training of new aff
1 Purchase of computer hardware and software

16
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Development of program documents

Development of program procedures

Solicitation of gpplications, including attendance at 7 annua state-wide meetings
Development of comprehensive ligt of projects

Evauation of public water sysems for technicd, financia, and managerid capacity
Project selection and development of 1UPs

Development of set-aside workplans

Conduct of public hearings for project priority listsand IUPs

Cregtion/meeting of stakeholder committee

Preparation of capitdization grant application

Development of Accounting Management Reports

Development of Set-Aside Performance Status Reports

Completion of DWRLF program audits

Financid modding

Set-Aside: Small Systems Technical Assistance

We have entered into

contracts with three Specified for SFY 99 & 00: $628,000

assgtance pI’OVi ders, Disbursed in SFY 99 & 00: $480,000

the New Water Specified for SFY 01 - SFY 03:  $148,000

Rurd Water Not Specified/Reserved: $0

Association, the 50 $1,00-0,000 $2’00-0 00 $3,00.0 o0 $4’00.0,000
New Water Rurd

Community

Assgtance Program, and the New Water Association of Community Action Agencies
($80,000/contract). The “circuit rider” programs designed by the Rural Water Association and the
Rural Community Assistance Program have been a great success. The circuit riders are experienced
operators, licensed to operate dl levels of water treetment plants. The Association of Community
Action Agencies, which has an office in every county of the state, has asssted many communities with
their planning activities. In the last two years, these three programs have asssted 45 public water
systems throughout the state. The programs have offered the following types of assstance:

Assging with planning in preparation for a DWRLF loan

Helping smal systems comply with federal cross-cutting requirements and other Sate
requirements

Helping smal sysemsfind and obtain funding in addition to the DWRLF
Determining the ability of a smal system to repay aloan

Providing capacity assessments to small sysems and devising plans for improving
technical, financid, and managerid capacity

Helping smdl systems develop a business plan

Assgting with chemica feed systems, leak detection services, etc.

Developing and implementing source water protection programs

=/ =/ -/
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-~

i Addressing short-term non-compliance problems such as sporadic bacteriologica, lead,
and copper violations

Small systems have some of the most pressing needsin our state. The programs designed by these three
assistance providers have very efficiently provided smdl systems with the ability to improve their
technicd, financid, and managerid capabilities. For example, the assistance programs enabled three
public water systems that were bypassed for funding during SFY 1999 to be digible for aloan during
SFY 2000.

Set-Aside: State Program Management

New Water used | |

funds from its state Specified for SFY 99 & 00: $3,009,000 | |

program Disbursed in SFY 99 & 00: $2,569,000 P

management =t- Specified for SFY 01 - SFY 03: $440,000

asde for source Not Specified/Reserved: $1,275,500

water protection ' $1,00'0,000 $2,00b,000 $3,006,000 $4,00b,000
program

adminigretion, the
Public Water Supply Supervision (PWSS) program, capacity development, and operator certification.

1 State Program Management: Source Water Protection Program Administration

We used funds from

this set-aside for the Specified for SFY 99 & 00: $799,000

enhancement and Disbursed in SFY 99 & 00: $640,000

implementation of Specified for SFY 01 - SFY 03: $159,000

New Water's source 330 $1,0(f0,000 $2,00}),000 $3,00'0,000 $4,00'0,000
water protection

program. Set-aside

funds paid for the salaries and associated expenses of 4 FTES. Aspart of this effort, we developed
specific srategies appropriate for different source water threets (e.g., pathogens, inorganics, or
nutrients). Where possible, we implemented these strategies on state-managed lands. We provided
technica assistance to public water systems to encourage the implementation of these source water
protection Strategies at aloca level, and we offered low-interest loans to public water sysemsfor the
purchase of land or conservation easements for source water protection (see page 20). To encourage
public support and responsbility for local water supplies, we crested citizen advisory committees that
help with the loca implementation of source water protection strategies.
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1 State Program Management: Public Water Supply Supervision (PWSS) Program

New Water used funds

from this st-aside to Specified for SFY 99 & 00: $1,195,000

support PWSS Disbursed in SFY 99 & 00: $1,175,000

activities. This st- Specified for SFY 01 - SFY 03: $20,000

side funded 5 FTEs 30 $1,000,000 $2,000,000 $3,000,000 $4,000,00

contractor support,
and the purchase of necessary computer hardware and software.

We purchased new computer hardware and software for the State L ab (the equipment will be used
grictly for DWRLF/PWSS activities — the State Lab performs the mgjority of the laboratory anayses
for SDWA compliance). A contractor developed software that downloads results of water analyses
from testing equipment into a computer database and wrote programs that produce custom-designed
laboratory reports from the testing results.  We purchased equipment that prepares these reports for
rapid mailing. Another contractor posted testing results to the Internet.

State personnd operating NWDHE' s primacy program have been implementing the first of EPA’s new
regulations, the Consumer Confidence Rule. As part of thisimplementation effort, we developed
guidance to help systems prepare consumer confidence reports and worked with 150 systems to make
their reports more accessible to the public. All systems met their rule-imposed deadlines; the first
systems provided consumer confidence reports to customersin October 1999.

1 State Program Management: Capacity Development

New Water

developed a capacity
development program
intwo gageS Our Specified for SFY 01 - SFY 03: $97,000

Specified for SFY 99 & 00: $553,000
Disbursed in SFY 99 & 00: $456,000

first god wasto 50 $1,000,000 $2,000,000 $3,000,000 $4,000,000
ensure that dl new
water systems have
adequate capacity. We developed a program that addresses new system capacity, passed legidation,
devel oped regulations, and implemented the program by the SDWA deadline of October 1, 1999.

Prior to the SDWA, New Water had required that al new community systems have sufficient technica,
financid, and managerid capacity. The mgor task associated with thisfirst god was the development of
aprogram for new nontransient noncommunity systems. We developed this program in coordination
with county and local government agencies.

Our second goa was to develop a capacity development Strategy that ensures dl public water systems
have adequate capacity. Prior to the SDWA, New Water had a rudimentary capacity development
program, but this set-aside funding dlows for a needed expansion of the program. Working with the
stakeholder committee of public water systems and other interested parties, we identified the technicd,
financid, and managerid impediments confronting water sysemsin their efforts to provide safe and
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sugtainable drinking water. With the continued input of this committee, we then developed a capacity
development strategy that matches capacity development solutions to the previoudy identified capacity
impediments. The capecity development sirategy, implemented in June 2000, includes a variety of
technica and financia assistance options and encourages consolidation, collaboration, regiondization,
and contract operation and maintenance cooperatives. We completed our identification of technical,
financid, and manageria impediments and implementation of a capacity development srategy by August
2000.

This set-aside funded 3 FTES who worked on the development of the capacity development program.

1 State Program Management: Operator Certification

New Water has .

conducted awater Specified for SFY 99 & 00: $462,000

system Operator Disbursed in SFY 99 & 00: $298,000

certification program Specified for SFY 01 - SFY 03: $164,000

since 1967. Since 3?0 $1,00‘0,000 $2,006,000 $3,00'0,000 $4,00b,000
that time, we have

required community

water systems using treatment to have a certified operator. To comply withthe new SDWA
requirements, we were required to significantly expand our program to certify operators of al community
systems and nontransient noncommunity systems (including systems without treetment). We have used
set-aside funding to augment our operator training contract and to add administrative and enforcement
personnd (2 FTES).

Our certification program required expansion, but no modification. It meets the essentia eements of the
nine basdine standards set by EPA’ s February 1999 guidance. We completed our implementation of
the operator certification program in June 2000.

Local Assistance and Other State Programs

New Water used | |
Specified for SFY 99 & 00: $2,162,000

' J
fundsfromitslocd |
aﬁamce g_w de Disbursed in SFY 99 & 00: $1,996,000 1]
for source water Specified for SFY 01 - SFY 03: $966,000

ddineation and Not Specified/Reserved: $800,000

assessment and for $'0 $1,00'0,000 $2,00'0,000 $3,00'0,000 $4,00'0,000
land acquisition for
source water
protection.
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1 Local Assistance and Other State Programs — Source Water Delineation and Assessment

New Water used

funds from this sat- Specified for SFY 99 & 00: $1,200,000
aside for source Disbursed in SFY 99 & 00: $1,100,000
water ddineation and Specified for SFY 01 - SFY 03: $900,000

assessment. Thefirgt 50 $1,000,000 $2,000,000 $3,000,000 $4,000,000
sep in this process
was the development
of aSWAP. We submitted a plan to EPA in January 1999, following a 18-month process in which we
had collected existing information, consulted with the stakeholder committee, developed a draft SWAP,
and, after public review, revised the draft SWAP. The document outlined a plan to accomplish the
assessment of New Water’ s source waters and included a schedule and priorities for delineations and
assessments.

EPA approved our SWAP in July 1999. The plan, which uses a combination of gpproachesto
complete these assessments, is now being implemented. For some source waters, state staff resources
and contractors are mogt effective in completing a source water assessment. For other source waters,
municipaities, county governments, or water suppliers can efficiently complete a source water
assessment with financid assstance from the sate. Findly, locas can work with consultants to complete
source water assessments, again with financid assstance from the state. All awards and delegation of
duties have been guided by Memorandum of Agreements that ensure NWDHE coordination, review,
and quality assurance.

While federd law requires that we obligate these funds within the four federd fiscd years following our
initid capitaization grant award, we are planning to spend them by the end of federa FY 2001, when
we will have completed our source water delineations and assessments.

Three FTEs developed our source water assessment plan. Resources required for implementation of the
plan will depend on the methods chosen by municipdities, counties, and water suppliersfor the
completion of their source water assessments.

1 Local Assistance and Other State Programs — Land Acquisition for Source Water Protection

Funding from this

set-aside has Specified for SFY 99 & 00: $962,000
pI’OVi ded loansto Disbursed in SFY 99 & 00: $896,000
pUb“C water systems Specified for SFY 01 - SFY 03: $66,000

for the purchase of $0 $1,000,000 $2,000,000 $3,000,000 $4,000,000
land or conservation
easements. A public
water system may only purchase land or a conservation easement from awilling party for the purpose of
protecting the system’ s source water and ensuring compliance with nationa drinking water regulations.
We evauate dl projects using the priority system described in our [UP.
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Mt. Pleasant was the only public water system to apply for aloan for the purchase of land. Mt. Pleasant
applied for and received loansin SFY 1999 ($346,000) and SFY 2000 ($550,000), which it used to
purchase two large lots abutting Lake Stillwater, its source of drinking water. The interest rate for these
loans was 2 percent for 20 years. We gave these loans agreat dedl of publicity; they have enabled Mt.
Pleasant to avoid a costly upgrade to its tresetment plant. Perhaps due to this publicity, we received
letters of interest from ten public water systems inquiring about SFY 2001 funds for land acquisition.
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IV. FINANCIAL SUMMARY

The following discussion provides additiond details on the financia management activitiesin the
DWRLF.

A. Status of Loans

The DWRLF has closed $29.3 million in loans. Appendix A shows the status of al DWRLF loansto
date. Information includesthe following: loan amount, interest rate, term, cumulative disbursements, and
schedule of principad and interest payments. We present dl loan activity by fiscd year.

B. Loan Disbursements/Cash Draw Proportionality

We have dishursed $13.0 million since the program’ s inception. Appendix C lists each disbursement,
each loan-related federd Automated Clearing House (ACH) cash draw, and the cumulative federd/state
proportionality ratio resulting from cash draw activities. We are using the rolling average method to
determine federa/dtate proportiondity as defined in the Guide to Using EPA’s Automated Clearing
House for the Drinking Water State Revolving Fund Program (EPA-832-B98-003).

C. Set-Aside Disbursements

We have dishursed $6.1 million in set-aside funds since the program’ sinception. Appendix C lists each
set-asde-related cash draw and disbursement by type of set-aside and by fiscal year.

D. Annual Repayment/Aging of Accounts

The DWRLF program has had no scheduled loan repayments to date. We expect repayments to begin
in SFY 2002.

E. Loan Portfolio Analysis

New Water conducts an annud review of its loan portfolio and summarizes findingsin a Portfolio
Tracking Report. We identify loans that are potentialy weak and track them closdly to ensure that
conditions are not deteriorating. The assessment process measures the level of funding given to systems
by credit quality category as measured by bond rating.  Currently our loan portfolio has the following
credit qudlity:

Credit Quality Bond Rating (S&P and Moody’s) Percent of Portfolio Value
Best AAA or Aaa 70
High AA or Aa 10
High-medium AorA 2
Medium BBB or Baa 0
Not rated NA 18
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Non-rated communities/systems are those that have no history of issuing debt. We review each non-
rated community/system on an annud basis to determine if conditions within the community have
weakened to the point where repayment of the DWRLF isthreatened. In reviewing the non-rated
communities we determined that four communities have experienced some weakening of conditions
(e.g., negative net income); however, it gppears that conditions in each system are strong enough to
assure repayment of the DWRLF loan. We have included our annua reports on credit conditions of
borrowersin Appendix E.

F. Investments

The DWRLF program had $421,925 in investments at the end of SFY 2000. The Office of the
Treasurer manages these funds in compliance with sate investment practices. We monitor DWRLF
investments monthly to confirm that the Treasurer creditsinterest to the DWRLF account in atimely
fashion. Management reports from the state-wide Financid Management System that document the
DWRLF invesment earnings are on file in our office.

G. Financial Statements

DWRLF audit reports for each year, including financia statements, are attached to this report as
Appendix D. The audited financia statements are current through SFY 2000 operation of the DWRLF.
The audit reported no materia issues for our management to address. We plan to use the audited data
from the financid reports of our program in performance assessments of the DWRLF. A summary of
the program-wide financia conditions represented in the attached audit reports are provided below.

Baance Sheet: Financiad Resources, Claims on Resources and Sources of Capita

To date the DWRLF has accumulated total assets of $21,850,519. The assets are comprised mostly of
outstanding loans (60 percent of total assets) and cash and cash equivalents (39 percent). The program
has no long term liabilities and has a very low accounts payable baance. The contributed capita in the
fund to date is split dmost equaly between State of New Water contributions and federd grant funding
(cash drawn to date is recorded as contributed capita).

Operating Statements: Loan and Set-Aside Revenues and Expenses/Expenditures

The DWRLF |loan-related accounts experienced aloss (negative excess revenues over expenses) due to
the leve of principa forgiveness recognized in the SFY 2000. Astime passes and more projects begin
repayment, interest earnings from loans will be much larger than the principa forgiveness expenses. Set-
aside revenues and expenditures are dmost equa reflecting the 100 percent federa funding for set-aside
activity.
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V. COMPLIANCE WITH OPERATING AGREEMENT AND GRANT
CONDITIONS

New Water has complied with the conditions of the DWRLF operating agreement. We have met and
continue to be in compliance with the following conditions as described in the Operating Agreement:

Egtablish gate instrumentaity and authority

Comply with applicable state |aws and procedures

Review technicd, financid, and managerid capacity of assistance recipients

Establish DWRLF loan account, set-aside account, and DWRLF administration account
Depost dl funds in gppropriate accounts

Follow state accounting and auditing procedures

Require DWRLF loan recipient accounting and auditing procedures

Submit TUP and use dl funds in accordance with the plan

Comply with enforcesble requirements of the Act

Egtablish capacity development authority

Implement/maintain system to minimize risk of waste, fraud, abuse, and corrective action
Develop and submit project priority ranking system

We have met the following conditions as described more fully below:
1 Take payments based on payment schedule

We have received payments based on the schedule included in the grant awards made for SFY 1999
and SFY 2000. Appendix C includes a schedule of grant payments received.

1 Deposit gate matching funds

The New Water L egidature gppropriated $11.44 million as state match for the federa FY 1997 and FY
1998 capitdization grants. The state deposited $8 million ($4 million match/$4 million overmatch) into
the DWRLF loan account on July 1, 1998 to satisfy the 20 percent match requirement for federa FY
1997 funds. On the same date, New Water deposited $.48 million of the tota into the DWRLF state
program administration set-aside subaccount as the required federd FY 1997 dollar-for-dollar match.
The state deposited $2.28 million and $.66 million, respectively, into these accounts for the federa FY
1998 match.

1 Submit Biennid Report and annud audit

The submisson of this document will fulfill New Water' s responsibility to submit a Biennid Report.
Jones and Smith, LLP, conducts an annud audit of the DWRLF. Each audit addresses dl funding
activity from the loan account, the set-aside account and the administration account. Section

1453(k)(1)(A) monies set-aside for source water protection land acquisition loans are presented as
separate financial statements and addressed in the DWRLF audit report. For both SFY 1999 and SFY
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2000, thisfirm issued an unqudified opinion on the financid statements and compliance reports and
reported that the interna control structure was without material weakness.

1 Assure that borrowers have dedicated source of repayment

NWDHE gaff conducts a credit review evauation for al municipa public water sysems. This
evauation determines whether or not an gpplicant has the ability to repay aloan. Department of
Economic Development staff conduct asimilar credit review for al private and non-profit public water
systems. For dl public water systems, the expected revenue stream from user fees must be sufficient to
repay the loan, pay operation and maintenance costs, and pay for other necessary expenses.

1 Use fundsin timely and expeditious manner

New Water has committed 100 percent of al available loan funds from SFY 1999, and 83 percent of all
availableloan fundsto date. Public water syssems with binding commitments have moved in an
expeditious and timely manner to gart congtruction. NWDHE will be monitoring congtruction progress
to ensure that operations are initiated according to schedule. Although project construction has not
progressed as quickly asis currently the norm in New Water's CWRLF program, the pace compares
favorably to thefirst two years of the CWRLF program.

1 Ensure recipient compliance with applicable federd cross-cutting authorities

New Water and dl of its assstance recipients have complied with al applicable federd cross-cutting
authorities.

In order to establish an overdl fair-share objective for Minority and Women's Business Enterprises
(MBE/WBE), we siudied the availability of contractorsin thisfidd. Asaresult of this availability study,
we recommended a fair-share objective of 9 percent for MBE participation and 6 percent for WBE
participation to the NWDHE Office of Financial Services. This recommendation was accepted and
used for both SFY 1999 and SFY 2000. L oanee reporting has shown that New Water exceeded its
MBE objective in both years, reaching an annua participation of 10.2 percent and 9.3 percent,
respectively. New Water aso exceeded its WBE objective in both years, reaching an annua
participation of 6.1 percent and 7.2 percent, respectively.

-~

i Conduct environmentd reviews

The 27 public water systems receiving assstance during SFY 1999 and SFY 2000 were reviewed and
gpproved using the gate’ s environmenta review procedures. We determined that no Environmenta
Impact Statements were necessary. Eleven projects qudified for a Categorical Exclusion because they
replaced exigting infrastructure with no impact on the environment. For the remaining projects, an
Environmenta Assessment was prepared and a Finding of No Significant Impact was issued.

1 Implement operator certification program

We completed implementation of New Water’ s enhanced operator certification program in June 2000.
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The program now certifies operators of al community and nontransent noncommunity water systems,
including systems without treatment. It meets or exceeds EPA’s minimum standards for operator
certification (February 1999 guidance).

-~

i Implement capacity development Strategy

New Water developed a capacity development strategy in two stages. First, we expanded our capacity
development program to ensure that dl new systems have adequate capacity. We passed legidation,
devel oped regulations, and implemented the program by the SDWA deadline of October 1, 1999.

New Water aso developed a capacity development strategy that ensures that al public water systems
have adequate capacity. Our strategy, implemented in June 2000, includes a variety of technical and
financid assstance options and encourages consolidation, collaboration, regiondization, and contract
operation and maintenance cooperatives.
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