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Municipal Programs Section
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The Basics

American Recovery & Reinvestment Act
became law on February 17, 2009

“—t0 preserve and create jobs and promote
economic recovery.”

$4 billion authorized nationally for wastewater
treatment and water quality infrastructure

ARRA funds are to be channeled through
state revolving loan fund programs (SRF)
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What Is a SRF Program?

SRF stands for state revolving fund

Loans offered at below market interest
rates for water quality infrastructure

Capitalized with grants from EPA

Short turn-around time for funding, 90
days typical

No interim financing needed

Loan disbursements for project costs
typically made within two-weeks
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KWPCRF Background

Clean Water Act authorized nationally In
1988

Program statutes, KSA 65-3321 et. seq.
passed in 1989

Program regulations, KAR 28-16-110 thru
-138

First loans 1989

Up to a 20 year term, semi-annual
repayments, begin within 2 years of loan
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Eligible Borrowers

 Under CWA, “POTWSs"- Sec 212, and any
319 or 320 Project Sponsor

o Under state law, “Municipalities” defined as
political or taxing subdivisions of the state
— Cities
— County Sewer Districts
— Sewer Improvements Districts

— Can Also Fund NPS Projects (319) to “Non-
Traditional Borrowers” thru EIF (sub-fund)

& L
Our Vision — Healthy Kansans living in safe and sustainable a{iﬁu - %

environments. LA
Vg c‘:“!h



Ineligible Water Quality Projects

« Can’t Think of Anything, Except New Collector
Sewers for New Development

e Can Fund Any Point Source or NPS Water
Quality Improvement Project

e Can Fund Storm Sewers —w/ WQ Component

 Great Demand for Funds, so the Priority
System Precludes Funding Many Projects

e Construction Only, no O & M Expenses
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Ineligible Project Costs

The Cost of full time employees Land, Easements,
Repairs to Privately Owned Systems

UNLESS, the Privately Owned System Repair,
such as Service Line Replacements, Necessary for
Overall Success of the Project

Non-compliance is High Priority for Funding, but
“Maintenance of Compliance” Projects also
Fundable

Wastewater Infrastructure Projects MUST Provide
Capacity for Future Growth
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KWPCRF Structure

Cash Flow/Leveraging Model

EPA Capitalization Grants are received and loans
made, then repayment stream Is used as security for
state issued revenue bonds — KDHE in conjunction
with KDFA

Proceeds of revenue bonds are also loaned to
norrowers

nterest earnings from all loans and principal from
state match and leveraged bond loans are used to
repay revenue bonds and interest expenses
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Program Stats

August interest rate 2.82%

Interest rates offered range from 2.50% to
4.40%

AAA bond ratings

As of July 1, 2009, 350 loans for $847
million with disbursements of $752 million

Top Priority Has Been Enhanced
Wastewater Treatment
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ARRA

e Signed by President Obama 2/17/2009

o Appropriates $4 billion for the national
clean water SRFloan program, in addition
to $ 689 million annual FY09 appropriation

o Kansas received $35.4 million ARRA
funds In addition to standard CWSRF
FYO09 allocation of $6.1 million
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ARRA Additional Requirements

20% state matching funds not required
Prevaliling wage rates (Davis-Bacon)

At least 50% of ARRA funds ($17.7M) must
be used for “---additional subsidies---"

— Principal forgiveness

Buy American Iron, Steel, & Manu. Prods.
20% Available for Green Project Reserve
Reporting and “Transparency” Demands
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Other considerations

Goal of 50% of the funds committed to contracts
within 120 days

100% of the funds must be committed to
contracts within 12 months, or EPA must
reallocate to other states

KWPCRF-ARRA loans require “loss of principal
forgiveness” if not in constr. by 2/16/10 — but the
project construction continues as 100% loan

Readiness to proceed was the primary
consideration for funding

The “Green Components” were the
secondary consideration of priority
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Process

Considered any and all Project Proposals

Desire to Stimulate Interest in NPS (WRAPS)
Type Projects

Developed Priority System to Consider “green”
components — Energy Eff., Water Reuse, and
“Green Innovative” designs (stormwater quality)

Wanted to go beyond “just changing the light bulbs”

Interest was very good
— Selected 15 “green traditional” projects @ $32 M
— Selected 15 “green innovative” projects @ $6 M
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Results

Demand was greater than available funds
Projects are Funded 100% Loan w/ ARRA

Principal Forgiveness Is provided to satisfy the
50% ARRA additional subsidy requirement,
based on actual cost of “green components”

Communities benefit from the energy and
water use savings and also from principal
forgiveness for the higher construction cost of

the designs
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Project Selection

* Projects most ready to proceed to construction were
considered for ARRA funding

 All projects were ranked according to a new priority

system

— Up to 100 pts. For “Readiness to Proceed”,
Feb 2010 — O pts., May 2009 or sooner — 100 pts

— Up to 50 pts. For “green component” (EPA Guidance)

» Effluent Reuse — Categorical 50 pts. (except golf courses)

* Energy Eff. Impvt. -- Sludge Handling Improvements and VFDs
Categorical 50 pts., other eng. eff. designs 0.5 X %age energy
reduction (maximum proposal was 100% reduction of purchased

energy)
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Current Info

* As of Today

— All 30 projects have agreed to receive the
ARRA funding for a total of $38 M

— Applications are being prepared
— No loan agreements fully executed yet
— 3 projects have started construction
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Challenges
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Davis-Bacon

« EPA SRF program has no existing
requirements for wage rates and therefore
developing new guidance

e But cities, consultants, and contractors do
have experience, from CDBG program

& L

Our Vision — Healthy Kansans living in safe and sustainable o
environments. RS

Vg c‘:“!h



Buy American

 New requirement for EPA SRF programs

 EPA writing new guidance and rules — not
following DOT procedures

 ARRA requires Buy American made
UNLESS American made not available,
does not meet spec, or increases cost of
ENTIRE construction contract more than

25%
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Reporting and Transparency

EPA requiring WEEKLY reports by KDHE

OMB requiring quarterly reports by KDHE
and other state agencies receiving ARRA

Committee on Transportation and
Infrastructure requiring monthly reports by
Governor’s Office

Also White House website
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Questions

 Rod Geisler 785 296 5527
rgeisler@kdheks.qov

« KDHE ARRA IUP on the web at
www.kdheks.gov/muni/index.htm
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