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TO: Board Members

THROUGH: Kevin Patteson, Executive Administrator
Les Trobman, General Counsel
Jetf Walker, Deputy Executive Administrator

FROM: Jo Dawn Bomar, Director, Program Administration and Reporting
Mark Wyatt, Team Lead, Program Administration

DATE: February 20, 2015
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Clean Water State Revolving Fund Intended Use Plan

ACTION REQUESTED
Consider approval of the amended State Fiscal Year 2015 Clean Water State Revolving Fund
Intended Use Plan.

BACKGROUND

The Water Resources Reform and Development Act (WRRDA), signed into law on June 10,
2014, amended the Federal Water Pollution Control Act. On January 6, 2015, the U.S.
Environmental Protection Agency (EPA) released its interpretative guidance on WRRDA.

The changes resulting from the legislation had a direct impact on our Clean Water State
Revolving Fund. The Board approved the current State Fiscal Year 2015 Clean Water State
Revolving Fund Intended Use Plan on August 21, 2014. This amended State Fiscal Year 2015
Clean Water State Revolving Fund Intended Use Plan incorporates the WRRDA changes to the
program and reflects the final EPA interpretative guidance.

Not all WRRDA provisions are effective immediately. The amended Intended Use Plan
provides, in Appendix M, an Implementation Summary for the WRRDA provisions. For each
key provision, the appendix outlines what is affected, the implementation method and the
effective date. It also identifies those provisions that will not be effective until the State Fiscal
Year 2016 Clean Water State Revolving Fund Intended Use Plan.

PUBLIC REVIEW, HEARING, AND COMMENTS

The draft amended Intended Use Plan was made available for a 30-day public comment period
from December 23, 2014 through January 22, 2015. The availability of the draft amendment and
a public hearing were announced through a posting on the TWDB website and a notice published
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in the Texas Register. In addition, a copy of the draft amended Intended Use Plan was sent to
EPA Region 6 for review. The public hearing was conducted on January 22, 2015. The TWDB
received no comments on the draft amendment.

KEY ISSUES
Highlights of WRRDA that have been incorporated into the amended Intended Use Plan are as
follows:

» Expands the definition of “Treatment Works.” It now includes land necessary for the
construction of the project.

» Increases the types of eligible projects under the program.

o Construction, repair, or replacement of decentralized wastewater treatment
systems
o Measures to manage, reduce, treat, or recapture stormwater or subsurface
drainage water
o To political subdivisions, measures to reduce the demand for publically owned
treatment works capacity through water conservation, efficiency, or reuse
o The development and implementation of watershed pilot projects
o To political subdivisions, measures to reduce the energy consumption needs for
publically owned treatment works
o Reuse or recycling wastewater, stormwater, or subsurface drainage water.
o Measures to increase the security of publically owned treatment works
o To any qualified nonprofit entity, provide assistance to owners and operators of
small and medium publically owned treatment works:
= To plan, develop, and obtain financing for eligible projects under this
subsection, including planning, design, and associated preconstruction
activities;
= To assist such treatment works in achieving compliance with this Act.

» Requires National Environmental Policy Act-like review for all treatment works projects
receiving Clean Water State Revolving Fund financial assistance.

» Makes the American Iron and Steel requirements permanent. These provisions require
assistance recipients to use iron and steel products that are produced in the United States
for projects for the construction, alteration, maintenance, or repair of a public treatment
works if the project.

» Requires Generally Accepted Accounting Principles for all project accounting, including
the requirements in Governmental Accounting Standards Board Statement 34.

» Requires Fiscal Sustainability Plans for loan agreements.

» Extends loan terms up to 30 years, however, the term must not exceed the useful life of
the project.
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Revisions to the Narrative
A red-line copy of the narrative changes is attached as Attachment 1.

RECOMMENDATION
The Board is being requested to approve the amended State Fiscal Year 2015 Clean Water State
Revolving Fund Intended Use Plan.

Attachments:
1. State Fiscal Year 2015 Clean Water State Revolving Fund Intended Use Plan Narrative
Revision Red-lined
2. Proposed Amended State Fiscal Year 2015 Clean Water State Revolving Fund Intended
Use Plan
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Introduction and Purpose of the Intended Use Plan

In 1987 Congress passed federal amendments to the Clean Water Act (CWA) that established
the Clean Water State Revolving Fund (CWSRF) program. The Texas Water Development
Board (TWDB) is authorized by state law to administer this program for Texas.

Annually, the state must prepare an Intended Use Plan (IUP) that describes how it intends to
use CWSRF program funds to support the overall goals of the program. The IUP must
describe the short- and long-term goals, criteria and method of distributing the funds,
disadvantaged community assistance, additional subsidy, financial status, transfers, cross-
collateralization, the priority ranking system, and the priority lists of projects. It communicates
the TWDB'’s plans to stakeholders who include the public, political subdivisions, other state
agencies, and the Environmental Protection Agency (EPA).

Texas is eligible for a $64,084,000 capitalization grant from funds appropriated by Congress for
Federal Fiscal Year (FFY) 2014. The TWDB will comply with the requirements associated with
FFY 2014 grant funds in State Fiscal Year (SFY) 2015. The IUP is a central component of the

TWDB's application to EPA for the capitalization grant.

The amount of funds available for projects for this SFY 2015 IUP is $525,000,000. The source
of funds includes the FFY 2014 capitalization grant, state match, principal and interest
repayments from loans, investment earnings, additional cash resources, and if loan demand
warrants, the net proceeds from bond issues. The program is required to offer both below-
market interest rates and additional subsidy. To meet the additional subsidy requirement,
TWDB has elected to offer loan forgiveness of 30%, 50% or 70% to eligible disadvantaged
communities and 15% of the costs associated with eligible green projects. Throughout the IUP,
loan forgiveness may be referred to as Additional Subsidy, Subsidized Green Funding or
Disadvantaged Community Funding. The demand for this loan forgiveness funding far
outpaces its availability. Therefore, entities invited to submit applications for loan forgiveness
funding are strongly encouraged to apply as soon as possible after receiving their invitation.

Projects on the Invited Projects List (Appendix K) were invited to submit applications after
Board approval of the IUP. After the initial invitation round, applications for funding under this
SFY 2015 IUP will be accepted year-round until the SFY 2016 IUP is approved by the Board.

Public Participation in the Development of the Intended Use Plan

Public participation is an important and required component of the IUP development process.
The TWDB takes seriously its responsibility in administering these funds and considers public
input necessary and beneficial.

A. Notice

To seek public comment on the proposed uses of funds, the draft amended IUP, including
the associated lists, waswil-be made available for a 30-day public comment period. In
addition, a public hearing was held in Austin to accept public comments. Availability of the
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draft amended SFY 2015 CWSRF IUP, dated December 23, 2014, waswil-be announced
as follows:

* Public notification of the draft IUP, the public comment period, and public hearing notice
waswill-be posted on the TWDB website at www.twdb.texas.gov.

» A notice of the public hearing waswill-be published in the Texas Register.

* A copy of the draft IUP waswill-be sent to EPA for review.

. Comment

Written comments werewil-be accepted via the following four options from December 23,
2014, until 5:00 P.M. on January 22, 2015.

1. Attend-a-The public hearing thatwill-be-held on January 20, 2015, at 2:00 P.M. in Room
172 of the Stephen F. Austin Building located at 1700 N. Congress Avenue in Austin,
Texas

2. SubmitCeomments submitted via the following online comment page:

www.twdb.texas.gov/apps/iup

3. EmaiCeomments emailed to the following electronic mail address:

iupcomments@twdb.texas.gov.

Please specify in the subject line “CWSRF comments”.

4. Mail-Ceomments mailed to the following postal mail address:
Ms. Jo Dawn Bomar, Director
Program Administration and Reporting
Texas Water Development Board
P.O. Box 13231
Austin, TX 78711-3231

No comments were received on the draft amended IUP.ln-accordance-with-federal

. Approval

The initial SFY 2015 CWSRF IUP was considered and approved by the TWDB's Board on
August 21, 2014. The final amended IUP will be finalized once it is considered and be
adopted by the Board-afterconsideration-of the commentsreceived-during-the pubh

and-comment-period.

. Documentation

The initial [IUP was submitted to the EPA on August 22, 2014 following Board approval.
EPA approved the initial IUP on September 9, 2014. After Board approval, the amended
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Fiscal Year (FFY) 2014 federal appropriations includes an "American Iron and Steel (AIS)"
requirement that requires CWSRF assistance recipients to use iron and steel products that
are produced in the United States for projects for the construction, alteration, maintenance,
or repair of a public water system or treatment works if the project is funded through an
assistance agreement executed beginning January 17, 2014 (the date of enactment of the
appropriations). The law sets forth certain circumstances under which the EPA may waive
the AIS requirement. Furthermore, the Act specifically exempts projects where the
engineering plans and specifications were submitted to the TWDBapproved-by-a-State
ageney-priorte by January 17, 2014 and approved by TWDB between January 17, 2014
and April 15, 2014. In addition, based on WRRDA, projects are exempt if funded October 1,
2014 or after that had plans and specifications approved by TWDB prior to June 10, 2014.
tr-additten-WRRDA has made theis AlS requirement permanent for the CWSRF program.

5. Changes from WRRDA (Appendix M. Changes to the CWSRF enacted through WRRDA).
WRRDA made changes related to the definition of treatment works, types of eligible
projects, required level of environmental review, accounting records, fiscal sustainability
plans for loan recipients, and the maximum loan term.

V. Clean Water State Revolving Fund Program Goals

The primary goal of the Texas CWSRF program is the same as the CWA - to restore and
maintain the chemical, physical, and biological integrity of the state's waters by preventing the
discharge of pollutants. The overall goals of the CWSRF program are to prevent the discharge
of pollutants from point and nonpoint sources; identify and provide funding for maintaining
and/or bringing publicly owned treatment works into compliance with EPA clean water
standards; to support affordable and sustainable wastewater treatment processes; and to
maintain the long-term financial health of the program. The TWDB applied for the FFY 2014
grant allotment in the amount of $64,084,000 on July 18, 2014 and received the grant award on
September 9, 2014.

A. Short-Term Goals

1. Encourage the use of green infrastructure and technologies by offering loan forgiveness
for green infrastructure, energy efficiency, water efficiency, or environmentally
innovative portions of projects.

2. Offer terms of up to 30 years for planning, acquisition, design, and/or construction
according to Board determined guidelines and in accordance with the Clean Water Act.

3. Provide financing to communities listed in the IUP that are under enforcement orders to
meet the deadlines for compliance with the CWA.

4. The TWDB may cross-collateralize the CWSRF program and the DWSRF program
upon approval.
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Appendix D. Special Grant Conditions
A. Special Grant Conditions
1. Davis-Bacon Act

The TWDB and all CWSRF loan recipients will comply with the requirements of 40 CFR
Part 31, the Davis-Bacon Act, and the U.S. Department of Labor’s implementing
regulations. The Department of Labor provides all pertinent information related to
compliance with labor standards, including prevailing wage rates and instructions for
reporting. The requirements of section 513 of the Federal Water Pollution Control Act (33
U.S.C. 1372) shall apply to the construction of treatment works carried out in whole or in
part with CWSRF assistance. All contracts and subcontracts for any construction project
carried out with CWSRF assistance shall insert in full in any contract in excess of $2,000
the contract clauses found beginning on Page 18 of the document “Texas Water
Development Board Supplemental Contract Conditions and Instructions” located

at: http://www.twdb.texas.gov/financial/instructions/doc/TWDB-0550.pdf.

2. American Iron and Steel (AIS)

The TWDB and all CWSRF loan recipients will comply with the American Iron and Steel
(AIS) requirement in section 436 of the Consolidated Appropriations Act, 2014 (Act). The
Act requires CWSRF assistance recipients to use iron and steel products that are produced
in the United States for projects for the construction, alteration, maintenance, or repair of a
public water system or treatment works if the project is funded through an assistance
agreement executed beginning January 17, 2014. In addition, WRRDA made the AIS
requirement permanent for the CWSRF.

The term “iron and steel products” means the following products made primarily of iron or
steel:

» lined or unlined pipes and fittings

* manhole covers and other municipal castings

* hydrants

* tanks

» flanges, pipe clamps and restraints
» valves

e structural steel
» reinforced precast concrete
e construction materials

EPA may waive the AIS requirement under certain circumstances. Furthermore, tFhe Act
specifically exemptsed projects where the engineering plans and specifications were
submitted to the TWDB approved-by-a-State-ageney-priorto- by January 17, 2014 and
approved by TWDB between January 17, 2014 and April 15, 2014. In addition, based on
WRRDA, projects are exempt if funded October 1, 2014 or after that had plans and
specifications approved by TWDB prior to June 10, 2014. WRRDA has made the AIS
requirement permanent for the CWSRF program. Additional guidance and information is
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Clean Water State Revolving Fund

Acronyms
ACS American Community Survey
ADF Average Daily Flow
AlS American Iron & Steel
AMHI Annual Median Household Income
CCN Certificate of Convenience and Necessity
CPI Consumer Price Index
CWA Clean Water Act
CWSRF Clean Water State Revolving Fund
DWSRF Drinking Water State Revolving Fund
EPA Environmental Protection Agency
FFY Federal Fiscal Year
GPR Green Project Reserve
HCF Household Cost Factor
IPL Invited Projects List
IUP Intended Use Plan
MGD Million Gallons Per Day
PAD Planning, Acquisition, and/or Design phases of a project
PIF Project Information Form
POTW Publically Owned Treatment Works
PPL Project Priority List
SFY State Fiscal Year
SRF State Revolving Fund
SSO Sanitary Sewer Overflow
TAC Texas Administrative Code
TCEQ Texas Commission on Environmental Quality
TEA Texas Education Agency
TMDL Total Maximum Daily Load
TWDB Texas Water Development Board
WAP Watershed Action Planning
WRRDA Water Resources Reform and Development Act of 2014
WWTP Waste Water Treatment Plant




Texas Water Development Board
SFY 2015 Clean Water State Revolving Fund
Intended Use Plan

Table of Contents

I.  Introduction and Purpose of the Intended Use Plan ..............cccooceeiiiiiiiiiiii e, 3
II.  Public Participation in the Development of the Intended Use Plan ............................... 3
N [ o] P 3
B. COMIMENT ... et e ettt e e e e e ettt e e e e e e e 4
C. APPIOVAL ... 4
D. DOCUMENTALION ...ttt e e e e e s e e e e e e e e e e e e e e e e eaeeas 4
[ll. Description of the Clean Water State Revolving Fund Program ...........cccccccvvvvvvviinnnnnn. 4
A. Eligible APPICANTS.......eiieiiiiiiiie e 5
B. Eligible and Ineligible Use Of FUNAS .........ccooiiiiiiiiiiiiie e 5
IV. State Fiscal Year 2015 Significant Program Changes..........cccccccvvviiiiiiiiiiiiiiiiieiiiiieee, 6
V. Clean Water State Revolving Fund Program GOals............cccccceviiiiiiiiiiiiiiiiiiiiiiiiiieeeee 7
A, SNOM-TEIMM GOAIS ..t e et e e e e e e e e aaea e e e eeeeeennee 7
B. LONG-TEIM GOAIS.....iiieiiiiiiiiiiei e e e e e e e e e e e e e e e e aa s e e eaaeeannnes 7
VI. Funding Available in State Fiscal Year 2015..........ccoooiiiiiiiiiiiiiiieeeeeeeeeeeeeeeeee 8
A. Requirements, Allocations, and RESEIVES...........cceuuiiiiiii et 8
B. Leveraging to Provide Additional FUNDING.......cccoooiiiiiiieiiee e 9
C. FUNAS frOM PrOE YEAIS. ... it i ettt ettt e e e e e e e e e e e et e e eaes 9
D. Transfer Of FUNGS ......uuuiii e a e e e e e e e e e as 9
VII. Criteria and Method of Distribution of FUNAS ..........c..eviiiiiiiiiicc e, 9
A. Solicitation of Project information..............cccoooeeiiiiiiiiiii e 9
B. Carryover of Projects from Prior Intended Use Plans...........ccccooooeiiiiiiiiiiniieennciinn, 10
C. Evaluation of the Project Information Received and Priority Rating System............ 10
D. Ranking and Creation of Project Priority List and Invited Projects List ................... 12
E. BYPASS PrOCEAUIES.......uuiiiiiii e 13
F. DIStrIDULION Of FUNGS .....uutiiiiiiiiiiiiiiiiii e a e e e e e e 13
G. Invitations and Application SUDMISSIONS .........ccooviiiiiiii 14
[ I [ aTo [T Vo T @ o] 1T0] o PP 15
[. Terms of Financial ASSIStANCE ..........ccvuuiuiiiiie e e e e e eeeees 17
By o - 1 I [0 1= o [T SPP 17
K. Project Priority LISt UPALtES.........uuuuuuiiiiiiii e 17
L. LiIMItS ON FUNAING .. .o e et e e e e e e e ere s 17
M. Updates to the Intended USE Plan ... 18
VIII. Financial Status of the Clean Water State Revolving Fund .............cc.ooooiiiiiienn, 18
A. Federal Fiscal Year 2014 Capitalization Grant FUNds ...........ccccceeeeieeeeiiiiiiiicenneeenn, 18
B. Leveraging and Cross-Collateralization .....................eeeeeeeieiiiiiieses s 18



Texas Water Development Board
SFY 2015 Clean Water State Revolving Fund
Intended Use Plan

ORIV = d oo [o) I OF= L] o T B =\ S 19

D. Long-Term Financial Health of the Fund.............cccccooii i, 19

E. INtEreSt RAE POICY ... ..uuiiiiiiiiiiiii s 19
IX. NaVIgating the LIStS.......ccciiiieiiiiei e e e e e e et a e e e e e e e eaaaan 19
Appendix A. Sources and Uses of Funds for State Fiscal Year 2015.............ccccceeeeeeeenen. 21
Appendix B. RatiNg CHIEIA .......cuuviiiiii e e e e e e e e aa e e e e e eeannne 23
Appendix C. Disadvantaged Community Eligibility Criteria ............ccccoovviviiiiiiiiiiiiiiiiieen 27
Appendix D. Special Grant CoNdItiONS.............ciiiiiiiiiiiii e e eeeenes 31
AppendiX E. BYPasS PrOCERAUIES .......uuuiiii et e e e e e eeaa e e e e 35
Appendix F.  Key to EPA COSt Cat@QOIIES. .......ccuuiiiiiiiiiiiiiiiiiiiiieeeiisiseiseeseenseeesneenennnnnnnnnees 37
Appendix G: Alphabetic List of Eligible Projects .............cceveiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiie 39
Appendix H: Alphabetic List of Ineligible Projects ..........cccooieeiiiiiiiiieiie e 63
Appendix I:  Projects Ineligible for Disadvantaged Status................eevvvveeiiieiiiiiiiiiieiieiinnns 65
Appendix J: Project Priority LIST..........ouiiiiiiiiiiiiiiiiiiiiiiiiiieeieeeeieeeeeeeseseeeeeeeeeeeeeeeeeeeeeeeeneeees 67
Appendix K:  INVIted ProjeCS LISt .......uuuiiii i 91
Appendix L:  Invited Green PrOJECTS ....uuii i 99
Appendix M. Changes to the CWSRF enacted through WRRDA.............cccooiiiiiiiinn. 103

Texas Water Development Board rules governing the Clean Water State Revolving Fund program (Texas
Administrative Code, Title 31, Part 10, Chapter 375) may be accessed online at
info.sos.state.tx.us/pls/pub/readtac$ext.ViewTAC?tac_view=4&ti=31&pt=10&ch=375



Texas Water Development Board
SFY 2015 Clean Water State Revolving Fund
Intended Use Plan

Introduction and Purpose of the Intended Use Plan

In 1987 Congress passed federal amendments to the Clean Water Act (CWA) that established
the Clean Water State Revolving Fund (CWSRF) program. The Texas Water Development
Board (TWDB) is authorized by state law to administer this program for Texas.

Annually, the state must prepare an Intended Use Plan (IUP) that describes how it intends to
use CWSRF program funds to support the overall goals of the program. The IUP must
describe the short- and long-term goals, criteria and method of distributing the funds,
disadvantaged community assistance, additional subsidy, financial status, transfers, cross-
collateralization, the priority ranking system, and the priority lists of projects. It communicates
the TWDB'’s plans to stakeholders who include the public, political subdivisions, other state
agencies, and the Environmental Protection Agency (EPA).

Texas is eligible for a $64,084,000 capitalization grant from funds appropriated by Congress for
Federal Fiscal Year (FFY) 2014. The TWDB will comply with the requirements associated with
FFY 2014 grant funds in State Fiscal Year (SFY) 2015. The IUP is a central component of the

TWDB's application to EPA for the capitalization grant.

The amount of funds available for projects for this SFY 2015 IUP is $525,000,000. The source
of funds includes the FFY 2014 capitalization grant, state match, principal and interest
repayments from loans, investment earnings, additional cash resources, and if loan demand
warrants, the net proceeds from bond issues. The program is required to offer both below-
market interest rates and additional subsidy. To meet the additional subsidy requirement,
TWDB has elected to offer loan forgiveness of 30%, 50% or 70% to eligible disadvantaged
communities and 15% of the costs associated with eligible green projects. Throughout the IUP,
loan forgiveness may be referred to as Additional Subsidy, Subsidized Green Funding or
Disadvantaged Community Funding. The demand for this loan forgiveness funding far
outpaces its availability. Therefore, entities invited to submit applications for loan forgiveness
funding are strongly encouraged to apply as soon as possible after receiving their invitation.

Projects on the Invited Projects List (Appendix K) were invited to submit applications after
Board approval of the IUP. After the initial invitation round, applications for funding under this
SFY 2015 IUP will be accepted year-round until the SFY 2016 IUP is approved by the Board.

Public Participation in the Development of the Intended Use Plan

Public participation is an important and required component of the IUP development process.
The TWDB takes seriously its responsibility in administering these funds and considers public
input necessary and beneficial.

A. Notice

To seek public comment on the proposed uses of funds, the draft amended IUP, including
the associated lists, was made available for a 30-day public comment period. In addition, a
public hearing was held in Austin to accept public comments. Availability of the draft
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amended SFY 2015 CWSRF |UP, dated December 23, 2014, was announced as follows:

» Public notification of the draft IUP, the public comment period, and public hearing notice
was posted on the TWDB website at www.twdb.texas.gov.

* A notice of the public hearing was published in the Texas Register.
» A copy of the draft IUP was sent to EPA for review.
B. Comment

Written comments were accepted via the following four options from December 23, 2014,
until 5:00 P.M. on January 22, 2015.

1. The public hearing held on January 20, 2015, at 2:00 P.M. in Room 172 of the Stephen
F. Austin Building located at 1700 N. Congress Avenue in Austin, Texas

2. Comments submitted via the following online comment page:

www.twdb.texas.gov/apps/iup

3. Comments emailed to the following electronic mail address:

iupcomments@twdb.texas.gov.

Please specify in the subject line “CWSRF comments”.

4. Comments mailed to the following postal mail address:
Ms. Jo Dawn Bomar, Director
Program Administration and Reporting
Texas Water Development Board
P.O. Box 13231
Austin, TX 78711-3231

No comments were received on the draft amended IUP.

C. Approval

The initial SFY 2015 CWSRF IUP was considered and approved by the TWDB'’s Board on
August 21, 2014. The final amended IUP will be finalized once it is considered and adopted
by the Board.

D. Documentation

The initial IUP was submitted to the EPA on August 22, 2014 following Board approval.
EPA approved the initial IUP on September 9, 2014. After Board approval, the amended
IUP will be formally submitted to the EPA for approval.

lll. Description of the Clean Water State Revolving Fund Program

The CWSRF provides below market-rate loans, and loan forgiveness, to finance projects that
4
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facilitate compliance with the water pollution control requirements of the CWA. The CWSRF is
authorized by the CWA to provide financial assistance for the construction of publicly owned
treatment works under Section 212; the funding of nonpoint source projects under Section 319;
and the funding of estuary protection projects under Section 320. Throughout this document we
refer to these types of projects simply as publicly owned treatment works, nonpoint source, and
estuary or estuary management projects. In addition, as described in Appendix M, the Water
Resources Reform and Development Act (WRRDA) of 2014 increased the types of projects
eligible under the CWSRF.

A. Eligible Applicants

Applicants eligible to apply for assistance include

Wastewater treatment management agencies, including interstate agencies

Cities, commissions, counties, districts, river authorities, or other public bodies created
by or pursuant to state law that have authority to dispose of sewage, industrial waste, or
other waste

Authorized Indian tribal organizations

Private entities, as prescribed in Appendix M, for:

for nonpoint source projects;

estuary management projects;

construction, repair, or replacement of decentralized wastewater treatment;
measures to manage, reduce, treat, or recapture stormwater or subsurface
drainage water;

the development and implementation of watershed pilot projects; and
reuse or recycling wastewater, stormwater, or subsurface drainage water.

Qualified non-profits (an entity having Federal tax-exempt status), as prescribed in
Appendix M, to provide assistance to owners and operators of small and medium
publically owned treatment works.

B. Eligible and Ineligible Use of Funds

1.

Examples of eligible project costs include planning, acquisition (for certain purposes),
design, and construction of projects to:

» Create or improve wastewater treatment facilities, reuse/recycle facilities, and
collection systems

» Purchase existing wastewater treatment plants

» Control nonpoint source pollution

* Manage estuaries

e Implement green projects (pursuant to EPA guidance)

¢ Pay for other costs necessary to secure or issue debt

» Purchase land necessary for construction on an eligible project

» Construct, repair, or replace decentralized wastewater treatment systems

* Manage, reduce, treat, or recapture stormwater or subsurface drainage water
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* Reduce the demand for publically owned treatment works capacity through water
conservation, efficiency, or reuse using SRF funds provided to political subdivisions

» Develop and implement watershed pilot projects

* Reduce the energy consumption needs for publically owned treatment works using
SRF funds provided to political subdivisions

* Re-use or recycle wastewater, stormwater, or subsurface drainage water.

* Increase the security of publically owned treatment works

* Provide assistance to owners and operators of small and medium publically owned
treatment works using SRF funds provided to a qualified nonprofit entity (an entity
having Federal tax-exempt status)

2. Examples of ineligible project costs include:

* Projects primarily intended to facilitate growth

e Publically Owned Treatment Works (Section 212) projects for systems that are
owned by private or nonprofit entities.

» Treatment works owned or operated by a federal agency

» Excavation, testing, remediation, or disposal of hazardous, contaminated, or
potentially contaminated material

IV. State Fiscal Year 2015 Significant Program Changes
Significant program changes to the SFY 2015 IUP are highlighted below.

1. Terms (Section VII.I): The TWDB may offer terms of up to 30 years for all phases of the
project, including planning, acquisition, design, and/or construction according to Board
determined guidelines and in accordance with the Clean Water Act.

2. Cross-collateralization (Section VIII.B.) The TWDB may pledge the fund assets of the
CWSREF as security for bond issues in the DWSRF program, and may pledge the fund
assets of the DWSRF as security for bond issues in the CWSRF program.

3. Disadvantaged Eligibility Reviews. (Appendix C. Disadvantaged Community Eligibility
Criteria): In previous years, the process for reviewing projects for disadvantaged eligibility
was on an individual project basis. If an entity submitted multiple project information forms
requesting disadvantaged funding consideration, they were reviewed and, if eligible, were
assigned a level of loan forgiveness independently. Starting this SFY, if an entity submits
applications for multiple projects during the SFY, the TWDB may re-evaluate disadvantaged
eligibility and the level of loan forgiveness taking into account all submitted projects.

4. American Iron and Steel Provisions (Appendix D. Special Grant Conditions) The Federal
Fiscal Year (FFY) 2014 federal appropriations includes an "American Iron and Steel (AlS)"
requirement that requires CWSRF assistance recipients to use iron and steel products that
are produced in the United States for projects for the construction, alteration, maintenance,
or repair of a public water system or treatment works if the project is funded through an
assistance agreement executed beginning January 17, 2014 (the date of enactment of the

6



Texas Water Development Board
SFY 2015 Clean Water State Revolving Fund
Intended Use Plan

appropriations). The law sets forth certain circumstances under which the EPA may waive
the AIS requirement. Furthermore, the Act specifically exempts projects where the
engineering plans and specifications were submitted to the TWDB by January 17, 2014 and
approved by TWDB between January 17, 2014 and April 15, 2014. In addition, based on
WRRDA, projects are exempt if funded October 1, 2014 or after that had plans and
specifications approved by TWDB prior to June 10, 2014. WRRDA has made the AIS
requirement permanent for the CWSRF program.

5. Changes from WRRDA (Appendix M. Changes to the CWSRF enacted through WRRDA).
WRRDA made changes related to the definition of treatment works, types of eligible
projects, required level of environmental review, accounting records, fiscal sustainability
plans for loan recipients, and the maximum loan term.

V. Clean Water State Revolving Fund Program Goals

The primary goal of the Texas CWSRF program is the same as the CWA - to restore and
maintain the chemical, physical, and biological integrity of the state's waters by preventing the
discharge of pollutants. The overall goals of the CWSRF program are to prevent the discharge
of pollutants from point and nonpoint sources; identify and provide funding for maintaining
and/or bringing publicly owned treatment works into compliance with EPA clean water
standards; to support affordable and sustainable wastewater treatment processes; and to
maintain the long-term financial health of the program. The TWDB applied for the FFY 2014
grant allotment in the amount of $64,084,000 on July 18, 2014 and received the grant award on
September 9, 2014.

A. Short-Term Goals

1. Encourage the use of green infrastructure and technologies by offering loan forgiveness
for green infrastructure, energy efficiency, water efficiency, or environmentally
innovative portions of projects.

2. Offer terms of up to 30 years for planning, acquisition, design, and/or construction
according to Board determined guidelines and in accordance with the Clean Water Act.

3. Provide financing to communities listed in the IUP that are under enforcement orders to
meet the deadlines for compliance with the CWA.

4. The TWDB may cross-collateralize the CWSRF program and the DWSRF program
upon approval.

5. Enhance our current level of outreach on the SRF programs by hosting regional SRF
workshops in SFY 2015 and utilizing the regional project teams. In addition, the TWDB
will continue its use of social media such as Facebook and Twitter.

B. Long-Term Goals

1. Maintain the fiscal integrity of the CWSRF in perpetuity.
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2. Employ the resources of the CWSRF in the most effective and efficient manner to
prevent the discharge of pollutants into the state’s waters, assist communities in
maintaining compliance with EPA’s clean water standards, and maintain a strong loan
assistance program that is responsive to changes in the state’s priorities and needs.

3. Assist borrowers in complying with the requirements of the Clean Water Act by meeting
the demands for funding publicly owned treatment works, the control of nonpoint source
pollution, and the management of estuaries through loans with interest rates below
current market levels and with additional subsidization in the form of loan forgiveness.

VI. Funding Available in State Fiscal Year 2015
A. Requirements, Allocations, and Reserves
1. Federal Requirements on Available Funds

All funds are subject to certain federal requirements such as the Davis-Bacon Act and
American Iron and Steel provisions. A portion of the CWSRF funds, in an amount equal
to the federal capitalization grant, must follow all federal requirements known as cross-
cutters. The CWSRF-funded projects that must follow all federal cross-cutters are
referred to as Equivalency projects.

2. Allocations of Available Funds

A total of $525,000,000 is available for SFY 2015. The total amount of equivalency
funds for SFY 2015 is at least $64,084,000, which is the amount of the FFY 2014
capitalization grant. The amount of funds available is allocated to the following funding
options.

Funds Available

Funding Option Allocation

Subsidized Green (Equivalency or Non-Equivalency) $961,260
Disadvantaged Communities (Equivalency) $4,269,692
Loans (Equivalency and Non-Equivalency) $519,769,048
Total $525,000,000

3. Reserves Established from Available Funds

The following reserve amounts may be applied to the Disadvantaged Community,
Subsidized Green, and Loan funding options.
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Reserve ’ Amount
Green Project Reserve (10% of capitalization grant) * $6,408,400
Small Communities (15% of capitalization grant) $9,612,600
:\?;;(E:E)Source/Estuary Management (7% of total funding $36,750,000
*This amount includes the funds allocated for green subsidy.

The TWDB is required to ensure that an amount equivalent to 10% of the capitalization
grant is allocated to approved green project costs. This amount is known as the Green
Project Reserve (GPR). To encourage green infrastructure projects, a portion of the
additional subsidy will be made available for projects that include green infrastructure.
In order to be eligible to receive green subsidy, projects must have approved green
project elements with costs that equal or exceed 30% of the total project cost.

A portion of the disadvantaged community and subsidized green funding will be
reserved for nonpoint source and estuary management projects. If they are not utilized,
it may be offered to publicly owned treatment work projects.

B. Leveraging to Provide Additional Funding

The TWDB sells bonds to obtain additional funds that leverage the CWSRF program as
necessary to meet the demand for funding additional clean water projects.

C. Funds from Prior Years

Additional funds that may become available through unobligated previous grant funds,
deobligation or closure of previous loan commitments, or repayments will be allotted to
eligible projects.

D. Transfer of Funds

Section 302 of the Safe Drinking Water Act (SDWA) Amendments of 1996 provides states
the authority to reserve and transfer funds between the DWSRF and the CWSRF programs.
In accordance with Section 302, the TWDB hereby reserves the authority to transfer an
amount up to thirty-three percent (33%) percent of the DWSRF program capitalization
grant(s) to the CWSRF program or an equivalent amount from the CWSRF program to the
DWSRF program.

VII. Criteria and Method of Distribution of Funds
A. Solicitation of Project information

Project information was solicited from eligible entities across the state in a letter dated
October 29, 2013, with a response deadline of March 3, 2014. Potential applicants
provided information on the Project Information Form (PIF) based on the type of project:
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publicly owned treatment works, nonpoint source, or estuary management, and
disadvantaged community status.

The required information was submitted on a PIF and consisted of:
* A detailed description of the proposed project
* A map(s) showing the location of the service area

* An estimated total project cost which, if greater than $100,000, must be certified by
a registered professional engineer

» A checklist and schedule of milestones to determine a project’s readiness to
proceed to construction

*  The population currently served by the applicant
»  Green project information
e Signature of the applicant’s authorized representative

» Additional information detailed within the solicitation for projects as needed to
establish the priority rating

Additionally, entities were asked to submit information about effective system management.
Examples of effective management criteria include asset management, water conservation,
regional plans, and energy audits.

Carryover of Projects from Prior Intended Use Plans

Projects in prior IUPs remain active for up to three years from the IUP in which they are first
included until (i) they receive a commitment for funding, (ii) are determined ineligible, (iii)
indicate that the project is no longer needed or has been completed, or (iv) indicate they no
longer wish to be included on the list. Projects are automatically included in subsequent
project lists based on the number of priority points received in the year they were first
accepted and rated. Individual ranking is not preserved and will be determined in a manner
consistent with a particular year’s IUP. An update form is available for entities wishing to
update project information for a project that has been carried forward.

Evaluation of the Project Information Received and Priority Rating System

All PIFs were evaluated by the TWDB and projects determined to be eligible for funding
were rated and ranked according to the established rating criteria. The TWDB also
evaluated the eligibility of projects for disadvantaged community funding, following the
disadvantaged community eligibility criteria presented in Appendix C. Throughout the
evaluation process, entities were contacted by staff if additional information was needed for
clarifying their eligibility for disadvantaged status or effective management points.
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The TWDB performed the priority rating of projects for publicly owned treatment works and
nonpoint source projects as described below, with details provided in Appendix B. For
information on scoring for specific projects, a report detailing the scoring for each project is
posted on the TWDB's website.

1. Rating Criteria for Publicly Owned Treatment Works Projects

* Impacts to water quality — projects that protect stream segments and groundwater
from pollution.

* Unserved areas — projects that will bring individual systems into a centralized
system or projects that address onsite systems.

* Regionalization of treatment works — projects that will promote efficiency by
consolidating and eliminating systems.

* Reduction or prevention of sewer system overflows, inflow, and infiltration.

»  Affordability — factor applied to an entity that qualifies as a disadvantaged
community (see Appendix C).

»  Effective Management.
2. Rating Criteria for Nonpoint Source/Estuary Management Projects

«  Public health — ability to improve conditions that a public health official has
determined are a nuisance and are dangerous to public health and safety and that may
result from water supply and sanitation problems in the area to be served by the
proposed project.

*  Groundwater — minimization of the impact of pollutants to an aquifer or
groundwater.

* Impaired water body — ability to improve conditions in any water body that does not
meet applicable water quality standards or is threatened for one or more designated
uses by one or more pollutants.

* Nonpoint source projects must be an identified practice within a water quality
management plan, or must be a best management practice described or referenced in
the Texas Nonpoint Source Management Program.

»  Affordability — factor applied to an entity that qualifies as a disadvantaged
community (see Appendix C).

«  Effective Management.
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D. Ranking and Creation of Project Priority List and Invited Projects List

Each project submitted by the initial deadline and determined to be eligible is ranked from
highest to lowest by the combined rating factor and included on the Project Priority List
(PPL). Inthe event of ties in the rating, priority is given to the project serving the smaller
total population. Project information submitted after the March 3™ deadline was not
considered for rating purposes prior to adoption of the initial PPL. Following approval of the
IUP, changes to a ranked project that result in a project no longer addressing the issues for
which it was rated will require the project to be re-rated and re-ranked, except in the
following circumstances:

1. The applicant for a proposed project changes but the project does not change;

2. The number of participants in a regional project changes and the change does not
result in a change to the rating; or

3. The fundable amount of a proposed project does not increase by more than 10% of the
amount listed in the approved IUP. The Executive Administrator may waive the 10%
limit to incorporate additional elements to the project; however, only one increase prior
to closing may be allowed.

The Invited Projects List (IPL) presented in the IUP (Appendix K) refers to a subset of
projects from the ranked PPL and includes only the projects that were invited to apply for
funding during the four weeks following the Board’s approval of the IUP.

Based on a review of milestones achieved to date, the TWDB reviewed each project to
determine which phases would be eligible to receive funding during SFY 2015. The phases
indicated on the IPL represent the phases deemed eligible based on that review. To fulfill
the reserve established for construction projects, those projects representing only the
construction phase that are ready to proceed receive a priority on the IPL. If an entity is
interested in applying for additional phases of the project not listed on the IPL or not
mentioned in the invitation letter, an updated Readiness to Proceed to Construction form
must be submitted and an eligibility determination will be made by TWDB prior to the pre-
application meeting.

For SFY 2015, the initial IPL represents projects with costs exceeding the available amount
of funds allocated for Equivalency projects. Once the amount of funds allocated to
Equivalency projects has been reached, funds will be allocated to Non-Equivalency
projects. Periodically, the IPL will be reviewed and compared to the applications received.
To ensure receipt of a desired funding option (e.g. disadvantaged communities or green
project), entities must submit a completed loan application. Allocations of the
disadvantaged and green subsidies will be determined after receipt of a completed
application and prior to commitment. If funds are still available additional invitations will be
extended to other projects on the PPL. Subsequent rounds of invitations will include Non-
Equivalency funds, as well as any remaining Equivalency funds.
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E. Bypass Procedures

The Executive Administrator may decide to bypass, or skip, higher ranked projects in favor
of lower ranked projects to ensure that funds available are utilized in a timely manner and
that statutory and capitalization grant requirements are met. In addition, if an entity is
offered funding for any project that has an interrelated project ranked lower on the list, the
Executive Administrator has discretion to also offer funding for the interrelated project.
Reasons for bypassing projects are discussed in Appendix E.

F. Distribution of Funds
The distribution of funds will occur as described in this section.

Readiness to Proceed to Construction Process:

Readiness to proceed to construction means that there are no significant permitting, land
acquisition, social, contractual, environmental, engineering or financial issues that would
keep the project from proceeding in a timely manner to construction. All projects solicited
for this IUP were asked to submit information regarding the project’s current status as of the
solicitation period deadline. The information is used in determining which phases are
included on the IPL as eligible for funding at this time. Projects that received funding for
planning, acquisition and/or design during SFY 2012, 2013, or 2014 were automatically
added to the SFY 2015 PPL and the IPL for construction phase funding based on the
number of points they received in the year they were rated. Any invitation for construction
phase funding is contingent upon the project having met the required ready to proceed
milestones. The Executive Administrator may bypass projects to invite those deemed ready
to proceed.

Phases on the IPL:

1. Planning, Acquisition, and Design Funding

Projects on the IPL that have not completed planning, acquisition, and design activities
and are not deemed ready to proceed to construction during SFY 2015 received an
invitation to fund only the PAD portion of the project. Financial assistance for the PAD
portion of a project is eligible for a below-market interest rate and must close within six
months of receiving a commitment.

2. Construction Funding Only

Projects on the IPL that were determined to be ready to proceed to construction based
on the current status of their planning, acquisition, and design activities may receive an
invitation to fund the construction portion of the project. Financial assistance for the
construction portion of a project is eligible for a below-market interest rate and must
close within one year of receiving a commitment.

For SFY 2015, the TWDB is reserving up to 70% of funds available for projects that
requested Construction funding only, provided there are projects deemed ready to
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proceed. The Executive Administrator may bypass those projects not deemed ready to
proceed.

If a commitment is received in SFY 2015 for the Planning, Acquisition, and/or Design
phase(s), the remaining phase(s) of the project will be placed on subsequent fiscal year
IUPs until the project is ready to proceed to the construction phase or up to three years
from closing its initial commitment for Planning, Acquisition, and/or Design phase,
whichever is sooner. These subsequent listings will automatically retain the same
rating score and will receive a priority for the remaining phases unless, during the
annual solicitation period, an entity submits a PIF update form that reflects changes in a
project’s scope, schedule, budget, or rating criteria which would require a new rating.

3. Planning, Acquisition, Design and Construction Funding or Pre-Design Funding
Option

The pre-design funding option allows an applicant to receive a single loan commitment
for all phases of a project. The construction portion of the project must be deemed
ready to proceed before funds for the construction phase will be released. This option
may be considered for projects based on a TWDB finding that there are no significant
permitting, land acquisition, social, contractual, environmental, engineering or financial
issues that would keep the project from proceeding in a timely manner to construction.
A loan utilizing the pre-design funding option must close within one year of receiving a
commitment.

Invitations and Application Submissions

Entities with projects on the IPL were informed of the opportunity to submit an application
for the project phases shown on the list using the funding options in the next section.
Invited applications from projects on the initial IPL that were received during the initial four
weeks after Board approval of the IUP were allotted funding for disadvantaged and green
project loan forgiveness based on rank order; provided TWDB determines they are
administratively complete as submitted or within 14 days from the date the applicant
received a notice to correct deficiencies. After the period to cure any deficiencies had
elapsed, funds were allotted on a first come, first served basis. Prior to submitting an
application, entities are required to participate in a pre-application meeting to discuss the
application process and requirements.

Each application received by the TWDB will be reviewed to ensure that the required
milestones have been met to allow funding of the phase(s) being requested. If the
application review indicates that the appropriate milestones for requested funding have not
been met, funding may be limited to only those phases deemed eligible at that time. If the
application review determines that a project is not ready to proceed for funding for the
phase(s) being requested, the project may lose any subsidy allotted to it during the review
process.

Entities invited for only planning, acquisition and/or design phases may provide an updated
Readiness to Proceed to Construction form if milestones have been met that would allow
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the project to be deemed eligible for construction phase funding.

Projects may be bypassed if an applicant fails to timely submit a complete application or
additional requested information. After the initial four-week application period, invited
applications were processed on a first-come, first-served basis, with funding allocations
based on the date the application is considered administratively complete. Applications will
be accepted throughout the year until the SFY 2016 IUP is approved by the Board.

. Funding Options

Entities listed on the IPL were invited to apply for one of the following funding options.
Funding options are either Equivalency or Non-Equivalency.

Equivalency (Federal Requirements) - A portion of the CWSRF funds must follow all
federal requirements commonly known as cross-cutters. This type of financial assistance is
referred to as Equivalency and offers an interest rate of 155 basis points below the market
rate. The TWDB requires applicants seeking Equivalency financial assistance to complete
and submit a Pre-award Compliance Review Report which lists the federal requirements
that apply to their project. More information on the federal cross-cutters can be found in
Appendix D.

Non-Equivalency (State Requirements) - Non-Equivalency financial assistance is not
subject to federal cross-cutter requirements, with the exception of the federal anti-
discrimination laws, also known as the super cross-cutters. This type of assistance is
available to all entities and offers an interest rate of 120 basis points below the market rate.

1. Funding Options Available:

a. Disadvantaged Community Funding (Equivalency only)

For an entity to qualify as a disadvantaged community, the adjusted Annual Median
Household Income (AMHI) of the entity’s service area, or portion of the service area,
must be less than or equal to 75% of the State’s adjusted AMHI and the Household
Cost Factor must be greater than or equal to 1% if only water or sewer service is
provided or greater than or equal to 2% if both water and sewer service are
provided. The percent of loan forgiveness is based on the difference between the
calculated and minimum required household cost factors, as shown below:

: Loan Forgiveness as a % of estimated
Household Cost Factor Difference 9 0

CWSRF-funded project costs

2 0% and < 1.5% 30%
21.5% and < 3% 50%
> 3% 70%
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b. Subsidized Green Funding (Equivalency or Non-Equivalency)

Entities may receive Subsidized Green loan forgiveness if their project has elements
that are considered green and the cost of the green portion of their project is 30% or
greater of the total project cost. For SFY 2015, this funding option offers 15% in loan
forgiveness of total eligible green costs, and is available for Equivalency or Non-
Equivalency projects. The loan origination fee will not be applied to project costs
that are funded with loan forgiveness. Additional information can be found in
Appendix D.

c. Loan Funding (Equivalency or Non-Equivalency funds)

All entities listed on the IPL were eligible to receive loan funding for Equivalency or
Non-Equivalency projects.

2. Emergency Relief Projects:

The TWDB may consider Emergency Relief funding to replace or rehabilitate essential
wastewater treatment facilities that pose an imminent peril to public health, safety,
environment, or welfare and threat of failure in response to an emergency condition(s).
Projects will be rated by the TWDB and added to the PPL as "Emergency Relief”
projects. Emergency relief projects submitted after the March 3, 2014 project
information form submission deadline may be invited in the first round of invitations for
SFY 2015 funding. The Executive Administrator may bypass projects to provide
funding to emergency relief projects.

3. Loan Origination Fee:

Regardless of which funding option is pursued, a loan origination fee of 1.85% is
assessed at closing on the loan portion of a commitment. The Loan origination fee does
not apply to any loan forgiveness amounts. The loan recipient has the option of
financing the origination fee in their loan or paying this fee at closing. Fees are not
deposited into the CWSRF. The fees will be used for administrative costs, including
project construction oversight, regulatory compliance, and long-term financial
monitoring.

4. Summary of Options:

The following table provides a comparison of the different funding options.
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Loan
Forgiveness

30%, 50%, or 70%

Interest Rates

Equivalency

155 basis points
below market

Non-Equivalency

N/A

Subsidized Green

15%

155 basis points
below market

120 basis points
below market

Loans

N/A

155 basis points
below market

120 basis points
below market

Loan
Origination Fee

1.85% *

* Not assessed on the loan forgiveness portion

I. Terms of Financial Assistance

Financing may be offered for a term of up to 30 years for the planning, acquisition, design,
and/or construction phases according to Board determined guidelines and in accordance
with the Clean Water Act. The term of financial assistance offered may not exceed the
projected useful life of an eligible project.

J. Loan Closing

A PAD financial assistance commitment must close within six months. A construction or
pre-design (planning, acquisition, design and construction) financial assistance commitment
must close within one year. The Board may grant an extension of time to close if an
applicant demonstrates sufficient reason for a delay.

Type of Financial Assistance | Closing Deadline

PAD 6 months
Construction 12 months
Pre-Design Funding 12 months

K. Project Priority List Updates

Entities may submit PIFs any time year-round. Eligible projects will be rated and ranked
and added to the project lists. Amendments to the project lists will undergo a 14-day public
review period that will be advertised on the agency website. Following the public review
period, projects added to the lists may receive an invitation to apply for funding.

L. Limits on Funding

1. Proportionate Share

The TWDB may limit the amount of funding available to an individual entity based on a
proportionate share of total funds available. For SFY 2015, the TWDB will not establish
a proportionate share requirement.
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2. Additional Project Funding Before Closing

The total project costs may be increased prior to closing; however, the total amount of
additional subsidy allocated to the project would not increase from the amount listed in
the adopted IUP. The TWDB may consider allocating additional subsidy to reflect the
increased costs on a case-by-case basis if subsidy funding is available. Only one cost
increase prior to closing may be allowed.

3. Cost Overruns After Closing

In the event of cost overruns on projects funded from a previous Board commitment,
supplemental loan funding may be considered on a case by case basis.

M. Updates to the Intended Use Plan

Substantive changes to the IUP will be made through an amendment after a 14-day public
review and comment period. Non-substantive changes may be made by the TWDB without
public notification.

VIII. Financial Status of the Clean Water State Revolving Fund

The amount of funding available for SFY 2015 is set at $525,000,000. The amount of the FFY
2014 capitalization grant for the CWSRF is $64,084,000, with a match of $12,816,800 provided
by the state. The TWDB will comply with the requirements associated with the FFY 2014
allotment in SFY 2015. The deposit of state match usually occurs at the time of the scheduled
grant payment; however, it may be deposited earlier and the source of funding varies based
upon needs and availability.

A. Federal Fiscal Year 2014 Capitalization Grant Funds

To meet the binding commitment requirement, the initial round of projects invited to submit
applications exceeds the amount of the capitalization grant and state match funds. After
the initial invitation round, TWDB invites additional entities to submit applications on a first
come, first served basis. If all of the grant funds are not committed or otherwise obligated,;
grant funds remaining after the SFY 2015 funding cycle has ended will be rolled forward to
the SFY 2016 IUP.

B. Leveraging and Cross-collateralization

The CWSREF is leveraged to provide funds over and above the capitalization grant and
state match to assist public water systems meet their needs. As authorized by the Clean
Water and Safe Drinking Water Acts, the TWDB may pledge the fund assets of one
program as security for bond issues in the other program. These options do not combine
the fund assets of the two programs or secure match bonds. This cross-collateralization of
CWSRF and DWSRF enhances the lending capacity of DWSRF program. In order to gain
the maximum benefit for the programs and eventual borrowers, the necessary actions
needed to allow cross-collateralization of the CWSRF and DWSRF will be authorized and
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completed prior to leveraging of the DWSRF.

C. Method of Cash Draw

The method of cash draw for the FFY 2014 capitalization grant is to expend the required
state match first, and then federal funds will be drawn at a rate of 100%.

Long-Term Financial Health of the Fund

The long-term financial health of the CWSRF is monitored through ongoing cash flow and
capacity modeling. The TWDB lending rate policy has been established to preserve the
corpus of the capitalization grants and state match funds, excluding the amount of loan
forgiveness and administration from each grant. The fund is managed to sustain strong
programmatic cash flows necessary to exist in perpetuity.

Interest Rate Policy

The TWDB has established an interest rate policy that provides for fixed and variable rates.
The program is designed to provide borrowers with a reduction from the market based on a
level debt service payment schedule. For SFY 2015, Equivalency loans will be offered at
155 basis points below the market rate and Non-Equivalency loans will be offered at 120
basis points below the market rate. Fixed rates are set five business days prior to the
adoption of the political subdivision’s bond ordinance or resolution or the execution of the
loan agreement and are in effect for forty-five days.

IX. Navigating the Lists

Appendices G — L are a series of lists that detail the proposed project information for each
project based upon the PIFs received for SFY 2015. The lists include an alphabetical list of all
eligible projects (Appendix G), a list of projects deemed ineligible to receive CWSRF funds
(Appendix H), a list of projects deemed ineligible to receive disadvantaged funds (Appendix I),
a list of projects in order of highest priority to receive funding (Appendix J), a list of those
projects that may be invited to submit financial applications for assistance (Appendix K), and a
list of invited projects that may contain green components (Appendix L).

Appendix G - The alphabetical list is the priority list sorted alphabetically. It contains the
project information; the name of the applying entity, their total number of points and
associated priority order rank, a detailed description of the proposed project, all project
phases requested by the entity, the estimated construction start date, total project cost, the
percentage of loan forgiveness if the project is eligible to receive disadvantaged funding,
information regarding included green components, and a reference to any other related
PIFs from the current or previous IUPs. A grand total for all of the projects is listed on the
last page of the appendix.

Appendix H — Lists projects that were deemed ineligible to receive CWSRF funding with a
brief description as to why they were deemed ineligible.
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Appendix | — Lists projects that were deemed ineligible to receive disadvantaged funding
with a brief description as to why they were deemed ineligible. The project may still be
eligible to receive other funding options.

Appendix J — Lists projects in order of highest priority to receive funding. The content is the
same as the alphabetical list in Appendix G.

Appendix K — Lists projects on the Invited Projects List that are eligible to begin the next
step in receiving financial assistance from the CWSRF program. The information provided
in this list is similar to the alphabetical and priority order lists; however, the TWDB has
determined which project phases are eligible to receive funding during this SFY, which is
depicted in the Phase(s) column. The sum of these projects’ total costs constitutes a
prescribed percentage above the total funds available for the SFY. Projects on this list will
receive an invitation letter from the TWDB with the next steps to the application process.
Pertinent notes and the definitions of acronyms and footnotes are listed on the last page of
the appendix along with a grand total for the projects. The construction only projects on the
IPL were determined to be sufficiently prepared to proceed to construction based on the
information available for TWDB’s review. They either requested only construction phase
funding on the PIF and were deemed ready to proceed or were projects that received
previous PAD commitments from the TWDB and were deemed ready to proceed to
construction.

Appendix L - The Invited Green Projects List is a subset of the Invited Projects List of only
projects with green components. The information detailed includes a description of the
green components under Project Description, the categories of those green components,
the eligible phases of the project to receive funding during the SFY, the total project cost,
the total of the green component costs, the type of green project, and whether the proposed
project is eligible to receive subsidized green funding. A grand total for the projects is listed
on the last page of the appendix along with any pertinent notes and the definitions of
acronyms and footnotes.
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Appendix A. Sources and Uses of Funds for State Fiscal Year 2015
(As of April 30, 2014)

SOURCES:
FFY 2014 Federal Capitalization Grant $64,084,000
State Match - for FFY 2014 Federal Capitalization Grant $12,816,800
Undrawn previous grants (Administration) $8,028,978
Principal Repayments from Existing Loans $100,222,800
Interest Repayments from Existing Loans $77,018,693
Investment Earnings on Funds $486,675
Cash available $299,955,999
Additional net leveraging bond proceeds (based on "Projects to be Funded") $244,000,000
TOTAL SOURCES: $806,613,945
USES:
Administration:
Administration - from FFY 2014 Capitalization Grant 4% allocation $2,563,360
Banked Administrative Funds $2,000,000
Total Administration: $4,563,360
Administration from prior grants: $8,028,978

Projects to be Funded:

SFY 2015 IUP Commitments - Loan Forgiveness (Additional Subsidy-Disadv. and Green) $5,230,952
SFY 2015 IUP Commitments - Loans (Available Amount less Additional Subsidy) $519,769,048
Total Projects To Be Funded - SFY 2015: $525,000,000

Projects Already Pledged

Commitments - projects in prior [UP $143,110,551
Applications - projects in prior IUP $19,174,980
Total Projects Already Pledged or being processed: $162,285,531

Debt Service (Principal and Interest) on:
Revenue Bonds - to Leverage the Fund:

Subordinate - Variable Rate $18,841
Subordinate - Fixed Rate $91,392,588

Match General Obligation Bonds $15,324,647
Total Debt Service: $106,736,076
TOTAL SOURCES: $806,613,945
NET SOURCES (USES) $0
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Appendix B. Rating Criteria
Publicly Owned Treatment Works (Sec. 212) Rating Criteria

30 pts. — Enforcement action (court, EPA, or TCEQ order) imposes a schedule.
20 pts. — Enforcement action: Participation in TCEQ's SSO Initiative
11 pts. — Unserved area of an existing developed community is extended service.

30 pts. — Unserved area to be served has a nuisance documented by letter from the TCEQ or a
Designated Agent licensed by the TCEQ. If the project is in an Economically Distressed
Areas Program county, the letter may come from the State Health Department or a
registered sanitarian.

10 pts. — Water body impacted by project is listed in a Watershed Protection Plan approved by

the EPA.

5pts. — Water body impacted by project is listed in a Watershed Protection Plan that is under
development.

15 pts. — Innovative or alternative types of collection or treatment are proposed.

15 pts. — Innovative approaches in stormwater treatment or minimization are proposed.

30 pts. — More stringent permit limits are to be met, or
Conversion to a no-discharge or partial reuses facility to avoid higher level of treatment.

10 pts. — Regional project removes or prevents plant outfalls, or
Regional project results in delivery of flow to, or receipt of flow at, a regional facility,
thereby avoiding construction of a separate WWTP facility.

(See - For projects that involve a facility that requires expansion of its hydraulic capacity or
below) removal of extraneous flow, use EPA self-reporting data to determine the percentage of
permitted capacity.

For existing plants permitted for = 1
MGD, use the past 12 months of (12 months ADF)(100) / (permitted ADF) = %
reported data.

For existing plants permitted for < 1 MGD,
use the highest 3-consecutive-month
average of the past 12 months of
reported data.

(max 3 months ADF)(100) / (permitted ADF) = %

ADF = Average Daily Flow
=  Million Gallons per Day

Choose ONE of the considerations below, whichever results in the largest number of

points.

30 pts. — Capacity 2 90% and project directly or indirectly improves a capacity
problem.

20 pts. — Capacity = 75% and < 90%, and project directly or indirectly improves a
capacity problem.
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15 pts. — Capacity = 65% and < 75%, and project directly or indirectly improves a
capacity problem.

15 pts. — Expansion of existing plant permitted for no-discharge where self-reporting
flow data is not required.

If the project impacts a water body by directly or indirectly mitigating a problem

identified in the latest approved State of Texas Watershed Action Planning Strategy

Table (WAP), choose the applicable score according to the category indicated on the

List. Projects impacting water bodies in a priority area will be awarded additional points.

Priority Area* | Non-Priority Area WAP Category
4a TMDL study has been completed and
50 pts. 40 pts. approved by the EPA.
5a A Total Maximum Daily Loads (TMDL)
40 pts. 30 pts. study is underway, scheduled, or will be
scheduled.
5b A review of the water quality standards
30 pts. 20 pts. for this water body will be conducted
before a TMDL is scheduled.
20 ps. 10 pts. 5¢ Additional data and information will be
collected before a TMDL is scheduled.
0 pts. 0 pts. Not applicable.

Nonpoint Source Pollution (Sec. 319) Rating Criteria

30 pts.
20 pts.
10 pts.

5 pts.

(See
below)

Area to be served has a nuisance documented by letter.
Aquifer or groundwater impacted by project is threatened.

Water body impacted by project is listed in a Watershed Protection Plan approved by
the EPA.

Water body impacted by project is listed in a Watershed Protection Plan that is under
development.

If the project impacts a water body by directly or indirectly mitigating a problem
identified in the latest approved State of Texas Watershed Action Planning Strategy
Table (WAP), choose the applicable score according to the category indicated on the
List. Projects impacting water bodies in a priority area will be awarded additional points.

Priority Area* | Non-Priority Area WAP Category
4a TMDL study has been completed and
S0 pts. 40 pts. approved by the EPA.
40 pts. 30 pts. 5a A TMDL study is underway, scheduled,

or will be scheduled.

5b A review of the water quality standards
30 pts. 20 pts. for this water body will be conducted
before a TMDL is scheduled.
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20 pis 10 pts 5¢ Additional data and information will be
PtS. pis. collected before a TMDL is scheduled.
0 pts. 0 pts. Not applicable.

30 pts. — The project includes stream bank restoration or contain elements of Low Impact

Development, such as vegetated filter strips, bio-retention, rain gardens, or porous
pavement

Estuary Management (Sec. 320) Rating Criteria

20 pts.
20 pts.
20 pts.
20 pts.
20 pts.

20 pts.

Project restores, protects, and enhances coastal natural resources.
Project improves water quality.

Project enhances public access.

Project improves onshore infrastructure and environmental management.
Project mitigates erosion and stabilizes shorelines.

Project educates the public on the importance of coastal natural resources.

Effective Management Rating Criteria

5 pts.

2 pts.

Entity has adopted an asset management plan within the past 5 years that incorporates
an inventory of all assets, an assessment of the criticality and condition of the assets, a
prioritization of capital projects needed, and a budget

Entity is planning to prepare an asset management plan as part of the proposed project.

Asset management training has been administered to the entity’s governing body and
employees.

Proposed project addresses a specific goal in a water conservation plan.

Proposed project addresses a specific goal in an energy assessment, audit, or
optimization study conducted within the past three years.

Project is consistent with a state or regional water plan, integrated water resource
management plan, regional facility plan, regionalization or consolidation plan, or a
TMDL implementation plan.

Disadvantaged Eligibility

10 pts. — Entity qualifies as a disadvantaged community.
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Appendix C. Disadvantaged Community Eligibility Criteria

TWDB staff determines Disadvantaged Community eligibility. An eligible disadvantaged
community consists of all of the following:

1. The service area of an eligible applicant, the service area of a community that is located
outside the entity’s service area, or a portion within the entity’s service area if the proposed
project is providing new service to existing customers;

2. Has an inflation-adjusted annual median household income that is no more than 75% of the
adjusted state median household income for the most recent year for which reliable data is
available, and

3. If the service area is charged for either water or sewer services, has a household cost
factor for either water or sewer rates (whichever is applicable) that is greater than or equal
to 1.0%; or, if the service area is charged for both water and sewer services, has a
combined household cost factor for water and sewer rates that is greater than or equal to
2.0%.

4. The Board may alter or add to these factors to provide financial assistance to an entity that
cannot otherwise afford a CWSRF loan.

Individual projects will be reviewed for disadvantaged community eligibility as stand-alone projects.
However, if an entity submits an application covering multiple PIFs or multiple applications for
multiple PIFs within the State Fiscal Year prior to any receiving a funding commitment, the
disadvantaged community eligibility will be re-evaluated based on the combined costs of all the
projects.

Annual Median Household Income
There are two methods to determine the adjusted annual median household income.

1. Use the most recent reliable Census Bureau data from the following sources:
o 5-year American Community Survey (ACS);
e 3-year ACS;
e 1l-year ACS; or
2. Use data from a survey approved by the Executive Administrator of a statistically
acceptable sampling of customers in the service area completed in accordance with the
most current Socioeconomic Surveys Guidelines (WRD-285). The Socioeconomic Survey
Guidelines are posted on the TWDB web site.

The TWDB reviews the more recent ACS data to determine whether it is reliable and accurate
using a coefficient of variation (CV). The Census Bureau states that for data to be considered
reliable, the CV needs to be less than or equal to 15%. If the data from the most recent ACS is
considered unreliable (greater than 15%), then data from a less recent ACS or the 2000 Decennial
Census may be used to determine eligibility.
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In instances where the ACS data does not adequately reflect an entity’s service area (e.g. an entity
serves a community outside of its CCN, an entity serves another system, the entity is a system
without a Census Bureau defined boundary, etc.), a prorated analysis of ACS block group data will
be performed to calculate the adjusted AMHI. An example of this method follows:

The following table is an example of 2000 census tract and block group data within Harris County,

Texas.
Prorated US Census Data

G J
Household
2000 US Connections Entity's
Census as a % of Entity's 2000
us 2000 US 2000 US Average Total 2000 Entity's Average
Census Census Census Household | Number of Household Household Population | 2000 AMHI Household
Tract Population AMHI Size Connections Connections (DxG) Size (ExG)
2523 1 1,279 $29,712 2.75 30 2.07% 26 $614 0.06
2523 2 5,079 $60,399 3.56 66 4.55% 231 $2,745 0.16
2524 1 4,683 $43,149 3.20 1,000 68.87% 3,225 $29,717 2.20
2524 4 439 $45,781 2.93 356 24.52% 108 $11,225 0.72
Total 1,452 100.00% 3,590 $44,301 3.14

The annual median household income is then inflation adjusted to the most recent available 12-
month Texas Consumer Price Index (CPI) as determined by the TWDB prior to evaluating
information submitted on the Disadvantaged Community Worksheet.

Household Cost Factor

The household cost factor is calculated taking into account the entity’s average annual water
and/or sewer bill, the annual loan cost per customer, and the adjusted annual median household
income. The formulas for each are calculated as follows:

(Avg. # of persons/household) x (2,325 gallons/person/month)
x (Monthly water rate) x (12)

Average Annual Water Bill

(Avg. # of persons/household) x (1,279 gallons/person/month)
x (Monthly sewer rate) x (12)

Average Annual Sewer Bill

(Average Annual Water Bill) + (Annual Loan Cost)
(Adjusted Median Household Income)

Household Cost Factor =

(Avg. Annual Water Bill) + (Avg. Annual Sewer Bill) + (Annual Loan Cost)
(Adjusted Median Household Income)

Combined Household Cost Factor
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For entities that serve retail customers with differing rate structures, prorated rates were used, in
some instances, to calculate each entity’s household cost factor in SFY 2015. The following tables
are examples of the method used. The TWDB will require use of prorated rates to determine an
entity’s water and/or sewer bills when applicable.

Prorated Average Monthly Water Bill

A B lc Ip | 6 K L
Number of Average
Household Monthly [Average verage Average Prorated
Connections |Percentage |Water Household Mo. Water | First Initial Additional dditional |Other Mo. 0. Water
HH) of Total HH |Flow Size Flow / HH | Tier Rate Use ate Changes |Water Bill Bill
Entity A 33.95% . $ 6.70 $ 42.93
Entity B | 1,135 21.14% 2,325 2.47 5,743 3,000 |$ 23.41 | 100 $ 057 B - $ 39.04 $ 8.25
Entity C | 1,836 34.20% 2,325 2.78 6,464 3,000 |$ 29.85 | 1,000 $681L B - $ 53.44 $ 18.27
Entity D | 575 10.71% 2,325 2.53 5,882 1,500 |$ 16.00 | 1,000 $ 400 B - b 3353 $ 3.59
otals [[5,369 00.00% Average Monthly Water Bill 44.69

Prorated Average Monthly Sewer Bill

A C D E K L
Number of Average
Household Monthly |Average verage Average Prorated
Connections |Percentage |Water Household Mo. Water | First Initial Additional dditional |Other Mo. 0. Water
of Total HH |Flow Size Flow / HH | Tier Rate Use ate Changes |Water Bill Bill
Entity A |1, 33.95% 3,000 @ 10. $ 2.25 $ 13.57
Entity B | 1,135 21.14% 1,279 2.47 3,159 3,000 |$ 17.00 | 100 $ 0.83 - $ 18.32 $ 3.87
Entity C | 1,836 34.20% 1,279 2.78 3,556 - %2079 |1 s - - $ 2079 $ 7.11
Entity D |575 10.71% 1,279 2.53 3,236 1,500 [ 10.00 | 1,000 $ 2.00 - $ 1347 $ 144
otals (5,369 00.00% Average Monthly Sewer Bill 44.69

If an entity is requesting disadvantaged community status for a portion of its service area, the
combined household cost factor is calculated in the same manner as described above with the
exception that the annual loan cost per customer is calculated using the total household service
connections in the full service area (not the portion).

If taxes, surcharges, or other fees are used to subsidize the water and/or sewer system, the
average annual amount per household may be included in calculating the household cost factor or
the combined household cost factor.

Subsidy Determination

Communities that are determined to be disadvantaged are eligible to receive a subsidy in the form
of loan forgiveness. Any loan origination fee is not calculated on the loan forgiveness portion. The
level of disadvantaged subsidy is determined by a points system based on an entity’s difference
between the minimum required and actual household cost factors.

HCF Difference Loan Forgiveness Portion

>=0% and <1.5% 30%
>=1.5% and <3% 50%
>=3% 70%
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Systems owned and operated by a public school or school district will be evaluated for their
adjusted annual median household income for their school district boundary. Since school districts
typically do not have individual user costs, a household cost factor calculation cannot be
performed. Therefore, districts with an inflation-adjusted AMHI less than or equal to 75% of the
state’s inflation-adjusted AMHI will automatically receive Disadvantaged Community status with the
lowest available level of loan forgiveness.

If recent reliable data is unavailable for the school district to determine the inflation-adjusted AMHI,
the TWDB will use information from the Texas Education Agency’'s (TEA) Title I, Part A program to
determine income eligibility. If more than 50% of the school districts campuses are eligible for the
program, the district’s inflation-adjusted AMHI will be assumed to be less than or equal to 75% of
the State’s inflation-adjusted AMHI.
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Appendix D. Special Grant Conditions
A. Special Grant Conditions

1. Davis-Bacon Act

The TWDB and all CWSRF loan recipients will comply with the requirements of 40 CFR
Part 31, the Davis-Bacon Act, and the U.S. Department of Labor’s implementing
regulations. The Department of Labor provides all pertinent information related to
compliance with labor standards, including prevailing wage rates and instructions for
reporting. The requirements of section 513 of the Federal Water Pollution Control Act (33
U.S.C. 1372) shall apply to the construction of treatment works carried out in whole or in
part with CWSRF assistance. All contracts and subcontracts for any construction project
carried out with CWSRF assistance shall insert in full in any contract in excess of $2,000
the contract clauses found beginning on Page 18 of the document “Texas Water
Development Board Supplemental Contract Conditions and Instructions” located

at: http://www.twdb.texas.gov/financial/instructions/doc/TWDB-0550.pdf.

2. American Iron and Steel (AIS)

The TWDB and all CWSRF loan recipients will comply with the American Iron and Steel
(AIS) requirement in section 436 of the Consolidated Appropriations Act, 2014 (Act). The
Act requires CWSRF assistance recipients to use iron and steel products that are produced
in the United States for projects for the construction, alteration, maintenance, or repair of a
public water system or treatment works if the project is funded through an assistance
agreement executed beginning January 17, 2014. In addition, WRRDA made the AIS
requirement permanent for the CWSRF.

The term “iron and steel products” means the following products made primarily of iron or
steel:

» lined or unlined pipes and fittings

» manhole covers and other municipal castings

* hydrants

* tanks

» flanges, pipe clamps and restraints
» valves

e structural steel
» reinforced precast concrete
e construction materials

EPA may waive the AIS requirement under certain circumstances. Furthermore, the Act
specifically exempts projects where the engineering plans and specifications were
submitted to the TWDB by January 17, 2014 and approved by TWDB between January 17,
2014 and April 15, 2014. In addition, based on WRRDA, projects are exempt if funded
October 1, 2014 or after that had plans and specifications approved by TWDB prior to June
10, 2014. WRRDA has made the AIS requirement permanent for the CWSRF program.
Additional guidance and information is available

at http://water.epa.gov/grants _funding/aisrequirement.cfm
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3. Compliance with Cross-cutting Authorities

There are a number of federal laws, executive orders, and federal policies that apply to
projects and activities receiving federal financial assistance, regardless of whether the
federal laws authorizing the assistance make them applicable. These federal authorities are
referred to as cross-cutting authorities or cross-cutters. The cross-cutters apply to

all Equivalency projects and activities assisted with CWSRF funds.

The cross-cutters can be divided into three groups: environmental; social policies; and,
economic and miscellaneous authorities.

» Environmental cross-cutters include federal laws and executive orders that relate to
preservation of historical and archaeological sites, endangered species, wetlands,
agricultural land, etc. This cross-cutter requirement includes a National Environmental
Policy Act (NEPA) compliant environmental review.

» Social policy cross-cutters include requirements such as minority and women’s
business enterprise participation goals, equal opportunity employment goals, and
nondiscrimination laws. This cross-cutter requirement includes compliance with the
EPA’s Disadvantaged Business Enterprise program administered by TWDB.

» Economic cross-cutters directly regulate the expenditure of federal funds such as the
prohibition against entering into contracts with debarred or suspended firms.

A complete list of cross-cutting guidelines are located at:
www.epa.gov/safewater/dwsrf/xcuts.html

4. Additional Subsidies

In accordance with the federal capitalization grant requirements, the TWDB is required to
provide a minimum of $3,487,301 and may increase the amount of additional subsidization
up to a total of $5,230,952. The TWDB has allocated the additional subsidy as follows:

. . Additional Subsidy

Disadvantaged Community $4,269,692
Subsidized Green $961,260
Total $5,230,952

5. Green Project Reserve

A minimum of 10% of the capitalization grant will be allocated as the green project reserve
and is required by federal law to be used for green component costs associated with
eligible CWSREF projects. The amount of funds allocated to Green Project Reserve is
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defined in the Availability of Funds section.

To encourage green infrastructure projects, a portion of the additional subsidy will be made
available for projects that include green infrastructure. In order to be eligible to receive
green subsidy, projects must have approved green project elements with costs that exceed
30% of the total project costs.

Green components include green infrastructure, water or energy efficiency improvements,
or other environmentally innovative activities. Eligibility for all green projects will be
determined by the TWDB. In the event the TWDB does not receive enough completed loan
applications to meet the 10% for GPR projects, the Executive Administrator may bypass
higher ranked projects to invite projects with eligible green component costs.

Projects which do not meet criteria of categorically eligible are required to produce a
business case document. A business case demonstrates that proposed green component
benefits have been thoroughly researched and documented. The TWDB utilizes the green
project information worksheet (TWDB-0162) as a standard template for business cases.
For information on the TWDB’s GPR and recently closed business cases,

visit http://www.twdb.texas.gov/financial/programs/green/.

Appendix L, “Invited Green Projects”, lists invited green projects with project descriptions
that detail the green category associated with the project, whether the project is
categorically eligible or may require a business case, and how much of the project’s total
cost is applicable to the GPR.

Information on green project eligibility may be found online
at http://www.twdb.texas.gov/financial/instructions/doc/TWDB-0162.docm.
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Appendix E. Bypass Procedures

If an entity is offered funding for any project that has an interrelated project ranked lower on
the list, the Executive Administrator will have discretion to also offer funding for the
interrelated project.

The Executive Administrator may decide to bypass, or skip, higher ranked projects in favor
of lower ranked projects to ensure that funds available are utilized in a timely manner and
that statutory and capitalization grant requirements are met. Reasons for bypassing
projects include but are not limited to:

1. Projects Previously Funded

To fund projects that received funding for planning, acquisition and/or design during SFY
2012, 2013, or 2014 and were automatically added to the SFY 2015 PPL and IPL for
construction phase funding.

2. Disadvantaged Communities

In the event that there are not enough projects with completed applications eligible to
receive Disadvantaged Community funding, the Executive Administrator may bypass other
projects to invite additional projects that are eligible for additional subsidization.

3. Green Project Reserve

In the event that there are not enough projects with completed applications eligible to meet
the green project reserve goal, the Executive Administrator may bypass other projects to
invite additional projects that are eligible for review of their green components and possible
funding.

4. Small Communities

A minimum of 15% of the capitalization grant will be made available to systems serving
populations less than 10,000. In the event that small community projects with completed
loan applications do not equal 15% of the capitalization grant, the Executive Administrator
may bypass other projects to include additional small community projects.

5. Emergency Relief

The Executive Administrator may bypass projects to provide Emergency Relief funding to
replace or rehabilitate essential wastewater treatment facilities that pose an imminent peril
to public health, safety, environment, or welfare and threat of failure in response to an
emergency condition(s). Projects will be rated by the TWDB and added to the PPL as an
“Emergency Relief” project.

35



Texas Water Development Board
SFY 2015 Clean Water State Revolving Fund
Intended Use Plan

6. Readiness to Proceed

The Executive Administrator may bypass projects to include those deemed ready to
proceed to construction.

7. Past Project Performance

If the applicant has failed to close a commitment or complete a project in a timely manner
under a prior IUP, and it is determined that such failure to perform could jeopardize the
timely use of funds for a project under this IUP, the Executive Administrator may bypass the
project.

8. Financial Capacity

A project may be bypassed if the Executive Administrator determines that the applicant will
be unable to repay the SRF loan for the project.
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Appendix M. Changes to the CWSRF enacted through WRRDA

Summary of Federal Water Pollution Control Act (“*Clean Water Act”) changes enacted
through the Water Resources Reform and Development Act (WRRDA) of 2014

Acronyms used in Appendix M are found on page 108.

A. Expansion of the definition of “Treatment Works”

1. Treatment Works now includes land necessary for the construction of the project
a. Surface and subsurface easements;
b. Places to store equipment and material during construction;
C. Land needed to locate eligible projects; and
d. Land integral to the treatment process (land for effluent application, recharge
basins, etc.)

B. Increased List of Eligible Projects to Eleven Project Types
Eligible projects before WRRDA:

1. To political subdivisions, the construction of POTWs (as defined in Section 212)

2. Implementation of Non-Point Source management programs (established under
Section 319)

3. Development and implementation of Bay and Estuary conservation and
management plans (established under Section 320)

Added through WRRDA:

4, Construction, repair, or replacement of decentralized wastewater treatment systems
(May be publicly and privately owned.)

Examples: new onsite systems and cluster systems.

5. Measures to manage, reduce, treat, or recapture stormwater or subsurface drainage
water (Eliminates ownership constraints on regulated stormwater projects. May be
publicly or privately owned.)

Examples: Privately owned projects in MS4 areas, including green infrastructure.
Includes green roofs, rain gardens, roadside plantings, porous pavement,
rainwater harvesting.

6. To political subdivisions, measures to reduce the demand for publically owned
treatment works capacity through water conservation, efficiency, or reuse (May take
place on public or private property.)

Examples: Pass through assistance to city residents for the installation of water
efficient appliances; installation, replacement, or upgrade of water meters;
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plumbing fixture replacement; gray water recycling; water audits and water
conservation plans; and equipment to reuse effluent.

The development and implementation of watershed pilot projects (May be public or
private.)

Examples: watershed management of wet weather discharges, stormwater best
management practices, watershed partnerships, integrated water resource
planning, municipality-wide stormwater management planning, and increased
resilience of treatment works.

To political subdivisions, measures to reduce the energy consumption needs for
publically owned treatment works (May take place on public or private property.)

Examples: the installation of energy efficient lighting, HVAC, process equipment,
and electronic equipment and systems at POTWSs. Planning activities, such as
energy audits and optimization studies are also eligible.

Reuse or recycling wastewater, stormwater, or subsurface drainage water.
(Recipients may be public or private entities.)

Examples: As part of a reuse project, the purchase and installation of treatment
equipment sufficient to meet reuse standards; distribution systems to support
effluent reuse, including piping the effluent on the property of a private consumer;
recharge transmission lines; injection wells; and equipment to reuse effluent
(e.g., gray water, condensate, and wastewater effluent reuse systems).

Measures to increase the security of publically owned treatment works

Examples: vulnerability assessments, contingency/emergency response plans,
fencing, security cameras/lighting, motion detectors, redundancy systems and
power, secure chemical and fuel storage, lab equipment, securing large sanitary
sewers, and tamper-proof manholes.

To any qualified nonprofit entity (an entity having Federal tax-exempt status),
provide assistance to owners and operators of small and medium publically owned
treatment works:

a. To plan, develop, and obtain financing for eligible projects under this
subsection, including planning, design, and associated preconstruction
activities;

b. To assist such treatment works in achieving compliance with this Act.

C. NEPA, Davis-Bacon, American Iron & Steel for all treatment works projects

1.

Applicants for financial assistance for the construction of treatment works in the
SRFs will be required to follow NEPA, regardless of whether the project is
equivalency or non-equivalency.

The Davis-Bacon Act wage rate requirements and American Iron & Steel
requirements were added to the FWPCA for all treatment works projects.
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D. GAAP and GASB 34

1.

Assistance recipients will maintain project accounts in accordance with GAAP,
including standards relating to the reporting of infrastructure assets. The most
recent applicable standard is GASB 34, issued June 1999.

TWDB CWSRF assistance agreements will include language requiring project
accounts that are GAAP compliant, including requirements in GASB 34.

E. Procurement for architectural and engineering services

1.

Must follow Federal qualifications-based requirements under 40 USC 1101 et seq.
or equivalent State requirements. CWSRF recipients will need to follow the federal
requirements.
Applies to FFY 2015 grant (SFY 2016 IUP) “equivalency” projects only
Examples of architectural and engineering services: feasibility studies, preliminary
engineering, design, engineering, mapping, surveying, and construction
management.
The Federal requirements of qualifications-based procurement are:
a. Public notice of solicitation (e.g., Request for Qualifications)
b. Evaluation and ranking of submittals based on criteria identified in solicitation
i. Based on demonstrated competence and qualification for type of service
required
Discussion with at least three firms
Selection of at least three firms as the most highly qualified
e. Contract negotiation with the most qualified firm
i. In event contract cannot be negotiated with most highly qualified firm,
negotiations continue in order of qualification.
New solicitations, significant contractual amendments, and contract renewals
initiated on or after effective date of Oct. 1, 2014, that will be funded with the FFY
2015 capitalization grant (SFY 2016 IUP) are subject to the requirement.

o o

F. Additional Subsidization Changes

1.

w

CWSRF additional subsidization authority is now permanent. It takes effect with the
FFY 2015 grant (SFY 2016 IUP).

States are allowed to provide additional subsidization only when the total,
nationwide CWSRF appropriation is greater than $1 billion.

The State is not required to provide a minimum level each year.

Maximum varies based on annual appropriations, but cannot exceed 30% of the
grant.

Only political subdivisions are eligible, although pass-through agreements from a
public entity to a nonprofit/private entity are allowable (e.g. for a green project).
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6. May only be used for:
a. Affordability, or

b. Addressing water-efficiency goals; addressing energy-efficiency goals; mitigating
stormwater runoff; or encouraging sustainable project planning, design, and
construction.

7.  Affordability criteria must be based on:
a. Income (Considered through AMHI)

b. Unemployment data (new requirement) and

c. Population trends (new requirement).

G. Fiscal Sustainability Plans

1. For loans to POTW eligible under 603(c)(1) that involves repair, replacement, or
expansion, the recipient must develop and implement a Fiscal Sustainability Plan
(FSP). (Applies to loans only, not bonds.)

2. It applies to recipients that submit an application on or after October 1, 2014.
3. A FSPis not required for new treatment works, unless replacing or expanding.

4, A FSP must contain;

a. Aninventory of critical assets that are a part of the treatment works,

b. An evaluation of the condition and performance of inventoried assets or asset
groupings,

c. A certification that the assistance recipient has evaluated and will be
implementing water and energy conservation efforts as part of the plan, and

d. A plan for maintaining, repairing, and, as necessary, replacing the treatment
works and a plan for funding such activities.

5. Loan agreements must include special conditions requiring the development and
implementation of the FSP and the due date.

6.  Assistance recipients may self-certify that such a plan has already been developed
and is being implemented. This self-certification is required at time of closing.

7. The scope of the FSP could be limited to the funded project and closely associated
components.
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. 30-year Loan Terms
1. 30 years now applies to loan agreements as well as purchased bond transactions.

2. Term must not exceed useful life.

Administration Funds

1. The calculation of the maximum amount for Administration has two new options
available. The three options used in the calculation are:

a. 4% of the capitalization grants awarded (previous calculation);
b. $400,000 per year; or
c. 0.20% of the current valuation of the CWSRF, whichever is greatest.

Program Income

1.  Any fees charged to recipients that are considered program income will be used for
the purpose of financing the cost of administering the CWSRF or financing projects
or activities eligible for assistance from the CWSRF.

. Certification - Evaluation of Cost and Effectiveness, Water Efficiency and Energy
Conservation - (Effective date October 1, 2015)

1.  Applies to political subdivisions.
2. Assistance recipients must certify that:

a. They have studied and evaluated the cost and effectiveness of the process,
materials, techniques, and technologies for carrying out the proposed project or
activity; and

b. They have selected, to the maximum extent practicable, a project or activity that
maximizes the potential for the efficient water use, reuse, recapture, and
conservation, and energy conservation, taking into account:

i.  The cost of constructing the project or activity,
ii. The cost of operating and maintaining the project or activity over the life
of the project or activity, and
iii. The cost of replacing the project or activity.
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Acronyms related to WRRDA in Appendix M:

AMHI - Annual Median Household Income

FFY — Federal Fiscal Year

FSP - Fiscal Sustainability Plan

FWPCA - Federal Water Pollution Control Act
GAAP — Generally Accepted Accounting Principles
GASB - Governmental Accounting Standards Board
HVAC - Heating, Ventilation, and Air Conditioning
MS4 - Municipal Separate Storm Sewer System
NEPA - National Environmental Policy Act

POTW - Publicly Owned Treatment Works
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