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Lo Imtroductiom o0 o

The Illinois Environmental Protection Agency (Illinois EPA) was created on July 1, 1970 by combining
the State Sanitation Board and parts of the Illinois Department of Public Health. Hlinois EPA's central
office is in Springfield, and eight regional offices and one laboratory manage the Agency's programs.
The Director of Illinois EPA is appointed by the Governor and serves as a Cabinet Member.

Hlinois EPA establishes and enforces standards for air, water, waste management, and cleanup of sites
contaminated with hazardous substances. Illinois EPA also provides:

» Financial assistance to businesses and communities;
¢ Environmental education programs for businesses and the public; and
e Pollution prevention assistance to help businesses minimize their waste at the source.

The 2020 Water Pollution Control Loan Program (WPCLP) Intended Use Plan (IUP) describes how the
Illinois EPA proposes to prioritize projects, distribute funds, and administer the WPCLP during State
Fiscal Year (FY) 2020, July 1, 2019 through June 30, 2020.

A. Public Participation

The Draft 2020 TUP was released for public review on June 27, 2019, thus beginning the 30-day public
comment period. The Draft 2020 IUP notice was placed on Illinois EPA’s general notice website
https://www?2.illinois.gov/epa/public-notices/Pages/general-notices.aspx and each of the identified
stakeholders of the Clean Water State Revolving Fund (SRF) program were also notified by e-mail. The
notice directed potential commenters to Barb Lieberoff, Office of Community Relations as the Agency
contact for receiving comments and questions pertaining to the Draft 2020 IUP.

B. Benefits of the WPCLP

The WPCLP is designed to operate in perpetuity to provide low interest rate loans and other forms of
assistance for water resource protection and improvement projects. Using the WPCLP to fund water
resource protection and improvement projects has many advantages, including:

1) Below-market rates provide significant cost savings.

2) Although the WPCLP must follow certain Federal and State requirements, overall it is a State
program. As the program is administered by State personnel, application and funding
requirements have been streamlined to ensure clarity and efficiency for the applicant.

3) The WPCLP, through its various project review and approval procedures, is more than just a
funding program. It helps provide applicants greater assurance that their projects will be
economically sound, technically appropriate, and environmentally effective.

4) The WPCLP can benefit small and economically disadvantaged communities throughout Illinois
by not only providing a thorough review of the technical and financial viability of their projects,
but also offering principal forgiveness and reduced interest rates where applicable.
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“Goals for the WPCLP -~~~ .

A. Short-Term Goals

1)

2)

3)

4)

5)

6)

7

8)

Develop and implement a revised project prioritization scoring process to use for State FY2021.
Hiinois EPA has drafted a new prioritization process and promulgated a revision to 35 Iil. Adm.
Code Part 365, incorporating the new prioritization system, for submittal to JCAR. Illinois
anticipates adoption of the rule revision before February 2020 for use in the implementation and
development of the FY2021 Project Priority List and IUP. The administrative rule containing
the old prioritization system, 35 Ill. Adm. Code Part 366, “Procedures and Requirements for
Determining Loan Priorities for Municipal Wastewater Treatment Works”, will be repealed.

Provide funding to as many eligible projects as possible, to the extent that the requirements for
obtaining funding are satisfied and funds are available.

Focus financial assistance for projects necessary to achieve or maintain compliance with federal
and state laws and regulations.

Continue to provide support for projects, or project components, focused on “green
infrastructure, water or energy efficiency improvements or other environmentally innovative
activities™.

Manage a program that provides applicants with a streamlined approach to financing wastewater
treatment works and other eligible projects.

Provide continuous improvement to both the short and long-term planning efforts to ensure the
financial strength and stability of the loan programs are maintained.

To meet the demand for assistance during FY2020 and beyond, the Illinois EPA intends to
borrow against the WPCLP’s loan repayments by issuing revenue bonds. ‘The Illinois EPA
continues to work with the Illinois Finance Authority and financial advisors to analyze the
leveraging capacity of the SRF loan programs, the immediate need for bond proceeds and the
future average annual funding levels the WPCLP can provide while maintaining its perpetuity
requirements.

Analyze the methodology used for the establishment of loan program interest rates and initiate a
rule modification to establish a new basis for determining interest rates to strengthen the long-
term viability of the loan program and ensure a stable and perpetual financing source.

B. Long-Term Goals

1)
2)
3)

4)

Assist a broad range of water quality improvement actions that help fulfill the objective of the
Clean Water Act.

Facilitate the development and implementation of technically appropriate and financially
sustainable projects by small communities.

Continue to proactively develop assistance opportunities to encourage implementation of priority
water quality improvement projects and Agency priorities.

Manage the Water Revolving Fund (the Fund) to ensure appropriate levels of financing and



5)

6)

7)

adequate funds to administer the program are available.

Continue to assist in the development and implementation of innovative and non-traditional
projects that benefit water quality resources.

Encourage the consolidation and/or regionalization of wastewater collection and treatment
systems so these systems may take advantage of economies of scale and the most cost-effective
solutions to wastewater collection and treatment.

To maintain the integrity of the Fund by providing a stable and perpetual financing source for
publicly operated treatment works, collection systems and other eligible projects in the State, and
to commit all available loan resources to those eligible loan applicants.

“Sources and Uses of the WPCLP for FY 2020

Sources and Amounts of FY 2020 Funds

1)

2)

IMinois EPA. will make up to $450,000,000 available for WPCLP funding in FY2020, as
detailed in the table below. As of June 30, 2019, the total available funds on hand for the
upcoming FY2020 is estimated to be $298,617,778. In addition to funds on hand, the
program anticipates receiving their FY2019 capitalization grant of $71,861,000. To meet the
demand for assistance during FY2020 and beyond, the Illinois EPA intends to borrow against
the WPCLP’s loan repayments by issuing revenue bonds in the future as cash is needed to
fund the program. Based on financial analysis provided by the Illinois Finance Authority,
combined with information gathered from the Agency’s own cash modeling tools, the Illinois
EPA has determined that it needs to return to establishing an annual funding ceiling to
maintain the financial health of the Fund. In FY 2020, this funding ceiling has been
established at $450,000,000. The capacity of the WPCLP is anticipated to remain at
$450,000,000 in future years and remain operational in perpetuity as required by USEPA.
The annual funding level will be reviewed and established each year during the process of
developing the Intended Use Plan to continue to maintain the WPCLP in perpetuity.

Availability of Funds Amount*
[Federal FY2019 Federal Capitalization Grant Funds $71,861,000
State Matching Funds** 50
Additional Bond Funds*** $196,452,314
[Loan Repayments, Reimbursements, Accrued Interest™*** $181,686,686
Total Available Funds $450,006,000

* Approximate balances as of June 30, 2019.

**  State Matching Funds for current year grant were provided in State Fiscal Year
2019 by issuance of State Match Bonds.

*#%%  Funds will be acquired as necessary to meet demand.

**** Balance available to WPCLP after meeting all debt service obligations.



2)

3)

4)

Historical and projected WPCLP annual funding levels

2016 $427.0M
2017 $640.6M
2018 $395.6M
Projected

2019 $450.0M
2020 $450.0M
2021 $450.0M
2022 $450.0M
2023 $450.0M

In the upcoming FY2020 the WPCLP does not foresee imposing caps on the amount of
funding any one loan applicant can receive but this may be necessary in upcoming fiscal years
to maintain the health of the Fund.

Cash Draw Ratios and Obligation of Federal and State Funds

The WPCLP will maintain the required ratios of cash draws and obligations between Federal
funds and State funds. The priority of disbursements is State Match, Capitalization Grant funds,
leveraged bond funds followed by repayments.

State Match: The Illinois EPA provided the funds necessary to match the 2019 Capitalization
Grant by issuing and spending State Match Bonds in April of 2019. These state match proceeds
were 100% disbursed prior to the Agency drawing any federal funds from the 2019 grant award.
The Agency will then draw the 2019 Capitalization Grant Federal funds at a 100% ratio until all
grant funds are exhausted.

Binding Commitments: In managing the WPCLP funds, the State must enter into loan
agreements that provide financial assistance in an amount equal to 120% of the amount of each
Capitalization Grant payment received, within one year after receiving its grant payment. Illinois
EPA will provide loan commitments within one year that exceed 120% of the Capitalization
Grant.

Leveraging

To meet the demand for assistance during FY2020 and beyond, the Illinois EPA intends to
borrow against the WPCLP’s loan repayments by issuing revenue bonds. The Illinois EPA has
been working with the Illinois Finance Authority and financial advisors to calculate the
leveraging capacity of the SRF loan programs, the immediate need for bond proceeds and future
average annual funding levels the WPCLP can provide and still maintain the USEPA’s
perpetuity requirements. The Agency anticipates the issuance of $200 million in leveraged
bonds in State FY2020 will be needed to meet the cash flow needs of the program. This sale
should take place sometime in the spring of 2020.

Transfer of Funds

Illinois EPA is reserving the right to transfer an amount up to 33% of the cumulative Drinking



Water State Revolving Fund (DWSRF) Capitalization Grants from the WPCLP to the Public
Water Supply Loan Program (PWSLP), or an equivalent amount from the PWSLP to the
WPCLP. In State FY 2019, the WPCLP transferred $39,000,000 of Fund equity to the PWSLP
to assist with the PWSLP’s current cash flow needs and to allow the PWSLP to leverage less
bond funds in order to assist in sustaining the future capacity of the PWSLP. In State FY 2020,
the WPCLP does not intend to transfer any Fund equity to the PWSLP. The net total amount
transferred from WPCLP to PWSLP will remain at $39,000,000.

5) Proportionality

Ilinois EPA will spend 100% of all state match funds prior to drawing federal funds and can
then draw federal funds at a rate of 100% until the matched grant is exhausted.

6) Financial Planning

The financial planning process is aimed at maximizing 100% of program resources available as
efficiently and responsibly as possible while minimizing long-term financial risk in the program.
TIEPA has engaged financial advisors to independently determine the optimum amount of loan
disbursements that is sustainable over the next 20 years while maintaining the USEPA’s
perpetuity requirements. IEPA is enhancing its current methods of determining the timing of
cash inflows and the effect on available resources to meet current and future obligations. IEPA
monitors on an ongoing basis cash balances available for disbursement to loan borrowers and
needs of the program. Leveraged bond sales are anticipated to occur as the cash needs of the
program dictate.

7) Grant Payment Schedule

In each wastewater Capitalization Grant Application (Form 424), and in the cover letter to U.S.
EPA, Illinois EP A requests the Capitalization Grant be immediately placed in the “Automated
Standard Application for Payment” system for drawing for projects.

. Project Priority List

The IEPA has developed a Project Priority List (PPL) (Appendix D) that identifies applicants
eligible for assistance and is comprised of all projects which submitted a Funding Nomination Form
prior to January 31, 2019 as well as projects which have achieved Project Plan Approval.

There is a total of $1,502,148,826 worth of projects on the FY2020 WPCLP PPL List, far exceeding
the amount of funding available. Projects on the PPL are in various stages of the funding application
process but only those projects identified on the Intended Funding List have funds reserved for them
during the first six months of FY2020. Projects which are not on the Intended Funding List
should not proceed towards bidding their project until sufficient progress has been made towards
obtaining funding and the IEPA has notified them in a Letter of Commitment that funds are
available for their project.

All projects which achieved Project Plan approval by January 31, 2019 have been ranked and scored
in accordance with the provisions of 35 Ill. Adm. Code Part 366, “Procedures and Requirements for



Determining Loan Priorities for Municipal Wastewater Treatment Works™. Projects were scored in
four project categories, including: Service Continuation Projects (Class A) that improve, upgrade,
rehabilitate, renovate, and/or replace wastewater treatment works; Service Expansion Projects
(Class B) that propose to expand the capacity of existing wastewater treatment works; New Service
Projects (Class C - no applications received) which will provide wastewater collection,
transportation and treatment for an unsewered local government unit; and Combined Sewer Service
Projects (Class D) involving construction in a combined sewer service area to reduce or eliminate
basement flooding.

The Intended Funding List is a subset of the PPL. Projects included on the Intended Funding List
must have a projected construction start date on or before March 31, 2020. In accordance with the
Loan Rules, loan funds will be reserved for these projects until they either complete loan
applications or demonstrate that they will be unable to establish a bid opening date prior to March 1,
2020. In the latter case, a project for which funding was originally reserved may be bypassed for
funding. A project that is bypassed does not lose its eligibility for funding; however, funds for a
bypassed project are no longer held in reserve and may thereafter, during the bypass funding period
(Januvary 1, 2020 through June 30, 2020), be awarded to any other project on the PPL that meets the
criteria for loan award per Section 365.350 of the Loan Rules. Projects will be funded in the order in
which the requirements of 365.350 are completed.

Another subset of the PPL are those projects which have achieved Project Plan approval but have an
anticipated construction start date after March 31, 2020. In accordance with the Loan Rules, funding
may not be reserved for these projects due to their anticipated construction start date. Funding may
be provided to these projects during the bypass period, or earlier, should available funds exceed the
funding requested by projects on the Intended Funding List.

All other projects which submitted a Funding Nomination Form prior to January 31, 2019, but for
which Project Plan approval has not been achieved are listed on the PPL in alphabetical order and
thereby ranked equally. Projects for which a Project Plan has not yet been submitted have their
project number (L17#) listed as “to be determined” (TBD). A project may be added to the Project
Priority List at any time during the year upon obtaining Agency approval of its Project Plan,
provided a Funding Nomination Form has been submitted for the project.

Since information regarding the purpose and benefits of a project are often not provided in detail in a
WPCLP Funding Nomination Form, projects that describe one or more of the above activities in
their Funding Nomination Form will be prioritized based on the information provided and placed on
the PPL. However, this initial placement on the list does not guarantee that the project will
ultimately be determined to be eligible for WPCLP funding. Afier detailed documentation on the
scope, purpose, and benefits of the project are submitted and reviewed by Illinois EPA, part, or all,
of the project may be determined not to be eligible for WPCLP funding.

Project Bypass Procedure

Per the Loan Rules, after January 1 of each year, the Agency may bypass projects on the Intended
Funding List that demonstrate they will be unable to establish a bid opening date prior to March 1,
2020. The Agency will evaluate projects on the PPL, based upon readiness to proceed as



demonstrated by meeting the criteria for loan award per Section 365.350 of the Loan Rules, and
offer loan commitments to projects on the PPL to the extent funds are available. If a project on the
Intended Funding List indicates to the Agency between July 1, 2019 and December 31, 2019 that
they do not intend to move forward with construction prior to June 30, 2020, the Agency will issue a
“bypass letter” to said project making those funds reserved available for other projects. -

Non-Point Source Projects

The following Non-Point Source Projects appear on the Intended Funding List and are anticipated to
be funded during FY2020:

Kirkland (L175562) — Stormwater and flood mitigation project — Anticipated Funding - $934,698

Metropolitan Water Reclamation District of Greater Chicago (L175433) — Melvina Ditch
Streambank Stabilization — Anticipated Funding - $11,300,000

. Program Administrative Costs and Fees

Administrative Costs: The Water Resource and Redevelopment Act allows state Clean Water
Programs to establish their annual administrative expenditure levels based on the following criteria:

An amount not to exceed 4.0% of the total of all grants awarded to capitalize the WPCLP,
$400,000 per year, or 1/5% per year of the current valuation of the fund, whichever amount is
greatest, is reserved and may be utilized as determined necessary for the reasonable costs of
administering the fund and to conduct activities required under Title V1 of the CWA.

The total of all grants awarded to capitalize the WPCLP, including the anticipated FY 2019 grant, is
$1,908,824,361 (4% of this total is $76,352,974). In State FY2020, the program anticipates
spending $3,133,757 on administrative expenses from Fund equity and will not draw any
administrative costs from the Capitalization Grant. The program estimates total administrative
expendifures since the beginning of the loan program will total $61,602,751 at the end of June 30,
2020.

Banked Administrative Set-Aside Amount
4% of all Capitalization Grants $76,352,974
Historical Administrative Outlays : ($64,768,834)
Projected June 30, 2020 Administrative Banked Balance $11,584,140

The program has two active in-kind awards, one for the Loan Grant Tracking System and on for
Financial Managements Services. The program anticipates an additional in-kind award of $130,000
from its 2019 capitalization grant. The program anticipates fully expending all available in-kind
funds in State FY2020, bringing the total in-kind expenditures for these contracts to $1,118,500.
These amounts are included in the administrative expenditures listed above,



Loan Support Program: The Illinois EPA has operated and maintained a Loan Support Program
(LSP) outside the Federal SRF since 1996. The LSP is maintained as a single entity in Illinois
statute, but the Illinois EPA accounts separately for funds attributable to WPCLP and PWSLP loans.
The LSP is financed by the loan support portions of the fixed loan rate, with that portion currently
established at 50% of the fixed loan rate in the WPCLP and the PWSLP. To date, the LSP has been
used primarily to finance the reasonable costs incurred by the Illinois EPA for functions that support
the management of the Water Revolving Fund, which is the financial mechanism used in
administering Illinois’ SRF programs.

Estimated WPCLP operational outlays for the Illinois EPA’s Division of Water Pollution Control are
projected to total $12,042,000 and be dedicated primarily to activities in support of the SRF ,
programs, including compliance, permitting and field operations activities. These costs are separate
and distinct from the administrative fees of the WPCLP. The program plans to use $1.5 million of
support fees to match the annual 319 (h) grant. This will be the third year that this amount has been
committed for this purpose.

WPCLP Loan Support —

Balanee/Receipts/Outlays WPCLP Loan Support
Balance July 1, 2019 $21,508,204
Estimated FY2020 Receipts $29,915,870
Operational Outlays $ (12,042,000)
Transfer to Loan Program to Provide State Match $(0)
IGIG Grant Funding (Balance of Previously Committed $ (2,680,788)
Grants)
Match for 319(h) Grants $ (1,500,000)
Estimated WPCLP Loan Support Balance June 30, 2020 $ 35,201,286

Iv. Program Management

One of the purposes of the [UP is to facilitate the planning and administration of the WPCLP. The
following highlights some program aspects most notable to applicants as well as the Agency.

A. Principal Forgiveness, Interest Rate and Loan Term Determinations

Loan Program staff routinely discuss principal forgiveness, interest rates and loan terms with
loan applicants. Staff complete an internal checklist identifying the loan applicant’s information
which determine if an applicant qualifies for principal forgiveness, which interest rate an
applicant qualifies for and the maximum term for the loan agreement. The principal forgiveness,
interest rate and loan term are finalized at the time of loan agreement execution, following
bidding of the contract and prior to the commencement of construction activity.

1) Principal Forgiveness

The WPCLP can offer a reduction to the amount of principal that an applicant would otherwise
need to repay for its project. This reduction is called “principal forgiveness,” per federal statute.



Although the name is different, in practical application principal forgiveness functions much like
a grant i.e., the eligible capital costs of the project are reduced by the principal forgiveness
amount, thereby eliminating a portion of the principal (and interest) that the borrower must
repay. Principal forgiveness assistance awards will follow the terms outlined in Appendix C.

2) Interest Rate and Loan Term Determinations

The Loan Rules provide for a fixed loan rate that shall be established annually at one-half the
market interest rate. Specifically, the fixed loan rate is defined by rule as one-half the mean
interest rate of the 20 General Obligation Bond Buyer Index from July 1 to June 30, in the
preceding State FY, rounded to the nearest .01%. Current Loan Rules establish a new interest
rate each July 1 for the following State FY. Based on bond rates through May 31, 2019, the
fixed loan rate for loans executed by Illinois EPA from July 1, 2019, through June 30, 2020, is
anticipated to be approximately 2.02%.

The recent rule modifications for the first time allow for reduced interest rates, based upon
certain criteria, as well as the possibility for a maximum term of up to 30 years from the
initiation of operation, with initial repayments of principal to commence within one year of the
initiation of operation. The fixed loan rate is a simple, annual rate. The changes to the Loan
Rules governing interest rates and repayment period are below:

Section 365.210 Fixed Loan Rate
The interest rate of the loan agreement shall be a fixed loan rate and shall be established as follows:

a) Base 20 Year Rate — Loan agreements with a repayment period not to exceed 20 years
shall have a fixed loan rate equal to 50% of the market interest rate (mean interest rate of
the 20 General Obligation Bond Buyer Index, from July 1 through June 30 of the
preceding State fiscal year rounded to the nearest 0.01%).

b) Small Community Rate — Public loan applicants with a service population less than
25,000 that also meet any one of the following three criteria qualify for a fixed loan rate
equal to 75% of the Base 20 Year Rate:

1 The median household income of the public loan applicant’s service population is
less than the statewide average.

2) The unemployment rate of the public loan applicant’s service population is
greater than the statewide average.

3) The public loan applicant’s annual user charge, based upon the average monthly
bill of the public loan applicant’s residential customers, is greater than 1.0% of
the median household income of the public loan applicant’s service population.

c) Hardship Rate — Public loan applicants with a service population less than 10,000 that
also meet any one of the following three criteria qualify for a fixed loan rate of 1.0%:



d)

D The median household income of the public loan applicant’s service population is
below 70% of the statewide average.

2) The unemployment rate of the public loan applicant’s service population is at
least 3.0% greater than the statewide average. '

3) The public loan applicant’s annual user charge, based upon the average monthly
bill of the public loan applicant’s residential customers, is greater than 1.5% of
the median household income of the public loan applicant’s service population.

Environmental Impact Discount ~ When at least 50% of the eligible project costs fund
any of the following components, the loan applicant shall receive a 0.2% discount from
the rates established in subsection (a), (b), or (¢):

1)  new projects for the collection or freatment of unsewered communities;
2}  projects involving nutrient removal or nutrient loss reduction;

3)  green infrastructure projects;

4)  projects lowering water demand; or

5}  projects reducing energy demands at a wastewater treatment facility.

Section 365.220 Loan Repayment Period

a)

b)

Except as provided in subsections (b} and (c), the loan repayment period cannot exceed
the lesser of 20 years beyond the initiation of operation date, 20 years beyond the
initiation of the loan repayment period, or the projected useful life of the project to be
financed with proceeds of the loan.

For public loan applicants that qualify for the Small Community Rate or Hardship Rate as
defined in Section 365.210, the loan repayment period cannot exceed the lesser of 30
years beyond the initiation of operation date, 30 years beyond the initiation of the loan
repayment period, or the projected useful life of the project to be financed with proceeds
of the loan.

The Agency may require a loan repayment period term of less than the maximum. In
evaluating the appropriateness of alternative loan terms, the Agency shall consider such
factors as the scope of the proposed project, the impacts of alternative loan terms on user
fees, and the overall cost of the project.
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V. Federal Assurances

[linois EPA provides the following assurances and certifications to the U.S. EPA as a part of the IUP.
Illinois EPA agrees to the following as required by the CWA, the WPCLP Operating Agreement with
the U.S. EPA, and as conditions of the grants to capitalize the WPCLP.

A. 602(a) - Environmental Reviews

The Illinois EPA will conduct environmental reviews for all projects as specified in its Operating
Agreement with the U.S. EPA and specified in Part 365 of the Procedures for Issuing Loans from the
Water Pollution Control Loan Program. The procedures establish a methodology to assure that loan
funded projects are environmentally acceptable.

B. 602(b) (4) - Expeditious and Timely Expenditures
Ilinois EPA will expend all funds in the WPCLP in a timely and expeditious manner.

C. 602(b) (5) - First Use for Enforceable Requirements

The first use requirement has been met in Illinois.

D. 603(f) - Consistency with Planning Requirements

Projects constructed in whole or in part with funds directly made available by Federal Capitalization
Grants will be required to comply with the following Sections of the CWA, as applicable: 205(j),
208, 303(e), and 319.

E. 603(d)(1)(E) — Fiscal Sustainability Plan (FSP) Requirements

All loan recipients will certify that a Fiscal Sustainability Plan has been developed and implemented
in accordance with the Water Resources Reform and Development Act 0of 2014.

F. 603(b)(14) — Architectural and Engineering Services Procurement Requirements

Beginning with loan applications received after October 1, 2014, A/E contracts which are funded by
Federal Capitalization Grant funds shall be negotiated in the same manner as a contract for A/E
services under Chapter 11 of Title 40 of the United States Code, or an equivalent State
qualifications-based requirement (33 U.S.C. Section 1382(b)(14)). Many of lllinois’ repeat
applicants choose not to borrow money for engineering services. In addition, several municipalities
that annually borrow money for ongoing infrastructure projects routinely utilize a quality-based
selection process when hiring an architectural or engineering firm. Therefore, Illinois will meet this
requirement through equivalency.

G. 602(b)(13) — Cost and Effectiveness Analysis

Begimning in Federal FY2016 (October 1, 2015), SRF recipients must certify that the project chosen
is the most sustainable and cost-effective (Section 602(b)(13)). All lllinois WPCLP loan recipients
must certify that they have selected, to the maximum extent practicable, the project that maximizes
the potential for efficient water use, reuse, recapture, and energy conservation.
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H. Program Benefits Reporting

All funded projects will be reported to the U.S. EPA Clean Water Benefits Reporting (CBR) system
on an ongoeing basis, as required by U.S. EPA. In addition, Illinois EPA will meet the reporting
requirements set forth by the Federal Funding Accountability and Transparency Act (FFATA) and
will report annually into the National Information Management System database.

I. Wage Rates and Standards

In order to meet a Federal Capitalization Grant condition, the Illinois EPA will require WPCLP projects
to comply with the Federal wage and employment standards under the Federal Davis-Bacon Act.

J. Green Project Reserve

The Illinois EPA will maintain its commitment to green infrastructure in State FY2020. As in recent
years, the Federal FY2019 Capitalization Grant includes a Green Project Reserve (GPR) requirement
whereby Illinois EPA must utilize not less than 10% of Capitalization Grant funds to provide
continued support for projects or project components focused on “green infrastructure, water or
energy efficiency improvements or other environmentally innovative activities”. The WPCLP will
maintain compliance with this requirement. The projects which contain GPR components, and the
amount of funding provided, will be reported to U.S. EPA via the Clean Benefits Reporting system.
Despite uncertainty regarding the Federal GPR requirement, the Illinois EPA is taking steps to
institutionalize certain green infrastructure practices and policies in the Illinois SRF programs and
encourage green infrastructure practices.

The Illinois EPA has identified the projects below which contain components qualifying for the
Green Project Reserve that are likely to receive funding during FY2020. The Illinois EPA will
identify the final list of projects and the amount of GPR components funded in the Annual Report.

Metropolitan Water Reclamation District of Greater Chicago (L.174708) — Construct 3 Biofilter Odor
Control Facilities - $15,000,000

Metropolitan Water Reclamation District of Greater Chicago (L175433) — Melvina Ditch
Streambank Stabilization — $8,800,000

Fox River Water Reclamation District (L175500) — Wastewater Treatment Plant
Improvements/Phosphorous Removal - $27,267,000

K. Archeological and Historic Preservation Act of 1974, PL 93-291 ef seq.

U.S. EPA has determined that the provisions of PL 93-291, also known as the National Historic
Preservation Act, must be applied to activities of State revolving loan.

L. Guidelines for Enhancing Public Awareness of State Revolving Fund Assistance Agreements

U.S. EPA has produced a document titled “Guidelines for Enhancing Public Awareness of SRF
Assistance Agreements” (dated June 3, 2015), which outlines the requirement for increased
awareness of Federal funding through the DWSRF and CWSREF. These guidelines include options
for project “signage”. Illinois EPA has satisfied this requirement by modifying Standard Condition
No. 23 within the Loan Agreement, which states:

The loan recipient shall meet a signage requirement by posting a sign at the project

12



site or making an equivalent public notification such as a newspaper or newsletter
publication; utility bill insert; or online posting for the project duration. After the
signage requirement is met, documentation must be submitted to the Illinois EPA
using the Public Notification/Signage Requirement Certificate of Completion.

All loan recipients must submit the certification form prior to the first disbursement of loan funds.
All signage must include langnage that the project is wholly or partially funded with joint funding
using both State and Federal funds. (https://www2.illinois.gov/epa/Documents/epa-
forms/water/financial-assistance/srf/signage-form.pdf)

. Equivalency

States can identify a group of loans, the sum of which is equal to the amount of its capitalization
grant, to meet crosscutter and single audit requirements. This concept is called “equivalency”. In
addition, with the enactment of the Water Resources Reform Development Act equivalency can be
used to meet the “Procurement for Architectural and Engineering Contracts” (A/E) requirement.
Illinois considered using equivalency to satisfy the single audit requirements. However, this
methodology did not work for the program and the WPCLP continues to require all loan recipients to
follow single audit requirements and continues to monitor all loan recipients as required. Illinois has
chosen to only use equivalency to satisfy the A/E and FFATA requirement. All other WPCLP
projects must satisfy all other crosscutter requirements. IEPA intends to designate several
Metropolitan Water Reclamation District of Greater Chicago projects (L172130, L175578 and
L174711) and a Pontiac wastewater treatment plant upgrade project (L175497) to be equivalency
projects. Should these projects not close on a loan during the State FY2020, they will be replaced
with other projects.

. American Iron and Steel Requirements

All WPCLP project must include the use of American Iron and Steel (AIS) Products requirements in
accordance with the Water Resources Reform and Development Act of 2014, Standard Condition
No. 18 of all loan agreements obligates the applicant to comply with the AIS requirements, and
extensive guidance is available on IEPA’s website.

. Accounting/Auditing Requirements

Illinois agrees to use accounting, audit, and fiscal procedures conforming to generally accepted
government accounting standards as these are promulgated by the Governmental Accounting
Standards Board. Generally accepted government auditing standards are usually defined as, but not
limited to, those contained in the U.S. General Accounting Office (GAO) publication “Government
Auditing Standards” (1988 revision). Illinois also requires recipients of SRF assistance to maintain
project accounts in accordance with generally accepted government accounting standards as these
are promulgated by the Government Accounting Standards Board. These accounts must be
maintained as separate accounts.
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- APPENDIX A: :Definitions and Acronyms . @000

Agency - Illinois Environmental Protection Agency. (415 ILCS 5/19.2(a))
BMP(s) - Best Management Practice(s).
Bypass - An action by Illinois EPA to remove a project from funding consideration in a State FY.

Capitalization Grant - The actual Federal funds received by the Agency for deposit into the WPCLP as a
result of the Capitalization Grant agreement with U.S. EPA.

Construction - Means any one or more of the following: preliminary planning to determine the
feasibility of treatment works, engineering, architectural, legal, fiscal, or economic investigations
or studies, surveys, designs, plans, working drawings, specifications, procedures, field testing of
innovative or alternative wastewater treatment processes and techniques meeting guidelines
promulgated under Section 304(d)(3) of the Clean Water Act, or other necessary actions,
erection, building, acquisition, alteration, remodeling, improvement, or extension of treatment
works, or the inspection or supervision of any of the foregoing items.

CWA - The Clean Water Act, as amended (33 USC 1251 et seq.).
CWSRF - Clean Water State Revolving Fund

Dedicated Source of Revenue ~ The type of security and the basis of legal authorization that are
dedicated by legislative enactment or other appropriate authority along with the applicable
revenue source pledged for repayment and recorded in an account for the purpose of loan
repayment, which is sufficient to repay the principal and interest on the loan.

Defer - An action by Illinois EPA to delay the scheduled date of loan award for a project to a later
month in the State FY and to continue to reserve funds for the project.

Design - All administrative, legal, and engineering tasks, subsequent to Project Plan approval but prior
to advertisement for bid proposal, associated with receiving approval of a loan application. This
must include the following: surveys, designs, plans, working drawings, specifications, soil
investigations and any other tests or process determinations required to establish design criteria,
and development of user charge systems and sewer use ordinances.

Director - Director of the Illinois Protection Agency
DWSREF - Drinking Water State Revolving Fund

Energy Efficiency - The use of improved technologies and practices to reduce the energy consumption
of water quality projects, including projects to reduce energy consumption or produce clean
energy used by a treatment works.

E.O. - Executive Order
EPA - Environmental Protection Agency

Facilities - Equipment or operating systems that are constructed installed or established to serve the
particular purpose of mitigating the impacts of sewerage, industrial waste or non-point sources of
pollution in a watershed. Facilities may involve stand-alone projects or be involved as
component pieces of treatment works. Facilities in the context of the Green Project Reserve will
address green infrastructure, water and energy efficiency improvements and other
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environmentally innovative activities.

Fixed Loan Rate - Defined by rule as one-half the mean interest rate of the 20 General Obligation Bond
Buyer Index from July 1 to June 30, in the preceding State FY, rounded to the nearest .01%.
Current Loan Rules establish a new interest rate each July 1 for the following State FY.

Fund - The Water Revolving Fund, as authorized by 415 ILCS 5/19.3, consisting of the Water Pollution
Control Loan Program.

FY - Fiscal Year

Green Infrastructure - Includes a wide array of practices at multiple scales that manages and treats
stormwater, and that maintains and restores natural hydrology by infiltrating, evapotranspiring
and capturing and using stormwater.

GPR - Green Project Reserve, which is the portion of funded projects from the Capitalization Grant, that
are required to be documented by the Agency in its Intended Use Plan and Annual Report These
projects address green infrastructure, water and energy efficiency improvements and other
environmentally innovative activities as directed by Federal law.

Infiltration - Water other than wastewater that enters a sewer system (including sewer service
connections and foundations drains) from the ground through such means as defective pipes,
pipe joints, connection or man holes.

Inflow - Water other than wastewater that enters a sewer system (including sewer service connections)
from sources such as, but not limited to, roof leaders, cellar drains, yard drains, area drains,
drains from springs and swampy areas, manhole covers, cross connections between storm sewers
and sanitary sewers, catch basins, cooling towers, stormwaters, surface runoff, street wash water
or drainage.

Initiation of Operation - The date that the funded treatment works are in full and sustained operation as
planned and designed.

Intended Use Plan - A plan that includes a description of the short- and long-term goals and objectives
of the Water Pollution Control Loan Program, project categories, discharge requirements, terms
of financial assistance and the loan applicants to be served. (415 ILCS 5/19.2(¢))

Interest Rate - The interest rate of the loan agreement shall be a fixed loan rate.
[UP - Intended Use Plan

Loan - A loan made from the Water Pollution Control Loan Program to an eligible applicant as a result
of a contractual agreement between the Agency and such applicant. (415ILCS 5/19.2(c))

Loan Agreement - The contractual agreement document between the Agency and the loan recipient that
contains the terms and conditions governing the loan 1ssued from the WPCLP.

Market Interest Rate - The mean interest rate of the 20 General Obligation Bond Buyer Index, form July
1 through June 30 of the preceding State FY rounded to the nearest 0.01%. '

Median Household Income or MHI - The median household income is the American Coramunity Survey
5-year estimate from the United States Department of Commerce, Bureau of the Census.

Municipality - A municipality as defined in Section 502 of the Federal Clean Water Act. (33 USC
1362(4))
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NPS - Nonpoint Source

Operating Agreement - The agreement between the Agency and U.S. EPA that establishes the policies,
procedures and activities for the application and receipt of Federal Capitalization Grant funds for
capitalization of the WPCLP.

Principal - The total amount of funds distributed to loan recipients for eligible project costs.

Principal Forgiveness - The portion of a loan’s principal for which there is no repayment obligation,
consistent with the terms of the project’s loan agreement.

PPL - Project Priority List, which is an ordered listing of projects developed in accordance with the
priority system that the Agency has determined are eligible to receive financial assistance from
the WPCLP. (35 1ll. Adm. Code 366)

Public Loan Applicant - A loan applicant that is a municipality, intermunicipal agency, interstate
agency, or local government unit that has applied for a loan under the WPCLP.

PWSLP - Public Water Supply Loan Program

Readiness to Proceed - Timely progress toward achieving a binding commitment during the State FY
and initiating project activities. This is measured by an applicant's success in meeting all
applicable pre-award WPCLP program requirements.

Service Population - The number of people served by the public loan applicant.

Service Revenue - All revenues of the loan applicant that are sufficient to repay the principal and
interest (as calculated by the Fixed Loan Rate) on the loan.

SRF - State Revolving Fund
Title VI - Title VI of the Federal Clean Water Act. (33 USC 1251 et seq.)
Treatment Works -

1. Any devices and systems used in the storage, treatment, recycling, and reclamation of
municipal sewage or industrial wastes of a liquid nature to implement Section 201 of the Clean
Water Act, or necessary to recycle or reuse water at the most economical cost over the estimated
life of the works. This includes intercepting sewers, outfall sewers, sewage collection systems,
pumping power, and other equipment, and their appurtenances; extensions, improvements,
remodeling, additions, and alterations thereof; elements essential to provide a reliable recycled
supply such as standby treatment units and clear well facilities; and any works, including site
acquisition of the property that will be an integral part of the treatment process (including
property used for the storage of treated wastewater in land treatment systems prior to land
application) or is used for ultimate disposal of residues resulting from such treatment.

2. In addition to the contents of paragraph 1. of this definition, any other method or system for
preventing, abating, reducing, storing, treating, separating, or disposing of municipal waste,
including stormwater and sanitary sewer systems.

3. For the purpose of this definition, replacement means the expenditures for obtaining and
installing equipment, accessories, or appurtenances during the useful life of the treatment works
necessary to maintain the capacity and performance for which such works are designed and
constructed.

Unemployment Rate - The annual average unemployment rate calculated by the lllinois Department of
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Employment Security’s Economic Information and Analysis Division.

Useful Life - The estimated period during which a treatment works is intended to be operable, as
certified by the project’s consulting licensed professional engineer.

U.S. EPA - United States Environmental Protection Agency:

User Charge - A charge levied on the users of a treatment works to produce adequate revenues for the
operation, maintenance and replacement of the treatment works.

WPCLP - Water Pollution Control Loan Program, as authorized by Section 19.2 of the Environmental
Protection Act. (415 ILCS 5/19.2)

WRRDA - Water Resources Reform and Development Act of 2014. (P.L. 113-121)
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" Appendix B: Principal Forgiveness (Additional Subsidization) Distribution ~ =* .

Section 365.250 Additional Subsidization

a)

b)

The Agency may provide additional subsidization as provided in section 603(i) of the
CWA or as otherwise prescribed by USEPA in the annual capitalization grant agreement.

Pursuant to section 603(i)(2) of the CWA, the Agency adopts the following affordability
criteria.

D To be eligible for additional subsidization under section 603(i)(1)(A)(i) of the
CWA, a public loan recipient must

A) have a service population of 30,000 or less, unless the loan applicant’s
median household income (MHI) is 70%; or less; of the statewide average;

and
B) score at least 21 points based on the following criteria:
i) Median Household Income

MHI as % of
Points Statewide
MHI

0 Above 100%

5 95-99.99%

10 90-94.99%

15 85-89.99%

20 80-84.99%

25 75-79.99%

30 70-74.99%

35 65-69.99%

40 60-64.99%

45 55-59.99%

50 50-54.99%
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35 45-49.99%

60 0-44.99%
i) Population
Points Service Population
0 Above 30,000
5 20,000-30,000
10 15,000-19,999
15 10,000-14,999
20 5,000-9,999
25 2,000-4,999
30 1,000-1,999
35 0-999
iii) Additional Criteria
Points Additional Criteria

Unemployment rate is greater than
the statewide average
unemployment rate by one
percentage point or more

Decrease in service population
4 greater than 5.0% in the last 5 years
from the date of the loan application

The amount of additional subsidization provided under section 603(1)(1)(A)(1) of
the CWA will be capped for qualifying public loan recipients and applied only to
eligible projects costs as follows:
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d)

Points Percent
0-20 0%
21-40 up to 15%
41-60 up to 30%
61-80 up to 45%
81-100 up to 60%

Notwithstanding the additional subsidization caps in subsection (b)(2), the Agency may
establish a base cap applicable to each loan recipient within its Intended Use Plan each
year. The base cap shall be the same amount for each loan recipient receiving additional
subsidization. In determining the base cap, the Agency must consider the following
factors:

1) the amount of federal appropriation allocated to the Agency for additional
subsidization;

2)  the number of qualifying loan recipients;

3) the availability of equity in the State Water Revolving Fund while ensuring the
fund operates in perpetuity; and '

4)  requirements established by USEPA.

The Agency shall prioritize public loan applicants who score at least 21 points under the
affordability criteria in subsection (b), and shall award additional subsidization to loan
applicants in the order that loan applicants have been issued a loan by the Agency
pursuant to Section 365.410.
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.. Appendix C: Summary of Public Participation and Public Comments ..~ ~ . .

The Draft 2020 IUP was released for public review on June 27, 2019, thus beginning the 30-day public

- comment period. The Draft 2020 IUP notice was placed on Illinois EPA’s general notice website
https://www?2.illinois.gov/epa/public-notices/Pages/general-notices.aspx and each of the identified
stakeholders of the Clean Water State Revolving Fund (SRF) program were also notified by e-mail. The
notice directed potential commenters to Barb Lieberoff, Office of Community Relations as the Agency
contact for receiving comments and questions pertaining to the Draft 2020 IUP.
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. Appendix D: 2020 Water Pollution Control Loan Program — Project Priority List |

FIan. Th1s Pagé mteﬁtidnaifj;i Blank — Pf_ojécf Priority List Begins on Next Page ghe s _:_f:-f: 0
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