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1. Introduction

Through the authorizations provided by the 1996 Amendments to the Safe Drinking Water Act
(SDWA), (P.L. 104-182), Section 1452, Congress created the Drinking Water State Revolving
Fund (DWSRF) to provide funds to states to assist public water systems with financing the cost
of infrastructure improvements needed to achieve or maintain compliance with the SDWA
requirements and to protect public health. Section 1452(b) requires that each state prepare an
Intended Use Plan (IUP) as part of the application to explain in a brief and concise document
how the state will use the Capitalization Grant. This document is the IUP for the 2012 and 2013
Capitalization Grants for North Carolina.

The North Carolina allotment from the federal appropriation for federal Fiscal Year (FY) 2012 is
$23,537,000 and for FY 2013 is also assumed to be $23,537,000, pending final Congressional
action. These funds will be available to North Carolina when it has successfully obtained a State
Revolving Fund Capitalization Grant award from EPA and has provided the 20 percent required
state match.

This IUP proposes to use $32,481,060 in federal dollars and the entire 20 percent state match of
$9,414,800 for a total of $41,895,860 for project loans and $15,792,940 of federal funds for non-
project set-asides (see Attachment A). Congress requires that between 20 and 30 percent of the
Capitalization Grant must provide additional subsidization under the principal forgiveness
reserve and 15 percent must be loaned to systems serving fewer than 10,000 people. A single
project can contribute toward both of these requirements.

2. Short and Long-Term Goals of the DWSRF Projects and Set-Asides

The DWSRF offers opportunities to direct funding toward systems having the most pressing
public health or compliance needs. Another expectation is that the Preliminary Engineering
Reports (PERs) and Environmental Assessments (when required) submitted with applications
reflect a thorough evaluation of remediation alternatives including that of doing nothing.

2A.  Short-term goals

1. Provide loans to eligible public water systems to address acute health risks as a
priority.

2. Provide loans to eligible public water systems to allow consolidation of non-
viable water systems with systems having adequate capacity.

3. Provide funding for preventive and efficiency measures, such as the replacement
of aging infrastructure.

4. Improve public water systems’ compliance.

5. Assist EPA in meeting regional program objectives by conducting State

Supervision activities and meeting work plan objectives and measures.
6. Provide the required State match within the required time frame.
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Long-term goals

1. Support the North Carolina goal of assuring safe and healthy drinking water for

state residents and visitors served by public water supplies.

Increase the percent of the population served by safe water systems.

Increase the safety of public water systems.

Promote safe and affordable drinking water.

Provide technical and financial assistance to public water systems in adapting to

changing drinking water quality standards and maintaining the health objectives

of the SDWA.

6. Maintain the fiscal integrity of the DWSRF to assure continuance of loan funds
for future generations.

7. Assist water systems in complying with new SDWA rules as they are
implemented.

8. Implement a capacity development strategy that may use innovative strategies and
solutions to help water systems improve compliance.

9. Ensure technical integrity of the proposed water system improvements, advocate
self-sufficiency, protect water resources from new pollution sources, and promote
sustainability.

arwN

Financial Status of DWSRF

Total amount of funds in DWSRF. Attachment A of this IUP shows the total amount of
funds in the DWSRF for FY 2012 and FY 2013 and the intended allocation to each
activity. Attachment A shows the full 20 percent required State match for FY 2012 and
2013. The Legislature will provide the required State match.

Beginning/End-of-year financial status. The DWSRF Annual Report is submitted to EPA
by September 30th each year. The DWSRF Annual Report summarizes the
disbursements and the total funding available through the end of the state fiscal year

(June 30), and is available at the following address:
http://www.ncwater.org/pws/srf/PagessANNUAL _DWSRF REPORT 12 FINAL Printed2012-10-16.pdf.

Other Status Information. Administration of these funds conforms to the state fiscal year,
starting July 1 each year and ending June 30. As provided for by state statutes, it is the
intent of the DWSRF program to use interest earned on state match loan funds as well as
principal and interest repayments to the state from projects as part of the funds available.
Accelerated commitment of this repayment stream will increase the utilization of these
funds and improve the pace of the program. It is the policy of the state to maximize the
use of the DWSRF to assist as many water systems as possible and to preserve the fund
in perpetuity. Taking this into account, a Disadvantaged Communities Program has been
established as described in Section 7. Historically, the maximum interest rate for a
standard loan is 4 percent with one-half of the market rate being the norm. However, in
recent years, to help move funds more quickly and address unliquidated obligations, the
interest rate has been 0 percent. The maximum term is 20 years. The Department has
been directed by the State Legislature (HB1095/S.L. 2005-454) to establish through
negotiation with EPA priority criteria for evaluating DWSRF loan applications. The
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outcome was an Operating Agreement incorporating revised criteria transferred from
Section .0600 of the NCAC 15A 1N rules. Assurance schedules contained in the
Operating Agreement specify the level of fiscal integrity North Carolina and the
Department of Environment and Natural Resources (DENR) specifically have targeted
for the overall management of the DWSRF funds.

Intended Use for Non-Project Activities/Set-Asides

Definition of non-project activity. The 1996 SDWA added significant new program

responsibilities for states and provided for their funding through the set-asides from the

DWSREF for non-project activities. Set-asides are uses of DWSRF money which are

allowed by the SDWA to further the objectives of the Act but are not construction

related. These activities include the following:

e Program Administration,

e Technical Assistance to Small Systems,

e Administration of the Public Water Supply Supervision Program (State Program
Management), and

e Local Assistance and Other State Programs.

Non-project activities may be carried out directly by the Public Water Supply (PWS)

Section of the Division of Water Resources in the Department of Environment and

Natural Resources and through contracts with other agencies and organizations.

Description of process used to determine amounts of Capitalization Grants to be used for
non-project activities. In planning for the DWSRF the PWS Section involved
stakeholders in a detailed process for the FY 1997 grant allocation to determine if, and to
what extent, the available set-asides would be used; what continuing positions would be
created and funded; and to determine the priority needs in the state. This portion of this
Intended Use Plan covering set-asides is a continuation of the programs and projects
approved in previously approved 1UPs. This set-aside plan continues funding for salaries
and support for the positions that are created through the DWSRF.

Description of set asides for non-project activities

Program Administration

The State will allocate four percent of the Capitalization Grant for program
administration. The DWSRF will be administered by the PWS Section with support from
the Division of Water Quality for payments and reimbursements. This set-aside is used
for salaries and associated expenses of 6.2 people. These positions are necessary for the
administration and management of the program; financial management; capacity
development implementation; legislation and rule making; application solicitation and
review; development of yearly comprehensive project priority lists; conducting the
DWSRF needs survey every four years; managing services by vendors and other state
agencies; data management; reporting; and records keeping. These funds will also be
used to procure all equipment and training necessary for the adequate performance of
staff on related duties. Technical assistance to water systems in completing the loan
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applications, as well as to other small water systems will be funded through this set-aside.
Partial funding for a DWSRF Environmental Engineer is provided in this set-aside. This
IUP also continues funding support for the Environmental Review process engineer, as
well as partial funding availability for an Engineering Manager and an SRF Engineer
with some duties related to DWSRF program implementation, including loans and set-
asides. A new SRF Engineer has been added due to the increase in revolving fund
availability, additional program requirements related to special conditions and increased
inspections. Additional staff or contractors may assist systems with the preparation for
identification and documentation of needs for EPA Needs Surveys. The Section will use
temporary, time-limited or permanent staff as needed.

Technical Assistance for Small Systems

The State will allocate two percent of the Capitalization Grant to provide technical
assistance to small water systems. This money is used jointly by the PWS Section and
the North Carolina Rural Water Association (NCRWA). The PWS Section will provide
funding support for three positions in regional offices. The NCRWA contract will
continue the support of one circuit rider. Assistance provided with these funds must be
directed to public water systems serving a population of less than 10,000. A list of some
of the general activities to be performed and assistance to be provided using this money is
as follows:

e Investigate MCL violations and identify corrective actions.

e Investigate and evaluate systems malfunctions or operational problems and advise
regarding corrective actions.

e Inspect systems for compliance with required design standards and advise regarding

needed modifications.

Interpret sample results and advise regarding health risk.

Interpret and advise concerning regulatory or monitoring requirements.

Assist with sample siting plans.

Provide emergency response to water outages and other serious conditions.

Train operators and provide hands-on assistance when needed.

Investigate and advise concerning source water contamination and water source

selection.

Assist in setting up pilot studies.

Assist with capacity development and source water protection activities.

Provide water system security assistance.

Provide water systems with public notice assistance.

Administration of Public Water System Supervision Program.

Ten percent of the Capitalization Grant will be used for this set-aside primarily to
supplement the Public Water System Supervision Grant from EPA for salary and support
for basic program implementation of the Safe Drinking Water Act. The set-aside
provides funding for 20 staff plus any additional permanent, time-limited, or temporary
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positions, as resources allow, or contracts, as well as additional staff to cover additional

resources needs due to new tasks or reduced state budgets. This set-aside funds two

positions that serve specialty functions.

e One position is the primary coordinator for ensuring capacity development concepts
and activities continue to be developed and implement through the section.

e Inaddition, one position exists to facilitate development of and coordinate the Source
Water Protection Program. This source water protection engineer serves as the
coordinator for developing, implementing and managing a source water protection
program, including coordination with delineation and assessment activities, wellhead
protection program activities and other state agencies.

Local Assistance and Other State Programs

Fifteen percent of the Capitalization Grant will be used for Local Assistance and Other
State Programs. Activities include wellhead protection, capacity development, and loans
for land acquisition.

Loans for Land Acquisition

The State will allocate a portion of the Capitalization Grant for a loan program for land
acquisition and conservation easements. A state may fund several categories of activities,
including loans to finance the purchase of property for land acquisition and/or
conservation easements intended to facilitate source water protection. These loans would
only be available to units of local government where the proposed project is a component
of a Source Water Protection Plan that has been approved by the PWS Section. This loan
program will provide incentive to implement source water protection planning at the local
level. Principal and interest payments will be transferred into the general DWSRF and
used for future standard project loans.

Wellhead Protection

The State will allocate a portion of the Capitalization Grant for the Wellhead Protection
(WHP) Program from this set-aside. Valuable information, tools and interest for
protecting public water supplies have been generated by the Source Water Assessment
Program (SWAP) developed and implemented with funding from the FY 97 grant. This
set-aside funds four positions within the PWS Section.

This set-aside includes a contract for technical assistance for local wellhead protection
efforts with NCRWA that supports one or more technicians to assist in the preparation of
wellhead protection plans. Included also is funding for contractors, equipment and
supplies to: identify public water supply well and potential contaminant source (PCSs)
locations within wellhead protection areas, update the system inventory, computerize
records, and conduct well inspections. These funds will also provide for maintenance and
necessary upgrade of the computer applications used to complete source water
assessments. This includes software and hardware upgrades to allow for efficient
operation of the applications and data conversions to allow expanded use of Global
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Positioning System (GPS) and Geographic Information System (GI1S) data in analytical
work. It also may include enhanced data management and internet access to system data
through SDWIS State, or its subsequent replacement, such as SDWIS NextGen.

4C4c. Capacity Development

Support for capacity development will be continued through allocation of a portion of the
Capitalization Grant for these activities. Funding will be used for contracts, purchase of
equipment and to fund eleven positions.

5. Comprehensive Project Priority List (CPPL)

The Comprehensive Project Priority List (CPPL), has been split into two Attachments.
Attachment B-1, CPPL / Applications Ready to Proceed by Deadline to Proceed, shows those
applications that are ready to proceed, their relative ranking, and proposed funding from the 2012
DWSREF. Priority ranking is not relevant for applications that are not ready to proceed, because
Funds will be committed to ready to proceed applications. So Attachment B-2, CPPL /
Applications Not Ready to Proceed by Deadline, shows those applications that are not RTP in
alphabetical order.

Attachment C, Proposed Order of Allocation for any 2013 Funds, shows only the applications
receiving high enough priority to be eligible for additional subsidization from the 2013 DWSRF.
Congress has not yet provided funding for the 2013 DWSRF and therefore the amount available,
if any, for principal forgiveness is currently unknown. Once the 2013 DWSRF funding amount is
known, the PWS Section will allocate the available funds in keeping with Attachments B and C,
including any required funding for additional subsidization or Green Projects.

This IUP includes applications reviewed after the September 30, 2012 deadline. As requested by
EPA, the PWS Section will apply both the 2012 and 2013 Capitalization grants to applications
on the combined 2012 and 2013 CPPL that have not yet accepted funding. Attachments B-1 and
B-2 show that by the September 30, 2012 deadline, the PWS Section received 76 applications
requesting $253,307,061 in loans for eligible projects.

Fifteen percent of the Capitalization Grant must be loaned to systems serving fewer than 10,000
people. Attachment D, Applications from Small Systems, shows that no adjustment to the priority
points was necessary to meet the requirement.

Actual project funding depends on meeting the “ready-to-proceed” (RTP) criteria described in
Section 9 of this IUP. In accordance with 15A NCAC 1N .0701(b), the Loans and Grants Unit,
Technical Services Branch, of the PWS Section needed documentation of RTP by the RTP
deadline of September 30, 2012. Sharing one deadline for both application submittal and ready-
to-proceed helped ensure that the applications received are for viable, well-developed projects
genuinely needing DWSRF funding, and will also shorten the lag time between application and
commencement of the project.
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The PWS Section will fund those projects that documented being RTP by the RTP deadline in
descending priority order. Within the limitations of 1N .0201(c) and the reserves for the
Additional Subsidization and the Disadvantaged Community Program (DCP), the PWS Section
will bypass projects that did not document being RTP by the RTP deadline in favor of other
projects that did document being RTP by the RTP deadline. Projects that document RTP after
the RTP deadline will be funded only as funding may become available and in the order in which
the projects document RTP. Projects that document RTP on the same date will be funded in
priority order. Applicants are strongly encouraged to communicate regularly with PWS Section
staff regarding their RTP status to help ensure submitted documentation met minimum
requirements before the submittal deadline of September 30.

Some projects on the CPPL are deemed “ineligible,” usually because too much of the project
consists of ineligible components (e.g., dams or projects solely for future growth). These
projects are considered to be “on the CPPL” but are not scored. After the RTP deadline, the
applicant can correct all deficiencies that made the application ineligible (e.g., the applicant can
split an eligible portion from the rest of an ineligible project). The applicant can then document
ready-to-proceed status for the corrected application. However, the PWS Section shall prioritize
such corrected application below fully funding all eligible projects including all bypassing. The
corrected application shall not be eligible for “additional subsidization” until it has appeared on
an EPA-approved CPPL as an eligible project. The PWS Section shall prioritize between
corrected applications by RTP date, with population as a tiebreaker (lower population is higher

priority).

The PWS Section will dispose of applications that are not made complete before the second
year’s application deadline. The applicant must submit a new and complete application for
further review.

The Public Water Supply Section implements the requirements of the 2008 Drought Bill for
applications received by September 30 2012. [NCGS §143-355.4(b)] The implementation was
more fully explained in a Procedures memo on May 22, 2012.

Applicants are strongly encouraged to submit applications well before the annual
September 30 deadline if they want comments regarding missing documentation that
might hurt eligibility or priority ranking. If requested, the PWS Section will provide
comments by September 1, for all applications received by June 1.

6. Description of Criteria and Methods Used for Distribution of Funds

6A.  Set-Aside Accounts. Division of funds between the monies to be used for set-aside
purposes and those to be used for construction loan/project purposes, including the
required state match of 20 percent, are detailed in Attachment A.

6B.  Conduct of the Drinking Water State Revolving Fund. The provisions of 40 CFR Parts 9
and 35 Drinking Water State Revolving Funds, the Operating Agreement, and the North
Carolina Drinking Water State Revolving Fund Rules, identified as 15A NCAC 1N,
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guide the administration of the DWSRF program on a day-to-day basis. These guides are
available on the PWS Section website at http://www.ncwater.org/pws/.

Capacity Development Reviews. All public water systems receiving funding from the
DWSRF must be reviewed to ensure that they can demonstrate adequate technical,
financial, and managerial capacity {Water System Management Plan, NCAC 15A 18C
.0307(c)} to operate the water system in compliance with the SDWA.. A regulatory
process was developed and has been approved by EPA as adequate to ensure technical,
financial, and managerial capacity is demonstrated. This is measured by the issuance of
an Authorization to Construct for the process occurring after capacity development
criteria are reviewed and satisfied. The NC Local Government Commission (LGC)
evaluates financial capacity. The LGC oversees annual financial auditing of local
governments and must approve any DWSRF funding to ensure the applicant has adequate
financial capacity to operate the system and pay off the debt. A water system that lacks
adequate capacity in one or more categories might remain eligible for funding if a
strategy that would resolve the problem or issue can be developed and attached as a
condition of the loan approval.

Determination of priority rating points. Each application, or independent eligible portion
under 15A NCAC .01N .0502(d), is judged and receives priority category and points in
accordance with Section I1.S. of the Operating Agreement (OA). This OA and the
Drinking Water State Revolving Fund Rules in 15A NCAC 01N can be found online at
http://www.ncwater.org/pws/srf/Rules/index.htm. In accordance with the OA, the 1N
rules, CFR, and the SDWA, the State reviews each project description to ensure
eligibility and that the proposed project addresses the most serious risk to human health
or is necessary to ensure compliance with the requirements of the amended SDWA. The
tie breaker for projects with the same public health and compliance category and priority
points total is system population, with the smaller population being granted higher
priority.

SRF program engineers and at least one regional staff person familiar with the respective
public water system review each application. Following these reviews, PWS Section
personnel further refine scores and present them to a supervisory committee. This
committee provides an oversight role as well as final score and eligibility determination
based on the application content. Public review offers the applicants opportunities to
present arguments and comments if they thought that the state misinterpreted the
information presented in their application packages, however, no new documentation is
accepted.

The PWS Section may add proposed projects to the IUP to address unanticipated
emergency situations. The qualifying criterion is that the Secretary of DENR determines
that a serious public health hazard or a drought emergency that was not reasonably
foreseeable is present or imminent for a public water supply system. Such actions will be
reported in the Annual Report. The state low interest emergency revolving loan account
for such situations may lack sufficient funds.



6E.

6F.

North Carolina DWSRF Intended Use Plan — FY 2012 & FY 2013 Funds

T15A NCAC 01N .0401 establishes the application deadline as September 30 of each
year. Applications for projects may be submitted any time before the application
deadline.

The Public Water Supply Section does not consider information or documentation
submitted after the application deadline for that review cycle except as described in
Section 5. Under T15A NCAC 01N .0502(e), the Public Water Supply Section will
reconsider information received after the application deadline during the next year’s
review cycle.

Withdrawal of applications. In accordance with TI5A NCAC 01N .0402(e), an
application that is withdrawn from consideration by request of the applicant must be
resubmitted as a new application to be considered again.

An applicant that declines any offer of funding has withdrawn the application from
consideration for funding. The applicant will have the option of resubmitting a new
application for the same project during another application period.

Funds dedicated to specific project. The Applicant can use the funds only for the eligible
project as defined in the application and associated materials, and as clarified in the Offer
and Acceptance documents (Part A and Part B). Applicants cannot re-direct funding
from the eligible project. At the completion of the funded project the PWS Section will
de-obligate all funds that are not spent on the eligible project to the DWSRF Fund to fund
other applications.

Additional Subsidization - Twenty Percent Reserve

The PWS Section targets the required twenty percent “additional subsidization” toward
disadvantaged communities and toward systems with high rates relative to median
household income.

The first (disadvantaged communities) component of the additional subsidization
program is projects initiated by the Public Water Supply Section to consolidate and
eliminate non-viable water systems. In this context a Disadvantaged Community is a
community served by a public water system that lacks capacity as defined in the Safe
Drinking Water Act, Sections 1420 and 1452(a)(3). The PWS Section will make a
principal forgiveness loan and/or reduced interest loan to the most appropriate public
water system having capacity that is willing to take over and eliminate the non-viable
system. In most cases this will consist of a project to run supply to and replace the
distribution system in the Disadvantaged Community. Because these projects are
initiated by the PWS Section no application cycle applies. These projects may not appear
on the Comprehensive Project Priority List, but count toward the additional subsidization
reserve and will be reported in the annual report and other periodic reports.

The second component of the additional subsidization program makes applications
submitted for systems with high rates relative to median household income eligible to
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receive additional loan subsidization. A system with high rates relative to median
household income is defined by the ratio of the current average water bill for 4,500
gallons to median household income (the “rate to MHI Ratio”) being greater than or
equal to 0.85 percent. The PWS Section calculates eligibility for additional subsidization
for second component projects based on the official rate sheets, connection information
provided in the application and adjusted, published MHI data.

If there are insufficient RTP first and second component applications to exhaust the
reserve, the Public Water Supply Section will provide additional subsidization to RTP
projects in priority order without considering either status as a disadvantaged community
or rates relative to median household income. These RTP projects form the third
component of the additional subsidization program.

Second and third component funding is 80 percent principal forgiveness loan and 20
percent zero-interest loan. This ratio between principal forgiveness and zero-interest
loans will be maintained as the project’s estimated cost changes during the project’s life
cycle. That is, the applicant must repay 20 percent of the final DWSRF amount
disbursed. As is the case for all PWS Section funding programs, the funding is limited to
the eligible project as defined in the application and associated materials, and as clarified
in the Offer and Acceptance documents (Part A and Part B).

In accordance with Section 6F of this IUP, the PWS Section will de-obligate any
funds not used on the eligible project.

Green Project Reserve

The 2012 DWSRF appropriation did not require any Green Project Reserve. Therefore,
North Carolina will have no green project reserve. If the 2013 Capitalization Grant
includes a Green Project Reserve, the Section will meet it following procedures described
in the 2011 Capitalization Grant IUP.

Program Changes

To make the most efficient and expedient use of available federal funding, and to benefit
from experience administering ARRA and the DWSRF programs, the PWS Section made
changes to the definition of “ready-to-proceed” (RTP) and to the RTP deadline.

Need for this *“catch-up” IUP and implications for the Two-year Funding Cycle.
Historically, to know the Congressional allocation prior to applying for the grant, the
Section applied for its capitalization grant late in the two-year grant application cycle.
However, to reduce the amount of not-yet-applied-for grant money, the USEPA has
strongly encouraged the Section to apply for both the 2012 and 2013 capitalization grants
at the same time. Because T15A NCAC 01N .0401 establishes the application deadline
as September 30 each year, the PWS Section is not able to hold two review rounds.
Further, in accordance with NCGS 159G-39, the Section must reconsider all unsuccessful
applications during a second application review period.

10
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The Section will apply both the 2012 and 2013 capitalization grants to projects on one
combined 2012 and 2013 CPPL. Because the combining of two EPA grants into one
application cycle creates one combined IUP, unfunded applications first appearing in this
IUP will receive their second review for the 2014 IUP, approximately one year from now.

Changes for 2012 and 2013. Last year, the 2011 IUP outlined changes that would occur
in this 2012 IUP. At that time, the PWS Section did not know that this IUP would
include both the 2012 and 2013 capitalization grants, but the review procedures remain as
outlined. As described in the 2011 IUP, “ready to proceed” deadline for the 2012 and
2013 IUP was September 30, 2012.

Proposed changes for the 2014 IUP. The PWS Section will implement the 2014 [UP,
prepared from the September 30, 2013 applications, in a fashion similar to this 2012 and
2013 IUP. Applications for projects may be submitted any time during the year up to the
application and the ready-to-proceed (RTP) deadline of September 30th. The joining of
the application and deadlines will continue for future cycles, as will placing applications
on the two Comprehensive Project Priority Lists (as NCGS 159G-39(c) requires).

Affordability Priority Points

The Operating Agreement in OA S.1.d describes affordability as the ratio between the
current monthly residential user cost to the median household income (MHI). The
existing DWSRF prioritization scheme heavily weights the affordability of the project,
which accounts for nearly 50 percent of all priority points. Currently, a project with a
rate greater than 1.00 percent of the MHI earns 20 priority points for affordability.
Recent applications have included rates exceeding 1.50 percent of MHI, which suggests
that additional priority points for higher rates are warranted.

The current scale will be replaced with the following:

Rates = 0% to .09% MHI 0 points
Rates = 0.10% to 0.19% MHI 2 points
Rates = 0.20% to 0.29% MHI 4 points
Rates = 0.30% to 0.39% MHI 6 points
Rates = 0.40% to 0.49% MHI 8 points
Rates = 0.50% to 0.59% MHI 10 points
Rates = 0.60% to 0.69% MHI 12 points
Rates = 0.70% to 0.79% MHI 14 points
Rates = 0.80% to 0.89% MHI 16 points
Rates = 0.90% to 0.99% MHI 18 points
Rates = 1.00% to 1.09% MHI 20 points
Rates = 1.10% to 1.19% MHI 22 points
Rates = 1.20% to 1.29% MHI 24 points
Rates = 1.30% to 1.39% MHI 26 points
Rates = 1.40% to 1.49% MHI 28 points
Rates = 1.50% or greater MHI 30 points
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North Carolina DWSRF Intended Use Plan — FY 2012 & FY 2013 Funds

With this change, project affordability will account for 57 percent of all available priority
rating points, helping to direct DWSRF funding to projects with fewer financial resources
and financing options.

Additional Subsidization

If Congress requires additional subsidization with the 2014 Capitalization Grant, the
process will be revised as described below.

Proposal to eliminate the eligibility threshold: For the 2014 IUP, the PWS Section is
considering eliminating the rate-to-MHI threshold for eligibility for additional
subsidization. The PWS Section would award any additional subsidization strictly in
accordance with ranked priority as described in 6D above.

With the additional affordability priority points as described in 9C1, this simplification
will provide greater balance between funding for projects with high priority ranking, and
systems with a greater need for financial assistance.

Alternative proposals for thresholds: However, it is also desirable not to award additional
subsidization to the most financially well-off systems that do not need any subsidy.
Therefore, the PWS Section is also considering new thresholds for ineligibility for
additional subsidization:

e The Section is considering making systems with rates below some threshold
ineligible for additional subsidization. The Section is considering a threshold
somewhere in the range of 0.50 to 0.75 percent of MHI. For comparison, the
statutory threshold for the historical high unit cost grant program was 0.75 percent of
MHI.

e The section is also considering making a system with a population greater than
10,000 ineligible for additional subsidization.

The decision regarding any changes to the allocation of mandatory additional

subsidization will be published in the 2014 [UP.

Disadvantaged Community Program

As has been historically true, Category 1 projects initiated by the PWS Section to
eliminate non-viable water systems will remain eligible for additional subsidization.
Details of Category 1 are otherwise unchanged.

Public Participation
Public notification as to the availability of the IUP was placed on the PWS Section
website on January 9, 2013 and was advertised in eleven newspapers by January 21,

2013. A Public Meeting was held on January 30, 2013, in Raleigh to gather comments
on the IUP from interested parties and the public. The meeting officer’s record of the

12



North Carolina DWSRF Intended Use Plan — FY 2012 & FY 2013 Funds

meeting and a summary of any comments received are a part of the application package
to EPA.

11. Transfer Between DWSRF and CWSRF

Transfer of funds between the DWSRF and the Clean Water State Revolving Fund
(CWSREF) are authorized by federal statutes. This IUP does not propose any such
transfer of funds.

12.  Transfer of Funds from Set-Asides into Standard Project Accounts

Funds for Local Assistance and Other State Programs can be reallocated among the five
different activities or transferred to project fund, based upon the needs of the eligible
water systems for any given year upon approval of grant amendment. At any time, the
DWSRF Administrator can transfer any unspent funds to the project fund. Once
transferred, these funds must remain as part of the project fund.

During the fiscal year, North Carolina transferred the following set-asides into the project

fund. North Carolina reserves the authority to take these reserved monies from a future
capitalization grant to fund these set-aside activities:

Set Asides moving to projects in FY 2013 and reserving future rights

FUNDS FUNDS FUNDS TOTAL FUNDS
FUND MOVING TO MOVING TO MOVING TO MOVING TO
FUND NAME XX=FY PROJECTS PROJECTS PROJECTS PROJECTS
07 FUNDS 08 FUNDS 09 FUNDS
Administration 63XX $ 6,777.93 | $ 647,293.09 | $1,096,560.00 | $ 1,750,631.02
State Program
Management 64XX $ 18,684.55 | $ 0.00 $ 652,908.75 | $ 671,593.30
Small System TA | 65XX $ 0.75 | $ 135,110.76 | $ 321,050.79 | $ 456,162.30
66XX
Wellhead 6X21 $ 680.39 | $ 936,109.52 | $1,304,250.00 | $ 2,241,039.91
Capacity 66XX
Development 6X22 $ (0.00) $ 401,533.89 | $1,324,580.00 | $ 1,726,113.89
66XX- | $
Loan Acquisition 6X40 | 1,564,450.00 $1,483,270.00 | $1,483,270.00 | $ 4,530,990.00
TOTAL | $1,590,593.62 | $3,603,317.26 | $6,182,619.54 | $11,376,530.42

13




Attachment A

Financial Plan
Fiscal Years 2012 & 2013 DWSRF IUP

2012 2013 Total

North Carolina Capitalization Grant $23,537,000 | $23,537,000 | $47,074,000
Non-Project Set-Asides $7,296,470 | $7,296,470 | $14,592,940
1. Administration - 4% $941,480 $941,480 | $1,882,960
2. State Program Management - 10% $2,353,700 | $2,353,700 | $4,707,400
3. Technical Assistance - 2% $470,740 $470,740 $941,480
a. NC Public Water Supply $271,526 $271,526 $543,052
b. Other Contracts $199,213 $199,213 $398,426
4. Local Assistance & Other State Programs - 15% | $3,530,550 | $3,530,550 | $7,061,100
a. Land acquisition $312,605 $312,605 $625,210

b. Wellhead protection $864,245 $864,245 | $1,728,490

NC Public Water Supply $517,900 $517,900 | $1,035,800

Contracts, Equipment and Supplies $346,345 $346,345 $692,690

c. Capacity development $2,353,700 | $2,353,700 | $4,707,400

Total Federal Dollars for Project Loans $16,240,530 | $16,240,530 $32,481,060
State Match - All For Project Loans $4,707,400 | $4,707,400 | $9,414,800
Total Federal & State dollars for Project Loans $20,947,930 | $20,947,930 | $41,895,860

Mandatory Federal Dollars Toward:

gdii%’fzgtt?gﬁd ggg;;m“”“y / Additional $4,707,400 | $4,707,400 | $9,414,800

Small Systems - 15% $3,530,550 |  $3,530,550 | $7 061,100

N/A N/A N/A

Green Project Reserve - 0%
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Attachment E

Notice of Public Meeting
Fiscal Years 2012 & 2013 DWSRF Intended Use Plan

The "State of North Carolina Drinking Water State Revolving Fund Intended Use Plan - Funding
from Federal Fiscal Years 2012 and 2013" (IUP) is available for public review and comment.
This IUP describing use of funds is part of the state's $47,074,000 application to EPA for the
2012 and 2013 DWSRF Capitalization Grants. Funds will be used for low-interest loans to
improve public water systems' public health and compliance, administration, technical
assistance, state program management, capacity development and source water protection.
Project applications were due by September 30, 2012. This IUP also discusses changes planned
in 2013. Interested parties may obtain a copy of the IUP by contacting Jeanne Fletcher at

(919) 707-9049 or visiting: http://www.ncwater.org/pws/srf/Pages/federal_reports.htm.

A public meeting is scheduled for 2:30 p.m. Wednesday, January 30, 2013 in the Ground Floor
Hearing Room of the Archdale Building, 512 North Salisbury Street, Raleigh, NC 27603. Free
public parking is available between 11 am and 4 pm at the Powerhouse Square Parking Deck,
513 West Jones Street, Raleigh, NC 27604. Commenters should sign in beginning at 2:00 p.m.
and should limit comments to three minutes. Written comments may be provided on site, mailed
to Vincent Tomaino at 1634 MSC, Raleigh, NC, 27699-1634, or e-mailed to
vincent.tomaino@ncdenr.gov until January 30, 2013.
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