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| NTRODUCTI ON

The federal Water Quality Act of 1987 (the Act) created the
State Revol ving Fund Loan Program (comonly known as the
SRF) . The Act authorized |low interest |oans for the
construction of publicly owed wastewater treatnent works
(POTWs), for inplenentation of a nonpoint source (NPS)
pol l uti on control managenment program and for inplenentation
of an estuary conservati on and rmanagenment program

In 1988, the Hawaii State Legislature passed Act 365
establishing a State Water Pollution Control Revol ving Fund
to receive the federal capitalization grant. This Act was
| at er superseded by HRS Chapter 342D Part V.

The SRF Program provides low interest |oans to county and
state agencies, and other Applicants to construct point
source and nonpoi nt source water pollution control projects.
The SRF is to be maintained in perpetuity.

Thi s manual presents the policies and procedures of the SRF
Program It is intended to guide county, state, and other
Applicants in obtaining SRF | oans and conplying with all the
applicable requirenents. Appendix C contains a flow chart
of the SRF | oan process with questions and answers regardi ng
t he SRF Program

O her docunents avail able at the Departnent of Health (DOH)
Wast ewat er Branch provi de expl anation of the various
activities and requirenents of the SRF Program These
docunents include the federal regulations in 40 CFR 35
Subpart K, the Operating Agreenent between the State of
Hawai i and EPA, and the annual Intended Use Plan (1 UP)

PROGRAM PURPOSE

The purpose of the SRF Loan Programis to inplenent the
Water Quality Act and various state |laws and rul es including
Chapter 342D-Part V of the Hawaii Revised Statutes (HRS) and
Chapters 11-62 and 11-65 of the Departnent of Health

Adm nistrative Rules (HAR). The Program assists in
financing the construction of water pollution control

proj ects necessary to prevent contam nation of our
groundwat er and coastal water resources and to protect and
pronote the health, safety and welfare of the citizens of
the State of Hawaii .



OVERVI EW OF THE SRF LOAN PROGRAM

A Federal and State Funds

The Water Quality Act of transferred the responsibility for
fi nanci ng poi nt source and nonpoi nt source water pollution
control projects fromthe federal government to the State of
Hawaii. The authority for EPA to nmake grants to the States
to provide seed capital for the SRF was initiated in 1989.
Federal funds are matched with a 20% State contri bution as
required by the Act.

The 2000 Cl ean Water Needs Survey, Report to Congress, which
reports on the future water pollution control needs of the
country, indicated that our state needed over $1.7 billion
of new wastewater treatnment works constructed in the future
to allow for economc growh, to inprove the quality of the
environnment and to neet federal water quality standards.

The SRF Program can be pivotal in financing projects

addr essi ng these needs.

The sources of nonpoint source (NPS) pollution are many and
can be categorized as foll ows:

- urban runoff (*stormater)

- construction site runoff

- agricultural site runoff

- animal waste site runoff

- individual waste system (cesspools & septic
systens) | eaks and runof f

- storage tank site | eaks and runoff

- waste storage site | eaks and runoff

- landfill site | eaks and runoff

(*stormnat er projects required to have Stormmvater Pernits
i ssued by the DOH Cl ean Water Branch are consi dered point
source projects. Projects not required to have Stormater
Permits are considered nonpoint source (NPS) projects.
Pol I ution control projects addressing any of these sources
are eligible for SRF funding consideration.)

B. Federal and State Fund Requirenents

Al SRF are required to conply with the state or federal
Requirenments outlined within this manual.



Prem ses of SRF Program Fundi ng

SRF program policy is as foll ows:

1. Loans will be made fromthe currently avail abl e federal

and State funds at 100% of all owabl e project costs;

2. An admi nistration fee of one percent (1% of the

out standi ng | oan bal ance shall be collected annually by

t he SRF program

3. Each |l oan shall bear a sinple interest at a rate of two
thirds (2/3) of the bond market prinme rate as indicated

in the nost recent publication of "The Bond Buyer",
| ess the one percent adm nistrative fee;

4. The interest rate will remain fixed over the life of a
| oan;
5. The principal anortization on |oans will begin one year

after the Notice To Proceed (NTP) or the date of the
final |oan agreenent, whichever is |ater;

6. Projects will be funded on a first-need. However, when

funds are limted, conpliance projects will receive
priority over new capacity projects.

7. The maxi num | oan repaynment period is 20 years.
Repaynments shall be nade at | east sem -annually.

For the construction of point source pollution control
projects, SRF loan financing will be available for the
construction phase only. A design cost allowance may
be provided for the project. However, design-build
projects accepted for SRF funding will be funded at
100% of al | owabl e desi gn and construction project
costs.

For NPS pollution control projects, SRF funding wll be
deci ded on a case-by-case basis. SRF funding may al so be
consi dered for |inked-deposit |oan prograns to fund ot her
NPS pol lution control prograns.

SRF LOAN PROGRAM FLOWCHART

The SRF | oan programrequires that a series of phases be
followed to obtain a | oan. These phases are illustrated
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with a flowhart in Appendix C. The required phases for the
SRF | oan programare listed in sequential order belowto
introduce the entire process. Specific guidance for each
phase is presented in the discussion that foll ows.

1. PRICRITY LI ST PHASE

A Appl i cant requests project ranking
B. DOH ranks projects (via Priority List)

C. DCH devel ops the Intended Use Plan (I UP)
to present for public notice the future projects
sel ected for SRF funding for the comng fisca
year

2. PLANNI NG PHASE

A Applicant submts Project Report
B. DCH revi ews/ approves Project Report

C. Applicant subm ts Environnmental Assessnent
Docunents (EAD s) to CEQC and DCOH

D. DCOH oversees the environnental review process via
the State Environnental Review Process (SERP)

E. Applicant submts Plans & Specifications
DCH revi ews/ approves Pl ans & Specifications

G DCH revi ews/ approves State and Feder al
Requirements (if applicable)

H. DCOH conpl et es Pl anni ng Docunents revi ew ( Project
Report, SERP, Plans & Specifications, State and
Federal Requirenents), and sends a Pl anning
Docunents approval letter to Applicant

3. LOAN AGREEMENT PHASE

A Applicant submits SRF | oan application

B. DOH approves | oan application



DCOH conpl etes the Pl anning Docunents review (see
Pl anni ng Phase), sends Pl anni ng Docunents approval
letter to Applicant

DCH sends | oan offer, interimloan agreenent, and
Pre- Award Package to Applicant

Applicant and DOH sign interimloan agreenent
Applicant advertises/opens bids

Applicant submits Pre-Award Package with the
contracts and agreenents it proposes to accept

DOH revi ews/ approves Pre- Anard Package and
proposed contracts and agreenents. DOH sends
final |loan agreenment (deleting interimconditions
that are satisfied) to Applicant

Applicant and DOH sign final |oan agreenent

CONSTRUCTI ON PHASE

A

B

C.

LOAN

Applicant initiates construction
DOH conducts interimconstruction inspections

DCOH conducts final construction inspection and
establishes construction cut-off date with the

Appl i cant

PAYMENT PHASE

C.

Applicant submts all remaining docunents required
bef ore paynment can be processed

Applicant requests paynent every nonth based on
costs incurred

DCH revi ews/ approves/ processes paynents

OPERATI ONS PHASE

A

B

Applicant initiates project operation

Applicant certifies one-year operation (if
5



required)

7. LOAN REPAYMENT PHASE

A Appl i cant repays | oan, beginning one year after
the Notice to Proceed (NTP) date or the date of
the final |oan agreenent, as stated in the final
| oan agreenent.

8. LOAN CLOSE- QUT PHASE

A DOH revi ses | oan anorti zati on schedul e and sends
| oan anmendnment to Applicant

B. DOH and Applicant sign | oan anendnent

C. Appl i cant makes repaynents
Three annual requirenents are the Single Audit (conpleted by
the Applicant), the Sewer User Charge Systemreview, and the
Fi nanci al Capability Review, both conpleted by the DOH
The listing above presents eight major phases that are
required to conplete the SRF | oan process. It is inperative
the Applicant and the DOH act in concert so that the SRF
| oan process can be a success.

PRICRITY LI ST PHASE

The Applicant's first step in the SRF process is to submt a
Proposed Project For SRF Fundi ng Form (Appendi x D) for each
project it wants DOH to consider for SRF funding within the
next five years. The Applicant nmust submt these forns to
DOH by the fifteenth day of October of each year, to ensure
that all proposed projects will be considered during the
preparation of the Priority List. SRF |oans can be awarded
only to projects listed on the annual Priority List.

The DOH will rank all the proposed projects, in accordance
with the Priority System Policies (Appendix E). The DOH wi ||
prepare the Priority List of all proposed projects. A
separate Priority List will be created for all proposed NPS
proj ects.

DOH wi Il prepare an Intended Use Plan (1UP) that wll
i nclude projects that the DOH has committed to fund during
the next fiscal year. The public will have at |east 30 days
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VI .

to cooment on the draft 1UP. Each Applicant will al so be
provi ded an opportunity to conmment on the draft 1UP. If
warranted by public coments, DOH will schedule a public
neeting. After taking into consideration all coments
received, DOH will prepare the final 1UP for EPA and send a
copy to each Applicant. (Appendix E contains a tine-line of
critical dates during this process.)

Once a project is identified in the IUP, the Applicant
shoul d proceed with the planning phase of the project. In
the event that a project identified for funding in the |IUP
is unable to proceed, DOH may bypass this project and
substitute it with another project fromthe Priority List.

PLANNI NG PHASE

The Pl anni ng Phase involves the conpletion of all planning
docunents. The two nost inportant docunents are the Project
Report and the Environnental Assessnent Docunents.

A Proj ect Report:

The Project Report for point source pollution control

proj ects addresses and anal yzes the project area water

qual ity needs (including collection, transm ssion, treatnent
and disposal). It describes in depth how the proposed
project best neets the |ocal problens and needs, and sel ects
a cost-effective alternative for fulfilling these needs.

For NPS projects, the Project Report addresses and anal yzes
the project area NPS pollution problens and their effects on
wat er quality and the general public health of the area. It
describes in depth how various pollution control nethods
best neet these problens and needs, and selects a cost-
effective alternative for fulfilling these needs.

Appendi x F describes the DOH Project Report criteria that
shoul d be addressed for each project. DOH w Il reviewthe
Proj ect Report to assess the scope of the proposed project.
Approval of the Project Report will set the stage for the
Applicant to submt the project Plans and Specifications and
ot her required docunents.

B. Envi ronment al Assessnent Docunents:

The Environnmental Assessnment Docunents (EADs) provide an
assessnment of the inpact of the proposed project on the
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| ocal environment. The EADs will consist of an

Envi ronnent al Assessnent (EA) and the EA Checklist and
Certification form |In addition to the current EA, prior
EA' s and deci sion docunents (EI'S, FNSI, Reaffirmtions,
Negative Declarations) may be submitted. The prior EA s or
deci si on docunents may include the proposed project as part
of a larger "parent" project.

Any prior decision docunent submtted nust contain

i nformati on applicable and pertinent to the proposed
project, and have | ogical relevancy to and bearing on the
action being proposed. |In particular, the scope of the
proposed project nmust be substantially simlar to the
project identified in the prior decision docunent. (Prior
deci si on docunents five years old or older nust be

reaf firmed by the Applicant. A public notice of this
reaf firmation should al so be prepared.)

When prior decision docunents are submtted, a review of the
current environmental inpacts of the proposed project nust
be conducted, and new i npacts nust be addressed in the
current EA. If it is determ ned there are no new i npacts,
then the current EA need not be an extensive docunent.

To prepare and submt the EAD s, the Applicant shall follow
the procedures and requirenents of HRS Chapters 343
(Environnmental |npact Statenents) and the HAR Chapter 11-
200. Reference should be nmade to A Gui debook for the Hawaii
State Environnental Review Process, August 1992, prepared by
the Ofice of Environnmental Quality Control (OEQC).

Appendi x G describes the EAD s criteria that should be
addressed and contains the EA Checklist and Certification
form necessary for each project. The EAD s nust be
submtted to the OEQC and DOH

The first step is the preparation of the EA that is
necessary for each proposed project. If the proposed project
and its environnental inpacts do not differ significantly
froma project previously assessed by an EI'S, FNSI, or NEG
DEC, then the EA should state this fact. The EA (addressing
the inmpacts of the specific project not assessed by the
prior decision docunment), the EA Checklist and Certification
form plus a copy of the prior decision docunent will then
constitute the EAD s for the project.

Federal and state regulations require that each SRF project
undergo an environnental assessnent process. (Projects or

8



actions which will have mnimal or no significant effect on
t he environment are exenpted fromthis requirement - see HAR
sec. 11-200-8.) The DOH will oversee this process via the
envi ronnental review process, which is described in the
foll ow ng Section C.

C. Envi ronnent al Revi ew Process:

The DOH wi |l oversee the environnental review process for
all SRF proposed projects so that they are in conpliance
with all state and federal requirements. All environnental
revi ew procedures by the Applicant will be based upon the
State requirenents as outlined in HRS Ch. 343 and HRS Ch.
11-200. The OEQC Cui debook shoul d be used as a guide. This
assessnment of the possible inpacts of the project on the
present and future environment is required for all projects.
Appendi x H outlines the procedures for the State

Envi ronnent al Revi ew Process (SERP)

For the SERP process, the Applicant rnust conpl ete a nunber
of steps that are required by federal regulation. These
steps are outlined in Appendix H A copy of all the
docunents sent to the OEQC for the environnental review
process shall be sent to the DOH no | ater than the day the
docunents are provided to the CEQC

To encourage public participation in all projects, the
Appl i cant must give public notice of all environnental
assessnment determi nations either in the community newspaper
or in the OEQC newsletter. For projects whose environnental
docunents were devel oped within the past five years, the
notice within the OEQC newsl etter is an acceptabl e public
notice. For any EIS, the Applicant nmust hold a public
neeting for the project.

The DOH reserves the right to refuse any SRF | oan to any
Applicant if, for any reason, DOH feels that the proposed
project has the potential to inpact on the environnment in
ways that the Applicant has not considered or has not
prepared mtigation neasures for.

D. Pl ans and Specifications:

Fol l owi ng subnmittal of the Project Report and the EAD s, the
County should submt the design docunents for the project,
specifically the plans and specifications (P&S) and the

proj ect performance standards.
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The DOH will review and approve the P&S. The review w ||
focus on the scope of work of the project, whether it wll
neet the design requirenments as applicable, any concerns of
the environnmental review process, and whether the project
will conply with the federal and state | oan program

requi renents. The Applicant is encouraged to submt as
early as possible prelimnary engi neering design reports and
P&S to the DOH for review and comments if so desired.
However, the final P&S and the project performance standards
are required for DOH revi ew and approval prior to the
approval of the final |oan agreenent by both parti es.

An inportant aspect of the DOH P&S review is the

determ nation of the costs of the project that are

"al | owabl e" for SRF funding. Project cost items will be
classified as either "eligible" or "ineligible" for |oan
funding. (See Appendix | for Allowable Cost Criteria and
Design Al l owance Table). Wen the P&S are approved and the
al |l owabl e costs have been determ ned, the DOH will notify
the Applicant by letter, listing any conditions that apply
to the project.

E. State and Federal Requirenents:

State regul ations require that any County receiving SRF | oan
funds shall take specific steps to reduce polluted runoff
into state waters through educational and regul atory

progr ans.

Federal regulations require that the Applicant neet certain
conditions for SRF | oan nonies prior to the approval of the
| oan agreenent by the DOH.  These conditions apply to al
SRF proj ects.

In signing the | oan application and the | oan agreenent, the
Applicant certifies that they have conplied or will conply
with all the federal regulations applicable to the project
and the "cross-cutter” authorities that involve applicable
environmental , social, econom c and m scel | aneous federal
regul ations that may apply to the proposed project.

Appendi x M (Federal Requirenents for SRF Loan Agreenents)
contains the "Construction Contract Docunents ("Boil er
Plate")" which nust be inserted into all federally funded
SRF construction contracts and subcontracts.
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VI,

F. Pl anni ng Docunents Approval :

At the conpletion of the planning phase review, the DOH w ||
send a Pl anni ng Docunments Approval letter to the Applicant.

LOAN AGREEMENT PHASE:

Concurrent with the Planning Phase, the Applicant should
conpl ete the Loan Agreenent Phase, including the follow ng
itens:

A Loan Application:

When the Project Report (or Prelimnary Engineering Report
if applicable) is conpleted and sent to the DOH, the
Applicant can subnit a | oan application (Appendix J).

B. Loan O fer:

Once DOH has reviewed and approved the | oan application, it
will send a |l oan offer to the Applicant. The |oan offer
will include the interimloan agreenent (Appendix K)

The Applicant must submit the followi ng docunments and forms,
as required in the interimloan agreenent, before the final
| oan agreenment can be signed:

1. A resolution or ordinance passed by the County
Council that authorizes the SRF | oan application
and identifies the dedicated source(s) of revenue
(i.e., general obligation bonds) which wll fund
the project and repaynent of the loan with
interest. (This nust be submitted before the first
| oan paynent to the Applicant is nmade.)

2. For all real property, including easenents
required for the project, attach an opinion froma
title counsel certifying that sufficient interest
or rights to all property have been obtained to
ensure undi sturbed use and possession for the
useful life of the project. (This nust be
subm tted before the first |oan paynent to the
Applicant is made.)

3. Any inter-governnmental or Applicant-private
agreenents relative to this project.

11



4. The project environnental review docunents.

5. The Applicant nmust also submt: a Conpliance
Report form (EPA form 4700-4); and Certification
Regar di ng Debarnent, Suspension, and O her Respon-
sibility Matters (EPA form 5700-49) (Appendix J).

In addition, the Planning Phase nust be conplete and the
Pl anni ng Docunents approval letter sent by the DOH to the

Appl i cant.

| f the above requirenments and other terns of the interim
| oan agreenent are acceptable to both parties, the Applicant
and DOH wi Il sign the final |oan agreenent.

C. Bi d Adverti senent:

Upon signing the interimloan agreenent, the Applicant
shoul d advertise for bids to construct the project and
negoti ate any A/ E agreenents. The state procurenent

requi renents (Chapter 103D of the Hawaii Revi sed Stat utes)
apply to the SRF program

During the procurenent process for all projects, the
Applicant must conply with the federal regul ations governing
the participation of Mnority Business Enterprises and
Wnen's Busi ness Enterprises (see Appendix O. Also, the
federal "boiler plate" requirenents nmust be included in the
proposed contract(s) for all projects (Appendix M.

D. Pre- Award

After the Applicant has selected the contract(s) and
agreenent (s) it proposes to accept, it should submt the
foll ow ng docunents to DOH

1. Pre- Award Form (Appendix L).

2. The proposed A/E agreenent(s) - all agreenents
nmust include the "boiler plate" requirenents.

3. For the construction portion of the project (if
appl i cabl e):

a. Construction contract(s) which the Applicant
proposes to accept, with the bid tabulation.
(AI'l construction contracts nust include the

12



"boiler plate” requirenments.)

b. A summary of all bidders' proposals received,
with an identification of the | owest,
responsi ve, responsi bl e bidder;

C. Evi dence of bid advertisenent; and,
d. The engi neer's estinmate of project costs.

Nei t her EPA nor DOH will be involved in resolving bid
di sputes. DOH will not disburse any |oan anount until al
bi d di sputes have been resol ved by the | oan recipient.

DOH wi Il review and approve the Pre-Award packet and all the
contracts and agreenents. Based on this review, DOH w ||
determ ne the anmobunt of the loan and will initiate the
execution of the final |oan agreenent.

E. Fi nal Loan Agreenment Terns:

The final |oan agreenent will be sent to the Applicant for
signature. |If the Applicant chooses to sign the agreenent,
it nmust conply with the follow ng terns:

1. The Applicant must pronptly proceed with
construction of all significant elenents of the
project (if applicable).

2. The Applicant nust maintain its accounting records
for this project in accordance wth the "Fiscal
Records to be Mintained by Applicants" (See

Appendi x N).

3. The Applicant nmust submt to DOH the executed
construction contracts, the executed A E
agreenents, and the Notice to Proceed. The
Applicant nust also submt the Certifications
Regar di ng Debar nent and Suspensi on conpl et ed by
each contractor and AAE firm and a conpl eted
MBE/ WBE Utilization formfor the project. No
paynents will be processed until these docunents
are received. (See Appendix M.

Once the Applicant signs the final |oan agreenent, it nust
be returned to DOH for signatures. The final |oan agreenent
is executed once it has been signed by all parties. DCH

13



VI,

will send the Applicant one executed copy of the agreenent,
with original signatures.

CONSTRUCTI ON PHASE: (i f applicable)

The Applicant initiates this phase by conducting the pre-
construction conference. The Applicant should notify DOH of
t he conference date.

During the construction of the project, DOH engineers w |
perform construction inspections to ensure that the facility
is being constructed in accordance with the scope of work of
the project, the P&S, and the | oan agreenent. The

i nspections will be conducted on a quarterly basis at a

m ni mum

|f funds are available, a contingency of up to 10% of the
original eligible construction costs, shall be provided to
fund eligi ble change orders. The Applicant should submt to
DCH only those construction change orders which it wants DCH
to reviewfor eligibility. DOHwIIl review these change
orders in accordance with the Allowable Cost Criteria and

t he gui dance on change order requirenments and eligibility,
provided in Appendix Q DOHw Il notify the Applicant of
the change order eligibility. The Applicant shall request
paynent only for change orders which DOH has determ ned are
el i gi bl e.

When the construction of the project is conplete, the
Applicant will request a Final Construction Inspection from
the DOH. DOH engineers will conduct this inspection to see
that the project has been constructed in accordance with the
scope of work of the project, the plans and specifications,
and the | oan agreenent. A final construction inspection
report will be witten by DOH and sent to the Applicant.

The DOH, in consultation with the Applicant representatives,
will determne the construction cut-off date. After this
date, no costs incurred by the Applicant on this project are
eligible for SRF | oan funding.

LOAN PAYMENT PHASE:

As previously noted, before paynment can be processed the
Appl i cant must submit the executed construction contracts
and A/E agreenents, and the Notice to Proceed with
construction.

14



The Applicant nust also submit the Certifications Regarding
Debar ment and Suspensi on, conpl eted by each contractor and
AE firm and a conpleted MBE/WBE Utilization formfor the
project. If the Applicant identifies an MBE/ WBE which is
not on DOH s list, then it nust submt a self-certification
of MBE/ WBE status (see Appendix O).

On a nonthly basis, the Applicant should request paynent for
costs incurred. Although costs incurred nmust be due and
payabl e, the Applicant need not have paid the contractor
before submitting a request for paynent under the | oan
agreenents. Paynent for the loan will be made directly to

t he Applicant.

The Applicant must request paynent by subnitting the SRF
Progress Paynent Request form Appendix P. The paynent
request (original and two copies) nust be acconpani ed by one
set of supporting invoices and a conbi ned voucher register
and expenditure distribution journal (conmonly referred to
as "spread sheet"). The submttal nust include a copy of
the contractor's pay estimate (signed by both the recipient
and the contractor).

DOH may, at any tine, review and audit paynent requests and
adjust for errors or itens not eligible for | oan assistance.
The | oan paynent will be based on the anobunt of noney
currently due and payable to the contractor for eligible bid
itenms, mnus any anounts previously paid by DCH

Engi neering and project inspection fees will be paid as a
percentage of the project conpletion to date. The Applicant
shoul d assure that adequate funding is available to pay the
contractor in case the |oan paynment is not processed before
paynment to the contractor is due.

OPERATI ONS PHASE

The Applicant will notify the DOH of the Project Initiation
Date for the constructed facility or project. The Hawai i
Adm nistrative Rules (Section 11-62-23(f)) require that
after the first year of operation of any wastewater
treatnment plant releasing effluent into the environnent, the
applicant nust certify to the Departnent of Health that the
plant is neeting the applicable effluent requirenments as
outlined in Section 11-62-26.

This rule does not apply to other projects constructed with
15



Xl .

X,

X,

SRF fundi ng such as sewers, wastewater punp stations, etc.

LOAN REPAYMENT PHASE

The Applicant shall repay the |loan to DOH in sem -annual
install ments not to exceed 20 years, with the first
repaynent due one year after the date of the Notice to
Proceed with construction of the project or one year after
the final |oan agreenent is accepted and signed by the
Appl i cant, whi chever occurs |ater.

Foll owi ng the final |oan paynent, a supplenental |oan
agreenent shall be prepared to reflect the final
anortization schedule for the | oan repaynents. All |oan
repaynments nust be sent to the Wastewater Branch. Wth the
Director's prior approval, the recipient may prepay all or
any portion of the project |oan.

There will be a 1% per nonth sinple interest penalty for

| ate repaynments. There is a 15 day grace period. |If the
paynent is not received by the end of the grace period, the
penalty wll be assessed fromthe repaynent due date.
Penal ti es assessed will not change the principal bal ance of
the loan contract. Such penalties will be treated as a
separate anount, in addition to the repaynent due.

LOAN CLOSE- QUT PHASE

Wen the Applicant submts the final repaynment. The DOH
will send a letter to the Applicant certifying that the | oan
has been repaid in full.

ANNUAL REQUI REMENTS:

The foll ow ng tasks nust be performed every year. It is
possi bl e that the results of these annual reviews may affect
the eligibility of SRF project costs or even a Applicant's
eligibility for SRF | oans.

A Singl e Audit Requirenent:

By Decenber 31 of each year, the |oan recipient should
submt to DOH the Annual Single Audit Report performed by an
i ndependent auditor, in accordance with OVB Circul ar A-128.
This report nmust contain an audit of the SRF funds received
by the Applicant during the state fiscal year. Should the
audit report contain a qualified opinion, DOH w Il take

16



Xl V.

reasonabl e and necessary action to resolve any di screpancies
with the loan recipient. Should the auditor's determ nation
of the final eligible project costs be less than the total
SRF | oan amount paid, DOH will request a reinbursenment from
the recipient and process a | oan anendnment to reflect the
actual eligible project costs.

B. Sewer User Charge System Requirenents:

As specified in the | oan agreenent, the Applicant nust
ensure that its sewer user charge system (UCS) generates
sufficient revenue for adequate operation, naintenance and
equi pnent repl acement of the wastewater treatnent
facilities. Cuidance for establishing such a Revenue
Programis described in Appendix R Every year, DOH wl|
request information about the UCS, including conpletion of a
UCS Revi ew Fi nanci al Report (Appendix S). DOH shall review
annual ly the Applicant’s UCS and issue a report. DOH and
the Applicant will work together to resolve any
defi ci enci es.

C. Fi nanci al Capability Review

DOH wi Il conduct a financial capability analysis of State
Revol ving Fund | oan applicants. The purpose of this review
is to safeguard against the possibility of default.

The financial capability review shall consist of collecting
basi c financial indicators about nunicipal debt, financial
operations and soci oeconom ¢ conditions. These indicators
W Il be conpared with indicators of prior years and any
avai | abl e benchmarks. The financial capability review shall
be conducted in a confidential manner.

M scel | aneous Itens:

A Record Keepi ng Requirenents:

The Applicant nmust keep and maintain project records,
i ncl udi ng:

1. Accounts accurately depicting anounts recei ved and
expended for the project, including all funds
recei ved fromthe SRF;

2. Total costs of the project, with docunentation to
support its eligibility for project funding;

17



3. Pl anni ng, design and environnmental docunents; and
4. Program i ncone dat a.

These records nust be maintained for at | east three years
after close-out, or until any disputes, such as audit

findi ngs, have been resolved. After the three year period,
t he Applicant nmust continue to maintain records on principal
and interest repaynents and | oan fee paynents of the | oan.
Al'l records shall be accessible to DOH, EPA and the State
Controller.

B. Di sput es:

Di sputes under this policy are expected to be mnimal. Any
di spute that is not otherw se resolved shall be referred to
the Deputy Director of the DOH, or his designee, for
decision. In the event that a DOH decision is not
acceptable to a loan recipient, the recipient may appeal to
the DOH within 30 days. The Deputy Director will prepare a
summary of the dispute and nake reconmendations relative to
its final resolution, which will be provided to the DOH
Director to review and resol ve the dispute.
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APPENDI X A
SRF DEFI NI TI ONS

al l omance - an allowance for eligible design costs which is
cal cul ated using Table 2 of 40 CFR 35, Subpart |, Appendix B

annual report - DOH annual report to EPA which contains
information on how the State has net the goals and
obj ectives of the previous fiscal year, as stated in the | UP
and grant agreenent, including the SRF financial statenents

bi ndi ng comm tnent - an executed | oan agreenent or other | egal
obligation to provide a SRF | oan

capitalization grant - the grant funds EPA has provided to DOH to
capitalize the SRF | oan program

Clean Water Act, Title Il - the statutory authority for the
construction grants program

Clean Water Act, Title VI - the statutory authority for the SRF
program

construction cut-off date - the date the project is capable of
initiating operation, as determ ned by DOH

contingency - an allowance for eligible change order costs equal
to 10% of the eligible construction costs identified in the
Preawar d Packet

cross-cutters - requirenents of federal |aws and executive orders
that may not be specifically identified in the Cean Water
Act, Title VI, but which apply broadly to the federally
funded first round projects and a wi de range of other
federal financial assistance prograns

debt services - the anpbunt of nopney necessary to pay principa
and interest on an outstanding SRF | oan(s), as identified in
each | oan anortizati on schedul e

default - failure to nake a | oan paynent

design-build projects - these projects use one contractor to
design and build the project. SRF will reinburse 100% of
the eligible design and construction costs of the project.
Rei mbur senment of construction costs will be contingent upon
the review and approval of the plans and specifications by
t he DOH.
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DOH - Hawaii State Departnent of Health

enforceabl e requirenents of the Act - provisions of the federal
Clean Water Act that, if violated, could result in an
adm ni strative or judicial enforcenent action

EPA - the United States Environnental Protection Agency
exenpt projects - projects or classes of projects which have
m nimal or no significant effect on the environnent (see the
CEQC Gui debook and HAR ' 11-200-8). These projects are
exenpt from environnmental review requirenents.

federal fiscal year - October 1 through Septenber 30

final |oan agreement — a binding agreenment wherein the State
commts to funding the Applicant’s project since al
conditions, as contained in the interimloan agreenent,
have been conpl et ed.

first use - a Clean Water Act requirenent that the State use
first all funds in the SRF fromthe capitalization grant,
State match, and first round | oan repaynents for assuring
mai nt enance of progress toward conpliance with the
enforceabl e requirenents of the Act

initiation of operation - the date specified by the Applicant on
whi ch use of the project begins, for the purpose for which
it was planned, designed and built

i ntended use plan (1UP) - a docunent prepared by DOH each year
which identifies the intended uses of the SRF funds and
descri bes how t hese uses support the goals of the SRF

interimloan agreenent — an agreenent between the State and the
Applicant wherein the State commts funding an Applicant’s
project conditioned upon the conpletion and submttal of al
required State Revol ving Fund docunents.

Nati onal Pol |l utant Di scharge Elimnation System (NPDES) - a
Program operated by the State under del egation from EPA
whi ch involves the issuance of permts wth specific
limtations for discharges into State waters.

nonpoi nt source (NPS) Pollution - is caused by rainfall runoff or
| eakage fromvarious storage facilities or sites (such as

A-2



construction sites, aninmal feeding operations, individual
wast ewat er systens, landfill sites, etc.), either above or
under ground which carry natural or mannmade pollutants into
surface and groundwat er resources.

operating agreenment (OA) - the State's basic framework and
procedures of the SRF

paynent - |oan funds paid to the Applicant based on the
Applicant's SRF paynent request and DOH s eligibility review

project close-out - the final actions taken by DCOH and the
Applicant to assure satisfactory conpletion of project work
and fulfill adm nistrative requirenents, including:
financial settlement, subm ssion of final audit resol ution,
and resol ution of any outstanding issues

Priority List - a list of point source and nonpoi nt source water
pol lution control projects which are ranked in accordance
with their priority to receive funding fromthe SRF program

repaynent - the loan recipient's paynent of principal and
interest for an SRF | oan

SRF — the Water Pollution Control State Revol ving Fund, sonetines
called the Cean Water State Revol ving Fund

state allotnment - that portion of the total anobunt of nobney
appropriated by Congress each Federal fiscal year for
wast ewat er treatnment State Revol ving Fund Loans, which is
specifically designated for use in the State of Hawaii

state fiscal year - July 1 to June 30

state match - the required state contribution of 20% of the
federal capitalization grants

state over-match - any state contributions to the SRF, in excess
of the required 20% state match

treatment works - a system or devices for the storage,
conveyance, treatnment, recycling, reclamation, or disposal
of munici pal sewage, as further defined by 40 CFR 35. 2005

water quality standards - standards established by State
regul ati on cl assifying beneficial uses and prescribing specific
allowable limts of constituents in surface waters
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AND SRF QUESTIONS AND ANSWERS



CWSRF Process Flowchart

Priority List
Phase

l
l l

Loan Agreement Planning
Phase Phase
v h 4
Loan Payment Construction
Phase Phase
Loan Repayment Operations
Phase Phase

'

Loan Closeout
Phase
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SRF QUESTI ONS AND ANSWERS

Were does the State Revol ving Fund (SRF) cone fronf?

The SRF was established by Congress as part of the 1987
Amendnents to the Cean Water Act. The | oan program
was designed to take the place of Construction Gants
Pr ogram

How does the SRF program wor k?

Hawaii's programis designed along the same |ine as the
construction grants program Projects nust be on a
Priority List based on pollution abatenent needs. SRF
| oans are executed with selected recipients and
paynments are made on costs incurred.

What types of projects are qualified to receive | oans?

Construction of point source water pollution control
projects to include wastewater treatnent facilities,
sewage systens, are qualified. Al so the construction
of nonpoi nt source water pollution control projects
such as stormnatwer projects, sewage systens for
failing individual wastewater systenms (cesspools,
septic tanks), and projects to control runoff or

| eakage fromstorage facilities and sites are

qualifi ed.

VWhat is the interest rate?

Each |l oan shall bear a sinple interest at a rate of
two-thirds (2/3) of the bond market prine rate as
indicated in the nost recent publication of "The Bond
Buyer", less a one percent |oan fee.

What is the Payback period?
No nore than 20-years, with the first repaynment due one

year after the Notice to Proceed (NTP)or the date of
the final |oan agreenent, whichever is |ater.
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10.

11.

12.

13.

How often nmust repaynents to the | oan be nmade?

Sem annual Iy, unl ess specified otherwise in the |oan
agr eenent .

How i s interest conpounded?

Sem annual Il y, unless specified otherwise in the |oan
agr eenent

Who can apply?

Counties of the State and State agencies, as well as
other private parties may apply.

What anpunt of SRF assistance will be provided?

Up to 100% of eligible costs will be provided for each
project. Future years assistance wll be dependent
upon the availability of the State and Federal funds
and project needs.

When does payback start?

The first principal and interest repaynent nust be nade
wi thin one year following Notice to Proceed (NTP) or
the date of the final |oan agreenent, whichever is
|ater. Loan pre-paynents may be nade only with the
Director's prior approval.

When does interest start?

Interest is accrued during project devel opnent.
Interest starts accruing the day the State issues a
warrant or check to the Applicant for the |oan project.

s 100 percent of the project cost eligible?

Only project costs which neet the All owabl e Cost
Criteria are eligible for SRF | oans. 100% of these
costs are eligible for SRF funding.

Can one year's loan recipient receive a loan in
subsequent years?

Yes.
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14.

15.

16.

17.

18.

19.

Can a | oan be nmade for non-eligible portions of
previ ously funded grant projects?

No.
Can an anendnent to the | oan anobunt be nade?

The Director may approve an anmendnment to a | oan anount,
depending on the availability of funds and the priority
of the increase in project costs.

s interimfinancing necessary?

No, however, |oan paynents for incurred cost may be
made nont hly.

VWhat is "State Match"?

The State nust provide a 20 percent match to Federal
dollars received in a Capitalization G ant.

How wi I | paynents be nmade?

Paynments to the Applicant will be made for eligible
costs incurred upon recei pt of proper and acceptable
nmont hl y paynent requests. Requests nust include
contractor's clainms and estimate of percent of

conpl etion of the project.

Wi ch agencies are involved in adm nistering the SRF
pr ogr anf

The Wastewater Branch of the Environnmental Managenent
Di vision of the Departnent of Health is responsible for
the overal |l managenent and inplenentation of the SRF
Program Financial and fiscal assistance is provided
by the Administrative Services Ofice of the Departnent
of Health. Departnent of Budget and Finance is
responsi bl e for managi ng the investnent of the bal ance
in the State Revol ving Fund account. Departnent of
Accounting and General Services is responsible for
certification and di sbursenent of State funds.
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20.

21.

22.

23.

Do the sources of funding (i.e., federal or state)
determ ne the requirenents that apply to the projects?

No. Al SRF projects nust fulfill all the necessary
requi renents.

What are these additional federal requirenents?

There are sone federal cross-cutting as well as
environmental review requirenments. Al so, refer to
Title 40 of the Code of Federal Regul ations, Part 35,
Subpart K

Do Davi s- Bacon wage rates apply?

At the present tine, Davis-Bacon wage rates do not
apply to SRF projects. However, this could change and
DOH will keep all Applicants up to date on this issue.

W11 interagency service agreenents be required for SRF
projects involving two or nore governnment agenci es?

Yes, for the safety of all parties, including the SRF
For exanple, should a wastewater project serve the
areas which are part of the jurisdictions belonging to
a federal agency or a state agency, an interagency
agreenent is required to delineate the share of project
costs and the responsibilities of the operation and

mai nt enance.
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PROPOSED PROJECT FOR SRF FUNDING FORM
State Fiscal Year 2013

Project Title:

County/Applicant:

Estimated Cost: $ Estimated Start Date:

Project Description:

Place an “X” next to each item that applies. The project description must contain information

supporting the applicable items.

1. Water Quality Protection

Corrects surface water quality impairment or eliminates/prevents ground water

contamination. 12 pts
2. Green Infrastructure
a. Water reuse facility providing R1 or R2 water and/or reuse transmission 10 pts.
and/or distribution system.
b. Energy Efficiency or Renewable Energy: Uses energy efficient components 8 pts.
(eg: motors, pumps, blowers, photovoltaic panels etc.) that reduce energy
consumption of a major component by 20% or more; or provides for renewable
energy (methane conversion, etc.) or other environmentally innovative
technologies (eg: hydroelectric turbine at outfall line to generate electricity) to
reduce energy consumption of the plant or major component by 20% or more.
c. Promotes sustainable infrastructure to withstand the effects of rising sea 7 pts.
levels due to climate change and provides adaptation for coastline inundation.
d. Provides for wastewater sludge reuse. 7 pts
e. Energy audit. 3 pts.
3. Compliance and Enforcement
Project necessary to achieve compliance with federal or state compliance issue, 5 pts.
consent decree, or court order.
4. Project Need
a. Secondary treatment for wastewater treatment plant. 4 pts.
b. Sevv_er collection system rehabilitation or replacement, infiltration/inflow 4 pts.
correction.
c. Large capacity cesspool and landfill liner projects. 4 pts.
d. Stormwater equipment, wastewater facilities. 3 pts.

Total Points (for DOH use):

Form D-1, revised Dec. 2011
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HAWAII DEPARTMENT OF HEALTH

PROJECT PRIORITY SYSTEM

I. GENERAL POLICY

The State priority system comprises the criteria and method used
to rank wastewater pollution control projects considered eligible
for SRF funding assistance. The Department of Health (DOH) gives
high priority to projects protecting water quality and
contributing to the Green Project Reserve and/or sustainability
issues such as water reuse, energy efficiency, renewable energy,
and environmentally innovative technologies. DOH also funds
projects to achieve compliance with enforcement issues and
considers the need for the project.

IT. PROJECT PRIORITY LIST AND PROJECT SELECTION

The loan applicant submits a Proposed Project for SRF Funding Form
(Form D-1 in Appendix D) for each new project to be considered for

funding. The applicant provides a project description and checks
off all criteria applicable to the project. Each criterion is
assigned a specific number of points. The points for each project

are totaled and eligible projects are compiled into an SRF project
priority 1list in the order of a project’s ranking, with highest
priority going to those projects with the highest number of
points.

Generally, proposed projects will be prioritized in the following
order:

1. Water quality protection projects that correct surface
water quality impairment or eliminate/prevent ground water
contamination.

2. Green Infrastructure projects which promote water reuse,
energy efficiency, renewable energy, sludge reuse,
sustainable infrastructure, and/or other environmentally
innovative technologies.

3. Enforcement-related projects which are necessary to
achieve compliance with a federal or state compliance issue,
consent decree, or court order.

4. The need for a project is also considered. Specific
points are awarded for secondary treatment, sewer
rehabilitation, non-point source issues, and stormwater
management .
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Project selection is based on the project’s ranking, the project’s
readiness to proceed to construction, and the amount of funds
available for the particular fiscal year. If additional SRF funds
are available later in the fiscal year, projects are selected for
funding from the current priority list. A project on the priority
list may be bypassed if the project is not ready to proceed when
funding is available.

ITI. RANKING PROJECTS WITH AN EQUAL NO. OF POINTS

In the event that two or more projects have the same number of
points (often the case with sewer line repair projects) project
selection will be based on the following tie-breaking criteria:

1. First criterion: Priority given to the project whose
county has not had an SRF project selected for funding. If
this applies to more than one county, the second criterion
will be used.

2. Second criterion: Project serving the largest population
will have priority.

IV. INTENDED USE PLAN

The priority list and selection of projects intended to be funded
is included in an annual Intended Use Plan (IUP) which describes
the intended use of federal and state funds available to the
program for the upcoming fiscal year.

The IUP is subject to a 30-day public comment period during which
time the public is encouraged to participate and comment on the
IUP. At the conclusion of the comment period, DOH may revise the
IUP as necessary, depending on comments received. The final IUP
is then provided to all loan applicants and to the EPA.

E-2
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APPROXTMATE TIMELINE OF CRITICAL DATES

FOR THE PRIORITY LIST/
INTENDED USE PLAN PROCESS

October 15:
DOH requests all applicants to submit a 1list of proposed
projects to be included on the Priority List (PL) and the
Intended Use Plan (IUP).

November 15:

Applicants submit their list of proposed projects to DOH to
be included in the PL and IUP.

December 1:

DOH prepares a draft Priority List and IUP, and publishes a
public notice soliciting public comment on the draft IUP.

January 1 - February 1:

Public review and comment period for the PL/IUP.
February 15:

PL and IUP are finalized.
June 30:

Last day for DOH and EPA to negotiate the capitalization
grant agreement based in part on the PL/IUP.

July 1 - July 30:
Capitalization grant application is revised if necessary.
August 1:

Deadline for submittal of capitalization grant application to
EPA.

October 15:

EPA issues capitalization grant to DOH.

E-3
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WASTEWATER BRANCH
HAWAI | DEPARTMENT OF HEALTH

PRQJECT REPORT CRI TERI A

The Project Report should describe the scope of the project and
provi de as nuch information necessary to address the follow ng

criteria:

1

A statenment of the project needs and benefits,
i ncluding a discussion of the water quality benefits
and/or public health problens to be corrected.

A description of the proposed pollution control project
and the waste treatnent systemof which it is a part
(if applicable).

An eval uation of the alternatives considered to address
t he project needs.

A description of the selected alternative and the
rel evant design criteria used.

Cost information on the estimated total capital costs
and annual operation and nai ntenance costs for the
project (if applicable).

An eval uation of the inpact of the project on the water
supply (if applicable).

An eval uation of the opportunities to reclaimor reuse
treated wastewater, nonpoint source pollution control
project waters, or sludge material resulting fromthe
proj ect .
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APPENDIX G

ENVIRONMENTAL ASSESSMENT
DOCUMENTS CRITERIA



WASTEWATER BRANCH
HAWAL1 DEPARTMENT OF HEALTH

ENVIRONMENTAL ASSESSMENT DOCUMENTS CRITERIA

The Environmental Assessment Documents (EADs) submitted for
any SRF project will address the following criteria:

A_. OEQC CRITERIA:

A current Environmental Assessment (EA) of the proposed
project that meets the requirements of HAR 11-200-10.
(For guidance, see OEQC Guidebook, Chapter VI-B, EA
Content Requirements, Items (1)-(9).)

B. SERP CRITERIA:

The Environmental Assessment should also address the
following areas to meet SERP requirements:

1. Population projections shall conform to or be
derived from the latest population projection
series developed by the State Department of
Business, Economic Development and Tourism (DBEDT).

2. A range of feasible alternatives shall be
considered to include the ""'no action" alternative.

3. The analysis of alternatives and impacts shall
include:

a. the primary and secondary (direct and
indirect) impacts for all feasible
alternatives (to include the ""no action"
alternative);

b. the impacts on social parameters such as land
use, recreation and open-space opportunities;

c. the cumulative impacts such as anticipated
community growth (residential, commercial,
institutional, and industrial) within the
project and study area;

d. the impacts on other anticipated public works
projects (if any) and the planned coordination
with them;
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e. the Impacts on any individual sensitive
environmental issues that have been identified
through the public participation program.

C. FEDERAL CRITERIA:
Federal Funding Notice - for all SRF projects, the

Environmental Assessment must include the following
statement:

“This project may be funded by Federal Funds through the
State of Hawairi’s Clean Water State Revolving Fund (SRF)
Program, which would constitute a federal action, and
will require the project to meet all NEPA and Hawaii SRF
program requirements.”

This statement must also be included in the notice
published in the OEQC newsletter, The Environmental
Notice, or in the community newspaper.

Cross-cutting Authorities - for all SRF projects, the
Environmental Assessment must also address the impacts
of the proposed project on other Federal '‘cross-cutting”
authorities, as applicable, to include the:

1. Archeological and Historic Preservation Act (16
U.S.C. 8469a-1)

. Clean Air Act (42 U.S.C. 87506(c))

. Coastal Barrier Resources Act (16 U.S.C 83501)

Coastal Zone Management Act (16 U.S.C. 81456(c) (1))

Endangered Species Act (16 U.S.C. 81536(a)(2) and

(4))

Environmental Justice, (Executive Order 12898)

Essential Fish Habitat Consultation Process under

the Magnuson-Stevens Fishery Conservation and

Management Act (16 U.S.C. 81801)

8. Farmland Protection Policy Act (7 U.S.C. 84202(B))

9. Fish and Wildlife Coordination Act (16 U.S.C.
8662(a))

10. Floodplain Management (42 U.S.C. 84321)

11. National Historic Preservation Act (16 U.S.C.
8470(F))

12. Safe Drinking Water Act (42 U.S.C. 8300f)

13. Protection of Wetlands (42 U.S.C. 84321)

14_. Wild and Scenic Rivers Act (16 U.S.C. 81271)

ab~owN
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D. PRIOR-DECISION DOCUMENTS:

Prior-decision documents (EA, EIS, FNSI, Reaffirmations,
Negative Declarations) may be submitted. (Documents
older than five years must be reaffirmed by the
Applicant.) These documents may include the proposed
project as part of a larger "parent' project.

Any prior-decision document submitted must contain
information applicable and pertinent to the proposed
project, and have logical relevancy to and bearing on
the action being proposed. In particular, the scope of
the proposed project must be substantially similar to
the project identified in the prior decision document.
All prior-decision documents must be re-evaluated by the
County as outlined in Appendix H (SERP).

When prior-decision documents are submitted, an
evaluation of the current environmental impacts of the
proposed project must be conducted. New impacts not
addressed in the prior-decision documents must be
addressed in the current EA. If it is determined there
are no new impacts, then the current EA need not be an
extensive document.

E. EA CHECKLIST AND CERTIFICATION FORM:

The applicant must complete and sign the attached EA
Checklist and Certification form for each proposed
project.

F. EXEMPT PROJECTS CERTIFICATION FORM:

The applicant must complete and sign the attached Exempt
Projects Certification Form.

Rev. 7/20/05
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HAWAII DEPARTMENT OF HEALTH
WASTEWATER BRANCH

ENVIRONMENTAL ASSESSMENT CHECKLIST AND CERTIFICATION

Project:

Project no: Applicant:

Item Yes | No | N/A

ENVIRONMENTAL ASSESSMENT SUBMITTED
PRIOR DECISION DOCUMENT SUBMITTED
A. OEQC CRITERIA ADDRESSED:

1. Identification of applicant
Identification of approving agency
Agencies consulted
Description of project characteristics
Description of environment
Impacts and alternatives

Mitigation measures

© N o a0 bk~ w D

Determination
9. Findings and reasons
B. SERP CRITERIA ADDRESSED:
1. Population projections current
2. “No-action” alternative
3. Impact analysis addressed:
a. primary and secondary impacts
social parameters

cumulative impacts

b
c
d. other projects
e

sensitive issues

EA Checklist and Certification - page 1 of 2
(for