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Fairfield County: Bethel, Brookfield, New Fairfield, Newtown, Norwalk, Ridgefield, Stamford,

Woodbury

Hartford County: Farmington, Marlborough, Metropolitan District Commission (MDC), New

Britain, Southington, Manchester

Litchfield County: New Milford, Plymouth, Sharon, Watertown
Middlesex County: Portland

New Haven County: Meriden

New London County: Colchester, Ledyard, Norwich, Salem, Old Lyme, East Lyme

Tolland County: Coventry, Tolland
Windham County: Plainfield, Putnam




Report Introduction

The Connecticut State Revolving Fund
Programs have been created within the
Connecticut Clean Water Fund (CWF) and
include the Drinking Water State Revolving
Fund (Drinking Water SRF or DWSRF).
Drinking Water SRF provides financing for
projects that have been identified by the

Department of Public Health (DPH) as part of

the agency’s responsibility for ensuring the

guality and adequacy of Connecticut’'s public

drinking water sources.

The Connecticut Clean Water Fund
includes the Drinking Water SRF that
provides financing for projects that
have been identified by the Department
of Public Health as part of the
agency’s responsibility for ensuring
the quality and adequacy of
Connecticut’s public drinking water
sources.

————

Included in this report are the history of the
Drinking Water SRF, a review of the SRF
during fiscal year 2012, descriptions of the
revenue bond program, and projections of
future project funding and the management
initiatives for fiscal year 2013. As a major
recipient of federal financial assistance, the
State must provide this annual report and
audited statements to comply with federal
reporting requirements under the Safe Drinking
Water Act. The State must also comply with the
federal Single Audit Act of 1984. The audited
statements for the fiscal year ending June 30,
2012, as provided in this report have been
prepared by a firm of independent certified
public accountants.

This report includes some references to the
Connecticut Clean Water Fund (CWF) and the
Clean Water State Revolving Fund (Clean
Water SRF). Information on the Clean Water
programs is available in a separate annual
report.

Copies of the 2012 report and previous annual
reports since 2001 are available on the State
Treasurer’'s website at www.state.ct.us/ott.

This is the Annual Report to the Governor on
the Drinking Water SRF for fiscal year ending
June 30, 2012. It has been prepared jointly by
the DPH Drinking Water Section and the State
Treasurer’s Office’s Debt Management Division.




Executive Summary

Within Connecticut’s borders, there are
approximately 450,000 acres of wetlands,
6,000 miles of streams and rivers, over 2,000
lakes and reservoirs, and 600 square miles of
estuarine water in Long Island Sound.
Managing these resources for today and
tomorrow is a critical goal of the State of
Connecticut and the primary purpose for the
creation of the Connecticut State Revolving
Fund Programs, the Clean Water SRF and
the Drinking Water SRF (or DWSRF).

The Drinking Water SRF is a designated
federal state revolving fund under the federal
Safe Drinking Water Act (SDWA) and is
managed by the Department of Public Health
(DPH), Drinking Water Section.

The DPH Drinking Water Section is
responsible for the administration of all state
and federal drinking water regulations and is
comprised of the following units: Compliance,
Capacity Development, Information Systems,
Enforcement and Operator Certification,
Statewide Planning, Source Protection, and
Grants and Administrative Support. The
Business Office within DPH provides fiscal
administrative support for the DPH Drinking
Water Section.

The DPH Drinking Water Section focuses on
compliance with state and federal drinking
water regulations, and the maintenance and
improvement of water quality through
sustainable public water systems. By
providing technical assistance, education,
regulatory enforcement and financing to
Connecticut’s public drinking water systems,
the State continues to demonstrate its
commitment to drinking water treatment,
water monitoring, drinking water source
protection, and consumer education. These
efforts assure the availability of high quality
drinking water to Connecticut’s citizens.

The DPH Drinking Water Section
provides financing as well as technical
assistance, education, and regulatory
enforcement to over 2,600 public drinking
water systems, which provide drinking
water to approximately 2.7 million
persons on a daily basis.

The DWSRF can provide low-interest loans to
approximately 1,050 eligible public water
systems for drinking water infrastructure
improvements as well as funding for program
set-asides used for activities related to the
maintenance and improvement of drinking
water quality and technical, managerial and
financial capacity of public water systems in
the State. The DPH Drinking Water Section
promotes asset management, and uses
various tools to assist operators with the
management of small public water systems.

The primary sources of funding for the
DWSRF financing program are revenue
bonds and State contributions which are
managed by the State Treasurer’s Office, and
yearly federal capitalization grants through
the Safe Drinking Water Act administered by
the U.S. Environmental Protection Agency
(EPA). The State also received a grant from
the American Recovery and Reinvestment Act
of 2009 (ARRA.)

In mid-2011, the DPH initiated a section-wide
strategy to prioritize increasing the pace of its
DWSRF. Changes were made within the
management of the program and the DWSRF
Priority Ranking System. These changes
were communicated to the EPA.

On October 19, 2011, the DPH solicited for
drinking water infrastructure projects to be
funded by the DWSRF in state fiscal year
2012 and 2013. The DPH received 55 project
eligibility applications from public water




systems (PWS) during the solicitation period
for approximately $165 million in total funding.

During the fall of 2011, Connecticut was hit
with two separate significant storms that left
over 200 small PWSs without power to
operate their water systems for several days.
Because of these storms, the DPH
announced a new DWSRF Small System
Emergency Power Generator Program.

On December 23, 2011, federal Public Law
112-74 was enacted, which included the
federal fiscal year (FFY) 2012 DWSRF
appropriation. This law made several changes
to the DWSRF program for FFY 2012. The
changes include:

e Establishment of minimum and
maximum amounts of subsidization
that may be used for drinking water
infrastructure projects. States are
required to provide a minimum of 20%
and a maximum of 30% of the FFY
2012 capitalization grant in the form of
subsidization.

e Elimination of the federal mandate for
a minimum percentage of the
capitalization grant for Green Project
Reserve (GPR) projects and made the
GPR projects provisions discretionary
for State DWSRF programs.

e Establishment of the permanent
applicability of the federal Davis-
Bacon law requirements to
construction contracts funded under
the DWSRF.

The DPH held a Public Hearing on May 21,
2012, at 470 Capitol Avenue in Hartford,
Connecticut to allow interested persons the
opportunity to provided oral and written
testimony on the DWSRF Intended Use Plan.
An Open Forum was held immediately after
the hearing to answer questions and explain

DPH’s DWSRF program features and
requirements.

The DPH expects that there will be
approximately $125 million available from the
DWSREF for drinking water infrastructure
projects in fiscal year 2012 and fiscal year
2013. Projects that are anticipated to be
funded during this timeframe includes those
listed in 2012 Priority List of Projects, the
projects listed above the funding line in the
2013 List and projects carried forward from
previous Intended Use Plans (IUP).

Brief History and
Background of
Connecticut Drinking
Water SRF Program

In 1996, Congress passed amendments to
the SDWA authorizing the United States EPA
to offer states Capitalization Grants to create
the Drinking Water SRF. The SDWA provided
for an annual Congressional authorization of
$1 billion for the DWSRF through 2003.

Each year the State of Connecticut is required
to submit a Capitalization Grant application to
EPA to capture its DWSRF allocation. The
IUP which documents how the State intended
to use the grant funds, is one of the
documents the State must submit as part of
its application. Sections 22a-475 through 22a-
483, inclusive, of the Connecticut General
Statutes governs the establishment and
administration of the DWSRF.

In FFY 1997, Congress exceeded its original
appropriation and authorized $1.275 billion for
the DWSRF. Connecticut’s allocation of this
appropriation was $ 21,408,200. In FFY 1998-
2012, Connecticut’s allocation was for just 1%
of the national allotment and allotted funds
ranged from approximately $7.1 million for




FFY 1998 to a high of $13.5 million for FFY
2010. The State received FFY 2011 allocation
of $9.4 million during July 2012. The FFY
2012 capitalization grant in the amount of
$8,975,500 was submitted in September
2012.

The Connecticut Department of Public Health
(DPH) is the lead agency for the DWSRF. As
the lead, DPH coordinates activities between
three different state agencies with the charge
of implementing certain aspects of and
overseeing the DWSRF.

There is significant coordination of efforts
both within DPH and among the agencies of
the State, including the State Treasurer’s
Office, the Department of Energy and
Environmental Protection (DEEP),and the
Office of Policy and Management (OPM).
DPH entered into an Interagency
Memorandum of Understanding (MOU) with
the State Treasurer’s Office and DEEP and
the MOU is an attachment to the Operating
Agreement (OA) between the State of
Connecticut and the EPA. The OA is filed with
EPA as part of the State’s Capitalization
Grant application and establishes the basic
framework and procedures of the DWSRF
that are not expected to change annually.

The following is a brief overview of State
agency participation:

* The DPH is responsible for programmatic
and fiscal administration of DWSRF
infrastructure improvement projects and the
set-aside projects and accounts. The DPH
also provides the Capital Budget requests
and State Bond Commission authorization
requests for DWSRF projects to the DEEP for
processing under the Clean Water Fund.

* The State Treasurer’s Office is responsible
for the fiscal administration of the DWSRF
accounts, and administration of the DWSRF
financial plan as part of the Connecticut Clean
Water Fund. The Treasurer’'s Office manages

and administers the State’s bond financings
and provides the State Bond Commission
bonding authorization requests for DWSRF
projects under the Clean Water Fund.

* The DEEP is responsible for the
administration of the Connecticut Clean Water
Fund of which DWSRF is a sub-account. As
part of the Connecticut Clean Water Fund, the
DEEP processes both the DPH’s bi-annual
DWSRF Capital Budget requests and the
DWSRF State Bond Commission project
allocation requests. The Public Utilities
Regulatory Authority (PURA), now part of
DEEP, provides assistance to the DWSRF
applicants it regulates.

Summary of Activities

and Accomplishments

The DPH Drinking Water Section uses the
Drinking Water SRF resources including
federal capitalization grants and the required
state match, to assist public water systems
and operators to meet critical needs, reduce
public health risk, and maintain safe high
quality water resources for the State’s
citizens.

As more fully discussed in this report, major
accomplishments for the DWSRF during fiscal
year 2012 include:

Executed five project commitments totaling
$3.28 million (of which $2.61 million was loan
commitments and $.67 million was subsidy) that
included a water main extension and water tank
installation.

Closed on permanent loans for six of the 12
subsidized projects totaling $13.6 million (of
which $5.6 million is for loans under the ARRA
Program as detailed on www.ct.gov/dph.)

Created Small System Emergency Power
Generator Program and allocated $3 million




from project funds for the purchase and/or
installation of emergency generators.

Conducted 369 update sanitary surveys
inspections of public water systems, including
evaluations of technical, financial, and
managerial capacity and cross-connection
control programs. The survey documents:

= Comprehensive water system infrastructure
analyses

= SDWA/State regulatory compliance reviews

= Financial and managerial capacity
examinations for community public water
systems

= |dentification and recommendation of basic
infrastructure repair and replacement
program needs

= Technical assistance and training to public
water systems on SDWA regulations

= Guidance on sustainability initiatives
including asset management, capital
improvement planning, budgeting, and rate
setting for community public water system

= Guidance to small systems of the benefits of
consolidation/interconnection with larger
public water systems

Provided ongoing asset management and
technical assistance to small systems identified
with weaknesses during sanitary surveys or
compliance assessments. Promoted and
provided on-site technical support for the EPA
Check Up Program for Small Systems (CUPSS)
asset management software.

Conducted 13 central system reviews through
the Environmental Engineering Program.
Reviewed 14 well exceptions, one was denied,
and five were returned for additional
information.

Electronically processed over 500,000 individual
sample analytical results into the Safe Drinking
Water Information System (SDWIS).

Developed draft regulations for CGS 25-33(b) to
provide DPH with additional authority to deny
applications for new sources of supply for new
water systems if the future purity and adequacy
of the sources or neighboring sources may be
adversely impacted by the proposed source.

Developed draft regulations that formalize the
approval process for proposed new sources.

Provided training at the 2012 Annual Technical
Conference and Vendor Exposition on February
29, 2012, with the Connecticut Section of the
American Water Works Association. There were
several hundred attendees, many of which
earned water system operator training hours
and/or continuing education credits for food
inspectors.

DWSRF Loans and ARRA
Subsidized Loans

Since inception, the DWSRF has made 52
loan commitments totaling approximately
$115.6 million. This includes 12 subsidized
loans made during fiscal year 2010
committing $17.2 million in funding provided
by the ARRA.

The State recognizes the need for
construction funds to be available to
borrowers year round. This need is addressed
by making funds available to eligible projects
through the execution of project loan
agreements. Projects listed in the Intended
Use Plan enter into a loan agreement with the
terms and conditions for interim financing and
permanent financing. After a project is
completed, the loans bear interest rates set at
half of the prevailing market rate in effect at
the time the State makes the commitment. As
of June 2012, the State disbursed $95.5
million under the base DWSRF program and
$16.8 million under the ARRA program for
drinking water projects to various public water
system entities.

For the ARRA program, the State program
provided funding at approximately 2.06%



interest rates to nine municipalities and one
private public water system to assist in
various infrastructure improvement projects.
These loans will be permanently financed
when fully drawn, generally within three years
of closing.

Small System Emergency
Generator Program

This program was established in response to
two extreme weather events that occurred
during the late summer and fall of 2011.
These events left many customers of 214
small PWSs throughout Connecticut without
water service for extended periods of time
primarily due to power outages. Boil water
advisories were issued to residents of public
water systems that lost water service until
water pressure was restored and water quality
testing determined that the water was safe for
consumption.

This new program was announced on
November 22, 2011, and projects specifically
for emergency power generator systems were
solicited as part of the Call for Projects.

The DPH received 63 applications for
generator projects in response to the
solicitation. The list of emergency generator
projects is part of the current DWSRF
Intended Use Plan. DPH reviewed and
ranked these projects along with all of the
other DWSRF projects and determined that
60 emergency generator projects were
eligible for DWSRF funding in fiscal year
2012.

DPH has allocated $3 million in fiscal year
2012 to cover the anticipated costs
associated with the purchase and/or
installation of generator system associated
with these projects. Subsidization will be
provided for up to 45% of the cost of eligible
components of each generator project that
receives DWSRF funding.

2012 Projects

During fiscal year 2012, the Drinking Water
SRF made five interim project commitments
totaling $3.28 million (of which $2.61 million is
for loans) for the following projects:

City of Norwich — Deep River Water
Treatment Plant Pumps, Drives, & Tanks
($232,700) (design phase)

This project will include upgrades to the
finished water pumps and motors at the Deep
River water treatment plant and construct two
new water storage tanks.

The existing pumps and motors are beyond
their useful service life and are costly to
maintain. The new storage tanks will improve
the operation of the finished water pumping
from the plant by allowing the pumps to cycle
on/off rather than operate continuously to
supply the distribution system. The tanks will
also improve the reliability of the system, as
currently there is no finished water storage in
this area of the distribution system.

This project closed on an interim funding
obligation to provide the amount of $184,997
at an interest rate of 2% for the design phase
on January 26, 2012. The construction phase
of the project is being carried over and will be
funded when design is complete.

City of Norwich — Deep River Water
Treatment Plant Transmission Main, Meter,
& Microturbine ($186,150) (design phase)

This project will include 1) replacement of
approximately 3,500 linear feet of 30-inch
diameter cast iron transmission main with 30-
inch cement lined ductile iron main, 2)
installation of a new water meter to estimate
unaccounted for water along approximately
6.6 miles of the transmission main, and 3)
installation of an in-line micro turbine to
generate clean energy.




The original transmission main was installed
in 1928 and includes several wetlands and
stream crossings. The new route will avoid
such crossings and be located along existing
roadways. The micro turbine will take the
place of an existing pressure reducing valve.

The energy generated by the micro turbine
will be sold back the local municipal electric
utility.

This project closed on an interim funding
obligation to provide the amount of $147,989
at an interest rate of 2% for the design phase
on January 26, 2012. The construction phase
of the project is being carried over and will be
funded when design is complete.

Southeastern Connecticut Water Authority
(SCWA) - Hillcrest and Tower-Ferry View
Divisions AMR Radio Frequency Meter
Purchase ($198,816)

This project consists of the purchase of
automated meter reading (AMR), Radio
Frequency water meters. The meters will be
installed by SCWA staff at their expense.

This project’s Interim Funding Obligation
closed on June 5, 2012. Of the total project
financing, the loan amount was $158,059 at
an interest rate of 2%.

SCWA staff with a Radio Frequency Water Meter




City of Meriden — Broad Brook Water Treatment Plant & Pump Station Improvements
($2,008,997) (design phase)

Aeration Supply System — Intake Building Lagoons Receiving Sludge from Sedentary Basin
and Backwash Wastewater

This project consists of the design of the upgrades and improvements to the Broad Brook Water
Treatment Plant and Pump Station, including replacement of all major items of equipment,
installation of dissolved air floatation in existing sedimentation basins, installation of backwash
recovery system, installation contact basin for manganese removal, and conversion from
chlorine gas to sodium hypochlorite. This $2,008,997 project closed on an interim funding
obligation to provide the amount of $1,597,153 at an interest rate of 2% for the design phase on
April 25, 2012. The construction phase of the project is being carried over and will be funded
when design is complete.

Candlewood Trails Association — Water System Improvements ($662,000)

Candlewood Trails Association — Excavation for new pump house project

The Candlewood Trails Association is located on Candlewood Lake in New Milford, CT. This
project consists of the design and construction of a new pump house, new well pumps, VFDs,
installation of a buried 250,000 gallon atmospheric storage tank, and appurtenances to utilize
two new wells which were drilled in 2004. The need for continuous chlorination will be
eliminated with the use of the new wells. This project closed on an Interim Funding Obligation to
provide the amount of $526,290 on May 1, 2012. The interest rate for this loan was 2%.




Local Assistance and
Other State Program
Set-Aside

There are several set-asides allowed from the
federal grants. The use of these set-asides
provide for critical work that is important to the
programmatic success of the Drinking Water
SRF.

The following discussion focuses on the
accomplishments achieved through the use of
the set-aside funding.

Source Water/Wellhead Protection
Program

The DPH Drinking Water Section continued to
develop a proactive approach toward source
water protection. The Source Water Protection
Unit (SWP Unit) is responsible for the protection
of Connecticut’s 4,000 drinking water sources.
Four full time equivalent (FTE) staff members
are funded by this set-aside, including one FTE
that provides support to the DPH Drinking
Water Section through the Environmental
Engineering Unit. The SWP Unit program
elements coordinate, manage, and regulate
source protection through application and
enhancement of existing source protection
statutes and regulations, permitting, integration
with water supply planning, education of local
land use officials, and involvement with
stakeholders on a continuous basis.

The SWP Unit reviews applications for new
sources of public water supply, and permits to
sale, or change in use, of land classified as
water company land. These laws ensure that
only the safest water is made available for
public consumption through protection of the
land that surrounds Connecticut’s public water
supplies. The SWP Unit authorizes and issues
permits for recreational activities on water
company land, provided that the activities are
adequately monitored and do not degrade the
watershed. The SWP Unit continues to
develop, enhance and adapt source water

protection laws. SWP Unit activities conducted
in fiscal year 2012 are as follows:

Reviewed and approved proposed sources of
supply, including verification that the water system
has ownership or control of the sanitary radius for
proposed ground water sources.

= Received and reviewed or continued to review
72 proposed sources of supply. Issued 60
approvals and four denials. The remainder
are under active review

= All of the approved sources had full ownership
or control of sanitary radius for each ground
water source

Reviewed and evaluated approximately 325
required notifications of proposed projects in
public water system watersheds and aquifer
protection areas. For example, the SWP Unit
reviewed plans for a commercial horse barn and
riding stables within a public water supply
watershed and provided comments regarding best
management practices and consistency with
regulations.

Reviewed and drafted reports for 26 watershed
sanitary surveys, submitted by public water
systems as required by the Regulations of
Connecticut State Agencies Section
19-13B102(b).

Reviewed, approved and issued:
] five Source Abandonment Permits

= 26 Water Company Land Change of Use
Permits

= four Recreational Activity Permits

= Conducted one DEEP Diversion Permit
Review

Conducted an upgrade of the drinking water
Geographic Information System (GIS) by
upgrading the software, developing a browser-
based application and meeting with other state
agencies to coordinate data sharing. Initial
consultations with the vendor for the
Implementation of the Connecticut Wellhead
Protection GIS System have been conducted, and
a purchase order has been executed.
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Collaborated with the DEEP on 1) the
implementation of the aquifer protection area land
use regulations and as a result over 90% of the
state’s aquifer protection areas have land use
regulations implemented; and 2) emerging issues
within the regulated aquifer protection areas.

Reviewed effects of new sources for public water
systems on nearby wells. In accordance with CGS
25-33(b), required all proposed new sources for a
public water supply to submit a description of
potential effects that the proposed new source of
water supply may have on nearby water supply
systems including public and private wells.

o Drafted proposed regulations for interference
monitoring and to formalize the approval
process for proposed new sources

o Issued Well Site Suitability Certificates with
required monitoring for interference to any
private or public wells nearby

Continued the development of the Drinking Water
Source Management Plan.

Proposed legislation to link the sale of water
company land with the sale and abandonment of
the sources of supply and to streamline the
source abandonment permitting process.

Continued to work with multiple towns and the
Departments of Transportation, Agriculture, and
Economic and Community Development, as well
as the DEEP, Office of Policy and Management,
the Environment Policy Review Team, and the
State Treasurer's Office to emphasize source
water protection, including

e Participation in a yearlong series of storm
water management workshops with the
DEEP and stakeholders

o Working with Office of Policy and
Management to address SWP related
interim change requests to the
Connecticut Plan of Conservation and
Development

Staff Reviewed

e 89 Sewage Bypass reports
e 57 DEEP Aquatic Pesticide Permits

Applications

The Environmental Engineering Program provided
detailed technical reviews of

e DEEP Statewide Bacteria Total Maximum
Daily Load (TMDL) document prepared for
EPA and

o DEEP General Permit to Discharge from
Subsurface Sewage Disposal Systems
Serving Existing Facilities

Conducted hands-on soil training in October 2011
for local health departments, installers, and
professional engineers for the proper sitting of
subsurface sewage disposal systems and
promotion of drinking water/source water
protection and wellhead protection.

The Environmental Engineering Program
presented at the Water Pollution Control Authority
annual meeting. Presentation focused on 1)
common goals of public health and environmental
protection; 2) advocacy of a statewide
decentralized sewage system management; and
3) promotion of collaboration between municipal
facilities and other groups throughout the state.

The Environmental Engineering Program
reviewed and approved two plans for large
subsurface sewage disposal systems and
provided direct contact with other state agencies
when decisions may be affected by program
policies and procedures.

The Environmental Engineering Program assisted
municipalities in the development of wastewater
management ordinances and regulations for the
purposes of reducing potential wastewater
impacts to environmentally sensitive areas,
aquifer protection areas and to reduce non-point
source pollution. Two ordinances were developed
and/or reviewed for the Towns of Westbrook and
Killingworth.

The Environmental Engineering Program
conducted 13 central system reviews, one of
which was denied. Reviewed 14 well exceptions,
and five were returned for additional information.



Capacity Development Activities

Under this set-aside, staff is responsible for
assessing compliance with State regulations
and the Safe Drinking Water Act. As
enforcement actions are initiated, staff
assesses the cause or trigger of any violations
and assist the public water systems to
recognize corrective measures in order to
comply with State regulations. Systems that do
not correct existing violations through technical
assistance are referred for formal enforcement
actions including possible takeover
proceedings.

Staff also assisted in the preparation of
capitalization grants, work plans and reports.
There were ten FTEs within the Capacity
Development unit in fiscal year 2012.
Consistent with the EPA approved capacity
development strategy, fiscal year 2012 activities
included:

Conducted 261 public water system sanitary
surveys which included financial, managerial, and
technical capacity assessments.

Completed reviews of 62 projects submitted by
public water systems for permit approval, including
infrastructure projects and water company land
use. Continued development of operators and
contractors guidelines for the planning, design, and
construction of infrastructure projects.

Received and processed 11 applications for a Sale
of Excess Water permits Enforced the state
requirements through technical review of the water
supply plans.

Reviewed 26 Water Company Screening
Applications to determine potential status as a
public water system and applicability of the
Certificate of Public Convenience and Necessity
(CPCN) process. Held technical assistance
meetings for public water system infrastructure
projects, including proposed new systems going
through the CPCN process.

Provided technical assistance to public water
systems facing violations and deficiencies noted
during assessments or sanctions by other state
agencies. Provided technical assistance to eight
local health departments.

Prepared and submitted to the EPA the annual
Drink Water National Information Management
Report and assisted in the preparation of the
DWSRF Annual Report.

Reviewed and processed required documentation
from DWSRF/ARRA loan applicants. Conducted
site visits/reviews of DWSRF/ARRA applicants
Assisted in the processing of payment requests.

Capacity Development Coordinated
Training Initiatives: ATCAVE

The Connecticut Section — American Water
Works Association’s Annual Technical
Conference and Vendor Exposition (ATCAVE)
was held on February 29, 2012, in Cromwell,
Connecticut. Several hundred participants
attended for educational purposes or to meet
with vendors on drinking water related products
and services. Many of the attendees
participated in one or more concurrent all-day
trainings geared toward local health officials
and operator certification. Training participants
received operator training contact hours and/or
continuing education credits for food
inspections.

DPH Drinking Water Section staff participated
as instructors, and staffed the DPH Drinking
Water Section information booth. This
workshop has become very successful and is
one of the more important events in which the
DPH Drinking Water Section participates.

DPH Drinking Water Section staff at ATCAVE
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Small Systems Technical Assistance
Set-Aside

The DPH Drinking Water Section uses this set-
aside to provide assistance to small public
water systems serving fewer than 10,000
people. In fiscal year 2012, emphasis continued
on asset management and DWSRF loan
assistance to small systems. The Small
Systems Technical Assistance Set-Aside
supported one FTE in fiscal year 2012. Some of
the small system activities performed by the
DPH Drinking Water Section for the year are
listed below:

Provided asset management and technical
assistance to small public water systems
targeting those small systems identified with
weaknesses during sanitary surveys or
compliance assessments.

Completed 41 Sanitary Surveys at small public
water systems and four project reviews. The
surveys included extensive technical
assistance and technical, managerial, and
financial capacity evaluations.

Provided administrative support for small
systems that received ARRA financial
assistance.

Administrative Set-Aside

The State uses this set-aside for the financial
administration of DWSRF. Funds are allowed to
pay for support services provided by other state
agencies. The total FTEs for the Administrative
Set-Aside was four staff although two of these
staff members are not funded 100%. Some of
the activities accomplished during fiscal year
2012 included:

Reviewed and approved financial aspects of
Financial Assistance Applications then
drafted, finalized, and processed DWSRF
loan agreements executed 11 loans as
previously discussed.

Reviewed and processed DWSRF and ARRA

payment requests in the amount of $3.28
million.

Received and reviewed 63 applications for the
Emergency Power Generator Program. Of
those, 60 were deemed eligible for funding.
Met with applicants and their representatives
as needed or requested.

Provided required progress reports to EPA.

The projects which received active support and
completed construction during fiscal year 2012
are as follows:

Town of Ridgefield — Barlow
Mountain & Scotland Elementary
Schools (ARRA Project)

The Town of Ridgefield entered into a loan
agreement in fiscal year 2010, funded by
ARRA, to extend a water main and interconnect
the Barlow Mountain & Scotland Elementary
Schools to the Aquarion Water Company-
Ridgefield Water Supply System. The on-site
public water system supplying the school
complex had incurred multiple water quality
violations and as a result, bottled water was
being provided for drinking. The permanent
loan closed on July, 1, 2011.

Town of East Lyme/East Lyme Water
& Sewer Commission (ELWSC)
(ARRA Project)

The Town of East Lyme entered into a loan
agreement to install system-wide disinfection
and other treatment at all of its water treatment
facilities. Installation of this treatment will help
to ensure that ELWSC customers are provided
with clean, potable drinking water. The total
cost of this project is approximately $1.23
million with DWSRF ARRA funds covering
almost $900,000 with approximately $506,000
in subsidy. The permanent loan closed on
December 28, 2011.




@ SINTEOF COMECTICUT

East Lyme construction — chemical storage tanks and water piping

MDC — Smart Metering and Water
Main Replacement (ARRA Project)

The MDC completed construction on two
projects which had been initiated in 2010. The
first project was for the purchase and
installation of approximately 30,000 radio
frequencies automated meter reading devices
and new water meters. The new meters
replaced existing meters that are beyond their
expected useful service life. The “smart” meter
reading devices are designed to promote water
efficiency. The DWSRF ARRA funded program
provided the entire cost of the project,
approximately $5.89 million.

This project also satisfied the ARRA Green
Project Reserve requirements. This project
closed on the permanent loan on August 31,
2011.

MDC smart meter

The second project was for the replacement of
a water main on several streets in the vicinity of
Tower Avenue in Hartford. The water main in
the area is beyond its useful service life. This
main replacement, done in conjunction with
MDC'’s Clean Water Project, provides local
students and a daycare facility with clean,
potable drinking water and eliminates a public
water system. This project was completed and
the permanent loan was closed on July 1, 2011.

MDC — Water Main Project for Storm
and Sanitary Sewer Separation
(ARRA Project)

This project is part of an overall project that is
being completed under one construction
contract in an effort to reduce overall project
costs. The sewer portion of this project is being
funded by Clean Water SRF ARRA funds
through the DEEP. DWSRF ARRA funds are
being used for a portion of the water main
replacement costs, approximately $1.77 million.

By working closely with the MDC the DPH was
able to provide the another $445,000 in ARRA
funding towards this project. The original
agreement was amended and this segment of
the permanent note will close during fiscal year
2013.
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MDC — Water Main Installation Project — Main Street,
Hartford

MDC - Installation of RF Meters - Phase Il

The Woodlake Tax District - New
Drinking Water Wells (ARRA Project)

The Woodlake Tax District located in
Woodbury, Connecticut, entered into a loan
agreement in fiscal year 2010 for the
development of new drinking water wells and
associated work to connect the new wells to the
existing water supply system. This project will
allow the Woodlake Tax District to continue to
provide an adequate water supply to its
customers. DWSRF ARRA funds covered the
entire cost of this project, approximately
$551,101. This project closed on its permanent
loan on November 25, 2011.
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Town of Putnam Water Pollution
Control Authority — Well Field
Extension

Town of Putnam — Interior of Water Treatment Facility

The Town of Putnam entered into a loan
agreement in fiscal year 2010 to expand the
existing Park Street well field with the drilling of
several new drinking water wells and the
construction of a new water treatment facility at
the same location.

The Town of Putnam has been experiencing
increased water demands, and this project will
allow the Authority to maintain adequate water
service for its customers and maintain
compliance with the DEEP minimum stream
flow requirements.

The total cost of this project is approximately
$3.2 million with the DWSRF ARRA funding
covering approximately $2.46 million. This
project closed on its permanent loan on
December 30, 2011.

Town of Portland/Portland Water
Department — High Street Water
Storage Tanks Repair and
Replacement

This project consists of demolition and
replacement of a structurally deficient 500,000
gallon concrete water storage tank on High
Street, adjacent to the Portland Middle School.
In addition, masonry repairs and painting will be
done on the one million gallon concrete water
storage tank at the same location. This project
closed on its permanent loan of $975,033 on
January 31, 2012.

Town of Portland Water Storage Tank
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Town of Manchester Water Department - Hercules Drive Booster Pump Station

Town of Manchester — Interior of Pump Station (ARRA)

The Town of Manchester entered into a loan
agreement in fiscal year 2010 for the
construction of the new Hercules Drive
Booster Pump Station. The new facility will
provide redundancy to the Highland Street
pump station. The station will be equipped
with a pair of water booster pumps,
disinfection treatment, and an emergency
generator, and will be connected to the
Town’s automated operational system.
DWSRF ARRA funds covered the entire cost
of the project, approximately $667,448. This
project was completed and the loan amount
of $290,340 was repaid in full during February
2012.

Program Management
Set-Aside

This set-aside is used to assist in the
administration of the State’s Public Water
System Supervision (PWSS) Program. Nine
FTE’s staff funded under the DPH Drinking
Water Section’s fiscal year 2012 Program
Management set-aside. Activities included:

Initiated the upgrade to the new Safe Drinking
Water System — loan and grant tracking system
through coordination with the Department of
Information Technology, the DPH Information
Technology Unit and the State Treasurer's
Office.

Conducted 67 sanitary surveys and reports.

Town of Manchester — Interior of Pump Station (ARRA)

Maintained a quality assurance system in
cooperation with EPA - Region 1.

Assisted in security and emergency response
initiatives.

Submitted grant applications, associated work
plans, and progress reports to the EPA.
Participated in conference calls regarding ARRA
process.

Prepared documents, work plans and long-term
strategies as well as EPA required program
management reports. Prepared contracts
related to technical assistance to public water
systems to assist the DPH Drinking Water
Section in capacity development efforts.

Met with Drinking Water SRF/ARRA applicants
on program application and project financing
process.

Electronically processed over 500,000 individual
sample analytical results into the Safe Drinking
Water Information System (SDWIS).

Performed Quality Assurance/Quality Control
procedures to help maintain accurate and
reliable data in SDWIS.

Ran compliance reports in SDWIS to help with
the implementation of the Public Notification
Rule.

Reported the required PWSS program
information to EPA on a quarterly basis.
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Scanned, imported, and stored information in
the DPH Drinking Water Section’s electronic
document management system, Laserfiche, to
make current and historical program information
available to all DPH Drinking Water Section
staff.

Maintained the DPH Drinking Water Section
website. The website is used as an important
tool to deliver information to the public and the
regulated community.

Provided business support functions (i.e.
archiving, mailing, answering phones) to help
the entire DPH Drinking Water System operate
effectively and efficiently.

Developed a Quality Assurance/Quality Control
application and procedures to help maintain
high quality inventory and compliance data in
SDWIS.

Assisted in the software and hardware upgrades
of the DPH Drinking Water Section GIS to:

e Provide staff with new, more powerful tools
and web applications to quickly and
efficiently analyze data

e Make current and historical program
information available to all DPH Drinking
Water Section staff

Project Financing

The Drinking Water SRF provides financial
assistance to Public Water Systems that meet
certain eligibility criteria. Within the
parameters set by the EPA, the State
exercises considerable flexibility in the type of
planning, design, and construction projects
that the Drinking Water SRF will fund. The
major limitations on project financing are
exclusions for projects that are primarily for
growth. Other limitations are further described
in the Drinking Water SRF guidance
documents available from the DPH and the
EPA.

In the course of a day, almost every
Connecticut resident and each visitor to the
State comes in contact with the drinking
water provided by a public water system.

The State has worked diligently to
recognize that water resources are not
limitless and that responsible planning and
conservation are essential elements to
maintaining sufficient, safe drinking water.

The Drinking Water SRF financial assistance
consists of low interest rate loans at one-half
of the market rate with up to 20 years to
repay. The Drinking Water SRF also provides
technical assistance and training with a
portion of the federal grant.

All projects are selected for financial
assistance based on a priority ranking system
created and managed by the DPH. As
described below, the priority ranking system
reinforces long-term goals of the State and
reflects the DPH'’s philosophy of encouraging
public health protection through the
distribution of adequate and safe drinking
water.

The Drinking Water SRF does not offer state
funded grants. However, in fiscal year 2011,
the Drinking Water SRF began to offer
federally funded loan subsidies designed to
encourage more rapid compliance at a lower
cost to users. Due to continued availability
from the federal capitalization grant,
subsidization will continue to be offered as
part of the Drinking Water SRF funding
package.

Once a project is deemed eligible for funding,
the applicant’s capabilities are evaluated by
the DPH Drinking Water Section engineering
staff and the State Treasurer’s Office to
ascertain if the applicant’s system can
support a Drinking Water SRF loan.
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Drinking Water Infrastructure Needs
Survey

The Drinking Water Infrastructure Needs
Survey documents and assesses the 20-year
costs and types of capital investment needs
of public water systems that are required to
protect public health and ensure compliance
with the SDWA throughout Connecticut and
the U.S.

Local water utilities make significant
investments to install, upgrade, or replace
equipment in order to deliver safe drinking
water and protect public health. Every four
years, EPA conducts a Drinking Water
Infrastructure Needs Survey of the anticipated
costs of these investments. The results are
reported to Congress and are used to help
determine the amount of funding each state
receives for its DWSRF program, which funds
the types of projects identified in the survey.

The most recent completed survey was done
in 2007, with the report to Congress produced
in February 2009. The 2007 Survey for the
years 2007 through 2027 was used to
determine the federal Drinking Water SRF
allocation for fiscal years 2010 through 2013.
Connecticut is one of the many states that
historically receives the minimum 1%
allocations. The most recent allocation
received was $13.57 million for fiscal year
2010. Another $9.4 million was received for
fiscal year 2011 after the end of the fiscal
year.

The results of the 2007 needs survey, which
were released in February 2009, showed a
nationwide need of $334.8 billion. Of that,
Connecticut’s needs were in the following
categories:

ez (in ﬁﬂrﬂi’.ﬁﬂg
Treatment $280.6
Storage $151.6
Source $134.9
Other $19.7
Total $1,393.9

Compared with the other five New England
States, 20-year needs in Connecticut were
higher than New Hampshire ($847.2 million),
Rhode Island ($428.4 million), Vermont
($453.2 million), and Maine ($539.8 million)
but lower than Massachusetts ($6.79 billion).

Based on the surveys, Connecticut receives
1% of the total allocation, which is the
minimum that a state can receive.

Connecticut is still actively engaged in data
verification for the 2011 survey and expects to
have comprehensive information to represent
Connecticut’s needs over the next 20 years
when the 2011 survey is completed. The DPH
Drinking Water Section had a much higher
response rate in 2011 than the 2007 survey
and has worked closely with the PWSs
selected to participate to try to capture all
qualifying infrastructure projects. The survey
will be used to determine the federal Drinking
Water SRF allocation for fiscal years 2014
through 2017. The results of the 2011 survey
are expected to be released by EPA in
February of 2013.

19



Project Priority List

The priority ranking system is a key
component of the management of the
Drinking Water SRF. Project eligibility
applications are ranked and compiled to
create a project priority list to ensure that
funding is available for projects that have the
most pressing needs, while reserving funds
for other projects. The ranking system also
incorporates procedures for emergencies.

The DPH Drinking Water Section develops a
list of projects that will receive funding during
the year and maintains a comprehensive
priority list of eligible projects for funding in
future years.

Priority for the use of funds is designated to
those projects that address one or more of
the following: water quality; water quantity;
acquisitions and transfers; green
infrastructure; infrastructure upgrades;
protective measures covering sources of
water supply and distribution systems, and
affordability.

The priority ranking criteria is used to award
points for situations in which water quality
impairments, water quantity deficiencies, or
water system imperfections may increase risk
to public health or result in non-compliance.
The resulting Project Priority List shows name
of the public water system, population of the
public water system’s service area, project
description, the projected dollar amount of the
project, the points awarded to the project and
other pertinent information. The highest points
are assigned to projects that are designed to
bring systems into compliance with quality
and quantity regulations of the Connecticut
public health code. Points are also awarded
for the acquisition of an existing public water
system and upgrades to emphasize the
importance of supporting projects that
achieve long-term solutions to existing or
potential water quality or quantity deficiencies.

Affordability points are given to projects
located in communities where the median
household income is less than 80% of the
State’s average, based on current data from
the American Community Survey available at
the time the Project Priority List is generated.
The American Community Survey data is
updated on an annual basis.

In each fiscal year, the DPH approves project
loans to recipients on the project priority list to
the extent of funds available. Each recipient
may apply for and receive a project loan and
subsidies in an amount up to 100% of the
eligible project cost. In some cases, based on
readiness to proceed, a project may be
bypassed on the Project Priority List. In these
situations, the DPH Drinking Water Section
continues to provide support for a potential
recipient so that eligible projects can proceed
as soon as possible.

The DWS uses its computer-based
application to track and continually update
programmatic information on all Drinking
Water SRF loan applications. The most recent
list available, the fiscal years 2012 and 2013
Project Priority List, can be found on the DWS
website and a truncated version is shown in
Appendix VII.

Intended Use Plan Summary

The DPH'’s Intended Use Plan shows the
proposed use of state and federal funding
assistance for drinking water quality and
quantity projects as well as the uses of set-
aside funds used to administer the drinking
water program.

The current Intended Use Plan covers state
fiscal years 2012 and 2013, from July 1, 2011
to June 30, 2013, and is based on 1) the use
of anticipated fiscal year 2011 and 2012
capitalization grant monies, 2) a state match
of 20% of the fiscal year 2011 and 2012
capitalization grant awards, and 3)
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unobligated funds carried forward from
previous Intended Use Plans. Connecticut will
be providing the 20% match of $1.8 million
and $1.7 million of the FFY2011 and
FFY2012 awards, respectively.

Connecticut, at this time, intends to request
the remaining portion of the banked FFY 2008
Program Management Set-Aside as part of
the FFY 2012 capitalization grant application.
The other set-asides have been requested at
the maximum amount of set-asides allowed
under the SDWA for administrative, technical
assistance state program management and
local assistance.

A brief explanation of each is located on the
set-aside projection sheets. Unused set-aside
monies from prior capitalization grant awards
will be utilized on a first-in first-out basis. If at
any time the funds reserved for particular set-
aside activities are not expended, the monies
may be transferred to the DWSRF project
fund after an amendment to the capitalization
grant.

To date, the State has not transferred funds
between the DWSRF and the Clean Water
SRF and the State does not anticipate making
such a transfer under the current Intended
Use Plan.

Projects on the Project Priority List are
currently in the process of moving forward
and are at varying stages of progress. Due to
delays in certain projects originally earmarked
to receive funding, from time to time bypass
procedures were implemented which adjusted
the project priority list in order to allocate all
available project funds. The current list of
cumulative and pending projects allocated to
receive DWSRF funding is shown in Appendix
V.

Funding is allocated as follows: approximately
23% of the available project funds for systems
under 10,000 population and 77% of the

available project funds for systems serving
greater than 10,000 populations. The goal is
to provide at least 15% of the total funds to
systems serving a population of less than
10,000 and Connecticut intends to meet or
exceed this goal.

The most recent DWSRF Public Hearing and
Open Forum was held on May 21, 2012.
Applicants and interested parties participated
at the hearing on projects to be funding during
state fiscal years 2012 and 2013 and gave
testimony on several projects.

SRF Leveraged Program

The State Treasurer is authorized to issue
bonds and provide low-cost financing for
water quality projects. The resources used for
the bonds include federal grants, state
matching funds and repayments from
borrowers. The DWSRF program leverages
these resources by issuing bonds to provide
construction proceeds for loans. Loans made
since 1996 have a borrower interest rate
ranging from 2.0% to 4.6%. In fiscal year
2012 the interest rate on the bonds is higher
than the loan rate; borrowers receive a
subsidy equal to the difference between
marked ratio and the interest rate of 2.06%.
Debt service on the SRF bonds is paid from a
combination of three sources: borrower loan
repayments, interest earnings on the
investment of SRF funds, and state match
payments provided since the inception of the
program. Each borrower is obligated to repay
the principal amount of its loan.

Program assets and reserve funds are held
as security for all bonds. As of June 30, 2012,
the State held $71.6 million in program assets
invested in loans, the State’s Short-Term
Investment Fund, general obligation bonds
and guarante