(This ADEQ document matches the official rulemaking published at 4 A.A.R. 1489)
NOTICE OF FINAL RULEMAKING

TITLE 18. ENVIRONMENTAL QUALITY

CHAPTER 15. WATER INFRASTRUCTURE FINANCE AUTHORITY OF ARIZONA

PREAMBLE
1. Sections Affected Rulemaking Action
R18-15-101 Amend
R18-15-107 Amend
R18-15-108 Amend
R18-15-110 Renumber
R18-15-110 New Section
R18-15-111 Renumber
R18-15-111 Amend
R18-15-112 Renumber
R18-15-113 Renumber
R18-15-204 Amend
R18-15-206 Amend
R18-15-207 Amend
R18-15-304 Amend
R18-15-305 Amend
R18-15-306 Amend
R18-15-307 Amend
R18-15-403 Amend
2. The specific authority for the rulemaking, including both the authorizing statutes (general) and the
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statutesthe rules areimplementing (specific):

Authorizing & Implementing statutes: A.R.S. 88 49-373(B)(7), 49-374, 49-374.01, 49-376

3. Thee€ffective datefor therules;

Effective on the date filed with the Secretary of State.

4, A list of all previousnotices appearing in the Register addressing thefinal rule:

Notice of Docket Opening 3 A.A.R.3119 November 7, 1997

Vol # page# IssueDate
Notice of Proposed Rule 3 A.A.R. 3543 December 19, 1997

Vol# page# IssueDate

5. The name and address of agency personnel with whom persons may communicate regarding the
rulemaking:
Primary Name: Lynn A. Keeling on behalf of the Board of Directors of the Water Infrastructure

Finance Authority of Arizona

Address: Arizona Department of Environmental Quality

3033 North Central Avenue

Phoenix, AZ 85012
Telephone Number:(602)207-2223,(800)234-5677 xt 2223 (AZ only)
Fax Number: (602)207-2251
TTD Number: (602)207-4829
Secondary Name: Greg Swartz
Address: Water Infrastructure Finance Authority

3033 North Central Avenue

Phoenix, AZ 85012
Telephone Number: (602)207-4707, (800)234-5677 xt 4707 (AZ only)
Fax Number: (602)207-4888
TTD Number: (602)207-4829

6. An explanation of the rule, including the agency'sreasonsfor initiating therule:
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During the 43rd Legislative Session, House Bill 2304, Chapter 130 , Laws 1997 was passed. The governor
signed this bill into law on April 22, 1997. The law became effective April 22, 1997 due to an emergency
enactment. This legislation renamed the Wastewater Management Authority of Arizona to the Water
Infrastructure Finance Authority of Arizona (WIFA). Prior to thislegislation, WMA operated as a financing
organization for wastewater treatment systemsand nonpoint source projects. The new A uthority now finances

public drinking water facilities as well as wastewater facilities.

A rulemaking was completed in September of 1997, creating a new Chapter 15 in Title 18 of the Arizona
AdministrativeCode. Thischapter containsthesamecriteriafor thecleanwater revolvingfundaswaspreviously
found in the WMA fund priority classes(Title 18, Chapter 10, Wastewater Management Authority of Arizona)

and added the funding priority classes for drinking water facilities (as defined in R18-15-101).

For FY 1998, WIFA created anintended use plan and project priority list for the clean water revolving fund and
the drinking water revolving fund. Applications for funding were mailed out in the second quarter of 1997 to
all known wastewater treatment facilities, potential non-point source projects, and drinking water facilities. On
September 10, 1997, a draft Intended Use Plan was mailed to Arizona cities, towns, Indian tribes, sanitation
districts, drinking water facilities, and interested parties for their review and comment. This draft included the
anticipated fundable range from the FY 1998 Project Priority List. The draft priority list was prepared based

upon specific requests received from Arizona communities.

The classing, scoring, and ranking for the drinking water revolving fund priority list resulted in approximately
HAfacilitieshaving the same class, with many having the samescore. WIFA believesthisclusteringwasaresult
of too general a ranking of facilities. WIFA decided that the clustering indicated a need for the rule to be

amended so that the classification and scoring of facilities would create a clearer distinction among facilities.

WIFA discussed theclustering problemwith ADEQ and otherswho participated in preparing thedraft intended

useplan. Asaresult of thediscussionsthefoll owing amendmentswere proposed. Theclassesprovideageneral
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category for need. Class A facilities are most likely to pose an immediate threat to human health and the
environment because of the documented presence of continuous or intermittent violations of the national
primary drinkingwater standardsinvolving acutely toxic contaminants. ClassA facilitiesal soinclude multi-year
funded facilities. Multi-year funded projects must have been funded at least 20%. Class B facilities have a
documentedviolationof thenational primary drinkingwater standardsi nvol vingnon-acutely toxi ccontaminants,
and some corrective action or mitigation measure must have been initiated. Class C facilities need to upgrade
or rehabilitate existing delivery capability or existing facility design asaresult of adocumented violation of the
physical plan. Class D facilities need to upgrade or rehabilitate existing delivery capability or existing facility
design, but the upgrade or rehabilitation is not required as aresult of a documented violation of the physical
plant. ClassE facilitieshaveagoal to consolidate or regionalize service of previously separated drinking water

facilities. Class F facilities are projects without any other designation.

Within thedrinkingwater revolving fund, Class A for continuing projectsnow hasaqualifier to ensurethat high
priority multi-year projects are the only projects that may automatically qualify for Class A on subsequent
funding years. For a project to automatically qualify as a Class A project, WIFA now requires a multi-year
project to have been classified aseither Class A, B or Cinthe prior year (rather than any class). The project
must have received at least 20 points within the class, based upon the prior year’s need. Thisisto avoid the
potential situation of amulti-year funding commitment automatically qualifyingfor ClassA insubsequent years,

irrespective of need or classification.

Class C contained more than 50% of the projects in the draft project priority list for the 1997 drinking water
revolving fund. WIFA found that Class C’ s designation of “condition of facility” wastoo general and did not
sufficiently distinguish between problemsthat were documented by ADEQ and thosethat wereknown, but had
not risen to the level of ADEQ’ s attention. Within the drinking water revolving fund, Class C was reduced to
includeonly drinking water facilitiesthat havedocumented viol ationsinthewater system physical plant. WIFA
believesthat if aviolation hasbeen documented by ADEQ), itismorelikely that theviol ationismore severethan

anon-documented violation of thewater system physical plant. Thismay not betrueinall cases, but WIFA tried
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to develop some criteriato distinguish the need for funding among drinking water facilities.

Within thedrinking water revolving fund, Class D wasamended to include what used to be part of Class C, that
is, projectsthat rehabilitate existing delivery capability or existing facility design or upgradesthat arenot aresult
of documented violations of the physical plant. This is intended to distinguish facilities that are out of
complianceand presumptively aheal th problem from othersthat are not presumptively ahealth problem. WIFA
understandsthat regardl essof documentedviol ations, theremay still beaheal thprobleminbothcases. However,
if there is ahealth problemthat isdocumentable, it isanticipated that the facility should bein either Class A or
ClassB. Therefore, the separation within what used to be Class Cinto Classes C and D isbelieved to better rank

the need rather than a general class called condition of the facility.

The previous drinking water revolving fund Class D was for consolidation or regionalization of services. The
prior Class D is how designated as Class E due to the separation of Class C into Classes C and D. Asaresult,

the previously designated Class E is now Class F. No other new classes have been added.

To further distinguish the ranking criteria for drinking water facilities within a class, the single criteria of the

“condition of the facilities and sources” has been replaced with the following four criteria:

1 Acquiring, Rehabilitating or Devel oping Sources (ARD)
2. Treatment Upgrade or Treatment Expansion (TUE)

3. Distribution System (DS)

4. Storage Facility (SF)

Rather than assigning atotal of 125 pointsto condition of facility, elements of the condition of thefacility are
asfollows:

50 points are now assigned to ARD

30 pointsto TUE, DS, and SF.
Therefore, it ispossibleamaximum of 140 may be awarded, however review of many systemsshowsatendency

for systems to need one or two elements upgraded or repaired rather than all possible elements for example,
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watersource, distributionsystem, and storage. TheA cquiring, Rehabilitating or Devel oping Sourcesishbelieved
to have a greater need for funding rather than either the treatment upgrade or treatment expansion, the
distribution, or the storagefacility. WIFA believesthat absent agood water source, afacility ishighly unlikely

to be providing any water let alone quality water.

Thedrinkingwater revol ving fund point assignment for Acquiring, Rehabilitating or Devel oping Sources(ARD)
issplit into two primary categories:

1 Up to 20 pointsfor anew source capacity. If the new sourceisarenewable sourcethefull 20
points areassigned. Only 10 pointsare awarded for anon-renewablesource. Thisisintended
to provide an incentive for facilities to seek out renewabl e sources.

2. In addition to the pointsawarded for the type of the new source, if thedrinking water facility
is under served by its current source, 30 points may be awarded for correcting contaminated
or depletedwater. It may becorrected by acquiring, rehabilitating or devel oping anew source.
Expansion of the service area because of contaminated or insufficient water is assigned 15
points, asthismay betheonly solution. A new sourcefor futuregrowthisassigned 0 points

to show no credit for future growth.

The primary change from the previous point assignments is that the condition of the facility is not used to
determinethe points. Itisbelieved condition of thefacility isbetter described by thetype of change employed
to correct the problem (contaminated or depleted water source), especially because the condition of many
facilitiesis poor. The point assignment for the new source capacity remainsthe same, however itisoneof two
solutions that may be applied to a problem. A facility may obtain a new renewable water source while also
rehabilitating awater source to serve acurrent service area. This section no longer focuses on the upgrade or
rehabilitation capacity or acomponent of the system on ageneral level. The new point assignment identifies

devel oping new sources and what service the new source will meet (current, expanded, or future growth).

Treatment upgrade and treatment expansion for drinking water facilities replaces the general criterion of
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upgrading or rehabilitating existing, required disinfection equipment. Thiscriterion breaksdownthe pointsinto
one of two methods, that is, upgrade surface water or upgrade ground water. Each type of upgrade may be
assigned 30 points maximum and 10 points minimum, therefore no priority is given to treatment of the type of
water. There can be 30 points assigned for treatment of surface water micro-organisms, or 30 points assigned
for treatment of ground water with chlorination, or 20 points assigned for treatment of chemical constituents
that are harmful if peopleare exposed to them, or 10 points assigned for treatment of chemical constituentsthat

are not harmful if people are exposed to them.

Thedrinking water revolving fund Distribution System is amended to have 30 points assigned. This was an
element of the condition of facilitiesand sources, but it isnow listed as a separate priority classto distinguish
the need of a distribution system versus a new source or treatment. There are four possible solutions a
distribution system may employ as shown below:

1 Rehabilitation, replacement or repair of existing lines with either inadequate line size or
inadequate pressure. (Inadequate line size or pressure posesthe most problemsto asystem
that will affect the public’s health).

2. Rehabilitation, replacement or repair of existing lines. (Thistypewill include other problems

such as corroded pipes or water loss from poor connections).

3. Installation of new lines. (Thisis presumedto cureaneed for water that cannot be presently
met).
4. Rehabilitation, replacement or repair of a hydropneumatic tank.

The rule then assigns points ranging from 5 points to 30 points, for the method used to achieve the solutions

listed above.

The drinking water revolving fund Storage Facility is amended to have 30 points assigned. WIFA allows 30
points for no storage, 25 pointsfor storagewhich needsrehabilitation to cureinadequate storage or inadequate
pressure, or 25 points for expansion of storage. Rehabilitating or expanding storage may be assigned 0 points

for servicing future growth (the lowest priority), to 10 points for current growth, 15 or 20 points for servicing
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an expanded area, 20 or 25 points for servicing an existing area, and 25 points for inadequate design of the

storage facility (not applicable to the expanded storage).

Toensurethat thereareno moretiescores, WIFA added sectionK tothepriority list ranking criteriafor drinking
waterfacilities. Thissection statesthat tied scoresshall beranked by placing thelowest cost effectivenessratio
project above all other tied projects in the class. The cost effectiveness ratio means the project dollars per
benefitting connection. Although this may appear to favor large facilities, it is merely atie breaker. WIFA
believes that other criteria, such as needing anew source of water, or an acutely toxic contaminate will rank
smaller water systems before largewater systems. Therefore, thetie breaker isnot expected to skew the project
priority list to betop heavy with large systems, it only meansthat given two facilitieswith the exact scorewithin

aclass, thelarger system may precede the smaller system.

WIFA found that the project construction did not need to belinked to ADEQ’ son-siteinspections. Therefore
the project construction section has been amended to state that the construction funding will bewithheld until
ADEQ issues an approval to construct to the applicant. Thisisamoreresponsibledistribution of funding. This

change was also applied to the clean water revolving fund and all other financial assistance.

WIFA must ensure all drinking water fundsare used by projectswithin ayear of creation of the project priority
list. Thedrinkingwater funding revertsback tothefederal general fundif thestatedoesnot usethemoney within
that period of time. To ensure that WIFA does not lose any funding, as we don’t receive enough to meet the
needs of the state at this time, therule hasastandard for bypassing projectsthat arein the fundabl e range, but
are not ready to befundedinthecurrent fiscal year. TheBoard isdirected to bypassaproject withinafiscal year
and offer funding to the next highest ranking project on the project priority list if either one of the following
ocCurs:
1 TheBoard determinesthat substantial progress has not been made on aproject toward being ready to
proceed within 8 months of notification from WIFA that the project is within the fundable range of

projectsfor that fiscal year; or
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2. The Board determines that the project will not be ready to proceed within the current fiscal year.

WIFA found with the first project priority list, that thethird ranked project, whichwasaClass A project, could
not beready inthefirstyear. WIFA needsto show thefundsarebeingusedto preventlossof funding. Therefore,
the rule describes the standard for determining when aproject is bypassed. I n the case of the project that was
number 3 out of 168 projects, the project will remain aClass A, and as soon as the facility isready to proceed,
theBoard will beabletofundthe project. Inother words, the bypassing of thisproject probably will not prevent
it from being funded in asubsequent year. The only possible project that might missbeing fundedisaclassD
project that madethefundablerangeasaresult of higher ranking projects, but thenwasnot ready to proceed that

year.

A new section was added for Bid Document Review. This section is R18-15-110, and it affects both the
Drinking Water Revolving Fund and the Clean Water Revolving Fund. WIFA discovered some projectswere
being awarded to contractors without regquirements for compliance with state and federal law. WIFA does not
want to bepenalized or losefunding asresult of this, thereforetherequirement of complianceisexpressly stated.
WIFA isnow requiredtoreview all bid documentsto ensure compliancewith federal and statelaw prior to their

release to prospective bidders.

Disbursements and Repayments, R18-15-111 was modified to clarify the procedure for repayments.
Disbursements are to have been pre-approved by WIFA, therefore, repayment will automatically occur if the
repayment amount iswithin 10% of the approved disbursement. A facility may amend the disbursement at any
time, therefore thiswill not penalize changes that have been approved. This changeto theruleisintended to

ensure clarity among borrowers about qualified reimbursements.

Subsectionswere added to the Disbursement and repayment section to expressly stateall required forms to be
submitted. The forms include the MBE, WBE, SBRA reporting. All invoices, canceled checks and proof of
payment are required for disbursement. To conformto standard construction disbursement procedures, WIFA

now requires that the last substantial reimbursement be processed only after all permitsare in place. The last
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substantial reimbursement is defined as 10% of acontract |essthan $1,000,000, 5% for acontract that isgreater

than $1,000,000 but less than $5,000,000, and 2% for a contract that exceeds $5,000,000.

Definitions were added for clarity, and some grammatical changes were also made.

7. A showing of good cause why theruleis necessary to promote a statewide interest if the rule will diminish

apreviousgrant of authority of a palitical subdivision of this state:

Not Applicable.
8. A summary of the economic, small business, and consumer impact:
A. I dentification of this rulemaking
TITLE 18. ENVIRONMENTAL QUALITY

CHAPTER 15. WATER INFRASTRUCTURE FINANCE AUTHORITY OF ARIZONA

ARTICLE 1L MANAGEMENT

ARTICLE 2 CLEAN WATER REVOLVING FUND

ARTICLE 3. DRINKING WATER REVOLVING FUND

ARTICLE 4. OTHER FINANCIAL ASSISTANCE

B. Introduction

The primary purpose of theserulesareto amend the scoring for the drinking water revolving fund to minimize clustering
of many facilities within one class, to clarify standard proceduresin the funding process, and to establish amethod to
break atie score. Article1 addressesthe management by WIFA, and general funding proceduresthat apply to both the
Clean Water Revolving Fund (for wastewater treatment facilities) and the Drinking Water Revolving Fund (for drinking
waterfacilities), Article 2, the Clean Water Revolving Fund. The processfor qualifying and receiving low-interest |loans
fromWIFA for adrinking water facility is contained in Article 3, the Drinking Water Revolving Fund. Article 4 explains
the processfor other financial assi stanceauthorized by ArizonaRevised Statutes (A.R.S.) 49-379, “Water Quality Bonds

as Legal Investments.”

WIFA isapublic financing agency. It does not regulate any consumer or business. Its sole purposeisto provide low-
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interest loans to wastewater treatment facilities, nonpoint source projects, and drinking water facilities for solving
problems that impact the environment and human health. Congress has authorized grant money to be used as col | ateral
for the low-interest loans, thereby creating a state revolving fund. There are two funds. The clean water fund is for
wastewater treatment facilities and nonpoint source projects, and the drinking water fund is for the drinking water
facilities. Although the beneficiaries are different for each fund, the concept of the program remainsthe same, that is, a
priority listisalso created based upon the problem (the moreimmediateimpact on human health, thegreater the problem),
the priority list is used to create an intended use plan which is published and open to public comment. After comments
and corrections are received, the intended use plan is amended to reflect new information. WIFA will then begin to

obligate fundsto the entities which are ready to proceed.

WIFA isaself-supporting agency. It must pay for theadministrative costseither by leveragingloans, or inthecase of the
drinking water fund, it may use up to 4% of the federal grant money for such costs. Each fund requires a state match of
20% to receive the maximum amount of federal grant money for loans. The clean water fund has never received a state
match, therefore its 20% has been generated from loan leveraging. However, WIFA hasheld itsadministrative coststo
2% of the amount loaned. In the case of the drinking water fund, the Arizona legislature authorized $3.4 million for the

20% state match, however, it may not be used for WIFA administrative costs.

WIFA received more than 200 applications from drinking water facilitiesfor itsfirst year to rank and classify their need.
Out of all these facilities, atotal funding need of $242 million has been identified. Based upon the timing of the need,
approximately 168 requested funding in fiscal year 1997-1998, with 13 requesting funding in fiscal year 1998-1999, and
one requesting funds in fiscal year 2001-2002. The sum of 168, 13, and 1 is less than 200 because some applicants
dropped out. WIFA waspleased to beableto fund at |east onefacility in each county in Arizona. WIFA hasthefundsto
assist approximately 68 facilities. However, the facility that rated number 3 in need, will not be ready to proceed within
the next year or two. Dueto this problem, and the need to put the funds to use within 24 months of their appropriation
to WIFA, thisrule now provides criteriafor bypassing a project listed:

1 TheBoard determinesthat substantial progress has not been made on aproject toward being ready to

proceed within 8 months of notification from WIFA that the project is within the fundable range of
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projects for that fiscal year; or
2. The Board determines that the project will not be ready to proceed within the current fiscal year.
WIFA hasfound from experience with wastewater treatment facilitiesthat it often takes 1 to 2 yearsfor afacility tofigure
out how to organize, plan the needs, and beginimplementation. WIFA will work withthefacility, but WIFA understands
that it cannot makeafacility “hurry” therefore, thebypassprocedurewascreated. WIFA al soknowsthat thenumber three
project will befunded assoon asitisready to proceed. Therefore, WIFA doesnot believethat the bypass procedurewill

impact funding in a negative manner.

The requirements added for Bid Document Review, R18-15-110, do not appear to impose a new cost. The requirement
that WIFA review thebid documentsprior totheir rel easeto prospectivebiddersisaproactive step to ensurecompliance
with all Arizona statutes and federal requirements for funding the project. The requirements added to R18-15-111,
Disbursements and Repaymentsplaceacheck on the required documentation, and set astandard for deviationsfromthe
approved reimbursement. If the actual reimbursement is within 10% of the previously approved reimbursement, the
reimbursement will be processed provided the following are included:

certification and signature document,

acost incurred report,

the MBE, WBE, SBRA report,

invoices,

proof of payment.
This procedureshouldhavebeenincludedintherul e, becauseitisastandard reimbursement requirement for any federally

funded project.

Another amendmentisfoundin R18-15-111. Thelast substantial request for construction funds reimbursement may not
be paid until al required facility permitsarein place. The rule defines the last substantial reimbursement as 10% of the
contract amount on acontract lessthan $1 million, 5% for acontract amount greater than or equal to $1 million and less
than $5 million, or 2% of the contract amount which isequal to or greater than $5 million. Thisis not expected to impact

anyoneunlessthefacility hasfailedtoobtainall facility permits, and WIFA should not fund aproject that hasnot received
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al required facility permits. It is not good business to be loaning money to afacility that has not received all permits
(because it may not be in compliance), and federal funding requires compliance with all state and federal laws, or some
demonstration that the funds will bring the facility into compliance. WIFA does not believe this requirement will have
an impact because it will not prevent a project from being funded, it may cause a delay, but it is an appropriate delay.
Worst case, this may extend the time before the last significant payment is made. Even if the construction is done to

correct adeficiency in the system, all permits should be obtained to ensure the deficiency is properly corrected.

The most significant amendment to this ruleisthe restructuring of the classes and the assignment of pointswithin the
classes for the drinking water revolving fund. The scoring for the first project priority list resulted in almost one-half of
thefacilities clustering in Class C, which was the upgrade or rehabilitate existing delivery capability or existing facility
design. This category alone included five types of projects. The projects might be: obtaining a new source of water,
upgrading and rehabilitating the distribution system, upgrading or rehabilitating the storagefacility, or treating thewater
or upgrading the treatment system for the water. WIFA realized that there are so many facilities that have upgrade or
rehabilitation problems, that it seemed most fair to make two categories of Class C. This was done by splitting it into
Classes C and D. Class C isintended to include upgrading or rehabilitating the existing delivery capability or existing
design, but only asaresult of aviolation inthewater system physical plant asdocumented by an ADEQ field engineer.
This will place systemswith documented violations, such as aconsent order, to be classified ahead of systemswithout
adocumented violation. Sincethere is not enough money to fund all systems, WIFA believes this criteriais the most
equitableway todistinguishneedfor upgrading or rehabilitatingthesystem. Thus, ClassD now contai nsthesystemsthat

need to be upgraded or rehabilitated, but not as aresult of adocumented violation.

Within each of the classifications, thebroad class of “ condition of thefacilitiesand sources” was brokeninto acquiring,
rehabilitating or devel opingsources, treatment upgradeor treatment expansi on, upgradingor rehabilitatingthedistribution
system, and upgrading or rehabilitating the storage facility. WIFA took 125 points previously assigned to condition of
facility and sources, and reassigned 140 points as follows:

50 points maximum for acquiring, rehabilitating or developing sources,

30 points maximum for treatment upgrade or treatment expansion,
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30 points maximum for rehabilitating or upgrading the distribution system,

30 points maximum for rehabilitating or upgrading the storage facility.
WIFA determined it reasonable to rank the need for a water source higher than a need for treatment/upgrade of a
distribution system or storage facility. Absent enough water from the current source, the system can never come into
compliance with sufficient water pressure, ability to deliver on an ongoing basis, and it may have some quality issues
(filtration or chemical content). Therefore, the impact from this amendment would be to ensure those systems without
sufficient water receive 50 points. It is probably reasonable to rate the other three conditions with the same number of
points each because each relatesto an element of thefacility that would impact delivery of water. The cumulativeimpact
of afacility without storage capability, an inadequate distribution system, and poor treatment could collectively rateit
over 1 without adequate source water. With the prior point assignment, a system could receive up to 20 pointsfor new
source froma renewabl e source, whereas the amendment allows 30 points for acquiring, rehabilitating, or developing
anew water source. Within the context of the 140 points, the change does not appear to substantially skew the point
assignment.Infact, if thecurrent priority listisrecal culated, it appearsthat most of ClassC, whichisproposed to become
Classes C and D, will probably be funded because many highly ranked facilities cannot be ready to proceed in thisfirst
year. Therefore, the overall impact of specifying the condition of thefacility appearsto better clarify the actual ranking,
yet it does not appear to have prevented anyone in this class from being funded this year.
C. Potential |mpacts on Regulated Industry
WIFA concluded that this rulemaking will impact the following regulated industries:

(1) Drinking Water Facility (A.R.S. §49-371): acommunity water system or anonprofit noncommunity water

system as defined in the Safe Drinking Water Act (P.L. 93-523; 88 STAT. 1660; P.L. 95-190; 91 STAT. 1393;

P.L. 104-182; 110 STAT. 1613) that islocated in Arizona excluding water systems owned by federal agencies.

(2QWastewater Treatment Facility (A.R.S. 8 49-371): afacility as defined in the clean water act, located in

this state which isdesigned to hold, cleanse or purify or to prevent the discharge of untreated or inadequately

treated sewage or other polluted waters for purposes of complying with the Clean Water Act.

(3) Nonpoint Source Project (A.R.S. § 49-371): a project designed to implement a certified water quality

management plan or the nonpoint source program approved by the United States Environmental Protection

Agency pursuant to section 319 of the Clean Water Act.
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Theimpact totheseindustrieswill bein abeneficial manner eventhoughthereisacost. WIFA emphasi zesthat although
acost isassociated with obtaining alow-interest |oan, itisavoluntary programto assist facilitiesthat may otherwisefind
it very difficult, if not impossible, to obtain funding to come into compliance or correct a problem. Specifically, the
regulated industry obtains the low-interest loan from WIFA based upon a need that impacts human health or the
environment. The more immediate adverse affect on human health (e.g. arsenic in the drinking water), the greater the

chanceto receive alow-interest |oan to correct the problem. In other words, WIFA [oans money to correct problems.

Each regulated industry still needs to correct the problem whether funded by WIFA or alendinginstitution. Therefore,
although a cost is incurred by each regulated industry, WIFA believes that the low-interest |oan offers a less costly
solutiontoaproblemthat must becorrected. Thus, thenetimpact upontheregulatedindustriesrepresentsacost-savings

benefit.

D. Socia Impacts

This rulemaking isnot expected to have aquantifiable social cost. Thisisbecausecomplianceby theregulated industry
isnot arequirement for the rule, but goal as aresult of funding “out of compliance” facilities. It is not anticipated that
the rule amendments will add any deadweight-welfare |osses (policy changes that make people worse off), adjustment
costsfor displaced resources, or other businessor market costs. BecauseWIFA doesnot anticipateany typeof reduction
in industry output, deadweight-welfare |osses are expected to be zero, that i's, because no net lossesin consumers’ and

producers’ surplus are anticipated. Finally, this rulemaking will not have an impact on state revenues.

The social costto society (mainly Arizonaresidents) would be principally comprised of real-resource costsincurred by
the regulated community. However, thisis not a regulatory rule that adds new standards, it merely clarifies the point
assessment for quantifyingtheneed of afacility for funds. Compliancewiththe Clean Water Act and Safe Drinking Water
Act isagoal as aresult of the funding from WIFA. Other social costs include costs that will be incurred by WIFA
(implementing agency). WIFA will continueto performitsmission,that is, public financing, however, thisrulewill clarify
procedures and classifying need, thereby enabling WIFA to better inform the affected facilities. Ruledevelopment costs

should not beincluded in an EI'S because they represent sunk costs once arulemaking is effective.
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WIFA expects both direct and indirect social benefits to accrue as a result of the cost-saving benefits. For example,
WIFA'’s ahility to provide low-interest loansto the regul ated entities meansthat construction or repairs previously not
affordable can now be accomplished. Although thismay appear to be new revenue, it isrevenue producing activity that
was already required and not completed dueto alack of resources. Although the cost of funding probably will be passed
onto the beneficiaries, the consumers, in the form of arate increase, this cost should not be considered aresult of this
rulemaking. However, the consumers will benefit by protection of human health and the environment (which was
previously not achievable), aswell aslessof arateincreasethanif funded by aconventional bank. Thishasthepotential

to improve the protection of human health and the environment which is expected to have a positive social impact.

E Anticipated Impacts on Employment, Revenues, and Expenditures

This rulemakingisnot expected toimpact short- or evenlong-run employment, production, or revenues. Thisconclusion
appliestoboth privateand public sectors. Becauseof the natureof thisrulemaking, WIFA expectsinoutput, noincreases
or decreasesin employment, or expenditures. WIFA does not expect any facilities to be funded who might otherwise
would not have been funded, nor doesWIFA expect any facility that would havebeen funded toloseany possibleability
to befunded. The only measurable change from thisruleisthat afacility that wasrankedin Class C, might fall into Class
D if not funded this past year, and if it was a part of a multi-year funded project, it will not automatically be placed in
ClassA. Secondary economic effectson empl oyment and other factors(e.g., city, townandregional areas, energy, capital
availability, and trade), whether they are likely or not to exist, have not been considered inthisEIS. Finally, WIFA does
not expect any administrative burden arising from thisrulemaking Thus, no additional FTEswill berequired asaresult

of this rulemaking.

F. General Impact on Small Businesses and Reduction of Impacts

WIFA isauthorizedto providelow-interest loansonly to small businessesthat aredrinking water facilities. Sincethisrule
is not regulatory in nature, the only evaluation for the general impact on small businessis“How can WIFA reduce any
impacts fromtherule.” WIFA believesthat it already reducesthe potential impact on small businessby providingto each
facility all the research and preparation of information for obtaining a loan. The facility merely fills out a two page

document that identifieswhothey are, what thegeneral perceived needis, and how much money isrequested (theamount
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of money isinitially optional, because WIFA will help generatethat figure). Then WIFA researchesthe demographics of
therevenue baseto determinethefacility’ sability torepay theloan, andit providestechnical assistanceto helpdesigna
cost-effective solution. After a solution has been selected and an amount determined, WIFA assists with any voter
authorization, for example, ballot preparation and public notice. Upon receipt of voter authorization, the project is most
likely “ready to proceed.” Therefore, WIFA is available throughout the process to assist a facility especially a small

business facility that has never taken on this kind of project.

WIFA’srevolving fund istargeted to help small businessesand small communities, becausethose entitiestend to have
the smallest user base and as a result have not been able to upgrade or rehabilitate their system. Therefore the general
impact isagreater availability to affordable loansfor improving drinking water facilities. Wastewater treatment facilities
are owned and operated by political subdivisions and therefore excluded from this section.

G Alternative Rulemaking Provisions

WIFA hasthe ability to reduce impacts on political subdivisions by forgiving the principal on loans from the drinking
water revolving fund. It would be helpful if WIFA could provideforgivable principal to the private sector drinking water
facilities, however the Arizona Constitution does not allow subsidy by government to the private sector. Therefore,

forgivable principal asareduced impact on small businessis not alawful alternative.

WIFA hastheahility to passadministration costsfor thelow-interest loansonto theregulated entity. To reduceimpacts
to small business, WIFA currently sharestheadministrative costsespecially with small businesses. WIFA could absorb
al administrativecosts, however, WIFA isexpressly limited to 4% of theaggregate of federal capitalizationgrants(A.R.S.
§ 49-374(A)(4), and the 43rd Legislature disallowed the 1997 appropriation to be used for administering the fund).

Therefore, WIFA may not legally absorb all administrative costs to reduce the impact on small business.

WIFA hasdesigned aone page application to specifically assist small businesses. WIFA hasalso reduced theimpact of
providing information for obtaining aloan specifically to assist small businesses, thereby creating alevel playingfield
for al applicants. For example, if the city of Phoenix applied for aloan, it would probably have information about the

median household income, statistics on demographics and other information readily available to inform WIFA of their
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community. To maintain alevel playing field during the application process, WIFA obtains all statistical information,
demographic information, and any other public information for the applicant, thereby minimizing the effort on small

businesses and small communities.

l. The probabl e costs and benefits to the political subdivisions directly affected.

Thepolitical subdivisionsdirectly affectedincludewastewater treatment faciliti es, nonpoint sourceprojects, anddrinking
water facilities. These facilities are impacted in the same manner as small businessin that they can now solve problems
with lower interest loanswhich meansabenefit to their ratepayers. Inthe case of apolitical subdivisionthat may receive
alow-interest loan from the drinking water revolving fund, WIFA may forgivetheprincipal (seethe Safe Drinking Water
Act). Forgivable principal is done in the form of negative interest. The cost from this decision is a reduction in the
revolving fund, but the benefit is expected to be improved compliance and continued operation and mai ntenance of the
system. WIFA does not intend to depletetherevolving fund by loaning it out and thenforgiving all the principal. WIFA
intendsto use this option in the instance that it can benefit the facility long term and without a negative impact on the

fund.

J The probable cost-benefit to government agencies.

The Arizona Corporation Commission (ACC) is minimally affected by these rules because the private drinking water
facilities must request arate increase fromthe ACC to ensure payment of theloan. However, WIFA believesthisto be
aminimal impact because ACC istrying to streamline the approval process, and political subdivisions must have voter
or petitioner authorization to go into debt, therefore the same type of a process exists for any facility that enters an

agreement to borrow and repay |ow-interest loans with WIFA.

K. Data limitations and methods employed to attempt to obtain dataif adequate data were not available.

WIFA knowsthe universe of drinking water facilities because they must submit information about thefacility to ADEQ.
It is estimated that there are 1800 drinking water facilities of which 49 are small businesses. WIFA was able to mail
personal invitations to each known facility for the workshops and the oral proceedings. Due to the attendance of more

than 400 people, it is believed that alarge number of facilities were reached regarding this rulemaking. Most data were
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obtained by inquiry of thepeopl einvitedtotheworkshops, theref orearepresentativesampl eisbelievedtohavebeen used
for making decisions regarding this rulemaking. However, no data were provided to WIFA from any regul ated industry

regarding additional costs as aresult of these changes.

L. The probable benefits outweigh the probabl e costs.

This rulemakingisatypical for agovernment agency, becausemost government agenciesareinthebusinessof education,
compliance, and enforcement. A goal of WIFA isto providelow-interest loans, whichwill inall casestrigger anincreased
rate for the consumer, however, it is believed that the rate will be lower than could have been achieved by any other
alternative method except agrant. Thisrulemaking amendsthelow-interest |oan program, therefore arateincreaseisnot
expected due to these rules. Replenishment of the fund is necessary to continue the loan program. The Safe Drinking
Water Act does allow for upto 15% of the grant money received from Congressto be used in agrant manner. WIFA will
endeavorto match thismoney to recipientswho areableto receiveand usethemoney immediately. The15%isaset aside
only for drinking water facilities that supply water to fewer than 10,000 people. Therefore, it is alimited grant. At this
time, there are very few other grants being given, therefore it is believed this program’ s benefits outweigh the costs.

9. A description of the changes between the proposed rules, including supplemental notices, and final rules:

Duetotheamendmentsin the proposed rule, that isthe underlineand strikeout, all changes made after proposal
and prior to thefinal rulemaking are noted in bold.

ISSUE: WIFA on its own determined that a definition of MBE, WBE, SBRA Reporting would be hel pful to the
reader.

CONCLUSION:  R18-15-101 was amended asfollows:

29, “MBE, WBE, SBRA Reporting” means identifying and documenting ivhrerity-Owned-Btsiesses;

Areaeach minority business

enter prise, women owned business enterprise, and small businessin a rural area that-participate

participatesin a contract funded in whole or in part by WIFA.

ISSUE: WIFA on its own determined that the usage of “service area” within the rule needed a definition.
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CONCLUSION:  R18-15-101 was amended by adding the following definition:

38. “Service area’” _means the area within a municipality’s boundaries, or the boundaries of a

municipal, sanitary, irrigation, or _county improvement district (for wastewater treatement or

drinking water facilities), or isthe area served by either a public service corporation (as defined

in Article 15, Section 2 of the Arizona Consgtitution) or a homeowner s association.

ISSUE: WIFA onits own determined that Class C, violations of the physical plant should be documented by

an ADEQ field engineer.

ANALYSIS Some, but not all violationsof the physical plant arebrought totheattention of ADEQ. WIFA

believes that violationsrequiring ADEQ’ s attention deserve a higher priority. Therefore, the notation that the

violationbedocumentedby ADEQ (seethebol d, underlinedlanguage) wasadded to screen out minor violations.

CONCLUSION:  The amendment to R18-15-305(E) isin bold below:

R18-15-305. Drinking Water Revolving Fund Priority Classes

E Class C -- The Board may designate aproject as Priority Class Cif thegoal of the project isto upgrade
or rehabilitate existing delivery capability or existing facility design in accordance with the Safe

Drinking Water Act Amendments for all drinking water facilities that have violations in the water

system physical plant as documented by an ADEQ field engineer.

ISSUE: WIFA on its own determined that the point assignment for thedistribution system, hydropneumatic
tank, and the storage facility wasinconsistent with other point assignments.

ANALY SIS: The general rulefor point assignment is to give the most pointsto serve an existing service area
and the fewest points or no points for growth. Therefore, R18-15-306 subsections (C), (D), (E) and (F) are
amended in the following ways.

Federal funding for the Drinking Water Revolving Fund is not to be used for any growth and development.
Growth and devel opment means an areawhere property hasnot been devel oped and isnot apart of theexisting
service area. It isacceptable to assist systemsthat were underbuilt, that isthey were not designed to provide

serviceto theexisting service area. It is also acceptableto assist asystem that expandsitsserviceareato help
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an adjacent areathat is already populated to improve their water delivery system. For example, some service
areas expand because their neighbors are hauling water, when they are able to pipewater tothem. However, it
is not acceptable to use federal funds for growth and development, that is an area that is not populated.

Therefore, 5 pointsthat was previously assigned for growth is now reduced to zero.

Subsections (C), (D), (E), and (F) were also amended to remove any reference to “current growth”, and the
modifier “future” from growth. This resultsin only onereferenceto “ growth.” Current growth wasintended to
address growth within the area of the Certificate of Convenience and Necessity, however, WIFA believesthat
the service to the existing serviceareaincludeswhat waspreviously referredtoas* current growth.” Review of
this section revealed a misuse of the term “method.” In most cases, method was used for the word “item”,
therefore, “method” has been deleted from each subsection except for R18-15-306(D). WIFA discovered the
same term was described in two different ways, that is“ current service area’ and “existing service area’ were
used to meanthe samething. All referencesto“ current servicearea’ have been amendedto us* existing service
ared’.

CONCLUSION:  R18-15-306(C), R18-15-306(D), R18-15-306(E), and R18-15-306(F) were amended as

follows:

tipgradeorrehabiitate Acquiring, Rehabilitating, or Developing Sourcesof adrinking water facility

(ARD) --the The Board shall award €FS ARD points up to amaximum of 25 50 points as follows:
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20 pointsto secure at |east 51% of new eligible source capacity with arenewable source or
10paintsto secureat least 51% of new eligible source capacity with anon-renewabl e source.
2. Acquire, rehabilitate, or develop awater source to serve the following for a maximum of 30

points asfollows:

a 30 points teserve edr+ent for an existing service area because the current source

is contaminated or depleted.

b. 15 points te—serve for an expanded service area because the new area has
contaminated or insufficient water.
C. 5 0 points te-servefuture for growth.

Treatment Upgrade(either surface water or ground water but not both) or Treatment Expansion

|

(excluding Upgrade and Expand) (TUE) -- The Board shall award TUE points up to a maximum of 30

points as follows:

1 Treatment Upgrade of either surface or ground water by 1 of thefollowing methodsfor atotal

of 30 points:

a Upgrade surface water by 1 of the following methods:

L 30 pointsfor treatment of micro-organisms.

il. 20 points for treatment of chemical constituents that would be harmful if

people are exposed to them.

10 points for treatment of chemical constituents that are not harmful if

people are exposed to them.

[=

Upgarade ground water by 1 of the following methods:

L 30 points for treatment with chlorination.
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20 points for treatment of chemical constituents that would be harmful if

people are exposed to them.

10 points for treatment of chemical constituents that are not harmful if

people are exposed to them.

Distribution System (DS) -- The Board shall award DS points up to a maximum of 30 points by-3-of

thefeHowine methods as follows:

1

[N

[0

Approved by GRRC Council

30 points maximum for rehabilitation, replacement, or repair of existinglineswith inadequate

line size or inadequate pressure by-+ofthefeltowiraas follows: methoeds

a 30 points for servieeto an existing service area.
b. 25 points for servieeto an expanded service area where the new area has poor
quality water.

€c. 50 points fer-servicefor-futdte for growth.

30 points maximum for the rehabilitation, replacement, or repair of existing lines by-+-of-the

feewinemethods asfollows:

a 30 pointsfor leaks.

b. 25 points for wrong materials or inadequate design.

20 points for insufficient depth of lines.

I©

25 points maximum for the installation of new lines by-3-of-thefoHowing metheds as

follows:

a 25 pointsto install new linesto loop an existing service area.

b 25 points to install new lineste-serviee for an existing service area.

C. 20 points to install new lineste-serviece for an expanded service area because the

new area has poor quality or no water.

ed. 50 pointsto install new linesto-servieefutdre for growth.
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30 points maximum to rehabilitate, replace, or repair a hydropneumatic tank asfollows.

a 30 points for a hydropneumatic tank that serves an existing service area.

eb. 20 points for a hydropneumatic tank that serves an expanded service area.

Storage Facility (SF) --The Board shall award SF points up to a maximum of 30 points +-ef-the

feewineimethods as follows:

1

2

[«

30 pointsfor no storage.

25 points maximum to rehabilitate storage or inadequate storage or inadequate pressure

YotthefoHowingmethodsas follows:

a 25 points for inadequate design of the storage facility.

b. 20 points for servieeto an existing service area.

C. 15 points for servieeto an expanded service area because the new area has poor
quality water.

ed. 50 points fer-servicefor-futtre for growth.

25 points maximum for expanded storage by-1-of-thefeltowinernethodsas follows:

a 25 points for servieeto an existing service area.
b. 20 points for servieeto an expanded ser vice area because the new area has poor
quality water.

ekc. 50 points fer-servicefor-futtre for growth.

ISSUE: WIFA in conjunction with the GRRC Staff made the following corrections to enhance the clarity of

therule.

CONCLUSION: R18-15108(E), R18-15-110, R18-15-111, R18-15-206(K), R18-15-207(B), R18-15

304(G), R18-13-306(K), R18-15-307(B), R18-15-403(C) were amended as follows:

Approved by GRRC Council

24 June 2, 1998



R18-15-108(E)

E The Board shall bypass a project within a fiscal year and offer funding to the next highest ranking

project on the project priority list if either ere 1 of the following occurs:

R18-15-110

To ensure compliance with all Arizonastatutes and federal requirementsfor funding the project, the applicant

shall submit bid documents for review and comment by the Authority prior to the+eteastg r elease of the

documents to prospective bidders or contractors.

R18-15-111(A)

antHhedrredprojectexpenses: BisbutsementTheAuthority shall honor disbursement requestsif the

disbursements are consistent with the financial assistance agreement andthey-arewithin 10 pereent

% oftheprojectdollar disbursement schedul eagreedto by both partiesat thebeginning of thecontract,

or the amended schedul e based upon prior Board approval.

R18-15-111 (E), (F)

E Each disbursement request st shall include copies of invoices, canceled checks, or some other

doeeument documentste that show proof of payment.

E The Authority shall not processthelast substantial reimbursement request for construction funds
reimbursement shattretbeprocessed for payment until all required facility permits are in place. The
last substantial reimbursement request is defined asfollows:

R18-15-206

K. After scoring within each class,the Boar d shall ranktied scoresshattbetankedby placingthelowest
cost effectivenessratio project above all other tied projectsin the class. The cost effectivenessratio
means the project dollars per benefitting connection.

R18-15-207(B)

2, All contracts, subagreements, and force account work are consistent with the Arizona Procurement
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Code, A.R.S. §841-2501¢etseq: Title 41, Chapter 23.

R18-15-304(G)

G. The Board shall make additions or modifications to the Priority List when at 1 or more of the
following conditions erets ar emet:

R18-15-306(K)

K. After scoring within each class, theBoar d shall r anktied scoresshatberanked by placing thelowest

cost effectiveness ratio project above all other tied projectsin the class. The cost effectivenessratio

means the project dollars per benefitting connection.

R18-15-307(B)

2. All contracts, subagreements, and force account work are consistent with the Arizona Procurement

Code, A.R.S. §841-2501¢et=seq Title 41, Chapter 23.

R18-15-403(C)

2, All contracts, subagreements, and force account work are consistent with the Arizona Procurement

Code, A.R.S. §841+-250%etseaTitle 41, Chapter 23.

ISSUE: WIFA in conjunction with the GRRC Staff found that “may” was used in a requirement for project
construction, which was inconsistent with the Clean Water Revolving Fund requirement.
CONCLUSION:  R18-15-207 was amended asfollows:

A. WIFA-may shall withhold all construction funding until the Department issues an approval to

construct for the applicant.

ISSUE: WIFA onits own discovered that the section title for R18-15-107 did not match thetitle found in the
text of therule. Thetitlein the table of contentsreads“Environmental Review Process”, whereasthe
title in the text of the rule reads “ Environmental Review.”

CONCLUSION: Thetitlein the table of contents was amended as follows:

R18-15-107. Environmental Review Proeess

Approved by GRRC Council 26 June 2, 1998



10.

11.

12.

13.

14.

A summary of the principal comments and the agency response to them:

There were no written or oral comments received for this rulemaking. The changes made after the rule was

proposed came about during discussions by the WIFA staff with the Region I X EPA and the Board.

Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule

or classof rules. Not applicable.

Incor porations by reference and their location in therules.  Not applicable.

Wastherule previoudy adopted as an emergency rule? No.

Thefull text of therulesfollows:
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TITLE 18 ENVIRONMENTAL QUALITY

CHAPTER 15. WATER INFRASTRUCTURE FINANCE AUTHORITY OF ARIZONA

ARTICLE 1. MANAGEMENT

R18-15-101. Definitions

R18-15-107. Environmental Review Proeess
R18-15-108. Readinessto Proceed
R18-15-110. Bid Document Review
R18-15-110 R18-15-111. Disbursements and Repayments
R18-15-111 R18-15-112, Administration

Ri6-15-112 R18-15-113. Disputes

ARTICLE 2. CLEAN WATER REVOLVING FUND

R18-15-201. Types of Financial Assistance Available

R18-15-202. Eligibility Regquirementsfor Financial Assistance
R18-15-204. Clean Water Revolving Fund Priority List

R18-15-206. Clean Water Revolving Fund Priority List Ranking Criteria
R18-15-207. Project Construction

ARTICLE 3. DRINKING WATER REVOLVING FUND

R18-15-304. Drinking Water Revolving Fund Priority List

R18-15-305. Drinking Water Revolving Fund Priority Classes

R18-15-306. Drinking Water Revolving Fund Priority List Ranking Criteria
R18-15-307. Project Construction

ARTICLE 4. OTHER FINANCIAL ASSISTANCE

R18-15-403. Project Construction
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TITLE 18 ENVIRONMENTAL QUALITY
CHAPTER 15. WATER INFRASTRUCTURE FINANCE AUTHORITY OF ARIZONA
ARTICLE L MANAGEMENT

R18-15-101. Definitions

No Change

1 No Change
2. No Change
3. No Change
4, No Change
5. No Change
6. No Change
7. No Change
8. No Change
9. No Change

10. No Change
11 No Change
12, No Change
13. No Change
14. No Change
15. No Change
16. No Change
17. No Change
18. No Change
19. No Change
20. No Change
21. No Change

22. No Change
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23.

24.

25.

26.

21.

28.

3631
3132

3233.

No Change
No Change
No Change
No Change
No Change
No Change
a No Change
b. No Change
C. No Change
d. No Change

“MBE, WBE, SBRA Reporting” means identifying and documenting each minority business enterprise,

women owned business enterprise, and small businessin arural areathat participatesin a contract funded in

wholeor in part by WIFA.

No Change
No Change
No Change
No Change
No Change
No Change
No Change
No Change

“Service area” means the area within amunicipality’ s boundaries, or the boundaries of a municipal, sanitary,

irrigation, or county improvement district (for wastewater treatement or drinking water facilities). or isthe

area served by either apublic service corporation (as defined in Article 15, Section 2 of the Arizona

Constitution) or_a homeowners association.

No Change

No Change
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3941

No Change

R18-15-107. Environmental Review

A.

B.

No Change

No Change

1 No Change

2. No Change

3. No Change

No Change

1 No Change

2. No Change

3. No Change

4. No Change

5. No Change

6. No Change

No Change

No Change

1 No Change

2. No Change

3. No Change

4. No Change
a No Change
b. No Change
C. No Change
d. No Change

5. No Change

6. No Change
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F. No Change

1 No Change
a No Change
b. No Change
C. No Change
d. No Change
2. No Change
G. No Change
1 No Change
2. No Change
a No Change
b. No Change
C. No Change
d. No Change
3. No Change
4. No Change
a No Change
b. No Change
C. No Change
d. No Change
e A determination of consistency with the Certified Water Quality Management Plan, if
applicable.
f. No Change
H. No Change
I No Change
J. No Change
1 No Change
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2. No Change
3. No Change
4, No Change
5. No Change
6. No Change
R18-15-108.  Readinessto Proceed
A. No Change
B. No Change
1 No Change
2. No Change
a No Change
i No Change
ii. No Change
iii. No Change
iv. No Change
b. No Change
3. No Change
a No Change
b. No Change
4, No Change
a No Change
b. No Change
5. No Change
a No Change
b. No Change
6. No Change
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a No Change

b. No Change
No Change
No Change

The Board shall bypass a project within afiscal year and offer funding to the next highest ranking project on

the project priority list if either 1 of the following occurs:

1 The Board determines that substantial progress has not been made on a project toward being ready

to proceed within 8 months of notification from WIFA that the project iswithin the fundable range

of projectsfor that fiscal year; or

[N

The Board determines that the project will not be ready to proceed within the current fiscal year.

R18-15-110. Bid Document Review

To ensure compliance with all Arizona statutes and federal requirements for funding the project, the applicant shall

submit bid documents for review and comment by the Authority prior to the rel ease of the documents to prospective

bidders or contractors.

R18-15-116R18-15-111. Disbursementsand Repayments

|

thedrred-projectexpenses. The Authority shall honor disbursement requestsif the disbursements are

consistent with the financial assistance agreement and within 10% of the project dollar disbursement

schedul e agreed to by both parties at the beginning of the contract, or the amended schedul e based upon prior

Board approval.

No Change
No Change

Each disbursement request shall be on the forms provided by the Authority. Each disbursement request shall

include a certification and signature document, a cost incurred report, and aMBE, WBE, SBRA report. All

disbursement forms shall be completely filled out before the disbursement can be processed by the Authority.
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E Each disbursement request shall include copies of invoices, canceled checks, or other documents that show
proof of payment.

E The Authority shall not process the last substantial reimbursement reguest for construction funds
reimbursement for payment until all required facility permits arein place. The last substantial reimbursement
request is defined asfollows:

1 10% of the contract amount on a contract less than $1,000,000;

2. 5% of the contract amount on a contract greater than or equal to $1,000,000 and less than

3. 2% of the contract amount on a contract greater than or equal to $5,000,000.
R18-15-111 R18-15-112. Administration

A. No Change

B. No Change

R18-15-+12 R18-15-113. Disputes

A. No Change

B. No Change

C. No Change
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ARTICLE 2. CLEAN WATER REVOLVING FUND

R18-15-204. Clean Water Revolving Fund Priority List

A. No Change

B. No Change

C. No Change

D. No Change

E No Change

F. No Change

G. TheBoard shall make additions or modifications to the Priority List when 1 or more of the following

conditions are met:

1 The project meetsthe criteriafor Priority Class A specified in R18-15-205(B).
2. Funds are available to cover the cost of the project and to honor funding commitments made to
other projects or needed to support financial arrangements made to sell bonds for the state match.
3. The additions or modifications are made by the Board at a public meeting.
4, Additional funds are made available.
H. No Change
1 No Change
2. No Change
3. No Change
4, No Change
l. No Change
R18-15-206. Clean Water Revolving Fund Priority List Ranking Criteria
A. No Change
B. No Change
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1 No Change
2. No Change
3. No Change
4, No Change
C. No Change
1 No Change
2. No Change
3. No Change
4. No Change
5. No Change
6. No Change
7. No Change
D. No Change
1 No Change
2. No Change
3. No Change
4. No Change
5. No Change
E No Change
1 No Change
a No Change
b. No Change
C. No Change
d. No Change
2. No Change
F. No Change
1 No Change
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2. No Change
3. No Change
G. No Change
1 No Change
a No Change
b. No Change
C. No Change
d. No Change
e No Change
2. No Change
a No Change
b. No Change
C. No Change
3. No Change
a No Change
b. No Change
C. No Change
4, No Change
a No Change
b. No Change
C. No Change
H. No Change
1 No Change
2. No Change
3. No Change
4, No Change
l. No Change
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1 No Change

2. No Change

3. No Change

4, No Change
J. No Change

After scoring within each class, the Board shall rank tied scores by placing the lowest cost effectiveness ratio

I~

project above all other tied projectsin the class. The cost effectiveness ratio means the project dollars per

benefitting connection.

R18-15-207. Project Construction

A.
WIFA shall withhold all construction funding until the Department issues an approval to construct for the
applicant.
B. No Change
1 No Change
2, All contracts, subagreements, and force account work are consistent with the Arizona Procurement

Code, A.R.S. §841-2561Title 41, Chapter 23.

3. No Change
a No Change
b. No Change
i No Change
ii. No Change
iii. No Change
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iv.
V.
Vi
C. No Change
1 No Change
2. No Change
D. No Change
1 No Change
2. No Change
3. No Change
4, No Change
E No Change
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ARTICLE 3. DRINKING WATER REVOLVING FUND

R18-15-304. Drinking Water Revolving Fund Priority List

A. No Change
B. No Change
C. No Change
D. No Change
E No Change
F. No Change
G. TheBoard shall make additions or modifications to the Priority List whenat 1 or more of the following

conditions are met:

1 No Change

2. No Change

3. Additional funds are made available
H. No Change

1 No Change

2. No Change

3. No Change

4. No Change
l. No Change

R18-15-305. Drinking Water Revolving Fund Priority Classes

A. No Change

B. No Change
1 No Change
2. No Change
3. No Change
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4, No Change

5. No Change

Class A: Continuing Construction Projects -- In addition to R18-15-305(B), the Board may designate a
project as Priority Class A if the project received funding in a prior fiscal year, the Board entered into a multi

fiscal year funding commitment with the applicant, the Board designated the project as Priority Class A,

Priority Class B, or Priority Class C in aprior fiscal year, and the project received at |east 20 points under

R18-15-306(E) R18-15-306(H).

No Change

1 No Change
2. No Change
3. No Change
4, No Change
5. No Change

Class C -- The Board may designate a project as Priority Class C if the goal of the project isto upgrade or
rehabilitate existing delivery capahility or existing facility design in accordance with the Safe Drinking Water

Act Amendmentsfor all drinking water facilities that have violations in the water system physical plant as

documented by an ADEQ field engineer.

ClassD -- The Board may designate a project as Priority Class D if the goal of the project isto upgrade or

rehabilitate existing delivery capability or existing facility design in accordance with the Safe Drinking Water

Act Amendments for all drinking water facilities that require rehabilitation or upgrades that are not a result

of violations.
Class BE -- The Board may designate a project as Priority ClassBEif the goal of the projectisto
consolidate or regionalize service of previously separate drinking water facilities.

ClassEF -- The Board may designate a project which does not receive a designation ptrstant-to-stbsections

By-threugh(F) of Class A through ClassE, as Priority ClassEF.

R18-15-306. Drinking Water Revolving Fund Priority List Ranking Criteria
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A. The Board shall rank projects within priority classes using priority values obtained from the following

formula:

PV = HC+€FSARD + TUE + DS+ SF + LFC + PYF + CR where:

PV = Priority Vaue
HC=  Hedth Criteria
ro e Condi € Feeititi L

ARD = Acquiring, Rehabilitating, or Developing Sources

TUE= Treatment Upgrade or Treatment Expansion

DS= Distribution System

= Storage Facility

LFC= Loca Fiscal Capacity
PYF= Prior Year Funding

CR=  Consolidation and Regionalization

B. No Change
1 No Change
2. No Change
3. No Change
4, No Change

tipgradeorrehabiitate Acquiring, Rehabilitating, or Developing Sources of adrinking water facility (ARD)

--—the The Board shall award €FS ARD points up to a maximum of 425 50 points as follows:
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20 paints to secure at least 51% of new eligible source capacity with arenewable source
or 10 pointsto secure at least 51% of new eligible source capacity with a non-renewable
source.

2. Acquire, rehabilitate, or develop awater source to serve the following for a maximum of

30 points as follows:

a 30 points for an existing service area because the current source is contaminated
or depleted.
b. 15 points for an expanded service area because the new area has contaminated or

insufficient water.

[ 0 points for growth.

Treatment Upgrade(either surface water or ground water but not both) or Treatment Expansion

|

(excluding Upgrade and Expand) (TUE) -- The Board shall award TUE points up to amaximum of

30 points as follows:

1 Treatment Upgrade of either surface or ground water by 1 of the following methods for a

total of 30 points:

a Upgrade surface water by 1 of the following methods:

i 30 points for treatment of micro-organisms.

20 points for treatment of chemical constituents that would be harmful

if people are exposed to them.

10 pointsfor treatment of chemical constituents that are not harmful if
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people are exposed to them.

b. Uparade ground water by 1 of the following methods:
L. 30 points for treatment with chlorination.
il 20 points for treatment of chemical constituents that would be harmful
if people are exposed to them.
i, 10 pointsfor treatment of chemical constituentsthat are not harmful if
people are exposed to them.
E Distribution System (DS) -- The Board shall award DS points up to a maximum of 30 points as
follows:
1 30 points maximum for rehabilitation, replacement, or repair of existing lineswith
inadequate line size or inadequate pressure as follows:
a 30 pointsfor an existing service area.
b. 25 points for an expanded service areawhere the new area has poor quality water.
C. 0 points for growth.
2. 30 points maximum for the rehabilitation, replacement, or repair of existing lines as
follows:
a 30 pointsfor leaks.
b. 25 points for wrong materials or inadequate design.
C. 20 points for insufficient depth of lines.
3. 25 points maximum for the installation of new lines as follows:
a 25 pointsto install new linesto loop an existing service area.
b 25 pointsto install new lines for an existing service area.
C. 20 pointsto install new lines for an expanded service area because the new area
has poor quality or no water.
d. 0 pointsto install new lines for growth.
4, 30 points maximum to rehabilitate, replace, or repair a hydropneumatic tank as follows.
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b. 20 points for a hydropneumatic tank that serves an expanded service area.

|m

Storage Facility (SF) --The Board shall award SF points up to a maximum of 30 points as follows:

1 30 pointsfor no storage.

25 points maximum to rehabilitate storage or inadequate storage or inadequate pressure as

follows:
a 25 points for inadequate design of the storage facility.
b. 20 pointsfor an existing service area.
C. 15 points for an expanded service area because the new area has poor quality
water.
d. 0 points for growth.
3. 25 points maximum for expanded storage as follows:
a 25 pointsfor an existing service area.
b. 20 points for an expanded service area because the new area has poor quality
water.
c. 0 pointsfor growth.
BG. NoChange
1 No Change
a No Change
b. No Change
C. No Change
d. No Change
e No Change
2. No Change
a No Change
b. No Change
C. No Change
3. No Change
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a No Change

b. No Change
C. No Change
4, No Change
a No Change
b. No Change
C. No Change
EH. No Change
1 No Change
2. No Change
3. No Change
4, No Change
FlL. No Change
1 No Change
2. No Change
3. No Change
4. No Change
aJ. No Change
K. After scoring within each class, the Board shall rank tied scores by placing the lowest cost effectivenessratio

project above all other tied projectsin the class. The cost effectiveness ratio means the project dollars per

benefitting connection.

R18-15-307. Project Construction

A.
has-condueted-an-on-sitetrspeetion-WIFA shall withhold all construction funding until the Department
issues an approval to construct for the applicant.

B. No Change
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1 No Change

2, All contracts, subagreements, and force account work are consistent with the Arizona Procurement

Code, A.R.S. §841-2561Title 41, Chapter 23.

3. No Change
a No Change
b. No Change
i No Change
ii. No Change
iii. No Change
iv. No Change
V. No Change
Vi. No Change
C. No Change
1 No Change
2. No Change
D. No Change
1 No Change
2. No Change
3. No Change
4, No Change
E No Change
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ARTICLE 4. OTHER FINANCIAL ASSISTANCE

R18-15-403. Project Construction

A. No Change

eonduetedanon-sitetnspectton:If applicable, WIFA shall withhol dall constructionfundinguntil theDepartment

issues an approval to construct for the applicant.

C. No Change
1 No Change
2. All contracts, subagreements, and force account work are consistent with the Arizona Procurement

Code, A.R.S. §841-2561Title 41, Chapter 23.

3. No Change
a No Change
b. No Change
i No Change
il No Change
iii. No Change
iv. No Change
V. No Change
Vi. No Change
D. No Change
1 No Change
2. No Change
E. No Change
1 No Change
2. No Change
3. No Change
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4, No Change

F. No Change
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