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INTRODUCTION

The Oklahoma Water Resources Board (the “OWRB”) hereby submits the Annual Report for the
period of July 1, 2001 through June 30, 2002 (herein referred to as “FY 02”). The federal Clean
Water Act (the “CWA”) requires the OWRB to report on the Clean Water State Revolving Fund
(the “CWSRF”) activities on an annual basis. This report describes: 1) how the OWRB has met the
goals and objectives for the fiscal year as identified in the FY 02 Intended Use Plan (“IUP”), 2) the
actual use of funds, and 3) the financial position of the CWSRF.

The OWRB has agreed to submit this annual report to the Environmental Protection Agency
(EPA) prior to October 1, 2002 or within 90 days from the end of the program fiscal year. In
addition, Oklahoma Statutes require an annual report be submitted to the Governor and
Legislature within 120 days of the end of the state fiscal year or prior to November 1, 2002. This
annual report is intended to fulfill both the federal and state requirements.

EXECUTIVE SUMMARY

During FY 02 Oklahoma’s CWSRF committed approximately $56.3 million in financial assistance
in direct construction and refinancing loans to 16 of 23 proposed projects listed on the FY 02 IUP
and in increases of existing loans for wastewater treatment and collection system construction
projects. Of this amount, over $49.6 million was reported to EPA’s National Information
Management System (NIMS) as new construction loan commitments or adjustments and
approximately $570,000 was reported as adjustments for FY 01 loan commitments (see Exhibit 1).
CWSRF refinancing loans were excluded from the NIMS report, as those loans represent
refinancing of CWSRF interim construction loans that were previously counted. The OWRB
continues to provide technical assistance to those seven communities listed on the IUP who failed
to receive a loan commitment during the reporting period.

Annual average funding for construction loans reportable to NIMS has averaged $29.7 million per
year since 1990. Assistance provided during the year exceeded the annual program average by
over $19.9 million. As in past years, many of the direct loans in FY 02 were a result of enforceable
orders issued by the Oklahoma Department of Environmental Quality (the “ODEQ”). The
program’s cumulative federal return on investments (through annual capitalization grants), since
the program’s inception, to the OWRB is approximately $2.00 for every federal dollar expended.

Long-term and short-term goals established in the FY 02 |IUP were accomplished or are in
progress. Goals and accomplishments, as well as other program initiatives and highlights are
included in Section IV. Goals and Accomplishments; Section V. Program Financing Activities and
Grant Conditions; and Section VI. Intended Use Plan — Status and Changes. During FY 02 the
CWSREF...

& Approved sixteen (16) construction and refinancing loan commitments listed on the FY 02
Project Priority List to protect, maintain and improve waters of the State towards the
“fishable/swimmable” goals of the Clean Water Act

& Made binding commitments for eleven (11) new loans, totaling $42.1 million, in
wastewater construction for communities discharging to priority stream segments
identified as threatened or impaired on Oklahoma’s “303(d) list.”

é Provided $11.2 million in affordable financing to Oklahoma’s small communities, totaling over
104 percent of the FY 02 federal capitalization grant

¢ Issued $29 million in “AA” rated revenue bonds to provide loan funds for projected needs, a
first for the Oklahoma CWSRF program (see Exhibit 14 for a description of the CWSRF
revenue bond issue)
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& Approved a $39,280 “Hardship Grant for Rural Communities” to the town of McCurtain, to be
combined with several financing sources, for the construction of a new collection system

6 Provided loan interest rate subsidies of 0.084% to 1.978% below market rate to assist the
State in meeting its clean water funding needs.

Started construction during the year on a record fifteen projects totaling over $75 million
Completed construction during the year on twelve projects totaling $46 million

Continued stream sampling, through Oklahoma’s Beneficial Use Monitoring Program, to
evaluate stream water quality improvements generated through previously funded CWSRF
projects

Oklahoma received its Federal FY 02 Capitalization Grant award in the amount of $10,770,705 on
April 24, 2002. The required 20 percent state matching funds ($2,154,141) were made available,
by the OWRB, through the issuance of CWSRF Series 2001 State match notes on April 11, 2001.
The Series 2001 State match notes, totaling $4,345,000, provided FY 01 matching funds, closing
costs, as well as an overmatch to provide FY 02 matching funds. A description of this note issue
was included in the FY 2001 Intend Use Plan and Annual Report. To date, the OWRB has
successfully provided all of the necessary state matching funds for each federal clean water
capitalization grant awarded. Interest and investment earnings from the CWSRF are pledged to
repay this state match debt obligation.

The OWRB makes disbursements from the CWSRF for eligible CWSRF activities for the following
sources: 1) federal capitalization grant and state matching fund accounts (“1% round funds”); 2)
recycled funds in the CWSRF corpus from principal repayments of CWSRF loans (“2™ round
funds”); 3) interest earnings on loans and investment earnings on the fund (“interest and
investment earnings”); and 4) leveraged funds generated from the sale and issuance of revenue
bonds (“leveraged funds”).

Disbursements from 1% round federal and state matching fund accounts provided over
$16,866,344 in financial assistance to interim construction loans. An additional $17,231,828 was
disbursed from the 2™ round account to cover eligible project construction costs, and $5,489,906
from CWSRF leveraged funds, bringing the total construction disbursements to $39,588,078.
Other cash disbursements included $7,184,776 for long-term refinancing loans, $2,434,940 for
principal and interest payments on the 2001 state match notes, $723,460 for interest on the 2001
CWSREF revenue bonds, administrative fee disbursements totaled $141,034 and trustee bank fees
of $3,160. All FY 02 disbursements total $50,075,488. No funds were used for guarantees. See
Exhibit 4a for details of quarterly activity.

Initiated in FY 01, Section V.C.— Financial Indicators and Estimated Interest Rate Subsidy
presents financial measurements that indicate the CWSRF is meeting its long-term financial
strategy. A primary goal of this strategy is to provide “lower than market rate” long-term loans.

This Annual Report differs from the FY 02 IUP in the number and timing of binding commitments,
as well as anticipated disbursements. The differences are described in greater detail in Section
VI. FY 02 Intended Use Plan—Status & Changes. During FY 02 Oklahoma made progress toward
implementing the CWSRF Financing Plan in order to meet the state's water quality and financing
goals.

LOAN & HARDSHIP GRANT FUNDING ACTIVITIES
A. Interim Construction Loans and Adjustments

The Interim Construction Loan offers short-term financing to publicly owned wastewater systems
serving Oklahoma'’s larger communities (>10,000 population). At the beginning of FY 02, interest
rates were set at 4.25 percent. In December the OWRB’s Finance Committee voted to lower the
interest rate to 3.25 percent in order to reflect recent market trends towards lower interest rates.
No change was made to the 0.5 percent annual administrative fee charged on all SRF loans. The
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interim construction loans typically normally mature within one year following construction
completion. At the end of construction, any unused project funds are de-obligated. At maturity,
the interim construction loan may be refinanced with a long-term blended loan at approximately 60
percent of market interest rate.

New binding commitments for interim construction loans were made to six (6) communities during
FY 02.

Owasso PWA — Phase IIB Wastewater Treatment Plant Improvements (Cat. 1)

On July 12, 2001, a binding commitment was issued to the Owasso Public Works Authority
(PWA), in the amount of $2,985,604, to complete Phase IIB of planned wastewater treatment
plant (“WWTP”) improvements that include a new blower building, a new diffused aeration system
in the aeration basin, an additional final clarifier, modifications to an existing control building, and
instrumentation and electrical items. The amount of funds requested at loan closing was
decreased to $2,348,089, due to lower than expected project bids. Modifications will increase the
plant's current capacity of 2.2 million gallons per day (mgd) to 3.3 mgd.

Lawton WA: Sewer System Rehabilitation and Upgrade (Cat. IlIB)

On August 16, 2001 a binding commitment was issued to the Lawton Water Authority (“WA”), in
the amount of $5,827,307, to complete Phase IB of a citywide sanitary sewer rehabilitation and
improvements project. This project includes major rehabilitation of six (6) sewer sub-basins and
replacement of approximately two (2) miles of existing 10- and 15-inch diameter sewer line with
12- and 21-inch line along a roadway. A ODEQ Consent Order requires the construction of the
project to eliminate raw sewage overflows. The proposed project targets reducing these overflows
by alleviating excess inflow/infiltration (“I/1”) in the system.

Durant CUA; WWTP Improvements (Cat. II)

The Durant City Utility Authority (CUA) entered into a $16,060,000 binding commitment, on
November 15, 2001, to construct WWTP improvements and change the design capacity of the
WWTP from 2.3 mgd to 3.55 mgd in order to meet an enforceable schedule for improvements to
the city's WWTP. Oklahoma Pollution Discharge Elimination System (“OPDES”) discharge permit
violations have occurred at the WWTP, which is nearing its design capacity, and stricter OPDES
discharge permit limits have recently been issued for the plant. Improvements include a new SBR
facility, new headworks, raw wastewater and effluent pump station improvements, conversion of
one aeration lagoon into an equalization basin, construction of an industrial preliminary treatment
aerated lagoon, and construction of a 30-inch effluent discharge pipeline.

El Reno MA; New Storage Lagoons & Expansion of Land Application System (Cat. II)

A $1,936,410 binding commitment was issued to the El Reno Municipal Authority (“MA”) on
September 13, 2001 to construct two independent 20-acre wastewater storage lagoons within an
existing land application site and construct three (3) additional irrigation pivots for land application.
El Reno’s current storage lagoon and land application system is too small in capacity for current
and future needs, and the two (2) 20-acre storage lagoons will provide an additional 1.8 billion
gallons of storage relief. The city also entered into a long-term lease agreement with landowners
of the three (3) additional pivot sites. The loan was closed for $1,920,000 due to project bids being
lower than previous estimates.

Miami SUA; Phase || WWTP Improvements (Cat. 1)

A binding commitment was issued to the Miami Special Utility Authority (SUA) on October 15,
2001, in the amount of $9,260,000, to construct the Phase Il improvements to its South WWTP
and to decommission its aging smaller North WWTP. The city decreased its request to
$8,950,000 at the time of loan closing. An Administrative Compliance and Penalty Order, issued
by the ODEQ, requires that the city construct these second phase improvements to eliminate
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OPDES discharge permit violations. These improvements will upgrade the North WWTP's design
capacity from 2.1 mgd to 3.5 mgd. Major elements include grinder and lift station improvements,
headworks improvements, four (4) Sequencing Batch Reactor (“SBR”) basins, an ultraviolet (“‘UV”)
disinfection facility, an effluent flood pump station, a cascade aeration unit, a blower building, a
control building, an outfall line to the Neosho River and decommissioning the North WWTP.

Tulsa MUA; Sewer Line and Lift Station Rehabilitation (Cat. 111B)

A binding commitment was made to the Tulsa Metropolitan Utility Authority (“MUA”), on February
15, 2002, in the amount of $3,250,000. The funds will be used to meet an ODEQ Consent Order
with an enforceable schedule that requires sewer line rehabilitation in portions of the city's
Southside and Coal Creek drainage areas. The funds will also be used to replace the Turley Lift
Station and Force Main, construct improvements to the existing Apache Lift Station, and replace
the Apache Lift Station Force Main. Both force mains were originally constructed with cast iron,
have become brittle with aging, and have a history of bursting.

Funding Adjustments for Interim Construction Loans

Two (2) existing interim construction loans were adjusted during FY 02. Loan funds were de-
obligated for Stillwater Utilities Authority (“UA”), by $455,000 because of bids less than previous
estimates and Tulsa MUA, by $2,945, as final construction costs were less than initially estimated.

B. Long-term Blended Refinancing Loans

Construction was completed on two (2) interim construction loans and refinancing was provided to
the communities of Tulsa and Broken Arrow, through long-term blended refinancing loans. These
loans are comprised of approximately 40 percent CWSRF funds (at 0% interest plus 0.5 % loan
administration fee) and the remaining 60 percent and closing costs come from sources outside the
CWSRF. The OWRB makes available its State Loan Program Revenue Bond Loans to meet the
demand for an outside funding source. All CWSRF long-term refinancing loans mature no later
than 20 years from construction completion. The maturity date of OWRB bond loans held outside
the CWSRF may be up to 30 years from closing.

Wastewater Construction Closed 0% CWSRF J)WRB Bon¢ Local Funds

Entity Project Date Funding @ Mkt. Rate @ Mkt. Rate
Broken | Interceptor Sewer 12/21/01 $371,954 $640,000 $0
Arrow
Tulsa Interceptor Sewer/collection | 02/15/02 | $6,812822 |$11,145,000 $0

system rehab./relief

Total $7,184,776 |$11,785,000 $0

C. Small Community Long-term Loans, Adjustments and Hardship Grant Commitments

All small community loan commitments (communities <10,000) were consistent with the CWSRF
financing strategy to assist small communities with long-term financing at 60 percent of the current
market rate (either fixed or variable interest rate) plus a 0.5 percent administration fee. All small
community loans closed during FY 02 were made as long-term fixed rate loans (based on 60% of
the then current Municipal Market Index interest rate for a “AA” rated entity during the week of
closing) and are scheduled to mature within 20 years of construction completion. See Attachment
8 for additional discussion. To date no communities have selected a variable rate long-term loan.

Eight (8) long-term loan commitments from 2™ round funds were made during FY 02. The small
community assistance commitment, combined with Rural Community Hardship Grant funding, to
McCurtain along with small community loan adjustments, are detailed below.

Collinsville MA — Sewer Collection System & WWTP Improvements (Cat. | & 1IIB)
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A binding commitment was issued to the Collinsville MA on August 16, 2001, in the amount of
$1,215,000, for a construction project to repair or replace faulty sewer lines and manholes
throughout the city and to increase the capacity of the effluent pump station at the WWTP to 2
mgd. The amount of funds requested by the city at loan closing was decreased to $915,000, due
to low construction bids and when the construction was completed during the year, the loan was
decreased further to $897,424. A relief interceptor, totaling 3,400 linear feet (If) of 8- to 12- inch
diameter line, was constructed in the southern portion of the city and a 10,000 If 10- inch diameter
force main will be constructed parallel to the existing effluent force main. Peak wet weather
influent design flow will change from 3.29 mgd to 3.77 mgd and peak wet weather effluent design
flow will change from 0.49 mgd to 0.77 mgd. The project addresses the city's previous problems
with large amounts of I/l and sewer system overflows.

Cushing MA; New WWTP (Cat. II)

On September 13, 2001 the Cushing MA entered into a binding commitment, for $6,500,000, to
construct a new activated sludge WWTP adjacent to the city's existing WWTP. The city's existing
WWTP is undersized to meet current and future needs, as design capacity is 0.97 mgd and
current avg. daily flow is 1.0 mgd, and Cushing is under an ODEQ Consent Order to resolve
OPDES discharge permit violations and to meet stricter effluent concentration limits. The project
includes construction of: headworks, influent pump station, activated sludge biological treatment,
clarifiers, closed chamber UV disinfection, outfall sewer, and aerobic sludge disinfection with land
application.

Westville UA — Sewer System Extension and New Lift Station (Cat. IVA & IVB)

On December 14, 2001, a binding commitment was issued to the Westville UA, in the amount of
$380,400, to decommission a failing total retention lagoon system currently utilized by a small
shopping center in town. The project was required to meet an enforcement order by the ODEQ.
The shopping center and nearby residents will be connected to the town's wastewater collection
and treatment system by the project. The project includes a 275 gallon per minute (gpm) lift
station with a 70 kilowatt (KW) generator, 2,470 If of 6-inch PVC force main, 1,184 If of 8-inch and
3,276 If of 10-inch PVC sewer line, and all appurtenances.

Arkoma MA; Lift Station & Sewer Collection System Rehabilitation (Cat. 11IB & IVB)

A binding commitment was issued to the Arkoma MA on February 15, 2002, for $355,000. This
will be used to fund part of a $605,000 project to rehabilitate a main lift station in the western
portion of town and to rehabilitate approximately 140 manholes and make approximately 20-sewer
line spot repairs across the town. ODEQ has issued a Consent Order for construction of this
project due to inadequate lift station facilities and raw sewage overflows. Arkoma received a
$250,000 grant from the Community Development Block Grant (CDBG) program to finance the
balance of the project.

Tonkawa MA; WWTP Improvements (Cat. 1)

The Tonkawa MA entered into a binding commitment on May 17, 2002, in the amount of
$530,000, to construct improvements to their wastewater treatment lagoons and address an
ODEQ Administrative Compliance Order for unpermitted discharge into the Salt Fork River of the
Arkansas River. The total retention lagoons are undersized for current needs and unpermitted
discharges have occurred due to overflowed lagoon dikes and at land application sites as well.
The facility's design capacity will be expanded from 0.452 mgd to 0.700 mgd. The facility will
become a discharging facility (with 30 mg/L BOD & 90 mg/L TSS effluent limits) by the addition of
six (6) 10-horsepower floating aerators to an existing east lagoon cell, changing the second
existing lagoon cell into a settling cell, and constructing new influent and effluent piping and
structures that include effluent flow measuring equipment.

Morris PWA: Sewer Collection System Rehabilitation and Lagoon Improvements (Cat. 1 & 11IB)
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A binding commitment was issued to the Morris PWA on June 14, 2002, in the amount of
$1,650,000, to repair and/or replace portions of the sewer collection system throughout the city
and to construct minor improvements to the treatment lagoons outside of town. The project is in
response to previous raw sewage overflows and an ODEQ Consent Order with an enforceable
construction schedule. Project elements include replacement of 3,000 If of 8-inch PVC sewer line,
38,000 If of sewer line cleaning, repair of 53 manholes, 60 sewer line spot repairs, repair or
replacement of 5,650 If of 12-15-inch main outfall line, and sewer treatment lagoon improvements
(including lift station and headworks rehabilitation, and installing eight (8) floating aerators).

Sulphur MA; I/l Correction and Sewer Collection System Rehabilitation (Cat. 11IB)

A binding commitment was issued to the Sulphur MA on June 14, 2002, in the amount of
$1,013,651, to rehabilitate the city's wastewater collection system and reduce I/l problems that are
currently causing frequent raw sewage overflows and untreatable quantities of wastewater at the
city's WWTP. The project will address part of an ODEQ Consent Order to correct the raw sewage
overflows and will include replacement of 23,200 If of 15-12-10-8-inch sewer line, 74 manholes,
125 service connectors, 1,875 If of 4-inch sewer riser pipe, and conducting pavement repair and
excavation.

McCurtain MA; Wastewater Collection System Extension (Cat. IVA) Loan & Hardship Grant

A binding commitment was issued to the McCurtain MA, on May 17, 2002, for a combination
Hardship Grant for Rural Communities, totaling $39,280, and a CWSRF Loan, totaling $41,931.
The town did not receive 85 percent of project costs in the form of Hardship Grant monies, as
would normally occur, due to exhaustion of available Hardship Grant funds.

Loan and grant funding will complete a portion of McCurtain’s newly constructed wastewater
collection system, initially omitted due to funding shortfalls in the initial project. The project will
occur in an economically disadvantaged area and includes: 2,522 If of 8-inch PVC sewer line, nine
(9) 4-inch diameter manholes, about 54 total vertical feet of additional manhole depth, 75 If of
boring and 16-inch encasement, six (6) 8-inch service connections, 10 vertical feet of 8-inch drop
connections, 2,439 If of 6-8-inch trenching, and appurtenances.

Small Community Long-term Loan Adjustments

Five (5) small community loans were adjusted during FY 02 to cover decreases due lower final
project cost or increases due to increased project cost after bid opening.

Borrower Decrease Increase
Vian PWA ($67,164)
Jay UA ($31,548)
Hobart PWA ($69)
Spiro PWA ($85,000)
Antlers PWA $2,086
Totals: ($183,781) $2,086

Iv. GOALS & ACCOMPLISHMENTS
A. Short-term Goals and Accomplishments

Eleven (11) short-term program goals were identified in the FY 02 IUP to be implemented within
the fiscal year. During the year, the Board successfully completed each of these goals, or made
progress toward completion, as detailed below:

1. Provide loans to assist communities listed in the FY 02 IUP and Project Priority List in meeting
municipal compliance deadlines in accordance with Section 301(i)(1) of the Act, under
enforcement actions, and in attaining compliance by established deadlines.

6



FY 02 Oklahoma Clean Water SRF Annual Report September 30, 2002
Oklahoma Water Resources Board

Status: Eleven (11) of the fourteen (14) construction projects funded from the FY 02 IUP
were as a result of violations to wastewater discharge permits and/or enforceable orders
detailing a schedule of compliance within FY 02. This assistance has or will contribute to
bringing these Oklahoma communities into compliance with the enforceable requirements
of the Act.

This goal is being met on an ongoing basis. The OWRB continued to implement a
process initiating immediate contact with municipalities receiving new consent orders to
inform them about the program, work with them in determining eligibility and providing
funding in accordance with enforcement schedules.

2. Provide loans to assist communities in eliminating water pollution problems, in improving
water quality in the state's waters and in building sewage facilities needed to maintain good
surface water and ground water quality.

Status: This goal was met in FY 02.

As detailed in Section Ill. and in goal No. 1. (above), the CWSRF program made 16 loan
commitments (14 new construction and two (2) refinancing loans). Once constructed, all
projects identified in the CWSRF FY 02 IUP will contribute to the elimination of pollution to
ensure that water quality will be improved. Eleven (11) of the new construction loans
totaling $42.1 million were to communities discharging to priority stream segments
identified as threatened, or impaired on Oklahoma's 303 (d) list.

3. Provide 25 percent of all loans (totaling 25% of capitalization grant funds) to assist small
communities (of >10,000 population) in building more affordable sewage treatment and collection
facilities by providing 60 percent of market rate long-term loans from the CWSRF second round
account.

Status: This goal was exceeded during FY 02, as new loans to small communities, along
with adjustments, totaled 104 percent of the FY 02 capitalization grant, providing over
$11.18 million in long-term financing to these small communities.

4. To obtain maximum capitalization of the fund for the state in the shortest time possible.
Status: This goal is being achieved on an ongoing basis.

The CWSREF five-year Project Priority List identifies more long-term project needs than
available funds will allow utilizing solely CWSRF funds. To provide for these needs, the
OWRSB financing plan makes loan repayments, resulting from refinancing loans, available
to obligate to new wastewater construction projects. Following an interim construction
loan, consisting of CWSRF funds, a long-term refinancing loan is made consisting of only
40 percent CWSRF monies, with the remaining 60 percent consisting of OWRB Revenue
Bond Program proceeds (or local funds). Essentially, 60 percent of each interim
construction loan is immediately returned into the account to be loaned out again within
one year following construction completion.

Eight (8) small communities received long-term direct loans from the CWSRF at 60% of
the current market rate. Most CWSREF refinancing loans resulted in the pay off or partial
pay-off of CWSRF interim construction loans. Repayments resulting from the refinancing
loans are available to obligate to new wastewater construction projects. Two (2)
refinancing loans closed during the year, resulting in just over $17.97 million in cash
repayments of principal to the fund.

5. Provide an assessment of the financial impact of issuing debt for leveraging the CWSRF
program to accommodate demand.

Status: This goal was met.

This assessment was completed for the $28,890,000 Series 2001 revenue bond issue.
EPA Region 6 reviewed the proposed CWSRF Revenue bond package submitted June
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22, 2001 and, after a few discussions and clarifications, issued a letter dated August 16,
2001 stating "no formal comments to offer on the package."

6. Generate sufficient investment and loan interest earnings to retire the Series 2001 State
Match Notes.

Status: This goal will be achieved prior to April 2003.

Based on projected cash flow, it is anticipated that sufficient funds will be generated from
interest and investment earnings to retire the balance of the 2001 state match notes over
the next year. The 2001 match note is scheduled to mature on April 1, 2003.

From July 1, 2001 through June 30, 2002, CWSRF loan interest ($2,203,161) and
investment income ($2,326,688) totaled $4,529,849. A portion of the Series 2001 notes
($2,300,000) was retired with these investment and interest earnings.

7. Finalize assistance agreements and start construction for those rural projects scheduled to
receive Hardship Grants and CWSRF loans during FY 2002.

Status: On July 27, 2001 the Antlers MA entered into an agreement for CWSRF/’Hardship
Grant Program for Rural Communities” funding, in the amount of $92,529.72 and $16,328.78,
respectively, to fund an extension of the City’s wastewater collection system into a low-income
area (See Section ll.C.). Construction was completed and operations began on December 6,
2001. The McCurtain MA entered into a binding commitment for the remainder of these grant
monies, as detailed below, and the loan will be closed and construction will begin in FY 2003.

8. Identify any Unrestricted Hardship Grant funds that may be committed to a qualify community.
Status: This goal has been achieved.

During FY 02 the OWRB identified the McCurtain MA as an eligible recipients for remaining
hardship grant funds and placed a project to construct of portion of a new collection system on
the FY 02 Project Priority List. On May 17, 2002, the parties entered a binding commitment,
for $39,280 in grant monies and $41,931 in loan proceeds.

9. Continue to pursue state statutory changes that will enable CWSRF loans for non-point source
(“NPS”) projects. This may include implementing agency rule changes or statutory changes that
allow CWSRF loans for “Brownfields” redevelopment projects.

Status: This goal was achieved.

During the FY 02 Legislative Session, House Bill 1995 was enacted on May 30, 2002 effective
immediately. The statutory changes allow all eligible water quality projects to receive CWSRF
loans funds. During FY 2003, the OWRB will work with other state environmental agencies to
develop and promulgate rules for a new integrated project priority ranking system reflecting
new changes in Oklahoma’s Water Quality Standards and incorporating all water quality
projects authorized by the federal Clean Water Act.

10. Identify Brownfields projects for CWSRF funding and form alliances with local and state
agencies to make loans for urban storm water activities under the Oklahoma Brownfields
Voluntary Redevelopment Act.

Status: This goal will be met on an ongoing basis.

Although no Brownsfields projects were identified during FY 02, the OWRB continued to
educate potential recipients on Brownsfields funding availability at the Intended Use Plan
public meeting and professional conferences for state and local officials, city planners,
citizens, etc. The FY 01 Annual Report Summary contained an announcement of funding
availability and was distributed to the Oklahoma Legislature and other interested parties.

11. In order to provide the necessary CWSRF loan funds for FY 02 CWSRF interim construction
projects, complete a CWSRF revenue bond issue by August 31, 2001.

8
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Status: This goal was achieved.

The OWRB issued its $28,890,000 Clean Water State Revolving Fund Interim Construction
Loan Revenue Bonds on August 15, 2001 to provide additional funds to meet the demand for
interim construction CWSREF loans (see Exhibit 14).

B. Long-term Goals & Accomplishments
Seven long-term goals were identified in the FY 02 Intended Use Plan, as follows:

1. To assist communities in maintaining compliance with the enforceable requirements of the
Clean Water Act.

Status: This goal is being accomplished on an ongoing basis.

As detailed in short-term goal No. 1, financial assistance provided through the CWSRF
focuses on providing construction and refinancing loans to communities with wastewater
discharge permit violations and/or consent orders detailing a schedule of compliance. CWSRF
assistance has contributed or will contribute to bringing these Oklahoma communities into and
maintain compliance with the enforceable requirements of the Act. Although seven (7)
projects listed in the FY 02 IUP totaling approximately $22 million received no loan
commitment, the OWRB has continued to provide technical assistance to all of those
communities (Grove, Spavinaw, Sand Springs, McCloud, Commerce, Chouteau and Enid) in
order to obtain loan commitments during FY 03 or later years. All of these projects with the
exception of Sand Springs are listed in the FY 03 Intended Use Plan and continue to work
toward developing their projects. The OWRB will continue its efforts to provide loans to these
and other communities on the FY 03 Intended Use Plan and 5-Year Project Priority List.

2. To eliminate discharge of pollutants into the state's waters.
Status: This goal is being accomplished on an ongoing basis.

Loans made during FY 02 will assist communities in 1) eliminating sewage system bypasses
which degrade the integrity of the surface water of the state through providing greater storage
capacity and/ or 2) providing additional levels of treatment to ensure each effluent receiving
stream is in compliance with Oklahoma’s water quality standards.

The OWRB will continue its efforts to provide loans to other communities identified in the FY
03 Intended Use Plan and 5-Year Project Priority List to further accomplish this goal.

3. To protect, maintain, and improve water quality in all of the State’s watersheds and to provide
for the protection and propagation of fish and wildlife and recreation in and on all of the State’s
waters.

Status: This goal was met during FY 02.

Loan commitments and subsequent construction directly accomplish this goal by enabling
municipalities to discharge water which meets discharge permit requirements in place to
accomplish the “fishable/swimmable goals” of the Clean Water Act. By providing increased
levels of treatment prior to discharge into surface waters of the state, fish and wildlife habitat
is better protected and recreational uses are enhanced. The OWRB will continue its efforts to
provide loans to other communities identified in the FY 03 Intended Use Plan and 5-Year
Project Priority List.

4. To improve, restore, and maintain the established water quality standards for the surface
waters, and to protect the quality of the groundwater in the State.

Status: This goal is being realized on an ongoing basis.

Loans funded through the CWSRF program provide wastewater infrastructure improvements
to comply with discharge permits based on ensuring surface and groundwater “beneficial
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uses” are supported in accordance to Oklahoma’s Water Quality Standards (“OWQS”). The
OWRB will continue to assist other communities identified in the FY 03 IUP and 5-Year
Project Priority List to further accomplish this goal.

Along with providing construction and refinancing loan funds toward this goal, the Board
continues its “beneficial use stream monitoring program” and continues to support its CWSRF
Water Quality Standards Implementation Plan (“WQS Plan”).

CWSREF Beneficial Use Monitoring Program — During FY 01, the OWRB initiated monitoring to
evaluate the condition of municipal receiving streams where CWSRF construction projects
have previously been completed. This data may be used in future years to identify additional
necessary improvements to meet water quality standards and to evaluate the effectiveness of
construction projects funded through the CWSRF.

CWSRF Water Quality Standards Implementation Plan — The OWRB established a long-term
WQS Plan for the CWSRF program, as directed by the state legislature. This document
details how the program supports the implementation of OWQS and how the program
evaluates potential water quality impacts and assures that OWQS are met.

As detailed in the WQS Plan, the primary function of the program is to fund wastewater
construction projects that 1) maintain water quality where beneficial uses are supported, 2)
remove threats to water quality where beneficial uses are in danger of not being supported,
and 3) restores water quality where beneficial uses are not being supported. Program
activities or processes supporting OWQS include project priority ranking determination,
planning and environmental document review/approval, and design and construction review
and oversight. Although no changes in the WQS Plan were made in FY 2002, the program will
continue to update it on a triennial basis as legislatively directed.

5. To maintain the fiscal integrity of the CWSRF and to assure a continuous enhancement of the
loan fund for future generations.

Status: This goal is being achieved on an ongoing basis through stringent program
procedures and financial controls and through the continuous repayment of previously issued
loans that provide a “renewable” source of funding for future loans.

To maintain the fiscal integrity of the CWSRF, the OWRB performs a variety of processes,
including, providing credit reviews and technical assistance to loan recipients, establishing
fiscal controls, and maintaining financial accounts within the CWSRF sufficient to minimize
financial risk. The OWRB's credit review of CWSRF applications and the OWRB's procedures
for monitoring loan conditions and collecting payments of interest and principal have
enhanced the fiscal integrity of the program. Traditionally, each of these processes have
ensured that interest and principal payments from loan recipients are billed and paid in a
prompt manner, thus enhancing the fiscal integrity of the CWSRF. Through FY 2002 the
program has never had any loan repayment defaults (see Exhibit 4b. Aging Schedule). The
OWRSB also maintains a Cash Flow Model, which demonstrates perpetuity (See Attachment
No. 7 for spreadsheet, including assumptions).

6. To maintain the CWSRF in perpetuity. Perpetuity consists of maintaining the principal
amounts of the federal capitalization grants and state matching funds within the CWSRF.

Status: This goal continues to be met through FY 2002.

The OWRB has defined the perpetuity of the CWSRF as "maintaining an amount in the
CWSRF equal to the capitalization grants and state match indefinitely." When investment
earnings and loan interest earned by the CWSRF meet or exceed the administrative funds
withdrawn from the CWSRF then the OWRB can demonstrate that this goal has been met.
During FY 02, total investment earnings and interest earned on loans ($4,529,849) is
approximately 1.3 times greater than the funds withdrawn from the CWSRF for administrative
expenses, match note principal payments and interest payments on both notes and bonds
($3,302,593).
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The OWRDB’s target interest rate, approximately 60 percent of market rate, provides financial
incentives for water quality improvements and for loan applicants to participate in the
program. This target rate, combined with a sound innovative long-term financing plan, should
help maintain the buying power of the fund in perpetuity. Under the current OWRB financing
plan, 60 percent of the CWSRF interim construction loans are repaid to the CWSRF within
two years of construction completion to be re-loaned or earn interest (1.37 percent as of June
30, 2002) in the Oklahoma State Treasurer's Cash Management Program until loaned out.

Perpetuity of the fund was enhanced during the reporting period since interim construction
loan proceeds were disbursed and interest earnings of 4.25 and 3.25 percent were collected
from the recipients. Future perpetuity of the fund will be further improved since all loan
payments of interest and principal deposited in the CWSRF are invested in the State
Treasurer's Cash Management Program until the CWSRF funds are re-loaned. In addition,
small community loans closed during the year are earning 60% of market rate. Interest
earnings contribute to perpetuity of the fund. The average small community interests rate
since the beginning of the program is 2.761 percent. A financial indicator for perpetuity is
retained earnings. This indicator is presented in Exhibit 9 as “sustainability.” For additional
information, refer to Exhibit 10 Project Loan Repayment and Interest Activity.

7. To assist the state in meeting its total clean water funding needs by blending CWSRF loan
proceeds with state and local bond programs (maintained outside the CWSRF) to provide long-
term, “lower than market rate” financing.

Status: This goal is achieved through a process combining CWSRF loan proceeds with
OWRSB leveraged bond program loans from outside the CWSRF.

As discussed in section Ill.B., two (2) long-term blended loans were funded using CWSRF
funds and OWRB bond funds (or other funds outside the CWSRF). Forty percent of the
proceeds for these loans were from the CWSRF (at 0% interest) and sixty percent of the
proceeds, plus closing cost, were from OWRB revenue bond proceeds outside the CWSRF
(or other sources) at market rates. With a blended loan, these communities will be paying an
interest rate approximately 60 percent of market, plus a 0.5 percent administration fee from
the portion of the proceeds provided by the CWSRF.

V. PROGRAM FINANCING ACTIVITIES & GRANT CONDITIONS

A. Fund Financial Status Details

1. Binding Commitments & Assistance Activity — As detailed in Exhibit 1, the Oklahoma
CWSRF entered into binding agreements for sixteen (16) projects, decreased loan
commitments (due to final reconciliation of project costs) to six (6) communities and increased
commitments to one (1). Total assistance to Section 212 sewer construction and refinancing
projects, including adjustments, totaled $56,268,938. Total FY 02 binding commitments
(excluding refinancing loans) reportable to EPA's "Clean Water On Line" totaled $49,653,694.
No Section 319 or 320 projects were funded. Exhibits 1, 2, 3 and 6 illustrate FY 02 assistance
level and financial activity of the fund.

2. Sources and Uses of Funds — Exhibit 4a presents FY 02 sources and uses of funds.
Major sources included $14,716,995 in capitalization grant funds, $27,783,610 in unrestricted
2" round funds, $50,105,970 in restricted funds, and $28,898,653 in 2001 CWSRF Bond
proceeds, reserve and “cost of issue” funds. Other sources included: $2,223,769 in Treasury
and bond proceeds GIC investment earnings, $2,203,161 in interest on loans, $102,919 in
short-term investments and $23,783,630 in loan repayments. Sources totaled approximately
$149,818,707.

3. Revenues and Expenses — Audited financial statements, including a statement of
Revenues, Expenses, and Fund Balances are included as Attachment 3. Fund revenues
consist of interest earned on loans to communities, investment earnings at the state treasury,
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short-term interest earnings from the CWSRF State Match Notes and investments from bond
issue proceeds. Expenditures included OWRB administrative expenses, trustee bank fees,
costs of issuance associated with the 2001 CWSRF Bond Issue, including accrued interest.

4. Disbursements and Guarantees — Disbursements from the federal and state matching
fund accounts and SRF revenue bonds provided $22,356,250 in financial assistance to
interim construction loan recipients and another $17,231,828 was disbursed from the 2nd
round account to cover eligible project costs, totaling $39,588,078 for current and past IUP
projects. Another $7,184,776 was used for long-term refinancing loans, $2,434,940 was used
toward repayment of the FY 2001 state match obligations and $723,460 was used to make
interest payments on the 2001 CWSRF Revenue Bond issue. Lastly, OWRB administrative
disbursements from the CWSREF totaled $141,034 and trustee fees were $3,160. All FY 02
“cash” disbursements from the CWSREF total $50,075,448. Another $707,864 was disbursed
from the CWSRF administrative fee account held outside the CWSRF. No funds were used
for guarantees. See Exhibits 4a, 12 and Attachment 2 for additional details.

5. FY 02 A-133 Audit, Compliance and Financial Audits — John M. Arledge & Associates
Inc., Certified Public Accountants were retained to audit the CWSRF financial statements for
the program during FY 02. A copy of the audited financial statements along with the financial
statements of the administrative fund held outside the CWSRF are also included in
Attachment No. 3.

The State Auditors will not conduct an A-133 compliance audit for FY 02, as it has been
determined that under the risk assessment guidelines in §  .500 of Circular A-133, Federal
programs, which are considered low risk, are only required to be audited every 3 years.
According to the letter dated August 4, 1999 from the State Auditor, the Oklahoma CWSRF
program is considered low risk, therefore another A-133 audit will not need to be completed
until 2004.

B. Provisions of the Operating Agreement/Conditions of the Grant

The OWRB has agreed to all the terms and conditions listed in its Operating Agreement with EPA
(“OA”). Many OA terms and conditions have been complied with and need no further explanation
while other conditions have been complied with and are more fully described below. The following
conditions are being complied with as described in the OA or capitalization grant agreement.

1.
2.

Modification to the OA — No changes were made to the OA during FY 02.

Timing of Application Review — EPA and OWRB have negotiated promptly,
cooperatively, and faithfully on the CWSRF Capitalization Grant application/award
documents prepared and reviewed during the fiscal year. OWRB has met this term of the
operating agreement.

Roles and Responsibilities — The State has enacted legislation which gives the
Oklahoma Water Resources Board the authority to develop regulations to implement state
environmental review procedures (“SERP”). These regulations adopted by the Board
were included in the regulations implementing the CWSREF.

Maintain a Competent Organization — During FY 02, the OWRB maintained a
competent organization and staff with skills necessary to assure that all projects met
acceptable technical, environmental and financial requirements as established or
referenced in the OA and the capitalization grants awarded to the OWRB. Over the past
three years, the agency has contracted with a business management consultant to
provide training and consultative services on personnel management, strategic planning
and succession preparation, to ensure that technical skills and programmatic and policy
knowledge are held by the entire staff. To date, succession training has been put into
place and staff is responsible for cross sectional responsibilities. Additionally, the agency
retained the services of a professional financial advisor during FY 02 to assist staff in
developing and refining CWSREF financing strategies and program operations.
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5. Accept EPA Training — The OWRB has accepted and will accept any pertinent training
from EPA and other sources. Currently, the knowledge and skill level of the OWRB staff is
sufficient to assure compliance with federal and state program requirements.

Staff attended the following training sessions in order to remain up-to-date on the latest
technologies and trends in wastewater infrastructure design, financing, and on legislation
and program requirements.

e July2001 ODEQ Drinking Water Workshop — Upcoming Drinking Water
Regulations and New Technology. All technical staff attended.

e Oct 2001 National Environmental Policy Act Training: “How to Manage the NEPA
Process and Write Legally Compliant Environmental Decisions”, Shipley
Group, Las Vegas — Environmental Program Specialists attended.

e Oct 2001 Project Management Fundamentals, Okla. City. — All staff attended.
e Oct 2001 EPA Region 8 SRF Program Management Workshop, Kansas City —
stall Financial Analyst attended and staff Attorney presented.

*«  Nov 2001 Council of Infrastructure Financing Authorities (CIFA) Workshop
Louisville, Kentucky — Division Chief presented and Assistant Chief and
staff Environmental Programs Specialist attended.

e Dec2001 OWRB Executive Management Workshop — Project Implementation and
Continuous Division Improvement. Division Chief, Assistant Chief and
Division managers attended.

e Jan 2002 EPA Drinking Water SRF Workshop, Dallas — Staff Environmental
Programs Specialist attended.

e Mar2002 Customer Service Training — All staff attended.

e Apr 2002 EPA Region 4 & 6 Capacity Development Workshop - Staff
Environmental Specialist attended.

e April 2002 EPA/State Workgroup, Washington, D.C. — Division Chief attended.

e April 2002 MBE/WBE Workshop — Two Staff Environmental Specialists attended.

e April 2002 Oklahoma Floodplain Administrators Workshop — Staff Engineer
Supervisor and three Staff Engineers attended.

e April 2002 Oklahoma Competitive Bidding Act Workshop, Oklahoma City — two
Staff Engineers attended and staff Attorney presented.

e May 2002 CIFA Legislative Workshop, Washington, D.C.— Division Chief attended.

e May 2002 Communications & Customer Relations, Okla. City — All staff attended.

e May 2002 Microfiltration Technology Conference, California — Staff Engineer
Supervisor attended.

6. Manage CWSRF Program — The OWRB has managed the CWSRF program during FY
02 in accordance with the OA, terms of the grant agreements, the CWA, as amended, 40
CFR Part 35 Subpart K and applicable regulations.

7. Maintain Separate CWSRF Account — During FY 02, the OWRB maintained a current
and separate account for the CWSRF. A revenues and expenditures statement is
prepared by the OWRB staff, audited by outside auditors and is included in the financial
statements listed in Attachment No. 3.

8. Payment Schedule — The OWRB has entered into sufficient binding commitments to
cover the schedule of payments from the EPA-ACH System (see Exhibit 6.).

9. State Matching Funds — Matching funds for the FY 02 Capitalization Grant were
provided through the issuance of CWSRF State Match Note obligations during FY 01.
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10.

11.

12.
13.

14.

15.

16.

17.

18.

19.

20.

21.

Binding Commitments — At the end of FY 02, the OWRB was ahead of schedule for
binding commitment funding requirements, as actual cumulative binding commitments, in
the amount of $283,442,930 exceeded minimum requirements ($188,300,514) by
approximately 51 percent. Exhibit 6 compares binding commitments with respect to
federal payments.

Timely Expenditures — In accordance with the loan documents, the OWRB disbursed
cash draws for construction during FY 02. The FY 02 IUP identified sufficient projects to
obligate existing funds and maintain a program reserve. Funds not obligated at the end of
the year are planned to be obligated during FY 03.

Enforceable Requirements of the Act — The state has met all first use requirements.

Title Il Equivalency Requirements — According to Section 602(b)(6) of the federal CWA,
Title 1l equivalency requirements listed in this section no longer apply after October 1,
1994. All projects, which meet the requirements of the capitalization grants, will be
considered as “equivalency” projects. The Board has approved binding commitments to
equivalency projects in sufficient numbers to satisfy the equivalency provisions of the
federal capitalization grants for those grant payments received prior to October 1, 1994
(see Exhibits 2 and 6).

State Law and Procedures — OWRB has expended grant funds during FY 02 in
accordance with all state laws and procedures.

State Accounting and Audit Procedures — During FY 02, the OWRB utilized fiscal
controls and accounting procedures sufficient to assure accounting procedures are in
compliance. Also, the OWRB is using the latest edition of "Standards for Audit of
Governmental Organization, Program, Activities, and Functions," published by the GAO.
In order to verify that the CWSRF accounting procedures conform to “generally accepted
accounting principles,” the OWRB procured an independent auditor to test compliance
with “generally accepted accounting principles.” Financial audit reviews with audited
financial statements are included in Attachment No. 3.

Annual Review — The EPA Annual CWSRF Program Review for FY 02 program year has
not been scheduled.

Intended Use Plan (IUP) - Initially identifying projects totaling $72,254,954, the FY 02
IUP was amended to add one new construction project and one refinancing loan and to
make adjustments to several target binding commitment dates and assistance amounts,
as detailed in Section VI.A. The IUP with Amendment No. 1 totaled $80,118,192 in
projects.

Capitalization Grant — The FY 02 capitalization grant along with the IUP, as amended,
was submitted to EPA on December 14, 2001. A grant was awarded on April 24, 2002 in
the amount of $10,770,705.

Repayment to the Fund — During this fiscal year the OWRB collected principal payments
in accordance with interim construction, long-term, and small community loan
agreements. As noted on Exhibit 4b, Aging Schedule FY 02, all principal and interest
payments submitted from loan recipients were received within the required 30-day
payment schedule. As a result, no defaults were recorded.

Financial Assistance Provided by CWSRF — During FY 02, the CWSRF made loan
commitments to six (6) short-term interim construction loans, eight (8) long-term small
community loans and funded two (2) long-term refinancing loans. In addition, one loan
commitment was increased and six (6) were decreased. All loans were consistent with
plans developed under Section 205(j), 208, 303(e) and 319 of the CWA.

Minority Business Enterprise/Women's Business Enterprise (MBE/WBE) — MBE/
WBE negotiated goals of 5.2% and 7.9%, respectively, were effective during FY 02.

14



FY 02 Oklahoma Clean Water SRF Annual Report September 30, 2002
Oklahoma Water Resources Board

Procurement was completed for the FY 00 and the FY 01 capitalization grants during the
1% and 2" federal fiscal year quarter, respectively. Although WBE procurement fell slightly
below FY 02 WBE goals for both grants, MBE procurement exceeded established goals
by 19.5 and 5.73 percent, as detailed below. Contracts were approved for the
communities of Sand Springs, Tulsa, Owasso, Durant, Stillwater and Miami.

Capitalization Grant

Year

FY 00 $727,761 6.62 $2,714,216 24.68
FY 01 $669,134 6.23 $1,174,924 10.93
Negotiated Goals: 7.9 5.2

(The FY 02 Capitalization Grant application, totaling $10,770,705, was submitted to EPA
on December 14, 2002 and was awarded on April 24, 2002. No procurement was
reported for this grant during FY 02.)

22. Disbursements/Third Quarter Schedule and Commitments — Exhibit 11 provides a
comparison of projected federal disbursements, submitted to EPA on July 20, 2001, and
actual disbursements.

23. Fund Administration —The CWSRF, during FY 02, was administered in accordance with
the OA with the EPA and all other provisions and conditions of the EPA capitalization
grant agreements.

24. Project Management and Review Procedures —-The CWSRF, during FY 02, was
managed in accordance with applicable CWSRF state procedures.

25. Sanctions and Compliance —No sanctions or corrective actions were required during FY
02.

26. National Reporting Needs — OWRB supplied EPA with the national reporting needs
during FY 02, including the Project Priority List, Intended Use Plan, Third Quarter
Disbursement Schedule and project loan information for the National Information
Management System.

27. Records — EPA, as well as the public, had access to OWRB CWSRF records and
documents during FY 02. No requests for information were received under the Federal
Freedom of Information Act, however under the Oklahoma Open Records Act, two (2)
requests were made to examine the project files of Rural Sewer District Wagoner County
# 4 and copies of file documents were provided.

28. Environmental Review —All binding commitments were made only after the OWRB
conducted an environmental review and a determination was executed and distributed
using the EPA approved State Environmental Review Process.

Community Decision Type Date

Owasso PWA Statement of Finding 06/28/99
Collinsville MA Finding of No Significant Impact/EA 06/07/01
Lawton WA Categorical Exclusion and 03/18/99

Finding of No Significant Impact/EA 08/06/99
Durant City UA Finding of No Significant Impact/EA 08/02/01

El Reno MA Finding of No Significant Impact/EA 07/12/01
Cushing MA Finding of No Significant Impact/EA 08/01/01
Miami SUA Finding of No Significant Impact/EA 09/04/01
Westville MA Finding of No Significant Impact/EA 09/07/01
Arkoma Categorical Exclusion 11/27/01
Tulsa MUA Categorical Exclusion 11/27/01
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Community Decision Type Date

Tonkawa Finding of No Significant Impact/EA 03/08/02
McCurtain MA Statement of Finding/EA 02/15/02
Morris PWA Categorical Exclusion 04/25/02
Surphur PWA Categorical Exclusion 05/01/02

In addition to above listed environmental decisions, the OWRB initiated several planning
and environmental reviews that will result in environmental decisions scheduled to be
issued in FY 03, according to the FY 03 CWSRF Project Priority List/IUP.

29. Consistency With Planning — Planning documents were approved in FY 02 for projects in the
communities of: Collinsville, Lawton, Durant, El Reno, Cushing, Miami, Westville, Arkoma Tulsa,
Tonkawa, McCurtain, Morris and Sulphur. Guidance documents have been developed to ensure
that CWSREF planning is consistent with 205(j), 208, and 303(e) provisions of the CWA. These
projects were planned to be consistent with the above references to the CWA.

30. Grant Agreement Administrative and Programmatic Conditions — The OWRB has agreed to
all the terms and conditions listed in all capitalization grant awards. Many conditions have been
met and need no further explanation, while other conditions have been met and described below.
All applicable attachment conditions to the EPA capitalization grant agreements for CWSRF
Assistance have been met. Conditions listed below are from FY 2002 capitalization grant.

PROGRAMMATIC
ADMINISTRATIVE CONDITIONS CONDITIONS
1 Timely completion of project work 16 Accepting grant payments
2 Recipient standards (A-87, A-102, A- 17 | State administered program
110, and 40 CFR, Part 31) including according to FY 02 IUP
maintaining a financial management
system which meets the requirements of
40 CFR 31.20
3 Purchases containing recovered material | 18 | EPA/OWRB Operating
Agreement
4 Uses of recycled paper 19 | Assistance from another EPA
Authority
5 Submittal of annual financial status 20 | No refinancing to projects
reports to EPA’s grant team constructed prior to March 7,
1985
6 State will ensure that any meetings 21 | Comply with crosscutting
funded with federal funds comply with authorities
the Hotel and Motel Fire Safety Act of
1990.
7 Paperwork Reduction Act requirements 22 | Submittal of Annual Report
8 Will not use project funds to engage in 23 | EPA Annual Review
lobbying
9 Single Audit in accordance w/ OMB 24 | Assure Compliance with
Circular A-133 National Historic Preservation
Act of 1966, as amended
10 | EPA-ACH Payment System
11 | “Utilization of Small, Minority and
Women's Business Enterprises” program
compliance
12 | Six affirmative steps for SBRAs
13 | Corrective action by EPA for failed
MBE/WBE terms and conditions
14 | Preservation of open competition and
government neutrality towards
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PROGRAMMATIC

ADMINISTRATIVE CONDITIONS CONDITIONS

government contractors
15 | Indirect cost for periods not covered

Financial Indicators & Estimated Interest Rate Subsidy

Over the past several years EPA and the State SRF Workgroup have develop a process by
which to measure the pace of the CWSRF Program. As a result, State SRF programs are now
required to include “financial indicator” results into annual program reviews. Exhibit 9 entitled
Oklahoma CWSRF Financial Indicators, presents five key measures that reflect the different
financial objectives of the SRF and provide broad indicators of how the CWSRF is meeting
them.

1.

“Federal Return on Investment’ estimates how many dollars in environmental
investment have been generated for every federal dollar spent through the program. This
ratio reached an unprecedented 16.12:1 for FY 02 and 1.99:1 since the program’s
inception, in 1988.

“Percentage of Executed Loans to Funds Available for Loans” measures the
cumulative dollar amount of executed loan agreements relative to the cumulative dollar
amount of fund available for loans. It is one indicator of how quickly funds are made
available to finance available for loans. This percentage totaled 121 percent for FY 02 and
94 percent since the program’s inception in 1988.

“Disbursements as a Percentage of Executed Loans” attempts to measure the speed
at which projects are proceeding toward completion. At the end of FY 02 this percentage
reached 80 percent. The cumulative percentage since 1988 is 80 percent.

Applying only to states that have issued leveraged bonds, the indicator “Additional
Loans Made Due to Leveraging’ provides an estimate of the dollar amount of additional
projects that have been funded that otherwise may not have been had leveraged bonds
not been issued. In its first year to “leverage,” the program issued $31,683,391 in bonds
and funded projects totaling $2,027,890.

“Sustainability of the Funds” seeks to gauge how well the CWSRF is maintaining its
invested or contributed capital, without making adjustments for loss of purchasing power
due to inflation. Cumulative retained earnings reached $22,926,158 million during FY 02,
or 12 percent of cumulative contributed capital, up from 11.3 percent during FY 2001.

In addition to these five numeric indicators, an additional indicator, “Estimated Interest
Rate Subsidy” provides a narrative, rather than quantitative description, of the subsidy
provided by the CWSRF program. The OWRB developed its current financing strategy to
1) provide a lower than market rate loan program; 2) utilize resources from an existing
revenue bond program outside the CWSRF and 3) provide for a larger amount of funds
from the refinancing of CWSRF interim constructions loans with long-term revenue bonds
held outside the SRF.

Average interest rate subsidies for the various loan programs ranged from 0.084 percent to
1.434 percent, as follows. A discussion of these subsidies is presented in Attachment No. 8.

Loan Program Subsidy Type %
SMALL COMMUNITY PROGRAM
Fixed Rate Loans Average fixed rate subsidy 1.434
Variable Rate Loans Average variable subsidy 0.501
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VL.

LARGE COMMUNITY PROGRAM
Interim Construction Fixed Rate Loans — July —
Dec.
Interim Construction Fixed Rate Loans — Jan. -
June
Blended Long-term Fixed Rate Loans

Blended Long-term Variable Rate Loans

Average fixed rate subsidy 0.084

Average fixed rate subsidy 1.084

Average fixed rate subsidy 1.987
Current variable rate subsidy  0.801

FY 02 INTENDED USE PLAN - STATUS & CHANGES

A. FY 02 JUP Amendments

Amendment No. 1 added two loans to the FY 02 IUP and made adjustments to several targeted
binding commitment dates and assistance amounts to reflect changes in initial project budgets
and schedules. The amendment added 1) a $6,707,431 refinancing loan to the Tulsa MUA, and
2) a $355,000 long-term construction loan for the Arkoma MA lift station/sewer rehabilitation
project. This project allowed Arkoma to comply with an enforcement order schedule issued by
ODEQ. Total projects identified in the FY 02 IUP increased from $71,300,954 to $80,118,192. As
required, a public notice was published in the Oklahoma Register prior to this amendment. No
other projects targeted for funding during FY 02 were impacted by this amendment.

B. Funded FY 02 IUP Priority List Projects & Funding Adjustments

1.

Priority List Projects Funded

A total of 16 of 23 projects identified on the fundable portion of the FY 02 Project Priority List
received a binding commitment during the fiscal year. All communities with projects listed but
not funded during FY 02 requested their projects be placed on the FY 03 Project Priority List
and were placed on the FY 03 IUP/Priority List. Projects from the towns of Grove, Spavinaw,
McLoud, Commerce, Chouteau, and Enid are listed to receive funding during FY 03, while the
Sand Springs project has postponed construction until FY 05 or later.

Funding Amount Adjustments from FY 02 I[UP Amounts

As a result of bid openings and revised project cost, several binding commitments identified in
the FY 02 IUP as amended, were increased or decreased from the amounts listed in the FY
02 IUP. Over all, funding commitment was reduced by $1,129,612 for those projects that
received a funding commitment. The following is a listing of those projects from the FY 2002
IUP/PL that received funding commitments comparing IUP amounts with the actual of the
funding commitment:

ACTUAL AMOUNT
ST IUP/PL AMOUNT CHANGE
Owasso $2,348,089 $2,348,089 $0
Collinsville $915,000 $897,424 ($17,576)
Lawton $5,827,307 $5,827,307 $0.00
Durant $16,060,000 $16,060,000 $0.00
El Reno $1,936,410 $1,920,000 ($16,410)
Cushing $6,500,000 $6,500,000 $0
Miami $8,950,000 $8,950,000 $0
Westville $375,000 $380,400 $5,400
BAMA (refin.) $371,954 $371,954 $0
TMUA (refin.) $6,707,431 $6,812,822 $105,391
Arkoma $355,000 $355,000 $0
TMUA $3,250,000 $3,250,000 $0
Tonkawa' $1,500,000 $530,000 ($970,000)
McCurtain $82,000 $41,931 ($40,069)
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VIL.

VIIl.

ACTUAL AMOUNT

COMMUNITY IUP/PL AMOUNT CHANGE
Morris $1,760,000 $1,650,000 ($110,000)
Sulphur $1,100,000 $1,013,652 ($86,348)
Total $58,038,191 $56,908,579 ($1,129,612)

'Tonkawa reduced the scope of their project significantly and included a new project on the
FY 2003 IUP.

C. Modifications of Goals and Objectives

No changes in long-term goals or objectives are needed at this time. Two additional goals have
been added to the FY 03 Intended Use Plan, including, 1) development of an integrated priority
rating system to accommodate state CWSRF statute changes to allow for loan funding for all
water quality projects and 2) to utilize the authority to transfer funds between the Drinking Water
and Clean Water SRFs when appropriate.

PROPOSED IMPROVEMENTS
A. Modifications of the Program

During FY 03 the OWRB will develop a new integrated priority ranking system and promulgate
implementation rules in order to incorporate all water quality projects nonpoint source projects into
the Oklahoma Clean Water State Revolving Fund. The structure of the new integrated priority
raking system will be modeled from EPA guidance documents and will provide priority points for
water quality projects that are specifically helping to meet the goals of the Clean Water Act.

B. Long-term and Short-term Goals for Future Intended Use Plans

Based on the number of projects on the 5-Year Project Priority List compared to anticipated funds
that will be available, it appears likely that the Oklahoma CWSREF financing strategy may need to
be modified to include additional leveraging in order to generate sufficient funding for future
projects beyond FY 2003. Seven (7) CWSRF projects totaling approximately $24 million listed in
the FY 2002 IUP, as amended, were not funded for various reasons. The $24 million along with
other unrestricted CWSRF funds will be carried over and made available for projects listed on FY
2003 IUP. No goal for leveraging was included in the FY 2003 IUP.

C. Rule Changes

Rule changes to implement the new priority ranking structure, outlined above, will be promulgated
during FY 2003. In addition, a few minor rule changes are anticipated to provide clarification on
program requirements or update rules to be consistent with federal regulations.

STATE MATCHING FUNDS

Although congressional authorization for the CWSRF lapsed in federal fiscal year 1994, Congress
and the President have continued to appropriate annual capitalization grant monies to the
program. Through FY 02, federal funds totaling $167,687,800 have been awarded to the CWSREF,
matched by $33,975,702 in state funding. Exhibit 13 lists sources of state match funding from
1988 through 2002 as a result of federal capitalization grants awarded through the Clean Water
Act.

As stated previously, Series 2001 State Match Notes in the amount of $4,345,000, were issued
during FY 01 to match the federal FY 01 capitalization grant of $10,746,747 and to provide an
overmatch for the FY 02 capitalization grant of $10,770,705. Since July 24, 1996 the OWRB has
expended available state matching funds prior to expending federal funds. To date, this is done
as a matter of convenience for the OWRB and not to avoid federal crosscutting laws and
authorities.
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IX.

CURRENT AND FIVE-YEAR PROJECTION OF WASTEWATER NEEDS

As a result of the widespread need for wastewater financing and efforts by the OWRB to
implement a "lower than market rate" loan program, we have received an overwhelming response
from communities across the state requesting their projects be added to the five-year CWSRF
Project Priority List (see Attachment 6). For FY 03, 22 interim construction and refinancing loans,
totaling over $68.3 million have been identified to date. Projected 5-year funding needs identified
74 projects totaling nearly $207 million, however historically the number of projects identified for
construction in future years underestimates the actual project demand due to the uncertainty of
future construction schedules, the issuance of new enforcement or administrative orders, etc.
Under the current financing strategy, an additional $76 million will be required over the next five
years from the OWRB's Revenue Bond Program or other sources.

TEN AND TWENTY-YEAR PROJECTION OF WASTEWATER NEEDS

Oklahoma’s 497 operational public wastewater treatment facilities and 514 collection systems
were originally designed with a 20-year and 40-year life, respectively. Based on these facts, the
OWRB has estimated that approximately 5 percent (or 25) of all public wastewater treatment
facilities and 2.5 percent (or 13) of all collection systems will need to be replaced or rehabilitated
each year. Additional annual needs occur as a result of poor operation and maintenance.

The OWRB projects an estimated $59 million a year, or $1.1 billion over the next 20 years, will be
required to provide funding for system replacements, repairs, and upgrades to provide additional
levels of treatment, as federal pollution control policies are implemented. This estimate is a
conservative one, as it is based solely on FY 03 Priority List assistance needs identified thus far
and the fact that the OWRB currently provides for approximately 68 percent of Oklahoma’s
wastewater infrastructure loans.

To better assess current and future water and wastewater infrastructure funding needs, the
OWRSB initiated the Infrastructure Assessment Program during the first month of FY 2003.
Technical staff is currently working with other state agencies and local officials to implement the
program, which will eventually identify specific projects to target for funding each year. The
information has the dual purpose of providing additional security on current OWRB loans (by
early, preventative identification of facility needs) and identifying future infrastructure needs of all
water and wastewater systems within the state.

20



	STATE OF OKLAHOMA
	Clean Water State Revolving Fund
	Fiscal Year 2002
	ANNUAL REPORT


	July 1, 2001 through June 30, 2002
	EXHIBITS
	
	A.  Interim Construction Loans and Adjustments
	C. Small Community Long-term Loans, Adjustments and Hardship Grant Commitments
	Status:  On July 27, 2001 the Antlers MA entered 
	8.  Identify any Unrestricted Hardship Grant funds that may be committed to a qualify community.
	
	
	
	
	
	Fund Financial Status Details



	C.Financial Indicators & Estimated Interest Rate Subsidy






