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I.I.I.I.I. INTRODUCTION

The Safe Drinking Water Act
(SDWA) Amendments of 1996 au-
thorized a Drinking Water State
Revolving Fund (DWSRF) program
to assist public water systems in
financing the cost of replacement
and repair of drinking water infra-
structure to achieve or maintain
compliance with the SDWA re-
quirements and to protect public
health.  The DWSRF program will

As required by the SDWA, the State
of Oklahoma, through the Depart-
ment of Environmental Quality
(DEQ) is required to prepare this
annual Intended Use Plan (IUP) in
order to identify the set-aside pro-
grams and DWSRF loan projects
that will utilize the funds available
to the DWSRF.  This IUP is pre-
pared for State Fiscal Year 2004
(FY 04) (July 1, 2003 � June 30,
2004) and identifies those
sources and uses of available pro-
gram funds.  For the purpose of the
DWSRF and this IUP, the fiscal year

(Footnotes)
1 Based on the updated state allotment published in the Federal Register on May 18, 2001 and an estimate of the President�s proposed FY 04 budget.

State Activities
Funded By SDWA

Administration of DWSRF
Small System Technical
Assistance Program
State Program
Management
Local Assistance and
other State Programs

help insure that drinking water
supplies remain safe and afford-
able and that the systems that re-
ceive funding will be properly op-
erated and maintained.

The SDWA places a strong empha-
sis on preventing contamination
rather than reacting to problems.
Central to this emphasis is the

development of state prevention
programs including source water
protection, capacity develop-
ment, and additional require-
ments for operator certification.
To fund these activities, the
SDWA allowed not only the cre-
ation of the loan fund but also
four set-aside accounts to fund
the following state activities.

The Safe DrinkingThe Safe DrinkingThe Safe DrinkingThe Safe DrinkingThe Safe Drinking     Water ActWater ActWater ActWater ActWater Act

State Activities Funded by SDWAState Activities Funded by SDWAState Activities Funded by SDWAState Activities Funded by SDWAState Activities Funded by SDWA

identified is the State FY 04 end-
ing June 30, 2004.  The capitali-
zation grants and state matching
funds to fund these activities are
from prior fiscal years and the Fed-
eral Fiscal Year 2004 (FFY 04) (Oc-
tober 1, 2003 � September 30,
2004) appropriation.

To ensure that the public has an
opportunity to review DEQ�s pro-
posed plans for the DWSRF, a draft
IUP will be made available before
the IUP public meeting scheduled
for May 15, 2003.  To ensure that
interested parties are made aware
of the public meeting date, DEQ
published notice in the Oklahoma
Register, posted notice on the DEQ
web-site, and distributed an-
nouncements to a mailing list of
public water systems, state and
federal agencies, environmental
organizations, public health offi-
cials, consulting engineers, finan-
cial consultants, and interested
citizens.  The public comment pe-
riod will remain open until June 15,
2003.

As a result of federal appropria-
tions to the State, the DEQ has
received federal capitalization
grants totaling $85,640,300     from
FY 97 through FY 03.  .  .  .  .  DEQ will
apply for approximately
$12,371,7001 from the FFY 04
appropriation.  This IUP considers
the total of repayments and inter-
est earnings, state match, and
capitalization grants less set-
asides, to be available for project
loans and obligation to state
match notes.  These federal and
state funds will be utilized by the
DEQ in accordance with the pur-
pose identified in this IUP.  The
state is required to provide 20%
matching funds for each capitali-
zation grant as the federal pay-
ments are received for DWSRF
projects.  The Oklahoma Water
Resources Board (OWRB) and
Oklahoma State Legislature have
provided $3,512,380 to match the
1997 capitalization grant,
$2,044,840 to match the 1998
capitalization grant and
$2,143,200 to match the 1999
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TABLE 1 Financial Status of DWSRF Program

State Repayments Repayments
Uncommitted Federal funding and Earnings and earnings

ACCOUNT  funds  funding Projected FY041 FY99 -FY03 Projected FY04 Total
DWSRF LOAN ACCOUNT 5,038,948 9,526,208 2,474,340 17,039,496
Revenue
Principal Repayments 11,527,960 9,127,186 20,655,146
Interest Earnings on Loans 2,207,720 964,531 3,172,257
Interest Earnings on Account 613,982 159,101 773,083
Large System Refinance
Expenses
Debt Service on Revenue Notes, Series 2001 -1,698,525 -1,355,254 -3,053,779
Total 1,539,210 9,526,208 2,474,340 12,651,143 8,895,564 38,586,203

SET-ASIDE ACCOUNT FY 03 FY 041

Administration 494,868 494,868 989,736
Small System Technical Assistance 247,434 247,434 494,868
Program Management 1,051,595 1,051,595 2,103,190
Local Assistance/other State Programs 0
Wellhead Protection 1,051,595 1,051,595  2,103,190
Total 2,845,492 2,845,492 5,690,984

DWSRF ADMINISTRATION ACCOUNT 0
Revenue
Application Fee 13,850 4,000 17,850
Administration Fee on Loans (0.5%) 381,523 137,942 519,465
Interest Earnings on Account 7,350 1,020 8,370
Administrative Costs2 -237,945 -53,600 -291,545
Total 164,778 89,362 254,140

A detail of the sources of funds available to Oklahoma�s DWSRF Program.

capitalization grant.  The 2000
and 2001 capitalization grant
state match amount of
$4,465,000 has been provided
with funds made available through
the issuance of Drinking Water
State Revolving Fund Revenue
Notes, Series 2001. The source of
the 2002, 2003 and 2004 capi-
talization grant state match
amount of approximately
$7,500,000 has not yet been
identified.  Potential sources for
the matching funds include legis-

lative appropriations and addi-
tional DWSRF state match notes.
The federal capitalization grant
amount, including state matching
funds but less set-asides, will be
deposited into the DWSRF loan
fund in order to provide financial
assistance to public drinking wa-
ter systems as outlined in this IUP.
Table 1 reports the sources of
funds available to the DWSRF pro-
gram and their intended uses.

Since it is possible that federal
funds for loans from the 2004

capitalization grant and the state
matching funds will not be avail-
able to obligate until FY 05, appli-
cations from projects on the
fundable portion of the DWSRF
Project Priority List will be pro-
cessed in the order they are re-
ceived.  Funds that we expect to
be available during FY 04 will be
reserved for the highest priority
systems on the fundable portion
of the project priority list.  Any
projects that are not funded dur-
ing FY 04 may be considered for
funding during FY 05.

Note 1: The amount is an estimate based on the  Federal Fiscal Year 2002 Budget and the new allotment formula released in May of 2001.
Note 2: Costs include issuance of state match note and other administrative costs
1 FY 04 Cap grant will be based on FY 04 Budget and the State�s allocation based on the 1999 Needs Survey
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II. LIST OF PROGRAMS

Admin. $494,868 0 $494,868 0 $571,833
Tech. Asst. $247,434 0 $247,434 0 $288,307
St. Prg. Mgt. $1,051,595 0 $1,051,595 0 $1,440,661
Local Assist. $1,051,595 NA $1,051,595 0 $2,160.710
Total $2,845,492 0 $2,845,492 0 $4,461,511

Table 2.  A description of the reserved amounts, specified amounts, and available credit for DWSRF set-aside activities.
Note 1: Total available credit includes credit from previous grants and credit from the transfer of unexpended funds from the 1997-2002 grants.

Set-aside category

 Total amount
reserved from

2003 grant

Reclaimed
credit from
old grants

Cumulative
amount specified

in workplans

Amount of current
grant reserved
for future use

Total
available

credit1

TABLE 2 DWSRF Set-aside Activities

A. Set-aside ProgramsA. Set-aside ProgramsA. Set-aside ProgramsA. Set-aside ProgramsA. Set-aside Programs
Section 1452 (g) and Section
1452 (k) of the SDWA authorizes
set-asides to enable states to
implement the requirements of
the SDWA.  The set-asides are
based on a percentage of the capi-
talization grant as specified in the
SDWA.  The DEQ will reserve the
following amounts in the 2004
capitalization grant for set-asides
as follows: 4% for Administration;
2% for Small System Technical
Assistance; 8.5% for Local Assis-
tance; and, 8.5% for other State
Programs and Program Manage-
ment.  Table 2 describes DWSRF
Set-aside activities.  DEQ has sub-
mitted work plans to EPA describ-
ing how the specified 2003 capi-
talization grant set-asides will be
expended during FY 04.  DEQ will
provide work plans for each set-
aside to EPA describing how the
specified 2004 capitalization
grant funds are to be expended
during State FY 05.

The following
describes the four
set-asides
1. DWSRF1. DWSRF1. DWSRF1. DWSRF1. DWSRF
AdministrationAdministrationAdministrationAdministrationAdministration
Section 1452(g) of the SDWA au-
thorizes states to provide funding
for the DWSRF Administration as
a set-aside activity.  The adminis-
tration of the fund will be accom-
plished by DEQ personnel and
through an interagency agreement
with the Oklahoma Water Re-
sources Board (OWRB).  Adminis-
trative tasks include portfolio man-
agement; debt issuance; DWSRF
program costs; support services;
and financial, management, and
legal consulting fees.

Title 82 of Oklahoma Statutes,
Section 1085.71 through
1085.84A establishes the DWSRF
program duties of OWRB and DEQ.
The interagency agreement be-
tween OWRB and DEQ specifies
the responsibilities of each agency

in regard to the following tasks:
DWSRF capitalization grant appli-
cation and management; annual
joint report to the Governor and
Legislature; biennial report to EPA;
preliminary loan applications; final
loan applications; letters of bind-
ing commitment to loan appli-
cants; bidding and contract docu-
ments; loan closings; change or-
ders and other related construc-
tion documents; inspections of
projects, books, and records; pay-
ments; loan terminations; and the
return of funds.

As allowed by the SDWA, DEQ re-
served and specified an amount
equal to 4% of the 2003 capitaliza-
tion grant for administrative sup-
port of the DWSRF.  DEQ and OWRB
will use an estimated amount of
$494,868 from set-aside funds for
FY 04 DWSRF administration.  This
set-aside is to fund activities that
implement, administer, and operate
the DWSRF program during State
FY 04.
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In addition to set-aside funds, at
the end of FY 04, it is projected
that approximately $89,362 is
available in the DWSRF Adminis-
trative Fee Account, which is main-
tained outside of the DWSRF loan
account.  DEQ and OWRB can uti-
lize these funds to administer the
DWSRF program.

Funds available for administration
of the DWSRF program during
State FY 04 include the adminis-
trative set-aside funds (4%) from
the 2003 capitalization grant and
the funds available in the DWSRF
Administrative Fee Account.

DEQ expects to reserve an amount
equal to 4% of the 2004 capitali-
zation grant funds for administra-
tive support of the DWSRF.  Dur-
ing State FY 05 DEQ and OWRB
will use an estimated amount of
$494,868 from set-aside funds
reserved for DWSRF administra-
tion.  This set-aside will be used to
fund activities that implement,
administer, and operate the
DWSRF program during State FY
05.

Funds available for administration
of the DWSRF program during
State FY 05 include unexpended
administrative set-aside funds
from previous years and funds
available in the DWSRF Adminis-
trative Account.

2. Small System2. Small System2. Small System2. Small System2. Small System
Technical AssistanceTechnical AssistanceTechnical AssistanceTechnical AssistanceTechnical Assistance
Section 1452(g)(2)(D) of the
SDWA authorizes states to provide
funding for technical assistance to

DEQ expects to reserve 2% of the
2004 federal capitalization grant
to fund small system technical as-
sistance activities.  Funds in the
amount of approximately
$247,434 will be specified to con-
duct these activities during state
FY 05.

3. State Program3. State Program3. State Program3. State Program3. State Program
ManagementManagementManagementManagementManagement
Section 1452(g)(2) of the SDWA,
authorizes states to provide fund-
ing to finance State Program Man-
agement (SPM) requirements.
These requirements are to provide
technical assistance to small wa-
ter systems, to provide technical
assistance through source water
protection programs, to develop
and implement the Capacity Devel-
opment Strategy, to provide Long
Term 1 Enhanced Surface Water
Treatment Rule assistance, and to
provide Disinfectants/Disinfection

public water systems serving a
population of 10,000 or fewer.
The DEQ, through a contract with
the Oklahoma Rural Water Asso-
ciation (ORWA) and others, will
accomplish this technical assis-
tance.

Small water systems will be pro-
vided technical assistance to im-
prove treatment and capacity to
operate surface water systems, to
improve compliance with drinking
water standards, comply with
monitoring and reporting require-
ments, to improve the quality of
service to customers, and the
quality of water system manage-
ment, and to increase the knowl-
edge of board members in effi-
cient water system operation.

Funds available for the Small Sys-
tem Technical Assistance Program
during State FY 04 include the 2%
set-aside funds from the 2003
capitalization grant. Comtinued on next page
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Continued from previous page

4. Local Assistance4. Local Assistance4. Local Assistance4. Local Assistance4. Local Assistance
and other Stateand other Stateand other Stateand other Stateand other State
ProgramsProgramsProgramsProgramsPrograms
Section 1452(k) of the SDWA au-
thorizes states to provide funding
for Local Assistance and other
State Programs.  The Local Assis-
tance and other State Programs
Set-aside funds will be used to
establish and implement wellhead

TABLE 3    Program Management State Match
FFY State General PWS Fees Operator Federal Total Total State 25% Amount

Revenue Certification Grant PWSS Match State Overmatch
Funds Match

FY 93 $859,000 $1,054,041 $135,000 $827,700 $2,875,741 $2,048,041 $275,900 $1,772,141

FY 03  $1,358,502  $778,706  $470,000  $1,251,900 $3,859,108 $2,607,208 $417,300 $2,189,908

FY 1993 FY 2003
PWSS grant $827,700 $1,251,900
PWSS State Match $275,900 $417,300
PWSS State Overmatch $1,772,141 $2,189,908

Current Year SPM Set-aside $1,051,595
Current Year Credit $1,051,595

By-products Rule assistance.  DEQ
personnel will accomplish these
tasks.

DWSRF set-aside funds cannot be
used to reduce the existing state
funds supporting the program.
EPA allows the
use of the FY 93
PWS State over-
match and PWSS
match for the
PWSS program to
be used to meet
the 1:1 state match
for the SPM set-aside.  However,
the rule requires that at least 50%
of the funds for the match come
from the current year.  Therefore,
the amount available for the
match is $2,189,908 from the
current year plus an equal amount
from FY 93 (if available) totaling
$4,379,816.  Since the DEQ is only
requesting $1,051,595, the
match is easily met.

DEQ will reserve 8.5% of the 2003
capitalization grant for the State
Program Management Set-aside.
DEQ may reclaim the unspecified
funds from future capitalization
grants if additional funds are
needed for State Program Man-
agement responsibilities.

protection programs as allowed
under Section 1452(k)(1)(D) of the
SDWA.

During FY 01, the DEQ received
approval for its Source Water As-
sessment and Protection Plan
(SWAPP) from the EPA. The plan
detailed how the project will be
performed and the types of analy-
ses to be conducted and reported
on each individual drinking water
system.  Draft Source Water As-
sessment and Protection Plans for
each community water system af-
fected by the rule were sent in
March of 2002 for comments and
correction.  Once the corrections
have been made, the reports will
become final.

Field teams, comprised of DEQ
staff and system representatives,
will check the accuracy of the data
and also evaluate if new sources
of contamination exist within the
Source Water Assessment and
Protection Plan delineated areas
for each source.
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Funds available for the Local As-
sistance and other State Programs
during FY 04 are unexpended
funds reserved from the previous
capitalization grants and 8.5% of
the 2003 capitalization grant.

DEQ will reserve and specify 8.5%
of the 2004 capitalization grant for
the Local Assistance and other
State Programs set-aside.  DEQ
expects to use these funds for well-
head protection activities during
FY 05.

B. DWSRF ProjectsB. DWSRF ProjectsB. DWSRF ProjectsB. DWSRF ProjectsB. DWSRF Projects
1. DWSRF Project1. DWSRF Project1. DWSRF Project1. DWSRF Project1. DWSRF Project

Priority SystemPriority SystemPriority SystemPriority SystemPriority System

DEQ has established the Project
Priority System, included as Appen-
dix B, and prepared the compre-
hensive Project Priority List, in-
cluded as Appendix C.  The com-
prehensive Project Priority List
demonstrates which eligible drink-
ing water projects are to receive
loan funds from the DWSRF.  The
comprehensive Project Priority List
is comprised of a Funding List and
a Contingency List that ranks
projects according to the DWSRF
Project Priority System that:
a. Address the most serious risk

to human health;
b. Are necessary to ensure com-

pliance with the requirements
of the SDWA; and

c. Assist systems most in need,
on a per household basis.

Eligible projects proposed by appli-
cants requesting funding from the
DWSRF are ranked and prioritized

according to the Project Priority
System procedures (the project
with the most points shall be first
on the Project Priority List; the
project with the least points shall
be last).  The specific categories
of source, treatment, storage, and
distribution are not ranked sepa-
rately.  Projects will be funded in
order of priority as each project
meets the program requirements.
A project may be bypassed if it is
not on schedule.  Bypassed
projects will be monitored and en-
couraged to meet program re-
quirements so that they may be re-
instated to the fundable portion of
the list.
2. Allocation of Funds2. Allocation of Funds2. Allocation of Funds2. Allocation of Funds2. Allocation of Funds

Allocation of funds among the eli-
gible projects is based on a six-
step process:
a. Projects of eligible applicants

that request financial assis-
tance are ranked according to
the Project Priority System and
placed on the Project Priority
List;

b. The financial assistance
needed for each drinking wa-
ter project that is ready to pro-
ceed is determined;

c. Sources of unobligated funds
available to the DWSRF that
are necessary to provide the
requested financial assistance
are identified;

d. The highest priority projects
that will be ready to proceed
during FY 04 are placed on the
FY 04 Funding List, included as
Appendix C;

e. Bypass letters are issued to
applicants which have projects
not ready to proceed accord-
ing to the Priority Ranking Sys-
tem procedures; and

f. The consistency with the funds
available and the financial as-
sistance requested is deter-
mined.

Information pertinent to each
DWSRF project is included on the
Project Priority List pursuant to the
requirements of the SDWA.  To be
placed on the fundable portion of
the list the project must be ready
to proceed. Continued on next page
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Water Treatment Rule and Dis-
infectant/ Disinfection By-
product rule.  (Target Comple-
tion: June 2004)

III. DWSRF GOAL STATEMENTS

B. Long-term GoalsB. Long-term GoalsB. Long-term GoalsB. Long-term GoalsB. Long-term Goals
1. Maintain the fiscal integrity of

the DWSRF and assure a con-
tinuous enhancement of the
loan fund for future genera-
tions.

2. Maintain the fund in perpetuity.
Perpetuity consists of maintain-
ing the principal amounts of the
state matching funds and capi-

The contingency portion of the
Project Priority List, included as
Appendix C, is developed from the
projects of applicants that are by-
passed and projects of applicants
that do not rank high enough to re-
ceive funding.  This contingency list
includes projects which may receive
loan funds should projects in the
fundable portion not proceed on
schedule.

1. Provide loans to the Nine (9)
water systems listed on the
Fundable Portion of the FY 04
Project Priority List.  (Target
Completion: June 2004)

2. Apply for 2004 capitalization
grant.  (Target Completion:
April 2004)

3. Complete set-aside work plans
specifying funds from the
2004 capitalization grant.
(Target Completion: Within 90
days of grant award)

A. Short-term GoalsA. Short-term GoalsA. Short-term GoalsA. Short-term GoalsA. Short-term Goals 4. Use set-aside funds to com-
plete source water assess-
ments and delineations.  (Tar-
get Completion: June 2004)

5. Continue to refine the Capac-
ity Development Program.

6. Use set-aside funds to imple-
ment Capacity Development
Strategy.  (Target Completion:
June 2004)

7. Use set-aside funds to provide
technical assistance to sys-
tems to comply with the Long
Term 1 Enhanced Surface

3. Status of Projects3. Status of Projects3. Status of Projects3. Status of Projects3. Status of Projects
on the Fundableon the Fundableon the Fundableon the Fundableon the Fundable
Portion of thePortion of thePortion of thePortion of thePortion of the
Priority ListPriority ListPriority ListPriority ListPriority List

a. Bixba. Bixba. Bixba. Bixba. Bixby: y: y: y: y:  An engineering report
and environmental information
document are being prepared.

b. Grady County Rb. Grady County Rb. Grady County Rb. Grady County Rb. Grady County Rural Wural Wural Wural Wural Watatatatater Dis-er Dis-er Dis-er Dis-er Dis-
trict #1 (Ptrict #1 (Ptrict #1 (Ptrict #1 (Ptrict #1 (Pocasseocasseocasseocasseocasset):t):t):t):t):  An engi-
neering report has been ap-
proved and a Finding of no Sig-
nificant Impact was issued for
this project on 3/6/03.

c. Bec. Bec. Bec. Bec. Bethanthanthanthanthany:y:y:y:y: A Master Plan for the
City has been prepared.  An en-
gineering report and environ-
mental information document
are being prepared.

d. Rd. Rd. Rd. Rd. Rogerogerogerogerogers County Rs County Rs County Rs County Rs County Rural Wural Wural Wural Wural Watatatatater Dis-er Dis-er Dis-er Dis-er Dis-
trict #4:trict #4:trict #4:trict #4:trict #4: An engineering report
and environmental information
document are being prepared.

e. Chere. Chere. Chere. Chere. Cherokokokokokee Deee Deee Deee Deee Devvvvvelopment Aelopment Aelopment Aelopment Aelopment Authoruthoruthoruthoruthor-----
ity:ity:ity:ity:ity: An engineering report and
environmental information
document have been prepared
and submitted to the DEQ.  A
Finding of No Significant Im-
pact was issued for this project
on 5/22/01.

f. Saf. Saf. Saf. Saf. Sayre:yre:yre:yre:yre:  An engineering report
and environmental information
document are being prepared.

g. Pg. Pg. Pg. Pg. Ponca City:onca City:onca City:onca City:onca City:  An engineering re-
port and environmental infor-
mation document are being
prepared.

h.h.h.h.h. OwOwOwOwOwasso:asso:asso:asso:asso:  An engineering re-
port and environmental infor-
mation document are being
prepared.

i.i.i.i.i. MaMaMaMaMaysville:ysville:ysville:ysville:ysville:  An engineering re-
port and environmental infor-
mation document are being
prepared.

4. SRF Available4. SRF Available4. SRF Available4. SRF Available4. SRF Available
FundsFundsFundsFundsFunds
For FY 04 there is expected to be
a total of $38,586,203 available
to fund Project Priority List
projects.  Total funds used and
budgeted for set-aside programs
are shown in Table 2.  The total
funds available for the DWSRF
loan program are derived from
past capitalization grants and
state matching funds, 2004 capi-
talization grant and state match,
investment income, and interest
income as shown in Table 1.
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A. DWSRF InterestA. DWSRF InterestA. DWSRF InterestA. DWSRF InterestA. DWSRF Interest
RatesRatesRatesRatesRates
The type of assistance to be pro-
vided will be loans for up to 100%
of the eligible cost of drinking wa-
ter projects.  DWSRF program re-
quirements are defined in DEQ
and OWRB program regulations.

OWRB provides a DWSRF financ-
ing plan that maintains a pool of
funds to meet the program de-
mand.  Loans at below market in-
terest rates provide affordable fi-
nancing and incentives for loan
applicants to meet the program
requirements.  The program pro-
vides for flexibility and the perpe-
tuity of the DWSRF.

The OWRB charges an annual ad-
ministration fee of 0.5% on the
unpaid loan balance.  Also, OWRB
charges an administrative fee
upon application filing.  This fee is
based on the size of the applica-
tion.  If the application is for
$249,000 or less the fee is $100.
If the application is for $250,000
to $999,000 the fee is $250.  If

IV. FINANCING PLANS

the application is for $1,000,000
or more the fee is $500.  Adminis-
trative fees collected are depos-
ited into the Drinking Water Treat-
ment Loan Administration Fund.
This fund is a statutory account
outside the DWSRF and fees de-
posited into this fund will be used
to offset the future DWSRF admin-
istrative expenses of DEQ and
OWRB.  It is projected that the
Drinking Water Treatment Loan
Administrative Fund will contain
approximately $89,362 as of June
30, 2004.

The terms of financial assistance
offered to water systems listed on
the Project Priority List will be ei-
ther the Small Drinking Water Sys-
tems Financing Plan or the Large
Drinking Water System Financing
Plan each described below.

1. Small Public1. Small Public1. Small Public1. Small Public1. Small Public
Drinking WaterDrinking WaterDrinking WaterDrinking WaterDrinking Water
Systems Financing PlanSystems Financing PlanSystems Financing PlanSystems Financing PlanSystems Financing Plan
The DEQ and OWRB have imple-
mented a policy directed toward
providing both low interest loans
and refinancing loans for small

talization grants, less set-
asides, within the DWSRF.

3. Assist the State in meeting the
total drinking water funding
needs by blending DWSRF loan
proceeds (capitalization grant
funds and state match) with
bond proceeds from the OWRB
bond program (maintained out-
side the DWSRF) to provide

long-term low-interest drinking
water financing.

4. Obtain maximum capitalization
of the fund for the State in the
shortest time possible.

5. Use set-aside funds along with
DWSRF loans to maximize com-
pliance and public health pro-
tection.

6. Promote technical, managerial,
and financial capability of all
public water supply systems.

7. Encourage the consolidation
and/or regionalization of small
public water systems that lack
the capability to operate and
maintain systems in a cost-ef-
fective manner.
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public drinking water systems (less
than 10,000 population or sys-
tems with less than 4,000 connec-
tions) will be made at 60% of ei-
ther the current variable or fixed
market rate and each will include
the administration fee.  All loans
from the DWSRF must comply with
program requirements as required
by the State�s capitalization grant.

For small systems that select the
variable rate loan, the OWRB will
utilize an interest rate based upon
60% of the rate used on its AA
rated bonds (variable rate loans
are subject to a change in interest
rate every six months).  For small
systems that choose a fixed rate
loan, the OWRB will utilize an in-
terest rate based upon 60% of the
Municipal Market Data Index.  The
Municipal Market Data Index is
recognized by the financial com-
munity and is chosen by OWRB to
identify the current fixed rate of
interest because it reflects market
rate changes daily and is easily
accessed.

It is anticipated that the DEQ will
enter into binding commitments
with five (5) small systems and
four (4) large systems during FY
04.

Prior to FY 04, 43% of Oklahoma�s
DWSRF loans were made to small
systems; therefore, DEQ exceeded
the 15% requirement for DWSRF
loan funds to small systems.  This
is presented in Exhibit 1.

Including FY 04, DEQ expects 36%
of all DWSRF loan funds commit-
ted since inception of Oklahoma�s
DWSRF program to be for small
systems.  This is presented in Ex-
hibit 2.

Exhibit 1Exhibit 1Exhibit 1Exhibit 1Exhibit 1.  .  .  .  .  DWSRF loan funds committed prior to state fiscal
year 2004.

Exhibit 2.  Exhibit 2.  Exhibit 2.  Exhibit 2.  Exhibit 2.  DWSRF loan funds committed including projects
proposed to be funded in FY 04.
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a. Interima. Interima. Interima. Interima. Interim
Construction LoanConstruction LoanConstruction LoanConstruction LoanConstruction Loan
Funds in the DWSRF will provide
construction financing in the form
of an interim direct loan to public
drinking water systems that have
a population greater than 10,000
or more than 4,000 connections.
Loan proceeds will be disbursed
to the recipient periodically
(monthly) as project expenses are
incurred.  Payment requests with
corresponding invoices will be re-
viewed and approved by the DEQ
and paid by the OWRB.  An interim
construction loan will typically be
made for a period of no more than
two years past the expected con-
struction completion date of the
project.  The rate of interest for
DWSRF interim construction loans
will be 3.25% plus the 0.5% ad-
ministration fee.  Interest and ad-
ministration fee payments will be
billed every six months.  For those
interim construction loans that
extend the loan maturity date be-
yond one year after construction
is complete, principal, as well as
interest and administrative fee
payment will be due every six
months thereafter until maturity.
The actual outstanding interim
construction loan balance will be
due and payable at the end of the
loan term.  Due to the varying na-
ture of construction projects, some
terms of the interim construction
loan agreement can be negotiated
and additional conditions may be
included by the DEQ and OWRB.

2. Large Public2. Large Public2. Large Public2. Large Public2. Large Public
Drinking WaterDrinking WaterDrinking WaterDrinking WaterDrinking Water
System Financing PlanSystem Financing PlanSystem Financing PlanSystem Financing PlanSystem Financing Plan

b. Blended Long-termb. Blended Long-termb. Blended Long-termb. Blended Long-termb. Blended Long-term
DWSRF/BondDWSRF/BondDWSRF/BondDWSRF/BondDWSRF/Bond
Refinancing LoanRefinancing LoanRefinancing LoanRefinancing LoanRefinancing Loan
The OWRB will provide 60% of the
total eligible cost from OWRB bond
proceeds from outside the DWSRF.
Funds equaling 40% of the eligible
cost are provided from a direct
loan from the DWSRF.  This
blended long-term loan may be a
refinance of existing eligible
DWSRF interim construction loans
or eligible local debt obligations
after the completion of construc-
tion.  This will result in a blending
of the bond proceeds from outside
the DWSRF at the then current
market rate with direct DWSRF
funds at a 0% interest rate plus the
administration fee.  Section 1452
of the SDWA allows the DWSRF to
make interest free loans.  This also
results in a net total project inter-
est rate of approximately 60% of
the bond market rate.  The portion
of the loan (60%) from the OWRB
bond proceeds will be made as a

variable or fixed rate loan not to
exceed the term of the OWRB
bond.  The portion of the loan pro-
ceeds from the DWSRF will be at
0% for up to 20 years from the
date of construction completion
for repayment.  Project accounts
between the OWRB bonds and the
DWSRF will be maintained by the
OWRB, and funds will be kept
separate.

A long-term refinancing blended
loan can be used to refinance eli-
gible local debt, a DWSRF interim
construction loan, or can be used
as the first line financing for the
construction of a project where the
construction period is relatively short
and/or the total estimated project
cost is not expected to vary signifi-
cantly.  The blended approach al-
lows the State to provide for a
larger quantity of low interest
blended funds for meeting total
DWSRF financing needs.  The
OWRB and the DEQ retain the right

to determine which financ-
ing scenario (DWSRF in-
terim construction loan,
long-term blended loan, or
long-term direct loan from
DWSRF) can be utilized in
any individual instance in
order to protect the fiscal
integrity of the DWSRF.

It is anticipated that the
DEQ will enter into binding
commitments with three
(3) large systems for an in-
terim construction loan
during FY 04.
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DEQ provides the necessary assur-
ances and certifications as a part
of the Operating Agreement be-
tween the DEQ and the EPA. The
DEQ/EPA Operating Agreement
includes the requirements of the
SDWA, as follows:

1. The State has the authority to
establish a DWSRF project
loan fund and to operate the
DWSRF program in accor-
dance with the SDWA.

2. The State will comply with its
statutes and regulations.

3. The State has the technical
capability to operate the pro-
gram.

4. The State will accept capitali-
zation grant funds in accor-
dance with a payment sched-
ule.

V. ASSURANCES AND SPECIFIC
 PROPOSALS

5. The State will deposit all capi-
talization grant funds in the
DWSRF project fund or set-
aside account.

6. The State will provide an
amount at least equal to 20
percent of the capitalization
grant (State match) in the
DWSRF project fund.

7. The State will deposit interest
earnings and repayments into
the DWSRF project fund.

8. The State will match capitali-
zation grant funds the State
uses for 1452 (g)(2) set-
asides.

9. The State will use Generally
Accepted Accounting Prin-
ciples.

10.The State will have the DWSRF
project fund and set-aside ac-

count audited annually in ac-
cordance with General Ac-
cepted Government Auditing
Standards.

11.The State will adopt policies
and procedures to assure that
borrowers have a dedicated
source of revenue for repay-
ments.

12.The State will commit and ex-
pend funds as efficiently as
possible, and in an expeditious
and timely manner.

13.The funds will be used in ac-
cordance with the IUP.

14.The State will provide EPA with
a Biennial Report.

15.The State will comply with all
federal cross-cutting authori-
ties.

The State agrees that binding com-
mitments for DWSRF projects
which receive loan funds made
available from the capitalization
grant will be made only after the
State has conducted an environ-
mental review according to
DWSRF regulations (OAC
252:633) and a determination is
executed and distributed using the
EPA approved SERP.

The State agrees to submit Bien-
nial Reports to the EPA on the ac-
tual use of funds and how the
State has met the goals and ob-
jectives for the previous fiscal year
as identified in the IUP for the pre-
vious year.



DWSRF State Fiscal Year 2004 15

VI. CRITERIA FOR DWSRF PROJECT
SELECTION AND METHOD OF
DISTRIBUTION OF DWSRF FUNDS

A. Distribution ofA. Distribution ofA. Distribution ofA. Distribution ofA. Distribution of
MoniesMoniesMoniesMoniesMonies
The following criteria were used to
develop the proposed distribution
of the DWSRF monies:

1. Utilize set-asides as authorized
by the SDWA.

2. Identify all possible public
drinking water systems eligible
to receive DWSRF assistance.

3. Identify and rank public drink-
ing water system projects re-
questing financial assistance
that results in compliance with
SDWA requirements on the
DWSRF Project Priority List.

4. Determine the readiness to
proceed of each project ranked
on the DWSRF Project Priority
List.

5. Identify the sources and spend-
ing limits of DWSRF.

6. Allocate funds to projects ready
to proceed according to the
Project Priority System, Appen-
dix B.

7. Develop a grant payment
schedule that will be used to
make timely binding commit-
ments to the projects selected
for DWSRF assistance.  The an-
ticipated federal DWSRF loan
fund payment schedule for the
1997 through 2004 capitaliza-
tion grants is included as Ap-
pendix D.

8. Develop an outlay schedule to
pay project costs as incurred.

All funds in the DWSRF will be
used to provide direct construction
loans, long-term small community
loans, or to refinance existing debt
obligations of eligible applicants,
when such debt obligations were
incurred, and the construction
commenced after July 1, 1993,
and all program requirements
have been met.

Provisions for project bypass, as-
sistance deadlines, and default
are addressed in the DEQ DWSRF
Regulations and/or State legisla-
tion implementing the DWSRF.

B. Funds Available forB. Funds Available forB. Funds Available forB. Funds Available forB. Funds Available for

DWSRF ProjectsDWSRF ProjectsDWSRF ProjectsDWSRF ProjectsDWSRF Projects
As shown in Table 1, a total of
$38,586,203 will potentially be
available during FY 04 for project
loans.  There is a great need for
funding drinking water infrastruc-
ture and the current demand for
funds by projects that are ready to
proceed will justify leveraging of
funds.

C. DWSRF LeveragedC. DWSRF LeveragedC. DWSRF LeveragedC. DWSRF LeveragedC. DWSRF Leveraged

Bond IssueBond IssueBond IssueBond IssueBond Issue
Demand for funding through the
DWSRF Program has increased sub-
stantially for the FY 2004 fiscal year
and following fiscal years.  As a re-
sult, the DEQ and the OWRB are
proposing to issue DWSRF Revenue
Bonds in an estimated amount of
$100 to $200 million (subject to
change) to finance the additional
demand.  The Revenue Bonds will
be sized based on the amount of
identified need, and a portion of the
proceeds may include funds for the
purpose of providing the state
matching funds for the FY 2002 and
FY 2003 capitalization grants.  The
Revenue Bonds may also be sized
to refinance the currently outstand-
ing Drinking Water State Revolving
Fund Revenue Notes, Series 2001,
for the purpose of reducing the in-
terest rates, extending the maturi-
ties, and freeing up funds held in
reserve for the Notes in order to pro-
vide a better pledge of security on
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D. Description ofD. Description ofD. Description ofD. Description ofD. Description of
Financial Status ofFinancial Status ofFinancial Status ofFinancial Status ofFinancial Status of
DWSRFDWSRFDWSRFDWSRFDWSRF
During FY 04, the funds expected
to be available to the DWSRF are
those funds available from past
grants and including the 2004
capitalization grant; the required
state matching funds; investment
income, interest earnings and loan
repayments.  At present, the DEQ
is expecting to receive
$17,128,060 in state matching
funds for the years FY 97 through
FY 03.  As loans are made and
project costs have been incurred,
the DWSRF accrued some interest
on these funds.  The financial sta-
tus of the DWSRF is further de-
tailed in Table 1.

E. Development ofE. Development ofE. Development ofE. Development ofE. Development of
Payment SchedulePayment SchedulePayment SchedulePayment SchedulePayment Schedule
The total amount of loan funds
and spending limits are identified
in the grant payment schedule in-
cluded as Appendix D.  This chart
shows the federal payment sched-
ules for loan funds since the be-
ginning of the program and the
expected payment schedule for
2004 capitalization grants.  These
amounts are summarized by quar-
ter and the totals are shown.

the Revenue Bond issue.  The Rev-
enue Bonds may be issued in a
single series, or multiple, smaller
series as funds as required for eli-
gible project costs.  The first series
of Revenue Bonds are projected for
issuance in August 2003.

While the final size and structure of
the bond issue remain in develop-
ment, it is anticipated that the is-
suance may result in modifications
to the DWSRF financing strategies
for local loans.  These modifications
may include decreasing the interest
rate subsidy level on local loans,
changing to a single direct, long-
term loan for large communities,
pledging capitalization grants and
other program assets to a common
reserve for the Revenue Bond issue,
or other modifications as may be
appropriate.  The DEQ and the
OWRB remain committed to achiev-
ing the goals of the Safe Drinking
Water Act by providing the greatest
amount of low-interest financing to
the greatest number of borrowers.
The structure and size of the Rev-
enue Bond issue will be designed
to minimize the impact of program
changes on local borrowers and
maintain the DWSRF Program as a
permanent and perpetual source of
financing.

All project loans scheduled for
funding from the DWSRF will be
reviewed for consistency with ap-
propriate planning, design, and
construction requirements.  Evi-
dence of this review and funding
shall be documented in each
DWSRF project file.

DEQ will use a minimum of fifteen
percent (15%) of all capitalization
grant amounts to provide loan as-
sistance to small drinking water
systems that serve populations
less than 10,000.

Oklahoma�s grant payment sched-
ule is based on the state�s projec-
tion of when program set-asides
will be utilized and as project bind-
ing commitment schedules de-
velop.  EPA/ACH System draws for
project loans are proposed so that
the federal share of disburse-
ments for the DWSRF priority list
projects will be a minimum of
79.381%.  The actual percentage
varies because the percentages of
funds reserved for set-asides may
differ in each capitalization grant.
Set-aside payments will be 100%
federal funds.

F. Development of theF. Development of theF. Development of theF. Development of theF. Development of the
DWSRF PaymentDWSRF PaymentDWSRF PaymentDWSRF PaymentDWSRF Payment
ScheduleScheduleScheduleScheduleSchedule
Oklahoma�s projected grant pay-
ment schedule is based on the
time of the capitalization grant
award, the scheduled dates for
binding commitments, projected
construction schedules for
projects, and the proposed budget
for set-asides.
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VII. SAFE DRINKING WATER ACT
AMENDMENT OPTIONS

A. Privately OwnedA. Privately OwnedA. Privately OwnedA. Privately OwnedA. Privately Owned
Drinking WaterDrinking WaterDrinking WaterDrinking WaterDrinking Water
SystemsSystemsSystemsSystemsSystems
Although the SDWA provides for
funding of privately owned drinking
water systems, the DEQ has deter-
mined that funding these systems
is not in compliance with the state
statutes and constitution.  Accord-
ing to Oklahoma Annotated Code
Title 82 Section 1085.72 and Article
10 Paragraph 39 of the Constitution
of Oklahoma, the definition of eli-
gible entity is limited to mean �any
city, town, county or the State of
Oklahoma, and any rural sewer dis-
trict, public trust, master conser-
vancy district, any other political
subdivision.�  By law the funds es-
tablished for the Drinking Water
State Revolving Fund are limited to
those entities, precluding any pri-
vately owned entities from receiv-
ing monies.
B. DisadvantagedB. DisadvantagedB. DisadvantagedB. DisadvantagedB. Disadvantaged
CommunitiesCommunitiesCommunitiesCommunitiesCommunities
The SDWA provides for an option to
states to provide low interest, zero
percent interest, and loan forgive-

ness programs to disadvantaged
communities.  In order to meet the
program goals of maintaining the fis-
cal integrity of the DWSRF, assuring
a continuous enhancement of the
loan fund for future generations, and
maintaining the fund in perpetuity,
the state has determined not to pro-
vide a program for disadvantaged
communities.  There are other fund-
ing sources including state grant pro-
grams that provide funding of
projects in small disadvantaged com-
munities.  The DWSRF project prior-
ity system provides for priority points
to be given to projects that benefit
disadvantaged communities.
C.C.C.C.C. Transfer of FundsTransfer of FundsTransfer of FundsTransfer of FundsTransfer of Funds
Under the SDWA, the state is al-
lowed to transfer and/or cross-col-
lateralize fund assets of the DWSRF
program and the Clean Water State
Revolving Fund (CWSRF) program.
During FY 2004 Oklahoma may take
advantage of funding flexibility be-
tween the Clean Water and Drink-
ing Water SRF programs, provided
by the Environmental Protection
Agency, in order to assure adequate
capacity to meet all funding de-

mands. In accordance with the Safe
Drinking Water Act-SRF funds trans-
fer provisions (Section 302), the
State hereby reserves the author-
ity �to transfer an amount up to 33
percent of the [FY 2004] Drinking
Water SRF program capitalization
grant to the Clean Water SRF pro-
gram or an equivalent amount from
the Clean Water SRF program to the
Drinking Water SRF program.�

Prior to any actual transfer of funds,
the Intended Use Plan and capitali-
zation grant agreement will be
amended; an Attorney General�s
opinion certifying that State law
permits the State to transfer funds
will be submitted; and transfers will
be made by the Governor, in accor-
dance with Section 302 of the Safe
Drinking Water Act. Currently, the
Safe Drinking Water Act requires
states to request transfer authority
on a year-to-year basis, limiting the
ability to transfer funds in future
years. Funds will not be transferred
between programs during FY 2004
or in future years unless a perma-
nent extension of transfer author-
ity is granted.

VIII. PUBLIC REVIEW AND COMMENT
A public meeting, conducted in com-
pliance with the Oklahoma State
Administrative procedures Act and
DWSRF regulations will be held on
May 15, 2003. To ensure that inter-
ested parties are made aware of the
public meeting date DEQ published
notice in the Oklahoma Register,

posted notice on the DEQ web-site,
and distributed announcements to
a mailing list of public water sys-
tems, state and federal agencies,
environmental organizations, public
health officials, consulting engi-
neers, financial consultants, and in-
terested citizens.  The agenda will

be posted at the meeting site.  The
public meeting is scheduled to re-
view this IUP, the Project Priority
System, and the Funding and Con-
tingency Project Priority List.  A com-
ment period following the public
meeting will remain open until June
16, 2003.

Revisions to this plan determined
to be insignificant and/or minor
revisions required for administra-
tive purposes, shall be made by the

IX. AMENDMENTS TO THE PLAN
DEQ without notification to the pub-
lic, and will be reported to EPA in
the Annual Report.  Any changes in

the IUP shall be made in accor-
dance with procedures provided in
the DEQ DWSRF Regulations.
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APPENDIX A
SOURCES AND USES OF FUNDSSOURCES AND USES OF FUNDSSOURCES AND USES OF FUNDSSOURCES AND USES OF FUNDSSOURCES AND USES OF FUNDS

Sources of Funds
Federal Grants $        85,640,300.00
State Match $        17,128,060.00
Principal Repayments $        11,527,960.00
Interest Earnings on Loans $          2,207,726.00
Interest Earnings on Account $             613,982.00
Large System Refinance
Sub Total $      117,118,028.00
Anticipated FY 04 Revenue
Federal Grant $        12,371,700.00
State Match $          2,474,340.00
Principal Repayments $ 9,127,186.00
Interest Earnings on Loans $ 964,531.00
Interest Earnings on Account $ 159,101.00
Large System Refinance $                          -
Sub Total $ 25,096,858.00
Total Sources of Funds $ 142,214,886.00

Uses of Funds
Loan Program Binding Commitments prior to FY 04
Small System $ 34,382,058.00
Large System $ 45,762,459.00
Expected Loan Program Binding Commitments for FY 04
    Small System $ 5,989,450.00
    Large System $ 27,200,000.00
Sub Total $ 113,333,967.00
Prior to FY 04 Debt Service on State Match Note $ 1,698,525.00
FY 04 Debt Service on State Match Note $ 1,355,254.00
Sub Total $ 3,053,779.00
Set-Asides prior to FY 04 $ 17,584,895.00
Set-Asides from FY 04 Cap Grant $  2,845,491.00
Administration $  494,868.00
Small System Technical Assistance $ 247,434.00
Program Management $ 1,051,594.50
Local Assistance
    Wellhead Protection $ 1,051,594.50
Sub Total $ 20,430,386.00
Total Uses of Funds $ 136,818,132.00

Balance $  5,396,754.00
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APPENDIX B
PROJECT PRIORITY SYSTEMPROJECT PRIORITY SYSTEMPROJECT PRIORITY SYSTEMPROJECT PRIORITY SYSTEMPROJECT PRIORITY SYSTEM

OKLAHOMA DEPARTMENT OF ENVIRONMENTAL QUALITYOKLAHOMA DEPARTMENT OF ENVIRONMENTAL QUALITYOKLAHOMA DEPARTMENT OF ENVIRONMENTAL QUALITYOKLAHOMA DEPARTMENT OF ENVIRONMENTAL QUALITYOKLAHOMA DEPARTMENT OF ENVIRONMENTAL QUALITY
DRINKING WATER STATE REVOLVING FUNDDRINKING WATER STATE REVOLVING FUNDDRINKING WATER STATE REVOLVING FUNDDRINKING WATER STATE REVOLVING FUNDDRINKING WATER STATE REVOLVING FUND

Statutory References: OAC 252:633-1-5, OAC 252:633-3-4Statutory References: OAC 252:633-1-5, OAC 252:633-3-4Statutory References: OAC 252:633-1-5, OAC 252:633-3-4Statutory References: OAC 252:633-1-5, OAC 252:633-3-4Statutory References: OAC 252:633-1-5, OAC 252:633-3-4
and OAC 252:633 and OAC 252:633 and OAC 252:633 and OAC 252:633 and OAC 252:633 Appendix AAppendix AAppendix AAppendix AAppendix A

These procedures are necessary to determine the eligibility and priority of entities to receive financial assis-
tance under the Federal Safe Drinking Water Act Amendments of 1996 and from the Drinking Water State
Revolving Fund (DWSRF).

Part I:  Definitions:
�Com�Com�Com�Com�Comprehensivprehensivprehensivprehensivprehensive Pre Pre Pre Pre Project Priority List (Project Priority List (Project Priority List (Project Priority List (Project Priority List (Project Priority List)�oject Priority List)�oject Priority List)�oject Priority List)�oject Priority List)� means a list of all projects requesting funds from
the DWSRF, ranked in order of priority for funding for which DWSRF assistance is expected during a five-year
planning period.

�Contingency section��Contingency section��Contingency section��Contingency section��Contingency section� means that portion of the Project Priority List consisting of projects which may receive
loans due to bypass provision or due to additional funds becoming available.

�F�F�F�F�Fundable List�undable List�undable List�undable List�undable List� means projects listed on the Project Priority List which have met all requirements for funding
and includes projects scheduled for financial assistance during the funding year.

�F�F�F�F�Funding yunding yunding yunding yunding year�ear�ear�ear�ear� means the first year of the planning period represented by a Project Priority List.

�Pr�Pr�Pr�Pr�Project priority points�oject priority points�oject priority points�oject priority points�oject priority points� means the total number of points assigned to a project by using the priority ranking
formula.

Part II:  DWSRF Project Priority System
AAAAA..... Preparation.Preparation.Preparation.Preparation.Preparation. DEQ shall prepare and maintain a current Project Priority List which ranks projects

according to these DWSRF Project Priority System Procedures in the order of priority.  Priority for the use
of the DWSRF funds shall be given to projects that:

1. address the most serious risk to human health;

2. are necessary to ensure compliance with the requirements of the SDWA; and

3. assist systems most in need, on a per household basis.

Applicants shall be ranked according to the formula in Section IV of these procedures with the projects
ranked by points (the project with the most points shall be first on the Project Priority List; the project with the
least points shall be last).
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B.B.B.B.B. Public parPublic parPublic parPublic parPublic participation.ticipation.ticipation.ticipation.ticipation.  DEQ shall insure that there is adequate public participation on the DWSRF Project
Priority System and the Project Priority List.  A public meeting shall be held to discuss the DWSRF IUP,
which includes the Project Priority List and any revisions that were made to the DWSRF Project Priority
System.  These public participation procedures shall follow the Oklahoma Administrative Procedures Act.
The notice of public meeting shall precede the public meeting by 30 days and shall be published in a
statewide publication.  At this time, DEQ shall circulate information about the IUP and the Project Priority
List including a description of each proposed project.  Attendees of the public meeting will be allowed to
express their views concerning the Project Priority List and system.  A 30 day public comment period shall
follow each meeting.

C.C.C.C.C. PrPrPrPrProject Priority List.oject Priority List.oject Priority List.oject Priority List.oject Priority List.  A Project Priority List shall become effective and supersede all previous lists upon
completion of the public participation process and resolution of comments.  A Project Priority List, as
updated during the funding year, shall remain effective until such time as it is superseded by a new list.

D.D.D.D.D. AAAAAdditional allodditional allodditional allodditional allodditional allotments.tments.tments.tments.tments. After determining the fundable portion of the Project Priority List, DEQ may de-
termine that it is necessary or desirable to obligate available funds and the funding point may be extended
to include the next highest ranked project(s) on the contingency section of the Project Priority List in
priority order.  Any sum made available to the DWSRF by reallotment or the release of funds that were
previously obligated shall follow these procedures.

E.E.E.E.E. PrPrPrPrProject remooject remooject remooject remooject removvvvval.al.al.al.al.  DEQ may remove a project from the Project Priority List when the project has been
funded, the project is found to be ineligible, it is indicated that the applicant does not intend to continue in
the DWSRF, or DEQ has determined that the applicant does not have financial capability to construct the
project.  The applicant whose project is affected shall be given a written notice that the project is to be
removed from the list.

FFFFF..... Amount of fAmount of fAmount of fAmount of fAmount of financial assistance.inancial assistance.inancial assistance.inancial assistance.inancial assistance.  The amount of financial assistance shall be the sum of the total eligible
costs related to construction.  The amount is contingent upon the availability of funds for this purpose.

G.G.G.G.G. AAAAAddition of neddition of neddition of neddition of neddition of new prw prw prw prw projects tojects tojects tojects tojects to the Pro the Pro the Pro the Pro the Project Priority List.oject Priority List.oject Priority List.oject Priority List.oject Priority List.  To be included on the Project Priority List, the appli-
cant must submit a request to DEQ, including project description, estimated assistance to be requested
and a schedule for the proposed project for such placement.  The request must specify that the applicant
intends to apply for financial assistance from the DWSRF.  DEQ will evaluate the request for eligibility and
if it is determined that this request could result in a project that meets DWSRF requirements, the potential
project will be ranked and added to the Project Priority List.
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Part III:  Management of the Project Priority List.

AAAAA..... PrPrPrPrProjects included.  ojects included.  ojects included.  ojects included.  ojects included.  The comprehensive Project Priority List shall consist of all eligible projects requesting
placement on the Project Priority List.  Projects which meet all requirements for funding shall be placed
on a Fundable List and included in the current Intended Use Plan (IUP).  Projects which rank below the
available funding level shall be considered the contingency section of the Fundable List.  Projects in this
part of the list may receive loans due to bypass provision or due to additional funds becoming available.

B.B.B.B.B. PrPrPrPrProject ranking.oject ranking.oject ranking.oject ranking.oject ranking. The ranking factors are based on the relative impact of the project in achieving the
objectives of the Safe Drinking Water Act of 1996.  The ranking factors are listed in Part III of these
procedures.

C.C.C.C.C. Tie breaking prTie breaking prTie breaking prTie breaking prTie breaking procedure.ocedure.ocedure.ocedure.ocedure. A tie breaking procedure shall be used when two or more projects have equal
points under the Project Priority System and are in competition for funds.  Tied projects will be ranked
with the first project which has the greatest value for the ranking factor for Violations of Maximum Allow-
able Levels (Primary Standards).

D.D.D.D.D. PrPrPrPrProject boject boject boject boject bypass.ypass.ypass.ypass.ypass. A project on the fundable portion of the Project Priority List may be bypassed for one
year if it is not on schedule as indicated in the IUP or the project�s specific consent/administrative order.
The applicant whose project is affected shall be given a written notice that the project is to be bypassed.
Bypassed projects may be reinstated on the funded portion of the list if sufficient funds are available, and
the applicant completes the necessary tasks to proceed.  Funds which become available due to the
utilization of these bypass procedures will be applied to the next ranked project on the project priority list.

EEEEE PrPrPrPrProject Priority List updatoject Priority List updatoject Priority List updatoject Priority List updatoject Priority List update.e.e.e.e. The priority list shall be  periodically reviewed by the DEQ Water Quality
Division Director and changes (i.e., loan award dates, estimated construction assistance amounts, project
bypass, addition of new projects, etc.) will be made as necessary.

Part IV: Ranking System
Projects may only receive points for violations and deficiencies that they seek to address.  For consolidations,
points will be awarded for the parent system and all systems that the project proposes to consolidate.  Priority
points may be recalculated each time a new Project Priority List is created and presented to the public.

AAAAA..... FFFFFormula.ormula.ormula.ormula.ormula. The project priority points (P) are derived from the formula:

P = A + B + C + D + E + F + G + H + IP = A + B + C + D + E + F + G + H + IP = A + B + C + D + E + F + G + H + IP = A + B + C + D + E + F + G + H + IP = A + B + C + D + E + F + G + H + I

where the factors are defined as:

11111..... A = Violations of Maximum Allowable Levels (Primary Standards).
2.2.2.2.2. B = Quantity Deficiencies.
3.3.3.3.3. C = Design Deficiencies.
4.4.4.4.4. D = Vulnerability to Potential Pollution.
5.5.5.5.5. E = Violation of Recommended Maximum Levels (Secondary Levels).
6.6.6.6.6. F = Consolidation.
77777..... G = Compliance Orders.
8.8.8.8.8. H = Source Water Protection.
9.9.9.9.9. I = Affordability.
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Ranking factors one through eight are to address the risks to human health and the compliance with the Safe
Drinking Water Act of 1996 requirements.  Ranking factor nine addresses the affordability requirements of
the Safe Drinking Water Act of 1996.

B.B.B.B.B. FFFFFactactactactactororororors Descriptions.s Descriptions.s Descriptions.s Descriptions.s Descriptions.

11111..... Violations of Maximum AlloViolations of Maximum AlloViolations of Maximum AlloViolations of Maximum AlloViolations of Maximum Allowwwwwable Leable Leable Leable Leable Levvvvvels (Primarels (Primarels (Primarels (Primarels (Primary Standary Standary Standary Standary Standards). ds). ds). ds). ds). Maximum allowable levels are established
for those parameters which may be detrimental to public health. Severity point values will be the sum of
points for the violations of a contaminant during a 24 month period, from the date of the request.  Con-
taminants reported quarterly, such as nitrate, may include up to eight violations during this 24 month
period. Those contaminants reported monthly, such as fecal coliform, may include up to twenty-four viola-
tions during this 24 month period.  Violations of standards of contaminants based on a running annual
average, such as total trihalomethanes, will be based on a 12 month reporting period and will include
only severity value.  Violations of more than one contaminant are additive.  These violations are docu-
mented by inclusion in the Safe Drinking Water Information System (SDWIS).  These values may be in-
creased quarterly in the event that there are repeated violations.

Contaminant Severity
Points  Per Violation)

Antimony ........................................................................... 10
Arsenic .............................................................................. 10
Asbestos ........................................................................... 10
Barium ................................................................................ 2
Beryllium .......................................................................... 10
Cadmium .......................................................................... 10
Chromium ......................................................................... 10
Copper >1.3 ....................................................................... 5
Fluoride > 4 ........................................................................ 5
Gross Alpha Radioactivity .................................................. 5
Gross Beta Radioactivity ................................................... 5
Lead .................................................................................. 10
Mercury ............................................................................ 10
Nickel ................................................................................ 10
Nitrate ............................................................................... 20
Selenium ............................................................................ 5
Thallium ............................................................................ 10
Turbidity ............................................................................ 10
Radium ............................................................................. 10
Radon ................................................................................. 5
Fecal Coliform .................................................................. 20
Total Colifom .................................................................... 10
Total Organic Carbon (TOC) ............................................. 10
Total Trihalomethanes ..................................................... 10
Pesticides and other SOCs .............................................. 10
Volatile Organic Contaminants ....................................... 10
Haloacetic Acids .............................................................. 10
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2.2.2.2.2. Quantity DefQuantity DefQuantity DefQuantity DefQuantity Deficiencies (B).iciencies (B).iciencies (B).iciencies (B).iciencies (B).  Quantity deficiencies are shortages of water due to source, treatment, or
distribution problems.  Deficiencies of only one condition will be allowed.  These conditions are docu-
mented by inspection records, a comprehensive performance evaluation, or another system evaluation.

Condition ................................................................. Severity
Continual shortage ..........................................................10
Shortage during peak demands (daily) ..........................   8
Shortage during high use (seasonal) .............................   6

3.3.3.3.3. Design DefDesign DefDesign DefDesign DefDesign Deficiencies (C).iciencies (C).iciencies (C).iciencies (C).iciencies (C). Design deficiencies are those which could be corrected by enlargement, re-
pair, or replacement of a portion of the system.  Deficiencies of more than one condition are additive.
These conditions are documented by inspection records, a comprehensive performance evaluation, or
another system evaluation.

Condition ................................................................. Severity
Inadequate filtration (surface) ........................................ 10
Pressure filtration .............................................................  9
Inadequate disinfection .................................................. 10
Inadequate chemical feed ...............................................  8
Inadequate mixing ............................................................  8
Inadequate settling ...........................................................  8
Inadequate storage ..........................................................  8
Inadequate distribution (low pressure) ...........................  8
Inadequate distribution (area not served) ......................  8
Inadequate distribution (deterioration) ...........................  8
Demand exceeds design capacity .................................. 10
Inadequate laboratory equipment ...................................  7
Inadequate intake structure ............................................  8
Improper well construction.............................................. 10
Groundwater under the influence of surface water ...... 10
Inadequate water treatment wastewater disposal ........ 10

4.4.4.4.4. VVVVVulnerability tulnerability tulnerability tulnerability tulnerability to Po Po Po Po Poooootttttential Pential Pential Pential Pential Pollution (D).ollution (D).ollution (D).ollution (D).ollution (D). Vulnerability describes a condition in which the source of
supply for a system could potentially be contaminated and for which the project will address.  Vulnerabilities
to more than one condition are additive.  These conditions are documented by vulnerability assessments
for monitoring waivers or source water protection area assessments.

Condition .................................................................Severity
Point source discharge in delineated area ........................ 10
Subject to industrial spills ...................................................  5
Subject to agricultural chemicals .......................................  5
Subject to oil/gas/coal/mineral operations ......................  5
Unprotected watershed .......................................................  3
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5. Violation of R5. Violation of R5. Violation of R5. Violation of R5. Violation of Recommended Maximum Leecommended Maximum Leecommended Maximum Leecommended Maximum Leecommended Maximum Levvvvvels (Secondarels (Secondarels (Secondarels (Secondarels (Secondary Standary Standary Standary Standary Standards) (E).ds) (E).ds) (E).ds) (E).ds) (E).

Recommended maximum levels are set for parameters, which are not harmful to health, but make the
water undesirable for use.  Deficiencies of more than one condition are additive. These conditions are
documented in the State Environmental Laboratory database.

Contaminant Severity
Chloride ............................................................................. 3
Color .................................................................................. 3
Copper  >1 but <1.3 ......................................................... 3
Corrosivity .......................................................................... 3
Fluoride >2 but <4 ........................................................... 3
Foaming Agents ................................................................ 3
Iron ..................................................................................... 3
Manganese ....................................................................... 3
Odor ................................................................................... 3
pH ...................................................................................... 3
Sulfate ............................................................................... 3
TDS .................................................................................... 3
Zinc .................................................................................... 3

6.6.6.6.6. Consolidation (F).Consolidation (F).Consolidation (F).Consolidation (F).Consolidation (F).  Projects which result in the consolidation, interconnection, or improvement of ser-
vices for two or more water systems shall add twenty (20) for consolidation, ten (10) for interconnection,
and ten (10) for improvement of services such as back-up or emergency supply.   Projects may meet
more than one of these conditions. The points awarded for this category are documented in the scope of
the project submitted by the system.

77777..... ComComComComCompliance Orpliance Orpliance Orpliance Orpliance Orderderderderders (G).s (G).s (G).s (G).s (G).  Projects that will result in the compliance with a formal enforcement action will
receive fifty (50) points.

8.8.8.8.8. SourSourSourSourSource wce wce wce wce watatatatater prer prer prer prer proooootttttection (H).ection (H).ection (H).ection (H).ection (H).  Water supply systems which have implemented source water protection
programs such as watershed protection programs or wellhead protection programs will add ten (10) to
their total.

9.9.9.9.9. AfAfAfAfAffffffororororordability (I).dability (I).dability (I).dability (I).dability (I). This element is to assist systems most in need, on a per household basis.  The points
awarded for this category are documented by the latest census information.

Median Household Income Severity
less than $10,000 .................................................................................................... 30
between $10,000 and $17,000 ............................................................................ 20
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APPENDIX E
NOTICE OF PUBLIC MEETINGNOTICE OF PUBLIC MEETINGNOTICE OF PUBLIC MEETINGNOTICE OF PUBLIC MEETINGNOTICE OF PUBLIC MEETING

TITLE 252.  OKLAHOMA DEPARTMENT OF ENVIRONMENTAL QUALITYTITLE 252.  OKLAHOMA DEPARTMENT OF ENVIRONMENTAL QUALITYTITLE 252.  OKLAHOMA DEPARTMENT OF ENVIRONMENTAL QUALITYTITLE 252.  OKLAHOMA DEPARTMENT OF ENVIRONMENTAL QUALITYTITLE 252.  OKLAHOMA DEPARTMENT OF ENVIRONMENTAL QUALITY
LOCAL PROJECT FUNDING CONTRACT ANNOUNCEMENTLOCAL PROJECT FUNDING CONTRACT ANNOUNCEMENTLOCAL PROJECT FUNDING CONTRACT ANNOUNCEMENTLOCAL PROJECT FUNDING CONTRACT ANNOUNCEMENTLOCAL PROJECT FUNDING CONTRACT ANNOUNCEMENT

DESCRIPTION OF THE PROJECT:DESCRIPTION OF THE PROJECT:DESCRIPTION OF THE PROJECT:DESCRIPTION OF THE PROJECT:DESCRIPTION OF THE PROJECT:
The Drinking Water State Revolving Fund (DWSRF) was made possible by the passage of the Safe Drinking
Water Act Amendments of 1996.  The act authorizes funds to be used by states to establish a revolving loan
fund to address drinking water infrastructure needs and correct other water system deficiencies that might
result in violations of drinking water standards.  The Department of Environmental Quality (DEQ) in conjunc-
tion with the Oklahoma Water Resources Board (OWRB) conducts project reviews for selecting those entities
to be considered for low interest loans.  The DEQ/OWRB will enter into loan agreements with the selected
entities.  A public meeting to receive comments on the SFY 2004 Intended Use Plan, Priority Ranking Sys-
tem, and the Project Priority List, which will include a listing of those entities which have expressed an inter-
est in obtaining a loan from the DWSRF, will be held May 15, 2003 at 1:30pm in the DEQ Office Building,
Multi-Purpose Room, at 707 N. Robinson, Oklahoma City, Oklahoma.

FUNDS AVAILABLE:FUNDS AVAILABLE:FUNDS AVAILABLE:FUNDS AVAILABLE:FUNDS AVAILABLE:
Uncommitted FFY 03, and FFY 04 federal funds; state matching funds; and interest on state funds totaling
approximately $20 million are anticipated to be available during SFY 2004 for drinking water loans.

ELIGIBILITY:ELIGIBILITY:ELIGIBILITY:ELIGIBILITY:ELIGIBILITY:
A potential loan recipient is any eligible public water supply system.  The authority for this program is estab-
lished by the Safe Drinking Water Act Amendments of 1996, Section 1452 and Title 82 of Oklahoma Stat-
utes Annotated, Section 1085.  Any entity wishing to obtain more information on eligibility for this program
should contact Leandra �Andy� Callaway or Patty Thompson at (405) 702-8100.

APPLICATION DEADLINE:APPLICATION DEADLINE:APPLICATION DEADLINE:APPLICATION DEADLINE:APPLICATION DEADLINE:
Application deadline is within the current state fiscal year.

CONTACT PERSON:CONTACT PERSON:CONTACT PERSON:CONTACT PERSON:CONTACT PERSON:
For additional information regarding the Intended Use Plan or the public meeting, contact Leandra �Andy�
Callaway at (405) 702-8100 or E-mail: Leandra.Callaway@deq.state.ok.us.  A copy of the draft plan may be
reviewed on the eighth floor at:  Oklahoma Dept. of Environmental Quality, Water Quality Division, 707 N.
Robinson, Oklahoma City, Oklahoma 73102.

DEQ web page: www.deq.state.ok.us
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