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New Private LSL Replacement Program Coming This Fall

Staff from DNR’s SDWLP and Drinking & Groundwater
Program, along with the Department of Administration
and the Public Service Commission (PSC), have spent
the past several months developing the framework for
a new private lead service line (LSL) replacement pro-
gram. This new program is detailed in the draft SDWLP
SFY 2021 Intended Use Plan that is currently posted
for public comment. Comments will be taken through
Monday, April 27, 2020 and should be directed to
Becky Scott at Rebecca.Scott@Wisconsin.gov.

Unlike the previous two-year private LSL replacement
program, funding under the new program is available to
any municipality that reported private LSLs to the PSC;
it is not restricted to municipalities that qualify under
the SDWLP’s disadvantaged methodology. All funding
will be provided as principal forgiveness, so no debt is
incurred by the municipality in order to be awarded
funding. At least $61 million in funding will be available
through this program. Awards under this new private
LSL replacement program will be made for one con-
struction season at a time.

Private LSLs eligible for replacement
under this program include:
¢ Residential LSLs (including multi-family buildings
and buildings that contain both business and
residential occupants);
e LSLs serving pre-K-12 schools;
e LSLs serving child daycares; and
e Galvanized service lines that are currently or have
previously been downstream of lead components
are also considered LSLs for eligibility under this
program.

Awards will be based on the following:

e The estimated number of private LSLs that the mu-
nicipality can replace in one construction season;

e An assumed average cost per private LSL replace-
ment, based on data from the previous two-year
LSL replacement program and other local data;

o Whether the municipality is participating in the PSC
-approved program using ratepayer funds to cover
up to 50% of the cost of private LSL replacements;

e Whether any cost-sharing from homeowners will be
required.

Awards will only cover construction
costs, with the following exceptions:

e Up to $5,000 for engineering and administrative
support will be available for small systems
(population under 3,300);

e Up to $5,000 for costs related to developing a man-
datory replacement ordinance will be available to all
applicants.

Federal requirements

Federal requirements must be met (environmental re-
view, use of American Iron and Steel, Disadvantaged
Business Solicitation, and Davis-Bacon wage rates,
when applicable), and all replacements must result in
the complete removal of all lead components from the
watermain to the connection point inside the structure.

Ordinances

A mandatory replacement ordinance is not required for
the private LSL replacement program (unless a munici-
pality is also participating in the PSC-approved program
to use ratepayer funds), but it is strongly encouraged.
The previous two-year program has shown that even
when 100% of the costs are being covered, many
homeowners still choose not to have their LSL replaced.

Contract types

As in the previous two-year LSL replacement program,
municipalities will be free to choose whether to develop
a list of prequalified plumbers/contractors for home-
owners to contract with directly, or whether to bid a
municipal contract for the work. Whether 100% of the
private LSL replacement cost is covered through the
private LSL replacement program, or cost-sharing is
required, is also a municipal decision.

Workshops

We have been planning to hold several workshops for
interested applicants later this summer at various loca-
tions around the state. This is still the tentative plan,
but this plan may have to be adjusted due to the
COVID-19 pandemic and the Governor’s Safer at Home
order.

Applications

The SDWLP will not be ready to accept applications to
the new private LSL replacement program by the nor-
mal SDWLP application deadline of June 30%". We antici-
pate starting to accept applications in September.

A new, two-page application specifically for private LSL
replacement projects is being developed. This applica-
tion will satisfy the Intent to Apply requirement as well.
Applications will be prioritized in order of receipt, but
we do not expect there to be a shortage of funds in the
first year of the program. We anticipate accepting appli-
cations for two to three years, depending on availability
of funds.
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Setting Interest Rates

The Clean Water Fund Program (CWFP) and Safe Drink-
ing Water Loan Program (SDWLP) offer interest rates
that average less than half of the market rate, allowing
municipalities to keep taxes and user rates low and en-
suring that disadvantaged communities have affordable
access to clean and safe water.

Interest rate determination

The CWFP and SDWLP provide subsidy to buy down the
market rate on loans resulting in reduced-interest rate
loans. Most eligible project costs are funded at a per-
centage of the market interest rate, in accordance with
ss. 281.58(12) and 281.61(11), Wis. Stats., and ss. NR
162.11 and 166.13, Wis. Adm. Code.

CWFP only

For a municipality that has a population of less than
1,000, and in which the median household income is 65
percent or less of the median household income in this
state, zero percent of market interest rate.

CWFP and SDWLP

For a municipality that has a population of less than
10,000, and in which the median household income is
80 percent or less of the median household income in
this state, 33 percent of market interest rate.

For a municipality that does not meet the specified re-
quirements, 55 percent of market interest rate.

Market rate determination

On a quarterly basis, the Wisconsin Department of Ad-
ministration (DOA) assesses the market rate on which
the program subsidies are based. The State determines
the market rate using various indices and factors; the
market rate adheres to market conditions and the cur-
rent market rate of 3.200% is an increase from the
3.000% rate that was effective March 31, 2020.

The rate applied to the loan is the market rate in effect
at the time of the municipal meeting (at which resolu-

tions approving municipal obligations and Financial As-
sistance Agreements (FAAs) are signed/executed).

Current market rate

The DOA has set the market rate at 3.200% for loans
with municipal bond meetings on or after April 1, 2020,
through June 30, 2020, and with a final maturity of
twenty years or less. View current interest rates.

The DOA will continue to monitor the market and make
recommendations in early June for the authorization
period commencing July 1, 2020.
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SDWLP Applications Due 6/30/20

On April 13, our online application system will be
updated to a more streamlined application. At that
time, you may start or continue a draft application.

Deadline

e SFY 21 SDWLP applications — June 30, 2020.

PERF score reevaluation requests
If you submit an eligible application for a project, you
may request a PERF score reevaluation within 45 days
of the application deadline.

Submit PERF score reevaluation requests with sup-
porting documentation to the SDWLP coordinator by
August 14, 2020.

CWFP Non-PF & SLP Applications

On April 13, our online application system will be
updated to a more streamlined application. At that
time, you may start or continue a draft application.

Deadlines

e SFY 2020 non-principal forgiveness applications -
June 30, 2020

e SFY 2020 Small Loans Program applications -
June 30, 2020
o Submitted via a paper application form:
Form 8700-249

e SFY 2021 applications for principal forgiveness -
September 30, 2020
o SFY 2021 applications can be submitted online
beginning July 1, 2020
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Intermunicipal Agreements

The CWFP and SDWLP require municipalities that are
party to a regional wastewater or drinking water system
to sign an intermunicipal agreement. The agreement
must be clear in its language in order to protect the
owner of a regional facility and any subscribers to the
facility. Most importantly, it must be clear regarding
intent, ownership, responsibilities, and finances.

Specific requirements for intermunicipal agreements are
established in ss. NR 162.06(2)(h) and NR 166.10(2)
(h), Wis. Adm. Code. This article provides a bit more
information regarding what is expected for each re-
quirement.

An intermunicipal agreement must:
Identify ownership of each individual portion of a
system. Include information regarding exactly where
beginning and end points of ownership are and who is
responsible for maintaining and/or replacing each por-
tion of the facilities identified. Is your municipality re-
sponsible for maintaining only what’s inside of your bor-
ders or are you also responsible for facilities outside of
your borders?

For wastewater facilities, identify who owns the WWTP.
Is it shared ownership in which each contributor to the
flow owns the portion attributable to the WWTP capaci-
ty needed for its flow? Does one municipality own the
WWTP with others being subscribers to the WWTP? If
shared ownership, what percentage of the total capacity
of the plant is attributable to each municipality? If you
are a subscriber, make sure the agreement clearly
states that an appropriate amount of capacity is re-
served for your municipality. Identify who owns inter-
ceptors, lift stations, monitoring stations, etc.

For drinking water facilities, identify who owns each
well, treatment facility, storage facility, transmission
pipe, pumping station, etc. Is the ownership of any of
the facilities that don’t fall within your municipality’s
borders shared, or are you responsible only for facilities
(such as a pumping station and your distribution sys-
tem) that are within your own municipal borders? You
may want to identify how many gallons per day of wa-
ter each municipality needs and how you will make sure
each municipality is assured they will be able to reliably
receive that amount of water.

Establish the term of the agreement. For CWFP pro-
jects, the term of the intermunicipal agreement must
be at least for the life of the loan. In both the CWFP and
the SDWLP, long-term agreements are preferred. Short
-term agreements make a critical service unreliable for
the future. It is important for each municipality to know
that for the long term: they will have enough safe
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drinking water for their residents’ needs, enough water
use of the water coming from their wells that will keep
appropriate pumping and storage levels for the system
to run efficiently, and proper maintenance of transmis-
sion lines; they will have enough wastewater flowing
into the WWTP to keep it running efficiently and proper
maintenance of interceptors; and their wastewater will
continue to be treated.

Demonstrate the basis for generating revenue for
OM&R costs based on actual usage, and state who
is responsible for payment. Will each municipality
collect payments from each of their residents for opera-
tion, maintenance, and replacement costs? How fre-
quently must each municipality bill their residents? Are
all the homes in the regional facility’s service area me-
tered? If not, how will charges be determined? If
shared ownership, is there a commission that oversees
finances?

Indicate the method for generating revenue for
capital costs and indicate who is responsible for
payment. How will decisions be made regarding when
to take on a capital improvement project for the region-
al facilities? Which municipality(ies) will carry debt for
capital improvements? If shared ownership, will one
municipality carry the debt with the others contributing
toward each payment through user charges? Will the
cost of the capital improvement be divided by a per-
centage of use and/or capacity reserved for each mu-
nicipality?

Require each municipality to set and maintain us-
er rates and obtain construction approvals as re-
quired by DNR (wastewater or storm water) or
PSC (drinking water). This requirement protects
owners and subscribers to regional facilities. It provides
assurance that each municipality will maintain their
ability to collect enough revenues to pay their propor-
tionate share of expenses and that the facility will be
built as approved by the applicable government agency,
helping the municipalities maintain compliance with en-
vironmental laws.

Indicate that the owner of the regional facility
shall treat the wastewater and/or runoff from
subscribing municipalities or shall supply water to
the identified users. This is a key statement to in-
clude in any intermunicipal agreement even though it
may seem obvious. Stating the obvious benefits all par-
ties to the agreement by making the overall intent of
the agreement very clear. It also gives added comfort
to any potential lenders for future construction projects,
making borrowing more accessible for municipalities.

Contact: Jeanne.Cargill@Wisconsin.gov
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Map of Loan Recipients Updated

The Environmental Loans (EL) program has upda
ed the interactive map which shows CWFP and

t- The map is customizable by clicking on the

Layer List icon in the upper, right corner.

SDWLP project locations as well as other associated

program activities.

Selecting any project on the map will display its
information, including:

e municipal name,

e funding year and source,
e general description, and
e EL project number.

Click the expand arrows to see more lists. Choose
which combination of layers you want to view, for
example:
e All years or one specific year; and
e All EL program projects or only SDWLP projects,
CWFP projects, lead service line (LSL) projects,
or principal forgiveness (PF) projects.

Direct questions about this map to Kevin Olson at
608-266-9955 or Kevin.Olson@wisconsin.gov.

File Edit View Favorites Tools Help

wo Municipalities Receiving Funding Last 5 Years

with Web AppBuilder for ArcGIS

Q
O]

(10f2)

Lead Service Line 2017 Town of Florence

Layer List

Layers
v Municipalities Receiving Funding
v Environmental Loans

4 Lead Service Line 2018

» OX

» Lead Service Line 2019

2017
Town of Florence
LSL

» Lead Service Line 2017

4 Safe Drinking Water All Years
$325,000 to replace lead service

lines

» Safe Drinking Water 2019

Safe Drinking Water 2018

year
L ' city
® ° = . 2
2 . . \  project
o desc
. ot a
o
o
® . ° «n L )
o
ot Zoom to
.. =
LR ® . o
.
. e o0 . °
° . . % . .
2 ° o s ° L] L
L]
. B L4
. - o ¥
. LS ° .
a . .
. oy
. . . © ..
° o L)
N « ¢
. . 0 ° i
L)
. . s 4 ° » °
. o a
o < . .o 5
. LJ ‘
° .o ° B
. L
.
. .o o .
. . ™M %
° oo o ® ~ - . ..'."
® B ., ®
— °
60mi w . ° . ® . e [}
. o * b

Safe Drinking Water 2017

Safe Drinking Water 2016

Safe Drinking Water 2015

Safe Drinking Water 2014

Clean Water Fund All Years

Clean Water Fund 2019

Clean Water Fund 2018

Qg Clean Water Fund 2017

Esri, HERE, NPS



https://wi-dnr.maps.arcgis.com/apps/webappviewer/index.html?id=5ff5c2849344432295fe07fc691bd998
mailto:Kevin.Olson@wisconsin.gov

