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MAY 0 7 2014 WATER AND WATERSHEDS'

Mr. Barry Burnell, Administrator

Water Quality Division

Idaho Department of Environmental Quality
1410 North Hilton

Boise, Idaho 83706

RE: Idaho Clean Water State Revolving Fund Final ARRA Program Evaluation Report
Dear Mr. Burneli:

Enclosed is the final U.S. Environmental Protection Agency Program Evaluation Report (PER) for
Idaho Department of Environmental Quality’s Clean Water State Revolving Fund (CWSRF) American
Recovery and Reinvestment Act of 2009 (ARRA) program. This report documents our final ARRA
review, conducted along with the base program March 10-13, 2014. We concluded that there are no new
required actions and that all prior required actions were completed. I would like to take this opportunity
to express recognition of and appreciation for DEQ’s excellence in managing the ARRA program.,

Though the EPA previously conducted its final ARRA review is 2012, subsequent events necessitated
another review this year. As detailed in the CWSRF SFY 2011 Base Program PER issued July 26, 2012,
several ARRA projects had initially received disbursements from the base program account rather than
from the ARRA grant. Those disbursements were considered erroneous payments since they included
principal forgiveness before it was allowed in the base program. DEQ corrected the erroneous payments
via many book entry adjustments to state accounting records and by returning $840,598 to the ARRA
grant on February 20, 2013. The returned ARRA funds were later disbursed in six payments, two of
which were reviewed for this report. We are now able to issue this ARRA PER as final for the ARRA
program because all ARRA funds have been expended and the projects or phases using the funds are
complete. We appreciate that DEQ was able to select and complete projects that met the intent of
ARRA: to fund infrastructure projects that would create jobs, rapidly stimulate the economy, and assist
those otherwise unable to afford essential projects.

Several highlights of DEQ’s management of ARRA funds stand out for us. DEQ’s regional engineers
did an outstanding job working with borrowers to explain the various new ARRA requirements. In our
opinion these engineers also provided the best Buy American documentation oversight in our region.
DEQ worked with its communities to quickly spend down the ARRA dollars, addressing the “stimulus™-
purpose of this additional funding. In addition to funding $19.2 million of EPA funded ARRA projects,
DEQ’s CWSREF also managed an additional $10 million of Governor’s discretionary ARRA dollars.
DEQ targeted funding of the ARRA dollars to communities that wouldn’t otherwise be able to afford
projects such as Reubens, a tiny community which had a critical need (raw sewage in its streets) for
three years but had been unable to afford a solution under any other state and/or federal program.



Tim Wendland, his staff, and the regxonal SRF engmeers dxd a great job in incorporating the numerous
new reqmrerncnts and procedures required as part of ARRA. It was a pleasure working with them during
our review and over the last five years We greatly appreciate the time they spent assisting us and
following up.

If you have any questions, or would like to discuss the PER, please call me at (206) 553-1855 or
Michelle Tucker of my staff at (206) 553-1414 or via email at tucker.michelle @epa.gov.

7 7%

Daniel D. Opalski, Director
Office of Water and Watersheds

Enclosure

cc:  Mr. Dave Sandé, DEQ
Mr. Tim Wendland, DEQ
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Introduction

This report summarizes the results of the sixth and final review conducted for projects funded
- by the American Recovery and Reinvestment Act of 2009 (ARRA) via the Idaho Clean Water
State Revolving Fund (CWSRF) Program. It also provides a summary of the ARRA funded
loans and projects.

Though EPA previously conducted its final ARRA review in March 2012, subsequent events
necessitated another review this year. As detailed in the CWSRF SFY 2011 Base Program
Performance Evaluation Report issued July 26, 2012, several ARRA projects had initially
received disbursements from the base program account rather than from the ARRA grant.
Those disbursements were considered erroneous payments since they included principal
forgiveness before it was allowed in the base program. Unlike ARRA, principal forgiveness
was not allowed for base program loans until SFY 2011. Since these ARRA loan agreements
were signed prior to July 1, 2010, principal forgiveness of CWSRF base program monies was
not allowed for these loans.

The erroneous payments to ARRA funded projects made from the base program grant have all
been corrected. State accounting records had several book entries completed on June 30, 2012,
September 30, 2012, April 18, 2014, and April 24, 2014, to show that the base program grant
money given to the ARRA projects with principal forgiveness was reassigned to Coeur d’Alene
without any principal forgiveness. The book entries also show the identical amount of ARRA
grant money which had been disbursed to Coeur d’ Alene without principal forgiveness was
provided to the ARRA projects with principal forgiveness. On February 20, 2013, the
remaining $840,598 was returned to ARRA grant 2W-96089501 and later disbursed in six
payments, two of which were reviewed for this report.

As aresult of the book entries and returned funds, the final loan amounts, jobs created/retained,
amounts of green project reserve and additional subsidization all changed compared to our June
2012 ARRA report. Additionally, since issuance of the June 2012 report, EPA has confirmed
that Buy American compliance recommendations were addressed for three additional ARRA
projects. As of April 4, 2014, EPA has confirmed that all Buy American issues identified in the
Cadmus inspection reports have been resolved.

The Department of Environmental Quality (DEQ) issued $19,239,100 in 8 loans to communities
across Idaho with the ARRA grant. Projects include wastewater treatment plant and collection
system upgrades, replacing individual failing septic systems with centralized collection and
treatment, and design and construction of land application disposal of wastewater effluent.
These projects resulted in improvements to aquatic life and wildlife, agricultural and drinking
water supply, infrastructure improvement, and primary contact recreation.
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The borrowers, short project descriptions, jobs created/retained, and current loan amounts for all
ARRA recipients are shown in the table below.

ASSISTANCE | PROJECT PROJECT ARRA FINAL JOBS
RECIPIENT NAME DESCRIPTION LOAN CREATED/
AMOUNT RETAINED
Conversion of
City of Bliss | Wastewater plc sy . $2,676,549 31.29
System centralized collection and
y treatment system.
Upgrade Wastewater
Treatment Plant
_ Update including additional
City of Coeur | Wastewater sludge digester and new
d’Alene Treatment system to capture and §5,523,944 127.88
Facilities convert methane gas to
energy.
Replace aging individual
. . septic systems with a
City of Coltection | 0\ ra] city-wide $2,871,079 32.75
Greenleaf System .
collection system. :
Rehabilitation of existing
Rehabilitation | lagoons and development
City of Lava of Wastewater | of slow rate land ‘
Hot Springs Treatment application site with non- $2,396,136 21.34
System growing season storage.
Design and construction
of new wastewater
Wastewater .
Treatment evaporation ponds and
City of Melba S piping to connect the $1,616,438 11.69
ystem o
Woaredes ex1'st‘1ng treatment
per facility.
Installation of aérators,
Wastewater piping, fencing, and a
City of Treatment submersible pump station
Murtaugh Facility to deliver effluent from $346’585 LIS
Upgrade lagoons to a third rapid
infiltration basin.
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Design and construction
of phases 2A, 2B, and 2C
City of Wastewater of the Potl:atch Sa-nitary
Potlatch System Sewer Project to improve $2,508,912 37.18
Upgrade the wastewater collection o
' and treatment system.
Address longstanding
Construction public heglth emergency
of Centralized py P lacing fa} ling
City of Wastewater 1nf11v1dua1 Septic systems
Reubens Collection with a gravity collection $1,229,457 12.28
and Treatment system, lagoons for
System secondary treatment and
land application of
effluent.
TOTAL $19,239,100 275.56

Update on Previous Report

On June 11, 2012 a final ARRA Performance Evaluation Report (PER) was issued since all
funds in the ARRA grant had been fully disbursed and all 8 ARRA projects were complete.
The report contained no required actions.

Final Review, March 2014

The review consisted of a file review and an on-site programmatic and financial review at
DEQ’s office in Boise March 10-13, 2014. This review is based on data from DEQ’s regular
entries into the CWSRF Benefits Reporting (CBR) system, review of two project loan files for
projects which were funded from the ARRA grant, two cash draw transactions from the ARRA
grant, and on-site discussions with DEQ staff. The two project files were reviewed using the
EPA’s ARRA Project File Review Checklist. Since EPA had previously reviewed both projects
twice, only new contracts, inspection reports, Davis-Bacon, and Buy American documentation

DEQ received since EPA’s prior review were assessed. The two projects reviewed were:

e City of Bliss — Wastewater Treatment Facilities #WW1001

e City of Greenleaf — Collection System #WW1012
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Environmental Review Compliance (40 CFR §35.3140) and
Cross-Cutter Compliance (40 CFR §35.31.45) |

Under the Clean Water Act (CWA) and 40 C.F.R. §35.3140(a), EPA requires that all Section
212 projects undergo environmental review. These projects include the familiar wastewater
treatment projects as well as nonpoint source pollution control and estuary projects that can also
fit the definitions of “construction” and “treatment works” as defined in §212 of the CWA.

Cross-cutting federal authorities are the requirements of other federal laws and executive orders
that apply in federal assistance programs. Cross-cutting authorities apply to all ARRA-funded
projects. These requirements apply to DEQ as the grant recipient and extend to the projects and
activities receiving federal financial assistance.

EPA had previously reviewed every CWSRF project funded in the State of Idaho with ARRA
dollars and found that DEQ appeared to follow its EPA approved State Environmental Review
Procedures and document compliance with all Federal cross-cutting authorities.

ARRA Requirements

Green Project Reserve

ARRA required, to the greatest extent practicable, that DEQ allocate at least 20 percent of the
$19,239,100 ARRA SRF assistance for projects that address green infrastructure, water or
energy efficiency improvements, or other environmentally innovative activities. This equates to
a GPR target of $3,847,820. DEQ funded three environmentally innovative projects and one
energy efficiency project for a total of $6,687,019 of GPR eligible components (34.8% of their
ARRA grant). The borrowers, short project descriptions, GPR category, and actual dollars
spent are detailed in the table below.

ASSISTANCE | PROJECT GPR _ GPR ARRA GPR
RECIPIENT NAME CATAGORY DESCRIPTION FINAL AMOUNT
: LOAN
AMOUNT
’ Update
City of Coeur Wastewater Energy Biogas capture and : '
d’Alene Treatment Efficiency conversion to energy. $5,523,944 $4,167,767
Facilities
Rehabilitation of
Rehabilitation existing lagoons and
City of Lava of Wastewater | Environmentally | development of slow
Hot Springs Treatment Innovative rate land application $2,396,136 $2,179,932
System site with non-growing
season storage.
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Wastewater Pressure main to

City of Treatment Environmentally | deliver effluent to a

Murtaugh Facility Tnnovative rapid infiltration $346,585 $38,120
Upgrade basin.
Construction
of Centralized

. Wastewater Environmentally | Land application of

City of Reubens Collection Innovative offluent. $1,229,457 $301,200
and Treatment
System

TOTAL $9,496,122 $6,687,019

Additional Subsidization Reserve

ARRA required DEQ to allocate not less than 50 percent of the $19,239,100 ARRA SRF
assistance to provide additional subsidization to eligible recipients in the form of principal
forgiveness, negative interest loans, or grants. This sets an Additional Subsidization Reserve
target of $9,619,550. DEQ chose to provide principal forgiveness based on disadvantaged
community criteria established in IDAPA 58.01.12.021: user rates as a percentage of household
income. Principal forgiveness totaled $12,942,673, or 67.3% of the ARRA CWSRF grant. The

borrowers, short project descriptions, final loan amounts and actual dollars of principal

forgiveness provided are detailed in the table below.

ASSISTANCE | PROJECT PROJECT DESCRIPTION PRINCIPAL ARRA
RECIPIENT NAME FORGIVENESS FINAL
LOAN
AMOUNT
Conversion of decentralized
Centralized individual septic systems to
City of Bliss Wastewater centralized collection and $2,576,549 | $2,676,549
System treatment system.
Replace aging individual septic
City of Collection systems with a central city-wide '
Greenleaf System collection system. $2,771,079 | $2,871,079
Rehabilitation of existing
Rehabilitation | lagoons and development of
City of Lava of Wastewater | slow rate land application site
Hot Springs Treatment with non-growing season $2,206,136 | $2,396,136
System storage.
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Design and construction of new

Wastewater P .
Treatment wastewater evaporation ponds
City of Melba Svsterm and piping to connect the $1,516,438 | $1,616,438
U}I;gra des existing treatment facility.
| Installation of aerators, piping,
Wastewater fencing, and a submersible
City of Treatment pump station to deliver effluent
Murtaugh Facility from lagoons to a third rapid $246,585 $346,585
Upgrade infiltration basin.
Design and construction of
Wastewater phases 2A, 2B, and 2C of the
. Potlatch Sanitary Sewer Project
City of Potlatch | System . h $2,408,912 | $2,508,912
Unorade to nnpr-ove the wastewater
P&t collection and treatment system.
Construction Address longstanding pubh‘c
. health emergency by replacing
of Centralized e e e .
Wastewater failing individual septic systems
City of Reubens Collection with a gravity collection $1,126,974 | $1,229,457
and Treatment system, lagoons for secondary
Svstem treatment and land application
y of effluent.
TOTAL $12,942,673 | $13,715,156

Davis-Bacon Requirements

The Davis-Bacon Act (D-B) requires that all contractors and subcontractors performing
construction, alteration and repair (including painting and decorating) work under federal or
District of Columbia contracts in excess of $2,000 pay their laborers and mechanics not less

than the prevailing wage and fringe benefits for the geographic location.

DEQ included D-B terms and conditions in ARRA loan agreements. On November 17, 2009,
DEQ accepted EPA’s amendment to the ARRA grant to include specific D-B terms and
conditions and associated Federal wage determinations in all ARRA funded construction
contracts. DEQ required all ARRA loan recipients to amend project construction contracts to

add these required D-B terms and conditions. DEQ sent EPA electronic copies of the

amendments and EPA verified that all ARRA project construction contracts contain EPA’s D-B
terms. DEQ requires communities to certify they are in compliance with all D-B requirements
each time they request a disbursement. Additionally, during project inspections regional staff
periodically spot check payrolls for D-B compliance.




American Recovery and Reinvestment Act
Program Evaluation Report _
Idaho Clean Water State Revolving Fund
March 10-13, 2014

Both projects reviewed during the March 2014 site visit had previously been reviewed by EPA
twice and were in compliance with EPA’s D-B requirements. Though the Greenleaf project had
also received a base program loan, there were not any new construction contracts signed since
EPA’s March 2012 site visit.

Buy American Requirements

Section 1605 of ARRA requires the use of iron, steel and manufactured goods produced in the
U.S. for ARRA-funded construction or improvement of public facilities, unless a waiver is
provided by EPA. DEQ included Buy American (BA) requirements in the ARRA loan
agreements. The EPA did not thoroughly review BA verification documents since these are not
usually included in project files. However, EPA did review files to ensure that Buy American
requirements were incorporated into all construction contracts for projects which were funded in
whole or part from the ARRA grant. The EPA also confirmed that the City of Greenleaf’s
contract to construct the new wastewater treatment plant funded wholly by the base program
also incorporated the BA requirements given its relatedness in purpose, time, and place to the
ARRA Joan used to build the new collection system. EPA followed up with the EPA
contractor, DEQ, and communities on BA issues identified in the Cadmus inspection reports
(see Project Inspections section).

DEQ typically reviews BA compliance and associated documentation as part of their site
inspections. However, some DEQ regional project officers have BA documentation sent
directly to them at the regional office. This enables the project officers to complete an earlier
and more thorough review of the documentation, assessing whether communities have received
sufficient manufacturer verification documentation or if additional documentation is needed.
The EPA commends these regional project officers for their proactive approach to ensure
compliance with BA requirements.

Project Inspections

Though not required by EPA, State Inspections and related inspection reports should be
completed in accordance with State procedures, and should address construction issues and
requirements. DEQ typically conducts inspections periodically based on the size and
complexity of a project. DEQ inspected all ARRA projects not less than quarterly during the
construction season with some of the larger projects inspected monthly or more.

All ARRA projects include at least two State Inspection reports. DEQ’s regional project
officers complete EPA’s ARRA inspection checklist when they conduct project specific
inspections with the exception of the GPR section. GPR eligibility was determined by DEQ’s
HQ staff and regional folks had not seemed aware of the GPR components to some projects.
Based on EPA’s recommendations, DEQ’s HQ staff verified with the regional staff that the
specific GPR project components moved forward as originally designed. Additionally, DEQ’s
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inspection reports normally contain excellent photos of the project site, including construction
activities and components.

Almost every community that received an ARRA grant hired a grant administrator to oversee
the construction and ensure ARRA’s special requirements (such as BA and D-B) were met and
well documented. DEQ determined that since these independent oversight companies were
hired, it was not necessary to inspect the projects as often as they normally would. The EPA
commends DEQ and the ARRA borrowers for the use of this practice and finds it a creative and
effective way to ensure sufficient project oversight while minimizing the use of limited State
staff or travel resources.

The EPA sent contractors to four ARRA project sites to independently review compliance with
ARRA requirements. Of the four inspections, one had a GPR recommendation that the
community has already completed. The other three borrowers had a few, minor BA
documentation recommendations and have sent subsequent documents to EPA. As of April 4,
2014, EPA has confirmed that all BA deficiencies identified in the Cadmus inspection reports
have been resolved. It is a testament to DEQ’s oversight of the ARRA projects that there were
no significant compliance findings on any of the inspections conducted by contractors on the
EPA’s behalf.

Single Audit Act

The Single Audit Act (SAA) and amendments require non-Federal entities that expend
$500,000 or more of Federal funds in a year have a single audit conducted. Sources of Federal
funds include, but are not limited to, SRF programs, health care, social services, infrastructure,
highways, and education.

The City of Potlatch’s Wastewater System Upgrade was funded from multiple sources,
including CWSRF ARRA loan #WW0904 and a US Department of Agriculture, Rural
Development (USDA-RD) grant and loan. The City of Potlatch’s single audit issued January
17, 2013, contained three findings, only one of which impacted the CWSRF. The third finding
noted that, “The grant reimbursement process lacks proper controls to prevent the improper
reimbursement of expenditures and has resulted in the dual-reimbursement of grant expenses.”
The City’s management and City Council agreed to implement proper internal control
procedures for future grant reimbursements. The City also repaid DEQ $12,163 for costs which
had been reimbursed from Potlatch’s USDA-RD grant. The $12,163 improper payment from
loan #WW0904 was returned to ARRA grant 2W-96089501 on January 8, 2013.

The EPA is unaware of any other improper payments identified in ARRA loan recipient’s single
audits.
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Transaction Testing

Two cash draws from EPA’s ARRA grant 2W-96089501 were reviewed:

April 4, 2013 - $134,493 cash draw for the City of Greenleaf’s Collection System
(#WW1012)

September 26, 2013 - $277,961 cash draw for the City of Lava Hot Springs’
Rehabilitation of Wastewater Treatment System (¥WW1002)

There were no erroneous transactions. Individual cash draws may be rounded up or down to the
nearest dollar. All costs associated with the above draws appear to be eligible for CWSRF
ARRA funding.

Summary

This is the EPA’s sixth and final CWSRF ARRA review for the State of Idaho since December
2009. DEQ has managed their ARRA projects and funds well. The EPA has reviewed each of
DEQ’s ARRA project files at least twice and completed 20 separate transaction tests of ARRA
grant disbursements.

EPA staff reviewed contracts for all ARRA funded projects and confirmed that 100% of
the ARRA funds were under contract by February 17, 2010.

EPA reviewed all ARRA loan agreements and confirmed all included the necessary
ARRA requirements, such as Buy American, Davis-Bacon, and reporting requirements.

EPA reviewed all projects DEQ proposed to satisfy the Green Project Reserve (GPR)
20% requirement, and all were GPR eligible. DEQ lent just under 35% of its total
ARRA funds to these GPR eligible projects.

DEQ met the Additional Subsidy Reserve (ASR) 50% requirement by providing
principal forgiveness to loan recipients for just over 67% of the State’s ARRA funds.

DEQ conducted multiple inspections on each of the ARRA projects and worked closely
with assistance recipients to ensure Buy American compliance on all manufactured
goods.

EPA conducted 20 ARRA cash draw transactions tests over the past four years. All
monies have been accounted for and expended on eligible costs for ARRA compliant
projects.
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e Six of the eight projects are in repayment; the other two begin repayment later this year.
DEQ is depositing repayment funds appropriately into the CWSRF account.

As of September 26, 2013, all funds were disbursed from DEQ’s CWSRF ARRA grant. EPA
has no required or recommended actions for ARRA projects at this time. As long as DEQ’s
CWSREF SFY 2013 independent audit contains no findings related to the grant, EPA will
officially close the ARRA grant upon receipt of the audit.
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