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I. INTRODUCTION 
 
 The Safe Drinking Water Act (SDWA), 1976 PA 399, amendments of 1996 (P.L.104-182), 

passed by Congress in 1996 authorized the creation of the Drinking Water Revolving Fund 
(DWRF) via the U.S. Environmental Protection Agency (EPA).  The DWRF provides low-
interest loans to qualified water supplies for the creation, repair or enhancement of public, 
privately owned community and not-for profit non-community water supplies.  The loan 
repayment period is 20 years, unless an applicant is determined to be ‘disadvantaged,’ then 
the loan repayment can extend to 30 years. The Michigan Department of Natural Resources 
and Environment (DNRE) and the Michigan Finance Authority (MFA) administer the DWRF 
program.  The DNRE handles all program issues and MFA administers financial aspects of 
the program. 

 
  
II. PROGRAM CONTACTS 
 

For financial issues such as the bond structure, bond documents, audit reports, and other 
financial matters, contact: 
 

Mr. John Barton 
Michigan Finance Authority 
Treasury Building 
Lansing, Michigan  48922 
517-241-9515 
bartonj@michigan.gov 

 
For technical reviews of DWRF projects, permit issuance, and administration of the set-
aside programs (i.e., source water protection, wellhead protection, capacity development, 
and operator certification) authorized by the SDWA, contact: 
 

Ms. Carrie Monosmith, Chief 
Drinking Water & Environmental Health Section (DWEHS) 
Environmental Resource Management Division 
P.O. Box 30241 
Lansing, Michigan  48909-7741 
517-241-2853 
monosmithc@michigan.gov 

 
For DWRF program oversight, EPA grant administration, loan and project management 
issues, contact: 
 

Ms. Sonya Butler, Chief 
Revolving Loan Section (RLS) 
Environmental Resource Management Division 
P.O. Box 30241 
Lansing, Michigan  48909-7741 
517-373-2161 

    Butlers2@michigan.gov
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III. PROGRAM STRUCTURE 
 
 The DNRE provides loans to qualified applicants with at least investment grade credit.  Proof 

of investment grade credit can include a separate credit rating or a credit assessment letter 
from one of the rating agencies, a pledge of state revenue sharing with sufficient coverage, or 
credit enhancement.  The MFA must approve the investment grade credit before purchasing 
the debt of the applicant.  Michigan law allows for a county or a public authority to issue debt 
on the behalf of underlying communities.  The DWRF reimburses applicants using federal 
funds from the capitalization grant and state match.  Based on the amount of fund assets 
available, the DNRE did not leverage the federal capitalization grant and state match funds for 
Fiscal Year (FY) 2010.  The DNRE will continue a direct loan program until such time that 
DWRF program demand substantially exceeds the assets available. 

  
IV. LONG-TERM GOALS 

 
 The Great Lakes surround Michigan and provide its residents with an abundant water supply.  

The DWRF program helps to protect and enhance Michigan’s water supply and the health of 
the public.  Michigan identified these long-term goals in the 2010 Intended Use Plan: 

 
A. To maintain statewide compliance with all applicable state and federal drinking water 

laws, rules, and standards. 
 
B. To protect the public health and environmental quality of our state. 
 
C. To maintain source water assessment, wellhead protection, and source water 

protection programs.  
 
D. To develop strategies within the DWRF to assist smaller, economically disadvantaged 

communities in meeting drinking water standards. 
 
E. To promote the DWRF as a viable tool for use by Michigan water suppliers financing 

waterworks system improvements or upgrades. 
 
F. To secure Michigan's full share of federal funding and to expeditiously obligate these 

moneys, along with the state contributions, for the construction of eligible facilities that 
meet state and federal requirements. 

 
G. To develop effective partnerships with other federal and state financing sources to 

promote efficiency in environmental review procedures and coordination of funding. 
 

H. To apply a capacity assessment program for all new and existing community and non-
transient non-community water supplies. 

 
I. To continue the operator certification program requirements to assure proper operation 

and maintenance of public water systems. 
 
Michigan is proud of its accomplishments in promoting compliance with all applicable 
drinking water requirements.  The DWRF provides a source of infrastructure financing that 
assists communities in protecting public health.  In FY 2010, 21 loans were made to water 
suppliers totaling $80,030,000.  Since 1997, 223 DWRF loans totaling $650,505,000 have 
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been made to Michigan water suppliers.  See Attachment 1 – DWRF Funded Projects by 
Binding Commitment Date for a detailed list of loans tendered to date. 
 
The following provides the cost breakdown by project category of all projects funded to date.  
Attachment 2 - DWRF Funded Projects by Category Costs Dollars is a complete listing of all 
the projects. 

 
I.    Transmission/Distribution    $332,893,668 
II.   Treatment      $205,527,835 
III.  Storage      $  66,047,150 
IV.  Source      $  38,990,629 
V.   Other      $    7,045,718 
TOTAL      $650,505,000 
 

D W R F  P R O JEC T  DO L LA R  A M O U N TS 
B Y C A TE G O R Y FY  98  TO  P R ESEN T

I: T rans/D ist
51%II: T re atme nt

32%

IV : Source 6%

V: O ther
1%

III: S torage
10%

The DWRF funds projects of varying population size.  The following shows the dollar amount 
of projects funded by population size since the inception of the program. 

 
Population less than 3,500   $125,555,000 
3,500 to 9,999     $128,700,000 
10,000 to 99,999    $357,740,000 
Over 100,000     $  38,510,000 
TOTAL     $650,505,000 
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DWRF PROJECT DOLLAR AMOUNTS SORTED BY POPULATION

less than 3,500
19%
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20%
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Attachment 3 – DWRF Small Community Report provides a breakdown of the total dollar 
amount of small community projects that were funded for water suppliers with populations 
less than 10,000. 
 

V. SHORT-TERM GOALS 
 

In order to accomplish the long-term goals, the DNRE focused on more immediate objectives.  
Our short-term goals in FY 2010 were: 

 
A. To obligate all allocated American Recovery Act of 2009 (ARRA) funds before 

February 17, 2010, and be poised to receive reallocated funds when available.  The 
green project reserve goal and principle forgiveness requirements of the statue will 
be met.  Green projects ready to proceed in the first quarter of FY 2010 will be 
funded out of priority order, if possible/necessary to meet the 20 percent green 
project reserve requirement.   

 
The green project reserve goal and principal forgiveness requirements of the ARRA 
statute were met.  The DNRE and MFA committed $16,446,499 to 11 green DWRF 
projects during the first quarter of FY 2010. 

 
B. Allocate funds equitably among those projects currently appearing on the FY 2010 

final PPL that are willing and able to progress to loan closing consistent with a 
project milestone schedule.  Ensure that all first quarter projects obligated ARRA 
funds are under construction prior to February 17, 2010. 

 
 The ARRA funds were distributed at 40 percent principal forgiveness to 16 loans in 

FY 2010.  Projects that documented green costs as defined in the ARRA Green Project 
Reserve guidelines were awarded additional ARRA funds up to the total green costs of the 
project.  The total ARRA amount used for green projects was $16,446,499. 
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C. Ensure that additional requirements of the ARRA (Buy American and Davis-Bacon 

Act compliance) are met, including those that are imposed on local borrowers. 
 
 DNRE staff are working close with community staff to ensure that the Buy American and 

Davis-Bacon requirements are met.  A Davis-Bacon Act Compliance Certification Form 
was developed and is required to be executed by communities prior to any loan 
disbursements, containing construction costs, being paid. 

 
D. To continue our outreach effort to publicize the DWRF through direct mail, 

electronic media, newsletter publications, and meetings. 
 

 Our outreach efforts have been very successful.  Program managers continue to meet 
with interested public water suppliers, consulting engineers, and associations with an 
interest in water supply issues.  In addition, substantial program information is available 
through the DNRE’s web site. 
 

E. To continue implementation plans for source water protection focused on statewide 
surface water assessments and groundwater assessments in areas tributary to the 
Great Lakes. 
 
The Jackson County pilot program promoting Michigan Interactive Groundwater for 
Wellhead Protection was conducted in November 2009, in preparation of the state-wide 
rollout of provisional delineations. Administrative rules were amended in December 2009 
to establish a Surface Water Intake Protection (SWIP) Grant Program; however, funding is 
not currently available.  SWIP programs for the City of Grand Haven and Holland were 
completed and approved, bringing the total to six voluntary program approvals undertaken 
without grant funds.  In addition, eleven new and eight updated Wellhead Protection 
Programs were completed with grant funding.  In March 2010, the Michigan Source Water 
Protection Program hosted the 10th Annual Noncommunity Source Water Protection 
Training Workshop for local health department staff.   

  
F. To continue the state’s wellhead protection program through the implementation of 

a matching grant program. 
 
 Efforts to enhance wellhead protection areas of community water supplies embrace two 

fronts.  During FY 2010, the Environmental Resource Management Division (ERMD) 
continued efforts to develop and implement local Wellhead Protection Programs under the 
existing voluntary state program by administering the eleventh round of matching 
Wellhead Protection Grants.  However, because of a moratorium in place by an Executive 
Directive, the 2008 grant cycle was delayed by 9 months and concluded June 30, 2009.  
Following is the history of grant awards in this program since its inception: 
 

FY 1999  54 communities awarded  $  1,014,044 
FY 2000  62 communities awarded $  1,080,390 
FY 2001  66 communities awarded  $  1,044,266 
FY 2002  85 communities awarded  $  1,286,589 
FY 2003  84 communities awarded  $  1,260,180 
FY 2004  67 communities awarded  $     857,772 
FY 2005  57 communities awarded   $     848,143 
FY 2006  50 communities awarded $     682,029 
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FY 2007  43 communities awarded $     677,629 
FY 2008  43 communities awarded $     699,247 
FY 2010  43 communities awarded $     642,967 

  Totals to Date  654 awards                      $10,093,256 
 
G. To continue a technical assistance program for small communities. 
 

During FY 2010, Benton Harbor qualified for disadvantaged community set-aside funds.   
Thus, the project was provided an extended loan period of 30 years. 
 
The ERMD staff conducts financial assessments of small community water systems that 
are municipally owned or board managed that have received a less than satisfactory rating 
in a recent sanitary survey and are not making progress toward correcting the deficiencies 
due in some part to financial difficulties.  The criteria have been expanded to allow 
systems that could benefit from a financial assessment to be included.  As a result, several 
systems that are currently in compliance but concerned about future challenges have 
participated and are now making progress by improving their financial capacity so they can 
afford necessary capital improvements. 
 
These financial assessments are being performed by a financial analyst from RLS.  The 
analyst conducts an assessment of the community's existing financial health that includes 
a review of financial documents and an on-site meeting with system representatives.  A 
Financial Action Plan is then developed that includes short-range and long-range goals 
along with a step-by-step process to reach these goals.  Useful tools such as a sample 
water ordinance, a service agreement checklist, and templates that assist in identifying the 
cost of any needed capital improvements are also provided.  Possible financing options 
are also discussed.  In FY 2010, one financial assessment was conducted.  

 
H. To fund projects identified on the PPL enabling them to proceed during FY 2010 

with construction of facilities included in their adopted project plans. 
 
 The DWRF provided low interest financing to 21 projects totaling over $80 million, see 

Attachment 4 – Fundable Range Quarterly Report for FY 2010.  Attachment 5 contains the 
Notice to Proceed dates for the projects funded.   

 
I. To ensure that funded projects have reviewed and considered the security needs of 

water systems  
 

 Project planning must include a complete description of the existing waterworks system, a 
thorough evaluation of reliability requirements, and the selection of an alternative that 
provides adequate security measures consistent with the Ten State Standards (April 2003 
Policy Statement on Infrastructure Security for Public Water Supplies).  The issuance of 
the required SDWA construction permit necessitates a review of construction 
drawings/specifications by the ERMD district engineer for compliance with these 
standards.  The DNRE review and approval of planning and design documents provide the 
opportunity to insure that the water supplier’s consultant has considered/included 
adequate security measures in the selected alternatives, a prerequisite to the commitment 
of DWRF funds. 

 
Activities related to the Michigan operator certification and capacity development programs 
are summarized and reported under separate cover to the regional contact person at EPA.   
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Mr. Eric Way of DNRE, Operator Certification Program, submitted the 2010 Operator 
Certification and Expense Reimbursement Grant Annual Report to Mr. Charles Pycha 
(EPA) in August 2010.    The Annual Report on the Capacity Development Program for 
FY 2010 was submitted to Ms. Sahba Rouhani on December 27, 2010. 
 
 

VI.  ESTABLISHMENT OF INTEREST RATES 
 
 The primary advantage for Michigan water suppliers is their ability to borrow funds at below 

market rates.  The DWRF interest rate is established prior to each new fiscal year.  As 
identified in Part 54, Clean Water Assistance, of the Natural Resources and Environmental 
Protection Act, 1994 PA 451, as amended, determination of the interest rate is based on 
demand, market conditions, program costs, and future needs.  Since a portion of the state 
match in any given fiscal year may be financed with state revenue match bonds, the upcoming 
year’s interest rate must also account for the expense incurred in securing the bonds.   

 
 The DWRF is unique when compared to the SRF, in that both municipal and non-municipal 

water suppliers may participate if they are qualified.  In assessing the market conditions for 
each type of entity, it was quickly apparent to the DNRE staff that a municipality would enjoy 
lower rates of interest on the open credit markets than would a private, non-municipal supplier 
who would normally have to obtain taxable financing through commercial lending institutions. 

 
Based on the knowledge that market conditions generally demand higher rates of interest 
for non-municipal borrowers, and considering limitations of having to serve them through a 
direct, non-leveraged program structure, the director of the DNRE has determined that the 
DWRF will provide similar subsidy rates to both municipal and non-municipal borrowers.  
The interest rate in FY 2010 was 2.5 percent for municipal borrowers, and a 2.5 percentage 
point buy-down of interest for private water suppliers, although no private water suppliers 
were on the PPL. 
 
The chart below shows historical interest rates for the DWRF program. 
 
 Fiscal Year   Interest Rate 
   1998 to 2003        2.500% 
   2004 to 2007        2.125% 
   2008 to 2010        2.500% 
 

VII. ADVANTAGES OF THE DWRF 
 
 The DWRF will provide an on-going source of funding to maintain or improve drinking water 

quality and public health.  All eligible water system costs can be financed using the DWRF low 
interest rate.  In addition, the on-site technical assistance, opportunities for source water 
assessment and protection, Operator Training and Certification Program, and the Abandoned 
Well Management Program provide a blend of direct and indirect aids to local communities 
across Michigan.  

 
VIII. ALLOCATION OF FUNDS 

 
 A three-step process is used to allocate funds to eligible projects.  First, the DNRE and the 

MFA identify new sources of funds to be added to the revolving fund and the spending limits 
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for the DWRF within the given fiscal year.  Next, a determination of the type and amount of 
financial assistance necessary for each supplier is made.  Finally, funds are allocated 
among the projects consistent with amounts available and the project’s priority standing.  

 
 The following identifies the new sources of funds available to the DWRF in FY 2010: 
 
 FY 2009 ARRA funds (less 4% for administration)   $64,755,840 
 FY 2009 Title IX Funds       $28,178,000 
 FY 2009 State Match (general fund and state match revenue bonds) $  5,635,600  
 TOTAL          $98,569,440 
 

There was an additional cash match of $1,815,405 spent in FY 2010 from the Public Water 
Supply Fee Program administered by the Water Resources Division.  This amount meets 
the dollar-for-dollar match requirement for source water protection, capacity development, 
and operator certification.     

 
The Governor of each state may opt to transfer up to 33 percent of available moneys 
between the SRF and the DWRF programs.  This may occur starting one year after a state 
receives its first capitalization grant for project funds.  This option was not exercised during 
the period covered by this annual report. 

 
IX. EPA PAYMENT PROCESS 

 
As the federal capitalization grants for the set-aside funds were awarded, EPA processed 
payment requests for increases to the state’s draw capabilities via the Automated Standard 
Application for Payments system.  In FY2010, the DNRE and the MFA processed 
$64,484,571 in actual disbursements.  This included $1,040,840 disbursement requests for 
the MDNRE and the MFA administrative costs.  Non-administrative set-aside requests 
totaled $3,073,621. 
 

X. ASSURANCES 
 

a. The final guidelines from the EPA set forth provisions that the state must give certain 
assurances in order to qualify for capitalization grant funding.  These assurances were 
incorporated into the Operating Agreement signed by the EPA, the Michigan Department 
of Environmental Quality (now known as the DNRE), and the Michigan Municipal Bond 
Authority (now known as the MFA) on December 9, 1997.  Along with federal and state 
law, the Operating Agreement serves as the framework by which Michigan’s DWRF 
program operates.   The DNRE and the MFA have fulfilled the stated assurances 
throughout the operation of the DWRF during this fiscal year.  The Capacity 
Development and Operator Certification annual set-aside reports will be submitted by 
the Environmental Resource Management Division, when complete, as required by the 
Safe Drinking Water Act. 

 
b. The audit of MFA’s financial records is not complete.  The audit should be available in 

December.  When the audit report is complete, it will be posted to the internet at this 
address:  http://www.michigan.gov/treasury/0,1607,7-121-1753_37601_37659---,00.html  

 
c. Michigan agreed to fair share objectives of three percent for Minority Business 

Enterprise (MBE) and five percent for the Women Business Enterprise (WBE) in 
FY 2008.  Michigan includes a special condition in all supplemental agreements 
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executed between the loan recipient, the DNRE and the MFA regarding MBE and WBE 
requirements.  Due to the lengthy implementation of the new certification requirements 
for MBE and WBE, Michigan has not met its MBE (1 percent) or WBE (0.2 percent) 
objectives.  The MBE and WBE figures were reported by DNRE as part of the state's 
required submission during FY 2010.  
  

XI. SUMMARY 
  

Michigan will continue to provide safe drinking water as it promotes the DWRF program and 
works with communities to get projects funded. 
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Michigan Department of Natural Resources & Environment

Notice to 
Project # Project Name Proceed Date
7193-01 Monroe Co 01-Jul-10
7241-01 Deerfield 01-Sep-10
7255-01 Buchanan 17-Feb-10
7260-01 New Haven 10-Jan-10
7268-01 Howell 01-May-10
7273-01 Benton Harbor 01-Feb-10
7279-01 Allegan 17-Feb-10
7280-01 Manistee 01-Jul-10
7283-01 Lawton 15-Feb-10
7284-01 Marquette 12-Feb-10
7286-01 St. Joseph 01-Feb-10
7287-01 Greenville 17-Feb-10
7288-01 White Lake Twp 17-Feb-10
7289-01 Pittsfield Twp 16-Feb-10
7292-01 Gladwin 25-Jan-10
7293-01 Dexter 01-Feb-10
7301-01 Grosse Pointe Woods 08-Feb-10
7304-01 Berrien Co 12-Feb-10
7307-01 Pontiac 01-Feb-10
7319-01 Ann Arbor 01-Feb-10
7332-01 Grosse Pointe Woods 1-Oct-10

             Drinking Water Revolving Fund
             Notice to Proceed Dates for FY 2010
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