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l. Introduction
The federal Clean Water Act (CWA) requires a report of the annual Clean Water State Revolving
Fund (CWSRF) activities. The Water Infrastructure Funding and Financing Section (WIFFS) of
the Department of Environment, Great Lakes, and Energy (EGLE) herby submits this CWSRF
annual report for the state’s fiscal year 2023 (Oct 1, 2022, through September 30, 2023).

This report describes the uses of funds, project overviews and the manner in which the WIFFS
managed the projects, goals, and objectives of the fiscal year (FY) 2023 Intended Use Plan.
The WIFFS has agreed to submit this report to the Environmental Protection Agency within 90
days following the end of the fiscal year.

Il. Executive Summary
Since 1999, Michigan’s CWSRF program has issued over $6.4 billion to local municipalities
undertaking wastewater or stormwater infrastructure projects throughout the state. This financial
assistance has positively impacted environmental health across the state, however the
increasing number of CWSRF applications indicate further work and financial assistance is
needed. Infrastructure continues to approach and extend beyond its design limits along with the
growing need to reduce pollutants and address climate challenges through green infrastructure.
The total amount of dollars awarded in FY2023 through the CWSRF more than doubled the total
awarded via the program in FY2022 and was nine times greater than what was awarded in
FY2019.

In FY23, $914,547,342 of CWSRF and American Rescue Plan (ARP) financial assistance was
awarded to 48 projects. This year’s increase in financing and funding sources addressed a need
for water infrastructure projects that support and protect Michigan’s communities and the
environment.

Limited funds in local budgets for competing interests compounds the urgent need for water
infrastructure projects. CWSRF provided multiple solutions in FY 2023 to lessen communities’
financial burden:

e All loans have interest rates well below market rates (1.875% - 2.125%).
e 13 loans received principal forgiveness totaling $67,634,220.

e 37 projects received American Rescue Plan (ARP) grants totaling $194,281,842.
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WIFFS prioritized allocating ARP grants and principal forgiveness to disadvantaged
communities.

EGLE and the Michigan Finance Authority (MFA) administered FY 2023 CWSRF program funds
in accordance with the Intended Use Plan published by EGLE in October 2022. EGLE met
technical and financial regulations to leverage 100% of available federal funds identified in the
Intended Use Plan.

Ill. Program Activity

Financing through the CWSRF program assists communities in complying with their treatment
standards for discharging into rivers, lakes, streams, and groundwater per the National Pollutant
Discharge Elimination System (NPDES) administered by EGLE. In FY2023, WIFFS executed
milestone schedules and completed environmental reviews with all applicants that received
CWSREF assistance.

Forty bidding commitments were executed to Section 212, publicly owned treatment works
projects, totaling $720,265,500. Total principal forgiveness awarded was $67,634,220. Interest
rates for projects were set at 1.875 percent for 20-year loan terms, 2.125 percent for 30-year
loan terms, and 1.875 percent for 30-year disadvantaged community loan terms. Twenty-five
projects, or 62.5 percent of total loans awarded went to qualified disadvantaged communities.

The project priority list (PPL) for FY23 was issued as final in October 2022, it included a
CWSREF total fundable range of $811,313,780. After the issuance of the final PPL, eleven
projects declined funds. WIFFS was successful at reallocating the dollars from the dropped
projects to additional projects originally outside the fundable range, issuing a total of
$720,265,500 in assistance (not including ARP).

Fiscal Year 2023 was especially challenging for several reasons including the sheer volume of
applicants, substantially high bids for project construction, and applicant’s inability or
unwillingness to take on debt. Additionally, EGLE was allocated ARP dollars that flowed through
the CWSRF program to applicants. While these ARP monies significantly increased the funds
available to improve local infrastructure, WIFFS found that some communities were only willing
to take on 100% grants and subsequently delayed their projects in hopes of receiving additional
grant funds in future years or were not far enough along in the design of their projects to
proceed with a loan closing in FY23.
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IV. Traditional Capitalization Grant

EGLE applied for and was awarded the 2022 federal capitalization grant from EPA in the
amount of $49,751,000. As required, Michigan provided a 20-percent state match of $9,950,200
from proceeds of the sale of a state match revenue bond. In addition to the federal and state
capital contributions, the CWSREF is also capitalized with principal and interest payments from
earlier loans, account earnings, state match bonds, and released funds from debt service
reserve accounts. The table below illustrates the Capitalization Grant, required state match, and
total revolving fund dollars allocated to projects on the FY23 project priority list.

Federal State Match  Total Traditional
Appropriation Dollars CWSREF Dollars

Amount Awarded

FY22 Capitalization Grant $49,751,000 $9,950,200 $632,064,700

V. Bipartisan Infrastructure Law
On November 15, 2021, the Infrastructure Investment and Jobs Act was signed into law.
Referred to as the Bipartisan Infrastructure Law (BIL), it included an appropriation to the EPA to
strengthen the nations drinking water and wastewater systems. A portion of the BIL dollars flow
through the CWSRF beginning with FY2023 projects.

The BIL provides two new federal grants to Michigan through the CWSRF, the Supplemental
CWSRF Grant and the Emerging Contaminants Grant. The following table illustrates FY23
project BIL dollars, associated state match dollars, and amount required to be awarded to
applicants as additional subsidy (awarded by Michigan as principal forgiveness).

Awarded
State Match Additional
Dollars Subsidy
Dollars

CWSRE $76,528,000 7,652,800 $37,498,720  $84,180,800*
Supplemental

Emerglrfg $4,020,000 $0 $4,020,000 $4,020,000
Contaminant

*Includes state match

Federal

Appropriation
Amount

Amount
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VI. ShortTerm Goals
Michigan’s FY2023 IUP included 6 short term goals which were met as follows:

1. Oversee the update of the Clean Water Needs Survey to ensure maximum patrticipation
from communities and that non-traditional project types are included.

WIFFS created an online data portal that allowed communities to directly submit capital
improvement plans to EGLE. This process simplified back and forth correspondence and
greatly reduced the burden on communities as the survey allowed them to complete
required basic contact and background information and then submit an already
completed capital improvement plan. The state coordinator then completed all additional
requirements of separating relevant data which removed any additional work
communities had to complete in past years. Additionally, with the focus by both EGLE
and the EPA to use SRF funds for stormwater management challenges, Michigan made a
concerted effort to collect data for type VI projects. These efforts resulted in documented
stormwater needs of nearly $6 billion in the 2022 survey compared to $43 million in 2012.

2. Apply for all 3 CWSRF federal grants and ensure requirements of the grant terms and
conditions are met including American Recovery Plan Act funding.

Michigan applied for and received all CWSRF capitalization grant funds as well as all BIL
funds. Additionally, all required ARP grant conditions were added to financial agreements
as necessary.

3. Assist borrowers listed on the annual PPL in meeting CWSRF requirements to
successfully close on a loan.

WIFFS issued financing agreements to 40 borrowers and assisted those applicants in
meeting federal requirements in FY23. While 11 projects dropped throughout the year,
mainly due to scheduling issues on the borrowers, WIFFS was able to extend financing
options to projects not initially in the fundable range.

4. Develop program procedures related to the new CWSRF state legislation.

Two main areas were improved under the new CWSREF legislation, scoring criteria and
affordability criteria. WIFFS continues to work with our internal EGLE partners in the
Water Resources Division who are responsible for creating guidance related to and
scoring CWSREF projects. The new scoring criteria and guidance documents are available
on EGLE’s scoring criteria website.

Additionally, WIFFS developed a new online survey tool for applicants to complete in
order to determine if they qualify under the state’s new two-tier affordability criteria
system known as Overburdened or Significantly Overburdened. This online tool is an

-4 -
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improvement from previous years as now an applicant can enter their data and a
determination is calculated immediately for them. These results are automatically
generated and also sent to WIFFS staff saving time for both applicants and the SRF
team.

5. Procure and maintain a new data system for tracking CWSRF and related state grant
programs.

EGLE continues the processes of procuring a new data system for SRF programs. In
FY23 EGLE hired a consultant to review WIFFS current system needs, requirements,
and functionality, to create a Request for Proposal to procure a new data system. The
consultant’s contract was completed at the end of the calendar year and EGLE continues
to work with the state’s Department of Technology, Management, and Budget to finalize
the RFP process and enter into a contract to procure a new data system.

6. Hire and train new CWSRF program staff.

Four new SRF project managers were hired in FY23, increasing the SRF project
manager total to 13. The Finance Division organizational chart can be found on EGLE’s
website. WIFFS has a successful internal training program that has led to all four of these
new staff currently having the appropriate level of knowledge to manage simple to
moderately complex projects.

VIl. Bipartisan Infrastructure Law

The Bipartisan Infrastructure Law (BIL) provided two new federal grants to Michigan through the
CWSRF: Supplemental Clean Water State Revolving Fund Grant and the Emerging
Contaminants (EC) Grant. In FY23, Michigan applied for and received 100% of available federal
funds from both grants, $76,528,000 in BIL Supplemental CWSREF dollars and $4,020,000 in BIL
EC grant dollars.

The BIL EC grant required 100% of funds to be awarded as additional subsidization. Michigan
awarded $4,020,000 of EC grant funds as principal forgiveness. All projects receiving these
funds were considered equivalency projects with federal cross-cutter requirements being met.

The BIL Supplemental CWSRF grant required 49% of funds to be awarded as additional
subsidization. Michigan awarded $37,498,720 in BIL Supplemental CWSRF as principal
forgiveness and $39,029,280 in BIL Supplemental as loan dollars. All projects receiving these
funds were considered equivalency projects with federal cross-cutter requirements being met.
Grant Subsidy Required Total Subsidy Awarded

BIL EC $4,020,000 $4,020,000
BIL Supplemental CWSRF $37,498,720 $37,498,720

-5-
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VIil. Additional Subsidization
Michigan’s FY22 capitalization grant ($49,751,000) required a 10% ($4,975,100) appropriation
subsidy and an additional 10-30% ($14,925,300) Clean Water Act subsidy. In addition, Michigan
proposed to utilize a remaining subsidy from 2019 in the amount of $6,599,600 to reach a total
subsidy amount of $26,500,000 being awarded a principal forgiveness. Due to projects dropping
and reducing scope, the total amount of subsidy awarded as traditional principal forgiveness
was $26,115,500 as illustrated in the table below.
10-perf:ent 30-perf:ent Additional Tc_»t_al
Subsidy Subsidy . Traditional
2019 Subsidy Subsidy
Awarded

FY22
Capitalization
Grant

Required (Clean Water
(Appropriations) Act) Awarded

$49,751,000 $4,975,100 $14,925,300 $6,215,100 $26,115,500

In March 2022, Michigan signed into a law Public Act 53 that included language for allocating
the state’s federal American Rescue Plan (ARP) dollars towards clean water infrastructure
improvement projects included on the CWSRF project priority list. These grant dollars
supplemented the additional subsidization dollars for FY23 CWSRF projects. A total of
$194,281,842 in ARP dollars were awarded to projects prioritized on the FY23 CWSRF priority
list. Of the total amount, $122,183,613 in ARP funds were awarded in combination with CWSRF
dollars leaving $72,098,229 of ARP awarded to projects without CWSREF dollars. These values
are illustrated on Attachments 1.

Michigan uses the term ‘disadvantaged community’ when describing applicants that meet the
state’s affordability criteria. In FY23, 33 projects, or 69-percent of total funded projects, qualified
as a disadvantaged community.

ARP grant funds and CWSREF loan forgiveness were allocated to CWSRF projects in FY23
using a tiered approach as follows:

e Tier 1 —100% ARP grants. Projects qualifying as disadvantaged with a Median Annual
Household Income (MAHI) less than $35,000.

o Tier 2 —50% ARP grant, principal forgiveness, or some combination thereof. Projects
qualifying as disadvantaged with a MAHI greater than $35,000.

o Tier 3 —10% ARP grant, principal forgiveness, or some combination thereof. All other
projects not identified as disadvantaged.

e Total forgiveness or ARP grant amounts were limited to $20,000,000 per project.
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IX. Green Project Reserve
The FY2022 capitalization grant conditions required EGLE award not less than 10%
($4,975,100) of the grant to be used for Green Project Reserve (GPR) projects to the extent
possible. Additionally, the same 10% requirement is in place for both the BIL Supplemental
CWSRF grant ($7,652,800) and the BIL EC grant ($402,000). EGLE had one project, the City of
Marquette’s solids handling project, that had qualifying GRP components in the amount of
$12,510,000. This project met the GPR requirement for both the traditional capitalization grant
and nearly all the BIL Supplemental grant. There is a deficit of $117,900 in GPR under the BIL
Supplemental and $402,000 of GPR under the EC grant due to a lack of GPR applicants. Three
additional projects originally proposed to proceed in FY23 that included GRP components failed
to close financial assistance agreements as they stated they would only accept 100% grant or
forgiveness agreements.

X. NEPA Review and Equivalency
All projects receiving CWSRF dollars were subject to an environmental review by WIFFS
consistent with Michigan’s National Environmental Policy Act (NEPA) - like State Environmental
review process. Findings of No Significant Impact were issued for all projects awarded dollars
prior to the start of any construction activities.

In FY2023, WIFFS applied equivalency for CWSRF projects. Equivalency projects must meet
EPA's equivalency requirements including compliance with all federal cross-cutters and
qualifications-based selection process. Projects below were used to meet equivalency in
FY2023.

Project Applicant Traditional BIL

Number CWSRF Supplemental

5730-01 Allendale Township $44,780,000 $0 $0
5731-01 Marquette $5,290,220 $7,219,780 $0

5830-01 Belding $32,920,000 $4,020,000
5835-01 Clinton River Drain District $24,333,200 $20,461,800 $0
SEEEI  Great Lakes Water Authority $88,820,000 $7,217,720 $0

5843-01 Saline $48,638,500  $16,361,500 $0
TOTAL $211,861,920  $76,528,000 $4,020,000
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XI. Uses of Funds
EGLE has agreed to administer the CWSRF in accordance with the capitalization grant terms,
the FY2023 IUP, and the Operating Agreement. In doing so, certain administrative procedures
are implicit. The operation of the fund is bound by the following provisions:

e Agreement to accept payments.

e State laws, rules, and procedures.

e State accounting and auditing procedures.

e Sub-recipient accounting and auditing procedures.

e Use of the Automated Standard Application for Payments.

e Debit Repayment.

e Annual audit requirements.

e Annual performance review.

Additionally, the state of Michigan has provided all necessary certifications from the state
Attorney General’s office, which attest to its ability to implement the CWSRF and bind itself to
the terms of the Capitalization Grant Agreement.

EGLE partners with the Michigan Finance Authority (MFA) to manage and leverage the program
funds. Below is the MFA’s Net Position for CWSRF as of September 2023.

Municipal Bond Fund - Supplementary Schedule of Net Position

9/30/2024
hssots T mount
Cash and cash equivalents $ 5,579
Interest receivable $ 6,236,659
Investments $ 1,449,537,947
Loans receivable, net $ 1,695,204,246
Bonds receivable $ -
Total Assets $ 3,150,984,431
Deferred loss on refunding $ 11,823,679
Liabilies T iy mount|
Accounts payable and other liabilities $ 589,992
Bonds and notes payable, net $ 742,082,435
Interest payable $ 12,687,516
Unearned revenue $ 6,634,307
Total Liabilities $ 761,994,250
Deferred gain on refunding $ 312,822
Total Net Position $ 2,400,501,038

-8-
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XIl. CWSRF Accomplishments

While Michigan’s CWSRF has awarded a total of $6.5 billion over the life of the program,
FY2023 was by far the largest funding and financing year on record in WIFFS with the advent of
the ARP federal dollars being awarded alongside CWSRF dollars and the BIL funds. A total of
$914,547,342 was awarded to 48 projects across the state including $720 million in loan dollars.
Project awards can be found on WIFFS interactive online dashboard which is updated quarterly.

Sixty-eight percent of projects receiving funds through the FY2023 CWSRF process qualified as
disadvantaged communities, this included 8 projects that qualified for 100% grant funding. The City
of Lansing, a disadvantaged community, was awarded their 25th segment of CWSRF dollars to
address their combined sewer overflow long-term correction program. Other notable disadvantaged
community projects included the City of Belding’s wastewater treatment facility improvements
including upgrades to address PFAS.

Michigan’s WIFFS have financed clean water infrastructure projects for 34 years, we look forward
to working with our partners to continue to develop innovative solutions to assist communities
addressing their infrastructure needs for generations to come.


https://egle.maps.arcgis.com/apps/dashboards/7145fc6109174768963e55b76c86e85c

Attachment 1 FY2023 Clean Water State Revolving Fund Awarded Dollars

(=A ¢ ] =
- . . Loan
Project # Applicant Name Project Components EPA Project Category Disadvantaged Comn?iltdn?:anrg[ Date ARP Awarded Loan Amount TraA(\j’\g:g::ij I?Al‘\b:rgezl: BIL i\\:vvasrsg dLoan BIL CWSRF PF RS;:?\:; F,;rr(r?c?l?:\t R’I:Zrﬁ’zt) 'I(';rsn)]
5005-25 City of Lansing CSO Combined Sewer Overflow Yes 2/24/2023 $ 15,850,000 | $ 19,881,280 1.875 30
5647-02 |City of St Joseph CSO Major Rehab 8/3/2023 $ 333,333 $ 3,000,000 2.125 30
5711-01 City of Owosso WWTP Secondary Treatment Yes 8/3/2023 $ 1,412,500 | $ 13,700,000 | $ 5,300,000 1.875 30
5715-02 City of Burton Collection System Major Rehab 5/15/2023 $ 295,000 | $ 2,655,000 2.125 30
5723-01 City of Inkster CSO Combined Sewer Overflow Yes 11/14/2022 $ 9,590,000 | $ 1,745,000 1.875 30
5730-01 Allendale Charter Township WWTP Secondary Treatment 9/8/2023 $ 40,832,500 | $ 3,947,500 2.125 30
5731-01 City of Marquette WWTP Secondary Treatment Yes 5/15/2023 $ 5,290,220 1,362,280 | $ 5,857,500 | $ 12,510,000 1.875 30
5748-01 Charter County of Wayne Collection System Major Rehab, Combined Sewer $ 957,000 | $ 8,613,000
Overflow 12/2712022 1.875 20
5750-01 Genesee County Drain Commissioner WWTP Secondary Treatment 11/14/2022 $ 25,955,000 1.875 20
5761-02 City of Three Rivers WWTP, Pumpstations Minor Rehab Yes 12/27/2022 $ 4,215,000 | $ 4,215,000 1.875 30
5765-01 City of Eaton Rapids Collection system, WWTP Secondary Treatment, New $ 2,120,000 [ $ 2,120,000
Yes 8/8/2023
Interceptor 1.875 30
5769-01 Delhi Charter Township WWTP Secondary Treatment 8/3/2023 $ 382,000 | $ 6,300,000 | $ 318,000 1.875 20
5771-02 City of Hartford WWTP, collection system Minor Rehab Yes 11/14/2022 $ 372,500 | $ 372,500 1.875 20
5779-02 Village of Paw Paw WWTP impr Secondary Treatment Yes 11/14/2022 $ 1,875,000 | $ 1,875,000 1.875 30
5787-01 YCUA UV disinfection, Headworks Odor Control Secondary Treatment 8/3/2023 $ 799,500 | $ 10,355,500 1.875 20
5790-01 City of Muskegon Sewer and lift station rehab Major Rehab, New Interceptor Yes 8/3/2023 $ 1,955,000 | $ 1,955,000 1.875 20
5791-01 City of Hart Sewer Rehab Major Rehab Yes 8/3/2023 $ 1,432,500 | $ 1,432,500 1.875 30
5794-01 Village of Newberry Sewer rehab Major Rehab Yes 8/3/2023 $ 512,500 | $ 512,500 1.875 20
5795-01 Section 32 Sewer Authority Collection sys and lagoon impr Major Rehab Yes 8/8/2023 $ 377,500 | $ 377,500 1.875 30
5796-01 Gogebic Iron Wastewater Authority WWTP impr Secondary Treatment Yes 8/3/2023 $ 20,000,000 | $ 12,085,000 1.875 30
5800-01 Charter Township of White Lake Sewer rehab Major Rehab 8/3/2023 $ 2,654,500 | $ 285,500 1.875 20
5802-01 City of Kalamazoo Interceptor upgrade Major Rehab 4/7/2023 $ 555,500 | $ 7,445,000 1.875 20
5803-01 Village of Quincy PS replace, lagoon upgrade Secondary Treatment, Major $ 1,505,000 | $ 1,505,000
Rehab Yes 8/8/2023 1.875 30
5804-01 South Haven Area Water Sewer Authority WWTP impr Secondary Treatment Yes 8/8/2023 $ 3,640,000 | $ 5,825,000 1.875 30
5805-01 |West Iron County Sewer Authority WWTP impr Secondary Treatment Yes 8/3/2023 $ 3,162,500 | $ 4,092,500 1.875 30
5810-01 Clark Township Grinder pump repl Major Rehab Yes 8/3/2023 $ 1,800,000 | $ 3,410,000 1.875 20
5814-01 City of Mt Pleasant Biological Treatment Advanced Treatment Yes 8/3/2023 $ 9,000,000 | $ 18,000,000 1.875 30
5817-01 City of Croswell I/l removal, WWTP and PS impr Secondary Treatment, Advanced $ 10,245,000 | $ 13,505,000
Treatment, Major Rehab Yes 8/8/2023
1.875 30
5818-01 Southern Clinton County Municipal Utilities WWTP upgrade Secondary Treatment $ 1,671,500 | $ 21,600,000
Authority 41712023 2.125 30
5821-01 City of Mason WWTP impr Secondary Treatment 8/3/2023 $ 2,800,000 | $ 30,985,000 2.125 30
5822-01 City of Grand Rapids PFAS removal, stormwater Storm Sewers Yes 9/8/2023 $ 7,500,000 | $ 7,500,000 1.875 20
5823-01 City of Ishpeming Sewer MH repl, LS impr SCADA Major Rehab Yes 8/8/2023 $ 8,025,000 | $ 8,025,000 1.875 30
5824-01 City of Mackinac Island WWTP impr Secondary Treatment Yes 8/8/2023 $ 15,000,000 | $ 24,000,000 1.875 30
5830-01 City of Belding WWTP, LS, manhole, sanitary impr, PFAS |Secondary Treatment Yes 8/8/2023 $ 8,980,000 | $ 80,000 | $ 4,020,000 18,510,000 | $ 14,410,000 1.875 30
5833-01 Forsyth Township Sanitary sewer rehab/repl Major Rehab Yes 5/45/2023 $ 375,000 | $ 375,000 1.875 30
5834-01 Evergreen-Farmington SDDDD SSO reduction New Interceptor 12/27/2022 $ 108,963,000 | $ 12,107,000 1.875 20
5835-01* |Clinton River Water Resource Recovery Facility| WWTP impr Phase 1 Secondary Treatment $ 24,333,200 16,652,800 | $ 3,809,000
DD 9/8/2023 1.875 20
5836-01 GLWA WRRF PS-1 rehab Secondary Treatment 5/15/2023 $ 2,342,280 | $ 88,820,000 $ 7,217,720 1.875 20
5843-01 City of Saline WWTP impr Secondary Treatment 8/8/2023 $ 48,638,500 10,157,000 | $ 6,204,500 2.125 30
5845-01 City of Hart WWTP impr Secondary Treatment Yes 8/3/2023 $ 4,005,000 | $ 6,175,000 1.875 30
CW-5770A |Reed City Yes $ 14,000,000
CW-5820A |City of Grayling Yes $ 1,523,000
CW-5811A |City of Cheboygan Yes $ 2,188,000
CW-5850A |Augusta Drain Drainage District NPS Yes $ 1,330,600
CW-5716A |City of Harrisville Yes $ 10,605,000
CW-5739A |City of Flint Yes $ 20,000,000
CW-5798A |Oakland County Yes $ 12,750,000
CW-5783A |City of Inkster Yes $ 9,701,629
TOTALS $ 194,281,842 | $ 605,949,200 | $ 26,115,500 | $ 4,020,000 46,682,080 | $ 37,498,720
*Note BIL CWSRF Loan Awarded amount includes $7,652,800 of BIL Supplemental state match dollars (10% of BIL Supplemental grant) for illustration
Equivalency projects (Total) $ 207,914,420 $ 4,020,000 46,682,080 | $ 37,498,720
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