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Communities Served by the Connecticut Clean Water Fund

Fairfield County: Bethel, Bridgeport,
Brookfield, Danbury, Darien, Fairfield,
Greenwich, New Canaan, Newtown Norwalk,
Redding, Ridgefield, Shelton, Stamford,
Stratford, Trumbull, Westport

Hartford County: Bristol, Burlington, Canton,
East Windsor, Enfield, Farmington, Glastonbury,
Hartford, Manchester, Marlborough,
Metropolitan District (MDC), New Britain,
Plainville, Simsbury, Southington, South
Windsor, Suffield, Windsor Locks

Litchfield County: Canaan, Goshen
(Woodridge Lake), Litchfield, New Hartford, New
Milford, Norfolk, North Canaan, Plymouth,
Salisbury, Sharon, Thomaston, Torrington,
Watertown, Winchester

Middlesex County: Chester, Clinton,
Cromwell, Deep River, East Haddam, East
Hampton, Essex, Mattabassett District,
Middlefield, Middletown, Old Saybrook, Portland,
Westbrook

New Haven County: Ansonia, Beacon Falls,
Branford, Cheshire, Derby, East Haven,
Guilford, Hamden, Meriden, Middlebury, Milford,
Naugatuck, Greater New Haven Water Pollution
Control Authority (GNHWPCA), North Branford,
North Haven, Orange, Oxford, Seymour,
Southbury, Wallingford, Waterbury, West Haven,
Wolcott, Woodbridge

New London County: East Lyme (including
Point-O 8N oods), Groton, Jewett City, Ledyard,
New London, Norwich, Sprague, Stonington,
Waterford

Tolland County: Bolton Lakes WPCA,
Coventry, Hebron, Stafford, Storrs (University of
Connecticut), Tolland, Vernon

Windham County: Ashford, Brooklyn,
Killingly, Plainfield, Putham, Thompson,
Willimantic, Windham, Woodstock




Report Introduction

This report is the Annual Report to the
Governor on the Connecticut Clean Water
Fund for the fiscal year ending June 30,
2012. It has been prepared jointly by the
Bureau of Water Protection and Land
Reuse and the Bureau of Financial and
Support Services within the Department of
Energy and Environmental Protection
(DEEP) and the Debt Management Division
of the State Treasurerd s ic®.f f

The Connecticut Clean Water Fund (CWF)
includes the Clean Water State Revolving
Fund (Clean Water SRF or CWSRF)
program that provides financing for projects
that have been identified and prioritized by
the DEEP.

This report includes the history of the CWF
and the Clean Water SRF, as well as a
review of project financing during FY 2012,
projections of future project funding, and the
management initiatives for FY 2013.

As a major recipient of federal financial
assistance, the State must provide audited
statements and comply with the federal
Single Audit Act of 1984 as well as the
federal Clean Water Act, as amended.

A firm of independent certified public
accountants has prepared the audited
statements for the fiscal year that ended
June 30, 2012, as provided in this report.

This report includes references to the
second major program of the CWF, the
Drinking Water State Revolving Fund
(Drinking Water SRF).

A separate annual report is available for the
Drinking Water SRF. Copies of this and
previous annual reports since 2001 are
avail able at the
www.state.ct.us/ott.

St at e

Executive Summary

Within Connecticutds
approximately 450,000 acres of wetlands,
6,000 miles of streams and rivers, over
2,000 lakes and reservoirs, and 600 square
miles of estuarine water in the Long Island
Sound. Sustaining these resources for
today and tomorrow is a critical goal of the
State of Connecticut and the primary
purpose for the creation of the CWF and its
programs.

The largest of the CWF programs is the
Clean Water SRF. The Clean Water SRF
supports municipal wastewater
infrastructure projects throughout the State
and is a designated federal state revolving
fund.

The program has provided
wastewater infrastructure in areas
of Connecticut where more than
65% of the population resides.

The CWF partners with local governments
in building and financing projects that
improve water quality and protect public
health while
significant natural resources.

The CWF is one of the most generous
programs in the United States with 100%
project financing which includes grants for a
percentage of the project cost and
subsidized 2% interest rate loans for the
balance of the project cost.

There is significant coordination of efforts
among the agencies of the State with Clean
Water SRF responsibilities. The Connecticut
DEEP carries out the environmental policies
of the State and manages the CWF
programs. The DEEP Bureau of Water
Frotextiors and Land Reusewdniinister the
programs with the support of the Bureau of

sustaini
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Financial and Support Services. Through a
Memorandum of Agreement with the DEEP,
the State Treasurer6 s  Oimdnagesdhe
bond financing program and provides the
financial management and administration of
the loan program.

Several water quality and environmental
protection needs are addressed through
projects financed through the CWF.
Through various statutes and regulations,
the State uses the CWF to focus on specific
stream segments or bodies of water where
municipal discharges have resulted in
impairment or pose a significant public
health risk, and for which the reduction of
pollution will substantially restore the quality
of surface or groundwater. As of June 30,
2012, the CWF had made commitments
totaling $2.6 billion in grant and loan
assistance to 92 communities including 18
municipalities that participate in regional
districts or authorities.

The program has continued to provide
wastewater infrastructure development in
areas of Connecticut where more than 65%
of the population resides.

The CWF also supports activities in the
Nitrogen Credit Exchange Program and
other programs and projects of the DEEP.

Primary sources of funding for the CWF
programs are state general obligation and
revenue bonds, as managed by the State
Tr eas ur e raddsfededl dapitalization
grants through the Clean Water Act with
annual appropriations through the U.S.
Environmental Protection Agency (EPA).

The Clean Water SRF also received federal
economic stimulus funding under the
American Recovery and Reinvestment Act
(ARRA) of 2009 and continued to expend
those funds through 2012.

Summary of Activites and
Accomplishments

Progress in Water Quality

A Quality of water in
Connecticutds r
streams continually improves

A Flow of nitrogen and other
pollutants reduced

Progress in CWF

A Disbursed over $74.9 million for
high priority water quality
projects in 2012

A Bond Program enables low
interest financing and effective
use of financial resources to
meet existing water quality
needs

A Support for the creation,
development, and
implementation of new program
initiatives

The State of Connecti

building and improving the capacity of the
local wastewater systems by working
closely with cities and towns continued
through 2012. As a result, the quality of

water in Connecticsutods

continually improved, and consistent with

the Stateds water quality

plans, the flow of nitrogen and other
pollutants into Long Island Sound is being
reduced.

The EPA Clean Watershed Needs Survey,
conducted in fiscal years 2008 and 2009,
estimated that the overall need for
improvements in Connecticut to meet the
goals of the federal Clean Water Act was
approximately $4.7 billion, including
treatment plant construction and
improvements of approximately $1.2 billion,
and combined sewer overflow (CSO)

cut 6s
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correction needs that are expected to
exceed $3.0 billion.

These estimates did not include needed
efforts to reduce phosphorus levels that
could add over $200 million to the total
needs, nor do they include additional CSO
correction needs based on more recent
Long Term Control Plans developed for
those facilities. Based on these estimates,
the DEEP estimates that the infrastructure
needs over the next 20 years will rise to
$5.2 billion. About 65% of these costs are
expected to be met through the Clean
Water SRF loan program.

Resources to meet existing and future
needs and support for the creation,
development, and implementation of new
program initiatives are continuing priorities
for the State. In fiscal year 2012, the State
demonstrated its strong commitment to the
CWF programs with annual authorizations
and consistent staffing levels.

The State provided new bonding
authorizations for the program of $92.6
million in general obligation bonds and
$233.4 million in revenue bonds, as shown
in Appendix I. In the midst of the current
economic crunch experienced by most
states including Connecticut, these
authorizations are an important part of the
St a teeobHomic development
commitments and are consistent with the

Stateds environment al

Loan Program

The State partners with local governments
in building and financing projects that
maintain and improve water quality while

sustaining the Stateds

resources.

Connecticut recognizes the need for
construction funds to be available year-
round, and with its generous 100% project
financing program, participants received a
package of financing including grants and
short- and long-term loans.

Projects on the Project Priority List enter
into a loan agreement and then initiate
projects using the interim financing provided
under the agreement. Loans are
permanently financed after borrowers
expend the funds and complete the projects
under their interim loan. Six loan
commitments closed during fiscal year 2012
totaling $162.9 million, as shown on the list
of closed loans in Appendix IV. The projects
are for planning and design, treatment plant
upgrades, and system improvements as
required by several DEEP consent orders.

During fiscal year 2012, the State disbursed
$74.9 million for Clean Water projects. On
the loan portion, each borrower is obligated
to repay the principal amount at a
subsidized interest rate of 2%. In fiscal year
2012, borrower repayments including
principal and interest totaled $83.0 million.

State Grant Program

The State funds the grant payments used to
supplement project financing. To date, the
municipalities have received $625.4 million
in CWF grants and $69.7 million in total

p koBggstaadrougchgeantssfunded by

general obligation bonds.

Other State Contributions

From 1991 to 2001, the State also
subsidized debt service on the SRF bonds
with fenissyance ef $5b.7 rilkon in geaeral
obligation bonds for interest subsidy. These
interest subsidy bond payments are held
outside of the CWSRF. As the State pays




the debt service on these bonds, the
amount of cash is deposited into the SRF to
provide additional coverage for the SRF
bond debt service payments. Over several
years, primarily due to the issuance of
refunding bonds, interest costs have been
lowered, creating excess funds within the
Clean Water SRF. Since the level of
overmatch already provided to the CWSRF
is significant, the State determined that the
best use of these funds would be to meet
the required match for the Drinking Water
SRF capitalization grant. Since 2006, the
State has provided cash contributions to the
Drinking Water SRF to provide the Drinking
Water SRF required state match.

The State also has provided state bond
authorizations to ensure that the match
requirements for both the Clean Water Fund
and the Drinking Water Fund will be met as
federal grants are awarded and before
draws are processed.

Investment Interest Earnings

Program assets are held for program
purposes and used as security for all bonds.
As of June 2012, the State held $1.5 billion
in Clean Water assets that were invested in

| oans, the Stateds Shor

Fund, general obligation bonds, and
guaranteed investment contracts. Earnings
on these investments are used to pay a
portion of the debt service on the SRF
bonds. In fiscal year 2012, earnings
accounted for approximately 30% of the
total debt service, totaling $32.1 million.

Bonds are repaid on established schedules,
and invested funds are released and
reinvested to support the sustainability of
the program. In fiscal year 2012, $12.6
million was reinvested by the Clean Water

SRF and made available for future bond
issues to fund new loans.

Clean Water Projects

As outlined in the biennial Intended Use
Plan (IUP), all Clean Water SRF projects
are subject to the rigorous environmental
review procedures of the Connecticut
Environmental Policy Act. The Clean Water
SRF program continues to meet the goals
established in the IUP, providing loans for a
wide variety of projects.

The primary recipients of Clean Water loans
have been combined sewer overflow,
wastewater treatment, and wastewater
collection projects, although other projects
such as drainage improvements, landfill
closures, brownfields remediation,
renewable energy projects, and other
nonpoint source projects are eligible for
funding.

The following discussion highlights
accomplishments of fiscal year 2012 that
clearly embody the CWF and Clean Water
SRF program goals.

Provided financial, administrative, and
technical oversight for the construction of
wastewater treatment plant upgrades
designed to improve treatment and reliability
of the plants and to remove nitrogen to aid in
the protection of Long Island Sound,
including:
A Infiscal year 2012, construction was
completed for plant upgrades in
Ansonia, Meriden, and Windham.

A Construction continues in Hartford on
the MDC treatment plant upgrade, and
the treatment plant upgrade in New
Milford, CSO remediation in Bridgeport
and decentralized wastewater treatment
in Old Saybrook. Treatment plant




upgrades are wrapping up in South
Windsor.

A Bids were opened in late 2011 for
upgrades to the Hockanum River plant in
Manchester and the Mattabassett plant
in Cromwell. Active construction was
initiated for both projects in FY 2012.

A The Hockanum River plant upgrade in
Manchester is also the first project to
add phosphorus removal treatment since
new phosphorus limits have been
imposed by the EPA.

Provided financial, administrative and
technicalover si ght for th
Tribal Assistance Grants (STAG) program
andtheSt at eds Small Tow
Assistance Program (STEAP) as well as for
projects funded under a separate reserve for
state-owned facilities per the Connecticut
General Statutes (CGS) 22a-439.

Provided financial, administrative, and
technical oversight for wastewater collection
system improvements that will decrease
CSQOs, in order to comply with State
Consent Orders:

1 Construction to separate sanitary sewer
flows from stormwater flows and/or
manage these combined flows continued
in Hartford and New Haven as part of the
implementation of their respective Long
Term Control Plans.

9 The MDC also used these projects to
comply with an EPA Consent Decree to
eliminate sanitary sewer overflows
(SSOs).

The Minority Businesses/Women
Businesses Enterprise (MBE/WBE)
requirements and the EPA negotiated fair
share goals were met and maintained.
Research and calculations continued on the
MBE/WBE availability study due to EPA
September 2012.

As of June 30, 2012, cumulative EPA
awards have totaled $471.7 million,
including the $48 million of American
Recovery and Reinvestment Act (ARRA)
funding. The required state match is 20% of
the total, and the St
to the program exceed the $84.7 million
required for the current capitalization grants
by $15.3 million. All the capitalization grants
and matching funds remain in the State
Revolving Funds.

Worked with communities to fund
decentralized wastewater management
projects. This innovative alternative to large
scale conventional infrastructure resolves
community pollution problems through the
upgrade of individual on-site systems,
installation of alternative technologies, and
development of cluster and small community
systems. This approach will also meet the
federal requirements of implementing

fgr e eaftednatives.

The development of the new state revolving
fund accounting and project management
system continued in fiscal year 2012. The
Department of Public Health continued work
on the customization for the Drinking Water
Fund. The next phase is customizing the
StateTr easurer 6s Of fice
project.

Program Management

The CWF has a long history of providing
financial assistance to municipalities for the
construction, rehabilitation, expansion, and
improvement of publicly owned systems for
the collection, treatment, and reclamation of
wastewater prior to discharge into receiving
waters.




Connecticut was one of the first states to
create a state revolving fund that replaced
long-standing state and federal grant
programs.

The CWF managers ensure compliance
with the federal Clean Water Act which has
extensive reporting and data collection
requirements that require the State to
implement policies, procedures, and
systems necessary to provide accurate and
timely information on the activities of the
Clean Water SRF.

The federal Act also requires that the State
provide sufficient staff and resources to
manage and maintain the Clean Water SRF
in perpetuity.

Through the years, the following
enhancements have expanded the Clean

Water Fuanbddsity to meet

water quality needs.

The legislature amended the
19 87 statutes to comply with the
federal Water Quality Act of

1987 and to provide a new
financing strategy to support the programs.
The Fund was initially created to provide
financial assistance to municipalities for
planning, design, and construction of
wastewater collection and treatment
projects.

The statutes were amended to
1994 include 55% planning grants in
lieu of a grant and loan for

planning.

The statutes were amended to
include the Drinking Water
SRF and to create the

subordinated refunding bond resolution to
take advantage of opportunities to reduce
debt costs.

The statutes were amended
to increase the grant
percentage for project costs

for nitrogen removal projects at wastewater
treatment facilities.

The Nitrogen Credit Trading
Program was initiated and
grants were increased from

20% to 25% for small communities
regardless of project size and a 100% loan
program for collection system
improvements was instituted.

The State Treasurer
restructured the financing
program and implemented an

innovative general revenue bond
resolution, which increased the amount of
available loan funding and improved the

c 8ﬁ’i1ci@n%yC o% tﬁe%r%g}ra?n.s

The Clean Water Fund
Advisory Group focused
attention on all aspects of the

Connecticut Clean Water Fund resulting in
higher authorizations for funding.

Fully committed all funding
2 0 0 9 under ARRA. Significantly
increased authorizations for

program loans and grants were approved,

and the DEEPandthe St at e Treasurero

Office completed key steps in the process
of restructuring the financial reporting and
management systems in accordance with
the amended Memorandum of Agreement.
For the first time, the State issued two
bond issues in one fiscal year to meet
program needs and reduce debt service
costs. Began changes in management of
the Drinking Water Fund increasing the
capacity to manage all SRF projects.




ARRA funds were
incorporated into the Project
Priority List and the financing

plan, which expanded the capacity of the
program and provided the ability to address
an additional $85 million of needed
projects.

First decentralized wastewater
2011 management project funded in

Connecticut, providing
municipalities with a broader range of

options when addressing community
pollution problems.

Legislation broadened the
terminology from nitrogen to
nutrient, allowing funding of

phosphorus removal.

The collaboration between the DEEP and

overview of state agency participation is
available in Appendix VIl and Appendix IX.

As the primary agency and the recipient of
the federal capitalization grants for the
Clean Water SRF on behalf of the State, the
DEEP executes annual grant agreements
with the federal EPA. Through a
Memorandum of Agreement with the State
Treasurer, originated in 1989 and amended
in 2009, the State Treasurer has certain
responsibilities with respect to management
of the Clean Water Fund. A financial
administrator in the State Treasurerd s ffic®
manages and coordinates the various
financial components and the revenue
bonding program of the Clean Water Fund
and the Drinking Water Fund on a day-to-
day basis.

In 2011, the DEEP was formed to bring
.together the missions of the former

theSt at e Tr e ashegaeas@aly Of f i g%

as 1987 when the agencies, along with the
Office of Policy and Management,
recommended changes in the method of
providing financial assistance by the State
to municipalities for wastewater and water
pollution control. Each agency has specific
program management roles and
responsibilities for the CWF, and an

Connecticut Departments of Environmental
Protection and Public Utility Control as well
as an energy policy group that had been
based at the Office of Policy and
Management. As further described in the
appendices, the Bureau of Water Protection
and Land Reuse administers the Clean
Water Fund from within the Environmental
Quiality Division of the DEEP.
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AgroupoftheDepart ment of Energy and Environment al Protection
managers and staff gathered in front of the Connecticut State Capitol Building in Hartford.
Major Programs of the Connecticut the work of the Clean Water SRF include
Clean Water Fund the Nitrogen Credit Exchange Program.

) ] Other programs have included the Rivers
The CWF is managed pursuant to Section Restoration Program, the Long Island
22a-475 to 499 of_the Conpectlcut General Sound Grant Program, and the Coves and
Statqtes and. provides low interest loans Embayments Program. Currently, the most
consistent with the_f_ederal Clean Water Act active work being planned, designed, and
anq grants for qualified Clean Water completed by the CWF is for water
projects. infrastructure projects to remove nitrogen
The effective management of the CWF and CSO. The overall program
requires coordination with programs that management goal of the CWF and the
participate in the achi €leae\Waten3IRF is fo efficiendly pRvidet e 6 s
water quality goals. The other programs of financial assistance at the lowest possible
the CWF that most significantly contribute to cost while ensuring that

and
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guality needs are met, now and in the 22a-521 to 527 of the Connecticut General

future. Statutes to promote and share the cost of
nitrogen removal through a nitrogen credit
The purpose of th trading mechanism established by the State
Revolving Fund programs is to among municipal wastewater treatment

provide a source of low interest
loans and other types of financial
assistance (other than direct

plants as mandated by the EPA under a
joint Connecticut and New York Total

grants) to local entities for the Maximum Daily Load (TMDL) analysis. A
construction, rehabilitation, TMDL defines the maximum amount of a
expansion, or improvement of pollutant that a body of water can absorb
wastewater treatment or drinking and still be healthy and sets an

water facilities in accordance implementation schedule to attain pollutant

Withithe Statelact: reduction goals. The Long Island Sound

TMDL requires that Connecticut and New

York collectively attain a 58.5% reduction of

nitrogen loading from all sources from an

established baseline by 2014. A 64%

reduction goal was set for
wastewater treatment plants, a major

source of nitrogen, through a waste load

allocation process. The TMDL is being

reviewed and may be revised by the end of

2012 based on the progress to date.

The Bureau of Water Protection and Land
Reuse of the DEEP administers the CWF,
primarily within its Municipal Facilities
Section. The Bureau also monitors and
assesses water quality and develops
strategies to abate or prevent water
pollution. The Municipal Facilities Section
provides assistance to municipalities for
municipal wastewater infrastructure
upgrades and needs assessment through

planning, design, and construction Together, a Nitrogen General Permit and
oversight, as well as the approval of permits the Nitrogen Credit Exchange form the
for municipal discharges and enforcing the foundation for the success of the Nitrogen
Statebds operator certif €reddkxchange Rrogrgnu The Nitiegent s .
As more fully described in the Project Credit Exchange Program provides an
Financing section, there are several project incentive to facilities that complete nitrogen
types and financing options for critical treatment projects while allowing facilities
projects. that elect to defer construction of nitrogen
treatment to remain in compliance with the
The Nitrogen Credit Exchange General Permit by purchasing nitrogen
Program credits. Approximately 14 million credits

The Nitrogen Credit Exchange Program is have been exchanged since 2004.

the Stateds nutrient tr %%‘%‘“h‘:t N o§ts a%wlaséemater gegiment
was one of the first such programs plants tha inc ude nitrogen removal will total
established in the U.S. The program is a nearly $1.3 billion through 2014. The

mechanism for attaining the aggregate associated nitrogen removal costs are

reduced nitrogen goal f %spmat&dt%t%taéov%r%((’)o n}'”'é’
wastewater treatment plants. The depending on the outcome of the TMDL and

Connecticut Nitrogen Credit Exchange the Nitrogen Credit Exchange Program.

Program was created in 2001 by Section

10



Program oversight is provided by a Nitrogen
Credit Advisory Board that includes
representatives from the DEEP, the State
Tr eas ur e rthieOffice bffPélicy end
Management, along with nine members
appointed by the General Assembly and the
Governor representing municipal interests
for a total of 12 members. The Nitrogen
Credit Advisory Board also makes
recommendations to the DEEP
Commissioner regarding use of funds
generated from the sale of nitrogen credits
to support nitrogen removal projects, habitat
restoration, and research. Nitrogen credit
funds are currently being used to evaluate
cold weather winter operations and train
operators to attain higher levels of nitrogen
removal during winter months, monitor
nitrogen loads, support research through
membership in the Water Environment
Research Foundation, and study the
consequences of CSO management on
nitrogen treatment and loads. Research
also is being conducted by the University of
Connecticut.

The Long Island Sound Programs
The Long Island Sound Programs were

developed becauseConnecti cut 6s

and most important natural resource is an
estuary with an area of 1,320 square miles
and a coastline stretching over 600 miles
between New York and Connecticut. More
than 8 million people live in the Long Island
Sound watershed, and the activities that
take place on and along the Sound i
boating, fishing, tourism, and swimming 1
contribute an estimated $5.5 billion per year
to the regional economy. The Sound also
provides feeding, breeding, and nesting
areas to more than 120 species of finfish
and countless varieties of birds and other
animals and a diversity of plant life. During
the last three decades, Connecticut has
made a significant commitment to protecting
and restoring the Sound. Millions of dollars
have been invested in communities
throughout its watershed to address
pollution concerns and protect the tidal
wetlands along the Connecticut shore.

11
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The following map shows major basin areas along Long Island Sound (LIS), surrounding towns,

and counties.
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LIS research and other activities are eligible
for CWF grants, when funds are made
available. Projects are funded through the
LIS Clean-Up Account of the CWF which
has provided state-funded grants for:

A low-cost, publicly available marine
sanitation holding tank pumpouts and
marine portable toilet dump stations
along the coast of LIS and its coastal
river tributaries

A research toward protection

A ambient monitoring of Long Island
Sound

A restoration and preservation of tidal
coves and embayments

A non-point source pollution control
projects.

Although no new research projects have
been funded through the LIS program since
1996, the DEEP is proactively continuing its
relationship with neighboring states to

collaborate on policies to continue
protecting the LIS.

Additional projects benefiting Long Island
Sound have been funded through the
federal EPA Long Island Sound Study. The
Long Island Sound system uses resources
from the National Estuary Program and the
federal Long Island Sound Restoration Act
(LISRA) to fund research, monitoring, and
restoration activities consistent with the
Comprehensive Conservation and
Management Plan developed by EPA and
the partner states of Connecticut and New
York. Through LISRA, the DEEP has
supplemented Clean Water Fund activities
that reduce nitrogen loads to the Sound.
Since 2003, these funds have been used to
promote denitrification by providing 60-65%
grants for planning and 100% grants for
planning and design studies. No new
federal funds to support planning and

12



design grants were awarded in fiscal year Phosptorus

2012. Phosphorus is a naturally occurring element

that is essential to support plant growth.

Emerging Initiatives When present in excessive amounts,

Reserve for Green Infrastructure phosphorus contributes to a process called

Projects fieutrophicationd that can |
The 2009 ARRA award included a reserve life and recreational use of Connecticutd s

for green infrastructure projects, and the water resources. The DEEPO®H:
funds were used as part of larger projects. assigns each wastewater treatment facility

The DEEPG6s reviews e ac hdischagingaosniandffresh water a

funding at each wastewater treatment phosphorus limit based on the potential for

facility discharging to inland fresh water and that discharge to contribute significantly to

incorporates eligible green projects in the eutrophication in the receiving water. In the

overall project funding package. The coming years, upon issuance of their

projects are designed to achieve the discharge permit, each facility will be

performance level assigned to that facility required to implement measures to achieve

within several years of the issuance date. the phosphorus effluent performance level

assigned to that facility within several years
of the issuance date.

Legislation was passed that allowed for
further funding of projects for phosphorus
reduction.

Salmon River Covered Bridge
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Project Financing

The CWF provides municipalities with critical financing, particularly when the DEEP has
prepared administrative orders requiring pollution abatement or remedial action. The DEEP and
municipalities may sign consent orders that set the parameters and timetables for the required
actions. The following chart shows the eligible project categories as defined by statute.

Wastewater
Treatment
Plants

Removal of
Combined
System
Overflow

Eligible projects include treatment plant upgrades, hydraulic expansions, improved
treatment levels, sludge-handling facilities, and mechanical upgrades to existing
treatment processes. Projects are in two subcategories:

AGING FACILITIES: Many of the publicly owned wastewater systems throughout
Connecticut were built before the inception of the Clean Water SRF program.
These facilities have an average life expectancy of 20 years. The State was using
a combination of grants and Clean Water SRF loans to ensure plants meet the
minimum national standard of secondary treatment.

ADVANCED WATER TREATMENT: Many municipalities (more than 30 large
treatment facilities) must meet higher advanced levels of treatment to comply with
fishable-swimmable standards in the river or water body receiving the discharge.

Eligible projects include sewer separation, off-line storage, supplemental combined
sewer overflow treatment, overflow consolidation, and improved conveyance
systems to treatment plants.

Many sewer collection systems, particularly those in Hartford, New Haven,
Bridgeport, and Norwich, have far exceeded their useful life, and the replacement
of the combined storm water and wastewater systems eliminates overflows when
treatment capacity is exceeded. Grants and Clean Water SRF loans have financed

projects throughout the State.

Small
Community
Projects

Interceptor
Sewers

Nutrient
Removal
Projects

Green
Projects

Eligible projects include new sewer systems, community treatment systems, or
decentralized wastewater management systems in small communities with less
than 5,000 people or low-density sections of larger municipalities.

Eligible projects include new interceptor sewers, which are main trunk lines, and
pump stations with pressure force mains.

Eligible projects incorporate nutrient removal as part of the overall improvement of
wastewater treatment facilities in order to meet the requirements of the General
Permit for Nitrogen Discharges, or to meet the limits in the 2011 Interim
Phosphorus Strategy.

Eligible projects incorporate digester gas utilization, heat recovery projects, and
energy and water efficiency upgrades.
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Infrastructure Needs

The combined fiscal needs (in 2012 dollars)
for all currently identified wastewater

infrastructure categories over th
years are shown in Table 1:

e next 20

Table 1: 20-Year Infrastructure Needs

(millions)

CSO Correction

Denitrification

Phosphorous Reduction
Decentralized Management ‘
Infiltration/Inflow Correction

Secondary Treatment

|

Stormwater & Nonprofit

Sewer & Rehabilitation

Sewer Extensions

$2,691
$461‘
$200
$186‘
$528

$316

$107

$546

$184

Total

The Project Priority List

$5,219

A key feature of the project financing
program is the biannual creation and use of
the Project Priority List. After the capital

budget appropriations have bee

n made by

the legislature, the list is used to allocate all
federal and state financial assistance to
high priority projects that are most

consi stent wi t

objectives.

h the

The priority ranking system determines the

funding of municipal projects un

der the

respective statutes and regulations and is

the basis for committing availab

le and

anticipated state and federal funds.

Based on the priority ranking system and
other specific management criteria, all
anticipated eligible sewerage projects, as

identified by the DEEP through the consent
order process or by request of the
municipalities, have been ranked for funding
purposes and appear on a Project Priority
List.

The Project Priority List is prepared for a
two-year period. It includes all projects
expected to receive funding in each fiscal
year.

Annual Clean Water SRF loan funding has
fluctuated from fiscal year 1990 to 2012
depending on state authorizations, project
readiness to proceed, and construction
spending schedules.

For fiscal year 2012, projects included
$45.1 million of state grants, and $145.0
million of project loans.

The fundable fiscal year 2012 Construction
Projects List, a subset of the Project Priority
List is shown in Appendix VII.

As part of the creation and review of the
fundable list, projects are evaluated to
determine which projects are ready to
proceed to construction. The workable
funding list for the coming year is currently
being evaluated.

Available Financing

The CWF grant and loan programs for
eligible project costs to municipalities are

St afdmifistereW iR hcBofdanBelnitnl 1 t Y

Connecticut General Statutes Sections 22a-
475 through 485 as described below.

Grant Program - Funded 100% by the
State

The state grants available under the Clean
Water Fund are:

15



20% of eligible design and
construction costs for general
plants

25% of eligible design and
construction costs for an initial
improvement project by
regional authorities

25% of eligible project costs for
small communities

30% of eligible nutrient project
costs related to reduction
improvements. Previously, only
nitrogen projects were eligible
for this grant. (In 2012, the
wording was amended from
Anitrtoog efnnbut r i e
to qualify phosphorus removal
projects for the 30% grant as
well.)

()
ZU)
D e
0:Z
L|J<
W o
<O

LLl
3>
<
L o
|
(@]

50% grants on eligible project
costs associated with

combined sewer overflow

work. 55% for initial combined
sewer overflow projects of
regional authorities (statutory
amendment in 2012 changed
wording from fAr

55% grant for eligible planning
projects, if funding is available

Loan Program

After application of grant funding, the
CWSREF provides loan financing as part of
the project finance agreement. There are a
limited number of loans-only projects as
well. Municipalities obtain a local funding
authorization to secure their loans.
Currently, there are three options for a
municipality to secure its loan.

Loan Security

General obligation bond pledges of its
full faith and credit for the loan

Revenue bond pledging system
revenues of municipal systems with
adequate sewer assessment
collection history

General obligation/revenue bond
pledge of both revenues from the
sewer system and t
general oblig-ati or
barreledd pledge,
condition of a borrower is weaker

than normal

LOAN SECURITY

Each borrowero6s | oan
repayment terms and conditions, covenants
for the maintenance of the project, and
compliance with CWF regulations, state
statutes, and federal acts.

Borrowers

Borrowers may include any city, town,
borough, consolidated town and city,
consolidated town and borough,
metropolitan district, water district, fire and
sewer district, sewer district, or public
authority. Each municipal organization must
have authority to levy and collect taxes or
impose charges for its authorized function
and undertake the activities authorized by
the state and federal acts.

Municipalities

There are 81 municipal treatment plant
facilities in the State. Most municipalities
have established a water pollution control
authority within the local government.
Municipalities usually obtain loans using
their general obligation pledge. Some have
revenue pledge loans that directly use fee-
based systems and reduce the debt and
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property tax burden. The nine municipalities
with revenue pledge loans or commitments
are Ansonia, Jewett City, Manchester,
Norwalk, Norwich, Stamford, South
Windsor, Windham, and Windsor Locks.

Municipal Partnerships

Since the inception of the CWF, the DEEP
has encouraged cooperation among
municipalities to meet water quality needs
with loan agreements that may be
structured to allow municipalities that pay
for services to accept a pro-rata share of the
loan repayments.

The municipal partnerships with CWF loans
include:

A Danbury, with Bethel and Ridgefield i
design and construction of a
wastewater treatment facility in
Danbury.

A Waterbury, with Cheshire, Watertown,
and Wolcott i design and construction
of a wastewater treatment facility in
Waterbury.

A Vernon with Tolland, Ellington, and
South Windsor i cooperative
agreement.

A Jewett City and surrounding towns i
cooperative agreement.

The CWF has been flexible in working with
municipalities to create solutions that
involve all parties from the beginning of the
project to the start of operation. While no
new partnerships were initiated for CWF
projects during the year, such partnerships
and regional entities are expected to be a
trend as municipalities determine the cost
and efficiency advantages of working
together.

Regional Borrowers

Any two or more municipalities may,
pursuant to the CGS 22a-500-519, by
concurrent ordinances of their legislative
bodies, create a new regional authority.
Pursuant to the statutes, the created
authority constitutes a public body and a
political subdivision of the State for the
performance of an essential public and
governmental function, like a municipality.

Currently, the CWF provides loan and grant
financing to four independent regional
authorities, as follows:

The Metropolitan District (MDC)

The MDC is a municipal corporation
chartered by the Connecticut General
Assembly in 1929 to provide safe, pure
drinking water and environmentally
responsible wastewater collection and
treatment in the Greater Hartford area. The
MDC supplies water and sewer services to
its eight member municipalities: Bloomfield,
East Hartford, Hartford, Newington, Rocky
Hill, West Hartford, Wethersfield, and
Windsor. The MDC also treats wastewater
for small areas in the towns of Portland,
Glastonbury, East Granby, South Windsor,
and Farmington.

The MDC has four water pollution control
facilities in Hartford, East Hartford, Rocky
Hill, and Windsor, which are responsible for
the processing and treatment of wastewater
from member towns. Voters may vote in the
fall of 2012 to appropriate another $800
million to implement the next phase of the
Capital Improvement Plan to mitigate CSOs
and SSOs. Potential future commitments
will be approximately $400 to $800 million.
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The Greater New Haven Water Pollution
Control Authority (GNHWPCA)

The GNHWPCA is a regional water pollution
authority created by New Haven, East
Haven, Hamden, and Woodbridge in June
of 2005. The final phase for the creation of
the GNHWPCA was completed when the
Commissioner of DEEP and the State
Treasurer approved the preliminary plan of
operation of the GNHWPCA on July 28,
2005.

The GNHWPCA was created to (a) operate
the wastewater system including the
treatment plant located at 345 East Shore
Parkway, New Haven; and (b) use, equip,
re-equip, repair, maintain, supervise,
manage, operate, and perform any act
pertinent to the collection, transportation,
treatment, and disposal of sewage with
respect to the constituent municipalities.

The GNHWPCA is expected to borrow for
new projects to improve existing facilities at
the plant and within the collection system.
The first phase of a treatment plant upgrade
which will remove nitrogen and CSOs is
scheduled to begin construction by July
2013. Potential future commitments to
remove CSOs in accordance with its
Consent Order will be approximately $500
million.

Bolton Lakes Regional Water Pollution
Control Authority (BLRWPCA)

The BLRWPCA, created by Bolton and
Vernon, is responsible for new capital
investment in a sewer system that will
primarily serve residents of the Bolton Lake
area in both towns. The authority continued
with its sewer project in fiscal year 2012.
This phased project will be funded over five
years based on the current scheduled
completion date.

The Mattabassett District

Located in the Town of Cromwell, the
MattabassettDi st ri ct 6s Water Pol |
Control Facility processes wastewater from
New Britain, Berlin, Cromwell, Middletown,
Newington, Rocky Hill, and Farmington,
discharging clean water into the nearby
Connecticut River. In operation since 1968,
the facility treats on average 22 million
gallons per day (mgd), with a peak flow in
excess of 35 mgd once the upgrade is
complete. The Mattabassett District, the fifth
largest facility in Connecticut, continues to
be one of the top ten in lowest costs per
gallon of wastewater treated.

The Mattabassett District continually
evaluates and installs the best available
leading-edge technologies, including wet-
packed tower odor scrubbing, biofiltration,
carbon absorption for incinerator mercury
emissions control, and ultra-high efficiency
filters for submicron particle removal from
incinerator emissions.

Through the years, the Mattabassett District

has implemented several innovations. In

2003, in response to Connecticutd mitrogen

removal requirements, the Mattabassett

District converted two empty aeration tanks

into nitrification/denitrification treatment

systems. This, as well as a number of

secondary treatment process changes,

resulted in successfully modifying a facility

which was not originally designed to remove

nitrogen into a facility that can remove over

50% of the nitrogen entering the facility. In

February 2007, the Mattabass
new 140-foot extension with 160 feet of 16

diffusers was located in the deeper part of

the Connecticut River and went online. The

result was that the Mattab.
treated effluent discharge is no longer

visi bl e. I n that same year,
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new 1.5 megawatt emergency generators Now that Middletown has joined New

also became operational. The Mattabassett Britain, Berlin, and Cromwell as part of the

Districtébés power gener adistrict,sa $IO@milliob denitdfication v at e d

immediately to supply its own power, and upgrade project began during fiscal year

can add an additional 1.4 megawatts to the 2012. Potential future commitments are

grid. expected to be approximately $100 to $150
million.

In June 2011, the State legislature approved
a charter revision bill for the Mattabassett
District in Cromwell that would allow
Middletown to join the regional water and
sewer treatment facilities district.

Mattabassett District - Aerial View
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Pending Projects

The table in Appendix V lists CWF
borrowers with outstanding loans or
undrawn loan commitments, and borrowers
with new loan commitments that are
expected to be executed through June 30,
2013. Many of the borrowers have multiple
projects and loans. The removal of CSOs
and nitrogen has dominated the CWF
agenda. Along with the MDC, other
municipalities like the GNHWPCA and the
City of Norwich are proceeding with
upcoming projects which involve the dual
treatment goals of CSO and nitrogen
removal.

To date, municipalities with the largest
percentage of loans and commitments such
as the MDC, Waterbury, and Stamford have
involved CSO and nitrogen removal.

While projects from the MDC in the Hartford
Area and the GNHWPCA in the New Haven
Area are discussed in the previous section
on regional borrowers, to highlight the long-
standing relationshi
Clean Water Fund and several
municipalities, the following are brief
descriptions of projects in Stamford and
Norwich.

Stamford

The Stamford Water Pollution Control
Facility (WPCF) processes wastewater from
the City of Stamford and the neighboring
Town of Darien, and discharges clean water
into the East Branch of Stamford Harbor.
There has been wastewater treatment at
this site since 1900. The first plant was built
in 1943, and an upgrade followed in 1976.
Most recently in 2006, $126 million in
funding from the CWF was applied toward
the removal of nitrogen.

PsS

The Stamford Water Pollution Control
Authority (WPCA) operates the WPCF
located at Harbor View Avenue, and
operates and maintains the wastewater
collection system which includes about 300
miles of sanitary sewer and 22 pumping
stations, as well as the dikes, levees, and
three pumping stations associated with the
Hurricane Barrier plus one additional
stormwater pumping station.

As one of the largest and most advanced
treatment facilities in Connecticut, the
Stamford Treatment Plant provides
wastewater collection and treatment to a
population of approximately 100,000 in
Stamford and approximately 12,400 in
Darien, including residential, commercial,
government, and nonprofit customers.

Norwich

Upgrades to the Norwich Wastewater
Treatment Facility Plant primarily addressed
combined sewer overflows in the City of
Norwich. In the mid-1970s there were 43
active CSOs in Norwich; as of 2012 there
&€1b ¥ehve 0Sos ferfainifd. MucHeotise
equipment and infrastructure at the plant
and the pumping stations have been in
continuous operation for over 30 years.
Despite the fact that these systems have
been regularly and responsibly maintained
throughout the years, inevitably they will
reach the end of their useful life.

Work is also necessary because the plant
does not meet the regulations enacted in
2002 that limit total nitrogen discharge from
wastewater treatment plants. Norwich is one
of the communities that does not meet the
current limits and thereforepay s f or
due to discharging nitrogen. Since the limits
will become more and more stringent each
year, the City will be required to purchase
higher numbers of credits in the future, at an
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ever-increasing cost per credit. To achieve
compliance with the total nitrogen
regulations, the existing facilities must be
modified.

The plant is managed by the Norwich Public
Utilities which provides comprehensive
water, sewer, and electric services.

The wastewater upgrade project has four
primary objectives:

Eliminate the remaining 15 combined sewer
overflows that cause the discharge of
diluted, but untreated, waste into the
Thames River basin.

Remove nitrogen from treatment plant
discharge. Nitrogen promotes algae growth
and oxygen depletion in local waterways,
which affect fish and other wildlife.

Upgrade the plant to replace an aging
infrastructure and ensure that Norwich
facilities can support projected population
and economic development growth.

Reduce -- if not eliminate -- treatment plant
odors, which affect the reviving harbor area.

The MDC, the Greater New Haven area,
Norwich, and the City of Bridgeport are

working toward the correction of their CSOs.

In late 2011, Manchester was the first
municipality to begin construction on

wastewater improvement work that will
include the removal of phosphorus.

The DEEP and the EPA successfully
negotiated phosphorus removal limits for
the state in 2012. Over the next several
years, these limits will continue to be
incorporated into the discharge permits for
treatment plants throughout Connecticut,
thereby necessitating more plant
improvement projects within the next ten
years.

Program Financing for the
Clean Water SRF

From 1987 to 1990, project loan costs were
funded directly with the federal grant and
the required state match. To provide
significant direct grants that cannot be
financed through the Clean Water SRF, the
State created a state-funded grant
component that to date has provided over
$630 million for project grants within the
CWEF. Since the initial issuance of revenue
bonds in 1991, loans to municipalities have
been funded with the proceeds of the
revenue bonds, significantly increasing the
capacity of the CWF. The fund accounts of
the Connecticut Clean Water Fund and the
uses for each are shown in the graph.

21



Water
Pollution
Control

State

Water
Pollution
Control

Revolving

Accoun

State Grants and
State Funded Direct
Loans

All State Match
Authorizations for

Long
Islanc
Sounc

Clear-Up

Drinking
Water

Revolving
Func

Loar
Accoun

Federally designated
State Revolving Fund
for Clean Water Fund
Policy Low interest
loans for wastewater
infrastructure

Accoun

State Grants for
protection of the
Loan Island Sound,
Nitrogen removal
improvement
Projects, and state

Accoun

Federally designated
state revolving fund,

the Drinking

Water Fund provides
low interest loans for
drinking water

Capitalization Grants projects
River Restoration
Account grants to
fund physical
improvement and
river restoration

Federal state
revolving fund

Loan and Assets

AARA Loan Funding
Federal LISRA

Federal Capitalization Grants

The federal wastewater capitalization grants
programs are major programs for the EPA.
Awards to Connecticut have fluctuated
since the inception of the program. Grants
ranged from $15-$25 million from 1988 to
1996, but were reduced to $7.6 million in
1997. Awards averaged approximately $16
million per year from 1998 to 2004, but were
reduced to $13.2 million in 2005 and $10.7
million in 2006. The 2007 year grant was
$12.9 million, and the 2008 and 2009 grants
were each $8.3 million. The awards for
fiscal years 2010 and 2011 of $24.9 and
$18.1 million respectively, were received by
Connecticut during fiscal year 2012.

The fiscal year 2012 capitalization grant
application was filed with EPA in August
2012, after the end of the fiscal year.

support of the projects

Nitrogen Credit

Exchange Program ARRA loan funding

Federal ARRA Stimulus funding in the
amount of $48 million was awarded to the
State through EPA in April 2009, and fully
commi tted by EPAOGS
deadline. To date all the projects have been
initiated and $44.7 million has been
expended.

For the fiscal year period 1987 to 2012, the
cumulative capitalization grant awards for
the Clean Water SRF totaled $471.7 million
and include the ARRA funding awarded in
20009.

Although initially from 1987 to 1990 the
federal capitalization grants were used to
fund project loan costs, since that time
these grants have been used to support the
revenue-bonding program of the Clean
Water SRF.

It is expected that Connecticut will continue
to experience fluctuating levels of federal
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grant awards. Annual capitalization grant
amounts are shown in Appendix IlI.

Of the total amount awarded, $442.9 million
has been drawn and used as follows:

Use of Cumulative Federal
Capitalization Grants as of June 30,

2012

Purpose

($ millions)

Drawn based on project
spending and used to
provide credit and interest
support of the revenue
bonds since 1991

$331.2

ARRA federal grant draws,
$44.7 loan, and administrative
set-aside

Draws from the
$15.3 administrative set-aside for
eligible administrative

Drawn and used for direct

$51.7
loans

$442.9 Total

The periodic cash draws by the State under
the federal payment system are based on
the costs incurred for eligible projects or
activities by either all or a specific group of
borrowers. The State has elected to base its
cash draws on the costs incurred by a
specified group of municipal projects on a
dollar-for-dollar basis.

The Required State Matching Funds

As of June 30, 2012, $100.1 million of
general obligation authorizations have been
allotted to the Clean Water Fund, in addition
to generous grant funding and
administrative support.

As a result, the State has provided sufficient
funding to meet the state match

requirements for the federal capitalization
grants.

The total $100.1 million authorized as
further detailed in Appendix I, is composed
of $19.1 million in qualified 100% state
funded projects and $81 million state
general obligation bonds placed in the
Fund.

As of June 30, 2012, $15.3 million is
available to match future capitalization
grants of over $76.5 million, as shown in
Appendix II.

Authorizations

The Connecticut Clean Water Fund
program is one of the most highly
subsidized in the country, demonstrating the
Stateds
its citizens.

As of June 30, 2012, $2.1 billion of revenue
bonds and $1.1 billion of general obligation
bonds have been authorized by the
legislature for the Clean Water and Drinking
Water SRFs.

During fiscal year 2012, Public Act 11-57,
Sections 72(a) and 73(d), effective July 1,
2012, authorized $92.6 million of general
obligation bonds and $233.4 million of
revenue bonds of which the general
obligation bonds and $180.0 million of
revenue bonds have been allocated by the
State Bond Commission to the Clean Water
Fund.

The remaining $53.4 million has been
designated for the Drinking Water SRF. Of
this amount, as of the end of the fiscal year,
$35 million has been allocated.

commi t ment to
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State General Obligation Authorizations

as of June 30, 2012

($ millions) | Purpose

Grants made from the state
account, including the Long
Island Sound and Rivers
Restoration Account, state
match, and administrative
expenses

$884.3

$93.5 Direct state-funded loans

Match for the Connecticut
CWEF federal funds, as
required in the capitalization
grant agreement, including
the $81 million drawn and
used for direct State-funded
loans

$100.1

State funded interest subsidy
support for the revenue
bonds issued for the
Connecticut CWF

$55.7

$1,133.6 Total

State Funding Approval Process

As discussed in the Project Financing
section, the DEEP develops its Project
Priority List every two years. The amount
available in any year is based on the
amount of state general obligation and
revenue bond funding authorized by the
legislature. The DEEP requests a lump sum
allocation from the State Bond Commission,
rather than submit each project once bids
have been obtained. A pool of money is
approved by the State Bond Commission for
projects included on the priority list that the
DEEP andthe St at e
determine are ready to move forward. The

current Project Priority List is shown in
Appendix VII.

In 1997, the State provided an additional
commitment to high quality drinking water
with the creation of the Drinking Water SRF
as part of the CWF due to the similarities
between the federal programs.

Authorizations for the Drinking Water and
Clean Water SRF programs are combined,
and as Drinking Water SRF projects are
approved, authorizations are allocated to
the Drinking Water SRF.

Revenue Bonding Program

The State Treasurer is responsible for
various financial components of the CWF
including certain responsibilities with
respect to the implementation and
management of the revenue-bonding
program within the overall authority for
management of the
financial administrator in the State
Treasurerd s ffic® manages and
coordinates the various financial
components of the Clean Water SRF and
the Drinking Water SRF programs and the
revenue-bonding program on a day-to-day
basis.

Prior to the initial issuance of revenue
bonds, the Clean Water SRF funded loans
to municipalities from federal capitalization
grants and the proceeds of state general
obligation bonds.

Since 1991, loans to municipalities have
been primarily funded from the proceeds of
the state revenue bonds.

Since 2001, Drinking Water Fund loans
have also been funded from the proceeds of

Treasur er 6 stat@revenueghends. Through fiscal year

2012, 17 series of revenue bonds have
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been issued providing $1.7 billion in loan
commitments.

The proceeds of these revenue bonds are
distributed to the Clean Water and Drinking
Water federal SRF accounts and disbursed
for loans made by each program on a first-
come, first-served basis to those borrowers
who have executed loan agreements and as
the borrowers incur project costs.

Since inception of the program, $555.1
million has also been issued as refunding
bonds.

The next bond issuance is planned for the
spring of 2013.

Description of the Bonds

As more fully described in Appendix IX, the
bond resolutions for the Clean Water SRF
programs govern the manner in which the
bond financing program is implemented,
managed, and administered.

The bonds are special obligations of the
State payable solely from all moneys in the
combined Clean Water SRF and Drinking

Water SRF that are legally available for debt

service payments under the resolutions.

There are several important milestones in
the development of the revenue bond
financing program.

Revenue Bonding Program Milestones

First bonds issued to provide

funds for project financing:

A Clean Water Fund issues
$100 million in Clean Water
Fund Revenue Bonds

Clean Water Fund modified to
comply with the Safe Drinking
Water Act:

A The State adds the Drinking
Water State Revolving Fund
to provide financing to water
companies

First bond issue to provide
funding of both the Clean Water
program loans and the Drinking
Water program loans

A new resolution is adopted to
expand the Clean Water Fund
program:

A Clean Water Fund issues
$125 million in State
Revolving Fund General
Revenue Bonds and partially
refunds certain prior revenue
bonds

Effect cash defeasance to pay all
remaining debt under the old
resolution by transferring all
assets to the new 2002 General
Resolution

Initiation of Clean Water Fund
that provides a combination of
grants and low-cost loans to
municipalities:
A Annual interest rate of loans
is 2%
A Borrowers have 20 years to
repay loans

Fully integrated ARRA funding
into Clean Water Fund financing
plan
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Utilized flexibility built into the
financing plan with the 2002
General Resolution.

The bonds are rated at the highest
available credit rating from three rating

Restructuring completed through agencies.

a combined transaction including Fitch Ratings AAA

bond issuance and cash

defeasance. Restructuring Standard and PRAAOTr 0s

designed to maximize the funding
capacity of the program while
lowering borrowing costs

Moody 6s ISarvices fAaar s

Each rating reflects only the views of the
respective rating agency, and an
explanation of the significance of any rating
may be obtained from the rating agency.
There is no assurance that ratings will
continue for any given period or that they
Originally, the Clean Water SRF utilized a will not be revised or withdrawn entirely by a

fitraditional 0O reserve fr‘étfh&agéﬂ&%?nltheirjddd}‘nerﬂrder to

become more efficient, the State Treasurer circumstances so warrant.
shifted the SRFs to the General Bond

Resolution in 2002. Since the bonds issued Loan Credit Quality

in 2003, all bond series have been issued

Refined cash projection
processes to more closely match
construction needs to the bond
issuance schedule

under the 2002 Resolution. Th .e. c.).v erall _,C redit quality
municipalities reflects positively on the

All bonds issued by the State have had Connecticut Clean Water Fund. The

fixed interest rates except the 2003 Series analysis and review of municipal financial

C bonds which were variable rate bonds conditions prior to awarding a project loan is

called auction rate securities. All of the 2003 part of ensuring the long-term viability of the

Series C bonds have since been refunded Connecticut Clean Water Fund. Each

with fixed rate bonds. Additional information municipality applying for financial assistance

about the bonds, and the investment of submits documentation to evidence its

bond proceeds and other funds, can be ability to repay the loan. Required

found in the enclosed financial statements, documents include financial statements,

Appendix VIl and Appendix IX. capital budgets, operating budgets,

_ economic data, and the terms of any
Ratings management contracts. The project-specific
The bonds are rated at the highest available review also has included a feasibility study
credit rating from all three rating agencies: on a project capital cost repayment analysis
AAA from Fitch Ratings and Standard & with information on any projected need for

Pooros U. S. Public Fi nigoessesirRaxesiorigesfees. an d

Aaa by Moodyods I nvest or $ySfideMidutcfean Water Fund

programdés | oan administrat,|
separate | oan servicing by
trustee bank. No defaults or late or delayed
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payments of more than 90 days have
occurred to date. There is no grace period
for late loan payments, although the
agreements allow up to 30 days to cure
other defaults. A policy is in place to
implement immediate collection procedures
in the event of a late or delayed payment.
Late payments have been for administrative
rather than financial reasons. A summary of
the standard loan agreement has been
provided in Appendix XI.

Loan Credit Quality:
Borrower Credit Ratings

Aaa 9%
A-Aa 80%
B-Baa 5%
NR 6%

The Connecticut Clean Water Fund loan
portfolio is diverse, with approximately 89%
of the loans and commitments to

municipalities rated
Moodydés I nvestors Servi

chart above and discussed in Appendix VI.

The Connecticut Clean Water Fund has
provided funding to communities where

Hartford County: Bristol, Burlington, Canton,
East Windsor, Enfield, Farmington, Glastonbury,
Harford, Manchester, Marlborough, MDC, New
Britain, Plainville, Simsbury, Southington, South
Windsor, Suffield, Windsor Locks

$624,400,034 Committed

Litchfield County: Canaan, Goshen
(Woodridge Lake), Litchfield, New Hartford, New
Milford, Norfolk, North Canaan, Plymouth,
Salisbury, Sharon, Thomaston, Torrington,
Watertown, Winchester

$35,201,917 Committed

Middlesex County: Chester, Clinton,
Cromwell, Deep River, East Haddam, East
Hampton, Essex, Mattabassett District,
Middlefield, Middletown, Old Saybrook, Portland,
Westbrook

$134,568,019 Committed

New Haven County: Ansonia, Beacon Falls,
Branford, Cheshire, Derby, East Haven,
Guilford, Hamden, Meriden, Middlebury, Milford,
Naugatuck, New Haven (GNHWPCA), North
Branford, North Haven, Orange, Oxford,
Seymour, Southbury, Wallingford, Waterbury,
West Haven, Wolcott, Woodbridge

A A8317%9 e5icninfitfed P Y
as sh

ce, own on the

New London County: East Lyme, Groton,
Jewett City, Ledyard, New London (including
Point-O 8N oods), Norwich, Sprague, Stonington,
Waterford

more than 65% ofthe St at edss ci t i z 886 805 265 Committed

reside, widely dispersed throughout the
state. By county, project funding through
June 30, 2012 is as follows:

By County

Fairfield County: Bethel, Bridgeport,
Brookfield, Danbury, Darien, Fairfield,
Greenwich, New Canaan, Newtown Norwalk,
Redding, Ridgefield, Shelton, Stamford,
Stratford, Trumbull, Westport

$282,133,591 Committed

Tolland County: Bolton Lakes WPCA,
Coventry, Hebron, Stafford, Storrs (UCONN),
Tolland, Vernon

$21,546,691 Committed
Windham County: Ashford, Brooklyn,

Killingly, Plainfield, Puthnam, Thompson,
Willimantic, Windham, Woodstock

$34,835,511 Committed
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Projected Investments Needed for
Sustainability

The volume of projects funded in each year,
as measured by CWF agreements executed
with municipalities, is a reflection of both the

Summary of Program Activities and
Initiatives

The planned program activities and
initiatives for the CWF and the Clean Water
SRF for fiscal year 2013 include:

past demands on the program and the
availability of funding through the State

Bond Commission. The average annual rate

of CWF agreements is $104.3 million.
Continued progresson t he St at ed
guality needs, including CSO and

A Provide financial and administrative

management of new applications for project
financing. The DEEP anticipates the initiation
of about 25 new Connecticut Clean Water
Fund and Drinking Water Fund projects
during the fiscal year.

denitrification projects, and maintenance of
existing infrastructure are dependent upon

Submit results of new availability study/goals
to EPA by September 2012

consistent funding for the CWF.

In addition, the DEEP andthe Tr eas ur e
Office are evaluating the program staffing

Meet the EPA negotiated fair share
minority/women-owned enterprises goal for
each project

levels to ensure that there is a sufficient
number of people to handle the projected
volume of projects.

Theanal ysis of the CWF¢

Update the capital project submission plan

for the State Bond Commission requests,

and maintain active communication with the
St ate Tr easandtbheCOifise ofOf f
Policy and Management

also includes the projected investments
needed to sustain the demands of the CWF.
These projections are impacted by the

Provide financial and administrative
management of the EPA special
appropriations grants

construction industry, which is experiencing
an annual inflation rate of approximately
5%. That rate is not expected to change

Optimize financing for Clean Water Fund
projects and prepare a capital budget
request for fiscal year 2014 and 2015.

substantially in the coming years.
Concurrently, the annual average
expenditure on projects needed to meet the
wastewater infrastructure needs as
identified in the needs projections is

In conjunction with the Department of
Administrative Services and the Office of
Policy and Management, evaluate the need
for additional staff to maintain the high
technical and fiscal standards of the program

expected to grow by at least 5% per year.

The grant percentage between 2008 and

Complete all stormwater utility pilot programs
in three municipalities

2014 is projected at 35% of all costs,
increasing to 40% between 2015 and 2028
as CSO projects become a greater

Coordinate closely with the MDC and the
Greater New Haven WPCA on their
significant clean water capital programs

percentage of all expenditures. With these
assumptions and projections, the DEEP and

Continue to explore opportunities for
reducing debt costs

the State T r e a s u r e waorlstog€ltief i c

to maintain the sustainability of the CWF.

Continue work on the implementation of the
accounting and project management system
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Long-Term Projections

As the programs of the CWF meet their
goals, the DEEP will be updating and
revising cost estimations for critical water
guality work. At present, the DEEP
estimates the overall need for water quality
improvement at $5.2 billion through 2028,
with treatment plant construction costs and
combined sewer overflow correction
program needs of over $3.0 billion.

Ongoing discussions about the following
issues will shape the program in the coming
years:

Coordination with the DEEP and
continued collaboration with the
State Tr easandaherd ¢
State agencies

Addressing areas of decentralized
system management, including

wastewater system assessments,
as part of real estate transactions

Review staffing needs to support
CWEF projects

Outreach and education efforts with
systems in support of programs
such as Nitrogen Credit Exchange
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The priority of projects

The State also will continue to develop
additional financing alternatives. Long-term

goals and objectives for the Clean Water
SRF Plan of Finance are to:

Achieve low-cost of financing

Optimize cash management
strategies

Continuously improve program
administration including items such
as electronic data submission by
applicants, streamlined review
processes, consolidating fund
management and simplifying
program grant administration
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Demonstrate present value savings
and/or actual debt service reduction
with any refunding

Condition of the Connecticut
Clean Water Fund

The listing in Appendix XII of wastewater
treatment projects funded by the
Connecticut Clean Water SRF as of

June 30, 2012, shows that the CWF has
more than $2.6 billion in completed projects
and project commitments including $695.6
million in grants for wastewater and Long
Island Sound projects.

The goal of the Connecticut Clean Water
Fund is to finance projects that will:

A Support construction upgrades or
expansion of local wastewater
treatment plants, especially to remove
nitrogen from wastewater in order to
protect the water quality of Long Island
Sound

A Remove phosphorus to meet fresh
water quality goals for nutrient
enrichment

A Rebuild wastewater pumping stations
and repair leaky sewers
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