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OPERATIONS & ADMINISTRATION SECTION 

A. INTRODUCTION 
 

This annual report is submitted to the State of Hawaii Legislature pursuant to Section 340E-33 of the 
Hawaii Revised Statutes.  It covers the reporting period State Fiscal Year (SFY) July 1, 2015 to 
June 30, 2016 and describes how the Hawaii Drinking Water Treatment Revolving Loan Fund 
(DWTRLF) met its goals and objectives as identified in the Intended Use Plan (IUP) and 
Capitalization Grant Application.  This report also discusses the sources and uses of the funds during 
SFY 2016. 

B. PROGRAM SUMMARY 
 

Nationally, the Drinking Water State Revolving Fund (DWSRF) program was established under the 
Safe Drinking Water Act (SDWA) Amendments of 1996, signed by President Clinton on 
August 6, 1996.  This authorized the EPA to award capitalization grants to states. 
 
The State of Hawaii, Drinking Water Treatment Revolving Loan Fund (DWTRLF) program was 
established by the 1997 State Legislature as the result of the 1996 Federal amendments to the Safe 
Drinking Water Act.  This allowed the state to accept the capitalization grants from the EPA. 
 
Hawaii’s program is managed by the Department of Health (DOH), Safe Drinking Water Branch 
(SDWB) and Environmental Resources Office-Water Revolving Fund Staff (ERO-WRFS).  It 
provides low-interest loans to its four County water departments for the construction of drinking 
water infrastructure projects.  These projects help to achieve or maintain compliance with drinking 
water standards, improve and expand their drinking water infrastructure, and help protect the public’s 
health and the environment of Hawaii. 
 
During SFY 2016, Hawaii received a federal capitalization grant of $8,787,000 and state matching 
funds of $1,769,000 for a total of $10,556,000. Total funds committed during this period totaled 
$55,591,357.45. 

C. MAJOR INITIATIVES 
 

From SFY 1997 through SFY 2016 the DWSRF has issued $262,436,146.381 of final loans to the 
state’s four county water departments.  The table below lists the cumulative loan amounts issued to 
each county. 
 

County Cumulative Final Loan Amount ($) 

Kauai 40,511,143.18 

Honolulu 109,759,399.12 

Maui 58,887,764.16 

Hawaii 53,277,839.92 

Total 262,436,146.381 

                                                      
1 Total does not include $19,500,000.00 in ARRA funds in SFY 2010 
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The chart below illustrates the share of loans issued to each county since the program’s inception. 
 

 
 
Final Loan Agreements executed in SFY 2016: 
 

Borrower Project Name 
Project 

Location 
Loan Amount 

($) 
County of Maui, 
Department of Water 
Supply 

Source Generator 
Installation – 4 Sites 

Maui, HI 1,200,000.00 

County of Maui, 
Department of Water 
Supply 

Omaopio 2.1 MG Tank 
Replacement 

Lower Kula, HI 4,138,000.00 

County of Maui, 
Department of Water 
Supply 

Kualapuu MCC Upgrades Ualapue, HI 500,000.00 

County of Maui, 
Department of Water 
Supply 

Phase 6 Booster Pump 
Upgrades 

Upper Kula, HI 4,000,000.00 

County of Maui, 
Department of Water 
Supply 

Wailuku Heights Tank 30 
Booster Replacement 

Wailuku, HI 1,804,849.00 

City and County of 
Honolulu, Board of 
Water Supply 

Honolulu BWS Water 
System Improvements 2 

Honolulu, HI 11,652,948.03 

County of Hawaii, 
Department of Water 
Supply 

Ahualoa-Honokaa 
Transmission Waterline 

Ahualoa, HI 3,200,000.00 

Hawaii
20%

Maui
23%

Honolulu
42%

Kauai
15%
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Borrower Project Name 
Project 

Location 
Loan Amount 

($) 
County of Hawaii, 
Department of Water 
Supply 

Halaula Well Development 
Phase 1 

Halaula, HI 823,420.00 

County of Hawaii, 
Department of Water 
Supply 

Waimea Water Treatment 
Plant Microfiltration – Phase 
IV 

Waimea, HI 12,896,000.00 

County of Hawaii, 
Department of Water 
Supply 

Laupahoehoe 0.5 MG 
Reservoir 

Laupahoehoe, HI 4,158,170.00 

County of Hawaii, 
Department of Water 
Supply 

Olaa #6 Production Well and 
1.0 MG Reservoir 

Olaa, HI 6,829,188.42 

County of Hawaii, 
Department of Water 
Supply 

Kapulena Well Development 
Phase 2 (Production Well 
and 0.3 MG Reservoir) 

Kapulena, HI 4,388,782.00 

Total Final Loan Agreements 55,591,357.45 

 

Meeting Funding Requirements 

1. State Matching Funds 
 

Required state matching funds equal to 20 percent of the total capitalization grant were provided 
by the Hawaii State Legislature. 
 
Federal regulations, 40 CFR §35.3550(g) requires that the State must agree to deposit into its 
SRF an amount equaling to at least 20 percent of the amount of each grant payment.  The State 
must also identify the source of the matching amount in the capitalization grant application and 
must establish to EPA’s Regional Administrator satisfaction that the source is not Federal money. 
 
Since 1998, the Hawaii DWSRF program has disbursed $222.8 million2 in cumulative project 
assistance, and has received cumulative state match contributions of $33.2 million.  This is a 
671% return on investment for the state of Hawaii in terms of translating state match dollars into 
safe drinking water infrastructure. 
 
In addition, a recent county construction bond issue for over $100 million (in 2014) could have 
saved over $30,000,000 for rate payers and tax payers over the life of loan repayment if it had 
been financed through the DWSRF. 
 
The $481.5 million3 in cumulative total outlays made by the Hawaii CWSRF and DWSRF 
programs during the life of the two programs for the construction of water and sewer systems and 

                                                      
2 Disbursement based on 2016 National Information Management System (NIMS) data through 6/30/2016 - 
https://www.epa.gov/sites/production/files/2016-03/documents/hawaiidwsrf15.pdf on page 22 Line 276 - 
Cumulative Assistance Disbursed. 
3 Cumulative total outlay amount for CWSRF are based on CWSRF NIMS data through 6/30/2016 - page 4 Line 69 
- Cumulative Outlays of $301,556,184 and DWSRF are based on DWSRF NIMS data through 6/30/2016 – page 4 
Line 28 – Cumulative Outlays of $179,934,637. 
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the subsequent output produced by those systems is estimated to have generated $555.5 million in 
household earnings for all industries in the state; 11,265 jobs; $1.0 billion in value added 
economic impact; and $1.7 billion in household earnings produced as a result of earnings of those 
workers employed directly by the construction, water and sewer industries. 

2. Commitment of Funds 
 

In SFY 2016, there were two (2) requirements to commit funds: 
1) an amount equal to the amount of each capitalization grant payment (capitalization grant 

less set-aside and in-kind services amounts) of $8,201,000.00 and the accompanying state 
match that is deposited into the loan fund and 

2) to execute loans in the amount of the Corrective Action Plan (CAP) Item #15 
commitment target of $51.8 million by June 30, 2016. 

Both of these requirements were met with the execution of $55,591,357.45 in final loan 
agreements. 
 
Final Loan Agreements for all projects identified in Table 5 - Fundable List of the SFY 2016 
Intended Use Plan have been executed except for the Iao Surface Water Treatment Plants 
Upgrades project.  The borrower encountered delays in contract execution due to a bid protest.  
This project has been placed on the SFY 2017 Fundable List.  The Halaula Well Development 
Phase 1 and Olaa #6 Production Well and 1.0 MG Reservoir projects were executed in place of 
the Iao Surface Water Treatment Plants Upgrades loan. 

3. Federal Funding Accountability and Transparency Act (FFATA) 
 

The FFATA requires that the DWSRF program report to the EPA that at least the amount of the 
capitalization grant was executed through a funded project.  This requirement was met with the 
project listed in the table below: 

 

FFATA Project Name FFATA Amount ($) 

Waimea Water Treatment Plant Microfiltration Phase IV  8,201,000.00 

Total  8,201,000.00 

4. Additional Subsidy 
 

In SFY 2016 the DWSRF program was required to provide loan recipients between 
$1,640,200.00 and $2,460,300.00 in additional subsidy.  Additional subsidy is required to be 
committed in final loan agreements within one year of the award of the capitalization grant and is 
in the form of principal forgiveness. 
 
$45,000.00 of additional subsidy is expected to be provided to the Omaopio 2.1 MG Tank 
Replacement project via Contract Modification Form in February 2017. 
 
For SFY 2017, $1,757,400.00 of additional subsidy is committed to the Piihonua-Kukuau 
Reservoir and Transmission Improvements project and the final loan agreement is expected to be 
executed in January 2017. 
 
In SFY 2016, Paia-Kuau Waterline Replacement was completed and the final payment request 
was processed.  This project was assigned $700,000.00 in additional subsidy from the FFY 2010 
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Capitalization Grant.  However, the project came up under budget and $6,529.97 of additional 
subsidy, roughly 0.05% of the total 30% requirement, was undisbursed. 
 
There was also a shortage to the DWSRF FFY 2011 Capitalization Grant in the amount of 
$30,400.00, which is 0.33% of the overall 30% requirement. This was due to a rounding error in 
the calculation of the 30% additional subsidy amount. 
 
There are no active projects from the State Fiscal Year (SFY) 2011 Priority List which are 
eligible to receive the remaining additional subsidy for the FFY 2010 or FFY 2011 grant and 
therefore, the funds will not be reassigned. To do so would expend much more time and effort 
than reasonable for the small amount that remains. For example, the Contract Modification Form 
is required to be submitted at least three (3) months before the effective date of the modification 
and funding adjustments would also be requested (through the same office). These documents are 
generated/handled by more than five (5) people of various salary levels and may take more than 
three (3) months to complete. 
 
The DWSRF Program has over-committed the amount of additional subsidy for the FFY 2014 
and 2015 Capitalization Grants to ensure that the minimum of 20% is awarded.  As stated in the 
SFY 2017 IUP Amendment 1, page 6, for FFY 2016, “[t]wenty (20) percent of the funds made 
available under this title to each State for DWSRF capitalization grants shall be used by the State 
to provide additional subsidy to eligible recipients in the form of principal forgiveness, negative 
interest loans, or grants (or any combination of these). 
 
“Funds in accordance with this Act have been earmarked for additional subsidization in the form 
of zero percent interest loans with principal forgiveness. The Hawaii DWSRF program will assess 
disbursement activity in SFY 2016 to determine which borrower most closely submitted regular 
monthly payment requests. The [$1,599,400.00 (20% of the grant less in-kind expenses)] of 
additional subsidy for SFY 2017 will be awarded to that borrower’s next executed loan. This 
incentivizes the borrowers to ensure the timely disbursement of their loan funds.” 
 
In addition, the priority for additional subsidies shall be given to communities that could not 
otherwise afford such projects or that are defined by the State as disadvantaged. To further ensure 
sustainability of eligible projects receiving additional subsidies, these subsidies shall be directed 
to: 1) repair, replacement, and upgrade of infrastructure in existing communities; 
2) investigations, studies, or plans that improve the technical, financial and managerial capacity 
of the assistance recipient to operate, maintain, and replace financed infrastructure; and/or 
3) preliminary planning, alternatives assessment and eligible capital projects that reflect the full 
life cycle costs of infrastructure assets, conservation of natural resources, and alternative 
approaches to integrate natural or “green” systems into the built environment. 
 
The Hawaii Loans and Grants Tracking System (LGTS) is able to provide an up-to-date status of 
the minimum additional subsidization amount distributed for each capitalization grant.  This will 
assist in preventing a recurrence of a shortage situation in the future. 

5. Reporting Requirements 
 

Project information for projects with executed final loan agreements are reported in the EPA’s 
DWSRF Project Benefits Reporting (PBR) system at https://owsrf.epa.gov/UserLogin/login.aspx. 
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6. Minority Business Enterprises (MBE) / Woman Business Enterprises (WBE) 
 
As part of the program’s compliance with the federal SRF requirements, form 5700-52A 
(U.S. Environmental Protection Agency MBE/WBE Utilization under Federal Grants, 
Cooperative Agreements, and Interagency Agreements) is now submitted directly to EPA on a 
semi-annual basis. 
 
All forms are signed by the program’s authorized representative and are on file with EPA. 

7. Signage Requirements 
 

The DWSRF program must comply with the SRF Signage Guidelines in order to enhance public 
awareness of EPA assistance agreements nationwide.  Compliance with this requirement may be 
achieved by posting a sign for a project at least to the amount of the capitalization grant.  The 
requirement was met with the project listed in the table below: 
 

Project Name Amount ($) 

Honolulu BWS Water System Improvements 2  8,201,000.00 

Total  8,201,000.00 

 

8. Other Federal Requirements 
 

The program continues compliance with other requirements to: 
 
a. Ensure borrowers comply with Davis-Bacon requirements. 
b. Ensure borrowers comply with American Iron and Steel (AIS) provisions. 
c. Continue the use of Generally Accepted Government Accounting Standards in accounting, 

audit, and fiscal procedures. 

D. PROGRAM AND SET-ASIDE ACTIVITIES 
 

Sections 1452(g)(2) and 1452(k) of the Safe Drinking Water Act allows each state to set-aside up to 
31 percent of its federal capitalization grant to support various drinking water program activities 
including administration, State program management, technical assistance and other special activities.  
The following activities were conducted in SFY 2016 under these set-asides: 

1. Administrative Loan Fees and Administrative Cost (4%) 
 

The state does not contribute any money toward administering the DWTRLF Program and its 
drinking water-related programs.  Furthermore, federal law requires that the DWTRLF program 
be operated in perpetuity.  Thus, to pay for employee salaries and benefits and to comply with the 
federal law, the DOH implemented a loan fee program on May 17, 2000. 

 
For SFY 2016, the DWTRLF program collected $645,730.51 in administration loan fee - program 
income and $1,771,958.48 in administration loan fee - non-program income.  In addition, the 
program can use up to four percent (4%) of each year’s federal capitalization grant to pay for 
administrative costs. 
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The DWSRF program used $805,921.83 in loan fee program and non-program income to pay for 
employee salaries, benefits and other related SDWB operating expenses. 
 

2. Small Systems Technical Assistance (2%) 
 

The SDWB used $21,353.00 to provide free registration for 54 small water system staff to the 
2016 Pacific Water Conference which is the joint conference between the American Water Works 
Association-Hawaii Section and the Hawaii Water Environment Association (water and 
wastewater).  The conference was a two (2) day event in February with manufacturers’ exhibits, 
technical presentations, and networking opportunities for water system staff. 

3. State Program Management (10%) 
 

The Safe Drinking Water Act Amendments of 1996 provided that up to 10 percent of the DWSRF 
Capitalization Grant could be used for State Program Management.  These funds were generally 
delegated to support four major activities. 

a. Public Water System Supervision Program 
 

The SDWB continues to successfully implement the terms of the many drinking water rules 
for which it either has primary enforcement authority (primacy) or intends to apply for 
primacy.  These include: the Total Coliform Rule, Revised Total Coliform Rule (which 
superseded the Total Coliform Rule as of 4/1/2016), the Ground Water Rule, the Surface 
Water Treatment Rule, the LT1 and LT2 Enhanced Surface Water Treatment Rules, the 
Phase 1 Volatile Organic Chemical Rule, Phase II SOC/IOC Rule, the Phase V SOC/IOC 
Rule, Lead and Copper Rule, including Minor and Short-Term Revisions, Revised Public 
Notification Rule, Revised Radionuclides Rule, Consumer Confidence Rule, Filter Backwash 
Recycling Rule, Stage 1 and Stage 2 Disinfectant/Disinfection By-Products Rules, and 
Arsenic Rule, and more. 

 
The Hawaii Public Water System Supervision Program continues to make substantial 
progress in improving our sanitary survey compliance.  The SDWB completed 19 sanitary 
surveys of public water systems throughout the state during SFY 2016.  These surveys 
contribute significantly to strengthening the protection of drinking water quality.  The SDWB 
Engineering section is expected to be fully staffed by the Fall of 2016.  Compliance has been 
fully staffed since June 2014.  Both sections will likely be doing all surveys in-house in 
SFY 2017. 

 
The program continued to compile laboratory certification information regarding laboratories 
performing safe drinking water analyses.  This information is made available to the water 
purveyors and the public.  Approximately nine (9) microbiological laboratories and 35 
chemistry laboratories hold certifications for one (1) or more drinking water contaminants. 

b. Capacity Development Program 
 

The program’s capacity development program efforts for SFY 2016 were concentrated in the 
Technical Assistance Contract described in the Local Assistance and Other State Programs 
(15%) discussion of this report. 
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c. Operator Certification Program 
 

The SDWB continues to administer an operator certification program for water treatment 
plant operators and distribution system operators. 
 
For the period July 1, 2015 to June 30, 2016, Board of Certification of Public Water System 
Operators met four times.  During this period: 
 
 84 Applications were received for certification review. 
 4 Reciprocal certifications were issued. 
 34 Persons were tested for the WTPO certification.  (Examinations administered on 

July 28, 2015 & January 26, 2016.) 
 16 Persons passed the WTPO certification examination. 
 129 Persons were tested for the DSO certification.  (Examinations administered on 

October 27, 2015 and April 26, 2016.) 
 57 Persons passed the DSO certification examination. 
 219 WTPO certifications were active as of June 30, 2016. 
 509 DSO certifications were active as of June 30, 2016. 
 20 Public water systems required to have level 1 certified water treatment plant 

operators by the level of the plant. 
 10 Public water systems required to have level 2 certified water treatment plant 

operators by the level of the plant. 
 5 Public water systems required to have level 4 certified water treatment plant 

operators by the level of the plant. 
 132 Public water systems with at least one distribution system operator certified at the 

level of the distribution system of the water system. 

4. Local Assistance and Other State Programs (15%) 

a. Source Water Protection Program 
 
Source water protection, efforts have been focused on educating water systems, the public, 
and other applicable organizations on development and implementation of protection 
strategies and plans.  This year, the SDWB continued to meet with water systems and 
government agencies on the result of the assessments and plans for source water 
protection.  Source water assessments are also being conducted on new drinking water 
sources as they proceed through the new source approval and engineering report process. 

b. Wellhead Protection Program 
 

Hawaii’s Wellhead Protection Program (WHP) Plan included a Financial Assistance Program 
(FAP) that allowed the SDWB to provide funding/grants to public water systems for water 
protection planning and implementation protection projects and activities. This past year, 
work on grants were completed and contracts were closed (support amount and closed by 
date): 
 
i. Kauai Department of Water (KDOW) to develop a statewide Project WET (Water 

Education for Teachers) program for source water protection ($230,000.00 by 2/4/2016) 
ii. Hawaii Department of Water Supply (HDWS) to prepare protection plans and implement 

protection activities ($200,000.00 by 2/3/2016) 
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iii. Maui Department of Water Supply (MDWS) to implement protection plans and activities 
for the islands of Maui, Molokai, and Lanai, as well as fund watershed protection 
activities on Maui ($1,494,959.22 by 4/11/2016) 

iv. Kawela Plantation to develop and implement source water/wellhead protection activities 
at the Kawela Plantation (PWS248) Water System ($82,497.77 by 3/1/2016) 

v. West Maui Land Company (WMLC) to prepare protection plans and implement 
protection activities for the Olowalu and Mahanalui Nui water systems ($174,298.77 by 
3/16/2015) 

vi. County of Hawaii – Finance to assist with funding for on-site disposal system (OSDS) 
connection within the HDWS Haina Water System’s Source Water Protection (SWP) 
Area to the Honokaa Sewer Project ($250,000.00 by 1/6/2014) 

vii. Hawaiian Beaches Water Company (HBWC) to prepare protection plans and implement 
protection activities ($48,705.45 by 12/29/2015) 

viii. Hawaiian Shores Community Association (HSCA) to prepare protection plans and 
implement protection activities ($17,676.42 by 3/18/2015) 

ix. Comprehensive Leaching Risk Assessment System (CLERS) Model to assist in 
determining the potential leaching risk of contaminants to groundwater ($34,931.00 by 
9/30/2012; $42,019.98 by 12/10/2014; and $60,000.00 by 3/31/2015). 

x. Education activities on water quantity and quality/protection issues for the general public, 
public water systems, water industry professionals, and stakeholders. 
(1) To conduct the 3rd Annual One-Day Joint Government Water Conferences in Lihue, 

Honolulu, Hilo, Kona, and Kahului in August 2015 ($50,000.00 budgeted for 8/4, 6, 
11, 13, 18/2015). 

(2) To support the Hawaii Water Works Association Annual Conference which included 
Water Agency Response Network (WARN) and DWSRF presentations ($20,000.00 
by 11/25/2015). 

(3) To send the Honolulu Theatre for Youth production “H2O:  The Story of Water and 
Hawaii” to the neighbor islands in Fall 2016 ($14,500.00 by 6/15/2016). 

 
In the future, the WHP-FAP application will be revised and distributed to the public water 
systems for future protection projects which may include: 
 Fund public water systems groundwater protection planning and implementation 

activities. 
 Fund the evaluation of the impact of reused/recycled wastewater on water resources. 
 Fund cesspool replacement projects in areas that impact drinking water sources. 
 Identify abandoned wells within SWP Areas and fund the sealing and closure of these 

wells. 
 Fund watershed protection projects that impact drinking water sources. 

c. Technical Assistance Programs for Water System Operators 

i. Circuit Rider Program 
 

The SDWB issued consecutive contracts to provide training to small water systems 
starting in October 2009 and continuing through September 2017.  These contracts are 
more commonly known as the “Circuit Rider Program.”  Under the terms of this contract, 
the contractor (Rural Community Assistance Corporation) has been meeting with the 
staff of small, publicly- and privately-owned public water systems and providing hands-
on training in technical, financial, and managerial areas. 
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This program has focused on raising the technical abilities of water system operators, 
provided managerial training to board members, and has assisted water system managers 
in understanding the financial capacity arena.  The Circuit Riders are also utilizing 
different outreach formats, like peer group sessions to discuss topics common to several 
water systems which also allow the water systems the opportunity to network.  The 
circuit riders made visits to 17 different small public water systems in SFY 2016.  In 
addition, the peer group sessions worked with an additional four (4) different public 
water systems.  Overall, the circuit rider program has made a significant contribution to 
improving the technical, managerial and financial capacity of existing water systems. 
 
The 2014-2017 Circuit Rider contract is effective October 1, 2014 through 
September 30, 2017 and utilized 15% SRF set-aside funds through the end of 
SFY 2016.  The remaining contract period will utilize Non-Program Fees. 

ii. Continuing Education Training Program for Water System Operators 
 

The SDWB issued a contract to establish a self-sustaining continuing education training 
program for public water system operators starting in August 2012 and continuing 
through February 2016.  This “CEU Training Program” required the contractor (Hawaii 
Rural Water Association) to provide a minimum of 300 hours of classroom and on-site 
training per year to certified operators and other public water system personnel during the 
contract duration.  The CEU Training Program also required the contractor to develop 
and implement a comprehensive plan to ensure the training continues beyond the 3-year 
contract duration.  HRWA has independently branched out into providing online courses 
and also a joint conference and exposition.  The Hawaii Operator Certification Program 
still supports those efforts to aid in certification renewal. 

iii. Water Loss Audit Training and Technical Assistance Program for Water Systems 
 
For SFY2017 -SFY2019, the SDWB is collaborating with the Department of Land and 
Natural Resources – Commission on Water Resource Management to provide a water 
loss control audit training and technical assistance program to county and large capacity 
water systems, as defined in Act 169, 06/30/2016, (Gov. Msg. No. 1271) - 
http://www.capitol.hawaii.gov/session2016/bills/GM1271_.pdf ($200,000.00 by 
6/30/2017; $250,000.00 by 6/30/2018; and $150,000.00 by 6/30/2019). 

iv. Technical Assistance Needs of Water Systems 
 

For SFY2018, the SDWB is working to: 
 
(1) Identify technical assistance needs of water systems (e.g., operation and maintenance 

manuals, asset management, valve exercise program, water meter evaluation, identify 
valve replacement, engineering services evaluation, address and solve deficiency, 
emergency response plan, meter replacement program, etc.). 

 
(2) Develop an engineering services contract to conduct a preliminary water system asset 

management plan and to identify those immediate infrastructure needs which may be 
DWSRF funded. 

 
(3) Develop an additional engineering services contract to conduct water storage tank 

structural inspections and/or valve exercise programs for small water systems. 
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E. GOALS AND ACCOMPLISHMENTS 
 

Section 1452(b) of the Safe Drinking Water Act requires the State to prepare an Intended Use Plan 
(IUP), identifying the uses of funds in the DWSRF and describing how those uses support the goals 
of the DWSRF program.  The IUP is a requirement in the State’s SRF Capitalization Grant 
Application process to EPA.  It is prepared annually and made available for public comment and 
review.  The program finalized its IUP for SFY 2016 in April 2015 with its final revision done on 
January 2016.  A copy of the latest version (version 3) is available at 
http://health.hawaii.gov/sdwb/files/2016/03/SFY2016-IUP-Amend3RevTable1-4-AppC.pdf. 

 
The following is a summary of the goals and accomplishments for SFY 2016 and a summary of the 
program achievements throughout the year. 

 
 In SFY 2016, 12 final loan agreements totaling $55,594,357.45 were executed.  This is a 

19 percent increase in the dollar amount loaned as compared to SFY 2015. 
 

 The DOH met the CAP Item #16 disbursement target of $30 million by June 30, 2016, by 
disbursing $32,700,897.95 for loans and set-aside activities. 

 
 The first objective of the April 14, 2014 EPA DWSRF Unliquidated Obligations (ULO) 

Reduction Strategy required the DWSRF to liquidate the FFY 2013 and prior capitalization grants 
by September 30, 2016.  The second objective of the DWSRF ULO Reduction Strategy is to have 
only two (2) disbursing capitalization grants. 
 
As of July 1, 2016, the DOH had only $10,491,563 of Federal ULO (5.7% of $184,409,058).  See 
the graph below to see the great strides made by the DWSRF program. 

 

 

1. Long Term Goals 
 

a. To assist as many water purveyors as possible to attain compliance with State and Federal 
Drinking Water Regulations through the low interest loan program. 
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The DWSRF program continues to work with all four counties in Hawaii to provide SRF loan 
funds.  The four counties own and manage a majority of the public water systems statewide 
with small, medium, and large sized systems and the low interest loan funds provide an 
affordable means of financing numerous projects in different systems.  The various projects 
in the different systems are thus able to provide assistance to many people throughout the 
State of Hawaii. 

 
b. To maintain the DWSRF Program in perpetuity. 

 
The DWSRF program continues a conservative approach to expenditures in SFY 2016 
ensuring the perpetuity of the program.  To supplement the four percent set-aside and 
administrative demands, the program assesses fees to each loan to ensure that the 
administrative needs are financed in perpetuity. 
 
The program continues to offer a tiered loan rate structure, as shown in the table below, in 
SFY 2016 to offer competitive rates to our borrowers and to encourage larger loans.  These 
rates are in place until June 30, 2017 and may be adjusted depending on the ability of the 
fund to remain in perpetuity. 

 

Total Loan Rate (%) Interest Rate (%) Loan Fee (%) Project Loan Amount ($) 

1.00 0.00 1.00 Over 8 million 

1.50 0.50 1.00 4 million to 8 million 

2.00 1.00 1.00 Less than 4 million 

 
c. To research options of providing funds to assist in financing improvements to privately-

owned public water systems. 
 

The DWSRF program continues to research the option to loan funds to public water systems 
owned by the State of Hawaii, such as the Department of Transportation and the Department 
of Hawaiian Homelands.  In addition, the program is also considering extending financing to 
qualified privately-owned water systems. 
 
In the next 1‐3 years, the DWSRF Program will be communicating with other public water 
systems to educate them on the DWSRF process and requirements.  A workshop in May 2017 
will be opened to all public water systems interested in learning about the process and 
requirements. The public water systems may then begin preparations for when the loans may 
be provided to them (estimated 3‐5 years from now). 

 
The in-kind expenses for the Drinking Water Infrastructure Needs Survey and Assessment for 
SFY 2016 is $6,000.00. 

 
d. To promote sustainable infrastructure and energy efficiency through the use of the DWSRF’s 

Green Project Reserve (GPR). 
 

Funds made available from the FFY 2015 capitalization grant may, at the discretion of the 
State, be used for projects to address green infrastructure, water or energy efficiency 
improvements, or other environmentally innovative activities.  Examples of such projects are 
replacement or rehabilitation of water distribution lines and energy efficient retrofits and 
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upgrades to pumps and treatment processes.  Projects are evaluated for their contribution to 
improving water and energy efficiency, the reduction of greenhouse gasses, and sustainability 
during the proposed projects application review period. 

 
The Hawaii DWSRF program elected to continue providing funds for the GPR in SFY 2016.  
A total of $23,035,948.03, or 262 percent of the FFY 2015 capitalization grant, was allocated 
to GPR projects in their executed loan agreements. 

2. Short Term Goals 
 

a. Fully transition engineering and fiscal operations to the Loan and Grants Tracking System 
(LGTS). 
 
LGTS went into live production in October 2015.  Vital engineering and basic fiscal 
components of the system were in operation at that time.  LGTS will continue to be tested 
and more functions will be fully integrated by mid-2017. 
 
The in-kind expenses for LGTS for SFY 2016 is $350,000.00. 
 

b. Continue implementation of some of the recommendations from the Northbridge 
Environmental Management Consultants’ October 22, 2014 Hawaii SRF Management Study 
for the CWSRF and DWSRF Programs to streamline the Hawaii DWSRF program and 
increase the program’s pace. 
 
The DOH continued implementing some of the recommendations from the Management 
Study in SFY 2016. 

 
 The new Priority Scoring Model was implemented. 
 The simplified amortization schedule has been implemented. 
 The new Model Loan Agreement and Programmatic Financing (ProFi) Agreement have 

been implemented. 
 The Financial Operations and Cash Flow Utilization in the SRF (FOCUS) financial 

planning model has been incorporated into the planning process. 
 The Contract Modification Form has replaced the Supplemental Loan Agreements for 

those loans which have minor changes. 
 

Other recommendations such as a possible reorganization, promoting a ProFi loan approach 
to the DWSRF customers and accepting digital signatures for loan agreements are at various 
stages of implementation. 
 
The in-kind expenses for FOCUS Cash Flow and Management Study for SFY 2016 is 
$230,000.00. 

 
c. Comply with the January 30, 2015 CAP, approved by EPA Region 9 on March 17, 2015.  

The DWSRF continues to work towards completing the items in the CAP. 
 
In SFY 2016, the DWSRF met the targets below and/or submitted the required deliverables: 

CAP 
Item # 

Deliverable and/or Target 
Final Date 
Delivered 

5 Amortization Process finalized; Master Loan Agreement and 
ProFi Agreements implemented 

9/16/2015 
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CAP 
Item # 

Deliverable and/or Target 
Final Date 
Delivered 

10 LGTS Implementation Plan 10/29/2015 

13 Three (3) 15% Set-Aside Positions advertised and filled 11/25/2015 

15 SFY 2016 Commitment Target of $51.8M identified 9/10/2015r 

16 SFY 2016 & SFY 2017 Disbursement Plan submitted (SFY 
2016 amended to $30M) 

3/11/2016r 

18 SFY 2016 Final IUP submitted 9/8/2015r 

19 SFY 2015 List of Executed Final Loan Agreements per CAP 
Item #7 (DWSRF executed $48,638,387.31; short by 
$28,283,883.00; interim target met on 1/4/2016 with 
$32,730,538.03 committed) 

7/31/2015 

20 SFY 2015 Disbursement Evidence per CAP Item #8 (DWSRF 
disbursed $52,487,894.68; short by $7,674,832.29; interim 
target met on 1/4/2016 with $10,361,990.11 disbursed) 

7/31/2015 

21 75% Spending Rate in 15% Set-Aside (76%) 7/31/2015 

22 SFY 2017 Commitment Target of $38.8M (calculated using the 
FOCUS model) 

3/31/2016 

23 SFY 2017 Final IUP submitted (Amendment 1 at 
http://health.hawaii.gov/sdwb/files/2016/07/SFY2017IUPAmen
d1.pdf). 

7/18/2016r 

24 SFY 2016 Commitment Target of $51.8M (DWSRF executed 
$55,591,357.45) 

6/19/2016 

25 SFY 2016 Disbursement Target of $30M (DWSRF disbursed 
$32,700,897.95); SFY 2017 Disbursement Target of 
$44,347,640.65 

7/20/2016 

26 80% Spending Rate in 15% Set-Aside (at 88%) 5/12/2016 

Note: r = revised submittal delivery date 
 

d. Continue modification of the Functional Procedures and the Operating Agreement to reflect 
and meet the DWSRF requirements and needs. 

 
Most of the Functional Procedures have been updated, however, there are some procedures, 
such as the State Environmental Review Process, that are awaiting EPA approval of, and 
other procedures resulting from the Northbridge Management Study that are in the process of 
being developed.  The Operating Agreement will be updated following the completion of the 
Functional Procedures updates. 

 
e. Continue to follow the implementation of the Capacity Evaluation program and adjust the 

implementation to meet with the DWSRF loan program needs. 

The DWSRF program continues to monitor, discuss and review the technical, managerial and 
financial status and condition of the four Hawaii Counties, which is the current customer 
base.  Additionally, the Safe Drinking Water Branch (SDWB), through the Capacity 
Evaluation program, continues to work with various private and small water systems to 
evaluate their technical, managerial and financial status and condition. 
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F. COMPLIANCE ISSUES 
 

The Hawaii DWSRF program has complied with the applicable requirements outlined in the 
Operating Agreement, Chapter II, Implementation, Section D, State Assurances for the DWSRF 
Program, and Section E, State Requirements for the Capitalization Grant Agreement.  The 
requirements included the following: 

 
1. Environmental Review - Each DWSRF project has undergone an environmental assessment and 

review.  Environmental assessment documents were prepared by the County Water Departments 
in accordance with HRS Chapter 343 (Environmental Impact Statements) and Hawaii 
Administrative Rules, Chapter 11-200, and were submitted to the Office of Environmental 
Quality Control (OEQC) of the State of Hawaii for review and publication.  For exempt projects, 
DWSRF Exempt Project Certification forms were submitted to the DWSRF program with the 
qualifying exemption identified. 

 
2. Intended Use Plan - The DWSRF IUP for the State of Hawaii SFY 2016 / FFY 2015 

Appropriation was finalized in September 2015.  A notice for public participation and input was 
published on August 17, 2015 with an open comment period until September 15, 2015.  No 
public comments were received within the open comment period. 

 
3. Other Federal Requirements - The County Water Departments certify for each of their DWSRF 

projects that they are in compliance with American Iron and Steel (AIS), Davis-Bacon, and all the 
federal cross-cutter rules and regulations.  Each project must include the Federal Boiler Plates in 
the project specifications used for bidding. 

G. DWSRF NATIONAL STRATEGIC PLAN, LOAN RECIPIENT, PROJECTS & TYPES OF 
ASSISTANCE 

 
U.S. Environmental Protection Agency, Drinking Water State Revolving Fund (DWSRF) Strategic 
Plan Goals and Objectives4. 
 

Strategic Plan Goal 2: Protecting America’s Waters - Protect and restore waters to ensure that 
drinking water is safe and sustainably managed, and that aquatic ecosystems sustain fish, plants, 
wildlife, and other biota, as well as economic, recreational, and subsistence activities. 
 
Strategic Plan Objective 2.1: Protect Human Health – Achieve and maintain standards and 
guidelines protective of human health in drinking water supplies, fish, shellfish, and recreational 
waters, and protect and sustainably manage drinking water resources. 

 
Strategic Measure: Water Safe to Drink – By 2018, 92 percent of community water systems will 
provide drinking water that meets all applicable health-based drinking water standards through 
approaches including effective treatment and source water protection. (2005 baseline: 89 percent. 
FY 2013 universe: 51,535 community water systems. Status as of FY 2013: 91.4 percent.) 

 

                                                      
4 FY 2014-2018 EPA Strategic Plan, dated April 10, 2014; page 63; https://www.epa.gov/planandbudget/strategicplan. 
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Hawaii’s Contribution and Support of the National EPA DWSRF Strategic Plan: 
 

The Hawaii DWSRF program supports the above mentioned National USEPA DWSRF Strategic 
Plan Goal 2 (Protecting America’s Waters), Objective 2.1 (Protect Human Health), and Strategic 
Measure (Water Safe to Drink).  Specifically, Hawaii has established and is managing the 
revolving loan fund to make low-cost loans to water systems to finance the cost of infrastructure 
projects to achieve or maintain compliance with Safe Drinking Water Act requirements.  Hawaii 
DWSRF activities support USEPA Program Reporting Code (PRC) 201B81E. 

 
Every summer, Hawaii and USEPA negotiate Hawaii’s Strategic Plan commitments for the SFY 
starting July 1st.  Hawaii submitted its Strategic Plan commitments for the Federal Fiscal Year 
starting on October 1st. 
 
All DWSRF loans have assisted public water systems to meet the federal and state drinking water 
compliance requirements.  Details of Hawaii’s DWSRF activities supporting the National USEPA 
Strategic Plan will be submitted to EPA as part of the DWNIMS data collection effort.  Last year’s 
plan is available at: http://water.epa.gov/resource_performance/planning/. 
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FINANCIAL SECTION 
 
The following is a summary of the financial activities of the program for the state fiscal year ended 
June 30, 2016.  The DOH considers the DWTRLF to be a special revolving fund.  The fund was 
established in order to receive proceeds from specific revenue sources such as Federal Capitalization 
Grants, State Capital Improvement Project (CIP) Appropriations for State Match, loan repayments, and 
interest earnings from investments and fees. 

 INTERNAL CONTROLS 
 

The DWTRLF program is responsible for establishing and maintaining a system of internal 
accounting controls to ensure compliance with applicable laws and regulations related to federal and 
state financial assistance programs.  The objective of an internal control system is to provide the 
program with reasonable, but not absolute, assurances that assets are safeguarded against loss from 
unauthorized use or disposition.  It also ensures that transactions are executed and recorded with 
proper authorization to permit preparation of financial statements in accordance with generally 
accepted accounting principles. 

 
Based on annual Performance Evaluation Reviews by EPA and annual financial audits by 
independent auditors, we believe that the DWTRLF program’s internal controls adequately safeguard 
assets and provide reasonable assurances of proper recording of financial transactions. 

 ACCOMPLISHMENTS OF THE PROGRAM 

1. Sources of Funds 
 

Since the program’s inception, the DOH has received a total of $184,409,058.005 in federal 
capitalization grants.  Of this amount, $24,955,892.42 was set aside to support other drinking 
water program initiatives and administration of the loan program with the remaining 
$159,453,165.58 earmarked for DWSRF loan funds. 

 
The Graph below illustrates the percentage breakdown of sources of cash for the SRF program by 
category received for the SFY 2016. 
 

                                                      
5  Includes $19.5 million from ARRA and does not include withholdings by EPA of $1,137,500.00 of in-kind expenses in 2000, 

2001, 2005, 2014, 2015, and 2016 for the Management Study, LGTS Development, FOCUS Cash Flow, LGTS Work Assignment, and 
Drinking Water Infrastructure Needs Survey and Assessment.  The total listed matches the amount listed in Table 1 of the SFY2015 
IUP at http://health.hawaii.gov/sdwb/files/2015/09/SFY2016IUPAmend3.pdf.  The total including ARRA and the amounts 
withheld by EPA is $185,546,558.00. 



DRINKING WATER TREATMENT REVOLVING LOAN FUND (DWTRLF) 
ANNUAL REPORT 
 

Page 21 of 51 

 

2. State Match 
 

Pursuant to Act 119/SLH15, the Hawaii State Legislature appropriated monies from general 
obligation bond funds for the required 20% state match for the FFY 2015 EPA SRF 
Capitalization Grant.  The state match was transferred into the DWTRLF account in April 2016. 
 
Hawaii State law prohibits the program from using State CIP funds (match funds) for 
administrative purposes.  In order to comply with EPA’s disbursement requirement, the program 
obligates all of its state match funds to loan projects.   

3. Executed Loan Agreements 
 

As of June 30, 2016, the total amount of 79 executed loans since inception was $282,058,389.22, 
which includes ARRA.  

4. Automated Standard Application for Payments (ASAP) 
 

The program drew $25,262,864.96 of its capitalization grant funds from the ASAP system during 
SFY 2016.  Of this amount, $23,382,538.42 was used for DWSRF loans and $1,880,326.54 for 
DWSRF set-aside operations. 

5. Loan Repayments and Investment Interest 
 
 Under the DWSRF, the program established several accounts or activity codes to track the 

program’s revenue sources.  These funds are legally restricted for use to fund expenditures for 
drinking water infrastructure projects, eligible costs for program set-aside activities under the 
Safe Drinking Water Act, and administrative costs relating to the operation and maintenance of 
the DWSRF Program. 
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Activity Code Revenue Source SFY 2016 Amount Received ($) 

422 Principal from repayments 8,251,498.86 

423 Interest from repayments 385,829.04 

424 Investment interest 289,072.84 

 PROGRAM AND SET-ASIDE ACTIVITIES 
 

Highlights of the program’s activities are as follows: 
 

To administer the DWSRF program and its related drinking water programs, the program spent 
$32,981,267.25.  This consisted of the following program expenses: 
 

 
The Graph below shows the significance of loan proceeds in relation to all costs associated with the 
DWTRLF’s operations. 

 

Activity Code Program 
SFY 2016 

Amount Expended ($) 

420, 421, 422 Loan Disbursements 30,460,916.88 

425, 426, 430 Administrative Costs 980,522.54 

427 State Program Management (10%) 677,508.50 

428 Small Systems Technical Assistance (2%) 21,353.00 

435 Operator Certification (10%) 9,533.11 

436 Wellhead Protection Program (15%) 735,951.47 

437 Technical or Financial Assistance to PWSs (15%) 95,481.75 

Total Program Expenditures 32,981,267.25 
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 CREDIT RISKS OF THE DWTRLF LOANS 
 

The SRF program requires that every applicant pledge a dedicated source of revenue to repay the 
loan.  Dedicated sources of revenue include a pledge of the county’s full faith credit and/or a pledge 
of general obligation bonds or a dedicated revenue source. 

 
The following table contains specific information regarding the credit worthiness of our four 
DWTRLF loan recipients.  The table displays the credit rating categories for these recipients.  The 
General Obligation (G.O.) Bond credit agencies, Moody’s Investors Service and Fitch Ratings, gave 
every Hawaii Board of Water Supply or Water Board a High Quality rating. 
 
In summary, the DOH feels that the DWTRLF loan portfolio carries a high degree of solvency. 
 

Recipients 
Committed 
Amount ($) 

Moody’s/Fitch 
Bond Rating 

Percentage 
of DWSRF 

Loan 
Portfolio 

City and County of Honolulu, Board of 
Water Supply 

147,745,221.92 Aa1/AA+ 45% 

County of Hawaii, Water Board 62,796,092.96 Aa2/AA- 19% 

County of Kauai, Board of Water Supply 40,511,143.18 Aa2/AA- 12% 

County of Maui, Board of Water Supply 80,387,764.16 Aa1/AA+ 24% 

Totals 331,440,222.22  100% 

 OTHER INFORMATION 
 

This report was prepared in accordance with the Generally Accepted Accounting Principles (GAAP) 
and Reporting Requirements requested by EPA. 
 
Independent Audit: The accounting firm of N&K CPAs, Inc. was selected by the DOH to perform a 
financial audit of the DWSRF Program’s activities for SFY 2016.  The audit is in progress. 
 
The auditor’s report for the SFY 2015 DWSRF financial statements was published on 
December 16, 2015.  The audit report reads, “In our opinion, the financial statements present fairly, in 
all material respects, the financial position of the Fund as of June 30, 2015, and the changes in its 
financial position and its cash flows for the fiscal year then ended in accordance with accounting 
principles generally accepted in the United States of America.” 
 
The SFY 2016 auditor’s report should be completed and published sometime in December 2016. 
 

Program information:  For further information regarding this report, please contact SDWB at: 
(808) 586-4258 or Environmental Resources Office – Water Revolving Fund Staff at: (808) 586-4575. 
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LIST OF ATTACHMENTS 
 

ATTACHMENT 1: SUMMARY OF THE DRINKING WATER TREATMENT REVOLVING 
LOAN FUND 

ATTACHMENT 2: STATEMENT OF NET POSITION 
ATTACHMENT 3: STATEMENT OF REVENUES, EXPENSES & CHANGES IN NET POSITION 
ATTACHMENT 4: STATEMENT OF CASH FLOWS 
ATTACHMENT 5: NOTES TO FINANCIAL STATEMENT 
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ATTACHMENT 1: SUMMARY OF THE DRINKING WATER TREATMENT REVOLVING LOAN FUND 
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ATTACHMENT 2: STATEMENT OF NET POSITION 
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ATTACHMENT 3: STATEMENT OF REVENUES, EXPENSES & CHANGES IN NET 
POSITION 
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ATTACHMENT 4: STATEMENT OF CASH FLOWS 
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ATTACHMENT 5: NOTES TO FINANCIAL STATEMENTS 
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