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I. INTRODUCTION 
 

The State of Maine herewith submits its Annual Report for the State Fiscal Year ended 
6/30/14.  This report describes how the State of Maine has met the goals and objectives 
of its Clean Water State Revolving Loan Fund (CWSRF) for the previous year as 
identified in the FFY13 Intended Use Plan (See Exhibit I); it identifies the actual use of 
program funds; and it provides detail of the financial position of the CWSRF. 

 
 
II. EXECUTIVE SUMMARY 
 

Maine was awarded federal Title VI funds of $10,335,000 on September 9, 2013.  State 
matching funds equal to $2,114,903.16 obtained from general obligation bonds of the 
state, were received on August 20, 2013.  See Exhibit II for a detailed history of state 
match deposits by federal fiscal quarter. 
 
Other funding sources received in SFY14 include principal repayments (not including 
principal repayments for bonded loans paid to bond holders) of $22,002,323, interest 
repayments (not including interest repayments for bonded loans paid to bond holders) of 
$2,650,621, and investment earnings of $247,002.  (See Exhibit III for detail of all 
principal repayments received by the program by federal fiscal quarter.)  The total of all 
funds deposited into the CWSRF during the fiscal year was $35,101,612. 
 
This annual report differs from the FFY2013 Intended Use Plan in the timing of binding 
commitments and disbursements, as well as in the projects that actually entered into 
binding commitments.  The actual commitments are shown in detail in Exhibits IV & V. 
Eleven new binding loan commitments were entered into during the state fiscal year 
ended June 30, 2014.  A total of 11 municipal entities entered into loan agreements for 
construction projects.  Maine’s CWSRF program also committed $3,504,682 of federal 
repayment funds during the year to the Linked Deposit Loan Program operated in 
conjunction with the Maine Forest Service for loans for the purchase of “green” forestry 
equipment.  The program also committed $38,464 of state repayment funds during the 
year to the Maine State Housing Authority for loans through its septic repair and 
replacement program. The total of all binding commitments made during the year was 
$24,653,145. 

 
Ten of the loan commitments entered into during the year were to provide financial 
assistance for the construction of wastewater treatment facilities (section 212 projects).  
The remaining commitment (City of Presque Isle) funded the refinance of a landfill 
closure (section 319 project).  Two loan modifications equal to ($825,000) were also 
made during the year for conversion of interim loans to long-term borrowings.  In 
addition, within SFY2014, the Maine Municipal Bond Bank, the Maine Department of 
Environmental Protection (DEP), and the Maine State Housing Authority (MSHA) 
continued providing financial assistance for the septic repair and replacement of existing 
systems utilizing CWSRF non-point source funding.  The Maine Bond Bank, the Maine 
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DEP, the Maine Department of Agriculture, and the Finance Authority of Maine also 
continued a non-point source program to fund agricultural best management practices. 
Finally, the Maine Bond Bank and the Maine DEP continued to work with the Maine 
Forest Service and several local banks to fund the purchase of “green” forestry 
equipment.  These direct-link or pass through programs provide financial assistance for 
non-point source projects (section 319). 

 
 
III. ACCOMPLISHMENTS AND GOALS 
 
A. SHORT TERM ACCOMPLISHMENTS 
 

Maine's revolving loan fund was established to improve water quality by maintaining and 
improving the State's inventory of municipal sewage facilities in perpetuity and by 
reducing non-point source pollution.  

 
The following projects received funding during the State Fiscal Year 2014: 
 
Calais-2014FS-CW C230253-09 $305,000.00 Sewer Separation - CSO 
Dixfield-2014FS C230146-05 $110,000.00 Sewer Replacement 
Eagle Lake Water & Sewer Dist-
2014FS 

C230225-06 $232,000.00 Pump Station Equipment & 
Vacuum-Truck 

Eastport-2013SR C230183-04 $534,000.00 Treatment Plant & Pumping 
Stations Upgrades 

   
Houlton Water Co-2013SR C230070-04 $641,000.00 Wastewater Treatment Facility 

Upgrades 
Houlton Water Co-2014FS C230070-05 $187,000.00 Wastewater Treatment Facility 

Upgrades 
Maine Forest Service-2007FR MFS1R-14 $3,504,681.50 Equipment for Silviculture 

BMPs 
Maine State Housing Authority-
1995SR 

MSHAN1-14 $38,463.50 Decentralized Septic System 
Repair/Replacement 

Presque Isle Sewer Dist-2013SR C230140-11 $100,000.00 Sludge Truck 
Presque Isle-2013FR C230320-01 $6,225,000.00 Refinance of Landfill Closure 
Sanford Sewerage Dist-
2013FSSR 

C230132-06 $456,000.00 Pump Station Upgrade 

Skowhegan-2013FR C230065-05 $11,880,000.00 Pump Station Upgrades & 
Sewer Separation - CSO 

Southwest Harbor-2013FS C230106-02 $440,000.00 Force Main & Sewer 
Replacement 

 
 

  



 
 3 

B. SHORT TERM GOALS 
 

A total of $86,699,392.68 of funding was available in SFY2014 to fund projects listed in 
the FY2013 IUP for renovations and improvements to publicly owned treatment works 
and appurtenant facilities. The available funds were comprised of $9,921,600 FY2013 
Capitalization Grant Project Funds (net of the 4% administrative money), $4,193,150.22 
of state matching proceeds received during the year, $24,652,944 of principal and interest 
repayments received during the year, $247,002 of investment earnings received during 
the year, and $47,684,696.46 of carry forward monies that were still available in the fund 
as of 6/30/2013. The projects funded will maintain or restore compliance in many 
facilities and improve water quality conditions in the receiving waters for others. The 
projects are listed on the Multi-Year CWSRF Project List. 
 
At the close of SFY2014, Maine’s CWSRF program still had $54,965,976.16 of 
uncommitted program funds available, consisting of $19,870,877.88 of capitalization 
grant funds, $4,127,218.96 of state matching funds, and $30,967,879.32 of repayment 
monies and interest earnings on the Fund.   

 
 
C. LONG TERM ACCOMPLISHMENTS 
 

During the state fiscal year, projects were completed within Maine’s CWSRF program by 
the City of Bath, City of Calais, City of Ellsworth, Town of Houlton, Town of Pittsfield, 
Presque Isle Sewer District, and the Town of St. Agatha.  In addition, projects were 
completed in the Maine Forest Service Linked Deposti Loan Program and the Maine 
State Housing Authority Pass Through Loan Program. 

 
 
D. LONG TERM GOALS 
 

The Water Quality Act of 1987 created an authority that allows EPA to make grants, 
which capitalize State Water Pollution Control Revolving Funds (CWSRF's).  Maine 
made the decision to take advantage of the federal dollars being offered and established a 
CWSRF. The Maine Municipal Bond Bank is the lending institution.  The primary 
purpose of the fund is to, "acquire, design, plan, construct, enlarge, repair or improve a 
publicly owned sewage system, sewage treatment plant or to implement a related 
management program". The long-term goal of the CWSRF is to maintain and improve 
Maine's inventory of municipal sewage facilities in perpetuity.  This will insure 
preservation of the water quality gains that were realized by initial construction of them. 
 
The Maine CWSRF program has expanded the eligible use of the funds to include septic 
repair or replacement loans funded through the MSHA, loans to fund non-point source 
abatement projects administered by the Department of Agriculture, Conservation and 
Forestry and the Finance Authority of Maine, loans to fund the purchase of “green” 
forestry equipment administered by the Maine Forest Service, and loans to fund the 
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construction of salt and sand sheds in some communities where non-point source 
pollution has been identified.  The Maine CWSRF has a long-term goal of meeting the 
funding needs of these expanded uses of the Fund, while maintaining the ongoing capital 
needs of section 212 projects within the state. 
 
It is the goal of the Maine CWSRF program to preserve the principal amounts of 
capitalization grant dollars in perpetuity, while fulfilling its lending obligations to 
treatment facilities within Maine in the easiest and most cost-effective manner possible.  
Maine continues to strive for funding mechanisms that will expedite loan repayments of 
current capitalization grant dollars to increase turnaround and create more funding for 
future loans in years following the award of all capitalization grants.   

 
 
IV. DETAILS OF ACCOMPLISHMENTS 
 
A. FUND FINANCIAL STATUS 
 

1. Non-Point Source Projects 
 
Maine's CWSRF has provided loans primarily to Section 212 publicly-owned treatment 
works since it was established, with the exception of the following.   
 

Section 319 – Nonpoint Source Loans 
SFY2007 City of Saco ($3,700,000) Landfill Closure 
SFY2010 City of Bangor ($1,960,000) ARRA Birch Stream Storm Water 

Management 
 City of Bangor ($1,040,000) ARRA Penjajawoc Stream Storm Water 

Management 
 Town of Hartland ($192,031.95) Refinance of Landfill Closure 
SFY2011 City of Brewer ($203,752) Street Sweeper 
SFY2013 Capitol Island Village Corporation 

($950,000, reduced to $925,000) 
New WW Collection System and 
Connection to Boothbay Harbor 

 Town of Greenville ($500,000) Landfill Closure 
 Tri-Community Sanitary Landfill 

($3,938,122) 
Refinance of Landfill Closure 

SFY2014 Town of Presque Isle ($6,225,000) Refinance of Landfill Closure 
   

Section 320 – National Estuaries Loans 
SFY2009 Long Creek Watershed Management 

Dist. In SFY2009 ($2,095,000) ARRA 
Long Creek NPS 

 
 
In addition to the loans detailed above, beginning in 2004 the DEP expanded the eligible 
use of funds for municipalities to design and construct sand/salt sheds in areas that the 
DEP has determined that ground water or surface water has been contaminated by 
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sand/salt piles.  The total of all salt/sand shed loans issued from the program was 
$1,230,000 as of 6/30/2014. 
 
Maine’s CWSRF has also provided funding over the years to other state agencies to assist 
in the making of loans for other non-point source issues not typically eligible for funding 
under the CWSRF program.  Since 1995, a total of $3,183,228 has been committed to the 
Maine State Housing Authority for Section 319 non-point source funding of eligible 
septic system repairs.  After making loan commitments equal to $38,464 during the year, 
a total of $592,812.95 remained available in this program at 6/30/14.    
 
Within State fiscal year 2000, $6,000,000 was committed to the Finance Authority of 
Maine to make loans for the construction and repair of manure storage facilities.  In 
SFY04, $4,000,000 of that amount was decommitted and returned back to the Fund 
because it was deemed to not be immediately necessary for the program.  In SFY 2012, 
the Maine DEP and the Maine Department of Agriculture worked with EPA Region 1 to 
expand the eligible uses of program funds and an additional $2,334,260 was committed 
to the program for those additional uses.  There were no loans issued from the program in 
SFY2014.  At 6/30/2014, a total of $3,000,000 was still available for use from the 
program. 
 
Beginning in SFY2007, Maine’s CWSRF program began using repayment funds in the 
program to fund a linked deposit loan program for silviculture activities with the Maine 
Forest Service.  During the reporting period a total of $1,405,485.94 was committed to 
the program from new funds and from funds that have been returned on linked deposit 
loans that were previously issued.  A total of $22,014,968.49 has been committed to this 
program since its inception.  Eleven loans totaling $3,504,682 were made from the 
program during the reporting period, bringing the total of all loans issued from the 
program to 80 loans equal to $18,806,997.18 as of 6/30/2014. 

 
2. Equivalency Projects 

 
Equivalency requirements are not applicable to loans made after 10/1/94.  All loans made 
prior to that date were made to fund projects that met the applicable equivalency 
requirements, with the exception of the following:  
 
Non-equivalent commitments made prior to 10/1/94: 

Blue Hill (C230097-02) $300,000.00 
LAWPCA (C230078-03) $227,903.75 
Town of Baileyville (C23006902-01) $1,600,000.00 
City of Bangor (C230071-03) $1,558,368.00 
Town of Baileyville (C23006902-02) $600,000.00 
Portland Water District (C230184-04) $700,000.00 
Total Non-Equivalent Commitments prior to 10/1/94 $4,986,271.75 

 
3. Disbursements and Guarantees 
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During the state fiscal year, $4,274,927.76 of FFY11 funds, $364,663.90 of FFY12 funds 
and $76,113.62 of FFY 2013 funds were disbursed as financial assistance and to pay 
administrative costs.  Funds used to pay administrative costs included state monies.   In 
addition, $195,582.18 of state matching funds and $25,742,048.55 of repayment funds 
were disbursed as financial aid to recipients.  A total of $30,653,336 was disbursed from 
the Fund during the reporting period.  Exhibit VI details all administrative disbursements 
by the federal grant from which they were taken by the Maine DEP.  The MMBB did not 
take any disbursements from the 4% administrative set aside funds during the fiscal year. 

 
4. Findings of the SFY 2013 Audit 

 
The SFY2014 Audit conducted by Baker Newman & Noyes Limited Liability Company 
found that the CWSRF program reporting procedures were in compliance with Generally 
Accepted Accounting Principles.  The audit supports the findings of the SFY2014 Annual 
Report.  The audited financials of the Maine Municipal Bond Bank are being sent to EPA 
along with this annual report.  The annual report may differ from the SFY2014 audit as 
the annual report is presented on cash basis versus an accrual basis of accounting. 
 
The SFY14 Single Audit is not yet available.  A copy of the audit will be sent to EPA as 
soon as it is complete. 

 
 
B. FINANCIAL ASSISTANCE ACTIVITY 
 

1. Additional Subsidization 
 
 Exhibit IV shows a breakdown of the source of funding for all binding commitments 

entered into during the fiscal year.  Exhibit VII-1 provides detail of all loans that received 
additional subsidization from the program during the report year.  Additional loan 
subsidies were provided to borrowers determined to be hardship communities by the 
program and to provide incentives for green projects and for systems to follow asset 
management requirements established by the program and to complete energy audits.  In 
all cases the additional subsidies were provided in the form of loan forgiveness.  The total 
forgiveness provided to systems receiving loan commitments during the year was 
$795,114. 

 
 The total of loan subsidies provided during the year for projects on the FY2012 project 

list was $490,114, for the City of Eastport.  An additional $127,831 was provided to 
borrowers on the FY2012 project list in the prior fiscal year, bringing the total subsidy for 
all FY2012 projects to $617,945 or 5.6% of that year’s grant.  The forgiveness provided 
during these two years exceeds the minimum forgiveness level required for this grant of 
$608,006.  See Exhibit VII-2 for additional detail of the FFY2012 projects that received 
loan forgiveness. 
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 The total of loan subsidies provided to projects on the FY2013 project list was $305,000.  
This subsidy was provided to the City of Calais during the current reporting year.  This is 
less than the minimum amount of $486,823 required for the FFY2013 grant.  The state 
will met this minimum requirement by entering into binding commitments with the 
remaining borrowers on the FY2013 project list that are slated to receive additional 
subsidies.  See Exhibit VII-2 for additional detail of the FFY2013 projects that received 
loan forgiveness. 
 
The Annual Appropriations Act requires the State to demonstrate that the minimum 
additional subsidy for each capitalization grant has been disbursed.  Exhibit VII-2 lists 
the projects by capitalization grant that have entered into binding commitments to receive 
additional subsidy.  Since the State provides additional subsidy in the form of loan 
forgiveness, the loan disbursements do not contain a subsidy amount, rather the subsidy 
is shown in the loan agreement as forgiveness.  To demonstrate that the minimum 
subsidy requirements have been met and the subsidy disbursed, the State has prepared 
Exhibit VII-3, Maine – Additional Subsidies, showing projects for which the full loan 
amount has been disbursed, the amount of the additional subsidy, and the minimum 
additional subsidy amount by capitalization grant. 
 
Exhibit VII-3 shows the minimum FY2010 additional subsidy requirement of $2,362,295 
and $2,287,218 in fully disbursed subsidies on nine loans.  Exhibit VII-3 also shows the 
minimum FY2011 subsidy is $1,059,264 and $1,232,200 in subsidies has been disbursed 
on four loans; that the minimum FY2012 subsidy is $608,006 and $127,831 in subsidies 
has been disbursed on two loans.  No loans for the minimum FY2013 subsidy of 
$486,823 have been fully disbursed.  The State intends to meet the remaining FY2010, 
FY2012 and FY2013 minimum additional subsidy requirement by fully disbursing the 
remaining subsidies in accordance with the projects listed in Exhibit VII-2. 
 

2. Green Project Reserve   
 

The Green Project Reserve requirement for Maine’s FFY2013 capitalization grant was 
met without the need for special solicitation by assigning additional priority points to 
project funding requests that included green components.  In development of the state’s 
priority list, applicants received up to a maximum of 20% increase in base points for the 
portion of the project involving green infrastructure.  In addition, additional subsidies 
were provided to systems that agreed to perform energy audits.  Systems completing the 
audits received a $20,000 forgiveness component in their loan for this purpose.  
 

 
During the reporting period, no loans with green project assistance were provided to 
municipal treatment systems.  However, during the reporting period, $3,504,682 in loans 
with green project assistance was made through the Linked Deposit Loan Program with 
the Maine Forest Service.  For additional detail see Exhibit VIII-1. 
 
The state continues to provide assistance to meet the Green Project Reserve requirement 
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by funding its Linked Deposit Loan Program with the Maine Forest Service.  This 
program provides loans for the purchase of green forestry equipment that support 
silviculture best management practices.  Starting in SFY2014 the state revised its 
procedures for reporting green project reserve assistance for projects funded by the Maine 
Forest Service.  Previously the state had been reporting the linked deposit loan 
repayments committed to the program.  At the request of EPA, the state is now only 
reporting binding commitments for this program.  Under both the previous and the 
revised procedures the state has met all prior fiscal year Green Project Reserve 
commitments.  The state met its green requirement for the FFY2013 project list by 
continuing to fund its Linked Deposit Loan Program with the Maine Forest Service.  In 
SFY2013 binding commitments for the linked deposit program totaled$440,182.An 
additional $1,000,000 in assistance was committed from the SFY2014 binding 
commitments, making the total FFY2013 green project reserve assistance to be 
$1,440,182  That funding amounts to 13.9% of the FFY2013 grant, which is in excess of 
the 10% required for that capitalization grant.  See Exhibit VIII-2 for additional detail.  

 
3. Proportionality 
 

Historically, Maine has met proportionality requirements by allocating federal and state 
dollars at a ratio of approximately 80%/20% on a project by project basis and then 
drawing down all of the state funds allocated per project first.  This is also in accordance 
with the FFY 2012 Programmatic Grant Condition #11 which states, “The Recipient must 
liquidate its State Match at a rate equivalent to or greater than 20% of the rate at which 
the Federal ASAP is liquidated.”  However, revised interpretations of the proportionality 
requirements state that each draw must be made on a proportionate basis, unless the state 
can draw all of its state matching funds for a particular cap grant year down first.  
Maine’s CWSRF program determines which funds will be committed to a loan up front, 
before the project is complete.  Therefore, we are not able to employ the method of fully 
drawing down all of the state funds first.  As a result, the program intends to follow the 
per draw method of meeting proportionality.  Beginning with loan commitments made 
from its FY2012 federal capitalization grant, the state will allocate funds to loans based 
on the ratio of federal funds to state funds.  Once that ratio has been determined, all 
draws made for project costs will be disbursed based on that same ratio.  The state 
intends to apply the ratio on a cap grant by cap grant basis, rather than on the rolling 
average method as is allowable under the program. 
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C. LEVERAGING 
 

In an attempt to meet the long term needs of treatment facilities and water quality 
projects in Maine the MMBB, in addition to lending federal capitalization grant and state 
matching dollars, can lend additional bond dollars for every federal and state dollar 
available.  This is accomplished by making parallel loans of capitalization grant at 0% 
and bond loan dollars at market rates.  This maximizes the total loan amount available 
and allows the overall loan interest rate to remain below market rate.  The ratio of 
additional bond dollars added to the funds available varies depending on the market rate; 
however for estimating purposes it is roughly 1:1.  The borrowers involved with the Bond 
Bank’s CWSRF bond program receive an overall rating on the issue as opposed to an 
individual rating by community.  The program is currently rated pure “Aaa” from 
Moody’s and “AAA” by Standard & Poor’s.  The benefit of these ratings is reflected in 
the interest rates for all of the program borrowers. 

 
Total bonds outstanding under the program were $21,145,000 at 6/30/14.  In SFY14 the 
state opted not to leverage the Fund with bond proceeds because the demand for 
construction funds was adequately met by the existing federal, state and repayment 
money in the program.  

 
 
D. PROVISIONS OF THE OPERATING AGREEMENT/CONDITIONS OF THE GRANT 
 

To the best of our ability and knowledge, it is the opinion of both the Maine Municipal 
Bond Bank and the Department of Environmental Protection that the State of Maine 
CWSRF program has been in compliance with the provisions of the Operating 
Agreement/Conditions of the Grant.  Pursuant to 40 § CFR 35.3165(b), the Maine 
Municipal Bond Bank and the State of Maine Department of Environmental Protection 
assure compliance with the following: 

 
(1) The State has reviewed all CWSRF funded section 212 projects in accordance with 
the approved environmental review procedures. 

 
(2) The State has deposited its match on or before the date on which each quarterly grant 
payment was made. 
 
(3) The State has assured compliance with the requirements of 40 CFR § 35.3135(f). 

 
(4) The State made binding commitments to provide assistance equal to 120 percent of 
the amount of each grant payment within one year after receiving the grant payment 
pursuant to 40 CFR § 35.3135(c). 

 
(5) The State expended all funds in an expeditious and timely manner pursuant to 
40 CFR § 35.3135(d). 
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(6) The State first used all funds as a result of capitalization grants to assure maintenance 
of progress toward compliance with the enforceable requirements of the Act pursuant to 
40 CFR § 35.3135(e). 

 
(7) The State has complied with P.L.111-88 and applied the requirements of section 513 
of the Act (Davis-Bacon) to all loans for the construction of treatment works carried out 
in whole or in part with assistance from the Fund. 

 
(8) The State has complied with P.L. 113-76, Consolidated Appropriations Act, 2014 and 
applied the requirements of section 436, “American Iron and Steel” (AIS), in accordance 
with the Act. 

 No projects funded in the report year received an AIS individual project waiver. 
 The following projects funded in the report year were exempt from the AIS 

requirements: 
o Refinances with construction completed prior to January 17, 2014: 

 Presque Isle-2013FR, C230320-01 
o Assistance agreements signed before January 17, 2014: 

 Calais-2014FS-CW, C230253-09 
 Eastport-2013SR, C230183-04 
 Houlton Water Co-2013SR, C230070-04 
 Presque Isle Sewer Dist-2013SR, C230140-11 
 Sanford Sewerage Dist-2013FSSR, C230132-06 
 Skowhegan-2013FR, C230065-05 
 Southwest Harbor-2013FS, C230106-02 

o Assistance agreements signed after January 17, 2014 for additional 
funding of construction partially funded by an original assistance 
agreement signed prior to January 17, 2014: 
 Houlton Water Co-2014FS, C230070-05 

o Assistance agreements for nonpoint source projects, i.e. non-treatment 
works projects: 
 Maine Forest Service-2007FR, MF1R-14 
 Maine State Housing Authority-1995SR, MSHN1-14 

 
(9) The State continues to comply with the Federal Funding Accountability and 
Transparency Act (FFATA), P.L. 109-282, as amended.  Through the FFATA Subaward 
Reporting System (FSRS), the State complied with the FFY2011 and FFY2012 
capitalization grant agreements by reporting subawards equaling $11,431,000 and 
$10,940,000, respectively.  No subawards have been reported for the FFY2013 
capitalization grant.  The State intends to comply with the FFATA requirements for 
FFY2013 by reporting subawards equaling the FFY2013 capitalization grant amount of 
$10,853,000. 
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E. SUSTAINABILITY 
 
The State has complied with EPA’s Clean Water and Drinking Water Infrastructure 
Sustainability Policy by continuing to offer additional subsidies to communities to 
promote sustainability in three distinct areas.  In SFY2014, the State CWSRF provided 
$795,114 in additional subsidies to communities to promote sustainability.  The 
additional subsidies were committed to communities in the form of loan principal 
forgiveness. 
 
Additional subsides totaling $795,114were committed to 2 communities (Calais and 
Eastport) that could not otherwise have afforded their project.  In keeping with the 
primary goal of the SRF, the State ranked all of the projects submitted for funding using a 
system to protect public health and water quality.  The top 50% of the projects listed in 
the 2012 and 2013 IUPs and those projects that were considered to be at least a High 
Facility Need, a Medium Water Quality Concern, or a Low Shellfishery Protection 
project were eligible for possible additional subsides and further ranked on their ability to 
afford the projects on their own.  Those communities that could least afford to complete 
their project without additional subsides were considered for hardship loan forgiveness 
and ranked accordingly.  Hardship/Affordability loan forgiveness was awarded to these 
communities, starting with the least able to afford, until the available funds were 
committed. These funds were used for repair, replacement, and upgrade of infrastructure 
in existing communities.  Communities that accepted hardship loan forgiveness were 
required to develop an asset management plan and establish an equipment repair and 
replacement reserve account equal to 2% of their yearly operation and maintenance 
budget for 5 consecutive years.   
 
As an additional incentive to promote sustainability, the State offers loan forgiveness to 
communities that agree to develop an asset management plan and establish an equipment 
repair and replacement reserve account equal to 2% of their yearly operation and 
maintenance budget for 5 consecutive years.  The loan forgiveness for development of an 
asset management plan with a reserve account amounts to 5.0 to 10.0% of their total loan, 
depending on which fiscal year’s IUP the loan borrowing was listed on.  In SFY2014 
there were no loan commitments in this area. 
 
The State also addressed sustainability by committing $20,000 in loan forgiveness to 
communities that developed comprehensive process energy audits of their wastewater 
facilities.  The outcomes of these studies help conserve natural resources and provide 
alternative approaches that integrate natural or “green” systems into the built 
environment.   In SFY2014 there were no loan commitments in this area. 
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V. PROGRAM CHANGES 
 
A. COMPARISON WITH THE INTENDED USE PLAN 

 
Federal Fiscal Year 2013 IUP 

 
Exhibit I shows the Intended Use Plan for FFY2013.  Exhibit IV shows the actual loan 
activity from the current and previous IUP’s during this state fiscal year.  A summary is 
as follows: 
 
Total program administration disbursements made from the available 4% federal and 
state monies in SFY2014 were $437,600 made from FFY2012 funds and $91,340 made 
from FFY2013 funds.  Exhibit VI provides a summary of the administrative 
disbursements that were taken during the fiscal year by the DEP and by MMBB.  A 
summary of total administrative disbursements taken throughout the life of the program 
from each federal award is on file at the Bank. 
 

B. PROCEDURAL AND ADMINISTRATIVE CHANGES TO PROGRAM 

During the fiscal year the DEP made a policy decision not to charge the project 
management fee of 3% on future loans.  This decision was made based on the current low 
interest rate return on loans returned to the fund and the net administrative funds 
available to the DEP. 
 
 

VI. FEES 
 
During SFY2014 the Bank continued to charge a 1.5% administrative fee and the DEP 
continued to charge a 3.5% administrative fee on all long-term loans made from the 
program. For the first part of SFY2014 DEP also continued to charge a project 
management fee equal to 3% of principal borrowed on all loans issued from the program 
during the year, except those loans made to systems that received hardship forgiveness 
and loans issued for the purpose of refinancing existing debt.  In November 2013 the 
DEP made a policy decision not to charge the project management fee of 3% on any new 
loan going forward.  All of the fees were factored into the overall interest subsidy for the 
program so that the borrowers still received a full 2% interest rate subsidy.  All of the fee 
revenue generated by the program was held outside of the Fund in separate accounts for 
each the Maine DEP and the Bank. 

 
A. MMBB Fee Account 

 
MMBB administration fees collected during the year on CWSRF federal, state and 
repayment funds loaned to eligible recipients totaled $315,677.34 in SFY2014.  Fees 
collected on bond funds loaned to eligible recipients totaled $79,898.13 during the year. 
Investment earnings on the MMBB fee account during the fiscal year totaled $25,338.21.  



 
 13 

The net deposit of all fees and earnings into the MMBB fee account (not including bond 
fees held outside the Fund) was $341,015.55 during the reporting period.  All of the 
MMBB administrative fees received were drawn upon solely for the purpose of paying 
the administrative expenses of the program not paid for by the 4% administrative money.  
During SFY14, a total of $244,746.19 of fee income was disbursed for eligible MMBB 
administrative expenses of the program.  Additional information regarding the total 
amount of administrative fees received throughout the life of the program is on file at the 
Maine Municipal Bond Bank. 
 
Prior to SFY99 the Maine Municipal Bond Bank also charged a 1% loan origination fee 
which the borrowers were able to finance with proceeds of the loans from the program. 
The Bank opted to waive its loan origination fee on commitments issued after SFY98 due 
to revised interpretations of the CWSRF statute on this issue.  Additional information 
regarding the total amount of loan origination fees received throughout the duration of 
the program is on file at the Maine Municipal Bond Bank. 
 
 

B. DEP Fee Account 
 

DEP administrative and management fees collected during the year totaled $1,345,052.54 
and earnings on the DEP fee income totaled $29,691.52.  The total deposited into their 
account during SFY14 was $1,374,744.06.  Disbursements from the DEP fee account 
during the fiscal year totaled $500,000 and were made solely for the purposes of 
reimbursing expenses incurred by the DEP staff to administer the program and for other 
water quality related purposes.  
 
 

VII. PROPOSED IMPROVEMENTS 
 
A. MODIFICATION OF THE PROGRAM 

 
Federal funds currently available are inadequate to pay for current Department of 
Environmental Protection and Maine Municipal Bond Bank staff to administer the 
CWSRF program.  The Clean Water Act needs to be changed to increase the allowable 
amounts of administrative funds available through the CWSRF program.  Four (4) 
percent of the capitalization grant is not adequate with state budget problems that exist in 
Maine.  
 
EPA Headquarters should propose a minimum amount of dollars that each state would 
receive to administer the State Revolving Fund as an Administration proposal for re-
authorizing the Clean Water Act.  We suggest that a minimum of $800,000 or 4% of the  
Capitalization Grant, whichever is greater, be set aside for CWSRF administration.  This 
would make the amount of administration funds similar to the former Construction 
Grants Program. 
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B.COMPLIANCE WITH FINDINGS OF SFY2013 ANNUAL REPORT TO EPA 
 

There were no findings from the SFY2013 annual report that required compliance 
measures by either the Department of Environmental Protection or the Maine Municipal 
Bond Bank during the year.   
 
 

VIII. ESTIMATED SUBSIDY PROVIDED 
 

The subsidy provided for the State of Maine's CWSRF borrowers starts with passing on 
the Bank's strong credit rating.  Most of our borrowers are not rated, or are less highly 
rated in the credit markets than we are and, therefore, we are able to pass on a savings on 
average of about 25 basis points just by issuing their loans in the Bond Bank's pool. In 
addition to the automatic subsidy that is provided by passing on the Bank’s low capital 
costs, CWSRF borrowers in Maine also receive a subsidy equal to 200 basis points below 
the Bank’s costs of funds. This structure assures that all the program participants receive 
a total savings on their cost of capital that is on average 225 basis points (2.25%) and in 
some cases the savings level is even higher. 
 
The market rate from which the subsidy is taken is obtained by pricing each loan, based 
on its term and repayment structure, in the bond market just prior to loan closing.  Once 
the pure AAA tax-exempt bond cost for each borrowing is determined, the Bank reduces 
the rate of interest by 2 percentage points and calculates the total cost to the borrower at 
that level.  The Bank then further reduces the interest rate charged on each loan by an 
amount equal to the cost of its loan-servicing fee so that the borrowers receive a full 2% 
subsidy below the equivalent AAA tax-exempt rate. 
 
It is difficult to quantify the dollar amount of savings provided to borrowers funded from 
the program because each individual borrower's savings will vary depending on the terms 
of their loan and the interest rate that they would be able to obtain in the marketplace. If 
we assume that all borrowers who received funding during the year were as highly rated 
as the bank in the tax-exempt market, then the estimated interest rate subsidy provided to 
all of our CWSRF borrowers in SFY 2014 was approximately $4,500,000 Million.  
However, it is likely that the actual subsidy provided was much higher, considering that 
most of the borrowers funded would have a less favorable rating than the Bank. In 
addition, given that the program also provided a total of $795,114 of loan forgiveness as 
additional subsidies to its borrowers, the total of all subsidies provided during the year is 
in excess of $5,200,000 Million.   
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