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PROJECT INFORMATION Page 3 of 7

was constructed in the late 40's and early 50's according to dates found on some of the manhole lids. The bricks and the
mortar between the bricks have deteriorated to the point that there is very little mortar between the joints and bricks have
fallen into the bottom of the manholes and have been carried downstream into the sewer lines. The deterioration allows
ground water to enter the manholes during wet periods diluting the sewage and creating more effluent for the lagoon to treat.
The collection lines are mostly made of "Tera Cotta Clay". These clay pipes have deteriorated to the point that they are
comparable to Swiss Cheese. Video data shows that there are numerous cracks, holes, broken sections, and collapses
throughout the entire collection system. Uniontown is currently under a consent order from ADEM and a court order from
the Perry County Circuit Court to cease discharging unpermitted effluent into Cottonwood Creek and Freetown Creek.

Proposed Facility

The collection system will be rehabilitated. The manholes will either be lined with a structural limestone cement or replaced
with new concrete manholes. The main sewer lines will be corrected through complete replacement, pipe-bursting, or slip
lining. The laterals will be videoed and replaced as needed. The headworks will have a new automatic screen to remove
solids from the collection system. The influent from Uniontown's collection system will be pumped to the City of Demopolis
for treatment. The existing spray field will be decommissioned and reclaimed. The lagoon will be decommissioned and
reclaimed.

Conditions of the funding will include the sewer utility being transferred from the City to an independent utility board, and
third-party professional management. -pld
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Uniontown Sewer Project

1.) The proposed project is twofold. First, the existing collection system will be repair and / or
replaced as needed to eliminate, to an acceptable level, the inflow and infiltration that has been
overpowering the current treatment system. Second, will be to construct a transmission line to
transport the wastewater from Uniontown to Demopolis where it will be treated.

2.) Total Cost to construct:

Project Cost Item

User Desc.

Development Collection System Repair

Development Force main to Demaopolis

Contingencies

Eng. - Predevelopment
Eng. - Design
Eng. - Inspection

Eng. — Additional Services
Eng. — Additional Services
Eng. — Additional Services
Other Railroad Fees
Other Advertising
Other ADEM Permit
Other ALDOT Permit
Other Electrical Service
Equipment

Land & Rights

Including Civil & Electrical

Geotechnical
Property Surveying

Permits: WWTP, SW, DOT

Legal Services To form a utilities board

Total Project Cost

Item Cost

10,183,000.

15,241,000.

2,542,400.

263,500.

1,938,140.

559,300.

15,000.
64,800.
16,500.
45,000.
18,710.
12,650.
80,000.
50,000.

130,000.
80,000.
10,000.

$31,250,000.

Projected Operating and Maintenance Cost (less Interest and Depreciation)

O&M Expense Item

Contract Services - Other

User Desc

Management

Annual Expense

60,000.
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Contract Services - Other Collection System Maintenance and Operation 70,000.

Repairs/Maintenance Repairs of equipment 43,000.
Supplies Materials 15,000.
Utilities Power 15,000.
Contract Waste Treatment Demopolis Treatment Fees 480,000.

The O&M figures came from RDApply with the assistance of Alabama Rural Water Association and the
project engineer. The current management company, EQOS, also provided figures to support the
projections; however, these actuals included the cost of managing the water and the wastewater
treatment systems including the lagoons and spray field which will be eliminated with this project. The
management fee projection included above is based on projections provide by ARWA (see attached
email entitled Management Fee Projections). This amount was reviewed and concurred in as an
estimate by ARWA. The cost of treating the sewage by Demopolis is difficult to determine because the
volume cannot be accurately projected at this time, until the system is in operation after construction.
The current collection system has so much inflow and infiltration that it is impossible to accurately
account for the true velume. In discussing this projected amount with the operator of the Demopolis
sewer plant, he said he projects cost of $40,000 per month (see attached email entitled Cost of Sewer
Treatment). Once the collection system is completely rehabilitated, we will be able to more accurately
project total O&M.

3.) The platform that RD uses to determine the financial feasibility of a proposed project takes into
consideration the income and expenses for each project. The projects are based on current
usage. Our calculations require that Gross Revenue be sufficient to do four things:

A. Payall O&M.

B. Fund the Debt Service Reserve account as required.
C. Fund the Short-Lived Asset account as required.

D. Pay all debt service.

By requiring these RD is insuring the sustainability of the project.

4,) Sources of funds committed to the project.
A. USDA-RD grant  $23,437,500.
B. DRA 3,250,000.
C. Private investors 1,000,000.
D. State of Alabama  3,562,500.

5.) None
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6.) The type of USDA grant and requirements on the City if they accept the grant.

See the attached documents entitled:

A. Letter of Conditions
B. Intent to Comply

7.) The impact on Demopolis’s wastewater treatment.

Demopolis will need to update and expand their current system to meet the increase. Funding for this
will be accomplished through any combination of the following:

A. Cash on hand.
USDA-RD funds.
C. SRLF Program.

@

Demopolis will work closely with ADEM to insure that the discharge into the river meets or
exceeds any and all limits.
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Rura] Development
Camden Area Office

321 Depot Street
Camdan, AL 36726

Voice 334 682.4116
Fax 855.840.7764

USDA

= |
United States Department of Agriculture

September 24, 2018

City of Uniontown
Jamaal Hunter, Mayor
100 Front Street
Uniontown, AL 36786

SUBJECT: City of Uniontown
Sewage Collection & Treatment Rehab 2018
Wastewater Application
Grant - $23,437,500.00
State of Alabama [Funds - $3,287,500.00
CDBG/HUD - $325,000.00
DRA - $4,200,000.00

Dear Mayor Hunter:

This letter establishes conditions which must be understood and agreed to by you before
further consideration may be given to your application. The grant will be administered
on behalf of the Rural Utilitics Service (RUS) by the State and Area staff of USDA
Rural Development, both of which are referrcd to throughout this letter as the Agency.
Any changes in project cost, source of [unds, scope of project, or any other significant
changes in the project or applicant must be reported to and concurred with by the
Agency by written amendment 1o this letter. If significant changes are made without
obtaining such concurrence, the Agency may disconfinue processing of the application.

All conditions set forth under Section [II — Requirements Prior to Advertising for Bids
must be met within 120 days of the date of this letter. 1f you have not met these
conditions, the Agency rescrves the right to discontinue the processing of your
application.

If vou agree to meet the conditions sct forth in this letter and desire further consideration
be given 1o your application, please complete and return the following {orms within 10
days:

Forin RD 1942-46, “Letter of Intent to Meet Conditions”
Form RD 1940-1, “Request for Obligation of Funds”
RUS Bulletin 1780-12, “Water and Waste System Grant Agreemcnt”

The grant will be considered approved on the date Form RD 1940-1, “Reguest for
Obligation of Funds,” is signed by the approving official. Thus, this letter in itself docs
not constitute loan and/or grant approval, nor docs it ensure that funds are or will be
available for the project. When funds are available, the Form 1940-1 will be provided to

USDA is an equal opportunity providar, employer, and lender.
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you for your signaturc. After you sign and return the form to the Agency, the request will be
processed and grant funds will be approved and obligated.

Extra copies of this letter are being provided for use by your engineer, attorney, bond counsel
and accountant. All pariies may access information and regulations referenced in this lctter at
our website located at www.rd.usda.gov.

The conditions are as follows;

SECTION 1 - PROJECT DETAIL

L. Project Description — ['unds will be used for Sewage Collection & Treatment Rchab.

Facilities will be designed and constructed in accordance with sound cngineering practices and
must mect the requirements of Federal, State, and local agencies. The proposed facility design
must be based on the Preliminary Engineering Report (PER) as concurred with by the Agency.

2. Projeet Funding — The Agency is offering the iollowing funding for your project:

Agency Grant - $23,437,500.00

This offer is based upon the following additional funding being obtained.

[State of Alabama] - $[3,287,500.00]
[CDBG/HUD] - $ [325,000.00]
[DRA] - $ {4,200,000.00)

TOTAL PROJECT COST - § [31,250.000.00]

This funding is otfered based on the amounts stated above. Prior to loan closing, any increase in
non-Agency funding will be applied [irst as a reduction to Agency grant funds, up to the total
amount of the grant.

Any changes in funding sources following obligation of Agency funds must be reported to the
processing official. Project feasibility and funding will be reassessed if there is a significant
change in project costs after bids are received. I[ actual project costs exceed the project cost
estimates, an additional contribution by the Owner may be necessary. Prior to advertiscment for
construction bids, you must provide evidence of applicant contributions and approval of other
funding sources. This evidence should include a copy of the commitment letter. Agency funds
will not be used 1o pre-finance funds committed to the project from other sources.

3. American Iron and Steel — Seetion 746 of Title VI of the Consolidated Appropriations Act
of 2017 (Division A - Agriculture, Rural Development, Food and Drug Administration, and
Related Agencies Appropriations Act, 2017) and subsequent statutes mandating domestic

2
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preference applies a new American Iron and Steel (AIS) requirement to obligations made after
May 5th, 2017:

(1) No Federal funds made available for this fiscal year for the rural water, waste water, wastc
disposal, and solid waste managcment programs authorized by the Consclidated Farm and
Rural Development Act (7 U.S.C. 1926 et seq.) shall be used for a projcct for the
construction, altcration, maintenance, or repair of a public water or wastewater system unless
all of the iron and steel products used in the projcct are produced in the United States.

(2) The term “iron and steel products™ means the following products made primarily of iron or
steel: lined or unlined pipes and fittings, manhole covers and other municipal castings,
hydrants, tanks, [langes, pipe clamps and restraints, valves, structural steel, reinforced precast
concrete, and construction materials.

(3) The requirement shall not apply in any case or category of cases in which the Sceretary of
Agriculture (in this scction referred to as the “Secretary”) or the designee of the Secretary
finds that— -

(a) applying the requirement would be inconsistent with the public interest;

(b) iron and steel products are not produccd in the United States in sufficient and reasonably
available quantities or of a satisfactory quality; or

(¢) inclusion of iron and steel products produced in the United States will increase the cost of
the overall project by more than 25 percent.”

Owners are ultimately responsible for compliance with AIS requirements and will be responsible
for the [ollowing:

(a) Signing loan resolutions, grant agrecments and letters of intent to meet conditions which
include AIS language, accepting AIS requirements in those documents and in the letter of
conditions.

{(b) Signing change orders (i.e. C-941 of EICDC) and partial payment estimates (i.c. C-620 of
EJCDC) and thercby acknowledging responsibility for compliance with American and
Iron Steel requirements.

{c) Obtaining the certilication letters from the consulting engineer upon substantial
completion of the project and maintaining this documentation for the life of the loan.

(d) Where the owner provides their own engineering and/or construction services, providing
copies of engineers’, contractors’, and manufacturers’ certification letters (as applicable)
to the Agency to insert into the Agency file. All certification lctters must be kept in the
engincer’s project [ile and on site during construction. For Owner Construction (Force
Account), all clauses from Section 17 must be included in the Agreement for Engineering
Services.

(e) Where the owner directly procures AIS products, including AIS clauses in the
procurement contracts and obtaining manufacturers’ certification letters and providing
copies to consulting engincers and contractors.

4. Project Budget — Funding from all scurces has been budgeted for the estimated expenditures
as follows:
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Project Costs:

Total Budgeted:

Administration/Legal ${10,000.00]
Development/ Construction [25,424,000.00]
Contingency [2,542,400.00]
Engineering Fees [2.857.240.00]
Includes:
Preliminary Engineering Report | |
Environmcnial Report | |

PreDevelopment 1263,500.00]
Design [1,938,140.00]
Construction Administration (lnspection) [559,300.00]
Additional [96,300.00]

Equipment [130,000.00]

Interest - Interim | |

Intcrest - Agency | |

Land and Rights-of-Way [80,000.00]

Lega! Fees - Local Attorney [ 1

Legal Fees - Bond Counsel I [

[Electrical Service] [50,000.00]

[ALDOT Permit] [80,000.00]

[ADEM Permit] [12,650.00]

[Advertising] [18,710.00]

[Railroad Fees] 145,000.00]

TOTAL PROJECT COST [31,250.000.00]

Obligated loan or grant funds not needed to complete the proposed project will be deobligated
prior to start of construction. Any reduction will be applied to grant funds first. An amended
letter of conditions will be issued for any changes to the total project budget.

SECTION II -GRANT TERMS

5. Security — Additional security requirements ar¢ contained in RUS Bulletin 1780-12, “Water
znd Waste System Grant Agreement,” and RUS Bulletin 1780-27, “Loan Resolution (Public
Bodies).” A draft of all security instruments, including draft bond resolution, must be reviewed
and concurred in by the Agency prior to advertising for bids. The bond resolution and Loan
Resalution must be duly adopted and cxceuted prior to loan ¢losing. The Grant Agreement must
be [ully executed prior to the first disbursement of grant funds.

6. Construction Completion Timeframe - All projects must be completed and all funds
disbursed within five years of obligation. If funds are not disbursed within five ycars of
obligation, you must submit to the Ageney a written request for extension of time with adequate

004972



Justification of circumstances beyond your control, Requests for waivers beyond the initial
extension will be submitted to the Assistant Administrator for concurrence decision.

7. Disbursement of Agency Funds - Agency funds will be disbursed into the borrower’s
depository account through an electronic transfcr system, SF 3881, “ACII
Vendor/Miscellaneous Payment Enrollment Form,” must be completed and submitted to the
Ageney prior to advertising for bids,

Any applicant contribution will be the first funds expended, foilowed by other funding sources.
Interim financing or Agency loan funds will bc cxpended after all other funding sources unless a
written agreement is reached with all other funding sources on how funds are to be disbursed
prior to start of construction or loan closing, whichever occurs first. Interim financing funds or
Agencey loan funds must be used prior to the use of Agency grant funds. The Grant Agrccment
must not be closed and funds must not be disbursed prior to loan funds except as specified in
RUS Instruction 1780.45(d). In the unlikely event the Agency mistakenly disburses funds, the
funds will be remitted back to the Agency electronically.,

Grant funds arc to bc deposifed in an interest-bearing account (exception provided below) in
accordance with 2 CFR Part 200 and interest in excess of $500 per year remitted to the Agency.
The funds should be disbursed by the recipient immediately upon reccipt and there should be
little interest accrual on the Fedcral funds. Recipients shall maintain advances of Federal funds
in interest-bearing accounts, unless:

a. The recipient receives less than $120,000 in Federal awards per year.

b. The best reasonably available interest-bearing account would not be expected to earn
intcrest in excess of $500 per year on Federal cash balances.

¢. The depository would require an average or minimum balance so high that it would not
be feasible within tbe cxpected Federal and non-TFederal casb resources.

d. A forcign government or banking system prohihits or precludes interest-bearing
accounts.

8. Reserves — Reserves must be properly budgeted to maintain the finaneial viability and
sustainability of any operation. Reserves are important to fund unanticipated emergency
maintenance and repairs, and assist with debt service should the need arise. The following
reserves are required to be established as a condition of this loan:

a. Debt Service Reserve — As a part of this Agency proposal, you must establish a debt
service reserve {und equal to at least one annual loan installment of the cxisting loan,
General Obligation Sewer Warrant Series 2013, that accumulates at the rate of 10% of
one annual payment per year for ten years or until the balancc is equal to one annual loan
payment. ‘L'en pereent of the existing loan installment would equal $ 991.17 _per month;
this amount should be deposited monthly until a total of' § 118,938.00 has accumulated.
Prior written concurrence from the Agency must be obtained beforc funds may be
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withdrawn from this account during the life of the loan. When funds arc withdrawn
during the life of the loan, deposits will continue as designated above until the fully-
funded amount is reached.

b. Short-Lived Asset Reserve — In addition to the debt service reserve fund, you must
cstablish a short-lived asset reserve fund. Based on the preliminary cngincering report,
you must deposit at least $7,987.00 into the short-lived asset reserve fund annually for the
life of the loan to pay for repairs and/or replaccment of major system assets. It is your
responsibility to assess your facility’s short-lived asset needs on a regular basis and adjust
the amount deposited to meet thosc nceds.

Current assets can also be used to establish and maintain reserves for expected expenses,

including but not limited to operation and maintenance, deferred interest during the construction
period, and an asset management program.

SECTION ITI —~REQUIREMENTS PRIOR TO ADVERTISING FOR BIDS

9. Environmental Requirements — At the conclusion of the proposal’s environmental review
process, specitic action(s) were deterimined necessary to avoid or minimizc adverse
environinental impacts. As outlined in the Environmental Report dated August 13, 2018, the
following [action is / actions are] required for successful completion of the project and must be
adhered to during projcct design and construction:

The project as proposed has been evaluated to be consistent with the National Environmental
Policy Act. Other Federal, State, tribal, and local laws, regulations and or permits may apply or
be requircd. If the project or any project element deviates from or is modified from the
originally-approved project, additional cnvironmental review may be required.

This project will be funded using the Programmatic Agreement among the U.S, Department of
Agriculture Rural Development Programs, National Conference of Stale Historic Preservation
Officers, Tribal Signatories, and The Advisory Council on historic Preservation for Scquencing
Section 106 (NPA). The NPA requires the following conditions be applicable to this obligation:
a. No federal funds for construction will be released prior to complction of Section 106
review.
b. Agency may de-obligate funding and withdraw awards for an undertaking until
complction of the Section 106 review.
€. You must imtiate Section 106 no later than ninety (90) busincss days alter the
announcement of their obligation if they have not done so already; and to notify the
appropriate R[> agency that Section 106 has been initiated in accordance with 36 CFR
Part 800.2(c)(4), and 7 CIFR Part 1970.5(b)(2) of the regulations, “Environmental Policies
and Procedures” (7 CFR Part 1970).
d. You must submit Section 508 of the Rehabilitation Act of 1973 (29 U.S.C. § 794 (d)), as
amended in 1998 (508 compliant) hard copy or electronic Section 106 documentation to
SHPOs, THPQOs, Indian tribes, and NHOs based on the preference of the receiving party.
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10. Engineering Services — You have been required to complete an Agreement for Engineering
Services, which should consist of the Engineers Joint Contract Documents Committee (EICDC)
documents as indicated in RUS Bulletin 1780-26, “Guidance for the Usc of EJCDC Documents
on Water and Waste Projects with RUS Financial Assistance,” or other approved form of
agreement. The Agency will provide concurrence prior te advertising for bids, and must approve
any modifications to this agreement.

11. Contrsct Documents, Final Plans, and Specifications

a. The contract documents must consist of the EJCDC ¢onstruction contract documents as
indicated in RUS Bulletin 1780-26 or other Agency-approved forms of agreement,

b. The contract documents, final plans, and specifications must comply with RUS
Instruction 1780, Subpart C — Planning, Designing, Bidding, Contracting, Constructing
and Inspections, and must be submitted to the Agency for concurrenee prior to
advertising for bids along with an updated cost estimate. The Agency may require
ancther updated cost estimate if a significant amount of time elapses between the original
submission and advertising for bids.

¢. The use of any procurement method other than competitive sealed bids must be requested
in writing and approved by the Agency.

12. Legal Services — You have been required to execute a legal services agreement with your
attorney and bond counsel, if applicable, for any legal work needed in conncetion with this
project. The agreement should stipulate an hourly rate for the work, with a “not to exceed”
amount for the services, including reimbursable cxpenses. RUS Bulletin 1780-7, “Legal
Services Agreement,” or similar format may be used. The Agency will provide concurrence
prior to advertising for bids. Any changes to the fees or services spelled out in the original
agreement must be reflected in an amendment to the agreement and have prior Agency

conecurrcnece,

13. Property Rights - Prior to advertising for bids, you and vour iegal counsel must furnish
satisfactory evidence tbat you have or can obtain adequate continuous and valid control over the
lands and rights-of-way needed for the project. Acquisitions of necessary land and rights must
be accornplished in accordance with the Uniform Relocation Assistance and Real Property
Acquisition Policies Act. Such control over the lands and rights will bc cvidenced by tbe
following:

a. Right-of-Way Map — Your engineer will provide a map clearly showing the location of
all lands and rights-of-way necded for the project. The map must designate public and
private lands and rights and the appropriate legal ownership thereof.

b. Form RD 442-20, “Right-of-Way Easement” — This form may be used to obtain any
necessary easements for the proposed project.

¢. Form RD 442-21, “Right-of-Way Certificate” - You will provide a certification on this
form that all right-of-way requircments have been oblained for the proposed project.
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d. Form RD 442-22, “Opinion of Counsel Relative to Rights-of-Way” — Your attorney
will provide a certification and legal opinion on this form addressing rights-of-way,
easements, and title.

#e. Preliminary Title Work (Title Opinion) When applicable, your attorncy will provide
a preliminary title opinion for any property related to the facility, currently owned and to
be acquired, along with copies of deeds, contracts or options for purchasing said property.
Form R} 1927-9, “Prcliminary Title Opinion,” may be used.

#e. Preliminary Title Work — (Title Insurance) — When applicable, a title insurance binder
will he required on all real estate related to the facility now owned and property to be
acquired in connection with this projcct. The policy should name the United States of
America, acting through the United States Department of Agriculture, as the proposcd
insured.

The approving official may waivc titic delects or restrictions, such as utility easements, that do
not adversely affect the suitability, successful operation, sccurity value, or transferability of the
facility. Any such waivers must be provided by the approving official in writing prior to closing
or the start ol construction, whichever occurs first.

You are responsible for the acquisition of all property rights necessary for the project and for
detcrmining that prices paid are reasonahle and fair. The Agency may require an appraisal by an
independent appraiser or Agency employee in order to validate the price to be paid.

14. System Policies, Procedures, Contracts, and Agreements The facility must be operated
on a sound business plan. You tnust adopt policies, procedures, and/or ordinances outlining the
conditions of service and use of the proposed system. Mandatory connection policics should be
used where enforceable. The policies, procedurcs, and/or erdinances must contain an effective
collection policy for accounts not paid in full within a specified number of days afler the date of
billing. They should include appropriatc latc [ees, specified timeframes for disconnection of
scrvice, and reconnection [ees. A draft of these policies, proccdures, and/or ordinances must be
submitted for Agency revicw and concurrence, along with the documents below, before closing
instructions may be issued unless otherwise stated.

a. Conflict of Interest Policy — Prior to obligation of funds, you must certify in writing that
your organizatien has in place an up-to-date written policy on conflict of interest. The
policy will include, at a minimum: (1) a requirement for those with a conflict or potential
contlict to disclose the conflict/potential conflict; (2) a clause that prohibits interested
membcrs of the applicant’s governing body from voting on any matter in which there is a
conflict, and (3) a description of the specific process by which the governing body will
manage identificd or potential conflicts.

You must also submit a disclosure of planned or potential transactions related to the use
of Federal funds that may constitute or present the appearance of personal or
organizational conflict of interest. Disclosure must be in the form of a written letter
signed and dated by the applicant’s official. A negative disclosure in the same format is
required if no conflicts are anticipated.
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Sample conflict of interest policies may be found at the Naticnal Council of Nonprofits
website, hitps://www.councilofhonprofits.org/tools-resources/conflict-of-interest, or in
Internal Revenue Service Form 1023, Appendix A, “Sample Conflict of Interest Policy,”
at http:/’www.irs.gov/pub/irs-pdf/i1023.pdf. ‘Though these examples reference non-profit
corporations, the requirement applies to all types of Agency borrowers.

Assistancce in developing a conflict of interest policy is availablc through Agency-
contracted technical assistance providers if desired. Grantee must obtain prior writtcn
concurrence from USDA on all contractual agreements.

Sewage Treatment Contract — Any proposals to purchase sewage treatment services
must be evidenced by a sewage treatment contract. A draft of the proposed contract must
be submitted to the Agency for review and concurrence prior to advertising for bids. The
draft contract must meet the requirements of RUS Instruction 1780.62.

Sewer User Agrcement — Projects not involving mandatory connection require users to
cxccute a Sewer Users Agreement. The draft agreement must receive RD concurrence
prior to advertising for bids. RUS Bulletin 1780-9, “Water Users Agreemecnt,” or similar
format may be used.

Contracts for Other Services/Lease Agreement — Drafts of any contracts or other
forms of agreements for other scrvices, including audit, management, operation, and
maintcnance, or lease agreements covering real property cssential to the successful
operation of the facility, must be submitted to the Agency for review and concurrence
prior to advertising for bids.

Establishment of a Utilities Board - City of Uniontown must establish a Utilities Board
for the operations of the Water and Sewer System. Provide a copy of proposed Articles of
Incorporation and By-Laws {or Agency review and concurrence.

Mandatory Ordinance for Hook-ups - Implementation of a mandatory ordinance for
hook-ups on water and sewer within city's jurisdiction. This ordinance must be enforced
by the city and the newly formed Utilities Board.

On-site Management - Applicant must advertise for on-site management ( day to day
managetnent) on a contractual basis. All contracts must be reviewed and concurred by
USDA Rural Development prior to acceptance by the Utilities Board.

Annual Mandatory Training - All Board members must comply with the Annual
Mandatory Training requirement in order to remain a viable board membher.

Other agreements with governments or other entities rcgarding joint operation of
facilities, granting authority to Agency borrower for providing service within another
entity’s service area, etc. The draft agreement must receive Agency concurrence prior to
advertising for bids.

Fully executed copics of any policies, procedures, ordinances, contracts, or agrecinents must be
submitted prior to loan closing, with the exception of the conflict of interest policy, which must
be in place prior to obligation of funds.

15. Closing Instructions — The Agency will prepare closing instructions as soon as the

requirements of the previous paragraphs are complete, as well as a draft of the sccurity
instrument(s). Closing instructions must be ebtained prior to advertising for hids.
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16. Construction Account — You must establish a construction account for all funds related to
the project. Construction funds will be deposited with an acceptable financial institution or
dcpository that meets the requirements of 31 CFR Part 202. A separate account will not be
required for Federal funds and other funds; however, the recipient must be able to separately
dentify, report, and account for all Federal funds, including the receipt, obligation and
expenditure of funds. Financial instituwtions or depositaries accepting deposits of public funds
and providing other financial agency services to the Federal Government are required to pledge
adcquate, acceptable securities as collateral, in accordance with 31 CFR Part 202. All funds in
the aceount will be secured hy a collateral pledge equaling at least 100% of the highest amount
of funds expected to be deposited in the construction account at any one time, Your financial
institution can provide additional guidance on collateral pledge requirements.

Agency funds will be disbursed into the borrower’s depository account through an electronic
transfer system. SI" 3881, “ACH Vendor/Miscellaneous Payment Enrollinent Form,” must be
complcted and submitted (o the Agency prior to advertising for hids.

17. System Users — This letter of conditions is hased upon your indication at application that
there will be at least [787] residential uscrs, [32] non-residential users on the system when
construction is completed.

Before the Agency can agree to the project being advcrtised for construction bids, you must
cerlily that the number of users indicated at application are currently using the system or signed
up to use the system once it is opcrational.

If the actual mumber of existing and/or proposcd uscrs that have signed up for service is less than
the number indicated at the time of application, you must provide the Agency with a written plan
on how you will obtain the nceessary revenue to adequately cash flow the expected operation,
maintenance, debt service, and reserve requirements of the proposcd project (c.g., increase uscr
rates, sign up an adequate number of other users, reduce project scope, etc.). Similar action is
required if there is cause to modify the anticipated flows or volumes presented following
approval.

If you are relying on mandatory connection requirements, you must provide cvidence of the
authorizing ordinance or statute along with your user certification.

a. Sewer User Agreements — Users will be required to execute a Sewer Users Agreement
prior to advertising for construction bids. The amount of cash contributions required will
be set by you and concurred with by the Agency. Contributions should be an amount
high enough to indicate sincere inferest on the part of the potential user, but not so high as
to preclude service to low income families, and have a deadline for the contribution to be
used or forfeited. RUS Bulletin 1780-9, “Water Users Agreement,” or similar agreement
rmay be used.

b. Service Declination Statement — Lach potential user who is located along planned lines
and declines the offered service will be provided an opportunity to sign a “Service
Declinatton Stateinent.”
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18, Other Funding — Prior to advertising for bids, you must provide evidence of applicant
contributions and approval of other funding sources. This cvidence should includc a copy of the
commitment lelter [rom ¢ach source,

19. Proposed Operating Budget You must establish and/or maintain a rate schedule that
providcs adcquate income to meet the minimum requirements for operation and maintenance
(O&M), debt service, and reserves. Prior to advertising for bids, you must submit a proposcd
annual operating budget to the Agency which supports the operation, maintenance, debt service,
and reserves, as well as your proposed rate schedule. The operating budget should be based on a
typical year cash flow afier completion of the construction phase and should be signed by the
appropriate official of your organization. Form RD 442-7, “Operating Budget,” or similar
format may be utilized for this purpose. It is expected that O&M will change over each
successive year and uscr rates will need o be adjusted on 4 regular basis.

Technical assistance 1s available at no cost to help you evaluate and complete a rate analysis on
your system. This assistance is available frce to your organization. If you are interested please
contact our office for information.

20. Permits The owner or responsibie party will be required to obtain all applicable permits for
the project, prior lo advertising for bids. The consulting engineer must submit written evidence
that all applicable permits required prior to construction have been obtained with submission to
the Agency of the final plans, specifications, and bid documents.

21. Vulnerability Assessment/Emergency Response Plan (VA/ERP) — The Apency requires
all financed water and wastewater systems to have a VA/ERP in place. Borrowers with existing
systems must provide a certification that a VA/ERP has been completed prior to advertising for
bids. The VA/ERP documents themselves are not submitled to the Agency. The VA/ERP must
address potential impacts from natural disasters and other emergency cvents. In particular, it
should include plans to address impacts of flash flooding in areas where severe drought or
wildfires occur. The documents should be reviewed and updated cvery three years at a minimum,

For new systems, see Section V of this letter of conditions. For VA/ERP requirements
throughout the life of the loan, see Section VII. Technical assistance at no cost is available in
preparing these documents.

22. Bid Authorization - Once all the conditions outlined in Section TIT of this letter have been
met, the Agency will authorize you to advertise the project for construction bids. Such
advertisement must be in accordance with applicable State statutes.

SECTION 1V - REQUIREMENTS PRIOR TO START OF CONSTRUCTION

23. Bid Tabulation — Immediately after bid opening, you must provide the Agency with the bid
(abulation and your engineer’s evaluation of bids and recommendations for contract awards, Tf
the Agency agrees that the construction bids reccived are acceptable, adequate funds are
available to cover the total project costs, and all the requirements of Section III of this letter have
been satisfied, the Agency will authorize you to issue the Natice of Award.
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a. Cost Overruns. If bids are higher than expected, or if unexpected construction problems
are encountered, you must utilize all options to reduce cost overruns. Negotiations,
redesign, use of bidding alternatives, rebidding or other means will be considered prior to
commitment of subscquent funding by the Agency. Any requests for subsequent funding
to cover cost averruns will be contingent on the availability of funds. Cost ovcrruns
exceeding 20% of the development cost at time of loan or grant approval or where the
scope of the original purpose has changed will compete for [unds with all other
applications on hand as of that date.

b. Excess Funds. If bids are lower than anticipated at time of obligation, excess funds must
be deobligated prior to start of construction except in the cases addressed in this
paragraph. In cases where the original PER for the project included itcms that werc not
bid, or were bid as an alternate, the State Office official may modify the project to fully
utilize obligated funds for those items. Amendments fo the PER, ER, and letter ol
conditions may be needed for any work not included in the original project scope. Tn all
cases, prior to start of construction, excess funds will be deobligated, with grant funds
being deobligated first. Excess funds do not include contingency funds as described in
this lettcr.

24. Contract Review — Your attorney will ceriify that the executed contract documents,
including performance and payment, if required, are adequate and that the persons executing
these documents have been properly authorized to do so in accordance with RUS Instruction
1780.61(b).

Once your attorney has certificd that they are acceptable, the contract documents wiil be
submitted to the Agency for its cancurrence, The Notice to Proceed cannot be issued until the
Agcency has concurred with the construction contracts.

25. Final Rights-of-Way — If any of the rights-of-way forms listed previously in this letter
contain exceptions that do not adversely affect the suitability, successiul operation, security
value, or transferability of the facility, the approving official must provide a written waiver prior
to the issuance of the Notice to Proceed. For projects involving the acquisition of land, you must
provide evidence that you have clear title to the land prior to the issuance of the Notice to
Proceed.

Final Title Work - Your attorney must furnish a separate final title opinion on all existing real
properly related to the facility, now owned and to be acquired for this project, as of the day of
loan closing or start of construction, whichever occurs first, Form RID 1927-10, “Final Title
Opinion” may be uscd.

Final Title Work - Immediately after closing or prior to the start of construction, whichever
comes first, a Title Insurance Policy must be provided for all existing real property refated to the
facility, now owned and to be acquired for this project.
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26. Insurance and Bonding Requirements - Prior to the start of construction or loan elosing,
whichever occurs first, you must acquire and submit to the Agency proof of the types of
insurance and bond coverage for the horrower shown below. The usc of deductibles may be
allowed, providing you have the financial resources to cover potential claims requiring payment
of the deductihle. The Agency strongly recommends that you have your engineer, attorney, and
insurance provider(s) review proposed types and amounts of coverage, including any exclusions
and deductible provisions. It is your responsibility and not that of the Agency to assure that
adequate insurance and fidelity or employee dishonesty bond coverage is maintained.

a. General Liability Insurance - Include vchicular coverage.

b. Workers’ Compensation — In accordance with appropriate State [aws.

¢. Fidelity or Employee Dishoncsty Bonds — Include coverage for all persons who have
access to funds, including persons working under a contract or management agreement.
Coverage may be provided cither for all individual positions or persons, or through
blanket coverage providing protection for all appropriate workers. During construction,
each position should be bonded in an amount equal to the maximum amount of funds to
be under the control of that position at any onc tinic. The coverage may be increased
during construction based on the anticipated monthly advances. After construction and
throughout the life of the loan, thc amount of coverage must be for at least the total
annual debt service of all outstanding Agency loans. The Agency will be identificd in the
fidelity bond for rcceipt of notices. Form RD 440-24, “Position I'idelity Schedule Bond,”
or similar format may be used.

d. National Flood Insurance - If the project involves acquisition or construction in
designated special flood or mudslide pronc arcas, you must purchase a floed insurance
policy at the timc of loan closing,

¢. Real Property Insurance — Fire and extended covcrage will normally be maintained on
all structures excepl reservoirs, pipelines and other structures it such structures are not
nomally insured, and subsurfacc lift stations except lor (he value of electrical and
pumping equipment. The Agency will be listed as mortgagee on the policy when the
Agency has a licn on the property. Prior to the acceptance of the facility from the
contractor(s), you must obtain real property insurance (firc and extended coverage) on all
facilitics identified above.

Insurance types described above are required to be continued throughout the lifc of the loan. Sce
Section VIL

27. Form AD-3031 ~ You are required to complete and submit Form AT-3031 “Assurance
Regarding Felony Convictions or Tax Dclinquent Status for Corporate Applicants.”

28, Initial Compliance Review -- The Agency will conduct an initial compliancc review of the
borrower prior to loan closing or starl of construction, whichever occurs first, in
accordance with 7 CFR 1901, Subpart E.

SECTION V - REQUIREMENTS PRIOR TO LOAN CLOSING
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29. Yulnerability Assessment/Emergency Response Plan (VA/ERP) — The Agency requires
all financed water and wastewater systems to have a VA/ERP in place. New water or
wastewater systems musl provide a certification that an ERP is complete prior to the start of
operation, and a certification that a VA is complctc must be submitted within onc ycar of the
start of operation. Borrowers with existing systems must provide a certification that a VA and
ERP are complcted prior to authorization o advertise for bids. The VA/ERP documents are not
submitted to the Agency. Technical assistance is available in preparing these documents at no
cost lo you. The VA/ERP must address potential impacts from natural disasters and other
emergency events. In particular, it should include plans to address impacts of flash flooding in
arcas where severe drought or wildfires oceur. The documents should be reviewed and updated
every three years at a minimum.

30. Other Requirements — All rcquirements contained in the Agency’s closing instructions, as
well as any requirements of your bond counsel and/or attorney, must be met prior to loan closing.

a. System for Award Management. You will be required to maintain a Dun and
Bradstreet Data Universal Numbering System {D1UNS) number and maintain an active
registration in the System for Award Management (SAM) database. Renewal can be
done on-line at: http://sam.gov. This registration must be renewed and revalidated every
twelve (12) months for as long as there are Agency funds to be expended. See Appendix
Al

To ensure the information is current, accuratc and complcte, and to prevent the SAM
account expiration, the review and updates must be performed within 365 days of the
activation date, commonly referred to as the cxpiration datc. The registration process
may take up to 10 business days. (See 2 CI'R Part 25 and the “Help” section at

http://sam.gov).

b. Litigation. You are required to notily the Agency within 30 days of receiving
notification of being involved in any type of litigation prior to loan clesing or start of
construction, whichever occurs first. Additional documentation regarding the situation
and litigation may be requested by thc Agency.

¢. Certified Operator. Evidence must be provided that your systemn has or will have, as
defined by applicable State or Federal requirements, a certified operator available prior to
the system becoming operational, or that a suitable supervisory agreement with a certified
operator is in effect.

SECTION VI - REQUIREMENTS DURING CONSTRUCTION AND POST
CONSTRUCTION

31. Resident Inspector(s) — Full-timc inspcction is required unless you request an exception.
Such requests must be made in writing and the Agency must concur with the request. Inspection
services are 10 be provided by the consulting engineer unless other arrangements are requested in
writing and concurred with by the Agency. A resumc of qualifications of any resident
inspector(s) will be submitted to the owner and Agency for review and concurrence prior to the
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pre-construction conference. The resident inspector(s) must atiend the pre-construction
conference,

32, Preconstruction Conference — A preconstruction conference will be held prior to the
1ssuance of the Notice to Proceed. The consulting engineer will review the planned development
with the Agency, owner, resident inspector, attorney, contractor, other funders, and other
intcrested parties, and will provide minutes of this meeting to the owner and Agency.

33. Inspections - The Agency requires a pre-construction conference, pre-final and final
inspections, and a warranty inspection. Your engineer will schedule a warranty inspection with
the contractor and the Agency before the end of the one-year warfanty period to address and/or
resolve any warranty issucs. The Agency will conduct an inspection with you of your records
management system at the same time, and will continue to inspect the facility and your records
systcm every three years for the life of the loan. See Section VII of this letter.

34. Change Orders — Prior Agency concurrence is required for all Change Orders.

35. Payments — Prior Agency concurrence is required for all Invoices and Partial Payment
Estimates before Agency funds will be released. Requests for payment related to a contract or
service agreement will be signed by the owncr, project engineer, and contractor or service
provider prior to Agency concurrence. Invoices not related to a construction contract or service
agreement will include the owner’s written concurrence.

36. Use of Remaining Funds — Applicant contribution and connection or tap fees will be the
first funds expended in the project, followed by non-Agency sources of funds. Remaining funds
may be considered in dircet proportion to the amounts obtained from each source and handled as
follows:

a. Remaining funds may be uscd for cligible loan and grant purposes, provided the use will
not result in major changes to the original scope of work and the purpose of the loan and
grant remains the same.

b. Grant funds not expended for authorized purposcs will be cancelled (de-obligated) within
90 days of final completion of project. Prior to actual cancellation, you and your attorncy
and engineer will be notifted of thc Agency’s intent to cancel the remaining funds and
given appropriate appeal rights.

37. Technical, Managerial and Financial Capacity - It is rcquired that nembers of the Board
of Directors, City Council members, trusiees, commissioners and other governing members
possess the necessary technical, managerial, and financial capacity skills to consistently comply
with pertinent Federal and State laws and requirements. It is recommended members receive
training within one year of appointment or clcction to the governing board, and a refresher
training for all governing members on a routine basis. The content and amount of training
should be tailored to the nceds of the particular individual and the utility system. Technical
assistance providers are availahle to provide this training for your organization, often at no cost.
Contact thc Agency for information.
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38. Reporting Requirements Related to Expenditure of Funds

a. FKinancial Audit— An annual audit under the Single Audit Act is required if you expend
$750,000 or more in Fedcral financial assistance per fiscal year. The total Federal funds
expended from all sources shall be used to determine Federal financial assistance
expended. Expcnditures of interim financing are considered Federal expenditures.

All audits are to be performed in accordance with 2 CFR Part 200, as adopted by USDA
through 2 CI'R Part 400. Further guidance on preparing an acceptable audit can be
obtained [rom the Agency. The audit must be prepared by an indcpendent licensed
Certifted Public Accountant, or a State or Federal auditor if allowed by State law, and
must be submitted within 9 months of your fiscal year end.

If an audit is required, you must enter into a writien agreement with the auditor and
submit a copy to the Agency prior to the advertisement of bids. The audit agreement may
include terms and conditions that the borrower and auditor deem appropriate; however,
the agreement should include the type of audit to be completed, the time frame in which
the audit will be completed, and how irregularities will be reported.

b. Reporting Subawards and Executive Compensation — You as a rccipient of Federal
funds and your first-tier contractors are required by 2 CFR Part 170 to report
disbursements o subrecipients in accordance with Appendix B of this letter and
www.fsrs.gov. Your Agency processing office can provide more information.

SECTION VII — SERVICING REQUIREMENTS DURING THE TERM OF THE LOAN

39. Security/Operational Inspections — The Agency will inspect the facility and conduct a
review of your opcrations and records management system and conflict of interest policy every
three years for the life of the loan. You must participate in these inspections and provide the
required information,

40. Annual Financial Reporting/Audit Requirements ~ You are required to submit an annual
financial report at the cnd of each fiscal year. The annual report will be certificd by the
appropriate organization official, and will consist of financial information and a rate schedule.
Financial statcments must be prepared on the accrual basis of accounting in accordance with
generally accepted accounting principles (GAAD), and must include at a minimum a balancc
sheet and incoine and expense statement. The annual report will include separate reporting for
each water and waste disposal facility, and itemize cash accounts by type {debt service, short-
lived assets, etc.) under each facility. All records, books and supporting material are to be
retained for three years aftcr the issuance of the annual report. Technical assistance is available
at no cost with preparing financial reports.

The type of financial information that must be submitted is specified below:
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a. Audits — An annual audit under the Single Audit Act is required if you expend $750,000
or more in ['ederal financial assistance per fiscal year. The total Federal funds expended
from all sources shall be uscd to determine Federal financial assistance expended.
Expenditures of interim financing are considered Federal expenditures.

All audits are to be performed in accordance with 2 CFR Part 200, as adopted by USDA
through 2 CEFR Part 400. ['urther guidance on preparing an acceptable audit can be
obtaincd from the Agency. [t is not intended that audits required by this part be separate
and apart from audits performed in accordance with State and local laws. To the extent
feasible, the audit work should be done in cenjunction with thosc audits. The audit must
be prepared by an independent licensed Certified Public Aceountant, or a State or Federal
auditor if allowed by State law, and must be submitted within 9 inonths of your fiscal
year end.

If an audit is required, you must cnter into a writtcn agrecment with the auditor and
submit a copy to the Agency prior to the advertisement of bids. The audit agreement may
include terms and conditions that the borrower and auditor deem appropriate; however,
the agreement should include the type of audit or financial statements to be completed,
the time frame in which the audit or financial statements will be completed, what type of
reports will be generated from the services provided, and how irregularitics will be
reported.

b. Financial Statements — If you expend less than $750,000 in Federal financial assistance
per fiscal year, you may submit financial statements in lieu of an audit which include at a
minimum a balance sheet and an income and expense statement. You may use Form RD
442-2, “Statement of Budget, Income and Equity,” and 442-3, “Balance Sheet,” or
similar format to provide the financial information. The financial statements must be
signed by the appropriate borrower official and submitted within 60 days of your fiscal
year end.

¢. Quarterly Reports — Quarterly Income and Expense Statements will be required until
the processing office waives this requirement. You may use Form RD 442-2 or similar
format to provide this information, and the reports are to be signed by the appropriate
borrower official and submitted within 30 days of each quarter’s cnd. The Agency will
notify you in writing when the quarterly reports are no longer required.

41. Annual Budget and Projected Cash Flow - Thirty days prior to the beginning of each
fiscal year, you will be required to submit an annual budget and projected cash [low to this ofTice.
With the submission of the annual budget, you will be required to provide a current rate schedule,
and a current listing of the Board or Council members and their terms. The budget must be
signed by the appropriate borrower official. Form RD 442-2 or similar format may be uscd.

Tcchnical assistance is availablc at no cost to help you cvaluate and complete a rate analysis on
your system, as well as completing the annual budget. If you are interested, please contact our

olfice lor information,
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42, Vulnerability Assessment/Emergency Response Plan (VA/ERP) - You will be required
to submit a ccrtification to the servicing office every three years that the VA/ERP is current and
covers all sites related to the facility. The documcnts themsclves are not submitied to the
Agency. The VA/ERP must address potential impacts from natural disasters and other
emergency events. In particular, it should include plans to address impacts of flash flooding in
areas where severe drought or wildfires occur. The documents should be revicwed and updated
every three ycars at a minimum,

43. Insurance. You will be required to maintain insurance on the facility and employees as
previously described in this Ictter for the life of the loan.,

44. Statutory and National Policy Requirements — As a recipient of Federal funding, you are
required to comply with U.S. statutory and public policy requitements, including but not limitcd
to:

a, Section 504 of the Rehabilitation Act of 1973 — Under Section 504 of the Rehabilitation
Act of 1973, as amended (29 U.S.C. 794), no handicapped individual in the United States
shall, solely by reason of their handicap, be excluded from participation in, be denied the
bencfits of, or be subjected to discrimination under any program or activity receiving
Agency financial assistance.

b. Civil Rights Act of 1964 — All borrowers arc subjccet to, and [acilities must be operated
in accordance with, Title VI of the Civil Rights Act of 1964 (42 U.S.C. 2000d et seq.)
and 7 CFR 1901, Subpart E, particularly as it relates (o conducting and reporting of
compliance reviews. Instruments of conveyance for loans and/or grants subject to the
Act must contain the covenant requircd by Paragraph 1901.202(e) of this Title.

¢. The Americans with Disabilitics Act (ADA) of 1990 — This Act (42 U.S.C. 12101 ¢t
seq.) prohibits discrimination on the basis of disahility in employment, State and local
government services, public transportation, public accommodations, facilities, and
telecommunications.

d. Age Discrimination Act of 1975 This Act (42 U.S.C. 6101 et seq.) provides that no
person in the United States shall on the basis of age, be excluded from participation in, be
denied the benefits of, or be subjected to discrimination undcr any program or activity
recciving Federal linancial assistance.

¢. Limited English Proficiency (LEP) under Executive Order 13166 - LEP statutes and
authorities prohibit exclusion from participation in, denial of benefits of, and
discrimination undcr Federally-assisted and/or conducted programs on the ground of race,
color, or national origin. Title VI of the Civil Rights Act of 1964 covers program access
for LEP persons. LEP persons are individuals who do not speak English as their primary
language and who have a limited ability to read, speak, write, or understand English.
These individuals may be entitled to language assistance, free of charge. You must take
rcasonablc steps to ensure that LEP persons receive the language assistance necessary to
have meaningful access to USDA programs, scrvices, and information your organization
provides. These protections are pursuant to Executive Order 13166 entitled, “Improving
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FEngineer

ACRONYMS:

ABA - Architectural Barriers Act

ACH — Automated Clearing House

AD — Agriculture Department

ADA — Age Discrimination Act

CFDA - Catalog of Federal Domestic Assistance

CFR - Code of Federal Regulations

CPAP - Commercial Programs Application Processing
DUNS ~ Dun and Bradstreet Data Universal Numbering System
EJCDC — Engineers Joint Contract Documents Committec
ERP — Emergency Response Plan

GAAP — Generally Accepted Accounting Principlcs
LEP — Limited English Proficiency

OC — Owner Construction

OPS — Owner-Performed Services

0O&M — Operation and Maintenance

PER — Preliminary Engineering Report

RD — Rural Development

RUS - Rural Utilitics Service

SAM - - System for Award Management

SF - Standard Form

UCC — Uniform Commercial Code

USC — Unitcd States Code

USDA — United States Department of Agriculture

VA — Vulnerability Assessment
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FORMS and BULLETINS:

Form AD-3031 “Assurance Regarding Felony Convictions or Tax Delinquent Status for
Corporate Applicants” — Item 29

Intcrnal Revenue Scrvice Form 1023, Appendix A, “Sample Conflict of Interest Policy” - [tem
15

Form RD 440-22, “Promissory Note” — Item 5

Form RD 440-24, “Position Fidelity Schedule Bond” — Item 28

Form RD 442-2, “Statement of Budget, Income and Equity” — Items 44 and 45

Form RD 442-3, “Balance Sheet” — Item 44

Form RD 442-7, “Operating Budget” — Item 21

Form RD 442-20, “Right-of-Way Easement” — ltem 14

Fomt RD 442-21, “Right-of-Way Certificate” — Item 14

Form RD 442-22, “Opinion of Counsel Relative (o Rights-of-Way” — Item 14

Form RD 1927-9, “Preliminary Title Opinion” — Item 14

Form RD 1927-10, “Final Title Opinion” — Item 27

Form RD 1940-1, “Request for Obligation of Funds” ~ Pages 1 and 2

Form RD 1942-8, “Resolution of Members or Stockholders” Item 5

Form RD 1942-46, “Lctter of [ntent to Mcct Conditions™ — Page 1

Form RDD 3550-28, “Authorization Agreement for Preauthorized Payments” — Items 6 and 30

Form UCC-1, “Financing Statemen(” — [iem $

Form UCC-1Ad, “UCC Financing Statement Addendum” — Item S

SF 3881, “ACH Vendor/Miscellaneous Payment Enrollment Form™ — Items 8 and 18

RUS Bulletin 1780-7, “l.egal Services Agreement” — Item 13

RUS Bulletin 1780-9, “Water Users Agreement” - Items 15 and 19

RUS Bulletin 1780-12, “Water and Waste System Grant Agreement” — Page 1 and Item 5

RUS Bulletin 1780-26, “Guidance for the Use of EICDC Documents on Water and Waste
Projccts with RUS Financial Assistance” — Items 11 and 12

RUS Bulletin 1780-27, “T.oan Resolution (Public Bodies)” —Item 5

RUS Bulletin 1780-28, “Loan Resolution Security Agreement” — Item 5
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[The following two appendices are included as required by 2 CFR Parts 25 and 170 and apply to
ali direct and guaranteed lcans and grants]

Appendix A

2CFR Part 25

SYSTEM FOR AWARD MANAGEMENT AND UNIVERSAL IDENTIFIER
REQUIREMENTS

A. Requirement for System for Award
Management

Unless you are exempted from this requirement under 2 CFR 25.110, you as the recipicnt
must maintain the currency of your information in the SAM until you submit the final
financial report required under this award or receive the final payment, whichever is later.
This requires that you review and update the information at least annually afier the initial
registration, and more frequently if required by changes in your information or another
appendix.

B. Requirement for unique entity identifier
If you are authorized to make subawards under this award, you:

1. Must notify potential subrecipients that no cntity (see definition in paragraph C of this
appendix) may receive a subaward from you unless the entity has provided its unique
entity identifier to you.

2. May not make a subaward to an entity unless the entity has provided its unique cntity
idcntifier to you.

C. Definitions
For purposcs of this appendix:
1. System for Award Management (SAM) means the Federal repository into which an
cnfity must provide information required for the conduct of business as a recipient.

Additional information about registration procedurcs may be found at the SAM
Internet site (currently at http://www.sam.gov).
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2. Unique entity identifier means the identifier required for SAM rcgistration to
uniquely identify business entities.

3. Enftity, as it is used in this appendix, means all of the following, as delined at 2 CFR
part 25, subpart C:

a. A Governmental organization, which is a Statc, local government, or Indian
Tribe;

b. A foreign public cntity;
¢. A domestic or foreign nonprofit organization,;
d. A domestic or foreign [or-profit organization; and
€. A Iederal agency, but only as a subrecipient under an award or subaward to a
non-Federal entity.
4. Subaward:

a. This term means a legal instrument to providc support for the performance of any
portion of the substantive project or program for which you received this
award and that you as the recipient award 1o an eligible subrecipient.

b. The term does not include your procurement of property and services needed to
carry out the project or program (for furlher explanation, see 2 CFR 200.330).

¢. A subaward may be provided through any lcgal agreement, including an
agreement that you consider a contract.

5. Subrecipient means an entity that:

a. Receives a subaward from you under this award; and
b. Is accountable to you for the use of the ['ederal funds provided by the subaward.

[75 FR 55673, Sept. 14, 2010, as amended at 79 FR 75879, Dcc. 19, 2014; 80 FR 54407, Sept.
10, 2015]
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Appendix B
2 CFR Part 170

Reporting Subawards and Exceutive Compensation

a. Reporting of first-tier subawards.

1. Applicability. Unlcss you arc cxempt as provided in paragraph d. of this appendix, you
must report each action that ohligates $25,000 or more in Federal funds that does not
include Recovery [unds (as defined in section 1512(a)(2) of the American Recovery and
Reinvestment Act of 2009, Pub. L. 111-5) for a subaward to an entity (see definitions in
paragraph e. of this appendix).

2. Where and when to report.

i. You must report each obligating action described in paragraph a.1. of this
appendix to hitp://www.fsrs.gov.

ii. For suhaward information, report no later than the end of the month following the
month in which the obligation was made. (For example, if the obligation was
made on November 7, 2010, the obligation must be reported by no later than
Dccemnber 31, 2010.)

3. Whal to report. You must report the information about each obligating action listed 1n the
submission instructions posted at http.//www.fsrs.gov.

b. Reporting Total Compensation of Recipient Executives.

1. Applicability and what to report. You must repori total compensation for each of your
five most highly compensated executives for the preceding completed fiscal year, if—

1. the total Federal funding authorized to datc under this award is $25,000 or more;
ii. in the preceding [iscal year, you received—

{A) 80 percent or more of your annual gross revenues from Federal procurement
contracts (and subcontracts) and Federal financial assistance subject to the
Transparency Act, as defined at 2 CFR 170.320 (and subawards); and

(B) $25,000,000 or more in annual gross revenues from Federal procurement

conlracts (and subcontracts) and Federal {inancial assistance subject to the
Transparency Act, as defined at 2 CFR 170.320 {(and subawards); and
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iii. The public does not have access 1o information about the compensation of the
executives through periodic reports filed under section 13(a) or 15(d) of the
Sccurities Exchange Act of 1934 (15 U.S.C. 78m(a), 780(d)) or section 6104 of
the Internal Revenue Code of 1986. (1o determinc if the public has access to the
compensation information, see the [J.S. Security and Exchange Commission total
compensation filings at http://www,sec.gov/answers/execomp.htm.)

Where and when o report. You must report executive total compensation described in
paragraph b.1. of this appendix:

1. As part of your registration profile at https://www.sam.gov.

ii. By the end of the month following the month in which this award is made, and
annually thereafter.

c. Reporting of Total Compensation of Subrecipient Exccutives,

1.

Applicability and what to report. Unlcss you are exempt as provided in paragraph d. of
this appendix, for each first-tier suhrecipient under this award, you shall report the names
and total compcnsation of each of the subrecipient's five most highly compensated
executives for the subrecipient's preceding completed fiscal year, if—

i. in the subrecipient's preceding fiscal ycar, the subrccipient received—

{A) 80 percent or more of its annual gross revenues from Federal procurcment
contracts (and subcontracts) and I'ederal financial assistance suhject to the
Transparency Act, as defined at 2 CFR 170.320 (and subawards); and

(B) $25,000,000 or more in annual gross revenues from Federal procurement
contracts (and subcontracts), and Federal financial assistance subject to the
Transparency Act (and subawards); and

ii. The public does not have access to information about the compensation of the
cxceutives through periodic reports filed under section 13(a) or 15(d) of the
Securities Exchange Act of 1934 (15 U.S.C. 78m(a), 780(d)) or scetion 6104 of
the Internal Revenue Code of 1986. (To determine if the puhlic has access to the
compensation information, see the U.S. Sccurity and Exchange Commission total
compensation filings at hitp://www.sec.gov/answers/execomp.htm.)

Where and when to report. You must report suhrecipient executive total compensation
described in paragraph c.1. of this appendix:

i To the recipient,

ii. By the end of the month following the month during which you make the
subaward. For cxample, if a subaward is obligated on any date during the month
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d. Exemptions

of October of a given year (i.e., between October 1 and 31), you must report any
rcquired compensation information of the subrecipient by November 30 of that
year.

If, in the previous tax year, you had gross income, from all sources, under $300,000, you are
exempt from the requirements to report:

Subawards, and

The fotal compensation of the five most highly compensated executives of any
subrecipient.

e. Definitions. For purposes of this appendix:

I. Entity means all of the following, as dcfined in 2 CFR part 25:

il.

iii,

iv.

A Governmental organization, which is a State, local government, or Indian tribe;
A foreign public entity;

A domestic or forcign nonprofit organization;

A domestic or loreign for-profit organization;

A Tederal agency, but only as a subrecipient under an award or subaward to a
non-Fedcral entity.,

2. Exccutive means officers, managing partners, or any other employees in management
positions.

3. Subaward:

ii.

iii.

This term means a legal instrument to provide support for the performance of any
portion of the substantive project or program for which you reccived this award
and that you as the recipient award to an eligible subrecipient.

The tenm does not include your procurerment of property and services needed to
carry out the project or program (for further explanation, see Sec.  .210 of the
attachment to OMDB Circular A-133, “Audits of States, Local Governments, and
Non-Profit Organizations™).

A subaward may be provided through any legal agreement, including an
agreement that you or & subrccipicnt considers a conltract.
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4. Subrecipient means an entity that:

i.

ii.

Receives a subaward from you (the recipient) under this award; and

Is accountable to you for the use of the Federal funds provided by the subaward.

5. Total compensation means the cash and noncash dollar value earned by the cxccutive
during the recipient's or subrecipient's preceding fiscal year and includes the following
(for morc information scc 17 CFR 229.402(¢)(2)):

1.

ii.

iii.

iv.

vi.

Salary and bonus,

Awards of stock, stock options, and stock appreciation rights. Use the dollar
amount rccognized for financial statement reporting purposcs with respect to the
fiscal year in accordance with the Statement of Financial Accounting Standards
No. 123 (Revised 2004) (FAS 123R), Shared Based "ayments.

Earnings for services under non-equity incentive plans. This does not include
group life, health, hospitalization or mcdical reimbursement pians that do not
discriminate in favor of executives, and are available generally to all salaried
employees.

Change in pension value. This is the change in present value of defined benefit
and actuarial pension plans,

Above-market earnings on deferred compensation which is not tax-qualified.

Other compensation, if the aggregate valuc of all such other compensation (e.g.
severance, termination payments, value of life insurance paid on behalf of the
employee, perquisiles or property) for the executive exceeds $10,000.

[75 FR 55669, Sept. 14, 2010, as amended at 79 FR 75879, Dec. 19, 2014]
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Rural Development
Camden Area Office

321 Depot Street
Camden, AL 36726

Voice 334.682.4116
Fax 855.840.7764

September 18, 2018

City of Uniontown
Jamaal Hunter, Mayor
100 Front Street
Uniontown, AL 36786

SUBJECT: City of Uniontown
Sewage Collection & Treatment Rehab 2018
Wastewater Application
Grant - $23,506,504.00
State of Alabama Funds - $3,287,500.00
CDBG/HUD - $325,000.00
DRA - $4,200,000.00

Dear Mayor Hunter:

This letter establishes conditions which must be understood and agreed to by you before
further consideration may be given to your application. The grant will be administered
on behalf of the Rural Utilities Service (RUS) by the State and Area staff of USDA
Rural Development, both of which are referred to throughout this letter as the Agency.
Any changes in project cost, source of funds, scope of project, or any other significant
changes in the project or applicant must be reported to and concurred with by the
Agency by written amendment to this letter. If significant changes are made without
obtaining such concurrence, the Agency may discontinue processing of the application.

All conditions set forth under Section I11 — Requirements Prior to Advertising for Bids
must be met within 120 days of the date of this letter. If you have not met these
conditions, the Agency reserves the right to discontinue the processing of your
application.

If you agree to meet the conditions set forth in this letter and desire further consideration
be given to your application, please complete and return the following forms within 10
days:

Form RD 1942-46, “Letter of Intent to Meet Conditions”
Form RD 1940-1, “Request for Obligation of Funds”
RUS Bulletin 1780-12, “Water and Waste System Grant Agreement”

The grant will be considered approved on the date Form RD 1940-1, “Request for
Obligation of Funds,” is signed by the approving official. Thus, this letter in itself does
not constitute loan and/or grant approval, nor does it ensure that funds are or will be
available for the project. When funds are available, the Form 1940-1 will be provided to

USDA is an equal opportunity provider, employer, and lender.
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you for your signature. After you sign and return the form to the Agency, the request will
be processed and grant funds will be approved and obligated.

Extra copies of this letter are being provided for use by your engineer, attorney, bond counsel
and accountant. All parties may access information and regulations referenced in this letter at
our website located at www.rd.usda.gov.

The conditions are as follows:

SECTION I - PROJECT DETAIL

1. Project Description — Funds will be used for Sewage Collection & Treatment Rehab.

Facilities will be designed and constructed in accordance with sound engineering practices and
must meet the requirements of Federal, State, and local agencies. The proposed facility design
must be based on the Preliminary Engineering Report (PER) as concurred with by the Agency.

2. Project Funding — The Agency is offering the following funding for your project:

Agency Grant - $ 23,506,504.00

This offer is based upon the following additional funding being obtained.

[State of Alabama ] - $ [3,287,500.00]
[CDBG/HUD ] - $ [ 325,000.00 ]
[DRA ]- $ [4,200,000.00]

TOTAL PROJECT COST - $[31,319.004.00]

This funding is offered based on the amounts stated above. Prior to loan closing, any increase in
non-Agency funding will be applied first as a reduction to Agency grant funds, up to the total
amount of the grant.

Any changes in funding sources following obligation of Agency funds must be reported to the
processing official. Project feasibility and funding will be reassessed if there is a significant
change in project costs after bids are received. If actual project costs exceed the project cost
estimates, an additional contribution by the Owner may be necessary. Prior to advertisement for
construction bids, you must provide evidence of applicant contributions and approval of other
funding sources. This evidence should include a copy of the commitment letter. Agency funds
will not be used to pre-finance funds committed to the project from other sources.

3. American Iron and Steel — Section 746 of Title V11 of the Consolidated Appropriations Act
of 2017 (Division A - Agriculture, Rural Development, Food and Drug Administration, and
Related Agencies Appropriations Act, 2017) and subsequent statutes mandating domestic

2
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preference applies a new American Iron and Steel (AIS) requirement to obligations made after
May 5th, 2017:

(1) No Federal funds made available for this fiscal year for the rural water, waste water, waste
disposal, and solid waste management programs authorized by the Consolidated Farm and
Rural Development Act (7 U.S.C. 1926 et seq.) shall be used for a project for the
construction, alteration, maintenance, or repair of a public water or wastewater system unless
all of the iron and steel products used in the project are produced in the United States.

(2) The term “iron and steel products” means the following products made primarily of iron or
steel: lined or unlined pipes and fittings, manhole covers and other municipal castings,
hydrants, tanks, flanges, pipe clamps and restraints, valves, structural steel, reinforced precast
concrete, and construction materials.

(3) The requirement shall not apply in any case or category of cases in which the Secretary of
Agriculture (in this section referred to as the “Secretary”) or the designee of the Secretary
finds that—

(a) applying the requirement would be inconsistent with the public interest;

(b) iron and steel products are not produced in the United States in sufficient and reasonably
available quantities or of a satisfactory quality; or

(c) inclusion of iron and steel products produced in the United States will increase the cost of
the overall project by more than 25 percent.”

Owners are ultimately responsible for compliance with AIS requirements and will be responsible
for the following:

(a) Signing loan resolutions, grant agreements and letters of intent to meet conditions which
include AIS language, accepting AlS requirements in those documents and in the letter of
conditions.

(b) Signing change orders (i.e. C-941 of EJCDC) and partial payment estimates (i.e. C-620 of
EJCDC) and thereby acknowledging responsibility for compliance with American and
Iron Steel requirements.

(c) Obtaining the certification letters from the consulting engineer upon substantial
completion of the project and maintaining this documentation for the life of the loan.

(d) Where the owner provides their own engineering and/or construction services, providing
copies of engineers’, contractors’, and manufacturers’ certification letters (as applicable)
to the Agency to insert into the Agency file. All certification letters must be kept in the
engineer’s project file and on site during construction. For Owner Construction (Force
Account), all clauses from Section 17 must be included in the Agreement for Engineering
Services.

(e) Where the owner directly procures AIS products, including AIS clauses in the
procurement contracts and obtaining manufacturers’ certification letters and providing
copies to consulting engineers and contractors.

4. Project Budget — Funding from all sources has been budgeted for the estimated expenditures
as follows:
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Project Costs: Total Budgeted:

Administration/Legal $[10,000.00]

Development/ Construction [25,424,000.00]

Contingency [2,542,400.00]
Includes:
Preliminary Engineering Report [ |
Environmental Report [ |
PreDevelopment [263,500.00]
Design [1,938,140.00]
Construction Administration (Inspection) [559,300.00]
Additional [96,300.00]

Equipment [130,000.00]

Interest - Interim [ |

Interest - Agency [ |

Land and Rights-of-Way [ 80,000.00 ]

Legal Fees - Local Attorney [ |

Legal Fees - Bond Counsel | |

[Electrical Service] [50,000.00]

[ALDOT Permit] [80,000.00]

[ADEM Permit] [12,650.00]

[Advertising] [18,710.00]

[Railroad Fees] [45,000.00]

TOTAL PROJECT COST [31,250,000.00]

Obligated loan or grant funds not needed to complete the proposed project will be deobligated
prior to start of construction. Any reduction will be applied to grant funds first. An amended
letter of conditions will be issued for any changes to the total project budget.

SECTION I -GRANT TERMS

5. Security — Additional security requirements are contained in RUS Bulletin 1780-12, “Water
and Waste System Grant Agreement,” and RUS Bulletin 1780-27, “Loan Resolution (Public
Bodies).” A draft of all security instruments, including draft bond resolution, must be reviewed
and concurred in by the Agency prior to advertising for bids. The bond resolution and Loan
Resolution must be duly adopted and executed prior to loan closing. The Grant Agreement must
be fully executed prior to the first disbursement of grant funds.

6. Construction Completion Timeframe - All projects must be completed and all funds
disbursed within five years of obligation. If funds are not disbursed within five years of
obligation, you must submit to the Agency a written request for extension of time with adequate
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justification of circumstances beyond your control. Requests for waivers beyond the initial
extension will be submitted to the Assistant Administrator for concurrence decision.

7. Disbursement of Agency Funds - Agency funds will be disbursed into the borrower’s
depository account through an electronic transfer system. SF 3881, “ACH
Vendor/Miscellaneous Payment Enrollment Form,” must be completed and submitted to the
Agency prior to advertising for bids.

Any applicant contribution will be the first funds expended, followed by other funding sources.
Interim financing or Agency loan funds will be expended after all other funding sources unless a
written agreement is reached with all other funding sources on how funds are to be disbursed
prior to start of construction or loan closing, whichever occurs first. Interim financing funds or
Agency loan funds must be used prior to the use of Agency grant funds. The Grant Agreement
must not be closed and funds must not be disbursed prior to loan funds except as specified in
RUS Instruction 1780.45(d). In the unlikely event the Agency mistakenly disburses funds, the
funds will be remitted back to the Agency electronically.

Grant funds are to be deposited in an interest-bearing account (exception provided below) in
accordance with 2 CFR Part 200 and interest in excess of $500 per year remitted to the Agency.
The funds should be disbursed by the recipient immediately upon receipt and there should be
little interest accrual on the Federal funds. Recipients shall maintain advances of Federal funds
in interest-bearing accounts, unless:

a. The recipient receives less than $120,000 in Federal awards per year.

b. The best reasonably available interest-bearing account would not be expected to earn
interest in excess of $500 per year on Federal cash balances.

c. The depository would require an average or minimum balance so high that it would not
be feasible within the expected Federal and non-Federal cash resources.

d. A foreign government or banking system prohibits or precludes interest-bearing
accounts.

8. Reserves — Reserves must be properly budgeted to maintain the financial viability and
sustainability of any operation. Reserves are important to fund unanticipated emergency
maintenance and repairs, and assist with debt service should the need arise. The following
reserves are required to be established as a condition of this loan:

a. Debt Service Reserve — As a part of this Agency loan proposal, you must establish a
debt service reserve fund equal to at least one annual loan installment of the existing loan,
General Obligation Sewer Warrant Series 2013, that accumulates at the rate of 10% of
one annual payment per year for ten years or until the balance is equal to one annual loan
payment. Ten percent of the existing loan installment would equal $ 991.17 per month;
this amount should be deposited monthly until a total of $ 118,938.00 has accumulated.
Prior written concurrence from the Agency must be obtained before funds may be
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withdrawn from this account during the life of the loan. When funds are withdrawn
during the life of the loan, deposits will continue as designated above until the fully-
funded amount is reached.

b. Short-Lived Asset Reserve — In addition to the debt service reserve fund, you must
establish a short-lived asset reserve fund. Based on the preliminary engineering report,
you must deposit at least $7,987.00 into the short-lived asset reserve fund annually for the
life of the loan to pay for repairs and/or replacement of major system assets. It is your
responsibility to assess your facility’s short-lived asset needs on a regular basis and adjust
the amount deposited to meet those needs.

Current assets can also be used to establish and maintain reserves for expected expenses,

including but not limited to operation and maintenance, deferred interest during the construction
period, and an asset management program.

SECTION Il -REQUIREMENTS PRIOR TO ADVERTISING FOR BIDS

9. Environmental Requirements — At the conclusion of the proposal’s environmental
review process, specific action(s) were determined necessary to avoid or minimize adverse
environmental impacts. As outlined in the Environmental Report dated August 13, 2018, the
following [action is / actions are] required for successful completion of the project and must be
adhered to during project design and construction:

The project as proposed has been evaluated to be consistent with the National Environmental
Policy Act. Other Federal, State, tribal, and local laws, regulations and or permits may apply or
be required. If the project or any project element deviates from or is modified from the
originally-approved project, additional environmental review may be required.

10. Engineering Services — You have been required to complete an Agreement for
Engineering Services, which should consist of the Engineers Joint Contract Documents
Committee (EJCDC) documents as indicated in RUS Bulletin 1780-26, “Guidance for the Use of
EJCDC Documents on Water and Waste Projects with RUS Financial Assistance,” or other
approved form of agreement. The Agency will provide concurrence prior to advertising for bids,
and must approve any modifications to this agreement.

11. Contract Documents, Final Plans, and Specifications

a. The contract documents must consist of the EJCDC construction contract documents as
indicated in RUS Bulletin 1780-26 or other Agency-approved forms of agreement.

b. The contract documents, final plans, and specifications must comply with RUS
Instruction 1780, Subpart C — Planning, Designing, Bidding, Contracting, Constructing
and Inspections, and must be submitted to the Agency for concurrence prior to
advertising for bids along with an updated cost estimate. The Agency may require
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another updated cost estimate if a significant amount of time elapses between the original
submission and advertising for bids.

c. The use of any procurement method other than competitive sealed bids must be requested
in writing and approved by the Agency.

12. Legal Services — You have been required to execute a legal services agreement with your
attorney and bond counsel, if applicable, for any legal work needed in connection with this
project. The agreement should stipulate an hourly rate for the work, with a “not to exceed”
amount for the services, including reimbursable expenses. RUS Bulletin 1780-7, “Legal
Services Agreement,” or similar format may be used. The Agency will provide concurrence
prior to advertising for bids. Any changes to the fees or services spelled out in the original
agreement must be reflected in an amendment to the agreement and have prior Agency
concurrence.

13. Property Rights - Prior to advertising for bids, you and your legal counsel must furnish
satisfactory evidence that you have or can obtain adequate continuous and valid control over the
lands and rights-of-way needed for the project. Acquisitions of necessary land and rights must
be accomplished in accordance with the Uniform Relocation Assistance and Real Property
Acquisition Policies Act. Such control over the lands and rights will be evidenced by the
following:

a. Right-of-Way Map - Your engineer will provide a map clearly showing the location of
all lands and rights-of-way needed for the project. The map must designate public and
private lands and rights and the appropriate legal ownership thereof.

b. Form RD 442-20, “Right-of-Way Easement” — This form may be used to obtain any
necessary easements for the proposed project.

c. Form RD 442-21, “Right-of-Way Certificate” — You will provide a certification on this
form that all right-of-way requirements have been obtained for the proposed project.

d. Form RD 442-22, “Opinion of Counsel Relative to Rights-of-Way” — Your attorney
will provide a certification and legal opinion on this form addressing rights-of-way,
easements, and title.

#e. Preliminary Title Work (Title Opinion) — When applicable, your attorney will provide
a preliminary title opinion for any property related to the facility, currently owned and to
be acquired, along with copies of deeds, contracts or options for purchasing said property.
Form RD 1927-9, “Preliminary Title Opinion,” may be used.

#e. Preliminary Title Work — (Title Insurance) — When applicable, a title insurance binder
will be required on all real estate related to the facility now owned and property to be
acquired in connection with this project. The policy should name the United States of
America, acting through the United States Department of Agriculture, as the proposed
insured.

The approving official may waive title defects or restrictions, such as utility easements, that do
not adversely affect the suitability, successful operation, security value, or transferability of the
facility. Any such waivers must be provided by the approving official in writing prior to closing
or the start of construction, whichever occurs first.
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You are responsible for the acquisition of all property rights necessary for the project and for
determining that prices paid are reasonable and fair. The Agency may require an appraisal by an
independent appraiser or Agency employee in order to validate the price to be paid.

14. System Policies, Procedures, Contracts, and Agreements — The facility must be operated
on a sound business plan. You must adopt policies, procedures, and/or ordinances outlining the
conditions of service and use of the proposed system. Mandatory connection policies should be
used where enforceable. The policies, procedures, and/or ordinances must contain an effective
collection policy for accounts not paid in full within a specified number of days after the date of
billing. They should include appropriate late fees, specified timeframes for disconnection of
service, and reconnection fees. A draft of these policies, procedures, and/or ordinances must be
submitted for Agency review and concurrence, along with the documents below, before closing
instructions may be issued unless otherwise stated.

a. Conflict of Interest Policy — Prior to obligation of funds, you must certify in writing that
your organization has in place an up-to-date written policy on conflict of interest. The
policy will include, at a minimum: (1) a requirement for those with a conflict or potential
conflict to disclose the conflict/potential conflict; (2) a clause that prohibits interested
members of the applicant’s governing body from voting on any matter in which there is a
conflict, and (3) a description of the specific process by which the governing body will
manage identified or potential conflicts.

You must also submit a disclosure of planned or potential transactions related to the use
of Federal funds that may constitute or present the appearance of personal or
organizational conflict of interest. Disclosure must be in the form of a written letter
signed and dated by the applicant’s official. A negative disclosure in the same format is
required if no conflicts are anticipated.

Sample conflict of interest policies may be found at the National Council of Nonprofits
website, https://www.councilofnonprofits.org/tools-resources/conflict-of-interest, or in
Internal Revenue Service Form 1023, Appendix A, “Sample Conflict of Interest Policy,”
at http://www.irs.gov/pub/irs-pdf/i1023.pdf. Though these examples reference non-profit
corporations, the requirement applies to all types of Agency borrowers.

Assistance in developing a conflict of interest policy is available through Agency-
contracted technical assistance providers if desired.

b. Sewage Treatment Contract — Any proposals to purchase sewage treatment services
must be evidenced by a sewage treatment contract. A draft of the proposed contract must
be submitted to the Agency for review and concurrence prior to advertising for bids. The
draft contract must meet the requirements of RUS Instruction 1780.62.

c. Sewer User Agreement — Projects not involving mandatory connection require users to
execute a Sewer Users Agreement. The draft agreement must receive RD concurrence
prior to advertising for bids. RUS Bulletin 1780-9, “Water Users Agreement,” or similar
format may be used.
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. Contracts for Other Services/Lease Agreement — Drafts of any contracts or other

forms of agreements for other services, including audit, management, operation, and
maintenance, or lease agreements covering real property essential to the successful
operation of the facility, must be submitted to the Agency for review and concurrence
prior to advertising for bids.

Establishment of a Utilities Board - City of Uniontown must establish a Utilities Board
for the operations of the Water and Sewer System. Provide a copy of proposed Articles of
Incorporation and By-Laws for Agency review and concurrence.

Mandatory Ordinance for Hook-ups - Implementation of a mandatory ordinance for
hook-ups on water and sewer within city’s jurisdiction. This ordinance must be enforced
by the city and the newly formed Utilities Board.

On-site Management - Applicant must advertise for on-site management ( day to day
management) on a contractual basis. All contracts must be reviewed and concurred by
USDA Rural Development prior to acceptance by the Utilties Board.

. Annual Mandatory Training - All Board members must comply with the Annual

Mandatory Training requirement in order to remain a viable board member.

Other agreements with governments or other entities regarding joint operation of
facilities, granting authority to Agency borrower for providing service within another
entity’s service area, etc. The draft agreement must receive Agency concurrence prior to
advertising for bids.

Fully executed copies of any policies, procedures, ordinances, contracts, or agreements must be
submitted prior to loan closing, with the exception of the conflict of interest policy, which must
be in place prior to obligation of funds.

15. Closing Instructions — The Agency will prepare closing instructions as soon as the
requirements of the previous paragraphs are complete, as well as a draft of the security
instrument(s). Closing instructions must be obtained prior to advertising for bids.

16.

Construction Account — You must establish a construction account for all funds related

to the project. Construction funds will be deposited with an acceptable financial institution or
depository that meets the requirements of 31 CFR Part 202. A separate account will not be
required for Federal funds and other funds; however, the recipient must be able to separately
identify, report, and account for all Federal funds, including the receipt, obligation and
expenditure of funds. Financial institutions or depositaries accepting deposits of public funds

and providing other financial agency services to the Federal Government are required to pledge
adequate, acceptable securities as collateral, in accordance with 31 CFR Part 202. All funds in
the account will be secured by a collateral pledge equaling at least 100% of the highest amount
of funds expected to be deposited in the construction account at any one time. Your financial
institution can provide additional guidance on collateral pledge requirements.

Agency funds will be disbursed into the borrower’s depository account through an electronic

transfer system. SF 3881, “ACH Vendor/Miscellaneous Payment Enrollment Form,” must be
completed and submitted to the Agency prior to advertising for bids.
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17.  System Users — This letter of conditions is based upon your indication at application that
there will be at least [787] residential users, [33] non-residential users on the system when
construction is completed.

Before the Agency can agree to the project being advertised for construction bids, you must
certify that the number of users indicated at application are currently using the system or signed
up to use the system once it is operational.

If the actual number of existing and/or proposed users that have signed up for service is less than
the number indicated at the time of application, you must provide the Agency with a written plan
on how you will obtain the necessary revenue to adequately cash flow the expected operation,
maintenance, debt service, and reserve requirements of the proposed project (e.g., increase user
rates, sign up an adequate number of other users, reduce project scope, etc.). Similar action is
required if there is cause to modify the anticipated flows or volumes presented following
approval.

If you are relying on mandatory connection requirements, you must provide evidence of the
authorizing ordinance or statute along with your user certification.

a. Sewer User Agreements — Users will be required to execute a Sewer Users Agreement
prior to advertising for construction bids. The amount of cash contributions required will
be set by you and concurred with by the Agency. Contributions should be an amount
high enough to indicate sincere interest on the part of the potential user, but not so high as
to preclude service to low income families, and have a deadline for the contribution to be
used or forfeited. RUS Bulletin 1780-9, “Water Users Agreement,” or similar agreement
may be used.

b. Service Declination Statement — Each potential user who is located along planned lines
and declines the offered service will be provided an opportunity to sign a “Service
Declination Statement.”

18.  Other Funding — Prior to advertising for bids, you must provide evidence of applicant
contributions and approval of other funding sources. This evidence should include a copy of the
commitment letter from each source.

19. Proposed Operating Budget — You must establish and/or maintain a rate schedule that
provides adequate income to meet the minimum requirements for operation and maintenance
(O&M), debt service, and reserves. Prior to advertising for bids, you must submit a proposed
annual operating budget to the Agency which supports the operation, maintenance, debt service,
and reserves, as well as your proposed rate schedule. The operating budget should be based on a
typical year cash flow after completion of the construction phase and should be signed by the
appropriate official of your organization. Form RD 442-7, “Operating Budget,” or similar
format may be utilized for this purpose. It is expected that O&M will change over each
successive year and user rates will need to be adjusted on a regular basis.
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Technical assistance is available at no cost to help you evaluate and complete a rate analysis on
your system. This assistance is available free to your organization. If you are interested please
contact our office for information.

20. Permits —The owner or responsible party will be required to obtain all applicable permits
for the project, prior to advertising for bids. The consulting engineer must submit written
evidence that all applicable permits required prior to construction have been obtained with
submission to the Agency of the final plans, specifications, and bid documents.

21. Vulnerability Assessment/Emergency Response Plan (VA/ERP) — The Agency requires
all financed water and wastewater systems to have a VA/ERP in place. Borrowers with existing
systems must provide a certification that a VA/ERP has been completed prior to advertising for
bids. The VA/ERP documents themselves are not submitted to the Agency. The VA/ERP must
address potential impacts from natural disasters and other emergency events. In particular, it
should include plans to address impacts of flash flooding in areas where severe drought or
wildfires occur. The documents should be reviewed and updated every three years at a minimum.

For new systems, see Section V of this letter of conditions. For VA/ERP requirements
throughout the life of the loan, see Section VII. Technical assistance at no cost is available in
preparing these documents.

22. Bid Authorization - Once all the conditions outlined in Section 111 of this letter have
been met, the Agency will authorize you to advertise the project for construction bids. Such
advertisement must be in accordance with applicable State statutes.

SECTION IV - REQUIREMENTS PRIOR TO START OF CONSTRUCTION

23. Bid Tabulation — Immediately after bid opening, you must provide the Agency with the
bid tabulation and your engineer’s evaluation of bids and recommendations for contract awards.
If the Agency agrees that the construction bids received are acceptable, adequate funds are
available to cover the total project costs, and all the requirements of Section Il of this letter have
been satisfied, the Agency will authorize you to issue the Notice of Award.

a. Cost Overruns. If bids are higher than expected, or if unexpected construction problems
are encountered, you must utilize all options to reduce cost overruns. Negotiations,
redesign, use of bidding alternatives, rebidding or other means will be considered prior to
commitment of subsequent funding by the Agency. Any requests for subsequent funding
to cover cost overruns will be contingent on the availability of funds. Cost overruns
exceeding 20% of the development cost at time of loan or grant approval or where the
scope of the original purpose has changed will compete for funds with all other
applications on hand as of that date.

b. Excess Funds. If bids are lower than anticipated at time of obligation, excess funds must
be deobligated prior to start of construction except in the cases addressed in this
paragraph. In cases where the original PER for the project included items that were not
bid, or were bid as an alternate, the State Office official may modify the project to fully
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utilize obligated funds for those items. Amendments to the PER, ER, and letter of
conditions may be needed for any work not included in the original project scope. Inall
cases, prior to start of construction, excess funds will be deobligated, with grant funds
being deobligated first. Excess funds do not include contingency funds as described in
this letter.

24, Contract Review — Your attorney will certify that the executed contract documents,
including performance and payment, if required, are adequate and that the persons executing
these documents have been properly authorized to do so in accordance with RUS Instruction
1780.61(b).

Once your attorney has certified that they are acceptable, the contract documents will be
submitted to the Agency for its concurrence. The Notice to Proceed cannot be issued until the
Agency has concurred with the construction contracts.

25. Final Rights-of-Way — If any of the rights-of-way forms listed previously in this letter
contain exceptions that do not adversely affect the suitability, successful operation, security
value, or transferability of the facility, the approving official must provide a written waiver prior
to the issuance of the Notice to Proceed. For projects involving the acquisition of land, you must
provide evidence that you have clear title to the land prior to the issuance of the Notice to
Proceed.

Final Title Work - Your attorney must furnish a separate final title opinion on all existing real
property related to the facility, now owned and to be acquired for this project, as of the day of
loan closing or start of construction, whichever occurs first. Form RD 1927-10, “Final Title
Opinion” may be used.

Final Title Work - Immediately after closing or prior to the start of construction, whichever
comes first, a Title Insurance Policy must be provided for all existing real property related to the
facility, now owned and to be acquired for this project.

26. Insurance and Bonding Requirements - Prior to the start of construction or loan closing,
whichever occurs first, you must acquire and submit to the Agency proof of the types of
insurance and bond coverage for the borrower shown below. The use of deductibles may be
allowed, providing you have the financial resources to cover potential claims requiring payment
of the deductible. The Agency strongly recommends that you have your engineer, attorney, and
insurance provider(s) review proposed types and amounts of coverage, including any exclusions
and deductible provisions. It is your responsibility and not that of the Agency to assure that
adequate insurance and fidelity or employee dishonesty bond coverage is maintained.

a. General Liability Insurance — Include vehicular coverage.

b. Workers’ Compensation — In accordance with appropriate State laws.

c. Fidelity or Employee Dishonesty Bonds — Include coverage for all persons who have
access to funds, including persons working under a contract or management agreement.
Coverage may be provided either for all individual positions or persons, or through
blanket coverage providing protection for all appropriate workers. During construction,
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each position should be bonded in an amount equal to the maximum amount of funds to
be under the control of that position at any one time. The coverage may be increased
during construction based on the anticipated monthly advances. After construction and
throughout the life of the loan, the amount of coverage must be for at least the total
annual debt service of all outstanding Agency loans. The Agency will be identified in the
fidelity bond for receipt of notices. Form RD 440-24, “Position Fidelity Schedule Bond,”
or similar format may be used.

d. National Flood Insurance - If the project involves acquisition or construction in
designated special flood or mudslide prone areas, you must purchase a flood insurance
policy at the time of loan closing.

e. Real Property Insurance — Fire and extended coverage will normally be maintained on
all structures except reservoirs, pipelines and other structures if such structures are not
normally insured, and subsurface lift stations except for the value of electrical and
pumping equipment. The Agency will be listed as mortgagee on the policy when the
Agency has a lien on the property. Prior to the acceptance of the facility from the
contractor(s), you must obtain real property insurance (fire and extended coverage) on all
facilities identified above.

Insurance types described above are required to be continued throughout the life of the loan. See
Section VII.

217. Form AD-3031 — You are required to complete and submit Form AD-3031 “Assurance
Regarding Felony Convictions or Tax Delinquent Status for Corporate Applicants.”

28. Initial Compliance Review — The Agency will conduct an initial compliance review of
the borrower prior to loan closing or start of construction, whichever occurs first, in accordance
with 7 CFR 1901, Subpart E.

SECTION V - REQUIREMENTS PRIOR TO LOAN CLOSING

29. Vulnerability Assessment/Emergency Response Plan (VA/ERP) — The Agency requires
all financed water and wastewater systems to have a VA/ERP in place. New water or
wastewater systems must provide a certification that an ERP is complete prior to the start of
operation, and a certification that a VA is complete must be submitted within one year of the
start of operation. Borrowers with existing systems must provide a certification that a VA and
ERP are completed prior to authorization to advertise for bids. The VA/ERP documents are not
submitted to the Agency. Technical assistance is available in preparing these documents at no
cost to you. The VA/ERP must address potential impacts from natural disasters and other
emergency events. In particular, it should include plans to address impacts of flash flooding in
areas where severe drought or wildfires occur. The documents should be reviewed and updated
every three years at a minimum.

30. Other Requirements — All requirements contained in the Agency’s closing instructions, as
well as any requirements of your bond counsel and/or attorney, must be met prior to loan closing.

a. System for Award Management. You will be required to maintain a Dun and
Bradstreet Data Universal Numbering System (DUNS) number and maintain an active
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registration in the System for Award Management (SAM) database. Renewal can be
done on-line at: http://sam.gov. This registration must be renewed and revalidated every
twelve (12) months for as long as there are Agency funds to be expended. See Appendix
A.

To ensure the information is current, accurate and complete, and to prevent the SAM
account expiration, the review and updates must be performed within 365 days of the
activation date, commonly referred to as the expiration date. The registration process
may take up to 10 business days. (See 2 CFR Part 25 and the “Help” section at

http://sam.gov).

b. Litigation. You are required to notify the Agency within 30 days of receiving
notification of being involved in any type of litigation prior to loan closing or start of
construction, whichever occurs first. Additional documentation regarding the situation
and litigation may be requested by the Agency.

c. Certified Operator. Evidence must be provided that your system has or will have, as
defined by applicable State or Federal requirements, a certified operator available prior to
the system becoming operational, or that a suitable supervisory agreement with a certified
operator is in effect.

SECTION VI - REQUIREMENTS DURING CONSTRUCTION AND POST
CONSTRUCTION

31. Resident Inspector(s) — Full-time inspection is required unless you request an exception.
Such requests must be made in writing and the Agency must concur with the request. Inspection
services are to be provided by the consulting engineer unless other arrangements are requested in
writing and concurred with by the Agency. A resume of qualifications of any resident
inspector(s) will be submitted to the owner and Agency for review and concurrence prior to the
pre-construction conference. The resident inspector(s) must attend the pre-construction
conference.

32. Preconstruction Conference — A preconstruction conference will be held prior to the
issuance of the Notice to Proceed. The consulting engineer will review the planned development
with the Agency, owner, resident inspector, attorney, contractor, other funders, and other
interested parties, and will provide minutes of this meeting to the owner and Agency.

33. Inspections - The Agency requires a pre-construction conference, pre-final and final
inspections, and a warranty inspection. Your engineer will schedule a warranty inspection with
the contractor and the Agency before the end of the one-year warranty period to address and/or
resolve any warranty issues. The Agency will conduct an inspection with you of your records
management system at the same time, and will continue to inspect the facility and your records
system every three years for the life of the loan. See Section VII of this letter.

34. Change Orders - Prior Agency concurrence is required for all Change Orders.
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35. Payments — Prior Agency concurrence is required for all Invoices and Partial Payment
Estimates before Agency funds will be released. Requests for payment related to a contract or
service agreement will be signed by the owner, project engineer, and contractor or service
provider prior to Agency concurrence. Invoices not related to a construction contract or service
agreement will include the owner’s written concurrence.

36. Use of Remaining Funds — Applicant contribution and connection or tap fees will be the
first funds expended in the project, followed by non-Agency sources of funds. Remaining funds
may be considered in direct proportion to the amounts obtained from each source and handled as
follows:

a. Remaining funds may be used for eligible loan and grant purposes, provided the use will
not result in major changes to the original scope of work and the purpose of the loan and
grant remains the same.

b. Grant funds not expended for authorized purposes will be cancelled (de-obligated) within
90 days of final completion of project. Prior to actual cancellation, you and your attorney
and engineer will be notified of the Agency’s intent to cancel the remaining funds and
given appropriate appeal rights.

37. Technical, Managerial and Financial Capacity - It is required that members of the Board
of Directors, City Council members, trustees, commissioners and other governing members
possess the necessary technical, managerial, and financial capacity skills to consistently comply
with pertinent Federal and State laws and requirements. It is recommended members receive
training within one year of appointment or election to the governing board, and a refresher
training for all governing members on a routine basis. The content and amount of training
should be tailored to the needs of the particular individual and the utility system. Technical
assistance providers are available to provide this training for your organization, often at no cost.
Contact the Agency for information.

38. Reporting Requirements Related to Expenditure of Funds

a. Financial Audit— An annual audit under the Single Audit Act is required if you expend
$750,000 or more in Federal financial assistance per fiscal year. The total Federal funds
expended from all sources shall be used to determine Federal financial assistance
expended. Expenditures of interim financing are considered Federal expenditures.

All audits are to be performed in accordance with 2 CFR Part 200, as adopted by USDA
through 2 CFR Part 400. Further guidance on preparing an acceptable audit can be
obtained from the Agency. The audit must be prepared by an independent licensed
Certified Public Accountant, or a State or Federal auditor if allowed by State law, and
must be submitted within 9 months of your fiscal year end.

If an audit is required, you must enter into a written agreement with the auditor and
submit a copy to the Agency prior to the advertisement of bids. The audit agreement may
include terms and conditions that the borrower and auditor deem appropriate; however,
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the agreement should include the type of audit to be completed, the time frame in which
the audit will be completed, and how irregularities will be reported.

b. Reporting Subawards and Executive Compensation — You as a recipient of Federal
funds and your first-tier contractors are required by 2 CFR Part 170 to report
disbursements to subrecipients in accordance with Appendix B of this letter and
www.fsrs.gov. Your Agency processing office can provide more information.

SECTION VII - SERVICING REQUIREMENTS DURING THE TERM OF THE LOAN

39. Security/Operational Inspections — The Agency will inspect the facility and conduct a
review of your operations and records management system and conflict of interest policy every
three years for the life of the loan. You must participate in these inspections and provide the
required information.

40.  Annual Financial Reporting/Audit Requirements — You are required to submit an
annual financial report at the end of each fiscal year. The annual report will be certified by the
appropriate organization official, and will consist of financial information and a rate schedule.
Financial statements must be prepared on the accrual basis of accounting in accordance with
generally accepted accounting principles (GAAP), and must include at a minimum a balance
sheet and income and expense statement. The annual report will include separate reporting for
each water and waste disposal facility, and itemize cash accounts by type (debt service, short-
lived assets, etc.) under each facility. All records, books and supporting material are to be
retained for three years after the issuance of the annual report. Technical assistance is available
at no cost with preparing financial reports.

The type of financial information that must be submitted is specified below:

a. Audits — An annual audit under the Single Audit Act is required if you expend $750,000
or more in Federal financial assistance per fiscal year. The total Federal funds expended
from all sources shall be used to determine Federal financial assistance expended.
Expenditures of interim financing are considered Federal expenditures.

All audits are to be performed in accordance with 2 CFR Part 200, as adopted by USDA
through 2 CFR Part 400. Further guidance on preparing an acceptable audit can be
obtained from the Agency. It is not intended that audits required by this part be separate
and apart from audits performed in accordance with State and local laws. To the extent
feasible, the audit work should be done in conjunction with those audits. The audit must
be prepared by an independent licensed Certified Public Accountant, or a State or Federal
auditor if allowed by State law, and must be submitted within 9 months of your fiscal
year end.

If an audit is required, you must enter into a written agreement with the auditor and
submit a copy to the Agency prior to the advertisement of bids. The audit agreement may
include terms and conditions that the borrower and auditor deem appropriate; however,

16

005038



the agreement should include the type of audit or financial statements to be completed,
the time frame in which the audit or financial statements will be completed, what type of
reports will be generated from the services provided, and how irregularities will be
reported.

b. Financial Statements — If you expend less than $750,000 in Federal financial assistance
per fiscal year, you may submit financial statements in lieu of an audit which include at a
minimum a balance sheet and an income and expense statement. You may use Form RD
442-2, “Statement of Budget, Income and Equity,” and 442-3, “Balance Sheet,” or
similar format to provide the financial information. The financial statements must be
signed by the appropriate borrower official and submitted within 60 days of your fiscal
year end.

c. Quarterly Reports — Quarterly Income and Expense Statements will be required until
the processing office waives this requirement. You may use Form RD 442-2 or similar
format to provide this information, and the reports are to be signed by the appropriate
borrower official and submitted within 30 days of each quarter’s end. The Agency will
notify you in writing when the quarterly reports are no longer required.

41. Annual Budget and Projected Cash Flow - Thirty days prior to the beginning of each
fiscal year, you will be required to submit an annual budget and projected cash flow to this office.
With the submission of the annual budget, you will be required to provide a current rate schedule,
and a current listing of the Board or Council members and their terms. The budget must be
signed by the appropriate borrower official. Form RD 442-2 or similar format may be used.

Technical assistance is available at no cost to help you evaluate and complete a rate analysis on
your system, as well as completing the annual budget. If you are interested, please contact our
office for information.

42. Vulnerability Assessment/Emergency Response Plan (VA/ERP) — You will be required
to submit a certification to the servicing office every three years that the VA/ERP is current and
covers all sites related to the facility. The documents themselves are not submitted to the
Agency. The VA/ERP must address potential impacts from natural disasters and other
emergency events. In particular, it should include plans to address impacts of flash flooding in
areas where severe drought or wildfires occur. The documents should be reviewed and updated
every three years at a minimum.

43. Insurance. You will be required to maintain insurance on the facility and employees as
previously described in this letter for the life of the loan.

44. Statutory and National Policy Requirements — As a recipient of Federal funding, you are
required to comply with U.S. statutory and public policy requirements, including but not limited
to:

a. Section 504 of the Rehabilitation Act of 1973 — Under Section 504 of the Rehabilitation
Act of 1973, as amended (29 U.S.C. 794), no handicapped individual in the United States
shall, solely by reason of their handicap, be excluded from participation in, be denied the
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benefits of, or be subjected to discrimination under any program or activity receiving
Agency financial assistance.

b. Civil Rights Act of 1964 — All borrowers are subject to, and facilities must be operated
in accordance with, Title VI of the Civil Rights Act of 1964 (42 U.S.C. 2000d et seq.)
and 7 CFR 1901, Subpart E, particularly as it relates to conducting and reporting of
compliance reviews. Instruments of conveyance for loans and/or grants subject to the
Act must contain the covenant required by Paragraph 1901.202(e) of this Title.

c. The Americans with Disabilities Act (ADA) of 1990 — This Act (42 U.S.C. 12101 et
seq.) prohibits discrimination on the basis of disability in employment, State and local
government services, public transportation, public accommodations, facilities, and
telecommunications.

d. Age Discrimination Act of 1975 — This Act (42 U.S.C. 6101 et seq.) provides that no
person in the United States shall on the basis of age, be excluded from participation in, be
denied the benefits of, or be subjected to discrimination under any program or activity
receiving Federal financial assistance.

e. Limited English Proficiency (LEP) under Executive Order 13166 - LEP statutes and
authorities prohibit exclusion from participation in, denial of benefits of, and
discrimination under Federally-assisted and/or conducted programs on the ground of race,
color, or national origin. Title VI of the Civil Rights Act of 1964 covers program access
for LEP persons. LEP persons are individuals who do not speak English as their primary
language and who have a limited ability to read, speak, write, or understand English.
These individuals may be entitled to language assistance, free of charge. You must take
reasonable steps to ensure that LEP persons receive the language assistance necessary to
have meaningful access to USDA programs, services, and information your organization
provides. These protections are pursuant to Executive Order 13166 entitled, “Improving
Access to Services by Persons with Limited English Proficiency” and further affirmed in
the USDA Departmental Regulation 4330-005, “Prohibition Against National Origin
Discrimination Affecting Persons with Limited English Proficiency in Programs and
Activities Conducted by USDA.”

Agency financial programs must be extended without regard to race, color, religion, sex, national
origin, marital status, age, or physical or mental handicap. You must display posters (provided
by the Agency) informing users of these requirements, and the Agency will monitor your
compliance with these requirements during regular compliance reviews.

45. Compliance Reviews and Data Collection — The Agency will conduct regular compliance
reviews of the borrower and its operation in accordance with 7 CFR Part 1901, Subpart E, and 36
CFR 1191, Americans with Disabilities Act (ADA) Accessibility Guidelines for Buildings and
Facilities; Architectural Barriers Act (ABA) Accessibility Guidelines. Compliance reviews will
typically be conducted in conjunction with the security inspections described in this letter. If
beneficiaries (users) are required to complete an application or screening for the use of the
facility or service that you provide, you must request and collect data by race (American Indian
or Alaska Native, Asian, Black or African American, White); ethnicity (Hispanic or Latino, Not
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Hispanic or Latino); and by sex. The Agency will utilize this data as part of the required
compliance review.

SECTION VIII - REMEDIES FOR NON-COMPLIANCE

Non-compliance with the conditions in this letter or requirements of your security documents
will be addressed under the provisions of 7 CFR 1782 and other applicable regulations, statutes,
and policies.

We look forward to working with you to complete this project. If you have any questions, please
contact Allen Bowen, Program Director at 334-279-3617 or by e-mail at
allen.bowen@al.usda.gov.

Sincerely,

NIVORY GORDON, JR.
Area Director

Attachments

cc:  Community Programs Director
Accountant
Attorney
Bond Counsel
Engineer

19

005041



ACRONYMS:

ABA - Architectural Barriers Act

ACH - Automated Clearing House

AD — Agriculture Department

ADA - Age Discrimination Act

CFDA - Catalog of Federal Domestic Assistance

CFR - Code of Federal Regulations

CPAP — Commercial Programs Application Processing
DUNS - Dun and Bradstreet Data Universal Numbering System
EJCDC - Engineers Joint Contract Documents Committee
ERP — Emergency Response Plan

GAAP — Generally Accepted Accounting Principles
LEP — Limited English Proficiency

OC - Owner Construction

OPS — Owner-Performed Services

O&M - Operation and Maintenance

PER — Preliminary Engineering Report

RD — Rural Development

RUS — Rural Utilities Service

SAM - System for Award Management

SF — Standard Form

UCC - Uniform Commercial Code

USC - United States Code

USDA - United States Department of Agriculture

VA - Vulnerability Assessment
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FORMS and BULLETINS:

Form AD-3031 “Assurance Regarding Felony Convictions or Tax Delinquent Status for
Corporate Applicants” — Item 29

Internal Revenue Service Form 1023, Appendix A, “Sample Conflict of Interest Policy” - Item
15

Form RD 440-22, “Promissory Note” — Item 5

Form RD 440-24, “Position Fidelity Schedule Bond” — Item 28

Form RD 442-2, “Statement of Budget, Income and Equity” — Items 44 and 45

Form RD 442-3, “Balance Sheet” — Item 44

Form RD 442-7, “Operating Budget” — Item 21

Form RD 442-20, “Right-of-Way Easement” — Item 14

Form RD 442-21, “Right-of-Way Certificate” — Item 14

Form RD 442-22, “Opinion of Counsel Relative to Rights-of-Way” — Item 14

Form RD 1927-9, “Preliminary Title Opinion” — Item 14

Form RD 1927-10, “Final Title Opinion” — Item 27

Form RD 1940-1, “Request for Obligation of Funds” — Pages 1 and 2

Form RD 1942-8, “Resolution of Members or Stockholders” — Item 5

Form RD 1942-46, “Letter of Intent to Meet Conditions” — Page 1

Form RD 3550-28, “Authorization Agreement for Preauthorized Payments” — Items 6 and 30

Form UCC-1, “Financing Statement” — Item 5

Form UCC-1Ad, “UCC Financing Statement Addendum” — Item 5

SF 3881, “ACH Vendor/Miscellaneous Payment Enrollment Form” — Items 8 and 18

RUS Bulletin 1780-7, “Legal Services Agreement” — Item 13

RUS Bulletin 1780-9, “Water Users Agreement” - Items 15 and 19

RUS Bulletin 1780-12, “Water and Waste System Grant Agreement” — Page 1 and Item 5

RUS Bulletin 1780-26, “Guidance for the Use of EJCDC Documents on Water and Waste
Projects with RUS Financial Assistance” — Items 11 and 12

RUS Bulletin 1780-27, “Loan Resolution (Public Bodies)” — Item 5

RUS Bulletin 1780-28, “Loan Resolution Security Agreement” — Item 5
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[The following two appendices are included as required by 2 CFR Parts 25 and 170 and apply to
all direct and guaranteed loans and grants]

Appendix A

2 CFR Part 25

SYSTEM FOR AWARD MANAGEMENT AND UNIVERSAL IDENTIFIER
REQUIREMENTS

A. Requirement for System for Award
Management

Unless you are exempted from this requirement under 2 CFR 25.110, you as the recipient
must maintain the currency of your information in the SAM until you submit the final
financial report required under this award or receive the final payment, whichever is later.
This requires that you review and update the information at least annually after the initial
registration, and more frequently if required by changes in your information or another
appendix.

B. Requirement for unique entity identifier

If you are authorized to make subawards under this award, you:

1. Must notify potential subrecipients that no entity (see definition in paragraph C of this
appendix) may receive a subaward from you unless the entity has provided its unique
entity identifier to you.

2. May not make a subaward to an entity unless the entity has provided its unique entity
identifier to you.

C. Definitions
For purposes of this appendix:
1. System for Award Management (SAM) means the Federal repository into which an
entity must provide information required for the conduct of business as a recipient.

Additional information about registration procedures may be found at the SAM
Internet site (currently at http://www.sam.gov).
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2. Unique entity identifier means the identifier required for SAM registration to
uniquely identify business entities.

3. Entity, as it is used in this appendix, means all of the following, as defined at 2 CFR
part 25, subpart C:

a.

®oo0o

A Governmental organization, which is a State, local government, or Indian
Tribe;

A foreign public entity;

A domestic or foreign nonprofit organization;

A domestic or foreign for-profit organization; and

A Federal agency, but only as a subrecipient under an award or subaward to a
non-Federal entity.

4. Subaward:

a.

b.

C.

This term means a legal instrument to provide support for the performance of any
portion of the substantive project or program for which you received this
award and that you as the recipient award to an eligible subrecipient.

The term does not include your procurement of property and services needed to
carry out the project or program (for further explanation, see 2 CFR 200.330).

A subaward may be provided through any legal agreement, including an
agreement that you consider a contract.

5. Subrecipient means an entity that:

a.
b.

Receives a subaward from you under this award; and
Is accountable to you for the use of the Federal funds provided by the subaward.

[75 FR 55673, Sept. 14, 2010, as amended at 79 FR 75879, Dec. 19, 2014; 80 FR 54407, Sept.

10, 2015]
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Appendix B
2 CFR Part 170

Reporting Subawards and Executive Compensation

a. Reporting of first-tier subawards.

1. Applicability. Unless you are exempt as provided in paragraph d. of this appendix, you
must report each action that obligates $25,000 or more in Federal funds that does not
include Recovery funds (as defined in section 1512(a)(2) of the American Recovery and
Reinvestment Act of 2009, Pub. L. 111-5) for a subaward to an entity (see definitions in
paragraph e. of this appendix).

2. Where and when to report.

I. You must report each obligating action described in paragraph a.l1. of this
appendix to http://www.fsrs.gov.

ii. For subaward information, report no later than the end of the month following the
month in which the obligation was made. (For example, if the obligation was
made on November 7, 2010, the obligation must be reported by no later than
December 31, 2010.)

3. What to report. You must report the information about each obligating action listed in the
submission instructions posted at http://www.fsrs.gov.

b. Reporting Total Compensation of Recipient Executives.

1. Applicability and what to report. You must report total compensation for each of your
five most highly compensated executives for the preceding completed fiscal year, if—

I. the total Federal funding authorized to date under this award is $25,000 or more;
ii. in the preceding fiscal year, you received—

(A) 80 percent or more of your annual gross revenues from Federal procurement
contracts (and subcontracts) and Federal financial assistance subject to the
Transparency Act, as defined at 2 CFR 170.320 (and subawards); and

(B) $25,000,000 or more in annual gross revenues from Federal procurement

contracts (and subcontracts) and Federal financial assistance subject to the
Transparency Act, as defined at 2 CFR 170.320 (and subawards); and
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iii. The public does not have access to information about the compensation of the
executives through periodic reports filed under section 13(a) or 15(d) of the
Securities Exchange Act of 1934 (15 U.S.C. 78m(a), 780(d)) or section 6104 of
the Internal Revenue Code of 1986. (To determine if the public has access to the
compensation information, see the U.S. Security and Exchange Commission total
compensation filings at http://www.sec.gov/answers/execomp.htm.)

2. Where and when to report. You must report executive total compensation described in

paragraph b.1. of this appendix:
I. As part of your registration profile at https://www.sam.gov.

ii. By the end of the month following the month in which this award is made, and
annually thereafter.

c. Reporting of Total Compensation of Subrecipient Executives.

1. Applicability and what to report. Unless you are exempt as provided in paragraph d. of

2.

this appendix, for each first-tier subrecipient under this award, you shall report the names
and total compensation of each of the subrecipient's five most highly compensated
executives for the subrecipient's preceding completed fiscal year, if—

I. in the subrecipient's preceding fiscal year, the subrecipient received—

(A) 80 percent or more of its annual gross revenues from Federal procurement
contracts (and subcontracts) and Federal financial assistance subject to the
Transparency Act, as defined at 2 CFR 170.320 (and subawards); and

(B) $25,000,000 or more in annual gross revenues from Federal procurement
contracts (and subcontracts), and Federal financial assistance subject to the
Transparency Act (and subawards); and

ii. The public does not have access to information about the compensation of the
executives through periodic reports filed under section 13(a) or 15(d) of the
Securities Exchange Act of 1934 (15 U.S.C. 78m(a), 780(d)) or section 6104 of
the Internal Revenue Code of 1986. (To determine if the public has access to the
compensation information, see the U.S. Security and Exchange Commission total
compensation filings at http://www.sec.gov/answers/execomp.htm.)

Where and when to report. You must report subrecipient executive total compensation
described in paragraph c.1. of this appendix:

I. To the recipient.

ii. By the end of the month following the month during which you make the
subaward. For example, if a subaward is obligated on any date during the month
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d. Exemptions

of October of a given year (i.e., between October 1 and 31), you must report any
required compensation information of the subrecipient by November 30 of that
year.

If, in the previous tax year, you had gross income, from all sources, under $300,000, you are
exempt from the requirements to report:

Subawards, and

The total compensation of the five most highly compensated executives of any
subrecipient.

e. Definitions. For purposes of this appendix:

1. Entity means all of the following, as defined in 2 CFR part 25:

3.

A Governmental organization, which is a State, local government, or Indian tribe;
A foreign public entity;

A domestic or foreign nonprofit organization;

A domestic or foreign for-profit organization;

A Federal agency, but only as a subrecipient under an award or subaward to a
non-Federal entity.

Executive means officers, managing partners, or any other employees in management
positions.

Subaward:

This term means a legal instrument to provide support for the performance of any
portion of the substantive project or program for which you received this award
and that you as the recipient award to an eligible subrecipient.

The term does not include your procurement of property and services needed to
carry out the project or program (for further explanation, see Sec. _ .210 of the
attachment to OMB Circular A-133, “Audits of States, Local Governments, and
Non-Profit Organizations”).

A subaward may be provided through any legal agreement, including an
agreement that you or a subrecipient considers a contract.
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4. Subrecipient means an entity that:

Receives a subaward from you (the recipient) under this award; and

Is accountable to you for the use of the Federal funds provided by the subaward.

5. Total compensation means the cash and noncash dollar value earned by the executive
during the recipient's or subrecipient's preceding fiscal year and includes the following
(for more information see 17 CFR 229.402(c)(2)):

Vi.

Salary and bonus.

Awards of stock, stock options, and stock appreciation rights. Use the dollar
amount recognized for financial statement reporting purposes with respect to the
fiscal year in accordance with the Statement of Financial Accounting Standards
No. 123 (Revised 2004) (FAS 123R), Shared Based Payments.

Earnings for services under non-equity incentive plans. This does not include
group life, health, hospitalization or medical reimbursement plans that do not
discriminate in favor of executives, and are available generally to all salaried
employees.

Change in pension value. This is the change in present value of defined benefit
and actuarial pension plans.

Above-market earnings on deferred compensation which is not tax-qualified.
Other compensation, if the aggregate value of all such other compensation (e.g.

severance, termination payments, value of life insurance paid on behalf of the
employee, perquisites or property) for the executive exceeds $10,000.

[75 FR 55669, Sept. 14, 2010, as amended at 79 FR 75879, Dec. 19, 2014]
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Rural Development
Camden Area Office

321 Depot Street
Camden, AL 36726

Voice 334.682.4116
Fax 855.840.7764

September 18, 2018

City of Uniontown
Jamaal Hunter, Mayor
100 Front Street
Uniontown, AL 36786

SUBJECT: City of Uniontown
Sewage Collection & Treatment Rehab 2018
Wastewater Application
Grant - $23,506,504.00
State of Alabama Funds - $3,287,500.00
CDBG/HUD - $325,000.00
DRA - $4,200,000.00

Dear Mayor Hunter:

This letter establishes conditions which must be understood and agreed to by you before
further consideration may be given to your application. The grant will be administered
on behalf of the Rural Utilities Service (RUS) by the State and Area staff of USDA
Rural Development, both of which are referred to throughout this letter as the Agency.
Any changes in project cost, source of funds, scope of project, or any other significant
changes in the project or applicant must be reported to and concurred with by the
Agency by written amendment to this letter. If significant changes are made without
obtaining such concurrence, the Agency may discontinue processing of the application.

All conditions set forth under Section I11 — Requirements Prior to Advertising for Bids
must be met within 120 days of the date of this letter. If you have not met these
conditions, the Agency reserves the right to discontinue the processing of your
application.

If you agree to meet the conditions set forth in this letter and desire further consideration
be given to your application, please complete and return the following forms within 10
days:

Form RD 1942-46, “Letter of Intent to Meet Conditions”
Form RD 1940-1, “Request for Obligation of Funds”
RUS Bulletin 1780-12, “Water and Waste System Grant Agreement”

The grant will be considered approved on the date Form RD 1940-1, “Request for
Obligation of Funds,” is signed by the approving official. Thus, this letter in itself does
not constitute loan and/or grant approval, nor does it ensure that funds are or will be
available for the project. When funds are available, the Form 1940-1 will be provided to

USDA is an equal opportunity provider, employer, and lender.
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you for your signature. After you sign and return the form to the Agency, the request will
be processed and grant funds will be approved and obligated.

Extra copies of this letter are being provided for use by your engineer, attorney, bond counsel
and accountant. All parties may access information and regulations referenced in this letter at
our website located at www.rd.usda.gov.

The conditions are as follows:

SECTION I - PROJECT DETAIL

1. Project Description — Funds will be used for Sewage Collection & Treatment Rehab.

Facilities will be designed and constructed in accordance with sound engineering practices and
must meet the requirements of Federal, State, and local agencies. The proposed facility design
must be based on the Preliminary Engineering Report (PER) as concurred with by the Agency.

2. Project Funding — The Agency is offering the following funding for your project:

Agency Grant - $ 23,506,504.00

This offer is based upon the following additional funding being obtained.

[State of Alabama ] - $ [3,287,500.00]
[CDBG/HUD ] - $ [ 325,000.00 ]
[DRA ]- $ [4,200,000.00]

TOTAL PROJECT COST - $[31,319.004.00]

This funding is offered based on the amounts stated above. Prior to loan closing, any increase in
non-Agency funding will be applied first as a reduction to Agency grant funds, up to the total
amount of the grant.

Any changes in funding sources following obligation of Agency funds must be reported to the
processing official. Project feasibility and funding will be reassessed if there is a significant
change in project costs after bids are received. If actual project costs exceed the project cost
estimates, an additional contribution by the Owner may be necessary. Prior to advertisement for
construction bids, you must provide evidence of applicant contributions and approval of other
funding sources. This evidence should include a copy of the commitment letter. Agency funds
will not be used to pre-finance funds committed to the project from other sources.

3. American Iron and Steel — Section 746 of Title V11 of the Consolidated Appropriations Act
of 2017 (Division A - Agriculture, Rural Development, Food and Drug Administration, and
Related Agencies Appropriations Act, 2017) and subsequent statutes mandating domestic
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preference applies a new American Iron and Steel (AIS) requirement to obligations made after
May 5th, 2017:

(1) No Federal funds made available for this fiscal year for the rural water, waste water, waste
disposal, and solid waste management programs authorized by the Consolidated Farm and
Rural Development Act (7 U.S.C. 1926 et seq.) shall be used for a project for the
construction, alteration, maintenance, or repair of a public water or wastewater system unless
all of the iron and steel products used in the project are produced in the United States.

(2) The term “iron and steel products” means the following products made primarily of iron or
steel: lined or unlined pipes and fittings, manhole covers and other municipal castings,
hydrants, tanks, flanges, pipe clamps and restraints, valves, structural steel, reinforced precast
concrete, and construction materials.

(3) The requirement shall not apply in any case or category of cases in which the Secretary of
Agriculture (in this section referred to as the “Secretary”) or the designee of the Secretary
finds that—

(a) applying the requirement would be inconsistent with the public interest;

(b) iron and steel products are not produced in the United States in sufficient and reasonably
available quantities or of a satisfactory quality; or

(c) inclusion of iron and steel products produced in the United States will increase the cost of
the overall project by more than 25 percent.”

Owners are ultimately responsible for compliance with AIS requirements and will be responsible
for the following:

(a) Signing loan resolutions, grant agreements and letters of intent to meet conditions which
include AIS language, accepting AlS requirements in those documents and in the letter of
conditions.

(b) Signing change orders (i.e. C-941 of EJCDC) and partial payment estimates (i.e. C-620 of
EJCDC) and thereby acknowledging responsibility for compliance with American and
Iron Steel requirements.

(c) Obtaining the certification letters from the consulting engineer upon substantial
completion of the project and maintaining this documentation for the life of the loan.

(d) Where the owner provides their own engineering and/or construction services, providing
copies of engineers’, contractors’, and manufacturers’ certification letters (as applicable)
to the Agency to insert into the Agency file. All certification letters must be kept in the
engineer’s project file and on site during construction. For Owner Construction (Force
Account), all clauses from Section 17 must be included in the Agreement for Engineering
Services.

(e) Where the owner directly procures AIS products, including AIS clauses in the
procurement contracts and obtaining manufacturers’ certification letters and providing
copies to consulting engineers and contractors.

4. Project Budget — Funding from all sources has been budgeted for the estimated expenditures
as follows:
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Project Costs: Total Budgeted:

Administration/Legal $[10,000.00]

Development/ Construction [25,424,000.00]

Contingency [2,542,400.00]
Includes:
Preliminary Engineering Report [ |
Environmental Report [ |
PreDevelopment [263,500.00]
Design [1,938,140.00]
Construction Administration (Inspection) [559,300.00]
Additional [96,300.00]

Equipment [130,000.00]

Interest - Interim [ |

Interest - Agency [ |

Land and Rights-of-Way [ 80,000.00 ]

Legal Fees - Local Attorney [ |

Legal Fees - Bond Counsel | |

[Electrical Service] [50,000.00]

[ALDOT Permit] [80,000.00]

[ADEM Permit] [12,650.00]

[Advertising] [18,710.00]

[Railroad Fees] [45,000.00]

TOTAL PROJECT COST [31,250,000.00]

Obligated loan or grant funds not needed to complete the proposed project will be deobligated
prior to start of construction. Any reduction will be applied to grant funds first. An amended
letter of conditions will be issued for any changes to the total project budget.

SECTION I -GRANT TERMS

5. Security — Additional security requirements are contained in RUS Bulletin 1780-12, “Water
and Waste System Grant Agreement,” and RUS Bulletin 1780-27, “Loan Resolution (Public
Bodies).” A draft of all security instruments, including draft bond resolution, must be reviewed
and concurred in by the Agency prior to advertising for bids. The bond resolution and Loan
Resolution must be duly adopted and executed prior to loan closing. The Grant Agreement must
be fully executed prior to the first disbursement of grant funds.

6. Construction Completion Timeframe - All projects must be completed and all funds
disbursed within five years of obligation. If funds are not disbursed within five years of
obligation, you must submit to the Agency a written request for extension of time with adequate
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justification of circumstances beyond your control. Requests for waivers beyond the initial
extension will be submitted to the Assistant Administrator for concurrence decision.

7. Disbursement of Agency Funds - Agency funds will be disbursed into the borrower’s
depository account through an electronic transfer system. SF 3881, “ACH
Vendor/Miscellaneous Payment Enrollment Form,” must be completed and submitted to the
Agency prior to advertising for bids.

Any applicant contribution will be the first funds expended, followed by other funding sources.
Interim financing or Agency loan funds will be expended after all other funding sources unless a
written agreement is reached with all other funding sources on how funds are to be disbursed
prior to start of construction or loan closing, whichever occurs first. Interim financing funds or
Agency loan funds must be used prior to the use of Agency grant funds. The Grant Agreement
must not be closed and funds must not be disbursed prior to loan funds except as specified in
RUS Instruction 1780.45(d). In the unlikely event the Agency mistakenly disburses funds, the
funds will be remitted back to the Agency electronically.

Grant funds are to be deposited in an interest-bearing account (exception provided below) in
accordance with 2 CFR Part 200 and interest in excess of $500 per year remitted to the Agency.
The funds should be disbursed by the recipient immediately upon receipt and there should be
little interest accrual on the Federal funds. Recipients shall maintain advances of Federal funds
in interest-bearing accounts, unless:

a. The recipient receives less than $120,000 in Federal awards per year.

b. The best reasonably available interest-bearing account would not be expected to earn
interest in excess of $500 per year on Federal cash balances.

c. The depository would require an average or minimum balance so high that it would not
be feasible within the expected Federal and non-Federal cash resources.

d. A foreign government or banking system prohibits or precludes interest-bearing
accounts.

8. Reserves — Reserves must be properly budgeted to maintain the financial viability and
sustainability of any operation. Reserves are important to fund unanticipated emergency
maintenance and repairs, and assist with debt service should the need arise. The following
reserves are required to be established as a condition of this loan:

a. Debt Service Reserve — As a part of this Agency loan proposal, you must establish a
debt service reserve fund equal to at least one annual loan installment of the existing loan,
General Obligation Sewer Warrant Series 2013, that accumulates at the rate of 10% of
one annual payment per year for ten years or until the balance is equal to one annual loan
payment. Ten percent of the existing loan installment would equal $ 991.17 per month;
this amount should be deposited monthly until a total of $ 118,938.00 has accumulated.
Prior written concurrence from the Agency must be obtained before funds may be
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withdrawn from this account during the life of the loan. When funds are withdrawn
during the life of the loan, deposits will continue as designated above until the fully-
funded amount is reached.

b. Short-Lived Asset Reserve — In addition to the debt service reserve fund, you must
establish a short-lived asset reserve fund. Based on the preliminary engineering report,
you must deposit at least $7,987.00 into the short-lived asset reserve fund annually for the
life of the loan to pay for repairs and/or replacement of major system assets. It is your
responsibility to assess your facility’s short-lived asset needs on a regular basis and adjust
the amount deposited to meet those needs.

Current assets can also be used to establish and maintain reserves for expected expenses,

including but not limited to operation and maintenance, deferred interest during the construction
period, and an asset management program.

SECTION Il -REQUIREMENTS PRIOR TO ADVERTISING FOR BIDS

9. Environmental Requirements — At the conclusion of the proposal’s environmental
review process, specific action(s) were determined necessary to avoid or minimize adverse
environmental impacts. As outlined in the Environmental Report dated August 13, 2018, the
following [action is / actions are] required for successful completion of the project and must be
adhered to during project design and construction:

The project as proposed has been evaluated to be consistent with the National Environmental
Policy Act. Other Federal, State, tribal, and local laws, regulations and or permits may apply or
be required. If the project or any project element deviates from or is modified from the
originally-approved project, additional environmental review may be required.

This project will be funded using the Programmatic Agreement among the U.S. Department of
Agriculture Rural Development Programs, National Conference of State Historic Preservation
Officers, Tribal Signatories, and The Advisory Council on historic Preservation for Sequencing
Section 106 (NPA). The NPA requires the following conditions be applicable to this obligation:

a. No federal funds for construction will be released prior to completion of Section 106
review.

b. Agency may de-obligate funding and withdraw awards for an undertaking until
completion of the Section 106 review.

c. You must initiate Section 106 no later than ninety (90) business days after the
announcement of their obligation if they have not done so already; and to notify the
appropriate RD agency that Section 106 has been initiated in accordance with 36 CFR
Part 800.2(c)(4), and 7 CFR Part 1970.5(b)(2) of the regulations, “Environmental Policies
and Procedures” (7 CFR Part 1970).

d. You must submit Section 508 of the Rehabilitation Act of 1973 (29 U.S.C. § 794 (d)), as
amended in 1998 (508 compliant) hard copy or electronic Section 106 documentation to
SHPOs, THPOs, Indian tribes, and NHOs based on the preference of the receiving party.

005062



10. Engineering Services — You have been required to complete an Agreement for
Engineering Services, which should consist of the Engineers Joint Contract Documents
Committee (EJCDC) documents as indicated in RUS Bulletin 1780-26, “Guidance for the Use of
EJCDC Documents on Water and Waste Projects with RUS Financial Assistance,” or other
approved form of agreement. The Agency will provide concurrence prior to advertising for bids,
and must approve any modifications to this agreement.

11. Contract Documents, Final Plans, and Specifications

a. The contract documents must consist of the EJCDC construction contract documents as
indicated in RUS Bulletin 1780-26 or other Agency-approved forms of agreement.

b. The contract documents, final plans, and specifications must comply with RUS
Instruction 1780, Subpart C — Planning, Designing, Bidding, Contracting, Constructing
and Inspections, and must be submitted to the Agency for concurrence prior to
advertising for bids along with an updated cost estimate. The Agency may require
another updated cost estimate if a significant amount of time elapses between the original
submission and advertising for bids.

c. The use of any procurement method other than competitive sealed bids must be requested
in writing and approved by the Agency.

12. Legal Services — You have been required to execute a legal services agreement with your
attorney and bond counsel, if applicable, for any legal work needed in connection with this
project. The agreement should stipulate an hourly rate for the work, with a “not to exceed”
amount for the services, including reimbursable expenses. RUS Bulletin 1780-7, “Legal
Services Agreement,” or similar format may be used. The Agency will provide concurrence
prior to advertising for bids. Any changes to the fees or services spelled out in the original
agreement must be reflected in an amendment to the agreement and have prior Agency
concurrence.

13. Property Rights - Prior to advertising for bids, you and your legal counsel must furnish
satisfactory evidence that you have or can obtain adequate continuous and valid control over the
lands and rights-of-way needed for the project. Acquisitions of necessary land and rights must
be accomplished in accordance with the Uniform Relocation Assistance and Real Property
Acquisition Policies Act. Such control over the lands and rights will be evidenced by the
following:

a. Right-of-Way Map - Your engineer will provide a map clearly showing the location of
all lands and rights-of-way needed for the project. The map must designate public and
private lands and rights and the appropriate legal ownership thereof.

b. Form RD 442-20, “Right-of-Way Easement” — This form may be used to obtain any
necessary easements for the proposed project.

c. Form RD 442-21, “Right-of-Way Certificate” — You will provide a certification on this
form that all right-of-way requirements have been obtained for the proposed project.

005063



d. Form RD 442-22, “Opinion of Counsel Relative to Rights-of-Way” — Your attorney
will provide a certification and legal opinion on this form addressing rights-of-way,
easements, and title.

#e. Preliminary Title Work (Title Opinion) — When applicable, your attorney will provide
a preliminary title opinion for any property related to the facility, currently owned and to
be acquired, along with copies of deeds, contracts or options for purchasing said property.
Form RD 1927-9, “Preliminary Title Opinion,” may be used.

#e. Preliminary Title Work — (Title Insurance) — When applicable, a title insurance binder
will be required on all real estate related to the facility now owned and property to be
acquired in connection with this project. The policy should name the United States of
America, acting through the United States Department of Agriculture, as the proposed
insured.

The approving official may waive title defects or restrictions, such as utility easements, that do
not adversely affect the suitability, successful operation, security value, or transferability of the
facility. Any such waivers must be provided by the approving official in writing prior to closing
or the start of construction, whichever occurs first.

You are responsible for the acquisition of all property rights necessary for the project and for
determining that prices paid are reasonable and fair. The Agency may require an appraisal by an
independent appraiser or Agency employee in order to validate the price to be paid.

14. System Policies, Procedures, Contracts, and Agreements — The facility must be operated
on a sound business plan. You must adopt policies, procedures, and/or ordinances outlining the
conditions of service and use of the proposed system. Mandatory connection policies should be
used where enforceable. The policies, procedures, and/or ordinances must contain an effective
collection policy for accounts not paid in full within a specified number of days after the date of
billing. They should include appropriate late fees, specified timeframes for disconnection of
service, and reconnection fees. A draft of these policies, procedures, and/or ordinances must be
submitted for Agency review and concurrence, along with the documents below, before closing
instructions may be issued unless otherwise stated.

a. Conflict of Interest Policy — Prior to obligation of funds, you must certify in writing that
your organization has in place an up-to-date written policy on conflict of interest. The
policy will include, at a minimum: (1) a requirement for those with a conflict or potential
conflict to disclose the conflict/potential conflict; (2) a clause that prohibits interested
members of the applicant’s governing body from voting on any matter in which there is a
conflict, and (3) a description of the specific process by which the governing body will
manage identified or potential conflicts.

You must also submit a disclosure of planned or potential transactions related to the use
of Federal funds that may constitute or present the appearance of personal or
organizational conflict of interest. Disclosure must be in the form of a written letter
signed and dated by the applicant’s official. A negative disclosure in the same format is
required if no conflicts are anticipated.
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Sample conflict of interest policies may be found at the National Council of Nonprofits
website, https://www.councilofnonprofits.org/tools-resources/conflict-of-interest, or in
Internal Revenue Service Form 1023, Appendix A, “Sample Conflict of Interest Policy,”
at http://www.irs.gov/pub/irs-pdf/i1023.pdf. Though these examples reference non-profit
corporations, the requirement applies to all types of Agency borrowers.

Assistance in developing a conflict of interest policy is available through Agency-
contracted technical assistance providers if desired.

. Sewage Treatment Contract — Any proposals to purchase sewage treatment services
must be evidenced by a sewage treatment contract. A draft of the proposed contract must
be submitted to the Agency for review and concurrence prior to advertising for bids. The
draft contract must meet the requirements of RUS Instruction 1780.62.

Sewer User Agreement — Projects not involving mandatory connection require users to
execute a Sewer Users Agreement. The draft agreement must receive RD concurrence
prior to advertising for bids. RUS Bulletin 1780-9, “Water Users Agreement,” or similar
format may be used.

Contracts for Other Services/Lease Agreement — Drafts of any contracts or other
forms of agreements for other services, including audit, management, operation, and
maintenance, or lease agreements covering real property essential to the successful
operation of the facility, must be submitted to the Agency for review and concurrence
prior to advertising for bids.

Establishment of a Utilities Board - City of Uniontown must establish a Utilities Board
for the operations of the Water and Sewer System. Provide a copy of proposed Articles of
Incorporation and By-Laws for Agency review and concurrence.

Mandatory Ordinance for Hook-ups - Implementation of a mandatory ordinance for
hook-ups on water and sewer within city’s jurisdiction. This ordinance must be enforced
by the city and the newly formed Utilities Board.

On-site Management - Applicant must advertise for on-site management ( day to day
management) on a contractual basis. All contracts must be reviewed and concurred by
USDA Rural Development prior to acceptance by the Utilties Board.

. Annual Mandatory Training - All Board members must comply with the Annual
Mandatory Training requirement in order to remain a viable board member.

Other agreements with governments or other entities regarding joint operation of
facilities, granting authority to Agency borrower for providing service within another
entity’s service area, etc. The draft agreement must receive Agency concurrence prior to
advertising for bids.

Fully executed copies of any policies, procedures, ordinances, contracts, or agreements must be
submitted prior to loan closing, with the exception of the conflict of interest policy, which must
be in place prior to obligation of funds.

15. Closing Instructions — The Agency will prepare closing instructions as soon as the

requirements of the previous paragraphs are complete, as well as a draft of the security
instrument(s). Closing instructions must be obtained prior to advertising for bids.
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16. Construction Account — You must establish a construction account for all funds related
to the project. Construction funds will be deposited with an acceptable financial institution or
depository that meets the requirements of 31 CFR Part 202. A separate account will not be
required for Federal funds and other funds; however, the recipient must be able to separately
identify, report, and account for all Federal funds, including the receipt, obligation and
expenditure of funds. Financial institutions or depositaries accepting deposits of public funds
and providing other financial agency services to the Federal Government are required to pledge
adequate, acceptable securities as collateral, in accordance with 31 CFR Part 202. All funds in
the account will be secured by a collateral pledge equaling at least 100% of the highest amount
of funds expected to be deposited in the construction account at any one time. Your financial
institution can provide additional guidance on collateral pledge requirements.

Agency funds will be disbursed into the borrower’s depository account through an electronic
transfer system. SF 3881, “ACH Vendor/Miscellaneous Payment Enrollment Form,” must be
completed and submitted to the Agency prior to advertising for bids.

17.  System Users — This letter of conditions is based upon your indication at application that
there will be at least [787] residential users, [33] non-residential users on the system when
construction is completed.

Before the Agency can agree to the project being advertised for construction bids, you must
certify that the number of users indicated at application are currently using the system or signed
up to use the system once it is operational.

If the actual number of existing and/or proposed users that have signed up for service is less than
the number indicated at the time of application, you must provide the Agency with a written plan
on how you will obtain the necessary revenue to adequately cash flow the expected operation,
maintenance, debt service, and reserve requirements of the proposed project (e.g., increase user
rates, sign up an adequate number of other users, reduce project scope, etc.). Similar action is
required if there is cause to modify the anticipated flows or volumes presented following
approval.

If you are relying on mandatory connection requirements, you must provide evidence of the
authorizing ordinance or statute along with your user certification.

a. Sewer User Agreements — Users will be required to execute a Sewer Users Agreement
prior to advertising for construction bids. The amount of cash contributions required will
be set by you and concurred with by the Agency. Contributions should be an amount
high enough to indicate sincere interest on the part of the potential user, but not so high as
to preclude service to low income families, and have a deadline for the contribution to be
used or forfeited. RUS Bulletin 1780-9, “Water Users Agreement,” or similar agreement
may be used.

b. Service Declination Statement — Each potential user who is located along planned lines
and declines the offered service will be provided an opportunity to sign a “Service
Declination Statement.”
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18.  Other Funding — Prior to advertising for bids, you must provide evidence of applicant
contributions and approval of other funding sources. This evidence should include a copy of the
commitment letter from each source.

19. Proposed Operating Budget — You must establish and/or maintain a rate schedule that
provides adequate income to meet the minimum requirements for operation and maintenance
(O&M), debt service, and reserves. Prior to advertising for bids, you must submit a proposed
annual operating budget to the Agency which supports the operation, maintenance, debt service,
and reserves, as well as your proposed rate schedule. The operating budget should be based on a
typical year cash flow after completion of the construction phase and should be signed by the
appropriate official of your organization. Form RD 442-7, “Operating Budget,” or similar
format may be utilized for this purpose. It is expected that O&M will change over each
successive year and user rates will need to be adjusted on a regular basis.

Technical assistance is available at no cost to help you evaluate and complete a rate analysis on
your system. This assistance is available free to your organization. If you are interested please
contact our office for information.

20. Permits —The owner or responsible party will be required to obtain all applicable permits
for the project, prior to advertising for bids. The consulting engineer must submit written
evidence that all applicable permits required prior to construction have been obtained with
submission to the Agency of the final plans, specifications, and bid documents.

21. Vulnerability Assessment/Emergency Response Plan (VA/ERP) — The Agency requires
all financed water and wastewater systems to have a VA/ERP in place. Borrowers with existing
systems must provide a certification that a VA/ERP has been completed prior to advertising for
bids. The VA/ERP documents themselves are not submitted to the Agency. The VA/ERP must
address potential impacts from natural disasters and other emergency events. In particular, it
should include plans to address impacts of flash flooding in areas where severe drought or
wildfires occur. The documents should be reviewed and updated every three years at a minimum.

For new systems, see Section V of this letter of conditions. For VA/ERP requirements
throughout the life of the loan, see Section VII. Technical assistance at no cost is available in
preparing these documents.

22. Bid Authorization - Once all the conditions outlined in Section 111 of this letter have
been met, the Agency will authorize you to advertise the project for construction bids. Such
advertisement must be in accordance with applicable State statutes.

SECTION IV - REQUIREMENTS PRIOR TO START OF CONSTRUCTION

23. Bid Tabulation — Immediately after bid opening, you must provide the Agency with the
bid tabulation and your engineer’s evaluation of bids and recommendations for contract awards.
If the Agency agrees that the construction bids received are acceptable, adequate funds are
available to cover the total project costs, and all the requirements of Section Il of this letter have
been satisfied, the Agency will authorize you to issue the Notice of Award.
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a. Cost Overruns. If bids are higher than expected, or if unexpected construction problems
are encountered, you must utilize all options to reduce cost overruns. Negotiations,
redesign, use of bidding alternatives, rebidding or other means will be considered prior to
commitment of subsequent funding by the Agency. Any requests for subsequent funding
to cover cost overruns will be contingent on the availability of funds. Cost overruns
exceeding 20% of the development cost at time of loan or grant approval or where the
scope of the original purpose has changed will compete for funds with all other
applications on hand as of that date.

b. Excess Funds. If bids are lower than anticipated at time of obligation, excess funds must
be deobligated prior to start of construction except in the cases addressed in this
paragraph. In cases where the original PER for the project included items that were not
bid, or were bid as an alternate, the State Office official may modify the project to fully
utilize obligated funds for those items. Amendments to the PER, ER, and letter of
conditions may be needed for any work not included in the original project scope. Inall
cases, prior to start of construction, excess funds will be deobligated, with grant funds
being deobligated first. Excess funds do not include contingency funds as described in
this letter.

24, Contract Review — Your attorney will certify that the executed contract documents,
including performance and payment, if required, are adequate and that the persons executing
these documents have been properly authorized to do so in accordance with RUS Instruction
1780.61(b).

Once your attorney has certified that they are acceptable, the contract documents will be
submitted to the Agency for its concurrence. The Notice to Proceed cannot be issued until the
Agency has concurred with the construction contracts.

25. Final Rights-of-Way — If any of the rights-of-way forms listed previously in this letter
contain exceptions that do not adversely affect the suitability, successful operation, security
value, or transferability of the facility, the approving official must provide a written waiver prior
to the issuance of the Notice to Proceed. For projects involving the acquisition of land, you must
provide evidence that you have clear title to the land prior to the issuance of the Notice to
Proceed.

Final Title Work - Your attorney must furnish a separate final title opinion on all existing real
property related to the facility, now owned and to be acquired for this project, as of the day of
loan closing or start of construction, whichever occurs first. Form RD 1927-10, “Final Title
Opinion” may be used.

Final Title Work - Immediately after closing or prior to the start of construction, whichever
comes first, a Title Insurance Policy must be provided for all existing real property related to the
facility, now owned and to be acquired for this project.
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26. Insurance and Bonding Reguirements - Prior to the start of construction or loan closing,
whichever occurs first, you must acquire and submit to the Agency proof of the types of
insurance and bond coverage for the borrower shown below. The use of deductibles may be
allowed, providing you have the financial resources to cover potential claims requiring payment
of the deductible. The Agency strongly recommends that you have your engineer, attorney, and
insurance provider(s) review proposed types and amounts of coverage, including any exclusions
and deductible provisions. It is your responsibility and not that of the Agency to assure that
adequate insurance and fidelity or employee dishonesty bond coverage is maintained.

a. General Liability Insurance — Include vehicular coverage.

b. Workers’ Compensation — In accordance with appropriate State laws.

c. Fidelity or Employee Dishonesty Bonds — Include coverage for all persons who have
access to funds, including persons working under a contract or management agreement.
Coverage may be provided either for all individual positions or persons, or through
blanket coverage providing protection for all appropriate workers. During construction,
each position should be bonded in an amount equal to the maximum amount of funds to
be under the control of that position at any one time. The coverage may be increased
during construction based on the anticipated monthly advances. After construction and
throughout the life of the loan, the amount of coverage must be for at least the total
annual debt service of all outstanding Agency loans. The Agency will be identified in the
fidelity bond for receipt of notices. Form RD 440-24, “Position Fidelity Schedule Bond,”
or similar format may be used.

d. National Flood Insurance - If the project involves acquisition or construction in
designated special flood or mudslide prone areas, you must purchase a flood insurance
policy at the time of loan closing.

e. Real Property Insurance — Fire and extended coverage will normally be maintained on
all structures except reservoirs, pipelines and other structures if such structures are not
normally insured, and subsurface lift stations except for the value of electrical and
pumping equipment. The Agency will be listed as mortgagee on the policy when the
Agency has a lien on the property. Prior to the acceptance of the facility from the
contractor(s), you must obtain real property insurance (fire and extended coverage) on all
facilities identified above.

Insurance types described above are required to be continued throughout the life of the loan. See
Section VII.

217, Form AD-3031 — You are required to complete and submit Form AD-3031 “Assurance
Regarding Felony Convictions or Tax Delinquent Status for Corporate Applicants.”

28. Initial Compliance Review — The Agency will conduct an initial compliance review of
the borrower prior to loan closing or start of construction, whichever occurs first, in accordance
with 7 CFR 1901, Subpart E.

SECTION V - REQUIREMENTS PRIOR TO LOAN CLOSING

29. Vulnerability Assessment/Emergency Response Plan (VA/ERP) — The Agency requires
all financed water and wastewater systems to have a VA/ERP in place. New water or
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wastewater systems must provide a certification that an ERP is complete prior to the start of
operation, and a certification that a VA is complete must be submitted within one year of the
start of operation. Borrowers with existing systems must provide a certification that a VA and
ERP are completed prior to authorization to advertise for bids. The VA/ERP documents are not
submitted to the Agency. Technical assistance is available in preparing these documents at no
cost to you. The VA/ERP must address potential impacts from natural disasters and other
emergency events. In particular, it should include plans to address impacts of flash flooding in
areas where severe drought or wildfires occur. The documents should be reviewed and updated
every three years at a minimum.

30. Other Requirements — All requirements contained in the Agency’s closing instructions, as
well as any requirements of your bond counsel and/or attorney, must be met prior to loan closing.

a. System for Award Management. You will be required to maintain a Dun and
Bradstreet Data Universal Numbering System (DUNS) number and maintain an active
registration in the System for Award Management (SAM) database. Renewal can be
done on-line at: http://sam.gov. This registration must be renewed and revalidated every
twelve (12) months for as long as there are Agency funds to be expended. See Appendix
A.

To ensure the information is current, accurate and complete, and to prevent the SAM
account expiration, the review and updates must be performed within 365 days of the
activation date, commonly referred to as the expiration date. The registration process
may take up to 10 business days. (See 2 CFR Part 25 and the “Help” section at

http://sam.gov).

b. Litigation. You are required to notify the Agency within 30 days of receiving
notification of being involved in any type of litigation prior to loan closing or start of
construction, whichever occurs first. Additional documentation regarding the situation
and litigation may be requested by the Agency.

c. Certified Operator. Evidence must be provided that your system has or will have, as
defined by applicable State or Federal requirements, a certified operator available prior to
the system becoming operational, or that a suitable supervisory agreement with a certified
operator is in effect.

SECTION VI - REQUIREMENTS DURING CONSTRUCTION AND POST
CONSTRUCTION

31. Resident Inspector(s) — Full-time inspection is required unless you request an exception.
Such requests must be made in writing and the Agency must concur with the request. Inspection
services are to be provided by the consulting engineer unless other arrangements are requested in
writing and concurred with by the Agency. A resume of qualifications of any resident
inspector(s) will be submitted to the owner and Agency for review and concurrence prior to the
pre-construction conference. The resident inspector(s) must attend the pre-construction
conference.
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32. Preconstruction Conference — A preconstruction conference will be held prior to the
issuance of the Notice to Proceed. The consulting engineer will review the planned development
with the Agency, owner, resident inspector, attorney, contractor, other funders, and other
interested parties, and will provide minutes of this meeting to the owner and Agency.

33. Inspections - The Agency requires a pre-construction conference, pre-final and final
inspections, and a warranty inspection. Your engineer will schedule a warranty inspection with
the contractor and the Agency before the end of the one-year warranty period to address and/or
resolve any warranty issues. The Agency will conduct an inspection with you of your records
management system at the same time, and will continue to inspect the facility and your records
system every three years for the life of the loan. See Section VII of this letter.

34. Change Orders — Prior Agency concurrence is required for all Change Orders.

35. Payments — Prior Agency concurrence is required for all Invoices and Partial Payment
Estimates before Agency funds will be released. Requests for payment related to a contract or
service agreement will be signed by the owner, project engineer, and contractor or service
provider prior to Agency concurrence. Invoices not related to a construction contract or service
agreement will include the owner’s written concurrence.

36. Use of Remaining Funds — Applicant contribution and connection or tap fees will be the
first funds expended in the project, followed by non-Agency sources of funds. Remaining funds
may be considered in direct proportion to the amounts obtained from each source and handled as
follows:

a. Remaining funds may be used for eligible loan and grant purposes, provided the use will
not result in major changes to the original scope of work and the purpose of the loan and
grant remains the same.

b. Grant funds not expended for authorized purposes will be cancelled (de-obligated) within
90 days of final completion of project. Prior to actual cancellation, you and your attorney
and engineer will be notified of the Agency’s intent to cancel the remaining funds and
given appropriate appeal rights.

37. Technical, Managerial and Financial Capacity - It is required that members of the Board
of Directors, City Council members, trustees, commissioners and other governing members
possess the necessary technical, managerial, and financial capacity skills to consistently comply
with pertinent Federal and State laws and requirements. It is recommended members receive
training within one year of appointment or election to the governing board, and a refresher
training for all governing members on a routine basis. The content and amount of training
should be tailored to the needs of the particular individual and the utility system. Technical
assistance providers are available to provide this training for your organization, often at no cost.
Contact the Agency for information.

38. Reporting Requirements Related to Expenditure of Funds
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a. FEinancial Audit- An annual audit under the Single Audit Act is required if you expend
$750,000 or more in Federal financial assistance per fiscal year. The total Federal funds
expended from all sources shall be used to determine Federal financial assistance
expended. Expenditures of interim financing are considered Federal expenditures.

All audits are to be performed in accordance with 2 CFR Part 200, as adopted by USDA
through 2 CFR Part 400. Further guidance on preparing an acceptable audit can be
obtained from the Agency. The audit must be prepared by an independent licensed
Certified Public Accountant, or a State or Federal auditor if allowed by State law, and
must be submitted within 9 months of your fiscal year end.

If an audit is required, you must enter into a written agreement with the auditor and
submit a copy to the Agency prior to the advertisement of bids. The audit agreement may
include terms and conditions that the borrower and auditor deem appropriate; however,
the agreement should include the type of audit to be completed, the time frame in which
the audit will be completed, and how irregularities will be reported.

b. Reporting Subawards and Executive Compensation — You as a recipient of Federal
funds and your first-tier contractors are required by 2 CFR Part 170 to report
disbursements to subrecipients in accordance with Appendix B of this letter and
www.fsrs.gov. Your Agency processing office can provide more information.

SECTION VII - SERVICING REQUIREMENTS DURING THE TERM OF THE LOAN

39. Security/Operational Inspections — The Agency will inspect the facility and conduct a
review of your operations and records management system and conflict of interest policy every
three years for the life of the loan. You must participate in these inspections and provide the
required information.

40.  Annual Financial Reporting/Audit Requirements — You are required to submit an
annual financial report at the end of each fiscal year. The annual report will be certified by the
appropriate organization official, and will consist of financial information and a rate schedule.
Financial statements must be prepared on the accrual basis of accounting in accordance with
generally accepted accounting principles (GAAP), and must include at a minimum a balance
sheet and income and expense statement. The annual report will include separate reporting for
each water and waste disposal facility, and itemize cash accounts by type (debt service, short-
lived assets, etc.) under each facility. All records, books and supporting material are to be
retained for three years after the issuance of the annual report. Technical assistance is available
at no cost with preparing financial reports.

The type of financial information that must be submitted is specified below:

a. Audits — An annual audit under the Single Audit Act is required if you expend $750,000
or more in Federal financial assistance per fiscal year. The total Federal funds expended

16

005072



41.

from all sources shall be used to determine Federal financial assistance expended.
Expenditures of interim financing are considered Federal expenditures.

All audits are to be performed in accordance with 2 CFR Part 200, as adopted by USDA
through 2 CFR Part 400. Further guidance on preparing an acceptable audit can be
obtained from the Agency. It is not intended that audits required by this part be separate
and apart from audits performed in accordance with State and local laws. To the extent
feasible, the audit work should be done in conjunction with those audits. The audit must
be prepared by an independent licensed Certified Public Accountant, or a State or Federal
auditor if allowed by State law, and must be submitted within 9 months of your fiscal
year end.

If an audit is required, you must enter into a written agreement with the auditor and
submit a copy to the Agency prior to the advertisement of bids. The audit agreement may
include terms and conditions that the borrower and auditor deem appropriate; however,
the agreement should include the type of audit or financial statements to be completed,
the time frame in which the audit or financial statements will be completed, what type of
reports will be generated from the services provided, and how irregularities will be
reported.

Financial Statements — If you expend less than $750,000 in Federal financial assistance
per fiscal year, you may submit financial statements in lieu of an audit which include at a
minimum a balance sheet and an income and expense statement. You may use Form RD
442-2, “Statement of Budget, Income and Equity,” and 442-3, “Balance Sheet,” or
similar format to provide the financial information. The financial statements must be
signed by the appropriate borrower official and submitted within 60 days of your fiscal
year end.

Quarterly Reports — Quarterly Income and Expense Statements will be required until
the processing office waives this requirement. You may use Form RD 442-2 or similar
format to provide this information, and the reports are to be signed by the appropriate
borrower official and submitted within 30 days of each quarter’s end. The Agency will
notify you in writing when the quarterly reports are no longer required.

Annual Budget and Projected Cash Flow - Thirty days prior to the beginning of each

fiscal year, you will be required to submit an annual budget and projected cash flow to this office.
With the submission of the annual budget, you will be required to provide a current rate schedule,
and a current listing of the Board or Council members and their terms. The budget must be
signed by the appropriate borrower official. Form RD 442-2 or similar format may be used.

Technical assistance is available at no cost to help you evaluate and complete a rate analysis on
your system, as well as completing the annual budget. If you are interested, please contact our
office for information.

42. Vulnerability Assessment/Emergency Response Plan (VA/ERP) — You will be required
to submit a certification to the servicing office every three years that the VA/ERP is current and
covers all sites related to the facility. The documents themselves are not submitted to the
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Agency. The VA/ERP must address potential impacts from natural disasters and other
emergency events. In particular, it should include plans to address impacts of flash flooding in
areas where severe drought or wildfires occur. The documents should be reviewed and updated
every three years at a minimum.

43. Insurance. You will be required to maintain insurance on the facility and employees as
previously described in this letter for the life of the loan.

44. Statutory and National Policy Requirements — As a recipient of Federal funding, you are
required to comply with U.S. statutory and public policy requirements, including but not limited
to:

a. Section 504 of the Rehabilitation Act of 1973 — Under Section 504 of the Rehabilitation
Act of 1973, as amended (29 U.S.C. 794), no handicapped individual in the United States
shall, solely by reason of their handicap, be excluded from participation in, be denied the
benefits of, or be subjected to discrimination under any program or activity receiving
Agency financial assistance.

b. Civil Rights Act of 1964 — All borrowers are subject to, and facilities must be operated
in accordance with, Title VI of the Civil Rights Act of 1964 (42 U.S.C. 2000d et seq.)
and 7 CFR 1901, Subpart E, particularly as it relates to conducting and reporting of
compliance reviews. Instruments of conveyance for loans and/or grants subject to the
Act must contain the covenant required by Paragraph 1901.202(e) of this Title.

c. The Americans with Disabilities Act (ADA) of 1990 — This Act (42 U.S.C. 12101 et
seq.) prohibits discrimination on the basis of disability in employment, State and local
government services, public transportation, public accommodations, facilities, and
telecommunications.

d. Age Discrimination Act of 1975 — This Act (42 U.S.C. 6101 et seq.) provides that no
person in the United States shall on the basis of age, be excluded from participation in, be
denied the benefits of, or be subjected to discrimination under any program or activity
receiving Federal financial assistance.

e. Limited English Proficiency (LEP) under Executive Order 13166 - LEP statutes and
authorities prohibit exclusion from participation in, denial of benefits of, and
discrimination under Federally-assisted and/or conducted programs on the ground of race,
color, or national origin. Title VI of the Civil Rights Act of 1964 covers program access
for LEP persons. LEP persons are individuals who do not speak English as their primary
language and who have a limited ability to read, speak, write, or understand English.
These individuals may be entitled to language assistance, free of charge. You must take
reasonable steps to ensure that LEP persons receive the language assistance necessary to
have meaningful access to USDA programs, services, and information your organization
provides. These protections are pursuant to Executive Order 13166 entitled, “Improving
Access to Services by Persons with Limited English Proficiency” and further affirmed in
the USDA Departmental Regulation 4330-005, “Prohibition Against National Origin
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Discrimination Affecting Persons with Limited English Proficiency in Programs and
Activities Conducted by USDA.”

Agency financial programs must be extended without regard to race, color, religion, sex, national
origin, marital status, age, or physical or mental handicap. You must display posters (provided
by the Agency) informing users of these requirements, and the Agency will monitor your
compliance with these requirements during regular compliance reviews.

45. Compliance Reviews and Data Collection — The Agency will conduct regular compliance
reviews of the borrower and its operation in accordance with 7 CFR Part 1901, Subpart E, and 36
CFR 1191, Americans with Disabilities Act (ADA) Accessibility Guidelines for Buildings and
Facilities; Architectural Barriers Act (ABA) Accessibility Guidelines. Compliance reviews will
typically be conducted in conjunction with the security inspections described in this letter. If
beneficiaries (users) are required to complete an application or screening for the use of the
facility or service that you provide, you must request and collect data by race (American Indian
or Alaska Native, Asian, Black or African American, White); ethnicity (Hispanic or Latino, Not
Hispanic or Latino); and by sex. The Agency will utilize this data as part of the required
compliance review.

SECTION VIII - REMEDIES FOR NON-COMPLIANCE

Non-compliance with the conditions in this letter or requirements of your security documents
will be addressed under the provisions of 7 CFR 1782 and other applicable regulations, statutes,
and policies.

We look forward to working with you to complete this project. If you have any questions, please
contact Allen Bowen, Program Director at 334-279-3617 or by e-mail at
allen.bowen@al.usda.gov.

Sincerely,

NIVORY GORDON, JR.
Area Director

Attachments

cc:  Community Programs Director
Accountant
Attorney
Bond Counsel
Engineer
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ACRONYMS:

ABA - Architectural Barriers Act

ACH - Automated Clearing House

AD — Agriculture Department

ADA - Age Discrimination Act

CFDA - Catalog of Federal Domestic Assistance

CFR - Code of Federal Regulations

CPAP — Commercial Programs Application Processing
DUNS - Dun and Bradstreet Data Universal Numbering System
EJCDC - Engineers Joint Contract Documents Committee
ERP — Emergency Response Plan

GAAP — Generally Accepted Accounting Principles
LEP — Limited English Proficiency

OC - Owner Construction

OPS — Owner-Performed Services

O&M - Operation and Maintenance

PER — Preliminary Engineering Report

RD — Rural Development

RUS — Rural Utilities Service

SAM - System for Award Management

SF — Standard Form

UCC — Uniform Commercial Code

USC - United States Code

USDA - United States Department of Agriculture

VA - Vulnerability Assessment
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FORMS and BULLETINS:

Form AD-3031 “Assurance Regarding Felony Convictions or Tax Delinquent Status for
Corporate Applicants” — Item 29

Internal Revenue Service Form 1023, Appendix A, “Sample Conflict of Interest Policy” - Item
15

Form RD 440-22, “Promissory Note” — Item 5

Form RD 440-24, “Position Fidelity Schedule Bond” — Item 28

Form RD 442-2, “Statement of Budget, Income and Equity” — Items 44 and 45

Form RD 442-3, “Balance Sheet” — Item 44

Form RD 442-7, “Operating Budget” — Item 21

Form RD 442-20, “Right-of-Way Easement” — Item 14

Form RD 442-21, “Right-of-Way Certificate” — Item 14

Form RD 442-22, “Opinion of Counsel Relative to Rights-of-Way” — Item 14

Form RD 1927-9, “Preliminary Title Opinion” — Item 14

Form RD 1927-10, “Final Title Opinion” — Item 27

Form RD 1940-1, “Request for Obligation of Funds” — Pages 1 and 2

Form RD 1942-8, “Resolution of Members or Stockholders” — Item 5

Form RD 1942-46, “Letter of Intent to Meet Conditions” — Page 1

Form RD 3550-28, “Authorization Agreement for Preauthorized Payments” — Items 6 and 30

Form UCC-1, “Financing Statement” — Item 5

Form UCC-1Ad, “UCC Financing Statement Addendum” — Item 5

SF 3881, “ACH Vendor/Miscellaneous Payment Enrollment Form” — Items 8 and 18

RUS Bulletin 1780-7, “Legal Services Agreement” — Item 13

RUS Bulletin 1780-9, “Water Users Agreement” - Items 15 and 19

RUS Bulletin 1780-12, “Water and Waste System Grant Agreement” — Page 1 and Item 5

RUS Bulletin 1780-26, “Guidance for the Use of EJCDC Documents on Water and Waste
Projects with RUS Financial Assistance” — Items 11 and 12

RUS Bulletin 1780-27, “Loan Resolution (Public Bodies)” — Item 5

RUS Bulletin 1780-28, “Loan Resolution Security Agreement” — Item 5
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[The following two appendices are included as required by 2 CFR Parts 25 and 170 and apply to
all direct and guaranteed loans and grants]

Appendix A

2 CFR Part 25

SYSTEM FOR AWARD MANAGEMENT AND UNIVERSAL IDENTIFIER
REQUIREMENTS

A. Requirement for System for Award
Management

Unless you are exempted from this requirement under 2 CFR 25.110, you as the recipient
must maintain the currency of your information in the SAM until you submit the final
financial report required under this award or receive the final payment, whichever is later.
This requires that you review and update the information at least annually after the initial
registration, and more frequently if required by changes in your information or another
appendix.

B. Requirement for unique entity identifier

If you are authorized to make subawards under this award, you:

1. Must notify potential subrecipients that no entity (see definition in paragraph C of this
appendix) may receive a subaward from you unless the entity has provided its unique
entity identifier to you.

2. May not make a subaward to an entity unless the entity has provided its unique entity
identifier to you.

C. Definitions
For purposes of this appendix:
1. System for Award Management (SAM) means the Federal repository into which an
entity must provide information required for the conduct of business as a recipient.

Additional information about registration procedures may be found at the SAM
Internet site (currently at http://www.sam.gov).
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2. Unique entity identifier means the identifier required for SAM registration to
uniquely identify business entities.

3. Entity, as it is used in this appendix, means all of the following, as defined at 2 CFR
part 25, subpart C:

a.

®oo0o

A Governmental organization, which is a State, local government, or Indian
Tribe;

A foreign public entity;

A domestic or foreign nonprofit organization;

A domestic or foreign for-profit organization; and

A Federal agency, but only as a subrecipient under an award or subaward to a
non-Federal entity.

4. Subaward:

a.

b.

C.

This term means a legal instrument to provide support for the performance of any
portion of the substantive project or program for which you received this
award and that you as the recipient award to an eligible subrecipient.

The term does not include your procurement of property and services needed to
carry out the project or program (for further explanation, see 2 CFR 200.330).

A subaward may be provided through any legal agreement, including an
agreement that you consider a contract.

5. Subrecipient means an entity that:

a.
b.

Receives a subaward from you under this award; and
Is accountable to you for the use of the Federal funds provided by the subaward.

[75 FR 55673, Sept. 14, 2010, as amended at 79 FR 75879, Dec. 19, 2014; 80 FR 54407, Sept.

10, 2015]
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Appendix B
2 CFR Part 170

Reporting Subawards and Executive Compensation

a. Reporting of first-tier subawards.

1. Applicability. Unless you are exempt as provided in paragraph d. of this appendix, you
must report each action that obligates $25,000 or more in Federal funds that does not
include Recovery funds (as defined in section 1512(a)(2) of the American Recovery and
Reinvestment Act of 2009, Pub. L. 111-5) for a subaward to an entity (see definitions in
paragraph e. of this appendix).

2. Where and when to report.

I. You must report each obligating action described in paragraph a.1. of this
appendix to http://www.fsrs.gov.

ii. For subaward information, report no later than the end of the month following the
month in which the obligation was made. (For example, if the obligation was
made on November 7, 2010, the obligation must be reported by no later than
December 31, 2010.)

3. What to report. You must report the information about each obligating action listed in the
submission instructions posted at http://www.fsrs.gov.

b. Reporting Total Compensation of Recipient Executives.

1. Applicability and what to report. You must report total compensation for each of your
five most highly compensated executives for the preceding completed fiscal year, if—

I. the total Federal funding authorized to date under this award is $25,000 or more;
ii. in the preceding fiscal year, you received—

(A) 80 percent or more of your annual gross revenues from Federal procurement
contracts (and subcontracts) and Federal financial assistance subject to the
Transparency Act, as defined at 2 CFR 170.320 (and subawards); and

(B) $25,000,000 or more in annual gross revenues from Federal procurement

contracts (and subcontracts) and Federal financial assistance subject to the
Transparency Act, as defined at 2 CFR 170.320 (and subawards); and
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iii. The public does not have access to information about the compensation of the
executives through periodic reports filed under section 13(a) or 15(d) of the
Securities Exchange Act of 1934 (15 U.S.C. 78m(a), 780(d)) or section 6104 of
the Internal Revenue Code of 1986. (To determine if the public has access to the
compensation information, see the U.S. Security and Exchange Commission total
compensation filings at http://www.sec.gov/answers/execomp.htm.)

2. Where and when to report. You must report executive total compensation described in

paragraph b.1. of this appendix:
I. As part of your registration profile at https://www.sam.gov.

ii. By the end of the month following the month in which this award is made, and
annually thereafter.

c. Reporting of Total Compensation of Subrecipient Executives.

1. Applicability and what to report. Unless you are exempt as provided in paragraph d. of

2.

this appendix, for each first-tier subrecipient under this award, you shall report the names
and total compensation of each of the subrecipient's five most highly compensated
executives for the subrecipient's preceding completed fiscal year, if—

I. in the subrecipient's preceding fiscal year, the subrecipient received—

(A) 80 percent or more of its annual gross revenues from Federal procurement
contracts (and subcontracts) and Federal financial assistance subject to the
Transparency Act, as defined at 2 CFR 170.320 (and subawards); and

(B) $25,000,000 or more in annual gross revenues from Federal procurement
contracts (and subcontracts), and Federal financial assistance subject to the
Transparency Act (and subawards); and

ii. The public does not have access to information about the compensation of the
executives through periodic reports filed under section 13(a) or 15(d) of the
Securities Exchange Act of 1934 (15 U.S.C. 78m(a), 780(d)) or section 6104 of
the Internal Revenue Code of 1986. (To determine if the public has access to the
compensation information, see the U.S. Security and Exchange Commission total
compensation filings at http://www.sec.gov/answers/execomp.htm.)

Where and when to report. You must report subrecipient executive total compensation
described in paragraph c.1. of this appendix:

I. To the recipient.

ii. By the end of the month following the month during which you make the
subaward. For example, if a subaward is obligated on any date during the month
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d. Exemptions

of October of a given year (i.e., between October 1 and 31), you must report any
required compensation information of the subrecipient by November 30 of that
year.

If, in the previous tax year, you had gross income, from all sources, under $300,000, you are
exempt from the requirements to report:

Subawards, and

The total compensation of the five most highly compensated executives of any
subrecipient.

e. Definitions. For purposes of this appendix:

1. Entity means all of the following, as defined in 2 CFR part 25:

3.

A Governmental organization, which is a State, local government, or Indian tribe;
A foreign public entity;

A domestic or foreign nonprofit organization;

A domestic or foreign for-profit organization;

A Federal agency, but only as a subrecipient under an award or subaward to a
non-Federal entity.

Executive means officers, managing partners, or any other employees in management
positions.

Subaward:

This term means a legal instrument to provide support for the performance of any
portion of the substantive project or program for which you received this award
and that you as the recipient award to an eligible subrecipient.

The term does not include your procurement of property and services needed to
carry out the project or program (for further explanation, see Sec. _ .210 of the
attachment to OMB Circular A-133, “Audits of States, Local Governments, and
Non-Profit Organizations”).

A subaward may be provided through any legal agreement, including an
agreement that you or a subrecipient considers a contract.
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4. Subrecipient means an entity that:

Receives a subaward from you (the recipient) under this award; and

Is accountable to you for the use of the Federal funds provided by the subaward.

5. Total compensation means the cash and noncash dollar value earned by the executive
during the recipient's or subrecipient's preceding fiscal year and includes the following
(for more information see 17 CFR 229.402(c)(2)):

Vi.

Salary and bonus.

Awards of stock, stock options, and stock appreciation rights. Use the dollar
amount recognized for financial statement reporting purposes with respect to the
fiscal year in accordance with the Statement of Financial Accounting Standards
No. 123 (Revised 2004) (FAS 123R), Shared Based Payments.

Earnings for services under non-equity incentive plans. This does not include
group life, health, hospitalization or medical reimbursement plans that do not
discriminate in favor of executives, and are available generally to all salaried
employees.

Change in pension value. This is the change in present value of defined benefit
and actuarial pension plans.

Above-market earnings on deferred compensation which is not tax-qualified.
Other compensation, if the aggregate value of all such other compensation (e.g.

severance, termination payments, value of life insurance paid on behalf of the
employee, perquisites or property) for the executive exceeds $10,000.

[75 FR 55669, Sept. 14, 2010, as amended at 79 FR 75879, Dec. 19, 2014]
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AGENDA
CITY OF UNIONTOWN
SEWER SYSTEM PROJECT
STAKEHOLDERS’ MEETING
NOVEMBER 16, 2018

Introductory Remarks — Allen Bowen, USDA Rural Development Program Director
e Facilities
e |ntroductions
e Purpose and ground rules of meeting (limited to 5 minutes)

Remarks by each stakeholder

=  USDA Rural Development (RD)
o Remarks (limited to 10 minutes without interruption)
o Discussion (limited to 5 minutes)

=  Alabama Department of Environmental Management (ADEM)
o Remarks (limited to 10 minutes without interruption)
o Discussion (limited to 5 minutes)

= Alabama Rural Water Association (ARWA)
o Remarks (limited to 10 minutes without interruption)
o Discussion (limited to 5 minutes)

= Black Warrior Riverkeeper (BWR)
o Remarks (limited to 10 minutes without interruption)
o Discussion (limited to 5 minutes)

= Black Belt Citizens Fighting for Health & Justice (BBC)
o Remarks (limited to 10 minutes without interruption)
o Discussion (limited to 5 minutes)

= Sentell Engineering
o Remarks (limited to 10 minutes without interruption)
o Discussion (limited to 5 minutes)

= City of Uniontown
o Remarks (limited to 10 minutes without interruption)
o Discussion (limited to 5 minutes)

Open Discussion

Adjourn
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From: Hae Stan - RD Monigomery AL

To. rwh te@alry alwater com
ce: Kathy Home ( home@elr_al_ater com):; Bo_en Allen - RD Monigomery AL
Subject: ity of Uniontown-RD Apply applcat on

Date Frday June 22 2018 10:28:18 AM

Attachments: image001 ng

Rob

After our conversation yesterday | looked through Rd apply at what we have now. Here are some example of notes and some of the screens that need to be input for the application.

Describe the Current facility before Improvements: In this box we need something that describes the Waste water treatment system and plant as is....something pretty simple | ke...Uniontown operates a waste water treatment plant consisting of 3 cell lagoon that discharges in the a spray
field. It has “x” number of customers has “x” number of gallons capacity per day or month “x” number of miles of line “x” number of pumps(if you know any of this). And the any further information you have. | would add...The black belt soil creates low permeability. There are current
problems with 18 that create short time for treatment due to overloading the treatment facility thus creating a discharge into local creeks that is considered an un permitted discharge. (or however you want to word something like this)

Describe the proposed faci ity after improvements. Just a couple of sentences here....example Funds wil be used to conduct an analysis of the entire waste water treat system. The purpose of the grant will be to look specifically at ways to strengthen the entire waste water system to nclude col ection,
treatment and discharge opt ons.

Current discharge point
Project Cost Tab... Pretty easy here. Proposed start date put in July 1 2018 Proposed end date July 31 2018. Date made available to Intergovernmental review process LEAVE BLANK. State Clearing House ID Number LEAVE BLANK
Cost Classification—Select the first option. Description: Analyses Cost $30 000

Financial Tab. Balance Sheet Section-Pretty easy here. Just input what it is asking for.
Proposed Funding Section- RD Amount $30 000. That's it

Service Area Tab. Enter connections for MHI. If we know the number of connection inside city limits put the number. Outside city limits f any input the number. (call me on this if you need help)

Tab. sect hese need to be uploaded)
Under Category
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Application: Notice of intent to file application: They need to get an ad in the paper that they are going to apply with USDA for a grant. We can give you some guidance here
Engineering- Project Narrative and Cost: this s the short paragraph we talked about from the engineer.

Financials. - most recent audit you have and most recent financial statement balance sheet etc.

Certifications Section: all of these need to be signed by the Mayor. He will need a level 2 eauth to get into the application and digitally sign them

Summary/Submit tab:

This is a summary of the entire electronic application and lets you know any items that are missing.

1 know this looks like a lot but we can get most of this done pretty quickly.
Let me know when you have some time and we can wa k through the application together if needed. Sounds like the biggest hurdle is getting the financial information we need.
Thanks

Stan B. Hale
USDA RURAL DEVELOPMENT
Community Programs

State Loan Specialist

4121 Carmichael Road Suite 601
Montgomery Alabama 36106-3683
Voice Direct 334-279-3616

Fax 855-304-8457
stan.hale@al.usda.gov
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PROJECT INFORMATION Page 3 of 7

was constructed in the late 40's and early 50's according to dates found on some of the manhole lids. The bricks and the
mortar between the bricks have deteriorated to the point that there is very little mortar between the joints and bricks have
fallen into the bottom of the manholes and have been carried downstream into the sewer lines. The deterioration allows
ground water to enter the manholes during wet periods diluting the sewage and creating more effluent for the lagoon to treat.
The collection lines are mostly made of "Tera Cotta Clay". These clay pipes have deteriorated to the point that they are
comparable to Swiss Cheese. Video data shows that there are numerous cracks, holes, broken sections, and collapses
throughout the entire collection system. Uniontown is currently under a consent order from ADEM and a court order from
the Perry County Circuit Court to cease discharging unpermitted effluent into Cottonwood Creek and Freetown Creek.

Proposed Facility

The collection system will be rehabilitated. The manholes will either be lined with a structural limestone cement or replaced
with new concrete manholes. The main sewer lines will be corrected through complete replacement, pipe-bursting, or slip
lining. The laterals will be videoed and replaced as needed. The headworks will have a new automatic screen to remove
solids from the collection system. The influent from Uniontown's collection system will be pumped to the City of Demopolis
for treatment. The existing spray field will be decommissioned and reclaimed. The lagoon will be decommissioned and
reclaimed.

Conditions of the funding will include the sewer utility being transferred from the City to an independent utility board, and
third-party professional management. -pld
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PROJECT INFORMATION Page 3 of 7

was constructed in the late 40's and early 50's according to dates found on some of the manhole lids. The bricks and the
mortar between the bricks have deteriorated to the point that there is very little mortar between the joints and bricks have
fallen into the bottom of the manholes and have been carried downstream into the sewer lines. The deterioration allows
ground water to enter the manholes during wet periods diluting the sewage and creating more effluent for the lagoon to treat.
The collection lines are mostly made of "Tera Cotta Clay". These clay pipes have deteriorated to the point that they are
comparable to Swiss Cheese. Video data shows that there are numerous cracks, holes, broken sections, and collapses
throughout the entire collection system. Uniontown is currently under a consent order from ADEM and a court order from
the Perry County Circuit Court to cease discharging unpermitted effluent into Cottonwood Creek and Freetown Creek.

Proposed Facility

The collection system will be rehabilitated. The manholes will either be lined with a structural limestone cement or replaced
with new concrete manholes. The main sewer lines will be corrected through complete replacement, pipe-bursting, or slip
lining. The laterals will be videoed and replaced as needed. The headworks will have a new automatic screen to remove
solids from the collection system. The influent from Uniontown's collection system will be pumped to the City of Demopolis
for treatment. The existing spray field will be decommissioned and reclaimed. The lagoon will be decommissioned and
reclaimed.

Conditions of the funding will include the sewer utility being transferred from the City to an independent utility board, and
third-party professional management. -pld

005110



005111






005113



005114






005116



005117



005118



005119



A.INTRODUCTION

City of Uniontown plans to submit a financing request to the U.S. Department of Agriculture, Rural
Development (RD) to construct the proposed Sanitary Sewer Collection and Treatment Facility
Rehabilitation (Project) in Perry County, Alabama. RD is considering this financing request. Prior to
taking a federal action (i.e., providing financial assistance), RD is required to complete an environmental
impact analysis in accordance with the National Environmental Policy Act of 1969 (NEPA) (U.S.C. 4231 et
seq.}, the Council on Environmental Quality’s (CEQ) regulations for implementing NEPA (40 CFR Parts
1500-1508), and RD’s NEPA implementing regulations, Environmental Policies and Procedures (7 CFR
Part 1970). After completing an independent analysis of an environmental report prepared by City of
Uniontown and its consultant, RD concurred with its scope and content. In accordance with 7 CFR §
1970.102, RD adopted the report and issued it as the Agency’s Environmental Assessment (EA) for the
proposed Project. RD finds that the EA is consistent with federal regulations and meets the standards for
an adequate assessment. City of Uniontown published a newspaper notice, announcing the availability
of the EA for public review, in accordance with 7 CFR § 1970.102. In addition, RD considers the proposed
Project an undertaking subject to review under Section 106 of the National Historic Preservation Act
(NHPA), 16 USC 470(f), and its implementing regulation, “Protection of Historic Properties” (36 CFR Part
800).

B. PROJECT DESCRIPTION AND PURPOSE/NEED

The need for this project is based on the current state of the wastewater collection system, which is
in dire need of repair due to the excess inflow of wastewater into the lagoon that cannot be adequately
treated and discharged into the sprayfield. The purpose of the proposed project is to get the existing
wastewater collection system functional and help to eliminate the impermissible discharges through the
following proposed phases: CCTV monitoring, flow monitoring, collection system rehabilitation
(including cured-in-place pipe (CIPP), pipe replacement, and manhaole lining and replacement), flow
monitoring after collection system rehabilitation, and development of infrastructure to support the use
of the treatment facility in Demopolis to treat wastewater from Uniontown. The overall purpose of the
Project is to rehabilitate the city’s wastewater collection system and construct facilities for ultimate
treatment and discharge of the effluent. RD has reviewed the purpose and need for the Project and
determined that the proposal will meet the present and future needs of City of Uniontown.

C. ALTERNATIVES EVALUATED

1. No Action —Under the No Action Alternative, RD would not provide financial assistance to City
of Uniontown, and/or the proposed Project would not be constructed. This alternative would
not assist City of Uniontown in decreasing inflow and infiltration and eliminating unpermitted
discharges into Cottonwood Creek and Freemen Creek,

2. Action Alternative (Preferred Alternative) — Under the Action Alternative, RD would consider
financing the proposed Project, and City of Uniontown would construct the Project. The
proposed project would rehabilitate the city’s wastewater collection system to eliminate Inflow
and Infiltration (1&!1) to the extent practicable, gather data regarding the wastewater from
industrial users, and design and construct facilities to achieve treatment and discharge of the
effluent in compliance with foreseeable regulatory requirements as per 1780.1(g) “Water and
waste facilities will be designed, installed, and operated in accordance with applicable laws
which include but are not limited to the Safe Drinking Water Act, Clean Water Act and the
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Resource Conservation and Recovery Act”. The process will involve the development and
negotiation of State Indirect Discharge (SID) permit limits for industrial users to ensure the
aggregated untreated wastewater is within the design parameters of the treatment system.
Currently, based on assumptions that the remedy of 1&| and working with the industrial
dischargers will result in adequate flow and pollutant reductions, the course of action planned is
to construct screening facilities, pump stations, and a force main to transport the wastewater to
the City of Demopolis for treatment at their wastewater treatment plant. The existing treatment
lagoons and effluent spray field would be decommissioned and reclaimed. When the existing
WWTP and spray field permits are no longer in force, they will be regulated by ADEM as
unpermitted landfills. Remediation will be as required by ADEM Administrative Code Chapter
335-13-1-.13.

The ultimate course of action will be determined following the 1&I study and the various phases
of project implementation. After employing each strategy/process stage, we will evaluate
whether the preferred alternative remains the most effective approach to ensure system
functionality and compliance.

The Agency will evaluate the results of data obtained from the |&I study, observed wet weather
flows after collection system rehabilitation, the capability of the Demopolis Wastewater
Treatment Plant to treat the sewage, and the estimated cost to construct and operate the
facility. If the Agency determines to modify the scope of the project outside that anticipated in
the Environmental Assessment, the Agency would supplement the Environmental Assessment
to evaluate the impacts of the modified scope of the project and inform the public.

3 Other Alternatives Considered — In addition to the No Action Alternative and Action Alternative,
the City of Uniontown considered two types of tertiary biological/physical treatment plants that
would be built on the site of the current spray field. A treatment plant located at this site would
discharge into Freeman Creek. The treated effluent would have to meet the standards for Fish
and Wildlife as defined at ADEM Administrative Code Chapter 335-6-10-.9(5). This alternative
was deemed technically feasible and would have a lower cost of construction than the Action
Alternative. However, the high operating cost was prohibitive for the City of Uniontown.

D. SUMMARY OF ENVIRONMENTAL EFFECTS

The analyses in the EA documented that the proposed Project would have no adverse effects to
Land Use, Floodplains, Wetlands, Water Resources, Coastal Resources, Biological Resources, Cultural
Resources, Aesthetics, Air Quality, Socio-Economic Impact/Environmental Justas, Noise, Transportation,
and Human Health and Safety,

E. PUBLIC AND AGENCY INVOLVEMENT

The City of Uniontown published a newspaper notice, announcing the availability of the EA for
public review, in accordance with 7 CFR § 1970.102. In addition, RD considers the proposed Project an
undertaking subject to review under Section 106 of the National Historic Preservation Act (NHPA), 16
USC 470(f), and its implementing regulation, “Protection of Historic Properties” (36 CFR Part 800).
Pursuant to 36 CFR 800.8, and 36 CFR 800.2(d)(3) and in order to coordinate RD’s responsibilities for
public participation under NHPA with those of NEPA, the published newspaper notice also satisfies RD’s
responsibilities for public involvement under the NHPA. The notice was published on September 13, 14
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and 15, 2018, in Selma Times Journal of Dallas County, Alabama. A copy of the EA was available for
public review at the RD Area office at 321 Depot Street, Camden, Alabama. The 14-day comment period
ended on September 26, 2018,

RD received one letter from Black Warrior Riverkeeper (BWR), a non-profit organization.
Comments in the letter expressed concern over engineering capacity of systems in Uniontown and
Demopolis, the role of industrial discharges, and the affordability of rates for Uniontown residents
following the upgrades to the wastewater collection system. The comments did not challenge
conclusions made in the EA about impacts to environmental resources. The BWR letter mentioned
environmental justice regarding residents’ ability to pay to connect to the sewer and the higher rates
that might result from a loan from RD. Under the preferred alternative, Uniontown residential rates are
not anticipated to increase significantly. In the letter’s conclusion, BWR requested “...that USDA allow
stakeholders ... a seat at the table to ensure all pertinent information is meaningfully considered.” In
RD’s response, major points of the letter were addressed including that the connection or repair of
service lines would be at no cost to homeowners and that no loan was contemplated for the project as
proposed. RD also agreed to allow ongoing stakeholder involvement in the project planning stages.
Additionally, RD has ensured that an impartial onsite inspector from the Alabama Rural Water
Association will assist in the project.

The known stakeholder organizations are: The City of Uniontown (and their engineer(s)), RD, BWR,
and Black Belt Citizens Fighting for Health & Justice. Details of future stakeholder meetings have not
been negotiated at the time of publication of this FONSI. RD anticipates many meetings to share
information and ideas at mutually agreed upon milestones.

Additionally, a petition of 41 names was hand delivered to the Camden, Alabama RD office. The
statement at the top of the petition said the undersigned are not satisfied with the EA, feel there will be
severe environmental impacts associated with the project and requested an Environmental Impact
Statement be prepared without the particular consulting engineer hired by the city. The petition did not
identify deficiencies in the EA nor offer more details on the severe environmental impacts anticipated by
the petitioners. The petition did not bear a return address or point-of-contact for the petition, so RD was
unable to respond directly to the petition.

F. FINDING OF NO SIGNIFICANT IMPACT

Based on its EA, RD has concluded that the proposed Project would have no significant effects to
Land Use, Floodplains, Wetlands, Water Resources, Coastal Resources, Aesthetics, Air Quality, Noise,
Transportation, and Human Health and Safety. The proposed Project will utilize the Nationwide
Programmatic Agreement Among the U.S. Department of Agriculture Rural Development Programs,
National Conference of State Historic Preservation Officers and The Advisory Council on Historic
Preservation for Sequencing Section 106 (NPA) to achieve compliance with the National Historic
Preservation Act and formally determine effects on historic properties listed or eligible for listing on the
National Register of Historic Places. The proposed Project will have no effects to federally listed species
or designated critical habitat. The proposed Project would not disproportionately affect minority or low-
income populations.

In accordance with the National Environmental Policy Act, as amended (42 U.S.C. 4321 et seq.), the
Council on Environmental Quality Regulations (40 CFR 1500-1508), and USDA Rural Development’s

Environmental Policies and Procedures (7 CFR Part 1970), RD has determined that the environmental
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DEPARTMENT OF AGRICULTURE
Rural Development

City of Untontown: Notice of Finding of No Significant Impact
AGENCY: Rural Utility Service, USDA
ACTION: Notice of Finding of No Significant Impact.

SUMMARY: The Rural Utility Service (RUS) has made a Finding of No Significant Impact {FONSI) with respect to a request for possible
financing assistance to City of Uniontown for the construction of the Sanitary Sewer Collection and Treatment Facility Rehabilitation in

Perry County, Alabama.

FURTHER INFORMATION: To obtain copies of the EA and FONSI, or for further information, contact: Nivory Gordon, Jr,, Area Direc-
tor at USDA, RD, 321 Depot Street, Camden, AL 36726, 334-682-4116 Ext, 110 or via email at Nivory.gordon@al.usda.gov. The EA and

FONSI are also available for public review at Uniontown City Hall.

SUPPLEMENTARY INFORMATION; The City of Uniontown proposes to rehabilitate the city’s wastewater collection system and con-
struct screening facilities, pump stations and a force main to transport the wastewater to the City of Demopolis for treatment at their
wastewater treatment plant. The existing treatment lagoons and effluent spray field would be decommissioned and reclaimed. Altgrna-
tives considered by RUS and City of Uniontown include: No action and two types of treatment systems that would discharge into TFree-
town Creek, The alternatives are discussed in the EA. The RUS has reviewed and approved the EA for the proposed project.

The availability of the EA for public review was announced via notice in the Selma Times-Journal on September 13, 14, and 15, 2018, A
14-day comment period was announced in the newspaper notice. The EA was also available for public review at the USDA Rural De-
velopment office as well as City of Uniontown's city hall offices. No comments pertaining to environmental concerns with the proposed -
project were received.

Based on its EA, commilments made by City of Uniontown, and public comments received, RUS has concluded that the project would
have no significant impact (or no impacts) to water quality, wetlands, floodplains, land use, aesthetics, transportation, or human health

and safety.

The proposed Project will utilize the Nationwide Programmatic Agreement Among the U.$, Department of Agriculture Rural Develop-
ment Programs, National Conference of State Historic Preservation Officers and The Advisory Council on historic Preservation for Se-
quencing Section 106 {NPA) to achieve compliance with the Nation Historic Preservation Act and formally determine effects on historic
properties listed or eligible for listing on the National Register of Historic Places, The Agency has concluded that the proposed project is
not likely to affect federally listed threatened and endangered species or designated critical habitat thereof. The proposed project would
not dispropaortionately affect minority and/or low income populations.

No other potential significant impacts resulting from the proposed project have been identified. Therefore, RUS has determined that this
FONSI fulfills its obligations under the National Environmental Policy Act, as amended (42 U.S.C. 4321 et seq.}, the Council on Environ-—~ ™
mental Quality Regulations (40 CFR §§ 1500-1508), and USDA Rural Development’s Environmental Policies and Procedures (7 CFR Part =

1970) for its action related to the project.

RUS is satisfied that the environmental impacts of the proposed project have been adequately addressed. RUS's federal action would not
result in significant impacts to the quality of the human environment, and as such it will not prepare an Enwmnmental Impact Statement

for its action related to the proposed project.

Dated: September 27, 2018w
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A.INTRODUCTION

City of Uniontown plans to submit a financing request to the U.S. Department of Agriculture, Rural
Development (RD) to construct the proposed Sanitary Sewer Collection and Treatment Facility
Rehabilitation (Project) in Perry County, Alabama. RD is considering this financing request. Prior to
taking a federal action (i.e., providing financial assistance), RD is required to complete an environmental
impact analysis in accordance with the National Environmental Policy Act of 1969 (NEPA) (U.S.C. 4231 et
seq.}, the Council on Environmental Quality’s (CEQ) regulations for implementing NEPA (40 CFR Parts
1500-1508), and RD’s NEPA implementing regulations, Environmental Policies and Procedures (7 CFR
Part 1970). After completing an independent analysis of an environmental report prepared by City of
Uniontown and its consultant, RD concurred with its scope and content. In accordance with 7 CFR §
1970.102, RD adopted the report and issued it as the Agency’s Environmental Assessment (EA) for the
proposed Project. RD finds that the EA is consistent with federal regulations and meets the standards for
an adequate assessment. City of Uniontown published a newspaper notice, announcing the availability
of the EA for public review, in accordance with 7 CFR § 1970.102. In addition, RD considers the proposed
Project an undertaking subject to review under Section 106 of the National Historic Preservation Act
(NHPA), 16 USC 470(f), and its implementing regulation, “Protection of Historic Properties” (36 CFR Part
800).

B. PROJECT DESCRIPTION AND PURPOSE/NEED

The need for this project is based on the current state of the wastewater collection system, which is
in dire need of repair due to the excess inflow of wastewater into the lagoon that cannot be adequately
treated and discharged into the sprayfield. The purpose of the proposed project is to get the existing
wastewater collection system functional and help to eliminate the impermissible discharges through the
following proposed phases: CCTV monitoring, flow monitoring, collection system rehabilitation
(including cured-in-place pipe (CIPP), pipe replacement, and manhaole lining and replacement), flow
monitoring after collection system rehabilitation, and development of infrastructure to support the use
of the treatment facility in Demopolis to treat wastewater from Uniontown. The overall purpose of the
Project is to rehabilitate the city’s wastewater collection system and construct facilities for ultimate
treatment and discharge of the effluent. RD has reviewed the purpose and need for the Project and
determined that the proposal will meet the present and future needs of City of Uniontown.

C. ALTERNATIVES EVALUATED

1. No Action —Under the No Action Alternative, RD would not provide financial assistance to City
of Uniontown, and/or the proposed Project would not be constructed. This alternative would
not assist City of Uniontown in decreasing inflow and infiltration and eliminating unpermitted
discharges into Cottonwood Creek and Freemen Creek,

2. Action Alternative (Preferred Alternative) — Under the Action Alternative, RD would consider
financing the proposed Project, and City of Uniontown would construct the Project. The
proposed project would rehabilitate the city’s wastewater collection system to eliminate Inflow
and Infiltration (1&!1) to the extent practicable, gather data regarding the wastewater from
industrial users, and design and construct facilities to achieve treatment and discharge of the
effluent in compliance with foreseeable regulatory requirements as per 1780.1(g) “Water and
waste facilities will be designed, installed, and operated in accordance with applicable laws
which include but are not limited to the Safe Drinking Water Act, Clean Water Act and the

1

005168



Resource Conservation and Recovery Act”. The process will involve the development and
negotiation of State Indirect Discharge (SID) permit limits for industrial users to ensure the
aggregated untreated wastewater is within the design parameters of the treatment system.
Currently, based on assumptions that the remedy of 1&| and working with the industrial
dischargers will result in adequate flow and pollutant reductions, the course of action planned is
to construct screening facilities, pump stations, and a force main to transport the wastewater to
the City of Demopolis for treatment at their wastewater treatment plant. The existing treatment
lagoons and effluent spray field would be decommissioned and reclaimed. When the existing
WWTP and spray field permits are no longer in force, they will be regulated by ADEM as
unpermitted landfills. Remediation will be as required by ADEM Administrative Code Chapter
335-13-1-.13.

The ultimate course of action will be determined following the 1&I study and the various phases
of project implementation. After employing each strategy/process stage, we will evaluate
whether the preferred alternative remains the most effective approach to ensure system
functionality and compliance.

The Agency will evaluate the results of data obtained from the |&I study, observed wet weather
flows after collection system rehabilitation, the capability of the Demopolis Wastewater
Treatment Plant to treat the sewage, and the estimated cost to construct and operate the
facility. If the Agency determines to modify the scope of the project outside that anticipated in
the Environmental Assessment, the Agency would supplement the Environmental Assessment
to evaluate the impacts of the modified scope of the project and inform the public.

3 Other Alternatives Considered — In addition to the No Action Alternative and Action Alternative,
the City of Uniontown considered two types of tertiary biological/physical treatment plants that
would be built on the site of the current spray field. A treatment plant located at this site would
discharge into Freeman Creek. The treated effluent would have to meet the standards for Fish
and Wildlife as defined at ADEM Administrative Code Chapter 335-6-10-.9(5). This alternative
was deemed technically feasible and would have a lower cost of construction than the Action
Alternative. However, the high operating cost was prohibitive for the City of Uniontown.

D. SUMMARY OF ENVIRONMENTAL EFFECTS

The analyses in the EA documented that the proposed Project would have no adverse effects to
Land Use, Floodplains, Wetlands, Water Resources, Coastal Resources, Biological Resources, Cultural
Resources, Aesthetics, Air Quality, Socio-Economic Impact/Environmental Justas, Noise, Transportation,
and Human Health and Safety,

E. PUBLIC AND AGENCY INVOLVEMENT

The City of Uniontown published a newspaper notice, announcing the availability of the EA for
public review, in accordance with 7 CFR § 1970.102. In addition, RD considers the proposed Project an
undertaking subject to review under Section 106 of the National Historic Preservation Act (NHPA), 16
USC 470(f), and its implementing regulation, “Protection of Historic Properties” (36 CFR Part 800).
Pursuant to 36 CFR 800.8, and 36 CFR 800.2(d)(3) and in order to coordinate RD’s responsibilities for
public participation under NHPA with those of NEPA, the published newspaper notice also satisfies RD’s
responsibilities for public involvement under the NHPA. The notice was published on September 13, 14
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and 15, 2018, in Selma Times Journal of Dallas County, Alabama. A copy of the EA was available for
public review at the RD Area office at 321 Depot Street, Camden, Alabama. The 14-day comment period
ended on September 26, 2018,

RD received one letter from Black Warrior Riverkeeper (BWR), a non-profit organization.
Comments in the letter expressed concern over engineering capacity of systems in Uniontown and
Demopolis, the role of industrial discharges, and the affordability of rates for Uniontown residents
following the upgrades to the wastewater collection system. The comments did not challenge
conclusions made in the EA about impacts to environmental resources. The BWR letter mentioned
environmental justice regarding residents’ ability to pay to connect to the sewer and the higher rates
that might result from a loan from RD. Under the preferred alternative, Uniontown residential rates are
not anticipated to increase significantly. In the letter’s conclusion, BWR requested “...that USDA allow
stakeholders ... a seat at the table to ensure all pertinent information is meaningfully considered.” In
RD’s response, major points of the letter were addressed including that the connection or repair of
service lines would be at no cost to homeowners and that no loan was contemplated for the project as
proposed. RD also agreed to allow ongoing stakeholder involvement in the project planning stages.
Additionally, RD has ensured that an impartial onsite inspector from the Alabama Rural Water
Association will assist in the project.

The known stakeholder organizations are: The City of Uniontown (and their engineer(s)), RD, BWR,
and Black Belt Citizens Fighting for Health & Justice. Details of future stakeholder meetings have not
been negotiated at the time of publication of this FONSI. RD anticipates many meetings to share
information and ideas at mutually agreed upon milestones.

Additionally, a petition of 41 names was hand delivered to the Camden, Alabama RD office. The
statement at the top of the petition said the undersigned are not satisfied with the EA, feel there will be
severe environmental impacts associated with the project and requested an Environmental Impact
Statement be prepared without the particular consulting engineer hired by the city. The petition did not
identify deficiencies in the EA nor offer more details on the severe environmental impacts anticipated by
the petitioners. The petition did not bear a return address or point-of-contact for the petition, so RD was
unable to respond directly to the petition.

F. FINDING OF NO SIGNIFICANT IMPACT

Based on its EA, RD has concluded that the proposed Project would have no significant effects to
Land Use, Floodplains, Wetlands, Water Resources, Coastal Resources, Aesthetics, Air Quality, Noise,
Transportation, and Human Health and Safety. The proposed Project will utilize the Nationwide
Programmatic Agreement Among the U.S. Department of Agriculture Rural Development Programs,
National Conference of State Historic Preservation Officers and The Advisory Council on Historic
Preservation for Sequencing Section 106 (NPA) to achieve compliance with the National Historic
Preservation Act and formally determine effects on historic properties listed or eligible for listing on the
National Register of Historic Places. The proposed Project will have no effects to federally listed species
or designated critical habitat. The proposed Project would not disproportionately affect minority or low-
income populations.

In accordance with the National Environmental Policy Act, as amended (42 U.S.C. 4321 et seq.), the
Council on Environmental Quality Regulations (40 CFR 1500-1508), and USDA Rural Development’s

Environmental Policies and Procedures (7 CFR Part 1970), RD has determined that the environmental
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Dana Peterson, Policy Advisor
USDA Rural Development
Room 244-E

Direct: 202-260-8468
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From: ALCAMDEN-RD@one.usda.gov <ALCAMDEN-RD(@one.usda.gov>

Sent: Wednesday, September 19, 2018 3:07 PM

To: Bowen, Allen - RD, Montgomery, AL <Allen.Bowen{@al.usda.gov>; Gordon, Nivory - RD, Camden, AL
<Nivory.Gordon(@al.usda.gov>; Norwood, Rose - RD, Camden, AL <Rose.Norwood@al.usda.gov>

Subject: Send data trom MFP11303004 09/19/2018 13:06

Scanned from MFP11303004
Date:09/19/2018 13:06
Pages:2

Resolution;200x200 DPI
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> Montgomery, Alabama 36106-3683

> Voice Direct 334-279-3445

> Fax 855-304-8457

> Daniel. Williams4@AL.USDA.gov

-

> Stay Connected with USDA:

>

> USDA is an equal opportunity provider, employer and lender
>
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Rural Development
Camden Area Office

321 Depot Street
Camden, AL 36726

Voice 334.682.4116
Fax 855.840.7764

September 18, 2018

City of Uniontown
Jamaal Hunter, Mayor
100 Front Street
Uniontown, AL 36786

SUBJECT: City of Uniontown
Sewage Collection & Treatment Rehab 2018
Wastewater Application
Grant - $23,506,504.00
State of Alabama Funds - $3,287,500.00
CDBG/HUD - $325,000.00
DRA - $4,200,000.00

Dear Mayor Hunter:

This letter establishes conditions which must be understood and agreed to by you before
further consideration may be given to your application. The grant will be administered
on behalf of the Rural Utilities Service (RUS) by the State and Area staff of USDA
Rural Development, both of which are referred to throughout this letter as the Agency.
Any changes in project cost, source of funds, scope of project, or any other significant
changes in the project or applicant must be reported to and concurred with by the
Agency by written amendment to this letter. If significant changes are made without
obtaining such concurrence, the Agency may discontinue processing of the application.

All conditions set forth under Section I11 — Requirements Prior to Advertising for Bids
must be met within 120 days of the date of this letter. If you have not met these
conditions, the Agency reserves the right to discontinue the processing of your
application.

If you agree to meet the conditions set forth in this letter and desire further consideration
be given to your application, please complete and return the following forms within 10
days:

Form RD 1942-46, “Letter of Intent to Meet Conditions”
Form RD 1940-1, “Request for Obligation of Funds”
RUS Bulletin 1780-12, “Water and Waste System Grant Agreement”

The grant will be considered approved on the date Form RD 1940-1, “Request for
Obligation of Funds,” is signed by the approving official. Thus, this letter in itself does
not constitute loan and/or grant approval, nor does it ensure that funds are or will be
available for the project. When funds are available, the Form 1940-1 will be provided to

USDA is an equal opportunity provider, employer, and lender.
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you for your signature. After you sign and return the form to the Agency, the request will
be processed and grant funds will be approved and obligated.

Extra copies of this letter are being provided for use by your engineer, attorney, bond counsel
and accountant. All parties may access information and regulations referenced in this letter at
our website located at www.rd.usda.gov.

The conditions are as follows:

SECTION I - PROJECT DETAIL

1. Project Description — Funds will be used for Sewage Collection & Treatment Rehab.

Facilities will be designed and constructed in accordance with sound engineering practices and
must meet the requirements of Federal, State, and local agencies. The proposed facility design
must be based on the Preliminary Engineering Report (PER) as concurred with by the Agency.

2. Project Funding — The Agency is offering the following funding for your project:

Agency Grant - $ 23,506,504.00

This offer is based upon the following additional funding being obtained.

[State of Alabama ] - $ [3,287,500.00]
[CDBG/HUD ] - $ [ 325,000.00]
[DRA ]- $ [4,200,000.00]

TOTAL PROJECT COST - $[31,319.004.00]

This funding is offered based on the amounts stated above. Prior to loan closing, any increase in
non-Agency funding will be applied first as a reduction to Agency grant funds, up to the total
amount of the grant.

Any changes in funding sources following obligation of Agency funds must be reported to the
processing official. Project feasibility and funding will be reassessed if there is a significant
change in project costs after bids are received. If actual project costs exceed the project cost
estimates, an additional contribution by the Owner may be necessary. Prior to advertisement for
construction bids, you must provide evidence of applicant contributions and approval of other
funding sources. This evidence should include a copy of the commitment letter. Agency funds
will not be used to pre-finance funds committed to the project from other sources.

3. American Iron and Steel — Section 746 of Title V11 of the Consolidated Appropriations Act
of 2017 (Division A - Agriculture, Rural Development, Food and Drug Administration, and
Related Agencies Appropriations Act, 2017) and subsequent statutes mandating domestic
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preference applies a new American Iron and Steel (AIS) requirement to obligations made after
May 5th, 2017:

(1) No Federal funds made available for this fiscal year for the rural water, waste water, waste
disposal, and solid waste management programs authorized by the Consolidated Farm and
Rural Development Act (7 U.S.C. 1926 et seq.) shall be used for a project for the
construction, alteration, maintenance, or repair of a public water or wastewater system unless
all of the iron and steel products used in the project are produced in the United States.

(2) The term “iron and steel products” means the following products made primarily of iron or
steel: lined or unlined pipes and fittings, manhole covers and other municipal castings,
hydrants, tanks, flanges, pipe clamps and restraints, valves, structural steel, reinforced precast
concrete, and construction materials.

(3) The requirement shall not apply in any case or category of cases in which the Secretary of
Agriculture (in this section referred to as the “Secretary”) or the designee of the Secretary
finds that—

(a) applying the requirement would be inconsistent with the public interest;

(b) iron and steel products are not produced in the United States in sufficient and reasonably
available quantities or of a satisfactory quality; or

(c) inclusion of iron and steel products produced in the United States will increase the cost of
the overall project by more than 25 percent.”

Owners are ultimately responsible for compliance with AIS requirements and will be responsible
for the following:

(a) Signing loan resolutions, grant agreements and letters of intent to meet conditions which
include AIS language, accepting AlS requirements in those documents and in the letter of
conditions.

(b) Signing change orders (i.e. C-941 of EJCDC) and partial payment estimates (i.e. C-620 of
EJCDC) and thereby acknowledging responsibility for compliance with American and
Iron Steel requirements.

(c) Obtaining the certification letters from the consulting engineer upon substantial
completion of the project and maintaining this documentation for the life of the loan.

(d) Where the owner provides their own engineering and/or construction services, providing
copies of engineers’, contractors’, and manufacturers’ certification letters (as applicable)
to the Agency to insert into the Agency file. All certification letters must be kept in the
engineer’s project file and on site during construction. For Owner Construction (Force
Account), all clauses from Section 17 must be included in the Agreement for Engineering
Services.

(e) Where the owner directly procures AIS products, including AIS clauses in the
procurement contracts and obtaining manufacturers’ certification letters and providing
copies to consulting engineers and contractors.

4. Project Budget — Funding from all sources has been budgeted for the estimated expenditures
as follows:
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Project Costs:

Total Budgeted:

Administration/Legal $[10,000.00]

Development/ Construction [25,424,000.00]

Contingency [2,542,400.00]

Engineering Fees [2,857,240.00]
Includes:
Preliminary Engineering Report [ |
Environmental Report [ |
PreDevelopment [263,500.00]
Design [1,938,140.00]
Construction Administration (Inspection) [559,300.00]
Additional [96,300.00]

Equipment [130,000.00]

Interest - Interim [ |

Interest - Agency [ |

Land and Rights-of-Way [80,000.00]

Legal Fees - Local Attorney [ |

Legal Fees - Bond Counsel | |

[Electrical Service] [50,000.00]

[ALDOT Permit] [80,000.00]

[ADEM Permit] [12,650.00]

[Advertising] [18,710.00]

[Railroad Fees] [45,000.00]

TOTAL PROJECT COST [31,250,000.00]

Obligated loan or grant funds not needed to complete the proposed project will be deobligated
prior to start of construction. Any reduction will be applied to grant funds first. An amended
letter of conditions will be issued for any changes to the total project budget.

SECTION I -GRANT TERMS

5. Security — Additional security requirements are contained in RUS Bulletin 1780-12, “Water
and Waste System Grant Agreement,” and RUS Bulletin 1780-27, “Loan Resolution (Public
Bodies).” A draft of all security instruments, including draft bond resolution, must be reviewed
and concurred in by the Agency prior to advertising for bids. The bond resolution and Loan
Resolution must be duly adopted and executed prior to loan closing. The Grant Agreement must
be fully executed prior to the first disbursement of grant funds.

6. Construction Completion Timeframe - All projects must be completed and all funds
disbursed within five years of obligation. If funds are not disbursed within five years of
obligation, you must submit to the Agency a written request for extension of time with adequate
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justification of circumstances beyond your control. Requests for waivers beyond the initial
extension will be submitted to the Assistant Administrator for concurrence decision.

7. Disbursement of Agency Funds - Agency funds will be disbursed into the borrower’s
depository account through an electronic transfer system. SF 3881, “ACH
Vendor/Miscellaneous Payment Enrollment Form,” must be completed and submitted to the
Agency prior to advertising for bids.

Any applicant contribution will be the first funds expended, followed by other funding sources.
Interim financing or Agency loan funds will be expended after all other funding sources unless a
written agreement is reached with all other funding sources on how funds are to be disbursed
prior to start of construction or loan closing, whichever occurs first. Interim financing funds or
Agency loan funds must be used prior to the use of Agency grant funds. The Grant Agreement
must not be closed and funds must not be disbursed prior to loan funds except as specified in
RUS Instruction 1780.45(d). In the unlikely event the Agency mistakenly disburses funds, the
funds will be remitted back to the Agency electronically.

Grant funds are to be deposited in an interest-bearing account (exception provided below) in
accordance with 2 CFR Part 200 and interest in excess of $500 per year remitted to the Agency.
The funds should be disbursed by the recipient immediately upon receipt and there should be
little interest accrual on the Federal funds. Recipients shall maintain advances of Federal funds
in interest-bearing accounts, unless:

a. The recipient receives less than $120,000 in Federal awards per year.

b. The best reasonably available interest-bearing account would not be expected to earn
interest in excess of $500 per year on Federal cash balances.

c. The depository would require an average or minimum balance so high that it would not
be feasible within the expected Federal and non-Federal cash resources.

d. A foreign government or banking system prohibits or precludes interest-bearing
accounts.

8. Reserves — Reserves must be properly budgeted to maintain the financial viability and
sustainability of any operation. Reserves are important to fund unanticipated emergency
maintenance and repairs, and assist with debt service should the need arise. The following
reserves are required to be established as a condition of this loan:

a. Debt Service Reserve — As a part of this Agency loan proposal, you must establish a
debt service reserve fund equal to at least one annual loan installment of the existing loan,
General Obligation Sewer Warrant Series 2013, that accumulates at the rate of 10% of
one annual payment per year for ten years or until the balance is equal to one annual loan
payment. Ten percent of the existing loan installment would equal $ 991.17 per month;
this amount should be deposited monthly until a total of $ 118,938.00 has accumulated.
Prior written concurrence from the Agency must be obtained before funds may be
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withdrawn from this account during the life of the loan. When funds are withdrawn
during the life of the loan, deposits will continue as designated above until the fully-
funded amount is reached.

b. Short-Lived Asset Reserve — In addition to the debt service reserve fund, you must
establish a short-lived asset reserve fund. Based on the preliminary engineering report,
you must deposit at least $7,987.00 into the short-lived asset reserve fund annually for the
life of the loan to pay for repairs and/or replacement of major system assets. It is your
responsibility to assess your facility’s short-lived asset needs on a regular basis and adjust
the amount deposited to meet those needs.

Current assets can also be used to establish and maintain reserves for expected expenses,

including but not limited to operation and maintenance, deferred interest during the construction
period, and an asset management program.

SECTION Il -REQUIREMENTS PRIOR TO ADVERTISING FOR BIDS

9. Environmental Requirements — At the conclusion of the proposal’s environmental review
process, specific action(s) were determined necessary to avoid or minimize adverse
environmental impacts. As outlined in the Environmental Report dated August 13, 2018, the
following [action is / actions are] required for successful completion of the project and must be
adhered to during project design and construction:

The project as proposed has been evaluated to be consistent with the National Environmental
Policy Act. Other Federal, State, tribal, and local laws, regulations and or permits may apply or
be required. If the project or any project element deviates from or is modified from the
originally-approved project, additional environmental review may be required.

This project will be funded using the Programmatic Agreement among the U.S. Department of
Agriculture Rural Development Programs, National Conference of State Historic Preservation
Officers, Tribal Signatories, and The Advisory Council on historic Preservation for Sequencing
Section 106 (NPA). The NPA requires the following conditions be applicable to this obligation:

a. No federal funds for construction will be released prior to completion of Section 106
review.

b. Agency may de-obligate funding and withdraw awards for an undertaking until
completion of the Section 106 review.

c. You must initiate Section 106 no later than ninety (90) business days after the
announcement of their obligation if they have not done so already; and to notify the
appropriate RD agency that Section 106 has been initiated in accordance with 36 CFR
Part 800.2(c)(4), and 7 CFR Part 1970.5(b)(2) of the regulations, “Environmental Policies
and Procedures” (7 CFR Part 1970).

d. You must submit Section 508 of the Rehabilitation Act of 1973 (29 U.S.C. § 794 (d)), as
amended in 1998 (508 compliant) hard copy or electronic Section 106 documentation to
SHPOs, THPOs, Indian tribes, and NHOs based on the preference of the receiving party.
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10. Engineering Services — You have been required to complete an Agreement for Engineering
Services, which should consist of the Engineers Joint Contract Documents Committee (EJCDC)
documents as indicated in RUS Bulletin 1780-26, “Guidance for the Use of EJCDC Documents
on Water and Waste Projects with RUS Financial Assistance,” or other approved form of
agreement. The Agency will provide concurrence prior to advertising for bids, and must approve
any modifications to this agreement.

11. Contract Documents, Final Plans, and Specifications

a. The contract documents must consist of the EJCDC construction contract documents as
indicated in RUS Bulletin 1780-26 or other Agency-approved forms of agreement.

b. The contract documents, final plans, and specifications must comply with RUS
Instruction 1780, Subpart C — Planning, Designing, Bidding, Contracting, Constructing
and Inspections, and must be submitted to the Agency for concurrence prior to
advertising for bids along with an updated cost estimate. The Agency may require
another updated cost estimate if a significant amount of time elapses between the original
submission and advertising for bids.

c. The use of any procurement method other than competitive sealed bids must be requested
in writing and approved by the Agency.

12. Legal Services — You have been required to execute a legal services agreement with your
attorney and bond counsel, if applicable, for any legal work needed in connection with this
project. The agreement should stipulate an hourly rate for the work, with a “not to exceed”
amount for the services, including reimbursable expenses. RUS Bulletin 1780-7, “Legal
Services Agreement,” or similar format may be used. The Agency will provide concurrence
prior to advertising for bids. Any changes to the fees or services spelled out in the original
agreement must be reflected in an amendment to the agreement and have prior Agency
concurrence.

13. Property Rights - Prior to advertising for bids, you and your legal counsel must furnish
satisfactory evidence that you have or can obtain adequate continuous and valid control over the
lands and rights-of-way needed for the project. Acquisitions of necessary land and rights must
be accomplished in accordance with the Uniform Relocation Assistance and Real Property
Acquisition Policies Act. Such control over the lands and rights will be evidenced by the
following:

a. Right-of-Way Map - Your engineer will provide a map clearly showing the location of
all lands and rights-of-way needed for the project. The map must designate public and
private lands and rights and the appropriate legal ownership thereof.

b. Form RD 442-20, “Right-of-Way Easement” — This form may be used to obtain any
necessary easements for the proposed project.

c. Form RD 442-21, “Right-of-Way Certificate” — You will provide a certification on this
form that all right-of-way requirements have been obtained for the proposed project.
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d. Form RD 442-22, “Opinion of Counsel Relative to Rights-of-Way” — Your attorney
will provide a certification and legal opinion on this form addressing rights-of-way,
easements, and title.

#e. Preliminary Title Work (Title Opinion) — When applicable, your attorney will provide
a preliminary title opinion for any property related to the facility, currently owned and to
be acquired, along with copies of deeds, contracts or options for purchasing said property.
Form RD 1927-9, “Preliminary Title Opinion,” may be used.

#e. Preliminary Title Work — (Title Insurance) — When applicable, a title insurance binder
will be required on all real estate related to the facility now owned and property to be
acquired in connection with this project. The policy should name the United States of
America, acting through the United States Department of Agriculture, as the proposed
insured.

The approving official may waive title defects or restrictions, such as utility easements, that do
not adversely affect the suitability, successful operation, security value, or transferability of the
facility. Any such waivers must be provided by the approving official in writing prior to closing
or the start of construction, whichever occurs first.

You are responsible for the acquisition of all property rights necessary for the project and for
determining that prices paid are reasonable and fair. The Agency may require an appraisal by an
independent appraiser or Agency employee in order to validate the price to be paid.

14. System Policies, Procedures, Contracts, and Agreements — The facility must be operated
on a sound business plan. You must adopt policies, procedures, and/or ordinances outlining the
conditions of service and use of the proposed system. Mandatory connection policies should be
used where enforceable. The policies, procedures, and/or ordinances must contain an effective
collection policy for accounts not paid in full within a specified number of days after the date of
billing. They should include appropriate late fees, specified timeframes for disconnection of
service, and reconnection fees. A draft of these policies, procedures, and/or ordinances must be
submitted for Agency review and concurrence, along with the documents below, before closing
instructions may be issued unless otherwise stated.

a. Conflict of Interest Policy — Prior to obligation of funds, you must certify in writing that
your organization has in place an up-to-date written policy on conflict of interest. The
policy will include, at a minimum: (1) a requirement for those with a conflict or potential
conflict to disclose the conflict/potential conflict; (2) a clause that prohibits interested
members of the applicant’s governing body from voting on any matter in which there is a
conflict, and (3) a description of the specific process by which the governing body will
manage identified or potential conflicts.

You must also submit a disclosure of planned or potential transactions related to the use
of Federal funds that may constitute or present the appearance of personal or
organizational conflict of interest. Disclosure must be in the form of a written letter
signed and dated by the applicant’s official. A negative disclosure in the same format is
required if no conflicts are anticipated.
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Sample conflict of interest policies may be found at the National Council of Nonprofits
website, https://www.councilofnonprofits.org/tools-resources/conflict-of-interest, or in
Internal Revenue Service Form 1023, Appendix A, “Sample Conflict of Interest Policy,”
at http://www.irs.gov/pub/irs-pdf/i1023.pdf. Though these examples reference non-profit
corporations, the requirement applies to all types of Agency borrowers.

Assistance in developing a conflict of interest policy is available through Agency-
contracted technical assistance providers if desired.

. Sewage Treatment Contract — Any proposals to purchase sewage treatment services
must be evidenced by a sewage treatment contract. A draft of the proposed contract must
be submitted to the Agency for review and concurrence prior to advertising for bids. The
draft contract must meet the requirements of RUS Instruction 1780.62.

Sewer User Agreement — Projects not involving mandatory connection require users to
execute a Sewer Users Agreement. The draft agreement must receive RD concurrence
prior to advertising for bids. RUS Bulletin 1780-9, “Water Users Agreement,” or similar
format may be used.

Contracts for Other Services/Lease Agreement — Drafts of any contracts or other
forms of agreements for other services, including audit, management, operation, and
maintenance, or lease agreements covering real property essential to the successful
operation of the facility, must be submitted to the Agency for review and concurrence
prior to advertising for bids.

Establishment of a Utilities Board - City of Uniontown must establish a Utilities Board
for the operations of the Water and Sewer System. Provide a copy of proposed Articles of
Incorporation and By-Laws for Agency review and concurrence.

Mandatory Ordinance for Hook-ups - Implementation of a mandatory ordinance for
hook-ups on water and sewer within city’s jurisdiction. This ordinance must be enforced
by the city and the newly formed Utilities Board.

On-site Management - Applicant must advertise for on-site management ( day to day
management) on a contractual basis. All contracts must be reviewed and concurred by
USDA Rural Development prior to acceptance by the Utilties Board.

. Annual Mandatory Training - All Board members must comply with the Annual
Mandatory Training requirement in order to remain a viable board member.

Other agreements with governments or other entities regarding joint operation of
facilities, granting authority to Agency borrower for providing service within another
entity’s service area, etc. The draft agreement must receive Agency concurrence prior to
advertising for bids.

Fully executed copies of any policies, procedures, ordinances, contracts, or agreements must be
submitted prior to loan closing, with the exception of the conflict of interest policy, which must
be in place prior to obligation of funds.

15. Closing Instructions — The Agency will prepare closing instructions as soon as the

requirements of the previous paragraphs are complete, as well as a draft of the security
instrument(s). Closing instructions must be obtained prior to advertising for bids.
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16. Construction Account — You must establish a construction account for all funds related to
the project. Construction funds will be deposited with an acceptable financial institution or
depository that meets the requirements of 31 CFR Part 202. A separate account will not be
required for Federal funds and other funds; however, the recipient must be able to separately
identify, report, and account for all Federal funds, including the receipt, obligation and
expenditure of funds. Financial institutions or depositaries accepting deposits of public funds
and providing other financial agency services to the Federal Government are required to pledge
adequate, acceptable securities as collateral, in accordance with 31 CFR Part 202. All funds in
the account will be secured by a collateral pledge equaling at least 100% of the highest amount
of funds expected to be deposited in the construction account at any one time. Your financial
institution can provide additional guidance on collateral pledge requirements.

Agency funds will be disbursed into the borrower’s depository account through an electronic
transfer system. SF 3881, “ACH Vendor/Miscellaneous Payment Enrollment Form,” must be
completed and submitted to the Agency prior to advertising for bids.

17. System Users — This letter of conditions is based upon your indication at application that
there will be at least [787] residential users, [33] non-residential users on the system when
construction is completed.

Before the Agency can agree to the project being advertised for construction bids, you must
certify that the number of users indicated at application are currently using the system or signed
up to use the system once it is operational.

If the actual number of existing and/or proposed users that have signed up for service is less than
the number indicated at the time of application, you must provide the Agency with a written plan
on how you will obtain the necessary revenue to adequately cash flow the expected operation,
maintenance, debt service, and reserve requirements of the proposed project (e.g., increase user
rates, sign up an adequate number of other users, reduce project scope, etc.). Similar action is
required if there is cause to modify the anticipated flows or volumes presented following
approval.

If you are relying on mandatory connection requirements, you must provide evidence of the
authorizing ordinance or statute along with your user certification.

a. Sewer User Agreements — Users will be required to execute a Sewer Users Agreement
prior to advertising for construction bids. The amount of cash contributions required will
be set by you and concurred with by the Agency. Contributions should be an amount
high enough to indicate sincere interest on the part of the potential user, but not so high as
to preclude service to low income families, and have a deadline for the contribution to be
used or forfeited. RUS Bulletin 1780-9, “Water Users Agreement,” or similar agreement
may be used.

b. Service Declination Statement — Each potential user who is located along planned lines
and declines the offered service will be provided an opportunity to sign a “Service
Declination Statement.”

10

005239



18. Other Funding — Prior to advertising for bids, you must provide evidence of applicant
contributions and approval of other funding sources. This evidence should include a copy of the
commitment letter from each source.

19. Proposed Operating Budget — You must establish and/or maintain a rate schedule that
provides adequate income to meet the minimum requirements for operation and maintenance
(O&M), debt service, and reserves. Prior to advertising for bids, you must submit a proposed
annual operating budget to the Agency which supports the operation, maintenance, debt service,
and reserves, as well as your proposed rate schedule. The operating budget should be based on a
typical year cash flow after completion of the construction phase and should be signed by the
appropriate official of your organization. Form RD 442-7, “Operating Budget,” or similar
format may be utilized for this purpose. It is expected that O&M will change over each
successive year and user rates will need to be adjusted on a regular basis.

Technical assistance is available at no cost to help you evaluate and complete a rate analysis on
your system. This assistance is available free to your organization. If you are interested please
contact our office for information.

20. Permits —The owner or responsible party will be required to obtain all applicable permits for
the project, prior to advertising for bids. The consulting engineer must submit written evidence
that all applicable permits required prior to construction have been obtained with submission to
the Agency of the final plans, specifications, and bid documents.

21. Vulnerability Assessment/Emergency Response Plan (VA/ERP) — The Agency requires
all financed water and wastewater systems to have a VA/ERP in place. Borrowers with existing
systems must provide a certification that a VA/ERP has been completed prior to advertising for
bids. The VA/ERP documents themselves are not submitted to the Agency. The VA/ERP must
address potential impacts from natural disasters and other emergency events. In particular, it
should include plans to address impacts of flash flooding in areas where severe drought or
wildfires occur. The documents should be reviewed and updated every three years at a minimum.

For new systems, see Section V of this letter of conditions. For VA/ERP requirements
throughout the life of the loan, see Section VII. Technical assistance at no cost is available in
preparing these documents.

22. Bid Authorization - Once all the conditions outlined in Section I11 of this letter have been
met, the Agency will authorize you to advertise the project for construction bids. Such
advertisement must be in accordance with applicable State statutes.

SECTION IV - REQUIREMENTS PRIOR TO START OF CONSTRUCTION

23. Bid Tabulation — Immediately after bid opening, you must provide the Agency with the bid
tabulation and your engineer’s evaluation of bids and recommendations for contract awards. If
the Agency agrees that the construction bids received are acceptable, adequate funds are
available to cover the total project costs, and all the requirements of Section Il of this letter have
been satisfied, the Agency will authorize you to issue the Notice of Award.
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a. Cost Overruns. If bids are higher than expected, or if unexpected construction problems
are encountered, you must utilize all options to reduce cost overruns. Negotiations,
redesign, use of bidding alternatives, rebidding or other means will be considered prior to
commitment of subsequent funding by the Agency. Any requests for subsequent funding
to cover cost overruns will be contingent on the availability of funds. Cost overruns
exceeding 20% of the development cost at time of loan or grant approval or where the
scope of the original purpose has changed will compete for funds with all other
applications on hand as of that date.

b. Excess Funds. If bids are lower than anticipated at time of obligation, excess funds must
be deobligated prior to start of construction except in the cases addressed in this
paragraph. In cases where the original PER for the project included items that were not
bid, or were bid as an alternate, the State Office official may modify the project to fully
utilize obligated funds for those items. Amendments to the PER, ER, and letter of
conditions may be needed for any work not included in the original project scope. Inall
cases, prior to start of construction, excess funds will be deobligated, with grant funds
being deobligated first. Excess funds do not include contingency funds as described in
this letter.

24. Contract Review — Your attorney will certify that the executed contract documents,
including performance and payment, if required, are adequate and that the persons executing
these documents have been properly authorized to do so in accordance with RUS Instruction
1780.61(b).

Once your attorney has certified that they are acceptable, the contract documents will be
submitted to the Agency for its concurrence. The Notice to Proceed cannot be issued until the
Agency has concurred with the construction contracts.

25. Final Rights-of-Way — If any of the rights-of-way forms listed previously in this letter
contain exceptions that do not adversely affect the suitability, successful operation, security
value, or transferability of the facility, the approving official must provide a written waiver prior
to the issuance of the Notice to Proceed. For projects involving the acquisition of land, you must
provide evidence that you have clear title to the land prior to the issuance of the Notice to
Proceed.

Final Title Work - Your attorney must furnish a separate final title opinion on all existing real
property related to the facility, now owned and to be acquired for this project, as of the day of
loan closing or start of construction, whichever occurs first. Form RD 1927-10, “Final Title
Opinion” may be used.

Final Title Work - Immediately after closing or prior to the start of construction, whichever
comes first, a Title Insurance Policy must be provided for all existing real property related to the
facility, now owned and to be acquired for this project.
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26. Insurance and Bonding Reguirements - Prior to the start of construction or loan closing,
whichever occurs first, you must acquire and submit to the Agency proof of the types of
insurance and bond coverage for the borrower shown below. The use of deductibles may be
allowed, providing you have the financial resources to cover potential claims requiring payment
of the deductible. The Agency strongly recommends that you have your engineer, attorney, and
insurance provider(s) review proposed types and amounts of coverage, including any exclusions
and deductible provisions. It is your responsibility and not that of the Agency to assure that
adequate insurance and fidelity or employee dishonesty bond coverage is maintained.

a. General Liability Insurance — Include vehicular coverage.

b. Workers’ Compensation — In accordance with appropriate State laws.

c. Fidelity or Employee Dishonesty Bonds — Include coverage for all persons who have
access to funds, including persons working under a contract or management agreement.
Coverage may be provided either for all individual positions or persons, or through
blanket coverage providing protection for all appropriate workers. During construction,
each position should be bonded in an amount equal to the maximum amount of funds to
be under the control of that position at any one time. The coverage may be increased
during construction based on the anticipated monthly advances. After construction and
throughout the life of the loan, the amount of coverage must be for at least the total
annual debt service of all outstanding Agency loans. The Agency will be identified in the
fidelity bond for receipt of notices. Form RD 440-24, “Position Fidelity Schedule Bond,”
or similar format may be used.

d. National Flood Insurance - If the project involves acquisition or construction in
designated special flood or mudslide prone areas, you must purchase a flood insurance
policy at the time of loan closing.

e. Real Property Insurance — Fire and extended coverage will normally be maintained on
all structures except reservoirs, pipelines and other structures if such structures are not
normally insured, and subsurface lift stations except for the value of electrical and
pumping equipment. The Agency will be listed as mortgagee on the policy when the
Agency has a lien on the property. Prior to the acceptance of the facility from the
contractor(s), you must obtain real property insurance (fire and extended coverage) on all
facilities identified above.

Insurance types described above are required to be continued throughout the life of the loan. See
Section VII.

27. Form AD-3031 - You are required to complete and submit Form AD-3031 “Assurance
Regarding Felony Convictions or Tax Delinquent Status for Corporate Applicants.”

28. Initial Compliance Review — The Agency will conduct an initial compliance review of the
borrower prior to loan closing or start of construction, whichever occurs first, in
accordance with 7 CFR 1901, Subpart E.

SECTION V - REQUIREMENTS PRIOR TO LOAN CLOSING

29. Vulnerability Assessment/Emergency Response Plan (VA/ERP) — The Agency requires
all financed water and wastewater systems to have a VA/ERP in place. New water or
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wastewater systems must provide a certification that an ERP is complete prior to the start of
operation, and a certification that a VA is complete must be submitted within one year of the
start of operation. Borrowers with existing systems must provide a certification that a VA and
ERP are completed prior to authorization to advertise for bids. The VA/ERP documents are not
submitted to the Agency. Technical assistance is available in preparing these documents at no
cost to you. The VA/ERP must address potential impacts from natural disasters and other
emergency events. In particular, it should include plans to address impacts of flash flooding in
areas where severe drought or wildfires occur. The documents should be reviewed and updated
every three years at a minimum.

30. Other Requirements — All requirements contained in the Agency’s closing instructions, as
well as any requirements of your bond counsel and/or attorney, must be met prior to loan closing.

a. System for Award Management. You will be required to maintain a Dun and
Bradstreet Data Universal Numbering System (DUNS) number and maintain an active
registration in the System for Award Management (SAM) database. Renewal can be
done on-line at: http://sam.gov. This registration must be renewed and revalidated every
twelve (12) months for as long as there are Agency funds to be expended. See Appendix
A.

To ensure the information is current, accurate and complete, and to prevent the SAM
account expiration, the review and updates must be performed within 365 days of the
activation date, commonly referred to as the expiration date. The registration process
may take up to 10 business days. (See 2 CFR Part 25 and the “Help” section at

http://sam.gov).

b. Litigation. You are required to notify the Agency within 30 days of receiving
notification of being involved in any type of litigation prior to loan closing or start of
construction, whichever occurs first. Additional documentation regarding the situation
and litigation may be requested by the Agency.

c. Certified Operator. Evidence must be provided that your system has or will have, as
defined by applicable State or Federal requirements, a certified operator available prior to
the system becoming operational, or that a suitable supervisory agreement with a certified
operator is in effect.

SECTION VI - REQUIREMENTS DURING CONSTRUCTION AND POST
CONSTRUCTION

31. Resident Inspector(s) — Full-time inspection is required unless you request an exception.
Such requests must be made in writing and the Agency must concur with the request. Inspection
services are to be provided by the consulting engineer unless other arrangements are requested in
writing and concurred with by the Agency. A resume of qualifications of any resident
inspector(s) will be submitted to the owner and Agency for review and concurrence prior to the
pre-construction conference. The resident inspector(s) must attend the pre-construction
conference.
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32. Preconstruction Conference — A preconstruction conference will be held prior to the
issuance of the Notice to Proceed. The consulting engineer will review the planned development
with the Agency, owner, resident inspector, attorney, contractor, other funders, and other
interested parties, and will provide minutes of this meeting to the owner and Agency.

33. Inspections - The Agency requires a pre-construction conference, pre-final and final
inspections, and a warranty inspection. Your engineer will schedule a warranty inspection with
the contractor and the Agency before the end of the one-year warranty period to address and/or
resolve any warranty issues. The Agency will conduct an inspection with you of your records
management system at the same time, and will continue to inspect the facility and your records
system every three years for the life of the loan. See Section VII of this letter.

34. Change Orders — Prior Agency concurrence is required for all Change Orders.

35. Payments — Prior Agency concurrence is required for all Invoices and Partial Payment
Estimates before Agency funds will be released. Requests for payment related to a contract or
service agreement will be signed by the owner, project engineer, and contractor or service
provider prior to Agency concurrence. Invoices not related to a construction contract or service
agreement will include the owner’s written concurrence.

36. Use of Remaining Funds — Applicant contribution and connection or tap fees will be the
first funds expended in the project, followed by non-Agency sources of funds. Remaining funds
may be considered in direct proportion to the amounts obtained from each source and handled as
follows:

a. Remaining funds may be used for eligible loan and grant purposes, provided the use will
not result in major changes to the original scope of work and the purpose of the loan and
grant remains the same.

b. Grant funds not expended for authorized purposes will be cancelled (de-obligated) within
90 days of final completion of project. Prior to actual cancellation, you and your attorney
and engineer will be notified of the Agency’s intent to cancel the remaining funds and
given appropriate appeal rights.

37. Technical, Managerial and Financial Capacity - It is required that members of the Board
of Directors, City Council members, trustees, commissioners and other governing members
possess the necessary technical, managerial, and financial capacity skills to consistently comply
with pertinent Federal and State laws and requirements. It is recommended members receive
training within one year of appointment or election to the governing board, and a refresher
training for all governing members on a routine basis. The content and amount of training
should be tailored to the needs of the particular individual and the utility system. Technical
assistance providers are available to provide this training for your organization, often at no cost.
Contact the Agency for information.

38. Reporting Requirements Related to Expenditure of Funds
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a. FEinancial Audit- An annual audit under the Single Audit Act is required if you expend
$750,000 or more in Federal financial assistance per fiscal year. The total Federal funds
expended from all sources shall be used to determine Federal financial assistance
expended. Expenditures of interim financing are considered Federal expenditures.

All audits are to be performed in accordance with 2 CFR Part 200, as adopted by USDA
through 2 CFR Part 400. Further guidance on preparing an acceptable audit can be
obtained from the Agency. The audit must be prepared by an independent licensed
Certified Public Accountant, or a State or Federal auditor if allowed by State law, and
must be submitted within 9 months of your fiscal year end.

If an audit is required, you must enter into a written agreement with the auditor and
submit a copy to the Agency prior to the advertisement of bids. The audit agreement may
include terms and conditions that the borrower and auditor deem appropriate; however,
the agreement should include the type of audit to be completed, the time frame in which
the audit will be completed, and how irregularities will be reported.

b. Reporting Subawards and Executive Compensation — You as a recipient of Federal
funds and your first-tier contractors are required by 2 CFR Part 170 to report
disbursements to subrecipients in accordance with Appendix B of this letter and
www.fsrs.gov. Your Agency processing office can provide more information.

SECTION VII - SERVICING REQUIREMENTS DURING THE TERM OF THE LOAN

39. Security/Operational Inspections — The Agency will inspect the facility and conduct a
review of your operations and records management system and conflict of interest policy every
three years for the life of the loan. You must participate in these inspections and provide the
required information.

40. Annual Financial Reporting/Audit Requirements — You are required to submit an annual
financial report at the end of each fiscal year. The annual report will be certified by the
appropriate organization official, and will consist of financial information and a rate schedule.
Financial statements must be prepared on the accrual basis of accounting in accordance with
generally accepted accounting principles (GAAP), and must include at a minimum a balance
sheet and income and expense statement. The annual report will include separate reporting for
each water and waste disposal facility, and itemize cash accounts by type (debt service, short-
lived assets, etc.) under each facility. All records, books and supporting material are to be
retained for three years after the issuance of the annual report. Technical assistance is available
at no cost with preparing financial reports.

The type of financial information that must be submitted is specified below:

a. Audits — An annual audit under the Single Audit Act is required if you expend $750,000
or more in Federal financial assistance per fiscal year. The total Federal funds expended
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from all sources shall be used to determine Federal financial assistance expended.
Expenditures of interim financing are considered Federal expenditures.

All audits are to be performed in accordance with 2 CFR Part 200, as adopted by USDA
through 2 CFR Part 400. Further guidance on preparing an acceptable audit can be
obtained from the Agency. It is not intended that audits required by this part be separate
and apart from audits performed in accordance with State and local laws. To the extent
feasible, the audit work should be done in conjunction with those audits. The audit must
be prepared by an independent licensed Certified Public Accountant, or a State or Federal
auditor if allowed by State law, and must be submitted within 9 months of your fiscal
year end.

If an audit is required, you must enter into a written agreement with the auditor and
submit a copy to the Agency prior to the advertisement of bids. The audit agreement may
include terms and conditions that the borrower and auditor deem appropriate; however,
the agreement should include the type of audit or financial statements to be completed,
the time frame in which the audit or financial statements will be completed, what type of
reports will be generated from the services provided, and how irregularities will be
reported.

Financial Statements — If you expend less than $750,000 in Federal financial assistance
per fiscal year, you may submit financial statements in lieu of an audit which include at a
minimum a balance sheet and an income and expense statement. You may use Form RD
442-2, “Statement of Budget, Income and Equity,” and 442-3, “Balance Sheet,” or
similar format to provide the financial information. The financial statements must be
signed by the appropriate borrower official and submitted within 60 days of your fiscal
year end.

Quarterly Reports — Quarterly Income and Expense Statements will be required until
the processing office waives this requirement. You may use Form RD 442-2 or similar
format to provide this information, and the reports are to be signed by the appropriate
borrower official and submitted within 30 days of each quarter’s end. The Agency will
notify you in writing when the quarterly reports are no longer required.

41. Annual Budget and Projected Cash Flow - Thirty days prior to the beginning of each

fiscal year, you will be required to submit an annual budget and projected cash flow to this office.
With the submission of the annual budget, you will be required to provide a current rate schedule,
and a current listing of the Board or Council members and their terms. The budget must be
signed by the appropriate borrower official. Form RD 442-2 or similar format may be used.

Technical assistance is available at no cost to help you evaluate and complete a rate analysis on
your system, as well as completing the annual budget. If you are interested, please contact our
office for information.

42. Vulnerability Assessment/Emergency Response Plan (VA/ERP) — You will be required

to submit a certification to the servicing office every three years that the VA/ERP is current and
covers all sites related to the facility. The documents themselves are not submitted to the
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Agency. The VA/ERP must address potential impacts from natural disasters and other
emergency events. In particular, it should include plans to address impacts of flash flooding in
areas where severe drought or wildfires occur. The documents should be reviewed and updated
every three years at a minimum.

43. Insurance. You will be required to maintain insurance on the facility and employees as
previously described in this letter for the life of the loan.

44. Statutory and National Policy Requirements — As a recipient of Federal funding, you are
required to comply with U.S. statutory and public policy requirements, including but not limited
to:

a. Section 504 of the Rehabilitation Act of 1973 — Under Section 504 of the Rehabilitation
Act of 1973, as amended (29 U.S.C. 794), no handicapped individual in the United States
shall, solely by reason of their handicap, be excluded from participation in, be denied the
benefits of, or be subjected to discrimination under any program or activity receiving
Agency financial assistance.

b. Civil Rights Act of 1964 — All borrowers are subject to, and facilities must be operated
in accordance with, Title VI of the Civil Rights Act of 1964 (42 U.S.C. 2000d et seq.)
and 7 CFR 1901, Subpart E, particularly as it relates to conducting and reporting of
compliance reviews. Instruments of conveyance for loans and/or grants subject to the
Act must contain the covenant required by Paragraph 1901.202(e) of this Title.

c. The Americans with Disabilities Act (ADA) of 1990 — This Act (42 U.S.C. 12101 et
seq.) prohibits discrimination on the basis of disability in employment, State and local
government services, public transportation, public accommodations, facilities, and
telecommunications.

d. Age Discrimination Act of 1975 — This Act (42 U.S.C. 6101 et seq.) provides that no
person in the United States shall on the basis of age, be excluded from participation in, be
denied the benefits of, or be subjected to discrimination under any program or activity
receiving Federal financial assistance.

e. Limited English Proficiency (LEP) under Executive Order 13166 - LEP statutes and
authorities prohibit exclusion from participation in, denial of benefits of, and
discrimination under Federally-assisted and/or conducted programs on the ground of race,
color, or national origin. Title VI of the Civil Rights Act of 1964 covers program access
for LEP persons. LEP persons are individuals who do not speak English as their primary
language and who have a limited ability to read, speak, write, or understand English.
These individuals may be entitled to language assistance, free of charge. You must take
reasonable steps to ensure that LEP persons receive the language assistance necessary to
have meaningful access to USDA programs, services, and information your organization
provides. These protections are pursuant to Executive Order 13166 entitled, “Improving
Access to Services by Persons with Limited English Proficiency” and further affirmed in
the USDA Departmental Regulation 4330-005, “Prohibition Against National Origin
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Discrimination Affecting Persons with Limited English Proficiency in Programs and
Activities Conducted by USDA.”

Agency financial programs must be extended without regard to race, color, religion, sex, national
origin, marital status, age, or physical or mental handicap. You must display posters (provided
by the Agency) informing users of these requirements, and the Agency will monitor your
compliance with these requirements during regular compliance reviews.

45. Compliance Reviews and Data Collection — The Agency will conduct regular compliance
reviews of the borrower and its operation in accordance with 7 CFR Part 1901, Subpart E, and 36
CFR 1191, Americans with Disabilities Act (ADA) Accessibility Guidelines for Buildings and
Facilities; Architectural Barriers Act (ABA) Accessibility Guidelines. Compliance reviews will
typically be conducted in conjunction with the security inspections described in this letter. If
beneficiaries (users) are required to complete an application or screening for the use of the
facility or service that you provide, you must request and collect data by race (American Indian
or Alaska Native, Asian, Black or African American, White); ethnicity (Hispanic or Latino, Not
Hispanic or Latino); and by sex. The Agency will utilize this data as part of the required
compliance review.

SECTION VIII - REMEDIES FOR NON-COMPLIANCE

Non-compliance with the conditions in this letter or requirements of your security documents
will be addressed under the provisions of 7 CFR 1782 and other applicable regulations, statutes,
and policies.

We look forward to working with you to complete this project. If you have any questions, please
contact Allen Bowen, Program Director at 334-279-3617 or by e-mail at
allen.bowen@al.usda.gov.

Sincerely,

NIVORY GORDON, JR.
Area Director

Attachments

cc:  Community Programs Director
Accountant
Attorney
Bond Counsel
Engineer
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ACRONYMS:

ABA - Architectural Barriers Act

ACH - Automated Clearing House

AD — Agriculture Department

ADA - Age Discrimination Act

CFDA - Catalog of Federal Domestic Assistance

CFR - Code of Federal Regulations

CPAP — Commercial Programs Application Processing
DUNS - Dun and Bradstreet Data Universal Numbering System
EJCDC - Engineers Joint Contract Documents Committee
ERP — Emergency Response Plan

GAAP — Generally Accepted Accounting Principles
LEP — Limited English Proficiency

OC - Owner Construction

OPS — Owner-Performed Services

O&M - Operation and Maintenance

PER — Preliminary Engineering Report

RD — Rural Development

RUS — Rural Utilities Service

SAM - System for Award Management

SF — Standard Form

UCC - Uniform Commercial Code

USC - United States Code

USDA - United States Department of Agriculture

VA - Vulnerability Assessment
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FORMS and BULLETINS:

Form AD-3031 “Assurance Regarding Felony Convictions or Tax Delinquent Status for
Corporate Applicants” — Item 29

Internal Revenue Service Form 1023, Appendix A, “Sample Conflict of Interest Policy” - Item
15

Form RD 440-22, “Promissory Note” — Item 5

Form RD 440-24, “Position Fidelity Schedule Bond” — Item 28

Form RD 442-2, “Statement of Budget, Income and Equity” — Items 44 and 45

Form RD 442-3, “Balance Sheet” — Item 44

Form RD 442-7, “Operating Budget” — Item 21

Form RD 442-20, “Right-of-Way Easement” — Item 14

Form RD 442-21, “Right-of-Way Certificate” — Item 14

Form RD 442-22, “Opinion of Counsel Relative to Rights-of-Way” — Item 14

Form RD 1927-9, “Preliminary Title Opinion” — Item 14

Form RD 1927-10, “Final Title Opinion” — Item 27

Form RD 1940-1, “Request for Obligation of Funds” — Pages 1 and 2

Form RD 1942-8, “Resolution of Members or Stockholders” — Item 5

Form RD 1942-46, “Letter of Intent to Meet Conditions” — Page 1

Form RD 3550-28, “Authorization Agreement for Preauthorized Payments” — Items 6 and 30

Form UCC-1, “Financing Statement” — Item 5

Form UCC-1Ad, “UCC Financing Statement Addendum” — Item 5

SF 3881, “ACH Vendor/Miscellaneous Payment Enrollment Form” — Items 8 and 18

RUS Bulletin 1780-7, “Legal Services Agreement” — Item 13

RUS Bulletin 1780-9, “Water Users Agreement” - Items 15 and 19

RUS Bulletin 1780-12, “Water and Waste System Grant Agreement” — Page 1 and Item 5

RUS Bulletin 1780-26, “Guidance for the Use of EJCDC Documents on Water and Waste
Projects with RUS Financial Assistance” — Items 11 and 12

RUS Bulletin 1780-27, “Loan Resolution (Public Bodies)” — Item 5

RUS Bulletin 1780-28, “Loan Resolution Security Agreement” — Item 5
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[The following two appendices are included as required by 2 CFR Parts 25 and 170 and apply to
all direct and guaranteed loans and grants]

Appendix A

2 CFR Part 25

SYSTEM FOR AWARD MANAGEMENT AND UNIVERSAL IDENTIFIER
REQUIREMENTS

A. Requirement for System for Award
Management

Unless you are exempted from this requirement under 2 CFR 25.110, you as the recipient
must maintain the currency of your information in the SAM until you submit the final
financial report required under this award or receive the final payment, whichever is later.
This requires that you review and update the information at least annually after the initial
registration, and more frequently if required by changes in your information or another
appendix.

B. Requirement for unique entity identifier

If you are authorized to make subawards under this award, you:

1. Must notify potential subrecipients that no entity (see definition in paragraph C of this
appendix) may receive a subaward from you unless the entity has provided its unique
entity identifier to you.

2. May not make a subaward to an entity unless the entity has provided its unique entity
identifier to you.

C. Definitions
For purposes of this appendix:
1. System for Award Management (SAM) means the Federal repository into which an
entity must provide information required for the conduct of business as a recipient.

Additional information about registration procedures may be found at the SAM
Internet site (currently at http://www.sam.gov).
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2. Unique entity identifier means the identifier required for SAM registration to
uniquely identify business entities.

3. Entity, as it is used in this appendix, means all of the following, as defined at 2 CFR
part 25, subpart C:

a.

®oo0o

A Governmental organization, which is a State, local government, or Indian
Tribe;

A foreign public entity;

A domestic or foreign nonprofit organization;

A domestic or foreign for-profit organization; and

A Federal agency, but only as a subrecipient under an award or subaward to a
non-Federal entity.

4. Subaward:

a.

b.

C.

This term means a legal instrument to provide support for the performance of any
portion of the substantive project or program for which you received this
award and that you as the recipient award to an eligible subrecipient.

The term does not include your procurement of property and services needed to
carry out the project or program (for further explanation, see 2 CFR 200.330).

A subaward may be provided through any legal agreement, including an
agreement that you consider a contract.

5. Subrecipient means an entity that:

a.
b.

Receives a subaward from you under this award; and
Is accountable to you for the use of the Federal funds provided by the subaward.

[75 FR 55673, Sept. 14, 2010, as amended at 79 FR 75879, Dec. 19, 2014; 80 FR 54407, Sept.

10, 2015]
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Appendix B
2 CFR Part 170

Reporting Subawards and Executive Compensation

a. Reporting of first-tier subawards.

1. Applicability. Unless you are exempt as provided in paragraph d. of this appendix, you
must report each action that obligates $25,000 or more in Federal funds that does not
include Recovery funds (as defined in section 1512(a)(2) of the American Recovery and
Reinvestment Act of 2009, Pub. L. 111-5) for a subaward to an entity (see definitions in
paragraph e. of this appendix).

2. Where and when to report.

I. You must report each obligating action described in paragraph a.l1. of this
appendix to http://www.fsrs.gov.

ii. For subaward information, report no later than the end of the month following the
month in which the obligation was made. (For example, if the obligation was
made on November 7, 2010, the obligation must be reported by no later than
December 31, 2010.)

3. What to report. You must report the information about each obligating action listed in the
submission instructions posted at http://www.fsrs.gov.

b. Reporting Total Compensation of Recipient Executives.

1. Applicability and what to report. You must report total compensation for each of your
five most highly compensated executives for the preceding completed fiscal year, if—

I. the total Federal funding authorized to date under this award is $25,000 or more;
ii. in the preceding fiscal year, you received—

(A) 80 percent or more of your annual gross revenues from Federal procurement
contracts (and subcontracts) and Federal financial assistance subject to the
Transparency Act, as defined at 2 CFR 170.320 (and subawards); and

(B) $25,000,000 or more in annual gross revenues from Federal procurement

contracts (and subcontracts) and Federal financial assistance subject to the
Transparency Act, as defined at 2 CFR 170.320 (and subawards); and
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iii. The public does not have access to information about the compensation of the
executives through periodic reports filed under section 13(a) or 15(d) of the
Securities Exchange Act of 1934 (15 U.S.C. 78m(a), 780(d)) or section 6104 of
the Internal Revenue Code of 1986. (To determine if the public has access to the
compensation information, see the U.S. Security and Exchange Commission total
compensation filings at http://www.sec.gov/answers/execomp.htm.)

2. Where and when to report. You must report executive total compensation described in

paragraph b.1. of this appendix:
I. As part of your registration profile at https://www.sam.gov.

ii. By the end of the month following the month in which this award is made, and
annually thereafter.

c. Reporting of Total Compensation of Subrecipient Executives.

1. Applicability and what to report. Unless you are exempt as provided in paragraph d. of

2.

this appendix, for each first-tier subrecipient under this award, you shall report the names
and total compensation of each of the subrecipient's five most highly compensated
executives for the subrecipient's preceding completed fiscal year, if—

I. in the subrecipient's preceding fiscal year, the subrecipient received—

(A) 80 percent or more of its annual gross revenues from Federal procurement
contracts (and subcontracts) and Federal financial assistance subject to the
Transparency Act, as defined at 2 CFR 170.320 (and subawards); and

(B) $25,000,000 or more in annual gross revenues from Federal procurement
contracts (and subcontracts), and Federal financial assistance subject to the
Transparency Act (and subawards); and

ii. The public does not have access to information about the compensation of the
executives through periodic reports filed under section 13(a) or 15(d) of the
Securities Exchange Act of 1934 (15 U.S.C. 78m(a), 780(d)) or section 6104 of
the Internal Revenue Code of 1986. (To determine if the public has access to the
compensation information, see the U.S. Security and Exchange Commission total
compensation filings at http://www.sec.gov/answers/execomp.htm.)

Where and when to report. You must report subrecipient executive total compensation
described in paragraph c.1. of this appendix:

I. To the recipient.

ii. By the end of the month following the month during which you make the
subaward. For example, if a subaward is obligated on any date during the month
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d. Exemptions

of October of a given year (i.e., between October 1 and 31), you must report any
required compensation information of the subrecipient by November 30 of that
year.

If, in the previous tax year, you had gross income, from all sources, under $300,000, you are
exempt from the requirements to report:

Subawards, and

The total compensation of the five most highly compensated executives of any
subrecipient.

e. Definitions. For purposes of this appendix:

1. Entity means all of the following, as defined in 2 CFR part 25:

3.

A Governmental organization, which is a State, local government, or Indian tribe;
A foreign public entity;

A domestic or foreign nonprofit organization;

A domestic or foreign for-profit organization;

A Federal agency, but only as a subrecipient under an award or subaward to a
non-Federal entity.

Executive means officers, managing partners, or any other employees in management
positions.

Subaward:

This term means a legal instrument to provide support for the performance of any
portion of the substantive project or program for which you received this award
and that you as the recipient award to an eligible subrecipient.

The term does not include your procurement of property and services needed to
carry out the project or program (for further explanation, see Sec. _ .210 of the
attachment to OMB Circular A-133, “Audits of States, Local Governments, and
Non-Profit Organizations”).

A subaward may be provided through any legal agreement, including an
agreement that you or a subrecipient considers a contract.

26

005255



4. Subrecipient means an entity that:

Receives a subaward from you (the recipient) under this award; and

Is accountable to you for the use of the Federal funds provided by the subaward.

5. Total compensation means the cash and noncash dollar value earned by the executive
during the recipient's or subrecipient's preceding fiscal year and includes the following
(for more information see 17 CFR 229.402(c)(2)):

Vi.

Salary and bonus.

Awards of stock, stock options, and stock appreciation rights. Use the dollar
amount recognized for financial statement reporting purposes with respect to the
fiscal year in accordance with the Statement of Financial Accounting Standards
No. 123 (Revised 2004) (FAS 123R), Shared Based Payments.

Earnings for services under non-equity incentive plans. This does not include
group life, health, hospitalization or medical reimbursement plans that do not
discriminate in favor of executives, and are available generally to all salaried
employees.

Change in pension value. This is the change in present value of defined benefit
and actuarial pension plans.

Above-market earnings on deferred compensation which is not tax-qualified.
Other compensation, if the aggregate value of all such other compensation (e.g.

severance, termination payments, value of life insurance paid on behalf of the
employee, perquisites or property) for the executive exceeds $10,000.

[75 FR 55669, Sept. 14, 2010, as amended at 79 FR 75879, Dec. 19, 2014]
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Remedies for Non-Compliance
Reporting Subawards and Executive Compensation
Reserves

Reserves

Resident Inspector

Rights-of-Way, Final

Rights-of-Way, Preliminary

Quarterly Reports

Security

Security/Operational Inspections
Service Declination Statement
Sewage Treatment Contract
Short-Lived Assets Reserve
Specifications

Statutory and National Policy Requirements
System for Award Management
System for Award Management
System Policies, Procedures, Contracts, and Agreements
Technical Assistance
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Technical Assistance

Technical Assistance

Technical Assistance

Technical Assistance

Technical Assistance

Technical, Managerial and Financial Capacity

Title Work, Preliminary

Title Work, Final

Universal Identifier

User Agreement, Water / Sewer

Users, System

Vulnerability Assessment/Emergency Response Plan
Vulnerability Assessment/Emergency Response Plan
Vulnerability Assessment/Emergency Response Plan
Water Purchase Contract
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earliest convenience. Thank you.

</MSG>
</APP>

Close

http://capitolaliq04/iq/view eml 2.aspx?rid=51 3‘}‘2'58;Ezzoid=222520<!§<:di-d=&frcum_set=<‘§<:9..0 5‘% JZﬁI 8



005279






005281






005283



e Chris Beeker
e Nivory Gordon

B. Alabama Department of Public Health
e Sherry Bradley
e Michele Jones

C. Alabama Department of Environmental Management
e Joe Kelly and Sonja Massey

I11. Expert Perspectives

A. University and Engineering Experts
e Dr. Mark Barnett, Auburn University
e Dr. Kevin White, University of South Alabama
e Happy Fulford, University of South Alabama
e Nick Lawkis, University of South Alabama
e Dr. John Higginbotham, University of Alabama
e Royrickers Cook, Auburn University
e Thomas Minetree, Auburn University, Engineering Without Borders
e Melissa Herkt, Auburn University, Engineering Without Borders

e Dr. Upmanu Lall, Columbia University (Joining via phone)
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B. Rural Communities Assistance Partnership/Communities Unlimited
e Shaunte Stallworth
Iv. Identify Deliverables/Next Steps
Break
2:15-2:30
Everyone not participating in the 2" discussion about Uniontown can leave at this time.

Discussion 2: Uniontown Municipal Wastewater Issues

2:30-3:30
L. Introduction
e Congresswoman Terri Sewell
I1. Presentation from USDA State Director Chris Beeker on his plans for
Uniontown
III. ADEM

Iv. Presentation and Q&A from Black Belt Citizens Group

V. Timeline/Next Steps
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Break
2:15-2:30
Everyone not participating in the 2" discussion about Uniontown can leave at this time.

Discussion 2: Uniontown Municipal Wastewater Issues
2:30-3:30

I Introduction

e Congresswoman Terri Sewell
1l Presentation from USDA State Director Chris Beeker on his plans for Uniontown
. ADEM

e Sandy Lee and Daphne Lutz
V. Presentation and Q&A from Black Belt Citizens Group
V. Timeline/Next Steps
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PUMP STATION LOCATION

N-1 County Rd 1
N-2 Cane Breke Road
N-3 Leroy Brown Rd
N-4 Fish Plant

N-5 Rabbit Yard

N-6 North Jones St.
N-7 County Rd 53
N-8 Omega Lane
N-8 CountyRd 65
N-10 Prison

N-11 Lagoon
AERATORS

Blower Type

Paddle Wheel

No. Pumps

(ST 5 T S S T N S o I e o T = RS

co

HP
10
20
15

5.5

10
75

7.5

Replacement Cost

$14,000.00
$16,000.00
$9,500.00
$15,000.00
$9,500.00
$12,800.00
$10,000.00
$9,500.00
$9,500.00
$40,000.00
$52,000.00

$96,000.00
$14,000.00
$307,800.00
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Thank you for the information. It has been very informative. | have a few following up questions.

o For the funding of the project, is the requested state’s share $3,562,500 or $3,287,500?

$3,562,500.00

e The document describing the Uniontown Sewer Project says Demopolis will need to update
and expand their existing system to meet the increase in wastewater. Do we know what the
additional cost on Demopolis will be, and how that will impact rate payers in Uniontown?

Currently we do not. There are a lot of variables involved. First and
foremost we must repair and/or replace the damaged collection system
to determine exactly the volume of sewage being produced and to be
treated by Demopolis. The existing Uniontown treatment facility is
permitted for just over 600,000 gallons. On rainy days they have close
to 2,000,000 gallon going into the lagoon. That is why the project we be
completed in 2 steps. The additional cost on Demopolis will be offset by
the revenue generated from the treatment of the Uniontown sewage.
The will be a contract between the two communities that will require
RD approval. A rate study will be completed for Uniontown on both
water and sewer by Alabama Rural Water once the collection system is
repaired. RD worked this project based on none to minimal rate
increases on the residence of Uniontown.

s As a result of the mandatory hook-up ordinance, how many customers (residences and
commercial) will be on Uniontown’s water and wastewater systems, and what is the
estimated revenue projections from those users?

The estimated number of new residential connections is 10-15. The
revenue generated by those would be between $3,500 and $4,300
annually which is minimal. New commercial connection were not
projected because they would require permitting through ADEM. If
they were to receive permitting the revenue could be substantial and
certainly increase the financial sustainability of the Uniontown sewer.
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e [n the past, the water and wastewater system has transferred funds to Uniontown’s general
fund to support the town’s budget. Will the newly created Utilities Board impact the transfer
of those funds? If so, what will the financial impact on the city be?

Yes, there will be an impact. The Letter of Condition, previously
provided, clearly states that the revenue generated by the operation of
the sewer system can only be used to pay for the operation and
maintenance of the sewer system and the service of its debts. Any
other use of those revenues must include the prior written consent of
USDA-RD. RD does not have debt on the current water system,
however, is requiring that its operation be transferred to the newly
formed Utilities Board because of the direct relationship between the
water and sewer operations. Uniontown does not have an audit more
current than 2010. By separating the water and sewer into the utilities
board Uniontown will be able to start fresh with a new set of books for

the utilities board. RD is requiring that a 3rd party management firm to
manage the day to day operation of the utilities board in order to
assure financial viability.

Uniontown needs to get control of their other finances. It is conceivable
that the City could request that the Utilities Board transfer funds from
the water revenue, but RD is strong opposed to that until the needs of
the water system are met.

The sewer and water revenues and expenses will be keep separate
from each other at all times.

e (Can | get a copy of the proposed operating budget for the water and wastewater system?

RD is only providing funds for the sewer system and | have attached
budget information on it. Once the Utilities Board is formed and the
management company takes over, new budgets will be prepared after a

005307






Fax: 855-304-8457

This electronic message contains information generated by the USDA solely for the intended
recipients. Any unauthorized interception of this message or the use or disclosure of the information
it contains may violate the law and subject the violator to civil or criminal penalties. If you believe
you have received this message in error, please notify the sender and delete the email immediately.

005309



005310






about the plan to pump Uniontown’s waste to the Demopolis WWTP. Only then can the agency be
assured that is making sound decisions based on a true understanding of the environmental
consequences of the proposed actions, and accordingly “take actions that protect, restore, and enhance
the quality of the human environment. See 40 C.F.R. § 1970.1(a).

1. The Role of Industrial Dischargers Must Be Accurately Assessed and Understood.

The EA notes that approximately one fourth of the collection system was rehabbed and inflow
metering was added to the Uniontown wastewater treatment system. EA §1.2. (This was done using a
prior USDA grant and loan.) The data collected from the flow meter now “shows flow coming into the
lagoon varying from 300,000 gallons per day to 5,000,000 gallons per day.” Id. The EA states that the
“excessive inflow still coming through the collection system allows flooding™ of the treatment system,
rendering those systems inoperable. (Emphasis added).

Over the years, Uniontown and Sentell have placed the blame for the excessive volume only on
infiltration and inflow (“I/I”) to the system. To be sure, I/l certainly plays a significant part in the
overflows and treatment failures at the Lagoon. We agree that repair of the collection system is the
logical starting point for rehabilitation. However, Uniontown and Sentell have routinely ignored other
major contributors to the ongoing wastewater debacle. For years, industrial discharger Harvest Select
(aka Alabama Catfish) has been allowed to exceed the entire design capacity of the Uniontown Lagoon
at times --- with no flow or volume limitation or repercussions, or even recognition of the problem.

According to Sentell, Harvest Select is contributing an average of .25 MGD of wastewater each
day, and on some days exceeds .5 MGD. (Sentell Letter to ADEM September 30, 2014). Although
Sentell expressed surprise at this “unknown™ volume in that letter, a quick review of Harvest Select’s
publicly available discharge monitoring reports (“DMRs”) indicates the facility consistently discharges
much more than the .1 MGD originally assumed by Sentell prior to receiving the estimates
above. Harvest Select’s 2012 SID permit (still in force) estimates their average flow at .20 MGD.
However, from January through May of 2018, Harvest Select’s DMRs indicate an average flow of
around 340,000 gallons per day with peak flows routinely exceeded 700,000 gallons per day, even
reaching 938,000 gallons on January 17, 2018. For reference, the entire design capacity of the
Uniontown Lagoon is 525,000 gallons per day.

Riverkeeper has documented and expressed deep concern to ADEM about the amount of
wastewater contributed by Harvest Select and its implications for the Lagoon, to no avail
Astoundingly, Harvest Select’s draft 2017 SID permit (still not finalized) contained no volumetric
limits. A detailed review of DMRs from Harvest Select underscores this critical point: on many days,
the catfish processor approaches or even exceeds the total design capacity of the entire Lagoon system.
The table below, based upon Harvest Select’s DMRs, summarizes the data they have reported during
2017 and the first half of 2018.
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influent wastewater volume and pollutant loading prior to discharge into the Tombigbee River must be
engineered and assured.

3. Many Uniontown Residents Must Have Financial Help to Tie into the System.

Federal agencies must consider environmental justice when evalvating their actions
under NEPA. We understand that the proposed project in part is intended to benefit environmental
justice communities in the Black Belt, not only by alleviating the pollution that threatens Uniontown but
also by creating infrastructure that could recruit businesses and improve the area economy. However,
how will the many residents of Uniontown who live at or below the poverty line afford to connect to the
system? It is unclear from the EA whether the proposed funding will be a grant or a hybrid grant/loan.
Presumably, residents within a certain radius of the system will be required to hook up to the system.
As RUS looks at the many moving parts of this project, funding assistance for the residents who cannot
afford to hook up to the system or those who may struggle to pay increased rates must be considered.

4. Past Mistakes By Sentell Should Disqualify it from Working on this Project.

We discussed Sentell’s failure to review ADEM documents to accurately assess Harvest Select’s
contributions to the Lagoon’s failures. As the USDA is painfully aware, Sentell was also responsible for
the construction of a sprayfield (with USDA grant funds) that was never viable and never used.

When ADEM advertised a 2012 modification of Uniontown’s NPDES permit to authorize the
application of treated wastewater from the Lagoon at a second sprayfield (Sprayfield #2), we submitted
a public comment letter outlining numerous concerns about the proposed permit modification. Chief
among these concerns was the geology in the area of the proposed Sprayfield #2 being unsuitable for
land application. Despite these concerns, ADEM issued the permit modification without requiring any
percolation or geological testing at Sprayfield #2 to determine whether the proposed site was suitable for
the land application. Despite these concerns, Sentell proceeded with the construction of Sprayfield #2
without performing tests to determine whether the soil at the site could absorb the wastewater. Although
construction was completed, Sprayfield # 2 was never put in service because the soils could not properly
process the wastewater flow. Based upon the budget submitted to USDA for the sprayfield, a
conservative estimate for the cost of a useless Sprayfield # 2 is $512,000 ($348,360 in total construction
costs; $130,000 for the land purchase; $25,000 for a property survey; $9,500 for permitting). This
estimate does not include engineering design or inspection fees, which would likely push the estimate
higher.

The ADEM file also tells the story of Sentell’s next proposed solution: a forced main pipeline
and direct discharge to the main stem of the Black Warrior River, some twenty two miles away. Despite
the fact Sentell has not requested an ADEM waste load allocation nor determined whether the plant
could even achieve the level of treatment necessary to meet prospective permit limits for the proposed
discharge, Sentell determined the path and the City began signing contracts for the purchase of
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necessary right-of-way. ADEM, to its credit, has never permitted the direct discharge, because the
Lagoon would not be able to meet permit limits in its current condition.

With the direct discharge off the table, Sentell next recommended a constructed wetland
treatment system, the final cost of which was omitted from the version of Sentell’s February 2018
engineering report that is available in ADEM’s records.. At that point, engineers from the University of
Alabama and Auburn University recommended that Uniontown hire another engineering firm to perform
a values engineering study of the options proposed by Sentell, due to the “lack of success from past
improvement efforts.”

Respectfully, we think it is time that Uniontown turned a new page and engaged another
engineering firm to design and oversee the implementation of the proposed project. We encourage RUS
to place any necessary conditions on the proposed grant to ensure that this project succeeds. Our
members from Uniontown have long monitored the problems at the Lagoon as well as the many
mistakes made in trying to fix those problems. It is heartbreaking that improvements from the previous
USDA grant of $4.8 million dollars failed to alleviate many of the system’s problems. The money is
gone, but according to a March 20, 2018 ADEM status report in its long running litigation against
Uniontown, wastewater continues to drain to Freetown Creek and “[n]ew and additional wastewater
treatment lagoon overflows™ have released wastewater to Cottonwood Creek.” “Overflows at
[Sprayfield #1] and treatment lagoons have been chronic issues and appear to be increasing in number,
volume and frequency.” Sentell’s failure to properly identify and quantify the full contributions of
industrial contributors to wastewater flow, as well as their previous failures to properly engineer a
solution to Uniontown’s wastewater treatment issues when given the chance should disqualify the firm
from continuing to work on this project.

Conclusion

In order for this second USDA grant/loan to be successful, meaningful consideration of
shortcomings in Uniontown Lagoon’s collection and treatment infrastructure, careful review of past and
current operational histories of all wastewater producers in Uniontown, a robust costs analysis including
additional bids, and a sincere look at Demopolis WWTP’s design and compliance shortcomings must be
undertaken. In order for a thorough analysis to be performed, it is essential that USDA allow
stakeholders — such as Black Belt Citizens Fighting for Health & Justice and Black Warrior Riverkeeper
— a seat at the table to ensure all pertinent information is meaningfully considered. We have important
information and valid insight to offer that will provide a critical check-and-balance that can help avoid
repeating the mistakes which occurred during use of the prior USDA $4.8M grant.

Thank you for your consideration of our comments. Please do not hesitate to contact us if you
have any questions or of you require any additional information.

For the river,
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AL <Allen.Bowen@al.usda.gov>
Cc: Eva Dillard <edillard@blackwarriorriver.org>; Nelson Brooke <nbrooke@blackwarriorriver.org>
Subject: Uniontown Environmental Assessment Public Comment Letter

Mr. Gordon,

Please find Black Warrior Riverkeeper’s letter in response to USDA's request for public comments
regarding the Environmental Assessment for the city of Uniontown’s proposed rehabilitation of the
sanitary sewer collection system and wastewater transmission to Demopolis attached to this email.

Thank you for your time and attention to these comments. Please do not hesitate to contact me if you
have any questions or concerns.

For the River,

John Kinney

Enforcement Coordinator
Black Warrior Riverkeeper
712 37" St South

Birmingham, AL 35222
205-458-0095
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Sincerely,

ALLEN BOWEN
Community Facilities and Business Programs Director

cc: Mr. Nivory Gordon, Camden Office

You may need to delete this page....it is included so that you can see the format for continuous
pages.
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Sincerely,

ALLEN BOWEN
Community Facilities and Business Programs Director

cc: Mr. Nivory Gordon, Camden Office

You may need to delete this page....it is included so that you can see the format for continuous
pages.
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Thank you for your time and attention to these comments. Please do not hesitate to contact me if

you have any questions or concerns,

For the River,

John Kinney

Enforcement Coordinator
Black Warrior Riverkeeper
712 37" St South
Birmingham, AL 35222
205-458-0095
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Dated: September 27, 2018

ALLEN BOWEN

Director of Community and Business Programs
Woater and Waste Program

Rural Utility Service

Contact Person

For additional information on this FONSI and EA, please contact John Taylor at 334-279-3475.
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Mike Walraven, PE
Operations Manager

EQS Utility Services
2025 First Avenue North
Birmingham, AL 35203
(205) 396-3170
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USDA Rural Development Agency

Summary: Uniontown, AL Wastewater Treatment System Project

USDA Funding

Original project was obligated in August 2012

Wastewater treatment system in operation since 2014

Loan: $2,505,000; Grant: $2,296,000 — Total Project Cost: $4,801,000
Borrower is current in loan payments

Uniontown Population

Bac

Population Served: 1,636

Median Household Income : $12,386 (in 2012)

Average cost per unit: $16.00 per month

Residential connections: 976; Commercial Connections: 24

Perry County, AL — persistent poverty county and Delta Regional Authority (DRA) county

round
The project was designed to make point repairs to the wastewater collection lines and
manholes to reduce inflow and infiltration (I&I) and replace pump station pumps. An
additional spray field was added to reduce the loading rate to the land.

The Alabama Department of Environmental Management (ADEM), the regulatory
agency in the state, and the permitting agency, rescinded the permit on the newly
construction spray field after the spray field failed the percolation test. RD learned after
the fact that ADEM permitted the spray field with a condition that the field passed the
percolation test. It also appears the project engineer underestimated the amount of 1&1
because problems remain.

ADEM has filed suit against the City and continues to monitor the performance of the
treatment plant, lagoons and spray field. Various citizens groups and interested parties
have requested and received information on this project via FOIA. In 2016, The Office
of Civil Rights, visited the project and found that the Agency carried out its mission and
handled the process appropriately.

Multiple meetings have been held with ADEM, Uniontown, Sentell Engineering (project
engineer) and Rural Development, as well as Congresswoman Sewell’s office, to identify
a solution.

Uniontown has not pursued legal action against Sentell, the engineering firm, and has
retained the same firm to be the project engineer on the proposed solution.

Next Steps

Uniontown has not submitted an application for funding to RD, although a Preliminary
Engineering Report (PER) has been developed. That proposal recommends using a
wetlands system approach with a project cost of approximately $22,000,000. Additional
options are being explored. As a result, the true cost of the potential project is unknown.

1
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Possible funding partners for a project of this size include EPA, Delta Regional
Authority, ADEM, State Revolving Loan Fund (SRDF), AL Department Of Economic
and Community Affairs (ADECA), and Community Development Block Grant (CDBG).

Rural Development is prepared to offer assistance under the following conditions, with
some concerns:

o}

O
O

Rural Development will award a Special Evaluation Assistance for Rural
Communities and Households (SEARCH) Grant to Uniontown. This program
helps very small, financially distressed rural communities with predevelopment
feasibility studies, design and technical assistance on proposed water and waste
disposal projects. Estimated cost: $30.000

Uniontown must secure another engineering firm to conduct the study.

Rural Development will provide technical assistance for the feasibility study.

With respect to potentially funding the project:

O

There is concern about the stewardship of federal dollars. This a potentially large
grant for a relatively small population to be served. Also, Uniontown has not
pursued legal action and has retained the same engineering firm.

Uniontown is eligible for a Persistent Poverty Grant. The grant covers 75% of the
total project cost. Additional potential funding partners have been identified.
Uniontown could potentially refinance its current loan.

Rural Development would stipulate that a third party manage the day-to-day
operation of the water and sewer system and would conduct regular reviews of the
system.

Rural Development would deploy Water partners to provide technical assistance
to Uniontown on long-term sustainability strategies for the system.
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UNIONTOWN WASTEWATER TREATMENT SYSTEM UPDATE AS OF APRIL 2018

Uniontown is an impoverished minority community with a population of approximately 2,500. For some
time, Uniontown has had severe financial difficulties and has deferred maintenance and upgrades to its
wastewater collection system, treatment plant, and spray field and has underfunded system operations.
As aresult, a number of noncompliance issues have occurred and caused the Alabama Department of
Environmental Management (ADEM) to undertake necessary enforcement actions. Since ADEM has
exhausted its legally available enforcement options against Uniontown the matter is now in the hands of
the courts.

Unlike any other sector holding water permits, it is nearly impossible to shut down the operation of a
sanitary wastewater treatment plant. To do so would result in sanitary system overflows, sewage backup
into homes, and the discharge of untreated wastewater into water bodies which certainly poses a
greater risk to human health and the environment than discharging partially treated wastewater. That

is why neither ADEM nor the court has shut down the Uniontown wastewater system.

Itis the obligation of the permit holder to design, build, and operate its facility to meet the permit
conditions set by ADEM or be subject to enforcement action. Although it is solely the responsibility of
the permit holder to meet permit conditions, ADEM has been working for a number of years with local
elected officials, design engineers, operating engineers, ADECA, USDA, EPA, Congresswoman Terri
Sewell, and others to find a solution to Uniontown’s wastewater problems so it can meet its permit
requirements.

Substantial funds from a USDA grant and loan were expended on the treatment plant; however, the
collection system was not materially refurbished and is in such a state of disrepair that storm water
inflows completely overwhelm the treatment plant as well as the undersized spray field. The majority
of the collection system has been surveyed using a video probe to determine what repairs are
necessary. Uniontown was required by the Court to submit to ADEM an assessment of the alternatives it
considered to achieve compliance with the Alabama Water Pollution Control Act and its Permit and to
determine which remedial action(s) it would pursue. ADEM encouraged the City to engage the public in
its decision-making process. ADEM attended community meetings in Uniontown on December 5, 2016
and February 23, 2017. These community meetings were planned by the City to inform the citizens of
the issues with the sewer system and the options considered to return the system to compliance.

Uniontown has submitted an Engineering Report to the Department which assesses the alternatives
considered, and has chosen to pursue the option of routing the wastewater from the existing treatment
plant to a new wetlands treatment system with a discharge of treated wastewater to Freetown Creek.
Uniontown has not yet submitted an application to the Department for a National Pollutant Discharge
Elimination System (NPDES) permit for the discharge of wastewater for the above noted chosen
compliance option.

The biggest obstacle to implementing a full solution is obtaining funding for the remaining work on
engineering, the collection system, and handling of the treated wastewater. ADEM has no funding
available. The State has provided nominal funding through ADECA for some collection system

assessment work. Uniontown citizens pay among the highest sewer fees in the area and, due to their
income levels, are unlikely to be able to withstand increased fees to provide needed funding.
Congresswoman Sewell’s Office is believed to be the most promising potential source of f8(31§422



Although the process has been painfully slow, progress is continuing. Regular updates are provided to
the Court and ADEM. Updates to the 4™ Judicial Circuit Court took place on August 24, 2016, January
12, 2017, June 21, 2017, and October 10, 2017, and the next status conference is scheduled for April
12, 2018.

Maost recently during February and March of 2018, Uniontown reported increased and more
significant unpermitted discharges of wastewater from the sprayfield and additional overflows at the
treatment lagoon. These chronic issues appear to be increasing in number, volume, frequency, and
severity. ADEM has requested Uniontown give these matters immediate attention and take corrective
measures to minimize and mitigate increased overflows and the risk of catastrophic failures of the
system. Additionally, ADEM has requested that Uniontown is vigilant in ensuring that any notifiable
sanitary sewer overflows are noticed to the public so that the public can avoid contact with affected
areas as necessary.
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USDA Rural Development Agency

Summary: Uniontown, AL Wastewater Treatment System Project

USDA Funding

Original project was obligated in August 2012

Wastewater treatment system in operation since 2014

Loan: $2,505,000; Grant: $2,296,000 — Total Project Cost: $4,801,000
Borrower is current in loan payments

Uniontown Population

Bac

Population Served: 1,636

Median Household Income : $12,386 (in 2012)

Average cost per unit: $16.00 per month

Residential connections: 976; Commercial Connections: 24

Perry County, AL — persistent poverty county and Delta Regional Authority (DRA) county

round
The project was designed to make point repairs to the wastewater collection lines and
manholes to reduce inflow and infiltration (I&I) and replace pump station pumps. An
additional spray field was added to reduce the loading rate to the land.

The Alabama Department of Environmental Management (ADEM), the regulatory
agency in the state, and the permitting agency, rescinded the permit on the newly
construction spray field after the spray field failed the percolation test. RD learned after
the fact that ADEM permitted the spray field with a condition that the field passed the
percolation test. It also appears the project engineer underestimated the amount of 1&1
because problems remain.

ADEM has filed suit against the City and continues to monitor the performance of the
treatment plant, lagoons and spray field. Various citizens groups and interested parties
have requested and received information on this project via FOIA. In 2016, The Office
of Civil Rights, visited the project and found that the Agency carried out its mission and
handled the process appropriately.

Multiple meetings have been held with ADEM, Uniontown, Sentell Engineering (project
engineer) and Rural Development, as well as Congresswoman Sewell’s office, to identify
a solution.

Uniontown has not pursued legal action against Sentell, the engineering firm, and has
retained the same firm to be the project engineer on the proposed solution.

Next Steps

Uniontown has not submitted an application for funding to RD, although a Preliminary
Engineering Report (PER) has been developed. That proposal recommends using a
wetlands system approach with a project cost of approximately $22,000,000. Additional
options are being explored. As a result, the true cost of the potential project is unknown.
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Possible funding partners for a project of this size include EPA, Delta Regional
Authority, ADEM, State Revolving Loan Fund (SRDF), AL Department Of Economic
and Community Affairs (ADECA), and Community Development Block Grant (CDBG).

Rural Development is prepared to offer assistance under the following conditions, with
some concerns:

o}

O
O

Rural Development will award a Special Evaluation Assistance for Rural
Communities and Households (SEARCH) Grant to Uniontown. This program
helps very small, financially distressed rural communities with predevelopment
feasibility studies, design and technical assistance on proposed water and waste
disposal projects. Estimated cost: $30.000

Uniontown must secure another engineering firm to conduct the study.

Rural Development will provide technical assistance for the feasibility study.

With respect to potentially funding the project:

O

There is concern about the stewardship of federal dollars. This a potentially large
grant for a relatively small population to be served. Also, Uniontown has not
pursued legal action and has retained the same engineering firm.

Uniontown is eligible for a Persistent Poverty Grant. The grant covers 75% of the
total project cost. Additional potential funding partners have been identified.
Uniontown could potentially refinance its current loan.

Rural Development would stipulate that a third party manage the day-to-day
operation of the water and sewer system and would conduct regular reviews of the
system.

Rural Development would deploy Water partners to provide technical assistance
to Uniontown on long-term sustainability strategies for the system.
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UNIONTOWN WASTEWATER TREATMENT SYSTEM UPDATE AS OF APRIL 2018

Uniontown is an impoverished minority community with a population of approximately 2,500. For some
time, Uniontown has had severe financial difficulties and has deferred maintenance and upgrades to its
wastewater collection system, treatment plant, and spray field and has underfunded system operations.
As aresult, a number of noncompliance issues have occurred and caused the Alabama Department of
Environmental Management (ADEM) to undertake necessary enforcement actions. Since ADEM has
exhausted its legally available enforcement options against Uniontown the matter is now in the hands of
the courts.

Unlike any other sector holding water permits, it is nearly impossible to shut down the operation of a
sanitary wastewater treatment plant. To do so would result in sanitary system overflows, sewage backup
into homes, and the discharge of untreated wastewater into water bodies which certainly poses a
greater risk to human health and the environment than discharging partially treated wastewater. That

is why neither ADEM nor the court has shut down the Uniontown wastewater system.

Itis the obligation of the permit holder to design, build, and operate its facility to meet the permit
conditions set by ADEM or be subject to enforcement action. Although it is solely the responsibility of
the permit holder to meet permit conditions, ADEM has been working for a number of years with local
elected officials, design engineers, operating engineers, ADECA, USDA, EPA, Congresswoman Terri
Sewell, and others to find a solution to Uniontown’s wastewater problems so it can meet its permit
requirements.

Substantial funds from a USDA grant and loan were expended on the treatment plant; however, the
collection system was not materially refurbished and is in such a state of disrepair that storm water
inflows completely overwhelm the treatment plant as well as the undersized spray field. The majority
of the collection system has been surveyed using a video probe to determine what repairs are
necessary. Uniontown was required by the Court to submit to ADEM an assessment of the alternatives it
considered to achieve compliance with the Alabama Water Pollution Control Act and its Permit and to
determine which remedial action(s) it would pursue. ADEM encouraged the City to engage the public in
its decision-making process. ADEM attended community meetings in Uniontown on December 5, 2016
and February 23, 2017. These community meetings were planned by the City to inform the citizens of
the issues with the sewer system and the options considered to return the system to compliance.

Uniontown has submitted an Engineering Report to the Department which assesses the alternatives
considered, and has chosen to pursue the option of routing the wastewater from the existing treatment
plant to a new wetlands treatment system with a discharge of treated wastewater to Freetown Creek.
Uniontown has not yet submitted an application to the Department for a National Pollutant Discharge
Elimination System (NPDES) permit for the discharge of wastewater for the above noted chosen
compliance option.

The biggest obstacle to implementing a full solution is obtaining funding for the remaining work on
engineering, the collection system, and handling of the treated wastewater. ADEM has no funding
available. The State has provided nominal funding through ADECA for some collection system

assessment work. Uniontown citizens pay among the highest sewer fees in the area and, due to their
income levels, are unlikely to be able to withstand increased fees to provide needed funding.
Congresswoman Sewell’s Office is believed to be the most promising potential source of f8(31§468



Although the process has been painfully slow, progress is continuing. Regular updates are provided to
the Court and ADEM. Updates to the 4™ Judicial Circuit Court took place on August 24, 2016, January
12, 2017, June 21, 2017, and October 10, 2017, and the next status conference is scheduled for April
12, 2018.

Maost recently during February and March of 2018, Uniontown reported increased and more
significant unpermitted discharges of wastewater from the sprayfield and additional overflows at the
treatment lagoon. These chronic issues appear to be increasing in number, volume, frequency, and
severity. ADEM has requested Uniontown give these matters immediate attention and take corrective
measures to minimize and mitigate increased overflows and the risk of catastrophic failures of the
system. Additionally, ADEM has requested that Uniontown is vigilant in ensuring that any notifiable
sanitary sewer overflows are noticed to the public so that the public can avoid contact with affected
areas as necessary.
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diligently with many stakeholders to reach a resolution. We also have some WEP staff helping them
get this application across the finish line.

Good news -- the application in RDApply for the City of Uniontown has been submitted, reviewed by
the RD AL Area Office and considered complete. Alabama Rural Water Association worked with the
applicant and the project engineer to complete the application. The project cost is $32,390,000; RD
will be providing $23,557,000 (75%) because of the health and sanitary issues. Other funds of
$8,833,000 from state and other funds are being worked on. These are round numbers and could
change after the PER review is completed, but this are very close at this point. The project consists
of 2 distinct phases:

1) The first step is to completely rehab the collection system. The Preliminary Engineer Report (PER)
reflects digging up and replacing about 10% of the lines and relining the other 90. This will stop the
majority of the infusion and inflow of water from outside the collection system. Included in this step
is reclaiming the existing lagoon and spray field, which are currently having a major negative
environmental impact.

2) The second step will be to construct a transmission line 18 miles to Demopolis, AL to treat the
waste.

The application has been forwarded to the WEP National Office for underwriting via CPAP. The PER
and the ER have been reviewed by the Alabama State Engineer, and comments sent to the project
engineer. Itis anticipated that both will be ready for EES National Office concurrence next week.

In the meantime, RD AL is working on controls to be in the Letter of Conditions that will ensure the
project is completed as designed, the system is properly and efficiently operated and that the
revenue is accounted for and handled correctly. Some of those controls include the formation of a
Utilities Board to isolate and manage to funds generated from the operation and the hiring of an
outside Management company to handle the day to day operations.

NOTE: There was some speculation that this project might be a candidate for Dig Once (laying fiber
along with water lines). However, since the rehab of the collection system only requires the digging
up of approximately 10% of the system, RD AL is not sure the inclusion of burying conduit for future
broadband is feasible.

|f you need more information, I'll work with Chris and Allen, the CP Director, to obtain it. They have
done a great job on this.

Edna

Edna Primrose

Assistant Administrator

Water and Environmental Programs

Rural Utilities Service, Rural Development Agency
United States Department of Agriculture

1400 Independence Ave., S.W.
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National Conference of State Historic Preservation Officers and The Advisory Council on Historic
Preservation for Sequencing Section 106 (NPA) to achieve compliance with the National Historic
Preservation Act and formally determine effects on historic properties listed or eligible for listing on the
National Register of Histaric Places. The proposed Praject will have no effects to federally listed species
or designated critical habitat. The proposed Project would not disproportionately affect minority or low-
income populations.

In accordance with the National Environmental Policy Act, as amended (42 U.5.C. 4321 et seq.), the
Council on Environmental Quality Regulations (40 CFR 1500-1508), and USDA Rural Development’s
Environmental Policies and Procedures (7 CFR Part 1970), RD has determined that the environmental
impacts of the proposed Project have been adequately addressed and that no significant impacts to the
quality of the human environment would result from construction and operation of the proposed
Project. Any final action by RD related to the proposed Project will be subject to, and contingent upon,
compliance with all relevant federal and state environmental laws and regulations. Because RD’s action
will not result in significant impacts to the quality of the human environment, RD will not prepare an
Environmental Impact Statement for its potential federal action associated with the proposed Project.

G. RD LOAN REVIEW AND RIGHT OF ADMINISTRATIVE REVIEW

This FONSI is not a decision on a loan application and therefore not an approval of the expenditure
of federal funds. Issuance of the FONSI and its notices concludes RD's environmental review process.
The ultimate decision on loan approval depends upon conclusion of this environmental review process
in addition to financial and engineering reviews. Issuance of the FONSI and publication of notices will
allow for these reviews to proceed. The decision to provide financial assistance also is subject to the
availability of loan funds for the designated purpose in RD’s budget. There are no provisions to appeal
this decision (i.e., issuance of a FONSI). Legal challenges to the FONSI may be filed in Federal District
Court under the Administrative Procedures Act.

H. APPROVAL
This Finding of No Significant Impact is effective upon signature.

Dated: September 27, 2018

ALLEN BOWEN

Director of Community and Business Programs
Water and Waste Program

Rural Utility Service

Contact Person
For additional information on this FONSI and EA, please contact John Taylor at 334-279-3475,
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designed, installed, and operated in accordance with applicable laws which include but are not
limited to the Safe Drinking Water Act, Clean Water Act and the Resource Conservation and
Recovery Act”. The process will involve the development and negotiation of State Indirect
Discharge (SID) permit limits for industrial users to ensure the aggregated untreated wastewater
is in within the design parameters of the treatment system. Currently, based on assumptions
that the remedy of I&I and working with the industrial dischargers will result in adequate
reductions in flow and pollutant reductions, the course of action planned is to construct
screening facilities, pump stations, and a force main to transport the wastewater to the City of
Demopolis for treatment at their wastewater treatment plant, The existing treatment lagoons
and effluent spray field would be decommissioned and reclaimed. When the existing WWTP and
spray field permits are no longer in farce, they will be regulated by ADEM as unpermitted
landfills. Remediation will be as required by ADEM Administrative Code Chapter 335-13-1-.13,

The ultimate course of action will be determined following the 1&| study and the various phases
of project implementation. After employing each strategy/process stage, we will evaluate
whether the preferred alternative remains the most effective approach to ensure system
functionality and compliance.

The Agency will evaluate the results of data obtained from the |&I study, observed wet weather
flows after collection system rehabilitation, the capability of the Demopolis Wastewater
Treatment Plant to treat the sewage, and the estimated cost to construct and operate the
facility. If the Agency determines to modify the scope of the project outside that anticipated in
the Environmental Assessment, the Agency would supplement the Environmental Assessment
to evaluate the impacts of the modified scope of the project and inform the public.

Other Alternatives Considered — In addition to the No Action Alternative and Action Alternative,
the City of Uniontown considered two types of tertiary biological/physical treatment plants that
would be built on the site of the current spray field. A treatment plant located at this site would
discharge into Freeman Creek. The treated effluent would have to meet the standards for Fish
and Wildlife as defined at ADEM Administrative Code Chapter 335-6-10-.9(5). This alternative
was deemed technically feasible and would have a lower cost of construction than the Action
Alternative. However, the high operating cost was prohibitive for the City of Uniontown, where
the median household income is515,054.

D. SUMMARY OF ENVIRONMENTAL EFFECTS

The analyses in the EA documented that the proposed Project would have no adverse effects to
Land Use, Floodplains, Wetlands, Water Resources, Coastal Resources, Biological Resources, Cultural
Resources, Aesthetics, Air Quality, Socio-Economic Impact/Environmental Justas, Noise, Transportation,
and Human Health and Safety.

E. PUBLIC AND AGENCY INVOLVEMENT

The City of Uniontown published a newspaper notice, announcing the availability of the EA for
public review, in accordance with 7 CFR § 1970.102. In addition, RUS considers the proposed Projectan
undertaking subject to review under Section 106 of the National Historic Preservation Act (NHPA), 16
USC 470(f), and its implementing regulation, “Protection of Historic Properties” {36 CFR Part 800).
Pursuant to 36 CFR 800.8, and 36 CFR 800.2(d)(3) and in order to coordinate RD’s responsibilities for
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In accordance with the National Environmental Policy Act, as amended (42 U.S5.C. 4321 et seq.), the
Council on Environmental Quality Regulations (40 CFR 1500-1508}, and USDA Rural Development’s
Environmental Policies and Procedures (7 CFR Part 1970), RD has determined that the environmental
impacts of the proposed Project have been adequately addressed and that no significant impacts to the
quality of the human environment would result from construction and operation of the proposed
Project. Any final action by RD related to the proposed Project will be subject to, and contingent upon,
compliance with all relevant federal and state environmental laws and regulations. Because RD's action
will not result in significant impacts to the quality of the human environment, RD will not prepare an
Environmental Impact Statement for its potential federal action associated with the proposed Project.

G. RD LOAN REVIEW AND RIGHT OF ADMINISTRATIVE REVIEW

This FONSI is not a decision on a loan application and therefore not an approval of the expenditure
of federal funds. Issuance of the FONSI and its notices concludes RD’s environmental review process.
The ultimate decision on loan approval depends upon conclusion of this environmental review process
in addition to financial and engineering reviews. Issuance of the FONS| and publication of notices will
allow for these reviews to proceed. The decision to provide financial assistance also is subject to the
availability of loan funds for the designated purpose in RD's budget. There are no provisions to appeal
this decision (i.e., issuance of a FONSI). Legal challenges to the FONSI may be filed in Federal District
Court under the Administrative Procedures Act.

H. APPROVAL
This Finding of No Significant Impact is effective upon signature.

Dated: October 10, 2018

ALLEN BOWEN

Director of Community and Business Programs
Water and Waste Program

Rural Utility Service

Contact Person
For additional information on this FONSI and EA, please contact John Taylor at 334-279-3475.
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UNIONTOWN WASTEWATER TREATMENT SYSTEM UPDATE AS OF APRIL 2018

Uniontown is an impoverished minority community with a population of approximately 2,500. For some
time, Uniontown has had severe financial difficulties and has deferred maintenance and upgrades to its
wastewater collection system, treatment plant, and spray field and has underfunded system operations.
As aresult, a number of noncompliance issues have occurred and caused the Alabama Department of
Environmental Management (ADEM) to undertake necessary enforcement actions. Since ADEM has
exhausted its legally available enforcement options against Uniontown the matter is now in the hands of
the courts.

Unlike any other sector holding water permits, it is nearly impossible to shut down the operation of a
sanitary wastewater treatment plant. To do so would result in sanitary system overflows, sewage backup
into homes, and the discharge of untreated wastewater into water bodies which certainly poses a
greater risk to human health and the environment than discharging partially treated wastewater. That

is why neither ADEM nor the court has shut down the Uniontown wastewater system.

Itis the obligation of the permit holder to design, build, and operate its facility to meet the permit
conditions set by ADEM or be subject to enforcement action. Although it is solely the responsibility of
the permit holder to meet permit conditions, ADEM has been working for a number of years with local
elected officials, design engineers, operating engineers, ADECA, USDA, EPA, Congresswoman Terri
Sewell, and others to find a solution to Uniontown’s wastewater problems so it can meet its permit
requirements.

Substantial funds from a USDA grant and loan were expended on the treatment plant; however, the
collection system was not materially refurbished and is in such a state of disrepair that storm water
inflows completely overwhelm the treatment plant as well as the undersized spray field. The majority
of the collection system has been surveyed using a video probe to determine what repairs are
necessary. Uniontown was required by the Court to submit to ADEM an assessment of the alternatives it
considered to achieve compliance with the Alabama Water Pollution Control Act and its Permit and to
determine which remedial action(s) it would pursue. ADEM encouraged the City to engage the public in
its decision-making process. ADEM attended community meetings in Uniontown on December 5, 2016
and February 23, 2017. These community meetings were planned by the City to inform the citizens of
the issues with the sewer system and the options considered to return the system to compliance.

Uniontown has submitted an Engineering Report to the Department which assesses the alternatives
considered, and has chosen to pursue the option of routing the wastewater from the existing treatment
plant to a new wetlands treatment system with a discharge of treated wastewater to Freetown Creek.
Uniontown has not yet submitted an application to the Department for a National Pollutant Discharge
Elimination System (NPDES) permit for the discharge of wastewater for the above noted chosen
compliance option.

The biggest obstacle to implementing a full solution is obtaining funding for the remaining work on
engineering, the collection system, and handling of the treated wastewater. ADEM has no funding
available. The State has provided nominal funding through ADECA for some collection system

assessment work. Uniontown citizens pay among the highest sewer fees in the area and, due to their
income levels, are unlikely to be able to withstand increased fees to provide needed funding.
Congresswoman Sewell’s Office is believed to be the most promising potential source of f8(31§573



Although the process has been painfully slow, progress is continuing. Regular updates are provided to
the Court and ADEM. Updates to the 4™ Judicial Circuit Court took place on August 24, 2016, January
12, 2017, June 21, 2017, and October 10, 2017, and the next status conference is scheduled for April
12, 2018.

Maost recently during February and March of 2018, Uniontown reported increased and more
significant unpermitted discharges of wastewater from the sprayfield and additional overflows at the
treatment lagoon. These chronic issues appear to be increasing in number, volume, frequency, and
severity. ADEM has requested Uniontown give these matters immediate attention and take corrective
measures to minimize and mitigate increased overflows and the risk of catastrophic failures of the
system. Additionally, ADEM has requested that Uniontown is vigilant in ensuring that any notifiable
sanitary sewer overflows are noticed to the public so that the public can avoid contact with affected
areas as necessary.
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Lowndes County Example

Poor Socioeconomic Conditions

Lowndes County, Alabama has received heightened national attention in the past several years for its
concentration of straight pipe septic systems. The county has a population of 10,358 and a Median Household
Income of $27,914, according to the Census Bureau. Other counties in the Black Belt with reported straight pipe
system usage include Bibb, Butler, Choctaw, Hale, Perry, and Wilcox Counties. We believe, however, that the
prevalence of these systems is more widespread across the region and state.

Soil Conditions

Onsite Wastewater system performance is most problematic in areas of clay-soil conditions, like those in
Alabama’s Black Belt. In the Black Belt, dense clay soil conditions, such as the presence of heavy, slowly
permeable, thick clays, high seasonal water tables, shallow bedrock, or an overabundance of sand require more
complex wastewater systems.

Due to these conditions, traditional onsite wastewater systems (septic systems and drain fields), do not
adequately infiltrate water into the ground and require different installation methods.

Lack of local and state government facilitation

Existing wastewater and sanitation issues in the Black Belt have not been adequately addressed in our local,
state, and federal policymaking. In some cases, municipalities have received funding through the USDA and EPA
but haven’t been successful to date in addressing the underlying issue for their residents. In the case of
Uniontown, for example, the city was awarded close to $5 million is USDA funds. Even more, residents in
unincorporated communities have been completely left out, as they are not served by municipal water services.
We are currently working with several municipalities to identify and help address the issues that have hindered
progress on certain wastewater projects in both incorporated and unincorporated communities.

Federal Legislation

In the FY2018 Omnibus, Rep. Sewell worked with Rep. Robert Aderholt, chair of the Agriculture Appropriations
Subcommittee, to secure an additional $1.8 billion in rural water and wastewater funding. Now her office is
working to ensure that funding is allocated to the communities that need it the most with the help of Alabama’s
USDA State Director, Chris Beeker. This is being done through her work to secure authorizing language in the
Farm Bill that expands USDA wastewater programs and through encouraging entities in the 7t" Congressional
district to apply for wastewater assistance before the September deadline.

H.R. 5837/5.2772, the Rural Septic Tank Access Act (Rep. Terri A. Sewell/Senators Cory Booker, Doug Jones,
and Shelley Moore Capito) — This bill would expand the Household Water Well System Grant program to include
household decentralized wastewater systems and a $40 million increase in appropriation.

H.R. 2328, Low-Income Sewer and Water Assistance Program Act of 2017 (Rep. Marcia Fudge) - Modeled
after the Low-Income Home Energy Assistance Program (LIHEAP), this bill would establish a pilot program that
awards grants to at least 10 eligible entities for assisting low-income households maintain access to water and
sewer services.

Need 1: Inventory in Alabama

There is currently not a countywide, statewide, or nationwide inventory demonstrating the prevalence of
straight pipe/failing septic systems. Several academic and environmental studies have been conducted over the
years in various parts of Alabama but there remains a need for a comprehensive statewide inventory in order
to get assistance where it is needed.
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(ii) by inserting “and individually owned household decentralized wastewater systems" after “well
systems"’;

(B) by striking paragraph (2) and inserting the following:

“(2) TERMS AND AMOUNTS.—

“(4) TERMS OF LOANS.—A loan made with grant funds under this section—
“(i) shall have an interest rate of | percent; and

(ii) shall have a term not to exceed 20 years.

“(B) AMOUNTS.—A loan or subgrant made with grant funds under this section shall not exceed $15,000
for each water well system or decentralized wastewater system described in paragraph (1).""; and

(C) by adding at the end the following:
“(4) GROUND WELL WATER CONTAMINATION.—In the event of ground well water contamination, the
Secretary shall allow a loan or subgrant to be made with grant funds under this section for the installation of

water treatment where needed bevond the point of entry, with or without the installation of a new water well
system.”’;

(4) in subsection (c), by striking “productive use of individually-owned household water well systems " and
inserting “effective use of individually owned household water well systems, individually owned household
decentralized wastewater systems, "' and

(5) in subsection (d)—

(A) by striking “$5,000,000" and inserting “$40,000,000"; and

(B) by striking “2014 through 2018 and inserting 2019 through 2023
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V. Identify Deliverables/Next Steps

Break
2:15-2:30
Everyone not participating in the 2"9 discussion about Uniontown can leave at this time.
Discussion 2: Uniontown Municipal Wastewater Issues
2:30-3:30
. Introduction
e Congresswoman Terri Sewell
Il. Presentation from USDA State Director Chris Beeker on his plans for Uniontown

11l. ADEM
Iv. Presentation and Q&A from Black Belt Citizens Group
V. Timeline/Next Steps

005624



005625









005628















005633



005634






005636



005637









005640



005641






005643






about the plan to pump Uniontown’s waste to the Demopolis WWTP. Only then can the agency be
assured that is making sound decisions based on a true understanding of the environmental
consequences of the proposed actions, and accordingly “take actions that protect, restore, and enhance
the quality of the human environment. See 40 C.F.R. § 1970.1(a).

1. The Role of Industrial Dischargers Must Be Accurately Assessed and Understood.

The EA notes that approximately one fourth of the collection system was rehabbed and inflow
metering was added to the Uniontown wastewater treatment system. EA §1.2. (This was done using a
prior USDA grant and loan.) The data collected from the flow meter now “shows flow coming into the
lagoon varying from 300,000 gallons per day to 5,000,000 gallons per day.” Id. The EA states that the
“excessive inflow still coming through the collection system allows flooding™ of the treatment system,
rendering those systems inoperable. (Emphasis added).

Over the years, Uniontown and Sentell have placed the blame for the excessive volume only on
infiltration and inflow (“I/I”) to the system. To be sure, I/l certainly plays a significant part in the
overflows and treatment failures at the Lagoon. We agree that repair of the collection system is the
logical starting point for rehabilitation. However, Uniontown and Sentell have routinely ignored other
major contributors to the ongoing wastewater debacle. For years, industrial discharger Harvest Select
(aka Alabama Catfish) has been allowed to exceed the entire design capacity of the Uniontown Lagoon
at times --- with no flow or volume limitation or repercussions, or even recognition of the problem.

According to Sentell, Harvest Select is contributing an average of .25 MGD of wastewater each
day, and on some days exceeds .5 MGD. (Sentell Letter to ADEM September 30, 2014). Although
Sentell expressed surprise at this “unknown™ volume in that letter, a quick review of Harvest Select’s
publicly available discharge monitoring reports (“DMRs”) indicates the facility consistently discharges
much more than the .1 MGD originally assumed by Sentell prior to receiving the estimates
above. Harvest Select’s 2012 SID permit (still in force) estimates their average flow at .20 MGD.
However, from January through May of 2018, Harvest Select’s DMRs indicate an average flow of
around 340,000 gallons per day with peak flows routinely exceeded 700,000 gallons per day, even
reaching 938,000 gallons on January 17, 2018. For reference, the entire design capacity of the
Uniontown Lagoon is 525,000 gallons per day.

Riverkeeper has documented and expressed deep concern to ADEM about the amount of
wastewater contributed by Harvest Select and its implications for the Lagoon, to no avail
Astoundingly, Harvest Select’s draft 2017 SID permit (still not finalized) contained no volumetric
limits. A detailed review of DMRs from Harvest Select underscores this critical point: on many days,
the catfish processor approaches or even exceeds the total design capacity of the entire Lagoon system.
The table below, based upon Harvest Select’s DMRs, summarizes the data they have reported during
2017 and the first half of 2018.
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influent wastewater volume and pollutant loading prior to discharge into the Tombigbee River must be
engineered and assured.

3. Many Uniontown Residents Must Have Financial Help to Tie into the System.

Federal agencies must consider environmental justice when evalvating their actions
under NEPA. We understand that the proposed project in part is intended to benefit environmental
justice communities in the Black Belt, not only by alleviating the pollution that threatens Uniontown but
also by creating infrastructure that could recruit businesses and improve the area economy. However,
how will the many residents of Uniontown who live at or below the poverty line afford to connect to the
system? It is unclear from the EA whether the proposed funding will be a grant or a hybrid grant/loan.
Presumably, residents within a certain radius of the system will be required to hook up to the system.
As RUS looks at the many moving parts of this project, funding assistance for the residents who cannot
afford to hook up to the system or those who may struggle to pay increased rates must be considered.

4. Past Mistakes By Sentell Should Disqualify it from Working on this Project.

We discussed Sentell’s failure to review ADEM documents to accurately assess Harvest Select’s
contributions to the Lagoon’s failures. As the USDA is painfully aware, Sentell was also responsible for
the construction of a sprayfield (with USDA grant funds) that was never viable and never used.

When ADEM advertised a 2012 modification of Uniontown’s NPDES permit to authorize the
application of treated wastewater from the Lagoon at a second sprayfield (Sprayfield #2), we submitted
a public comment letter outlining numerous concerns about the proposed permit modification. Chief
among these concerns was the geology in the area of the proposed Sprayfield #2 being unsuitable for
land application. Despite these concerns, ADEM issued the permit modification without requiring any
percolation or geological testing at Sprayfield #2 to determine whether the proposed site was suitable for
the land application. Despite these concerns, Sentell proceeded with the construction of Sprayfield #2
without performing tests to determine whether the soil at the site could absorb the wastewater. Although
construction was completed, Sprayfield # 2 was never put in service because the soils could not properly
process the wastewater flow. Based upon the budget submitted to USDA for the sprayfield, a
conservative estimate for the cost of a useless Sprayfield # 2 is $512,000 ($348,360 in total construction
costs; $130,000 for the land purchase; $25,000 for a property survey; $9,500 for permitting). This
estimate does not include engineering design or inspection fees, which would likely push the estimate
higher.

The ADEM file also tells the story of Sentell’s next proposed solution: a forced main pipeline
and direct discharge to the main stem of the Black Warrior River, some twenty two miles away. Despite
the fact Sentell has not requested an ADEM waste load allocation nor determined whether the plant
could even achieve the level of treatment necessary to meet prospective permit limits for the proposed
discharge, Sentell determined the path and the City began signing contracts for the purchase of
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necessary right-of-way. ADEM, to its credit, has never permitted the direct discharge, because the
Lagoon would not be able to meet permit limits in its current condition.

With the direct discharge off the table, Sentell next recommended a constructed wetland
treatment system, the final cost of which was omitted from the version of Sentell’s February 2018
engineering report that is available in ADEM’s records.. At that point, engineers from the University of
Alabama and Auburn University recommended that Uniontown hire another engineering firm to perform
a values engineering study of the options proposed by Sentell, due to the “lack of success from past
improvement efforts.”

Respectfully, we think it is time that Uniontown turned a new page and engaged another
engineering firm to design and oversee the implementation of the proposed project. We encourage RUS
to place any necessary conditions on the proposed grant to ensure that this project succeeds. Our
members from Uniontown have long monitored the problems at the Lagoon as well as the many
mistakes made in trying to fix those problems. It is heartbreaking that improvements from the previous
USDA grant of $4.8 million dollars failed to alleviate many of the system’s problems. The money is
gone, but according to a March 20, 2018 ADEM status report in its long running litigation against
Uniontown, wastewater continues to drain to Freetown Creek and “[n]Jew and additional wastewater
treatment lagoon overflows™ have released wastewater to Cottonwood Creek.” “Overflows at
[Sprayfield #1] and treatment lagoons have been chronic issues and appear to be increasing in number,
volume and frequency.” Sentell’s failure to properly identify and quantify the full contributions of
industrial contributors to wastewater flow, as well as their previous failures to properly engineer a
solution to Uniontown’s wastewater treatment issues when given the chance should disqualify the firm
from continuing to work on this project.

Conclusion

In order for this second USDA grant/loan to be successful, meaningful consideration of
shortcomings in Uniontown Lagoon’s collection and treatment infrastructure, careful review of past and
current operational histories of all wastewater producers in Uniontown, a robust costs analysis including
additional bids, and a sincere look at Demopolis WWTP’s design and compliance shortcomings must be
undertaken. In order for a thorough analysis to be performed, it is essential that USDA allow
stakeholders — such as Black Belt Citizens Fighting for Health & Justice and Black Warrior Riverkeeper
— a seat at the table to ensure all pertinent information is meaningfully considered. We have important
information and valid insight to offer that will provide a critical check-and-balance that can help avoid
repeating the mistakes which occurred during use of the prior USDA $4.8M grant.

Thank you for your consideration of our comments. Please do not hesitate to contact us if you
have any questions or of you require any additional information.

For the river,
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about the plan to pump Uniontown’s waste to the Demopolis WWTP. Only then can the agency be
assured that is making sound decisions based on a true understanding of the environmental
consequences of the proposed actions, and accordingly “take actions that protect, restore, and enhance
the quality of the human environment. See 40 C.F.R. § 1970.1(a).

1. The Role of Industrial Dischargers Must Be Accurately Assessed and Understood.

The EA notes that approximately one fourth of the collection system was rehabbed and inflow
metering was added to the Uniontown wastewater treatment system. EA §1.2. (This was done using a
prior USDA grant and loan.) The data collected from the flow meter now “shows flow coming into the
lagoon varying from 300,000 gallons per day to 5,000,000 gallons per day.” Id. The EA states that the
“excessive inflow still coming through the collection system allows flooding™ of the treatment system,
rendering those systems inoperable. (Emphasis added).

Over the years, Uniontown and Sentell have placed the blame for the excessive volume only on
infiltration and inflow (“I/I”) to the system. To be sure, I/l certainly plays a significant part in the
overflows and treatment failures at the Lagoon. We agree that repair of the collection system is the
logical starting point for rehabilitation. However, Uniontown and Sentell have routinely ignored other
major contributors to the ongoing wastewater debacle. For years, industrial discharger Harvest Select
(aka Alabama Catfish) has been allowed to exceed the entire design capacity of the Uniontown Lagoon
at times --- with no flow or volume limitation or repercussions, or even recognition of the problem.

According to Sentell, Harvest Select is contributing an average of .25 MGD of wastewater each
day, and on some days exceeds .5 MGD. (Sentell Letter to ADEM September 30, 2014). Although
Sentell expressed surprise at this “unknown™ volume in that letter, a quick review of Harvest Select’s
publicly available discharge monitoring reports (“DMRs”) indicates the facility consistently discharges
much more than the .1 MGD originally assumed by Sentell prior to receiving the estimates
above. Harvest Select’s 2012 SID permit (still in force) estimates their average flow at .20 MGD.
However, from January through May of 2018, Harvest Select’s DMRs indicate an average flow of
around 340,000 gallons per day with peak flows routinely exceeded 700,000 gallons per day, even
reaching 938,000 gallons on January 17, 2018. For reference, the entire design capacity of the
Uniontown Lagoon is 525,000 gallons per day.

Riverkeeper has documented and expressed deep concern to ADEM about the amount of
wastewater contributed by Harvest Select and its implications for the Lagoon, to no avail
Astoundingly, Harvest Select’s draft 2017 SID permit (still not finalized) contained no volumetric
limits. A detailed review of DMRs from Harvest Select underscores this critical point: on many days,
the catfish processor approaches or even exceeds the total design capacity of the entire Lagoon system.
The table below, based upon Harvest Select’s DMRs, summarizes the data they have reported during
2017 and the first half of 2018.
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influent wastewater volume and pollutant loading prior to discharge into the Tombigbee River must be
engineered and assured.

3. Many Uniontown Residents Must Have Financial Help to Tie into the System.

Federal agencies must consider environmental justice when evalvating their actions
under NEPA. We understand that the proposed project in part is intended to benefit environmental
justice communities in the Black Belt, not only by alleviating the pollution that threatens Uniontown but
also by creating infrastructure that could recruit businesses and improve the area economy. However,
how will the many residents of Uniontown who live at or below the poverty line afford to connect to the
system? It is unclear from the EA whether the proposed funding will be a grant or a hybrid grant/loan.
Presumably, residents within a certain radius of the system will be required to hook up to the system.
As RUS looks at the many moving parts of this project, funding assistance for the residents who cannot
afford to hook up to the system or those who may struggle to pay increased rates must be considered.

4. Past Mistakes By Sentell Should Disqualify it from Working on this Project.

We discussed Sentell’s failure to review ADEM documents to accurately assess Harvest Select’s
contributions to the Lagoon’s failures. As the USDA is painfully aware, Sentell was also responsible for
the construction of a sprayfield (with USDA grant funds) that was never viable and never used.

When ADEM advertised a 2012 modification of Uniontown’s NPDES permit to authorize the
application of treated wastewater from the Lagoon at a second sprayfield (Sprayfield #2), we submitted
a public comment letter outlining numerous concerns about the proposed permit modification. Chief
among these concerns was the geology in the area of the proposed Sprayfield #2 being unsuitable for
land application. Despite these concerns, ADEM issued the permit modification without requiring any
percolation or geological testing at Sprayfield #2 to determine whether the proposed site was suitable for
the land application. Despite these concerns, Sentell proceeded with the construction of Sprayfield #2
without performing tests to determine whether the soil at the site could absorb the wastewater. Although
construction was completed, Sprayfield # 2 was never put in service because the soils could not properly
process the wastewater flow. Based upon the budget submitted to USDA for the sprayfield, a
conservative estimate for the cost of a useless Sprayfield # 2 is $512,000 ($348,360 in total construction
costs; $130,000 for the land purchase; $25,000 for a property survey; $9,500 for permitting). This
estimate does not include engineering design or inspection fees, which would likely push the estimate
higher.

The ADEM file also tells the story of Sentell’s next proposed solution: a forced main pipeline
and direct discharge to the main stem of the Black Warrior River, some twenty two miles away. Despite
the fact Sentell has not requested an ADEM waste load allocation nor determined whether the plant
could even achieve the level of treatment necessary to meet prospective permit limits for the proposed
discharge, Sentell determined the path and the City began signing contracts for the purchase of
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necessary right-of-way. ADEM, to its credit, has never permitted the direct discharge, because the
Lagoon would not be able to meet permit limits in its current condition.

With the direct discharge off the table, Sentell next recommended a constructed wetland
treatment system, the final cost of which was omitted from the version of Sentell’s February 2018
engineering report that is available in ADEM’s records.. At that point, engineers from the University of
Alabama and Auburn University recommended that Uniontown hire another engineering firm to perform
a values engineering study of the options proposed by Sentell, due to the “lack of success from past
improvement efforts.”

Respectfully, we think it is time that Uniontown turned a new page and engaged another
engineering firm to design and oversee the implementation of the proposed project. We encourage RUS
to place any necessary conditions on the proposed grant to ensure that this project succeeds. Our
members from Uniontown have long monitored the problems at the Lagoon as well as the many
mistakes made in trying to fix those problems. It is heartbreaking that improvements from the previous
USDA grant of $4.8 million dollars failed to alleviate many of the system’s problems. The money is
gone, but according to a March 20, 2018 ADEM status report in its long running litigation against
Uniontown, wastewater continues to drain to Freetown Creek and “[n]Jew and additional wastewater
treatment lagoon overflows™ have released wastewater to Cottonwood Creek.” “Overflows at
[Sprayfield #1] and treatment lagoons have been chronic issues and appear to be increasing in number,
volume and frequency.” Sentell’s failure to properly identify and quantify the full contributions of
industrial contributors to wastewater flow, as well as their previous failures to properly engineer a
solution to Uniontown’s wastewater treatment issues when given the chance should disqualify the firm
from continuing to work on this project.

Conclusion

In order for this second USDA grant/loan to be successful, meaningful consideration of
shortcomings in Uniontown Lagoon’s collection and treatment infrastructure, careful review of past and
current operational histories of all wastewater producers in Uniontown, a robust costs analysis including
additional bids, and a sincere look at Demopolis WWTP’s design and compliance shortcomings must be
undertaken. In order for a thorough analysis to be performed, it is essential that USDA allow
stakeholders — such as Black Belt Citizens Fighting for Health & Justice and Black Warrior Riverkeeper
— a seat at the table to ensure all pertinent information is meaningfully considered. We have important
information and valid insight to offer that will provide a critical check-and-balance that can help avoid
repeating the mistakes which occurred during use of the prior USDA $4.8M grant.

Thank you for your consideration of our comments. Please do not hesitate to contact us if you
have any questions or of you require any additional information.

For the river,
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Mr. Gordon,

Please find Black Warrior Riverkeeper’s letter in response to USDA’s request for public comments
regarding the Environmental Assessment for the city of Uniontown’s proposed rehabilitation of the
sanitary sewer collection system and wastewater transmission to Demopolis attached to this email.

Thank you for your time and attention to these comments. Please do not hesitate to contact me if
you have any questions or concerns.

For the River,

John Kinney

Enforcement Coordinator
Black Warrior Riverkeeper

712 37! St South
Birmingham, AL 35222
205-458-0095
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Office of Governor Kay Ivey
Economic Policy Advisor
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