ARKANSAS DEPARTMENT OF AGRICULTURE

1 Natural Resources Drive, Little Rock, AR 72205

Sarah Huckabee Sand agriculture.arkansas.gov 4
arah Huckabee Sanders Wes War
Governor (501) 225-1598 Secretary of Agriculture

RECEIVED Financial Assistance, 15 CAR Pt. 2
BLR

MAY 13, 2026 Public Comments Summary

Comment Date: April 30, 2026

Commenter Name: J. Ryan Benefield, Chief Operating Officer, Little Rock Water Reclamation
Authority

Comment: On behalf of the Little Rock Water Reclamation Authority (LRWRA), thank you for the
opportunity to submit comments on the proposed amendments to the Financial Assistance Rules,
15 Arkansas Code of Rules Part 2, including provisions implementing the Water and Sewer
Treatment Facilities Grant Program created by Act 812 of 2025.

LRWRA supports the creation of this new grant program and the Department’s effort to consolidate
and streamline multiple financial assistance programs into a single, unified rule. We appreciate the
focus on advancing construction ready water and wastewater infrastructure projects. The
comments below are offered to help ensure the final rule aligns with legislative intent, promotes
objective and equitable project selection, and provides clarity and predictability for applicants.

Comment 1. Clarification of Eligible Applicants
Rule Citation: 15 CAR § 2705; 15 CAR § 2702

The proposed eligibility provisions identify cities of the first and second class, incorporated towns,
rural water systems, and rural wastewater systems as eligible applicants. LRWRA operates as a
municipal wastewater utility and public facilities authority and performs the same operational,
regulatory, and public health functions as municipal sewer systems. However, municipal
wastewater authorities and similar public facilities boards are not expressly identified as eligible
applicants under § 2705.

Act 812 authorizes grants based on eligible projects and facilities served, rather than on the
specific legal form or municipal classification of the applicant entity as seen in the draft rule. The
omission of municipal wastewater authorities introduces unnecessary ambiguity and potential
applicant risk for utilities organized under Arkansas law as public authorities rather than as
municipal departments.

Recommended revision: Amend 15 CAR § 2705 to expressly include municipal wastewater
authorities and public facilities boards as eligible applicants.

Comment 2. General Duplication Between Project Priority List (PPL) Ranking and Additional
Grant Scoring
Rule Citation: 15 CAR § 21301(c)—(d)



The draft rule requires applicants to submit a Clean Water or Drinking Water Project Priority List
(PPL) application under 8 21301(c), and then applies additional grant specific scoring criteria under
§ 21301(d). Several of the additional criteria appear to overlap with or duplicate factors already
evaluated through the PPL process.

This structure creates a risk of double counting similar considerations and diminishes the ability of
the scoring framework to meaningfully differentiate among high priority, shovel ready projects.
Where the PPL already evaluates public health risk, compliance status, system capacity, and
infrastructure need, additional scoring layers should be narrowly focused and clearly justified.

Recommended revisions (in order of preference):
e Remove additional grant scoring criteriain 8 21301(d) that duplicate PPL evaluation
elements; or
e Clarify that any remaining additional criteria function solely as secondary or tiebreaking
factors, rather than additive scoring layers.

Comment 3. Population Based Scoring Criteria
Rule Citation: 15 CAR § 21301(d)(1)(A) and related provisions

Several of the additional grant scoring criteria rely on population growth or decline measured at the
county level, rather than at the level of the applicant’s service area or the specific facilities served
by the proposed project. This approach raises both technical and policy concerns.

County level population trends frequently fail to reflect localized conditions within individual cities,
sewer sheds, or utility service areas. Counties often contain communities experiencing growth,
decline, and stability simultaneously. Applying a uniform countywide population metric risks
mischaracterizing project level infrastructure needs and obscuring system specific challenges such
as aging assets, regulatory compliance obligations, and capacity constraints that are unrelated to
broader demographic trends. In addition there is no regulatory or technical basis for setting the
criteria at 10%.

As structured, population based scoring under 8 21301(d) could disadvantage projects addressing
documented infrastructure deficiencies in stable or growing service areas solely because they are
not located within a county experiencing overall 10% net population growth across the entire
county. Conversely, projects with less demonstrated infrastructure need could receive additional
points based on aggregate county statistics. This outcome is inconsistent with the program’s
emphasis on project level readiness, necessity, and the ability to proceed to construction.

Lastly, population related considerations are already reflected—directly or indirectly—within
existing PPL methodologies through factors tied to system capacity, community impact, and public
health risk. Reintroducing population metrics as a separate scoring layer increases the risk of
double counting while providing limited incremental value in project differentiation.

Recommended revisions:
e Remove population based scoring criteria from § 21301(d); or
e |[fretained, narrowly tailor population considerations to the actual service area of the
proposed project, clearly define the metric used, and limit its application to a secondary or
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tiebreaking role subordinate to PPL ranking, documented infrastructure need, and project
readiness.

Comment 4. Economic Development Scoring Criterion
Rule Citation: 15 CAR § 21301(d)(1)(C)

The proposed rule awards points for projects that support the continuation, expansion, or creation
of economic development. As written, this criterion lacks objective standards and is inherently
subjective. All water and wastewater infrastructure projects inherently support existing or new
economic activity to some degree, and all water and wastewater projects should qualify for the
additional points as currently written.

Recommended revision: Remove the economic development scoring criterion in § 21301(d)(1)(C) in
its entirety to preserve objectivity and transparency in project selection.

Comment 5. Prior Funding Criterion
Rule Citation: 15 CAR 8§ 21301(d)(1)(B)

The draft rule awards points to applicants that have not received funding under the program within
the prior two years. While distribution equity is an important policy goal, this criterion shifts
emphasis away from documented infrastructure need and project readiness.

The rule already requires grant recipients to complete and formally close out all work under an
award before becoming eligible for another grant. That restriction provides a sufficient mechanism
to promote equitable distribution while keeping the scoring framework focused on readiness and
need.

Recommended revisions (in order of preference):
e Remove the prior funding scoring criterion in 8 21301(d)(1)(B); or
e Clarify that lack of prior funding may be considered only as a secondary equity factor
subordinate to PPL score, infrastructure need, and project readiness.

Comment 6. One Grant at a Time Restriction
Rule Citation: 15 CAR § 21301(€e)(4)

The proposed rule provides that funding recipients are not eligible for another grant under the
program until the awarded grant is closed out. To avoid unintended consequences, this restriction
should be clearly limited to this specific grant program.

Recommended revision: Clarify in 8 21301(e)(4) that the one grant at a time restriction applies only
within the Water and Sewer Treatment Facilities Grant Program and does not affect eligibility under
other ANRC financial assistance programs.

LRWRA appreciates the opportunity to submit these comments and supports the Department’s
efforts to implement Act 812 of 2025 in a manner that is administratively sound, legally clear, and
focused on delivering critical water and wastewater infrastructure improvements across Arkansas.
We would be pleased to provide additional clarification or assistance if helpful.
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Department Response: The Department appreciates the careful review and comments of the
Little Rock Water Reclamation Authority. In response to comment 1, Clarification of Eligible
Applicants under 15 CAR § 2-705, the Department agrees that the current wording could
unintentionally narrow eligibility for entities that are not municipal departments but that lawfully
provide water or wastewater service in a city, town, or rural area. To address the concern and
remove potential ambiguity, the Department will revise the draft rule to change the word “by” to “in”
in the relevant eligibility provision and make other minor modifications to correct the plural and
singular references in the list for clarity.

For comments 2—6, the Department created a scoring mechanism to prioritize projects based on
emerging needs across the state for the new Water and Sewer Treatment Facilities Grant program.
Careful consideration was given to not duplicate the project priority list criteria, address
infrastructure needs identified in the State Water Planning process, and close gaps in current
funding programs. Due to the limited amount of funding, it is important to broadly distribute
available funds to as many applicants as possible for priority projects. Projects must demonstrate
shovel-readiness before being scored and compared for funding decisions from the new Water and
Sewer Treatment Facilities Grant Program. For these reasons, the Department does not
recommend making changes to the rule as amended.

Comment Date: May 4, 2026

Commenter Name: Randy Easley, CEO/Senior Environmental Scientist, E2 Analytics, LLC

Comment: | appreciate the opportunity to provide comments on the proposed revisions to 15 CAR
Part 2 - Financial Assistance. These comments are offered to support the Commission’s efforts
while also identifying opportunities to improve the accessibility, efficiency, and overall
effectiveness of state funding programs particularly for small and medium-sized water and
wastewater utilities across Arkansas.

Over the course of more than 40 years working in the water and wastewater industry in Arkansas
and continuing in a pro-bono capacity following my retirement, | have worked closely with
numerous small and mid-sized systems. Through this experience, it has become clear that many of
these utilities face significant challenges in accessing available funding. These challenges are not
due to a lack of need, but rather limited administrative capacity, technical expertise, and financial
resources necessary to successfully navigate complex and competitive funding processes.

The proposed rule is comprehensive and well-structured; however, several elements may
unintentionally disadvantage smaller systems. As written, the framework relies heavily on extensive
application requirements, multi-layered review processes, and competitive prioritization criteria.
While appropriate for larger and more administratively robust utilities, these elements create
substantial barriers for smaller systems that often operate with minimal staff and limited technical
support.

The application requirements (such as audited financial statements, detailed engineering
documentation, and complex financial projections) represent a significant upfront burden. For
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many rural utilities, meeting these requirements necessitates the engagement of outside
consultants prior to any assurance of funding, which may delay or discourage critical infrastructure
improvements.

In addition, the procedural framework (including pre-application coordination, advisory committee
review, and multiple levels of staff and Commission evaluation) introduces administrative
complexity and extended timelines that may not align with the urgent needs commonly faced by
smaller systems. While the proposed six-month decision timeline is a positive step, the overall
process remains cumbersome for systems with limited capacity.

Of particular concern is the continued reliance on competitive prioritization. Under the current
structure, smaller systems must compete directly with larger utilities for limited funding resources.
Larger systems are inherently better positioned to achieve higher evaluation scores due to greater
economic impact, more comprehensive documentation, and higher project readiness. This
dynamic may unintentionally shift funding away from rural systems with critical infrastructure
deficiencies in favor of projects that are more competitive under standardized criteria.

Further, financial capacity requirements (such as revenue sufficiency, debt repayment capability,
and rate thresholds tied to median household income) may disproportionately impact smaller
utilities. Many of these systems already operate at or near affordability limits, and their limited
customer base restricts their ability to generate additional revenue. As a result, these criteria may
effectively exclude the systems most in need of financial assistance.

To address these concerns, | respectfully recommend the following modifications to the proposed
rule:

e Establish population-based funding tiers to differentiate between small, medium, and large
systems, thereby preventing direct competition among entities with significantly different
capacities.

e Create a non-competitive funding pathway for projects addressing regulatory compliance,
public health risks, or failing infrastructure, allowing evaluation based on demonstrated
need rather than comparative ranking.

e Develop a simplified application process for small systems, including reduced
documentation requirements, acceptance of unaudited financial information where
appropriate, and the use of standardized templates.

e Streamline procedural requirements by reducing or eliminating unnecessary pre-
application steps and modernizing submission practices to reflect current digital
standards.

e Adjustfinancial evaluation criteria to better account for affordability constraints and the
operational realities of small systems, with increased emphasis on grant-based assistance
where necessary.

e Establish dedicated funding set-asides for systems serving fewer than 10,000 customers to
promote equitable access to available resources.

e Consider reducing or waiving application and servicing fees for small or disadvantaged
communities.

These modifications would significantly enhance the accessibility and effectiveness of the state’s
financial assistance programs while helping ensure that critical infrastructure needs in rural
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Arkansas are addressed in a timely and equitable manner. For your reference, | have attached a
document further detailing the aforementioned recommendations.

Thank you for your consideration of these comments and for your continued commitment to
supporting water and wastewater systems throughout Arkansas. | would welcome the opportunity

to discuss these recommendations further at your convenience.

Focused policy and process critique of the draft rule (15 CAR Part 2 - Financial Assistance)

High-Level Assessment

The rule is comprehensive but structurally biased toward large, well-resourced utilities. It
emphasizes:

e Extensive documentation

e Competitive prioritization

o Financial capacity and rate metrics
Multi-layer review processes

These are manageable for large systems but create real barriers for small and rural systems, which
is exactly where Arkansas has the greatest infrastructure need.

Key Structural Issues

1. Complex Application Requirements

The application section requires:
e Multi-year audited financials
e Detailed engineering feasibility
e |egal, financial, and bond counsel coordination
e Revenue projections, reserves, and debt structures

For small systems:
e Many do not have audited financials readily available
e Often lack in-house administrative or engineering capacity
e Must hire consultants just to apply

Result: High upfront cost before funding is even secured.

2. Mandatory Pre-Application + Multi-Step Review Process

The process includes:
e Optional but encouraged pre-application conference
Required WWAC pre-application (7 copies)
Full application
Preliminary review
Final review
Possible public hearing
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e Commission action

Even with improvements (6-month decision target), this is still:
e |ayered and slow
e Resource-intensive

Problem: Small utilities need fast-track, low-friction funding, not a multi-stage institutional
process.

3. Competitive Prioritization Model

Projects are evaluated based on:
o Relative benefit vs. other applicants
e Priority ranking lists
e Economic and regionalimpact
e Readiness and funding combinations

This creates direct competition between:
e Rural systems with failing infrastructure
e Large systems with economic development projects

Result:
Large systems win because they:
e Score higher on economic impact
e Have better documentation
e Demonstrate readiness more easily

4. Financial Capacity & Rate Burden Requirements

The rule requires:
e Revenue sufficiency
o Debtrepayment ability
e Rate thresholds tied to Median Household Income (MHI)

For small/rural systems:
e Already operating near affordability limits
e Limited customer base = weak revenue model

Issue: This effectively penalizes small systems for being small.

5. “Exhaustion of Other Funding Sources” Requirement

Certain programs require proof that:
e Allother funding sources have been exhausted

This:
e Slows projects significantly
e Forces systems into complex funding stacking
o Benefits entities with grant-writing capacity
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6. Fee Structure Burden
e Upto 3% application + 3% servicing fees

For small utilities:
e These are material costs, not administrative footnotes

What’s Missing (Critical Gaps)

No Population-Based Funding Tracks
There is no distinction between:

e <1,000 connections

e 1,000-10,000

e 10,000

This is the core issue.

No Non-Competitive Funding Path

Every application is subject to:
e Ranking
e Comparative prioritization
e Discretionary evaluation

There is no guaranteed funding pathway for:
e Regulatory compliance
e Failing infrastructure
e Public health risks

No Streamlined “Small System” Application

Despite flexibility language, there is:
e Noreduced documentation tier
e No simplified underwriting
o No standard project templates

No Dedicated Rural Set-Aside

Funding is not:
e Reserved
e Segmented
e Protected

Small systems must compete in the same pool.

Recommended Improvements (Actionable)

1. Create Population-Based Funding Tiers

Establish separate tracks:
e Tier 1:<1,000 connections (automatic priority / simplified)
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e Tier2:1,000-10,000 (modified review)
e Tier 3: >10,000 (full competitive process)

This prevents direct competition with large utilities.

2. Implement a Non-Competitive “Compliance Track”

For projects involving:
e Health violations
e Consentorders
e Failing infrastructure

Provide:
e First-come, first-served funding
o No ranking against other projects

3. Develop a Simplified Application Path

For small systems:
e Waive audited financial requirement (allow internal statements)
e Provide standardized templates
e Allow engineering reports at reduced level (PER-Llite)

4. Eliminate or Reduce Pre-Application Burden
e Remove requirement for multiple copies (7 copies is outdated)
e Allow direct application submission
o Use WWAC as optional technical assistance, not gatekeeping

5. Adjust Financial Criteria for Small Systems
e Replace strict revenue/debt metrics with:
o Affordability index
o System viability scoring
e Allow grant-heavy funding packages

6. Create Dedicated Rural Set-Asides

Reserve a percentage of funds for:
e Systems under 10,000 customers
e Or specifically under 3,300 (EPA small system definition)

7. Cap or Waive Fees for Small Systems
e Reduce or eliminate:
o Application fees
o Servicing fees

Especially for disadvantaged communities

8. Fast-Track Timeline Option
e 60-90 day approval window
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e Limited review layers
e No public hearing unless required

Suggested Policy Language

The current rule structure places small and medium utilities at a structural disadvantage by
requiring them to compete directly with larger systems that possess greater financial,
administrative, and technical capacity.

To ensure equitable access to funding and protect public health in rural Arkansas, the Commission
should establish a dedicated, non-competitive funding pathway for systems serving 6

fewer than 10,000 (or 3,300 per EPA definition) customers. This pathway should include simplified
application requirements, reduced financial documentation burdens, and prioritized funding for
compliance-driven and infrastructure replacement projects.

Without these modifications, the rule risks reinforcing existing disparities and delaying critical
improvements in the state’s most vulnerable water and wastewater systems.

Bottom Line
This rule is technically solid but structurally inequitable.

It works well for:
e |arge municipalities
e Regional systems
o Well-staffed utilities

It does not work efficiently for:
e Rural water associations
e Small municipalities
e Systems already struggling with compliance

Department Response: The Department appreciates the time, analysis, and perspective offered
by E2 Analytics, LLC. Careful consideration was made to amend the rules to reduce unnecessary
requirements and streamline the application process. Due to limited funding, project ranking is
necessary to appropriately fund the highest-priority projects across the state. Additionally, for
smaller communities, the Department provides application assistance through staff assistance
and technical service providers to ensure that all entities have the opportunity to apply for funding.
Further, some of the federal programs are limited to only smaller communities. For these reasons,
the Department does not recommend making changes to the rule as amended.
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