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Senat or (s) Nunnel ee To:  Finance

SENATE BILL NO 2602
(As Sent to Governor)

AN ACT TO AMEND SECTI ON 41-3-16, M SSI SSI PPI CODE OF 1972, TO
REMOVE THE CAP ON THE LOCAL GOVERNMENTS AND RURAL DRI NKI NG WATER
SYSTEMS | MPROVEMENTS LOAN AND GRANT PROGRAM AND FOR RELATED
PURPOSES.

BE I T ENACTED BY THE LEGQ SLATURE OF THE STATE OF M SSI SSI PPI

SECTION 1. Section 41-3-16, M ssissippi Code of 1972, is
amended as foll ows:

41-3-16. (1) (a) There is established a | ocal governments
and rural water systens inprovenments revolving | oan and grant
programto be adm nistered by the State Departnment of Health,

referred to in this section as "departnent,"” for the purpose of
assisting counties, incorporated nunicipalities, districts or
ot her water organizations that have been granted tax exenpt status
under either federal or state law, in nmaking inprovenents to their
wat er systens, including construction of new water systens or
expansion or repair of existing water systens. Loan and grant
proceeds nay be used by the recipient for planning, professional
services, acquisition of interests in |and, acquisition of
personal property, construction, construction-rel ated services,
mai nt enance, and any ot her reasonabl e use which the board, in its
di scretion, may allow. For purposes of this section, "water
systens" has the sane nmeaning as the term "public water systent
under Section 41-26-3.

(b) (i) There is created a board to be known as the
"Local Governnments and Rural Water Systens |nprovenents Board, "
referred to in this section as "board," to be conposed of the

following nine (9) nenbers: the State Health O ficer, or his

desi gnee, who shall serve as chairnman of the board; the Executive
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Director of the M ssissippi Devel opnent Authority, or his

desi gnee; the Executive Director of the Departnent of

Environnmental Quality, or his designee; the Executive Director of
t he Departnent of Finance and Admi nistration, or his designee; the
Executive Director of the M ssissippi Association of Supervisors,
or his designee; the Executive Director of the M ssissipp
Muni ci pal League, or his designee; the Executive Director of the

Aneri can Council of Engi neering Conpanies of M ssissippi, or his

designee; the State Director of the United States Departnent of
Agriculture, Rural Devel opnent, or his designee; and a manager of
a rural water system

The CGovernor shall appoint a nanager of a rural water system
froma list of candidates provided by the Executive Director of
the M ssissippi Rural Water Association. The Executive Director
of the M ssissippi Rural Water Association shall provide the
Governor a list of candidates which shall contain a m ni mum of
three (3) candi dates for each appoi ntnent.

(11) Nonappointed nenbers of the board may
desi gnate anot her representative of their agency or association to
serve as an alternate.

(ti1) The gubernatorial appointee shall serve a
termconcurrent wwth the termof the Governor and until a
successor is appointed and qualified. No nenber, officer or
enpl oyee of the Board of Directors of the M ssissippi Rural Water
Associ ation shall be eligible for appointnent.

(c) The departnent, if requested by the board, shal
furnish the board wwth facilities and staff as needed to
adm nister this section. The departnent may contract, upon
approval by the board, for those facilities and staff needed to
adm ni ster this section, including routine nmanagenent, as it deens
necessary. The board nmay advertise for or solicit proposals from
public or private sources, or both, for admnistration of this

section or any services required for admnistration of this
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section or any portion thereof. It is the intent of the
Legi sl ature that the board endeavor to ensure that the costs of
adm nistration of this section are as |ow as possible in order to
provi de the water consuners of M ssissippi safe drinking water at
af f ordabl e pri ces.

(d) Menbers of the board may not receive any sal ary,
conpensation or per diemfor the performance of their duties under
this section.

(2) (a) There is created a special fund in the State
Treasury to be designated as the "Local Governnents and Rural
Wat er Systens | nprovenents Revolving Loan Fund," referred to in
this section as "revolving fund,"” which fund shall consist of
t hose nonies as provided in Sections 6 and 13 of Chapter 521, Laws
of 1995. The revolving fund may receive appropriations, bond
proceeds, grants, gifts, donations or funds from any source,
public or private. The revolving fund shall be credited with al
repaynments of principal and interest derived fromloans made from
the revolving fund. The nonies in the revolving fund may be
expended only in anounts appropriated by the Legislature, and the
different anounts specifically provided for the |oan program and
the grant program shall be so designated. Monies in the fund may
only be expended for the grant programfromthe anount desi gnated
for such program The revolving fund shall be maintained in
perpetuity for the purposes established in this section and
Sections 6 through 20 of Chapter 521, Laws of 1995. Unexpended
anounts remaining in the revolving fund at the end of a fiscal
year shall not lapse into the State General Fund, and any i nterest
earned on anmounts in the revolving fund shall be deposited to the
credit of the fund. Mnies in the revolving fund may not be used
or expended for any purpose except as authorized under this
section and Sections 6 through 20 of Chapter 521, Laws of 1995.
Any nonies in the fund may be used to match any federal funds that

are avail able for the sane or rel ated purposes for which funds are
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used and expended under this section and Sections 6 through 20 of
Chapter 521, Laws of 1995. Any federal funds shall be used and
expended only in accordance with federal |aws, rules and
regul ati ons governing the expenditure of those funds. No person
shall use any nonies fromthe revolving fund for the acquisition
of real property or any interest in real property unless that
property is integral to the project funded under this section and
the purchase is made froma wlling seller. No county,
i ncorporated nunicipality or district shall acquire any real
property or any interest in any real property for a project funded
t hrough the revol ving fund by condemation. The board's
application of Sections 43-37-1 through 43-37-13 shall be no nore
stringent or extensive in scope, coverage and effect than federal
property acquisition | aws and regul ati ons.

(b) There is created a special fund in the State
Treasury to be designated as the "Local Governnents and Rural
Wat er Systens Energency Loan Fund," hereinafter referred to as
"enmergency fund," which fund shall consist of those nonies as
provided in Sections 6 and 13 of Chapter 521, Laws of 1995. The
energency fund may receive appropriations, bond proceeds, grants,
gifts, donations or funds from any source, public or private. The
energency fund shall be credited wwth all repaynents of principal
and interest derived fromloans nmade fromthe energency fund. The
nonies in the energency fund may be expended only in anounts
appropriated by the Legislature. The energency fund shall be
mai ntai ned in perpetuity for the purposes established in this
section and Section 6 of Chapter 521, Laws of 1995. Unexpended
anounts renmaining in the energency fund at the end of a fiscal
year shall not lapse into the State General Fund. Any interest
earned on anounts in the energency fund shall be deposited to the
credit of the fund. Mnies in the energency fund may not be used
or expended for any purpose except as authorized under this

section and Section 6 of Chapter 521, Laws of 1995.
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(c) The board created in subsection (1) shall establish
| oan and grant prograns by which | oans and grants may be nade
avai l abl e to counties, incorporated nunicipalities, districts or
ot her water organi zations that have been granted tax exenpt status
under either federal or state law, to assist those counties,

i ncorporated nunicipalities, districts or water organi zations in
maki ng wat er systens inprovenents, including the construction of
new wat er systens or expansion or repair of existing water
systens. Any entity eligible under this section nmay receive
either a loan or a grant, or both. No grant awarded under the
program established in this section may be nade using funds from
the loan program G ants nay be awarded only when the Legislature
specifically appropriates funds for that particul ar purpose. The
interest rate on those loans may vary fromtine to tine and from
loan to loan, and will be at or bel ow market interest rates as
determ ned by the board. The board shall act as quickly as is
practicable and prudent in deciding on any | oan request that it
receives. Loans fromthe revolving fund or energency fund may be
made to counties, incorporated nmunicipalities, districts or other
wat er organi zations that have been granted tax exenpt status under
either federal or state law, as set forth in a | oan agreenent in
anounts not to exceed one hundred percent (100% of eligible
project costs as established by the board. The board may require
county, nunicipal, district or other water organization
participation or funding fromother sources, or otherwise |imt
the percentage of costs covered by | oans fromthe revol ving fund

or the energency fund. The board nmay establish a maxi num anount

for any loan fromthe revolving fund or energency fund in order to

provi de for broad and equitable participation in the prograns.

(d) A county that receives a loan fromthe revol ving
fund or the enmergency fund shall pledge for repaynent of the | oan
any part of the homestead exenption annual tax |oss reinbursenent

to which it may be entitled under Section 27-33-77, as may be
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required to neet the repaynent schedul e contained in the | oan
agreenent. An incorporated nunicipality that receives a | oan from
the revolving fund or the energency fund shall pledge for
repaynment of the |loan any part of the sales tax revenue
distribution to which it nmay be entitled under Section 27-65-75,
as may be required to neet the repaynent schedul e contained in the
| oan agreenent. All recipients of such |oans shall establish a
dedi cated source of revenue for repaynent of the | oan. Before any
county or incorporated nunicipality shall receive any loan, it
shal | have executed with the State Tax Comm ssion and the board a
| oan agreenent evidencing that |oan. The | oan agreenent shall not
be construed to prohibit any recipient from prepaying any part or
all of the funds received. The repaynent schedule in each | oan
agreenent shall provide for (i) nonthly paynents, (ii) sem annual
paynments or (iii) other periodic paynents, the annual total of

whi ch shall not exceed the annual total for any other year of the
| oan by nore than fifteen percent (15% . Except as otherw se
provided in subsection (4) of this section, the | oan agreenent
shal|l provide for the repaynent of all funds received fromthe
revolving fund within not nore than fifteen (15) years or a term
as otherwi se allowed by the federal Safe Drinking Water Act, and
all funds received fromthe emergency fund within not nore than
five (5) years fromthe date of project conpletion, and any
repaynent shall commence not |ater than one (1) year after project
conpletion. The State Tax Comm ssion shall w thhold sem annually
fromcounties and nonthly fromincorporated nmunicipalities from
the amount to be remitted to the county or nunicipality, a sum
equal to the next repaynent as provided in the | oan agreenent.

(e) Any county, incorporated municipality, district or
ot her water organi zation desiring to construct a project approved
by the board which receives a loan fromthe state for that purpose
but which is not eligible to pledge for repaynent under the

provi si ons of paragraph (d) of this subsection, shall repay that
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| oan by maki ng paynents each nonth to the State Treasurer through
t he Departnent of Finance and Adm nistration for and on behal f of
the board according to Section 7-7-15, to be credited to either
the revolving fund or the emergency fund, whichever is
appropriate, in lieu of pledging honestead exenption annual tax

| oss reinbursenent or sales tax revenue distribution.

Loan repaynents shall be according to a repaynent schedul e
contained in each | oan agreenent as provided in paragraph (d) of
t his subsecti on.

(f) Any district created pursuant to Sections 19-5-151
t hrough 19-5-207 that receives a loan fromthe revol ving fund or
the energency fund shall pledge for repaynent of the | oan any part
of the revenues received by that district pursuant to Sections
19-5-151 through 19-5-207, as nay be required to neet the
repaynment schedul e contained in the | oan agreenent.

(g) The State Auditor, upon request of the board, shal
audit the receipts and expenditures of a county, an incorporated
municipality, district or other water organization whose | oan
repaynments appear to be in arrears, and if the Auditor finds that
the county, incorporated municipality, district or other water
organi zation is in arrears in those repaynents, the Auditor shal
i mredi ately notify the chairman of the board who may take any
action as nmay be necessary to enforce the terns of the | oan
agreenent, including liquidation and enforcenent of the security
given for repaynent of the |oan, and the Executive Director of the
Departnent of Finance and Adm nistration who shall w thhold al
future paynents to the county of honestead exenption annual tax
| oss reinbursenents under Section 27-33-77 and all suns all ocated
to the county or the incorporated municipality under Section
27-65-75 until such tine as the county or the incorporated
municipality is again current in its |oan repaynents as certified

by the board.
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(h) Al nonies deposited in the revolving fund or the
energency fund, including |oan repaynents and interest earned on
t hose repaynents, shall be used only for providing | oans or other
financial assistance to water systens as the board deens
appropriate. In addition, any anounts in the revol ving fund or
the energency fund may be used to defray the reasonabl e costs of
adm nistering the revolving fund or the energency fund and
conducting activities under this section and Sections 6 through 20
of Chapter 521, Laws of 1995, subject to any limtations
established in the federal Safe Drinking Water Act, as anended and
subj ect to annual appropriation by the Legislature. The
departnent is authorized, upon approval by the board, to use
anounts available to it fromthe revolving fund or the energency
fund to contract for those facilities and staff needed to
adm ni ster and provide routine managenent for the funds and | oan
program

(3) In admnistering this section and Sections 6 through 20
of Chapter 521, Laws of 1995, the board created in subsection (1)
of this section shall have the foll ow ng powers and duti es:

(a) To supervise the use of all funds nmade avail abl e
under this section and Sections 6 through 20 of Chapter 521, Laws
of 1995, for local governnents and rural water systens
I nprovenents;

(b) To promulgate rules and regul ations, to make
vari ances and exceptions thereto, and to establish procedures in
accordance wth this section and Sections 6 through 20 of Chapter
521, Laws of 1995, for the inplenentation of the |ocal governnents
and rural water systens inprovenments revolving | oan program

(c) To require, at the board' s discretion, any | oan or
grant recipient to inpose a per connection fee or surcharge or
anended water rate schedule or tariff on each custoner or any
cl ass of custoners, benefiting froman inprovenent financed by a

| oan or grant nmade under this section, for repaynent of any |oan
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funds provided under this section and Sections 6 through 20 of
Chapter 521, Laws of 1995. The board may require any | oan or
grant recipient to undergo a water systemviability analysis and
may require a loan or grant recipient to inplenment any result of
the viability analysis. |If the loan recipient fails to inplenent
any result of a viability analysis as required by the board, the
board may i npose a nonetary penalty or increase the interest rate
on the loan, or both. |If the grant recipient fails to inplenent
any result of a viability analysis as required by the board, the
board may i npose a nonetary penalty on the grant;

(d) To review and certify all projects for which funds
are authorized to be nade avail abl e under this section and
Sections 6 through 20 of Chapter 521, Laws of 1995, for |ocal
governnents and rural water systens inprovenents;

(e) To requisition nonies in the Local Governnents and
Rural Water Systens |nprovenents Revol ving Loan Fund and the Local
Governnments and Rural Water Systens Energency Loan Fund and
distribute those nonies on a project-by-project basis in
accordance with this section

(f) To ensure that the funds nmade avail abl e under this
section and Sections 6 through 20 of Chapter 521, Laws of 1995, to
a county, an incorporated nunicipality, a district or a water
organi zati on that has been granted tax exenpt status under either
federal or state |aw provide for a distribution of projects and
funds anong the entities under a priority system established by
t he board;

(g0 To maintain in accordance with generally accepted
government accounting standards an accurate record of all nonies
in the revolving fund and the energency fund nmade available to
counties, incorporated nunicipalities, districts or other water
organi zati ons under this section and Sections 6 through 20 of

Chapter 521, Laws of 1995, and the costs for each project;
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(h) To establish policies, procedures and requirenments
concerning viability and financial capability to repay |oans that
may be used in approving |oans avail abl e under this section,
including a requirenent that all |oan recipients have a rate
structure which will be sufficient to cover the costs of
operation, maintenance, mmjor equi pnent replacenent and repaynent
of any | oans made under this section; and

(1) To file annually with the Legislature a report
detailing how nonies in the Local Governments and Rural Water
Systens | nprovenents Revol ving Loan Fund and the Local Governnents
and Rural Water Systens Energency Loan Fund were spent during the
preceding fiscal year in each county, incorporated nunicipality,
district or other water organi zation, the nunber of projects
approved and constructed, and the cost of each project.

For efficient and effective admnistration of the | oan
program revol ving fund and energency fund, the board nay
aut hori ze the departnment or the State Health O ficer to carry out
any or all of the powers and duties enunerated above.

(4) The board may, on a case-by-case basis and to the extent
all oned by federal |aw, renegotiate the paynent of principal and
interest on | oans nmade under this section to the six (6) nost
sout hern counties of the state covered by the Presidenti al
Decl aration of Major Disaster for the State of M ssissipp
(FEMA- 1604- DR) dat ed August 29, 2005, and to incorporated
municipalities, districts or other water organizations |ocated in
such counties; however, the interest on the |oans shall not be
forgiven for a period of nore than twenty-four (24) nonths and the
maturity of the |oans shall not be extended for a period of nore
than forty-eight (48) nonths.

SECTION 2. This act shall take effect and be in force from

and after July 1, 2007.
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