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I. Objective:  This procedure memo describes how the Funding Group of the Public Water Supply 

(PWS) Section will ensure compliance with the 2008 Drought Bill as codified in NCGS § 143-
355.4 and amended by S.L. 2011-374.  This memo expands on the Checklist for Compliance 
with Drought Bill Requirements on page 5 of the Application Appendix for DENR Drinking 
Water Funding Programs. 

II. Implementation Schedule.   

A. Demonstrating compliance with the Drought Bill is a prerequisite of receiving funding 
(but not a component of “ready-to-proceed”) effective September 30, 2012.  After 
September 30, 2012, the Public Water Supply (PWS) Section will require a project to 
demonstrate compliance with the Drought Bill before the PWS Section will offer funding. 

B. Demonstrating compliance with the Drought Bill will become a component of “ready-to-
proceed” effective April 1, 2013.   

C. An application that previously documented ready-to-proceed (RTP) status, but that has 
not either received an offer or demonstrated compliance with the Drought Bill 
requirements by April 1, 2013, will lose RTP status and any allocation based on that 
RTP status.   

On April 1, 2013, the PWS Section will re-allocate funds away from any project that has failed to 
demonstrate compliance with the Drought Bill requirements unless the PWS Section has 
already made a written offer (the “Part A”) for the project.  

III. Applicability.   

A. A project is subject to the requirements of NCGS § 143-355.4.(b) when there is an 
allocation of State funds “for the purpose of extending waterlines or expanding water 
treatment capacity”. 

B. Interpretations 

1. The replacement of existing waterlines with new waterlines of greater capacity for 
the purpose of increasing demand is subject. 

2. A waterline to replace under-sized or aged lines is not subject if the 
documented primary reason for the replacement is for another explicit 
purpose, such as to repair leaks or meet minimum pressure requirements.  This 
is true even if the Preliminary Engineering Report (PER) states that the project 
might lead to redevelopment. 
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3. Any new waterline (even one closing a loop) where there is no existing waterline 
is subject.   

4. A water treatment plant project to restore original capacity that has been lost due 
to age is not subject. 

5. A water treatment plant upgrade without expansion in capacity (e.g. for 
compliance with disinfection byproducts requirements) is not subject. 

6. A new water treatment plant that would expand the production capacity of the 
system is subject.  

7. A new water treatment plant that replaces an existing plant of equal or greater 
capacity is not subject. 

8. A new well that would expand the production capacity of the system is subject. 

9. A new well that replaces old wells of an equal or greater capacity is not subject.  
The wells being replaced need to be properly physically disconnected from the 
system but do not need to be abandoned.   

10. Any project that would exacerbate a water shortage situation, such as adding 
new service connections or service areas, is subject. 

11. As discussed in the State Water Infrastructure Commission meeting on April 20, 
2012, a water line extension to address contaminated drinking water wells or to 
consolidate failing systems is not subject. 

12. The statute is written as if the applicant were always the public water supply 
system that will benefit from the project.  If the applicant is not the public water 
supply system that will benefit from the project, the applicant must document that 
the public water supply system that will benefit from the project complies with the 
standards for “applicant” below.   

IV. Requirements 

A. Adequate Rate 

1. The applicant must have “established a water rate structure that is adequate to 
pay the cost of maintaining, repairing, and operating the system, including 
reserves for payment of principal and interest on indebtedness incurred for 
maintenance or improvement of the water system during periods of normal use 
and periods of reduced water use due to implementation of water conservation 
measures. The funding agency shall apply guidelines developed by the State 
Water Infrastructure Commission in determining the adequacy of the water rate 
structure to support operation and maintenance of the system.”  [NCGS § 143-
355.4.(b)(1)] 

2. Implementation 

The applicant must submit Form LGC-108C to demonstrate that operating 
revenues equal or exceed operating expenditures as well as principal and 
interest payments on indebtedness.  [revenues ≥ (expenditures + principal + 
interest)]  This condition must still be true even if transfers from other accounts 
are zeroed out.  Projects for which this is not true will be considered if the 
application explains extenuating circumstances (e.g. drought) for which the 
financial issues will be resolved by the time of construction. 
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B. Rate Structure 

1. The applicant must “not use a rate structure that gives residential water 
customers a lower per-unit water rate as water use increases.”  [NCGS § 143-
355.4.(b)(5)] 

2. Implementation – The water rates must not charge residential customers {or 
usage below 20,000 gallons/month} using a decreasing block rate structure.  For 
more information and recommendations see the Checklist for Rate Structures 
that Support Water Conservation in the Application Appendix for Drinking 
Water Funding Programs.  

C. Leak Detection And Repair (LDAR) Program 

1. The applicant must have “implemented a leak detection and repair program.”  
[NCGS § 143-355.4.(b)(2)] 

2. Implementation 

a. The PWS Section will implement this new requirement according to our 
long-standing procedure for allocating priority points under O.A 
S.1)e)ii)(1) for a “water loss reduction program.” 

b. Water audits measure the success of the LDAR program.  The initial 
water audit measures the baseline water loss.  Ongoing water audits tell 
you if the LDAR program is reducing water loss.   

(1) The water audit must meet the requirements in the attached 
Drought Bill Checklist: 

(2) Refer questions regarding water audits to the Water Supply 
Planning Branch staff in the Division of Water Resources at 919-
707-9000. 

c. A leak detection and repair program is not necessary if a water audit 
demonstrates that non-revenue water is 10% or less of water produced. 

d. The Public Water Supply Section will continue to review the state-of-the 
art for water audits that are based on industry-accepted practices.   

Applicants may use the free AWWA water audit software and guidance 
document found at: 
http://www.awwa.org/Resources/WaterLossControl.cfm?ItemNumber=48
511&showLogin=NA  to perform the water audit.  A leak detection and 
repair program is not necessary if the water audit yields an Infrastructure 
Leakage Index (ILI) of 1.2 or less.   

e. Barring the exceptions discussed in c. and d. above, the applicant must 
actively seek out hidden leaks and not merely fix leaks once discovered.  
The applicant must document the following: 

(1) Comprehensive metering is in place.  Note that NCGS § 143-
355.4.(b)(4)] also requires comprehensive metering.   

(a) The applicant must “Meter all water use except for water 
use that is impractical to meter, including, but not limited 
to, use of water for firefighting and to flush waterlines.”  
[NCGS § 143-355.4.(b)(4)] 
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(b) Implementation - The PWS Section will implement this new 
requirement according to our long-standing procedure for 
allocating priority points under O.A S.1)e).ii)(1) “water loss 
reduction program.”  Meet the comprehensive metering 
requirements in the attached Drought Bill Checklist.   

(c) More information and recommendations can be found at 
the following link:  

http://www.ncwater.org/drought/Efficient_Metering.pdf. 

(d) A system that lacks comprehensive metering can add 
comprehensive metering to the scope of the project.  In 
this case, the comprehensive metering component of the 
project must be completed before the PWS Section will 
reimburse any other component of the project.   

(2) A leak detection program is ongoing that meets the other 
requirements in the attached Drought Bill Checklist.  

(3) Additional guidance, in the form of EPA’s Control and Mitigation of 
Drinking Water Losses in Distribution Systems can be found at: 

http://www.ncwater.org/drought/section9/Water_Loss_Control_508_FINALDEc.pdf 

The applicant must document a program that actively seeks out hidden leaks, not merely 
fixes leaks once discovered. 

D. LWSP and WSRP 

1. The applicant must have “an approved water supply plan pursuant to NCGS § 
143-355.”  [NCGS § 143-355.4.(b)(3)] 

2. Implementation   

a. The PWS Section will implement this new requirement according to our 
long-standing procedure for allocating priority points under O.A S.1)f)i) 
“project is compatible with … the local water supply facility plan….”   

b. The applicant must provide a printout of the first page of the approved 
LWSP from the Division of Water Resources website:  The LWSP can be 
found under the following Division of Water Resources website:  
http://www.ncwater.org/Water_Supply_Planning/Local_Water_Supply_Pla
n/    

c. The Water Supply Planning Branch Supervisor (or Plan Review staff) will 
determine if the applicant water system has complied with the 
requirement for an approved and up-to-date Local Water Supply Plan 
(LWSP) and Water Shortage Response Plan (WSRP). 

d. If the plan owner’s name and PWSID# are not identical to the funding 
applicant (e.g., the plan is approved for County District IV, but the county 
itself is applying for funds) the applicant should call the Water Supply 
Planning Branch staff in the Division of Water Resources at 
919-707-9000 to determine if the plan needs to be revised to cover the 
application. 

Multi-district utilities cannot assume all their water districts are covered by one LWSP or WSRP. 
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e. Refer an applicant who is uncertain of the approval status of the Water 
Shortage Response Plan (WSRP) to the Water Supply Planning Branch 
staff in the Division of Water Resources at 919-707-9000.  

E. Reclaimed Water Use 

1. The applicant must have “evaluated the extent to which the future water needs of 
the water system can be met by reclaimed water.”  [NCGS § 143-355.4.(b)(6)] 

2. Implementation - The applicant must perform the evaluation as described in the 
Reclaimed Water Certification, which is part of the Application Appendix for 
DENR Drinking Water Funding Programs and is separately dowloadable from the 
following website:   

http://www.ncwater.org/drought/section9/Section_9b6_Reclaimed_ Water_Analysis.pdf.   

The applicant must submit a completed, signed and dated Reclaimed Water 
Certification, along with a copy of the evaluation report and the attachments that 
item (v) of the Reclaimed Water Certification requires: 

a. an attached timeline implementing the recommendations of the 
comprehensive evaluation, or 

b. an explanation of why reclaimed water is not a practical option, or 

c. an explanation as to why the system has decided against implementing 
the results of the comprehensive evaluation.   

3. The applicant is not required to meet any particular reuse target, but must state 
the target.  That is, “zero percent” can be an acceptable target.   

F. Consumer Education 

1. The applicant must have “implemented a consumer education program that 
emphasizes the importance of water conservation and that includes information 
on measures that residential customers may implement to reduce water 
consumption.”  [NCGS § 143-355.4.(b)(7), as amended by S.L. 2011-374] 

2. Implementation – The applicant must document an action to implement a 
consumer education program that emphasizes water conservation and that 
includes information on measures that residential customers may implement to 
reduce water consumption (such as take shorter showers).  To show the 
existence of a “program,” the documented action must be within one calendar 
year of the application deadline.  Specific examples of documentation include the 
following: 

a. A flyer that was sent along with customer water bills.  The applicant must 
state when to whom the flyer was sent. 

b. A statement that representatives of the applicant handed out conservation 
education materials at a community activity.  The statement must 
describe the activity, state when and where the activity took place, and 
provide a copy of the materials presented showing that they that include 
information on measures that residential customers may implement to 
reduce water consumption.  Typical activities include having a booth at a 
community fair or conducting a school tour.   
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A.   Adequate Rate 
 Form LGC-108C shows revenues exceed (expenditures + principal + interest) when transfers are zeroed 

out. OR 
 Application includes a credible explanation of extenuating circumstances (e.g., drought) that will be resolved 

by the time of construction.   
 

B. Rate Structure 
 The attached water rates do not charge residential customers {or usage below 20,000 gallons/month} using 

a decreasing block rate structure. 
 

C. Leak Detection and Repair Program 
 Attached is the completed Checklist for Water Loss Reduction Program that is part of the appendix to the 

application, and documentation of the required water audits and hidden leak detection.   
 Attached is a Water Audit that includes all the following elements: 

The minimum level of documentation is one water audit (comparison of water sold verses water 
produced) for each billing cycle over the last running year.  Each audit should include the following 
information (all amounts in gallons):   
(a) the amount of water produced and metered,  
(b) the amount of water that is metered and billed to customers, 
(c) the amount of water billed to customers that is based on some other estimate rather than metered 
(this number is likely zero).  Describe how the amount of water is estimated,  
(d) the percent of water produced that is not billed, called “non-revenue water”,  
(e) a graph showing the percent of non-revenue water for each billing cycle, and  
(f) the annual cost of non-revenue water at average per-gallon billing rate. 

Refer questions about water audits to the Water Supply Planning Branch staff in the Division of Water Resources 
at 919-707-9000.  

 
Is zone or master metering in place?   Yes   No 
________   percent of the connections (including municipal/government, contractor tank trucks, and line 

flushing) that are metered. 
 The first component of the proposed project is the installation of comprehensive metering. OR 
 Attached is the following documentation: 

 Documentation describing the meter replacement or addition program including the percent of 
meters replaced and/or added per year, AND.   

 Documentation describing the large meter calibration program.   
 

 Attached is a description of the Hidden Leak Detection and Repair program that includes all the following 
elements: 

(a) Tabulate the man-hours per billing cycle devoted to identifying, locating, and repairing leaks. 
(b) Describe the tools, programs, or activities used to identify and locate leaks.  Document if these are 
written standard operating procedures.   
(c) Include example leak location and repair records along with maps showing where leaks have been 
found, where repairs have been made, and where Capital Improvement Projects have been planned to 
address leakage.   
(d) Describe how decisions are made to replace, repair, or delay action on pipes and appurtenances with 
known leaks.  For delayed action, include a description of how the applicant decides whether or not to 
address the leak in the Capital Improvement Plan. 
(e) Include estimates of water saved for example repairs.   
(f) Include example sections of the Capital Improvement Plan that address known leaks. 
(g) Document automatic excess customer usage highlighting/notification through billing system.  
(recommended only) 
(h) Take advantage of opportunities to examine system components for soundness.  For example, every 
time a valve is exercised, the operator should check for leaks.  Adopt the slogan: "If you touch it, sound 
it!" (meters, hydrants, valves, etc.).   

Repairing discovered leaks does not constitute hidden leak detection.   
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D. LWSP and WSRP 
 Attached is a printout of the first page of the approved Local Water Supply Plan from the Division of Water 

Resources website:  (http://www.ncwater.org/Water_Supply_Planning/Local_Water_Supply_Plan/) showing 
that the “project is compatible with the State Water Supply Plan and the applicable local water supply facility 
plan submitted under G.S. 143 355(1).”  AND 

 The plan owner’s name and PWSID# are identical to the funding applicant.  OR 
 If the plan owner’s name and PWSID# are not identical to the funding applicant (e.g., the plan is 

approved for County District IV, but the county itself is applying for funds) attached is a statement 
from the Water Supply Planning Branch Staff that the plan covers the project.  

 

E. Reclaimed Water Use 
 Attached is a completed, signed and dated Reclaimed Water Certification, along with the attachments that 

item (v) of the Reclaimed Water Certification requires:  
 an attached timeline implementing the recommendations of the comprehensive evaluation, OR 
 an explanation of why reclaimed water is not a practical option, OR 
 an explanation as to why the system has decided against implementing the results of the 

comprehensive evaluation.   
 

F. Consumer Education 
 Attached is documentation of an action implementing a consumer education program that emphasizes water 

conservation and that includes information on measures that residential customers may implement to reduce 
water consumption, and that took place within one calendar year of the application deadline:   

 Attached is a flyer that was sent along with customer water bills.  The flyer was sent on 
______________ to ______________________.  {Describe when and to whom the flyer was sent} 
OR 

 Attached is our statement describing a community activity at which our representative handed out 
water conservation education materials.  The activity took place on ___________________ at 
______________________.   

 Attached is a copy of the water conservation materials presented, showing that they include 
information on measures that residential customers may implement to reduce water 
consumption.   

 The statement describes the nature of the activity. Typical activities include: 
 having a booth at a community fair 
 conducting a school tour 
 other activity (describe) ___________________________.   OR 

 Attached is other documentation. (Describe): 

 
 
 
 
 
 
 
 
 
 

 


