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In the old days...

» \Water systems took advantage of the
federal government’s ambitious

construction grants program of the
1970s

* Everybody loved their “free” money
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 The money never really was “free”—it
came from tax dollars

* Today, there is a different philosophy of
how to pay for water system capital
Improvements
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Total Public Spending Has Grown...

Total federal, state and local government spending on water and wastewater
utilities grew steadily over time

But declined 8% between 2010and 2014 $118
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Graphed by the Environmental Finance Center at the University of North Carolina, Chapel Hill.

Source: Congressional Budget Office supplemental data for the Public Spending on Transportation and Water

Infrastructure, 1956 to 2014 report (March 2015). Displays public spending on supply systems for distributing

potable water as well as wastewater and sewage treatment systems and plants. Real spending is shown after
\.r adjusting nominal spending to their 2014 dollar equivalent using infrastructure-specific price indexes.
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...Mostly from States and Locals

State and local government spending on water and wastewater utilities continued

to grow while federal spending declined since the 1980s
State and local governments spent 24 times as much as the federal government in 2014
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Graphed by the Environmental Finance Center at the University of North Carolina, Chapel Hill.

Source: Congressional Budget Office supplemental data for the Public Spending on Transportation and Water

Infrastructure, 1956 to 2014 report{March 2015). Displays public spending on supply systems for distributing

potable water as well as wastewater and sewage treatment systems and plants. Real spendingis shown after
{r adjusting nominal spending to their 2014 dollar equivalent using infrastructure-specific price indexes.
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...And Mostly for O&M, not Capital

Federal, state and local government spending on water and wastewater utilities,
1956 - 2014

Reported in billions of 2014 dollars
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Graphed by the Environmental Finance Center at the University of North Carolina, Chapel Hill,

Source: Congressional Budget Office supplemental data for the Public Spending on Transportation and Water
Infrastructure, 1956 to 2014 report (March 2015). Displays public spending on supply systems for distributing
potable water as well as wastewater and sewage treatment systems and plants. Real spending is shown after
adjusting nominal spending to their 2014 dollar equivalent using infrastructure-specific price indexes.
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Feds Used to Spend More on Capital

Spending on capital infrastructure for water and wastewater utilities has
increasingly been provided by state and local governments while federal spending

on capital infrastructure declined since the 1980s

Over 90% of capital spending occurs by state and local governments
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Graphed by the Environmental Finance Center at the University of North Carolina, Chapel Hill.

Source: Congressional Budget Office supplemental data for the Public Spending on Transportation and Water

Infrastructure, 1956 to 2014 report (March 2015). Displays public spending on supply systems for distributing

potable water as well as wastewater and sewage treatment systems and plants. Real spendingis shown after
{r adjusting nominal spending to their 2014 dollar equivalent using infrastructure-specific price indexes.
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Capital Finance Today

* In other words, you pay (no sense in
sugar-coating this)

 The reality Is that water and wastewater
Infrastructure Is expensive, regardless of
the size of your system. Smaller or poorer
systems will likely have a hard time paying
for capital improvements
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How to pay for capital projects
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Two things all water systems
should (or even must) do:

Asset Management Planning
&
Capital Improvement Planning

www.efchetwork.org



Pay as you go (current receipts)

Save In advance and pay

Pay later (someone loans you money)
Grants (let someone else pay)
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Total Funding Needed

Determine How Much

Internal Funding T e

Will Be Used Much External

Funding Will Be
Used

Replacement [l Utility Customer
Reserves Expansion Rates/Revenues
Charges or
Similar
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Grants Aren’'t Completely Free Money

e Application for the grant can be expensive — staff time and
money

e Applications can take months to process
« Often lots of strings attached

« Often require a percentage match

» Lots of competition

e Difficult to sustain
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When You Need Cash Now:
The Debt Market

Lenders will look at your creditworthiness,
your abllity to repay the debt, In
determining whether to loan to you and
your interest rate
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The Debt Market

 Two types—Loans and Bonds

— Loans are universally available

— Bonds are typically only available to large
systems with significant revenues and
managerial capacity
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Loans

o Typically from a bank

e Can be from a government-sponsored
program such as the Drinking Water
State Revolving Fund
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Bonds

* A written promise to repay borrowed

money (on a definite schedule and usually

at a fixed rate of interest for the life of the
bond)

 Different types exist:

— General Obligation (GO)
— Revenue
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oan & Grant Programs in MT

Sourced from: http://dnrc.mt.gov/divisions/cardd/wasact
For more information please contact Mark Smith: marks@mt.gov
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About Us Education

CARDD Home
W2ASACT

News & Events
Cveryiew

Frojects

Technical Assistance
Providers

Technical Assistancs
Resources
Publications
Financial dssistance
Application Forms
Uniform Specification
Supplemeant

Rural Developrnent

ﬁ: DMNRC Home

e VBN

il CMNRC CONSERVATION & RESOURCE DEVELOPMENT

Congarvation Digtricks | Rasource Davaloprmant | Parmitting | Loans & Grants | Watar Ralated | W2ASACT

Taxk Sice

Water, Wastewater and Solid
Waste Action Coordinating Team

Montana Infrastructure

Water, Wastewater and Solid Waste Action Coordinating
Team

In 1982, a group of professionals from state, federal, and non=-profit
organizations that finance, regulate, or provide technical assistance for

www.efchetwork.org
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Montana’s Drinking Water State
Revolving Fund

Administered by the DEQ and DNRC

—
\P Montana Department of
C%E moNuNtAL Quavrmy
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DWSRF characteristics

Available to all community water systems and non-profit,
non-community water systems

Direct loan or refinancing

Open application period (but get on Project Priority List
before May)

Up to 20 year loan at 2.5% interest
— Planning costs covered
— No local match required

Disadvantaged communities may get up to 30 year loan
term

DEQ prepares the Environmental Review documents

Small Water Systems

www.efcnetwork.org @_ UNC
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Types of projects funded by DWSRF

s S A : e

 DW projects to achieve SDWA compliance

Source development
Acquisition of land
Treatment

Source water protection
Storage

Distribution
Consolidation

 Priority for protecting public health (documented or
potential health risks), proactive measures to comply
\'f with SDWA, regionalization, affordability concerns

www.efcnetwork.org



)
Applying

1. Complete the DWSRF Project Priority
List Survey (anytime but preferably
before May)

2. Get placed on the list. DEQ makes
determination of allocation of funds in
June.

3. Complete the Uniform Application to
request SRF (and other?) funding

www.efchetwork.org



DWSRF requirements
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Technical, managerial, and financial
resources must be available to maintain
compliance with SDWA

Ability to repay the loan must be shown

Project must be on the Priority List &
Intended Use Plan

Complete the Uniform Application &
supporting documents

www.efchetwork.org
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Financial requirements

Financial capability to properly operate the
system and to repay the loan

Loan secured by a Bond or Note

Different bonding & security options exist
(Revenue, general obligation, SID, RSID,
tax iIncrement)

Revenue Bond requires debt service
reserve and coverage of 110%

Maintain financial records

www.efchetwork.org



How show abillity to repay debt?

« Part of the Uniform Application. See
Instructions and examples on pages 22-
30.

e Show current rates, changes to number
of dwelling units, debt service payment
calculation (including buffer), changes
to expenses, and then dividing the
changes onto customers and

3 determining new rates

www.efchetwork.org
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For more info on DWSRF

http://deq.mt.gov/Water/TFA/srf/dwsrf

Mark Smith
marks@mt.gov
(406) 444-5325

www.efchetwork.org
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Smart Management for Small Water Systems

-

*under a Cooperative Agreement with the US EPA

e The EFCN will provide training and free direct assistance to small public
water systems (<10,000 people) in all fifty states and five territories to
help local water systems achieve and maintain compliance with the Safe
Drinking Water Act.

* Trainings and direct assistance available on:

Asset Management/Capital Planning
Financial Planning and Rate Setting
Water Loss Reduction

Water System Collaboration

Energy Management

Funding Coordination/Availability, and
Managerial and Financial Leadership

Smart Management for
Small Water Systems
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We Can Help

Direct assistance available from Environmental
Finance Centers, free!

http://efcnetwork.org/ (Click on Assistance)

Thank you! Please fill out the evaluation form.
Shadi Eskaf

Eskaf@sog.unc.edu
919-962-2785
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