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About the Environmental Finance Center
Network (EFCN)

The Environmental Finance Center Network (EFCN) is a university-based
organization creating innovative solutions to the difficult how-to-pay issues
of environmental protection and improvement. The EFCN works with the
public and private sectors to promote sustainable environmental solutions
while bolstering efforts to manage costs.

The Smart Management for Small Water
Systems Program

This program is offered free of charge to all who are interested. The
Program Team will conduct activities in every state, territory, and the Navajo
Nation. All small drinking water systems are eligible to receive free training
and technical assistance.

What We Offer

Individualized technical assistance, workshops, small group support,
webinars, eLearning, online tools & resources, blogs
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The Small Systems Program Team

« Environmental Finance Center at The University of North Carolina at Chapel Hill

« Environmental Finance Center at Wichita State University

« EFC West

* New England Environmental Finance Center at the University of Southern Maine
« Southwest Environmental Finance Center at the University of New Mexico

« Syracuse University Environmental Finance Center

« Environmental Finance Center at the University of Maryland

« American Water Works Association (AWWA)
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reas of Expertise

Asset Management

Rate Setting and Fiscal Planning

Leadership Through Decision-
making and Communication

Water Loss Reduction

Energy Management Planning

Accessing Infrastructure
Financing Programs

Workforce Development

Water Conservation Finance
and Management

Collaborating with
Other Water Systems

Resiliency Planning

Managing Drought
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Outline

* The basics of funding capital projects
* Montana’s funding sources
« DWSRF requirements
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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 2010 and 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 spending is shown after
adjusting nominal spending to their 2014 dollar equivalent using infrastructure-specific price indexes.

Source: http://efc.web.unc.edu/2015/09/09/four-trends-government-spending-water/
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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
adjusting nominal spending to their 2014 dollar equivalent using infrastructure-specific price indexes.

Source: http://efc.web.unc.edu/2015/09/09/four-trends-government-spending-water/
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...And Mostly for O&M, not Capital

Federal, state and local government spending on water and wastewater utilities,

1956- 2014
Reportedin 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.

Source: http://efc.web.unc.edu/2015/09/09/four-trends-government-spending-water/
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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
adjusting nominal spending to their 2014 dollar equivalent using infrastructure-specific price indexes.

Source: http://efc.web.unc.edu/2015/09/09/four-trends-government-spending-water/
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Source: ( gressional Budget Office supplemental data for the Public Spending on Tronsportation and Woate

156 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

Four Trends in Government
Spending on Water and
Wastewater Utllltles Since 1956
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According to data collected and published by the Congressional Budget Office
(CBQ), federal, state and local governments in the United States spent more
than $2.2 trillion in the last 59 years on operations, maintenance and capital

infrastructure of water and wastewater utilities. That equates to more than
$4 131 000000 000 in 2014 dollars adinstine for inflation of infrastrictiire-



Capital Finance 40 Years Ago...

Water systems took advantage of the federal
government’'s ambitious construction grants
program of the 1970s.

The grants were covered through federal taxes
and other federal revenue sources.
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Capital Finance Today

Today, mostly finance water systems through
revenues, loans, and bonds.

In other words, you (your customers) pay directly.
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Capital Finance Today

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
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Ways To Pay

* Pay as you go (current receipts)

« Save In advance and pay

* Pay later (someone loans you money)
» Grants (let someone else pay)

Keep in mind that some projects may need more than
one source of funding.
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Some projects can be funded by a
single source but many require more
than one source of funding



Benefits to Multiple Funding

« Can fund a whole project (if one source is not
capable)

« Can potentially involve better funding
conditions (lower overall interest rates or
possibly some grant portion)

» Can allow for a greater range of activities
within the project
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Challenges with Multiple Funding

» Understanding the funding restrictions for each
source

* Determining the deadlines and application
process for each funding source

» Completing and submitting applications
* Navigating the reimbursement process



Total Funding Needed

Determine How Much

Internal Funding
Will Be Used

Replacement
Reserves

Determine How

Much External

Funding Will Be
Used

Utility Customer
Expansion Rates/Revenues

Charges or
Similar




L

Grants Aren’t Completely Free Money

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

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

« Often require a percentage match

* Lots of competition

 Difficult to sustain

21
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The Debt Market

Two types — loans and bonds

» Loans are universally available, typically from
banks, or can be from a government-sponsored
program such as the DWSRF.

* Bonds are typically only available to large systems
with significant revenues and managerial capacity.
Most common are General Obligation and Revenue
Bonds.
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When You Need Cash Now
The Debt Market

Lenders will look at your creditworthiness, your
ability to repay the debt, in determining whether
to loan to you and your interest rate.
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Why Borrow?

« Often only way to quickly get funding needed for
expensive capital projects.

* |f done correctly, could slow down and smooth
out the rate increases needed to pay for capital.

« Water infrastructure has a long useful life. You
may wish to amortize the loan over the life of the

equipment so that the people who benefit from
the system pay for it.

« Some programs have very low interest rates and
additional benefits for some communities.



Loan & Grant Programs in MT

Sourced from: http://dnrc.mt.gov/divisions/cardd/wasact
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The Montana W2ASACT

MONTANA.GOV

OFFICIAL STATE WEBSITE
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& The Montana Department of
Natural Resources
=> & Conservation

Montana Sage Grouse Habitat

Conservation Program

Resource Development Bureau

Conservation Districts Bureau

Financial Bureau

Regional Water Systems

Water, Wastewater and Solid Waste

Action Coordinating Team (W2ASACT)

Legislative Updates

2017 Workshops

2017 W2ASACT Report

Summer Youth Camps

Home Divisions Grants and Loans Licenses and Permits  Public Information

SERVICES

Water, Wastewater and Solid Waste Action Coordinating Team (W2ASACT)

AGENCIES LOGIN SEARCH MONTANA.GOV Q

DNRC Headquarters

1539 Eleventh Ave. Helena, MT 59601
Phone: (406) 444-2074 | Fax: (406) 444-2684
Questions? Email us

For information about W2ASACT and their workshops, contact Alice Stanley of the Montana
Dept. of Natural Resources & Conservation: 406-444-6687, astanley@mt.gov
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Montana’s Drlnklng WaterState
Revolving Fund Loan Program

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

Contact Mark Smith for details: 406-444-5325
marks@mt.gov

Administered by the DEQ and DNRC.
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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)

e Up to 20 year loan at or below market interest rates
(currently 2.5%)

« Planning costs covered
« No local match required

» Disadvantaged communities get extra benefits
 DEQ prepares the Environmental Review documents
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Additional Benefits for
Disadvantaged Communities

o |f water+wastewater bill >2.3% MHI (or water-
only bill >1.4% MHI).

» Up to half of the loan principal forgiveness,
other half at regular interest rate

* Up to a maximum of $500,000 principal
forgiveness

* Could have a loan for up to 30 years instead of
20 years
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Types of Projects Funded by DWSRF

« DW projects to achieve SDWA compliance
« Source development
 Acquisition of land
* Treatment
e Source water protection
« Storage
« Distribution
« Consolidation
« Engineering

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

1. Complete the DWSRF Survey Form (anytime
but preferably before May)

2. Get placed on the DWSRF Project Priority
List. DEQ makes determination of allocation
of funds In June.

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

» 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

* Revenue Bond requires debt service reserve
and coverage of 110%



Financial Requirements

* Financial capabillity 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
Increment)

* Revenue Bond requires debt service reserve
and coverage of 110%

« Maintain financial records
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How Show Ability to Repay Debt?

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

* 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 determining new rates.
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Visit the EFCN Website —
www.efchetwork.org

for more information on upcoming events, funding, and resources.
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Get Free Help Now!

Small water systems can request free technical assistance
from our experts on finance and management challenges.
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Upcoming Events Calendar

Select “Upcoming Events” under the Workshops & Webinars Tab.
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Date/Time Event
03/09/2017
2.00 pr - 300 pm WEBINAR | Preparing Winning Financing Applications For Water Infrastructure Projects
03/22/2017

2.00 pm - 300 pm WEBINAR | Water Audits and Water Loss Control: Entering Your Data inko the Spreadsheet

p3/30/207 Maryland | Rates and Finance Workshop for Small Water Systems
8:00 am - 430 pr Easton Utilities, Easton MO

D4/04/2017 _
1,08 pm - 2:00 prn WEBINAR: Workforce Development: An Overview of Key Components
pSA1/ 2017 Virginia | Rates and Finance Workshop for Small Systerns

9:00 am - 430 pm The Institute for Advanced Learning and Research, Danville Virginia
05/25/2017 Arkansas | Rates and Finance Workshop For Small Water Systems
9:00 am - 430 pm Beaver Water District Lowell AR

091372017 Pennsylvania | Rates and Finance Worlkshop For Small Water Syskems
9:00 am - 430 pm Pennsylvania American Waler Co, New Castle PA
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Funding Tables By State

Select “Funding Sources by State” under the Resources Tab.
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Map of Water and Wastewater Rates Dashboards

Get Free Help Now!

Small water systems can request free technical assistance
from our experts on finance and management challenges.




Funding Sources by State

Note: Some states may have additional resources listed below the map.

Click on an individual
state to view funding
" . table.
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Request Technical Assistance

Select “Request Assistance” under the Assistance Tab off the EFCN
homepage to access and submit the TA request form electronically.
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# > ASSISTANCE > REQUEST ASSISTANCE REQUEST ASSISTANCE

REQUEST ASSISTANCE

Technical Assistance Request Form

The EFCN offers free help on financial and managerial topics to systems serving
10,000 or fewer people. Examples of assistance we can provide include:

Creating an Asset management plan

Near-term financial planning and rate setting

Analyzing your revenues and expenses

Offering ideas on how to effectively budget

Long-term capital planning

Assessing options for lowering energy use and/or water loss
Identifying sources of outside funding

Collaborating with other water systems

Resiliency Planning

If you are interested in requesting assistance from our experts, please fill out the
form below. You will be asked a few questions to help us understand your water

b ned e b nd 2 S it dinrs
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Rates Dashboards

Select “Map of Water and Wastewater Rates Dashboards” under the
Resources Tab, and click on any state in blue to view its dashboard.
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E-Learning Madules

Funding Sources by State

Map Of water and wastewa.te Map of Water and Wastewater Rates Dashboards

This map shows Water and Wastewater Rates Dashboards created by the EFCN:

Click a state in blue to view its dashboard
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E-Learning Modules

Select “E-Learning Modules” under the Resources Tab
off the EFCN homepage.

(J
-}r
E F"@_N Innovative Finance Solutions for Environmental Services

HOME ABOUT = WORKSHOPS & WEBINARS = ASSISTANCE ¥ RESOURCES ¥ BLOG ¥ ARCHIVES ¥ Q
# > TRAININGS » E-LEARNING MODULES Resource Library
E-Learning Modules

Funding Sourees by State

- Map of ‘Water and ‘Wastewater Rates Dashboards
E-Learning Mo

As part of its continued effort to provide resources and training to small water systems, the Environmental Finance Network is creating E-Learning

modules on finance and management topics for system managers.

E-Learning modules provide training through pre-recerded content. You will be able to access the content, watch presentations, complete quizzes

and exercises, and access tools and resources at your own pace.

Financial Sustainability for Small Systems
Click Here to Access the Course on AWWA's website

This eLearning course is made possible through a USEPA grant for small systems training in conjunction with the EFCN's training partner, AwWA.
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Resource Library

Select “Resource Library” under the Resources Tab off the
EFCN homepage.
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# » RESOURCE LIBRARY Resouree Library

E-Learming Modubes

Funding Sources by State

- Map of Water and Wastewater Rates Dashboards
Resource Lib1

View All Tools | View All Publications | View All Posts

For an overview of some of the tools and resources available in our Resource Library, please view our Tools and Resources flyer.

What does your system need help with?

We treat more water than we sell.



Resource Library Continued...

Click on a what your system needs help with to reveal tools and
publications related to that topic.

We have insufficient revenue to cover our costs.

Tools

DOnline Water Rate Checkup Tool

‘Water Utility Custorner Assistance Program Cost Estimation Tool

a4

‘Water & Wastewater Residential Rates Affordability Assessment Tool

ecember 18, 2012

Plan to Pay: Scenarios to Fund your CIP.

Novernber 15. 2012

Dashboard for Using Capital Reserve Fund to Avoid Rate Shock

Publications

4, 2004

Rural and Small Systems Guidebook to Sustainable Utility Management

b et 20 207

Asset Management: A Handbook for Small Water Systems

Modelo de Analisis para las Tarifas de Agua y Aguas Residuale

January 28, 2016

Financial Health Checkup for Water Utilities

]

Rates and Finandial Benchmarking Dashboards
Newemnber 20, 2012

\Water & Wastewakter Rates Analysis Model

Movernber & 2012
Novernber 4, 2012

Loan Analysis Tool

Setting Small Drinking Water System Rates for a Sustainable Future

o 27 R

Designing Rate Structures that Support Your Objectives



Plan to Pay: Scenarios to Fund your C.I.P.

http://efc.sog.unc.edu or http://efcnetwork.org
Find the most up-to-date version in Resources / Tools

Free, simplified Excel tool allowing you to list your capital projects and
plans for funding them, and automatically estimates rate increases
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4) In "20-Year Projections”, view your fund balance
projections for 20 years and observe the estimated rate

increases needed each year to pay for your Capital
Improvement. No data entry required on this page.

5) After all your utility information and
capital improvement project details are
entered, go to the "Dashboard” to
view long term trends in your financial
reserves, rate increases and average
bills, and capital investments.



http://efc.sog.unc.edu/
http://efcnetwork.org/
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Small Systems Blog

Learn more about water finance and management through our Small Systems
Blog! Blog posts feature lessons learned from our training and technical
assistance, descriptions of available tools, and small systems “success stories.”

efcnetwork.org/small_systems_blog/
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Blog

aem  Magdalena, New Mexico: A Success Story from the Smart Management for Small Wakter Systems Project

Written by: Allison Perch Allison Perchiis a Program Coordinator with the Environmental Finance Center at the University of Nerth Carolina. What can a small town do when the
financial health of its water system s at risk? This is the question that Stephanie Finch, the town clerk and treasurer for the _.

The Virtuous Cycle: Internal Energy Revolving Funds for Small Water Systems
Written by: David Tucker David Tucker is a Project Director with the Environenental Finance Center at the University of Nerth Carolina. How can small [and large] water systems
pay for energy efficiency and renewable energy, helping eut ulility cosks? As energy is often the largest variable expense in a water systern’s operating

H Smart Management for Small Water Systems Program Newsletter | Fall 2015
S | View Full lssue The Environmental Finance Center Nebwerk has published the third issue in a series of quarterly newsletters. The Fall 2015 Program Newsletter announces



Smart Management for
Small Water Systems

Thank you.

Shadi Eskaf
Environmental Finance Center at the University of North Carolina at Chapel Hill
919-962-2785 Eskaf@sog.unc.edu
efc.sog.unc.edu and efcnetwork org
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