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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 



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)



Areas 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



Outline

• The basics of funding capital projects

• Montana’s funding sources

• DWSRF requirements



Total Public Spending Has Grown...

Source: http://efc.web.unc.edu/2015/09/09/four-trends-government-spending-water/

http://efc.web.unc.edu/2015/09/09/four-trends-government-spending-water/


...Mostly from States and Locals

Source: http://efc.web.unc.edu/2015/09/09/four-trends-government-spending-water/

http://efc.web.unc.edu/2015/09/09/four-trends-government-spending-water/


...And Mostly for O&M, not Capital

Source: http://efc.web.unc.edu/2015/09/09/four-trends-government-spending-water/

http://efc.web.unc.edu/2015/09/09/four-trends-government-spending-water/


Feds Used to Spend More on Capital

Source: http://efc.web.unc.edu/2015/09/09/four-trends-government-spending-water/

http://efc.web.unc.edu/2015/09/09/four-trends-government-spending-water/


http://efc.web.unc.edu/2015/09/09/four-trends-government-spending-
water/



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.



Capital Finance Today

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

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



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.



How to Pay for Capital Projects



Two Things All Water Systems 
Should (or Even Must) Do:

Asset Management Planning

& 

Capital Improvement Planning



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.



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  



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





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



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.



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.



Why Borrow?

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

• If 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

• USDA

• DNRC

• DEQ 
(SRFs)

• DOC

• US EDA

• USACE

• US IHS

• US EPA

Source: W2ASACT



The Montana W2ASACT

For information about W2ASACT and their workshops, contact Alice Stanley of the Montana 
Dept. of Natural Resources & Conservation: 406‐444‐6687, astanley@mt.gov

mailto:astanley@mt.gov


Montana’s Drinking Water State 
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.

http://deq.mt.gov/Water/TFA/srf/dwsrf
mailto:marks@mt.gov


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 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



Additional Benefits for 
Disadvantaged Communities

• If 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



Types of Projects Funded by DWSRF

• DW projects to achieve SDWA compliance
• Source development

• Acquisition of land

• Treatment

• 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



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



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 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 
increment)

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

• Maintain financial records



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.



Visit the EFCN Website –
www.efcnetwork.org

for more information on upcoming events, funding, and resources. 



Upcoming Events Calendar
Select “Upcoming Events” under the Workshops & Webinars Tab. 





Funding Tables By State
Select “Funding Sources by State” under the Resources Tab.



Click on an individual 

state to view funding 

table.



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



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.



E-Learning Modules
Select “E-Learning Modules” under the Resources Tab 

off the EFCN homepage.



Resource Library
Select “Resource Library” under the Resources Tab off the 
EFCN homepage.



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



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

Free, simplified Excel tool allowing you to list your capital projects and 

plans for funding them, and automatically estimates rate increases

http://efc.sog.unc.edu or     http://efcnetwork.org

Find the most up-to-date version in Resources / Tools

http://efc.sog.unc.edu/
http://efcnetwork.org/


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/



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

mailto:Eskaf@sog.unc.edu

