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A Message from the Office Director

| am pleased to present the Drinking Water State Revolving Fund
2017 Annual Report. This repofs
anniversary, highlighting program accomplishments for 2017, in th

context of the outstanding public health protection achieved throug
the DWSRF program over the past two decades.

The DWSRF program, authorized by Congress in the 1996
Amendments to the Safe Drinking Water Act, has become one of th
nationds most i mportant inves
twenty years, states have signed more than $35 billion worth of lo
and other funding agreements with communities for drinking wate
infrastructure. This la@st financing saves countless dollars for
communities while expanding access to safe drinking water in homes,
schools and businesses.

pu

The DWSRF sasides have also played a critical role in public health protection by facilitating

the invest ment of over $3 billion over th

water system capacity development and source water protection, as well as other activities tt
support safe drinking water.

As we move into the programds third decad
the number of community water systems in compliance withdasalthSafe Drinking Water

Act standards. The EPA will also join with states to leverage additional infrastructure funding
through the Water Infrastructure Finance and Innovation Act (WIFIA) program, U.S. Departm
of Agriculture (USDA) funds and other state and private sources of infrastructure funding, to
meet the nationds growing water infrastru

We thank you for your support and dedication to public health over the past twenty years and
for your commitment to the work ahead.

Sincerely,

Peter C. Grevatt, Ph.D., Director

Office of Ground Water and Drinking Water
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1 EPA conducts thesl 1 Congress passes Safe Nat i otDWSRF 1

DWS R F Drinking Water Drinking Water Act capitalization grant

Infrastructure Needs amendments, creating the awarded to Georgia
Survey Drinking Water State Nat i o!BVESRE Iban

TI mel Ine Revolving Fund made to Williamsburg, PA

for $4.2 million

|. Protecting Public Health for 20 Years

A. Safe Drinking Water: The Foundation of Public The Drinking Water State Revolving Fund (DWSRF)
Health was a major element of the 1996 amendments. The

The health, webeing and economic vitality of our DWSRF was conceived to provide water systems with

A ,
cities, towns and rural areas depends upon safiP@ns® at Dbelowmarket interest rates for

drinking water. Millions of Americans receive _highlnfrastruczure investments needed to achieve the
quality water every day from their public water SDWAGs public health prot

systems. Nonetheless, the infrastructure and expert Y del ed the DWSRFOs | nf

: o . méchanisms on the successful Clean Water State
necessary .for ensuring safe drinking water requ'rgevolving Fund (CWSRF) program. authorized by
daily attention and cannot be taken for granted. amendments to the Clean Water Ac’t in 1987 In a

Congress passed the Safe Drinking Water Acsignificant structural modification to the CWSRF
(SDWA) in 1974 to pr ot enodel, Bongdss enabled thep DWIRF ¢o phodde |
by ensuring the safety farfdingtintiee fomaof dptonabsasidek thatsthtésn g
supply. The new law charged the U.S. Environmentguld use to assist water systems with developing the
Protection Agency (EPA) with developing healthechnical, managerial and financial (TMF) capacity to
based standards for drinking water contaminantscomply with the SDWA, as well as to carry out other
States, through their public health and environmentattivities to protect drinking water. Congress also
agencies, largely assumed primary enforcemenhade TMF capacity preequisite for water systems
authority (known as primacy) for these nationageeking to receive infrastructure assistance through
standards. Water systems undertook deylay the DWSRF.

responsibility for compliance. First Decade Summary

By the early 1980s, EPA regulations under SDW,%Lhe DWSRF began operation in 1997 and has

addressed total coliform, turbidity, Six synthetic ntinued to receive annual capitalization grant funds
organic chemicals, ten inorganic chemicals, thr&@ : P 9
jpproprlated by Congress and awarded to states by

classes of radionuclides and total trihalomethane X
The discovery of additional contaminants in drinkin e EPA. Through state fiscal year 2007, the EPA

water led Congress to substantially amend th warded the 51 state DWSRF programs (the 50

SDWA in 1986, again with an emphasis on thetates and Puerto Rico) over $8.2 billion in federal

development of standards, including requirements fé2Pitalization grants. States used these furds
filtration and disinfection of surface water. combined with state matching funds, loan repayments

and interest earnings, and optional leveraging by
B. The DWSRFOs Establ i s lsome states dorawardran anaual average ©fi$e.2

The original 1974 SDWA and its 1986 amendmentdillion in infrastructure assistance to water systems
focused primarily on treatment as the means of UT i ng the programbés fir

providing safe drinking water at the tap. In 1996, DWSRF programs took the $8.2 billion federal

Congress passed additional amendments that greatl vestment and.Ieveraged it i.nto $12.6 hillion in
inking water infrastructure investments between

enhanced the law by establishing a comprehensi
dsource to tapé approad®’7andf0d. 1996 amendments
recognized water system capacity developmentDur i ng t he DWSRFos first
operator training, funding for water system water programs used the DWSRFasitles to
infrastructure improvements, source water protection

and the availability of information to the public as

important components of ensuring safe drinkinffhe terms loans and assistance agreements are
water. interchangeahle
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9 Funds available for |1 EPA conducts@ DW ¢ 11,0000 loan ¢ Funds available for

infrastructure projects Infrastructure Needs signed projects exceed $5
exceed $1 billion Survey billion
1 100hinfrastructure projedt
completed

develop or strengthen their capacity developmen®2 billion in supplemental DWSRF funds as part of
strategies and programs, focusing on operatothe ARRA.
certification, technical assistance, and wellhead arg

. - State
source water protection. States set asid

app_rox_lmqtely $1.3 bilion of the fedgr_a_l projects and shepherding them expeditiously to
capitalization grants for these types of activities ) - Diction. With  ARRA supplemental and base
during the programés fi r|orﬁg am?flfhdlng ¥dmBined, ‘state programs signed
C. The DWSRFO&s Second Dmeardyd,800 funding agreements worth $3.9 billion
for drinking water projects. For many states, this was
twice the funding they typically lent in a year,
Responding to the Great Recession beginning in thecomplished in half the time of a typical funding
late 2000s, Congress passed the American Recove¢y0|e_

and Reinvestment Act (ARRA or Recovery Act) n :
. ates provided 71 percent of the ARRA DWSRF
February 2009. Congress designed the ARRA tunds as additional subsidization (grants, principal

preserve and create jobs, promote economic growt orgiveness, or negative interest rate loans), far
and invest in environmental protection an 9 o 9 2 !
exceeding Congressaos 5

infrastructure for lonterm economic productivity.

DWSRF managers responded by funding high
riority, readyto-proceed water infrastructure

The Recovery Act

Recognizing the nation Gr%quirebn’ﬁe% nMpsrt io(g: tg'g‘n ?dditianPIiSHbl?iqi.Zﬁti n
infrastructure needs and the known efficacy of th v
DWSRF program, Congress appropriated a reeord

avent to ec omically disadvantaged communities.
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T Annual fund 1 EPA conducts'8DW f Principal repayments |1 Funds available for
disbursements exceed Infrastructure Needs and interest earnings infrastructure projects
$1 billion Survey orevol vi ngo¢| bexaed $10dillion

state DWSRFs reach $1

T 11,0000 project .
o]]l[e]g!

completed

Congress included new provisions in the ARRA, sastades to use at least 20 percent of ARRA
of which later became permanent in the basecapitalization funds to fund water efficiency
program: improvements, energy efficiency improvements, green
A Additional subsidization 8 As mentioned above, infrastructure and environmentally innovative
Congress directed states to provide a certainactivities. This provision later became optional for
percentage of the ARRA appropriation as grant orstate DWSRF programs.

grantlike funds. This provision has continued i
subsequent annual program appropriations, wit
some variation in the percentage. Superstorm Sandy hit the east coast in October 2012
ABuy Americand Congress introduced a domesticand severely damaged many drinking water systems,
procurement preference under the ARRA. In 201articularly in New Jersey and New York. Congress
Congress reintroduced this concept into the DWSR&ssed the Disaster Relief Appropriations Act (DRAA)
base program in the form of the American Iron andn January 2013, resulting in provision to New Jersey
Steel (AIS) requirement. Congress has maintained ted New York of $38 million and $57 million in
AIS requirement ever since. supplemental DWSRF funds, respectively. Congress
A Davis-Bacon wage ratesd All laborers and directed these funds for DWSRF projects that reduce
mechanics working on projects funded in whole or wiater system flood damage risk and increase
part by ARRA funds were required to be paidsyst emsd resiliency to wi
prevailing wages as determined by the U.S.severe storms. Communities have used the funding to
Department of Labor. Congress made this anstall emergency standby diesel generators,
permanent base program requirement in 2012. demolish and replace damaged equipment, elevate

1 Green Project Resen@&Congress required wellheads, and construct additional storage.

uperstorm Sandy Response




1 Cumulative loans EPA conducts4DW 1 States pilot the Projects| 1 American Recovery
signed exceed $10 Infrastructure Needs and Benefits Reporting and Reinvestment Act
billion Survey (PBR) system (ARRA) provides $2

billion in supplemental

EPA releases DWSRF 1 3,500" project :
DWSRF funding

Program Operations completed

Manual 5,000 loan signed

The WIIN Act

In December 2016, Congress passed the Water
Infrastructure Improvements for the Nation (WIIN) Act
of 2016. The WIIN Act contained the first significant
DWSREF revisions to the underlying SDWA text in the
program's twentyear history. The WIIN Act gave

state DWSRF managers new options to calculate
maximum amount that may be taken for t
administration and technical assistanceasiee and
eliminated the additional 1:1 match for the sta
program management saside for capitalization
grants awarded after the Act's passage. These chang
provide state managers with additional flexibility t
craft their programs to meet the drinking water neeg
of the communities within their respective states.

Flint, Michigan

Following the public health crisis in the City of F
Michigan, Congress appropriated $100 million
supplemental DWSRF funding in December 2016
the State of Michigan to fund projects and activities
reduce levels of lead in drinking water in Flint. In 20
Michigan and the City allotted these funds for led
service line replacements, a corrosion control stud
asset management plan and other activities to addr
the public health emergency.

DWSRF Second Decade Summary

Annual capitalization of the DWSRF continued thro
t he progr amods second d
program funds appropriated by Congress alongsi
the supplemental ARRA funds in 2009. The
awarded the 51 state programs over $11 billion i
federal capitalization grants from the beginning of SE
2008 through SFY 2017. Reflecting the grow
revolving nature of the program, states awarded
annual average of $2.3 billion in infrastruct
assistance to water systems, yielding a total inves
of $22.7 billion duri ngj
States allotted approximately $1.7 billion of the
federal capitalization grants for setside activities
during this period.

ba:
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1 ARRA spurs recorthigh | 1 EPA conductsBDW Congress makes Dawis | 1 Disaster Relief
annual loan signings: Infrastructure Needs Bacon wage provision Appropriations Act
1,800 loans worth $3.9 Survey permanent for DWSRF provides funding to NJ

billion projects and NY for Superstorm
Cumulative loans Sandy

signed hits $20 billion T 10,000" loan signed

Il. Recent Highlights

A. America Receives its Return on Investment 10,000 people or fewer accounted for 71 percent of

Through June 30, 2017, state DWSRFs signd€ loans signed by state programs in 2017.
approximately $35.4 billion into nearly 13,800 loans Exhibit 1 shows the significant reach of the DWSRF
to water systems to fund community wateprogram across the country. As reported, state
infrastructure needs. States set aside $3.0 billion iIDBWSRFs signed loans to communities within counties
federal funds for their drinking water programs and shaded in purple since 2010 (the year that states

noninfrastructure support to communities during thigegan providing projeetevel data to the EPA).

period. The American taxpayer receives a significant return

Just last yeard in state fiscal year 20170 the  on investment with federal capitalization grants to the
DWSREF loan program touched the lives of nearly 7®WSRF. For each $1 drawn from the U.S. Treasury,

million Americans, while still providing significartt m ®y infragtrdcture assistance has been disbursed
support to smaller communities; water systems serviaccommunities through the DWSRF.

Exhibit 1: Map of Counties with DWSRF Projects Reported Since March 2010

Counties with A D23 s st v i i

of Addiional projects nat in

corporated.
Reported DWSRF I i
. - Norih_America_Equidstant Conic
Proje‘:ts Map produced on 3918,

EPA OW - DGWDAW - DWPD.
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1 Congress initiates EPA conducts®6DW T  WIIN Act adds seaside |1 Program hits lowest
American Iron & Steel Infrastructure Needs flexibilities and provides federal ULO in history:
provision for DWSRF Survey additional funding to $397 million

projects Cumulative loans signed| 7Nt M Nearly 10,000 projects

Prlnglpal repaymgnts hits $30 billion completed
and interest earnings

reach $10 billion

This return on investment will continue to increaseraduction of federal unliquidated obligations (ULOSs)
states make more loans, which are later paid backo accelerate infrastructure investment. EPA provided
into the fund with interest. The return also increases gigecific drawdown targets for federal funds and best
states leverage additional funds through the bondractices to stimulate the flow of funds to high
market and other sources of funding. priority public health needs.

Exhibit 2 shows the relationship between federalo complement the ULO action plan, the EPA
capitalization grants and loan signings by statedeveloped an eligibility handbook to provide a ene

programs. Cumulatively through 2017, states took thetopshop for states to make eligibility determinations

o - and to take full advantage of the flexibilities inherent
$19 billion in federal funds and, combining thos;en the DWSRF program,

funds with other sources of fund as noted below
signed over $35 billion in loans. The state DWSRF managers embraced the
B. ULO Action Plan Stimulates Infrastructure ®PPOMuUnity to further strengthen the DWSRF
Investment program through |mp_Iementat|on of the action plan.
A number of states incorporated cash flow models
The EPA and state DWSRF managers share thad enhanced outreach to borrowers as key parts of
important fiduciary responsibility of overseeingtheir programs. As a result, the DWSRF assistance
efficient use of federal funds. In 2014, the EPA angrovided (execution of loans agreements) and
states implemented an action plan focused ogisbursements (reimbursements to communities for

Exhibit 2: Cumulative DWSRF Federal Capitalization and Loans Signed
$40 P20 iplliorl0Ndots Ag2ey A Y
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2017 Annual Report |9



Since 2010, the DWSRF signed loans to

approximately 5,250 distinct public water systems

incurred costs) significantly increased in 2016 and at egory i n six of the pr
2017 (see Exhibits 3 and 4). Disbursements inclu@®15 Drinking Water Infrastructure Needs Survey
federal dollars, state match, principal repaymentsand Assessment (DWINSA) found that transmission
interest earnings and funds from leveraging. and distribution represen
infragtructure peed oyer the n nty year
I n fewer than three e t jic& FB F’%E‘H%EVV.?%J r
ULOs decreased nearly 50 percent, from $2.3 b%lliong\glsiRF program haé (?'?m‘%?”a‘?d that it'is-we
in October 2013 to $1.2 billion in October 2016, SUited to assist communities with this need.
Since then, the program has continued to drive dowks the DWSRF program enters its third decade, there
federal ULOs. In August 2017, the DWSRF hit thare tremendous opportunities across the nation for
lowest ULO in program history at about $400 milliordrinking water infrastructure investment and renewal.
-- less than onb al f of an avEmagEPAYsar2d0sl5 DWI NSA i d
Congressional appropriation, and approximately 2%drinking water infrastructure investments needed
of the total funding appropriated by Congress overthrough 2034, including hundreds of thousands of
the history of the program. Delivering on themiles of pipes and thousands of treatment plants,

progr amods promi se, s t a sta@age panke gnd atimes key asseatst The assessmierd,
implement best practices to maintain low ULOs inttonducted by the EPA in partnership with states and
the future. water systems, shows that improvements are primarily

C. DWSRF Meets Evolving Infrastructure Needs ~ "eeded in:

buring the programos IERGHIORAWSEIEENEIAL OIS o -
infrastructure loan funds went to treatment projecﬁhgreatmem $83 biII?ong {0 construct %)F() F;nd or
than to transmission and distribution projects. In rec " : uct, exp

years, communities have increasingly looked to HE abilitate infrastructure to reduce the presence of
DWSREF for funding to rehabilitate and replace theifgontaminants . -
distribution systems. As a result of this shift, and AStorage $47.6 billion to construct, rehabilitate or
many of these underground assets reach or surpa vgr ;’ggt%;it%ragﬁiéﬁsﬁévggﬁ truct or rehabilitate
their intended lifespans, transmission and distributi u ' stru

projects have been the most popular projecfn ake structures, wells and spring collectors

Exhibit 3: Assistance Provided (Loans Signed) Exhibit 4: Disbursements to Communities

$3.0 / $3.0
$2.5 $2.5 /

$2.0 $2.0
(7] L%)]
= c
415 L2415
@ &
$1.0 $1.0
$0.5 $0.5
$0.0 $0.0
2013 2014 2015 2016 2017 2013 2014 2015 2016 2017
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DWSRF Project Highlight: Williamsburg, PA

The water utility in the Borough of WilliamsburgAfter undertaking a comprehensive evaluation of its
Pennsylvania has served its residents and parts dfinking water system, the Borough applied to
neighboring Woodbury and Catherine Townships foPENNVEST for DWSRF infrastructure financing. The
more than a century. For most of that time, water waBorough received a $4.2 million DWSRF loan in May
supplied by two reservoirs located on Tussey997 A the first DWSRF loan in the nation. The
Mountain. In the late 1960s, two ground water wellgproject included the installation of a booster pumping
were constructed to supplement the reservoirs. In th@tion, a 210,006gallon water storage tank, eight
1980s, the reservoirs were abandoned due tomiles of water mains and the replacement of every
Giardia contamination and the poor condition of thewater meter in the system. The project was completed
transmission lines. Even after the abandonment of timee the spring of 1998. The community recently
reservoirs, many of the existing mains werdinished repayment of their DWSRF loan.

undersized and in poor condition, resulting in

pressure, flow and leak problems in some areas.
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A. The DWSRF: A SDWA Compliance Tool B. Using Data to Inform and Enhance Outreach

The DWSRF has been instrumental in helping tBéate DWSRF managers can make strategic use of
nationds community w a t availables gatat te ntarget towtreactn aamndn buddi n
compliance with heaflttased standards under the relationships with potential borrowers, the design and
Safe Drinking Water Act. DWSRIhded investments construction community, and other partners. Building
in drinking water infrastructure and capacityt hese r el ationships is vi
development and partnership formation assistancgrotecting public health.

through state setsides have been critical to ensure_USing past loan and disbursement data, many state

that water systems  can achieve and mamta"rlnanagers have successfully built financial modeling
compliance. tools to predict the r1evc
State DWSRF managers, partnering with their statever time. These cash flow analysis tools help state
Public Water System Supervision programmanager s effectively man:
coll eagues, utilize t hdrinking wategimfrasin@tare furdind sousealsatds; n a
flexibility to tailor assistance through the loan and seplan the number and size of assistance agreements
-aside portions of the fund to address a broad array based on the amount of money that is likely to be
of local needs. States are also able to use thevailable to lend for drinking water infrastructure
DWSRF to assist water systems in establishinglocabnst ructi on. St ate DWSRF
and regional partnerships to support enhanced d e ma n d ¢ thairi pdograme till soon have
financial, structural, operational or otheraccess to improvements that the EPA is making to the
improvements and efficiencies in the reliable deliverinterconnections between several drinking water
of safe drinking water to their customers. Waterrelated data systems:

system partnerships may be supported through the

setasides, the infrastructure fund or both.
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A the DWSRF Nati onal llenefraged milrdughothe DW&SRFa i eimpertant to

System (DWNIMS), meeting the national need to repair and modernize
- aging _and_optdate Waribrﬁrsrctr.her r
f\PBRt) r;ned DWSRF Project an dtwo@neaj%repgtgw%)% av§|g e oF éta es?] tg incrge s% t

the funds they have available to lend through the
A the Saf e Drinking WBWSRF. The firt mvoles bellimgasem@ Yonds.e m
(SDWIS). Thi s has been practiced

Together, these systems will provide data to assi istory, and 22 states currently utilize t_his_ approach.

states and the EPA in efficiently assessing SD e segond, and more recent opportunity involves the
compliance and public health protections achieveff PA0S Wat er I nfrastructur
through infrastructure funding provided to(WIFIA) program. Through WIFIA, states can borrow
communities by the DWSRF program. Access Tney to help finance additional projects.

accurate, dynamic drinking water system data wilA number of state DWSRFs have also jointly financed
further assist state DWSRF programs in conductiirgfrastructure projects with the WIFIA program. This
effective outreach to community water systems tapproach allows states to expand their reach on both
ensure that demand for funding aligns with the needéie demand and supply sides of their programs and
for drinking water infrastructure investment. The nedeepen customer and partner relationships.
database interconnections will also reduce reportingxploration of DWSRF and WIFIA joint ventures may
burden on state DWSRF program managers andlso lead to opportunities and innovations in

staff. engaging noffederal funding sources from the public
C. Leverading Noederal Funds and private spheres to help amplify and accelerate
' ging t he nati onods Il nvest ment

Increasing the amount of nederal dollars jnfrastructure.
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V. Infrastructure Fund Activity

In state fiscal year (SFY) 2017, the DWSREXxhibit 5: Assistance by Project Type (Millions of Dollars)
provided $2.7 billion in assistance and entered
into 825 loans. Most of the funding went to
transmission/distribution and treatment projects
(Exhibit 5). Communities with populations of
10,000 or fewer accounted for 29 percent of
all assistance provided. Since 1997, the DWSR
has provided over $35 billion in assistance, an
71 percent of the agreements and 35 percen
of this assistance has been directed t
communities with populations of 10,000 o
fewer.

In SFY 2017, the DWSRF maintained a strong
focus on communities serving 10,000 or fewer
people. In terms of dollars, 29 percent of the

SFY 2017 funds administered were provided to SEY 1997-2017 " Source
these smaller systems. States used principal
forgiveness as a key tool; 70 percent of

systems serving populations of 500 or less
received principal forgiveness, with 43 percent
of those systems receiving full principal
forgiveness. As the charts show, the percenta
of SFY 2017 funds directed to small systems
somewhat less than it is for the cumulative dat
while the number of loans is similar (Exhibit 6).

SFY 2017

= Treatment

B Transmission and Distribution

Storage

e m Other

Exhibit 6: Assistance by Community Size
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| 98 |
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DWSRF Project Highlight: Pawtucket, Rl

The City of Pawtucket, Rhode Island, used thextensive and included a new statetheart
DWSREF to significantly rehabilitate their aging watersurface water treatment plant and over 200 miles of
system serving about 100,000 people. With acleaning and cement lining the aging cast and ductile
surface water treatment plant built in 1938 and iron distribution network. The City worked with the
about 200 miles of severely deteriorated distributionRhode Island Department of Health to secure over
mains, Pawtucket was illustrative of the challeng&¥0 million in DWSRF funding, the largest loan in
facing many water systems. After years of increasing t at e history. Pawt ucke:
evidence of problems, a 1987 sanitary surveytreatment plant went online in 2007.
highlighted the severe water system deficiencies | i - : .
the City. In 1992, Pawtucket had a violation of the' N€ City's drinking water is now of much improved
Total Coliform Rule (TCR), leading to-ménth boil quality. Several microbreweries have located in
water order. Pawtucket decided to address thesd. @ Wt ucket, ~and the water
serious and longtanding issues, recognizing ho
essential a safe and reliable water supply is to a
city's prospects for economic growth.

weignificantly decreased due to reduced friction loss
from the smoother interior walls of the water mains
after rehabilitation. The investment will help the City
to provide safe drinking water to residents for
Pawtucket's water system rehabilitation wagyenerations to come.
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V. SetAsides Activity

States may reserve a portion of their annualactivities, to carry out wellhead protection, or to
capitalization grants to fund namfrastructure assist PWSSs with their capacity development.
activities supporting safe drinking water. -8gitles :

expand thepienpac? of the DWSgRF by helping toB' SetAside Resources
ensure that systems have the necessary techniéiites use a range of tools and resources through the
managerial and financial capacity to get the setasides to complement and support infrastructure
intended public health protection from their drinkingprojects and build capacity at water systems. The
water infrastructure investments. Each of the folrPA is committed to continuing to work with the states
DWSRF sedside categories has its own connection t&o identify innovative approaches that maximize the
public health. Upon receiving capitalization grantseffectiveness of investments to protect the health of
states may reserve funds under each of the fouthe American people.

categories, at their discretion, up to the maximurgy,mples of seiside uses are found in tiginking
allpwable limit. BE|OW is an overview of the-set Water State Revolving Fund Eligibility Handilowie
asides, as well as saside resources. 2017) and theAnalysis of the Use of Drinking Water
A. Overview of DWSRF Sdisides State Revolving Fund-8stdes: Building the Capacity
. . . . f Drinking Water Systen{®ctober 2017). Set
Admln_lstratlve and Technical Assistance (approx. mﬁsides help ensure that systems have the necessary
SetAside) technical, managerial and financial capacity to
States may set aside the greatest amount of thachieve public health protection, which in turn allow
following options: 4 percent of the capitalizationmore water systems to successfully apply for and
grant, $400,000, or 0.2 percent of the revolving receive DWSRF loans for infrastructure projects.
loan fund. This seside is used to administer state
DWSRF programs and to provide technical assistange'
to systems of any size. For example, states may ude 2017, states took more of the state program
these funds to hire staff or to assist systems withanagement (10 percent) smdide and local
project plans or loan applications. assistance (15 percent) sside than they have

: . . historically (Exhibit 7). This indicates a greater
Small Systems Technical Assistance (Aidgt reliance on the DWSRF to fund these activities.

States may reserve up to 2 percent of their annuaﬁxhibit 8 shows how states used eachaside
cap_ltallzat|on grant to fund programs that_ provide count in 2017 and cumulatively over the past
assistance to drinking water systems serving 10,0(3?)C

people or fewer. Small systems often face greate
challenges than larger systems, and they frequent
have difficulty obtaining funding. This-aside helps
them to build their capacity and align their planning
with their needs.

State Program Management (10%ASé&te)

This seaside may be used to fund Public Water
System Supervision (PWSS) activities overseeing
drinking water programs in individual states. ...
Funding from this saside can be used for capacity &
development, operator certification, source wate
protection programs and other activities.

Local Assistance and Other State Programs (15%
Aside)

States can use up to 15 percent of thei
capitalization grants (but no more than 10 percen
for any single activity) to provide loans for the
purchase of land to support source water protectio
to implement voluntary water quality protection

Recent Usage

wenty years.
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9%
T.0%
B TA4%
7%
5.9%
6%
5.0%
5%
4% 3.4%
3.1%
3%
2% 15% 1B%
- l l
0%
Admin & Technical small Systems State Program Local Assistance
Assistance Technical Assistance Management

W 5FY 1997-2017 W5FY 2017

Local Assistance  Loans for SWP Land Acquisition 0.00 8.89
Loans for Incentiv@ased SWP Measure 0.00 7.75
SWP Area Delineation/ Assessment  2.77 121.59
Wellhead Protection 19.84 295.18
Technical or Financial Assistance 45.01 408.33
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DWSRF Project Highlight: Santa Fe, NM

Santa Fe experienced a severe drought in the 19908roject water rights gives Santa Fe the flexibility to
and experienced aquifer depletion for several years.mix and add this water with its existing sources. The
At the time, Santa Fe had three water souficetsvo  BDD has received numerous awards since 2011,
well systems and one surface water source, the Santecluding 2011 LEED Certification and the 2017 New
Fe Reservoirs, which are solely dependent oMexico Water and Wastewater Association
watershed snow mdit but the community required Pr esi dent 6 s Award for Mo

a more sustainable option to meet their needs. Thj ; he Rio Grande i d 11 mil
led to the creation of a fourth source, the BuckmaiaWV Water from the Rio Grande is pumpe mIies
ill to the BDD water treatment plant. The raw

Direct Diversion (BDD) Project. The BDD now provi :
water undergoes a rigorous treatment process

a safe, reliable fourth source of drinking water for . : .
the City of Santa Fe and Santa Fe County byncludlng both conventional and advanced treatment

improving the regional water supply during drought?’CCE€SSes.  prezone tre_atment, coagulation,
p g9 9 PPy 9 9 %cculatlon and sedimentation, pressure membranes

conditions. BDD is recognized as the most state of t h d filtrati th treat ¢ f
art, advanced water treatment facility in the state of 'OF €Nhanced Tiitration, anothér ozone treaiment 1or
disinfection, and granular activated carbon filters to

New Mexico.

remove taste and odor.
The BDD serves almost 100,000 people by drawin . . . .
water from the Rio Grande. This facility is theq-he Rio Grande varies greatly in quality and
dcornerstonedé of the Sdyeptly threyghoy %1.? Xeqr. Sgrrunﬁ\sytr]ur)lperstpgng
provides most of the water for the City of Santa Fencrease runoff, making™ the river “water” duality
and surrounding Santa Fe County. Since the creatifiPredictable due to higher turbidity levels with
of the BDD, the aquifers have recovered and two of'créased volatile organic compounds and total
the wells have even become artesian. The addition §tSPended solids.
BDDOG s capability to access the San Juan Chama
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There are several gauge stations in the Los Alam@soject. The remainder of the project was -self
canyons that monitor water flow and alert BDDfinanced by both the city of Santa Fe and Santa Fe
operators of any flow from these canyons into the Ri@ounty, with funds raised through an annual 6
Grande where concentrations of contaminants mayercent water rate increase over a fiyear period.

be brought down. The BDD was designed to quick . :
turn off the diversion and operate the water I?(here have been many economic benefits of the BDD

treatment plant from onsite storage alone iff roJ/éct. During its twear construction, several
necessary. There are 8 million gallons (MG) of rafpundred —fuitime —construction workers were
water storage onsite, as well as 4MG of finished€MPloyed. Currently, 35 ffiime employees work at
water storage, with plans to add another 4MG of BDD. In Qrder to attract and retain skllle(_j_operators
finished water storage in the future. and maintenance staff, these positions pay
approximately 10percent higher than other similar
BDD utilizes two solar power generation facilitieg, o b s i n t he area. -@Brme 0
which supply a substantial amount of the energgconomic benefits is commercial growth. Previously,
necessary to pump and treat the water. The BDD musinesses that were interested in moving to the area
operated 24 hours a day. To maximize energyor opening another location in Santa Fe were
savings, the raw water is pumped to the waterconcerned with water rights allocation and
storage basins at night, when energy costs are abouwatvailability. Because of the BDD, Santa Fe now has
onethird the price. an extremely reliable water source that can

The DWSRF provided a $21 million loan for thiSaccommodate residents and future business.




V1. 2017 Financial Statement

The fundamental purpose of the DWSRF is to proviggograms have effectively leveraged these funds to

low-cost capital to finance sustainable, lbegn pr ovi de nearly $35 billi
public health protection. The ability to assist projectwater systems and $3 billion to states forastle

that protect public health is dependent on threegrograms to support capacity development, source
pillars of the DWSRF: water protection, and operator training and

. o certification. For the loan program, this translates into
i continued federal capitalization, $1.87 in disbursements for every $1 drawn from the

1 innovative, intelligent and effective state Treasury.

ma.nag_er_nent, and _ From the 2010 appropriation onward, Congress
1 maintaining the growth and revolving nature ofmandated that a certain portion of the federal

the DWSRF. capitalization grant be provided to borrowers as
Since t he DWSRF®s i n caddienal sybsidy. Fhis change Saélows flates o
further aid comimunities most in need and incentivize

appropriated about $19 billion into the fund. These™" " ,
funds have gone both to the revolving loan fund andarticular types of projects.
the state seasides. Together, the 51 state DWSRF

Exhibit 9: Statement of Fund Activity (Millions of Dollars)

Annual Fund Activity FY2016 FY2017
Federal Capitalization Grants 834.9 823.1
State Matching Furids 159.6 255.4
Annual DWSRF Funds Newly Available for Assistance 2,106.4 2,785.1
Project Commitments (Executed Loan Agreements) 2,585.9 2,738.9
New SetAside Funds Available for Assistance 170.8 163.6
Project Disbursements from the Fund 2,413.8 2,582.4
Cash Draws from Federal Capitalization Grants (Fund) 1,032.5 835.7
Cash Draws from Séisided 199.4 193.4

Cumulative Fund Activity

Federal Capitalization Grants 18,352.4 19,175.4
State Matching Funds 3,453.5 3,708.9
DWSRF Funds Available for Assistance 34,180.2 36,965.2
Project Commitments (Executed Loan Agreements) 32,643.1 35,382.0
SetAside Funds Available for Assistance 2,874.0 3,037.5
Project Disbursements from the Fund 28,263.4 30,845.8
Cash Draws for Fund 15,039.2 15,874.9
Cash Draws for Sétsides 2,581.1 2,774.6
Loan Principal Forgiven 208.3 306.3

IMay not equal 20% of full federal capitalization grants each year due to timing of match deposit.
2This includes funds drawn from previous grants.
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The Single Audit Act designates the threshold fatirecting available funding to drinking water
auditing federal programs. Most DWSRF programsnfrastructure loans and other financial agreements.
receive a progranspecific audit in addition to Robust fund utilization demonstrates a high demand
auditing required under the Single Audit Act. Becauder DWSRF funding. A portion of the disbursed funds
the 51 DWSRF programs are independent skewel are used to provide principal forgiveness to
entities, DWSRF program financial reports aradisadvantaged communities or to help finance other
prepared for individual state programs. Using thespecific state priorities; in SFY 2017, more than $306
EPAOGS Nati onal I nf or ma milienn wasMpravideg eirm ¢ha tform Sof Pprineipal,
national aggregate financial statements, best viewedorgiveness.

as noraudited cash flovbased reports, are shown

: While the size of the federal capitalization grant
on the following pages.

decreased in 2017, the total amount of funds
A. Statement of Fund Activity available for assistance increased. The amount of

As shown in Exhibit 9, DWSRF programs execut rastructure assistance includes new investments, ne

approximately $2.7 billion worth of loans in SFY everaged bonds, and loan principal and ‘“teFeSt
2017, a significant increase from 2016. For SFgepayments. The dollar amount of project

2017, assistance provided as a percent of fund<Sommitments also increased, reflecting the overall

availabl e (opace of f ulqﬁ:r83§eingjpdgquil%blg.dé) was 96

percent, indicating that states were highly effective in

Exhibit 10: Statement of Revenues, Expenses, and Earnings (Millions of Dollars)

Operating Revenues FY2016 FY2017
Interest on Fund Investments 61.7 68.8
Interest on DWSRF Loans 294.2 295.5
Total Operating Revenues 355.9 364.3
Operating Expenses

Bond Interest Expense 141.9 154.1
DWSRF Funds Used for Refursding 61.2 1.5
Amortized Bond Issuance Expense 7.1 5.0
Total Operating Expenses 210.2 160.6
Non-Operating Revenues and Expenses

Cash Draws from Federal Capitalization Grants 1,032.5 835.7
Loan Principal Forgiven (208.3) (306.3)
State Contributiohs 122.2 180.7
Transfers from (to) CWSRF 12.9 1.9
Total NorOperating Revenues (Expenses) 959.3 712.0
Increase (Decrease) in Net Assets 1,105.0 915.6
Net Assets

Beginning of Year 15,900.4 17,005.4
End of Year 17,005.4 17,921.0

2This includes funds drawn from previous grants.
3 Refunding occurs when outstanding bonds are retired withinsuwdg bonds.
4 State contributions are not the entirety of state match, which also include state match bonds.
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Exhibit 11: Statement of Cash Flow (Millions of Dollars)

Operating Activities

Cash Draws from Federal Capitalization Grants
State Contributiohs

Loan Disbursements to be Repaid

Loan Principal Forgiven

Loan Principal Repayments

Interest Received on Loans

Total Cash Flows from Operating Activities
Non-Capital Financing Activities

Gross Leveraged Bond Proceeds

Bond Issuance Expense

State Match Bond Proceeds

Cash Received from Transfers with CWSRF
Interest Paid on Leveraged and State Match Bonds
DWSRF Funds Used for Refuriding

Principal Repayment of Leveraged Bonds

Principal Repayment of State Match Bonds

Total Cash Flows from N@apital Financing Activities
Investing Activities

Interest Received on Fund Investments

Deposits to Debt Service Reserve for Leveraged Bonds
Total Cash Flows from Investing Activities

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents

Beginning of Year

End of Year
2This includes funds drawn from previous grants.

3 Refunding occurs when outstanding bonds are retired withinsudyg bonds.

FY2016
1,032.5
122.2
(2,205.6)
(208.3)
1,185.0
294.2
220.1

322.6
(3.8)
37.4
12.9
(141.9)
(61.2)
(419.8)
(45.3)
(299.2)

61.7
51.7
113.4
34.4

4,708.6
4,742.9

4 State contributions are not the entirety of state match, which also include state match bonds.
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FY2017
835.7
180.7
(2,276.1)
(306.3)
1,221.0
295.5
(49.5)

678.5
(4.6)
74.8
1.9
(154.1)
(1.5)
(337.0)
(75.0)
183.0

68.8
15.5
84.3
217.9

4,742.9
4,960.9



B. Statement of Revenues, Expenses, and Earningsprevious state fiscal year. Given the increase in loan

This statement is a useful tool to view the sources JFPursements to be repaid, it is expected that
funds and the expenses of the DWSRF prograrﬁ“nc'pal repayments will increase during upcoming

nationally, and how those impact net assets. FIF3'S:

2017, interest earnings exceeded expenses, addingtate match bond proceeds increased by $37.4
to the growth of the program. From 2016 to 2017, million and leveraged bond proceeds added $355.9
operating expenses decreased by $49.6 million, withmillion to program cash flows. This reflects an
a decrease in DWSRF funds used for refundingicrease in bond issuance in 2017. In SFY 2017,
(Exhibit 10). DWSRF net assets increased by $915states paid $566.1 million in principal and interest on
million, reflecting the steady increase in assets sinlm/eraged bonds and state match bonds,
the programds incepti on demonstrating a decrease of $40.9 million from the
previous year. Bond issuance is one method by which
states may balance their loan demand with the need
This statement is a beneficial tool to view the impagd maintain the lonterm sustainability of their

of DWSRF management activities on cash on hangyolving funds.

DWSRF programs require a reserve to maintain theB Statement of Net Assets

programs.
Total assets increased by $1.3 billion while total

As indicated in Exhibit 11, DWSRF loan._ = .~7" D
disbursements to be repaid increased by $7o_glabllltles increased by $341.3 million; therefore, net

o . assets increased by $915.6 million, or 5.4 percent of
mglrlggsérorirrl] Zgrlo?e(t:(t) %%%’t“:(e;;!gﬁtmgl_cfgﬁ Ogr?r:gil:)gq)tal 2016 net assets. This reflects the overall health

%f the DWSRF program, which has shown a steady
[et asset growth over the past 10 years (Exhibit 12).

C. Statement of Cash Flow

loan interest remained nearly constant since th

Exhibit 12: Statement of Net Assets (Millions of Dollars)

Assets FY2016 FY2017
Cash and Cash Equivalents 4,742.9 4,960.9
Debt Service Reservé.everaged Bonds 751.9 736.3
Loans Outstanding 15,985.0 17,040.0
Unamortized Bond Issuance Expénses 69.3 68.8
Total Assets 21,549.1 22,806.0
Liabilities

Match Bonds Outstanding 235.1 234.9
Leveraged Bonds Outstanding 4,308.6 4,650.0
Total Liabilities 4,543.7 4,885.0
Net Assets

Federal Contributions 15,039.2 15,874.9
State Contributions 2,590.9 2,771.6
Transfers Other SRF Funds 524.8 526.8
Other Net Asséts (1,149.6) (1,252.3)
Total Net Assets 17,005.4 17,921.0
Total Liabilities & Net Assets 21,549.1 22,806.0

5 Unamortized bond issuance expenses are costs that have been incurred but have not been fully recognized (amortizasl). These
will be recognized (amortized) over time over the remaining life of the bonds outstanding, similargdaid expense.

6 Examples include interest, loan repayments, principal forgiveness.
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VIl. Success Stories

Ashland, MEfi Ashland had
a storage tank coated with
lead-based paint and a
collapsing roof. With a
median household income
(MHI) under $14,000 per
year, Ashland qualified for
disadvantaged assistance and
used DWSRF and Maine Rural
Development Council funding
to make improvements.

Mattapoisett River Valley Water
District, MA fi  The District
struggled with iron and
manganese contamination issues
and received funding from the
DWSRF 2 percent saside to
plan a water treatment facility.
This new facility allowed four
towns to regain use of their
existing sources and avoid having
to develop a new source.

Waterville Fire District, Vit A
DWSRF loan was used to build
two reservoirs, replace water
mains, and construct a building
for housing equipment and
meters. These system upgrades

corrected issues with
inadequate disinfection
capacity, which had led to

bacterial contamination of the
water supply.

New York i The State of
New York uses the state
program management (10
percent) seaside to conduct
security inspections at drinking
water systems to ensure that
facilities and operations are
not vulnerable to threats that
could disrupt the delivery of
safe drinking water to their
customers.

Rosemont Water Company, NJ
i The Rosemont Water Company
was formed in the 1960s by
community members in the village
of Rosemont to address unsafe
drinking water. In 2007, the
system had unsafe arsenic levels,
and the RWC worked with the NJ
DWSRF program to install an
arsenic removal system and
provide safe drinking water to
residents.
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Puerto Ricofi Puerto Rico
used DWSRF saside funds
to develop a Capacity
Development Pilot Project
aimed at small communities.
This project, carried out in
fifteen communities around the
island, measured the
effectiveness of the circuit
riders approach to help small
community systems achieve
and maintain TMF capacity.



Forest Park Mobile Home
Park, DEA Forest Park had

several violations, including
high nitrate levels.
Collaboration between

several agencies and use of
the DWSRF 15 percent set

aside funding brought this
small system into compliance
and provided safe drinking

wat er to
residents.

For e s twith geerkrdos

Baltimore, MDA In order to
comply with the Long Term 2
Enhanced Surface Water
Treatment Rule, the City of
Baltimore replaced an existing
open finished water reservoir
with a new enclosed 35 MG
reservoir. To improve runoff water
guality and reduce runoff volume,
the new reservoir was covered
46

Eastern Wyoming Public
Service District, WYi Eleven
failing and abandoned water
systems were consolidated to
form the Eastern Wyoming
PSD, with a new water plant,
three storage tanks and new
water mains. This project used
several funding sources,
including the DWSRF, to bring
safe, potable water to
residents.

Stuart, FLA Stuart upgraded
its water distribution system
by replacing over 11 miles of
pipes, as well as replacing
approximately 2,500 meters
throughout the city. Stuart also
completed an emergency
interconnect with a nearby
water source, allowing the city
to provide safe, reliable
water to customers.

~

Pascagoula, MS i Saltwater
intrusion and overall low water
quality led Pascagoula to use
DWSRF funding for construction of
three reverse osmosis/ozone
treatment plants to treat water
from 12 wells. This project
improved water quality and
resolved customer complaints
regarding the
and color.
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Dauphin Island Water and
Sewer Authority, AL #
Organic matter contamination
created hydrogen sulfide gas
that corroded Da
water storage tank. With
ARRA funding, Dauphin Island
constructed a new water
storage tank, with a protective

w a t aeatirigs and aenttlagon foo d o

gases, and a treatment plant
to remove contaminants.



Dexter, Ml The Village of
Dexter used ARRA funding to
replace over 4,000 feet of
old cast iron water mains. This
project qualified for Green
Project Reserve funding due to
water loss reduction and
corresponding energy savings.
The system previously had
around 17 percent real water
losses.

Lanesboro, MN A  Struggling
with iron, manganese, and radium
contamination issues, Lanesboro
received DWSRF funding to drill a
new groundwater well and
construct a new water treatment
plant. Lanesboro returned to
compliance in 2016 and has
noticed significantly improved
water quality.

~

Wisconsin i The Wisconsin
DWSRF program provides loan
principal forgiveness for
replacement of privatelpwned
lead service lines (LSL). The
municipalityos [
determines the maximum funding
level for LSL replacement.
Funding is also available for the
private portion of LSL
replacement at KL.2 schools and
licensed daycare centers.

Saint Bernard Parish
Waterworks, LAA A rare,
deadly amoeba was found in
St . Bernar dos
mains. This project began in
2015 and involved replacing
the cast iron waterlines with
polyvinyl chloride (PVC) pipe,
which will eliminate leaks and
water main failures.

Garber Municipal Authority, OK
i Garber MA, a city of 845
people, owned two wells that
cexceededi the nhealdaasedr
standards for nitrates and carbon
tetrachloride. This city received
DWSRF funding to install 11 miles
of water mains, build a pump
station and successfully
consolidate with the nearby town
of Enid. This project was
completed in 2017.
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Franklin Sebastian Public
Water Authority, ARA Three
separate communities were
having contamination issues and
had a limited drinking water
supply. These communities used
DWSRF funding to create the
Franklin Sebastian PWA. This
new regional entity purchases
safe drinking water from Fort
Smith and transports it to these
communities.



Ames, IA i A 90year old
treatment plant was replaced
by a 15 million gallorper-
day, Leadership in Energy
and Environmental Design
(LEERjertified facility that
meets the demand of 59,000
residents. This project was
completed in 2017, and the
$76 million loan for this
project was the largest loan in
IA DWSREF history.

Sterling, COA A new reverse

osmosis water treatment plant
was constructed to address
uranium and total

trihalomethane TTHM)

violations. This project,
completed in 2013, enabled

Sterling to comply with

drinking water standards and
provide safe drinking water

to residents.

Hutchinson, KSA Several city
wells were contaminated with
volatile organic compounds
(VOCs,) so the city astripped
the VOCs and discharged the
waste into a nearby stream.
When the state required
elimination of the discharge,
Hutchinson utilized both the
DWSRF and CWSRF to build a
new water treatment plant and
improve local water quality.

South Wind Water District, Ml
After years of norcompliance,
200 residents purchased the
system and formed the South
Wind WD. The community has
since implemented several
improvements to the system,
including a new well, well house,
storage tank and water mains.
Future projects will address
leaking water mains.
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Jackson, NEf Jackson, a
community of 230 people,
needed to meet healbased
standards for radium and
gross alpha particles. To do
this, they received DWSRF
funding to install a new well in
a different aquifer, build a
new water treatment plant for
iron removal and make
needed improvements to the
distribution system.

Afton, WY i Afton and its
electricity provider developed

a micrehydroelectric system
(inline pipe turbine) designed

to generate over six times the
amount of energy used by
Aftonds water S
electricity is sold, generating
revenue for Afton. Also, the

use of renewable energy
reduces Aftonod
emissions.



Eastern and Elsinore
Municipal Water Districts, CA
i Nitrate contamination and
TMF capacity issues led a
small, privatelyowned system
to consolidate with Eastern
and Elsinore MWD. Thatyo
(32) connections were joined
with Eastern MWD and 120
connections with Elsinore
MWD.

Mobile Home Park, NVAi A
mobile home park with 30
customers was out of compliance
with healtibased requirements
for arsenic and coliform.
Collaboration among several
agencies allowed this MHP to
successfully consolidate with the
county and receive safe drinking
water. This project was completed
in 2017.

Lake Verde Water Company,
AZ i Lake Verde Water
Company, serving 125
people, received DWSRF
funding to construct a
centralized arsenic treatment
system and three 10,000
gallon storage tanks. This
project, completed in 2017,
brought the system into
compliance with the arsenic
rule.

Palmer, AKA Water mains
throughout the city were
corroded, causing water
leakage and allowing debris
to contaminate the drinking
water. Palmer received
DWSRF funding to replace
25,000 feet of the corroded
steel water mains.

Baker City, ORfA A 2013
Cryptosporidium outbreak
sickened hundreds of residents
and forced Baker City to quickly
find a solution. Ultraviolet (UV)
treatment was fully installed in
2015 as a lowcost, beneficial
option for the city to reduce future
potential outbreaks and provide
safe drinking water to residents.

2017 Annual Report |28

Central Shoshone County
Water District, IDA The
Districtds wel |
direct influence of surface
water, putting it at risk for
microbial contaminants. A
membrane microfiltration
water treatment plant was
constructed to meet standards
and provide safe drinking
water to residents.



