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A Message from the Office Director

I am pleased to present the Drinki
Report. This report i s an opportunil

In 2020, we funded more than $3.6 billion in new drinking water infrastructure p
to communities of all sizes and disbursed $3.1 billion to communities for

construction projects. We also funded $183 million for critical activities includin
system capacity development, operator certification, and source water protectiol 4

We experienced several impacts related to CONEDduring 2020. Even throu
these challenges, we had one of our strongest years as a pro§tate. Drinking
Water State Revolving Fund (DWSRF)gmms and communities found innovative ways to continue our
programds critical -fromhsnseiooders ance staff furlodghsr This glemenstnatks the
resiliency of the DWSRF programs that the states have built over the last 23 years.

Furthermore, we realize that small and disadvantaged communities face unique challenges maintaining t
drinking water infrastructure. We applaud the various mechanisms states use to assist these water syst
additional subsidization, extendéelrm loans, lower interest rates, priority ranking points, and technical
assistance through the DWSRFaseles. We are committed to working with our state partners to continue
addressing challenges and ensuring DWSRF assistance reaches communities in need.

| welcome this opportunity to share our accomplishments with you and thank you for your commitment to
work ahead.

L2,

Jennifer L. McLain Ph.D., Director
Office of Ground Water and Drinking Water
Office of Water

United States Environmental Protection Agency
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|. About the Drinking Water State Revolving Fund

The 1996 Amendments to the Safe Drinking Wate
Act (SDWA) created the Drinking Water State
Revolving=und (DWSRF) to helpraaunities finance
infrastructure improvements needed to protect publ
health and ensure compliance with drinking wate
standards. Each of the 50 states and Puerto Ric
operate their own DWSRF programs and receive
annual grants from EPA, which in turn provide lov
interest loans and other types of assistance to publ
water systems. The DWSRF programs are managt ,
or camanaged by the state agencies that overse" -
drinking water systems and can therefore effectivel
prioritize infrastructure funding needs to protec
public health.

:
The SDWA directs states to give priority for the us
of DWSRF project funds to: capitalizati-asi de-msidds chetr
be used to administer state programs, provide
1 address the most serious risks to human health, technical assistance and training for water systems,
) ) _ and fund other activities that support achieving the
T ensure compliance with the requirements of theplic health protection objectives of the SDWA. The
SDWA, and programs and activities supported by -ssides

i , include DWSRF administration, water system capacity
T assist systems most in need on a per housenhelgelopment, operator certification, source water
basis according to state affordability criteria. protection, small systems technical assistance, and
support for the state Public Water System

Not all drinking water pr(_)blem_s, howe_ver, can beSupervision (PWSS) program. Each state determines
solved through capital financing of mfrastructurethe appropriate balance between water

improvements. With that in mind, Congress gavigigaqirycture projects and seides for their unique
states the option to take a portion of their federal circumstances

5

Through June 30, 2020, more than $44.7 billion has
been signed into approximately 16,300 DWSRF
loans by the state programs to water systems to fund
critical infrastructure needs. Furthermore, nearly $3.7
billion has been provided to states and water systems
to support the nemmfrastructure sedsides programs.

The DWSRF is an exceptionally versatile tool. In
2020, the DWSRF loan program improved the lives
of nearly 38 million Americans, returning water
= 7 R . - & systems to compliance and maintaining systems with
,?EL_, E——— e > =Y =% % aging infrastructure, while also focusing on small

y = e <~ water systems that are most at risk. Water systems
k e serving fewer than 10,000 people accounted for 75
el percent of the loans signed by state programs.
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II. Highlights From 2020

A. Strong Demand, Making Loans of All Sizes size was about $1.1 mil .
loans ranged from less than ten thousand dollars to
In 2020, states provided over $3.6 billion in newhundreds of millions of dollars (see Exhibit 2). The
infrastructure loans, which is a record (with thgt at e of |l daho made t he
exception of American Recovery and Reinvestme$8,400, to Swan Valley Elementary School, with
Act [ARRA] funding) and a 28% increase from lasibout 500 people served, to address lead
year. This follows an upward trajectory over recent ont ami nati on. New Yor Kk
years, as states adopt cash flow management antban, a $183 million agreement, to New York City for
conduct more effective outreach to water systema. construction phase of the Croton Filtration Plant.
Exhibit 1 demonstrates this trend. Additionally, statephis project will serve nearly 1 million people.
disbursed more than $3.1 billion in 2020. This is a
16% increase from last year and an-étlhe DWSRF Vi sual ly demonstrating th
record. This increase in disbursements shows thationwide reach, Exhibit 3 on the next page shows
states provided more lending in the last few yearscounties with DWSRIhded projects in State Fiscal
and those projects are now being constructed aniear (SFY) 2020 (in blue) and beemeSFY 2010
requesting reimbursement. and SFY 2019 (in gray).

The DWSRF supports water systems and projects of
all sizes across the country. While the median loan

Exhibit 1: DWSRF National Assistance Provided (Loans Signed)
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Exhibit 2: Distribution of DWSRF Loan Amounts in SFY 2020

All 16 loans reflected in the mode are from the State
of Oregon. These loans funded a variety of studies,
including those for consolidation alternatives, leak
detection, and water system feasibility.

Average: $4,300,000

Mode: $20,000

‘ Fl\nedian: $1,100,000

@ ———— smallest: $8,400

Largest: $183,000,000

Exhibit 3: Map of Counties with DWSRF Projects in SFY 2020 and Between March 2010 to SFY 2019
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Data Source March 2010 to 12/30/2019
DWSRF Database, data pull 1/7/21

Data Source: 7/1/19 - 6/30/20 projects: NIMS
Database,

data pull (7/1/19 - 8/30/20)

Data includes projects that have location
information.

Additional projects not incorporated.
North_America_Equidstant_Conic

Map produced on 2/18/21
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Il Counties with DWSRF Projects in SFY 2020

2020 Annual Report



B. Leveraging and Geundi ng E x p a ntban dtuab ayailable 6ash on hand. With the ability
Reach to access the bond market when cash is needed in the
future, states can confidently make more loans to
Increasing the amount of money available througbommunities in the netarm, expanding the reach of
the DWSRF is i mportant pulliohealti ®rétéciion flom tRepfogram.at i on 6
drinking water needs.The state DWSRFs have
several ways to quickly raise additional money toAn ot her way to expand tF
meet immediate needs where there are more projectsenefits is through danding. Approximately 16
than funds available. The first is for the statepercent of the 2020 projects were -fonded with
DWSRFs to borrow money on the bond maiket. another source, including funds from the United States
2020, nine state DWSRF programs borrowed $925D e par t me nt of Agricul tur
million to assist projects that needed immediat®/ater and Environmental Programs and other state
financing.The second way involves borrowing monewnd private sources.
from EPAOGS Wat er I nfr a
Innovation Act (WIFIA) program.

and

Exhibit 4 below shows leveraging in thest seven
years. Note the significant increase in the last
year s. Leveraging i s aty
be paired with an effective outreach strategy to
increase customer demand. After evaluating cas = |
needs, some states choose to leverage nearly eve

year, and others episodically. Regardless o
approach, state managers must carefully design the
leveraging structure to minimize idle funds
Optimally, states will leverage when the amount o
cash needed to pay construction invoices is greatis

Exhibit 4: Annual Net Leveraged Bonds Issued
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C. Helping Water Systems Achieve Compliance

Drinking Water Infrastructure

The DWSRF has been instrumental in helping th Needs Survey and

nati onds community wat d

maintain compliance with heaitased standards Assessment

under the SDWA. Of the water systems receiving

DWSRF loans in 2020, approximately difth The upcoming Drinking Water Infrastructure

(146) were out of compliance with a hedbtsed Needs Survey and Assessment (DWINSA) w

SDWA standard in the previous five years. Exhibit be the seventh since 1995 and will be of the

5 below maps the locations of these 146 water broadest scope to date. For this Survey, EPA

systems. will be sampling all sizes of community water
systems, as well as tribal systems andaret

State DWSRF managers, partnering with their state profit norRcommunity water systems. The

PWSS program col |l eagues Survey will include supplemental questions |Jol

extraordinary flexibility to tailor assistance through about lead service lines, operator workforce

the loan and seaside portions of the Fund to sustainability, and critical iron and steel

address a broad array of local needs. component needs. EPA conducted numerous
DWINSA stakeholder meetings and trainings
in 2020 and has now begun data collection
through 2021.

Exhibit 5: Public Water Systems with SFY 2020 Loans that had a-Blesdith Violation in the Past 5 Years

Population
e <500
® 500 - 3,000
@® 3,000 - 10,000
@® 10,000 - 100,000

@® > 100,000
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D. COVIBL9 Impacts on the DWSRF Program projects moving and ensuring public health protection
throughout their states, even during a pandemic.

The DWSRF programs experienced several impacts

from the COVIEL9 pandemic. Many state DWSRF .
staff were furloughed during calendar year 2020. & 5=
Many DWSRF borrowers were concerned with the: m#»
customers being able to pay their water bill. Ever’ _“"7«\3
with these challenges, the DWSRF had one of its m*
successful years in terms of assistance provided
disbursements.

Furthermore, because of stalyhome mandates and £
increased telework options, several states
modernized portions of their DWSRF programs te 1
better serve communities during the pandemic. Sorj-"}’;»’ o)
of these improved processes include virtual publé /
meetings, electronic signatures for loan documeni
and virtual project inspections. These examples she
how dedicated the DWSRF programs are to keeping*

9 2020 Annual Report



I1l. How States Used DWSRF Infrastructure Funds

In 2020, the DWSRF provided more than $3 83N SE N VAo e o (L oo |
billion in assistance and entered into 837 loa

Since 1997, the DWSRF has provided more thsa%lizl)
$44 billion in assistance, and 34 percent of th $258
assistance has been directed to communities I_(Smm)
opulations of 10,000 or fewer. 2

pop |_<$89>

In 2020, the DWSRF facilitated loans with a broa $87
diversity of communities, emphasizing a strong fo / (Other)
on communities serving 10,000 individuals or few (T$1’mSO7

Approximately 75 percent of the 2020 loans and Distribution)

provided were given to these smaller wate $1,414
systems. Principal forgiveness was a key t (Treatment)

utilized in these agreements; approximately 7
percent of water systems serving populations
500 or fewer received principal forgiveness, wit
44 percent of those water systems receivi
principal forgiveness for the full loan amount. As tR] & Ly liPl)
charts in Exhibit 6 show, the proportion of assistai
going to small systems in 2020 is similar to histc
program values.

$2,603
(Source)
| $4,581

I (Storage)
For the third consecutive year, nearly half of tt $1,369
DWSRFG s funding we nt /(omer)
distribution projects (Exhibit 7). This more clos (§18.,’,254
aligns with water syst and Distribution) d
the Sixth DWINSA. The Survey confirmed tt $16.820 .:’e"“me_"‘_
nearly twet hi r ds of t he na (Treatment) and Distrbution
infrastructure needs over the next two decades & Source
for these types of projects. EPA anticipat S
sustained, growing demand in distribution syst I

projects over the coming years.

Exhibit 6: Assistance by Community Size

Millions of Dollars Number of Loans

100% 100%

L et
90% 90%
80% $1,486 80% 3,575
70% 70% Il >c0.000
60% 60% 3,037 G [l 10.001 to 100,000
50% $16,138 50% 3,301 to 10,000
501 to 3,300
40% 40% y
) ) 5,286 288 B -
O, O

30% $6,557 30%
20% $413 20%
b $6,680 $449 o m n

0% | $2,005 | | 5118 | 0%

SFY 1997-2020 SFY 2020 SFY 1997-2020 SFY 2020
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V. 2020 Financial Overview

A. Financial Success program, this translates into $2 in disbursements for
every $1 drawn from the U.S. Department of

The fundamental purpose of the DWSRF is to providereasury.

low-cost capital to finance sustainable, lbegn

public health protection. The Fund's ability to assistom the 2010 appropriation onward, Congress

projects that protect public health is dependent ommandated that a certain portion of the federal

three pillars: capitalization grant be provided to borrowers as
additional subsidy. This change allowed states to aid
T continued federal capitalization; communities most in need and incentivize particular

_ _ S _ types of projects. Because this subsidy comes from the
1 innovative, intelligent, and effective statefederal dollars, continued federal support is needed

management; and to maintain this benefit and continue growing the
fund.
f maintaining t he Fundos growt h and revol ving
nature. B. Financial Reports
Since t he DWSRFOs I N cTAed Sirgle Audit AcE delignbtésStife thrdsiole for

appropriated more than $22 billion into the_ Fund.auditing federal programs. Most DWSRF programs
These funds have gone both to the revolving loafeceive a programspecific audit in addition to
fund and the state setsides. Together, the 51 state auditing required under the Single Audit Act. Because
DWSRF programs have effectively leveraged thesehe 51 DWSRF programs are independent skavel
funds to provide $44.7 fnttiks, in® Matibnakgudiitedd DWSRF Oprogrdime T
water utilities and approximately $3.7 billion to both financial reports are available. Developed using
states and utilities for saeside programs to support EP A s Nati onal | nf or mat i
capacity development, source water protection, anghational aggregate financial statements, best viewed
operator training and certification. For the loan as noraudited cash flovbased reports, are shown

on the following pages.

e -
- s w.— -

R S
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1. Statement of Fund Activity

As shown in Exhibit 8 below, in SFY 2020, DWSRF progr;
executed more than $3.6 billion worth of loans. Overall fc
SFY 2020, assistance provided as a percent of fun

availabl e (o0pace of funds

percent, indicating that states have successfully direc

federal funding to drinking water infrastructure projects. TH§

robust percentage of funds utilization also demonstrates

high demand for DWSRF funding. A portion of the disburs

funds are used to provide principal forgiveness

disadvantaged communities or to help finance specific wa

systems meeting the criteria for state priority funding; in Si§

2020, more than $279 million was provided in the form @

principal forgiveness.

The amount of new funds includes new investments, net

leveraged bonds, and loan principal and interest repaymen

Exhibit 8: Statement of Fund Activity (Millions of Dollars)

Annual Fund Activity SFY 201! SFY 2020
Federal Capitalization Grants 1,068.5 1,207.5
State Matching Funds 203.3 224.6
New DWSRF Funds Available for Assistance 3,262.0 3,588.9
Project Commitments (Executed Loan Agreements) 2,831.9 3,638.4
New SetAside Funds Available for Assistance 243.9 253.4
Project Disbursements from the Fund 2,707.2 3,145.7
Cash Draws from Federal Capitalization Grants (Fund) 787.3 885.8
Cash Draws from Séfsides 197.6 182.1
Cumulative Fund Activity

Federal Capitalization Grants 21,069.4 22,276.9
State Matching Funds 4,109.8 4,334.4
DWSRF Funds Available for Assistance 43,144.2 46,733.1
Project Commitments (Executed Loan Agreements) 41,101.3 44,739.7
SetAside Funds Available for Assistance 3,464.0 3,3,717.6
Project Disbursements from the Fund 35,978.4 39,124.1
Cash Draws for Fund 17,304.2 18,190.0
Cash Draws for S&sides 3,166.2 3,348.3
Loan Principal Forgiven (306.4) (279.9)

1This includes funds drawn from previous grants.
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2. Statement of Revenues, Expenses, and Earnings programs. With the program reaching milestones
under the Unliquidated Obligation (ULO) strategy of
This statement, Exhibit 9, is a useful tool to view teg@ending down built up federal funds, it is expected
sources of funds and the expenses of the DWSRMat states will need to draw heavily from state cash
program nationally, and how those impact net assetgeserves in the near future to pay invoices from the
For 2020, interest earnings exceeded expensediigh level of lending at which they are operating.
adding to the growth of the program. From 2019 to State match bond proceeds increased by $15.2
2020, operating expenses increased by $13.9 million while gross leveraged bond proceeds added
million, with an increase in DWSRF funds used $866.5 million to program cash flows. In SFY 2020,
refunding. DWSRF net assets increased bytates paid $691.5 million in principal and interest on
approximately $1.7 billion, reflecting the steady leveraged bonds and state match bonds,
i ncrease in assets si nc eembnstamting anangreazenod $39.1 milkoe foomithe n
previous year. Bond issuance is one method by which
3. Statement of Cash Flow states may balance their loan demand with the need

_ o ] ] to maintain the lonrterm sustainability of their
This statement (Exhibit 10) is a useful tool to view theylying funds.

impact of DWSRF activities on cash on hand. DWSRF
programs require a reserve to maintain their

Exhibit 9: Statement of Revenues, Expenses, and Earnings (Millions of Dollars)

Operating Revenues SFY 201 SFY 2020
Interest on Fund Investments 143.8 137.7
Interest on DWSRF Loans 320.6 3324
Total Operating Revenues 464.4 470.0
Operating Expenses

Bond Interest Expense 163.1 194.1
DWSRF Funds Used for Refunding 21.3 4.0
Amortized Bond Issuance Expense 4.5 4.7
Total Operating Expenses 188.9 202.8
Non-Operating Revenues and Expenses

Cash Draws from Federal Capitalization Grants 787.3 885.8
State Contributiofs 124.7 130.9
Loan Principal Forgiven 306.4 279.9
Transfers from (to) CWSRF (2.0) 165.9
Total NorOperating Revenues (Expenses) 1,216.3 1,462.5
Increase (Decrease) in Net Assets 1,491.9 1,729.7
Net Assets

Beginning of Year 21,979.0 23,470.9
End of Year 23,470.9 25,200.6

1 Refunding occurs when outstanding bonds are retired withinsudyg bonds.
2This includes funds drawn from previous grants.
3 This includes state match but excludes state match bonds.
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Exhibit 10: Statement of Cash Flow (Millions of Dollars)

Operating Activities SFY 201 SFY 2020
Loan Disbursements to be Repaid (2,400.8 (2,865.8)
Loan Principal Forgiven 306.4 279.9
Loan Principal Repayments 1,290.9 1,507.8
Interest Received on Loans 320.6 332.4
State Contributions 124.7 130.9
Cash Draws from Federal Capitalization Grants 787.3 885.8
Total Cash Flows from Operating Activities 429.2 270.9

Non-Capital Financing Activities

Bond Issuance Expense (7.8) (7.2)
Interest Paid on Leveraged and State Match Bonds (163.1) (194.1)
DWSRF Funds Used for Refunriding (21.3) (4.0)
Principal Repayment of Leveraged Bonds (382.8) (410.9)
Principal Repayment of State Match Bonds (55.9) (86.5)
State Match Bond Proceeds 78.5 93.7
Cash Received from Transfers with Clean Water State Revolving Fund

(CWSRF) (2.0) 165.9
Gross Leveraged Bond Proceeds 985.5 866.5
Total Cash Flows from Noapital Financing Activities 431.1 423.6

Investing Activities

Cash Flows from Capital and Related Financing Activities 0 0
Interest Received on Fund Investments 143.8 137.7
Deposits to Debt Service Reserve for Leveraged Bonds 50.6 36.3
Total Cash Flows from Investing Activities 194.4 174.0
Net Increase (Decrease) in Cash and Cash Equivalents 1,054.7 868.4

Cash and Cash Equivalents
Beginning of Year 8,195.7 9,250.4
End of Year 9,250.4 10,118.8

1This includes state match but excludes state match bonds.
2This includes funds drawn from previous grants.
3 Refunding occurs when outstanding bonds are retired withinsuwdg bonds.
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4. Statement of Net Assets total 2019 net assets. This reflects the overall health
of the DWSRF program, which has shown a net asset

Total assets increased by $2.19 billion, while totafrowth of at least 5 percent per year over the past

liabilities increased by $292.5 million; therefore, net11 years (Exhibit 11).

assets increased by $2.0 billion, or 6.9 percent of

Exhibit 11: Statement of Net Assets (Millions of Dollars)

Assets SFY 201 SFY 2020
Cash and Cash Equivalents 9,250.4 10,118.8
Debt Service Reservé.everaged Bonds 545.2 509.0
Loans Outstanding 19,243.2 20,601.2
Unamortized Bond Issuance Expénses 68.3 70.8
Total Assets 29,107.1 31,299.7
Liabilities

Match Bonds Outstanding 302.6 309.9
Leveraged Bonds Outstanding 5,409.7 5,694.9
Total Liabilities 5,712.3 6,004.8
Net Assets

Federal Contributions 20,262.2 21,147.9
State Contributions 3,001.2 3,132.1
Transfers Other SRF Funds (2.0) 165.9
Other Net Assets 209.5 754.6
Total Net Assets 23,470.8 25,200.6
Total Liabilities & Net Assets 29,183.1 31,205.4

1 Unamortized bond issuance expenses are costs that have been incurred but have not been fully recognized (amortizl). These
will be recognized (amortized) over the remaining life of the bonds outstanding, similar-{oeédpEEpense.
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