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What does the drinking water funding program do?

The SRF program exists to help build and maintain quality
water infrastructure and governance capacity to provide
safe and reliable drinking water for the 8 million citizens of
Washington State.
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Who Benefitse

O Water Systems of all sizes

O Water System customers

O Local governments

O Disadvantaged communities
O Technical assistance providers
O Engineering services firms

O Construction firms

O Materials providers

O Health of the state funding program (revolving)
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Flow of DWSRF Money

Repayments
Legislature and Loan Fees

State Match {\
Water
Federal Grant - State DWSRF - Systems

Loans

@ - -5
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Funding Cliff Coming!

O Bipartisan Infrastructure Funding (BIL) ends in 2027

O Last Construction loan cycle with more than $120 million available in
2026

O Construction loan cycles beginning with November 2027 applications
will be HIGHLY competitive

O Expecting less than current capitalization funding amounts

O Instead of S15 million maximum, we will be limited to 10% of total
available

o 2026 Base Capitalization Grant was $8.78 million (20% state match
- $1,756,000)

o Repayment account (current balance is over $210 million)

O Instead of funding 55 projects, we will likely be limited to award
funding to significantly fewer projects
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Funding History and Outlook

2016 14

2017 7

2018 21

2019 21

2020 23

2021 21

2022 28 (first year of BIL)

2023 40

2024 38

2025 & 2026 35 to 50 projects each year
2027 and beyond Less than 20 projects each year

Washington State Department of Health | 7



Current Application Cycle

November 2025 construction and planning & engineering (P&E)
cycle

Applications pulled December 1, 2025

Received ~$200M in construction applications
$155M in construction loans
$17.5M BIL EC
$2M in P&E
~$14M other federal sources (i.e., EC-SDC)

Next application pull is December 2026 (Application due
November 30, 2026)

Last Year of BIL funding
Approximately $120 million available
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Available Technical Assistance

LSL Inventory
*Records Review

* Guidance for
visual
inspections

*Completion and
submittal of the
service line
inventory

P&E Work

*LSL Inventories
and Replacement
Plans

*Planning Docs

*Project Reports
and Alternative
Analyses

*Engineering
Designs

*Bid Documents

Capacity Development

*Managerial

*Board Training
*Meeting Facilitation
*Financial

*Rate Structure
*Asset Management
*Technical
*Troubleshooting
*Operator
Apprenticeships

Washington State Department of Health | 9



Funding Programs

O Consolidation Feasibility Study grants (Fee account and set asides)

O Planning & Engineering loans and grants (Repayment account and
set asides)

O Construction loans with potential subsidy (grant and repayment)
O Emerging Contaminant loans with 100 percent subsidy

O Emerging Contaminants for Small and Disadvantaged Communities
grants

O Lead Service Line loans for inventories and replacement with
potential subsidy

O Water System Rehabilitation and Consolidation grant (state capital)

O Emergency loans
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Eligible Systems for DWSRF Funding

Group B / Private ;

e Community e When e All qualify
e TNC/NTNC not consolidating e Considered
for profit into a Group A disadvantaged
e Some emerging communities
contaminant
funding
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How to be Eligible for a Loan
Dedicated budget to pay back the loan
Cash flow must be POSTIVE (sound fiscal management)
PWS must have legal control of the property
PWS has no substantive audit findings
Governing body must approve the application
PWS must be a legal entity registered with WA SOS

Planning documents are required for most funding
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Consolidation Feasibility Study Grant

Award :) Availability
*$50,000 Max *Applications
per Project accepted year-

*Competitive round

*Applications
reviewed in
May and
December

*Applications
scored base on
public health
concern

* Approximately
$400,000
Available per
Year

=

Funding Terms

*Complete in
2 years

*Feasibility
studies

*Planning
documents

*Connection
Fees
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Planning and Engineering Funding

Award :) Availability :) Funding Terms
*$500,000 Max *Applications *0% Interest
Per Jurisdiction ?glcjizted year- -929% Service Fee
*>200,000 M?X S *10-year Loan
for Well Drilling, *Applications T
: ) erm
Pump Test, and reviewed in _
Sampling May and *Complete in 2
*First Come, First December years
Served *Grant potential
for systems
with high
affordability
index
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Construction Funding

Award :> Availability
*$12 Million *Applications
per accepted year-
Jurisdiction round
*Competitive *Reviewed each
*BIL Emerging December
Contaminants *Approximately
120 Million
+~$17.5 > |
Million Total Available

=

Funding Terms

*2.25% Standard
Interest

*1% Service Fee

*1.75% Reduced
Interest

*20-year Loan
Term

*Complete in 4
Years

*Subsidy Potential
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Lead Service Line (LSL) Inventory Funding

:> Award :> Availability

*$25,000 Min *Applications
accepted

“Inventory = year-round

First Come,

First Served *Reviewed
each May and
December

*Approximatel
y $28 Million
Total LSL

=

Funding Terms
*0% Interest

*2% Service Fee

*10-year Loan
Term

*Completein 2
Years

*Subsidy Potential
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Lead Service Line (LSL) Replacement Funding

:) Award :> Availability :) Funding Terms
*$25,000 Min *Applications *2.25% Standard
.LSL accepted year- Interest

Replacement - round *1% Service Fee
Competitive -E/(Iewewzd each 1.75% Reduced
dy an Interest
December

*20-year Loan
*Approximately Y

T

S28 Million erm

Total LSL *Complete in 4
Years

*Subsidy Potential
Washington State Department of Health | 17



Water System Rehabilitation and Consolidation Grant

=)

(WSRC)

Award :) Availability

*Invite Only *Applications

~Eligible accepted year-
round

Applicants:
*Applications

Cities, Towns, reviewed year-

Counties,

Public Utility round

District, or *No funding for
Water Districts this biennium

(July 1, 2025 -
June 30, 2027)

=

Funding Terms

*Complete in
4 years

*Planning and
Engineering
documents

*Set up water
utility
(counties)
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Emergency Funding

Award :> Availability :) Funding Terms
*$500,000 per *Applications *0% Interest

Jurlso!lcthn accepted year- -1.5% Service Fee

per Biennium round

*10- L

*First Come, *No funding this Té)rymear oan

First Served biennium

July 1, 2025- *Completein 2
*Must be ( ’
Years
caused by June 30, 2027)

nature, theft,
or vandalism
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Guidelines Updates

OUpdates to 6 Guidelines

O O0pen for comment through October 1
o Please send to dwsrf@doh.wa.gov

OStatus quo (for the most part)
O Last Year of BIL Funding

O Anticipating significant changes next year
o Disadvantaged Communities criteria update
o Updates to how subsidies are determined and funded
o Potential application fee updates
o Potential interest rate structure updates
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Construction Guidelines
O Last Year of BIL Funding

O Estimate $120 million available for projects

O Update DWSRF Staff information

O Maintain existing DAC

O Update Cultural and Environmental Review section

O Clarify that an asset management program must be in place at
time of application or be included in project

O Update AIS requirements
O Update SOW requirements

O All projects MUST have approved construction and bid
documents, as well as C+E prior to issuance of NTP
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Planning and Engineering
Guidelines
O Update DWSRF staff information

OClarify application review process

O Update planning grant availability for systems in or
heading to receivership and consolidation

o Consolidating systems must be over 500 population unless
approved by DWSRF

OUpdate SOW requirements to increase quality of
application submittals
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Consolidafion Feasibility Guidelines

O Update DWSRF staff information
OClarify application timeframe and process
O Clarify connection fee project language

OUpdate SOW requirements to include detailed
project aspects, clearly defined outcomes, and
recommendations

O Update application worksheet
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Emergency Loan Guidelines

O First update since 2022
o Update all links and references
o Update DWSRF and fiscal staff

O Remove receivership projects as being eligible
O Clarify application process

O Emphasize need for intervening event

o Clarify what entities can declare an emergency and sample
declarations

O Update SAM.gov process
O Clarify appeal process if an application is denied

O Update cultural and environmental review process
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DWSRC Ciuidelines

O Update DWSRF staff and contact details

O Clarify terminology and language regarding
compliance with the requirement to demonstrate
technical, managerial and fiscal capacity

O Clarify that consolidating systems must be greater
than 500 population unless approved by DWSRF staff

OVery little funding remains in this program, subject

to potential additional appropriations by the
Legislature

o Difficulties in getting funding spent once allocated
o Better SOWs and commitments
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EC-SDC guidelines

O New DWSRF Contact — Tara Moore
ORemove funding caps

OGroup B systems eligible for funding where
consolidation is the final result

OlIndividual wells are eligible for limited funding
(sampling and short term mitigation) when in an area
of known contamination

O Update tables to reflect MCLs and SALs
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Innovative Te_ch Guidelines

ONew grant program

OFinalizing review process with ODW Innovative Tech
Team

O Maximum award $500,000
OWill require a QAPP
OTwo year project completion timeframe
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Disadvantaged Community Criferia

OSystem is owned and operated by a federally
recognized tribe

O50 percent of a project location is within
census tract(s) that meet at least one of the
below Washington Tracking Network (WTN) Criteria:

o Environmental Health Disparities (EHD) ranking of 7
or more.

o Social Vulnerability Index (SVI) ranking of 7 or more.

o Population living below 185 percent of the federal
poverty level** is greater than 30 percent.

O Affordability Criteria
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Disadvantaged Communities

ODisadvantaged Community Map Application

Disadvantaged Communities Map

., Washingten State Department of
' HEALTH Hosted by Office of Drinking Water

+ R1 v i Vv | Search for a water system a
Vancouver
Nanaimo
50 mi I
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Disadvantaged Community Criterio
(UPDATES NEEDED)

OSystem is owned and operated by a federally
recognized tribe

O50 percent of a project location is within
census tract(s) that meet at least one of the
below Washington Tracking Network (WTN) Criteria:

o Environmental Health Disparities (EHD) ranking of 7
or more. (Update to 2020 Census)

- SeciaVulnerabiity-trdex{SVH-rankingof 7-ormere:
o Population living below 185 percent of the federal
poverty level** is greater than 30 25 percent. (2020 Census)

O Affordability Criteria — How to strengthen?
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Disadvantaged Communities

O Disadvantaged Community Map Application

Disadvantaged Communities Map

Hosted by Office of Drinking Water

Penticton

~h for a water sys

y mor p
Port Alberni vancouver

— Nanaimo Richmond

Grand Forks

¥

A 3
Duncan 2

< 2

.4*.’-‘

Portland
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Disadvantaged Communities

ODisadvantaged Community Map Application

Disadvantaged Communities Ma
Vo) HEALTH = =

Hosted by Office of Drinking Water

Penticton Nelson
+ l v l Search for a water system or place Q
Port Alberni vancouver
— Nanaimo Richmond
L Surrey Abbotsford Trall
— Duncan

R
]
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Discussion Points

O Demonstration of fiscal capacity = what level of fiscal risk
o Can awater system afford the loane

o Arerates at levels that provide for loan repayment, O+M, and
the building of reserves?

O Repayment source; G.O. vs revenue debt. What is the source for
future loan repayments.

O Budgets are based on past performance
o Planning v. Underwriting

O Types of acceptable statements for budgeting purposes and
loan approvals

O Collateral
O The bottomline
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Financial Statements
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GO or Revenue Certification

DRINKING WATER STATE REVOLVING FUND (DWSRF)
Loan Security for Local Governments Only

The LOCAL GOVERNMENT must select one of the following options for securing repayment of the
loan. Please initial the appropriate option.

1. General Obligation:
This loan is a general obligation of the LOCAL GOVERNMENT.
OR

2. Revenue Obligation:

This Contract is a revenue obligation of the CONTRACTOR payable solely from the netrevenue of
the WATER s?/s’rem, Payments shall be made from the net revenue of the utility after the payment of
the prmui:)o and interest on any revenue bonds, notes, warrants or other obligations of the utility
having a lien on that net revenue. As used here, “net revenue” means gross revenue minus
expenses of maintenance and operations. This option may be used only if the entire project is
domestic water, sanitary sewer, storm sewer or solid waste utility project.
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G.O. Debt (municipal)

O General obligation (GO) debt is secured by property tax
revenue. The municipality pledges its tax revenues
unconditionally to pay the interest and principal on the debt as it
matures. If the debt is in the form of a bond, the bond owners
have a legal claim on all the general income of the jurisdiction if
a default occurs. The limitations on general obligation
indebtedness are provided for in chapter 39.36 RCW. (2.5%)
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Revenue Debt (Operating income)

O Revenvue debt is different from GO debt in its method of
repayment. Unlike GO debt, which relies on taxation, revenue
debt is repaid from cash flow by the specific water revenues

MiNus expenses generated by the applicant.
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Acceptable Financials

BARS Reporfing (municipal)

S.A.O. Reports

Tax Returns (non-municipal, HOA's) Form 990 postcard, 990 EZ,
990 standard.

CPA prepared or audited statements (non-municipal)

Internally prepared QuickBooks statements on a case-by-case
basis (ask questions)

WA State DOH | 39



Fiscal Planning v. Underwriting

O Fiscal viability in water system planning
Forward looking

Capital needs meets fiscal realities

Asset management

Full cost recovery

Affordability / Cost of Service

Current water rates v. future rate increases

O O O O O O

O Fiscal viability in underwriting

Snapshot in time — current fiscal status of applicant
Backward looking

What is fiscal risk g

Historic increases/decreases in operating revenue/expense.

O O O O

WA State DOH | 40



O 00O

Budgeting Based on Past Performance

Three to 5 years financial statements.
Looking for frends in analysis.

Historic increases/decreases in operating revenue/expense.
Current water rates vs potential future rate increases.
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Collateral
UCC Filing statement on Inventory, Equioment and A/R.
Deeds of Trust
Water Rights (¢)
Why take collateral?
“We don’t want to be in the water business”
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The Bottom Line

O GENERAL RULE; If the financial analysis indicates marginal or
negative cash flows for any of the years submitted in the
application, staff will meet with the applicant to discuss
appropriate measures to resolve financial risks including
providing a resolution to increase revenues or providing a deed
of trust on property or other forms of loan collateral. If these
financial risks cannot be mitigated or reduced, or the applicant
has multiple consecutive years of net operatfing losses, the
DWSRF will recommend bypassing the loan based on managerial
and financial capacity deficits.
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What is DWINSA?

The Drinking Water Infrastructure Needs Survey and Assessment
(DWINSA)

Mandated by the Safe Drinking Water Act (SDWA) as part of
the Drinking Water State Revolving Fund (DWSRF)

Section 1452(h): performed every four years
20-year timeframe

Section 1452(a)(1)(D)(ii): allotment formula informed by the most
recent needs survey

Minimum 1% allotment per state
Reallotment process for un-obligated grants (Section 1452

(a)(1)(E))
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Why is DWINSA importante

Allotment formula informed by the most recent needs survey

¢+ WA current allotment is 2.29% of overall congressional
appropriation for the DWSRF nationwide

¢ Previous allotments have ranged from 2.23% to 2.55%

¢ Needs Assessment—Drinking Water | Washington State
Department of Health

Set Asides (31% of base capitalization grant)

¢ Fund program administration, technical assistance,
capacity development, source water protection, local
assistance, etc.

Provides for the achievement of the DWSRF statutory purposed

¢ To further health protection objectives and promote the efficient
use of fund resources in collaboration with the state primacy
agency

Washington State Department of Health | 46



What is the scope of DWINSA?

To determine the 20-year infrastructure needs by state and
territory:
o Acceptable projects must be DWSRF eligible

o Projects are reviewed for feasibility, necessity and
commitment

o Documentation validates the reported need

o AWIA mandated that the DWINSA address and estimate the
cost to replace lead service lines (Inventories)

o Supplemental questions address barriers towards
iImplementing capital improvement projects

**requires significant outreach and coordination with systems to
review previous surveys or preview New surveys
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How does DWINSA work?e

EPA develops and distributes survey documentation and
supplemental questions

States review surveys for systems to ensure:
Sufficient documentation
Project eligibility
Supplemental information provided
States work with systems to complete surveys and verify that
system submitted information is true and correct, for example:
System population and water source
Project responses and coding

**requires significant outreach and coordination with systems to
review previous surveys or preview new surveys
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What systems are surveyed?

All systems with a population over 100,000

Statistical sample of systems with a population between 3,301 and
100,000

7' DWINSA (2021) included all 12 large utilities with a population over
100,000 and a statistical sampling of 44 medium-sized utilities (3,300
to 100,000 population).

8t DWINSA (2026) includes 46 medium/large utilities.

EPA samples small systems with less than 3,300 population (30 in
2026)

DOH assists through ensuring accurate information and through TA and
outreach to the small systems
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State Roles and Responsibilities

 Review the survey insfruments
«  Confirm sufficient documentation
« Eligible projects and coding
- Supplemental questions

« Reliably report and verify submitted information

- Validate system population and water source
* Review Responses

«  Clarity for EPA during review and modification
process
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Goal / Strategy

Efficiently document every allowable infrastructure cost

Streamline inventory verification - build on the work we
did last time

Leverage local staff knowledge / relationships as
primary utility contact

o Supplement with ETS & SRF resources when needed
Centralize coding of forms (ETS & SRF)
Skip water main CIP projects unless >>10%
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DWINSA Process

Survey and Assessment Data Flow

Step 1: Step 2: Step 3: Step 4:
EPA Emails Survey Package to States Send Survey Package to Water System Completes or Water System Returns Survey
States Water Systems Updates Survey and Documentation to State

Step 7: Step 6: Step 5:
State Checks Data and Provides EPA Analyzes Survey Responses State Reviews Surveys and

Modifications as Needed Documentation and Provides
them to EPA
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2026 DWINSA Challenges

What of Lead?

How to address emerging contaminants?
Truncated Timeframes

New EPA data submittal frameworks
Staff inexperience
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2026 DWINSA Current Timeframe (per EPA)

State Coordinators Meeting: June 17

Information Collection Request
Development: Now
OMB Review: Now

Potential State Frame Validation: Ongoing (state-validation of their
systems for population served and water source)

Surveys Provided: mid to late August

Data Collection: Beginning August/September

Data collection submitted 6 months after launch
Three phases (different systems)

Modification Period: March - May 2027 (?)
Dara finalized 3 months after data collection cutoff

EPA Report and Draft Allotments: mid-20277?
Washington State Department of Health | 54



ODW Approach

ODW Points of Contact
Chris P — State DWINSA Coordinator
Jocelyne G, Scott T, Scoftt K, Nicole/John F — core coordination

Additional representatives from ETS, Planning and Engineering
Teams (all hands on deck)

Update and Distribute Planners and Engineers Needs Survey Guide
Messaging and Outreach

Transmit Previous Surveys to Large Systems (June)
Establish Point of Contact and Initial Visit

Transmit Surveys to Systems and Schedule Meetings (??7?)

Follow Up (additional information and clarifications)
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Discussion and Questionse

Chris.pettit@doh.wa.gov
DWSRF Program Manager
564-233-1408




Discussion and Questionse
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