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1. Executive Summary

State Revolving Fund (SRF) financial assistance is delivered through two main forms: "funding"
(e.g. grants and principal forgiveness) and "financing" (loans with interest). While preferred by
municipalities and water systems, funding is more limited under the SRF programs, and most SRF
projects receive some amount of financing. The ability of many communities to accept an SRF

loan depends on if states can structure interest rates and loan terms to be repayable by these
communities. States must therefore make key policy decisions related to interest rates, loan terms,
and fees. In making these policy decisions, states must balance communities’ needs for affordable
financing with the need to ensure the long-term viability of the SRF programs. Therefore, financing
terms are critical to the accessibility, especially for under-resourced communities, of state SRF
programs.

This brief explores policy options, analyzes trends across the states, and highlights policies and
practices that states should consider when determining interest rate and other loan policies. Key
recommendations include:

1.1 Interest Rate Policies

- Evaluate Fixed vs. Market-Based Rates: Generally, market-based interest rates tied to bond
indices are preferred, especially for leveraged SRF programs, to ensure adequate repayment
and financial sustainability.

- Adopt Tiered or Formula-Based Rate Structures: States should adjust rate structures based
on borrower characteristics, such as offering lower rates for state-defined disadvantaged
communities (DACs) and high-priority projects.

1.2 Loan Term Policies

- Customize Loan Terms: Flexible loan terms that align with the repayment capacities of
underserved and overburdened communities can ease repayment burdens.

- Offer Shorter Loan Terms for Planning Loans: State SRF agencies should offer shorter loan
terms for planning and eligible projects that can be completed quickly, balancing program
longevity with community needs.

1.3 Loan Fee Policies

- Assess the Impact of Fees: Understand the significant impact of ongoing administrative fees
on total borrowing costs and consider minimizing these to alleviate financial burdens on
borrowers.

- Consider Flexible, Variable Fees: States should consider providing variable fees that depend
on specific conditions such as the type of project or applicant (e.g. providing reduced fees for
DACs).
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2. Introduction

The State Revolving Funds (SRFs) are the largest federal funding programs for water infrastructure,
serving as essential resources for financing local drinking water and wastewater projects across the
United States. The SRF programs have collectively channeled billions of dollars to states through
the Clean Water State Revolving Fund (CWSRF), established in 1987 under the Clean Water Act
(CWA), and the Drinking Water State Revolving Fund (DWSREF), created in 1996 by amendments

to the Safe Drinking Water Act (SDWA). Both programs are managed at the federal level by the U.S.
Environmental Protection Agency (EPA) but are implemented through state-run programs.

The 2021 Infrastructure Investment and Jobs Act (I1JA), also known as the Bipartisan Infrastructure
Law (BIL), significantly expanded the SRFs, infusing more than $43 billion over five years into these
programs. This funding aims to improve drinking water, wastewater, and stormwater infrastructure,
with specific allocations for lead service line replacement and addressing emerging contaminants in
drinking water.

Within the SRF programs, "financing" and "funding" represent distinct forms of financial assistance.
Funding provides financial support without repayment obligations, often through grants or
forgivable loans (generally referred to as principal forgiveness), aiding projects or entities that

lack the means to repay loans. Financing, on the other hand, involves borrowing money that must
be repaid with interest, serving as a critical mechanism for entities capable of and committed

to repaying loans over time. It is important to note that because SRF borrowers are typically
community water systems or municipalities, it is their customers—water ratepayers or municipal
taxpayers—who ultimately shoulder repayment of these loans. The SRFs therefore provide a crucial
financing mechanism for many communities by offering competitive loans at or below market
interest rates.

While some SRF programs, like the DWSRF and the CWSRF Emerging Contaminants (EC)
programs, offer up to 100 percent funding for certain projects, most projects receive an award that
includes at least some financing. This means that some portion of the project costs must be repaid
to the state SRF agency by the borrowing entity. This maintains the "revolving" nature of these
programs, which rely on distributing a portion of funds as loans rather than grants. While additional
forms of subsidization, such as principal forgiveness or grants, make up a smaller share of SRF
investments, the majority of assistance provided by SRFs continues to be in the form of loans.

Given that the vast majority of SRF projects receive at least some financing, it is crucial to
understand how interest rates and other loan terms impact project applicants. The ability of many
communities, including state-defined disadvantaged communities (DACs), to accept an SRF loan
depends on structuring interest rates and other loan policies in a way that’s repayable by these
communities. Historically, many communities have been hesitant to raise water rates, leading to
inadequate utility revenues and inability to issue debt, and SRF loans may not have been a viable
option for critical water infrastructure projects for communities with actual and perceived barriers
toincreasing debt, including communities that have reached their debt ceiling.
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However, multiple policy options are available to states to help structure loans so that communities
can repay them, making these financing policies critical to the ability of communities, especially
those that are small or under-resourced, to access state SRF resources. This brief aims to unpack
the policies around interest rates and other loan policies and provides recommendations and best
practices where available.

3. Purpose and Goals of the SRF Programs Require Financing
as well as Funding

Though SRF programs have evolved to include more grant funding over time, their initial purpose
was to primarily serve as financing tools. Still, a majority of SRF dollars provided under the
programs are distributed as loans.

There is an inherent tradeoff that states must make when balancing these two types of financial
opportunities. On one side there is the desire to increase the dollars available as grants and
forgivable loans to provide funding to communities that are unable to finance water infrastructure
projects. This approach, however, decreases the amount of SRF dollars available in future years

to spend on additional projects. On the other hand, maximizing the amount of loans increases

the amount of dollars for projects in future funding cycles, but reduces the amount of financial
assistance available as funding (i.e. grants or principal forgiveness), which is especially important for
communities that are unable to repay loans.

Federal regulations clarify that the purpose of the SRF programs is to ensure that each state’s
program is designed and operated to continue providing assistance for needed water infrastructure
projects in perpetuity.2? Many policy decisions must be made to ensure that funds do not run out
under the SRF programs but instead continue to provide for future water infrastructure needs.
While the central function of the SRFs is to provide funding and financing that makes water
infrastructure projects more affordable, particularly for communities that cannot invest in needed
infrastructure upgrades utilizing conventional forms of finance, the countervailing need to maintain
the revolving funds in perpetuity also influences the interest rates and other loan terms state offer
for SRF loans.

4. Interest Rate Policies

One of the biggest decisions a state SRF agency has to make regarding financing under the SRF
programs is how to structure interest rates and related policies through the program. These can
be broken down into the following questions:

- What interest rate structure does the state use (e.g., fixed or market rate)?

- What interest rate substructure (e.g., tiered, formula-based, or percentage) does the state
use?

- Does the state provide interest rate discounts for certain entities (e.g., state-defined DACs) or
projects (e.g., urgent need)?

140 CFR § 35.3500(a).
240 CFR § 35.3100(a).

©2025 Environmental Policy Innovation Center 5



Note that as states make these policy decisions, there are both practical and regulatory limits on
how much or how little state SRF agencies can charge for interest rates. On the upper end, states
are required to make loans at or below the market interest rate.® The goal of this requirement is to
provide more favorable financing than what communities can find elsewhere using other financing
methods, like the bond market.*

On the other side of the spectrum, there are parameters that states must follow that dictate how
low interest rates may be set. First, while some states may use general appropriations to provide
state matching dollars needed to draw down federal capitalization grants, other states may opt to
use general obligation or revenue bonds in order to put up matching funds. If a state elects to use
bond proceeds for the state match, they are required to repay interest on the bonds from interest
payments collected on SRF loans, which means that interest rates must be non-zero percent.
Second, states may leverage’ SRF programs by taking out additional bonds to further bolster the
SRF programé.

If a state decides to leverage their program in this manner, interest rates can't be zero percent

for all loans because the SRF needs to generate enough revenue to cover its own costs and meet

its debt obligations. Therefore, states must charge interest on loans for at least some portion of
the projects that receive financing from the SRF program, despite the desire by advocates and
communities to keep interest rates as close to zero percent as possible for all projects. SRF interest
rate structure, substructure, and decisions about which projects to provide additional discounts

to are therefore essential to maintaining a healthy debt coverage ratio and ensuring the financial
sustainability of the SRF program into the future. We discuss these policies below.

4.1 Interest Rate Structure

Generally speaking, there are two options available to states in how they can structure interest
rates. First, a state SRF agency may adopt a fixed interest rate structure where a base rate with no
explicit relationship with a bond market index or their state bond rate is utilized.

3See 40 CFR 35.3525(a) for the DWSRF; see also 40 CFR § 35.3120(a) for the CWSRF. 240 CFR § 35.3100(a).

“Note however that some communities might still prefer financing projects through municipal bonds over State Revolving Funds
(SRFs) due to the complexity and length of the SRF process, which involves a detailed pre-application phase and project scoring
period, without a guarantee of full project funding within a given year. Additionally, federal contracting requirements associated
with SRFs, such as Buy America Build America and the Davis-Bacon Act, can increase project costs, offsetting the benefits of lower
interest rates. In contrast, municipal bonds offer a simpler process without these federal requirements, potentially making them a
more cost-effective option.

>Note that the EPA has encouraged states not to use bonds to come up with matching funds. Since interest must be paid back to
investors, a portion of the money that could have been used for new water projects is instead being used to pay back the interest on
bonds. For more on this topic, see OFFICE OF INSPECTOR GENERAL. Catalyst for Improving the Environment. Audit Report: EPA’'s
Allowing States to Use Bonds to Meet Revolving Fund Match Requirements Reduces Funds Available for Water Projects. Report
No. 2007-P-00012. March 29, 2007, available at: https://1%january2017snapshot.epa.gov/sites/production/files/2015-11/docu-
ments/20070329-2007-p-00012.pdf.

¢See 40 CFR §35.3550(g)(3) for the DWSRF. See 40 CFR §35.3135(b)(2) for the CWSRF.

7Leveraging refers to the practice of using SRF capitalization grants as security (or the assurance or collateral provided to lenders
or bondholders to guarantee the repayment of the bond) for bonds the proceeds of which are deposited in the SRF as authorized in
42 USC §300j-12(2) for the DWSRF, and 33 USC §1383(d) for the CWSRF. Environmental Financial Advisory Board (EFAB), Relative
Benefits of Direct and Leveraged Loans in State Revolving Loan Fund (SRF) Programs (August 2008). Available at: https://nepis.epa.
gov/Exe/ZyPDF.cgi/P100AA7K.PDF?Dockey=P100AA7K.PDF.

8See 40 CFR § 35.3525(e) for DWSRF. See 40 CFR § 35.3120 for CWSRF.
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A fixed interest rate remains constant for the life of the loan, regardless of market fluctuations,
meaning that once set, it does not change. This structure provides stability and predictability by
saving borrowers from potential market rate increases. However, it could potentially harm the
long-term sustainability of the state’s SRF program if market rates increase and could end up
costing borrowers more in the long run if interest rates decrease.

Alternatively, the state SRF agency may adopt a market rate structure where either a state bond
issuance rate for a prescribed fiscal period or one of multiple industry-standard bond market
indices are utilized as a rate benchmark. Examples of market rate benchmarks include: Bond
Buyer’s Municipal Bond Index; AAA Municipal Market Data (MMD) Rate; and State Treasury
Rates. Under this type of structure, rates are adjusted periodically based on changes in the
benchmark rate. These rate structures are more volatile, fluctuate with the market, and make long-
term financial planning challenging for borrowers. However, they are generally competitive and
reflective of current market conditions, potentially resulting in lower initial rates when the market
is favorable.

©2025 Environmental Policy Innovation Center 7



4.2 Interest Rate Substructure

Within the two broad interest rate structure categories described above, multiple substructures exist to further describe how the state
SRF agency administers its rate basis. The following substructures describe both fixed and market interest rate structures.

Fixed Fixed and Market Market
Substructure Definition Substructure Definition Substructure Definition
Establishes a mathematical Some SRFs stipulate a
Aloan where the interest equation that utilizes various standard percentage
True Fixed rate remains constant for Formula statistics and other data from Percentage discount from a market rate
the entire term of the loan the borrowing locality as inputs determined by borrower
to determine a final rate and project characteristics

Rate discounts are based
upon loan term length, locality
median household income, or
other statistical measures

Some SRF programs that retain
a fair degree of administrative
Variable flexibility and discretion in
establishing the final rate with
no explicit terms

Tiered

Table 1: Interest Rate Structures
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4.3 Discounts for State-Defined Disadvantaged Communities and
Certain Projects

In addition to developing an interest rate structure and substructure, state SRF agencies can decide
to give additional interest rate discounts to state-defined DACs or to certain types of projects.
While states still must balance the longevity of the SRF program with the need to provide suitable
rates for applicants, the need to provide favorable interest rates is even stronger for communities
who cannot afford to take on much debt. Further, the state SRF agencies may want to incentivize
certain types of projects through interest rate discounts.

4.4 What are States Doing?

States employ a mix of fixed, variable, tiered, and formula-based rate structures, with various
substructures for both DWSRF and CWSRF programs. The choice of structure and substructure
often depends on the state’s financial strategies and the characteristics of the borrowers. In
addition, we see the following trends across states:

Fixed
Variable
Tiered
Formula
g Fixed
o}
k3]
2
g Market
3
%)
8
&  Variable
Tiered
Percentage
i ’ : Image 1:
Formula | - - | Distribution of
| J DWSRF and CWSRF
. . o Programs by Rate
Structure’
Number of States

?Jake Adams, Variation in Borrowing Costs Between Different States’ Drinking Water and Clean Water State Revolving Fund Pro-

grams, Environmental Policy and Innovation Center, available at: https://www.policyinnovation.org/blog/srf-borrowing-costs.
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- Rate Structure: The most commonly used interest rate structure is a market-based approach,
with two-thirds of states adopting this structure. Within market-based structures, a
percentage-based substructure is typically used.

- Lowest and Highest Rates: Rates vary significantly, with some states offering as low as zero
percent interest (e.g. Vermont), and others charging 3.5 percent for thirty-year terms (e.g.
Arkansas) or up to 4 percent for for-profit systems (e.g. New Mexico).

- Rate substructure: As noted above, while the most commonly used interest rate structureis a
market-based approach, the most commonly used rate substructure is one that’s percentage-
based. Meanwhile, under the fixed approaches, true fixed, tiered, and formula-based
substructures are almost evenly tied for the most popular substructure.

- State-Defined Disadvantaged Communities'® and Prioritized Projects: Both DWSRF and
CWSREF programs provide significantly lower rates for state-defined DACs.

Approximately 20 states explicitly provide discounted interest rates for state-defined DACs under
the DWSRF, while 22 states have similar discounts for state-defined DACs under the CWSRF. For
example, Michigan offers a tiered system for DWSRF with rates as low as 1 percent for significantly
overburdened communities and a similar structure is seen in their CWSRF program. Similarly,
states often provide rate reductions for projects that address specific needs such as lead service
line replacement, green infrastructure, and projects that address urgent public health needs. For
instance, Indiana provides an additional interest rate discount of 0.5 percent for projects that
receive funding under the Green Project Reserve and those that have nonpoint source project
features.

See Appendix A to see which states adopted a market or a fixed rate structure, and the resulting
interest rate amounts.

4.5 Interest Rate Policy Considerations and Recommendations
As states develop policies around interest rates, we recommend considering the following:

- Ensure Transparency: States should clearly communicate how their interest rate structure is
determined and provide borrowers with important information that will help aid long-term
planning associated with their borrowing.

- Evaluate Fixed vs. Market-Based Rates: Generally speaking, market-based approaches are
preferred to fixed rate structures, especially where SRF funds are heavily leveraged. In these
cases, if interest rates don’t respond to market conditions, the state’s SRF programs may not
be able to adequately repay debt obligations. States may set a market-based interest rate
based on a municipal market yield curve or a bond index, both of which are commonly used
to assess bond rates. However, states should evaluate whether fixed rate approaches might
better serve borrowers, especially in times of rising market rates, as opposed to rates tied to
fluctuating bond markets.

For more information on zero percent interest rates under the Lead Service Line Replacement program, see our blog.
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- Adopt Tiered of Formula-Based Rate Structures: States should consider adopting tiered or
formula-based rate structures that adjust based on borrower and project characteristics to
provide more tailored financial support.

° Eligibility for favorable interest rates: Under a tiered interest rate structure, the state
should consider providing favorable interest rates to state-defined DACs and urgent or
high-priority projects. This approach provides further opportunity for applicants that
have significant financial burdens to be able to access SRF financing and incentivizes
investments in essential projects. Examples of projects that the state may want to
provide favorable interest rates to include: urgent need projects, projects in rural areas,
loans for preparation of asset management plans, green projects, and more.

° Note that where the state SRF agency leverages SRF funds, higher tiers of interest
can be utilized for projects using leveraged money. Examples of states that utilize
this approach include New York, Ohio, and Texas. This flexible approach allows some
projects to have a larger discount interest rate while ensuring projects that benefit from
leveraged funds can repay the debt burden taken on by the state to provide additional
loans made possible through leveraging. Importantly, it appears that states which very
actively leverage their SRFs also provide zero percent interest for state-defined DACs,
meaning they are able to provide more loan financing overall while also providing deeper
interest rate discounts for all DACs.!!

° State SRF agencies should also consider providing different interest rates for
equivalency vs. non-equivalency projects. Equivalency projects are those that meet all
federal requirements such as environmental reviews, Davis-Bacon wage rules, American
Iron and Steel provisions, and other federal procurement and contracting standards.

In contrast, non-equivalency projects must only meet federal anti-discrimination,
super-crosscutter requirements. States may want to consider lower interest rates for
equivalency projects, as meeting crosscutter requirements often increases project
costs.

- Conduct Periodic Reviews: Regularly review interest rate policies and fee structures
to ensure they remain effective and fair in changing economic conditions and adhere to
programmatic goals for program longevity.

- Take Input From Stakeholders Into Consideration: Consider input from comments received
during the IUP process and other engagements with key stakeholders, including municipal
entities, utilities, and communities to understand their needs and challenges and adjust SRF
policies accordingly to improve water infrastructure affordability and accessibility of the
SRFs.

“While we currently only have anecdotal observations at this time from a few states that leverage their programs and provide
0% interest rates, a comprehensive analysis on this could uncover the underlying principals, policies, and market exigencies
that drive these patterns.
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5. Loan Term Policies

In addition to interest rate policies, loan terms—the duration over which the loan will be repaid—
are critical factors that determine the attractiveness of aloan to potential applicants. Longer loan
terms can often make repayments more manageable by spreading them over an extended period,
which can be especially beneficial for state-defined DACs or other communities that may struggle
to repay loans in a shorter time period.

For the DWSRF, the maximum loan amortization period is up to 30 years for any eligible recipient.'?
However, for state-defined DACs, this period can extend to 40 years or the design life of the
project, whichever is shorter.*® In contrast, the CWSRF has a loan term limit of up to 30 years or the
useful life of the project, whichever is shorter.!* Note that certain states, like Indiana, New Jersey
and Ohio provide extended loan terms past 30 years under the CWSRF-which has been obtained
through EPA approval to go beyond the 30 year loan term.

5.1 What are States Doing?

Generally, states provide loan term lengths up to 20-40 years for the DWSRF and 20-30 years for
the CWSRF, with state-defined DACs typically eligible for longer terms.

Under the DWSREF, we see the following trends

- 20-year term: 22 states offer up to a 20-year term, with four of these states (Massachusetts,
Rhode Island, Tennessee, and Washington) offering this as the longest term for any applicant
regardless of DAC status or any other special condition of the applicant.

- 30-year term: 37 states explicitly offer up to 30-year terms, with a majority of these states
(24) offering up to 30-year terms for any applicant regardless of DAC status or any other
special condition of the applicant.

- Over 30-year term: 19 states provide options for loan terms over 30-years (one state with a
35-year term and 18 states with 40-year term options), with only a handful offer this option
for non-DACs (i.e. Georgia, Kansas, and Michigan).

Under the CWSRF, we see the following trends
- 20-year term: 22 states use a 20-year term as their standard option for CWSRF loans, with

many offering extended terms for state-defined DACs and other special conditions.

- 30-year term: Most states (41) provide up to 30-year loan terms, with 32 states offering
these terms for any applicant regardless of DAC status or any other special condition of the
applicant.

1242 U.S.C. §300j-12(f).
13 ]d.
1433 U.5.C.§1383(d).

©2025 Environmental Policy Innovation Center 12



- Over 30-year term: Only three states (Indiana, New Jersey and Ohio) offer over 30-year
terms, reflecting its rarity and the additional criteria required for such an extended loan
period. Additionally, New Jersey occasionally extends loan terms up to 45 years for specific
longer-lived projects like Combined Sewer Overflow (CSO) mitigation projects.

In addition to these standard term durations and extended durations for state-defined DACs, some
states provide shorter loan-term options for specific types of projects. Examples include:

- DWSRF:

° At least four states (i.e. California, Kentucky, Massachusetts, and Washington) offer up
to five or ten-year term options for certain pre-construction projects, such as planning,
asset management, and design projects.

- CWSREF:

° Three states (i.e., Nebraska, Ohio, and South Dakota) offer up to five or ten-year term
options for certain projects, such as planning, asset management, interim financing, and
design projects.

Appendix B shows each state and the loan term lengths provided under the DWSRF and CWSRF.

5.2 Loan Term Considerations and Recommendations

As state SRF agencies consider how to structure loan term policies in their SRF programs, we
provide the following considerations and recommendations:

- Customize Loan Terms: States SRF agencies should utilize the flexibility of SRF programs
to customize loan terms that align with the repayment capacities of underserved and
overburdened communities.

- Offer Shorter Loan Terms for Planning Loans: In order to balance the needs of the state
to maintain the longevity of the SRF program and to help communities plan for water
infrastructure projects, state SRF agencies should consider flexible loan terms for planning
and other eligible projects that can be completed in a shorter timespan.

- Consider Loan Term Length and Interest Rates: States should consider how extended
loan term lengths might not be wholly beneficial if, for example, interest rates are not also
discounted for state-defined DACs, as longer loan term lengths could result in communities
paying more over the duration of the loan. States should consider decreasing interest rates
for longer-term disadvantaged borrowers where possible.

6. Loan Fee Policies

In contrast to interest rates, loan fees are intended to cover the actual administrative costs of loan
origination and closing or to support specific programs offered through the SRF and other eligible
uses of funds.
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These fees are typically charged either as a percentage of the principal at closing or are
incorporated into the interest rate as an annual administrative fee. Based on the data analyzed,
ongoing fees included in the annual rate have a significantly greater impact on borrowers’ total
costs than fees charged as a flat percentage of the principal at closing.*®

States also vary in their use of these fees: some apply them to cover annual administrative
expenses, while others establish reserve funds, earmarking them for future SRF-eligible programs
or initiatives. Additionally, some states use a portion of the funds as program revenue, creating a
source of capital for future loans.

It is important to note that even when interest rates are kept low to make loans more attractive,
fees might still be necessary to ensure the ongoing management and operation of the program.
However, states must make sure to balance interest rate and fees with keeping SRF loans
affordable for borrowers. This balance helps maintain the financial health and sustainability of the
SRF programs while providing essential support to communities for water infrastructure projects.

6.1 What are States Doing?

Across states, there is considerable variability in the types and amounts of fees assessed under
SRF programs. Some states explicitly describe the types of fees they assess, such as administrative
or origination fees, while others only specify how the fee is calculated, such as a percentage of the
outstanding balance (e.g. 2 percent). On the other hand, some states (e.g. Alabama) provide no
information about loan fees at all.

Under both the DWSRF and CWSRF, we see the following trends:

- Annual fees are most commonly used, with 23 states (46 percent) under the DWSRF and 33
states (66 percent) under the CWSRF utilizing annual fees.

° Two states under both the DWSRF (Kentucky and Louisiana) and CWSRF (Hawaii and
Kentucky) require payment of fees on a semi-annual basis.

- One-time fees are the next most commonly utilized fee type, with 8 states (16 percent) under
the DWSRF and 9 states (18 percent) under the CWSRF utilizing one-time fees.

- A handful of states under the DWSRF utilize both annual and one time fees, with 5 states (10
percent) utilizing both fee types under their program. Meanwhile, only one state (lowa) under
the CWSRF utilizes both a one-time and semi-annual fee.

- Several states do not utilize fees, representing 10 percent of states under the DWSRF and 6
percent of states under the CWSRF or may be as little as 0.08 percent (e.g. Tennessee).

15Jake Adams, Variation in Borrowing Costs Between Different States’ Drinking Water and Clean Water State Revolving Fund
Programs, Environmental Policy and Innovation Center. Available at: https://www.policyinnovation.org/blog/srf-borrow-
ing-costs.
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- Other states have high fees, like Mississippi—which charges up to 5 percent of the initial loan
principal or the total amount of interest over the life of the loan—or Maine—which has a one-
time, 1 percent project management fee on principal and up to 5 percent administrative fee
under the DWSREF, and a 3.5 percent administration fee and 1.5 percent fee charged by state
Bond Bank under the CWSRF.

- Several states do not provide information about fees, including 5 states (10 percent) under
the DWSRF and 2 states (4 percent) under the CWSRF.

Some special cases include:

- The Hawaii DWSRF program assesses different fees for municipal and programmatic
financing projects (1.5 percent) versus private projects (up to $1,000 flat fee).

- Nebraska has a reduced rate for planning loans (.5 percent) versus construction loans (1
percent).

- The Indiana DWSRF and CWSRF programs do not use a percentage rate for loan fees, instead
opting for a flat fee of $1,000 for closing.

- Some states like Delaware explicitly state that fee waivers may be possible.
See Appendix C for a list of the fees assessed by each state DWSRF and CWSRF program.
6.2 Loan Fee Policy Considerations and Recommendations

The following considerations and recommendations can help guide state SRF agencies when
determining loan fee policies:

- Ensure Transparent Fee Structures: Ensure transparency in how fees are structured and
utilized, with clear communication to borrowers, such as the total cost implications and
whether the fee is assessed on an ongoing annual basis or paid once. Some states collect loan
fees to cover administrative costs but then build up surpluses of unspent fee revenues over
the years. Where this is happening, states should consider reducing fees to ensure economic
burden on borrowers is kept to a minimum.

- Assess the Impact of Fees: Understand the significant impact of ongoing administrative fees
on total borrowing costs, and consider minimizing the fees to alleviate financial burdens on
borrowers, particularly those that are under-resourced.

- Consider How The State Can Utilize Administrative Set-Asides to Reduce Loan Fees:
Generally, we see the states that offer low or no fees are accounting for their program costs
either through interest rates or their administrative set-aside. These can accrue over the
years and can result in significant reserve funds available to offset the need for fees. If a state
is not utilizing the full set-aside for administrative fees, it should consider these set-asides as
away to reduce burden on borrowers.
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- Consider Flexible, Variable Fees: States should consider providing variable fees that
depend on specific conditions such as the type of project or applicant. For example, New
York assesses variable administrative fees depending on the financing tier for both DWSRF
and CWSRF, and Vermont provides a 1.5 percent reduction in administrative fees for state-
defined DACs.

- Consider the Tradeoff Between Interest Rates and Loan Fees: There is a practical limit to
how much states can charge borrowers before those borrowers seek alternative financing
options. On top of interest rates, fees increase the cost of loans. Therefore, to support the
aim of the SRF program to provide affordable financing, states should always be striving to
keep fees to the minimum necessary to sustain a viable program. However, since loan fees
do not support growth of the program, states should consider the proportion of interest rate
versus fees, since reducing the interest rate on a loan to accommodate a fee diminishes the
program's future funding capacity if the fee is not directly allocated for program purposes.

7. Conclusion

In conclusion, the SRF programs play a pivotal role in financing essential water infrastructure
projects across the United States. These programs, bolstered by the recent infusion of funds from
the I1JA, offer a combination of funding and financing options to support a wide range of projects.
The balance between grants and loans, along with the structure and terms of these loans, is crucial
to ensuring the sustainability and accessibility of the SRFs.

The diverse approaches to interest rate policies, loan terms, and fee structures across states reflect
the flexibility and adaptability of the SRF programs. States employ various approaches to these
policy decisions to cater to the specific needs and capacities of different communities. This diversity
allows for tailored financial support, particularly for state-defined DACs that might struggle with
higher interest rates or rigid loan terms. The success of these programs hinges on the thoughtful
consideration of interest rate policies, loan terms, and fee structures, ultimately contributing to the
long-term health and viability of the nation's water systems.

1670 FR 61039, providing guidance on fees charged under the CWSRF, available at: https://www.federalregister.gov/docu-
ments/2005/10/20/05-21014/guidance-on-fees-charged-by-states-to-recipients-of-clean-water-state-revolving-fund-pro-
gram
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Appendix A: DWSRF and CWSRF Interest Rate Structures and Rates by State as of Spring 2024

Rate

Benchmark

Rate Type

Rate Structure

1-1.5% lower than prevailing

Rate

Benchmark

Rate Type

Rate Structure

1-1.5% lower than prevail-

Alabama Market Rate Variable muni bond rate for 'AAA' rated | Market Rate Variable ing muni bond rate for 'AAA'
localities rated localities
Bond Buyer's Municipal
Bond Buyer's Municipal Bond Bond Index - Bond rate less
Index - Bond rate less than 4%: than 4%: 0.5% for <1-year,
0.5% for <1-year, 1% 1-5-year, 1% 1-5-year, 1.5% 6-20-
1.5% 6-20-year, 2% 20-30- year, 2% 20-30-year; Bond
year; Bond rate greater than rate greater than 4%: 0.5%
Alaska Market Rate Formula 4%: 0.5% <1-year, 1% + (0.5 x Market Rate Formula <1-year, 1%+ (0.5 x (bond
(bond rate - 4)) for 1-5-year, rate - 4)) for 1-5-year, 1.5%
1.5% + (0.625 x (bond rate -4)) +(0.625 x (bond rate -4))
for 6-20-year, 2% + (0.75 x for 6-20-year, 2% + (0.75 x
(bond rate - 4)) for 20-30-year (bond rate - 4)) for 20-30-
year
Formula to determine rate: Formula to determine rate:
Combined Interest and Fee Combined Interest and
Arizona Market Rate Formula Rate (CIFR) - Fee (1.5% gov- Market Rate Formula Fee Rate (CIFR; 70-95%
ernmental, 3% non-govern- of tax-exempt AAA MMD
mental) = rate rate) - Fee (1.5%) = rate
Random, 0% for 10-year,
Arkansas Fixed Rate Tiered 2.5% for 10-year, 3% for 20- Fixed Rate Tiered 0.75% for 20-year, 1.25%
year, 3.5% for 30-year ¢ -
or thirty-year
50% of rate obtained by
State Treasurer for Califor-
50% of CA average GO bond nia's most recent GO bond
California Market Rate Percent rate for previous calendar Market Rate Percent sale; 25 basis point (.25%)

year

reduction to standard rate
for 20-year or less financing
term
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Rate
Benchmark

Rate Type Rate Structure

70% market rate of AAA-rated
drinking water revenue bonds

Rate
Benchmark

Rate Type

Rate Structure

Loans greater than $3M:
80% of CWRPDA AAA
rated municipal bonds for
leveraged loan program, 3%

residential user rates)

Colorado Market Rate Percent sl oy e e e A e Market Rate Variable for 20-year, 3.25% for 30-
ity year; loans less than $3M:
1-2.25% for DACs depend-
ing on qualifications
An eligible drinking water
project shall bear an interest
rate not exceeding one-half
the rate of the average net
interest cost as determined 2% fixed interest as defined
Connecticut Market Rate Variable by the last previous similar Fixed Rate Fixed by Connecticut General
bond issue by the state of Statute
Connecticut as determined by
the State Bond Commission"
Connecticut General Statute
22a-478
o 1% fixed interest; lower
1% per annum (lower rates ¢ ilable based on
Delaware Fixed Rate Fixed available based on projected | Fixed Rate Fixed rates avatiabie

projected residential user
rates as percentage of MHI
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Rate
Benchmark

Rate Type Rate Structure

Percentage of weekly average
yield in Bond Buyer 20-Bond

Rate
Benchmark

Rate Type

Rate Structure

"The CWSRF financing rate
is determined using the
Bond Buyer 20-Bond GO
Index average market rate
for the full weeks occurring
during the three months in

2.75%; rates established un-
less market rates are lower

Florida Market Rate Formula GO Index; Median Household | Market Rate Formula the preceding fiscal quarter
Income variable in formula to and applying that average
determine rate rate to a formula which also

uses the affordability index
and population served or to
be served as variables in the
calculation."
True interest cost (TIC) of 2.63% market benchmark
. state's general obligation bond (true interest cost of state's

Georgia et e SRR issue, 50% below benchmark MRl PRI GO bond issue); rates 0.5%
rate below benchmark
Municipal project-based:

.65%; Programmatic Financ-
Hawaii Fixed Rate Tiered ing: .25%,; Private Systems: Market Rate Variable .25% annual interest rate
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Rate Rate
T o Rate Type Rate Structure ——

Rate Type Rate Structure

Ceiling rate of 2.5%, floor
of 1.5% for 20-year loans;
. . Ceiling rate 2%, floor rate . . ceiling of 2.75%, floor of
Idaho Fixed Rate Variable 125% Fixed Rate Variable 757 oy S0 eais:
DACs may qualify for rates
below 1.5%
Base rate equals 50% of
1/2 the mean interest rate of average 20 GO Bond Buyer
the 20 GO Bond Buyer Index Index for preceding fiscal
.. . . from July 1 to June 30 in pre- year; small communities
i i s ceding state fiscal year; small Mt Retie FEITECNL eligible for 25% reduction
and hardship communities from base rate; hardship
qualify for lower fixed rates loans eligible for fixed 1%
rate
Rates at or below 90% of Base Interest Rate equal
average 20-year AAArated to 90% of daily average
GO bond municipal market 20-year AAA GO Municipal
data; further discounts for Market Data (MMD) index
applicant's median household for most recent calendar
Indiana Market Rate Percent income and local user rates; Market Rate Percent month; rates reset in Janu-
additional discount of .5% if ary, April, July, and October;
Green Project Reserve or non- further discounts available
point source project features; based upon Median House-
reduction to 0% for qualifying hold Income (MHI) and
lead line projects projected user rates

YInformation is provided in the next section for Kentucky’s methodology for MHI determination. 1. The standard rate is applied when the MHI is equal to or above the Kentucky MHI of
$48,392. 2. The first non-standard rate is applied for the following reasons: a. When the MHI is greater than 80% but less than the Kentucky MHI; b. Projects that meet the definition for
regionalization; or c. Projects necessary for compliance with an Agreed Order or Consent Decree. 3. The second non-standard rate is applied when the MHI is equal to or below 80% of
the Kentucky MHI. This rate is also known as the Disadvantaged Community Rate (DCR). a. Projects that qualify for the DCR are eligible for principal forgiveness consideration for and
may request a loan amortization up to 30 years or the life expectancy of the facilities being financed.

©2025 Environmental Policy Innovation Center 21



lowa

Rate
Benchmark

Fixed Rate

Rate Type

Tiered

Rate Structure

0% interest for planning and
design loans (max 3 year
terms); 1.75% for standard
and DAC loans (up to 30
years); 2.75% for non-DAC
extended loans (up to 30

years) and taxable loans (up to

20 years)

Rate
Benchmark

Fixed Rate

Rate Type Rate Structure

Tiered

0% rates for planning and
design loans; 1.75% for
standard 20-year term tax
exempt, 3.53% for taxable;
2.75% for extended term
(21-30 years) tax exempt,
4.53% for taxable

Kansas

Market Rate

Percent

60-80% of previous three
months' average of Bond
Buyers 20 Year GO Index: up

to 20 years - 60%, 20-30 years

- 70%, 30-40 years - 80%

Market Rate

Percent

Gross interest rate (interest
plus fee) equal to 60% of
previous three months' av-
erage Bond Buyers 20-year
GO Index

Kentucky

Market Rate

Tiered

Tiered system based on 20
Bond GO Index; 2.5% stan-
dard rate for applicants with
Median Household Income
of >$46,535; 1.5% non-stan-
dard rate for MHI $37,227-
$46,534; .5% non-standard
rate for DACs with MHI <
$37,228; flat 2.5% rate for all
planning and design loans

Market Rate

Formula

Rates are based on pre-
vailing market conditions
with the 20 Bond General
Obligation Index as a refer-
ence rate. Kentucky has one
standard interest rate and
two non-standard inter-
est rates for the CWSRF
program primarily depen-
dent upon the community’s
Median Household Income
(MHI).Y7

Louisiana

Market Rate

Variable

Rates from 0% to market;
currently 2.45% and set by

Secretary of Louisiana Dept of

Health

Fixed Rate

Fixed

0.95% fixed rate; lower
rates or additional subsi-
dization (principal forgive-
ness) available for green
infrastructure projects
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Rate
Benchmark

Rate Type Rate Structure

Loans eligible for up to 200
BP (2%) subsidy below MMBB

Rate
Benchmark

Rate Type Rate Structure

Rates set at two-thirds of
the one-year AAA munici-

significantly overburdened;
40-year DAC loan: 2% over-
burdened, 1% significantly
overburdened

W Vet Vaitelole cost of tax-exempt funds with Vet PEEE: pal tax exempt rate or 1%,
floor rate of 1% whichever is higher
Standard rate = 50% of Rates based on average of
market; DAC rate = 25% of Bond Buyer 11-Bond Index
Maryland Market Rate Percent market; market benchmark is Market Rate Percent for month prior to closing;
average of Bond Buyer 11- Standard rate ranges from
Bond Index for month preced- 0.7% to 1.6%; DAC rate
ing loan closing from 0.3%-0.8%
2% standard rate; some eligi- 2% fixed rate; some lower
Massachusetts Fixed Rate Fixed ble projects for PFAS remedia- | Fixed Rate Fixed rates available for specific
tion at 0% projects
20-year loan: 2.50%, 2% over- Annual fixed interest rate
burdened, 1% significantly based upon demand, mar-
overburdened; 30-year loan: ket conditions, program
(o) O, (o) 1
el Fixed Rate Tiered 2.75%, 2% overburdened, 1% Fixed Rate Tiered costs, and future project

needs; current 20-year
rate 1.875%; 30-year rate
2.125%; 30-year DAC rate
1.875%

©2025 Environmental Policy Innovation Center

23




Rate
Benchmark

Rate Type Rate Structure

At or below market rates (in-

Rate
Benchmark

Rate Type

Rate Structure

Rates determined by mar-
ket rate index or state pub-
lic facilities authority (PFA)
bond market rate (which-

states 2.5% fixed rate

Minnesota Market Rate Variable cluding 0% interest for some | Market Rate Variable ever is higher) less a 1.0%
loans) discount; borrowers with
service area population
below 2,500 may receive
additional discounts
Lesser of 1.95% or 20-year 0.8% annual fixed interest
e . AAA tax-exempt revenue . . rate for 20-year term; 1.8%
Mississippi Market Rate Formula serdl k] o e by - Fixed Rate Tiered SR e (o ST
bonds, Inc. term
O,
Bond Buyers 25-Revenue gateez(s:’;’Sb-eng\\/AéES:gon d
Missouri Market Rate Percent Bond Index on 30-year reve- Market Rate Percent Y .
. Index published the week
nue bond yield )
before closing
2.5% fixed rate for SFY23
Rates published by project (set annually); 1.75% rate
Montana Fixed Rate Fixed priority list in IUP; webpage Fixed rate Fixed for interim financing loans

(shorter of construction
period or three years)
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Rate
Benchmark

Rate Type Rate Structure

1/3 average of 10- and 30-
year municipal bond rates;

Rate

Benchmark

Rate Type

Rate Structure

Rates set at one-third the
average of the 10- and

interest free; Base Inves-

tor-Owned, 25% interest free;
rate benchmark is [-Bank AAA

market bond funds

Nebraska Market Rate Formula . . Market Rate Percent 30-year Municipal Bond
rate reductions available
. . . rates at the start of each
for eligible projects
quarter
No Q|rect loans -.|nd|V|duaI EEEE spalheie A e
applicants must issue bonds . .
: ) o quired to issue a bond pur-
via State Treasurer; 62.5% of
chased by State Treasurer;
Bond Buyer market rate for : o
e e e FEfTENE rates typically 62.5% of 20-
Nevada Market Rate Percent ’ Market Rate Percent year Bond Buyer Index for
loans rate equal to rate of N
20-year loans, 62.5% plus
current MMD AAA curve plus .
difference between 20-year
25 BP; some short-term loans
. . MMD and 30-year AAA
may qualify for special rate at
curve for 30-year loans
or below market
.7925% 5-year loan; 1.585%
10-year loan; 2.3775% 15- Rates based on 11 GO Bond
year loan; 2.536% 20-year Index; 2% for 5- to 10-year
New Hampshire Fixed Rate Tiered loan; 2.536% 30-year loan Market Rate Tiered term, 2.3775% for 15-year
(DACs only); rates fixed an- term, 2.5360% for 20- to
nually using 11-Bond Index 30-year term
published by The Bond Buyer
Three loan rate tiers: Afford-
ability (DACs), 75% minimum
forgivances Base Public, 50% Base CWSRF rate - 50% of
New Jersey Market Rate Tiered & ’ 257 | Market Rate Percent I-Bank AAA Market Inter-

est Rate
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Rate Rate
S — Rate Type Rate Structure O —

Rate Type Rate Structure

Rate tiers fixed annually;
0% for public entities
with per capitaincome

.01% public systems rate, (PCI) below 75% of
New Mexico Fixed Rate Fixed 3% non-profit, 4% for-profit | Fixed Rate Tiered statewide average, 0.5%
systems; 0% rate for DACs for public entities with

PCl equal to or less than
state, 1% for PCl greater
than statewide

Rates tiers: short-term
subsidized financing, inter-
est-free for half of eligible
project costs and mar-
ket-rate for balance; short-
term market-rate financing,
MMD AAA scale 1-year
plus issuance costs; short/
Market Rate Tiered long-term hardship financ-
ing, interest free; long-term
market-rate financing,
market rates based on state
Environmental Finance
Corporation (EFC) bond
rating; long-term subsi-
dized financing, 50% of EFC
bond rating

Based upon terms of NY En-
vironmental Facilities Cor-
poration (EFC) issued bonds;
current rate as of publication
2.44%; some subsidies avail-
able; 0% interest available for
hardship loans according to

policy

New York Market Rate Variable
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Rate
Benchmark

Rate Type Rate Structure

1/2 Bond Buyer's 20-Bond

Rate
Benchmark

Rate Type

Rate Structure

Base CWSREF interest rate
one-half of the Bond Buy-

dard rate based on tiered sys-
tem: small systems .5% below
standard; DACs 0%; planning/
design 0%;

North Carolina Market Rate Formula . Market Rate Percent er's 20-Bond Index; target-
index . .
ed discounts available for
DACs down to 0%
North Dakota Fixed Rate Fixed 1.5% fixed rate Fixed Rate Fixed Fixed rate of 1.5%
Standard rate calculated . .
. Design and Planning loans
monthly using average of Mu- .
.. with term of five years or
nicipal Market Data (MMD) o i
. . less, 0% interest; standard
Index and adding 30 basis rate based on MMD Index:
Ohio Market Rate Tiered points, discounts from stan- Market Rate Tiered ’

small communities stan-
dard rate to 0.5%; hardship
community tier 1, 0%; hard-
ship community tier 2, 1%

8The figures used for unemployment rate comparison are the rates from the previous calendar year as reported by the Pennsylvania Department of Labor and In-
dustry. For projects that serve multiple counties, the highest unemployment rate of the counties involved shall be used. For projects located within municipalities for
which unemployment rates exist which would qualify the project for lower interest rates than if the relevant county unemployment rate were used, the unemployment
rate of that municipality may be used in determining the interest rate of the loan. If the county unemployment rate exceeds the statewide average unemployment rate
by 40% or more, the maximum interest rate allowable for projects in that county is 1% for the first five years of the term, and 25% of the interest rate the Common-
wealth must pay for the bonds it has issued to finance the program for the remainder of the term; some supplemental grant available for financially distressed commu-

nities.
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Rate Rate Type Rate Structure Rate

Rate Type Rate Structure

Benchmark Benchmark
O,
70% of MMD AAA scale spot Rn a!te! SR 0) I:/IMD
rates plus .4-.76% to account SEL Pl DAt T
Oklahoma Market Rate Percent L . Market Rate Percent 0.76% to account for rate
for rate risk depending on loan .
risk for shortest to longest
term .
maturities
Rates based on average
20-year municipal bond
Base rate = 80% of previous rate published by Federal
quarterly municipal Bond Reserve; 30-year terms
Oregon Market Rate Percent Buyer 20 Index; DACs eligible | Market Rate Tiered subject to rate premium
for sliding scale rate between based on demographics;
base and 1% shorter terms have lower
rates; rates updated quar-
terly
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Pennsylvania

Rate
Benchmark

Market Rate

Rate Type

Formula

Rate Structure

Minimum rate 1%, maximum
calculated by comparing
unemployment rate of appli-
cant's county to statewide
average; if county unemploy-
ment rate > state average by
40% or more, maximum rate
is 1% for first five years of
term and 25% of state's rate
for bonds issued to finance
program for remainder of loan
term; if county rate > state
average by less than 40%, max
rate is 30% of state bond rate
for first five years and 60% for
remainder of term; if county
rate < state average, max rate
60% state bond rate for first
five years and 75% for remain-
der of term

Rate
Benchmark

Fixed Rate

Rate Type Rate Structure

Formula

Minimum rate set at 1%;
Maximum interest rates are
determined by comparing
the unemployment rate

of the county in which the
project is located to the
statewide average unem-
ployment rate.'®

Rhode Island

Market Rate

Percent

1/4 off individual borrower's
market rate, determined by
financial advisors of applicant
and Rhode Island Infrastruc-
ture Bank

Market Rate

Percent

Interest is subsidized at
66% (33% below) the
state's borrowing rate
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Rate
Benchmark

Rate Type Rate Structure

1.4% standard rate, 1.2% small
system rate, 1.2% green rate
(meeting EPA Green criteria);

Rate
Benchmark

Rate Type

Rate Structure

Standard rate of 1.4%; 1.2%
small system rate based
upon qualifying criteria;
1.2% green infrastructure

Bond Buyer Indices and MMD
GO Yields

South Carolina Fixed Rate Tiered . L. . Fixed Rate Tiered rate; 50 basis points (0.5%)
certain basis point reductions
. . added for 30-year loan
available depending on loan
term terms; terms below 15
years reduced by 20 to 40
basis points (0.2-0.4%)
Base rate of 2.5% to 3%
depending on loan term; DAC
rate of 1.75%-2.75% for 10- to REUES SRS O MET S e
tiered based upon loan
30-year term based on MHI; term and tvoe of financin
South Dakota Market Rate Tiered 0% rate available for DACs Market Rate Tiered . . yp g
. o (interim, base, and nonpoint
with MHI less than 60% of . .
state average; market bench- salrceincentive), rates
.’ . from 1.75% to 3%
mark according to bond rating
indexes
Rates based on market
index assigned using Ability
Based on applicant's Ability to Pay Index (ATPI); market
benchmarks are Bond Buy-
to Pay Index and Market Rate er and Municipal Market
Tennessee Market Rate Formula (variable from 40-100% of Market Rate Formula P

Data GO Yields, generally
40-100% of market after
ATPI formula is applied
based on income and demo-
graphic factors
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Rate
Benchmark

Rate Type Rate Structure

30-35% reduction (65-70%) of

Thomson Reuters Municipal

Rate
Benchmark

Rate Type

Rate Structure

Rates set as percentage re-
duction from the Thomson
Reuters Municipal Market
Data (MMD); rates set five

DACs, look at demographics/
income statistics for 0% loans
and principal forgiveness

Texas Market Rate Percent Market Data (MMD) rate ap- Market Rate Percent bysmess days: prior t.o adop-
. \ . tion of financing ordinance/
plicable to borrower's rating . .
resolution or execution of
financial assistance agree-
ment
Set upon project priority Set upon project priority
. ranking based upon Revenue . ranking based upon Rev-
Utah Market Rate Variable Bond Buyer Index (RBBI) as Market Rate Variable e B Bupar ek
base rate (RBBI) as base rate
o/} o
Vermont Fixed Rate Fixed Currently offered at 0% inter Fixed Rate Fixed C:Jr-rently offered at
est 0% interest
Rates based on MMD Yield
Ceiling rate - 100 to 150 basis and tiered by term length;
points (1-1.5%) below MMD 20-year ceiling rate 1.5%
Virginia Market Rate Variable yield (muni bond rates); for Market Rate Tiered Ao e b Es 25

year ceiling rates 1.25% dis-
count from market; 30-year
ceiling rate 1.0% discount
from market
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Rate Rate
S — Rate Type Rate Structure O —

Rate Type Rate Structure

Rates based on average
11-Bond GO Index rate
for 30-180 period prior to
new funding cycle at 80%,
60%, or 30% of market;
rates tiered based upon
loan term; 5-year term,
0.4-0.5%; 20-year term,
0.7-1.1%; 30-year term,
1.1-1.4%,; additional rate
discounts for financial
hardship

Affordability Index formula
(MHI, monthly water rate,
Washington Fixed Rate Formula loan amount, total connec- Market Rate Tiered
tions): 1.25-1.75% rate range;
loan fee waivers available
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Rate Rate
S — Rate Type Rate Structure O —

Rate Type Rate Structure

The eligibility criterion for
low interest loan consid-
eration will be based upon
3,400 gallons of monthly
water usage. The DEP will
use this criterion to de-
termine the interest rate
on loans. The maximum
allowable term of the loans

Rates based below AAA will be determined using
Municipal Yield Market rates the following range of user
as benchmark; 2.75% for rates and MHI data: Less
West Virginia Market Rate Variable non-disadvantaged systems, | Fixed Rate Formula than 1.5% MHI: 2.75%
.5-1.25% for DACs based upon interest rate, .25% annual
Affordability Standard of admin fee, 20-year term
annual water rates 1.5%t0 1.74% MHI: 1.75%

interest rate, .25% annual
admin fee, 21 - 30-year
term 1.75% to 2.0% MHI:
.75% interest rate, .25%
annual admin fee, 21 - 30-
year term Greater than 2%
MHI: 0.25% interest rate,
.25% annual admin fee, 31 -
40-year term
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Rate Rate
S — Rate Type Rate Structure O —

Rate Type Rate Structure

Rate based on 20-year AAA
rate from Municipal Market
Advisors (MMA) Municipal

Rates at 33-55% of state
market rate (rate would have

Wisconsin Market Rate Percent been paid if fixed-rate revenue | Market Rate Percent . .
) . . High Grade GO Index; dis-
bond issued at time loan is
. . count from market based
originated)

on loan term length

Current rates from .5-2.5%

based upon Range of Yield Rates from 0-2.5% based
Wyoming Market Rate Variable Curve Scales for 20-year BAA | Market Rate Variable on market indices; generally
rated bonds; 0% loans avail- higher rate for longer terms

able in some instances
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Appendix B: Loan Term Lengths under DWSRF and CWSRF by State as of Spring 2024

Loan Term Length

DWSRF

30-Year Loan Conditions

Loan Term Length

CWSRF

30-Year Loan Conditions

. Generally 20-year term; | Loan term cannot exceed useful asset
30 years only considered under . . .
Alabama 20 years S, up to 30-year term avail- | life of project; 30-year terms only
special circumstances o
able under special circumstances
Alaska e i S None; variable rate for higher term e S None; variable rate for higher term
loan loan
Arizona Uptea0yesre Loan tgrms canpot exceed useful Upto30vesre Loan tgrms canpot exceed useful
asset life of project asset life of project
1.5% rate for 30 year loans for re- 1.5% rate for 30 year loans for region-
Arkansas 10-, 20-, 30-year gionalization, 0% interest for lead | 10-, 20-, 30-year alization, 0% interest for lead (and no
(and no fee) fee)
5-10-year terms for .
; . . 5-10years for planning loans; lesser
. . planning projects; less- | Lesser of 40 years or asset useful .
California . o Up to 30 years of 30 years or useful life of asset for
er of 30 years or useful | life for SDAC communities .
: construction
life of asset
Colorado Up to 30 years Lesser of 30 years or useful life of Uio30years Lesser of 30 years or useful life of
asset asset
Up to 20 years gener- Quallﬁca.tlon as disadvantaged
. community under Table 1 of IUP; .
Connecticut ally, 40-year terms for Up to 20 years Not available
loan terms up to 40 years
DACs
Delaware Up to 30 years I:::fr of 30 years or useful life of Upto30vesre I;Z‘,:fr of 30 years or useful life of
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Loan Term Length

DWSRF

30-Year Loan Conditions

Must qualify as "financially disad-

Loan Term Length

CWSRF

30-Year Loan Conditions

Florida Up to 30 years e [y Up to 20 years Not Available
Lesser of 40 years or useful life of .
. ) o - Lesser of 30 years or useful life of
Georgia Up to 40 years asset; only for communities desig- | Up to 30 years
. asset
nated as disadvantaged
Projects selected for funding are
Hawaii Up to 30 years; DACs Must qualify as DAC to be eligible Up to 30 vears financed based on no more than the
eligible for up to 40 for greater than 30-year term P Y useful life of the project or 30 years,
whichever is less.
Not to exceed 20 years; | Must qualify as DAC for 30-year DAC:s eligible for 30-year loan terms;
ekl 30-year terms for DACs | term PSS term may not exceed asset useful life
. . Generally 20; up to 30 MUSt. giellinyer DAL o Sisyear DAC:s eligible for 30-year loan terms;
lllinois term; lesser of 30 years or useful Up to 30 years .
years for DACs . term may not exceed asset useful life
life of asset
Standard 20-year terms;
Must qualify as DAC; special EPA | up to 30 years in discre-
Generally 20; up to approval o 35-y§§\r' terms fo.r l o @SR ae i s 30-year terms in discretion of admin-
. Indiana public utilities for aging tor; 35-year terms au- . .
Indiana 35 or 40 years for . . ) . . istrator; up to 35 years authorized for
lifvi . infrastructure in 2017; small rate | thorized to correct aging aeing infrastructure
qualifying projects increases for loan extensions be- infrastructure; term may 8INg
yond 20 years not exceed asset useful
life
Generally 20; up to . i i
Y P Lesser of 30 years or useful life of | Standard 20-year terms; Ava.|lab.le gt g REUTE oF
lowa 30-year terms based . project; loan term may not exceed
. asset up to 30 years available .
on useful asset life asset useful life
Kansas Up to 40 years None Standard 20-year terms | Unknown
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Loan Term Length

5 years for planning/
design; construction

DWSRF

30-Year Loan Conditions

Up to 30 at DWSRF Board's dis-

Loan Term Length

Standard 20-year terms;

CWSRF

30-Year Loan Conditions

Must qualify as DAC; loan term may

DACs

30-year terms available

ful life

Kentucky generally AU cllstines | rsifion; U #9410 or DACS; term 30-year terms available | not exceed asset useful life
tionforupto 30,up | cannot exceed useful life of asset
to 40 for DACs
Louisiana Up to 30 years Unknown Standard 20-year terms | Unknown
Maine Generally 20 years; 30 Qualification as DAC Maximum term of 30 Loan te.rm cannot exceed asset
years for DACs years useful life
. MUSEEELD 728 DACS GED tgrm Not to exceed useful life of asset
M Generally 30; upto 40 | cannot exceed asset useful life Upiie 20 vess
for DACs
Massachusetts ey S up e al None Standard 20-year term Not Available
for DACs
- . . Standard 20-year term; .
Michigan Up to 40 vyears Qualification as DAC O e Not Available
Generally 20 years;
30 years for loan Loan recipient must have project Standard 20-year terms; Up to 30-vear terms if average annual
. recipients with cost | cost exceeding 1.2% of median 30-year terms available P Y & o
Minnesota . . ; . residential cost would exceed 1.4% of
of project exceed- household income; no more than based upon community MHI
ing 1.2% of median 30 year term MH]I
household income
Mississippi 30 years; 40 years for Must qualify as DAC Standard 20-year terms; | Loan term may not exceed asset use-
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Loan Term Length

DWSRF

30-Year Loan Conditions

Loan Term Length

CWSRF

30-Year Loan Conditions

30 years adds 0.25% to interest

Standard 20-year terms;

Additional 0.25% interest for 30-year

asset, whichever is lesser

Missouri 20 years rate o e availliE terms; loan term may not exceed
asset useful life
. Standard 20-year term;
Montana 20 years; 30 years for Must qualify as DAC B I o R — Loan te_rm cannot exceed asset
DACs - useful life
available
Nebraska 30 years; 40 years for Must qualify as DAC Up to 30 years; planning | Loan te.rm cannot exceed asset
DACs loans up to five years useful life
Project assets must have useful life
of 30 years, borrower's financial and
Generally 20 years; up | Must qualify as DAC; lesser of 30 | Standard 20-year terms; TEEEE ] Gl e su|pport £l
Nevada . . year term, State Treasurer's Office
to 30 years for DACs years or useful life of asset 30-year terms available
agrees to the purchase of a 30-year
term bond, funds are available for 30-
year terms
. Must qualify as DAC for 30-year Stanc.jard IO A0EET Useful life of funded asset must be at
New Hampshire Up to 30 years term; 30-year term
loan term . least 30 years
available
:e[)ng;?;}ﬁ;iée;?_iear Loan term cannot exceed asset useful
N ey Unie20yess Ia_;asszfr of 30 years or useful life of terms for Combined I‘|1f5e_; L;;orjfgtr:]nust qualify as CSO for
Sewer Overflow (CSO) Y
projects
New Mexico Up to 30 years Up to 30 years for all applicants Up to 30-year terms :‘i?:n e Rl st suet s
New York Uptea0vears Up to 30 years or useful life of U te 30 vear tais Loan term cannot exceed asset useful

life
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North Carolina

Loan Term Length

Set by state statute
and federal require-
ments

DWSRF

30-Year Loan Conditions

General federal guidelines permit
up to 40 years or useful life of
asset, whichever is lesser

Loan Term Length

Up to 30-year terms

CWSRF

30-Year Loan Conditions

Loan term cannot exceed asset useful
life

Generally 30 years;

Loan term cannot exceed asset useful

asset

years

North Dakota up to 40 years for Must qualify as DAC Up to 30-year terms life
DACs
. Maximum five year terms
Generally 30 years; . :
. . for design and planning | Loan term cannot exceed asset useful
Ohio up to 40 years for Must qualify as DAC i .
DAC loans; up to 45 years for | life
2 construction loans
Generally 30 years; .
Oklahoma up to 40 years for isiepeliies JAE Maximum term of 30 L_oan term cannot exceed asset useful
years life
DACs
Nebraska 30 years; 40 years for Must qualify as DAC Up to 30 years; planning | Loan te.rm cannot exceed asset
DACs loans up to five years useful life
Lesser of 30 years or useful life of | Maximum term of 30 Loan term cannot exceed asset useful
Oregon Up to 30 years

life

Pennsylvania

Generally 20; 30- and
40-year terms in special

Generally 20 years; up to 30 or
40 years based upon formula (see

Standard up to 20-year
term; 30-year term

Must qualify as DAC; loan term may
not exceed asset useful life

asset

circumstances IUP) available
Rhode Island Up to 20 years None 20-year terms None
Lesser of 30 years or useful life of Loanitermmay nob exceediassetiuse:
South Carolina Up to 30 years Y Up to 30-year terms ful life; blended amortizations provid-

ed for assets with different useful life
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Loan Term Length

DWSRF

30-Year Loan Conditions

Lesser of 30 years or useful life of

Loan Term Length

Up to five-year terms for
interim financing; maxi-

CWSRF

30-Year Loan Conditions

Term cannot exceed useful life of

years for construction

st Pkl P SeErE asset mum 30-year terms for | project
other loans
Not available; 20 years or useful Maximum term of 30 Loan term cannot exceed useful life of
Tennessee Up to 20 years . . . .
life of asset, whichever is shorter | years project
Texas Uptea0vears Qualification as DAC Maximum term of 30 Loap term cannot exceed useful life of
Years project
The maximum term of the Onsite
Wastewater Systems loans will be 10
years; The maximum term of Large
Underground Wastewater Disposal
Lol el ey o System project loan will be twent
Generally 30 years; Qualification as DAC for 40-year | typically do not exceed 4 proj 4
. years but not beyond a term exceed-
Utah up to 40 years for term (lesser of 40 years or useful | 20 years, with extended | he d i—ble life of th .
DACs asset life) term financing up to 30 Ing the depreciable life of the proj-
ect; the maximum term of Nonpoint
years. . .
Source project program loans will be
twenty years but not beyond a term
exceeding the depreciable life of the
project.
Up to 20 years; up to 40 Quslicien aS.DAC;fto years Up to 20 years; upto 30 | The term of the loan shall not exceed
Vermont or asset useful life, whichever is . .
years for DACs lesser years maximum 30 years for clean water projects
Virginia Up to 30 years; up to 40 | Lesser of 30 years or useful life of Maximum 30-vear term Loan term may not exceed useful life
g years for DACs asset; up to 40 years for DACs Y of asset
Up to 10 years for pre- .
Washington construction; upto 20 [ 30 year terms not available Maximum 30-year term ol ety “eleeed Lssiul s

of asset
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Loan Term Length

20 years non-disadvan-
taged; up to 30 years

DWSRF

30-Year Loan Conditions

Qualification as DAC; 40 years

Loan Term Length

Maximum 20 years, with
final payment of bonds

CWSRF

30-Year Loan Conditions

The annual repayment of principal
and payment of interest begins not
later than one (1) year after project
completion and that the final pay-
ment date shall not exceed twenty
(20) years from said completion

DACs

term

West Virginia for DACs; possible or asset useful life, whichever is for DACs to not exceed X . .
. date; provided that in the case of a
extension to 40-year lesser 40 years from . .
term g disadvantaged community that the
final payment for the bonds shall not
exceed the earlier of the useful life of
the project or forty (40) years from
said completion date
. . CLEETE |y AV up HEEEE O SOYEETE or sEaill ieey Generally 20 years; up to | Loan term may not exceed useful life
Wisconsin to 30 years for certain | asset; asset cost-weighted average .
.. . S 30 years available of asset
eligible projects design life must be documented
Generally 20 years; Generally 20-years; max- :-i?:gft:::g ,En az/er;zt erxoc.?zf rl'(':g:"\:e
Wyoming 30 years available for Qualify as DAC imum 30-year repayment & pro]

projects eligible for 0% interest and
30-year financing
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Appendix C: DWSRF and CWSRF Fees and Fee Type by State as of Spring 2024

DWSRF Fee Fee Type CWSRF Fee Fee Type
Alabama Not Available N/A Anntjlal fee pased on outstanding principal; not Annual
specifically listed
Alaska 0.5% of balance Annual 0.5% of balance Annual
o)

Arizona 1;,54 governmental, Annual 1.5% of balance Annual

3% non-governmental
Arkansas 1% 'fee' included in all those loans which is Annual 1% 'fee' included in all those loans which is Annual

separate from the 4% admin fee cap separate from the 4% admin fee cap
California NTE 1% of balance Annual Not Available N/A
Colorado NTE 1.25% of balance Annual Up to 0.8% of loan interest Annual
Connecticut f;efsucn(:jvered 2y Bl SEaeee None Fees covered by administrative set-aside None
Delaware NTE 1%; fee waivers possible Annual No lower than 1% annual fee Annual

o . . i

Florida 2m/g:tds T 20 QS I e ey Two-Time One-time 2% service fee on total principal One-time
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DWSRF Fee Fee Type CWSRF Fee Fee Type
B Not specific; ope-tlme origination fee based One-Time Not specific; one-tlmfa origination fee One-time
on total financing based on total financing
1.5% for municipal and programmatic
. financing projects, up to $1,000 flat fee for Semi-annual fee of 0.5%; fees added to inter- .
Hawaii . - Annual Semi-Annual
private; fees added to interest rates for est rates for total annual rate
total annual rate
o . .
ldaho 1% of loan balance Annual 1% of unpaid balance due with regular loan Annual
payments
.. None; administrative costs supported by Fee is 50% of the annual interest rate (loan
lllinois . None . Annual
outside Loan Support Program (LSP) support portion)
. . . Flat $1,000 closing fee; .
Indiana Flat $1,000 fee for loan closing One-time s Ritenel neam-siedee CRERE T One-time
0.5% loan origination fee on construction One-time and
. o,
0.5% origination fee; additional .25% . Ioan§ (not to exceed $100,000); 0'2.56 —— Semi-annual
lowa . . . One-time servicing fee assessed on outstanding bal-
servicing fee for construction loans . . .
anced, paid semi-annually on construction
loans
Hellize) e Eess mterest RIS fpur Loan service fee of .25% included in gross
Kansas years of repayment - interest rate minus Annual interest rate Annual
.35%; remainder fee .35%
.25% on outstanding loan balance, semi-an- . 0.2% of outstanding loan balance paid with .
Kentucky Semi-annual . Semi-annual
nual payments each semi-annual loan payment
o . .
Louisiana saércr)]ia:l;cstandlng el sl Semi-annual 0.5% on outstanding loan balance Annual

©2025 Environmental Policy Innovation Center

43




DWSRF Fee Fee Type CWSRF Fee Fee Type
Maine One-time 1% project management fee on Annual and 3.5% administration fee and 1.5% fee charged Annual
principal, up to 5% administrative fee One-time by state Bond Bank
5% of aggregate debt service divided by
. (o) O, 1 HVH
Maryland r\umber of annual payments; rou%hly 5% Annual 5% of aggregate debt service divided by loan Annual
increase for 20-year loan and .35% term, collected annually
increase for 30-year
- - o i
Origination fee: NTE $5.50/$1,000 for cost Annugl admlnlst'rat]ve fee SO @ el
. Caco .. Annual and standing loan principal; may also charge
Massachusetts of bond issuance; .15% of loan principal . .. Annual
) One-time amount NTE $5.50 per $1,000 as loan origina-
annual admin fee . .
tion fee to cover bond issuance expenses
None currently; utilization of 4% set-aside
Michigan from fed cap grant to cover fees, but cur- None Not Available N/A
rently evaluating
.. o
Minnesota Not Available N/A SERTEEIEEE P 1D 250 0l Gael: Annual
loan payment
o) i .
. .. 5/(.’ o [zl lloen prln.C|paI o o a.\mount 5% of final loan principal collected with loan
Mississippi of interest due over life of loan, whichever | Annual Annual
. repayments
is less
o .
Missouri 0.5% of balance Annual Up to 0.5% of outstanding loan balance due Annual
annually
0.25% loan loss reserve surcharge and 0.25%
Montana Not Available N/A administrative surcharge included in base Annual
2.50% rate
. Up to 1% annual fee on construction loans, up
o) . (o) ’
Nebraska [P 1/? Sl GO ISL G0 orinis LD 0.5 Annual to 0.5% on planning loans; billed when princi- | Annual
on planning loans .
pal and interest payments are due
) . . e o
Nevada Nqne currently; statutory authority exists Semi-annual Loan origination fee of 0.5% of base loan One-time
to implement amount
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DWSRF Fee Fee Type CWSRF Fee Fee Type
New Hampshire 2% outstanding principal balance g:r;?tailn?:d 2% annual administrative fee Annual
.. . o
New Jersey Fixed 2% fee on total project costs Annual ATIHILEL admlnlstratlvg fge S D @107 BE Annual
annum on the total original loan amount
1% fee built into principal upon closing; Annual and Administrative fee not to exceed 5% of total
New Mexico .25% add on fee assessed on outstanding One-time loan amount; fee is variable and included in Annual
principal balance annual interest rate payments
New York Variable based upon loan type Unclear Varlab'le aglmlnlstratlve ez @iz e Annual
financing tier
North Carolina 2% of principal balance Annual 2% loan fee Annual
o .. . -
North Dakota 0.5% annual fee Annual Lo el e fae palid vl Annual
loan repayments
1% admin fee from Ohio EPA, .35% admin
Ohio fee FEm Okl Water.DeveIopment Adners One-time 0.2% of annual interest rate Annual
ity; both fees due at time of loan award and
eligible project cost
0.5% annual fee on unpaid loan balance; flat o .. . .
Oklahoma application fee of $100-$500 based on loan Annuafl ang G5 el s e o Wil prildlpsl Annual
size One-time balance
o . . S
e Not Available N/A 0.5% administrative fee on unpaid principal Annual
balance
Pennsylvania No Fees N/A No Fees N/A
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DWSRF Fee Fee Type CWSRF Fee Fee Type

o C o . 1% loan origination fee on all loans; 0.3% ser-
1% loan origination fee, .3% annual service | Annual and . .
Rhode Island . L . vice fee charged by Rhode Island Infrastruc- One-time
fee on outstanding principal balance One-time
ture Bank
o .
South Carolina Yes; not specifically listed N/A IhEi clos[ng 2 c‘hgrged.on'all Ioans. except One-time
for any project receiving principal forgiveness
o .. . .
South Dakota 0.25% admin fee Annual .0'25/) 2 T e SU e el e e Annual
interest rate
Tennessee 0.08% admin fee Annual 0.08% loan fee charged on all loans Annual
e o
Texas 2% origination fee at closing One-time tlcz)as?n(;rlgmatlon IESEI U P eREssEe Els One-time
o e ..
Utah 1% loan origination fee One-time L leeinertglneitor ifzee pilhpel e One-time
amount
Vermont 0-2.75% administrative fee Annual 0-2.75% administrative fee Annual
(1.5% reduction for DACs) (1.5% reduction for DACs)
o . . .
Virginia Up to 1.5% administrative fee Annual A el 027 sl st e wellasie il Annual
loan payments
0 i i .
Washington ﬁ)/;r:)srlgmatlon fee for pre-construction One-time None N/A
o . .
West Virginia ﬁéiﬁg:gald Vo1 2 71eE gl el @ier Annual 0.25% annual administrative fee Annual
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DWSRF Fee Fee Type CWSRF Fee Fee Type

. . 0.25% loan service fee included in interest 0.25% service fee on outstanding loan balance
Wisconsin Annual . . Annual
rate rolled into annual interest rate
Wyoming 0.5% loan origination fee at closing One-time 0.5% origination fee at closing One-time
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