
It is imperative that utilities educate 
their customers and ratepayers as to the 
full value of their invaluable service, 
and the pressing need to support robust 
water rates and prices commensurate 
with its true value. In addition, we are 
going to have to more fully and effec-
tively utilize those financial assets we 
already possess, specifically the state 
revolving loan funds under the Clean 
Water and Safe Drinking Water Acts.

The Problem
I came to Washington, D.C., more 

than 13 years ago to run the National 
Water Program at EPA. There have been 
recommendations for more funding of 
the Clean Water and Safe Drinking 
Water State Revolving Loan Funds 
(SRFs), a water trust fund, raising the 
cap on private activity bonds, federal 
tax credit bonds for watershed restora-
tion zones (WRZs), a “watershed renew-
al bond fund program,” a water infra-
structure bank, and, more recently, 
WIFIA — the Water Infrastructure 
Finance and Innovation Act of 2013 
which became law last year and is prom-
ising in its use of leverage. But WIFIA is 
a small-scale pilot program that will 
not, in and of itself, close the invest-
ment gap, at least for the foreseeable 
future given limited dollar authoriza-
tion and small number of likely projects.

True, Congress recently authorized 
the state revolving loan funds at $1.4 
billion, a pleasant surprise but no real 
increase over prior appropriations.

The Congressional Budget Office 
(CBO) has offered up a very disturbing 
picture of America’s fiscal situation. 
“Between 2009 and 2012, the federal 
government recorded the largest bud-
get deficits relative to the size of the 
economy since 1946, causing the feder-
al debt to soar,” stated the CBO in the 
2013 Long-Term Budget Outlook. 
“Federal debt held by the public is now 
about 73 percent of the economy’s 
annual output, or gross domestic prod-
uct (GDP). That percentage is higher 
than any point in U.S. history except for 

a brief period around World War II, and 
it is twice the percentage at the end of 
2007,” the budget outlook continued. 

CBO projects that federal debt held 
by the public would reach 100 percent 
of GDP in 2038 — about the time my 
new grandson turns 25. 

Niall Ferguson, a Harvard economic 
historian and host of PBS’s, “The Ascent 
of Money,” has observed that “the statis-
tics commonly cited as government debt 
are themselves misleading, for they 
encompass only the sums owed by gov-
ernments in the form of bonds.” 

Continues Ferguson, “But the offi-
cial debts in the form of bonds do not 
include the often far larger unfunded 
liabilities of welfare schemes like — to 
give the biggest American pro-
grammes — Medicare, Medicaid and 
Social Security. 

“The best available estimate for the 
difference between the net present value 
of federal government liabilities and 
the net present value of future federal 
revenues is $200 trillion, nearly thirteen 
times the debt as stated by the U.S. 
Treasury,” argues this native Scot.

Hence, my pessimism regarding any 
new, significant federal outlays for 
water and wastewater infrastructure 
on the order of the old construction 
grants program under the Clean Water 
Act of 1972. 

A 2010 study of monthly utility costs 
in Wisconsin (see graphic) demonstrat-

ed that customers paid more than $140 
per month for telephone service (cell 
and land lines combined) and more 
than $80 per month for electric power. 
Wastewater charges were less than $40 
per month and water charges were less 
than $20 per month (MSA Professional 
Services, Inc., The Cost of Clean: 2010 
Wisconsin Sewer User Charge Survey 
Report, p. 31). I dare to say that you 
could produce a graphic like this for 
most states.

The Essential Task
The essential task is to educate, com-

municate and convince customers and 
ratepayers of the necessity of shifting 
from an overly constrained commodity 
model of pricing to a new and more 
accurate and compelling services model 
of pricing. Water and wastewater utili-
ties do sell a commodity like flour or 
coffee beans or corn. Utilities also pro-
vide extremely sophisticated services 
that are highly technical, heavily engi-
neered and capital-intensive. We need 
to emphasize, not just the importance 
of full-cost pricing, but the tremendous 
value, the benefits and the services that 
water and wastewater utilities provide 
their customers and ratepayers. This 
story needs to be told.

These vast complexes of engineering, 
technical, business and managerial ser-
vices, which are our water and wastewa-
ter utilities, are mostly invisible to water 
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A 2010 study of monthly utility costs in Wisconsin. Credit: MSA Professional Services, Inc., The Cost of 
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consumers who have been spoiled by cheap water readily 
accessible. This blissful ignorance must come to an end. If 
you believe the data on the infrastructure investment gap, 
you have to believe we have failed to educate the public or 
make a compelling case to ratepayers.

I am pleased that both municipal and private water sector 
associations and companies have come together in the Value 
of Water Coalition (www.thevalueofwater.org) to inform 
Americans of the value of water and the challenges facing the 
nation’s water infrastructure. If I have any advice for the 
Coalition, it is to stay focused on ratepayers, not on 
Washington.

Better Utilization of Resources At 
Hand

Given the financial challenges to water and wastewater 
investment financing, we need to take a second look at the 
SRFs under the Clean Water and Drinking Water Acts. 
These are substantial resources of which we are not taking 
full advantage. 

Michael Curley, visiting scholar at the Environmental Law 
Institute and former bond attorney, law professor and all-
around financial wizard, has outlined some of the possibili-
ties. Curley is also a former member of EPA’s Environmental 
Financial Advisory Board. He wrote a truly stunning article 
titled, “The Gold Mine” (The Environmental Forum, March/
April 2012, p. 24-28) in which he single-handedly solves the 
so-called water infrastructure investment “gap” by demon-
strating how the $100-plus billion in federal and state dollars, 
more than $40 billion in net assets, parked in Clean Water 
Act State Revolving (loan) Funds, could be leveraged in the 
debt markets to meet most, if not all, our infrastructure 
needs. The key is to utilize the principal of insurance and 
transform the SRF loan program into a guaranty program 
with 30-year instead of 20-year terms at minimal additional 
cost. This could be done right now, state by state. 

Moreover, there would be plenty of money available for 
other environmental needs if Congress broadened the uses 
of these funds. The CWASRF funds are underperforming 
assets that need to be leveraged, energized for the good of 
the cause. 

According to Curley, Standard & Poor’s (S&P) has studied 
the default histories of municipal bonds for almost a century. 
The default history on bonds issued to fund public wastewa-
ter projects is approximately 0.4 (or 2,500:1). In January 
2011, S&P published a document requesting comment on 
inter alia, a new total leverage ratio for anyone guaranteeing 
public wastewater project debt. S&P said that if the guarantor 
wanted to maintain its highest investment-grade credit rating 
(AAA), the maximum leverage ratio could be no higher than 
75:1. With $40-plus billion of net assets, at a 75:1 leverage 
ratio, the CWSRF has the potential to leverage $3 trillion. 

$3 trillion.
Curley emphasized that the 51 CWSRFs have the legal 

authority to issue guarantees. “And, theoretically, their collec-
tive guarantees, up to a total of $3 trillion, would be rated 
AAA,” he says. Okay, maybe the reader believes 75-1 ratio is 

just so much pie-in-the-sky. But even at 25-1, we could find 
another trillion dollars for the good of the cause.

Also, keep in mind that using the SRFs guarantee function 
does not interfere with the stream of subsidized loans 
through the existing program.

Conclusion
I share the view of Clifford Winston of the Brookings 

Institution, who, in commenting on the transportation sector, 
claimed we were not in an infrastructure crisis as much as a 
pricing crisis. And to quote James Pethokoukis of the 
American Enterprise Institute, “If we can get the prices right, 
that will do an awful lot to improve the condition and service 
of our infrastructure.”

EDITOR’S NOTE: This column is based on the author’s speech 
at the UIM/SWIM Conference on Dec. 4, 2014, in Arlington, Va. 
A lengthier, in-depth version can be viewed at www.uimonline.com 
and in the April edition of the UIM app.
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