
The bipartisan Infrastructure Investment and Jobs Act 
(P.L. 117-58) provides a historic opportunity to deliver 

on the promise of clean water, now and for future genera-
tions. The bill has the potential to exponentially expand 
access to safe, reliable, and more affordable drinking water 
for hundreds of millions of people, especially for our most 
vulnerable—children, the elderly, the ill, and the immuno-
compromised. The bill also provides unprecedented funding 
to increase protection for water in lakes, rivers, estuaries, 
wetlands, and other waterways that provide the source for 
drinking water and a natural habitat for wildlife, including 
vast numbers of threatened and endangered species. 

The bipartisan infrastructure bill provides $43.4 billion 
over the next five years to the Clean Water and Drinking 
Water State Revolving Loan Funds (SRFs). Congress pro-
vided $11.7 billion for each SRF to expand the pipeline of 
all eligible projects. Congress also provided targeted fund-
ing to address serious threats to public health—$15 billion 
to replace lead service lines and $5 billion to address 
emerging contaminants with a focus on per- and polyfluo-
roalkyl substances (PFAS).

Effective and Responsive Programs
Congress chose the Clean Water SRF and Drinking 
Water SRF as the primary means to fund water infra-
structure because they are the nation’s premier pro-
grams for funding water infrastructure that protect 
public health and the environment. Congress chose not 
to create a new funding program, as the SRFs have an 

exemplary record of balancing fiduciary responsibility 
with meeting local needs. 

Since their inception, the programs combined have pro-
vided more than $190 billion in more than 59,000 subsi-
dized loans to communities across the nation. Hundreds 
of millions of Americans—from rural areas to urban 
centers—have benefited from this consistent, sustained 
investment in water infrastructure. 

Congress provides states with the flexibility to establish 
their programs under a broad federal framework. As a re-
sult, the state-run SRFs are more adaptive and responsive 
to the unique and changing needs, priorities, and chal-
lenges of communities in their state. This approach also 
allows for greater efficiency, effectiveness, and innovation 
in achieving national goals for clean water. 

Congress established the SRFs as subsidized loan pro-
grams that would be capitalized with a federal grant, plus 
state funding equivalent to 20% of federal funding. Loan 
repayments to the SRFs are used to finance new water 
infrastructure projects without the need for additional ap-
propriations, hence the “revolving” nature of the funds.

The programs provide a perpetual, renewable, and 
growing source of revenue for water infrastructure. Today, 
these SRFs have approximately $80 billion in permanent, 
revolving funds—more than total federal capitalization 
grants of $71 billion since the programs were established. 
Water infrastructure projects under construction today 
may never have been built if the SRFs had been run as a 
traditional grant program. 

Allotment and State Match
The states’ allotment of the federal funding for the 
Drinking Water SRFs is based on a formula determined by 
the Drinking Water Needs Survey, which is conducted 
every four years. The allotment will be updated in the next 
couple of years on the basis of the results of the most 
recent survey, which was completed last year. The states’ 
allotment of federal funding for Clean Water SRFs is based 
on a formula established in federal law. 

The Infrastructure Investment and Jobs Act reduc-
es state match for the capitalization grant from 20% to 
10% for the next two years and doesn’t require match for 
funding dedicated to lead service line replacement and 
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remediation of emerging contaminates. Under the law, 
states must deposit state match before drawing down the 
first dollar of federal funding. 

Some states may have a challenge with providing state 
match. For example, states that use bonds or interagency 
loans to generate state match may not have sufficient in-
terest payments and interest earnings to secure a bond to 
match increased appropriations. 

Subsidized Loans and Additional Subsidy
The SRFs provide loans at rates below the public finance 
market. On average, these subsidized loans reduce total 
interest payments over the life of the loan between 40% and 
50%. For example, a water system that issues bonds for a $10 
million project on the municipal market will pay an interest 
rate of 2.25%, totaling $2,473,395 in interest payments for a 
20-year bond. Conversely, the average SRF subsidized inter-
est rate for a drinking water project in 2020 was 1.35%, total-
ing $1,444,185 in interest payments for the same project over 
the same term. The SRF-subsidized loan provides $1,029,210 
in savings, a reduction of 42% from a municipal bond.

SRF-subsidized loans can also include additional sub-
sidy, which is the part of the loan that does not have to be 
repaid. Additional subsidy comes in the form of principal 
forgiveness and grants, which offer the same financial  
benefit. However, the majority of SRFs use principal for-
giveness because it has fewer federal requirements on 
borrowers than grants.

Additional subsidy allows SRFs to fund critical water 
infrastructure projects that would not otherwise be built. 
However, every dollar that is used for additional subsidy 
is permanently removed from the program, so additional 
subsidy should be used only when absolutely necessary. 

For more than a decade, annual appropriations bills 
have required the SRFs to provide a percentage of their 
capitalization grants as additional subsidy for any eligible 
project. Under federal law, states can provide more addi-
tional subsidy on the basis of need and for certain projects, 

including stormwater mitigation, water reuse, energy effi-
ciency and sustainable planning, design, and construction. 

The Safe Drinking Water Act requires states to define 
disadvantaged communities and mandates that a certain 
percentage of the annual capitalization grant be use for 
additional subsidy for projects in communities that meet 
the definition. The Infrastructure Investment and Jobs Act 
increased the amount of the capitalization grant provided 
to disadvantaged communities from 6% to 12%. 

While the definition of a disadvantaged community 
varies by state, many states use a combination of economic 
indicators, such as median household income, population, 
and user rates, to define a disadvantaged community. 

Similarly, the Clean Water Act requires states to define 
affordability criteria to determine whether a wastewater 
system is eligible for additional subsidy. The law requires 
states to use “income and unemployment data, population 
trends, and other data determined relevant by the state, 
including whether the project or activity is to be carried 
out in an economically distressed area” in defining their 
criteria. States can also use existing affordability criteria. 
The Infrastructure Investment and Jobs Act requires SRFs 
to use 10% of the annual capitalization grant for projects in 
communities that meet the affordability criteria. 

For appropriations in the Infrastructure Investment and 
Jobs Act, SRFs are required to use 49% of federal funding for 
additional subsidy for all eligible projects and lead service 
line replacement, and 100% of federal funding for additional 
subsidy for remediation of emerging contaminants. Like the 
historic additional subsidy mandates in appropriations bills, 
these funds can be used for any eligible project. 

Technical Assistance
The Drinking Water SRFs can provide up to 27% of the 
capitalization grant for technical assistance, including 2% 
to help small communities, 10% to fund state programs, 
and 15% for local activities and other state programs, such 
as protecting source water, supporting regionalization, 
and helping communities developing asset management 
plans. The Clean Water SRFs can provide up to 2% of the 
capitalization grant for technical assistance, provided by a 
nonprofit organization, for small, rural, and tribal 
communities. These funds will be especially important for 
helping disadvantaged communities access federal 
funding through the SRFs.  

Lead Service Line Replacement
Replacing lead service lines—both the public and private 
portion of the pipe—across the country is critical to protect-
ing public health, especially for babies and pregnant women. 
The development of the initial service line inventories by 
water systems will be a significant effort, as many systems 
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have limited materials records, especially on the private 
side. Reviewing and approving all these inventories will be a 
significant effort by the states. Estimating the construction 
costs for lead service line replacements will be challenging 
for those systems with significant numbers of unknowns in 
their materials records. 

Several SRFs are already providing substantial funding 
to communities for lead service line replacement. In the 
last two years, nine SRFs transferred nearly $550 million 
in funds from the Clean Water SRF to the Drinking Water 
SRF specifically to replace public and private lead service 
lines. These projects were made possible by the Water 
Infrastructure Fund Transfer Act, which allowed states to 
make a one-time transfer of up to 5% of the state’s cumula-
tive Clean Water SRF capitalization grants from the Clean 
Water SRF to the Drinking Water SRF for lead-related, 
eligible projects. All the funds must be provided as addi-
tional subsidy—none in loans. Judging from the experience 
of these SRFs, providing 100% additional subsidy for lead 
service line replacement may be necessary to incentivize 
some water systems to undertake these complex projects. 

Emerging Contaminants
Addressing contamination of water from emerging contam-
inants, especially PFAS, is another critical public health 
challenge. States with known problems will be able to move 
quickly to access those funds to remediate those issues. 

Funding Limitations and Challenges
This injection of additional funding for water infrastruc-
ture is going to solve a lot of problems, but money alone 
will not solve all the water challenges facing the nation. 
Systems need to have appropriate rate structures and pro-
cesses in place to collect the bills for the necessary opera-
tion and maintenance expenses. System managers and 
governing boards need to understand the finances of the 
operations and ensure that the additional funding does 
not “prop up” unsustainable systems. 

SRFs and state regulatory agencies may need to 
add staff or develop alternative staffing approaches 

to review and approve the increase in project applica-
tions, permit new projects, and monitor construction of 
approved projects. The demand for engineers, permit-
ting staff, and construction managers will significantly 
increase with this historic federal funding, and state 
drinking water agencies will be competing with consul-
tants and other state infrastructure agencies (such as 
transportation) for qualified staff. 

The unprecedented increase in infrastructure funding is 
creating opportunities and challenges, and it is going to take 
a collective effort by everyone in the water sector to navigate 
these new programs and share the lessons learned over the 
next five years of increased infrastructure funding. 

What Can Utilities Do Now?
Even before the application process begins, there are steps 
that utility managers can take to prepare to apply, such as 
the following:

 • Learn more about the SRFs by visiting the website of 
the Council of Infrastructure Financing Authorities 
(CIFA; www.cifanet.org/srf-profiles), which has an over-
view of the SRFs.

 • Read your SRF’s latest Intended Use Plan, also available 
on CIFA’s website, which provides a lot of information 
about the policy and processes of your SRF.

 • Find out the deadline for submitting your application. 
Some SRFs have an annual deadline. Others accept 
applications multiple times per year. 

 • Ask what’s needed to get your project on the Intended 
Use Plan. Many SRFs have a preliminary application to 
start the process. 

 • Begin reviewing existing service line records and de-
veloping an initial service line inventory if you want to 
access the funding for lead service line inventories and 
replacements. 

There is a lot of work to do, but this is indeed a historic op-
portunity. It is an exciting time to be working in water! 

Editor’s note: Members interested in learning more about 
the US Infrastructure Investment and Jobs Act are encour-
aged to visit AWWA’s resource page at www.awwa.org/
infrastructureact.

Deirdre Finn is the executive director of the Council of 
Infrastructure Financing Authorities in Washington, D.C.; 
dfinn@cifanet.org.

Alan Roberson is the executive director of the Association 
of State Drinking Water Administrators in Arlington, Va.; 
aroberson@asdwa.org.
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