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Understanding the Long-Term Impact of CDS/CPF on SRFs

Overview

CIFA supports strong water infrastructure investment and applauds congressional efforts to
direct additional funding to communities with critical water infrastructure needs. CDS/CPF can
be a valuable tool for helping communities access federal resources. However, the increasing
use of Congressionally Directed Spending (CDS)/Community Project Funding (CPF) reduces
existing SRF appropriations to states and creates negative long-term implications for the SRF
revolving financing model.

As the national organization representing SRF program administrators and financing
authorities, CIFA is uniquely positioned to provide implementation and financing perspective
on these issues.

Why This Matters Now

As 1A supplemental funding phases out in 2026 and the federal budget continues to shift
more funding to the states, states are becoming increasingly focused on protecting long-term
SRF financing capacity. At the same time, the continued expansion of CDS/CPF that reduces
state level SRF appropriations has elevated concerns around long-term revolving capacity,
affordability, leveraging flexibility, and future infrastructure delivery capacity.

This becomes especially important as states continue facing growing infrastructure needs,
affordability pressures, resilience demands, and long-term replacement costs.

SRFs as Financing Systems

The SRFs were intentionally designed as long-term revolving financing systems that continuously
recycle repayments back into future infrastructure investment. This structure supports long-term
affordability, leveraging capacity, and sustainable project delivery.

Over time, this revolving structure allows federal capitalization investments to continue generating
infrastructure financing capacity long after initial appropriations are made.

Unlike one-time grant programs or project specific CDS/CPF, SRFs are designed to preserve and
recycle financing capacity over multiple generations of infrastructure investment.

The structure also allows states to tailor financing approaches to local infrastructure, affordability,
and implementation realities.

How CDS/CPF Differs

Project-specific CDS/CPF funding operates differently than long-term revolving SRF capitalization
structures. While CDS may support individual projects, reductions in baseline state level SRF
capitalization funding gradually weaken revolving financing capacity, leveraging potential, and long-
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term infrastructure affordability over time.

The structural difference matters. SRF programs provide low-interest loans — often with additional
principal forgiveness or subsidized terms for disadvantaged communities. Repayments revolve back
into the fund, financing the next generation of projects. CDS/CPF, by contrast, provides 100%
grants to specific projects selected through the congressional appropriations process. Both serve a
purpose, but they are fundamentally different tools. When CDS/CPF is funded from within SRF
capitalization accounts, the revolving capacity that would otherwise serve dozens of future
borrowers is converted into a one-time grant for a single project. SRF programs also provide
technical, managerial, and financial assistance to communities that grants alone do not provide —
helping smaller and disadvantaged communities navigate the application process, build project
pipelines, and manage long-term infrastructure needs.

Potential Long-Term Impacts
e Reduced revolving lending capacity
Lower leveraging potential
Increased affordability pressure on communities
Reduced additional subsidy flexibility
Reduced long-term financing sustainability
Reduced ability to support future infrastructure investment needs
Widening gap between available water infrastructure financing and growing national need
Reduced set-aside capacity

What Often Gets Missed

The core issue is not whether infrastructure projects deserve investment. The issue is how funding
structures affect long-term financing sustainability and future infrastructure delivery capacity
nationwide. That fundamental distinction becomes increasingly important as Congress evaluates
future infrastructure funding priorities in a more constrained fiscal environment.

SRFs were intentionally designed to create ongoing financing capacity through:
e Revolving loan repayments
e Leveraging structures
e Long-term program management
e State-administered financing flexibility

Reductions in capitalization funding can affect those long-term financing dynamics in ways that are
not always immediately visible in a single appropriations cycle.

Many SRF programs also utilize leveraging structures that expand financing capacity beyond initial
federal capitalization levels, further increasing long-term infrastructure investment potential.

The multiplier effect is significant. Research has shown that every federal dollar invested in SRF
capitalization can generate three or more dollars in total project financing through revolving
repayments and leveraging structures. Reducing capitalization funding does not just affect today’s
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projects — it reduces the financing capacity available to communities for decades to come.

The national water infrastructure funding gap is already substantial and growing. No-cost grant
programs alone cannot meet the scale of investment needed. SRFs are specifically designed to
stretch every federal dollar further, making them the most cost-effective federal tool for closing
the gap. As CDS/CPF reduces the capitalization base that sustains revolving capacity, that gap
widens in ways that grants cannot fully offset.

Policy Implications
As Congress evaluates future infrastructure funding approaches, maintaining long-term SRF
financing sustainability remains critical.

Key considerations include:
e Maintaining strong baseline state level capitalization funding
Avoiding structural erosion of revolving capacity
Preserving leveraging flexibility
Evaluating funding structures based on long-term financing sustainability
Protecting long-term affordability and future project delivery capacity
Funding CDS/CPF separately from SRF capitalization accounts to preserve the long-term
revolving capacity of both programs

Project-level examples and long-term financing outcomes can help demonstrate how SRF
investments continue supporting infrastructure delivery, affordability, and economic impact long
after initial capitalization funding is provided.

Protecting strong baseline state level SRF capitalization funding helps preserve long-term
infrastructure affordability, sustainability, leveraging capacity, and future infrastructure delivery
capacity.
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