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How State Revolving Fund Dollars Move from EPA to Communities

Overview

The Clean Water and Drinking Water SRFs are federal-state partnerships that finance water infrastructure in
every state. Federal dollars do not flow directly from the EPA to construction sites. They move through a series
of required planning, commitment, and reimbursement steps designed to ensure accountability, which means
funds are working their way through the pipeline before they appear as disbursed.

How the Money Moves

STEP 1
EPA Awards Capitalization
Grant
Congress appropriates
funds; EPA awards each
state an annual
capitalization grant by

STEP 2
State Plans & Provides
Match
- The state publishes an
Intended Use Plan for public
comment and contributes a
required 20% state match.

STEP 3
Projects Reviewed &
Selected
Communities apply; the state
ranks and selects projects
based on public health and
water quality priorities as
outlined in the state’s

f la.
ormuta Intended Use Plan.
l
STEP 6 STEP 5 STEP 4
Projects Built Over Funds Drawn Down Assistance Agreements
Multiple Years Incrementally Executed

Design, permitting,
procurement, construction,
and closeout may span
several years, depending on
project complexity.

Note: This timing varies by state.

In some states, design and
permitting occur earlier in the
process, before project selection
or loan closing, so these steps
are not strictly sequential
everywhere.

Borrowers are reimbursed as
eligible costs are incurred.
Funds are not paid out up

front in a lump sum.

The states execute assistance
agreements, such as loans,
principal forgiveness, or
grants, with selected
recipients, committing funds
to specific projects.

Why “Undisbursed” Does Not Mean “Unused”

These terms are not interchangeable:
Awarded - EPA has made the capitalization grant available to the state.

Disbursed - funds have been drawn to pay eligible project costs.

Committed — the state has assigned funds to a project or executed an assistance agreement.

¢ Reimbursement by design. SRF dollars are disbursed only after communities incur eligible costs.
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balance held by a state reflects the program’ s accountability structure working as intended, not idle
money.

e Committed is not the same as disbursed. Once an assistance agreement is executed, funds are
legally obligated to a specific project even though they have not yet been paid out.

¢ Infrastructure takes time. Water projects move through design, environmental review, permitting,
and competitive procurement before construction begins and construction itself often spans
multiple seasons.

e Construction seasons are limited. Every project is subject to weather and seasonal constraints. Cold
temperatures, frozen ground, rain, and other conditions can halt or delay field work for months at a
time, so construction does not progress at a steady pace year-round in most of the country.

¢ Lead service line replacement requires additional steps. Unlike other SRF-eligible projects, LSLR
funding requires states and utilities to complete service line inventories, engage individual property
owners, obtain access agreements, and coordinate replacements on both the public and private side
of the line before significant construction expenditures can occur. These requirements are by design.
They protect homeowners and ensure accountability. But they mean LSLR timelines are structurally
longer than other water infrastructure projects and should not be compared to broader SRF
disbursement rates.

¢ Snapshots tell an incomplete story. A point-in-time balance captures funds at every stage of this
cycle at once. It cannot distinguish between dollars awaiting commitment and dollars actively paying
for projects underway.

e Some funds have only recently arrived. An undisbursed balance may include recently approved
capitalization grants. EPA approval of a grant award can take several months, so a portion of any
balance may appear “unspent” simply because it has only just become available to the state and has
not yet moved through the commitment and disbursement steps.

The Bottom Line

A reported “undisbursed” or “available” balance typically includes funds already committed through
executed assistance agreements, supporting projects under construction, or tied to projects completing
required planning and implementation steps. Measuring SRF performance by a single balance snapshot
understates how much of that money is already committed, under construction, or actively supporting
projects in communities across the country.
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