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Today’s Story 
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How does the State of Texas provide financial 

support for water-related infrastructure? 

 Water supply projects and strategies are the 

primary focus 

 Water infrastructure needs continue to grow 

 Drinking water treatment and distribution 

 Wastewater collection and treatment 

 Other infrastructure, including flood control 



Water Headlines 
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Total Capital Costs: $231 Billion 
Through 2060 
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Socioeconomic impacts of  

not meeting needs 

Lost income: 

 $29 billion in 2020 

 $116 billion in 2060 

 

Lost state and local 

business taxes: 

 $3 billion in 2020 

 $10 billion in 2060 

 

Lost jobs: 

 222,000 in 2020 

 1 million in 2060 

 

Lost population growth: 

 295,000 in 2020 

 1.4 million in 2060 
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Implementing the Plan 
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Local Control 

= 
Local Responsibility 

 



Challenges to Implementation 
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 State has no authority to require implementation of 

projects 

 State has devoted limited financial resources to 

encourage implementation 

 Local entities reluctant to impose costs of projects 

and associated debt on constituents 

 Lack of recognition that there is a problem or of the 

benefits of taking action 





Any Progress? 
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Water 
Management 

Strategies 

Increased State 
Bond Authority 

Implementation + 
? 
= 



Traditional Methodology  

Debt Service 

TWDB Debt Issued - $$$$ 

Principal  

Paid by Borrower 

TWDB Debt Service Required 

Interest Subsidy 
General Revenue 

$$$$ 

Interest  

Paid by Borrower 

Project Financed  
Loan to Borrower 

•ALL $$$ goes for Debt Service 

•No Funds remain in the program 

•Continued reliance upon General Revenue 

Borrower Debt Service 



Traditional Method of Funding SWP  
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 Project financing needs through 2060   $26.9B 

 Debt to be incurred by State (P&I)   $66.5B 

 Repayments from borrowers (P&I) 

    With interest subsidies and deferrals  $59.2B 

 Overall cost to the State    $  8.6B 

    (Cost in first biennium $1.8B) 

Provides only 
$26.9B in 

assistance over 
50 years; no 
additional 

funding would be 
available  

Insufficient G.O. 
bond authority to 
meet the needs 

Impact to 
Constitutional 
 Debt Limit 



Capitalization Methodology 

Program Fund 

Project Financed 
Loan to Borrower 

•All Capital remains in the program 

•Interest earnings grow the Program Fund 

•Permanent program funding 

•No ongoing General Revenue requirement 

Capitalization 
$$$$ 

Principal & Interest  
Repaid to TWDB 



Capitalization Methodology with 

Leveraged Debt 

TWDB Debt Issued - $$$$ 

Principal  

Paid by Borrower 

TWDB Debt Service 

Program Fund 

Loan to Borrower 

Portion of Interest 

Paid by Borrower 

•All Capital remains in the program 

•Interest earnings grow the Program Fund 

•A portion of interest earnings pay for debt service 

•Permanent program funding 

•No ongoing General Revenue requirement 

Capitalization 
$$$$ 

Project Financed 
Loan to Borrower 

Principal & Interest  
Repaid to TWDB 



Capitalization Method of Funding SWP  
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 Project Financing Available through 2060  $44.2B 

 Overall cost to the State    $  2.6B 

 Assumes $400M in first year and $150M/year for 15 years 

 Cost in first biennium $550M 

 

Provides 
increasing 
levels of 

funding up to 
$1B annually 

Alleviates 
impact to 

Constitutional 
Debt Limit 

Provides 
ongoing 

assistance 
beyond 2060 
with subsidies 
and deferrals 

available  

Allows 
utilization of 

revenue 
bonds, leaving 

G.O. bonds 
for other 

water-related 
infrastructure 



Comparison 
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Traditional Capitalization 

Projects Funded Over 

50 Years 

$26.9B $44.2B 

Cost to the State   $8.6B   $2.6B 

Ongoing Project 

Funding 

     No     Yes 



Financial Challenges 
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Interest Rates Prepayments 

State Revolving 
Fund Challenges 

Portfolio 

Stress 

Changing 
Regulations 



Not just water supply 
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Other Financial Assistance Programs 

Clean Water State Revolving Fund 

Drinking Water State Revolving Fund 

Texas Water Development Fund 

Economically Distressed Areas Program 

Rural and Agricultural Assistance Programs 

Flood Protection Assistance Programs 



Other Agency Activities 
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 Established Economic Development Advisor 

 

 Working closely with the Corps of Engineers to 

sustain and enhance current water supplies 

 

 Continue to seek ways to improve delivery of 

financial assistance through the SRFs 
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Melanie.Callahan@twdb.texas.gov 

 

www.twdb.texas.gov 

 

Melanie Callahan, Executive Administrator 

Texas Water Development Board 

(512) 463-7850 
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