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This presentation provides an update on the Drinking Water Revolving Loan Fund, as well as a 
few of the things we’ve been working on since the last DWAG meeting in December 2007.  
Also, where we see the Loan Fund headed in State Fiscal Year 2009. 
 
Funding for the Drinking Water Program comes in the form of Annual Capitalization Grants 
from the Environmental Protection Agency.  In March of this year, the Finance Authority and the 
Drinking Water Bureau completed New Mexico’s application for the Federal Fiscal Year 2007 
Cap Grant. The 2007 award is for $8.2 million dollars and we expect to receive the funds in 
June. 
 
Also recently, EPA finalized State Allotments for the FFY 2008 Cap Grant and based on 1% of 
the National Budget, New Mexico was awarded $8.15 million dollars.  NMFA and DWB will 
begin working on the application for the 2008 funds in the first half of State Fiscal Year 2009. 
 
At the last DWAG meeting we talked a little bit about the scrutiny of EPA’s annual budget by 
the Federal Government, and how that filters down to States with increased pressure to obligate 
and liquidate unspent Revolving Loan Funds.  So far, we haven’t seen a considerable drop in the 
National Budget for the Drinking Water SRF, and EPA assures us Cap Grant awards will 
continue, but it remains to be seen what the size of future awards will be. 
 
In some respects with the available Loan Funds in SFY 2008, the Finance Authority had to look 
at bigger projects and systems with an ability to pay back larger loans in order to obligate 
Drinking Water funds, minimize EPA’s concerns, and ultimately get more money out the door.   
The Funds that were committed to projects in SFY 2008 come from what is known as Tier I 
Money, or the Original Funds received from EPA through the Annual Cap Grants. 
 
Since this is a Revolving Loan Fund, the money that comes back into the Fund in the form of 
Principal and Interest Repayments on Outstanding Loans is identified as Tier II Money.  In New 
Mexico’s DWSRF by the end of this Fiscal Year, we should have approximately $11.6 million 
dollars of Tier II Money in the Fund.   In order to utilize these Funds for projects, it is a Federal 
Requirement that the Tier II monies be subject to separate EPA approved environmental 
guidelines, independent of the Tier I process. 
 
Through New Mexico Tech’s Environmental Finance Center, NMFA has been developing a Tier 
II State Environmental Review Process (SERP), and the first Draft of that document was 
completed on Wednesday, May 28th.  We’ll soon begin honing down the Draft for review by 
EPA Region 6 leading to an approved Final Version.  The goal is to make the Tier II funds 
available for project funding as early in SFY 2009 as possible. 
 



The Tier II process comes with several advantages.   Since this money has re-circulated through 
the loan fund, the environmental requirements become less stringent and it shortens the review 
process considerably.  The real intention of Tier II Funds is to make the Drinking Water Program 
more accessible to borrowers, and in particular smaller water systems seeking funding for 
rehabilitation of existing facilities, functional replacement of equipment, and the construction of 
structures on existing sites.  In many of these cases, the Tier II SERP will allow the Finance 
Authority to make what is called an Exemption Determination, which relieves the Borrower from 
having to consult with any Federal Agencies for comments or project approvals, and eliminates 
the need to prepare a formal Environmental Information Document. 
 
Some other examples of where an Exemption Determination would be appropriate are; if the 
proposed project addresses specific emergency conditions, or is the purchase of a water system 
by another water system.  As always, this type of Determination applies to projects which do not 
have a significant effect on the quality of the human environment.        
 
The Tier II process for the DWSRF will be a new one for all of us in New Mexico, but NMFA 
plans to get a handle on it quickly.  The Finance Authority will ensure that our small system 
Borrowers get the most out of utilizing Tier II Funds, and are able to take advantage of what this 
process has to offer.   In SFY 2009, NMFA intends to cut through some of the red tape 
associated with this Program, streamline the Drinking Water Loan Process, and shorten the 
overall time it takes to get to an Environmental Determination.  We feel that gaining access to 
the Tier II funds is the best place to start, and we look forward to working with you in SFY 2009. 
 


