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Overview

Rural water systems in Washington need $100 million for big fixes like new pipes and
plants. This hurts jobs, housing, and growth in small towns. We can't count on state or
city cash, so we're focusing on private investors through bonds that don't get taxed
federally. These plans work with groups like the Public Works Board (PWB) and
Community Economic Revitalization Board (CERB) — adding private money on top of
their low-rate loans, not competing.



Our top three ideas, ranked by how easy they are to start, how much cash they pull in,
and how well they fit with PWB/CERB:

1. Group Bonds Through State Setup: Easiest to launch using Washington's
rules. Raises $100M+ at 4-5% rates. Ties right into PWB for checks.

2. Special Tax-Free Bonds for Water Projects: Pulls in big investors via federal
perks. Needs a small law change but meshes with CERB for rural picks.

3. Mixed Private Funding with Philanthropy Boost: Gets leverage from
foundation layers. Slower start but stacks with PWB loans. (No federal cash here
— all private/philanthropic.)

How They Rank on Speed and Cost to Towns: We ranked these by how fast cash
flows (quicker is better for urgent fixes) and how cheap the borrowing ends up (lower
rates mean less burden on users, including operator spreads).

1. Top Pick: Group Bonds — Quickest (6-9 months) and cheapest (~5.75% total
cost after spreads). Gets money out fast without hiking rates much.

2. Solid Middle: Special Bonds — Good speed (9-12 months) at ~6% cost after
spreads. Great for projects with private helpers.

3. Good but Slower: Mixed Private Funding — Best leverage but 12-18 months
to start, at ~5.5% blended cost after spreads.

We skipped nonprofit bonds (C3 type) because they don't fit public water systems here
— too much hassle for no extra perks.

The Challenge

Many rural water setups in Washington are falling apart. Fixes cost $100 million total.
Towns can't pay without grants or cheap loans, but even those aren't enough. Private
and foundation money can step in, especially if we make it safe and tax-smart for
investors. Plans must fit state rules (like RCW laws on utilities). Goal: Keep costs low for
users, speed up jobs and homes, and treat all areas fair. To go deep in rural support,
we focus on small, realistic deployment chunks ($2-10M per utility) that match typical
rural needs like pipe replacements or small plants, allowing broad coverage across
10-50 sites.



Our Top Plans

Each plan uses bonds with federal tax breaks to draw investors like banks and funds.
Foundations chip in early cash to lower risks. We added how the Fed can help speed
things up. After raising via a special setup (SPV), we hand off to a deployment operator
who underwrites (checks projects), sends cash, and watches repayment. They charge a
spread (0.5-2%) to cover their costs — we baked that into borrower costs below.



Plan 1: Group Tax-Free Revenue Bonds Through State Group

How It Works: Set up a state pool (maybe under PWB) to sell bonds backed by town
water fees. Covers $100M for fixes like plants and pipes. Most money (95%+) goes to
tax-free work.

Pulling in Private Cash: No federal tax on interest means 4-5% returns for buyers.
Add safety nets from foundations to pull banks and retirement funds. Investor returns:
4.5% before/after tax (since it's tax-free); equals ~7.14% if it were taxed at top rates.

Teamwork and Foundation Role: PWB handles project lists; CERB checks economic
wins. Groups like Water Foundation give $5-10M for safety cushions, cutting early risks
by 20-30%.

Fits with State Help: Adds to PWB/CERB loans (say, covering 60% of a job). Speeds
things without undercutting their cheap rates. Run checks through PWB.

Costs and Timing: $500K to set up (lawyers, sellers). 6-9 months to first deal; $100M
in chunks over 2 years. Smallest realistic deployment chunk: $2-5M (per rural utility,
pooled across 20+ small sites for deep coverage).

Cost to Towns: 4.5% base + 0.25% fees = 5.25% before operator spread; adds
0.5-1% spread = 5.75-6.25% total (we use 5.75% avg. for ranking). Caps rate jumps
at 2%.

Who Deploys/Underwrites Post-Raise: Top two picks: PWB or CERB. They take the
raised cash, vet projects, and disburse.

e PWB: Strengths — Water experts; handles big pools and rural pipelines fast;
strong underwriting for construction. Weaknesses — Less econ focus, so pairs
best with CERB. Spread: 1-2%.

e CERB: Strengths — Rural revival pros; quick econ checks; easy philanthropy
tie-in. Weaknesses — Smaller loan caps ($5M/project). Spread: 0.75-1.5%.

Risks and Fixes: Low fees might miss payments — use foundation buffers and
insurance. Lock in affordability in bond rules.

What Lawmakers Need to Do: Small tweak to RCW 43.83B for pooling power. No
taxes; ready by mid-2026 with governor OK.



Fed Boost: Fed's San Francisco team (from the Nov. 6 workshop) can add free
economic models on jobs/GDP to bond papers, cutting review time 1-2 months. Set up
bank promises early for smoother cash flow.



Plan 2: Special Tax-Free Bonds for Water (QPABSs)

How It Works: Sell QPABs under federal rule IRC §142 for water work. State helper!
sells them for $100M in setups where private teams handle upkeep.

Pulling in Private Cash: No federal or state tax on interest draws yield hunters.
Federal cap gives priority; ~4.5% rates. Investor returns: 4.5% before/after tax; equals
~7.14% taxed equivalent. Targets green-focused funds.

Teamwork and Foundation Role: CERB picks rural jobs; local foundations add $10M
for upkeep bonuses to draw investors.

Fits with State Help: Mixes with PWB grants (40% covered). Fills holes for non-loan
work.

Costs and Timing: $750K to issue. 9-12 months with federal OK; $100M over 18
months. Smallest realistic deployment chunk: $5-10M (per rural P3 site, focused on
upkeep needs for 10-20 utilities).

Cost to Towns: 4.5% base + 0.5% for private setup = 5% before spread; adds
0.5-1% spread = 5.5-6% total (we use 6% avg. for ranking). Foundations cut extras
with grants.

Who Deploys/Underwrites Post-Raise: Top two picks: CERB or Department of
Ecology. They manage the P3 handoffs and fund releases.

e CERB: Strengths — Rural project vets; econ impact scoring for equity; flexible for
private ops. Weaknesses — Not deep in bonds (needs conduit help); $5M caps
without pooling. Spread: 0.75-1.5%.

e Department of Ecology: Strengths — Clean water specialists; handles bond
deploys for upgrades; broad rural reach. Weaknesses — Slower approvals (3-6
months); more grant-heavy than P3. Spread: 0.5-1%.

Risks and Fixes: Federal cap runs out — prioritize rural in state rules. Private team fails
— add performance guarantees.

! State helper: a state-created entity or "conduit issuer" (e.g., Washington's Housing Finance Commission)
that acts as the middleman. It issues the tax-free bonds for small rural utilities that couldn't do it alone,
using the state's legal setup to make the deal legit and investor-friendly. The proceeds flow straight to the
project—no state cash or risk on the hook. Keeps things simple for tiny towns without the hassle of going
direct.



What Lawmakers Need to Do: New law to grow Housing Finance setup (RCW
39.86) for water bonds. Push in 2026 session with Commerce backing.

Fed Boost: Workshop help on risk math for private teams; cuts federal time 2 months
with solid rural reports. Link to Fed banks for joint loans, easing credit checks.



Plan 3: Mixed Private Funding with Philanthropy Boost

How It Works: Blend $100M private debt/equity with foundation first-loss layers for
safety. Run through state helpers as easy terms. (Fully private — no federal loans.)

Pulling in Private Cash: Foundation first-loss cash makes it safe for grade-A status.
Green tax perks bump returns to 5-6%. Investor returns: 5% before tax on private part
(~3% after at top rates); blended equals ~7.9% taxed. Draws green bond buyers.

Teamwork and Foundation Role: PWB runs it; Water Foundation types give $15M
for rural starters, opening banks/funds.

Fits with State Help: Builds on CERB plans. No rate fights.

Costs and Timing: $300K to build. 12-18 months for setup; full rollout in 2 years.
Smallest realistic deployment chunk: $2-5M (per rural blend, targeting 20+ small
utilities for wide rural reach).

Cost to Towns: Mix of 4.5% private + foundation offsets = 5% before spread; adds
0.5-1% spread = 5.5-6% total (we use 5.5% avg. for ranking). Forgiveness-like grants
ease long-term pay.

Who Deploys/Underwrites Post-Raise: Top two picks: PWB or WASWD. They
blend the funds and push to sites.

e PWB: Strengths — Infra loan pros; scales to $100M with revolving tools; quick
rural disbursements. Weaknesses — Less philanthropy handling (needs foundation
MOUs); construction bias over blends. Spread: 1-2%.

e WASWD: Strengths — Utility network for on-ground speed; small-system
underwriting; flexible for private layers. Weaknesses — Consortium-style (coord
extra); smaller pools historically ($10-50M). Spread: 1%-+.

Risks and Fixes: Setup slowdowns — pre-OK from state. Rate swings — lock with
swaps.

What Lawmakers Need to Do Fast: Nothing big.

Fed Boost: Small research grants ($100K) for pilots via studies; proves job wins to cut
setup time. Post-workshop meetings to match lenders with pipelines, trimming 1-3
months.



Lessons from Other States

We looked at 3-5 wins from places like California and Colorado. They raised cash for
rural water, created jobs, and share tips for Washington.

State/Program Cash Who What Wins and Tips for
Raised Invested Made It WA

(24-25) Work
California Rural i $500M+ : Banks (like Tax-free Fixed 100+ systems;
Water Financing in group i Raymond groups, tip: Simple apps help
Agency bonds/loa i James), state tiny towns

ns retirement backups

funds

Colorado Water {$200M+ : Big funds, State flex {50+ rural jobs sites,
Resources & in water i nonprofits rules, 1,000 hires; twist:
Power Dev. bonds private Skip debt checks for
Authority leverage cheap
Pennsylvania $465M Bond buyers, : Revenue Water for 200K rural
PENNVEST for 63 private lenders : bonds + folks; tip: Save spots

jobs (32 state mix i for small areas

rural)
US Mixed Models : $1B+ Impact funds, : Foundation : 20% cheaper; scales
(like state across dev banks risk cuts, easy via PWB
blends) country private

loans
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