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New Year Opportunities

With the new year come new challenges and new
opportunities, none more critical than water. As this
issue of Texas Water News emphasizes, continuing
drought is a real threat. Despite some recent winter
rain, the number of public water supply systems on
the state’s “Drought Watch List” continues to grow,
and now stands at more than 1,000.

On the plus side, however, Texas is well posed to
respond to this danger with a variety of new tools:
- the recently released 2012 State Water Plan
points out where needs exist and prioritizes

them;

- the passage of Proposition 2 will enable more
funding for water projects;

* public-private partnerships present additional
approaches to financing water projects; and

- ongoing discussions in Austin are pinpointing
revisions in state policy and practice needed to
respond efficiently to water shortages.

NRS is committed to helping find concrete solutions
to Texas’ water needs, from helping promote
dialogue on water policy and practice through such

means as this newsletter to supporting new
developments in science and technology that
can address shortfalls and developing innovative
approaches to expanding supplies through
alternative sources. We believe there is not one
answer but that we must rely
upon multiple solutions and
be good stewards of our
resources.

Meeting the challenge of water
needs in Texas will involve some hard
decisions and, most likely, some
substantial expenditures. But the
alternative is not an option. Working together,
we can replicate the successes of those Texans who
rose to the challenge in the mid-1950s and secured
adequate supplies of water for the next half-century
and beyond.

From all of us at NRS and Befesa
WaterBuild, best wishes for a
productive new year.
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the challenges that Texas faces in developing the new water
supplies needed for its future growth.

$231 Billion Required to Meet 50-Year Water Needs in Texas

In releasing the draft plan for public comment on
September 23, the Board stressed “the primary message of
the 2012 State Water Plan is a simple one: In serious
drought conditions, Texas does not and will not have enough
water to meet the needs of its people, its businesses, and
its agricultural enterprises.””

“The plan also presents the sobering news of
the economic losses likely to occur if these
water supply needs cannot be met. As the
state continues to experience rapid growth
and declining water supplies, implementation
of the plan is critical to ensure public health,
safety, and welfare and economic development.”

The plan spells out the specifics: “If drought of record

conditions recur and water management strategies

identified in regional water plans are not implemented, the

state could suffer significant economic losses.” By 2060,

these losses could add up to:

- $116 billion in lost income;

- $9.8 billion in foregone state and local business taxes
associated with lost commerce; and

- 1.1 million lost jobs.

Avoiding this scenario comes with a steep price tag:
more than $53 billion is needed just to implement the
562 unique water management strategies that the 16
regional water planning groups have recommended to
provide 9 million AF/yr in additional water supplies,
primarily for municipal needs, by 2060. Water providers
say they will be looking to the state for nearly $27 billion
in financial assistance to implement these.

But that’s only part of the story. The “staggering” amount
of $53 billion estimated to implement water
management strategies in the regional water plans does
not “include costs associated with internal system
distribution facilities or aging infrastructure needs, nor
do the plans include needs for wastewater infrastructure
or flood control projects.” The Board projects that over
the next 50 years, the amount of funding needed to
cover the capital costs of all water-related infrastructure
in Texas will total some $231 billion.

Capital Costs of Needed Water
Investments in Texas by 2060
(in billions of dollars)

$88.9 Water treatment & distribution

381.7 Wastewater collection & treatment

$53.1 Water management strategies recommended
in 2012 State Water Plan

$7.5

Flood control

Source: Texas Water Development Board, 2012 State Water Plan

New Financing Tools Could Move
Water Plans to Reality

RECENT LEGISLATIVE ACTIONS HOLD PROMISE OF HELPING
TEXAS MEET THE COSTS OF NEEDED WATER SUPPLY PROJECTS.

Enhanced TWDB Bonding Authority

The state now has a greater supply of money to loan
local governments for water projects. In November,
voters narrowly approved Proposition 2, upping TWDB's
authority to issue bonds for water supply, water quality,
and flood control projects to $6 billion outstanding at
any one time.

Without this constitutional amendment, the $4.2 hillion
authority granted to the Board would have been exhausted
hy 2013.

Such honds are the agency’s primary vehicle for
funding water-related infrastructure and, for many
entities, the only viable financing option for water
infrastructure projects. Using the state’s credit
rating, the Board sells bonds and then loans to an
entity the proceeds at lower interest rates than
could be obtained elsewhere, saving money for all
involved. The entity uses the TWDB funding to pay
for construction, then pays the principal and interest
on the loan with revenue received through use of the
facility over time. Those persons henefiting from the
projects repay the loans, and thus the honds.

The Sunset Advisory Commission had recommended
increasing TWDB’s bonding authority, providing it with
an “evergreen” source of general obligation honds.
Lawmakers agreed that the Board’s bonding capacity
was “insufficient to meet the needs of local
governments that are upgrading infrastructure to
meet growing demand associated with a larger
consumer base” and approved SJR 4 by Sen. Hinojosa
and Rep. Ritter to put the proposed amendment
before Texas voters.

The population of Texas is expected
to increase by almost 82 percent
over the next 50 years, making it
inevitable that cities and towns will
need to expand and repair their
infrastructure to keep up.

New Options Through Private-Sector Financing

The “Texas Public-Private Infrastructure Act,” which
took effect September 1, offers a completely new option
for financing water infrastructure in the state: private
sector funding.

Public-private partnerships can provide the means of
taking care of infrastructure needs, even as the $27
billion shortfall in the state budget is replicated on a

smaller scale throughout Texas, stresses Brett Findley,
agent for the new Texas P3 Association.

“There’s not much cash in the bank” now to issue checks
to build needed projects, he says. “The only way to do that
is to marry the public and private sectors.” Projects eligible
for such public-private partnerships in Texas range from
water infrastructure to hospitals and schools of higher
education. Transportation projects are specifically excluded.

With P3, says Findley, “the project gets delivered on
time and at cost for a turnkey price” rather than “on
the backs of citizens.” While “the concept is not for
everyone, it is another tool in the toolbox.”

Some 26 states have implemented a similar delivery
process for transportation projects. With SB 1048 by
Sen. Mike Jackson and Rep. John Davis, Texas joins
Virginia, Arizona, and California in making this new
method available to fund buildings and other
non-transportation infrastructure needs.

Findley is quick to dispel the myth that P3 equals
privatization. “Nothing could be further from the truth,”
he stresses. “At the end of the day the entity owns the
structure.” Under a P3 arrangement, “there is no
irrevocable transfer of assets,” be it a water treatment
plant or a hospital.

The P3 mechanism also allows for creativity in
addressing needs. Instead of waiting for a public entity
to issue a request for proposal, the private sector now
can submit a concept that may not have been obvious.
Under SB 1048, a public entity may consider unsolicited
proposals from private firms to fund projects so long as
it establishes and follows specific procedures designed
to ensure transparency and public input. The Texas
Facilities Commission already has adopted a set of
guidelines for state projects.

The law also requires that the cost of reviewing any
unsolicited proposal be borne by the entity submitting
it. This provision will ensure that only real, legitimate
proposals come forward and will keep “tire-kickers”
from wasting public resources, Findley says.

The Texas P3 Association was formed to facilitate
partnerships, in part by increasing awareness among
local and state elected officials about the
opportunities now available to them, Findley says.
Membership is free to representatives of public
entities. More information about the group is
available at www.P3Texas.com



