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Background and Purpose: Water Quality Improvement Fund (WQIF) grants are governed by a legally
binding and enforceable grant agreement between the recipient and DEQ as required by Section 10.1-2130
of the Code of Virginia. The availability of grant funds in WQIF for point source pollution control projects
is subject to appropriation by the General Assembly and allocations made by the Secretary of Natural and
Historic Resources. In the event of a shortfall, the Commonwealth is strongly committed to managing
WQIF to ensure full funding of all executed agreements and to following an equitable process for
distribution of available funds among all grantees.

Item 365 I, of the Commonwealth’s budget, adopted during the 2024 General Assembly Special Session 1,
requires grantee owners of Enhanced Nutrient Removal Certainty (ENRC) Program and other Water
Quality Improvement Fund projects to submit forecasts of projected quarterly grant disbursements. The full
text of Item 365 1 provides:

Grantee owners of Enhanced Nutrient Removal Certainty (ENRC) Program and other Water Quality
Improvement Fund projects subject to a grant agreement with the Department shall submit a forecast of
projected quarterly grant disbursements covering each quarter of the current fiscal year and the next fiscal
year thereafter. The Department shall compile the grantee-supplied forecasts of projected quarterly grant
disbursements and compare expected disbursements to available appropriations to provide advance notice
of any potential shortfall. The Department shall submit each forecast to the Chairs of the House
Appropriations Committee and the Senate Finance and Appropriations Committee on a quarterly basis.

Summary of Grantee-Supplied Forecasts and Projected Quarterly Grant Disbursements:

Active WOIF Grant Agreements:
The program currently has fourteen (14) active WQIF grant agreements, with $722,902,148 remaining in
total obligations. The current WQIF fund balance, including FY26 bond authority, is $537,952,898, which




is not sufficient to meet the needs of the active WQIF grant agreements. These amounts represent cash flow
needs based on executed WQIF grant agreement obligations at the time of reporting. Additionally, as
described in previous WQIF Quarterly Projection memos, the South Central Wastewater Authority
(SCWWA) received project bids exceeding estimates utilized to execute the original grant agreement, with
project costs expected to increase by $87,722,143. As a result, remaining obligations will total
$810,624,291 once the amended SCWW A agreement is executed.

Future WOIF Grant Agreements:
During the reporting quarter, WQIF had no pending grant applications under evaluation.

Total Estimated Cash Flow Need:

Based on the grantee-supplied forecast of projected quarterly grant disbursements, pending WQIF grant
agreement estimates, outstanding Needs Assessment identified projects, and anticipated WQIF
contributions, existing WQIF resources are not sufficient to meet cumulative projected needs through FY28
as detailed in Tables 1, 2, and 3. To fulfill the total WQIF need this biennium, $3,696,171 is needed in
FY28. The FY27 cashflow need is met so long as the $140.5 million for HRSD remains from the introduced
biennial budget.

In this quarterly update, grantee-supplied forecasts once again changed dramatically and eliminated the
previously anticipated shortfall projected through FY27 and significantly reduced the anticipated shortfall
for FY28. Due to this change, the numbers below no longer align with the DEQ WQIF update provided in
February which projected shortfalls of $188,870,745 for FY27 and $187,475,733 in FY28. In addition to
typical project and related expense forecast changes, refinement of project schedules and expense forecasts
for four recently executed agreements totaling $224,619,870 and the withdrawal of one planned project
totaling $88,000,000 contributed greatly to the change noted in this quarterly update.

During the past quarter, DEQ analyzed locality reported projections for reimbursement requests over the
last three fiscal years and found that less than half (45%) of projected reimbursement requests submitted to
DEQ were within $100,000 of the actual amounts disbursed for the corresponding quarter. Individually, the
accuracy of some grant recipient’s projections over 15 quarters were as low as 0%. As such, for this quarter
and going forward, DEQ began requiring all grantees to work collaboratively with the grantee’s finance
department, project engineer, and contractors to develop a more precise and realistic drawdown schedule,
provide a detailed construction schedule outlining major milestones and anticipated timelines, identify the
specific project milestones the locality anticipates completing during the upcoming reporting period, and
summarize these milestones on the quarterly grant disbursement projection reports. DEQ is hopeful that
this enhanced reporting will provide more accurate and evidence-based cashflow forecasts moving forward.
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Q1 - Actual Q2-Actual Q3-Actual | Q4-Forecast Total
Active Obligations 2,599,230 71,507,370 85,109] 350,600,106| 464,791,815
Grants Under Evaluation 0 0 0 0] 0
Total 2,599,230 71,507,370 85,109 390,600,106 464,791,815
2 ﬁf«,




Table 2. Fiscal Year 2027 WQIF Forecasted Expenditures by Quarter

* If the final budget bill does not include this appropriation, this obligation will continue
and increase the need to $76.7 million in FY27 and, cumulatively, $144.2 million in FY28.
** Excludes the 2025 Needs Assessment projects that are now executed or pending agreements.

N

Q1 Q2 Q3 Q4 Total
Active Obligations 35,730,501] 31,661,452 17,842,132| 12,951,800, 98,185,885
Grants Under Evaluation 0 0 0 0 0
Total 35,730,501 31,661,452| 17,842,132| 12,951,800/ 98,185,885
Table 3. Total WQIF Need through Upcoming Biennium
FY26 F27 FY28 Total
Balance and FY26 Bonds 612,144,607| 93,432,699| 63,862,210| 612,144,607
Pending and Active (464,791,815)| (98,185,885)|  (3,980,738)| (566,958,438)
|Obligations
FY27/FY28 Introduced Budget* 140,550,000 140,550,000|
Needs Assessment Estimated
(53,920,093)| (71,934,604)| (63,577,643)| (189,432,340)
Requests **
Net Balance 93,432,699| 63,862,210| (3,696,171) (3,696,171)



