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WQIF - Quarterly projected grant disbursements

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 the 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 the 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 I,
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 I 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:
1

Active WOIF Grant Agreements:
The program currently has sixteen (16) active WQIF grant agreements, with $394,704,147 remaining in
total obligations. The current WQIF fund balance, excluding pending FY26 bond authority, is




$338,097,997, which is not sufficient to meet these active WQIF grant agreements. These amounts
represent cash flow needs based on executed WQIF grant agreement obligations at the time of reporting.
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 $74,476,300. As a result, remaining obligations will total
$469,180,447 once the amended SCWWA agreement is executed.

Future WOQIF Grant Agreements:

The program currently has three (3) WQIF grant applications under evaluation that, in total, would add an
estimated $431,964,277 to the projected cash flow need. This estimate includes two Hampton Roads
Sanitation District (HRSD) projects that will become fully executed grant agreements within the nextninety
(90) days. The HRSD projects include James River ANRI & SWIFT and Nansemond ANRI, with grant
eligible costs totaling $420,291,277. Upon execution of the grant agreements, HRSD will begin submitting
disbursement requests for project costs that have already been incurred and, it is our understanding, that an
immediate, initial disbursement request exceeding $200 million is planned this fiscal year.

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, $188,870,745 and
$187,475,733 isneeded in FY27 and FY28, respectively. The FY27 need is reduced from $329.4 million
to $188.8 million if the $140.5 million for HRSD - Boat Harbor remains from the introduced biennial
budget.

In this quarterly update, grantee-supplied forecasts changed dramatically and significantly reduced the
anticipated shortfall projected through FY27, from $306,735,363 in the last quarterly update to
$203,566,048. While cash flow needs change routinely for construction projects, the level of change noted
in this quarterly update from previous submissions requires additional validation by DEQ to ensure future
projections from grantees are developed in a reasonable and consistent manner, aligning the purpose of
forecasting cash flow needs from the Commonwealth in future quarterly updates.

Lastly, cash flow needs may be further impacted by a bond authority concern that is being worked out by
several Commonwealth agencies and HRSD. HRSD has used tax-exempt bond proceeds to fund WQIF
eligible project expenses, which likely prevents DEQ from reimbursing those expenses with
Commonwealth tax-exempt bond proceeds that mostly make up the current WQIF fund balance. Assuming
this concern cannot be resolved, a large portion of existing and planned HRSD obligations will require
reimbursement with new general fund resources.

Table 1. Fiscal Year 2026 WQIF Forecasted Expenditures by Quarter _
Q1 - Actual Q2-Actual Q3-Forecast Q4-Forecast Total
Active Obligations 2,599,230 71,447,380 27,000,467 39,256,511 140,303,588
Grants Under 133,718,342 | 100,680,970 | 234,399,312
Evatuation
Total 2,599,230 71,447,380 160,718,809 139,937,481 374,702,900
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Table 2. Fiscal Year 2027 WQIF Forecasted Expenditures by Quarter

Q1 Q2 Q3 Q4 Total
Active Obligations 90,047,749 89,174,239 89,545,541 | 21,151,173 289,918,702
g:&t: tfonnde’ 40,525,378 40,525,378 40,525,378 | 29,512,920 151,089,054
Total 130,573,127 129,699,617 130,070,919 | 50,664,094 | 441,007,756

Table 3. Total WQIF Need through Upcoming Biennium

FY26 F27 F28 Total
Balance and FY26 Bonds 612,144,607 | 183,521,615 - 612,094,507
Pending andActive Obligations (374,702,899) (441,007,756) (123,898,090) (939,608,745)
FY27/FY28 Introduced Budget* - 140,550,000 - 140,550,000
2:;3 :s’::ffs Sment Estimated (53,920,093) | (71,934,604) |  (63,577,643) |  (189,432,340)
Net Balance 183,521,615 | (188,870,745) | (187,475,733) |  (376,396,578)

* If the final budget bill does not include this appropriation, this obligation will continue and
increase the need in FY28 to $329.4 million.
** Excludes the 2025 Needs Assessment projects that are now executed or pending agreements.
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