LEGISLATIVE FISCAL ESTIMATE
SENATE, No. 2591

STATE OF NEW JERSEY
220th LEGISLATURE

DATED: NOVEMBER 2, 2022

SUMMARY
Synopsis: Directs DCA to establish grant programs for public water systems.
Type of Impact: Annual State expenditure and revenue increases; annual local

expenditure and revenue increases.

Agencies Affected:  Department of Community Affairs; Board of Public Utilities; Certain
Local Government Units

Office of Legislative Services Estimate

Fiscal Impact Year 1 through Year 3
State Expenditure Increase $4.3 million - $6.0 million
State Revenue Increase $3.9 million - $5.4 million
Local Revenue Increase Up to $4.2 million - $5.9 million
Local Expenditure increase Up to $4.2 million - $5.9 million

The Office of Legislative Services (OLS) concludes that the State will experience a three-year
net expenditure increase of between $417,000 and $582,000 to administer the two grant
programs established by the bill, or between $139,000 and $194,000 annually. This estimate
assumes that the federal government will not waive the ten percent matching requirement from
the State toward eligible small water system projects. If this requirement is waived, State costs
will largely be eliminated and limited to the cost of administering the grant programs, for which
the Department of Community Affairs is permitted to retain three percent of funds allocated to
each program to offset its expenses.

Local governments operating public water systems could receive up to between $4.2 million
and $5.9 million in revenue over three years, or between $1.4 million and $2.0 million
annually, under the two State grant programs established by the bill. This assumes that all the
State grants are allocated to municipal water systems and also that the State withholds three
percent of the grant funding for the administrative expenses of the programs.

Local government expenditures are expected to increase by the same $4.2 million to $5.9
million over the three-year period to undertake the various water system projects authorized
by the bill and the federal Infrastructure Investment and Jobs Act.
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e The OLS notes that local governments are eligible to apply directly to the federal government
for grants under sections 50106 and 50213 of the federal Infrastructure Investment and Jobs
Act.

BILL DESCRIPTION

This bill directs the Department of Community Affairs, in consultation with the Board of
Public Utilities, to develop and implement two programs to provide grants to public water systems
from the funds received by the State pursuant to the federal Infrastructure Investment and Jobs
Act.

Under the bill, the department is to establish one grant program for public water systems that
have less than 500 service connections for the purpose of funding improvements to the operational
sustainability of eligible small public water systems through the identification and prevention of
potable water loss due to leaks, breaks, and other metering or infrastructure failures.

The bill also directs the department to establish a second grant program for all public water
systems, for the purpose of improving the sharing of information concerning water quality, water
infrastructure needs, and water technology, including cybersecurity technology, between or among
public water systems.

For both programs, the bill directs the department to establish grant application processes and
eligibility and ranking criteria, and publish them on its website no later than six months after the
bill's effective date. The bill also directs the department to determine maximum grant amounts to
ensure that grants are distributed throughout the State. Under the bill, the department may use up
to three percent of the money allocated to administer each program.

The bill directs the department, no later than three years after the bill's enactment, to prepare
and submit reports to the Governor and the Legislature that provide details about the projects
funded by the grant programs. After the report is submitted, or three years after the bill's
enactment, whichever is sooner, the bill is to expire.

FISCAL ANALYSIS
EXECUTIVE BRANCH
None received.
OFFICE OF LEGISLATIVE SERVICES

The OLS concludes that the State will experience a three-year net expenditure increase of
between $417,000 and $582,000 to administer the two grant programs established by the bill, or
between $139,000 and $194,000 annually. This estimate assumes that the federal government will
not waive the ten percent matching requirement from the State toward eligible small water system
projects. If this requirement is waived, State costs will largely be eliminated and limited to the
cost of administering the grant programs, for which the Department of Community Affairs is
permitted to retain three percent of funds allocated to each program to offset its expenses.

Based on certain assumptions regarding the amount of funding that New Jersey will receive
from the federal government pursuant to the Infrastructure Investment and Jobs Act, total State
expenditures during the three years the bill will be in effect will be between $4.3 million and $6.0
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million to implement the two grant programs, or between $1.4 million and $2.0 million annually.
This estimate assumes that the federal government will not waive the ten percent match from the
State toward eligible small water system projects. Of this amount, the OLS calculates that the
federal government could provide the State between $3.9 million and $5.4 million, or between
$1.3 million and $1.8 million annually, in financing over the three-year period from funding
allocated under the Infrastructure Investment and Jobs Act. The net effect being a three-year State
expenditure increase of between $417,000 and $582,000.

Local governments operating public water systems could receive up to between $4.2 million
and $5.9 million in revenue over three years, or between $1.4 million and $2.0 million annually,
under the two State grant programs established by the bill. This assumes that all the State grants
are allocated to municipal water systems and also that the State withholds three percent of the grant
funding for the administrative expenses of the programs. Local government expenditures are
expected to increase by the same $4.2 million to $5.9 million over the three-year period to
undertake the various water system projects authorized by the bill and the federal Infrastructure
Investment and Jobs Act.

The OLS notes that this estimate is based on certain assumptions regarding the amount of
funding that New Jersey will receive under the federal Infrastructure Investment and Jobs Act. To
the extent the actual funding the State receives differs from these assumed amounts, the estimate
will accordingly change.

Background: Section 50106 of the federal Infrastructure Investment and Jobs Act authorizes $50
million per year for grants to small public water systems that serve fewer than 10,000 people for
the purpose of improving their operational sustainability.

The OLS is unable to predict how many small public water systems will apply for funding
through the grant program and the cost of individual projects that may be funded. Additionally,
because the DCA is tasked with determining the maximum grant award under the program, the
OLS is unable to predict how many projects are likely to be funded. Moreover, local governments
may apply directly to the federal government under section 50106 and could choose to obtain
funding in this manner rather than going through the State program.

Section 50213 of the federal Infrastructure Investment and Jobs Act authorizes $15 million per
year for grants to public water systems to improve the sharing of information concerning water
quality, water infrastructure needs, and water technology between States or among counties and
other units of local government.

According to the NJDEP’s Annual Compliance Report on Public Water Systems, there are 569
community water systems that may be eligible for funding through the grant program. The OLS
is unable to predict the number of grant applications that will be received, the types of projects
requested to be funded through the grant program, and the cost of those projects. The OLS is also
unable to predict the extent to which the DCA will establish regional consortia as permitted by the
bill and section 50213 of the federal Infrastructure Investment and Jobs Act, and therefore, cannot
predict the amount of project funding that may be provided by neighboring states. Additionally,
because the DCA is tasked with determining the maximum grant award to be distributed under the
program, the OLS is unable to predict how many projects are likely to be funded.

Section: Local Government
Analyst: Abigail Stoyer
Assistant Fiscal Analyst

Approved: Thomas Koenig
Legislative Budget and Finance Officer
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This legislative fiscal estimate has been produced by the Office of Legislative Services due to the
failure of the Executive Branch to respond to our request for a fiscal note.

This fiscal estimate has been prepared pursuant to P.L.1980, ¢.67 (C.52:13B-6 et seq.).



