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Financing and Funding Utah’s Water

With water supply and infrastructure 
costs estimated at $32.7 billion 
through 2060,1 and drastic reductions 
in federal money for water 
infrastructure financing,2 it is crucial 
for the state of  Utah to protect 
existing water conservancy district 
revenue sources and designate a 

stable source of  state funding for water development. Water is an 
essential public service and the foundation of  our state’s economy.  

 More than $32 billion needed for infrastructure.
With Utah’s population expected to grow from 2.9 million in 20133 to 6.0 million in 2060,4 and the 
corresponding growth in water demands of  749,000 acre feet,5 substantial new water supplies will be 
needed to sustain the state’s population, economy and well-established high quality of  life.  
Estimated costs of  this additional water supply and infrastructure are $14.7 billion.6 Repair and 
replacement costs of  existing infrastructure are estimated at $17.9 billion.7

 Where will the money come from?
Water conservancy districts throughout Utah are currently financing capital costs of  large water 
projects and repaying debt from federally-financed water projects. Water districts provide a critical 
public service that, unlike education and transportation, repays capital expenditures. As water 
districts expand to serve a larger population, district revenues will repay debt. But the capacity of  
water districts to issue sufficient bonds for the dramatically-growing water needs of  Utah will soon 
cap out. This trend, together with the loss of  federal funding for water, will focus the growing need 
for additional state funding and financing.

Federal Funding and Financing 

Federal funding for water infrastructure projects is in steady decline for two main reasons: 1) federal 
budget cuts as set by the sequestration law8 and 2) the prohibition of  “earmarks” under the House 
and Senate rules that prohibit congressmen and senators from directing funding to a particular state 
or district. This has had real impacts to projects in Utah as seen by the decrease in funding through 
the Bureau of  Reclamation, Army Corps of  Engineers and Environmental Protection Agency. 

Sequestration

If  the Appropriations Committees appropriate monies above the caps, automatic 
across-the-board cuts will be triggered. This was seen in FY 2013 when five percent was cut 
from all discretionary programs, which included all water programs. 

Earmark Reform
House of  Representatives and Senate rules prohibit Congress from bringing a bill to the floor 
that contains “earmarks.” Simply put, the President’s budget proposal sets priorities for federal 
water infrastructure project funding. 

It will be more difficult for water programs to be adequately funded by Congress in the 
appropriation bills as the administration continues to lower funding levels in compliance with the 
2011 Budget Control Act.

Water projects that have 
historically enjoyed steady 
funding and support are also 
seeing the impacts from 
federal budget cuts. 

JORDAN VALLEY WATER
C O N S E R V A N C Y  D I S T R I C T

Given that federal resources will likely continue to decline, it is anticipated that water 
infrastructure financing 
will have to rely more on 
state and local 
government funding 
sources in the long-term.

State Funding and Financing
Similar to other states, Utah has a revolving loan program that provides city and county 
governments and water companies with low-interest loans to finance water infrastructure necessary 
for economic growth. Historically the state’s revolving loan funds have financed 15 to 20 percent of  
state-wide water project costs. With the anticipated $32.7 billion in infrastructure costs during the 
next five decades, combined with reductions in federal funding, water conservancy districts and 
other water agencies will rely more on the state’s revolving loan program to finance project costs.  

The state is listed as the owner, financier and operator of  state water projects, including the Lake 
Powell Pipeline and Bear River, as identified in the respective legislatively-approved development 
acts.12 These projects will develop critical Utah allocations in two interstate river systems: the 
Colorado and Bear rivers. 

As such, the state legislature is responsible for identifying a revenue source to support the financing 
of  these two projects and water districts are responsible for determining repayment plans to go into 
effect once water deliveries commence. The state will be repaid by the water users in water 
conservancy districts.

Water Conservancy District Funding and Financing 

Because of  the complex, costly and critical nature of  water development, Utah legislation has 
allocated three essential revenue sources to water conservancy districts: user charges, limited 
property taxes and impact fees. User charges fund ongoing operation and maintenance of  existing 
water deliveries. Property taxes support bonding for new water supplies and infrastructure, fund 
operation and maintenance of  system capacity not delivered to existing users (reserved for future 
users) and pay for a myriad of  other district functions that have broad public benefits. Impact fees 
assist with the capital costs of  public facilities required to accommodate growth.

Revenues from these three funding sources make it possible for water districts to function properly 
and repay project financing to the state and investors. This funding model is critical to Utah’s 
economic development.    

 Are property taxes really needed in this funding model?
Yes. The elimination or reduction of  property taxes, as promoted by advocacy groups, would 
remove the districts’ most stable income source,13 threaten the districts’ AA or higher bond ratings14  
and require water rate increases up to 190% to compensate for lost revenues.15
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1 QUAIL CREEK RESERVOIR ECONOMIC IMPACT

The Quail Creek Reservoir represented a significant investment in Washington County’s future when it was dedicated 30 

years ago on September 20th, 1985. At the time, the county’s population was just 35,761 that had supported the $23.5 

million ($52.1 million in today’s dollars) project in recognition of the growing needs of the rapidly expanding community.

The forward-thinking approach of the residents of Washington County has allowed population growth to continue, 

reaching 151,948 residents in 2014, just over a four-fold increase in the past 30 years. This represents an astonishing 

compound annual population growth rate of 5.1 percent during the period. Water from Quail Creek has no doubt allowed 

Washington County’s growth to continue up to this point without having to worry about where the water will come from.

Also during this time, residents have learned to use the Quail Creek State Park’s various recreational amenities. The site 

includes not only a boat ramp for the use of the water, but also campgrounds and picnic areas along the shore. The 

residents of Washington County have benefited greatly in the past 30 years thanks to the Quail Creek Reservoir, with 

enough water to drink and a new place to play. As Washington County continues to grow, so will the demands on its 

existing water infrastructure. The Quail Creek Reservoir will be an integral part of that system for years to come.

Disclosure
This report was designed by Applied Analysis at the request of Washington County Water Conservancy District to estimate the economic impacts associated with the Quail 
Creek Reservoir in the Washington County economy. However, we make no representations as to the adequacy of these procedures for all purposes. Our findings and 
estimates are as of the last day of our fieldwork (September 1, 2015). We have no responsibility to update this report for the events and circumstances that may occur after this 
date. Our report contains demographic, employment, and economic market data. This information was collected from third parties and is presented in this summary report; 
it was assembled by Applied Analysis. While we have no reason to doubt the accuracy of the data reported herein or utilized in the formation of our findings, the information 
collected was not subjected to any auditing or review procedures by Applied Analysis; and therefore, we make no representations or assurances as to its completeness.

ECONOMIC 
IMPACTS
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In economic impact modeling, the “outputs” of one industry become the “inputs” of others, and vice versa.  
This relationship is sometimes referred to as the “multiplier effect,” illustrating how changes in one  
sector of the economy can affect other sectors. The sum of these impacts is the total economic impact.

The notion of multipliers rests upon the difference between an “initial effect” and the “total effects” of that change or 
stimulus. Generally speaking, these effects are segmented into direct impacts, indirect impacts and induced impacts. Each 
is described below.

DIRECT IMPACTS measure the effects of the specific impacting force being considered. In this case, for example, the 
value of water produced and used by residents of Washington County is considered an indirect impact. 

INDIRECT IMPACTS consider how other businesses respond to the impacting condition. The value added by industry 
and other users of water in the area would be considered the indirect impact in this case.

INDUCED IMPACTS measure the effects of increased (or decreased) consumer expenditures resulting from wage 
and salary payments sourced to an impacting condition. In the present case, for example, if a person were employed by 
a company using the water provided by Quail Creek Reservoir, she might be expected to spend a portion of her monthly 
salary at a supermarket, a local movie theater or at a restaurant. Induced effects capture the impacts of this spending as it 
“ripples” through the local economy. 

TOTAL EFFECTS are the sum of direct, indirect and induced effects.

TOTAL ECONOMIC IMPACT

DIRECT IMPACTS
(Sourced to the Activity)

Multiplier Effect

INDIRECT IMPACTS
(Sourced to Supplier Purchases)

INDUCED IMPACTS
(Sourced to Employee Spending)

MEASURING ECONOMIC 
IMPACTS
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Employment Labor Income Economic Output

Direct 137 $11,590,000 $30,643,000

Indirect 141 $7,874,000 $18,643,000

Induced 258 $15,534,000 $27,972,000

TOTAL 536 $34,998,000 $77,258,000

The total annual economic impact of the Quail Creek 
Reservoir in Washington County is estimated at $77.2 
million of output. Total output is sourced to approximately 
$75.7 million of output sourced to water-related activity 
and another $1.6 million is sourced to recreation-related 
impacts (each is discussed on pages 4 and 5, respectively). 
The reservoir’s stable water provisions and recreational 
amenities are responsible for the creation of 536 jobs in the 
county where workers earn $35.0 million per year in labor 
income from the reservoir.

The majority of these impacts are sourced to the estimated 
6.5 billion gallons that the Quail Creek Reservoir reliably 

provides for Washington County residents every year. A 
smaller portion of the impacts also originates from the use 
of the reservoir for recreation purposes. 

Quail Creek Reservoir produces enough economic 
impact for residents to offset its’ total construction costs 
every eight months each year, relative to the inflation-
adjusted cost of $52.1 million ($23.5 million in 1985). Stated 
otherwise, the reservoir’s annual, recurring benefits of 
$77.3 million (in annual output) far outweighs the one-time  
construction cost.

TOTAL
IMPACTS

Creation of

536 jobs

Annual worker earnings

$35.0 million

Total construction costs in 1985

$23.5 million

Annual output

$77.2 million

Provides Washington County

6.5 billion gallons annually
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The Quail Creek Reservoir is capable of holding 40,325 acre-
feet of water, enabling the residents of Washington County 
to tap into Virgin River water throughout the year. The dam 
acts as a critical hedge against dry spells that deplete water 
resources heading into the region by storing water for these 
periods. The water is then able to be accessed at any time by 
Washington County residents.

When the reservoir was initially constructed, it was capable 
of providing approximately 20,000 acre-feet of water per 
year. Assuming that each acre-foot has a worth of $1,500 
for Washington County residents,1 the total value of water 

provided by the reservoir is $30 million dollars.
This leads to a total output in the region of $75.7 million annually 
due to the reservoir’s water supply. Business and industry in the 
area are able to provide 518 jobs as a result of the additional 
water. All workers employed as a result of the additional water 
earn approximately $34.4 million annually in total.

Additionally, the full value of water is likely not captured by these 
estimates, as Washington County residents and businesses 
may be willing to pay more for a secure supply of water. 

 

WATER
IMPACTS

Employment Labor Income Economic Output

Direct 127 $11,325,000 $30,000,000 

Indirect 140 $7,822,000 $18,433,000 

Induced 251 $15,283,000 $27,220,000 

TOTAL 518 $34,430,000 $75,653,000 

Capable of holding

40,325 acre-feet

Total annual output

$75.7 million

Capable of providing each year

20,000 acre-feet

Provides

518 jobs

Estimated value of water provided

$30 million dollars

1. Assumption based on An Evaluation of Economic Impacts of Quail Creek and Sand Hollow Reservoirs, John D. Groesbeck, Ph.D., May 2012.

The value of each acre-foot

$1,500
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In 2014, over 75,000 visitors enjoyed the amenities that 
Quail Creek State Park has to offer. The visitor count is down 
considerably from its peak in 1998, when there were over 
700,000 visitors to the state park during the year. While overall 
visitation may not be as robust as it was nearly two decades 
ago (the peak), Washington County residents have enjoyed 
relaxing on the waters of Quail Creek Reservoir throughout its’  
30 year existence.

Last year, visitors spent an estimated $2.4 million on visits 
to the reservoir, gearing up at local retailers for their 
boating, fishing, hiking, and camping. After retailer margins 
were considered, this led to a direct economic output 
approximately of $643,000 and total economic output in 
the county of $1.6 million. A total of 19 jobs are generated 
by this economic activity, with workers earning $568,000 in 
labor income for their efforts.

RECREATIONAL
IMPACTS

Employment Labor Income Economic Output

Direct 10 $265,000 $643,000

Indirect 2 $52,000 $210,000

Induced 7 $251,000 $752,000

TOTAL 19 $568,000 $1,605,000

Direct economic output

$643,000
Worker earnings 

$568,000

Peak visitation in 1998

Over 700,000

Visitors spent an estimated

$2.4 million

Total economic output

$1.6 million

In 2014, there were

75,000 visitors


