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Running Dry: Tuming the South Texas Water Crisis into a
Clean Energy Opportunity

Building a Clean Energy Investment Pipeline in Nueces County, Texas

AT A GLANCE

Investment Priorities

Solar-Powered Brackish Water Desalination, Water Distribution Infrastructure, Fleet
Electrification, EV Charging, Resilience Hub

Pipeline Value

$87.9 million across 6 projects

Key Partners

Clean Energy Fund of Texas (CEFTX); South Texas Water Authority (STWA); City of Kingsville; City
of Robstown; City of Driscoll; Nueces County; International Consulting Engineers; Coastal Bend
Council of Governments; Water Finance Exchange; Quantified Ventures

Community Impacts

e STWA serves 44,000+ residents across communities where the majority qualify as
disadvantaged.

e Corpus Christi reservoirs at a historic low of 10% capacity — forecasted to reach near zero by
spring 2027. Region under Stage 3 drought restrictions for over a year.

e Robstown (pop. 10,000), Kingsville (pop. 25,000), and Driscoll (pop. 680) are all critically
impacted communities.

Strategic Role

Green Bank | Coalition Organizer | Project Pipeline Developer

The Path Forward

The region is facing severe drought challenges that makes renewable, on-site generation for a
proposed $50M desalination project a significant opportunity, but timing is still uncertain and
there are political and environmental considerations still to overcome. Several partnership
structures are still being explored starting with public financing options, with additional
financing structures to be evaluated depending on how the P3 model develops. Ultimately once
solved, the coalition model would have the potential to be replicated across other water-stressed
Texas communities facing the same converging pressures.

Running Dry: Turning the South Texas Water Crisis into a Clean Energy Opportunity 01




THE BIG PICTURE

The Challenge: Corpus Christi's two main reservoirs sit at 10% capacity. Stage 3 drought restrictions
have been in place for over a year and city officials have told residents they are approaching the need
for mandatory water cuts with near-zero reservoir capacity projected by spring 2027.

This has been an ongoing challenge for the region. Recently, the plans for another large-scale
desalination plant were cancelled due to community opposition - fueled by rising costs, environmental
concerns around Baffin Bay, and lack of communication. Following this, the city's water utility credit
rating was downgraded by Moody's. This experience demonstrated why community buy-in is critical for
building critical water infrastructure. Coming out of this experience and with the drought crisis still
ongoing, the Municipal Investment Fund gave South Texas a second chance to get it right.

The Solution: The Clean Energy Fund of Texas, acting as a green bank, partnered with the South Texas
Water Authority to reframe the proposed desalination plant as a water-energy opportunity. By pairing

brackish water desalination with solar generation that locks in long-term electricity prices, the coalition
designed a pipeline that solves two problems at once: where the water comes from, and how to afford
the energy to treat it. Critically, the MIF coalition worked together to ensure that public communication
and community buy-in were prioritized from the start.

“We are excited about working with ourpartnership team on-the-Municipal Investment
Fund grant. Having access to ideas that can Support the STWA community is very
exciting, and using programs like the MIF to inspire community engagement and

projects like this helps to bring everyone together.”

— John Marez, Nueces County Commissioner
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CREATING THE FOUNDATION

Building a Regional Coalition The project team conducted virtual interviews with STWA, International
Consulting Engineers, the Coastal Bend Council of Governments, and other local experts — then
brought the full group together for a half-day in-person working session and site visits. International
Consulting Engineers, a Corpus Christi-based firm with a deep regional pipeline of water and energy
projects, convened the first stakeholder meeting at their offices and is providing pro bono consulting
on the anchor desalination project. The result is a coalition that spans green bank, water authority,
universities, engineering expertise, municipal government, and community engagement.

A Financial Structure Built for Complexity The project team proposed a Special-Purpose Vehicle (SPV)
associated with STWA as the implementing entity for regional energy projects. The SPV carries its own
legal and governance framework separate from STWA's core charter — allowing it to braid NCIF capital,
local municipal bonds, and state funds including the State Revolving Fund and Texas Water Trust, while
transferring construction and regulatory risk away from STWA and its municipal partners. This structure
gives institutional investors a clean entry point and gives STWA the flexibility to move without putting its
core operations at risk.

Learning From the Project That Failed The coalition built its community engagement strategy
explicitly around the lesson of Corpus Christi's cancelled desalination plant. First is a guarantee that
brackish water will not be discharged to the bay. Second is a signed commitment from STWA to engage
community partners throughout the process and clearly communicate potential project plans and
community impacts. Lastly, partners were identified to ensure local labor and workforce development
programs could be implemented. Taken together, this ensures that trust and partnership was at the
core of the predevelopment work.
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PROJECTS SEEKING CAPITAL: SIX-PROJECT PIPELINE

Solar-Powered Brackish Water Desalination — Anchor Project | $50 Million

STWA is developing a 4 MGD desalination plant to meet its own customer demand, powered by an
estimated 20 MW solar array that locks in long-term electricity prices. A larger 30 MGD plant to supply
Corpus Christi directly represents a $250-300 million expansion opportunity. This is the project the
region has been waiting for — designed this time with the community engagement infrastructure to
see it through.

Waterline Distribution System Repairs | $24.3 Million

TWA has identified over $30 million in unfinanced upgrades to its water distribution system — leaky
pipes, aging pump stations — of which $27 million is not covered by existing State Revolving Fund
commitments. Every gallon lost to infrastructure failure is a gallon the region cannot afford.

Pump Station Motor Upgrades + Solar | $6.6 Million

Premium efficiency motors powered by solar and battery backup across STWA's distribution network
pump stations — reducing operating costs while strengthening grid independence at critical water
infrastructure nodes.

Resilience Hub — Kingsville | $5 Million

A net-zero resilience hub with solar and battery storage in Kingsville, providing backup power and
community resources before, during, and after hurricanes, flooding, and other extreme weather events
that increasingly define life on the Gulf Coast.

Fleet Electrification & EV Charging — Kingsville | $1.5 Million

The City of Kingsville identified over $1 million in vehicle replacement needs and chose electrification
over in-kind replacement — paired with a $500,000 EV charging network serving municipal facilities and
the public.

Wastewater Utility Upgrades — Kingsville | $460,000
Targeted wastewater utility improvements projected to reduce energy consumption and operating
costs at Kingsville's wastewater facilities.

Running Dry: Turning the South Texas Water Crisis into a Clean Energy Opportunity 04



IMPACT & NEXT STEPS

The MIF grant created something that had not previously existed in the Coastal Bend region: a cross-

jurisdictional coalition organized around the water-energy nexus, a named pipeline of projects linking
water infrastructure to renewable energy, a signed partnership agreement, and a proposed financial

structure to carry it forward.

A Historic First for STWA This is the first time the South Texas Water Authority has chosen to use its
legislative authority to source water independently, and the first time the Corpus Christi Water
Department has considered becoming a net purchaser rather than remaining a net supplier. The MIF-
funded coalition work created the collaborative framework for both entities to explore that shift
together. The partnership positions STWA to develop desalination capacity that could serve both its
44,000+ customers and the broader Corpus Christi region.

Shifting from Operations to Capital One of the most compelling arguments for solar among local
stakeholders wasn't environmental; it was financial. Pairing solar generation with desalination converts
volatile operations and maintenance costs into predictable interest and sinking fund payments. For
water utilities operating under downgraded credit ratings and drought-driven budget pressure, locking
in a set electricity price was a critical financial benefit.

A Model Built to Travel The SPV structure, the community engagement framework built from the
lessons of Corpus Christi's failed project, and the pipeline connecting solar generation to water
treatment are all explicitly designed for replication. The project team's stated goal is to build a
predevelopment model that can be deployed across Texas or wherever water scarcity and energy
affordability are converging into the same crisis.

The Strategic Opportunity The STWA can no longer rely on Corpus Christi to supply water, and they

are acting quickly to secure other sources. The MIF opportunity allowed STWA to develop a local

coalition to support more resilient water source & distribution and electrification infrastructure options

with renewables and battery backup. The water crisis in the region is forcing generational

infrastructural changes, which if done well could lead to many co-benefits, including energy and |
community resilience, ecosystem protection, and inter-jurisdictional cooperation.

This case study was developed through the Municipal Investment Fund, a partnership between ICLEI USA and
CGC to support local governments, Tribes, and their partner not-for-profit organizations in developing public-
private partnership plans that accelerate the deployment of capital to clean energy projects.
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