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TO: Water Management Division Directors
Regions I - X
This memorandum provides information, guidelines, and answers to frequently asked questions
(FAQs) on how the U.S. Environmental Protection Agency (EPA) will award and administer
Water Quality Management Planning (WQMP) Grants appropriated to the State and Tribal
Assistance Grants (STAG) account in P.L. 111-5, the “American Recovery and Reinvestment
Act of 2009” (ARRA). WQMP grants are awarded under Section 205()(2) of the Clean Water
Act (CWA), using funds reserved in Section 604(b), and are commonly referred to as “604(b)
funds.”

I. INTRODUCTION

On February 17, 2009, President Barack Obama signed the ARRA into law. The ARRA contains
funding for numerous federal programs, including several environmental programs administered
by EPA. Most notably, the ARRA provides $4 billion for the Clean Water State Revolving Fund
(CWSRF) and $2 billion for the Drinking Water State Revolving Fund (DWSRF). (The Office of
Water has published information on the use of ARRA funds for the CWSRF and DWSRF
programs; see http://epa.gov/water/eparecovery/.)

Section 604(b) of the CWA provides for the reservation each fiscal year of 1% of each State’s
CWSREF allotment (or $100,000, if that is greater) “to carry out planning” under Sections 205(j)
and 303(e) of the CWA. The total nationwide allotment of funds reserved in Section 604(b) in
the ARRA is $39,301,827. The specific State-by-State allocations are set forth in Attachment 2
to this memorandum. Funds will remain available for obligation until September 30, 2010.
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Specific requirements governing the award of the 604(b) funds appropriated under the ARRA are
described in this memorandum. In addition, OMB has provided initial guidance on
implementation of the ARRA at:
http://www.whitehouse.gov/omb/assets/memoranda_fy2009/m09-10.pdf.

Nothing in this document is meant to conflict with or supersede the OMB guidance. Additional
guidance on 604(b) funds may be forthcoming, as more detailed information becomes available
from OMB.

To quickly review some of the most relevant source documents regarding both the CWSRF and
604(b) in the context of the ARRA, see the attachments 3-5 at the end of this document.

II. GENERAL BACKGROUND

A. CWSRF Funding Under the ARRA
Funding is available to each State CWSRF for the 3 purposes under Section 603(c) of the CWA:

The amounts of funds available to each State water pollution control revolving
fund shall be used only for providing financial assistance (1) to any municipality,
intermunicipal, interstate, or State agency for construction of publicly owned
treatment works (as defined in section 212 of [the CWAY]), (2) for the
implementation of a management program established under Section 319 of [the
CWA], and (3) for the development and implementation of a conservation and
management plan under section 320 of [the CWA].

These 3 purposes form the eligibility criteria for all CWSRF loans under ARRA. In addition, the
ARRA focuses 20% of the CWSRF ($4 billion), as well as of the DWSRF funds ($2 billion),
totaling of $1.2 billion dollars, on the following subset of projects:

“[TT]o the extent that there are sufficient eligible project applications, not less than 20
percent of the funds appropriated herein for the Revolving Funds shall be for projects to
address green infrastructure, water or energy efficiency improvements or other
environmentally innovative activities....” (emphasis added).

Significantly, Congress has never before designated these categories for special funding priority
under the SRF. To assist States in identifying projects that address designated activities, EPA has
prepared a list of “CWSRF Project Definitions and Examples for Green Infrastructure Reserve,”
which is contained in Attachment 6 to this memorandum.

B. Funds Reserved in Section 604(b) Under the ARRA

As required by Section 604(b), each State is to receive approximately 1% of their CWSRF grant
amount “to carry out planning under sections 205(j) and 303(e) of the” CWA. The exact amount
provided to each State is listed in Attachment 2 to this memorandum.

2



Under Section 205()(3), each State must allocate at least 40% of its 205(j) grant to “regional
public comprehensive planning organizations” (RPCPOs) and “appropriate interstate
organizations.” However:

“In any fiscal year for which the Governor, in consultation with such organizations and
with the approval of the [EPA] Administrator, determines that allocation of at least 40
percent of such amount to such organizations will not result in significant participation by
such organizations in water quality management planning and not significantly assist in
development and implementation of the plan described in this paragraph and achieving
the goals of this chapter, the allocation to such organization may be less than 40% of such
amount.”

Sections 205(j) and 303(e), set forth in Attachments 3 and 4, list a broad range of planning
activities that may be funded from the Section 604(b) reserve. Indeed, States and regional public
comprehensive planning organizations traditionally have used Section 604(b) funds for a wide
variety of planning activities.

While the full historical range of Section 205(j) and 303(e) activities continue to be eligible
under the ARRA, it is important to note that Congress has now created a special new category of
priority activities for CWSRF and DWSREF that has implications for States’ 604(b) planning
priorities as well. As noted above, Congress created a 20% set-aside in both SRFs for projects
that address green infrastructure, water or energy efficiency improvements or other
environmentally innovative activities.

Successfully identifying and prioritizing projects that fall within these specified categories
presents a unique challenge and opportunity for State water planning efforts. The 20% set-aside
reflects the high level of importance that Congress places on these categories for attention and
funding. However, to date, many States have not yet conducted detailed assessments or
developed plans on a State-wide or regional basis that focus upon these designated categories.
This may make it difficult for States to identify eligible projects and understand the relative
benefits of the many projects that will be considered for funding.

Therefore, EPA strongly encourages States to use Section 604(b) funds under the ARRA to
conduct appropriate planning activities with regard to green infrastructure, water or energy
improvements, and other environmentally innovative activities. Here are three examples of the
type of planning efforts that could help States successfully use SRF funds to implement the
specific types of projects included within the ARRA’s CWSRF and DWSRF 20% set-asides:

Example 1 (Green Infrastructure): The State or regional planning organization develops a
green infrastructure plan for a watershed which identifies healthy sub-watersheds of high
ecological integrity worthy of conservation and protection as well as sub-watersheds with
impaired waters in need of restoration; threats to the ecological integrity of these watersheds; and
the protection, mitigation, and restoration projects (e.g., in wetlands, coastal, source waters,
riparian areas, and other important aquatic habitats) and low impact development practices that
are needed to protect water quality.




Example 2 (Water Efficiency): The State conducts an analysis that documents current uses of
water (by sector) across the State and develops a plan based on that analysis. The analysis
considers historical, current, and projected trends of both water availability and use; conservation
techniques that may be used; and anticipated savings for various sectors and in total. The plan
identifies the water use reductions that will be needed to conserve water for drinking water
availability and other consumptive uses as well as to preserve ecological flows for fishing,
swimming, and aquatic habitat.

Example 3 (Environmentally Innovative Activity -- Climate Change Adaptation): The State
works with local, regional and interstate organizations to assess the expected impacts of climate
change on the health of aquatic ecosystems in the State and the vulnerability of clean water
infrastructure and develops response plans, that include specific immediate, short-term actions to
adapt to climate change, based on this information. This assessment and planning work could
include cooperation with interstate organizations and coordination on an interstate basis.

EPA notes that States are not required by ARRA to dedicate 604(b) funds to those categories of
activities that are eligible for the 20% SRF set-aside. EPA also recognizes that States will be
identifying and beginning implementation of ARRA projects expeditiously, so that results of
some planning activities begun at this time may not be available to help select and design ARRA
projects. Nonetheless, these set-aside categories of projects represent a new direction which
Congress (supported by many States, local governments, and non-governmental organizations)
has demonstrated a desire to promote, and plans conducted with the ARRA’s 604(b) funds will
help enormously in promoting the selection and implementation of such projects in the future.

EPA also notes the need to assure that all communities can have access to the funds in order to
help achieve the broad ARRA objectives of creating jobs, promoting economic recovery, and
assisting those most impacted by the recession. Therefore, States should strive to assure that
604(b) funds, including those that are passed through to RPCPOs and interstate organizations,
fairly address planning needs across the state, including traditionally under-represented and
disadvantaged communities.

C. Compliance, Reporting and Inspector General Review

It is reasonable to anticipate that EPA, States, and regional public comprehensive planning
organizations will be subject to new scrutiny with respect to the timelines and requirements for
performance and for reporting in the Recovery Act. Significant funding ($20 million) is directed
towards EPA’s Office of Inspector General (OIG) so that they can provide oversight and audit of
these programs. In addition to providing funding to the OIG, the ARRA provides $25 million to
the Government Accountability Office to support its government-wide oversight activities
relating to the ARRA.

The ARRA also creates a new Recovery Accountability and Transparency Board, to coordinate
and conduct oversight of covered funds to prevent fraud, waste, and abuse. Its members, other

4



















































°‘I




































