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This guidanoe provides principles and procedures for award and oversight 
of 205(j}(l) and 60Hb} fu.'1ds during FY 1988-90. · It replaces previoos gui­
dance, including the 20S{j} guidance of September 2:4, 1982, and has been 
cooroinated with t..')e Office of General Counsel. 

Bac:koround 

lhe Clean Water Act (OV\) was ·amended in 1981 to authorize grants to 
States and fundil"IQ for substate agencies fo::: Water QJality Management. (w:;:11) 
planning under Section 205(j) . The Water Quality Act of February 4, 1987, 
contains arrendnents to the 01A w'hich m:xHfy specific pr:ovisions of this 

· _Section. These arrencrrents ei~arx,;,e Section 205(j) (3} relating to management of 
planning gra.nts under 205~j) (2), add Title VI which authorizes State revolving 
funds for construction of PQ'l'Ws and requires States to reserve ~ plaMing 
funds · µnder Section 604 (b), and establish under Section 205 ( j )( 5) a neiw 
reserve of fW1ds to be used to address nonpoint soorce problems. 

Section 20S(j){l) requires EPA to reserve each year for each State Ii 
of its share of Title II funds or $100,000, whichever is greater, to carry 
cot planning under 20S(j) (2), includi~, "i.trq;:>lenenting Section 303{e)." 
Beginning in FY 1989, Section 604(b) requires each State to reserve each year 
lt of its Title VI allotrrent or $100,000, whichever is greater, for "planning 
U.'16er Sections 20S(j) and 303(e)." Section 205(j) (1) and Section 604(b) funds 
will be awarded under Section 205 ( j) ( 2). 
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Perhaps the nost inportant cha~ affecting W:t-t grants is the anenaoont 
to Section 205(j}(3) which provides, 'with certain exceptions, that at least 
40\ of a State's funds awarded under 20S(j}(2) JTOJSt be allotted to other 
organizations for ~ activit-ies, .This provision "'111 increase the nunber of 
entities in each Stat.e e~ged in \QI activities and will require a6dit1on.al 
oversight on the part of EPA and the State to assure that \oiQ!'X programs are 
develc:pcd and irrpleroenteo effectively. 

These dlanges do not affect the basic purposes for which \,Q-1 plannin:;i 
funds are reserved, As stated in the .Act, these funds are to be used to 
determine the nature, extent and causes of p::,int and nonpoint soorce pollution 
problems and to develop plans to resolve these problems. 

The sccpe of this guidance is lirn.1.ted to 'the period ·FY 1988 - 90 to c::over 
the rerMining years in which 205(j)(l) funds a.re authorized. EPA intends to 
issue guidance concerning man~ement of 604(b) funds after FY 1990 a·t the 
appropriate ti.me for P"i 1991 guidance. 

Management Process for 205 { j) (1) aoo 604 ( b) F\lrrls 

Award and manageirent of 205(j)(2) grants fran 20S(j){l) and nCM 604(b) 
reserves is part of the annual Office of Water {CW) program cycle which begins 
in the S;:,rini;;i of every year with the issuance of EPA's Agency ~rating Q.li­
oance, E:PA' s Regional Of.fices then provide specific guidance to States which, 
irl turn, sul:xnit draft grant work programs in J'une or July, In FY 1989 ·and 
1990, each State is required by ·Section 604(b) of the~, as am!nded, to 
reserve 1% of Title VI allot.rrents or $100,000, whichever is greater, for 
plaMin:;;) .under 205(j) aoo 303(e) a= . the Act. These funds will suwlement the 
205 ( j) ( l) funds reserved in those . years. In FY 198 9 and 1990, draft "'10t"k 
pt"C9rams will oescr~be all activities and outputs supported by both 205{j)(l) 
and GO~(b) .. funds. After revising the work programs based on 'f:?A cx::mrents, 
the final grant application is submitted in Septern!:>er, and EPA takes action on 
the application after appropriations are received, usually in O::tober. Toe 
aMual grant cycle. describ,ed in this paragraph may vary where EPA provides 
grants to match the State ~iscal year · cycle. 

Pursuant to Section 20S(j) (3), ·states shall provide at least 40% of their 
205 ( j) ( l) and 604 {b) funds resetved and· awarded in FY 1988 and future years to 
Regional Public· CCinprehensive Planni~ Agencies* (R.DC:Pas) and ·interstate 
Organizations* (IOs )' , u.riless the Governor, in consultation 1o1ith RPCPOs/IOS 
and with the approval of the EPA Regional A1ministrator, determines that pro­
vision of such an anount •will not result in significant participation t7:r' such 

* Wnen Congress in February 1987 mrend~ Section 205( j) ( 3) of the Clean Water 
.Act to require States to allocate at least 40 percent of water quality 
management plaMing .funds to RPCPOs/IOs, the CONJress did not intend to 
change the eligibility of organizations to receive such funds. Conse-

. quently, all organiza.tioos ·which were eligible to receive such plaMing 
fun6.s' prior to the passage of the Water Quality kt of 1987 conti~ to be 
eligible funding recipients. 
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oroanizations in water quality rnanao,e.rrent plaMing ~ not signifiC4ntly assist 
in aevelopmnt and i.nQlerrentation of the w-ater quality management plan .... 
Only in such situations ,ray State allocations to RPCPOs/IOs be less than 40\. 
of the St.ate 9rant amount. This 40\ requirement applies to all FY l988 func1S 
and those in future years until awarded, even though the award may not be rr.ade 
in the year of the appropdation. 

In mana.Qing the process of selecting and fundln;7 RPCP()g/IOS, States shoultl 
ca11rra.mic:4te clearly thei.r water quality Qoals, p~rarn priorities a.nc, expecta­
tions for RPCPO/IO participation in -OOQOing and prospective projects . Gene-:­
rally, the St.Ates will have the best infotlt'ation regarding the nature and 
causes of priority water quality problems and may already be involved in ef­
forts to resolve them. In the case of nore loealized problems (e.g., in lakes 
and aquifers) where RPC?Os/IOS may be most familiar with the issues, S~tes 
can provide technical and other forrrs of assist.Mee. t,o matter what the 
nature of the project being funded, coordination aoo cocperation bet~en the. 
State and the R.PCPO/IO is essential to successful resolution of the water 
quality problem beir¥J addressed. 

DevelopirQ work Proorams for 205( j )( 2 )' Grants 

The 40% pass-through provision means that significantly irore RPCPOs/IOs 
will receive ~ funds fran the States, and that both EPA and the States rrust. 
devote additional. ·staff tine and effort to funding and oversight of these 
agencies. E'irst, States in accordance with Section 205(jJO) must "devel09 
jointly" with RPCPOs/IQ; an annual work pr0;1rarn fo-::- use. o'f 20S(j)(2) grants. 
!n practical terms, this means that States, prio::- to develo;.:xrent of their ~ 
w;:,rk programs, must invite eligible organizations to su.!:xnit applicatio:1.S fo::­
the forthcani~ fiscal year. Similarly, R?CPOs/IOs shcul.d take the initiative 
and contact State agencies early in the calenda~ year to express their inte­
rest, in obtaining 205(j)(l) funds and propose specific \lw'OrY- activities fo~ 
the fort.hccrni.ng fiscal year. States and RPCPOs/IOs rnay find other rrethcds 
of joint develc~:mmt, such as meetings to disC'...iss w;:M wo~ priorities and ~o 
assure ccx::>rdination, \tlich .... u1 be useful in praroting coordinated worr. pro-

. gra:n develq;xnent. Wnen States have determined which RPCPOs/IOS are interested 
in applying-fo:- funds, States should ccmn.inicate in writina to those organiza- · 
tions infoonation regarding the schedule for work program develOfJn8nt, State 
priorities for- planning activities, a process for discussing pro,;x:ised projects 
and related matters. 

For FY 1988 States should contact RPCPOs/IOs as soon as p::>ssible, so that 
work program develor;xnent can ~in. · 

Once States have reoei ved and analyzed all R..tlCPO/IO funding projects, they 
shcold select those RPCPO/IO activities to be included as part of their draft . 
work programs to be suhnitted tq EPA. \\ben considering R..PCPO/IO proposals 

,, 

• EPA Headquarters hos initiate<'.! the process to delegate to the Regional 
M.ministrator authority to approve ~r not approve the Q:>vernor's determina­
tion. 

' 



for fundirVJ, States should assess the capacity of each agency's current or 
proposed -.,ater quality staff to ma.llBQe the proposed work, MY previous water 
quality or environrrent:.Al experience, the Potential of the propose<l ""'°rk to 
abate significant water quality problems, the degree of p~ed coonHnation 
bet:ween 0090ing or prospective State activities and those proposed by the 
RPCPO/IO, and other relevant criteria. EPA enCOl.lr~s States to· inclooe in 
their draft "'°rk program sl..bnitt.al.s a SUlll\at)' and an evaluation of all fundi~ 
proposals. In aeccraance with EPA 1 s • Policy on Perfot'!Mnoe Based Ass ist.anoe, • 
State, RPCPO and IO "'°rk products shew.cl be expressed in the wort. program llS 

quantified rutput.s wherever possible, and the State work p~arn shcold 
contain the evaluation plan required by the sarre policy. 

Because the am:iunt of funds available for ~/IOs in a given State may 
not be sufficient to provide adequate funds to all applications, Regions and 
States sho.tld assure that applic:.s.nts which are selected receive enOJgh fundinQ 
to un6ertake significant projects. As a general rule, such funding should at 
a mininu..un be sufficient to p.ay the direct and indirect costs of supj?:)rtil"l9 one 
full time staff person. 

Work to be done by RPCPOs/IOS with 20S(j)(l) and 604(b) funds provided 
by States m.ist be emb::di~ in legally binding .written agreesrents which specify 
in detail the "'10rk to be perfoorod and a schedule arrl quantified OJtputs re­
lated to each task wherever possible. Copies of these agreenents must be 
transnitted by the State to the E?A Regional Office within 10 days aftei:- they 
have been signed by the State and the RPC:PO/ 10, Confirmation that a · State 
has passed through at least ~01 o: its grant will be based on these signed 
a;i c-eei-e n ts . 

Th~ drafc work prog?:"arn su.txnitted by the S~te to the 'f:Ph Regional Office 
shculd explain he,.., the -worl< to be aCC'CXrplished by RPCPOs/IOs is to. be co­
ordi nated with current or p_-ospective State activities. Generally, the Stat.e 
will already be involved in identifyirq or resolving water quality problems · 
in major streams near RPCPOs/IOs and IMY be, with respect to nore localized 
water quality ·problems, doing work in nearby lakes, small streams, an~ aqui­
fers. Coordination of wort .activities related to such water bodies can result 
in trore efficient use of available fundi~ and a nore effective identification 
of roles for RPCPOs/IOs. Section 205 ( j) ( 2) work programs shoold also exp la in 
h~ the activities in it are related to State \ooOrk acti~ities funded under 106, 
20S(j)(S), 319(h) and (i), 314, 320 and related grants consistent with the 
State's Clean Water Strategy. · ·· 

'111e portion of the State work program which contains RPCPO/IO activities 
should have the same level of detail as the portion related to State activi­
ties , and the wort. p::-ograrn shruld include a descdption of the State's process · 
for oversight aoo evaluation of RPCPO/IO tasks funded by 205( j) ( 2) grants. 
States may consider negotiatino nulti-year work p.r-oorams wit.~ R.P(:P()s/IOs, 
rut fu."'ldinQ for these agencies shculd be on an anrual basis to prcrrote account­
ability. The pl.lrlX)Se of m:.uti-year work programs (which are optional) is ~t 
in sare cases they may enhanoe pi::ogram continuity and stability and establish 
program goals and tasks which require nore than 12 ZTOnths to acocrrplish. The 
require:rent for annual funding is to ensure ·aoccuntability by evaluating each 
~ency's perfo:i::manoe prior t~ approvirq aoditional funding. · 

,, ' 
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The 1987 A.-ren6rrents to Section 20S(j) a.rd this ouidance assign to the 
States the central oversight role in coordinating and rMMgi~ RPCP0/10 use of 
205(j){l) funds. This role requires a6ditional State expenditures, primarily 
in the fom of staff to negotiate, coordin-,te and evaluate RPCPO/IO activities. 
Since the W)A provides no aoditional fuooir,g to States to ~n:y out these 
functions, Re:Qions shoold ensure that State work programs identify 205 ( j )( 2) 
or 106 grant funds to be devoted to these functions. 

Kanaoement Oversight 

In reviewin;;, the draft. State work pro;;1r:-~11, Regions shculd place strong 
emphasis on ensuring that the increased fundiN,J for RPCPOs/IOS is targeted 
by the State to address high priority problems. '!his sarre errphasis will be 
placed on EPA mid-year and end . of year evaluations of the State progr"1n to 
determine that State, RPCJ?O and IO cotputs and other 1,r,0rk program CO'Tlmibne_nts 
ar-e achieved on scheaule. · · 

It is in-(:iortant to note that the statutory requirerent that each Sta~e 
pass through 40\ of its award ·fran 205(j)(l) and 604(b) funds each year does 
not create entitlements to receive continuing ,funding on the part of the 
recipient RPCPOs/IOs. If, for exa.'Tlple, a RPC'PO receives 205(j)(l) funding in 
F'Y 1988 and does not fulfill the major carroiorents in its written ag::-eerrent 

. with the State, the State shoold consider shifting that funding to another 
agency in F'i 1989. Part of the Regional Office oversight responsibility is 
to ensure that States provide 205( j) ( l)/604(b) funds to.:...RPCPOs/IOs which 
perfoon effectively . · 

In general, "£:PA expect.s the S~tes to provide oversight of R..PCPO/!O 
a~tivities which are paid for· with 205(j)(l)/604(b) funds. In turn, E:PA 
Regions w"ill ·provioe oversight of _all Stat:.e a(:tivities which are funded fro:r. 
205( j) ( 1) and 604(b) reserves and w:..11 ensur:e that:. Sta.te and R..'P(:PO/IO activi­
ties are effectively coordinated. Regional Office oversight of 205{j) ( 2) 
grants -will be in accordance with EPA' s "Policy on Perfoc:nance Baseo 
Assistance." ' 

£PA expects the States to fulfill their work prcgram camutments, 
includio;;, those dependent upon R..oCPO/IO per-foona.nce. In the event that a 
State fails to perform satisfactorily, the Regions will apply_ the rrost ap~ro­
priate measures consistent with the .Performance. Based Assistance Policy, 
including sanctions when w-arranted. The States, in overseeing the w.::>rl< of 
~/!Os, shruld apply similar n-easures. In the event of a RPCP0 1 s or IO's 
substantial and continuing failure to produce ootputs or carry out activities 
according to the work plan it·has OGgotiateo with t;he state, and which the 
State ~ incorporated in its 205 (j) ( 2) work program, the State shoold consider 
recovenn;;, pass thrcugh funds. Ho,.,ever, 205(j) (2) grant funds p,,.ssed thrCUJh 
to RPO'O:s/IOs nust be redistribJ.ted to other RPCPOs or IOs to the extent such 
funds made up a part of the an.riual 40% m.inirrun pass through reqoired under 
205(j){3). Such actions by the State will require anendrrent of the 205(j)(2) 
grant, and sul::xnission to the Regi<Xi of any new or arrende-d State-R.PCJ?0/10 
contracts~ 

In the event disputes aboJt 205{j) (2) grants arise that cannot be 
o:x:peratively resolved, 205(j)(2) grant applicants or recipients (i.e., States, 
Territories, and the District of Colurnbi'a) rnay seek EPA revi:ew of a disp..ite 
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under E:PA 1 s, "General Regulations for Assistance ProQ"rains," 40CfR Part 30, 
Stlb9art L. Since R.PCPCs and IOS ar:e not E:?A grant reclpients they are rot 
elioible to seek disp..ite review unoer Subpart L. Nevertheless, RPCP()s/IOs 
may bring to EPA 1 s attention concerns they may have abo.Jt State carplia~ 
with 205(j)(3) but shoold first exhaust State administrative remedies. 

Authorized Funding · (FY 1988 - 1990) 

The 1987 .Arnenerre.nts extended the authorizecj funding for Title II throJgh 
N 1990 and provided authorizations for Title Vl (State revolving funds) 
begiMinQ in Ft 1989. These authorizations are shc,,..'n in the table below. 

Title II Title V1 
FY (billions) .(billions) 

1988 $2.4 
1989 Sl.2 $1.2 
1990 Sl.2 $1.2 

.Mounts available for grants unoor 20S(j)(2) each year -will depend on 
Congressional apprq>riations, F\lnaing available to be reserved under 205(j)(l) 

· continues to be one percent of each State's Title II allotment or $100,000, 
whichevet" ~nt is c;,reater. Title II allobrents will be reduced b.>' t"-0 
national set asides (Sections 518(c) and 205(1)) added by the 1987 AA"endn-ents. 
Tne set asides dedu~t l 1/2% fron · the app~rietion before the allotrrents are 
calculated ir. FY 1988 and 2% ir. FY 1989 an6 1990. In addi~ion, the Arrerrlments 
changed the allotnent formula under Section 205.~ 

AS a result o~ these t-..'O changes, m:ist States' 20S(j) (1 ) ~ese:ves ~ill 
be sliohtlv less in FY 1938 than in FY 1987. The ex.act reserves available 
for each St.ate will be _published when tile f't 1988 appr~~iations are enacted. 

In FY 1989 arc FY 1990. authorize~ funding for 'title II construction grants 
and set-asides is reduced to $1.2 billion while Sl.2 billion is autho~ized 
unoer Title VI for the establishnent of state Revolvin:J Funds. The 1987 
Arrendments require the Stat~s to reserve FY .1989 and r"Y 1990 funds under 
Section 604(b) for, ·"planning under. Sections 205( j) and 303(e L" as well as 
continuing the E?A reserve of w::1-'1 planning funds under Section 205(j)(l) 
thro.igh FY 1990. Reserves under Sections 205(j}(l) - and 604(b) will be 
determined separately. 

1'he follow'irg table shOo\'S sirrq)lified** examples fo-:: States where a 
$100,000 minimum reserve is reauired under- both sections in FYs 1989 and 1990 
(STATES A & B), and for States ~receivin;J larQer allot:rrents requiring them to 
reserve lt (STA.TE C). 

* EPA Heaoquarters issued a joint ~/CWRS .merrorandum, "Construction Grants 
Allotments and Reserves Under the Water ()Jality Act of 1987 (P.L. 100-4 )," on 
July 8, 1987. 

** Di~t~rences in the bases for 6eterminino FY88 and F"i89 reserves are not 
con.si6ereo. Such differences would have no significant effect on the exarrple. 
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srAn: 1\ SHARE rt8 8 RESE.RVE P'Y89 RESERVES 20S(j)(2) GAAN"I'S 
TIU,.£ II F"f88 205(j)(l) 205( j )( l.) 604(b) N88 FY89 

A $90,000 $100,000 $100,000 $100,000 $100,000 $200,000 

B $1.80 ,000 SlS0,000 $100,000 $100,000 $180,000 $200,000 

C $250,000 $250,000 $125,000 $125,000 $250,000 $250,000 

No Title II funds are authorized after f'Y 1990, and, while Title V1 
funding is aut.horizeo th.rough f'Y 1994, the allotment formula for Title VI in 
Section 2D5(c) (3) is effective only frcrn FY 1987 thro.igh fY 1990. Thus, 
c-ontinued set-asides under Section 604(b) for~ plaMing after N 1990 will 
require action by Congress to extend the alloorent foarula under Title VI 
throogh FY 1994. . 

I ,, 

·,, .... 
. ,. 




