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MEMORANDUM

SUBJECT  Award of Grants and Cooperative Agreements for the Special Projects and
Progr uthorized by the Agency’s FY 2003 Appropriations Act
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FROM: James A. (/R(D' ector

Office of Wastewater Management (4201M)

TO: Water Management Division Directors
Regions I - X

PURPOSE

This memorandum provides information and guidelines on how the Environmental
Protection Agency (EPA) will award and administer grants and cooperative agreements for the
special projects and programs identified in the State and Tribal Assistance Grants (STAG)
account of the Agency’s fiscal year (FY) 2003 Appropriations Act.

BACKGROUND

The EPA section of the Consolidated Appropriations Resolution, 2003, (P. L. 108-7),
hereafter referred to as the Agency’s FY 2003 Appropriations Act, included $314,887,000 in the
STAG account for 486 water, wastewater and groundwater infrastructure projects and for the
Long Island Sound Restoration Program. Also included as separate line items in the STAG
account were: $8,225,000 for six alternative decentralized wastewater treatment facilities under
the National Decentralized Wastewater Treatment Demonstration Program, $50,000,000 for the
United States-Mexico Border Program and $43,000,000 for the Alaska Rural and Native Villages
Program. The FY 2003 Appropriations Act also contained a government-wide rescission of 0.65
percent. The rescission applies to all of the funds included in the STAG account.

The specific requirements governing the award of the special projects and programs are
contained in the following documents: the Consolidated Appropriations Resolution, 2003, the
Conference Report (H. Rept. No. 108-10), the House Report (H. Rept. No. 107-740), and the
Senate Report (S. Rept. No. 107-222). The specific requirements contained in these documents
have been incorporated into this memorandum.
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THREE PERCENT SET-ASIDE

The Agency’s FY 2001 Appropriations Act (P. L. 106-377) included a provision stating
that the Administrator may use up to three percent of the amount appropriated for each earmark
to administer the management and oversight of construction of those projects. The set-aside
monies can only be used to fund State, Corps of Engineer and contractor support for the
management and oversight of the special projects. This means that the set-aside monies cannot
be used to pay for EPA staff or travel expenses. EPA issued a formal policy memorandum on
September 27, 2001, that provides information and guidelines on how the Agency will
implement the three percent set-aside provision.’

The three percent set-aside provision is permanent statutory authority which means it also
applies to all post-FY 2001 STAG projects including the projects included in the STAG account
of this year’s Appropriations Act and the six decentralized wastewater treatment demonstration
projects.” However, the three percent set-aside provision does not apply to funds appropriated
for specific programs, such as the Long Island Sound Restoration Program, the United States-
Mexico Border Program and the Alaska Rural and Native Villages Program.

PROJECTS

The Conference Report that accompanied the Agency’s FY 2003 Appropriations Act
identified two projects funded from monies appropriated for the United States-Mexico Border
Program. These two projects and the six decentralized wastewater treatment demonstration
projects will be awarded and administered within the guidelines and provisions contained in this
memorandum.

Attachment 1 identifies the 494 special projects, the original amount appropriated for
each project, and the actual amount available for grant award after the reduction due to the 0.65
percent rescission and three percent set-aside provision.?

With the exception of the six decentralized wastewater treatment demonstration projects,
which will be awarded and administered from Headquarters, the special projects identified in
Attachment 1 will be awarded and administered by the Regional Offices. The delegation of
authority (1200 TN 516), issued on September 28, 2000 (Attachment 2), is listed in Chapter 1,

L' This document is available on the internet at www.epa.gov/owm/mab/owm0318.pdf.

2The application of the three percent set-aside provision to the decentralized wastewater treatment
demonstration projects is under review by the Office of General Counsel.

3States that choose to perform all of the necessary construction oversight activities for the planning, design
and building phases of a project at their own expense may request to have the three percent set-aside funds assigned
to the respective grant recipients within their States. Headquarters will transfer the necessary funds to the Regions
for this purpose after the formal review and approval of the State’s request.
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Delegation Number 1-102, of EPA’s Delegation Manual. This delegation of authority
transferred the authority to award grants and cooperative agreements for funds included in the
STAG account to the Assistant Administrator for Water and the Regional Administrators.
Accordingly, the Regions and Headquarters have the necessary authority, effective the date of
this memorandum, to award grants and cooperative agreements for the special projects and
programs identified in the STAG account of the FY 2003 Appropriations Act.

COST-SHARE REQUIREMENT
The Conference Report (H. Rep. No. 108-10, at p. 1450) states that:

The conferees agree that $314,887,000 is provided for cost-shared grants to
communities or other governmental entities for construction of water and
wastewater treatment facilities and infrastructure and for groundwater protection
infrastructure. Each such grant shall be accompanied by a cost-share requirement
whereby, regardless of the amount provided herein for each grant (emphasis
added), 45 percent of a project’s cost is to be the responsibility of the community
or entity consistent with long-standing guidelines of the Agency. These
guidelines also offer flexibility in the application of the cost-share requirement for
those few circumstances when meeting the 45 percent requirement is not
financially possible. The Agency is commended for its past efforts in working
with communities and other entities to resolve problems in this regard, and it is
expected that this high level of effort and flexibility will continue throughout
fiscal year 2003.

The language highlighted above is new. It was not included in the legislative history of previous
Appropriations Acts. The inclusion of this language means that the Agency can only approve
waivers to the 45 percent matching requirement that are based on financial capability issues.

In past years, the Agency approved waivers to the matching requirement in order to
obligate all of the funds appropriated for a special Appropriations Act project in accordance with
the project description contained in the Conference Report. However, the language contained in
the FY 2003 Conference Report no longer allows waivers based on this rationale. Accordingly,
our policy for the projects listed in Attachment 1 is that grant applicants will be expected to pay
for 45 percent of the project costs unless there is specific language in the Conference Report or
Appropriations Act that specifies a different matching requirement or a waiver to the matching
requirement is approved based on financial capability issues.



