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The Air Resources Study has been prepared by this office to provide a
canprehensive evaluation of the Section 105 grants program. This program
is now more than 25 years old and has resulted in-the provision of some
$4.8 billion in Federal, state and local funxds to support air quality
plamning and management throughout the country.

This study provides a detailed analysis of how EFA allocates, manages
-and accounts for these anmually appropriated grant funds. These adminis-
trative and management processes have become conplex over the years and
this study recommends actions to be taken to help streamline this over-
sight and strengthen the joint Federal and state and local partnership in
effectively managing these funds. The study also analyzes the current and
projected demand for additional funding and makes recommendations on how
the increasing resource requirements for the 1990s might be met.

We hope you will find this Air Resources Study an informative and
. useful report. My office looks forward to working with you in further
implementing the various recommendations contzuned in this study.

D= S

Don Clay, Actj istant Administrator
- for A Radiation
January 1989
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EXFCUTIVE SUMMARY

Since the first Clean Air Act (CAA) was passed in 1963 the
Envirormental Protection Agency (EPA), and its predecessor agency, the
Department of Health, Education and Welfare, have allocated under Section
105 of the Act, some $1.3 billion in grants to help control and reduce air
pollution. This Federal funding has been matched with a total of some $3.5
billion by state and local air quality agencies throughout the country.

The resulting total of. $4.8 billion represents all funding derived from
Section 105 of the Act between 1963 and 1987.

This Air Resources Study is an examination of how and why these grant
funds are being spent.- This study examines the history of the Section 105

funding, what this funding has bought,- what pollution control improveaments

have been acmeved during this period of time, how these funds have been
allocated and mnaged what emerging issues and trends could impact this
grant program and, finally, what are the potential funding requirements and
alternatives for meeting these requirements in the 19905.

This study has been prepared by the Office of Program Management
Operations (OPMD) within the Office of the Assistant Administrator for Air
and Radiation (CAR). Information and data for this study were obtained
from CAR’s program offices, EPA’s Regional Offices and various representa-
tive state and local air pollutxon control agenc:.es. Both cooperation and
support have been provided by the State and Territorial Air Pollution
Program Administrators (STAPPA) and the Association of Local Air Pollution
Control Officials (ALAPCO) throughout the various phases of study. A major
portion of the study is based upon extensive interviews conducted during
the fall of 1987. These interviews included both Regional Office Section
105 grant managers and officials of the various state and local agencies.

'me followmg sections summarize the basic information and ana1y313
contained in each of the.study’s six chapters. The study's recomnenda
tions, contained in Chapt:er 7, are presented at the end of this Executlve
Sumary. .

~a

CHAPTER 1 — ERTFF HISTORY OF AIR GRANTS FUNDING

o In the 25 year period between 1963-1987 a total of some $4.8
billion has been expended under.the Section 105 program. State
ard local agencies have contributed approximately $3.5 billion
and EPA has awarded some $1.3 billion in Federal funds. -The
Federal portlon has averaged about 38% for this period. -State
and local contributions have increased by about 3% per year.




o The useful buying power of Section 105 furds has continued to
decline even when adjusting for inflation. Not adjusting for 3
inflation, about $1.16 was spent per person nationally in 1986.
When adjusted for inflation this figure dips to $1.02 per capita.

0 The maintenance of effort (MOE) concept (armual maintenance of a
grantee's level of contributed support) was first. introduced in
the 1963 CAA. Subsequent amendments established’ Federal and state
percentage funding shares pursuant to the nature of the activity.
The 1970 CAA Amendments raised the maximum Federal funding percen-
tage share to three—quarters of the cost of establishing and
developing an air pollution program for grantees responsible for a
State Implementation Plan (SIP) and three—fifths of the cost
for maintaining an established air pollution control program.

0 State and local air program responsibilities have continued to
expand beyond the requirements contained in the 1977 Act. Part
of this is due to continued nonattainment of National Ambient Air
Standards (NAAQS) -beyond statutory deadlines for criteria pollutants
and to ‘the emergence of unforeseen air pollution problems like air
toxics, acid deposition, indoor air pollution and cross-media
transfers. Criteria pollutants are those pollutants for which NAAQS
have been promilgated. These: include: sulfur dioxide, mtrogen
_dioxide, carbon monoxide, ozone, partlculates and lead.

CHAPTER 2 - SECTIQN 105 7 I

0 Since the enactment of the 1970 CAA, the nation'’s population has
increased by over 40 million, the gross national product has more
than quadrupled, overall hourly mamufacturing output has risen by
nearly 60% and the mumber of motor vehicles has increased by some
75 million. During the same time period, the overall volume of the
pollution for the six criteria pollutants has decreased by over 70
million tons. Another 115 million tons of pollution have been -
prevented.

.0 Only indirect correlations can be made between Section 105 3
expenditures, the outputs achieved, and the amount of air pollution
reduced, or prevented, since numerous other factors can intervene to
effect air quality. Nevertheless, much of this gain is attributable
to the development and operation of state and local air pollution .
control programs funded under Section 105.
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From 1978 to 1987 areas not meeting the health-related NAAQS for
sulfur dioxide-(S0;) had declined by 45%, for carbon monoxide (CO)
down by 33%, for ozone ( 03) by 44% ang, mtroge.n dioxide (M)z) by
67%. However, results are mlxed if total population exposure is
exammed with the gains in reducing CO and 03 having been reversed
in recent years.

EPA receives ambient data from a natiorwide monitoring network
consisting of over 4700 menitors. In 1987, approximately 22
percent of total state and local Section 105 resources were
titilized to deliver this data and maintain this network.

State and local agencies expemied approximately 28% of all their

Section 105 resources for plamning and administrative activities.

These included the revision of SIPs.

Over the last five years scme 150,000 source inspections have been
conducted as part of state and local agencies’ compliance and en-
forcement efforts. Currently, over 40,000 Class A, New source
Performance Standards (NSPS) and non-transitory National Emission

* Standard for Hazardous Air Pollutants (NESHAPS) sources are

considered for high-.priority enforcement by ' EPA each year.. These
constitute only a small percentage of all the sources actually
subject. to state and local agency review. State and- local agencies

expended. approximately 31% of their total Section 105. resources in

related compliance. and enforcement act1v1t1es

State and local ageancies reviewed or issued nearly 20,000 permits

for Prevention of Significant Deterioration (PSD) sources, Part D
nonattainment. sources and other major and minor sources in 1987.
This activity constituted about 11% of their total Section 105
resources. These permits represent only a portion of all the
permitting activity state and local agencies undertake.

Section 105 funds have been used to initiate motor wvehicle
inspections and. maintenance programs (I/M) and anti-tampering and
anti-fuel switching programs. Over 35% of the nation’s motor -
vehicles are covered, representing about 50 million vehicles and
100 million people. Combined with other aspects of the Federal

"motor vehicle control program, these actions have resulted in a 39%

reduction” in volatile. organic compounds {(VOC) from mghway vehicles
from 1978 through '1986.

The number of state and local air toxics programs have nearly
tripled since 1983 under the continued financial support of Sectlon
105 funds.
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CHAPTER 3. - A DESCRIPTION OF THE BUDGET AND GRANTS PROCESS

o From the initial formulation of program priorities to the receipt
of the final financial status report, the life of one budget and
grant year cycle covers over three years. The budget process has
four phases which span this period.

-]

[4]

¢ The.formulation of amual operating program priorities begins.well
before.EPA’s annual Spring plamning.meeting. The Air Program must”
annmually compete with other media programs within EPA for its share
of the Agency resources requested 'in the armual budget submittal.

o The (AR request, including the grants portion, is subject to the
Office of Management and Budget (QMB) and Congressional scrutiny
- and modification each year. There is no assurance that the Section
105 funding level will remain the same or will increase anmally.
(AR must continually defend its budget request and must show that
its assistance to state and local agencies is productive and
responds to changing national priorities.

0 The -CAA allows EFA a certain amount of flexibility in allocating.
funds to meet its various mandates; and the Agency’s.changing air
management priorities. Over the years OAR has attempted to
maintain a balance between providing funds for an adequate. state-
and local air quality infrastructure, and for the support of
important new national air pollution control program initiatives.
This has not occurred without controversy.

o0 Since 1985 the Air Program has relied upon an approach of
distinguishing base activities (regular, on—going programs)
versus high priority activities, (major, usually pollution
specific emphasis areas). These funds are then redistributed
both programmatically and geographically. Current controversies
surrounding program priorities and inter-Regional funding
redistributions have been sparked by either a decline, or a flat
level of grant funding combined with increased responsibilities.
To contain this controversy, the Assistant Administrator (AA) for
(AR in 1986 developed a set of principles to govern the allocation
and use of Section 105 funds. These principles outlined a
disinvestments approach, defined the relative percentages to be
allocated between base and high priority activities, and placed a
limit on the percentage of funding that could be redistributed
among Regions.

"
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0 Each Regional Office differs slightly in how it allocates its grant
funds to its individual grantees within these grant principles.
. While Headquarters allows the Regions to have some latitude in
. making -their agency-by-agency determinations, the national
allocation scheme and the Assistant Administrator's goals largely
- influence the allocation rationale employed by the Regions.
However, Regions still adjust their areas of emphasis depending.
upon: grantee .applicability, Regional prlorltles and prior
grantee performance.

>

"

o The Regions must also account for statutory limitations on.the
assistance award amount and percentage contribution—i.e., minimum
(one half of one percent) and-maximum (ten percent) percentages of
the total national allocation available to each grantee. Other
allocation considerations 1nc1ude increasing requests from Indlan
Tribal govenments.

o] Varlatlons in Regional approaches to negotiation have diminished
" over the last several years particularly in areas of negotiating
timetables, sharing:information with grantees and determ.mmg

requlred work program contents. : L.

o Pursuant to 40 CFR-35.130 of the state and local. a551stance
regulations, the grant work program serves as the basis for the
management and evaluation of performance under the award. ' As such,

. the: workprogram should specify work-years, amounts and sources of
. funding for each program element, committed outputs, schedules for
: ~completion, and responsible agencies. Outputs ‘should be measurable
and compatible :with EPA information systems. - Work programs should
. also reflect past grantee performance. :

0 Requirements and guidance for the evaluation of grantee performance

_'are contained in 40 CFR 150. Each Regional Office in consulta-
tion with its recipients, has developed a process and 'plan for
evaluation of recipient performance. Normally, Regional Office
evaluation includes at least one on-site review per year, specific

. performance measures and grantee reporting requirements. The
Regions may resolve performance problems through negotiation but

.. also have corrective actions at their disposal.

"

CHAPTFR 4 ~ CRITI QF_THE ATR
IMPROVEMENT

Regional Office Qrganization ' s:

o0 Senior Regicnal management involvement in grants issues is not only
important to encourage grantee productivity. but also to improve
Regional Office staff commmication and enhance morale.




Priority Setting :

o The interpersonal, negotiation and technical skills of the Regions’
air grants staff has much to do with the degree of grantee
cooperation and productivity.

o There is general agreement on broad program priorities among EPA
Headquarters, Regional Offices, and state and local agencies.
Differences arise on the. degree of emphasis afforded competing
priorities and any discontinuity in sustaining a financial.
commitment to them., Priority-setting has largely been influenced
by the extent of the problem and prevailing popular and legislative
perceptions.

0 (AR has made extensive efforts to: (a) better explain the priority-
© setting and allocation process to Regions and state and local

agencies: and (b) more intimately involve the Regions in discus-
sions of workload allocations, the development of operating and
grants quidance, and the inclusion of Regional priorities through
the use of the lead Region concept. Most state and local agencies
now feel the overall grants process is open and provides :
opportunities for their input. ' .

o The Air Program currently faces the dilemma of needing to meet
both base and high priority requirements. The easiest disin-
vestments have already been achieved. In some further instances .
redistribution of funds to high priority activities may threaten
the Air Program infrastructure. The continued struggle to-balance
base and high priority needs raises the question of the appropriate
focus of the Section 105 program.

0 One of the most crucial concerns of state and local agencies is
program continuity and certainty of funding. Grantees have urged
that OAR adopt a more formalized multi-year approach to planning
and programming in order to promote more program centainity.

Allocation of Funds

o The Section 105 allocation rationale used by OAR was initially
based on an approach developed in 1974. In ensuing years, )
increases in funding have been allocated on the basis of
individual activity rationales and proportional distribution
factors. Several of the factors used in the 1974 scheme are
either duplicative or in need of revision. Furthermore, some of
the purposes for which earlier funding increases had been allocated
have now been accomplished. These factors, plus the changing
picture of air pollution problems of the 1990s, indicate that OAR’sS

current 105 allocation approach may be outdated.

[T
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" FACT
ATR RESOURCES STUDY

' The Air Resources Study provides a critical examination of the Clean
Air Act’s Section 105 air grant program and other resource issues effecting
the Federal support for air pollution control agencies.

The study examines the history of Section 105 funding, what the
fundirg has purchased, what air quality improvements have been achieved
since the program’s inception, how grant funds have been allocated ard -
‘managed, whatemerguglssuesarxitrendsammpactu\gthegrantpmgram

arnd, finally, the potenta.al funding requirements of the 19905 ard the
altenmatlves for meeting them are discussed.

The Section 105 air grants have grown to be a $100 million dollar a
year program. In the 25 year period between 1963-1987 a total of same $4.5
killion has been expended - $1.3 billion in Federal furds -and $3 5 kiilion
in state and local funds.

’Ihe Section 105 program has been largely responsible for the ecta-
blishment of a natiorwide air pollution control infrastructure. This
includes: the establishment and maintenance of air pollution control
programs in nearly 200 agencies at the state and local level employing
- approximately 7500 persons; operation and maintenance of a nationwide air
momtormg network of nearly 4500 monitors; inspections of over 40,000
major industrial sources of air pollution; and motor vehicle emission
control programs in areas covering 40% of the nations population.

The Air Resources Study was prepared by the Office of Program
Management Operations within the Office of the Assistant Administrator for
Air and Radiation. Information and data were obtained from EPA’s program
offices, Regional Offices and various representative state and local air
pollution control agencies. A major portion of the study was based upon
extensive interviews conducted during the fall of 1987 with both Regional
Office Section 105 grant managers and with officials of the vanms state
and local agencies.

The Study resulted in variocus conclusions and recammendations,
including: the need to reexamine the proper focus of the program and the
appropriate Federal and non-Federal roles; pursuit of additional funding,
including approaches currently available such as permit fees; establish-
ment of a clearinghouse on permit fees and alternative financing ‘
mechanisms; reexamination of the rationale for the national allocation of
Section 105 grants; integration of a multi-year approach to air program
planning; and numercus cther management improvements intended to streamline -
internal operations and encourage improved grantee performanoe
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- Grant Negotiations ' ,

0 The expedited schedule for the development and dissemination of
operating and grants quidance has facilitated grant negotiations
and, combined with the advent of the Performance Based Assistance

_ _ Policy (PBAP), has resulted.in more definitive grantee work plans

v over  the last several.years.

¢

o) Dependmg upon the Regional Office, varlances in grant periods can -
complicate grant negotiations and oversight of performance. To
better assure EPA priorities’ are met some Regions have formalized
‘the suppletem:al release of funds on a schedule where EPA and
grantee grant periods converge. - In Regions relying upon the State-

. EPA Agreement. process, delays in negotiation and resolutlon in one
media area may delay the entire award. .

O A grantee requires at least a minimm of two months to negotiate
an acceptable work plan with EFA. Receipt of late supplemental
guidance is problematlc and not- in keeping with the principles of
the PBAP. To increase product1v1ty, approximately half of the
Regions now use or will soon convert to, a personal computer-based-
format for the development and re\ziw of granteerworkplans.

il

0 While EPA Headquarters outlines broad grants p011c1es procedures
and requirements, it is the Regional Offices ‘which affectively
manage the grant program and provide guidance to recipients on'what
specifically needs to be accomplished. With these considerations
in mind, . EPA has produced grants guidance intended to foster
uniform and equitable treatment of grantees including: the
withholding of funds, the opemness of the grants process, and the
escalation and resolution of grant negotiation and performance
disputes. ' '

o Not all 105 activity costs are necessarily detailed in the work
program. Regional Offices tend to place greater emphasis and need
for grantee specificity in the high priority areas. Regions tend
t0 be more concerned with having outputs accomplished than in
documenting how grants are actually spent. Some grantees are
reluctant to include a descriptions of all their air quality
activity in their Section 105 work programs for fear that this
could lead more extensive EFA oversight of their programs.

F 1%

Evaluation and Performance Re.éolu;ion

"

0 While the Office of the Inspector General (0IG) criticized some ..
Regional Offices for their inconsistency in their evaluation of
grantee performance, this occurred prior to the implementation of
PBAP. QOver the last several years, the PEAP and the Section 105
audits have fostered a more uniform approach among the Regions in
the evaluation of grantee performance. .
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0 Some grantees have indicated that EPA grants tracking has enhanced

. their own efforts to better manage their programs. Other grantees
camplained that EPA reporting requirements were becoming increas-
ingly burdensome. In general, EPA’s reporting; requirements were
found to be not unreasonable considering the.importance of the
topics, past grantee performance; and continuing-problems of-
nonattainment.

0 The chief vehlcles for Reglonal evaluation-of :grantee performance
are the quarterly status reports and the nud—year on-site grantee
evaluations. Many Regions utilize the results of the mid-year
review to influence their grant negotiations for the upcoming
grant-year.

0 Only a few Regions coordinate arnd interrelate national air program
audits with Section 105 grant evaluations since they feel these
evaluations focus on different aspects of the grantees’ program
operations.

o Despite a perception by somé that the.PBAP constrains a Region’s
abi lltY to influence grantee, perfonnance most”Regions still employ
a variety of approachés to do'so.. These’ include: limitations on
. the use of carry-over funds; adjusted.schedlles of. award; supple-
mental awards; set-asidési performance-based allocatlons and
evaluations of federal promulgatlon liability.

Enhancing Grantee Performance

o -Incentives have not been pursued with great zeal because they are
viewed primarily in terms of increased funding which has not been
- available. While reduced reporting and oversight and disinvest-
ments flexibility can also be exercised, the flat level of Section
105 grant appropriations discourages any formalized financial
approach toO grantee incentives at this time.

0 Grant recipients appear to be more receptive to EFA requirements
when accompanied by adequate resources and technical assistance.
The cost of addressing current inadequacies in air pollution
control training alone has been estimated to 'be about $2.5 million.
In FY 1989, Congress appropriated $700,000 in training funds. EPA
is expandmg its information clearmghouse and other technical
assistance functions.

(']
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‘0 In 1987 the 0IG audited five Regions on the adequacy of their
: Section 105 grants management:and administration: The.0IG audits
* were critical of the Regions in several areas. These included:
(a) their ability to assure that granfees met. their requirements;
_ (b) the adequacy of their programmatic oversight and evaluation;
and (c) the adequacy of the grantees’ f1sca1 reporting and
accountablllty

o In concert with the Regions, GAR and the Grants Administration
Division (GAD) formed a task force to examine these OIG concerns
and other administrative/financial issues identified in the Air
Resources Study interviews. 'This effort produced a series of
discussion papers which recommended various corrective actions.
Issues covered included: recurrent expenditures and equipment
costs, nonselective reductions, state and local contributions to
the MOE, MOE certification and verification, annual on-site
evaluatlm and adequate fmanc1a1 review,

o The continuance of the MOE requirement was strongly supported by
grantees and Regional Offices. However, certain administrative
modifications to the MOE provisions have been suggested.

0 ReSpOHSlblllty for, and the adequacy of grantee financial review
or audit remains a topic for further discussion between CAR, GAD
and the OIG. Ways to more effectively use limited audit resources
for Air Program purposes need to identified.

0 Virtually every Region has strengthened its operating practices
and has clarified its policies and procedures in those areas of
concern to the OIG. Some of the more noteworthy actions include:
the addition of an auditor to the Regional Grants staff, training
sessions on financial integrity requirements for grantee financial

- officers, and Jomt Reglonal Air and Grants staff reviews and site
VlSltS. .

- THE F 105
Future Resource Requirements

o EPA and state and local agencies will have to look beyond the
provisions of the Section 105 program in order to adequately -
respord to the needs of the 1990s. Preliminary estimates of -
future need vary, but significant increases in work years and
other resources over current levels are expected to be required
by both EPA and by state and local agencies in implementing the
requirements of any new clean air legislation.

{1




Funding the Future

o Apart from, and in addition to, receiving increased Section 105
appropriations, there are. three major approaches that could be used
by EPA and state and local agencies to reconcile resource require-
ments with program deffands in the 1990s: (1) continue periodic
restructuring of program priorities: and disinvestments, (2) pursue
additional funding alternatives, (3) redefine programmatic roles
and financial responsibilities.

o While virtually no Region has completely disinvested a required
activity, concern was expressed that further grant disinvestments
could seriously jeopardize the integrity of air program operations.
If further disinvestments by EPA occur, state and local agencies
will have to assume increased funding responsibility. If state and
local agencies carmot assume these responsibilities then these
activities will go undone.

0 Various alternatives for determining program priorities and the

+ - allocation of funds have been proposed and merit examination by
CAR. One such alternative is an Air Branch Chiefs’ four-step
proposal which recommends: (1) joint EPA-STAPPA/ALAPCO development
of a grantee workload display system; (2) ranking of program
priorities with CAA mandated activities taking precedence; (3)
institution of a grant activity costs tracking system; and (4) .
integration of these elements to distribute the available grant
funds. :

o0 Most state and local agencies have yet to make full use of the
existing permit fee provisions successfully applied in several
states, .and required under Section 110 {(a){2){(K) of the Act. A
preliminary analysis of the estimated costs to state and local
agencies for permitting applicable Section 110 (a)(2)(X) sources
yields an estimate of over $50 million. An estimate of the total
funds devoted to such permitting activity indicates just over $31
million supports this work, approximately $12 million of which is
Federal Section 105 funding. Section 105 funds going to this area
could conceivably be freed for other purposes if grantees
recovered these costs.

0 An EPA Permit Fee Task Force, formed in June, 1987, concluded that
expanded guidance on Section 110 (a)(2){K) national permit fee
requirements was advisable and should be produced in consultation
with STAPPA/ALAPCO. The task force also recommended that any

™
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guidance should: focus on .the bottom line of ¢ost recovery' {permit
issuance and implementation), allow maximum. state and local
flexibility in fee system structuring, encourage collected fees to
go to the respective air agencies and utilize the withholding of

105 funds as a- sanction for. non-implementation of the permit fée

requirement only as a last resort. The task force alsc found that

" permit fees do not necessarily serve as -an- impediment to economic

and business development.

Grantees are not limited to the Section 110(a)(2)(K) fee
provisions. - Certain state and local agencies have been quite
progressive in establishing permit and. other user-fee systems
covering smaller statlonaxy sources and nontrad1t10na1 sources
11ke asbestos. : . :

-EE’A has examined . numerous other user—fee- prOposals Wthh

potentially could cover the air pollution control costs of the
area regulated. These include VOC, NOj- and- SO,, and air toxics
emissions fees. Other potential areas of resource support include
tax incentives and disinventives, like control- technology equipment
tax breaks, or a technology—forcing'anissio‘ns tax. All of these
options, however, would necessitate actions by parties external to

In some instances, industry has taken a cooperative role in
contributing to research on air- pollution problem characterization.
and on control strategy development, as in the Denver Brown Cloud
Alr Toxics Study. ~

Another area of potential change.in funding air program needs
involves the redefinition of relative Federal and non-Federal
programmatic and financial roles and responsibilities. Much of
this has to do with what should be the focus of the Section 105
program: base activities emerging problem areas, provision of
technical assistance, or a combination of purposes. These
questions can really only be answered in a wider public forum -
involving the EPA, Congress and state and local governments.

Much of the difﬁcﬁlty in knowing what program areas to emphasize

is due to an absence of knowledge of how funds are currently being
expended. An analysis of the costs of operating state and local
105 air programs, the results of which had not been completed in
time for inclusion in this study, would assist in providing insight
on the range of costs of state and local activity. Grantees feel

LN
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" this analysis will reinforce the position that they are overworked
- and underfunded. EPA would like to use the analysis to better
- define overall costs in order to determine where further disin-
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vestments, if necessary, should occur. However, without complete
and reliable survey results, neither EPA nor the grantees will be
able to confidently assess: (a) what constitutes a base or core
activity; (b) whether or not enough funds are available to do both E
base and high priority activities; (c¢) to what degree the Air _ *
- Program infrastructure is truly threatened; and (d) what level of :
resource support-may actually be necessary.

Future Management_and Policy Considerations.

o There are several management and policy actions that couid be
considered in order to enhance air program effectiveness. Actions
that CAR could take within current management of the Section 105
program are: (a) better match anticipated program support needs to
realistic resource strategies and projections; (b) integrate a
longer range outlook into the ongoing planning, budgeting and
execution cycle; and (c) refine and improve systams for grants
accomplishments tracking.

o

Actions which involve decisions beyond OAR'’s immediate.influence are:
(a) promote with Congress the desirability of providing funds on a muiti-
year basis; and (b) consider various statutory modifications to the
Section 105 provisions of the Act. dealing with grants allotment and

management .
POLICY

o EPA, state and local agencies and Congress should determine the
appropriate focus of the Section 105 program for the future,
and in so doing reexamine and define the appropriate Federal,
state and local programmatic and financial support roles and
responsibilities. .

ion :

- Prepare discussion paper evaluating the options for utilizing
. : Section 105 funds.

- Convene a high level work group to examine and reconmend
approprlate Federal and non-Federal an programmatic roles and
“financial responsibilities into the future.

- Consult on policy alternatives with groups outside EFA. -

- Issue a policy clarifying applicable Section 105 program
expenses.

- Draft CAA amendments based upOn new pollcy direction, as needed.

w
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0 The Air Program should examine and promote other approaches to the
traditional command and control approach of "doing business."

Action Ttems:

- Encourage and publicize cooperative public-private air quality-
projects such as the Denver Air Toxics "Brown Cloud" Study.

FUNDING N

o EPA and state and local agencies need to pursue additional funding
and develop funding mechanisms to supplement the Section 105
grants program. In so dolng they should fully utlllze ex15t1ng
pemut fee prov1s1ons

Action Ttems:

- Establish an OAR clearinghouse on permit fee information.
- Request Congress to mandate 110(a)(2)(k) penmt requlrenent in
new CAA reauthorization. -
. = Provide 1n.fomat10n on other revetme—generatmg, or cost-saving
options, such as the pooling of shared equipment resources,
improved data management and innovative personnel practices.

o EPA should study the feasibility of possible legislative revisions
to Section 105 to gain additional funding for: (1) equipment
needs, (2) expanded training, and (3) Indlan Tribe support.

o EPA should also consider requiring all grantees which are not now
doing so to match Section 105 funding with at least minimum 40%
non-Federal contribution. Any changes need to phased in gradually.
The one half of one percent minimum funding level requirement
should be retained. The maximum level of funding support to any
one grantee should be reexamined with the possibility of lowermg
it from the current 10%

o EPA, in consultation with state and local agencies, should
reexamine the basis for the national allocation of Section 105
funds and update it as appropriate.

Actjon Jtems: ' '

- Allocation criteria and data base should be updated. .

- Work group should examine results and determine if modification
options to current allocation scheme are warranted. -

- Any new allocation schame should be phased-in.
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o EPA should integrate a more strategic, multi-year perspective into
its ongoing Air Program plamning, programming and budgeting process
including the state and local assistance element. EPA should also © .
better assess the costs of implementing new activities on state and '
local agencies...

Action_ Igans :

- The QAQPS strategic planning sessions should be used as a first
step ‘towards similar multi-year strategic plamning by other QAR
program offices.

- Section 105 grants should be negotiated and marlaged on a multl—
year, possibly three year, basis. Implementation of this
recommendation would require close cooperation with state and
local agenc1es and STAPPA/ALAPCO.

- The nnplanentatlon costs of each new (AR program act1v1ty should
be assessed on a milti-year basis. Resource demands and avail-
ability should be reconciled through the establishment of
realistic 'implementation schedules.

- EPA should urge Congress to consider multi-year appropriations.

0 Within the current Section 105 program, EPA should implement
various administrative and management improvements intended to
~Streamline the internal management of the process, and encourage
.improved grantee perfomance

Action Items:

-~ Encourage increased involvement of Regional Office senior
management in Section 105 issues.

- Contirnue to examine grants management issues in the Assistant
Administrator’s Regional Review trips.

- Contimue to hold anmual grant coordinators national meetings.

- Issue a Section 105 grants reference manual.

- Continue to obtain early Regional Office input on the operating

- and grants guidance.

- Promote rotations and exchanges of air program persomnel between
the various levels of govermment.

- Continue efforts to improve EFPA and grantee commumications on
grants management.

- Continue efforts to improve grantee performance in managing the
105 program through mid-year evaluations, provision of = -
performance incentives, and other similar efforts. '

- Bmphasize EFA technical assistance and technology transfer to
state and local grantees.

(LA
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- Develop closer coordination between Regional Office grant
evaluations and national air audits.

- Encourage each Region and the Program Offices to undertake a
pilot program to streamline oversight and reporting requirements
with the expectation that a-nationwide streamlmmg of. grant
oversight can be.accomplished.

- Review, on periodic basis, OAR'’s Withholding and Escrow Policy.

- Develcop and expand the use of 1nteract1ve computers for Section
. 105 management. _

EFA, with the cooperation of state and local agencies, needs to
improve its management information and data base systems to enable
more effective decision making on resource utilization.

';_Ag;ion I;‘ ems:

- Covplete the EE’A/S'IAPPA ALAPCO survey on the costs of operatlng

. State and Local Air Programs.

- Complete the Automation of the current grant obligations tracking
- system,

- Improve and integrate current Reglonal trackmg systems for
overall grants accomplishments by major activity area, and
integrate this information as a c:omponent of the Regional

~ Priority Tracking System.

- Develop a discussion paper on the desirability of developmg

state and local workload allocation models at the Reglonal Office
level. .

EPA must continue its efforts to improve and maintain grantee
financial integrity and accountability and strengthen Regional
Capability for adequate programmatic/fiscal oversight.

Action Items:

- Conduct workshops for state and local financial officers on

fiscal requirements. - ‘

Hire Regional Office auditors/accountants who can help oversee

Section 105 grants. ‘

Conduct joint.Air and Grants Division site visits to grantees.

- Agree on auditing responsibilities between OAR and OIG.

- Continue joint CAR/GAD efforts to implement maintenance of effort
guidance and pursue 1eg151at1ve changes to current MOE
requirements.
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There are two major reasons why this is a particularly appropriate
time in the 25 year history of the air management program to examine
Section 105 funding. The first among these reasons is the national
priority to reduce the current Federal budget deficit. This important

' goal has exerted strong pressures to either reduce Federal domestic =

program funding or to hold these programs at the previous fiscal year’s
level. For the Section 105 program, this has meant a flat level of
Federal funding appropriated for state and local air pollution control -
activities in the three year period from FY 1986 through FY 1988. .In FY
1989, however, Congress appropriated $101.5 million in Section 105 funds
an increase of $6.5 million over the previous year’s level. While this
recent increase in funding is helpful, it does not fully offset the erosion
in real buying power that ammual inflation has had on state and local:
agencies in previous years nor does it approach actual air program fl.mdmg
needs

At the same' time that Federal support has been.essentially static,
programmatic responsibilities to manage air quality at the state and local
levels have increased. These responsibilities include such major acti-
vities as: - Part C PSD requlranents delegations for NSPS and NESHAPS, post
- 1987 00/03 SIP developrmt emissions trading options, PMyg NAAQS, and
the air toxics program.. The push and pull of static Federal resources and
increasing program requirements have led state and local air quality
officials to seek additional non-Federal funding, and/or cut back on some
of their programs. These twin pressures have developed to a point where
basic questions must be asked about how Section 105 funds should be used,
how furding can be more effectively managed, and what are the future
funding requlrements for effectlve air quality managanent.

There are other major reasons for the Air Resources Study. For
several years, senior management within EPA have been interested in
documenting the specific products of the Section 105 program and its con-
tribution to the effective control of air pollution. 1In addition, there
are both Congressional and Office of Management and Budget (QGMB). interest
in which specific program elements are supported by Section 105 grants and
what impact recent funding levels have had on the effectiveness of state
and local air management programs. State and local interest in the study
has focused on the relative distribution of these funds among various
program elements and the need for national consistency from EFA in the
management of these funds. Finally, the EPA's, Office of the Inspector
General (OIG) completed an audit of Regional Office management of the
Section 105 program in 1987 and raised a number of issues related to
improving the ma.naganalt and accountability of the program. This study -
addresses all of these issues raised from both inside and out81de EPA (see
Figure 1}.
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Figure 1 FACTORS AFFECTING SECTION 105
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This study has been prepared by the Office of Program Management
Operations within the Office of the Assistant Administrator for Air and
Radiation (OAR). Information and data for this study were obtained from
(AR’s program offices, EPA’s Regional Offices and various state and local
air pollution control agencies. Both cooperation and support have been
provided by State and Territorial Air Pollution Program Administrators
{STAPPA) and the Association of Local Air Pollution Control Officials
(ALAPCO) throughout the various phases O0f the study. A major portion of

this study is based upon extensive interviews conducted during the fall of .

1987. These interviews included both Reg10na1 Office Section 105 grant
managers and officials of various state and local agencies.

The study is divided into seven chapters. Chapter 1 provides a brief
history of Clean Air Act (CAA)} legislation and the growth of the Section
105 air grants program. This includes a discussion of the purposes and
role of Section 105 in establishing and promoting state and local air

~ pollution control programs. It also discusses the growth of air quality
programs responsibilities under Section 105. ’

Chapter 2 discusses what Section 105 funding buys. This includes an
examination of what these funds purchase at the state and local level and
how they are used.. The chapter also analyzes various indicators of
progress, including trends in air quality emissions, reductions in various
pollutants, population exposure, and other indicators of Section 105
program accomplishments,

o
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agenc1es .

/ Chapter 3 describes EFA's budget and grants process This includes:
the establishment of anmmual national priorities, the development of
operating and grants guidance, the Performance-Based Assistance Policy, the
provision of Regional guidance and grant allocations to states; the
evaluation of grantee performance, and finally the assurance of grantee
financial integrity. Special issues that+are examined in this chapter-

- include: a discussion of the minimum allocation lewvel, of Section 105. funds

to a grantee; funds for Indian Tribes; a discussion of planning versus
maintenance funding perce.ntages and the pass-through of funding to local

Chapter 4 provides a critique of the grants process and describes
exemplary Regional practices in administering the Section 105 program. The
critique of the grants process is based on extensive interviews with each
Regional Office, various program offices, and state and local agencies. It

- provides a discussion and suggestions for improvement in such areas as:

Regional Office:grants management organization, air priority setting,
grants negotiation, program -evaluation and grantee financial integrity.
The chapter concludes with a brief discussion highlighting model practices
and procedures used by various Regions and their grantees.

. dlapter 5 provides a detailed discussion of grantee f1nanc1a1
mtegnty issues raised by the (0IG) audits. Corrective actions. taken by

-the Regional Offices and EPA Headquarters are discussed. Areas needing

additional clarification are identified.-

Chapter 6 discusses emerging policy issues that will shape the future
of program support for air quality planning and management. A current
concern that will likely increase in the future is the growth of air acti-
vities funded outside of the Section 105 Program and the definition of an
applicable Section 105 expense. Miulti-media impacts on air control -
programs and funding resources are also discussed. Future funding needs
are discussed in the context of the potential impact of new Clean Air Act
amendments (CAAA) currently under consideration by Congress. The con-
timuing use of disinvestments to establish priorities and distribute
funding among air control program elements and the need to maintain a basic
program of core activities, will also be discussed. Finally, alternative
funding sources for the air program, 1nc1ud1ng a discussion of permit fee
programs, are noted.

Chapter 7 presents the study's conclusions and recommendations. These
cover recent developments and suggested actions for improved grant program
effectiveness, as well as, possible options to support air program activity
in the future. The study’s recommendations are grouped into three cate-
ories: (1) policy determinations; (2) funding initiatives; and (3}
management and productivity improvements.
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. in—aid to develop, establish and improve state and local air pollution

...5_ , ’ ,
CHAPTER 1
BRIEF HI Y AIR FUNDING

Early Air Quality Activity

Prior to the major (CAAA) of the 1960s and 1970’s, air pollution’
control was considered to be primarily a local issue. In the absence of
institutionalized control programs, air pollution problems were dealt with
in the courts through the doctrine of nuisance. Local control programs
eventually developed where there were strong perceptions of industrial soot
and flyash problems. The first mmicipal ordinances were enacted in
Chicago and Cleveland in 1881 and in'the early 1900's Albany County, New
York became the first county with an air pollution control program.

The states and the Federal govermment were relative newcomers to air
pollution control. - The first comprehensive state legislation for air
pollution prevention was instituted in Oregon in 1952. Other states——
including Massachusetts, New Jersey, California, Florida, Hawaii, and
Idaho——passed legislation during that decade. Nine additional states
carried out air pollution control activities under general public health
statutes. By the end of the 1960's, all. states had leglslatlve authority .
for air pollutlon control.

Federal leglslatlon prior to 1970 did establish grant fundmg to air
pollution control agencies, although it did not prov1de for Federal con-
trols or national standards. While Federal clean air legislation .in 1955
provided- some opportunities and incentives for the training of state
and local employees in air pollution methods under Section 103, it was the
CAA of 1963 that provided the initial authority for Federal grants to
state and local public agencies through the Department of Health,
Education and Welfare (HEW).

253 Clean Air mt
In 1963, a Pre51dent1a1 "Spec1al Message on Health" requested grants-

control programs. These grants were provided in Section 105 of the CAA

of 1963, which included an authorization that resulted in appropriations of
over $60 million between for the period from 1964 through 1966. The
fumding was supplied for up to two-thirds of the cost of planning, .
developing,  establishing or improving state and local air. agencies. The
focus of the 1963 Act was the establishlment of a state and local process,
of technical methods to inventory and monitor pollution sources, and to
enforce existing statutes. The 1963 Act also introduced the concept of




the annual maintenance of a state appropriation level in order to retain
eligibility to receive the Federal award. In the air program this is known
as the maintenance of effort or contimiing eligibility lewvel.

1966 and 1967 Clean Air Act Amendments

The CAAA of 1966 gave the HEW authority to make grants for up to one
half the cost of maintaining existing air pollution programs. The 1967
CA2A, in addition to reaffirming the previocus authorities, added specific
authorizations to enable state and local agencies to plan for air pollution
control programs. The provisions for two-thirds federal support for
development and one-half for maintenance provisions were retained and
incentives for up to three—quarters federal support for multi-jurisdic-
tional and interstate agencies were added. The 1967 statute provided for
states to enact ambient air quality standards, develop comprehensive
strategies to implement them, and establish air quality control regions.
However, while the state standards and plans were to be submitted to HEW,
there were no provisions for attaimment deadlines or for the review of new
‘sources of pollution. Enforcement was left to the states.

1970 and 1977 Clean Air Act Amendments

In 1970 the EPA was created and assumed air quality management
résponsibilities from HEW. The Federal government's role was expanded to
one of being more of an active participant with responsibility to set
uniform national standards for the protection of public health and welfare,
and to take action when state and local agencies would not.

In contrast to the rather generic responsibilities required of state
ard local govermments under preceding legislation, the 1970 and 1977 CARA
were much more prescriptive about what grantees had to do and the conse-
sequences for not doing so.

Section 110 of the 1970 Act enumerated the grantees® responsibilities
for the submittal of State Implementation Plans (SIPs).: A SIP was to
contain a control strategy demonstration with sufficient enforceable
measures to meet the applicable National Ambient Air Quality Standards
(NAAQS) within specific deadlines. Further, state and local agency respon-
sibilities included: . preconstruction review responsibilities for major
new air pollution sources through the adoption of New Source Performance
Standards (NSPS), develomment of transportation control plans; and the
adoption of National Emission Standards for Hazardous Air Pollutants
(NESHAPS). A dual Federal/state enforcement provision was also added, as
were provisions for citizen suits. Also Section 110(c)} of the 1970 Act
provided that in the event a state should fail to submit an adequate SIP,
_the Federal goverrment could promulgate a Federal Implementation Plan (FIP)
to meet the national standards.
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In support of these new program requirements, the 1970 Act also raised
the allowable Federal funding percentage share for all grantees responsible
for producing or implementing a SIP to three-quarters for development and
two-thirds for maintenance activity. The 1970 amendments changed the focus
of . the. 105, program from support for plan and process development, to.one of
control strategy development and, implementation and: support for operation

.of an established air pollution control program. The 1970 CAA was also a

significant landmark-in Federal, state and local relationships and respon-
sibilities. As state programs matured-and their responsibilities grew, the
state role increased while the role of many of the local agencies:
diminished. :

New legislation in 1977 added further major requirements for state and
local agencies. These included permitting of new sources seeking to locate
in clean areas; maintenance of these areas’ PSD 'increments’; and Part D
requirements specifying the basis for approval of 1979 and 1982 ozone,
carbon monoxide, .and nitrogen oxide SIPs. The latter included some new and
diverse programs and requirements for nonattainmment areas such as air
pollutlon control technology determinations, additional new source review
provisions, and demonstrated progress in mamtammg any emissions
reductions achieved. _ -

.The requirements for SIPs and the enactment of reasonably available
control technology regulations required. a significant resource investment
by state agencies. So did new enforcement, air quality monitoring, and -
quality assurance requirements. Broad intergovernmental consultation
responsibilities for plan development, designating nonattaimment status,
development of transportation control measures, and motor wvehicle inspec-
tion/maintenance (I/M) requirements were also required. - Anxious to retain
state primacy over their air programs, states accepted delegation of PSD,
NSPS and NESHAP programs in increasing mumbers. :

‘The 1977 Act also put pressure on states and locals to attain -
standards by meeting predetermined deadlines or face funding assistance
limitations. These limitations included: the suspension of new source
review construction permits, limitations on highway and sewage construc-
tion grant funding, and the suspension of Section 105 grant awards.
Increased Section 105 appropriations, however, served as a more positive
inducement. By 1977, Federal grants increased to nearly $65 million.
Section 105 was modified to foster a more equltable and uniform approach in
the development of state programs by limiting the maximum percentage of the
total allocation that any one state could receive to 10%, and by assuring a
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minimm percentage that each state could attempt to qualify for (one half
of 1% of the total national allocation) each year.l State and local
program responsibilities have continued to rise. - An examination of EPA’s
‘Anrual Operating Guidance and Anmual Grants Guidance documents indicates
that numerous responsibilities have been added to state and 1ocal agencies

w

agendas over the- last several years' (see Figure 2). _ .
Figure.2
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1. Section 105, as it appears in the 1977 Act, is replicated in Appendix -
A. In addition to Section 105, Section 106 of the Act contains
funding provisions for agencies designated to do air quality planning
for interstate air quality control regions designated pursuant to
Section 107. Awards to such agencies are generally made under the
auspices of the Section 105 program.
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‘period when inflation ravaged the value of the dollar. The trend indi-
. cates that as the level of Section 105 funds rose actual buying- power

es in ion 10 1i s

Desplte thése increases in fundlng, on an aggregated national, ba515,
state and local govemmts have always assumed the greater percentage
share of the cost of air pollution-control. Figure 3 shows. state and local
program budgets since 1965 ‘along with Federal Section 105 contributions.
While Federal funds have averaged about  37-38% of the expenditures over the
last 20 years or so, their percentage share has dgenerally been declining
since 1979. * In 1987, Federal Section 105 -grants constituted approximately
a one-third of the overall air program contribution. However, when large
states such as California, Texas and Florida (and others which have
substantial non~Federal sources of revenue) are discounted, the Federal/
non-Federal ratio more closely approaches a 40/60 split (see Figure 4).
An examination of recent State Section 105 air program budgets shows
considerable variation in non-Federal 105 support generally when the
state-contributed 105 portion is compared to that of the state's overall
105 program.. This is discussed in more detail in Chapters 4 and 6.

The impact of Federal Section 105 support generally has been
diminished over time by the affects of inflation. Figure 5 compares actual
Section 105 appropriation levels to levels adjusted to 1972 dollars and,
starting in 1982, to 1982 dollars. .The 1972 comparison covers the period
incorporating the passage and start-Up funding for the (AA, as well as the

declined. Even if the less volatile post-m.flatlon period of 1982 is used
as a Base the useful buying power of Section 105 funds has continued to
decline. Not adjusting for inflation, about $1.16 was spent per U.S.
citizen in 1987. When adjusted for inflation, the average per capita
figure actually decreases to $1.02. In recent years state and local
Section 105-related contributions have increased by only about 3% per
year. This is largely due to the Act's maintenance of effort provision
and the need to accommodate employment benefits.

In ensuing sections, the trends of increased state and local
responsibilities (1nclud1ng those, added in the past few years) and of
stable funding support are dlscussed Their impacts on state and local
operations, and the Federal—state relat1onsh1p for the 1990s and beyond
will be examined. :
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CHAPTER 2

WHAT THE SPCTION 105 PROGRAM HAS ACCOMPLISHED -

What has the expenditure of over $3 billion in Federal, state and
local funds since 1970, via the Section 105 program, accomplished? A -
recognition of the cumlative accomplishments of the program tends to be
subsumed for several reasons. Progress achieved over the years is often
overshadowed by continued nonattainment problems and the emergence of
newer and potentially more ominous health and air pollution hazards. For
example, recent widespread increases in the mumber of exceedances of  the
ozone standard detract from the noteworthy progress achieved since 1978.
Often too, as evidenced by the Comparative Risk Study, attention tends to
drift away from areas where early successes have been achieved and to
envirommental problems currently in the public spotlight whether or not,
based upon actual risk, such a shift in concern is warranted.

Another factor is that air program achievements are usually. described
in vague terms since, presently, only indirect correlations are drawn
between funds expended, outputs achieved and pollution reduced. The .
correlation is necessarily indirect since a multitude of factors other than
the expenditure of funds serve to impact air quality gains. For example,

‘the assessment does not account for the tremendous impact of the Federal

Motor Vehicle Emission Control Program, nor for wider economic forces or
changes in meteorology. . .

Nonetheless, by looking at some of the major products of the Section
105 effort and the concurrent reductions in pollution, an overview of the
program’s notable achievements can be gained. Given the reduction or
prevention of 400 billion pounds of air pollution since 1970, what would
our air quality be like today in the absence of the intergovermmental
efforts enabled by the Section 105 program?

Indicators of Chandge
Growth and Air Qualit

. Since Congress passed the CAA in 1970, the nation’s population has
increased by over 40 million, the gross national product has more than
quadrupled, overall hourly mamufacturing output has. risen by nearly 60%,
and the mumber of motor vehicles has increased by some 75 million -(see

. Figure 6).
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Figure 6 |

Selected Indicators of Growth | .

(1970-1987) { B
l
1970 1987 % Increase- |
. i l
Resident U.S. Population (millions) © 203 243 20 |
Number of Motor Vehicles (millions) : 108 183 70 f
Number of Vehicle Miles Traveled 1.12 1.85 65 - |
(millions) ' |
' Gross National Product ($ billions) 1015 - 4235* 317 I

Manufacturing Output Per Hour (77 index) 80.8 126* 56
: i
* (1986 figures)

Despite this increase in national growth, the overall volume of
pollution for the six criteria pollutants has decreased by over 70 million
metric tons during approximately the same time period. As much as an
additional 115 million metric tons of pollution have been prevented. Much
of this gain is attributable to the development and operation of state and
local air pollution control programs funded under Section 105, From 1965
through 1987, Section 105 grants and corresponding contributions from state N
and local govermments totaled over $4.5 billion dollars.

In the following section indicators of.change resulting from these
expenditures are described. These include: changes in ambient and
emission levels of pollutants, the mumber of exceedances, the degree of
population exposure, the extent of the air quality infrastructure
established, and selected programmatic accomplishments.

Improvements in Overall Ambient Concentrations and the Level of
Emissions :

While millions of persons continue to breath air that is still in
violation of healthful national ambient air quality standards, considerable
progress has been made. Overall ten-year changes in emissions and ambient
levels are shown in Figure 7. .

v




o

o}

.!‘

L}

_15_

. Figure 7
Changes in Emissions and Ambient Levels
1977 - 1986

o . ) . # of Sites % Emissions % Ambien
Pollutant Standard Nationwide Level Reduction Reduction
TSP . AM - 1435 25. 23
S0, AAM 3022 .21 37
Co shr 182 . 26 32
03  Max. lhr 242 19 21
NO, . A 111 8 14

Pb - MA - 82 - 94 . 87
. _ : ' -

Source: USEPA, National Air Quality and Emissions Trends Report, 1986..

a ~ Measured at continuous emissions monitoring sites nationwide

b ~ Includes monitor calibration changes- in 1978-1979
Ahbreviations: AGM - Annual geometric mean

AAM - Anmual arithmetic mean

MA - Maximum quarterly average

The reduction in the total volume of pollution is even more dramatic
if recent emission levels are compared, not just to 1970 levels, but to
what levels would have been had there been no controls whatsoever
instituted from 1970 orwards (see Figure 8).

Changes in Nonattaimment Areas A
Changes in the number of areas exceeding the national ambient air

quality standard for the period of 1978-1987 for five of the criteria
pollutants are shown in Figure 9.

-
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Figure 9

Progress In The Reduction Of The Number Of ‘Areasl Not

Meetmg Natwnal Ambient Air Quality Standards (NAAQS):

“Notes: (1)

(2)

(3)

 1978-1987

Total

Sulfur

Dioxide: - Total . " Total

Primary/ Carbon Total Nitrogen

Secondary Monoxide - Ozone Dioxide

Nonattain- Nonattain-  Nonattain- Nonattain-

ment Areas ment Areas ment Areas ment Areas
March 1978 101 (NA/NA) 190 : 607 12
June 1981 95 (89/6) 163 5082 C 12
February 1982 . 70 (63/7) ' 7152 473 11
March 1984 66 (59/7) . 146 . 425 . 5
July 1984 65 (57/8) 145 393 4
September 1985 60 (54/6) 142 368 4
December 1986 64 (51/16) 129 349 4
December 1987 66 (50/16) 1273 3413 4

Areas counted are normally counties but can be smaller
jurisdictions; above mmbers include both entire ‘counties -
and portions of counties. .

Standard change in 03 accounts for bulk of improvement
between 1978 and 1981. _ L

Most recent data available indicates increases in emissions,
ambient levels and nonattainment areas for CO and 03 primarily
due to increased growth and over—optimistic estimates of
control strategy and rule effectiveness. .
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Reductions in the amount of the total population living in areas with
air quality levels above the NAAQS, for a recent three-year period for the
criteria pollutants, are shown in Figure 10. The table illustrates how - <
total popalation exposure has increased for carbon monoxide and nitrogen
dioxide. While not reflected in the data, areas have been added to the
ozone nonattainment list. This underscores the point that despite
noticeable gains in the reduction of pollution since-1977, much of the
nation is still nonattainment for at least two pollutants and further
Federal, state and local efforts remain essential.

(¢

. Figure 10
NUMBER OF PERSONS LIVING IN- COUNTIES

W/ AQ LEVELS ABOVE THE NAAQS: 1984-—1986
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Section 105 Expenditures and Accomplishments at the State/Local Level

The extensive air pollution control infrastructure established and
supported at the. state and local'levels by Section 105 air- grants is:
largely responsible for the achievement and maintenance of the air quality
improvements noted earlier. Since 1970, over $1.2 billion. in Federal 105
grants and a corresponding $2:1 bilkion in state and local funds have
enabled: the employment, training and support of thousands of state and
local personnel; the development of plans to prevent further air pollution:
and maintain air quality in 55 states, territories and the District of
Columbia; the purchase of equipment and the establishment of a nationwide -
monitoring network; the permitting, inspection and compliance assurance
of over 40,000 industrial sources of Federal concern annually; and, the
control of excess emissions of approximately 35% of the nation’s motor
vehicle. population. The following discussion highlights some of the more
prominent areas of air program activity funded with Section 105 -grants
and notes the programmatic progress achieved as ‘a result. '

E‘stabligrment of an Air Prggrm Infrgtructur

Currently, 50 states,. 4 territories, the District of Columb1a’ the
Commonwealth of Puerto Rico, and approximately 197 municipal, county, -
regional or multi-regional agencies carry.out air pollution control
activities. 2 Of a1l of these, 176 receive Federal 105 support mcludmg
nearly 50 pass—through agencies.

The number of state and local amployees funded in part with Section
105 funds peaked -at 8,200 (4,388 state, 3,812 local) in 1978. This figure
declined to 6,470 (3,882 state, 2,588 local) in 1984. This overall
reduction can be partially attributed to the attrition of local agencies,
and state and local agency budgetary constraints. Current employment
data are inexact but range from just under 7,000 to over 8,000, assuming

‘full agency staffing.3 EPA's workload model estimates the current state

and local staffing level to be about 7,200 persons. An estimate of total
positions for those agencies listed in the American Pollution Control
Association (APCA) directory totals over 8,000 but when rmultipiied by a
vacancy rate of 7-13% would yield an amount closer to the 7,200 figure.

2. See Journal of the Air Pollution and Hazardous Waste Control
Association; ’Agency Directory'; April 1988.

3. Information obtained from Roger Westman, (STAPPA/ALAPCO) March 1988.
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-State and Local Air Program Activities

Section 105 funding is devoted primarily to the support of five major,
broadly-defined categories of activity: monitoring, plaming, enforcement,
permitting and administration. Figure 11 shows the relative percentages

of air program support devoted to these categories (and other selected high -

priority areas) for 1984 versus 1987. -This information was obtained from
an_analysis of 17 agency grant -applications- from 1984 and from'a sample of
17 different agencies used in the 1987 pilot survey of the costs of state-
and local air activities. In the following sections major programmatic
acconplishments occurring within these categories are noted. ‘

Figure 11

COMPARISON OF COSTS
BY PROGRAM ELEMENT *

V 8.2
1984 — 1987
29.5
LEGEND- \ | 08
N
BRX MoNmoRING g RS
N <TRA RRIRKEY 27.3
' 0 0.0 0.0 0.0
K ADMINISTRATION S o
X1 PervmTING g | :
73 panninG 18.3

g;nwmmocmns/

» SECTION 105 ACTMTIES
ONl&Y'! MAY NOT TOTAL
100% DUE TO ROUNDING
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(a) Establi t Maint e of a National Air nitori Network

Ambient air quality monitoring provides the basis for determining
whether air pollution problems exist and-helps to characterize the nature
of the problems. Section 110 of the Act requires ambient air quality
monltorlng as part of a SIP. \

}

A'strategy was adopted in 1977 to form the basis of revisions to state
and local ambient air quality monitoring networks and air monitoring regu-
lation. Two types of air monitoring stations were defined as the result of
the strategy: State and Local Air Monitoring Stations (SLAMS) and National
Air Monitoring Stations (NAMS). The SLAMS network consists of fixed
monitoring stations that meet the needs of state and local air pollution
control agencies. The total number of monitoring instruments in the SLAMS
network is approximately 4,720. The NAMS network is a subset of the SLAMS
network and emphasizes monitoring in areas of highest air pollution concen- °
trations and population. The total number of NAMS monitors is 1;256. NAMS
are located in urban areas and oversight is provided by EPA Headquarters
SLAMS over31ght is provided by EPA Regional Offlces.

State and local agencies must subtmit a swmary of all data collected
from SLAMS sites to EPA on an armual basis. Data collected from NAMS sites
must be submitted to EPA quarterly. Based on the EPA regulations, state-
and local agencies must also report a daily air quality index to the
general public in urban areas with more than 200,000 population.

~ Figure 12\ shows chanées, in thé ntmmber of monitors from 1977 to 1987

" and the projected 1988 monitors. With the advent of the NAMS/SLAMS

requirements of the 1977 CAPMA the overall monitoring network has been
reduced to about one half of its original size. The monitors -were located
using uniform network design and setting criteria to utilize standard
quality assurance procedures and to assure an adequate level of coverage
for the criteria pollutants at that time. In 1987 approximately 22% of
total state and local 105 resources were utlllzed to deliver the ambient
data and maintain the network. -
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Figure 12
r of Monitoring Sit
| _
1977 1982- 1987 . 1988; (Estimate)

Pollutant SLAMS' NAMS SIAMS NAMS | SIAMS  NAMS
Mg - - - 583 | - 485 271
TSP 3987 1860 642 1445 573 1539 3
'S0, (total) 2382 406 222 315 179 317 182
o 470 325 114 330 .118 336 120
03 . 542 392 215 393 . 217 390 225
NOZ2 (total) 1558 245 59 168 58 166 62
Pb 542 250 102 243 110 238 111
Subtotal - 3478 1354 3487 1255 3471 974
TOTAL 9481 4832 4742 4445

(b) Pl crivities t rt State

Plénning activities include SIP revisions (including control strategy

and regulation development),

evaluation of air quality data to determine

attainment status, development and maintenance of emission inventories,
air quality modeling, plamning and development of new programs, and
coordination with other agencies.

Grant funds are allocated to the states to develop SIPs for the
purpose of meeting the requirements of the CAA. Among the several
requirements, the states must prepare a plan to implement:
and maintenance of national standards,
(5) NESHAPS, and (6) visibility protection.

these plans are not solely achieved through the development of the -
regulations and procedures included in the plan, but in concert with '

(2) PSD,

(1) attainment

{3) review NSR,
The tangible benefits from

(4) NSPS,
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the implementation and enforcement of the provisions. The plan alone,
therefore, is not an end to which benefits can be directly related and =
measured. Instead, resources allocated to plan development must be = -
evaluated-over the long-term by assessing the overall effectiveness of
the control agency program in meeting the primary objectives of.the Act.

13

Section 107 of the 1977 amendments to the Act required states to
sutmit formal designations of attaimment status of NAAQS. As noted
earlier, Figure 9 indicates the .gains achieved in reducing the number
of nonattainment areas for five of the six criteria pollutants for the

: period fram March 1978 to December 1987.

, Special modeling studies and the evaluation-‘of ambient air quality
data are performed to identify new nonattaimment areas and to measure
progress toward attainment in existing nonattainment areas. Bmission - .-
inventories must be updated and evaluated in terms of accuracy. Ambient
air quality modeling is also essential in reviewing modeling results
submitted by sources or contractors in support of new source permit
applications or proposed changes to state and local regulations.

Approximately 28% of total grantee. resources were estimated to “be
used to cover both.planning and administration activities in 1987.

(c) Stationary Source E:rﬁorcanen; and Compliance Activity

State and local agerlcles’ stationary sources compliance and
enforcement. programs are designed to ensure compliance with air emission
standards by stationary sources of air pollution, including such major
facilities as power plants, steel mills, smelters, and refineries. In
addition to ensuring compliance with emission limitations contained in
SIPs, agencies are delegated respon51b111ty for ensuring that sources
comply with new NSPSs and NESHAPS.

A major conponent of an enforcement program is compliance monitoring.
The ccxnphance monitoring of stationary sources is conducted primarily by
state and local agencies. Compliance monitoring includes a broad range of
activities including surveillance, on-site inspections, and reporting and
maintenance of compliance data. Of these activities, the most important is
on-site inspections. -

"

A second major component of an enforcement program is violation
resolution. Depending upon the nature of the violation, the agency may
initiate an administrative action which orders immediate compliance or
the agency may place the noncomplying source on a legally-enforceable -
compliance schedule. The agency may assess administrative penalties if it
has the authority Another option is to initiate a judicial action that
may require the noncomplying source to pay civil penalties and be placed on
a court-ordered compliance schedule,
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Figure 13 displays the primary compllance monitoring and enforcement
activity levels for statlonary sources of air pollution conducted by EPA
and state air quality agencies. The primary activity levels are the number
of sources issued an administrative order, and the number referred to
courts for civil action.. High priority enforcement categories are Class A 3
(major) SIP, NSPS*and nontransitory NESHAPs sources. Over the last five _ -
years, sources-.in.these.categories have ammually totaled 40,000 and this is :
only a smatl percentage of all sources whlch are subject to state and local
review. .

"

Over 150,000 total inspections for 105-related sources have occurred
in this five year period. Also of high priority is the asbestos demolition
and renovation (DsR)} NESHAP program. It was not included in Figure 17
since accurate data was not available at the time. However, for fiscal
years 1986 and 1987, EPA and state and local agencies annually conducted
approximately 15,000 D&R site inspections and issued approx:mately 1 000
enforcament actlons. - .

Figure 13
"FY 1983 FY 1984 FY 1985 FY 1986 FY 1987

Inspections : : - '

State 32,160 40,295 41,637 41,757 40,489

EPA- 1,996 . 3,360 3,370 3,469 - 2,939
Admin. Orders .

State 199 362 782 " 1,104 1,098

EPA 33 120 127 143 186
Civil Referrals , _ ~

State 32 62 337 270 425

EPA : 60 96 © 66 86 75

~ Figure. 14 indicates the compliance status of sources as of June 1988.
These figures are based on information submitted to EFA's Compliance Data
System ((DS) by state and local agencies.

Approximately 31% of state and local resources were devoted to
compliance act1v1ty in FY 1987.




_25_

~Figure 14
Compliance Status
As Of June 1988

CLASS A CIASS -Al* ‘NSPS ~ NESHAP

Number of Sources o 33,402 17,440 5,243 5,923
In Compliance # 30,744 "15,785 4,663 3,581°
% © 92,0 90.5 88.9 60.4°

Meeting Schedule |, # 561 395 © 81 70
. % 1.7 2.2 1.5 O |

In Violation - # 1,224 . 799 210 1,028
% 3.7 . 4.5 4.0 17.35

Unknown & 873 461 289 ¢ 1,244

2.6 2.6 5.5  21.0

wA" SIP Sources - Sources with potehtial uncontrolled emissions,

while operatmg at design capacity, .equal to or greater than 100 metric

per yéar of any regulated air pollutant. - =

"% wAl" SIP Sources - A subset of Class A, these are sources with
actual or potential controlled emissions, while operating: at design -
Capac1ty, equal to or greater than 100 metric per year of any regulated

‘air pollutant.

In Conphanc:e - ’I'nose sources whlch are meetlng all appllcable
requirements.

In Violation - Those sources which are not in compliance with one or-
more anlssmn lmutatlon and which are not in ccxnpllance with enforceable
compliance schedules.

Meeting Schedule - Sources not in compliance with one or more emission
limitations but which are in compliance'with the enforceable compliance
schedule. (While this category generally consists of violating sources, it
includes sources on delayed compliance orders which, because of Section. -
113(d)(11), could be alleged to be in compliance with the applicable SIP. .




~26~

(d) Permitting of Stationary Sources

Permits are issued to ensure that new or modified sources install the
-necessary control equipment to meet standards that are generally more
stringent than standards for existing sources. The requirements for new
sources vary depending upon whether the source is an attainmment -area or a°
nonattainment area.

Some agencies issue a permit- to construct- followed by a permit to
operate. While some, however, issue a combined construction/operating
permit and then charge a fee for processing the application and for:
renewing the operating permit. Operating permits are renewed periodi-
cally, generally every one to five years. State and/or local agencies
reviewed or issued nearly 20,000 permits for PSD Sources, Part D (non-
attaimment area) sources and other major and minor sources in 1987. This
mmber constitutes a small percentage of all the sources permitted by
state and lecal agencies. PSD sources generally are located in pristine
areas. NSPS and NESHAPs requirements apply in all areas.

By 1987, approximately 94% of the current NSPS and 95% of the current
NESHAPs had been delegated to states.: ‘ ‘ s

Approxi.maﬁely 11% of all grantee 105 resources went to cover 105
related permitting activity in FY 1987.

(e) Program Accomplishments in Control of Mobile Source Pollution

The Federal mobile source control program, which addresses .
approximately 50% of air pollution emissions, has six major elements.
These are: new vehicle/engine certification; selective enforcement audit;
recall program; emissions warranties; fuels/tampering enforcement; and
inspection/maintenance. While gains from the mobile source control
program are primarily due to Federal actions, programs like anti-fuel
switching and tampering and inspection/maintenance activities are often
initiated and supported by the Section 105 state and local assistance
program

Currently there are I/M programs covering 64 urbanized areas and 33
states. Four I/M programs were started prior to 1981 and 12 more were .
started in 1981-83, with 22 additional programs have been started since d
then. ' One new program is scheduled for start-up during 1988 and two more
are currently being considered by state legislatures. These programs
impact more than 50 million vehicles and affect more than 100 million by
people. Figure 15 shows those areas of the nation required to implement --
I/M programs. '
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Currently, there are 45 state and local tampering and fuel-switching
programs -in place. The first program was started in 1975, 17 were added in 3
1982-85, 11 were added in 1986, 9 were added in 1987, and 6 were added in
1988. These programs are critical given that tampering and misfueling of
vehicles causes significant increases in pollutant emissions, and cir- ;
cumvents the mobile source emission control program as well. Figure. 16 '
depicts. tampering/misfueling rates from 1978 through 1987.

In addition to supporting the I/M startup costs, EPA has provided
Section 105 grant funds to state and local goverrments to supplement other-
aspects of the I/M programs. The funds are used primarily to support the
following activities: staffing needs, equipment, surveys, training, and
public awareness. Combined with other aspects of the Federal motor
vehicle control program, I/M, anti-tampering and anti-fuel switching
activities have resulted in nearly-a 40% reduction in violative organic
compounds from highway vehicles from the period of 1978 through 1986.

(f) Emerging. Program.Areas

In addition to revising stratedies. to- deal with continued nonattain-
ment problems for criteria pollutants such as ozone, new programs continue.
to be developed in.response.to emerging. problens These problems include:.
acid transport and dep051t10n, which may require additional reductions in.
sulfur dioxide emissions beyond levels prescribed for attainment of the
ambient standard; protection of visibility in sensitive areas, which may
require additional. control of particulate matter in some areas; exposure.
to indoor air pollutants, which may be more of a health hazard than normal
outdoor exposure; and toxic air pollutants, which have been receiving
increased Federal, state and local attention in the last five years.
Assessment of the exact impact on state and local agency operations of
these problems as yet to be done but the added burden is considered to be
Enormous.

In the absence of a Federal mandate in many of these areas some state
and local governments have taken the initiative by committing their own
funds to assess and contain these problems. Air toxics is a good exanple.
EPA’s primary approach for controlling toxic air pollutants was established
under Section 112 (NESHAPs) of the 1977 Act. Subsequently, EPA acknow-—
ledged that these efforts alone were not sufficient to address these
problems, In June 1985, EPA announced its strategy for the control of both
routine and accidental releases of toxic air pollutants. The national air
toxics strategy takes a two-pronged approach to the complex and diverse air
toxics problem. The first of these is the continued development of the _
NESHAPs program; the second consists of several important activities to be -
performed at the state and local level.

i
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EPA’S goal is to establish state and local agencies’ roles in: 1) ac-
cepting delegation and enforcing NESHAPs; 2) identifying, evaluating, and
mitigating (as necessary) point sources of local concerns not addressed by
NESHAPs; 3)- addressing urban problems arising from complex multi-source,

* multi-pollutant interactions; and 4) emhancmg program capabilities to
conduct applicable activities in the first three areas-and to facilitate
implementation of other programs specific to the needs of each state or
commmity.

To achieve this goal the amount of Section 105 grant funds targeted
to air toxics activity rose from $3.0 million in 1985 and $6.3 million in
1986, to $10.5 million in 1987. About $6.5 million of the air toxics
grants are bemg focused on building state and local air toxics capabili-
ties each year. ' This enhancement activity is the principal means to
accomplish the overall goal. In general, this activity consists of setting
grant priorities that: 1) promote the develognent of state and local
programs that are responsive to both local air toxics concerns and to
national priorities; 2} provide technical. support to build necessary state
and local capabilities; and 3) monitor the evolution of air toxics programs
and measure thelr effectiveness.’

Darlng 1987, progress was made toward meeting this goal. Multi-year
development plans (MYDPs) were encouraged to develop and conduct the above-
mentioned activities related to the national strategy. These plans contain
specific performance milestones established as part of grant negotiations.
In response, EPA' has now received 70 MYDPs from 48 states and 22 local
agencies. In all, the amount of state and local program development has
more than doubled since 1983 (see Figure 17). In FY 1989, EPA will
continue to stress the implementation of previously accepted commitments,
the adoption of new MYDP milestones by state and local agencies, and the
integration of air toxics activities with ongoing particulate matter/ozone
state implementation plan activities. '

The monitoring and assessment of the magnitude of current exposures to
air toxics in metropolitan areas is primarily a state and local responsi-
bility. For 1987 and 1988, $750,000 was directed toward support of these
special analyses. Initially, 30 areas with populations over one million
people have been targeted for some level of assesasment. These efforts may
| include ambient monitoring, source/emission inventory analyses, and risk
: assessment. For example, 19 toxic air quality sampling sites in 18 urban
| areas are now collecting data as part of EPA’s Urban Toxic Air Pollutant
- Sampling Program. In addition, analyses are being performed to further
evaluate the seriousness of the urban air toxics problem in five selected
cities. A data base analysm software package is being evaluated for use
by state and local agencies for such purposes.

1




For 1986 through 1988, $400,000 of Section 105 funds were targeted
to implement certain national High Risk Point Source (HRPS) initiatives.
Initial evaluation of the initiatives program suggests that it has been
quite successful in accomplishing additional control. Approximately 70%
of the cases resulted in more control. The program has also been popular
with participating agencies. Fourteen of the 15 state and local agencies
surveyed considered the program beneficial.

[}

Figure 17
DEVELOPMENT OF AIR TOXICS PROGRAMS
AT THE STATE/LOCAL LEVEL: 19831988
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CHAPTER 3

EPA's AND S 5

sose

This chapter dlscusses the anmual budget developnent process and the-
subsequent. development' of policy guidance -for the use-of annually
appropriated Section 105 grant funds. It is within this budget and grants
development process that the demands of increased air program responsibi-
lities and costs are reconciled with 11m1ted resources and competing . .
priorities. . : :

The chapter presents a generic ’'cradle to grave’ description of the
grants process from the formulation of national program priorities to the
final financial accounting of a completed grant year. The elements dis-
cussed are: the setting of national priorities including the development
of operating and grants guidance; the allocation of grant funds to the:
Regions and.from. the Regions to its grantees; the negotiation of grantee
agreements and- the development’ of workplans; and Regional oversight and
evaluation of grantee performance. This comprehensive description is
provided in order  to fully outline the variety of factors affecting the

amual award of Section 105 grants to state and. local recipients.

A eral Description of the Process for Setting National Priorities

. To understand and appreciate the complexities of decisions affecting
the use of grants, it is first necessary to describe the EPA's plamning,
budgeting and management process of which assistance to state and local
agencies is an integral. component. It is within the budget process where
national prlorltles affecting air grant program expenditures a.re formally’
initiated. : .

The Section 105 Air Grants process is a part of (AR's and budget
development cycle. This budget/grants process encompasses actions carried,
out by various EPA offices, both within Headquarters and the Regions. For
descriptive purposes, the process can be divided into four principal
phases. These are:. :

o Fornulation of request for inclusion in the President’s budget;
o Congressional budget review and appropriation;

0 Development of operating plan and grants guidance; and

o Implementation and oversight of state and local grant agreements.

Inherent to the overall process is the continual feedback and
adjustment of the EPA’s priorities and programs.

i
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Develomment of the Budget

At EPA, budgeting for air grants, smllar to omer Agency resources,
is a cyclical activity that beglns well over two years prior to the start
of-a particular fiscal year in question and continues through the obli-
gation and expenditure. of funds. Due to the length and complexity of the
process, EPA must work concurrently on as many as. three annual cycles at
‘once——a new cycle beginning before-the- precedmg one-has been completed
{see’ Flgure 18)

In January of each year the President submits a proposed budget for
the upcoming fiscal year which begins on October 1. EPA’s portion :
represents more than a year’s work and reflects extensive consultation
within the Agency and with the OMB. EPA begins the formal budget
development process in February of the preceding year and submits a
proposed budget to OB in early Septanber.

Figure 18  THE FOUR OVERLAPPING PHASES OF THE BUDGET PROCESS

FEB oor ocr eor  eor  ocT
‘BUDGET FORMULATION — —~ |
PLAN DEVELOPMENT  -v-voeme Fr3 R
CONGRESSIONAL REVIEW--— | c——m—— -
BUDGET EXECUTION
Fr 2 :

Toovwwerosoe

Fr 1

4, Appendlx B outlines in more detail the life cycle of one grant
" year, in this case FY 1990, starting at the stage when that year’s
priorities are first formulated (late 1987) ’ through to the point when
a final accounting of the use of the funds is submitted (early 1991).
From cradle -to grave, this process may cover nearly 40 months.
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Two Regiocnal Offices are designated as the lead and the back-up
Regions to represent all of the Regions'’ input to the development and
review of CAR’s budget and grant proposals. Recently, CAR took steps to -
obtain earlier input on its national program and grant priorities from
both state and local agencies and the EPA Regional Offices. -For fiscal
year 1990 for example, several months in advance of the formal February
initiation of the budget.process, (AR held informal consultations with
STAPPA-ALAPCO.

EPA's .Spri Pl ] ti

Since 1985, senior Agency managers have held a three-day Spring
planning meeting, an 1ntegra1 part of EPA’s overall strategic planning
process, to discuss plans and priorities for the coming budget development
cycle. The exact format and direction of these meetings has varied each
year. In FY 1990 for example, each program was asked.to identify- three
to five priorities for inclusion in an Administrator’s.priority list.
Recently, additional analyses in support of the planning meeting decision,
such as the Regional Ranking of Envirommental Priorities and the Compara-
tive Analysis of Risk, have lent further credence to the high priority
attached to air quality issues relative to other envirommental concermns.

¢

External Review

After the April meeting, usually in May, the Administrator and the
'Assistant; Administrators (also known as national program managers) usually
meet with external groups,- such as STAPPA-ALAPCO and the State-EPA .
Committee, to discuss the results of the Agency sessmns and to obtain

- further state 1nput. After add1t10na1 reviews with the program offices,
~ the Administrator issues a refined Agency Priority List which provides

advance notice to Headquarters, Regional Offices and states on where
amphasis will be placed and as a focus for subsequent Agency budget
guidance, and plan activities. .

(AR Priority-— i

OAR’s own internal process for priority-setting for the Spring
planning meeting and the subsequent discussions with the Administrator,
involves numerous actors: the Assistant Administrator (AA), Deputy
Assistant Administrator, Program Office Directors, Regional Office
Division Directors, and Office of Program Management Operations (OPMD)
staff. Detailed proposals for priority activities generally originate
at the staff level of the program offices. \ _

The AA considers the elements of thé various program offices!
submissions in light of their relative priority and the likelihood of
available funds. The AA must then decide on the air and radiation
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priorities for the upcoming fiscal year, including air grants funding, and
defend this request, relative to other Agency priorities, throughout the
remainder of the EPA budget process. The interactive process of request,
passback and appeal continues throughout each level of the budget process.

B’s Role

After internal Agency budget.decisions have. been.made, the air and
radiation program budget; including-the Section 105 ‘'state and local
- assistance portion, is submitted to OMB, usually on September 1. While
EPA interaction with OMB on the Section 105 Yortion of the budget has
generally been routine, OMB may still raise issues on Section 105
assistance such as overall program effectiveness or funding alternatives.

OMB reviews the EPA budget and makes passback recommendations to the
AA and the EPA COnptroller’s Office. When MB concurs on the UAR/Section
105 request it is included in the Administration budget wh1ch the President
suhtuts to the Congress in early January.

jet Review and ropriation Congress

Congressional review of the EPA portion of the President’'s budget
begins in late January or early February. While the focus of the review
remains with the Appropriations Comittees, many additional committees and
subcommittees may be involved throughout the hudget review phase. EPA
managers are responsible for preparing back-up and briefing materials for
Congress, briefing Congressional staff, and testifying at committee and
subcomnittee hea.rmgs. Representatives of state and local air pollution
control agencies may also testify at these hearings on the air grant
request, as well as other parts of EPA’s budget. -Oversight hearings
usually occur in March or Aprll

Normally when subcommittee and committee reviews are completed, an
appropriations bill is approved by the House Appropriations Committee in
May and sent to the House floor for approval, and then to the Senate in
June. Since air pollution control involves politically sensitive areas,
occasionally Section 105 matters are taken to the House floor .8

5. ‘These Comnittees or Subcommittees include: Senate Appropriations
Committee; Senate Committee on Envirorment and Public Works; House
Appropriations Committee/Subcommittee on HUD and Independent Agencies;
and House Enerqgy and Commerce Committee/Subcommittee on Health and
Enviromment and Subcommittee on Oversight and Investigation.

6. For example, the possibility of CAA sanctions for areas that could not
meet the 1982 attaimment deadline led to additional House pI‘thblthﬂS
on EPA appropriations in June of 1983.

¥}
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By September, a joint 'budget-.resolution should have been passed,

‘followed by a HUD/Independent Agencies' Appropriations bill which would

then be sent to the White House for the President's signature. The EPA
Comptroller then receives a warrant from the Treasury Department and
approved -apportionments . from OMB.. The-Comptroller. then releases-Advices
of Allowance to GAR and the Regions. The Regions can-then award Sect1on
105 funds to those grantees with approved grant agreements

For the past several years however, Congress and the Presment have -
not been able to reconcile their budgetary differences prior to the
beginning of the new fiscal year. In these cases, the Agency faces the
cessation of its operations. Under a contimuing resolution, the President
authorizes interim authority for the Agency to incur a designated percent-
age of obligations and to release a limited amount of assistance fum_is.7
In these situations the EPA Regional Offices, depending upon their
recipients’ needs and sound management practlces determine how to award
this constrained level of assistance. .

(=31 ofth ing Pl r ts Gui

As EPA beglns one Federal flscal year in October, it concurrently
initiates a planning process for the following fiscal year. One of the
major elements of this process is the development of the Agency’s annual
operating guidance. The.operating guidance builds upon the results of the
Agency's annual Spring planning session. It reflects (OAR’S priority _
activities and serves as the. principal guide for the negotiation of. graitee
work programs and the allocation of grants.

The air and radiation portion of the operating guldance is assembled
by OPMD, in consultation with the program offices and with input from the
Regional Offices and representatives from state and local agencies. OFMD
initiates the operating guidance process by distributing a draft gquidance
package in mid-Octcber to the program, Regional Offices, and to STAPPA/
ALAPCO. Contained in this package are the Deputy Administrator’s call
letter, the priority activities list, an overall operating and grants
guidance developnent schedule, and a draft outlme of the operatmg
guidance.

7. For example, in FY 1986 the Agency was authorized by the President to -
continue operations for 45 days into the fiscal year at 12.5%, or 1/8
of the Agency'’s FY-1985 resource levels. _
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Between November and February OPMD distributes draft operating
quidance and a list of grants priorities to the OAR program offices,
Regional Offices and STAPPA-AIAPCO. Following these consultations, by
March 1, the Deputy Administrator conducts a final review of the.operating
guidance prior to its release.and distribution. By mid-March a final draft
of the grants .gquidance and Regional allocation is distributed for- review by
the Regional Offices and.STAPPA-ALAPCO, with comments due by April, - The.
final detailed grants guidance and regional allocation- is*generally
released by early April. All supplementary program gmdance from the

program offices to the grant' recipients must be given to the Regions by the:

.flrst week of April.

While this schedule has generally been adhered to over the last
several years, the potential for disruption and delay is ever present. For
example, cutbacks in funding due to the GrammRudman-Hollings budget defi-
cit initiative delayed the release of the final FY 1987 grants guidance ‘and
allocation for four months. Because the operating and grants guidance are
necessarily prepared six months before the Agency. receives the approval of
its appropriation from Congress, any changes Congress may make in the
budget, particularly decreases or redistributions, can be problematic for.
the Programs, Regions and grantees. The timeliness of the issuance of
program. guidance is also a concern. In the past, guidance on air toxics
and continuous emission monitoring have been released well after the
issuance of the-allocation memorandum. Late-guidance complicates
Regional-State relations and may necessitate the renegotlatlon of grant
agreements.

vision of Regio Guidance to Grant Recipients

As Regions receive the draft and final versions of the operating
and grants. guidance they forward this information to their state and local
agencies. Regional Offices also begin their internal process for drafting
their own Regional guidance and determining grantee allotments. This
generally begins around January or February each year.

Headquarters and the Regional Offices have found that the guidance is
most effective if all of the appropriate air elements {(e.g., enforcement,
monitoring, toxics, etc.) are involved in its formulation and review. For
example, OAR has recently taken steps for FY 1989 to more effectively
integrate the Compliance Program s own guidance and expectatlons into the
formal guidance process.

The Regions normaliy‘ involve all of their appropriate air elements in
the formulation of Regional gquidance as well as the review of grantee
workplans and assessments of grantee performance. Some Regions do this
informally while others utilize formal division-level review groups.
Usually the Air Management Division compiles the various offices' input and
integrates it into the Regional guidance.

L]
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‘Regional guidance and consultation with grantees may take one of
several forms. Many Regional Offices have found it advantageous to hold
early Spring meetings (April or May) with their state air and/or environ-
mental agency directors to discuss the operating and grants guidance, '
grant priorities, plamning targets and allocation rationale. States have
appreciated this greater degree of opermess.8 :

Many Regional Offices now also prepare a formal Regional guidance
document or narrative statement of priorities. The Regional guidance o,
typically includes: an interpretation and:elaboration of the national
operating guidance as it applies to individual states: w1th1n the Region;

- applicable Strategic Plamning and Management System (SPMS) commuitments:;

additional grantee-specific guidance outllmng Reglonal priorities; current
or prior year activities which must be com— pleted; other' problems, issues,

or matters the grantee should consider or address during the preparation of
the workplan; and any special needs or areas e11glble for dlscrert:lonary

support.
rant Principles and Polic onsiderations

The Performance-Based Assistance Policy (FBAP), omtly developed by
EPA and a comittee of state environmental dlrectors *was issued on May 31,
1985 in order to provide greater uniformity to the process of developing - -
and managing Agency assistance agreements. The PBAP outlined mutual .-
expectations and responsibilities’ for the negotiation, assessment and
reward of grantee performance. The PBAP directed that the national
priorities identified in the Agency'’s anmual guidance be aggressively
negotiated and quantifiably addressed in each grantee’s work program and
that overall grantee performance be tracked to ensure thelr accompllshment

To effectuate this requlrement (AR targeted spec1f1c grant funds as
high priority activities in FY 1986. Since additional funding was not
forthcoming, a redistribution of a finite level of grant funds and a .
selective disinvestment of certain established activities became necessary.
State and -local agencies proposed to the AA that funding for high.priority
activities and the increasing costs of core program operations be balanced
against the potential savings of campleted activities and disinvestments.

8. The need for openness in the grants process was reiterated by a .
March 26, 1987 meworandhum .from the Director of. OPMD to the Regional
Air Division Directors. See also STAPPA-ALAPCO memo to J. Craig
Potter, January 22, 1988.

9. The SPMS is an internal EPA management accountability and performance
system utilized by Headquarters and Regional Offices to set goals, ’
objectives, commitments and measure progress obtained in EFA
operations. It is directly influenced by the operating and grants
quidance requirements and as such is also of significance to grantees.




The AA responded by developing a set of principles for the allocation
. and use of Section -105 gram: funds. These included:

- A contmuatlon of EPA support for activities that constitute
the foundation or infrastructure of the air program (e.qg.,
inspections, enforcement, monitoring, etc.);

- The:retention of EPA flexibility to adjust.grants to, address high
priority-activities, within certain limitations; and -

. = The acceleration of .the process of priority-setting and

allocation of grants with greater and more tlmely involvement
of the Regional Offices and state/locals pr1or to the signing
of the appropriation bills into law.

It was further agreed that approximately 8% of the national

. allocation could be targeted to annual priority activities and this would
be subject to a maximum 3% reduction per Reglon due to any redistributions
occurring. .

While air and radiation responsibilities have continued to rise,
funding levels. have remained the same or decreased each year. This has
‘severely tested the feasibility of strictly adhering to these allocation
principles. The. process and criteria for the allocation of grant funds
has become the subject of heightened controversy and debate. This has
also caused GAR, STAPPA-ALAPCO, and participating state and local agencies.
to initiate a study of the costs of operating state and local air agency
programs referred to in.the previous chapter. The study is intended to:
better define how much is being spent on what activities, understand more
quantitatively the resource impact of new programs, and assist in the
identification of further disinvestment opportunities.

The Allocation of Funds to the Regions

The .flexibility provided by the Act in allocating Section 105 grant
funds has allowed EPA to consider more equitable and effective methods for
meeting the various and changing mandates of the Act and the Agency’'s air
management. priorities. Historically, the national air program has been one
of rapidly changing requirements and priorities with various approaches to
allocation having been considered. Over the last 15 years allocation
schemes have attempted to maintain a balance between: (a) providing an
adequate financial infrastructure for state and local air control agencies;
and (b) supporting important new EPA program initiatives,

Most EPA media programs apply a well defined, rather simple mathe-
matical formula to allocate and distribute appropriated funds to the
Regions and individual states. O0AR employs a somewhat different approach
due to the dynamic nature and history of the program. The CAA stipulated

L
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that no state may receive more than 10% of the appropriation and that a
a minimum allocation of one-half of cne percent of the appropriation should
: be made available to each state. The Act recommended three factors
o {(population, actual and potential air pollution problems, and financial
need) be considered in-establishing regulations.to award funds to
grantees.. The Act did not define or suggest relative weights.

. F1gure 19 concisely -sunmarizes the variety-of factors that have- _
influenced Section 105.allocation decisions within Headquarters since 1971.
"The table lists the allocation year or years, the annual amount allocated,
the allocation scheme or rationale used, the policy factors affectmg the
allocatlon scheme, and the priority fundmg areas.

Regicnal J_XEprogg_l les to &lxatlg_ll QI_ antees -

"After receipt of the Headgquarter's armual grant allocation to the
Regional Offices, each Region provides its grantees with an indication of
their anticipated plamning-targets for the coming fiscal year. The.
plamning target represents the amount of. financial assistance which the.
Region recommends the state consider in developmg its application and work

- program.

With the advent of the. PEAP -and subsequent guidance from CAR,10 the
allocation and negotiation process has tended to be more open with Regions
fully explaining their approach for determining any proposed funding levels
to their grantees.

While Headquarters allows the Regions to have full latitude in making

their agency-by-agency funding determinations, the national allocation
scheme and the individual program offices’ goals largely influence the
allocation rationale employed by the Regions. However; Regions still

- adjust the areas of emphasis for their grantees based upon the appli-.
cability of each high priority activity, any Regional environmental
exigencies, grantee prior performance, etc. The Regions may also find it
necessary to periodically revise their allocation rationales.

Generally, all Regions follow an approach of distinguishing base and
high priority funding categories and dollars for their grantees. Only one
Region does not differentiate its funds this way, preferring instead to
have its grantees address high priority work as part of their ongoing base
grant award. While the Regions place most of their emphasis on high

10, See "Unilateral EPA Decisions on Use of Air Grant Monies," J. Potter
to RAs, Nov. 3, 1986; and "Open Process on Regional Distribution and
Use of Air Grant Funds," W.R. Cunningham to Regional DDs, March 26,
1987.




1971.1973

1974

1975-77" -

1970-78
1580

V 651
1982

1983

1934

1985°

1988

1887

1888

Amount
ReC.xaar
$HMw
508 M

$51 M

$82B8M

$877M

$87.7M

$84TM

$87.7M

$907 M

$95.7 M

$95M

3933 M

Allocation Scheme -

Historic tunding lovels- and.
policy: factors.

Grant negotiation results based

upon: .

1) state population

2) number of manufacturing companies

3) number of motor vehicles ‘

4) capital expenditures for
manufacturing equipment

8) number of priority | regions

8) number of PSD areas

7) number of M areas

20% same as FY'74 with 10%
distributed on the number

of metropolitan areas. required

to develop maintenance programs -

Zero based budgeting (ZBB) usad for 20%
of funds; increase over existing base for
ail grantees with additional 10 % to
complex nonatainmert probiems

Allocation Increass based on nationat
priorities and tasks

Same as above with specific
factars for distribution of
annual ailocation

1981 levels maintained

Regions_distributed 97% of
FY-1982 ‘levels in. same
proportion to absord a

$ 3 M raduction

Aliscations retum to FY -82 fevals,

- Allocation foliows FY 82 lavels

with § 3 M addition devoted
to state acid rain programs.

Reinstated practice of I[dentifying
specific priorities employing
individuallzed allocation ratlanale

$ 7.26 M targeted and radistributed
for new and changing priorities

2% generat grant reduction dus ta Gramm-
RAudman; done propartionally to effect
siate/iocal gramees equally

Resource needs projected for:
1970/71 SIPs and by state population
and number of sources.

Same as sbove plus
Implementation of SIP
activitles.

Glven Increased funding base level Increases are
allocated proportionately while high priority
activities are distributatively according to -
specific factors -

Surfvey to establish relative needs in base activities;
Increases ailocated according to review of national
priorities and development and use of specific
aliocation rationale and quantative factors

increass in furds allocated to national priorities
using specific regional quantitative lactors

For purchase of NAMS/SLAMS menitaring equipment,
population of urban non-attainment areas used:
proportional distribution of $4.9 M for PSD

and ambient monhoring tacilties

Beginning of siatus quo § 105 funding leveis

One-time Congrassional action to fimit
perceived forward funding capabtiity within
§105 pregram; Propoetional distriibution

of cuts

anfnnat allocations trozen

Inter-regional ailocations used,
additional awards reserved for
stated high priarity activity

EPA Periormance-Based Grants
Policy issued, resume regionai reprogramming
and- reallocation practice- lor high priority activities

Gramm-Rudman required 4.3 % budgat reduction
10 de applied equally across all Regions ’

After consutation with STAPPAALAPCO
agreemant wae reached to [imit redistridutions
to 8% of appropriations for this and luture years

Decrease due to regional redistribution limited
to 5% maximum for any one ragion

Critaria for cuts Inciuded: .
- consyiation with STAPPAJALAPCO
- Wmit environmental impacts
« minimize effacts on regional
gramt allocations made -
- minimize effects on state/local
core activities.
+ no additional (nterregianal redistriutions

Source: “Air Grant Allocations”; August 17, 1987; Dralt Paper by Greg Glahn; CAQPS.

Eriofity Areas

Emigsion inventories
and SiP development

SiP Implementation

Maintenance .pragrams,
SIP replanning

CAAA 1977 responsibilities
Pb S1P developmert, NE
corridor data collection,
Region 8 Indian Tribes, /M

$ 11 M for nationai priorities

including 1982 ozones/CQO SIPs
and VM

$ 12 M for czone SIPs, -
anti-tampering & misfuseling

1982 SIP slements

Follow up*work on post-1982°
ozone/CO policy -

Post-1982 SiP efforts’

State acid rain program
development

$t12M(Snew+ 7 .
reprogramimed) for priorities
of air toxics, ashestos d/r,

stack height SIPs, PMt0 monitor

purchase, anti-tampering; aise
do Class B VOC inventary '

$ 7.5 M for air toxics
and ozone strategies

Qzone. CO, PM10, SQ2
air toxics
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priority activity, base funds are still very mich subject to negotiation.
Grantees have indicated that 1dent1fy1ng a base funding level allows them
to plan arnd staff their programs with a greater degree of con.fldence and
consistency. L _ .

Each Reglonal Office differs in how it detennmes its allocatlon of
grant funds’ to its individual recupze.nts. Discussion of several different
approaches follows.

ple 1

Upon its receipt of the annual grant priorities and allocation memo

. from the Assistant Administrator, this Region takes its total Regional

allocation and deducts that portion or percentage to be attributed for

.special parposes and any agreed-upon national level-of-effort contracts

including any support for STAPPA-ALAPCO. The remaining balance is the -
amount available for distribution to the grantees for base and-high
priority activities. No other fundlng is to be held in reserve for
competition among grantees.

The Region then takes each grantee’s traditional percentage of the
Region’s total available funding (which has been developed over time using
the historical allocation criteria), and multiplies this times the balance
to allocate funds per grantee for t.helr base and existing priority
ac:t1v1t1es. -

The Region then examines the annual allocation memo content and
determines if each of the redistributive high priorities indicated will
take place within the Region during that fiscal year. The Regional Office
eliminates from high priority consideration any activities that will not be
conducted by any of the Region's states. For those activities to be
conducted, the Regional Office differentiates. whether this activity ocours
as either a base or a redistributed high priority activity. This step is
necessary since it is possible that an EPA high priority activity maybe
already being carried out as part of a grantee’s base program.

After determining its applicable high priority activities, the
Regional Office distributes the high priority funding amount allocated to
it by the AA’s annual allocation-memo. Since it is normally the case that
there is not enough high. priority funds available to perform all high
priority activities at their optimum level some of these activities must be

‘reduced, eliminated, or further disinvestments must be extracted from base

activities'. The Region distributes the funds within each high priority
category by grantee, according to a variety of factors including: the
population affected, number of sources. agency need and capability, overall
equity, and other appropriate considerations. The Region provides an
explanation of its allocation approach during early meetings with State
Directors and staff prior to the initiation of the fonnal grant
negotiations. :
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_Eb@ple 2

Another Region allocates 1ts portion of the grant funds on the basis
of a combination of traditional and pure performance-based approaches.
Once the Region receives its Regional allocation from Headquarters, several
adjustments are made. These include: an apportiomment of -funds for Indian
Tribes, a set aside to cover the costs of anticipated- federal promalgation
activity; and funds for national-level contract assistance activity agreed -
upon by all the Region’s grantees {(e. g , support for STAPPA-ALAPCO and the
purchase of equlpnent f 11ters)

The Region makes several more adjustments to effectuate the

performance aspects of its allocation approach and to allocate the funds
. for national high priority activities designated by Headquarters. It
apportions 10% of the total Regiocnal allocation for redistribution among
grantees based on state workload needs in designated major program areas
where increased demands or inadequacies are apparent. A maximum percentage
limitation is placed on the amount of furids that may be reduced from any
of the states! total allocations, however.

The Region also apportions another 5% of the Regional total for
allocation to grantees on a performance-criteria basis for several priority
areas. Performance funds are targeted to grantees.on the basis of their
"~ historical funding percentages. Grantees must then meet a series.of
dqualitative and quantitative measures of performance with the degree of
achievement tied to the award of a particular percentage of the grantee’s
targeted funds. Any undistributed portion of the perfomance allocation
is returned to the Region for redlstrlbutlon

The Region also places a limitation on the percentage of funds that
may be carried over. Previous year’s funds in excess of this limitation
are pooled and then redistributed to all the grantees on a proportlonal
basis for the following fiscal year.

Example 3

This Region must accommodate dgrantees with fiscal and grant periods
which vary from that of EPA. To do so, the Region has a two-stage
allocation. The first stage is in July to coincide with the start of the
state fiscal year and generally covers base program activities. The second
is in November or December and addresses national high priority activities
and any other necessary adjustments. This staged allocation is necessary
because the development of grantee workplans and applications occurs prior ..
to the finalization of EPA's Operating Guidance in March. Regional
guidance to the states in this instance is sent in January rather than
- April.

AL
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The Region considers any recommended allocation targets and the

. anmual allocation amount released by Headquarters in its April guidance

memorancum. The Region apportions 95% of the total Regional allocation
for base act1v1t1es among its grantees on a hlstorlcal ba51s. o

When new fiscal year funds are received in November or December t_he
Region initiates its second phase allocation, awarding the remaining 5% of
the funds (or the percentage equal to the high priority amount- identified
in the- Headquarters annual allocation memo) along with any carry over, to
the grantees to address the new national high priority perfonnance
activities.

Proposals received from states are viewed and approved based upon
conformance with the performance—baSed allocations. - Proposals which
address legitimate- emergenc:.es and shortfalls are also. reviewed and acted
upon at this time. The Region's grantees play a unique role in this aspect
of the allocation process. A committee of representatives from the
Region’s four state agencies and two major local agencies reviews each of
the grantee proposals for use of -the high priority funds. The committee
ranks those projects according to their relative merit and benefit to the
region. While the Region retains and occasionally exercises its veto
power, the cozrmlttee’s selectlons galerally c01nc1de with natlonal

priorities.

Other Considerations g;.n the Allocation of Funds to Grantees

In addressing base program and national -priority objectives during the
allocation of grant funds there are several additional factors each Region
must consider: statutory limitations on assistance award amounts and
percentages, special grantees, and special assistance and ‘contract support.
These are discussed below. -

(a) Maximum and Minimim Anpumé Allowed for grggtee

Section 105(c) states that not more than 10% n‘or less than one-half
of 1% of the total annual national Section 105 allocation shall be granted
for air pollution control programs in any one state. While this obviously .
puts a cap on the total amount of assistance the more populated and )
problem-plagued states can receive the primary concern of this provision is
that EPA must make available to the smaller grantees at least one-half of
1% of the total national allocation.

While this 1/2 of 1% is a minimum allotment it is not an automatic -.
entitlement. 1In order to qualify for this level of funding the state must:
(1) submit- an approvable grant workplan indicating that all of the funds
applied for will be utilized for legitimate Section 105 purposes by the
grantee; and (2) meet the requirements for the non-Federal percentage
contribution contained in 105(a) and maintenance of effort in 105(b).
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whether a state is a one-half of 1% recipient camnot be determined until
its assistance agreement. and award amount are approved. If a state has an
agreement approved for the receipt of less than one-half of 1% then the
balance of the one-half of 1% allotment can be redistributed by the Region
to the other grantees or for other appropriate purposes. When funding is
limited and a grantee, which formerly had not utilized its full one-half .of
1% allotment, applies for and receives-therfull amount’, thlS‘haS the~affect
of reducing the 105 allocations of the other grantees.

(b) Indian Tribes

Several Regions also award grant support to Indian Tribal governments
to carry out air pollutlon control efforts on their tribal lands. Re-
cently the mmber of Tribal requests for assistance have been increasing.
Locations of one-half of 1% grantees and Tribal recipients are shown in
Flgure 20. Indian tribal Section 105 grants have generally focused on

training, monitoring support and other preliminary air program development
activities.

F!'gun 20 ’
LOCAT!ON OF 1/ 2- OF 1 % STATES & INDIAN TRIBES

FY 1987
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In November 1984 EPA issued a policy for administering environmental
programs on Tribal lands. The principal tenet of the policy is the .
recognition of Indian self-govermment and the establishment of an EPA -
Tribal govermments relationship. EPA's Office of Federal Activities
coordinates the Agency’s Indian Policy for all of the media programs,
including CAR.

Prior to the issuance of EPA’S Indian Policy, all Section 105 support
was provided for training to assist various Tribal govermments in air
' quallty monitoring. and enforcement. Since 1985, 11 tribal air pollution
agencies have demoristrated adequate authority to develop air quality .
‘programs and have been awarded air program grants. In FY 1988 the total
amount of Section 105 Indian funding, awarded for both training and air
program development, was $731,000.

Since Federal law or Tribal laws 'control Indian reservations, state
law is generally inapplicable to Indians on Indian reservations.
. Accordingly, SIPs are not enforceable against Indians on Indian lands.
Nevertheless, states are free to work out cooperative agreaments with
tribes. The State of Montana, for example, has conducted extensive air
program evaluation and has provided technical support to Indian tribes.

(c). Special As sistance

Grant recipients may also use a portion of their allocated grant funds
for special assistance.activity provided by EFPA in the form of interagency
agreements, university, and other training grants and level of effort (LOE)
contractual assistance. This has been particularly helpful for recipients
faced with unfamiliar air pollution problems without the appropriate staff
expertise, and insufficient.time or resources to carry out the needed work.

From 1979 through 1987, nearly $50 million, or. about 5% of that
period’s total allocation, had been obligated through the sgpecial
contractor support mechanism. Support levels were greatest in the years
immediately after passage of the CAAA of 1977. Recent levels have been
lower and can fluctuate depending upon the certainty of the priorities to
be carried out (see Figure 21). - . :

, Tne mechanism for this assistance is through national LOE contracts
maintained by CAQPS and administered through FPA certified project
officers in the Regions and Headquarter’'s program offices. National LOE
contractors offer ready accessibility and state of the art expertise. -

During grantee negotiations the Regional Offices will consult with
their grantees on the nature and degree of contract assistance required.
EPA and the recipient may agree on the work, the recipient may request it
or EPA may unilaterally identify the need for contractual assistance to do
the work.
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Figure 21 .
SF’EC}AL 105 ASSISTANCE (LOE) TO GRANTEES
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Funding of an LOE contract item is done thréugh direct transfer of a
portion of the recipient’s Section 105 grant to EPA-or through a special
Section 105 set aside account maintained by the Regional Office. A
recipient may select a contractor’s support through the Regional Office by
submitting a request for services in the form of a task order. After
detailing the number of hours of assistance required or the scope of
services, the LOE request can be processed in a short time span.
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In the past, EPA has also unilaterally targeted a portion of the

. overall Section 105 allocation for use in support of national LOE con-
tracts intended to benefit all grant recipients. These included:  group
rate purchase of sampler filter paper, support to the STAPPA-ALAPCO
Secretarlat, codification of SIPs, emissions and compliance data handling,
acid rain sampling, special toxics monitoring, and special ozone studies.
In many cases, state and local agencies were able to achieve significant
economies of scale on equipment purchases made under national LOE
contracts.

However, as grant ftmds.have grown more scarce, state and local
agencies have questioned this EPA practice.” Currently these funds are no
longer unilaterally held back by Regional Offices. As part of its grant

agreement each recipient must now identify its contractual projects and the

amount of grant funds to go to the national LOE effort. Grantees may also
request transfers of funds during the grant period, of course. Appendix C
sunmarizes how each Region handles its LOE assistance with its grantees
and a typical schedule for the targeting of such activities.

Ll
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Grant Negotiations

Negotiated Section 105 assistance agreements must address national
envirormental goals while promoting and sustaining effective state and.
local programs. Since there will always be disagreament on the-best way to
achieve this, grant negotiations will remain one of the more controversial
aspects of the Section 105 grant management process.

As we noted earlier, the PBAP, effective in FY 1986, was jointly -
developed by EPA and the States to provide a more. consistent Agency-wide
approach to administering assistance agreements, including their
negotiation, oversight and resolution. The policy retains considerable
flexibility for Regions to tailor assistance agreements unique to each.’
grantee. : ..

Just as each Region’s envirommental concerns, Region-specific
guidance, and allocation schemes vary, so do their approaches to grant
negotiation. The variations have grown less distinct over the last ‘several
years, particularly in the areas of negotiation schedules, sharing infor-
mation with grantees, and required work program elements. This .section
discusses these aspects of the negotiation process as well as: work
program format, assistance limitations, State-EPA Agreements (SEAs) and :
consolidated grants varying grantee budget penods and treatment of local
pass—through agencies. .

Sch les

With the exception of those situations where grantees are on different .
award years and those Regions utilizing the SEA process, the schedule for
negotiation, submission and approval of assistance agreements and grant
workplans is relatively uniform. Regions forward final operating guidance
in March and Regional guidance and grantee planning targets in April or ..
May. Early May meetings occur to dlscuss the upcoming requirements with -
detailed negotiations begimning in June. Consultation occurs throughout
the period of July and August when grantees sutmit draft workplans. The
Regions generally approve workplans in August or September.

Negotiations Approach

Wwhile negotiation schedules may be relatively uniform, negotiation
styles vary according to a variety of factors. These include: historical
Federal-state relationships, ‘variance in Federal and state priorities,
management personalities, staff capabilities, past grantee performance, and
perceived EPA funding leverage vis-a-vis the grantee’s contribution. These
factors tend to: (a) influence the degree of prescription each Region
feels is necessary in negotiating with its grantees, and (b) moderate the
influence that guidance developed at the national level will have on
negotiations.
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Since the advent of the PBAP, the majority of Regional Offices are
seen as being more accessible in work plan negotiation. Nevertheless,
while the more timely receipt of operating and grants guidance and a
greater precision in expectations, commitments and outputs may facilitate
grantee trackmg and evaluation, this cannot eliminate ail potential
disagreement in the-negotiation process.

»

After. FPA’ and grantee senior managenent discuss the annual guidance
and priorities, agreeing on specific program objectives, their staffs
proceed in drafting the details of the grant work plan. Some Regional
Offices use their Regional guidance to fashion either a generic work )
program, a narrative or a priority list comimon to all grantees, and then
add sections specific to each grantee’s situation. This product is then
transmitted to the grantee via hard copy or on a computer disk. The
grantee can then review and modify this product according to its priorities
and concerns and return it to the Regional Office. .

Grant Work Prog rams-

Section 35.130 of the October 12, 1982 State and Local Assistance

- Regulations states that the work program or work plan, as part of the
application for financial assistance, is the basis for the management and
evaluation of performance under the assistance award. The work program
should focus.on what products are to be accomplished and not simply on how
the grantees’ air program operates.

. The work program must specify: the work years and amount and source
of funding estimated to be needed for each program element (including
state match and level of effort); outputs committed to under each program
element, including any outputs required under an authorization or dele-
gation agreement; a schedule for accomplishment of the outputs; and an
identification of the agency responsible for each of the elements and
outpats. Cutputs should be measurable commitments, reflective to the .
extent possible of real envirormental results, and expressed in terms
compatible with EPA information systems. Work programs should also -
.reflect.a grantee'’s past performance. ’

While all grantees meet the minimm work program content requirements,
there is a wide variance in work program formats and their level of detail -
both within and among all the Regions. Some Regions provide their grantees
with relatively standardized formats to fill out each year, reserving some
portion for grantee specific information.. Other Regions are content with :
different grantee formats as long as the necessary information is included -
and the requirements are met. Many grantees use their work program formats
as internal management documents in an approach conmstent with their-
overall state operating procedures. - .
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, Pursuant to changes brought about by the October 12, 1982 regulations,
3 and with the effectuation of the FPBAP, grantees were also requested to.
describe in their work program the full range of a1r act1v1t1es they carry
out aside from those funded with Section 105 funds.

&;fomancg gondlglgm

. Durmg the negotlatlon process the Region may 1dent1fy cert:a.m
circumstances, which require that some limitation be placed upon the '
grantee’s receipt .0f a portion of its total allotment. These circumstances
may include: fulfillment of previous unmet commitments, likelihood of
refusal of a required activity, fulfillment of predetermined performance
criteria,; prolonged past poor perforimance, or inability to . assiume respon-’
sibility for a required activity. In these cases, the Region will first
attempt to negotiate a resolution of the performance issue. If a resolu—
tion cannot be reached, the Regional Office informs the grantee of the -
nature of the 1imitation. Approaches to grant limitations may include the
following techniques: ) '

"

(a) set aside -~ withholding that portion of the Section 105
allocation for use by EPA or-a LOE contractor for an activity
that is requlred by litigation or statute that the grantee
refuses ‘or' is unable to do, and for which EPA is likely to
have liability to pronulgate" ‘

(b) scheduled disbursement ~ scheduling the release of funds targeted
to a requlred activity but.only after the grantee acconpllshes

, certain objectives or conditions;

(c) performance award - allocation after damnstrated performance
accordmg to predetermined criteria where the quantitative award
level is tied directly to quantitative or qualltatlve measures of
performance;

(d) grant conditions - usually, formal gram: condltlons are used to
" highlight the necessity of meeting general administrative or
fiscal requirements associated with the receipt of federal
assistance.

itu tivit]

, Pursuant to the PBAP, if a grantee declines to commit to a high
L priority activity in deference to another area or activity -which it
determines will produce greater env1ronmenta1 benefits, then this activity
may be approprlately substituted with Regional concurrence. The appro—
. ) priate mix of national, state or local priorities will vary from work
program to work program according to the unique features of each-grantee’s -
air program. Regions exercise their judgement in negotiating what combi-
‘nation of -activities will provide the greatest envirormental benefit with
those resources available after addressing EPA’s national priorities.
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Some Regions and their grantees manage their envirommental programs
according to a SFA approach, which stresses a formal consolidation of’
assistance activity across all envirormental media programs. Under the
SEA - approach, Section 105 is but one of as many as eight assistance
programs whose processes must be coordinated to produce a timely, inte-
grated assistance work program. For those few Regions where the air
grants process is subordinate. to the SEA, delays  in one media program’s

"negotiation potentially may delay the award of funds for the others.
Therefore, under the: SEA approach, each program has an added degree of
pressure to resolve its negotiations. ; Additionally, persormel from offices
other than Air can directly influence air negotiations. ‘ .

o

Varyi St al Periods

The State and Local Assistance regulations (40 CFR 35.135) allow a
grantee to choose their budget period in consultation with and subject to
the approval of the Regional Administrator. Of the 50 states, the
District of Columbia.and two territories, only four states operate on the.
same grant year and hudget year schedule as EPA. Forty-one states and
territories operate on a different fiscal year than EPA but operate their’
Section 105 grant program on the basis of EFA’s October through September
schedule. Eight states have different fiscal years and grant periods (July

through June) necessitating that the Region accommodate their schedule (see
Figure 22).

This means that the issuance of operating and Regional grant

Figure 22 '
N IN STATE AND FEDERAL GRANT AND FISCAL YEARS
Fr 1986
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‘ guidance to states and locals,.the negotiation and review of individual

* grantee work plans, and the tracking and documentation of grantee
performance must be accommodated at different times for different grantees
during the course of the Federal fiscal year.

Pass-Through of Grant

. The enactment of the 1970 amendments to the CAA- establlshed the najor
: ~ framework for the SIP process. States were given the primary responsi-
| b111ty for the implementation of most of the regulatory requlrenents of the
Act. Since that time, the states have incréasingly played the major role
in both plamning and carrying out the majority of air pollutlon control .
activities, including the principal recipient role in the air grants
process. - State responsibilities were reemphasized and expanded in the 1977
amendments of the Act. In most Regions, EPA involvement with grantees in
implementing the Act and managing the grants process cemters on the state
air agerncy as the primary responsible entity. However, local agencies
still play a significant and important role, as evidenced by the 1977-Act
amendments and with the emergence of many of the newer envirommental
problems which are particularly evident at the commmity scale.

No 51gnificant increase in the number of air quality agencies has.
‘occurred in.the past decade and none are ant1c1pated., One possible
exception is the expected increase in the number of .Indian Tribal

- govermments receiving air grant support. Other limited exceptlons nay
include the increased involvement of certain ‘local agencies in imple-
menting nwmdatory automobile inspection/maintenance programs and the
support of local agencies in certain areas where a state is not willing,
capable, or best suited to carry out a major regulatory program.

Numerous states and several Regions have developed and are amploying
mechanisms for the pass-through of air grant funds from the state to the
local agencies in lieu of a direct EPA grant. This has been done to
increase coordination within a state and improve the efficiency of the
entire grants. process. Currently, approximately 72 local agencies and
Indian Tribes receive direct grant fundmg from EPA under Section 105.
Additionally, nearly 50 other agencies receive pass-through funding.
Regardless of the funding mechanisms employed by a Region for support of
local agencies (direct or indirect), it is critical to the effective use
of limited grant funds that the responsibilities of the Region, the state,
and the local agencies be clearly defined and documented in the grant work
plans and/or the state/local agreements requlred by the air grant .
regulatlons , .

)

T3
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Program Evaluation and Performance Resolution
Regional Approaches to Grant Fvaluation

Requirements and guidance for the evaluation of recipient program - o F
performance are contained in the Agency's Regulations on State and Local
Assistance (40 CFR".35.150), the EPA Policy on Oversight of Delegated
Programs (April 4,1984), and the National Air Aludit System guidance.

Pursuant to these requirements, each Regional Office, in consultation
with the grant applicants, has developed a process for evaluating the .
recipients’ performance. The Region includes a plan and schedule for the
evaluation of performance in the assistance agreement. The plan outlines
the scope of the review and the areas to be focused upon by the Regional
Office. The plan should identify at least one on-site review per year,
detailed performance measures (specific measurable outputs of acceptable
quality) due at particular milestones, and grantee reporting requirements
to EPA, ) '

The Regional Office evaluates recipient performance and progress:
towards completion of the outputs contained in the. approved. workplan
according to the sthedule in the assistance agreement. The Regional Office.
may also examine otlier aspects of a grantee's program: (procedures; pro— -
cesses, policies) to identify problems and their solutions. The Region
provides the findings of its evaluations to the recipient and includes them
in an official assistance file. If the evaluation reveals that the
recipient is not achieving one or more of the provisions of the assistance
agreement, the Region first atteampts to resolve the situation through
negotiation. If agreement is not reached, the Region may pursue additional
corrective action and may impose any of the sanctions in 40 CFR Part 30
and, for grants awarded on or after October 1, 1988, 40 CFR Part 31.

Tracking Prg_cgesg

Each Region'’s evaluation process varies but common to most all
Regional Office is: (a) the tracking of a recipient’s programmatic
progress on a quarterly basis, and (b) a formal evaluation of performance
conducted during a mid-year or end-of-year review on-site with the grantee
"{see Figure 23). , _ ' .

Regions and grantees usually use the work plan section containing the
. comitments, outputs and milestones as the basis for quarterly tracking.
Regional Offices tend to focus their attention primarily on high priority
items and areas where grantee performance has been lagging. Grantees
submit quarterly progress reports which are then reviewed against the
workplan comnitments and the Region’s working knowledge of the grantee's
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progress. Many Regions send ’tickler’letters and status reports reminding
grantees of upcoming outputs due or commitments missed.  The PBAP indicates
that states (also meaning all similar interstate and local grantees).are
responsible for notifying EPA in a timely mamner of problems they '

* experience in trying to accomplish their outputs. Similarly, EPA is
responsible for promptly notifying grantees of their inabi lity to supply
any promised: support.

L]

. In addltlon to tracking grantee performance quarterly, the majority of.
Regions conduct formal mid-year or end-of-year on-site evaluations with
their grantees. This evaluation is agreed-upon as part of .the assistance
.agreement and grantees are usually prepared in advance for this review.

The evaluation is usually preceded by an internal EPA staff review to brief
the evaluation team and involves the Air Division Director, Branch Chiefs,
EPA state project officer, grant coordinator and representative staff from
other air office elements such as enforcement, monitoring and planning.
Representatives from the grants.and financial management divisions often
attend these meetings, as well.

m'-site'-- Evaluation

Depending: upon' senior management 's degree of involvement and the
availability of resources, the evaluation team may consist of the Director:
Branch Chief, project manager and other air office element staff. This
"~ team will usually visit each.grantee for a period of two to four days. The
team will review accomplishment of commitment outputs and cover areas such
as: compliance status and data files, SIP accomplishments, rule adoption,
delegated program status, etc. The review usually focuses on high priority
objectives.

The review is meant to be as constructive as possible. Areas where
further EPA assistance is required may be identified. The Regional Office
follows-up the evaluation with a letter outlining its findings and identi-
fying corrective actions the grantee must take prior to the close of the
grant period. Some Regions will incorporate the results:of a mid-year
review into the discussion of the subsequent fiscal year'’s assistance
agreament since those negotiations may be occurring concurrentiy.

Regional Offices also conduct an end-of-the-year evaluation which
usually takes the form of a written report documenting overall progress on
any necessary correction noted by the mid-year assessment.. This is also
forwarded to the grantee. A notice of the availability of the evaluation
results is to be made available to the public pursuant to 40 CFR 56.7. -

©
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National Air Audits

Regional Offices also conduct program audits of state and local
agencies as part of the National Air Audit System (NAAS). National air .
audits were initiated'in FY 1984 to identify obstacles to state or local
agency effectiveness and to help EPA more appropriately refine its national
program. The audit system was. developed jointly by representatives.from
state and local govermments and EPA, and initially covered the program
areas of air quality plamning, new source review, compliance assurance, air
monitoring, and motor vehicle inspection and maintenance. The publication
of national NRAS guidance by Headquarters and the conduct of the audits
occurs no more frequently than biemmially.

The audits are conducted on-site at state or local agency offices by .

 teaims composed primarily of Regional Office persomnel.  The audit usually

includes: a preliminary meeting with key agency staff to discuss audit
goals and procedures; a discussion of the individual audit area guestion-
naires with the applicable persomnel; a review of agency files to verify
implementation and documentation; and an exit interview with the state or
local agency management to discuss the preliminary results. - '

Individual state or local agerncy audit reports are then drafted by
Regional. staff and reviewed by the audited agency. ' The Regional Office-
makes any necessary changes and returns the final to the audited Agency.
The audited agencies are expected to initiate actions necessary to address
the problems identified in the audits. FEPA uses the individual state
reports as a basis to prepare a national report and to review and adjust
its priorities and resources to better support state and local needs, and
achieve national envirormmental goals. Some Regions do use the occasion of
anmual grant negotiations with their grantees to follow-up on the
deficiencies identified in their national air audits.

Performance Resolution

When a Regional Office’s evaluation uncovers a performance problem

and determines its cause, EPA and the grantee must act on those findings

and take corrective action. Regional Offices generally assume a Con-

‘structive, cooperature posture in working with grantees to establish
remedial strategies. The quality of EPA grantee staff relationships is

an extremely important determinant in the resolution of performance

issues. Short of the imposition of sanctions, Regional Offices may take

such corrective actions as: providing technical assistance, training or s
additional resources, increasing the number and/or frequency of reporting -
and oversight requirements, requesting a shift of state resources, or '
otherwise renegotiating the assistance agreement (see Figure 24).
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REGIONAL APPROACHES TO IMPROVING

GRANTEE PERFORMANCE — FY 1987
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One of the major intentions of the PBAP was to establish a construc-
tive approach to the resolution of performance problems. ‘It established
procedures for the escalation and resolution of disputes involving grant
negotiations and performance in an attempt to avoid the imposition of
sanctions... CAR issued more detailed procedural guidance implementing
the. PBAP resolution provisions on December 1, 1987. The procedures
emphasize the resolution of grant disputes at' the lowest-possible level.
If necessary, the disputed.issue is raised through the management- hierarchy
of both the grantee and the Regional Office until the matter can be
resolved. If not resolved, the Regional Administrator- contacts the State
Envirormental Director or 'other appropriate official, in an attempt to
reach agreement on the corrective action and to discuss any contemplated
sanctions. The Regional Administrator may also advise the AA and, if
necessary, the Govemor.

1))

As with corrective ‘action, any decision to impose a sanction is based
on the Region’s particular experience with a given grantee. The Regional
Administrator determines‘when a problem may be significant enough to
warrant such action and the appropriate type of sanction to apply.-
Sanction options available to EFA are detailed in the agency’'s General
Regulation for Assistance Programs (40 CFR Part 30) and include: stop—
work actions, suspension or termination of agreement for cause, agreement
ammulment, other appropriate judicial or administrative actions, restric—
tive disbursement schedules both for current and conditioned future award-
years, and withholding of payment.

The AA also issued GAR'’s Policy and Procedures for Withholding Grant
Fund's on June 19, 1987. The policy covers several major withholding
situations: recovering funds already awarded, withholding grant awards for
past performance, withholding funds for failure to accept a high priority
activity, and withholding funds for failure to accept a Regional priority.
The Regional Offices prefer not to have to impose sanctions and generally
apply those which only defer that portion of funds for the activities in
question until the matter is resolved.

The Region must also see that the responsibility for any state
environmental program dealing with national requirements continues after
the imposition of a sanction, and must take steps to see that crucial
program operations are sustained and required outputs completed. Under : v
Part 35.155, this may entail the withholding of funds from a grantee to
cover EPA's costs for having to carry-out a Federal program required by
law in the absence of an acceptable state program in that state.

Under 40 CFR 30 Subpart L, and for grants awarded on or after
October 1, 1988, 40 CFR 31 Subpart F, formal procedures for resolution of
disputes concerning assistance agreements and review of the imposition of
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grant sanctions are detailed. These procedures provide the opportunity for
a grantee to document the grounds for any objections to the imposition of a
sanction, and for EPA to review its decision and address the state’s
objections on the basis of a written record.

" Performance Incentives;

Pursuant to the PBAP, when a grantee fulfills-their commitments or

‘demonstrates exemplary performance, EPA should take steps to acknowledge

these achievements at the conclusion of the evaluation or the assistance
agreement period. One of the most effective mechanisms available to EPA
to do this is through publicizing state or local program success. Those
successful grantee actions which should serve as model practices are often
highlighted by Regional Offices..

EPA can also institute other rewards for grantee achievements .as
appropriate and available:. These include reduction of grantee oversight,
reporting and inspection to-the minimum necessary for effective national
program management, and the offering of financial incentives such as
supplemental funding or greater flexibility in project funding.

i Financial Integrity: Statutory and Administrative Requir ts

In order to receive or contimie to receive Section 105 air grants all
recipients must satisfy certain statutory and administrative requirements.
All recipients must maintain financial management systems that consistently
apply, accepted accounting principles, and practices that ensure accurate,
complete, and current accounting of their financial transactions. Adequate
records and supporting documentation mmst be maintained showing the source
and use of all funds, and actual versus budgeted object class amounts.
Records must be accessible to EPA for audit purposes. Organization-wide -
audits must be conducted at least every other year and a systematic
approach to resolving audit findings must be in place. All recipients must
periodically report their progress and are required to supply financial
status reports which close-out.the award for each grant period.

These requirements are detailed in the provisions contained in EPA’s
General Requlation for Assistance Programs (40 CFR 30); and Section 311(a)
arnd (b) of the 1977 CAAA. The more prominent provisions are brlefly
outlined 1n Flgure 25 on the following page.
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Flgu.re 25 |
Selected Statutory and Administrative Requlrenents | R
Affecting the Section 105 Air Grant- Program * : ; :
|

Citation Content

CAA, Section 311 (a), (b) - (a) Record-keeping for audit
- purposes

(b). EPA and Comptroller access for
audit purposes

40 CFR 30 410 ' Allowable costs (OMB Circular A-87)
) 412 Proper use of dlrect/mdlrect cost |
- rates |
501 Record keeping and retentlon reqmre— !
o : ments |
502. EPA access to records i
505(a), (b) {a) Progress reporting |
‘ : {b) Financial status reporting (SF-269)]
510 - Sound financial management system- [
: based on accepted accounting principles{
525 L Treatment of program income [
Subpart H Grant closeout I
R Noncompliance measures I
J Deviations }
40 CFR 35 205 Maximum Federal share:
: 210(a) ;(b) (a) Anmual maintenance of effort
(b) Nonsupplanting of non-Federal
© . dollars
215 Limitations:
’ (a) Ability to develop a comprehenswe
SIP ¥
(b) Intergovermmental consultation
. (c) Public hearing on disapproval, |
; termination or annulment | .

* Does not reflect changes of new 40 CFR 31 ' l
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In addition to general administrative requirements for grants
assistance EPA and its recipients are subject to statutory and regulatory

. provisions specific.to the Section 105 air grants program. These are

contained in Section.105 of the CAA and are.detailed in the Agency’s
regulations.for State and:Local Assistance-in 40 CFR' 35. Other regulations
dealing with financial .assistance are covered 40- CFR 32 (Grants Disbarment
and Suspension), 40 CFR 45 (Training), and 40 CFR 46 (Fellowships).. A new.
40 CFR 31, effective October 1, 1988, superseded certain EPA general
assistance regulations contained -in 40 CFR Parts 30 and 33.

‘ Maintenance of Effort ) ' : .

It was the intent of Congress that sound air pollution control
programs be established and maintained by state and local goverrments
ard that states should progressively assume more programmatic and fiscal
responsibility for this-effort. To assure this,. Congress included
requirements that the non-Federal financial level of effort be continually.
maintained or exceeded, and that Federal funds not supplant non-Federal °
funds which would otherwise be used. Congress also.recognized that some
flexibility should be afforded recipients  in meeting these requirements

.because of changing economic circumstances and occurrences in costs, and

that none of these provisions should penalize the recipients.
The MOE requireament contained in Section 105 (b), and further
discussed. in. 40 CFR 35.105 and 205, requires that a. recipient not decrease
its annual non-federal level of recurrent expenditures.from the preceding
fiscal year’s level. Recurrent expenditures are defined as those expenses
associated with a continuing envirommental program. All expenditures,
except those for equipment purchases with a unit acquisition cost of
$5,000 or more, are considered recurrent unless justified by the applicant
as unique and approved as such by the Regional Admlmstrator in the
assmtance award.

If a grant recipient inappropriately decreases its annual non—Federal
level of recurrent expenditures, the Administrator is directed not to award
the grant to the recipient for that year.ll The only time a reduction in
a grantees MOE is allowable is when the Administrator, after notice and
opportunity for a public hearing, determines that a reduction of the
grantee’s matching contribution for the non-Federal level of effort is
attributable to a nonselective reduction in expenditures of all executive
branch agencies of the applicable unit of goverrment.

11. See "Clarification of Section 105 l\hini:enance of Effort Requirements";
OPMD and GAD; September 12, 1988.




~-62~

Financial Status Reporting

Regional Offices must assure that their grantees’ assistance levels
and project expenditures are documented in final, end-of-year grantee
financial status reports. An end-of-year FSR is required no later -than _ E
90 days after the close of the applicable grant period. In.its final FSR :
the.recipient must settle its financial account for any funds which are
unexpended, payable.to FPA or disallowed.. Use'of program’ income must-also’
be resolved. A FSR is not considered final until all obligations are
liquidated. wWhile FSRs purport to account for all grantee transactions,
FSR amounts are not absolutely verifiable without a detailed financial
review or audit. .

Auditing

Responélblhtles' and procedures for audit of recipients of EPA
financial assistance are spelled.out in Chapter 38 of EFPA'’s February 10,
1986 Assistance Administration Manual. :

EPA is authorized to audit the. financially assisted activities of any
of its recipient organizations. While it is Federal.policy to place major.
reliance on:a recipient’s . own audits- (as long as they are carried out in
accordance with applicable.Federal audit standards) EPA may request any
additional audits it feels are necessary to assure a grantee’s financial
integrity. The award official may request an audit as a prerequisite to
making an award of assistance, during the active project period, following
its completion, or for continuing program grants such as Sectlon 105—
following an amnual budget period.

The Office of the Assistant Inspector General for Audits provides,
arranges and/or monitors the audit of EPA’s financial assistance.
activities. EPA award officials must submit requests for audit of state
or local government recipients directly to their Divisional Office of the
Inspector General (OIG). The OIG determines overall audit priority on the
basis of available resources and apparent need. Regional Administrators
and Assistant Administrators are the principal action officials for audit
matters. They must work with the OIG in conducting, responding to, and
resolving audit matters including the collection of disallowances from
recipients.

Y

Recipients are responsible for having an A-128 organization-wide
("single agency") audit conducted at least every other year. These audits
must be independent, i.e., the auditors must be separate and independent of
the recipient organization being audited. An organization-wide audit is a
broad audit of a recipient organization that covers all Federally'assisted

o dwr
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projects and activities. The A-128 is intended to minimize Federal
presence while satisfying individual and collective audit requirements
of all Federal agencies. However, its depth and scope are not adequate
to track special terms and conditions characteristic of a continuing
environmental program nor-does it provide:the level of detail necessary
for examining specific accounting transactions and funding use. More
detailed audits may be necessary. The OIG may also monitor the adequacy
of the A-128 ’smgle agency! audits.

‘The Grants or Financial Management Division of "EFA Reglonal Offices
also conducts financial and compliance audits. These determine whether
the financial statement of the audited recipient fairly reflects the true
financial position and results of financial operations; whether the
recipient has complied with applicable laws and regulations; and whether
claimed costs are allowable. Direct cost rates, internal control and
procurement systems may also be audited. The Regional Air Management and
Grants Administration Division may also cornduct joint or concurrent
evaluations of grantee programmatic and fiscal performance interrelating
the results of each to form a comprehenswe assessment and approach for
resolution of deflclem:les.
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Purpose

whereas Chapter 3 provided a description of how the 105 grant process

~operates this chapter provides a critique of the present program-and pro-

cess based upon extensive interviews held with each Regional Office, the
primary program offices, and approximately 20 state and local agencies.
General findings and suggestions for improvements are also incorporated.
The discussion is organized around six areas: (a) Regional Office organi-
zation, (b) priority-setting, (c¢) grant negotiations and work programs, (d)
allocation of funds, (e) program evaluation and grantee performance
resolution; and finally, (f)} a brief discussion highlighting noteworthy
practices and procedures carried out by the Regions and their grantees.

Regional Qffice Organization.

. Some Regions have reorganized their air program operations within -
the last several years. As part of that reerganization, numerous Regions
strengthened their grants management and oversight functions reflecting the
increased attention being devoted to productivity and fiscal integrity.

The functional arrangement of Regional air grant operations has been
shaped by a variety of factors. These include: the volume and proximity
of grantees, the presence of local agencies, the degree of reliance upon

- the State-EPA Agresment process, and senior air management preference.

Generally, those Regions with a greater mumber of grantees have project
officers or grants coordinators for each of their grantees. These person-
nel usually serve in an 'umbrella’ capacity coordinating, informing and
consulting with Regional technical staff and Grants Administration on
grantee operations. Several of the smaller Regions rely upon a grants
coordinator within the Air Program to work with individual grantee project
officers, air technical staff and Grants Administration staff. 'For those
few Regions relying primarily upon the SEA approach, the roles of other
offices in the management and administration of grants and grant issues,
namely the Grants Administration Division and. the Policy and Managenent
Office, are more pronounced :

Regional grants fcoordinators and project officers have stressed the
importance of senior Regional management involvement to encourade not only
grantee productivity but improve horizontal and vertical staff commmica-
tion and enhance morale. In general, we found that the most productive
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Regional grant programs were those where senior management took an active

interest in grants issues and viewed grant program requirements as

strategic leverage in accomplishing air program objectives. Grants may i
play less of a role in influencing grantee performance in some Regions, ‘
however, since the balance of the Federal-state relationship may be

dependent upon larger factors (i.e., the degree of self-sufficiency of _ s
the state or local program). :

Above all we found that” the ‘interpersonal, negotiation-and technical
skills of the Regions’ air grants staff had much to do with the degree of
grantee cocperation and productivity. Both Regional and state and local
persomnel interviewed echoed this observation. All Regions strive to avoid
~and resolve grants disputes at the lowest possible level, of course.

Detgnni‘ggtign of Program Priorities

Generally speaking, EPA's priority-setting has largely been influenced
by considerations of the extent of various envirormental problems and
prevailing popular-and legislative perceptions. Correspondingly, indivi-
dual media and program offices-promote those program areas with high
visibility and - the potential to sustain continuing levels of resource
sSupport. .

However, in 1986 EPA ambarked.upon a conparative analysis of. overall-
environmental and human health risks associated with over 30 types of
problams. The analysis showed that the relative order of risk did not
coincide with how the Agency was expending its resources and that several
air pollution problaems rankmg high in risk were not recelvmg funding
support commensurate with that risk.l12

For the Air program, constraints on funding, and the absence of a
Clear legislative mandate for emerging areas, have limited the ability to
target state and local assistance funds to all of the highest risk program
areas. Within present statutory limitations, however, the Air program has
targeted funds to the highest priority problems according to the largest:
extent of the population affected by the greatest degree of risk.

There is general agreement on broad program priorities among
Headquarters, the Regions, and state and local agencies. Differences that
arise center on the degree of emphasis afforded each competing priority
and a discontinuity in sustaining a financial commitment to them. This
discontimuity often occurs because there is inadequate funding for an
expanding list of prlorltles that may vary from year to year.

Py

12. See "Unfinished Business: A Comparative Assessment of Environmental
Problems", Overview Report; February 1987; U. S. Environmental
Protection Agency.
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gg @g; Critique of the &;orlty Sej;tlm Process

While Headquarters can only do so much in pursuing addltlonal fmdmg
or updated .legislation, it has made extensive efforts to better explain the
myths; realities and complexn:les of the priority-setting and allocation
process to Regions and to state and local agencies. When the Air Resources
Study interviews first began over a year ago, many respondents indicated
they did not understand how national priorities were.set: or how to
influence .them. - Some indicated they misunderstood the Agency's Spring
plamning meeting to be the initial step in the discussion-and formulation
of priorities rather than the media programs® affirmation of them for the
administrator. (AR'S internal priority-setting process actually begins
well before the Administrator’s anmual Spring planning meeting.

Headquarters has also taken steps to more intimately involve the
Regions in discussions on workload allocations, development of operating -
and grants guidance, and the inclusion of Regional priorities. while .
Regions have- indicated that there are more formal opportunities for their -
input, séme feel their role is confined to consultation and not of direct
influence. This criticiam is applied. to much of the Agency’s decision~ °
making, and reflects the inherent organizational tension created by EPA's
highly decentralized Regional Office and centralized Headquarters’ pollcy—
making office structures. While there is' validity to the Regional
cr1t1c1sms, program offices maintain. that ultimately one decision point ' -
must be responsible for issues affecting the entire country. This )
"tension" can be anticipated to continue partlcularly in tunes of
competlng prlorltles and limited resources.

From Headquarters standpoint the lead region concept has ‘facilitated’
Regional input in the area of budgeting and grants. - Working with one

" representative entity has been much simpler administratively than dealing

with ten.. Some Regions noted weaknesses in the approach, however. They °
were not critical of the particular Regional Office in the lead but rather
the overall effect of further delimiting an individual Region's direct

- influence. It was observed, however, that a Region’s influence was

proportional to its activism and that the lead region approach did not
constrain any Region' from making its point. Nevertheless, several Regicnal
Offices felt that a majority Regional Office position was always needed in
order to alter Headquarters thinking. It was observed that being the lead -
region for grants was, at times, a resource intensive task. One suggestion
was that the Regions and (AR consu:ler prov1dlng additional or pooled FTE
compensation for a lead region involved in a partlcularly demanding program

area.
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Views on Programmatic Fwphasis - 4 -

In addition to concerns about the process for prlorlty-settmg,

" Regional Offices had specific criticisms about programmatic areas of .
aewphasis and the subsequent .targeting of Section 105 funds. For example,
several Regions commented that the Air Program is constantly in a reactive.
mode rather than a preventive-one. BEmwphasis.and resources tend to be
concémtrated on correcting nonattairmmt problems and not on prevention or: -
maintenance. Criticisms pointed to slippage in .the NSR program, considera-
tion of PSD as a possible disinvestment, and a redirection of resources.
needed for the tightening of current SIP regulatlons to other pr10r1t1es
Several Regions perceived an inherent bias in allocation decisions towards
large urban nonattaimment areas. As a result, 'clean’ areas experiencing
growth may be more 1likely to slip into nonattaimment status. Some state
and local agencies commented that areas like growth and land use planning,
indirect source review and other preventive and maintenance strategies,
receive no consideration in allocation decisions. As a result, some
grantees direct a portion of their non-105 resources to support these
activities.

LY

It was apparent in.some Regions that, given limited funds, by
necessity among the first areas considered to be cut or deferred were
maintenance. and prevention activities. EPA has taKen some recent steps
in thls area, however (e.g., by bolstering its new source review efforts).

Several Regions indicated that a problem like PM;q, _wluch occurs in
some but not all of the. Regions, was not being given adecquate consideration
because it was not a national issue. Since those criticisms were first
raised, -PMj. activities have been funded in five of the Regions. However,
questions remain as to whether differing state and local requirements could
be better met with a more extensive reglonal tailoring of a portion of the

" national allocatlon priorities.

It was also suggested that program priorities and targetmg of
resources reflect those programs with the largest environmental payoff.
Some Regions were already doing inter- and intra-program analyses of
comparative risk at their own levels in order to better determine how to
allocate Regional resources, given current constraints.

Concerns About ing Role and )se of the Section 105 Program

Regions were not only concermed with how Section 105 priorities were 7
set but also with how the overall identity and purpose of the Section 105 _.
program might be changing, given the change in fiscal circumstances and the
potential shifts in Federal and state responsibilities. The Air Program
has accepted the concept of an offset equation - that additional work and
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increased operating costs must be offset by increased funds or disinvest-
ments, but the Air Program was still perceived by Regions and grantees as
sending dual signals that both the base program activities and all high
priority activities need to be accompllshed

The disinvestments initially suggested were seen as a having been
achieved or. falling far short of freeing up the necessary amount of funds
to enable a meaningful undertaking of new responsibilities. Further
changes have given the Regional Office some additional flexibility but have-

- raised questions as to whether the expanded redistribution of funds to high

priority activities threatens air program "infrastructure" activities. Bas
a result some Regions, which had argued for flexibility, have demonstrated
a reluctance to allow a withdrawal from activities which they consider
essential to ongoing program operations. Grantees, likewise, have demon-
strated an opposition to suggestions for disinvesting in areas which are
highly visible, popular or mandated at the state or local level.

Various limitations -to the disinvestments approach have been pointed
out. For example: (a) program offices, while recognizing the need. for
disinvestment, have still insisted that all their requirements be met;. (b}
disinvestments are not.allowed across major program areas (i.e., from
enforcement into planmng) thereby severely constralmng the utility of the
approach; {(c) there-is no-overall Headquarters coordination of the .
disinvestments approach, {d) there is no logical comparison of suggested
disinvestment cost savings to the costs of new activities; (e) the easiest
cuts have been made making further choices extremely difficult; and (f )
there are unnecessary distinctions made between certain "base" and
"priority" act1v1tles (in areas like ozone) which distort allocation
decisions.

The whole issue of redistribution has prompted some within the Air
Program to raise fundamental questions as to what the Section 105 program
should focus on and what it can accomplish. Should it focus on maintenance
of the base? (n promoting high priority objectives? On providing techni-
cal assistance or enforcing existing requirements, etc.? Many respondents
expressed a hope that the joint EPA/STAPPA-ALAPCO analysis of the costs of
state and local air operations could provide additional 1n51ght to help
answer these questions.

Grant Recipient Critiques of Priorit ti

We found variation in state and local agency reactions to the
disinvestments concept. While some of the state and local agencies
interviewed felt that EPA needed to be more precise in defining specific
programs, others favored wide latitude in negotiations with their Region.
Most felt that disinvestments needed to be rechstrlbuted across and not ,
simply within program element areas.




-70-

We also found that when EPA and the grant recipient failed to agree on
certain technical and policy issues emanating from new responsibilities, or . -
from current problems like continuing widespread ozone nonattainment, this
policy dispute was transmitted into the grants arena negatively creating
additional tension in grant negotiations.

Some grant recipients felt that provisions .for consideration of state
substituted: control strategies and measures-were -not taken seriously by
EPA. Some respondents, mcludmg some Regional Office staff, still feel
the 'priority-setting process. is too heavily FPA orlented.

State and local agencies indicated that, generally, 105 funds
directed to high national priorities have only been at a threshold level
and have not been adequate to support the development of a substantial
control program. They also indicated a reluctance to commit significant
state and local funds to activities which did not have a clear national
mandate, or to which EPA had not defined its program direction. Several
agencies complained that high priority funds and supplemental grants were
used to spark a.state's involvement in one grant year but EFA priorities
would charnge the next leaving the state with this. effort solely as its
responsmlllty. -

Many of the state and local agencies interviewed also did not
understand’ how the process for setting national priorities transpires.
While most agencies agreed that national priorities paralleled their own,
some exceptions were noted.. In the western portion of the country, a view
was expressed that there is bias towards large urban areas ozone non-
attainment problems at the expense of pristine and developing areas, and
problems more prevalent in the west like PM;y and carbon monoxide.

Most all state and local agencies felt the overall grants process was
more open, with more opportumtzes for their 1nput and a greater EPA
receptiveness to. their views.

Most, but not all, recipients rely upon STAPPA-ALAPCO tO represent’
their views on national air issues. Pursuant to the Federal Advisory
Comnittee Act, EPA always avails itself to a variety and balance of views.
For example, several grantees, while welcoming the mechanism of the State-
EFA Committee, felt it could be better utilized. 'They felt the Committee .
members need to be equipped with more detailed briefing materials, on a *
more tlmely basis, so that more meaningful discussions can be held with the -
States prior to consultations with EPA. State and local air agencies must
also make a concerted effort to see their views are adequately transmitted -
through their state administrative hierarchy to the Committee. .

Some states noted that, with the EPA’s lack of a specific mandate for
a national control program in emerging areas like air toxics, the Air Pro-
gram has turned more towards the provision of technical assistance and
guidance, and the encouragement of state and local agency initiatives and
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participation in information clearinghouses. Several agencies also
suggested that if states were being asked to be the proving ground in
emerging areas then they should have a greater partnership role in
consulting on the development and conduct of EPA’s research agenda.

One of the most crucial concerns of state and local agencies is

program continuity and the certainty of funding. Respondent.s remarked‘ that

EPA’S marginal redlstrlbutlons at the national level can have more profound
impacts at the rec:1p1ent level, particularly in smaller agencies. Most

o agencies cannot hire or retrain persomnel. or Shlft resources as rapidly as

EPA’ Headquarters envisions. Grantees indicated that it may take an addi-
tional one to two years before grantees are in a position to adequately
respond to a modification in national priorities or a redistribution of
resources. To overcome this problem, respondents have urged that OAR adopt
a more formalized multi-year approach to the planning and programming of = .

its activities. This issue is discussed in more detail in an ensuing

chapter.

Allocatlon of Grant Funds

In the past, the allocation of grant funds, partlcularly Headquarters
allocation to the Regions, has been one of the more controversial and least
understood of all grants topics. In the last several years, (AR has ‘taken
numerous administrative steps to not only more fully explain allocation
decisions but to more actively involve Regional Offices and grantees in the
development of pr10r1t1es and distribution factors.

Both before and after the advent of the PBAP the Air Program
differentiated its national Section 105 allocation according to base and
high priority funding, redistributing the funds accordingly.l3 In previous
years redistribution has not been a significant problem since it has

‘occurred in years of a net funding increase. Recently with a decreasing

or stable level of funding, redistribution has meant: (&) taking from the
base amount to' fund high priorities, or (b) annually shifting dollars
within a high priority on the basis of a change in strategic or geograplic
emphasis. This has resulted in some Regions experiencing a net loss of
grant funds and exacerbated the problems perceived with the current
approach.

Even minor adjustments of dollars can cause some difficulty. For
example, one year Regional allotments were amnounced with rounded totals.
One Region proceeded to inform grantees of their target allotments based
on this rounded total. When the actual total was finalized it was slightly
less than the original target. The Region then had to go back and inform
its grantees of the necessary reduction, many of which were already
operating at the margin.

1]
"

H. Lamg to J. Cannon memoranda.
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Allocgtioﬁ: Scheme

Allocation of funds is not an easy task as the Regions themselves
have discovered. . Several Regions noted that they had recently reexammed .
their own grantee.allocation schemes and had encountered. difficulties in"~ s
reconciling the results of 'a logical analysis with pragmatic considerations '
of grantee equity, need, and performance, . Criticisms of. 'the -allocation
outcome depend on whether the Regional Office or..the. grantee sees itself as.
a winner or loser. There will be wimners and’ losers in any readjustment of
the"allocation scheme {(given the same level of fundmg) and the outcome of
any readjustment is uncertain. As a result, Reglonal Offlces have shown a’
reluctance to tamper with the status quo.

Headquarters faces these same dilemmas. The 1974 scheme was logical
for its time period (see Appendix D) but the validity of several of the
factors used in the 1974 rationale has diminished and several others are
duplicative. " Nevertheless several Regions maintained that, to confi-
dently reflect the air quality conditions of the 1990s, a comprehensive.
reanalysis of the allocation rationale was necessary. Increases in recent
years have been allocated on the basis of individualized rationales and
quantitative distribution factors. Some Regions have noted that the *
current allocation approach: . : :

o does not adequately- eccount for multi-regional scale, though
not nationwide, problems;

o targets funds to the most populated areas at the expense of
growing areas or "threshold" attainment areas and not on the
basis of the problem in the Region as a whole; and

0 does not target funds on the basis of the degree of grantees’
capability to produce results transferable to other less well-

equipped agencies.

Despite a lack of consensus on this issue, . some Regions have

‘recommended that the allocation scheme reflect more Regional Office input,

be updated regularly, and have any resulting changes gradually phased-in.

Some Regional Offices are also concerned with statutorily imposed factors _
affecting Regional allocations to grantees. These include: limitations on g
the maximm and minimm allowable percentages of the total national grant
allocation availablé to any one grantee; maximum allowable Federal funding
percentages for plamning versus maintenance types of activities; and funds
for Indian Tribal governments. ..

£
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Maximm and Mini.mum -‘Percentaggg for Grantee Allotments

Ten percent of the national allocatlon is the maximm amount allowable
to any one state. None of the larger states receive more-than 6% of the -
total national appropriation. While some of these states could request up .-
to the 10% level, awarding any one of them such an amount’ would cause '
immediate disruption to the other grantees. These larger states generally .
fund their programs at a much higher non-Federal funding percentage than do
the rest. If the statute was modified to reduce the maximm percentage
available to any one grantee to 5%, then two or three states would be
affected. At a maximum. 4% level, eight states would be affected.

“As we noted earlier, the statute requires that at least one-half of 1%
of the overall Congressional appropriation for state and local assistance
be made available to each state for application purposes. When funding is
limited and a grantee which had formerly not utilized its full one-half of
1% allotment now applies and qualifies for its full allotment, this has the
effect of reducing the funds available for allocation to other grantees.
This "natural® reduction to the other grantees. can occur independent of a
Region’s policy decisions on allocation of its overall allotment. Since
1985, the number oOf states not utlllzmg their full mnlmum allotment has
decreased from six to three. :

Still the one-half of 1% is not an mtitlerent. " The grantee’s
assistance application must merit the funds and 'must be appropriately
matched. EPA also has the authority -to reduce a state grant below the .
one-half of 1% level if the state’s work program is inconsistent with the
priorities detailed in EPA’s guidance. 1

Nggotlat;on of Ass@tance Agrmts And Work Prmrams :
Schedule -

Most all respondents indicated that the expedited schedule for the

development and dissemination of operating. and grants guidance has been a .
noticeable improvement in facilitating grant negotiations. However, since
development and release of operating and grants guidance precedes
Congressional mark-up and appropriation by several months, any further

% acceleration of the guidance would increase the possibility that its

' content would not match the eventual appropriation’s purposes. This would
necessitate additional renegotiations and adjustments.

»

=
3

. 14. See OGC memo to OPMO, "Reductlon of the State of Vermont's Air Program
Grant " September 19, 1986.
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A grantee requires at least a minimum of two full months (from the
receipt of the annual grants guidance and allocation memo) to negotiate a
work plan acceptable to it and to EPA. Grantees cited the receipt of late
supplemental guidance (post-April 1)} from Headquarters program offices, o
(including items emanating from SPMS requirements) as problematic to grant
- negotiations, particularly to grantees on different fiscal years, and not
in keeping with the principles laid out by the PBAP. Regional Offices were
" placed in a-difficult negotiatory stance with their grantees when air
toxics and continuous emission monitoring guidance was released late in
FY"1986. However, this was primarily attributable to a late Congresswnal
mark-up and .appropriation. )

There is now a relatively predictable, uniform schedule for disse—
mination of guidance, conduct of negotiations, and signing of grant
agreenents natiorwide. Exceptions to a timely process are: major delays
in receipt of the Congressmnal appropriation, delays resulting from
significant EPA—grantee work program dlsputes and where a grantee is on
a different grant period than EFA.

The acceleration of the operating and grants guidance has had only
a minimal impact on Regions with grantees on different grant periods.
Depending upon the Regional Office, variances in EPA and grantee grant
periods can complicate grant negotiations and oversight of performance.
Regions which accommodate the grantee's grant period must split their
fiscal year allocations.and must anticipate or work on.the basis of a draft
of the operating and grants guidance. Some Regions, to better assure EPA
high priorities will be.met, have. formalized the supplemental release of
funds at the point at which EPA and. grantees grant periods can converge.
While varying fiscal or grant years do not appear to be a major problem,
there is great potential for complication in the negotiation, funding and
tracking of necessary program commitments. A Regional Office's oversight
capability, particularly of larger grantees, is diminished when required
to work "between years" with anticipated or draft requirements wmch may
contimually need to be revised.

Several Regions’ grant negotiations are subordinate to the State-EFA
agreement process which uses a consolidated assistance agreement.
Depending upon the Region, delays in negotiation and resolution in one
media can delay the entire award. In the case of a potentially lengthy
delay, the Regional Administrator may allow unilateral media awards to be
made. . .

Balance of Views in Negotiation

[y

Reflecting the impact of the PBAP, negotiations between Regions and ..
grantees have been more cooperative. This includes the mechanics of the
~ process, "explanation of and comment on allocation rationales, and
negotiation of realistic outputs. Some Regions view the PBAP as having
simply reinforced and legitimized their approach to grantee negotiations.
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Despite the PBAP and the Section 301 Regional consisteﬁcy guidance,
the tenor of negotiations varies both across Regions and within Regions;,

. from grantee to grantee. This is due to a variety of factors such as:

historical state-Federal relationships, past grantee performance, per-
ceived federal funding leverage, personalities, and staff capabilities.
The PBAP recognized -that air quality control program approaches vary
widely and left latitude for flexible interpretation and application.
While EPA Headquarters outlines broad grants policies, procedures and
requirements, it is the Regional Offices, by necessity, which effectively
manage the grant program and provide guldance to rec1plents on what needs
to be acconpnshed

With these considerations in mind, EPA has- produced grant guldance :
intended to foster uniform and equltable treatment of grantees, including
the withholding of grant funds and the escalation and resolution of grant
negotiation and performance disputes.l® This guidance complements grant
regulations and grant requirements currently in place. 1l .

Resolution _of Dif ferences

The Regicnal Offices prefer to resolve grant work program negotiation
disputes at the’ lowest possible level. Only a small percentage of the
total amount of grant dollars -available are- ever subJect to dispute
{(usually less than l to 3% per Reglon)

Some states indicated their influence on grants and program priority °
matters was greater now than three or four years ago. Other recipients,
and some Regional Office staff, still feel the negotiation process is too
EPA-oriented particularly in light of the decreasing percentage that the
Federal 105 contribution constitutes. While a certain amount of natural
intergovernmental tension can be expected in areas where priorities and
recommended approaches may vary, a lack of Federal direction in some
program areas, combined with a changing balance in relative percentage
contribution, exacerbates this situation. On the other hand numerous
respondents, including grantees, also commented that EPA had every right
to expect results oriented performance from its grantees since Section 105
is not an entitlement program and.the env1rorm'ental prlorltles of the ‘
grantees normally parallel those of EPA.

15. See "Procedures for Resolving Grant Negotiation Issues"; J. Craig
Potter to Regional Administrators; December 1, 1987.

16. FPA Grant Assistance Regulations, 40 CFR Parts 30, 31, 33 and 35.
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While state and Federal priorities are usually parallel, grantees
oppose any Regional practice of requiring them to implement an air -
program activity which is neither required by the CAA nor contained in -
the operating guidance. Grantees also opposed what they described as an
occasional EFPA practice of inducing grantee participation in a new acti- s
vity, with a supplemental award and subsequently incorporating that as
part of the grantee’s annual performance requirement, without providing
sustained funding. They pointed out that this-has contributed to their
desire and practice of  excluding. funds' they devote to those air activities
outside the 105 assistance agreement which are not clearly within the
authority of the present CAA. Grantees have been critical of EPA's
insistence that nonfederal funds be devoted to a program or activity for
which the Agency’s direction, policy, mtent and authorlty, are not
clearly defined or are uncertain.

Grant Work Prodrams

While there are still inadequacies, the advent’ of the PBAP has:
brought overall improvements to Section 105 work-program content with more
specific, realistic. and measurable outputs and agreed—upon milestones.

The weakest work programs were those which were heavy in objectives and:
process description and light on actual outputs and commitments. -

While some Regions produce a standardized narrative of annual
requirements pertaining to all their grantees, most Regions accomnodate
their grantees’ own work program formats. As noted earlier, many agencies
utilize their work program formats as their internal management documents
reflecting a longstanding or uniform state agency administrative approach.

Work program development is one area where Regional Offices ard
grantees have been or may be able to increase their productivity by saving
time and resources. Some ROs conpose a schematic of a state’s 105 program |
for the year and transmit this via flexible computer disk to the grantee.
The grantee amends it and returns the disk to the Region. Subsequent
transmittals and discussions may occur. The work program document is -
eventually agreed upon and easily produced. Approximately half of the
Regional Offices now use or will soon convert to a computer-based format. .
The remainder of Regional Offices, subject to automatic data processing
budgetary limitations, have been encouraged to convert to this format as
© soon as practicable.
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‘requesting from their grantees. The timeliness of the completion of this
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. In the past many work programs accounted for only a portion of the
entire grant award. Only priority activities were discussed and little
documentation was provided on base activities. This contributed to a -
perception that Section 105 was an entitlement program and not a perfor- -

- mance. program. Presently, Regional Offices and grantees are making better

efforts to see that the work program describes specific tasks, projects or '
programs related to.all. funds: in .the grant award. Nevertheless,; for -
econony’s sake, Regional .Offices tend to focus their attention regarding
funding accountability on national high priority activities; activities

associated with litigation and promilgation; Regional pr10r1t1es and the

previous year's urmet cmmtments.

In the asmstance agreenent the anticipated level of overall
expenditures is often differentiated by.object c¢lass. The majority of
costs (75-80%) in work programs are estimated to be attributable to
personnel and fringe benefits. Many grantees are now accounting for their
costs by time and activity in order to satisfy their own internal state or
local fiscal management requirements. Several grantees viewed this as a
valuable exercise since it provides useful management information-on:

" resource expenditures and improves their intermal management.

Many Regional Offlces 1nd1cated that their primary concern was that
required outputs be accompllshed How the grantees spent their funds was
of secondary importance. Regions wished to avoid having to micro-manage
Section 105 grant funds. However, numerous Reg;qns_ indicated that when
grantees fail to accomplish required outputs a primary explanation is that
not enough time and resources are available. Many Regions are thus caught
in a paradoxical situation - not wishing to micro-manage on one hand but
unable to confidently pursue specific disinvestments or reprogramming due
to a-lack of imsightful information on the other. Many responde.nts hoped
that the survey of -the costs of operating state and local air agencies
could provide much of the detailed information that Regions normally forego

survey and the assessments of the results are still in question, however.

Part of the reluctance shown by Headquarters and the Regions to
identify specific activity costs is due to an underlying belief that the
program or activity might be seriously underfunded by EPA (that EPA is
asking too much be done with too little funding), or by an underlying fear
that grantees will abuse the opportunity to overestimate the actual costs
of carrying out air program activities and unjustifiably receive more 105
funds. This, of course, would constitute a supplanting of non-Federal
funds with Federal funds — a situation specifically prohibited by the Act pid
and the grant assistance regulations. E
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Grantees also exhibited some trepidation about including a
description of their overall air program activity with their Section 105
work program. The PBEAP and EPA’s October 12, 1982 grant regulations urge
inclusion of the description of all activity even if dollars need only be B
identified for those activities supported by Section 105 funding. Several
Regions reqularly request this information of their grantees but have not
received an overwhelming response. Initial responses to the survey of . -
recipient agency 105 program costs have been a bit more enlightening (see
Figure 26). Nevertheless, grantees fear that EPA will require them to
include all their air activity funds in their maintenance of effort level
thereby reducing their. flex1b111ty and. enabling EPA to redirect their
- furding.

: FPA maintains that it nmust document what activities can and camnot be
accomplished given the limited amount of funding available. To better make

.a case for additional resources or to properly target resources or to

1dent1fy additional needed statutory aut_horlty, the Air Program finds it

is essential to know what other air act1V1ty is being carried out and how

tms further burdens state and local agencies.

F‘gure 26

A SELECTED LIST OF ACTMTIES CONSIDERED
BY SOME GRANTEES TO BE OUTSIDE THE 105 PROGRAM

B ACTMVITY B AGENCY

¢ Alr toxics monitoring NJ, RI
s Air toxics enforcement NJ, Ri
* Stage I NJ ,
s Selected air quality pianning NJ, Lane RCG
. Antl-tcmpulnq Tempa
- & Woedbuming Colorado
e Open burning/visibility Tampa, Lane
s Asbestos achool program Colorado
¢ Noise - Tampa
* » High gititude & aitermative fuels Colorado
s Public informoation Tampa . #
¢ Complaint handling NJ
¢ TSP monltoring Teampa -
* Private monitoring NY |
s Alr/RCRA support Alsbama, NY ‘ -
¢ Superfund air rnonitorinq NY |

mmmwmmmmﬂm
Activities listed are for FY 1988. Cartcin of thess activities

mmummmww&utmm
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" Program Evaluation and Performance Resolution

While the OIG criticized some Regional Offices for their inconsis-

_tency in evaluation of grantee performance (e.g., tracking only high

priority items, no anmual on-site visits, vague commitments, failure to -
follow-up and rectlfy previous perfonnance problems, etc.) this occurred
prlor to the 1nst1tut10n of the PBAP in FY 1986.

. Over the last several years the PBAP and the OIG audits of selected

" Regional Office’s management of the Section 105 grants program have

fostered a more uniform approach among the Regions in evaluation of -
grantee performance. These developments have also encouraged the submittal
of work programs with more specific outputs and.milestones which, in tumn,
facilitate program tracking and evaluation. : :

Most Regional Off ices rely upon quarterly grantee progress reports
and on-site mid year evaluations for the bulk of their over51ght. The
Regions often use the work program section Contalmng grantee commitments,
measures, outputs and schedules as its tracking document. There is a trend

“among Regions to utilize computer-based quarterly tracking status reports.

These are per1odlca11y forwarded to grantees as reminders of completed,
missed or upcoming products. Some grantees have indicated that EPA’s:

. tracking has enhanced their own efforts to better manage their programs.
-Grantee reaction on the burden of EPA reporting requirements was varied,

however. Some felt there were too many reporting requirements, wlul_e others
noted that their Region had made a consc1ous effort to reduce any
unnecessary reporting and oversight. .

Several respondents felt EPA should concuct less oversight and .
provide more technical assistance. They indicated that added EPA invest-.

‘ment in technical assistance and training would make EPA requirements more

palatable and reduce the need, depending upon the grantee’s record of
performance, for extensive oversight.

Examples of grantee reporting requirements to EPA are show'rn in Figure
27. Grantees must report on various program office requirements on a _
quarterly, monthly, semi-ammual or annual basis. We examined the perfor-
mance workload of what could be considered to be an average grantee. The |
reporting required of the grantee numbered over. 450 separate occurrences. .
While some of these are perfunctory updates (some compliance data systan, ‘
or CDS, entries, for exampie) this figure represents approximately two
reports per working day of the year. This points out not only the
reporting demands grantees face but the complexities of managlng an - -~
ever-burgeoning Air Program. While there is some 1nconsmtency in :

- application of reporting requirements natiornwide, EPA does not view its

requirements as being unreasonable given the importance of. some of the _
reporting areas, the past performance of certain grantees and contmumg '
problems of nonattalnment.




Figure 27

Sample of Ropartzng Requirements for One Grant Year

o ot o i

M Q B A o

Request NSPS d.lcqatxnn %
Submit new NSPS/NESHAF X
NSPS/PSD determination ‘ ' %
NESHAP Reg determination . ~ ®
Fermit processing status ®
CDS:. construct./start up '
CEM waivers/exemptions ' X
CDS: BACT/LAER rpts. . X
NESHAP permit applic. R :
CDS inspectiof schedule. . - : x
VOC workplan N
EPA inspection agreement ' o ' 3
CDS: stack test/CEM cert. ’ ‘
CDS: scheduled tests
CDS: inspections.
Report citizen complaints
CDS: compli. status— all
CDS: comp. stack/CEM tst.
CDS: ent/prmt schd status
EPA ref.complaints status
CDS update
Workplan progress dates ]
State plan of action xR
CDS: enf. statistics . X
CDSs fines, fed fac, X
' stk tsts, notif

CDS: list of all NQVs
CDS: violations ‘
Sign. viol. (8V)- no actn
Enf. action plans
Investig. in progress

" CDS: enf actn initiated
CDS: enf actn completed
All ent¥ actn completed
SV: in comp/on schd
All variances ’ x
CDS: update CEM invontory
Qrtly emissions. rpts
Sum, rpt: EERs~CEMs
CDS: CEM rptg” L
NESHAPs vinyl chlr. rpt.
Demo/reno revisions . - X,
CDS: NESHAP d/r info
EFA ref, .invest. status
Fublic emplye asbest. wk.
Asbestos remv]l notif
List potentl HAP sources , : i
Finalize HAP sources . ' : : . M
Initial strategy devipmt : . B . X
Air toxics (AT) NSF’ , . B x :
AT Emsn Invntry " :
High Rxsk strtgy devlpmt ‘ ' _ ®

x

X X X X X X X X X X
4

X X X X X X
X X X
o

X X X X'X

v

X %X X X
)
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Hi-rek pt scurce rpt/eval

SLAMS review/cert/GA
Air quality data P/A
Exceedances- pub. notice
Acid depes. monitrg.
Acid. rain prgrs. rpt
Source confirm,

PM1O sampler rpt

PM10 NAMS/SLAMS revsn rpt

PMIOQ SIP workplan

NEDS update/reliab. rpt. ..

Vigibility strtgy/plan

" Upset /malfunc. rpt

analysis, plan. scurces
Qeptcl scanr stats
Unannouncd audits I/M
Veh. 1/M status
Fuel inspection program

Anti tamprg Q's

Midyear grant correctns .
Revsns to QAPgP

LOC voucher

Cash transactns rpt

Firmal FSR ' '
List of propriy/yr. inv,
Class B rpt./strgy/e.i.
03 source update/strigy
Start O3 emissns tracking

monthly
quarterly
biannually
annually
other

(i g 3 I
(I B I B

X X & X X

X

g
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The mid-year, on-site evaluation is usually the chief vehicle that
Regions rely upon to assess grantee performance and take any corrective
action. Usually the site visit is preceded by a Regional staff meeting
involving air and grants elements where the grantee’s overall performance
is discussed and deficient areas identified. While Regions tend to place
greater emphasis on assessing progress in high priority activities, routine
program operations are-also assessed. The PBAP states that all grant
dollars should be treated equally and are’ subjéct to performance expecta-
tions. Some recipients mistakenly assumed that since an activity was' not
noted as ‘being of high priority it was necessarily less important in terms
of accountability.

L7

Not all Regions conduct mid-year on-site evaluations. Those Regions
which do not tend have the most number of grantees. These Regions atteampt
to conduct a contimual grantee oversight through ongoing tracking and
continual EFA project officer contact. Depending upon proximity, Regional
staff will meet quarterly or more frequently with their grantees. All
Regions produce an end-of-year evaluation of their grantees’ performance.
THese usually take the form of written reports which document overall
progress and any corrective actions taken to. address mid-year problems.

Regional Offices vary in how they take: advantage of mid-year
evaluations and relate these to their’overall approach to planning and
evaluation. For exanmple, only a' few Reglons coordinate and interrelate
NAAs with Section 105 grant evaluations since they feel these evaluations
focus on different aspects of the grantees’ program operations. NAAs
tend to focus on the qualitative aspects of major program areas while grant
evaluations generally focus on particular outputs. These two activities
generally occur on different schedules. However, several Regional Offices
indicated that they include certain of the 1dent1f ied NAAs deficiencies as
grant work program items to be corrected in the following year. NAAs
activity has recently been slowed with the delay in receipt of NAAs
quidance from Headquarters. Nevertheless, most Regional Offices who
conduct mid-year evaluations will take advantage of their occurrence to
influence grant negotiations for the next fiscal year.

It was also apparent that over the last five years, because of
increasing responsibilities and limited growth in funding, Regional Offices
often have reduced emphasis on grantee performance evaluation, tracking and
accountability in order to obtain needed disinvestments. The QOIG audits,
however, may have encouraged a reversal of this trend.

n
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Corr t1ve ion

As we noted ear11er Reglonal Offices generally 'wish to avoid havmg
to impose corrective action and instead resolve performance problems at the
lowest possible staff level. While a work program is viewed by most

’ Regional Offices as a contract like document, Regional Offices generally
exercise dlscretlon and flexibility before 1n1t1at1ng any correctlve
action.

A few Regional Offices view any withholding of grants as counter-
productive and reflect this in their approach to negotiations. Conse-
quently grants do not serve to leverage grantee performance-in these
Regions. During grant negotiations most Regions pursue a course of
conditioning a subsequent year's award to correct a current year’s problem
if negotiation and technical assistance prove mproductlve

Some Regional Offices view the PBAP’'s escalation- procedures as overly .
time-consuming and restrictive. Despite the perceived limitations of the
PBAP, most’ Regional Offices still employ a variety of mechanisms to
influence, .encourage, reward or sustam grantee performance. These
mclude- .

: o varying degrees of flex1b111ty ard constramt m carry-over. of
‘unexpended fwﬁs

o adjusted schedule of award;
. o supplemental awards;
o valuations of Federal pramulgation iiability; A
o use of LOE cent;racp'assistaxlce;
o forwardifmlding ;. |

‘o set asides; and ‘

N
(o}

perfonftahce and workload allocations.

I}

17. Regional Office practices on the use of carry-over funds are subject :

: to guidance issued by EPA’s Office of the Comptroller. See -
Comptroller Policy Anmouncement No.88-09, "Disposition of Unobligated s
Balances of Assistance Awards"; May 6, 1988.
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-Some Regions now anticipate a grantee’s unwillingness or inability
to carry-out certain required activities. They set aside the appropriate
funds for use by the grantee upon its acceptance of the activity or for use
by EPA or its contractor if there is.a continued failure of the grantee to
comnit to the required activity. Tolerances among Regional Offices for . ¥
the correction of grantee non-performance vary from one to two years, .
depending upon the severity of the issue. One Region awards a small '
portion of its grantees'® allocations on an after-the-=fact.assessment of
their performance, according to explicit evaluation criteria spelled out-
in advance. WwWhile this approach is still developing .and may contain some
inherent subjectivity, it comes closest to a pure performance based
rationale for the award of funds. ‘

Enhancing Grantee Performance

Performance Incentives

Incentives have not been pursued with great, zeal because they are
viewed primarily in terms of increased funding. Given the number of
campeting priorities, surplus funds are presently not available at any -
level that would enable a financial incentive scheme to be viable. :
Grantees may also show a reluctance to accept supplemental funding because
they do not” wish. to get locked into a program activity which they view as a
pilot or exploratory effort that EPA may not fully commit to but may expect
the grantee to continue. However, we found most Regions have made it
explicitly clear when an activity is of a supplemental nature.

Incentives may also be provided in other forms, of course. These
include: reduced reporting, reduced oversight, and flexibility in
disinvestments. However, the demands of program and Regional Offices in
light of contimuing nonattainment problems, past grantee performance plus
executive, and legislative branch budget pressures thus far have
discouraged any formalized CAR-wide approach to grantee incentives.

Provisio_n of Technical Assistance

Performance enhancements need not be limited to financial rewards or
flexible programmatic requirements. Interview respondents.also indicated -
that grant recipients were more receptive to EPA requirements when accom-
panied by adequate resources and technical assistance. The Administrator's
Task Force on Technology Transfer and Training reiterated this point.18
The task force also noted that as environmental improvement programs have

18. See "Final Report of the Administrator’s Task Force on‘TecImology
Transfer and Training", December 2, 1987.
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matured more direct responsibility has been shifting to Regional Offices
and to State and Local agencies. The task force urged that EPA look
beyond its traditional focus on reqgulation and enforcement and place a
- renewed emphasis on training, technlcal assistance, and technology
- transfer.

In a recent report on training needs for Section 105 recipientsli?,
STAPPA-ALAPCO indicated training is a crucial form of Federal support
that state and local agencies camnot entirely prov1de for themselves due
to a lack of ‘resources and developed dependency on EPA’s earlier CAA
training efforts. Accordingly without Federal assistance, state and local
agencies have found it difficult to prepare newly hired persommel for
competent performance and to keep experienced technical and scientific
personnel abreast of regulatory revisions and newly adopted requirements.

: Section 103 of the CAA, requires EFA to provide and promote training

on the causes, effects, extent, prevention and control of air pollution.
This training has been offered gratis for perscnnel of air pollution

control agencies, and at a reasonable fee for public. and other nonprofit -
entities. In the early 1970's, EPA initiated manpower development and
academic training programs for state and-local .agency capacity building.
Through its Air Pollution Trammg Institute (APTI) and University Area
Training Centers, E'.PA also offered special short courses and self-study
courses.

Over the years, however, funding for EPA’'s training program has
declined from a high of $1.8 million in FY 1972 to zero funds in FY 1988
(see Figure 28). Training assistance could normally be expected to
diminish as state and local programs mature. Additional complex air
pollution problems have emerged, however, compounding the need for a wider -
dissemination of information, knowledge and improved skills to state and
local persomnel. These problems include: continued 03 and CO nonattain-.
ment PM;qo, air toxics, acid deposition, stratospheric ozone depletion,
indoor air, and cross-media pollution.

The APTI has identified a number of existing courses which need
revision to more appropriately reflect changed regulations, procedures and
advancements in technology. These include: introductory air pollution
control courses, courses on dispersion modeling, field enforcemernt, source
sampling for particulates and gases, atmosphieric sampling, microscopy, ]
hazardous waste incineration, quality assurance for emission measurements, -
monitoring site selection, etc. The cost for addressing current inadequa- .
cies has been estimated to be approximately $2.5 million.

*

19. See "Training Needs for State and Local Air Pollution Control '
Programs"; STAPPA-ALAPCO; April 20, 1988.
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Figure 28
AR POLLUTION TRAINING INSTITUTE FUNDING
MILLIONS OF DOLLARS
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STAPPA-ALAPCO has also called for the development of a national level
state and local technical coordination program utilizing information
clearinghouses and technical workshops. The Air Program has already been
providing a considerable degree of technology transfer and training assis-
tance for some time but has not identified a formal structured approach to
do so. However, the Air Program’s FY 1989 budget sulmmission specifically
outlines state and local program capacity building and technology transfer
assistance requests. OBR anticipates receiving $700,000 for state and
local training assistance in FY 1989. ' :

Utilization of FPA Staff Expertise ' 3

In the past, EFA has amployed the use of Intergovernmental Personnel
Act (IPA) and state assignee programs whereby EPA and other qualified
personnel would be temporarily assigned to a state or local agency to .
provide direct on-staff expertise. As resources have tightened, use of
this mechanism has dwindled. Since FY 1982, less than 50 EPA Headquarters
and Regional Office persomnel, involved in air program activity, have
worked at the state or local level. These persons have brought to these

H
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agencies the benefits of their expertise and have returned with a broadened
outlook of intergoverrmmental air program operations. During the course of
the ARS interviews, mmerous respondents, particularly state and- local air
agency directors and staff, indicated that some form of a revitalized state
assignee or persomnel exchange program should be promoted and expanded to
help transfer knowledge and improve intergovernmental understanding. One
Region and its state and local agencies have expanded their efforts in

~ this area by exchanging Regional office and state and local personnel in

key positions for a perlod of: several months to a year

- Exemplary Regional Office Practlces and Procedures

Air Resources Study interviews conducted during the fall of 1987,
documented mumerous exemplary Regional approaches to-managing various
aspects of the Section 105 program. There are different geographic and
envirommental circumstances and challenges facing each EPA Regional Office
in managing the Section 105 program. As a result, there are inherently
different Regional approaches striving for effi¢ient management of the
grant program.. These examples from across the country may prove useful in
assisting other EPA Regional Offices to adopt similar approaches in their
grants management- efforts. All key aspects of the grant management.
process, from providing effective grants guidance to insuring .grantee
financial 1ntegr1ty, are represented in th1s listing of exanplary

practices.

The Reglons currently carrymg out these practlces are noted in
parent.heses

. -

(a) Grants Guidance o | .- .
o _Issuance of a manual for both intermal and external use covering
Regional Office organization, p011c1es and procedures for the .
administration of the Section 105 air grant program (II, III, IV,

x)

(b) Allocation

o Documentation to grantees of -the justification of how the Region
allocates grant funds to them (II-VII, X); the opportunity for
grantees to .comment on alternative allocation scenarios for all
grantees within the Region (IV, X); and Regional reexamination and
periodic update of its allocation assumptions and factors ( I, VII,
X) '
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0 Regional assurance that national air program priorities are
addressed by use of a two step (base and high priority) allocation _ -
procedure which reconciles the variable grant periods of its
grantees with the release of EPA's anmual operating and grants
guidance (VI, X)

o

0 Use of a committee of grant. recipients to advise and select with
the Region the appropriate*programs-to be funded with high
priority dollars. These programs are' judged to provide the
greatest air quality benefits for the Region as a whole (X)

(c) Negotiation

O Use of early spring pre-negotiation meetings between the Regional
Office Air division director and state and local air directors to
discuss issues, priorities and funding targets, etc. (virtually
all Regional Offices) :

0 Grantees detail the amount of resources needed, the resources
available and the resulting shortfall for each objective for the
coming year allowing for more realistic plamning and negotiation
of. workplans between themselves and EPA (II)

(d)- Work Programs

o Composition of standardized grantee work program (with allowances
"made for tailoring grantee specific activities and requirements)
using a personal computer based, spreadsheet format and a computer
disk for transmittal and interactive editing (I, III, IV)

o Encouragenent of grantees to include a description of all of their
air program act1V1ty within their Section 105 work programs (IV,
vi, X) .

(e) ‘I‘ragklgg and Evaluation

o0 Provision to grantees of a detailed sumary of air grant program
reporting requirements for the year at the same time that Regional
- grants guidance and the target allotments are issued (I, IV)

0 Compilation of grantee reporting requirements on a personal
computer based tracking form which is then regularly forwarded >
to grantees, along with "tickler" letters to document outputs that .
are submitted, missed or upcoming (I, VI) :

~

o Formalized grantee performance review involving the Regional air
program senior management (I, V, VIII, X)
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0 Internal management trackmg system for air branch chlefs covermg

air grants status (I, VIII)

o Linking program def1c1en<:1es identified in national -air audit
system evaluations to mandatory air grant performance conditions
for the ensuing grant period (IV, X) specifically attempting to
time and coordinate grant evaluations with NAAS audits (VII)

(f) Improving Perfom e

0 Selected use of explicit criteria linking objective measures of
performance to corresponding levels of 'earned’ grant funds -
essentially a pure application of the PBAP (V)

o . Judicious use of the adjusted schedule of award approach to
encourage grantee assumption of respon51b111t1es and grantee.
performance (I, VI)

(9) Qrgn_t_eesum_t

o0 All of the Region’s grantees contribute at least 40% of their air

program funding (II-VI, IX); Region keeps abreast of its grantees’

permit fee activity (VI, X)

{h) Grantee Fmanc1a1 Int:ggrlty

o Well mtegrated workmg relationship between Reglonal program and

fiscal staff (I, III, V, VIII); fiscal staff accompanies program

staff on grantee site evaluations (II1I, VIII); fiscal/grants office

has trained accountant-auditor as part of its staff (III)

o0 Region’s fiscal staff conducts workshops on proper fiscal and
grants administrative procedures for state and local agency
financial officers; formally reviews new grant and fiscal
requirements with its air grantees (I)

(AR plans on continually compiling and disseminating information on
exemplary Regional Office and recipient grants management practices
throughout the year, as well as during the air grant coordinators’® annual
meeting. ,
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CHAPTER 5 |
ASSURING FINANCIAL INTEGRITY

4

Background

Fach recipient of Federal Section 105 grant assistance is obligated to
maintain a sound financial management system which will allow a verifiable
accounting of the proper use of these funds. This chapter discusses the
fiscal accountability aspects of the Section 105 program.. As such, it
focuses on concerns raised in audits recently conducted by the OIG of
selected Regional Offices’ administration and management of their Section
105 grants. .

The OIG initiated an audit of the Section 105 Air Grant Program in
late 1984, at the request of a former AA for Air and Radiation. The AA'S
request was made after reviewing the results of a major QIG audit of the ,
Water Program and reports by the GAO and OIG, suggesting that certain air
grantees may not have been meeting their LOE requirements: for the con-
tinued receipt of Section 105 funds. The OIG, after reviewing background
documentation, which included a June 1985 OPMO state and local Air
Resources Study, performed a pilot audit of Region VII and subsequently’
performed audits of four additional Regional Offices (II, III, IV and IX).

The OIG focused its examination on the adequacy of Regional Office
administration in three areas: (a) mplenentmg EPA policies, procedures
and controls for the award, monitoring and evaluation of the grants; (b)
ensurmg compllance with grantee maintenance of effort requirements; and
(c) assessing the accuracy, completeness and reliability of grantee
£ 1nanc1a1 status reports.

- -

: Basically the OIG audits found that certain Regional Offices were
having difficulty assuring that their grantees were meeting their required
MOEs (appropnate amount of funds contributed by a recipient in order to
receive its Federal award). 'A variety of grantee practices, both inten-
tional and unintentional, were identified as causing grantee failure to
meet the MOE. The OIG also felt that the then current approaches used by
Regional for .grant tracking and reporting did not enable an accurate
assessment of the performance and accounting integrity of their grantees,
without having to have a detailed audit performed. The OIG also criticized.
the vagueness of many grant workplan commitments, and the lack of relation-
ship between comitments, expenditures and output. Figure 29 provides a
general sumary of the major OIG findings.

20. A more detailed summary of the 0IG and results is contained in an
April 17, 1987 memorandum from OFMD to the Regional Air Grant
Coordmators. '

A




Figure 29 .
Summary of Major OIG Criticisms -
By EPA Regional Office . ;

0IG Cr'it_;i'cigg . Region <
IT IIT IV VII IX :

Failure of.Regional Office to ' X X X X X
ensure that grantees continue to
meet their maintenance of effort

Inadequacy of Regional Office’s "X X X X X
monitoring and evaluation of
grantee performance

Lack of maintenance of basic ‘ - - - - X
accounting (disbursement) :

. controls
Questionable validity of grant _' - - X - X
awa.rds :

In May 1987, OAR and GAD jointly formed a task force to address
numerous concerns surrounding the administration of the Section 105 air
grant program, including those raised by the OIG audits. Representatives
from the Air and Grants Offices in all ten Regions also comprised the task
force. The task force produced a series of papers which examined numerous
air grants administration issues and posed possible solutions.

On September 1, 1987, auditors from the OIG met with representatives
from the Office of Air and Radiation (AR}, Grants Administration Division
(GAD) and the Office of the General Counsel (0GC). The outcome of the OIG
audits of five Regions' administration of the Section 105 air grants .
program was discussed, as well as other issues. the group felt merited
national attention.

At that time (AR also summarized the status of the ARS. The ARS had .
also identified the same national issues raised by the OIG audits. These
issues were examined more thoroughly in a series of interviews held with
the ten Regional Offices, Headquan:ers program offices and selected state
and local grantees.

As a result of these discussions OAR and GAD have issued additional
guidance and clarification on key provisions of one major area of concern
covering numerous inconsistencies -- the proper interpretation and applica-
tion of the maintenance of effort requirements. The discussion which

4




follows outlines the major issues highlighted by the 'OIG audits and the air
resources interviews, and describes the corrective. actions taken or t.he
reneumng problars and suggest.ions for their resolutlon. '

"

Ad OfN ated Workpl

The OIG identified instances where certain grantees’ work plans
lacked specificity as to expected outputs and where some grantees failed to
complete. agreed upon commitments. The audits also noted where a Reglon had’
not taken action to- rectlfy these situations..

The ARS examined each Region'’s approach to the negotiation of grantee
cooperative agreements and work-plans, as well as the mechanisms used to
assure grantee performance. It must be noted, that the OIG audits and
criticisms pertained to the fiscal years prior to 1986 when the Air Program
first adopted the Agency S May 31, 1985 PBAP. . . ,

The PEAP was specifically de51gned to improve overall grantee and EPA
performance by clearly defining each party’s negotiation protocol and per-—
formance expectations. The PBAP placed increased enphasis on negotlatlon
of realistic work plans containing firm commitments,' and measurable outputs
according to a specific schedule.. Every Region had either made changes to .
embrace the PBAP, or demonstrated how it had reinforced its current prac-
tices that conformed to PBAP principles. Virtually every Region felt that
adoption of the PBAP had fostered improved grantee work plans.. As a
result, these work plans better articulated performance expectations and
made the evaluation of performance much more straight forward.

Regions pointed out that the quantification of some workplan tasks and
outputs was necessarily imprecise since the degree to which these activi- ‘
ties could occur would not be ascertainable at -the time the grant agreement
was being negotiated. There were a few instances where certain grantees?®

. work plans were still somewhat objective oriented rather than output
! oriented. For these problem situations the Regions expressed a strong
désire to exchange information on the approaches each was using' in order to
continually improve the negotiation process and work plan contents of their
grantees. To this end, the Regional Offices contmue to exchange what
t.hey feel to be exanplary work plans.

In addition to this Regional exchange of information, the Air Program
also held a Regional Air Grant Coordinators® meeting and technical workshop
in March 1988. Ways to further improve the negotiation, development,: S
contents and aCCOUI’ltablllty of grantee agreements and workplans were .-
discussed. '

1
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One suggestion, the utility of adopting a standardized grantee
workplan format for use nationwide, was raised as a possible method to
ensure national consistency. This was opposed, however, for practical
reasons since many grantees use formats which conform to their own state
- administrative requirements and needs. Regional Offices felt they could
deal with varying formats as long as the information needed by EPA was
Clearly identified.

4

There was. a.consensus.-that the.provisions of the PBAP. had addressed
the OIG’s concerns regarding work plan adequacy. As we noted earlier, we
have found that overall grantee work plan quality and specificity has
improved noticeably in the last two years. Of course, Regional Offices
must continue to press for clear, specific, and measurable work plans and
this will likely be a contimuing topic of interest at annual Regional Grant
Coordinators meetings. '

Assurance of Maintenance Of E ffort

A majority of the overall OIG criticisms were related to the second
major category of concern - assurances that grantees were meeting their
maintenance of effort (MOE) requirements.?l Essentially the MOE provision
requires that the grant recipient not decrease its amnual non-Federal level
of recurring expenditures from the preceding fiscal year’s level, with
certain exceptions. Within the MOE category were two issues: (1) the
proper definition of the MOE, which is affected by multiple factors, each
with varying interpretations, and (2) adequate.Regional Office and state.
and local procedures to ensure the MOE was being met. _

Each concern was examined as part of the ARS and the Air Grants Audit
‘"Task Force effort. Issues addressed included:

- differing planning versus maintenance percentages and impact upon
grantee contributions;

- varying interpretations and appllcatlons of the definition of -
nonrecurrent expenditures;

- non-selective - reductions in economically hard-pressed areas;

- treatment of local funds as part of a state’s matcnmg
contribution;

~ certification and verlflcatlon of the MOE; and the

- adequacy of f1nanc1al status reports.

The growt‘n of non-105 air act1v1tles was also raised. This topic is -
discussed in the next chapter: . 2

21. MOE is also known in the Air Program as the continuing eligibility
level or continuing level of eligibility (CEL). For consistency’s
sake it will be referred to as the MIE.
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Planning Versus Maintenance Costs

Section 105 (a)(l)(A;C) of the CAA defines the maximm Federal share -

of funding for state and local air pollution control programs as 60% for

maintaining an established program, and 75% for planning or developing an

" air quality program-.for those recipients carrying out a SIP.

The OIG fourd instances where "established" programs were receiving a.
greater than 60% Federal contribution. This occurred primarily in three
Regions containing small states or states with troubled economies, or where.
environmental. issues were of a low priority. EPA was contributing the bulk
of Air Program support in these states because these states’ legislatures
had shown a willingness to allow the return of Air Program responsibilities
to EPA if they were forced to contribute a greater percentage match. From -
EPA’s past experience it is clear that the cost of Federal administration
of a stateZ%OS air program is 51gn1f1cantly more expensive 1f a state were
to do it.. . .

-~ - In FY 1986, analysis showed that perhaps $1.0 to 1.5 million in grants
was awarded above the 60% level (not including the 1/2 of 1% states). This
represented about 1% to 1 and 1/2% of the total natlonal approprlatlon (see
Figure 30).. _

A number of factors, both objective and subjective, have caused the
evolution of different grantee funding shares in different parts of the
country (see Figure 31). Further, a number of Regional. Offices and
grantees have argued that because the Air Program is a continually
evolving envirormental program with new initiatives added each-year,

it is impossible to differentiate maintenance versus planning or

development expenditures.23 Nevertheless, it is the preference of the
majority of the Regional Offices to not fund grantees at more than a 60°
Federal contribution regardless of the status of the act1v1ty Natlonally,
the majority state and local agencies have been assuming only a slightly
greater percentage share of the financial burden of their 105 Air Program
as the amount of available Federal grant funds has remained stable.

22. See Chapter 8 of the "State and Local Air Program Resources Study";
CPMD; June. 1985 '

23. Past (AR policy has stated that the dynamic nature of a continuing air
* pollution control program has precluded any practical differentiation
between development and maintenance activities and hence different
funding percentages. See August 31,1984 mamorandum from Jerry Emison
to John Hidinger. ' : ' '
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Figure 30
Listing of Agencies Receiving .
Above 60% Federal Share - FY 1986 - ‘ =

Region Agency : % Federal Share. 60% Level ($000s)
I . Massachusetts . 67 '. 297" -
-~ Rhode Island 69 76 _ - v
+ New Hampshire . 68 . - 71 :
Vermont* 70 68
vL Oklahoma . 63 - .70
vVIT Towa - . 74 : - 149
Polk Co,, Iowa 65 6
Kansas 74 131
Kansas City**x 75 : . 43
Topeka, Kansas 66 - ‘5
Wichita, Kansas - 69. ' 14
Missouri** 73 375
Nebraska** - 68 : 63
VIII Montana*- 63 : 32
Nortl -Dakota_*“ . 75 N 93
South Dakota* 74 : 61 :
Utah | 70 - 181 - ~ !
X Guam* . 63' - 3
X : Idaho - . 75 ' 134
"Subtotal Funding Above 50% Level . $1,872 (in $000)

Total Minus 1/2 of 1% Recipients $1,675 (in $000)
* Denotes 1/2 of 1% recipient for that vear. -
** puring FY 1987 and FY 1988 actions were taken to raise both Missouri'’s :
and Nebraska's non-Federal percentage contributions. These are now
53% and 60% respectively.

*** Kansas City is an interstate agency pursuant to Section 106 and may x
receive up to 75% Federal support. - z-

Most Regions have already taken action to correct apparent inequities
by requesting that several of their affected states increase their contri- .
bution. OAR is working with the Regions to address the remaining few low
match agencies.
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R rent iture _

: Varying interpretations and the lack of documentation on non-recurrent
expenditures, have contributed to MOE difficulties. Briefly, 40 CFR 35.105
defines recurrent expenditures as those expenses associated with the acti- <+
vities of a continuing environmental program. A grantee’s Section 105
grant,_approved by EPA, constitutes.such a program. All expenditures,
except those' for equipment purchases with a unit acquisition cost of"$5,000
_or more, are considered recurrent, uniless. justified by the applicant as
unique and approved as such by the Regional Administrator, in the assis-.
tance award. Conversely, a non-recurrent expenditure, while not expli-
citly defined by the statute or grant regulations, may be seen as: (a) any
eqlnprmt purchase costing $5,000 or more, or (b) any expenditure approved
as unique by EPA in the assistance award.

While most Regions adhere to a strict interpretation of 40 CFR 35.105,
the dollar limit it imposes may be outdated depending upon the item and
the grantee’s situation. Owing to the nature of MOE computations, and
depending upon the specific circumstances, costs incorrectly labeled
recurrent Oor non-recurrent can knowingly or unknowingly work to the
advantage or disadvantage of the recipient. Also while some expenditures
may recur annually their amount may vary from year- to year - such as program - -
revenue, supplemental awards, or local agency matching appropriations).
Alternatively, some expenditures may also recur periodically but still
quite predictably (certain equipment purchase or contracts, for example).

Given an outdated and unspecific definition, the Regions have relied
upon the discretionary aspect of the requlation to cover all of the
" permutations that might occur. This has engendered some inconsistency
across the country, particularly in the area of "unique" nonrecurrent

expenditures.

Unique Non—-recurrent itures

Several areas of concern remain over what is a non-recurrent .

expenditure. The Regional Offices exercise some' judgement and flexibi: llty
in determining what constitutes a unique expense. While some nationwide
inconsistency has resulted nationwide, the Regional Offices’ actions
generally reflect a pragmatic approach to dealing with an area where there- ‘ :
. is little guidance and which is subject to broad interpretation. Examples

of what Regional Offices have allowed as unique expenditures, and hence not-
subject to the definition of recurrent expenses, and not included in the . 3
MOE computatlon are: ' .

o Unique, one-time contract efforts (i.e. , Special research funds)




i

" tiate recurrent equipinent expenditures from non-recurrent equipment

> -99-.

o One-time, supplemental funds glven to a rec1plent by 1ts
leglslature for spec1al purposes; ,

o Funds contrlbuted by the recipient in-order i?-é, receive matching.
-one-time supplemental  EPA funds (i.e., state acid deposition work) ;

o Funds for special studles not lastlng over three years 1n duratlon '
(e.qg.,. targeted air toxics monitoring); :

o Funds contributed from local pass-through agencies.or- sub—grantees
where: (a) their level may vary annually; or (b) there is an
uncertainty as to their continuing availability. In these cases )
these agencies are treated as contractors by the grantee and it'is
assumed their contributions have never been 1nc1udec1 as part of
the grantee’s MJE ‘ '

Additional 1n31ght ‘on the 1nterpretat10n of unlque expenses has been
provided by the staff of the Office of the Regional Counsel (ORC) in
Region IX. In an opinion issued to the Regional Office IX Grants .
Management Section on February 17;- 1988 the. ORG reconmended that unique
non-recurrent expendltures be 1nterpreted to mean: "those specifically
identified expenses, such as those identified.with a task, a contract, or
an activity, that would not reasonably be expected to recur in the fore—
seeable future, taking into account the envuomnent 1n whlch the entity
operates. n24

This opinion also does$ not- appear to conflict with any of the current.
allowances for unique non-recurrent expenditure listed above. Therefore,
OAR has recommended that the Regions follow this 1nterpretat10n of unique
non-recurrent expenditures until any appllcable changes to the statute or
the grant regulations are made. The guidance also reiterates that all
grantees should differentiate their recurrent and non-recurrent expendi-
tures at the outset in their assistance applications. This- can be done on
line 23, (Remarks) of EPA form 5700-33, Part IV, of ‘the program narrative
portion of the assistance application, or on an accompanymg separate '
sheet.

Nonr rent F i t_Costs
Another area of concern involved the $5,000 ceiling used to differen-
expenditures. This differentiation was included as part of the 1982

revised grant regulatzons (40 CFR 35) and raised the original level from
$2,500 to reflect an increase in costs from 1974. : -~

24. See "Section 105 Air Audits"; Region IX, ORC to Region IX Grants
Management Section; February 17, 1988. '
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Some Regional Offices indicated that this ceiling needs to be revised
again, perhaps to at least a $10,000 level, or revised periodically, to
reflect the impact of inflation. For example, a review of EPA's 1987
estimate of the updated costs of monitoring équipment revealed that unit
. acquisition costs for most criteria pollutant samplers are well over
$5,000. The annual capital costs of monitoring approximate $10,000 (using
a-five year-life expectancy), and total annual operating expenses in some-
cases. reach beyond.S$15,,000.29 '

~ Other Regional Offices and their grantees have grown accustomed to
the current limit and would find its modification problematic. Certain
grantees have also found themselves in situations where a raised cost
ceiling would move some expenses from the non-recurrent to the recurrent
category thereby artificially raising their MOE level. - These expenses
might also recur regqularly (e.qg., replacement of monitoring equipment
every five years) but not annually and thereby cause fluctuations in the
recipient’s MOE level.

Other . grantees have used the same situation to argue that certain
equipment costs, even though -they are over $5,000, recur regularly and, as
a recwrrent -expense, need to be counted towards their MOE. Rec1p1ents in
this situation have planned out their- future budgets. to, incorporate these
equipment costs.or endeavor to maintain:-a MOE level wmch would otherw1se~
decline if these costs were not included.

Given the variety and complexity of grantee situations that could be
altered by a change to the equipment expense ceiling, OAR guidance directs
that the current $5,000 limit be retained until the appropriateness of the
of the regulation’s dollar limitation and the categorization of certain
equipment costs can be reassessed and revised, if necessary., by OAR and

_ Overall, the ARS interviews found that virtually every Region had
strengthened its current procedures for identifying and verifying their

grantee’s non-recurrent expenditures, and had taken steps to reacquaint
their grantees with the requirements. )

Nonselective R tio

Section 105(a) of the CAA states that a grantee’s non-Federal,
recurrent effort level may not decrease from a previous year's level unless
the Administrator determines that a reduction in expenditures is attri-
butable tO0 a non-selective reduction in expenditures in the programs of

25. See "Cost of Ambient Monitoring for Criteria Pollutants"; November 6,
1987; Monitoring and Data Analysis Division (CQRAQPS).

"
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all executive branch agencies of the applicable unit of govermment. The
explanation for this section of the statute has left much room for inter-
pretation, however. Difficulties with deflmng_what is a selective versus

a non-selective reduction (and its concomitant impact on the MOE)} have been
underscored by the impact of the Granm—Rudnan—Hollmgs initiative and other .
economic forces.

The purported purpose of this provision is to allow an exemption or .
waiver from the MOE requirement for a state or mmicipality faced with
severe economic hardship or fiscal insolvency. The earlier referenced
February 17, 1988, Region IX ORC opinion provided an articulate and
thorough dlscussmn of the hzstory of this prov151on and Congress1onal
intent. -

The ORC staff found that for an air program réduction to be considered

" non-selective at least three tests need to be met: (1) the Air Program

itself must not have been singled out for a cut; (2) many other types of
agencies (and personnel) - involved in the provision of basic municipal
services should also have been cut; and (3) the cuts must be made as
economy measures. Once a legitimate non-selective reduction has been
agreed to, the grantee'’s revised contribution. level. becomes the accepted

While several states with largely petroleum or agriculturally based °
economies were believed to be potential candidates for non-selective
reduction, a survey of the Regional Offices indicated only a handful of
such situations had ever occurred and that none were imminent. The

'Regional Offices generally agreed with the interpretation provided by the .

Region IX ORC. OAR and GAD endorsed the ORC’s opinion and indicated that

it should be referenced. for guidance on non-selective reduction issues in
the future until the statute or regulations are modified. The only
additional observation was that those grantees, who .face a prospective
non-selective reduction situation, should notify .EPA as soon as possible,
preceding or during the grant. award penod and not after it closes, so that
timely adJusmem:s can be made. . . . ’

‘State Contributions to Local Agencies

Over the last several years Regional Offices have sought ways to
increase their productivity, and have found it advantageous to consolidate
the number of grantees with which they must deal. Consequently, some
Regional Offices now award direct grants only to the states, -Indian Trlbes,,
and the larger local agencies. .

~

For the remainirig smaller local agencies; several Regional Offices
have developed a pass-through policy whereby state agencies are primarily
responsible for: (a) the overall coordination and integration of these -
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agencies’ work plans and requests for Section 105 assistance with that of
the state, and (b) program oversight for these agencies. States now "pass
through" Section 105 funds and the state support to these agencies to carry
out approved Section 105 work plan activity that the State would do:in the
absence of these ‘agencies. These agencies may also be doing work parti- :
cular to their own needs and interest. Section 105 funds cannot be used to

.Support such activity and states are asked to provide assurances that pass-

through agenc1es (PTAs) will not use Section 105 funds to supplant 1ocal
funds. )

while consolidation of grantees has lessened the Regional Offices’
administrative workload, it has resulted in different Regional Office
applications of the MOE requirements in situations involving local PIAs.
Normally a state agency'’s contribution to a PIA, for the express purpose of
carrying out an approved Section. 105 work plan activity, counts towards the .
state’s MOE level. State agencies with local PTAs generally do not include
the funds contributed by these agencies as part of the state agency'’s MOE.
This is because funding supplied-by local agency sources can be highly
variable and the state cannot guarantee its level or continuation.

The above situation assumes that the state!s contribution to its
PIA(s) is uniform and does not complicate the state’s ability to maintain
its MOE. In.situations involving a PTA whose annual contribution level may
vary and where the state covers the PIA’s 105 shortfall, difficulties in
managing the MOE baseline can occur. States have reacted to this situation
in two ways: (1) appropriations to the state agency and to the PTA through
the state agency have been treated as two separate appropriations, or (2)
the state has not included its support to the PIAS or any of the PTAS’
fundsaspartof 1tslVDE N

Variable PTA fundlng can be a problem and several states have
attempted to avoid complications by certifying to EPA that if the PTA is no
longer able to accomplish the required Section 105 activity, then the state
will assume the responsibility. Nevertheless, EPA concluded that a state
should include in its MOE any funds it contributes directly to support an
approved Section 105 workplan activity — an activity that the state would
otherwise carry out in the absence of the PTA.. .

A state should establish with its PTAs the amount these agencies are
going to receive to carry out the 105 activities in the state’s approved
continuing Section 105 program each year. This state support to its PIA’s
then becomes part of the state’s MOE. A state need not include PTA con- .
tributed funding as part of the state’s MOE. However, if the state does '
include in its MOE level those funds that a PIA contributes, then the state
must continue to 1nc1ude those PTA funds and must maintain the appropridte
MOE level,
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fiscal year is submitted. The gquidance instructs that awards for subse—
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Qrantee Certif 1cat10n of thg Mamtenance of Effort

Some Reglons suggested that muc:h of the d1ff1cu1ty with the MOE™
requirement could be avoided if EPA simply required the grantee’s cer——‘
tifying representative (e.g., the agency's coxnn1531oner) at the time of .
the application for assistance, to ¢learly" delineate the MOE level and .
certify that.the grantee was meeting it. Certification should. assure that
the Federal funds being applied for would not supplant available state
and/or local funds. This certification would be-similar to that done for
Procurement System Certification (EPA form- 5700—48) and would c:onsequently
be taken more seriously by the grantee ‘ .

Few Regional -Offices reported grantees who explicitly identified and
certified the1r MDE as part of their appncatlons However, a majority of
the Regional Offices are now requesting this in light of ‘the OIG audit
findings. A Accordingly, a MOE Certification sign—off form is under develop-
ment for future use by 105 recipients. Grant recipients: always have an
obligation to delineate their MOE level and assure that the MDE require-

.ments are met.

EFA Ver1f1¢ation of the Ma intenance of Effort

As noted earlier, in order for.a grantee to continue to receive
financial assistance it must maintain or exceed its MOE level each
successive year. A grantee’s MOE level should be delineated up front in
its upcoming year’s assistance agreement and verified by the Regional
Office through a comparison with the grantee’s previous year MOE level
documented in that year’'s final Financial Status Report (FSR). Final =
FSRs, with some exceptlons are due no later than 90 days after the close o
of the grant perlod

'Ithe complication in verification is that an award for an upcoming
fiscal year must usually be made several months prior to the receipt of
the completed year’s final, closed—out FSR. S0 as not to jeopardize the - -
solvency of a grantees’ operations, a Region.may have to award a grant on-.
the basis of preliminary financial data. A complete assurance that the MOE °
has actually been met, cannot usually occur until the RO receives the
previous year's final FSR - usually alreagdy months into the new award

year.

To overcome this dilemma, the gquidance directs that preliminary MOE
verification should compare the level of recurrent funds in the upcoming’
year'’s grant appllcatlon to that of the most recent award year'’s. level |
for which complete expenditure data is available from a closed-out, f inal
FSR. The official MOE verification for the 'upcoming year’ (already
underway} then occurs when the final, closed-out FSR for the just completed

quent fiscal years not be made until a final, official verification occurs.
This should assure that no time lag or gaps remain.
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For example, a Region normally should reéceive a final FY 1989 grant
application by September of 1988. At that time, for preliminary FY 1989 : v
verification, the Region is to compare the prospective.FY 1989 MOE level
_to the approved MOE level contained in the final FY 1987 FSR and the :
FY 1988 MOE amount projected in the FY 1988 assistance agreanent. ' ‘ S

The Region normally should receive t.he final FY 1988 FSR no later than
90 days after the close!of the FY 1988. grant penod or in this case, by-
January ‘1, 11989, When the final FY 1988 FSR 1s subnltted and c:losed out
its MOE 1evel can be compared to: . :

’(a) The FY 1987 MOE for final FY 1988 IVDE ver1f1cat10n, and

(b) . The MOE amount prOJected in the FY 1989 assistance agreement for
official verification of the projected FY 1989 MOE level.
.However,. final verification of the FY 1989 MDE level does 1ot -
occur until a final closed out FY 1989 FSR has been approved.

Adequacy of Programmatic and Fiscal OQversight

The OIG was critical of certain aspects of some.Regions' approaches to.
overseeing, evaluating and. rectifying their grantees’ progranmtlc ang.
fiscal performance.

Regarding the evaluation of programmatic performance, we noted earlier'
that the 0IG audits were conducted prior to the institution of the Admini-
strator’s PBAP. In addition to placing renewed emphasis on negotiating
realistic, measurable commitments and outputs between EPA and its grantees,
the PBAP outlines additional steps EPA should take in evaluating and, if
necessary, rectifying recipient performance.

The Air Resources Study interviews determined that all Regions had
bolstered their oversight and evaluation functions as a result of the PBAP
and the OIG audits. Many indicated that the PBAP simply reinforced their
current approach. Virtually all Regions were using the mechanisms outlined
by the PBAP for the correction of grantee performance including the incre-.
mental release for funds. Not all Regions, however, embraced the specific
approach for programmatic evaluation recommended by the PRAP,

OAR has further clarified and bolstered the programmatic oversight and
evaluation aspects of the PBAP with issuance of two additional guidarnce
documents to the Regions and program offices: "Procedures for Withholding s
Grants Funds," June 19, 1987 and, (2) "Procedures for Resolving Grant .-
Negotiation Issues," Decamber 1, 1987. :
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Need for Annual On-Site Evaluation

The OIG referenced the PBAP’s objective of having every grantee .
undergo an annual on-Site evaluation. All but two Regions performed such
evaluations and those that did not were the Regions which contained the
greatest number of grantees (including local agencies). These Regions were
severely constrained by the lack of resources available for evaluation.

Each of these Region’s approaches in evaluating grantee performance
was examined to assess their adequacy. In one Region it was determined .-
that, though a formal annmual on-site visit was not performed, the Region’s
oversight of: its grantees was probably more rigorous than many Regions
which did conduct an -annual on-site evaluation. Therefore, an anmual
on-site evaluation, does not in of itself, ensure adequate oversight.
Rather, the entire approach of a Region must be examined. One other Region
has redirected its resources to begin annual on-site evaluation of all its
grantees. While each Region is in the best position to judge evaluation
needs, an annual on-site visit, while highly desirable, may not be
necessary for each grantee depending upon the grantee’s overail annual
performance. However, it is sound management practice to follow current
guidance and conduct annual on-site 105- evaluations with each grantee.
Several Regxons have requested furt.her guldance on or modification of this

policy.

. Region-wide adOption of computer based tracking and ev'aluation systems
- of grantee work plan and overall program performance has proven popular.

. At least half the Regions have instituted, or will have instituted, such a -
system by the end of FY 1988. Additionally, all Regions evaluate grantee
work plan progress  quarterly, with more frequent reporting requirements
required by partlc:ular program offices. Cost information from the survey.
of state and local agency 0perat1ons noted earlier, may supply further
data and information that can improve oversight of activities and grantee
- performance and facilitate 1dent1f1cat10n of where corrective action nay be
necessary : . : '

Ad of Fiscal Trackir oversight

The OIG audits found instances where the grantee'’s MDE level could not
be verified because of: (a) the untimely submission of a financial status
~report by a grantee; (b} the submission of an incomplete or inadequate FSR;
(c) inadequate Regional Office procedures to verify FSRs; or (d) the
inadequacy of the form itself in providing the needed information.

Virtually every Reglon mcludmg those not audited, has strengthened
its FSR practices and procedures and has clarified FSR and MOE require-
ments with its grantees. Only one Region reported that it was still
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having difficulty receiving timely FSRs. Several Regions indicated that
they had negotiated grant conditions whereby funding would be withheld
until a timely and complete FSR sulmission was received from the grantee.
However, of those grantees mtennewed v1rtually all were submitting more
timely, canpleted FSRs

However, there is still inconsistency in the degree of information - - y
received on the grantees’ FSRs because of the latitude afforded by the
current wording of the regulation. The OIG requested that the Regional
Offices”collect more detailed expenditure information on the FSR. OAR has
requested, as some Regional Offices now do, the collection of financial
data by object class on a grantees’s final FSR by each Region. Wwhile a-
recently revised OB Circular A-102 indicates that Federal agencies shall
not requlre object class information to be reported on the FSR, Federal
agencies are still allowed to request information, as may be necessary, to
assure the integrity of the management of the grant. In any regard, it is
CAR’s intent to pursue the develdpment of an automated grants information
and status tracking system for the future.

Adequate Financial Review

The OIG noted that the Regional Offices should conduct periodic
limited financial reviews to ensure sound grants program management.
Unfortunately,- the 0IG did not detail what constitutes an adequate limited
financial review. The appropriate role and responsibilities of:'a Region
versus the OIG in conducting audits has not been made clear.

Many of the Regional Offices conduct some form of limited financial-
review of their grantees but the scope and extent of these reviews varies
among the 'Regions. One Region conducts in~-depth training sessions for its
state agencies’® financial officers to aid them in properly administering
EPA's assistance programs. Some Regions have hired additiondl staff with
accounting and auditing expertise in order to bolster the adequacy of their -
grantee reviews, Generally, however, the Regions do not have the resources -
or expertise to conduct a financial review on the scale of the OIG audits.’
One 'inpediment is the Regions’ concern for their liability should their
financial review fail to uncover inappropriate use of grant funds by the
_ recipient. .

For any MOE certification and verification to be truly meaningful,
however, periodic grantor oversight and auditing are necessary. GAD has
noted that while verification of the MOE may appear to be a rather simple
exercise there are still several compllcatlng factors: :

-

0 Grantees'’ assistance applications and FSRs often do not dlsplay the z-
pro;;ected and final MOEs respectively; :
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o Interpretations of recurrent/non-recurrent costs have varied among
.Regional Offices in part due.to a 1ack of guidance and training
materials;

o Reglonal Offlces are reluctant to questlon state 0ff1c1als’
_cert1f1cat10ns~ : :

o FSR amounts are not absolutely verifiable without a detailed
financial review. :

Short of conducting a detailed financial review or audit, the Regional
Offices have employed various methods to check and assure that the MOE 1s
met. For example, some Regional Offices: _

o Have each grant carry a .specml condition delineating the MOE and
‘an assurance it will be met;

b - Give grantees a worksheet to calculate the MOE;

0 Require grantees to list all equipment purchase over $5 000;

O Use a checklist to review the FSR and MIE;

.0 ‘Use a grantee’s application déta, to calculate a prospective MJE' ;

o Direct their grantees by letter to report all nonrecurrent COsts
and record their MOE on the FSR; and

o Do not approve an FSR as final unt11 all unliquidated obligations
. are resolved.

As noted by GAD, current Regional procedures for conducting limited
financial reviews include: mid and end-of-year reviews of letters of
credit, obligations, accounting systems and recurrent expenditures; joint
program and grants staff grantee site visits; joint intermal staff meetings

on grantee status; and tracking and resolution of unliquidated obligations.

Limited financial review is a topic for further discussion between
OAR, GAD, OGC and the Regional Offices. This matter must be resolved with
the OIG so that clear guidance can be prov1ded to the Regional Offices on:
(a) what constitutes a limited financial review; and (b) what audit
resources and procedures can be used for verification of grantee financial
integrity.
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CHAPTER 6

THE, FUTX m OF THE_SECTION 105 AIR PROGRAM

The precedmg chapters have descrlbed the Section 105 program'’s
% history, accomplishments and process, and crltlcally reviewed its program—
matic and fiscal aspects. This chapter examines major issues af.fectmg the
continued effectlveness of, and support for, Section 105 air program
activity at the state and local level.. New strategles and modlflcatlons to
the current: approach to managing the program are suggested However, the
chapter also looks beyond remedial management concerns to pose funda-
mental questlons and offer varying perspectwes on the future of the
‘Section 105 air program - its needs, p0551b1e sources of financial support
relative 1ntergovenmxental responsmllltles and a,pproprlate focus.

Future Resource Needs

Paramount to -any dlscussmn of the future of the Sectlon 105 program
is the question’ of- future resource needs. EPA and state and local agencies,
will necessarlly have to look beyond the provisions of the Section 105
program in .order to respond to the air pollution control needs of the
1990s. Given the current trend in-Section 105 support levels, even with
-modest increases, it is unrealistic to. expect that the air grant program.
could meet the. pr03ec:ted resource demands of anergmg problem areas w1t_hout
-a SIgnlflcant 1n.fu510n of funds from addltlonal sources.

i

E‘stlmates of Need

CAR has undertaken Several efforts to estlmate the llkely future’
funding demands of the Air Program, both on EPA and on state and local
agencies. Using OAQPS’ Air Pollution Control Strategy Resource Estimator

Model (APCSRE), EPA has- estimated that approxmately 8000 work years are
currently expended by state and local agencies on Section 105 activities
annually. Assuming that every base and priority activity presently llsted
in the model would need to be carried out, the model estimates the demand
for resources at the state and local level could rise to between 10,200 to
12,000 work years - a 25-to 50% increase over current levels. The .
increased activities cover implementation plan development, requlation ]
development, enforcement and compliance, admlmstratlve and planning costs

B etc.

' The resource model estimate only covers those activities currently.

- " defined as part of the Section 105 program. In cooperatlon with several
other offices, OAR conducted a preliminary analysis of the resource impacts
on EPA Headquarters, Regional Offices and state and local agencies of
Senator George Mitchell's CAA Reauthorization Bill - S. 1894. While other
legislation was offered during the 100th Congress, S. 1894 was analyzed
because it was the most comprehensive proposal which might

]
I
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demand the expenditure of resources at the state and local level. The .
Bill’'s five titles covered: a more extensive ozone and carbon monoxide
control program; an acid deposition control and ¢lean coal technology
program; expanded control of motor vehicles and motor vehicle fuels;
control of air emissions from municipal waste incineration; accelerated
revision and expansion of national ambient air.quality standards..
_developnent and the development and-implementation of a control program
for hazardous. air pollutants (see Figure 32). Areas such.as. indoor air
pollution and radon were not included.. : -

: The results of th1s analy515 are qulte preliminary. The analysis was
conducted by the program offices and may not completely reflect the .
financial needs of the Regional Offices and the grant recipients. Resource
demands can be expected to shift to the Regions and to state and local
agencies in the latter years. Only the first five years following
enactment are considered. This analysis also focuses on.estimated resouwrce
demands in the areas of personnel ‘and contract costs. It does not reflect
a conplete assessment of: expected increases due to the impact of
inflation; the costs attributable to administrative overhead, land and
fac111t1es costs; and growth in employee. compensatlon and benefits, etc.

) Nevertheless a preliminary estimate of the projected incremental five
year resource demand of these expanded and new program areas-on EFA program
offices, Reglonal Offices and state and local grantees shows a.significant,
increase in overall resource needs. These preliminary -estimates have just
recently been reviewed by thHe Acting Assistant Administrator and additional
resource projections will be necessary in order to apply this data and
information to new CAMA proposals currently being considered by Congress.

Demands on Air Program Resources From Other Media - S

. Over the last six years there has been a growing recognition of the
interrelatedness of hazardous pollutants across the various envirormental
media. We have found that our pollution abatement efforts in one medium
may also transfer pollution to another medium. There is an increased need
for a better understanding and a more sophisticated approach to dealing.
with complex cross-media problems. As a result it is imperative that a
more structured integration occur of air expertise and support with other 5
media programs which deal with hazardous air pollutants.

This need obviously has implications on air resources. Major media
program areas with potentially demanding resource impacts on air include:
(a) Superfund assessment and cleanup; (b) Resource Conservation and : 2
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Flgure 32
FIVE TITLES of S. 1894

| ] T
NONATTAINMENT - _ACID ~
PROVISIONS DEPOSITION | - )
m v Vv
'MOBILE SOURCES o , AR
MUNICIPAL WASTE NAAQS 1| TOxics
COMBUSTION . . :

Recovery including treatment, storage and disposal facilities for hazardous
wastes (TSDFS) as well as air emissions from publically-owned waste
treatment works (POIWS) and (c) emergency response and toxic episodic
releases. ' ‘

With the exception of certain Superfund support activity for the
Regional Offices beginning in FY 1987, neither the Regional -Air Programs
nor state and local 105 recipients have received any type of compensation
or financial assistance for other media program support activity.
Furthermore the Air Program has not done an overall analysis of likely"
demands on its resources or those of state and local agencies due to other
media programs or problems. However, one Region has done a preliminary

“analysis of workload factor estimates related to four other program

. activity areas (see Figure 33). 27 fhis analysis indicates that current
demands -are likely to be modest but have the. potential to rlse notlceably
as activity in these other media areas expands. -

]

26. See "Superfund Resource Utilization;" Wm. A. Spratlin to T. Maslany;
June 13, 1988; (a preliminary estimate). Also see the FY 1989 =
Operatmg Guldance for a discussion of the.use of Superfund resources ’
for air support work.

27. From "Media Integration Air Programs Workgroup;" Region III; May 1984.
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Figure 33 '

Workload Factor Estimates for Selected Other »
Media Program Activities Which Have Air Impacts (1984)

Workload Factor (Work week/event) .
Super fund A

Dup site Investigation - i
Remédial Investigation 5
(Work Plan) . (1
{Field Work) : (4.
Feasibility Study - , - 1
Mitigation/Evacuation Plans ‘ 2
Immediate Ramoval 2

Resource Conservation and Recoizeg{_

Review Hazardous Waste Incinerator Design
(Delegated/Non—delegated Program) (4.0/.5)
Determine Concentrations of Hazardous Air
Constituents for Exemption Requests ‘ . 4.0
Review State Incinerator Regulations , 1.0
‘Identify Other Potential RCRA Sources:

Requiring Permits or Permit Changes .5
Review Impact of Land Disposal of Hazardous Wastes o
(Delegated/Nondelegated) (4.0/.2) (modeled)
Fmergency Resm-@e |

Field Activity 2
Obtain Meteorological Data ) 1
Modeling . N 0.
Concentration Predictions 0

Other Air Support Work:

Access Combustion Sources/National Dioxin Strategy - 4.0 modeling/
: 1.3 general =
- Respond to Information and Assistance Requests .25

Inmprove Air Emissions Data Base .1
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Rmdgg'rhe Future . ',‘

What strategic approach should be taken by EPA and state and local
agencies to carry out .current and additional ant1c1pated air pollution .
control responsibilities given a 51gn1f1cant shortfall in the level of
resources. necessary?. The existing ‘approach practiced by EPA and grant
recipients over the last five years has been to contimue the perlodlc

" restructuring.of- program priorities (i.e., the current disinvestments

approach). Retammg the disinvestments approach assumes that Section 105
funding will remain stable or decrease (in real and inflation-adjusted

dollars) and that more t.han Just marginal increases in both the non—Federal .

and Federal sectors w111 not be fort:hcommg

¥

Restructurlm Prgram Pr10r1t1es :

Over the last: several years, '_EPA and state and local agencies have-
been faced with a contimuing ‘dilemma of funding an increasing mumber of
priority problems while valuable resources have either remained stable or
declined. EPA and STAPPA-ALAPCO agreed to institute a dlsmvestments
approach where additional work, and increased operatmg costs, were to be
offset by increased funds or the dlsmvestment of certain activities..
However, as we have prevmusly noted, the easuest dlslnvestments have

.already been obtained.

'The Regions have indicated that no uniform list of disinvestment
activities nor ‘list of required activities can adequately address the
disinvestment problem given the complexities of varying grantee negotia-
tions.28 Recognizing this, Headquarters' current approach is to identify a -
minimuon number of required national activities and allow maximum Regional.
and state and 10cal flexibility in the selection of the rest of the
activities in order to optimize the efforts of thelr respective air

programs..

"All parties 1nvolved however, have shown a reluctance to disinvest
from activities required by the CAA Regions have indicated that further

. disinvestments cammot necessarily assure the adequate protection of public

health in all areas. During the ARS interviews' each -Region was -
requested to identify: (a) areas of total and partial divestiture; (b)
areas where only a margmal level of effort was able to be expended; and

28. See "Minutes - Air Branch Chiefs Meetmg of May 13-15, 1987 e
Carl Walter to Alr Brancn Chiefs; June.13, 1987.
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(c) those activities considered to be outside the purview of Section 105
(see Figure 34). Virtually no Region indicated it had. campletely divested
required activity. . However, all Regions expressed concern that further _
cutbacks could be or were already 3eopard121ng the integrity of air program
operations. Partially disinvested areas that were particularly noted as . B
being deleterious included the decline in: the overall.frequency and . '
quality of field enforcement and oversight; training, contract support and

technical assistance.to.grantees; attention to preventive.or maintenance-

strategies (like new source review, etc.); and infrastructure activities.

like emission inventory upkeep and ambient monitoring. 29 No respondent has.

beén able to Spec1f1cally quantify the threshold at which further reduc-.

tions in the air program infrastructure will cause a complete unraveling of

the overall program's ability to assure adequate protection of the public

health. However, several Redions indicated they would not be able to ,

absorb an. additional 5% reduction or redistribution of their funds without
sacrificing the integrity of their grantees'’ operatlons and.their ability

to meet EPA requirements.

Another complicating concern has been the continued growth of air .
program activity outside the purview of the Section 105 program. This has
occurred because of the followmg factors or combination of factors: (a)
contimied disinvestment by EPA in 1ess problematic program areas each year
in favor of more immediate, high priority activities with grantees re-:
taining some degree of continuing responsibility; (b) grantees initiating
activity in emerging program areas where there is yet to be a clear Federal
mandate or where there is little or no dedicated or.reliable Federal
funding; (c) certain state and local agencies being able to rely upon
sources of funding other than Section 105 funds to support their activi- .
ties; and (d) grantees desiring greater autonomy in their program
operations and not wishing to raise their maintenance of effort level,
thereby subjecting more of their funds to Federal concerns at the expense
of their own .

Non-105 air program act1v1ty has raised some ticklish issues. From a
positive standpoint, it signals state and local initiative in the absence .
of federal direction and support. However, the OIG has also questioned
whether this means grantees are supplanting the use of their funds with
Section 105 funds. Grantees would challenge this interpretation as
treading upon state and local prerogatives and priorities. No one really
knows the degree of expenditures on air program activity outside the 105

L1}

29. See Regional Responses to "Information Needed to Complete the Air .
Resources Study and Headquarters® Response to the OIG's Section 105 .
Audits," OPMD to Air Branch Cmefs March 25, 1988.




1

o o = S A Y D e e S G . e P et B S e e S s WD v Ui S0 T 900 AT G e e T A W O S e

A.Hil‘lﬂnt- 3NV SITN00IRUO gb FSML $1384 COWRD

' ' t 1 ' t ' 1 ONINOLINOM | v 1
' ] t ' SIVWINOD L’ I SONUASISSY ! I ONNJNAINS | | H
' ] 1 1 1SN0 NN | ! VaIN/81IV | ' ) ] '
' ' ' 1 ONINSNE00ON | 1 ' ' ALINIAIN ' '
) t ' ' ' IOMINENG NDJO | ] VN8IV ¢ t t
. ' sS3%3 ' 1 -SOINOA MIV | . ' . ] L \ ' 1
SHNEO0NS | 110834 ) ' I ONIONTIINE | MORATSOSNO |  ONINEJNNG | ' ONITNUMN | 1 '
ITAVEINIO ¢ ADNING ' I ONINOAXNOW | onuc.. ~1200 1§ 1 2NUINN0D 1 | 1
Y RE ' . ' 504U | ) 1 : | ! 4
II0 ONY | <41 ¢ <O | 3000 ? WIS | NIV WOOOMIL .»..o-uxu 20N .| ONINOLINOM 1 ’ ! '
oNININE | ANFUE | WYEO0ML | - TENOSSIWN 1 ' IAIN0US ¢ ) SOIINDL W1V ¢ . ) '
01814 1§ ~40T3INI0 IOOMIS ¢t $.010 JO | ONINOLIMOM BENOJSIN IOWNOHS AORIS | 1 3400198 | 1 UNNO0Nd SIT BiL)
1 ADMIND | SOASIASY | NOLIAJIIXD | 481 WS | AINIOWIUS | «3802. | SVS AS | ' I AMBML  N0Nd SIINTG
TANOdINS 1 JO SAOM4NT 1| . . | SJUM | ' ' 1 1N0 O31IN4S 1§ SHIONAS |-3JN0INE O | ATWER 1IN
~dV13S WASYOD | ONINSNG ) -934 H1IN 1 O % ¥ STINS | S3I%04 ¥ oNTI¥os ANTIT INSWNIMIT ZOS 1 ONINOL INOMK ) AN 1410A01
O3MIALS |  /BYOHS AN | ~go0n | 4 08 NI § 3ATiUNESLW 1 BIY SO0 1  ~-INOU 4S5 § ~IV4ME 20N ) /JNOIANSO40 ) SOINOL AIVE WU NI
~MOD 3ud | ' I IDNINANII0 | - I NOLIVINUY | 1 3NV 3SINA 101I0¥ W12348 | ' V0 GINTEING W
SHYBO0NS UNOZINW INOLTLISOJINO | WOrWH ¥ | ISNOISEY 10 ONEALINNDG ) ALINZION | BIINIS IunS ¢ 1 ¢SSV NOTLAL Ol SHOTW o3 BiL§
N/g " NI N/T-0 OIN | ATNNIY I0M |  AONIOUIMD “ ‘ONI¥0 L INOW “ SHINOL WIV " 408 ST 0¥ 1 Ix 30WIS " 180430 nuu..“ HOIWM S3LA -a.b.“
s L Y | t . - LR LR PR R R Y |
1 $ 1 AJUNDIOY | ‘ ] B | . ) [} ] '
] -t ] oM1¥01 | ' t t  SI0IWONVS o ' ] '
8 ' I -INON OTud | ' t I ONY S¥A %04 | . 1 1 '
' ' I ' ! 1 ISNYI4 <CO>EET | SITNOINIANE ¢ ' '
' © 1S31034WVILS ) vIsa ¢} ' ! ] ] NOISSIND | ' ]
' 1 WUINGD | HLIN NOTIUN | ] ¥ 1. SEWED | . JO 2INO4N | ! 1
t 13ATAN3INIWd | -1I0H00D QN | ] -t 1 04 1¥04dns ¢ ' ' t
.S33ULS | ) I SNOLIDAJSSNE | - N - I O WIINMOAL | IIVUINSSY | | '
OS¢ t S8 01 1 $015305¥ | SHAINDY | [ 1 9 INWEINGD | ALTWNO W/X | ] '
NI SNOX4 | IZONVISISSY | ' A1uu3d | 1 -1+ ‘owmINival | _ | STISIIVMNLS | 1
YIS0 N ) U WIINHOIAL | SNOELIBJSNL ) SIIN0L 1 1 SOIKOL IV ) - ] ONIQVYEL 3 FUINGD | ]
TWEIND ) 19 ONINTUNL ) INV ¢ ' ] . ) INOISHIND ¥ | NOISSIND 1 3N1ANSATNL ) t
. 1 A | ~174U00 ONW | INBUIIWOINS | . ' SOLISIUSY | SATUNIL USN | 1 H w G:INETM
SONUUAG |+ € OINE 1 AVUNIIIN | INIUIIMOINT | /SNOLIOBISNT | : t - ] SuL 1 3 ~NOOW DG 0.4 Naoui
YUUS | -NUXD 30 | CGIONUHD | - 30A | SIINCL ¥IV AHOISHT 1 MUNOIN | - $a30881 | . ’ NOZONY ! 40 VNIV “WIIIONM !
IX 3WLL | O4 SAIIN | SWH SIWa ¢t ' . 1 301N08S . ANIY ) NOLAN0SIY ) NIININ 1 NI INSST | ¥ ANMG S:T00H1
1 ONIONNS 1 1Na OtTMd | dUMSIN | SNOTIIAISNI 1 GINONS §. -uICW0A S1 1 © ABIUOIN |  ONY 3ONUN | BOCHU ¥ |- S3IJWNUSIW 30T N
IXOA ¥I¥ “ NYIOMT (| ATHINYOd | S01S3ASY | £015308SY “ AGNIS JWOI | NUONLIW €O “ *4INOLIS TOS " -$ST 1luy3ad “ 14NST OtUd “ 1B .-..u..!u“
- ~1=—- e R {-- - 1 : - .
3 ' ' ) i t ) SUHSIN | ' . ' ¢
t . ' 1 8 1 ) s01S3ESY ) ! ] ]
t ' ' ) t ' ) ! ' ' ¢
' ' ' ] mzo:uu..mxu 1 t 't SISAWNY | ] A t
1 ' ' :.\a sojs3asY 1 ' 1 0N ANINO | t ( '
$ 1 I - ) t 1 -73430 3IM¥ 1 ' ' '
t & \ . IONUIING BN | 1 | ‘ON1ISSID | | t '
1 t ' | ¥3d AINING |- ¥ ' -0¥d 415 ) | ] ]
1 1 ] 1-3%d N433dS 1- t } ' ' 1 '
] ' ' 1 1 -N1 93INC3IN § t I SIIGMW ¥IY | t 1 t
' 1 ' s ' ' 1 TUNOSIUN | ' t N
140 13N3A t ¢ 1 SNOLADNNG 1 ). 1 . ] ] ¢ t
W4 €O | ] ' t - 9 S13S | " | $331NVED | . 1 ( '
} 3Nnand | r - ) I-dN ONINTUES ) SANaIN | t 40 S1I0MW | SUINY SO8 | | .
' ' t ' ! -1S3NNISIO ¢ t SOt IA1S-NO | aIeINOIN | ' g
t ) t I ONZNOAINOM | = 40 SYSWY | ’ 1 NI ATINING ) t t
<ML ¢ t t 1 ZOS/TON | - 310N O @ (CENON *"0°3> | -384 J90W 1 1 t
> HUOM | 1 ' ' . ) Q3X4100M 1| wo 9 SNOZADY | W20 ST WS ) ) $
'S €0/09 | ' 1 ) S4IS <OYTIT 4 30 GNOHS | NWOHLAIN €O | INIUBINOIND |, ~JWOHS V/S o ' '
ANZISND )V . ‘0 ' t SISATUNY | I TWERINO . t ' '
1 | 1 HOue 03 WIS | uss i N0 1 ONIMOLEINOW | . .. CURI> ' '
‘MOALTHOM | 4t ' N339 SUM 1 . ' "4 dS1/205 | S41% VAT | ONIWOLIINOM | ] '
2s049Nd | et ' ALINZAOW | - CHZWOTE> | ONINOIINOW | $ ] WOLISEIUS 1| ] '
WIS ) 1 | OMINOLINOUW | SJIS *HINOV | . ZOS | ANIWSNS ) SNOLIIVO ) SOHONNIINGD ) ] . '
L] .. ' 1 IWEINO | R . I NOXADB4SNE | -~1183n4T | ) ' ] » SINHNOSI ¢
AN . ] ' . ' sue3 |, SHIONLIN | TWEI0 ) TI14 0¥ | SNORAVORTNG | ] APLTULIY W
WOATNOM 1t . ' ‘ 1 ANMOINS. ) I ONINOARNOW | . ) S1308U4 ) SOASTOSY | I SATATNOINS STHELKI
A1$0430 1 BNOM | ANMOD ONT MOTAJIASHNE t ONINOLIINOW | JAUNIILNYY | SNOTIIZIENT | SHOSADRISME 1§ 0 ANTVMUOD ON | 04 3InG 3P VML
LB E ] “ “ “ TWHIN0 “ das2 “ WI0V/31UsS ) soAS3ASY " AHO1SYIN0 n NIV WOOONE “ “ ~-%nd $ItA uau..u-"
1 ! ' ' ' . ] ' I CoTaE 338> | t '
] ' 1 ] . 1 ] | ] SOIIN | ' ]
(] ' ' ] . ¢ ' ' 1 ‘WY 304 | ] t
28 BBS> (<HOTIS IBS> ) MOIZE NIS> | CHOTIR AIS> | <HOIIE IBS> | CHOTIEE 33S> | CNOTYEE 33S> | <CHOIEE IBSY ) AWUSSIIMNIN | <HOTIE S9S> ) 2904408 |
' ) ) ' ' ' 1 t OWINOLINOM | § 'SOT WOANS ORASIANEI
. 1 ' ' ' ' ' ' ) 1 WI0N/24uss | t AT SEXATIALINY
. L] L 4 L ] s > . z

SILIIN110U SOT-NOM § SINIUISINISIO INIIJIIIN OWY NOIOEY - C JWNOLJ

A e

fe




~116~

program natiorwide. Various estimates have ranged between 10-25% of the
total Federal/non-Federal contributions each year. The analysis of the
costs of operatlng state and local air agencies may shed some light in this
area.

The development of non—lOS concerns can be traced to EPA’s Octcber 12,

1982 revisions to its financial assistance regulations which consolidated
the various program grant .regulations. into a single 40 CFR Part 35.30
Subpart A.sought to clarify the limits on MOE with what constituted’
applicable Section 105 program activities. It allows that expenditures for
activities not within the bounds of an approved Section 105 program can be
excluded from the MOE calculatlon even if these activities are ongoing in
nature.

Subsequent policy discussions within EPA generally characterized
applicable Section 105 workprogram activities as, at a minimumm, those
recurring activities and expenditures necessary for: the implementation of
national priorities; statutory or regulatory — mandated actions; and EFA
programs delegated to the state for which EPA provides coritixluixlg grant
support through commitments in the- 105 grant work program.33-' Within this
interpretation maximm flexibility was afforded Regions through grant
negotiations-with their grantees. As a result a certain degree of "incon-
sistency has developed between Regions as to what. they view as an ’
applicable 105 expense, and among grantees, as to what has been included in
the 105 wOrk program..

-

A comparison of Texas and Massachusetts is a good example. With the
exception.of some research and development costs, Texas has for years
included all of its alr program activity within its 105 grant work program
regardless of whether all of this activity was 105 related. Massachusetts
has traditionally included only activity that it feels is: specifically
related to CAA Section 105 requirements. As a result, Texas’ percentage of
. non-Federal contribution appears to be well above the national average
while Massachusetts’ well below it. If both agencies included only those
activities common to each of their programs and to Section 105, then their
relative non-Federal. percentage contrlbutlons would appear to be
approxnnately the same,

30. See 47 FR 44946.

31. See J.R. O’Connor letter to H.J. Wortreich; December 21, 1983.

L)
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_ - More uniformity could be achieved nationally if each grantee followed

2 the recommendation of the PEAP. The PBAP urges every grantee to identify
all of its air program activity within its Section- 105 work program.
However, funding for non-105 activity necessarily need not be delineated.
The analysis of the costs of state and- local air activities has also-

" attempted to estimate air activity expenditures outside 105 for several
reasons. . From the grantees' standpoint, identifying all of the additional
air quality work that is undertaken could provide convincing evidence that
Section 105 assistance falls far short of helping meet state and local .
needs. From EPA’s standpoint, the survey results can affirm that all 105
funds are being properly utilized and can aid EPA in making tough decisions
about where disinvestments can occur.

)

Nevertheless, some persons feel the- debate on appropriate Section 105
expenditures and grantee responsibility is misdirected. To them, grantees
are still accountable for all statutory requirements of the CAA regardless.
of the limitations of negotiated Section 105 work programs (i.e., grantee
responsibilities are determlned by the Act and not solely by Section 105
gmdance) . )

This thmklng 1s also reflected in a recent: proposal from the Reglonal
Air Branch Chiefs. The Air Branch Chiefs have proposed an alternative
four-step approach to the determination of dlslnvestments and the
allocation of grants. These steps are: S

(1) Jjoint development by EPA and STAPPA-ALAPCO of a grantee workload
' dlSplay system to articulate the base program, ]

(2) ranking of base program act1v1t1es w1th statutorl ly-mandated
activities taking preference over activities solely desired by
EPA; - . .

(3) institution of a grant' funds tracking system whi-c'h‘would
determine the actual costs for each state and local ‘agency to
accomplish base program activities; and

{4) the total Federal and non-Federal funds available to each grantee
woutld then be targeted to a descending rank order of base -
priorities and according to the grantee'’s costs per activity
(determined by a workload display system). The expected outputs
could also be shown. . )

o
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. This ideal approach has merit whether or not EPA and state and local
agencies receive additional air program funding. However, the likelihood
of adoption of such an approach in the short term is clouded by a hesitancy
in instituting a base workload system and the inherent weaknesses of the
disinvestments approach. : . : ‘ <

th

It is reasonable to conclude that the disinvestments approach has a
finite capability to accommodate new responsibilities; and- increased costs
without likely sacrificing.the integrity of program operations and failing -
to meet statutory obligations. What alternative or supplemental strategies
for support of continued air program activity are then possible? .

Funding the Future: Additional Approaches ,

In addition to the current approach of restructuring program
priorities, there are several approaches that could be used by EPA and
state and local agencies to reconcile program demands with available
resources. These approaches range from the fundamental realignment of-
program responsibilities, to changes in program management policies and
procedures, to the aggressive pursuit of additional funding sources. While
any of these-.approaches could be carried out independently, .their impact
would probably be most effective if carried out as an integrated strategy..

Reexamining Intergovermmental Roles and Responsibilities

The Section 105 air grant program has been in existence for over 25
years. With passage of the 1970 and 1977 CAA, state and local agencies
were seen as having the primary responsibility for addressing air pollution
problems at their levels. With the assumption of this responsibility,
Congress also envisioned that state and local govermments would eventually
assume an increasing role in financial support. EPA’s role was to change
from direct involvement and intensive oversight to one of providing
technical assistance, conducting research, provxdmg support for emergency
areas and conducting -general oversight.

This has not entirely occurred, of course. New problems have emerged
and existing problems have proven overly complex, with appropriate inter- -
governmental responsibilities not so readily distinguishable. Some
interview respondents felt that the intergovernmental relationships in
the air grant program are no longer maturing as Congress had originally
envisioned, despite the increasing state/local dollar percentage contri-
bution. Progressive assumption of the Air Program by all states has not - *
occurred at the rate ‘expected and EPA is still heavily involved in funding C el
the "maintenance" aspects of some state and local air pollution control :
programs.

'
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One view of the 105 program is that its funds are to be used to help
establish a natlomdlde state and local air pollution control program
infrastructure, and once this is accomplished then its emphasis should
shift to support for the investigation of emerging air quality problems and
: the wider provision of training, guldance and techmcal assistance for them
' and for established program areas. :

-4

Some critics feel the Air Program now faces an identity crisis through
its attempts to fund both base program activity and high priority/emerging
problem areas. Some persons maintain that EPA should first fully support
the base or infrastructure aspects of the Air Program then devote any
remaining funds to new areas. Other persons feel that base activities
should solely be a state and local responsibility, and that EPA should fund
only newer emerging problem and high priority areas awarding funds more on .
a campetitive, demonstrated-performance basis.

Hwever, without the more detailed information it is impossible at .
this time to differentiate what portion of Federal funds and what portion’
of state and local contributions make up ‘core’ or base activities versus
mgh priority and emerging problem areas. Such a differentiation also :
raises EPA ‘concerns about its ability to continue to influence state and
local programs should the Agency does move out of base activity areas.
Even if EPA were to concentrate its resources on base activities, the

 degree of 'EPA’s continued influence would still be a concern due to unclear
mandates from Congress for emerging problem areas. This will continue to
fostered the. growth of state and local activity 1n program areas outside
the traditional 105 program.. .

A fundarrmtal questlon is whether E:PA’s future 105 role w111 be a
peripheral or a integral one. For example, in California the state and
local agerxcles contribute approximately 90-95% of their programs’ cost. -

" The remaining portion is funded by EPA Section 105 funds. The Region has
indicated that California complains that the Section 105 funds simply cover.
the costs of staff time spent responding to EPA tracking and data requests.

. The Section 105 .funds in California essentially buy EPA a "window" into the
state’s program but cwrrently do not serve to strongly influence grant:ee
action for the Regional Office. BN \

Phlladelphla also pays for about 90—95 .of its program with other
than Section .105 funds. Phlladelprua s air poliution problems basically
. mirror the air pollution agenda of FPA. Since EPA has invested a good deal
' of research and technical assistance funds in the Ph11ade1ph1a area, the _
Agency has been intimately involved with the City 1n its air pollution --
control efforts. " ) :
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Hence, a fundamental question facing EPA is -- what is the paradigm
for intergovernmental relationships under Section 105 for the future -
detached EPA oversight and provision of technical assistance or direct EPA
involvement? Would it be fair and appropriate to shift more of the burden
of the costs of maintaining day to day operations to state and local
agencies? 1Is this consistent with a philosophy of. a Federal-state :
partnership partlcularly when some critics have charged that certain state
and 1local agencies have been more creative in env1rorm1ental ,problem-solving
than the. Federal government?

e

Pursuit gf Additional Funding

Prudence dictates that the EPA and state and local agencies camnot,
and should not, totally rely upon the Section 105 air grant program for the
support of their future funding needs. Even if modest increases in Sectlon
105 grants were forthcoming a resource shortfall would still remain.
Therefore, EPA and state and local goverrments still need to aggressively
pursue other sources of support and a greater percentage recovery of their
program costs. - A good start would be for EPA and state and local agencies
to fully utilize the funding mechanisms already available to them.
Obv1ously this would include the appllcatlon of existing permit fee
provisions:

Eﬁ(isting“Pennit Fee Requiirements

While it is obvious that the majority of state and local air pollution
control agencies need additional revenues to meet their increasing respon-
sibilities, most have yet to make full use of the permit fee provisions
successfully applied in several states and required under Section 1i0(a)
2({K) of the 1977 CdA. Part of the responsibility for this uneven response-
rests with EPA since the Agency chose not to issue uniform requirements but
instead general gquidance. The guidance was issued several years after the
C2A enactment, at a time when EPA was grappling with many other, more -
profound requirements of the legislation. Nevertheless, the intent of .
110(a){(2) (K) is clear." ' N

For approval of a state air quality implementation plan the CAA
requires the owner and operator of each major stationary source, as a
condition of receiving a required permit, toc pay to the permitting author- R
ity the reasonable costs of reviewing and acting upon the -application for
such a pernut. If the permit is approved, the source is also responsible
for the costs to the permlttlng agency of implementing and enforcing permit
terms and conditions. The statute is not specific to the type or design of
fee program to be implemented. However, it does intend that the fees -
collected ultimately be applied by the appropriate state and local agencies :
for the purpose of protecting and improving air quality. .

™
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An initial analysis by OAQPS of the aggregate costs to state and local
agencies in FY 1987 for routine permitting (renewals), PSD, and nonattain--
ment area source permitting (NSR) provided an estimate a total of over °
$50,000,000.32 This estimate only covered sources in EPA’s National . |
Fmissions Data System and hence pertained to that permitting activity
covered by Section 105 funds. Independent' state and local pemlttmg
activity was not included. ‘ )

. Preliminary survey resuits from- the analysis of the operating costs$ of

‘state and local agencies indicated that of the total 105 funds utilized by

grantees approximately 11% are devoted to permitting activity. Multi-
plying this percentage tlmes the total 1987 Federal and non-Federal 105 -
program contributions {(estimated to be approximately $283 million) yields
a total of $31.13 million for Section 105 applicable pennlttmg Multi-
plying this figure by the relative Federal and non-Federal percentage
program shares (38/62) indicates that of the $31 million-plus for =
permitting, EPA contributes approximately $12 million and the- non—Federal _
sector contributes approximately $19 million. -

A comparison of the OQAQPS estimate ($50 million), to the preliminary
state and local survey results ($31 -million), md1cates that grantees may
be unclerestnnatlng the actual costs of pennlttlng activity on their
operations. The estimate of $12 million in Section 105 grants, expended
for 105-applicable permitting activity, 'is conservative. This is an
estimate that conceivably could be recovered by grantees and thereby fzee
the correspondmg Section 105 funds for other grantee act1v1t1es. '

-+Permit Fee Task Force

In response to the need for additional state and local air program
revenues and in order to come into compliance with the CAA, the AA for- OAR
established a task force in June of 1987, under the direction of OPMD, to
examine the issues related to air permit and emission fees,
explore Optlons and report back to hm with recommendations for further
action. .

The task force found that the purposes of permit fee programs, as
envisioned by their congressional, state and local supporters, are four
fold. First, they can provide a major additional source of reveme to
support ongoing air permitting activities thus liberating 105 funds for
newly emergmg air pollution control efforts. Of most importance
to industry is that state and local agencies are, as a rule, more timely
and effective in their permit related activities when an establlshed fee

32. "Estimated Cost of Permit Rev1ews“- November 1987 QAQPS
{Tom Donaldson) .
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program and schedule are in place. Secord, fee programs can make state

and local air programs more self-sufficient and thus more stable in the =
face of sometimes volatile state funding. Third, by making a fee program
a national requirement, equity among state and local agencies and the
industries they regulate.can be assured, and thus avoid having fee states
be penalized by non-fee states in competition for industry. Fourth, by
having the regulated sources bear the cost of permit programs, the program
becomes more consistent with™ the- "polluter, pays" principle-and the industry
(and’ the goods' and services it produces) will more- accurately reflect the
true public cost of its activities. -

: To the extent fees are pr0port10nal to the severlty assoc1ated with .
pollution, they can provide some incentive to reduce emissions. However,
permit fees will generally be far too low to significantly influence
industrial behavior in this regard. Therefore, they are not intended as a
substitute for emission regulations. Similarly, they are a supplement, not
a substitute, to 105 funds. : '

- Progress_in Development.of Fee Programs ..

As shown in Figure 35, there has been major progress in ‘the number of
state and local agencies that have established, or have been authorized,
to establish permit fee programs. Beginning with 10 state agenca.es that
had been authorized prior to the 1977 amendments, 31 state agencies now
collect fees and an additional 11 have the authorlty but are not yet
collecting. Similarly, with regard to local agencies, 26 of the 32 local
agéncies responding to the STAPFA/ALAPCO 1987 survey reported that they had
permit fee authorization, and 25 of those are currently exerc1smg that
authority.

Although this progress clearly is positive and many agelcies have
done very well, Figure 36 indicates that serious problems still remain.
Nearly 11 years after this requirement was enacted, approx:l.nately 40% of
the states still have no permit fee programs at all and the majority :
receive less than 3% of their total air pollution control budget from fees.
While the average for the fee collectmg states (exclusive of California)
is approximately 10% of state air budgets, even this average masks major
differences. Texas, for example, covers well over 50% of their air program
costs through permit fees while Missouri receives only 0.5% from such . -
sources. Failure to charge and collect fees adequate to cover the
‘reasonable costs of -administering permit programs is common both among
those states that are largely self-sufficient and among those heavily .
dependent on 105 funds. _ -

The task force found numerous reasons why agencies support or shrink
from fee programs. Common reasons supporting a fee program were: (a) the
ex1$tence of fee programs predating the Federal requirement; (b) response
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to budget balancing and reduction environments at the state and local . ‘
level; (c) sentiment and response in favor of the polluter pays principle;
(d) a requirement of. the 1977 CA; and (e) encouragement by the EPA.

These last two areas are the only ones really under EPA control.
Regional "interviews revealed that generally management and staff -in the EPA

- Regions with strong fee programs readily knew the status of those programs.

In other Regions, Regional management referred interviewers to lower level
staff who then had to research fee program status. Supportive Regions did
not. usually feel they were doing anything unusual with fees. Invariably
fees were a topic of conversation both informally and during formal grant
negotiations with their grantees.

Reasons why other states lagged behind in instituting the 110(a) (2} (K)
requirements fell into three major areas. First, many agencies perceived
inconsistent or conflicting signals from EPA. Most did not think EPA was
serious about the requirement and some were not even aware that it was a
CAA requirement. Several agencies also indicated that their state laws.
prohibited them from being more stringent than Federal requirements.
Secondly, many agencies also expressed a fear of getting too far in front
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or being labeled- anti-business. These same respondents stressed the

importance of a national requlation or policy in order to avoid putting

any one state or commmity at a competitive disadvantage with its neigh-
bors. Lastly, many agencies were Seriously concerned that fees would be
absorbed by other state agencies, or would be subject to compensating
reductions by either state approprlatlons commttees or by OB at the
Federal. level

The last concern, particularly regarding VB, is especiall_y important.
While EPA has only limited influence over (MB, state and local agencies
must. be assured.that it is not EPA’s intent to substitute permit fees for
105 funds. Furthermore, as noted above, all agencies collecting fees found
that they benefited financially even where the fee revenues were not
specifically earmarked to them.

- Major Task Force Flndmgs @ Recommendations: -

The OAR permit fee task force was unanimous in its conc1u310n that
properly implemented permit fee programs can provide major benefits. This
same conclusion was shared by virtually every air agency having experience
with fees. While a few of the air agencies without fees were reluctant to

‘adopt them, every representative contacted from an organization collecting

fees to any significant degree was positive about the program. Interest-
ingly, even where fees collected go first to the general treasury and are
not necessarily earmarked for -the air program, experienced participants )
still felt that permit fees were beneficial. The normal pattern appears to
be that state agencies responsible for contributing to the state treasury
usually benefit at approprlatlon tlme even where there is no- legal
obligation. .

Other major conclusions included the following: (a) fees do not deter

. the location of new industry nor the retention of old; (b) there are many

acceptable bases for assessing fees including, quantity of emissions, -log
of time and materials, and source size, age and category; (c) full re-
covery of costs of a permit program include the implementation of permit
conditions.as well as permit 1ssuance 1tse1f and (d) full Cost recovery IS
recquired by the CAA; : ‘
The task force on State and Local Permit and Emission Fees was
unanimous in the following recommendations: o . )

o EPA should initiate a strong program to assist and direct all
state and local agencies to recover all reasonable costs =
associated with inplementation of permit programs; ’

0 The focus should be on the bottom line " for cost recovery and
‘allow maximum state and local flex1b111ty in the design and
mplenentatlon of fee systems; 4
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0 E:PA should encourage that fees collected go to the respectlve air
agencies;

)

o EPA should work closely with STAPPA/ALAPCO to develop a formal
policy for implementation of the Permit Fee Requiraments; - -

o Withholding of 105 funds and other sainct_:‘ions should be used only -
as a last resort; and

o The option to promilgate a national permit feé recquirement, in
the absence of state and local initiative to collect fees, as
required by the statute, should be left open.

Other Fee Provié_i ons

_ Grantees are not limited to the permit fee provisions of Section
110(a)2(k). Numerous state and local agencies have been operating
_sophisticated and progressive fee systems for years and recovering the
costs of public sector services to private sector profit-making operatioms.

For example, the California air pollution control agencies have been
leaders in the development and management of fee systems. In the face of
continued nonattainment problems; the South Coast Air Quality Management
District (SCAQMD) recently revised its fee schedule eliminating exemptlons
for certain small sources, lowering emission cut=off levels for fee
applicability requirements and selectively raising ex15tmg fee amounts
for other sources. The SCAQMD board, which gets 90% of its revenues from
the fees on permits and penalties for permit v1olat10ns also 1ncreasec1 its
annual operating, renewal, and engineering evaluation fees. The revisions
increased SCAQMD's budget from $50 to $63.6 million enabling the agency to
hire over 100 new inspectors, engineers and enforcement persomel.

-Air pollution control agencies in Florida have benefited from that
state's passage several years ago of an additional $.50 fee per motor
vehicle tag to fund mobile source-related, hazardous waste and asbestos -
pollution control efforts. And while other agencies have complained to EPA °
that they camnot afford the costs of operating an asbestos clean up program .
and have refused to accept asbestos program delegation, a progressive local
agency like the Puget Sound Air Pollution Control Agency covers the bulk of
its asbestos demolition and renovation program costs with fees collected
from asbestos notification and contractor certification programs.

Public-Private Partnerships : -

During the Air Resources Study interviews, Region VIII noted that
major industries and utilities using coal, natural gas or petroleum, at
the Region’s. invitation, had joined EPA, the State of Colorado and the
local Chamber of Commerce, in a public-private partnership to develop a
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comprehensive study to characterize the nature and sources of the Denver

‘metropolitan area’s toxic "Brown Cloud." Support for the study by area C .
"industries, including automotive concerns, was prompted by: . the urgency of :

the problem, the shortfall of funding from EPA and the state, and a concemn
over culpability for the source of the problem area industries contributed
approximately $1 million in funds to the study. The study was managed by
the Chamber. of Commerce-since neither EPA nor the. state could accept funds
from the. private sector. EFA and the state agency have contributed
technical assistance to the effort. A three member board, comprised of
representatives from the Governor's Office, the Chamber: of Commerce and
EPA, provided over51ght and.direction to the study.

i

‘ User Fee Prop_osal_s_

_-Numerous other proposals have been discussed within EPA.and OMB o
regarding the extension of various user fee, or polluter-pays systems which
could have the potential of eventually delivering funds. to cover the  costs
of air pollutlon control efforts at the state and local level. * For.
example, in the face of continued. ozone nonattalment one proposal would
have facilities that.amnually emit. over 100 tons of volatile orgamc
compotnds (VOCS) and which are located in nonattanmtent areas, pay a per
ton fee based upon their "allowable" emissions. = Sources could pay a fee
based on ‘lower "actual™ emissions if .ample documentation was provided.
State and local agencies could also extend their. fee’ schedule appllcablllty
to less than 100 ton per year sources as well. - . , - .

Another proposal would have electric ut111t1es wthh annually emlt

" 1,000 or more tons of 502 and NOy, pay a. per ton fee based upon their total -

emissions of these pollutants. Utilities could calculate their. estimated
emission fees using formulas developed by EPA and covermg such factors as
fuel type and quantity, fuel quality, boiler efficiency and existing

emissions. rather than individual unit emissions. .The quality of emissions
data for basis of the fee could improve with the eventual installation of.
continuous emissions monitors (CEMs). ' .
Addltlonally, (OMB. has urged EPA to propose a competltlve "narketplace" :
approach to controlling chlorofluorcarbon (CFC) emissions. ' In this
approach, portions of an ammually predetermined ammually decreasing- level
of allowable CFC emissions are competitively bid upon by competlng
facilities for the rights to emit (i.e., manufacture the appropriate amount,
of the product still allowed to be produced). Assuming an expeditious
reduction schedule, this concept could be extended to other pollutants and
industries particularly where carcinogenic and other hazardous air . -
pollutants are involved. : '
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Prime candidates for permit fee or emission tax provisions are
emerging air pollution problem areas where a clear Federal mandate and
dedicated source of Federal funding are absent. Corgress, EPA and state
~and local agencies may also wish to consider if a technology-forcmg _
‘emission tax approach (where.the more effective.the controls in reducing . =
the volume of pollution -.the’ less tax is pald) would be approprlate for
emerging program areas. like air toxics emissions control.

v

E’cgnom.lc Imentlves and Dls;ncentlve

Apart from funding a pure regulatory approach, another way to ensure
or encourage compliance with air pollution control requirements is to offer
various financial assistance mechanisms (incentives), or financial
penalties (disincentives) to the polluters. Experience with polluter
incentives and disincentives directly affecting actual air pollution
emission and control has been limited in the United States. Limited
application of incentives has occurred in the area of emissions banking,
bubbling and trading. Disincentives have generally only involved non-
compliance fines and penalties, which for reasons of program integrity and
practicality, are not viewed as "planned" sources of program revenue.

European experience has been much, more extensive, particularly in the
area of subsidies to industry. These have included: (a) direct investment -
subsidies, -covering part of the costs for the development of new pollution
abatement technologies; (b) loans for installation of poliution abatement
equipment or environmental rehabilitation, or interest subsidies to
facilitate loans; (c) tax rebates, such as reductions in motor vehicle
taxes for clean technology vehicles; and (d) subsidies for 1nvestment:_ in
energy — saving and low - waste technologies (i.e., encouraging the

reduction .of fossil fuel combustion).

Other European experience includes: levying additional taxes and
surcharges on uses of certain fuels; reductions in charges for low-
polluting fuels; levying of penalties and fines based upon emission rates
(the rates bemg charged in proportion to the environmental damage caused) ;
and the proceeds going to_a fund for t.he developnent of remedial measures
and clean—up activities.

[

One possible proposal for air pollutlon control in this country,
emulating the European experience, would be to have all air pollution
fines and penalties collected by EPA go directly into a remedial financial

33. See "National Strategies and Policies for Air Pollution Abatement ;"
United Nations and Economic Commission. for Europe; 1987.
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. assistance fund or a Mational Air and Radiation Trust Fund for eventual

redistribution for EPA programs and state and local pollution control
activities. EPA has already established a somewhat similar approach under.
its cost _recovery policy for the Leaking Underground Storage Tank (LUST)
Program 34 other media approaches are noted below.

Pr 'am roaches -

EPA’s Water Prodram recognized that the traditional grants approach to

funding its Wastewater Facility Construction Grant and Non-point Source’

Water Pollution Grant programs could not contimue indefinitely given-
projected costs and likely economic scenarios. As a result of Congres-
sional action, the Water Program is shifting the costs of planning,
preliminary engineering, constructing and maintaining such facilities to
states by way of a state capitalization fund. The revolving capitalization
fund was initiated with 80% Federal funds and 20% state funds. The State °
Revolving Fund appears to hold limited utility for the Air Program, how- .
ever, since the Air Program does not feature a capital-intensive element
such as a wastewater treatment facility. The Water Program also faces.
hurdles in how to contimue adequate funding for non-capital mtenswe ‘
purposes like water quallty plamning. .

for the Fu

The need for reassessment.and clarification of the direction of the

- Section 105 program and of relative Federal, state and local air program

roles has been suggested.in the above discussion. This has been prompted,
in large part, by the dilema of ever-increasing responsibilities out- -
stripping available resources. It is necessary, of course, to seek . °
additional funding sources. However, in addition, there are remedial

administrative and management steps that can be taken to lessen the strain ]

of the funding dilema. These actions might not necessarily. increase

funding but they may increase overall productivity .and help limited dollars -

go farther. These steps would certainly be enhanced if the issues of
program focus and future support were.resolved, but their pursult is not
prevented 1.1'1 the abseme of such resolution. .

These actions include: (a). development and integration of a. 1onger
range multi-year outlook into the ongoing air argd radiation program
planning, budgeting and execution cycle; (b) assessing anticipated program
support needs for new program responsibilities at.the Federal and state and
local levels and matching this need estimate with realistic resource -

34. See OSWER’S "Cost Recovery Policy for Leaking Underground Storage
Tank Trust E‘L!I’td"‘ October .7, 1988; J. Winston Porter to Reglonal
Pdnumstrators. , .
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strategies and projections at the outset; (c) promoting to Congress and the
Administration the virtues of providing appropriations on more than just an
annual basis; (d) implementation of various modifications to the
administrative aspects of the current CAA pertaining to grants allotment
and management intended to make them.less cumbersome and more equitable;
-ard (e) improving grants tracking and oversight systems and the grants
information data base. The next sections discuss these possible-
administrative and. legislative changes in'more-detail.

Multi-Year Planning - : :

~ As noted earlier, ‘a crucial concern of state and local agencies has
been the continuity and certainty of EPA’s program priorities and financial
support. Interview respondents were critical of EPA’s continual
modification of its annual priorities and a corresponding inconsistency in
maintaining its funding commitments. From QAR'’s perspective, arnual
adjustments are necessary to meet competing and constantly changing needs.
The fact that this occurs, in a time of limited resources, further under-
scores the difficulty of. meeting the need for. flexibility versus: the ’
need for stability.,

Ny

To accommodate these competing forces, many respondents urged that OAR
adopt a more formalized multi-year approach to the plamning, programming
and funding of its activities. It was'felt that this would enable
recipients to better respond to EPA requirements and more effectlvely

_operate their programs (i.e., secure timely matching funds, hire and train
needed staff, secure leglslatlve authority, etc.).

By necessity, goals for reducing air pollution are multi-year in
nature - overcoming ozone and carbon monoxide problems may take decades,
for example. However, OAR’s management of its resources, including state
and local assistance, is driven by decisions based on annual Congressional
appropriations rather than longer term authorizations. Ammual competition
among priorities often results in the deferral or diminution of funding of
some program objectives for the benefit of others. This underscores a
simple axiom —— as resources diminish or remain stable, and priorities
increase, the amount of time ‘it takes to complete an objective or resolve a
problem lengthens. The recurrence of the same annual objectives in the Air s
Program?’s past successive operating quidance documents amply illustrates
this. '

The course of resource managementr decisions is also highly dependent
on the tenure of the presiding Regional Administrators, Assistant ' sz
Administrators, and Administrator. A mult1~year plan, which overlaps
tenures, may not be well received by incoming management if the new
management percelves its control as being constrained by a previously
approved multi-year.plan. Interlm adjustments during this period can
always be made, of course.
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Despite these possmle mlpedlments (AR and other top EPA managers
must pursue a more logical approach to match program goals w1th pro;]ected
resource need-and availability. Before requesting approprlatlons the’
total costs required to adequately complete a program activity need to be -
assessed. These requirements must then be weighed against the possmle

'sources ‘and availability of funding. Funds can then . be requested : -0

accordmgly, and the period for completion of a major program goal can then'-
be projected and programmed accordingly. If resource support changes or
other priorities emerge (e.g., court orders, increased health risk, etc.),
then the relative timeframes for completlon of the activities can be -
adjusted. What should result is a "living®, -malti-year- plan containing a -
detailed first year mplementatlon program with' total program costs and
sources of funding spelled ocut. "The ensuing years’ agenda. would o
necessarily contain less detail but would'still show specific funchng
recommendations in: the basm program areas._ o

-~

There are various mechamcal aspects to consuier for carrying out a

‘multi-year planning and programming- cycle - discrete multi-year perlods_

versus a rolling multi-year "window" approach.: With a discrete block )
cycle,” planning and programming would occur for a distinct multl—year e
period.. Assessment of acconplls}nnents and’ any necessary adjustments,- o
would occur in the final year of -the mlti-year cyc¢ie and- would inf luence .

“the formulation of the next multi-year period plan and program.

Commitments would be negotlated and locked in for t.‘ne entlre multl—year
perlod _

Another approach would. feature more of "a capital budget’iﬁg"fomat with
projected activities moving through a three or five year plan and becoming -
more focused as they near the implementation year (e.g., similar to the’

‘Department of Transportation’s annual element portion of its three:year’

capital improvement plan). The second year is more of a "staging" year -
possessing a- greater likelihood of funding'of the activities it contains
than the upcoming "candidate" act1v1ty—years of three t.hrough five.

Another variation would feature a movmg or overlappmg imilti-year
window. In this case planning and programming would occur for a discrete
multi-year period but adjustments would be made at the end of each year of
the cycle. As one year is completed another moves into the implementation
window and any adjustments necessary from the first year would mfluence
the content of the "new" three -to flve year program plan '

Any multi-year approach must necessa.rlly 1ncorporate revisions .to:
operating quidance and grants guidance; SPMS negotiations and commi tments ;
and ongoing strategic plamning and needs analysis exercises conducted by
0OAR program offices (e.qg., OAQPS annual "Greensboro" strategic planning
sessions). The current process for formulation, development and execution
of one year's budget would need to.be revised to reflect rnultl—year
considerations. : . .
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. The expenditure of grant funds would still be able to occur over a
wo-year period. - The most far - reaching mpllcatlons of this approach
would be for Congress to adopt a multi-year framework for appropriation of
‘grant funds. This would require fundamental changes in the way Congress
- does business and obvicusly would not occur snnply to ac:corrmodate the 105 s
air grant program. . '

’)

If a -mlt-l-year‘ plaming.cycle-is adopted, grants could be negotiated
for multi-year commitments. . Annual Regional management reviews would allow
adjustments for non-core or changing priority activities. SPMS commitments
would be projected for three to five years allowing annual adjustments and
retaining quarterly and .annual progress reviews. Strategic planning would.
be required of all the program offices and an overall CAR annual strategic .
planning session would be held involving the program offices and the - .
Regions. Consultation with STAPPA-ALAPCO would be retained.

Possible constraints and disadvantages associated with a multi-year
approach are: incompatibility with biennial state budgets (20 states employ
biemnial formats); opposition-to longer-term authorizations due to economic
circumstances; perception of diminished-federal control (possible weakening
of annual. accountability); and increased need. for maximum federal flexibi- =
lity due to dlmlmshmg resources.. :

Possible advantages would be t.hat a marriage of projected resource
requirements and program goals would occur; Regional Offices and grantees
would have a more stable resource comnitment for base activities and longer
range- planning would be promoted; less SPMS micro-management would
predominate; environmental results could be better assessed.over a three to
. five year period; act10n—forc1ng events like new legislation and cross-
_medla concerns. could be better plamned for; and realistic program
priorities and plans could be made into the' 1990s.

EPA Headquarters is still consuier;mg a more formalized approach to
' Amltl—year plannmg

. Cost Analy§1§ Of ACtlQnS LO be Implemented

All‘too ofj:en, legislation, litigation or envirommental exigencies
result in additional EPA responsibilities without the Agency first being
able to assess the costs of their implementation or the availability of
additional resources. FEFA, in turn, must distribute limited resources to
state and local agencies to follow through on these new responsibili- .
ties, on some occasions not truly knowing if the available resources are -

L

35. See "Mem)rarﬁnn on Ffive' Year Program Plans;" Office of Management
Systems Evaluation; September 13, 1988. '
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fully adequate to allow completlon of the requlrement in a timely manner.

Ideally, before a new responsibility is added to the agenda of EPA and
state and local agencies, a preliminary ‘analysis of the costs to accompllsh

it- should be determined and the necessary resources programmed accordmgly. ’

This would allow a better match of resource needs to resource availabi lity.”
Resulting shortfalls and relative timeframes for completion would be more
ev1dent and would aid in multi-year plamning and programming.

If resources do not exist for the act1v1ty then: (a) a dedicated
source of funding should be identified; or (b) a strategy for development
“of supporting resources should accompany it; or (c). areas of existing
activity able to be deferred or curtailéd in deference to the new respon-
sibility should be identified. Both Congress and EFA could perform such
analysis as part of the developnent of legislation, regulatlon or pollcy
for each new responsmlllty .

National Grants Management Ihfonration System .

'I‘he study also determined that, ot.her than a'manual updatlng of annual

financial obligation status by grantee, there is presently no national-
scale system or data base in place which provides information specifically
document ing grants ac:compllsrnnents or the actual utilization of grant .
resources by major air program objective. Grantee close-out financial o
status reports at best may outllne object class (salaries, travel,
equipment, etc.) or program element (momtormg, enforcement , ‘etc.)
information. But these are usually received at 1east: a fuil quarter after
the end of the completed grant year, and object class information is of
little value in determlmng how funds ‘are spent’on natlonal a1r priorities.

Some persons have questloned the need for. such information and - L

oversight at the national level. Congress, however, holds the national -
program managers responsible for mplenentlng the statutory requirements- of
the Act, and accountable for assuring that grant funds awarded to carry-out
these requlrenents are so expended. It would also seem to ‘be sound
‘management practice for Headquarters, which is responsible for natlonal
resource allocation, to have a direct link to evaluation of resource
utlllzatlon and ‘accomplishment of natlonal obJectlves

'Ihese concems hlghllght the dllemna of trylng to strike a balance

" between the desire for flexibility and’ the need for accountab111ty. To
reconcile this dilemma, the Air Program has recently initiated efforts,
utilizing Productivity Improvement PrOJect F‘unds to develop an automated
grants accomplishments tracking system (and information data base) by
building upon reporting and data systems already in existence at the
Regional Office level. This should increase national level knowledge,
enhance national level decision-making, and do so with a minimm of
administrative disruption to the Regions and grantees.

* . o




-134—

Other Administrative and Statutory Revisions ' =

There are varlous actions that EFA could pursue to make selected
administrative and statutory provisions dealing with Section 105 air.grants
less cunbersome and more equitable. These actions fall within two general
+ categories: (1) changing how funds are appropriated for certain grant

purposes; and (2) making administrative modifications to Section 105 of. the
current Act. - ' : ' '

- Identifying Special Appropriations
* In the first area for potential revision, separate appropriations for
special purposes, intended for direct financial assistance to state or
local air agencies, could occur apart from.the overall Section 105
appropriation. These include separate appropriations for: (a) equlpment
purchases; (b) training funds; (c) protection of Indian Tribal lands; and
{d) intermedia demarddls. The advantage to separate approprlatlons in these
areas is a hlghllghtmg of their anmual funding needs and removing them
from continual conpetltlon for limited 105 funds. These areas are
discussed in more detail below

0. Fqulplmt Purchases -~ EPA and. State. and_local agency equlpment- .
needs vary dependmg upon the enactment of'new requirements and the life.
expectancy of equipment-in-place. As: old equipment wears out, the resource
needs for its replacement must compete with the continually growmg demands
of per';onnel salaries and benefits (even t.hough resources may not in-
crease). A separate appropriation for equipment costs would also pronpt
EPA and grant recipients to prepare an equipment lifecycle plan spelling
out equipment purchase and replacement needs. By identifying a separate
appropriation for equipment needs, the Air Program could also drop the
administrative encumbrance of having to differentiate non-recurrent.
equipment. costs as part of the maintenance_ of effort determination. .-

o Training. Funds - As program respons1b111t1es have grown tf‘aming
assistance has diminished. While forms of technical assistance are - .
inherently provided to grant recipients for carrying out new responsibi- )
lities, in FY 1988 neither EPA nor Congress requested that funds be devoted ,
specifically for training purposes. Anmual training needs, including those . s
available under Section 103, need to be identified for separate appropria-
tion. Funds could also be included for intergovermnmental program
assigmments of EPA persomnel to state and local agencies and vice versa. | ¥
Pursuant to the desire to expand technology transfer activities for
grantees, some form of a State a551gnee program could be resumed. : -2
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o Protectlon of Indian Tribal Lands - New proposals and ongomg
projects to fund activities to protect the air quality of Indian Tribal
Lands must contmually compete with requests to support establlshed and
growing state and local air quallty programs Making thém a separate
appropriation would focus more attention on their individual merit, and
remove them from compet1t10n with air pollution control agency requests.
Overall coordination of air quality mprovanent efforts would need to be
-‘maintained with state and-local govermments.

o Intermedia Demands - The Air Program needs to better clefme the
impacts ‘on its operations of other media programs for resource support or
where air program support is needed but has not been identified. A special
appropriation to address intermedia demands could also be prov1ded or
compensatory resources from the approprlatmn sources of the- ot.her media
programs could be utilized.

- Mth jcations to. Current. Administrative and Statutory Provisions

In the second category modifications to current 1anguage in Section
105's paragraphs (a), (b) and (c) could be considered which would either:
shift greater financial responsibility to state and local agerncies,
further shift limited dollars among grantees, or simplify certain
administrative encumbrances thereby encouragmg grantees to contrlbute
more of their own funds E‘or example. :

o 1In Section lOS(a) the maximum Federal contribution avallable
to grantees -could be limited to 3/5 of the cost of the state/local
program or 60%. Those grantees contributing less than 40% of their
program’s costs would be required to gradually increase their
contribution by at least 3% per year until they reach a 40%
level. 1In this case a grantee presently contributing only 25% of
its program would have 5 years to raise its contribution to the
40% level. .

0 Section 105(b) could be revised to incc')rporate updated criteria
reflective of conditions of the 1990s in the calculation of the
allocation of 105 funds to grantees. The half of 1% provision in
Section 105(c) would be retained but the maximm amount avail-
able to any one state would be 5%, not 10%. This would have the
effect of allowing the redistribution of several million dollars
of 105 funds among grantees. Only a handful of grantees

- currently receive more than 5% of the funds: (generally 6% has
been the maximm) . '

0 The MOE requirement could be modlfled by elther fixing a base
year amoumt, allowing a slight range of percentage change in
costs year—-to-year, or adopting a grantee progressive assumption
approach.




In the progresswe assumption approach, state and local agencies
would be required to bring thelr program contribution levels up
to at least 40% according to the schedule previously mentioned.
In another five years this contribution level would have to reach
at least 50%. A grantee would not be permitted to lower its :
co_ntribution level (not withstanding.a non-selective reduction),

and a still receive Federal funds if it were already above the

applicable minimm grantee-percentage contribution.

The MOE requirements could be further simplified if all equipment
purchases were either entirely excluded from consideration as ]
recurrent activity or were officially allowed to be used as either
a recurrent or non-recurrent activity so that a grantee could meet
its MOE each year. The original intent of the MOE requirement

was to allow flexibility and not rlglc‘uty 1n grantee program
management operations.

Flnally, grantees could be required to describe all of their air
. program activity and expenditures within their .105 financial
.assistance work programs. More uniformity could be-achieved
nationally if each grantee followed the PBAP, and included a.
description of all of its air program activity with the Section
1105 submission. From the grantees’ standpoint, identifying all
of its air quality work could provide convincing evidence that
Section 105 falls short of helping them meet their air resource
needs. EFPA could also pledge not. to use this information to the
detriment of grantees when determining their proper MOE level.
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CHAPTER 7

SUMMARY and RECOMMENDATTONS

SUMMARY

From its begimning in the 1963 (AA the Section 105 'grant program has.
grown to award nearly $100 million ammually in state and local assistarice.

- The combined Federal and state/local 105 contributions of $4.8 billion -

since 1963 have served to promote and anchor a nationwide air pollution
control infrastructure. This infrastructure has helped to reduce or
prevent over 400 billion pounds of air pollutants since the program’s
inception. .For most of the nation this 26 year old grant program serves
as the leB.l‘lClal backbone of state and local a1r pollution control efforts.

Wlth such a concrete foundation and background why is it necessary to
reappraise the program’s conduct and course? There are several factors
initiating this reappraisal. The foremost is the combined effect of static *
approprlatlon levels, and as a result, diminished buying power, with an -~ °~
ever-increasing agenda of air pollutlon problems and responsibilities.

Since 105 grants can not be expected to support all of this burgeoning
agenda this raises fundamental questions about: (a) the Section 105
program’s focus; (b) and apprOprlate Federal and state and local roles
and responsibilities. -

.An overriding national priority is the reduction of the Federal -
budget - deficit. Until the mid-1980s Section 105 assistance to -state and
local agencies and these agenc1es' own contributions, experienced steady, -
if marginal growth accompanying the growth in air program responsibili- .
ties. While there was always some changing differentiation of pr10r1t1es
and some redistribution of Section 105 funds, this generally occurred in .
times of increased funding. Few, if any, grantees and Regions experienced
a net reduction in ‘resources and most activities received some measure of :
funding.,

In recent years, however, Section 105 levels have remained relatively
constant. Even a marginal increase of 5% in tne most recent fiscal year-

“has done little to offset the approx:.mate 15-20% erosion in real buying

power of the dollar since 1982. " This has proven particularly troublesome

when combined with the added burdens of continued nonattainment and un- -

foreseen emerging air pollution problems. At a time when resources have

been leveling off, issues such as the control of air toxics and acid .
deposition, post-1987 ozone and carbon monoxide nonattainment, indoor air . -
pollution and intermedia pollution have all been added to an already full :
Air Program agenda. This has lent a new appreciation for the plirase "doing

more with less."
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In its initial dealings with these problems, the Air Program proved
remarkably resilient. Improvements in product1v1ty were gained via -
reductions in staffing and refinements in monitoring and data management
systems. Efforts were made to improve consultation and "open" the process
thereby reducing, in part, inherent inter-jurisdictional tension. EPA and
state and local agencies also adopted an approach currently-in use for
restructuring program priorities. This "disinvestments" approach was
intended to offset increased work demands and operating costs with
increases in funding, and the savings achieved from disinvestiture of
selected activities..

However, it has becoime increasingly evident that the disinvestments
approach, by itself, holds limited utility to adequately accommodate the

. future demands of the Air Program. The most palatable disinvestments have

already been instituted. The cost savings which have been derived have
reportedly failed to cover the costs of new responsibilities. Some
persons have cautioned that disinvestments in some established program
areas have seriously eroded the program’s infrastructure and any further
steps could be debilitating. To address this concerm EPA and.state and
local agencies have undertaken an ambitious effort to determine the extent
of this problem and to further identify potential disinvestments by
examining .the costs of operating state and local programs.

Additional 1nfonnat1on gathering efforts are often viewed as laborious‘

and can be met with an uneven response from grantees. The Air Program
finds itself in somewhat of a paradox in this regard, attempting to balance
flexibility with accountability. The desire is not to conduct oversight of
grantees through micro-management but rather to promote a balanced Federal-
state relationship. Nevertheless, there are serious deficiencies in the
Air Program’s. data base on the costs of program operations and on resowrce -
utilization. This information is a critical ingredient for helping make
the difficult resource management decisions which will affect the future
course of focus of the program.

The periodic restructuring of program priorities is not the only
option available to reconcile program demands with available resources.
EPA and state and local agencies need to identify and pursue other funding
alternatives to supplement Section 105 funds. This includes the. full
utilization of funding mechanisms already available to them, specifically,
the Section 110(a)(2) (k) permit fee provisions. Full implementation of
these provisions has lagged, in part, to the absence of uniform national
requirements. Numerous state and local agencies, however, have benefitted
from these provisions and other user fee approaches, and now possess a

- wealth of experience worth sharing with all grantees.

1
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" Program to revisit, refine and reemphasize the current permit fee require~
- ments as well as other potentially significant, revenue—generating, and

[P
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Reauthorization of ‘the CAA provides a unique opportunity for the Air

cost recovery approaches. These could include:’ "dedicated" fee programs
tied to.specific new requirements of a reauthorized C2A; technology-forcing
and rewarding emission tax rates; tax rebates and clean technology invest-
ment. subsidies; creation of a trust fund which would retain for EPA and '
grantee use any fines and penalties levied on violating sources. Develop- -
ment and utilization- of these potentlal funding sources, to supplement or
eventually replace Section 105, is a prudent step for the future,
particularly, if estimates of. anywhere from and 50% to a near doubling of
future resource requirements are accurate. :

Réexamining the CAA at this time also affords the opportunity for -
taking constructive action in several other ways: (a) modifying certain
administrative provisions of Section 105 to make them less cumbersome and
more equitable for grant recipients; (b) rethinking the schedule and manner
in which grant funds are appropriated and for what purposes in.order to
highlight special needs; and (¢) utilizing new approaches to accomplishing
air quality goals. This latter category includes such approaches as:
promoting public private partnerships in funding air pollution reseéarch,
significantly expanding technical assistance, reducing the need for
regulatory controls and oversight, and periodic certification of state
programs. Many of the concepts in this last category fall beyond the scope'
of this report, yvet have significant bearing on the future of the Sectlon
105 program, since they could produce 51gn1f1cant cost savings.

In addition to determlmng the appropriate focus of the program and
to pursuing additional resources, EPA can also: (a) improve its current
approach to day to day management of Air Program operations; (b) reexamine
and update, as appropriate, the rational basis for national allocation of
grant funds; and (C) pursue a more strategic. longer-term approach to
program plamning and budgeting.

Within the first category numerous actions can be taken which will:
(1) encourage improved grantee performance; (2) improve commumication
throughout the grants process, making its conduct less stressful for all

_involved; (3) strengthen and maintain oversight to assure continued grantee

financial integrity; and (4) increase overall product1v1ty

~ The rationale used by the Air Program to allocate Section. 105 grant
funds at the national level is based upon an allocation scheme and allo-
cation criteria originally developed in 1974. Since that time, the : =
factual bases for many of these criteria have changed, some of the criteria -
are duplicative, and many ensuing years® funding increases have been
allocated either proportionally or on the basis of other quantitative
factors. The national basis for allocating Section 105 funds should
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therefore be reexamined to assess whether it reflects the environmental
conditions of the 1990s. This reexamination should be done by EPA in
consultation with state and local agencies. Should there be significant
changes in the allocation results these should be phased-in gradually.

"

o

The Air Program also needs to better prepare for the future. This } )
will require that the Air Program better match its anticipated program: - .
support. needs-with realistic resource- strategies and’ projections,;
particularly for -the support of ‘state and local activities. The costs of
implementing new responsibilities,.on both EPA and state and local
agencies, needs to be assessed and planned for prior to these responsi-
bilities being assumed. While the Air Program can unilaterally conduct
such assessments, it also needs to impress 'upon Congress the importance of
doing so in the develorment of new legislation and programs. - The Air
Program also needs to integrate a longer range, multi-year outlook into 'its
ongoing program plamning, budgeting and execution cycle. The usefulness of
providing funds on more than just an annual basis should be impressed upon
Congress. ‘This would facilitate multi-year plamning by. adding a greater
certainty and continuity to air program priorities and funding. ’

In sumary by 1mplement1ng the major policy, fundmg and management
recomendations- noted above, and by elevating those major resource policy
issues which reach beyond their purview, EPA'and its partners in the Air
Program, state and local agencies, can more confidently, effectively and
efficiently carry out their responsibilities under the current or revised
CAA. The major recommendations of this study are listed below and are
discussed in more detail in the ensuing paragraphs.

RECOMMENDATIONS

The primary recommendations and conclusions of the Air Resources Study
fall within 3 major categorles of initiatives: policy, funding and
managaement.

Policy Recommendations

(1) EPA, state and local agencies, and Congress should determine the
approprlate focus of the Section 105 program for the future, and
in so doing reexamine and define the appropriate Federal, state
and local programmatic and financial support roles and
responsibilities.

"

(2) The Air Program should examine and promote other approaches to -
the traditional command and control approach of "doing air ~
“pollution control business,"” if these will result in a more
effective utilization of air resources.
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(3) EPA should seek legislative changes intended to remove current
Section 105 ‘administrative encumbrances, facilitate plannmg for ;
the future, and highlight special approprlatlon needs.

Addltlonally EPA and state and local agencies should explore
additional funding sources to supplement the Section 105 progran.

(4) EPA and state and local agencies need to-pursue alternative state

' and local funding, and develop funding mechanisms in addition to
the Section 105 grants prodram. In so doing, they should fully
utilize the alternative funding mechanisms already currently
available to them— namely 110(a){2) (k) permit fee provisions.

(5) EPA, in consultation with state and local agencies, should
reexamine the basis for the national allocation of Section 105 °
funds and update it as approprlate Any changes should be
phased 1n gradually A ‘

Managenent Reconmendatlons

(6) EPA should 1ntegrate a more strategic, multx—year perspective
into its ongoing Air Program planning, ‘programming and budgeting
-process including the state and local assistance element. EPA
should better assess the costs of mqalementmg new act1v1t1es on
state and local agenc1es.

(7) Within the current Section 105 program, EPA should seek
productivity improvements intended to streamline the mt:ernal
management of the process and encourage 1mproved grantee
performance. .

(8) EPA,"wim the cooperation of state and local agencies, needs to
improve its grants management information and data base systems
to enable more effective decision making on resource utilization.

(9) EPA must. continue its efforts to improve and maintain grantee
financial integrity and accountability, and strengthen Regional
capability for adequate programmatic/fiscal oversight.
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A1)

(1) Determine the appropriate focus of the Section 105 program s
relative to EPA and- state and local agency responsml lities:

(a)

(b)

()

~ (4)

(2) Examine and promote other approaches to the traditional ways of

Assumlng 105 funding 1evels remain relatlvely unchanged,
AR should develop a policy discussion paper for the
Assistant Administrator on options for the proper program
and focus of Federal, State and Local roles. These optlons
include havmg EPA: _

- fund base program activities first and then new
initiatives, if possible;

- fund high priority activities and technical assistance
to grantees with grantees responsible for base costs;

- fund CAA-mandated activity first;

- combine base and priority activities and rank order
them according to three tiers of priority; or

- support prevention and maintenance activities first, then
allocate the balance to emerging areas.

Haye the Assistant Administrator convene a workgroup of
senior Agency managers, -consisting of. several Regional

 Administrators, Office Directors and state and local agency '

officials to examine this 1ssue and make apprOprlate

. recommendations.

Have the Administrator urge a wider public discussion of
changing Federal, state and local rdles and responsibilities
involving EPA, state and local agencies, and Congress.

After receiving the workgroup recommendations, CAR in
consultation with the program and Regional Offices, should
issue a policy clarifying what constitutes an applicable

Section 105 program expense.

[\l

"domg busmess . . _ ’

(a)

Have OAR and the Regional Offices publicize the cooperative
public-private efforts occurring such as: Denver's "Brown - -
Cloud" Study, Houston'’s Ozone Study and the PAWVOH Study.

Promote such ventures in the rest of the country.
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* (3 ) EPA should study the feasibility of seeking' legislative changes
to Section 105 during.the CAA reauthorization process intended
~t0 increase the equity and e_ffectiveness of the.grant program.

(a) Draft revisions to Section 105 requirements that would

- "jevel the playing field" in temms. of the Federal ;
contribution to any grantee including minimum and maximum
percentages and minimum grantee contribution percentage.
any changes would be gradually phased in.

(b) . The maintenance of effort requirement snould be retained
- but CAR, in consultation with OGC, the Regions, and state
_and local agencies should draft revisions intended to
simplify and make more flexible the a@ministrative aspects
to the MOE prov1s1ons .

{(c) OAR should draft a position paper for the AA and
. Administrator ‘'on the need for Congress to consider using a
- two year or multi-year appropriation.cycle 1nstead of the
’ present annual approprlatlon process. .

{(d)  During the CAA reauthorization, OAR needs ‘to communicate to
Congress the need to reemphasize the requirement for every
state to have a fee (cost recovery) program urngler

-110(a) (2} (k) in order to have an approvable SIP.

(4) EPA and state and local agencies need to pursue additional
approaches to funding state and local air program needs. other.
than just Section 105 air grants..

(a) EPA and state and local agencies should fully utilize the
altermative funding mechanisms already available to thenm,
the 110(a)(2)(K) permit fee provisions. In so doing (AR,
in consultation with STAPPA-ALAPCO, should set-up an
information clearinghouse on successful state and local
permit fee programs outlining: fee schedules, legal issues,
implementation issues, ways to retain fee revenue, model
programs, etc. An electronic bulletin board system could
facilitate this. .

¥ (b) OAR, in consultation with STAPPA-ALAPCO, should also
include information in this clearinghouse on other fee and P
cost recovery systems, and on other innovative approaches '
to generate revenue or cost savings inciuding: pooling of
shared equipment resources, data management efficiencies,
and innovative personnel management practices.
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(c) EPA, in consultation with state and local officials, should
also examine other funding alternatives for state and local
assistance: dedicated user fees, low-polluting investment
Aincentives, and the retention of fines, levies and penalties
for a "Remmedia}l Air Program Trust Fund."

EPA, in consultation with state and local agencies, should’
reexamine the basis for national allocatlon of Section 105 funds,
ang. update it, as:needed.

{(a) OAR should select a contractor to update the factual.
basis for current allocation criteria and for any
criteria that might be considered in a revised
allocation scheme. -This would include: . population,
mumbé@r of sources, extent of pollution, etc. The
contractor would also identify other areas like degree
of risk, performance criteria, and agency capability,

. that could be considered. -

(b) QOAR.should form a workgroup consisting of Regional
Office and. Headquarters persomnel to discuss the
contractors results, and to advise on the need for any

. modifications to the national allocation scheme. State
and local agencies should also be consulted.

-{c} Should any modifications be necessary, a plan for their
gradual introduction would need to be formulated.

Management
(6) OAR should adopt a multi-year planning approach which would be

tied to existing EPA management systems including those affecting
the state and local assistance element.

(a) OPMD should work with CAQPS in extending their
strategic multi-year approach throughout CAR. Multi-
‘year planning should also be extended and tied to
Regional management systems. State and local agencies
should also be consulted on the extension of the multi-
year concept to a portion of the Section 105 grants
assistance.

o
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(b)
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(AR should routinely assess the costs of implementing

~each new activity on state and local agencies.

Resource demands should be matched to resource
avallablllty and the approprlate timeframe.

Under. the current Sectlon 105 program, CAR should seek
productivity improvements intended to: improve commmnication
throughout the grants process, encourage improved grantee
performance, 'and strengthen and maintain adequate over51gnt to
.ensure grantee program mtegrlty

;a)

(b)

- {c)

In the area of improved commmication, internally EPA
should: 'increase involvement of Regional senior
management in grants review as needed; establish 105
issues as a topic for the AA/DRA, Regional Review

- . visits; continue annual Air Branch Chiefs/Regichal
“Grant Coordinators national meetings; issue a 105

Reference Manual similar to the CAQPS guidance notebook
series which compiles relevant polices, memos,
guidance, ‘etc.; continue to encourage éarly Regional
Office input in operating and grants guidance .
development; and promote persormel rotations and

.exchanges between Headquarters and the Regional

Offices.

In terms of increased c@mmicatién ‘between EPA and
state and local agencies: Regional Offices should
continue to hold early spring meetings with state and

-local agencies prior to formal grant negotiations;

Regional Offices should continue to document their own
Section 105 allocation rationales for their grantees;

- encourage Headquarters and Regional Offices to continue

or develop formal personnel exchange or rotational
programs with state and local agencies; those Regional

- Offices which have not done so are encouraged to

develop their own manual outlining their Section 105
grants policies and procedures for their grantees; and
Headquarters should continue to involve state and local
representatives in early discussions on annual air

* program priorities via STAPPA-ALAPCO.

Improved grantee program perfonnahce can be encouraged
by Regicnal Offices in several ways: Regional Offices
use of mid-year grant evaluations from the current year -

" to influence grantee negotiations in the upcoming

year, where possible; Headuarters and Regional Offices
could establish or encourage formalized systems for
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grantee performance incentives inciuding reduced
oversight and reporting requirements and increased
grantee roles in high priority project selection; and

wider Regional Office use of pure performance-oriented

; and.adjusted schedule of award approaches for grant s
awards. ‘ . .

£

t

(d) Overall productivity and performance enhancements-

: include: OAR placing more emphasis on technical
assistance and technology transfer activities with
grantees; promoting resource-sharing among grantees

. and EPA; having Regional Offices draw a closer link
between grant evaluations'and national air audits,
.where possible; development of a pilot program within
each Region designed to involve the Regional Office,
program offices and at least one grantee in the review
of EPA oversight and reporting requirements, and the
refinement of them accordingly; periodic review of
CAR's withholding and Escrow Policy; OAR review of the

. need for greater flexibility in the annual Regional on-— -
-site review of grantee performance; and development and
expansion of interactive computer capabilities between.
EPA and grant recipients to simplify workplan develop-
ment and negotiation, progress tracking, data and
technology transfer. '

(8) EPA, in cooperation with state and local agencies, needs to
improve its resource management information systems.

(a) All state ard local agencies should cooperate in the
campletion of the joint STAPPA-ALAPCO/EFPA survey on
the Costs of Operating State and Local Air Programs.
OAR should consider alternatives to obtaining this
information if the survey is not completed in a timely
manner or the responses are inadequate.

{b) OAQPS, utilizing Productivity Improvement Program (PIP)
grarit funds, needs to complete its automation of the
grant obligation status tracking system. Using PIP
funds, CAR and CAQPS need to utilize existing Regional
Offices’ grants accomplishments tracking systems to )
rebuild a system which enables tracking overall grants -
accomplishments by major activity area. This should be
integrated with the grants component of the Regional
Priority Tracking System. )
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(¢} (AR should develop a discussion paper on the utility of
developing state and local workload allocation models
& ‘ . at the Regional level for potential use in awarding
: . Section 105 funds to grantees.

. (9) EPA nust continue its efforts to ensure grantee financial
integrity. '

(a) Regional Offices should continue to improve their
fiscal oversight procedures and systems in the wake
_of the OIG 105 audits. Additional actions Regional
Offices have taken or can take are: conducting program -
administration training workshops for their state '
and local financial officers; hiring an auditor or
accountant in the Region to track grantee fiscal
accountability; and conductmg joint Regional Office
Air/Grants Divisions site v151ts to grantees.

(b) (GAR and the 0IG should-clanfy auditing responsi-
bility and adequacy criteria. GAD and GAR should also
continue to carry out the revised MOE guidance and

© pursue legislative refinements to current MOE
requirements.
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APPENDIX B

ONE BUDGET/GRANT YEAR'S LIFECYCLE
(Example: FY 1990) |
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APPF-‘NDI/ c

D‘SCUSS!ON of REGIONAL OFFICE and GRANT!:.E
L OE PRACTICES and PROCL’.DUQCS

Region thtic Descnptlon of RO ard

A : ‘ RO Set-Aside . grantee LOE practlces
F ' . .
1 I No States request that all -furds be

to utilize the LOE mechanism it is
_done on an individual grantee basis;
'if funds have already been awarded
to a grantee for an effort that now
must be done via LOE then the grant
or subsequent grant is reduced
| accordingly

No: ‘ * | Total allocation is made to grantees
' -| except when there is a refusal to .
assume responsibility for a program;
- | in that case, theReglon may use the
| LOE mecmamsn, on occasion states
- | will. request IOE assistance which

_is then fundeq with their 105 funds

3 ‘ - No- ’ States inform RO of their LOE pro- '

' ject needs and how much they should
‘have transferred from their base

. award; if LOE needs are identified
after the grant award they are
funded from available sources

(contingency, unexpended prior year

|
. N - , i obligated; if a grantee does want
|

e ] T,

_ funds, etc.)’
4 S e States have requested that all funds
5 __ ] have [eluested g
5 : - No - - | States request- that ail'fmﬂs be

? ‘ obligated; if LOE projects arise
I ' » during the year the RO and grantee
can deobligate, use.prior year
= unexpended, or mutually agree as to
what other activity will be deferred -:
| in its place




Yes

&

RO contacts states by phone early in
process to identify their LOE needs;
traditionally the amount set aside -
has been about 5% of.the Region'’s .
allocation : L

»

Yes

I
l
| .
|
I
|
|
|

RO sends letter to states requesting.
their identification of needs; priority

- of LCE requests is based upon each

merit, EPA-State priorities, grantee
refusal to perform certain required
civit] ,

RO obligates all funds to its grant-

-ees; if a state requests an LOE

project then funds come from its
grant award; if there are unexpended
finds at the end-of-the year a LOE

- . x m

Yes

The- amount of LOE set aside is de—-
termed by state and high national
projects; RD technical staff talks
to their state and local counter-

parts with potential projects
~identified during workplan negotia-

tions; grantees send request to Air
Tief ‘ ing IOF .

10

Yes -

States in Region meet to discuss and
jointly recommended potential pro-
jects and RO staff select proposals;
most. grantees on July fiscal year.
but do not see their IOE funds until
.1 _November




(A

May - CAQPS' request RO estimate of grantee requests and
provides preliminary guidance on contractor costs
of activities. .

August . " ROs provide initial est:.mate of LOE pro;ects and
costs.
October Prélim_inary advice of allowance to special support - .
- account.
‘November " ROs conduct further negotiations with grantees and

make appropriate adjustments; provide CAQPS with
plamning list of projects.

- Jamuary Transfer of Regional. 105 funds to the special
: : support account; notification of the advice of
alliowance.

April-—Jme Additional, direct transfer requests from ROs.
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D

statewide basis. In making this preliminary allocation of State needs -

" national- population. (1970 Census Data.)

‘~expressed as percentage of natiomwide total.

.Federal dollars is then the State's percentage need multiplied by the

‘the factors utilized for each State and the resulting ql]beation.

DRAFT
APPENDIX (1974 ATlocation P'Ian)

I. 1974 Aliocation Plan Criteria and Assumgtion .
. The FY '74 allocation plan utilizes specific input data on a

FY '74) the following parameters were utilized in the calculations for
each State: |
1. The population of the State expressed as a percentage of the

2. The number of manufacturing estab}ishments'in a State expressed
as a percentage of the estimated nationwide total., (1967 census of
Manufacturers.) ‘ o _ | ‘

3. The number -of air quality priority 1 regions in the State.

4. The tota1 capital expenditures for new manufacturing equipment
expressed as a percentage of the nationwide total -
5. The motor vehicles registered in the State eipresseq as. a
percentage of the national total. - R |

The allocation for each State 1s first. determined as 1ts percentage
need and then adjusted to a base of 100%.  The State's Federal share of

total Federal dollars available for 1974 (348.5 mil1ion). Table 1 shows

Tﬁe tentative allocation scheme parameters address directly two of

the four basic Federal Register criteria, population and the extent of the

stationary source problem. The scheme also'ref1ect§.;someyhat. on the




{mpact-of national priorities-as 1t expresses the relaiifé problems to-
be faced by a State with respect to priority I air quality regions (air
qualfty standards) and looks at a possible indicator of the mobile source
. and stationary source problem as they relate to meeting the standards.
The tentative a}iocation scheme doés not address the impact that require- ' " &,
ments.for revising control plans or dgveloping.new control schemes, such |
as'land use planning and transportation controls, may have on control

program resources of a State. Nor does it Took at loéai and State programs

in terms of the types‘of program operations that they should berfonm in

order to be most effective'1n controlling atr pollution sources.

Rlﬁpqygh‘the scheme provides a basis for Sppoftioning grant fund§ on
a:percentage-basis regardless of the amount of total Federa] funds, 1t
has:an-obvious shortcoming in that the gruwth’1n;populat1on..mdtor vehicles,
etc. were:not-considered. |

A second 1mpontant aspect iouId be to Took at the possibility of
substituting a mgisnrabie control parameter that indicates the extent of
the existing problem. The tgtgl emissfons in a State could be substituted |
for the number of manufacturing plants and capital expenditures as these |
two parameters 1ndicate:tye extent of the possible pollution problem from
stationarx.soutces. 1Su§h a substitution neglects the variation from

state to. state.in types of existing control problems and could penalize.

1/}

those states which have performed Capably in the abatement and preventive
aspects.of'air pollution control. - ’

- The optimum allocation system would be.one that tended ?o provide

funds to states and localities not only on a need basis, but also on the




effectiveness of the control program in efther reducing air pollution
levels or in the maintenance of air po11ut10n standards. The existing
data would not‘support this type scheme until definitive trend data
concerning emissfon reduction and air qua]ity data are obtainable for
‘each agency. The semiannual'and annual report of State act1§1ties may
eventually result in data that can be ‘correlated with cost.
II. Revision of 1974 Tarqet Allocation

In an effort to move toward a distnibutidn of resources to those.
areas with an increasing need, and toward: the achievement of the ‘Clean A1r o
Act on a nationwide basis, the tentative 1974 allocation tended to redistribute
the funds from areas with assent1a11y (1) small land areas. (2) air
particulate problems, (3) slowed growth rates, and (4)itelat1vely Sma11ef.
populations to areas with (1) medium size land areas and large populations,
(2) increased growth rates, and (3) transportation control needs. Data
- provided by the regional offices and an analysis of State SIP resource
needs, however, 1ndicates these changes in distribution should be phased
over a period of time to prevent the granting of 1ncreased awards to
agencies that cannot utilize these additional resourtes {mmediately and to'
prevent dnastic-cuts'in-essent1a1 agency 9peratfdns that are striving to .'f
meet SIP obligations. _ ‘

In 1973 the regional offices were requested to rank their agencies
based on the priority system of SIP roles. Since Federal funds will be
availab1a to support the State and Tocal control program operations
nationwide in FY 1974 at the same Ieyel as in FY 1973 we must rely on the

State and local agencies to make an even greater effort to obtain additional




non-federal resources. The.limited Federal resources make it neceésaty

to assign Tower priority to confinued support to agencies that may share

some responsibilities with the State agency. For this regsén the regions N %
are encouraged to provide the Statg and those Priority I and II local
agencies with‘re1at1ve1y.more of the necessary resources to achieQe the
implementation plan by providing relatively less support.or phasing out.

unnecessary agency operations or agencies that do not have specific.
o™ v € '

AN

L]

delegated operations. This policy means that agencies whiéh-are not ;?*ii;w '
'contributing’effeétive}y to solution of prionity_prqb1ems or even those ff ¢

with some responsibjlity in enforcement, source surveillance, air quality
monitoring and 1abofat§gy services will face a phaseout of Federal funds
in 1974.

To begin this 1m91eméniat1on of a program whereby the regions begin
.to look at the need énq effec;iveness'of the chaI programs a 70%
reduction of funds 1n'§fior1ty IIT and IV agencies has been reallocated
to the regions having essentiaj1y priority I and II agencies. In additfon,
funding levels for priority I and II agencies have been kept at essentfally
the same level as in 1973. The revised allocation for the regional offiées
‘1s shown in Table II. ' |

—
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< The Office of Program Management Operations would like to gratefully
acknowledge the valuable contributions of the persons listed below without

: whom the production of this report would not have been possible. - In addition,
oA we would like to extend our very special thanks to the following ’national
' experts’ for their support and advice beyond. the call of duty - Greg Glahn,
Richard Mitchell, Dave DeBruyn Paul Bryan, Shlrley Mitchell, Dan Ryan and

Don Smith.
He ‘ters (QRAOPS, N.C.

Greg Glahn .~ Jerry Emison Joe Padgett
Bern Steigerwald Gary McCutcheon "Neil Frank -
Don Smith _ Jerry Yarn : Bill Hamilton
Fred Renner Curt Devereux Tom Donaldson
Kirt Cox -
EPA Headquarters: (Washington) ‘ . L

John Rasnic, SSCD '
Ron Shafer, SSCD -
Kristin McNamara, OARM -

Richard Mitchell, GAD
.Jane Souzon, OGC
Laszlo Bcgckh',- MS

EPA Regional Offices

)

Region IT

Region II

Region I

Paul Bryan Bill Baker ; pDan Ryan

Lou Gitto . John Fillipelli Jessie Baskerville
Dan Regan Roch Baamonde Tom Maslany.

John Hanisch Helen Beggun

Steve Perkins

Region IV

Bruce Miiler

Connie Snnon

_Allce Jenik- .

Rggion v

. Shirley Mitchell.

Kathy Mastropieri

--Region VI

Ragan Broyles

) Ray Gregory Joe Clesceri. Joan Brown
» Wayne Aronson . Steve. Rothblatt . Diane Sales
Winston Smith - David Kee Ray Smith

Bill McBride

~Julia Barrow
"Charles Luczak -’

Richard Cox

Bill Hathaway
Jack Divita
_ Phyllis Putter




Region VII

Region VIII
Wayne Leidwanger 'Lee Hanley
Carl Walter Dean Gillam
Carol Levalley Doug . Skie. .
Art Spratlin- Irv D1ckste1n
Gene Ramsey Martha. Nicodemus-
Jack’ Hldmger
~Region X -
Dave Kircher
George Abel
Gary O'Neal
STAPPA/ALAPCO
'Bill Becker

State and ILocal Agencies

Don Arkell, Lane Regional Council (Or.)
Brad Beckham, Colorado

Jan-Bush, CAPCOA

Ivan Choronenko Hillsborough County (F1.)
Bob Collom and Marvin Lowry, Georgla

Art Dammkoehler, Puget Sound (Wa.)

-~ John Evanoff, Chicago (Il.)

Bruce Maillet, Massachusetts

Kurshid Mehta, Jacksonvnle (Fl.)

Nick Nikkila and Janice Eggen, Missouri
John Paul and Bruno Maier, Dayton (Ch.)
Roger Randolph, Tulsa (OK.) :

Steve Spaw and Dru Skaggs, Texas

Paul Stablein, Kansas City (Mo.)-

Don Theiler and Bob Belongia, Wisconsin
Roger_ Westman, Allegheny County (Pa.)

Region IX

Wally Woo

Melinda Taplan

Dave HoweKamp &
Janet Popil

Willard Chin

Carol Sakamoto

Dave Calkins

Richard Grow

Stephanie Valentine
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