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Introduction

1. Introduction

Background

Recent studies by EPA and others suggest that the
Nation’s wastewater infrastructure faces significant
challenges 1n the coming decades At the same ume,
the Nation will need to address wet weather pollution
discharges, failling decentralized wastewater systems,
and nonpoint sources of polluton that threaten our
Nation’s resources  Because the Federal government
funds only a portion of the Nauon’s investment 1n
water quahity, States have urged masimum flexibiliev in
their use of Federal resources, so as to direct
investments at the water quality problems of greatest
priooity

The Joint Conference Commuttee report on H R
2620, the 2002 appropriatons bill that includes the
US Environmental Protection Agency’s (EPA’s)
budget, directed the Agency to develop a broad
working group to review and address the basic
means by which EPA mav accord flexibility to Srates
and also assure that Federal investments in water
pollution control achieve the greatest possible
benefits (Full text from conference report included in

Appendin A)

The Committee requested that the following specific
questions be among those discussed

1 Are the SRF (State Revolving Fund) and
other Federal financial assistance programs
achieving maximum water quality protection
in terms of public health and environmental
outcomes?

2 Are alternanives other than wastewater
treatment plants and collecton systems
ehgible for Federal assistance, and, if not, why
not*

3 Do the prionity ranking systems which States
use to prioritize ehgible treatment works
projects properly account for environmental
outcomes, Including 1ndirect impacts from air
deposition of treatment plant eftluent or
stormwater runoff from sewer construction-
mduced grow th?

4 Are reapients of Federal assistance required
to adopt appropriate financial planning
methods, which would reduce the cost of
capital and guarantee that infrastructure
would be maintained?

5 Have sufficient performance measures and
information systems been developed to
assure the Congress that future Federal
assistance will be spent wisely by the States?

The Commuttee requested that the working group be
formed with representatves from a variety of
interested parties including the State/EPA SRF Work
Group, the Environmental Council of the States,
Environmental Finance Centers, and centralized and
decentralized wastewater and nonpoint source
stakeholder groups.

The Committee indicated in the Conference Report
and through subsequent conversauons that the
workgroup, through EPA, should prepare and
submur to the Congress by July 15, 2002, a report
addressing the aforementoned questons and other
related 1ssues 1t deems relevant
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Approach

In response to the Committee’s direction, EPA
organized and conducted a public workshop on
March 14-15, 2002 1n Washington, DC The public
workshop was designed to provide a forum to
address the questions raised bv the Commuttee and to
provide an opportunity for public input on 1ssues
related to but not specificallv addressed in the
Commuttee report language

The public workshop was advertised to potenually
interested parties including those requested by the
Committee on Appropriauons Information about
the public workshop was widely distributed through a
Federal register nouce, email messages to EPA’s SRF
and nonpoint source-related mailing lists, and through
several “listservs,” (email systems that distribute
requested topical informauon) Orgamizauons such as
the Environmental Council of the States were given
an electronic version of the workshop brochure
which they then distributed to their members

Nearly 120 individuals registered (the registration hist
1s included in Appendin B) for the event represenung
the following array of organizations

* State agencies (14 SRF program agenctes, 5
environmental or other agenctes)

* Private sector (19 companies—e g,
decentralized wastewater system vendors)

+ Nongovernmental/nonprofit organizations
(15)

+ Associations (9)

* Federal agencies (3)

* Municipaliues (2)

+ Congressional commuttees (1)

The agenda for the public workshop was designed to
address the questions posed by Congress through a
combination of expert speaker panels, question and
answer sessions, and open discussion sessions. (The
public workshop agenda 1s included 1n Appendix B)
The panel presentations were included to provide a

base understanding of SRF and other Federal funding
program requirements, past performance, and
perspectives on future directions  State
representatives provided case studies that illustrated
program operauons and innovauons The queston
and answer sessions and open discussion sessions
followed the presentations to ensure that ample
opportunity was provided for input from members
of the audience

The group of interested people that parncipated
the public workshop did not fall under the defimuon
of a Federal Advisory Commuttee under the Federal
Advisory Commuttee Act  As a result, the intent of
the public workshop was to hear differing
perspectives and insights without an attempt to form
a group consensus or to generate group
recommendations A nouce was put in the Federal
Regster stating the public had access to the draft
report for a 2 week on-line comment period EPA
provided the opportunity for any interested group or
individual to submit comments or other input

through Apnl 15, 2002

Report Organization

The report 1s not an exhausuve record of all derails
discussed during the public workshop nor does 1t
attempt to embellish or interpret martters that were
incomplete or left unclear dunng the event. Instead,
the report summarizes the main themes and messages
of each session’s presentation(s) and the public input
provided during the session. A workshop summary
(section 4) was prepared to provide a more detailed
description of the public comments and responses
from panel members or other audience members.
The four major sections, following this introduction,
include-

* Water quahty funding-a historical perspective
* Encouraging efficient wastewater management
* Public workshop summary

* Response to congressional questions




Water Quality Funding—A Historical Perspective

2. Water Quality Funding—A Historical Perspective

Water Quality Funding: Yesterday and
Today

Throughout the twentieth century, local governments
provided the majority of financial support for water
pollution control (see Figure 2-1). However, during
the same period, Federal funding programs provided
critical support that encouraged local spending for
wastewater treatment—Federal funding incentives
were especially important to the implementation of
new levels of wastewater treatment. This section
presents a very brief historical perspective of water
quality funding that provides insight into the funding
challenges our country faces today.

The earliest water quality projects focused on
wastewater collection systems. By 1910, about 10
percent of the U.S. urban population was served by
collection systems that conveyed wastewater to
primary treatment facilities or to direct discharges.
Around the same time there were several carly
experiences with “secondary treatment.” For
example, in 1907 one of the first trickling filter
facilities was constructed in the city of Gloversville,
New York. The first activated sludge facility in the
Nation was constructed in Chicago in 1916.

Although many cities began to finance, build, and
connect their centralized collection systems to
secondary wastewater treatment facilities, many
others continued on only with primary treatment.
The existence of serious water pollution problems in
the United States was first recognized during the
1920s and 1930s. Outbreaks of cholera, typhoid, and
other waterborne diseases as well as declining fish
and shellfish populations led to the recognition that
direct discharge or primary treatment were generally
inadequate methods of wastewater disposal.

Federal Funding Initiated

Federal funding to subsidize the cost of water
pollution control was initiated with the passage of
the 1948 Water Pollution Control Act. This Act
provided the first authorization of funds for
wastewater treatment in the form of loans. Early
efforts to address water pollution control and related
funding also included:

* 1956 Water Pollution Control Act (Health,
Education, and Welfare)

* 1965 Water Quality Act (Interior)—Set water
quality standards

* 1965 Public Works and Development Act

25
Operations & Maintenance
20 1
B Local Capital
15 3

B Federal

Billions in 1996 Dollars

Figure 2—1: Federal vs. 1ocal Wastewater Expenditures

Source: Federal, State, and 1.0cal Governments, Gorernment Finance Reports, U.S. Department of Commerce, U.S.

Census Bureau, Governments Division
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(Commerce)—Created the Economic
Development Administration to provide
grant money to economically distressed areas
for public works projects

The Push_for Secondary Treatment

With growing recogmition that water quality 1n many
of the Navon’s rivers and lakes were severely
impaired, Congress determined that bolder measures
were required to reverse the trend and passed the
1972 Federal Water Pollution Control Act
Amendments The Amendments mandated at least
secondary treatment and provided increased Federal
construction grant assistance The results of the
1972 Act were impressive 1n 1972, 2,594 (13
percent) of the Nauon’s 19,355 publicly-owned
treatment works (POTWs) were providing less than
secondary treatment, 49 percent were providing
secondary treatment, and about rwo percent of the
facihities were providing treatment levels greater than
secondarv treatment By 1996, the number of
POTWs providing less than secondary treatment
dwindled to less than one percent (less than 200), 28
percent were providing greater than secondary
treatment, and another 12 percent of facthuies had no
discharge

her Federal Programs Innate W uality

Funding

During the early 1970s other Federal programs were
also imitrated to provide support for water pollution
control infrastructure  The 1972 Rural Development
Act estabhished the Rural Development Insurance
Fund under the Department of Agriculture to
provide loans for wastewarter and drinking water
infrastructure  Also, in 1974, the Department of
Housing and Urban Development imuated the
Community Development Block Grant (CDBG)
program. Each vear 10-20 percent of block grants
are used to support water and wastew ater

mfrastructure

Programs Continue to Evolve

During the late 1970s and earlv 1980s the country
adjusted the water pollution control infrastrucrure
funding programs first with the 1977 Clean Water Act
amendments that transferred program responsibility
to the States and then through the 1981 Construction
Grants Amendments which reduced funding levels
and increased the local share of project costs  Also,
during this pertod Congress began to increase focus
on USDA conservation activities with the passage of
the 1985 Food Security Act. This Act established
several long-standing conservation programs
including the Sodbuster, Swampbuster, Conservauon
Compliance, and Conservauon Reserve Program

(CRP)

In 1990, the Food, Agriculture, Conservation and
Trade Act made some modifications to the
Conservatuon Reserve Program to emphasize water
quahity considerauons  The Act also established the
Wetlands Reserve Program In 1996, the Federal
Agricultural Improvement and Reform Act
consolidated exisung conservation cost-share
programs with the establishment of the
Environmental Quality Incenuves Program (EQIP)
To date, conservaton spending for agriculture has
nearly tripled since the mid-1980s with the greatest
portion of this spending gomng to support land
reurement through the Conservation Reserve
Program (USDA Economic Research Service,
Agnicultural Outlook, September 2001).

With passage of the 2002 Farm Bill, funding for
conservation activities has continued to increase, both
for newly added and preexisung USDA programs. For
example, funding authonized under the current EQIP
program can now be used for Conservation
Innovation Grants and Ground and Surface Water
Conservauon funding New programs include the
Conservation Security Program (CSP), used to
provide payments to farmers and producers who
practice good stewardship on agricultural lands, the




Water Quality Funding—A Historical Perspective

Grassland Reserve Program (GRP), and the Great
Lakes Basin Program for Erosion and Sediment
Control.

A New Focus on Water Quality

In the late 1980s Congress signaled a new emphasts
on addressing water quality improvements The 1987
Clean Water Act Amendments made major changes
to water program management with the introduction
of Section 319 (Nonpoint Source Control) and
Section 320 (Estuary Protection) Title VI of the
Amendments replaced the construction grants
program with the Clean Water State Revolving Fund
(CWSRF) program and fundamentally changed the
way the Nation subsidizes wastewater system
construction and other water qualin projects.
Instead of direct grants to municipalites for
construction of publicly owned treatment works,
Congress directed EPA to provide grants to States to
capitalize low-interest loan programs and other
nongrant funding options such as purchasing local
bond insurance Congress also made the CWSRF a

State-run program with only minimal oversight by
EPA.

This new focus has resulted 1n new projects being
funded Whilc most CWSRF funding has been
provided for important municipal wastewater
treatment projects, many other projects have been
funded through CWSRF loans, nonpoint source
grants, and through the Nauonal Estuary Program
including

* Onsite system remediation

* Stormwater best management practices

* Construction best management practices

* Agriculture best management practices

* Riparian protection

* Wetland protection

* Land Acquisiuon and Conservation
Easements

* Underground Storage Tank removal

* Brownfields remedianon

* Source water protection

Further details on the operaton and acuvities of the
SRF and other Federal funding for water qualicy
projects are provided 1n other secuions of this
report

Future Water Quality Funding Challenges

To gain a better understanding of the future
challenges facing the clean water industry, EPA
conducted a scudy, 1he Clean Water and Drinking Water
Infrastructure Gap Analysis, 10 idenufy whether a
funding gap will develop between projected
investment needs and projected spending EPA
released the study in October 2002

The Gap Analysis covers a 20-vear period from 2000
to 2019 and includes esumates of the funding gap
for both capital and operauons and mantenance
(O&M) Tor clean water, the esumates of investment
needs and spending used to calculate the gaps cover
all of the approximately 16,000 publicly owned
treatment works (POTWVs)

Studv Findings

The Gap Analysis presents the projected funding gap
over the 20-\ear period 1n two ways a "no revenue
growth" scenarto that compares the projected need
to current spending levels, and a "revenue growth"
scenarto that assumes spending will increase by 3
percent per vear. This annual increase represents a
real rate of growth of 3 percent over and above the
rate of inflanon—a projection which 1s consistent
with long-term growth esumates of the economy

The "no revenue growth” scenario 1s useful for
understanding the extent to which spending might
need to increase relative to the status quo. This
analvsis esumates a total capital payments gap of
$122 billion, or about $6 bilhon per vear, for clean
water The O&M gap 1s esumated at $148 billion, or
§7 billion per year
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Under the "revenue growth" scenario, the capual gap
15 321 billion, or about $1 bilhon per vear, for clean
water, and the O&M gap 1s esumated at $10 billion,
or 30 5 billion per year

Principles for Closing the Infrastructure Gap

It 1s important to recognize that the funding gaps
would occur only if capital and O&M spending do
not increase from present levels This assumption
understates future spending and ignores other
measures that can be taken These can include, but
are not limited to, asset management to reduce capital
and O&M costs and rate structures that better reflect
the cost of service In reality, increasing needs will
likely prompt increased spending and thus a smaller
funding gap, as 1s captured by the "revenue growth"”
scenario.

However, the analysis presents an indication of the
funding gap that will result if we 1ignore the challenges
posed by an aging infrastructure network—a
significant poruon of which 1s beginning to reach the
end of 1ts useful design hfe In response, EPA has
proposed principles to help guide cfforts of Federal,
State, and local governments to address this threat to
America's public health and environment  The
principles for closing the infrastructure gap are

* Uthgung the prvate sector and exasting programs—
FFostering greater private sector involvement and
encouraging integrated use of all local, State, and
Federal sources for infrastructure financing

* Promonng sustainable systems—IEnsuring the
technical, financial, and managenal capacity of
water and wastewater systems, and creating
incentives for service providers to avoid future
gaps by adopting best management practices
that will improve efficiency and reduce costs.

* Encouraging cost-based and affordable rates—
Encouraging rate structures that cover costs and
more fullv reflect the cost of service, while
fostering affordable water and wastewacer
service for low-income families

o Promoting technology innovatton—Creaung
mcentives to support research, development,
and the use of innovatve technologies for
improved services at lower hfe-cvcle costs

* Promoting smart water use—Encouraging States
and service providers to adopt comprehensive
strategles to manage water on a sustainable basis,
including a greater emphasis on options for
reuse and conservation, efficient nonstructural
approaches, and coordination with State,
Regional, and local planning

* Promoting watershed-based decision-making—
Encouraging States and local communities to
look at water quality problems and drinking
water source water protection on a watershed
scale and to direct funding to the highest prionty
projects needed to protect public health and the
environment

* Promoting reliable onsite systems—Encouraging
State and local governments to improve the
rehability of onsite sewage treatment systems
and to develop strategies for Regional sewage
managemcnt
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3. Encouraging Efficient Wastewater Management

Studies by EPA and others suggest that the Nauon’s
exsung wastewater infrastructure will require large
investments in coming decades At the same ume,
water quality conunues to be adversely affected by
stormwater runotf, decentralized wastewater systems,
and nonpoint sources of pollution  As a result, 1t 1s
important to recogmze that local efforts to enhance
efficiency and lower costs will be critical to meeting
this challenge.

In devising principles that will help guide Agency
efforts to address the future water quality funding
challenges, EPA 1denufied the following as key
principles that can guide local governments as they
work to enhance local wastewater management
efficiency

* Sustainable wastewater systems

Rehable decentrahized wastewater
management

* Watershed-based deciston making
* Technology innovaton

Sustainable Wastewater Systems

Efforts to build local capacity to efficiently run
wastewater systems will be critical in the future
“Capacity” can be defined as having adequate
technical, financial and managenial skills and
expertence needed run a wastewater system.
Technical capacity refers to a system’s ability to
effectively operate and maintain the wastewater
collection and treatment system  Financial capacity
refers to the ability of the system to maintain an
adequate user charge system and effecuvely manage
the financing of capital projects and other financial
duues Managernial capacity refers to effecuveness and
efficiency of the management structure of the
system Should a system be lacking 1n these areas, 1t
may be appropriate to consider opportunities to join
with or consolidate their svstem with another to
achierc greater economies of scale and increase
technical skills and expenence levels

Many wastewater systems are alreadv exploring
innovauve and comprehensive management
techniques to improve efficiency and reduce future
costs Several of the often menuoned techniques are
asset management and environmental management
systems

Assct Management

Asset management has recerved a significant amount
of attention as a techmque that will help wastewater
systems continuously and comprehensively manage
collection and treatment system assets Asset
management calls for a full accounung of a
facility’s assets, documentng the condiuon,
service level, useful life and expected replacement
costs. The combinauon of this data produces a
clear vision of how best to maintain the system,
the tming of asset replacement projects and their
costs over ime There 15 a growing nced within
the wastewater industry to develop this tvpe of
management approach to ensure that financial
resources will be able to keep up with the growing
capital needs Proper wastewater asset
management can help to lessen the financial
burden of system repair and replacement

Envir ntal Mana nt System

Environmental Management Systems (EMS) are
another technique that enhances wastewater system
performance and helps facihties meet their
environmental goals By helping to idenufv the
causes of environmental problems and then
eliminating them, an EMS can help keep costs down
Advantages for a wastewater facility adopung an
EMS are

* Improved environmental performance

* Enhanced regulatory complance

* Polluuon prevenuon and/or resource
conservatton

* Increased efficiency

* Reduced costs
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* Lnhanced 1image with public, regulators,
lenders, and investors

* Emplovee awareness of environmental 1ssues
and responsibihties

Currendy, EPA 1s working on developing an EMS
framework that will detail and coordinate various
management programs and techniques available to
utithty managers todav EPA 1s working with two water
industry associations and will develop focused
recommendauons regarding integration of
management programs into an overall EMS
framework The EMS framework will encourage EMS
implementanon with complementary asset
management and benchmarking programs to create a
comprchensive wastewater management system

San Diego, California provides an example of EMS
implementauon The city’s EMS program focuses on
reductions 1n energy consumption, chemical usage,
solid waste disposal, and potable water use Posiuve
results are occurring in many areas of the facility
Electrical use in one plant has been reduced by 10
percent and chemical usage by 8 and 30 percent in
two other plants. The use of the EMS has also left
the aity better prepared to respond to any new or
modified wastewater standards or requirements that
occur n the future

Reliable Decentralized Wastewater
Management

The appropriate management of septic, cluster, or
other decentrahzed systems 1s essential to maintaining
and improving water quality EPA recognizes that
properly installed and managed decentralized
wastewater systems are a cost-effectve long-term
option for mecting public health and water quality
goals The Agency also sees decentralized systems as
being critical to the Nauton’s long-term solution to
water pollution. Efforts to improve the capacity to
manage decentralized systems locally or Regionally are
cnincally important to achieving the goals of the
Clean Water Act  EPA will conunue efforts to

improve local capacity to manage decentralized
wastewater treatment solutions. The Agencv will also
conunue to provide technical support for the
development of decentralized system management
and will conunuc to encourage available funding
programs, including the CWSRF program, to
properly consider decentralized systems in project
priofity systems

Watershed-Based Decision Making

Tradiuonally, water quality programs have focused on
specitic sources of pollution, such as sewage
discharges, on specific water resources, such as a river
segment or wetland While this approach may be
successful 1n addressing specific problems, 1t often
fails to address the more subtle and chronic
problems that contribute to a watershed’s decline.
For example, pollution from a sewage trearment
plant might be reduced significandy after a new
technology 1s installed, and vet the local river may still
suffer 1f other facrors evist in the watershed, such as
habitat destruction or polluted runoff. Watershed
management can offer a stronger foundation for
uncovering the many stressors that affect a

watershed The result 1s management better equipped
to determine what acuons are needed to protect or
restore the resource

Efficiency 1s also tncreased once all agencies with
natural resource responsibilives begin to work
together to improve condiuons 1n a watershed In its
truest sense, watershed protection engages all
partners within a watershed, including Federal, State,
Tribal, and Local agencies. By coordinaung their
efforts, these agencies can complement and remnforce
each others’ acuvities, avoid duplication, and leverage
resources to achieve greater results

Federal, State, and local programs should play a
cnucal role in watershed-based management
Coordination of the manv approaches available can
be a daunting task, but 1s important to ensure that
available resources arc used for high priority
watershed protection and restorauon projects
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For example, Ohio’s Water Resource Restorauon
Sponsor Program (WRRSP) illustrates how a CWSRF
program can be tapped to address muluple problems
within a watershed In Ohio’s WRRSP municipahities
pair up with restoration partners such as a land trust
or a park district and access the Ohio CWSRF
program for project funding Municipalities recene a
CWSREF loan that will cover the costs of a wastewater
trcarment svstem project and a watershed restoration
project The watershed restorauon project 1s
undertaken by an experienced non-governmental
organization partner, such as a land trust To
encourage these partnerships, Ohio’s CWSRF
program lowers the interest rate on the CWSRT loan
to the municipality so that the annual cost would be
equal to or slightly below the cost they would have
experienced with a project loan that excluded the
restorauon project This program reinforces the 1dea
that wastewater treatment and watershed restoration
have the same goal—water quality

Technology Innovation

There are many new innovauve trearment
technologies and wastewater systems currently
available or being developed These technologies
address many aspects of water pollution control
including wastewater treatment, combined sewer
overflows, stormwater controls, and decentralized
systems Moving forward, it will be important for all
interested parues to support the development of
more efficient and cost cffective water pollution
control technologies Regulatory barriers making 1t
difficult to use alternative or innovauve technology
will need to be addressed and incentives mav be
necessary to encourage the implementation of
nnovatuons
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4. Public Workshop Summary

Paying for Water Quality
Managing Funding Programs to Achieve the Greatest Environmental Benefit

Session I: Introduction

Focus: To provide a discussion of EPA’s goals for the two-day workshop
Speaker: Rich Kuhiman, US EPA

Summary:  The purpose of this session was to provide an overview of workshop objecuves and to present
a breakdown and explanation of the meeting agenda for all parucipants The public workshop was described as
a forum to discuss how to effectively manage exisung Federal water quahity funding programs. Agenda topics
highlighted for further discussion included a history of Federal funding, an explanation of furure funding
needs, a discussion of the CWSRF program, a descripuon of other Federal funding programs, water quality
challenges beyond centralized wastewater systems, environmental performance tracking, and local actions that
work to increase efficient wastewater management

This session also described the workshop structure It was stated that adequate ume for discussion would follow
each individual session, however it was made clear that, as a group, the parucipants would not fall under the
Federal Advisory Committee Act, and therefore a consensus would not be sought Instead, a compitauon of
comments made during this public workshop would appear 1n the Report to Congress Interested participants
were tnstructed to provide additional input before April 15, 2002, for inclusion in this final report

Session II:  Water Quality Funding Today

Focus: To discuss how water quality protecuon efforts have been funded histoncally and how they
are funded today This session also discussed future funding challenges and EPA prnciples to
address those challenges

Speakers: Jordan Dorfman and Angela Anderson, US EPA

Summary:  The purpose of this session was to provide an overview of historical funding sources for warer
quality projects, the types of water pollution controls funded, and the success of such overarching programs In
addition, this session ended with a focus on the future challenges to funding water quality eftorrs, specifically
those outlined in “The Clean Water and Drinking Water Infrastructure Gap Analvsis.”

A legistauve historv of funding for water qualin projects provided a background understanding and a
framework to discuss the changing focus and levels of Federal authonizauons for water qualinn funding As
described during this session, Federal spending for water quality projects began in the 1950s and conunued to
increase dramatically through the 1970s Although Federal funding levels for water quality projects increased to
very high levels during the 1970s, levels began to dechne following the earlv 1980s

11
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Federal Clean Water Act funding brought about environmental improvements thar included a reduction n the
Biochemical Oxygen Demand (BOD) loading from Publicly Operated Treatment Works (POTWs) by twenry-
three to forty-five percent Nauonwide and a stausucally significant improvement in dissolved oxygen levels for
eight of the cleven major US rniver basins It was stated that spending on water quality now exceeds $25 billion
dollars per vear

The second portion of this session focused on the need for the US to increase spending on wastewater
infrastructure and nonpoint source projects “The Clean Water and Drinking Water Infrastructure Gap
Analysis,” soon to be published by EPA, illustrates a wastewater funding gap that 1s the difference
berween current funding levels and these future funding needs. This report esumates that there will be a
clean water capital payment gap over the next 20 years. It was highlighted that such a gap in wastewater
funding 1s a direct result of increasing costs, population, Federal mandates, levels of treatment, and an historical
under-recogmuon of the future cost of replacement. Principles suggested for closing the infrastructure gap
included utilizing the private sector and existing programs, promoting sustainable systems, encouraging cost-
based and affordable rates, promoung technology innovation, promoting smart water use, promoting
watershed-based decision-making, and promoting reliable onsite systems and wells

3

(Note At the ume of the meeting, the report mentioned had not yet been published by EPA The report was
issued 1n October 2002 It concluded that the predicted gap varies considerably depending on the combination
of assumptions used 1n the analysis The analysis found that a significant funding gap could develop if the
Naton’s clean water and drinking water systems maintain current spending and opcrations practices However,
this gap largelv disappears if municipaliies increase clean water and drnking water spending at a real rate of
growth that 1s consistent with the long-term growth esumates of the economy)

An additional challenge to future funding needs included a discussion of the costs associated with nonpoint
source projects to address such i1ssues as hypoxia, pfisteria, and improper waste management techruques
In addion, the completton of the 2000 Clean Water Needs Survey was described as a means to more
accurately quantfy and report nonpoint source needs.

Input: 1) Public Comment_ The assumpuons that 1 see about funding sources ts that most States will
have taxpayer based or ratepayer based funding and there will be some njecuon of Federal
funds from the Federal treasury through the various agencies idenufied How about looking at
who uses these services and not just looking at the taxpayer or ratepayer as the basis for the
funding We have a lot of funding programs in place, not just because of problems caused by
the individual, but by large industrial polluters Shouldn’t polluters contribute funds based on
the damage that they’re doing?

Panel Response  Historically most of the costs for wastewater treatment and for providing
drinking water have really come from the local level, people paying their rates, well over half of
the cost 1n addition to the Federal subsidy On the State level, many States will impose fees on
industny. Tt 1s sort of buile on that “polluter pays” principle. Industries that require some type of
permit are paying the cost of that permit, although 1t’s probably short of the full polluter pay
concept 1t 1s an interesung point, however I don’t think 1t would work with existing legislation
that we have within the Clean Water Act. Bug, it 1s something that certainly could be entertained
as we work toward the CWA reauthorization, or reauthorization of the SRF program.

12



Public Workshop Summary

2)

3)

4

Public Comment  There 1s real variabihty in States over the charges for NPS permits, some
charge zero, while some fees are substannal Many States do not even cover the cost of wrting
the permit In 1993, Congress considered fee based legslation, and saw what 1t would take to
charge some tax or fee on top dischargers (looking at the toxicity of the discharge, volume of
the discharge, and the overall water usage) and loohed at establishing a Nauonal Clean

Water Trust Fund There have also been proposals to take settlements from ciuzen
lawsuits and other things, which now go into the Nauonal Treasury, and instead put them
into a Clean Water Trust Fund Senator Robb introduced such a bill last year There 1s discussion
in Congress, at the Maxwell School, at Environmental Finance Centers, and others thar have
considered ways to establish alternate funding sources Even though 1t’s not currently in either
of the bills in Congress, or SRF reauthorization, we ought to think outside the box for funding
sources Otherwise I don’t see how we can close that gap

Public Comment: One of the 1deas we have had some enthusiasm for 1n the private sector was
the privatzation of clean water treatment works as mentioned 1n a proposal 1ssued by the
former President Bush The problems we had implemenung privauzauon were many, but
one of them was—I don’t know if anyone 1s aware of this—but private firms providing
wastewater treatment are subject to different sludge disposal regulations because of the
defimtion of publicly owned treatment works in the Clean Water Act The other problem
we had was the difference between public bonds and prvate bonds and the rules of
arbitrage so that 1if you had some public financing and you 1ssue bonds, you turn 1t over to
the private sector. The third problem 1s the treatment of wastewater treatment facihues
funded by the Federal government You have to pay back the depreciated Federal share and
the State share using an amoruzaton schedule

Panel Response  You are night There are some restrictions in the CWA When I speak of
private sector involvement, there are whole ranges of things short of the private company
buying out the facihty from the public sector. There could be private companies coming 1n to
assist with the management or operation of the facility Or, other opportunities some
communites are trying.

I don’ want to say this 1s the magic solution that’s going to save the whole country Decisions
need to be made on a community-by-community basis. The decision needs to be made by the
community This i1s not something we’re going to force But rather, what are some of the
barriers there and what are some of the ways to lessen the barriers if need be to encourage the
private sector involvement? Although we don’t want to get into the bills that are present 1n
Congress now, House bill HR 3933 did address some of the private sector activity and
arbitrage 1ssues

Public Comment It’s my understanding that the Metropolitan Sewerage Agencies handle the
1ssues of the TMDL approach I am not enutely clear on this approach But, it seems to me
that 1t makes good sense to start with the decentralized system, as earlier mentoned, and use the
TMDL approach for decentralized systems Could you comment on this?

Panel Response 1 am not really an expert on the TMDL program, however, Romell Nand1 will
cover nonpoint source 1ssues later today
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5) Pubhc Comment How much of the SRF funding goes toward nonpoint source projects?

Panel Response In the carly vears of the program, the SRF funding share for nonpornt
source projects was low, although 1n recent vears, 1t’s been ramping up toward ten percent
(Correcuon In 2001, CWSRT funding for nonpoint source projects totaled nearly $200
mullion for 5% of total funding Nonpoint source funding has increased over the life of the
program) Cumulanive it 1s four percent, but it’s going up. Thus 1s the number of dollars
and not necessartly the number of projects When looking at the number of projects, 1t’s
much closer to rwenty-five percent, cumulauve In the past few vears, the percent total
nonpoint source projects 1s closer to thirty and forty percent Also, nonpoint source
projects tend to be much less costly than some of the treatment works projects

6) Public Comment What 1s the majority of the types of projects most funded, specifically within

the nonpoint source program?

Panel Response That will be addressed later this afternoon through a session specifically on
nonpoint source funding through the SRE

Session III:  Overview of the Clean Water State Revolving Fund Program

Focus: To provide an overview of the CWSRF Program, the largest source of water quality financing
assistance
Speaker: Mark Kellett, Northbridge Environmental Management Consultants

Summary:  The purpose of this session was to provide an overview of the CWSRF program for workshop
parucipants that needed a up-to-date understanding of the SRF program Topics discussed included a
description of the CWSRF structure, the status of program funding, project eligibthues and priorities, and an
explanation of ways in which to determine local program affordability

Ininial background information provided on the CWSRF program included a description of the ininal funding
shift from direct grants to loans, the shift from Federal to State lead 1n working with communities, and the
change 1n program focus from wastewater treatment to watershed protection

Details on the structure of the CWSRF included a companson of the program approach to that of a bank.
The CWSRF was described as a type of environmental bank, capitalized by both the Federal government and
the State government Sources of funding included the Federal capitalizatuon grants, the twenty percent State
match, bond 1ssue proceeds from leveraging, repayments, and other fund earmings

In a brief update on the status of the CWSRF program, 1t was stated that overall program funds available total
37.7 billion dollars. Of this amount, 18.3 billion dollars, as of June 2001, accounted for the overall Federal share
and 3 8 billion for total State march With successful programs operating in all 50 States and Puerto Rico, 1t was
also stated that 10,919 loans as of June 30, 2001 had been made totaling approximately 34.3 billion dollars. A
breakdown comparison of community size, bv loan amount, was illustrated through vanous graphs and charts
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Project chgibilitics discussed included those of secuion 212, planning, design, and construcuon of POTWs,

section 319, nonpoint source projects, and section 320, the development and implementation of management

plans for the Natonal Estuary Program A brnef discussion of CWSRF priorities included ty pical

considerations of prionity lists and a descripuon of integrated ranhing systems

In addition, this session also discussed CWA Tide VI assistance opuons, details such as CWSRF loan

interest rates, the 1dea of “grant equivalence,” and examples of State loan repayment terms

Input: 1)

2)

3)

4)

5)

Public Comment The size of loans to communities may be attributable to the amount of
special grant contributions 1n that year Senators are trying to get special appropriations for
large projects. Is this changing composiuon of CWSRF loan portfolios impacted by special
appropriaton earmarked projects that appear 1n the Federal Budgetr® Of paruicular incerest,
Mississippt has half of their funding in earmarks—the same amount in special grants as in
the capitalization grant

EPA Response There 1s no doubt that special earmarks have an impact on the revolving fund
Clearly there 1s a connection However, if you look at the history where carmarks have gone 1n
the past, such as in the eardy years, 1992-1993, there were a few large grants made to major
municipalines. Since then, this has changed dramatically Although earmarks do have an impact
on funds, I don’t think you see that impact here While there are still many large communities
getung grants, there are also many smaller communities gettng grants

Public Comment: Are earmarks coming out of preextsung grant montes or are they additional
funds that are put 1n?

EPA Response. Earmarked funds come from addiuonal monies provided by Congress The
CWSRF program has not been reduced in funding from those earmarks Congress either pulls
other funds out of EPA’s budget to put toward earmarks or they use additional funds from
other sources outside

Public Comment  Our experience has been with communities of 500 or less in population
These communiues are much different than commumities with populations between 3,000 and
3,500 In turn, these communities are even less similar to communiues greater than 5,000 or
10,000 people Are SRF staustics available on the number of projects, or percent of funds, for
these smaller communities?

EPA Response: We just don’t have that information on loans to small communiues States are
to provide this type of information on such communiues and right now the definiuon of small
svstems 1s 10,000 *

Public Comment In H R 3930, the defininon of small systems has increased to 20,000.
Public Comment: There 1s more emphasis and a need for the very small communiues to

upgrade their wastewater treatment systems to meet environmental regulauons We are
just concerned that they get their share and have access to funds
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Session IV: The Role of Other Federal Water Quality Funding Programs
Focus: To provide an overview of other sigmificant Federal sources of water quahny financing
Spcakers: Romell Nandr and Tim McProun, US EPA

Summary:  The purposc of this session was to provide an overview of the EPA Nonpoint Source Grane
Program, the Nauonal Estuary Program, and to provide 2 descniption of other relevant Federal funding
sources including those of the Rural Unlues Service and the Community Development Block Grant Program.

The discussion on nonpoint source funding began with a descripuon of National river-miles and total lake
acres impaired by nonpoint source polluting actviies The top sources of impairment, by percent total river-
mules and percent total lake acres, included agriculture, hydromodification, urban runoft, and storm sewers.
Total appropriations to the Nonpoint Soutce Grant Program totaled $100 million per year berween 1995 and
1997, $105 mullion 1n 1998, $200 million for 1999 and 2000, and $237 5 million for 2001 and 2002

This session also discussed the genceral usage and prionity targeung for CWA section 319 funds Topics covered
included the use of funds by the States, consistency of funding prioriues with those in the State’s Nonpoint
Source Management Program plan, and specific EPA conditions on funding, such as the requirement of States
to use approximately half of their 319 funds to plan, develop, and implement TMDL allocations Examples of
section 319 projects included Best Management Practices (BMPs), nonpoint source education programs,
technical assistance, monitoring, and watershed planning

Also discussed was the National Estuary Program and associated grant funding A history of the NEP program
provided registrants with details on the program such as the parpose of promoung comprehensive ‘plannmg,
Regional monitoring, and coordinaung research for significant National estuaries threatened by pollution,
development, and overuse Further background informaton described the unique approach for selecting and
managing an individual NEP under this grant program

As presented, FY02 NEP grants totaled approximately $17 million, equivalent ro $500 thousand for each of the
rwenty-eight NEPs In the past, an average of $300 to $350 thousand was allotted per program A discussion
of NEP planning and priority setung included a brief mention of the Comprehensive Conservation
Management Plans.

Priority problems presented included nutrient overloading, pathogen contamination, toxic chemical polluuon,
alterauon of natural flow regimes, habitat loss and degradation, dechne in fish and wildife populatons, and
umoduced species Various examples of CWA secuon 320 funded projects were provided

The second half of this session was devoted to the exploration of other significant Federal funding sources
including those of the U.S Department of Commerce, Department of Housing and Urban Development,
Department of the Intertor, and the Department of Transportation

Discussion on alternate funding programs for water qualin projects began with an overview of the
Catalogue of Federal Domestic Assistance The catalogue provides informauon on fifteen types of assistance
tools including formula grants, direct payments, guaranteed loans, and technical assistance The publication,
with information on some 1,482 assistance programs through 63 Federal agencies, was presented as a valuable
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resource When compared with similar assistance 1n other countries, the Federal assistance in the United States
1s verv generous Howecver, Federal resources are dwarfed by Natonal water quality needs

This session presented many non-EPA water quality funding programs, including the Department of
Agriculture’s Rural Unhnes Service Water and Wastewater Disposal Program, the Department of
Commerce’s Appalachian Regional Commussion, the Department of Housing and Urban Development’s
Community Block Grant Program, the Department of Intenior’s Infrastructure Program, the
Department of Transportation’s 21st Century Program, and the Federal Emergency Management
Agency’s Disaster Relief Program The discussion on various alternate programs emphasized the
difference between applying for funding through EPA and applying for funding through those programs
of other Federal agencies There 1s a big difference, 1t was stated, between applying for funding through a
program specifically designed for environmental projects where one 1s competing only against other
governmental agencies and applying for funding through a program outside EPA where one 1s competing
not only with other enuities, but also with conflicting needs. In addition, 1t was noted that all of the
programs discussed, while promoting environmental and public service goals, are looking more toward
economic development Such programs are much more pollution control ortented, rather than working
to hmit development to prevent more environmental pollution

Also noted during this session was the new push for the cooperation between EPA programs and other
programs such as the RUS and the CDBG programs Some types of this cooperation are ongoing, but many
are looking to expand these efforts.

Input: 1) Public Comment Where would you get informatuon on economic development grants, that
being a subdivision of the Department of Commerce?

Panel Response  In terms of using the catalog, when you type a listing, EDA for example, into
the catalog, you will get a isung of about six to eight programs. In the three to four page write-
up on that program, you will find a contact listing at the bottom for that specific program The
alternative 15 to simply call informauon and ask for the EDA Headquarters However, the
catalogue serves as a very good starting point.

2) Public Comment You mentioned people were studying the cooperation berween EPA
programs and the programs of other agencies When 15 that study of such cooperation due for
publication and are there other examples of this type of 1n-depth cooperation between EPA
and other agency programs?

Panel Response: 1n reference to the paper in quesuon, the (Environmental Finance Advisory)
Board has already begun, and envisions completing, that report some time this year Part of
what the Board wants 1s to give some short case study abstracts where such cooperaton
worked, why 1t worked, what 1t was that they did, the best practices, and details of the
insututional framework thar allowed such a cooperation to happen Also, the study will
include a few anonymous case study abstracts for States where cooperation 1s not working,
These case studies would include informauon on why cooperation did not work, a

description ot the contenuons, and what institutionally exists 1n each State that prevents
cooperation
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A draft report 1s expected by the Board’s next meeting 1n August In their last meening, 1n
March, 1t was decided that this project would receive full attention on one of the Board’s
workgroups

3) Public Comment How much control for RUS does the Federal government actually
have® And, 1 am asking speafically in relavon to the proposed paper on cooperation The

current system 1n some States 1s that 1f you get an RUS grant, you have to take the loan,
even if the loan rate 15 higher than an SRF loan That really does not seem to be 1n the best
nterest of the community Is this process going to change?

Panel Response That requirement 1s a Federal requirement that 1s mandated out of RUS
Headquarters The States will not have the flexibility on their own to do what they would like in
terms of affordability I 1magine this can be rather difficult.

Such a reality also makes 1t difficult for the RUS to compete at this ume. In my opinion, there 1s
currently more flexibility in terms of loan percentages for the SRF 1 would suggest talking to
the RUS people themselves for an official take on this topic These are only my impressions
when decaling with the program. This 1s a Department of Agriculture Program and I wotk for
the EPA

Session V:  Funding Decentralized Wastewater Systems

Focus: This session considered funding sources that support decentralized wastewater soluuons.

Speakers: Joyce Hudson, US EPA, Jordan Dotfman, US EPA, and Greg Smith, Ohio Environmental
Protection Agency

Summary:  Ms Hudson gave an overview of funding available and the challenges surrounding decentralized
wastewater systems. Mr Dorfman then discussed the policy and how CWSRF can fund decentralized
wastewater systems Mr. Smith covered his experience in Ohio with funding decentralized wastewater systems

The purpose of this session was to demonstrate how decentralized wastewater treatment 1s important
Nationally because one quarter of the population 1s served by these systems and about a third of all new
wastewater construction 1s decentrahzed Systems have poor track records and have high pollution potentials
from mismanagement 10-25 percent of decentrahized systems fail annually and over 50 percent of these
systems are greater than 30 years old and in desperate need of upgrades and repairs. The pollution threat could
affect beaches, estuaries, shellfish beds, and groundwater Panel members explained actions are being taken at
the local, State, and Federal levels to devise effective management solutions for decentralized systems Costs are
high for communities implemenung management strategies They face program planning, operation and
maintenance, and rehabihtation and replacement costs. The EPA drafted a Nauonal Management
Guidelines document in October 2000 to help communities establish decentralized management
programs There are different levels and types of management for decentralized systems depending on the
control a2 community wants to have. Some communities have implemented uulity districts where fees help
maintain the management district 1n the community
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The panel showed how the CWSRF could be used to fund decentralized systems because they are treated
as nonpoint sources of pollunon Management programs can be established through the fund, svstem
nstallatuon, replacement, upgrades or modifications can also be funded Thirteen States have used the CWSRF
for onsite systems In Delaware, three percent or siv percent loans are given for 20-year pertods for onsite
improrements Washington State has a similar program  Through local enuties the public can receive 0-5
percent loans for 5-20 years More than 3,000 projects have been completed and $47 million spent on onsite
systems 1n Washington The obstacle to funding onsite systems 1s that many State CWSRF programs do not
allow funding to private ennwes To overcome this problem many States have found solutions that include
working with mtermediaries such as local governments or local banks

In Ohio, onsite systems are funded through a linked deposit program with local banks Ohio EPA works with
local agencies to establish loans Ohio’s SRF invests in a reduced interest local bank CD Banks review and
approve loans to borrowers, and the bank lends to the apphcant at a rate reduced by the amount of the SRF
CD discount The banks take on the default risk of the loan for the interest they recerve Borrowers prefer this
process because they deal with familiar banks and the SRF approves of this program because the administrative
burden of loan review happens at the banks

Input: 1) Public Comment In the linked deposit program does Ohio provide financing for
administration to the technical partner?

Panel Response. No we don’t We trv to make sure that the partnership and the requirements
that we have with them are as close to thetr normal course of business as possible So, they see
these loans not being an extra part of thetr workload—it may increase the workload—but 1ts
not a completely different kind of work So, they are usually very willing to accommodate 1t as
part of their normal administrauve expense

2) Public Comment Is there an additional cost to the banks for their parucipation?

Panel Response No, the loan 1s the same loan, as they would have normally. The line where 1t
says 8 25% says 3 25% for the loan recipient Again, the banks are equipped through their
normal fees to recoup all of their administrative expenses without any additonal expenses due
to volvement from the Chio SRF program

3) Public Comment: How do you reflect these programs in the intended use plan?
Panel Response: Ohio puts such programs on the priortcy hist of the IUP on a countywide
basss, although not individual projects because they do not know who the end borrower will be.

They also put the cost expected for specific county programs on the 1UP

4) Public Comment: Why such a disappoinung response in loans?

Panel Response: We [Ohio] need to do our homework The degree of urgency the county
health departments are putung forth about the need for these improvements might not be
enough Outreach might not be there, people will go ahead with improvements through

other financing mechamisms.
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6)

7)

8)

%)

10)

Public Comment: What 1s the duration of the investment 1n the loan® Do vou deal with
large Regronal and National banks?

Panel Response: Ohio retains the investment 1n the ceroficate unul the loan 1s repaid If
1’s a large investment, repavments are decreased as payments come i The program s
flexible Ohio deals with all size banks, as long as they are Nauonally chartered We also

work with farm credit services that have sufficient assets to qualify, not only chartered
National banks Small Natonal banks and Nationwide chains have participated

Public Comment: How much influence does Ohio interject into the management with the
county health department, because sometimes their own peculiar requirements can diminish the
effecuveness of the program?

Panel Response: Local programs are given fair lautude to know what their problems are and
how to address them Ohio 1s hesitant to step 1n and say you have to do it this way. This 1s
possibly another reason why the program 1s not successfully attracung loans

Public Comment: How many States use the hnked deposit program and what are the barriers
for States using this method? How can SRF address NPS and private loans more?

Panel Response: Addressing the lack of NPS funding is why we are here and at this meeung we
hope to come up with ideas. The EPA welcomes feedback on what could and should be done
Hopefully many at this workshop can explain what they have done in their States Every year
EPA sees more States jumping on board and funding NPS We always need pressure on States
to understand the 1ssue and understand what needs to be done We can’t force the Seate to do 1,
but the pressure often must come from within the States. There are not many States, only three
to four doing linked deposit. Some States often have difficulty getung banks on board Many
States are also practicing hinked deposit for other programs, such as for housing, not just for
water quality

Public Comment Farmers are not likely to take loans when grants are available Farmers are
already financially hit and not likely to do any extras

Public Comment: EPA cannot make States do NPS funding, Local community groups and
nonprofits that go to the States are best at getting the States to fund NPS projects. The EPA
Onsite program promotes communities talking to States Although building constituencies 1s
important, 1t 15 still the States that ultimately manage their programs with Federal dollars to do
so.

Public Comment. Maryland was listed as a linked deposit State, what are they doing?

EPA_Response Their new program i1s modeled from Ohio’s and has only made a couple
of loans. Possibly two loans for about $5000 are all that has been done.
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Session VI:  Funding Watershed Protection and NPS Pollution Control

Focus: This sesston considered funding sources for watershed protection and nonpoint source
pollution control projects

Speakers: Jim Scote, Northbridge Environmental, Paul Burns, Minnesota Department of Agriculture, and
Tom Chnstensen, USDA NRCS

Summary:  Mr Scott provided an overview of nonpoint source polluton control projects the EPA
supports Mr Burns then explained how Minnesota uses 1ts unique approach to nonpoint source funding and
explained their best management pracuce loan program Mr Christensen helped the audience understand the
USDA’s water quality funding programs

While wastewater treatment 1s crucial to water quality management, nonpoint source pollution also needs to be
addressed to consider the enure picture of water quality needs There are a variety of nonpoint source projects
supported by the CWSRF and other water quality funding programs. These include stormwater BMPs,
agriculture BMPs, nipanan protecuion, wetland protecuon, Underground Storage Tank (UST) removal,
brownfield remediauon, and even dam removal Since 1995 there has been a steep increase in nonpoint source
spending (31 3 billion since 1995) Thirty States have used CWSRF funding for nonpoint source acuviues To
reach out to new borrowers States have established mnnovauve partnerships with other State agencies, county
loan programs, NRCS offices, and local banks to offer loans Examples are Ohio’s CWSRF linked deposit
program, Minnesota Department of Agniculture’s agnicultural BMP loan program, and Maine State Housing
Authority’s sepuc loan program CWSRF programs have also encouraged partnerships with point and nonpoint
source projects, such as Ohio’s Water Resource Restoration Sponsor Program

Minnesota’s agricultural BMP loan program started in 1995 and supplies low-interest secured loans through
local governments and lenders to farmers for the implementation of comprehensive local water plans The
comprehensive water plan tdenufies the water resources, describes any problems, establishes priorities, and
develops an action plan. The State allocates funds to counties and distributes funds to local lenders Counties
implement the local water plan, idennfy and sohicir projects, and hold the accounts for use within the county
The lenders then evaluace the financial feasibility and nisk of the loans, request the funds from the State and
collect loan repayments from borrowers The local lender guarantees the loan repayment to the State SRF To
date there have been 4,500 projects and $51 mullion in loans This represents both first generauon loans
and loans made from funds revolving after repayment.

The USDA has many loans and grant programs for water quality protecuon and improvement projects
Their primary conservation programs include the Conservation Technical Assistance, Environmental
Quality Incentives Program (EQIP), Wetlands Reserve Program, Conservation Reserve Program,
Conservation Reserve Enhancement Program, and the Small Watershed Program EQIP for example,
provides farmers and ranchers with technical, financial and educauonal assistance to help them comply
with environmental regulations and natural resource concerns Approxtmately $200 million per vear 1s
spent on this program Many USDA projects are coupled with EPA funding programs such as 319 grants
The Farm Bill now in Congress will increase funding to natural resource conservation programs.

Input: 1) Public Comment. Who provides the insurance pohicies the NRCS ralked abour?
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2)

3)

4)

Panel Response. There 1s a group out of South Carolina called the Agriculture

Conscrvatuon Innovauon Center that 1s involved in some of those piloting programs and
also works with the Risk Management Agency in USDA Two aspects of the program are
to look at solutions to reduce the commercial applicanion of nitrogen in a cropping
situavion and the other 1s implement what they call “manure crediung ” Manure crediting,
in essence, describes the farming practice of applying manure to cropland When manure 1s
applied, a farmer, 1n effect, reduces his/her need for commercial ferulizers due to the
inherent nutrient content 1n manure The funding behind this program was mnally a
grant; however, as the project has grown, and incorporates collaboration with the Risk
Management Agency, there may also be some USDA funding behind 1t as well.

Public Comment Have you been able to determine measurable water quality improvement as a
result of the BMPs in Minnesota?

Panel Response Not as we would like, only relying on ambient and watershed based
monitoring systems 1n place One of the needs would be a better cause and effect system to
demonstrate and prove, that an investment of $50K resulted 1n *“x” reduction in fecal coliform
or nitrates or phosphorous 1n a recerving water body Minnesota does have activity measures,
like how many acres were affected by the conservation ullage equipment they funded We are
able to build esimates on numbers, but not from direct monitoring results with “x”
simprovements. Even though water quality improvements are seen, the State cannot directly

relate projects funded because of many varables.

Public Comment Minnesota mentioned that good programs are run at the State level? How do
you do this®> Whart about your prionty system ranking® How do you keep the reporung down?

Panel Response  The Minnesota Department of Agriculture helped to update the State 319
plan The group that reviews the county applications to the program i1s a subcommuttee of the
State 319 program Countes apply each year indicatng what projects they would fund under the
competitive application process Priority and funding levels are driven by how much a county’s
plan would 1mprove water quality Counties also must indicate how they will spend their
revolving dollars and that must be related to the local water plan Loans are not approved unless
the applicant 1s utlhizing approved practces, and by the ume projects come to the Department
their credit raung has already been approved.

Public Comment In all programs do you have long-term management plans? Training
programs?

Panel Response: The short answer 1s no. I've seen this as a concern for cost share
programs Low-interest loans must be paid back so there are built 1n incentves to do the
projects and mamtain them. County inspection programs for septic systems are in place,
but not frequently utilized, except perhaps in instances of high quality lakeshore areas,
such as those monitored addiuonallv by the self-inspection programs of lakeshore

associations
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5)

0)

Session VII:
Focus:

Input: 1)

2)

Public Comment  Does the USDA look at models for water quality> What hinds are
used?

Pane] Response: Modeling 1s important because monitoring everything 1s impossible
TMDL/agnicultural nonpoint source models are used and developed by the Agnculeural
Research Service The Cooperauve State Research Extension Educanon Service started a 5-
year project looking at water quality tools and models A broad range of land grant universiues
and other scientists are also considering tools available and how they can be improved and more
properly used 1n certain siuations

Public Comment: Whose job 1s 1t to determine the combinaton of programs to use> NRCS?
Local? State?

Panel Response: NRCS tries to encourage all levels of parucipation Local stormwater
conservauon districts have the lead of choosing projects. NRCS district conservauonists also
have knowledge of all the available projects More often than not, 1t 1s a combination of people
and a process that idenufies the programs that match up to achieve the greatest result It vanes
by State, but you need the combination to be most effective,

Discussion

This session allowed the audience to voice their opinions on barriers to obtaining funding and
problems they face. Discussion also focused on what can be done to increase the overall
effecuveness of exisung programs

Public Comment In the DC area, land protection 1s important and the SRF has been used for
land protectron n the past There 1s a big potental here. There 1s a need for more recognition
and the SRF needs to be pushed on more land conservation

Public Comment: What will the Federal government role be in incenavising SRFs? Speaking as
a land conservatonist, we know there has been $20 billion new dollars created at the local level
for land conservation over the last 5 years. There has been some interesung work with mixing
up the land people with the water people and trying to find out, at the watershed level, how to
make land conservation work as an NPS tool There are many innovations present at the local
level today, such as creating incenuves to hnk the watershed and land conservation programs
and fostering means to better understand how to measure the results and 1mpacts of programs.
How much money 1s being spent on looking at the actual results of programs® What are the
barriers to better modeling and montorning? Demonstrauon projects need to be highlighted.

A successful incentive program 1s New Jersey’s Green Acres program At the State level,
this traditional land conservauon program has been linked with their SRF When countes
and aties come for loans for land conservation, the application asks if there 1s a water
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3)

4)

3)

quahity impact 1f so, they may be chigible for an SRF loan This 1s a more attracuve
pachage for loan apphcants The Browntield program is also a good program that
highlights local level work Perhaps the SRF can model their program trom the
Brownfield program

Public Comment: EEPA needs to do a better job of tracking where the dollars are going

States have funding, but the public needs to know more about where the funding 15 going
It 1s important for the public to understand funding down to the project level and in different
categories This should not be that expensive of an endeavor with the technology available
today.

Moderatot Comment: EPA has rcalized the need to track more NPS funding and projects.
The NIMS program s currently working on wracking that better and EPA has reahzed this
IS an Issue

Public Comment: There are barriers to decentralized systems 1 small communiues Alternauve
onsite systems are not readily accepted at the local county levels There needs to be some type
of Nauwonal effort to cerufy new onsite technologies—acerobic etc. Alternatives are needed that
work and are accepted There 1s also a need for technical assistance to help mouvate
decentralized management entities Counties don’t want to do it, some rural electric uulities
might do 1t, but in some cases there may be a need to create an enurely new enuty. In the
Midwest, there are not the same incentives for wastewater systems to develop, as have rural
water systems There are barriers because legal enuues, and not homeowners, apply for funding
in many cases 1f counues or townships do not do 1t, then homeowners need to group together.
Higher levels of funding and public awareness need to occur for decentralized systems to
progress.

Public Comment. Is one of the barriers for NPS projects a capacity 1ssue at the State level in
terms of staff ume for the SRF program? Could there be an incenuve for additional dollars for
the administration of the SRE, if 1t 1s a capacity 1ssue? What makes a difference at 2 watershed
scale? This might be a research question and might not be an ssue for the SRE

State Response The Wisconsin Department of Natural Resources developed an administrative
funding for water quality model The primary mechanisms we use for funding administrative
expenses associated with water quality programs include secuon 106 grants, 104(b) grants, some
SRF funds, and some 319 funds According to our model, there was a $700 to 900 mullion dollar
annual gap in funds available for the State administration of water quality programs. Also, an
expenditure survey found that less than 30 percent of all money that supports the Clean Water
program 1s Federal money 1 want to make a point that there 1s a lot of Federal money

available for these programs, but there should also be Federal implementauon of these
programs.

Other sources of funding include general-purpose revenues, general fees money, and
bonding. There 1s a verv large problem with what States can do to continue water quality
efforts. The SRF 1s a complicated program and requires State and Federal partnership to do
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all the work It 1s difficult for States to administer this program and 1t 1s not getuing any
casier Also, the Needs Survey shouldn’t be the onhy determinate for State allocation

Public Comment  1f you look at National numbers from the gap analysis and from earlier
presentations, they said 90 percent of the remaining pollution s from NPS and onh 4 to
10 percent of the SRF funding addresses NPS It appears substantally cheaper Natonally to
address the NPS pollution problem compared to point source when compared as a
percentage The Gap analysis should show much less funding required when addressing the
entire NPS problem over 20 years, than to maintan the central system infrastructure So
when you combine those facts you see the country 1s misallocating 1ts clean water funding
This 1s a glaring problem the Federal government needs to pay attention to States have the
flexibility, but also know they need to be accountable The Nation 1s now at a point where
all the money 1s thrown to a small fracuon of the problem, that 1s the most expensive by
far to maintaimn. It 1s up to the States to be accountable for their use of the Federal resources
and to redirect those 1n a more efficient way States should be accountable for redirecting
money to NPS projects We should allow States to use funds for grants to NPS projects so
incentives exist for communities, farmers, and homeowners We should not use a
traditional SRF loan, but have an SRF loan with some principal forgiveness This will
provide more administrauve funds for States to admimuster their programs At this ume 1t
1s a flagrant misallocation of our country’s resources that the States are conunuing to put
all the money 1nto the central system grid and not diverting to those projects that clean up
the water bodies of this country at a substantially lower cost than the central system
approaches. Without using mandates, the Federal government could induce incentives 1n
the financial system

Public Comment Earlier in the session I talked about the TMDL apptroach It seems to me
that there are different approaches that may work better for the different areas of nonpoint
source polluton The one we do most of our work 1n 1s wastewater treatment If the TMDL
approach is not in complete favor for agricultural or metropolitan interests, perhaps 1t 1s a very
good basis for encouraging large-scale use of pollution control equipment 1n unsewered areas.
The incentive behind that could be the State revolving loan funds that are proportioned for
decentralized systems If the States do not require a secondary level of treatment or higher
where necessary for such systems, then they wouldn’t get their proportion of the Srate
revolving loan funds for nonpoint source pollution, in the same way they would be 1n violation
of their highway funds if they didn’t comply with certain requirements of the Federal
government In terms of financing those, 1t wouldn’t necessanly have to be through the State
Revolving Fund, which 1s of course 1s a very good regencrative fund, 1n many cases the
marketplace would absorb the upgrade of commercial and residential applications for both new
construction and resale of the property. And, it would be simple, whatever the code 1s at the
ume, the marketplace would absorb the cost under new construction to comply with that code.
And of course on a resale, the marketplace would absorb that cost as well. An inspecton would
be done at the ume of sale and 1if the property didn’t meet whatever code was 1n place at that
ume, then they would have to be brought up to code before the closing of that exchange and
the sale could take place And again in the private matketplace, the transaction of the buy-sell
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would absorb that cost and then the balance of those funds could be used to upgrade the
impoverished communiues where vou have a different approach

Public. Comment  The vast majonty of our pollution comes from nonpotnt sources, ver
the vast majonitv of the money goces to point sources My suggestion 1s that anvone with
any sort of power influence should talk to the cies and the communities and let those

small and medium municipaliies know this as well Because sometimes they will resist as
they think 1t’s therr money for a wastewater treatment plant. They don’t realize because
TMDLs can only control the point sources, 1t 1s much better for them to allow some of
this money to go to nonpont sources to eliminate some of these problems. Educate the
communities 1n your States that they do want to fund nonpoint source projects

Also, 'm not sure that giving for-profit businesses principal forgiveness and more grants is
the best use of the available SRF program funds. Because money 1s a finite resource, and
the reason we can even have a lot of these discussions, 1s that it’s a revolving loan fund and
the money comes back We have to be careful when we talk about principal forgiveness,
because 1t decreases the amount that 1s available 1n the future for this type of work.

Public Comment The Needs Survey 1s mosdy oniented toward publicly owned treatment
works Most of those needs are for traditional wastewater needs. The point 1s 1t grossly
underestimates the needs Many older faciliues need reconstruction, and we don’t have
documentation on those future needs now just to maintain the structure we have now 1s very
expensive One other point 1s that this 1s a State program, and the States have their own unique
strategtes It 1s not EPA setung directions and policies, but every State and individuals are doing
this A successful program will start from the bottom up to address any nonpoint source, or any
type of water quality problem

Public Comment In managing Minnesota’s agriculture BMP loan program, 1 have seriously
tried to avord compeung with municipal wastewater treatment needs 1n terms of the allocation
of SRF dollars I know the minute I try to compete, who 1s going to win. Fortunately our State
has been granted with enough funding so far to avoid compenton berween point source
municipal systems and the nonpoint programs But, we would have a difficult ame if we
tried to compete for those dollars Guidance will have to come from EPA, as States are not
likely to suggest their individual communities pay more. Also, 1f we are going to try to

address more nonpoint source needs through the SRF program, there are going to have to

be more dollars put into the system

Public Comment: We need more funding into the nonpoint source and the nonstructural
controls There are barriers at every level not allowing us to allocate resources 1n a way
many support. We do need incenuves at every level. 1 feel that 1’s not a queston of blame,
one agency over another, but of barriers. We should provide financial incenuves to the
entities that recetve the money, as well as ways to generate public support.

Public Comment. We would love to get into nonpoint source pollution problems, but we
don’t have people wanung nonpoint source loans As long as nonpoint source s a
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voluntary program, and there 1s no enforcement for it, we cannot get people to come in for
a loan as long as there are grants ourt there available to complete therr projects We cannot
compete with available grant programs, as long as the nonpoint source program 1s sull
voluntary

a water qualty problem Historically that community could go to the EPA and get funding to
build a quite expensive, but small, central sewer system, how ever, could not get money for

Public Comment  Sav a small communin does not have a sewer system and they also had

onsite systems or small cluster upgrades, this must be fixed One of the House Bills now does in
fact provide an incenuive for small communities to do an alternate approach

There 1s also a growing debate about CSOs and underground storage tunnels in
comparison with distributed stormwater retention and low-impact development kinds of
techmques. If communities can get funded for underground storage tunnels, but not receive
funding for a whole array of distributed series of stormwater retention through the SRF, then
again the financing system 1s creating a bias for one type of technology over another,
irregardless of how expensive and/or inappropriate that type of technology might be 1 feel 1t
1s iIncumbent on the State to fix whatever barriers there are to correct for the bias over different
types of technology soluuons available out there All loans should strive toward neutral funding
for all types of project solutions

Panel Response. Tam struck by the fact that there are barners at every level There are barriers
at the Federal level, the State level, and the local level Some local governments don’t want septic
tanks And, on the other hand, there are governments that don’t want centralized systems and
growth They haven’;, but should, figure out what barrers are present and how they might be
able to successfully impact these barriers Communites should see that they can and are able to
choose berween centralized and decentralized systems T don’t have an answer, but am having a
rcactuon to the barriers Hopefully there will be some new ideas out there to address these
1ssues.

Pubhc Comment: From a program development vantage point, maybe you don’t want to
address all the barriers but to come at this from a different angle Instead of forcing
communities to do what they don’t want to do, maybe it should be more a matter of supporting
those people already out there solving the barrier problem and using tools to solve the nonpoint
source pollution problems. Nonpoint solutions are very complicated and not easy to measure.
Let’s support those out there with an understanding of these potental solutions

We should also support partnerships with nonprofit organizauons They are less risk
adverse, have the opportunity for more novative and creauve solutions, and can leverage
dollars very well

Public Comment I agree that there are many groups out there working to break down
these barriers Also, in response to a previous point, many communities in many States
would rather take grant money, than take a low interest loan
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I would also hike to make a pont about the specific definions applied to a decentrahzed
system This 1s when you collect the water and send 1t somew here else This 1s not the
same as a septic tank on an indn idual property. Cluster svstems are a group of homes on
any system, both centrahized and decentralhized

16) Public Comment One suggesuon is to require that 319 and CWSRI¥ work together
Combine grants and loans in one applicavon The community, locality, or conservation
district would fill out one applicauon and on this applicauon 1s one quesuon that asks.

“Are you willing to take a loan®” Both programs work together to determine how to fund
the projects They take into considerauon the amount the community can afford to pay
That amount then will become 2 loan, and the remainder of need 1s given as a grant (This
cooperative program 1s already in place for Washington State in combimaunon with The
Centennial Program.)

17)  Public Comment 1 know that partnerships and cooperation are beneficial and necessary,
but for small communtues it 1s much simpler and less stressful if they can go to one agency
for funding If everyone 1s going everywhere for the funding and leveraging, responsibility
1s on the backs of the same communities that are having the problems. I would suggest
putting the money 1n one pot. Let the communites decide what they need 1in terms of

funding.

18) Public Comment We seem to agree nonpoint source pollution 1s a contributing factor and
there are many obstacles in our quest to meet water quality standards There may be a danger in
saying that water quality financing 1s the sole way to address this situauon 1 think that financing
may be a part of the soluton, but 1t 1s one of many. There 1s a large difference between
nonpoint solutions to problems and point source soluuons to problems. 1 think we should be
very careful as to what we are trying to accomplish and how we should get to that point.

Session VIII: Exploring How States Consider Environmental Outcomes and Affordabihty

Focus: This session discussed how CWSRF programs consider priority 1ssues

Speakers: Cleora Scott, US EPA, Jay Manning, Rhode Island Department of Environmental
Management, and Greg Smith, Ohio Environmental Protection Agency

Summary:  Ms Scott first discussed the EPA’s role in priority setung and environmental review and
highlighted a few States with proven successes Mr. Manning and Mr. Smith followed with their specific

examples of how their States are running priority systems

The panel discussed how priority hists are typically constdered in development of CWSRF Intended Use
Plans POTW projects must be ranked on a current CWSRF priority list to be ehigible for funding, Each State
develops and implements their own ranking process and consider factors such as use of the water resource,
threat, type of project, effectiveness, enforcement acuvites, population, and affordability All POTW projects
must also have an environmental review and consider impact, present and future conditions, land use
considerations, and coordination with other public works projects Some States are moving toward a more
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comprehensive approach to making their prionity lists, which include nonpoint source acuvites Integrated
planning and prionty setting helps States denufy their water quality priorities and select projects thar will best
address these problems

Rhode 1+land’s example showed the point ranking for different criteria and how their State determines the final
ranking Some of the considerations and point values came from existing conditions, proposed benefits, water
quahty improvement, intergovernmental needs, and readiness to proceed.

Ohio has a similar integrated prionty setting system that was onginally developed from ideas and
principles presented in the EPA Funding Framework Document In addition, Ohio later received grant
funding through EPA under section 104(b)(3) Under this integrated prionty setting system, projects are
evaluated on their effects to human use and aquatic life uses of the water resource The first prionty
considers human health The second priority 1s the protection of surface and ground water resources

Input: 1) Public Comment: Were there polincal batiles in Rhode Island getting the priority system
established® Did you open 1t to the community for comments?

Panel Response: The ranking system 1s an in-house project We had a workshop and
public heating to get the public involved We also put ads in the Jocal paper

2) Public Comment: How was the ranking system determined in-house® How did you determine
where different projects would fall?

Panel Response The draft was given to a 319 person and an estuary person We had five
hypothetical projects to run through the system If point allocations led to a point source bias,
the system was modified to eliminate the bias.

3) Public Comment Proper allocation of resources from an economic standpoint 1s not
addressed with these prionty systems For example, suppose you have a point source project
with a ranking of twenty, and ten nonpoint source projects with a ranking of three each.
Suppose also the point source project with the ranking of twenty costs $20 million, and each
nonpoint project costs $500,000 each. Economists would combine all points and dollars on each
side For $5 million dollars you could achieve a total of thirty points, or for $20 mullion dollars
you could achicve a total of twenty points, depending on how you allocate the funds How
much water quality improvement can be achieved for a certain amount of money? How many
projects can a State do” If you add up the all the smaller projects, you would put your money
into all the smaller projects instead of the expensive point source projects States should
consider this Why are 96 percent of dollars spent on point source projects with minor
impacts when we can shift the money and spend all the money next vear on nonpoint
source projects to dramaucally smprove water quahity across the Nation® The problem
with current prionty settngs 1s they do not consider relative cost effectiveness and benefits
of the projects undertaken At the end of point source sconng, if the nonpoint source
projects add up to a higher score than the point source projects, the State should put all the
funds into the nonpoint source projects
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Pancl Response  Ignorning point sources and not addressing them would mask the
nonpoint source pollution addittons Readiness to proceed also comes into play. If the
project 1s ready to go, why sit on the money?

Public_Comment Conunued Some smaller projects get lower points, but vou’re not

taking 1nto consideration the total benefit Economists would not see the cost effecuveness
of the list Relauve cost of doing projects is not considered. There are flaws in the prionity

system

Panel Response. Ohio agrees in part, and has considered, relatuve cost effecuveness
Another point 1s point source projects require longer assistance compared to nonpoint
source projects, five years, and not more than ten If you put one dollar into a nonpoint
project, the benefit will come back in half, to a quarter, of the ume for the completion of a
point source project The point source project dollar will come back in twenty years.
Nonpoint source projects are treated more neutrally in Ohio and the degree of
improvement 1s considered and weighed. Whichever projects reach the federally

established attainment goals, whether point or nonpoint, should be viewed as better
projects. It depends on what 1s trying to be accomphlished. Atrainment 1s the goal and not
necessarily the volume or magnitude of the water quality improvements. There seems to
be the impression that point source projects are holding back nonpoint source projects.
This 1s not the case in Ohio and many States There are not enough nonpoint source

projects applying for loans Establishing nonpoint implementation insututions will help
see that more projects are going to States In 12 to 14 years, not one applicant in Ohio has
ever been turned down for a nonpoint source project.

Public Comment If we have nonpoint projects that are interested in receiving funding, they
can come 1n and get the funding The problem is not one of priority, but 1t 1s a systematic
problem SRF programs are designed to fund point source projects A better vehicle to fund
nonpoint source pollution, already established, 1s section 319. Section 319 has $220 million
allocated to 1t on 2 Nauonwide basis and the SRF program has $1 35 billion allocated to it The
better program for nonpoint source 1s section 319 and we should not structure an SRF program

specifically to fund more nonpoint source projects

An additional pomnt I would like to make 1s that much of what we try to do when running our
leveraged loan program s to also do credit worthiness. Many of the larger mumcipalities are
more credit worthy than other types of insutuuons and farmers. This 1s not a situation with the
SRF where we can necessanly exclude a group of individuals to have a better SRF My
suggestion 15 to have a bigger tent, and get those municipaliies into the process doing their
point source work, which 1s important to maintain water quality, not necessarily to
improve 1n some cases, but to keep 1t where 1t 1s nght now We need these larger
municipalities to provide the credit history and the credits necessary to make the program
cost efficient and cost effective

EPA_Response. 1 have two thoughts. One, Ohio does not turn communiues away or
nonpotnt source projects away It 1s not that they have money leftover, not being used
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When Ohio does their business plan, they decide whether or not they need to go out to the
market and leverage more funds Thev do this based on the number of applicants they sec
coming in for loans So, Ohio, 1n essence, has an unlimited supply of funds They can
alwavs go to the market and sell more bonds

The second point I would like to make 15 that not all pollution 1s the same Different types
of pollunon may affect different types of problems a State may be having Just to use the
Ohio example, they idenufy human health and aquatic problems States must make a
decision with their funds as to how they will prioritize Such decisions impact the types of
projects that rise up to the top of the priority list It 1s not easy to simply say three smaller
nonpoint source projects are going to equal the environmental benefits of a much larger
point source project The two types may be creaung too enurely different types of
polluuon problems. However, 1t also can work in reverse as to say that, yes, three smaller
nonpoint source projects may give the same type of pollution soluuon. However, 1t

may not. This 1s part of the decision that the State makes when they establish criteria and
rank priorites.

Public Comment How are prionty lists coordinated with enforcement acuons (e g,

CSOs and enforcement decrees)?

Pane] Response It 1s difficult because the SRF trics to fund and help enforcement areas. They
are ranked just like any other project and what the effect of the project will be 1s the main
consideration for funding

Public Comment: When 1s the IUP created in Rhode Island and when are the projects

prioriuzed? When is readiness to proceed taken into consideration?

Panel Response. One month after nouficauon for project applications, the public notice and
the whole process 1s one year long We do not turn away any projects, except major treatment
plant expansions and upgrades expected this year. The relauve ranking 1s now becoming more
important.

Public Comment The SRF and secuon 319 are seen as separate problems in Congress SRF
funds should be used for infrastructure and more money should be put into section 319 for
nonpoint source projects. American Rivers 1s working on getung more dollars 1nto the new
House and Senate bills for nonpoint source funding Phase 1 stormwater regulatons are now
coming 1nto play Arc you seceing more of a demand for this type of funding?

Panel Response. Tt ts a disservice if we see this problem as a point source versus a nonpoint
soutce problem. These are not separate problems Funding should not be at the expense of
the other Nonpoint source project funding will take place if projects apply Melding the
section 319 and the SRF programs 1s an interesting concept also. Stormwater regulations
have not yet caused more awareness about the affects of nonpoint sources as they move
into Phase II This is a sleeper 1ssue and T am not aware of what’s going to be brought about
and why 1t 1s iImportant Stormwater can be, percerved as another utihty that you need a

pipe for The regulatory imuauve will push stormwater
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Session IX:
Focus:
Speakers:

Summary:

Public Comment  Minnesota has two umes the demand for funds available Local
controversies and 1ssues have driven the awareness of nonpoint source funding Other
municipalities will see an increased demand when localized problems anse Secton 319 15
not the only solution for nonpoint problems A muature of secuon 319, the SRE, and
other programs can be used to address nonpoint problems Compeuuon with municipal
point source programs and nonpoint source programs would be destrucuve If citizens saw
a nise 1 their water and sewer bills that they attributed to funding going to farmers for
nonpoint programs, 1t would result in a bad batte

Public Comment  What 1s the role of other Federal funding programs besides secuon 319
and the SRF? What 1s their magnitude of impact (e g, NRCS)? What 1s their role in State
programs?®

Public Comment The mixture of programs work well together because they work at the
local level and let landowners know which program or combination of programs work the
best for them Combined applications are available 1n Minnesota State grant programs,
such as the Wastewater Infrastructure Fund, for lower income municipaliues supplement
the SRF to cover addiuonal costs so water bills are not excessive.

Public Comment: This 1s Deja vu of the 1960s and 1970s with construcuon grants The Public
Health Department then had the same arguments There are not enough dollars and the

large sewer construction projects get the most funding dollars First centralized systems

and now decentralized systems are supported We need to have educauon as to what 1s

best. We need ways to deal with the systems in place today. That States are funding nonpoint
projects 1s encouraging, and educaton 1s happening

The big guys are not letung the litde guys have the funds Engineers and contractors are not
going to deal with the smaller programs because there 1s no money in them. Public health
engineers deal with the smaller 1ssues. State agencies today will have to take the role and
responstbility of dealing with nonpoint source problems

How to Tackle Environmental Performance Tracking
This session discussed the measurement of environmental performance
Bob Bastian, US EPA and Mary Matella, Tetra Tech

The Clean Water Needs Survey (CWNS) database 1s one environmental performance-

tracking tool available to the EPA The CWNS database allows stakeholders to consider the overall conditions
and stresses affecting a watershed, not just the condition of an individual water body or discharger. The
database can be used for planning and prionty setung, TMDL deveclopment, modeling, environmental indicator
development, and watershed-based needs accountung CWNS includes dara on nonpoint sources, stormwater,
and wastewater data. C\WWNS 1s attached to a G1IS program, which allows exact pinpointng of potential
pollution sources, and allows more exact watershed-based analysis of problems CWNS information can be
anal\zed 1n combinaton with hydrography, soil and water quality data, socioeconomic and infrastructure data,
land use patterns and transportation nerworks
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CWNS data provides informauion on total needs in many different ways These include by State or watershed,
coastal versus inland needs, watersheds with the greatest needs, and needs per mile/acre of impaired nver With
the use of GIS these needs can be mapped and displaved for use by managers and stakeholders CWNS has the
capability to provide technical data such as population served by a facility, flow capacities at treatment plants,
effluent data and concentration and BMP uses in the area The information can help managers with TMDL
development, water quality modeling, and planning and priority setting Past data can be compared with current
data to show improvements or changes in water qualitv

Input: 1) Public Comment: What 1s the quality of the water data hke? What watcr quality data do

you accept and reject?

Panel Response. The water quality data can be proven and measured The cost esumates
float around Integratng cost numbers and water quality data 1s like doing art and science
at the same ume Historical data that goes into STORET 1s used

2) Public Comment, Eliminating some sanitary sewers in some areas would cause problems
knowing what the baseline would be. What 1s the cost that 1s currently there? What
loading would be reduced® What loading 1s there currently that would need to be reduced?

Panel Response  Broader data from open and closed shellfish beds and recreational beach
closures How did we use these resources with historical events? If you could control raw
releases that end up closing beaches, the communtues that have expentenced these closures can
give you a very disunct economic effect Rural effects are harder with only water quality data and
mixed problems Point sources are a generic lumping of point and nonpoint sources.

3) Public Comment  When setung economic priorities how does conungent valuaton factor in
and non-quanufiable tssues taken into consideration?

4) Public Comment Reductions from nonpoint sources are hard to determine, but EPA 1s
working on this They are trying to work with trading systems for phosphorous in the
northwest

Panel Response  POTWs are also having problems with determining reducuon levels
depending on such conditions as flow, weather, and drought. The Needs Survey
normalizes this data and makes it easier to determine reductions.

5) Public Comment Unantcipated consequences include the increased participation with
local agencies, all working on the same goal

6) Public Comment The data 1s good for quanufying current loads to impaired water
bodies, but what about the use of this data for prevenuon strategies such as land
management and acquisiuon Is the only opuon modeling?

Panel Response In most cases, modeling 1s best to see outcomes and predict what you can
achieve. The most interesting part of this analysis was looking back to see what you get
atter the fact and what you can put a quanuty to
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The most interesting data was seen with sccondary treatment Over thirty years, the secondary
treatment volume staved the same with more advanced treatment and less raw sewage The
population served by treatment plans doubled, however the mass load decreased by 2/3. The
sull have a viable fishing industry Toxic loads are sull a problem, but in five to ten vears this
may also be solved Removal efficiencies must continue to increase Broad economic benefits on
a Nanonal level are very hard to determine, but on an individual project level, improvements
can be seen

Session X:  Encouraging Efficient Wastewater Management
Focus: This session discussed tools used for efficient management.
Speaker: Angela Anderson, US EPA

Summary:  EPA discussed how effictent wastewater management started at the local level and at the local
level EPA has identified some key principals to reduce the infrastructure gap EPA suggested promouon of
sustainable systems, rehable decentrahzed wastewater management, watershed-based decision-making and
technology innovation The EPA stated that sustainable wastewater systems involve managing the technical and
financial aspects of the system This included cost-based and affordable rates for customers.

The EPA also suggested consolidation and restructuring and using asset management and environmental
management systems (EMS) in the wastewater industry for better management Consolidation and
restructuring would take advantage of economies of scale and public/private partnerships to make the
industry more profitable and compeutve Asset management and EMS provide structure to wastewater
managers and provide a better inventory of assets and their condition, rehabihitation costs and
replacement needs, reducuon of nisk of noncomphance, and improvement of the overall operational control
of the plant The EPA has been working with orgamizauons to promote EMS with their EMS Framework
Project, making available to utlity managers various management programs and techniques that are available
today

EPA recognizes that well managed decentralized wastewater systems can be a cost-effective and long-term
option for wastewater treatment Reliability and management problems are the main concerns for smaller

systems.

Session XI:  Discusston
Focus: Thus final session helped EPA summarize the findings of this workshop and will help the

Agency prepare a report to Congress

Input: 1) Public Comment: Funding has been available for large-scale treatment plants with the
SRE They correct water quality problems. However, they also induce growth and stormwater
impacts that are so great the water quality problems are worse than before. Stormwater
pollution should be addressed 1n concurrence with, or before, treatment plant pollution
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Air depositions from treatment plants that remove nitrate from the water are causing problems
in Flonda “Treatment plants use so much energy to remove nitrates and create the same amount
1n exhaust gasses that rain back out into the water There 1s zero gain The environmental review
process might be inadequate The New York Times has been covenng water supph and demand
1ssues with the growth around New York Ciry When sewers are built the population follows

Public Comment Communities in Rhode Island have comprehensive plans for growth
and development Facihty plans someumes have problems and they address the issue of
mitigatung growth with facihty construction Secondary growth 1s addressed in Rhode
Island Environmental review would not help prionty determinations, 1t 1s more
important to the final approval of funding and planning

Public Comment Additonal resources for GIS and data systems are very important. New
technology should be used and funding should be spent 1n this area. Nauonally an
integrated database with air, water, and other media should be put together. In Wisconsin a
permit system has been established to keep the backlog down and manage the permitting
system Good data decisions are important

Public Comment Al cies have areas that would like to be annexed on the city sewer
Eventually with growth, these areas need to be added on, and other ratepayers will feel the costs
of expansion Big pipe operations are not always the answer, sometmes, small rehabilitation
projects need to be done before there 1s a bigger problem The most efficient way to spend the
money needs to be looked at and the most environmentally sound opuon explored.

Public Comment We need to use the programs in place and change those Principal
forgiveness 1n the new bill 1s very important Farmers run nonprofit businesses and
conduct conservaton practices such as no tll and stream restoration for conservational
purposes only The cost to the farmer 1s on average 8% more to do so

Public Comment Long-term farm conservaton practices can make farms more money.
However, the short-term expenses are great

Public Comment Barriers can be addressed with new money infused into the system
Administrators, communities, and States need more funding. Like the TEA21 regulations, a litdle
money goes a long way. EPA could look at these transportation bills for improvements to water
quality programs
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5. EPA’s Response to Questions from Congress

Congress asked EPA five questions about Federal water qualin funding programs  These questions are listed
below, and they are followed by answers that EPA offers after parucipaung in a public meeting to explore the
topics and to hear from stakeholders

Question 1

Answer:

Question 2

Answer

Are the State Revoling Fund (CWSRF) and other Federal financial assistance programs achieving maxamum
water quakty protection in termis of public health and envronmental outcomes?

While 1t 35 clear that very significant benefits result from water quality protection measures
implemented across the country, it 1s not currently possible to determine 1if the financial
assistance programs are truly maximizing water quality protection in terms of public health and
environmental outcomes This is the case because there 1s no centralized coordinated reporung
effort that compares types of projects and outcomes under various conditions that would be
necessary for such an assessment

However, while the question of maximizaton of benefit 1s impossible to report on at this ume,
1 1s possible to deduce that a very high level of protection 1s provided through the CWSRF
program due to the priority setting process used by States The Clean Water Act establishes the
CWSRF program as a financial program, however, States decide which projects to fund based
on water quality and public health paramerers associated with individual projects applying for
assistance  Projects that will address the most serious problems receive prionty funding over
other projects This process ensures that final projects selected address the most severe water
pollution problems. For example, a State may consider whether the project being funded will
address discharges affecting a high prionity watershed or a public drinking water source. Using
this approach assures that the CWSRF 1s funding high prionity projects and achieving a high
level of water quality protecuon in terms of public health and environmental outcomes

Are alternateves other than wastewater treatment plants and collection systems elgible for Federal assistance, and,
i not, why not?

The CWSRF program is available to fund a wide variety of water quality projects including all
types of nonpoint source and watershed protection or restoration projects, onsite and

decentralized treatment system projects, and traditional municipal wastewater treatment system
projects Title VI of the CWA establishes the following as eligible for CWSRF assistance.

1 Planning, design, and construcuon of Publicly-Owned Treatment Works (CWA sectuon 212)
(a) Collection projects including Combined Sewer Overflows/Sanitary Sewer Overflows
(b) Treatment including advanced treatment

2 Implementaton of nonpoint source projects (CWA section 319)
(a) Pnvate or public borrowing for projects allowed

3 Development and implementation of management plans in 28 Natonal Estuarv Programs
(secuon 320)

(a) Private or public borrowing for projects allowed
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QOwuestion 3

Answer:

Most CWSRT funding has been provided for important municipal wastewater treatment
projects, however many other projects have been funded through CWSRF loans, nonpoint
source grants, and through the Nauonal Estuary Program including’

* Onsite system remediaton

* Stormwater best management practices

+ Constructuon best management practices
¢ Agriculture best management pracuces

* Rspanan corrdor protecuon/restorauon
¢ Wetland protection/restoration

* Habitat protecuon/restorauon

* Underground storage tank removal

* Brownfields remediauon

In 2000, 33 percent of all CWSRF loan agreements were made to fund nonpoint source or
estuary protection projects Further details on the operavon and actvites of the SRF and
other Federal funding for water quality projects are provided 1n other sections of this report

Do the prionty ranking systems which States use to priontige eligible treatment works projects properly account
Jfor environmental outcomes, tncluding indrect tmpacts from air deposition of treatment plant effluent or
stormwater runoff from sewer construction-nduced growth?

The prionty ranking systems that are in use by States to prioriuze ehgible treatment works use a
variety of factors to evaluate projects and do properly account for environmental outcomes
such as reduced nutrient loadings However, priority systems do not typically directly address
impacts from air deposition of treatment plant effluent or from stormwater runoff from sewer
constructon-induced growth  Generally, State/Regional experience has shown that those
impacts are munor and are properly addressed through the States’ environmental review
processes.

State program prionity systems typically include a mix of evaluauon criteria such as:

¢ Public Health - What public health concerns will the project address? For example, will 1t
address a groundwater or surface water supply contamination?

¢ Water Quality - Is the project addressing a discharge from a municipal facility that 1s out of
comphance with permit imits® Which of the recerving water's designated uses are addressed
by the proposed project drinking water, swimming, fish consumpuon, or shell fishing® Is

the discharge affecung high qualiry water bodies?

* Financial Distress - Is the project to be undertaken by a financially distressed community?

* Project effecuveness - How and to what extent will the project eliminate or mitgate the
problem? Will the project result 1n reduced violatons, restoration of designated uses, or
reductuon or eliminaton of public health threats?
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Once projects are selected to proceed based on the established priority systems and funding
avatlabihty they are required to conduct a detailed environmental review to determine whether
the project could have unmintended impacts on the environment. A CWSRF program
environmental review follows the requirements established by the National Environmental
Policy Act of 1969 (NEPA) LEnvironmental review compliance 1s achieved either through
ditect applicaton of the FFederal NEPA standards or through application of a federally
approved State environmental review process

State environmental review processes include consideration of how projects could affect the
environment and require review of the project's potential impact on air, threatened or
endangered species, open space, historical and archeological resources, and other impacts
addressed 1n Federal, and often State, environmental laws.

Evaluation of environmental impacts from air deposition-related pollution caused by the
projects are addressed during the environmental review process. States require that project
sponsors develop environmental review documents that address all pertunent information
Instructions for developing what States often call "environmental assessments” or
"environmental informatton documents” invariably require that potential impacts of atr
emussions from the facility be evaluated and documented to show that the project complies

with the requirements specified in the State's approved State Implementaton Plan under the
Clean Air Act.

Experienced State and Federal personnel that were contacted on this quesuon indicate that
when appropriate they request air emission calculations to be done for wastewater treatment
facihties To date, these assessments have shown very low air pollutant levels with no impact on
area air quahity Because emusston levels are so low, States have not found it necessary to require
measurement or modeling of air deposition pollution effects of wastewater facihty emissions

State environmental review procedures also require that any and all potential water-related
impacts be evaluated, including stormwater runoff as a short-term direct impact and as
secondary impact The State of Texas' SRF program requirements are typical Under Secton
V. Environmental Impacts of the Proposed Project, project sponsors are required to evaluate
and report on the impacts that can be attibuted directly to the project  The following
requirements show how stormwater impacts from construction are addressed-

“Short Term Impacts -
a  Describe alterations to land forms, streams and natural drainage patterns [Clean Water Act, as amended]

b Describe the extent to wihich area watercourses will be affected by siltation and sedimentation  Speafy the
erosion and sediment runoff control measures to be employed "’ (excerpt from the State's Instructions
for Prepaning an Environmental Informaton Document)
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Qwuestion 4:

Answer-

Texas also requires thar secondary impacts thar may result from projects be considered,
including stormwater runoff from sewer construcuon-induced growth The following 1s an
excerpt from the State's Instructions for Preparing an Environmental Information Document

"“Secondary Impacts -

1 The tmpacts of future develgpment accommodated by the project on lund use must be assessed  Describe any
changes 1n the rate, density o1 hipe of derelopment imcluding residential, commercial, imdustrial, recreational
and open space that may result. [Executive Order 12898, Environmental Justice, Farmland Protecton
Policy Act, Coastal Bar reers Resources Act, Coastal Zone Management Act; Executive Order 11988,
Flood Plain Management, Executive Order 11990, Protection of Wetlands ...

3 Relate population and land use changes to effects on water quality and avarlabibety (surface and
groundwater) [Safe Drinking Water Act, Clean Water Act, as amended]

4 Duscuss the effect of the projected growth on public services, such as water supply, future wastewater treatment
needs, sohd waste disposal facthnies, etc [Safe Drinking Water Act, Clean Warter Act, as amended] ..

6. Describe how anticpated land use and economucs related to the project conform or conflict with exasting
land use planning and the type of growth destred by area residents [Executive Order 12898,
Enuvironmental Justice, Farmland Protection Pokey Act]

7 Develop, 1n detarl, any impacts of growth and related development enconraged or accommodated by the
proposed project on environmentally sensitive areas, including flood plarns, wetlands, threatened or endangered
specses, critical habatats, and any other environmentally or culturally sensitive areas. Demonstrate, by
contrasting the proected land use patterns with maps of the sensitve areas, that the proposed project nnll not
through 1ts effects on the rate and/ or location of future development adversely affect these environmentally
sensitve areas If such s unavordable, describe what measures may be taken by the applicant to reduce the
potentral adverse secondary impacts to acceptable levels."

Are reaprents of Federal assistance required to adopt appropriate financial planning methods, which wounld
reduce the cost of capital and guarantee that infrasiructure wonld be mantained?

To be awarded a CWSRF capitahization grant a State must comply with certain Federal
requirements. One of these requirements addresses assistance recipient accounting and auditing
practices Under this requirement the State must agree to require recipients of SRF assistance
to maintain project accounts in accordance with generally accepted government accounting
standards as established by the Governmental Accounting Standards Board (GASB) Recently
GASB 1ssued a new set of requirements for governmental financial reporting. The new GASB
Statement 34 on Basic Financial Statements represents the most significant change in the
history of governmental financial reporung. Under GASB Statement 34, local governments
must adequately account for and report on capital asset valuation to comply with generally
accepted government accounting standards
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Question 5

GASB Statement 34 specifies a parucularly helpful reporung approach for those governments
that wish preserve.their infrastructure assets into the future using asset management techniques
Manv governments are expected to emplov asset management techniques for wastewater
systems The informauon provided in the new reports required under GASB Statement 34 will
provide insight into 2 government's care and maintenance of CWSRF funded faciliuies by
specifying annual maintenance expenses, presersauon expenses (outlays to extend the useful hfe
of an asset) and asset additions and improvements The implication of the approach 1s that
communites will be better equipped to 1denufy and make needed investments to ensure the
long-term preservauon of infrastructure assets

The CWSRF program also requires that a dedicated source of repayment for a loan be
idenufied and pledged for repayment prior to receiving a loan In most cases the dedicated
sources of repayment have been revenue generated from user charge systems that are designed
to cover the costs of operation and maintenance and capital investment 1n the facility Many
States require communities to develop adequate user charge systems These user charge
requirements stem In part from one of the original Federal requirements that stated that
communites constructing section 212 publicly-owned treatment works projects before fiscal
year 1995 must develop user charge systems and have the legal, institutional, managerial, and
financial capability to construct, operate, and maintain the facility (secton 204(b)(1))

The combinauon of the requirements helps assure that assistance recipients will adopt and

follow financial management practices that are conducive to masimizing the life-span of SRF
funded infrastructure

Have sufficient performance measures and information systems been developed to assure the Congress that future
Federal assistance will be spent wisely by the States?

EPA recognizes that efforts to accurately track overall performance are critical to ensure that
water quality assistance programs effecuvely meet their intended environmental goals  Many
groups including EPA, States, Congress, and interest groups are interested in the cost
effecuveness of Federal funding for wastewater treatment improvements and the level of
assoctated benefits for National water quality

Currently, through EPA's long-term strategic planning process, the Agency develops a suite of
performance measures and informauon systems to provide information to document progress
in water quality programs However, there are efforts now underway to enhance data sources
and measures that will go beyond the current system to gauge whether Federal assistance 1s
spent wisely by the States  First, EPA 1s working with the Office of Management and Budget to
develop more meaningful CWSRF program performance measures under OMB's ongoing
Program Assessment Ratings Tool (PART) process Second, the Agency has undertaken an
effort to study the environmental benefits provided by the CWSRF program in a year long
study This study will idenufy data needs for evaluatung CWSRF program benefits, explore what
1s available through current environmental monitoring data at the State level, and chart a course
for addressing deficiencies in environmental performance data in the future. Each effort is
confronted by the fact that accurately conducting environmental performance tracking 1s a
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challenge at the Nauonal level Tt is difficult to discern the overall collecuve effects of many
discharges to a parucular area or watershed

Using information that 1s available, each year EPA reports on long-term strategic goals that
tdentify the environmental results the Agency 1s working to achieve  As required under the
Government Performance and Results Act (GPRA), the Agency develops an annual plan that
translates these long-term goals and objecuves into specific acuons to be taken and resources to
be used durning the fiscal year See EPA's Annual Report (http //wwwepa gov/ocfo/
finstatement/2001ar/2001ar htm) for addittonal informauon on strategic goals for the Agency

The Agency 1s also working to improve the performance information available to Congress and
others For example, 1n a recent EPA report utled Progress in Water Quahty: An Evaluaton of
the National Investment 1n Municipal Wastewater Treatment, EPA explores how biochemical
oxygen demand (BOD) in POTW effluent and dissolved oxygen (DO) levels downstream from
point sources have changed over ume. Nine case studies were documented and analyzed
through this 450-page technical report Models were then created based on these highlighted
case studies to allow EPA to quanufy potenual water qualtty improvements by POTW treatment
Innovations.

This study helps to illustrate that modeling can be used to demonstrate the benefits of clean
water 1nvestments, successful projects, and for determming compliance outcomes on a Nauonal
basis EPA 1s currently working to enhance available water quality modeling capabilities A
newly modified Clean Watershed Needs Survey (CWNS) and other data sources will provide
informauon for tracking wastewater needs and spending Also, 1n an effort to gain a
comprehensive understanding of overall environmental performance, EPA developed BASINS
(Better Assessment Sctence Integraung Point and Nonpoint Sources), a Geographic
Informaton System (GIS)-based water quality modehng program to track environmental
performance using data from many sources including the CWNS database

In the past, efforts to measure environmental success, including watershed-based needs
accounting, were limited by an nability to track data by geographic location. Newer GIS
models, such as BASINS, can be used to coordinate such informaton as nonpoint soutce,
stormwater, and wastewater data through ume and by locanon Through GIS analysis, 1t will be
posstble to analyze water quality 1n combination with relevant soctoeconomic indicators 1n an
area including population demographics, land use patterns, transportation networks, and other
infrastructure indicators. As these models are refined over ume, performance tracking acuviues
will become easter for all interested parties including Congtess, the public, and State, local, and
Federal authorites.
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APPENDIX A

House Committee & Conference Language

Conference Report on H R. 2620, Depar tments of |“eterans
Affans and Housing and Urban Development, and
Independent Agencies Appropriations Act, 2002 (House of
Representatves—11/6/01)

“The conferees expect the Agency to develop a
broad working group to review and address the
spectrum of wastewater 1ssues as outlined in the
House Report accompanying H.R 2620, request that
the Commuttees on Appropriauons be kept appnsed
of all acuviues of the working group, and further
request that the working group, with the assistance of
the Agency, prepare and submit to the Commuttees
on Approprauons by July 15, 2002 a report
addressing all matters as outhined in the House
Report as well as those additional 1ssues determined
appropriate by the working group”

Committee Report—House Rpt 107-159—
Departments of Veterans Affairs and Housing and
Urban Development, and Independent Agencies
Appropriavons Bill (7/25/01)

“Recent studies by EPA and others suggest that there
has been a substantial deterioration tn the Nation’s
wastewater infrastructure, including aging wastewater
treatment plants and leaking sewer collection systems
Substanual contnbutons of wet weather flows and
other nonpoint sources of pollutton have also been
idenufied In addiuon, the addinonal expenditures
needed to achieve TMDL requirements and
groundwater protection 1n future years are expected
to be extensive. Because the Federal government
funds onlv a porton of wastewater infrastructure
investments, the States have urged maximum
flexibihity in their allocation of Federal resources, so
as to direct investments at the point source and
nonpoint source areas of greatest need However,
States also recognize that thev must be held
accountable to the goals of the Clean Water Act, the

Sate Drinking Water Act, and other wastewater-
related Federal statutes The Committee 1s aware
that septic system repair and management projects
and other nonpoint source pollution prevenuon and
control measures, which can produce substanual
benefits of water quality protection, are not eligible
for SRF funding in most of the States Further,
many recipients of Federal wastewater assistance
have not insurtuted user fees to provide for long-term
maintenance and repair of the infrastructure, and the
results of that lack of maintenance are now evident.

To help address this situation, the Committee
strongly urges EPA to, within 60 days of enactment
of this Act, estabhish a working group of
representatives from the State/EPA SRF Work
Group, the Enviconmental Council of the States,
Environmental Finance Centers, and centralized and
decentralized wastewater and nonpoint source
stakeholder groups to address the basic means by
which EPA may accord flexibility to the States and
yet also assure that Federal investments achieve the
greatest possible benefits  Specifically, the following
questons should be among those addressed by this
new working group- (1) are the SRF and other
Federal financial assistance programs achieving
maximum water quality protection in terms of public
health and environmental outcomes, (2) are
alternauves other than wastewater treatment plants
and collecuon systems eligible for Federal assistance,
and, if not, why not, (3) do the priority ranking
systems which States use to prioriuze ehgible
trearment works projects propetly account for
environmental outcomes, including indirect impacts
from air deposition of treatment plant effluent or
stormwater runoff from sewer construction-induced
growth, (4) are recipients of Federal assistance
required to adopt appropmate financial planning
methods, which would reduce the cost of capital and
guarantee that infrastructure would be maintained,
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and (5) have sufficient performance measures and
information svstems been developed to assure the
Congress that future Federal assistance will be spent
wisely by the States?

The Committee expects to be kept appraised of the
development of this new working group and further
expects that the group will prepare and submit to the
Congress by July 15, 2002, a report addressing the
aforemenuoned quesuons and other related 1ssues 1t
deems relevant”
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APPENDIX B

Registration List and Workshop Agenda

Paying for Water Quality Workshop
March 14-15, 2002
Registration List
NAME AFTILIATION PHONE FAX EMAIL
Randy Adamis Exccutive Director  [Rural Communnty 202-408-1273 202-408-8165 |radams@rcap org
Assistance Program
George Ames SRF Branch [EPA Hcadquarters 202-564-0661 ames george@epa gov
Angela Anderson Environmental [EPA Headquarters 202-564-0607 anderson angela@epa gov
Protection Specialist
Legh Askew Program Georgia Department of [404-679-4998 404-679-0646 |laskew@dca state ga us
Coordinator, Office  [Commumity Affawrs
of Environmental
Management
William Barry Ayres Associates 715-831-7640 barryb@ayresassocnics com
Bob Bastian [EPA Headquarters 202-564-0653 basuan roberi@epa gov
Sum Batra Senior Legislauve The Trust for Public 202-543-7552 202-544-4723 [sum1 bawra@spl org
Representative IL.and
Kathy Blaha SVP Nauonal The Trust for Public 202-543-7552 202-544-4723 |kathy blaha@jtpl org
Programs ILand
Larry Bowman Director of Water Rural Uulity Service 202-720-9583 Ibow man@rus usda gov
Programs
Rosalie Brodersen Manager Construction Assistance [304-558-063 x326[304-558-3778 [RBRODERSEN @mail dep state wvus
Programs
Yvonne Brown Financial Analyst EPA Region 5 312-886-0240 312-886-0168 |brown yvonnee@epa gov
Kenneth  [Bruzehus CEO IMidwest Assistance 952-758-4334 952-758-4336 [kbmap@bevcomm net
Program, Inc
Edward Brzostek Acung EQIP USDA-NRCS 202-720-1834 202-720-4265 ledward brzostek@usda gov
Program Manager
Faith Burns Associate Director, [National Catdlemen's  [202-347-0228 202-638-0607 |fburns@beeforg
[Environmental Beef Associauon
Issues (NCBA)
Paul Burns Assistant Director  [Minnesota Department [651-296-1488 Paul Burns@state mn us
of Agriculture
Julia Chemotu Legislauve Laaison  (State of Wisconsin 202-624-5999 202-624-5871 |julia chemown@gov state wi us
Ofbce
Thomas  [Chnistensen  [Diviston Director USDA-NRCS 301-504-2198 Thomas Chnstensen@usda gov
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Paying for Water Quahty Workshop
March 14-15, 2002
Registrauon Last
NAME AFFILIATION  [PHONE Fax [EMAIL
Ken Connollv Staff Ducctor Scnate 202-224-7069 202-224-1273 Ken_Connolh @ cpw senate gov
Lovironment and
Public Works
Commuttce
Edward Corrncan Planning, Projecct  [Pennsylvana 717-705-4805 717-705-4760 ccorrncau@state pa us
and Finance Deparument of
Manager Enironmental
Proiccuon
Chad Cronise Suaff Engincer Corrpro 703-413-8266 703-413-8270 ccronise@corspro com
Companics, Inc
Magdalence Cunningham  |Region 111 CWSRF |[EPA Region 3 215-814-2338 215-814-2318 cunningham magdalenc@ecpa gov
Coordmator
Richard Davis Bevendge & 202-789-6025 202-789-6190 rdavis@bdlaw com
Diamond, PC
Jordan Dorfman Clcan Water EPA Hcadquarters {202-564-0614 dorfman jordan@cpa gov
Revolving Fund
Thomas Downs Associate Patton Boggs LLP [1202-457-5634 202-457-6315 tdowns@pattonboggs com
Caryn Ernst Research Manager |The Trust for 202-543-7552 202-544-4723 caryn crnst@tpl org
Public Land
Kit Farber Clean Water EPA Hcadquarters |202-564-0601 farber kuit@epa gov
Revohing Fund
)
Shelley Fichtner Associate Director, |Van Ness Feldman,|202-298-1867 202-338-2416 spR@vnf com
Governmental PC
Issucs
Jocl Gaghards EWWF 301-772-3411 Gaglhardi_jocl@hotmail com
Environmental,
LLC
Alvan Gale Nonpownt Source  [West Vugmia 304-558-6649 304-558-3778  |agale@mad dep statec wh us
Program Dcpartment of
Coordinator Environmenial '
Protcction
Lce Garrigan Director, Assoctation of 202-833-2672 202-833-4657 lgar nngan@amsa-cleanwater org
Legislatve Affars |[Metropolitan
Scwerage Agencics
Mark Gibson Hach Company 970-663-1377x23- |970-962-6710 mglbson@hach com
94
Donaid Hackler Attorney Oklahoma 405-815-5359 405-815-5344 don_hackler@odoc state ok us
Department of
Commerce
Linda Hamfin Exccutive Dircctor [National Onsute 301-776-7407 301-776-7409 Ihbonner@hamfin com
Bonner Wastewater
Recycling
Association
Kristn Hartgrove Special Assist to State of Mxchigan - [202-624-5840 202-624-5841 har tgron ck@michigan gov
the Governor Washington Office
Jasa Hatzenbuchler [Manager, Water Lowcr Colorado 512-473-4082 512-473-4066 thatzenb@lcra otg
Quality River Authonity
Clifford Heckatharn Michigan heckathc@state mi us
Department of
LCnvironmental
Quality
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Paymng for Water Quality Workshop

March 14.15, 2002
Registration List

Enginecr

Departunent of
Environmental

Management

NAME AFTILIATION PHONE FAX EMAIL
David Hacher Clucf, Witershed Susquehanna Riner [717-238-0426 717-238-2436 dherhor@srbe net
Assessment aind Basm Comnussion
Protection
Michael Huines Presdont Uubity Capacity 865-675-5917 865-966-1762 mikehines@mindspring com
Corportion, Inc
Corev Hines Uulty Cap ety
Corporatton, Inc
Stephen Hogye Environmental EPA Headquarters (202-564-0631 202-501-2396 hagye stephen@epa gov
Protection
Specialist
John Hoornbeek [Director Nauonal 304-293-4191x5579  [304-293-3161 jhoornbeck@mail.ncsc wvu edu
Environmental
Traimng Center for
Small Communtties
Marsha Hosncr Software Sales & DH1 Inc 215-244-5344 215-244-9977 mah@dhlgroup com
Support Manager
Joyce Hudson Sentor EPA Hcadquarters |202-564-0657 hudson joyce@epa gov
Environmental
Engwncer
Johnnie Johnston President Scwage Equipment [205-664-3900 205-664-7866 jlohnston@worldnet att net
Sales & Scrvice,
Inc
Robert Jones Environmental Alabama 334-206-5375 334-206-5788 phaTenv@yahoo com
Dircctor for Public |[Deparstment of
Health Area VI Public Healih
Robert Jordan Potomac Rner 703-556-4887 703-556-4887 rober)1944@y~hoo com
Greenways
Coalition
Richard Kelly Loan Specialist Rural Uality rkelly@rus usda gov
Service
Ken Kirk Executne Director |Assocration of 202-833-2672 202-833-4657 kkirk@amsa-cleanwater org
Metropolitan
Sewecrage Agencies
Lisa Knerr Tetra Tech 703-385-6000 703-385-6007 knerrh@tetratech-fix com
Dawn |Kristof President Water & [703-444-1777 [703-444-1779 wuwema@erols com
Wastewater
[Equipment
Manufacrurers
Association
Rich Kuhilman Director, Municipal [EPA Headquarters |202-564-0696
Support Driston
Roger Larson Assistant Director, |Wisconsin 608-266-2666 608-267-2800 larsor@dnr state wi us
Burcau of Department of
Watershed Natural Resources
Management
Pro [ILombardo Lombardo 617-964-2924 617-332-5477 Pio@lombardoAssociates com
Associates, Inc
Cathenne Lundergan  [Environmental Lousiana 225-765-0810 225-765-0745 cathermne_l@dcq state la us
Specmahist Department of
Environmental
Qualiy
Jay Manning Principal Samitary  |Rhode Island pnanmmng@dem state rLus
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Paying for Water Quality Workshop
March 14-15, 2002
Registraton Last
INAME AFFILATION  |PHONE FAX IEMAIL
Hayvwood Martn Burcw Chief) Ncw Mexico 505-827-2797  [505-827-2837 havwood_marun@nmenvstate mn us
Construcuons Environmenial
Programs Dept
Michacl Mason Program Anahst  |EPA Headquarters [202-564-0572  |202-501-2338 mason michael@cpa gov
Dave Mason Program Manager |USDA-NRCS 202-720-1873  |202-720-4265 |dave mason(@usda gov
Raobert Mayer President Nanonal Onsite 800-345-3132  |703-754-0058  [topucat(@aol com, nowracd@aol com
Wastewater
Recyching
Association
Larry McAllister SRF Coordinator  |Oregon 503-229-6412  [503-229-6037 |mcallsterlarry@deq state orus
Department of
Enwvironmental
Quabty
Karen McBride Program Manager [Rural Community [916-447-9832x- (916-447-2878  [karenm(@rcac org
Assistance Corp 212
Jan McGoldrick Semior Policy The Nature 703-841-4229 ymcgoldnck@tnc org
Advisor/EPA Desk |Conservancy
Paula McLclland Capitol Water 410-257-9628  |301-812-1872 paulamclelland@aol com
Treatment, Inc
Tun McProuty EPA Headquarters [202-564-4996 mcprouty imothy@epa gov
Dave Mitamura Special Projects Texas Water 512-463-7965  |512-475-2053  |dave mitamura@twdb state 1x us
Manager Development
Board
Edwin Moran Exccutrne Director {Center for 252-634-1838  [252-634-1689  ledwinm@easternnc-ced org
Sustainable
Communities
Romell Nandi EPA Hcadquarters [202-566-1203 romell nandi@epa gov
Daniel Nees Assistant Maryland 301-405-6384  |301-314-9581 nees@mdsg umd edu
Coordinator Environmental
, Finance Center
' |Valene Nelson Duector Coahtion for 978-283-7569 [978-283-3567  |[Valene508@aol com
Alternative
Wastewnater
Treatment
Charles Noss Deputy Excc Water Environment (703-684-2447  [703-299-0742  |cnoss@werforg
Ditector-Rescarch |Research
Foundation
Judy Novak Environmental EPA Region 7 913-551-7360 913-551-7765 novak judy@epa gov
Protecuon
Specialist
Victoria Oldenburg Legal and Policy  |Governor Gumn of [775-684-5670  [775-684-5698  |vtoldenb@govstate.ny us
Adwisor Nevada
John Ong Chicf, Northern CAEPA Regron 9 415-972-3403  |415-947-3537  [ong john@epa gov
Office, Water
Dnision
Richard Otis VP Applied Avres Associates  [608-249-0471  (608-249-2806  lonsr@avresassnciates com
Technologies
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Paying for Water Quahty Workshop
March 14-15, 2002
Registratuon List

INAMLC AFFILIATION  [PHONE FAX EMAILL
Betsy Ot Dircctor, American Rners 202-347-7550x3033 [202-347-9240 botto@amrivers org
Communny Rners
Program
Jennifer Pauer Stream Partners West Virginia 304-558-6649 x329 |304-558-3778  |jpauer@muail dep state wyus
Program Department of
Coordinator Environmental
Potecuon
Vicki Pettus Principal Assistant [Kentucky 1502-573-0260 x230 [502-573-0157 vicks puttus@mai state kv us
Infrastructure
Authority
Charles Pickney [President On-Site Systems,  [615-356-7294 615-356-7295  |onsite@mmdspring com
Inc
Bob Pickney On-Sne Systems, onsite@mndspring com
Inc
Dawid Piller Environmental [Exclon Power 610-765-5577 610-765-5561 david piller@exeloncor p com
Spectahst
Mark Plank Semor Rural Uuhity mplank@rus usda gov
Environmental Service
Speciabist
Sheila Platt Clean Water EPA Headquarters [202-564-0686 202-501-2403 platt sheda@epa gov
Revohing Fund
Richard Prmce Program Manager [Rural Community |916-447-9832x121  [916-447-2878  [rprince@rcac org
Assistance Corp
Stephen Ragonc Daucctor of Science [National Ground  [703-476-8359 [703-476-8364  [sragone@ngwa org
& Technology Water Association
Bob Rumbharter Section Chief Wisconsin 608-266-3915 608-2670496  |ramhar@dnr state w1 us
Department of
INatural Resources
Bob Rebort President Bio-Microbics, Inc  [913-422-0707 913-422-0808  [rrebori@biomicrobics com
Bryan Richardsen Research Assistant |Senate 202-224-7069 202-224-1273  |Bryan_Ruchardsen@epw senate gov
Environment and
ll-"ul:-hc Works
[Commuitee
Mike |Rebinetie General Manager  [Mam 937-223-1278x3221 1937-226-1592  |mrobmette@conservancy com
Conservancy
District
Arthur Rogers President [Environmental [703-913-2993 [703-913-2923  |arogers@imsi2000 com
Scrences, Inc
Karen Roof [Program Manager [National 202-783-5550x245 [202-783-1583 kroof@naccho org,
Association of hurquhurt@naccho org
County & Ciry
(Health Officials
Rober Rubin Visiing Scientst EPA & Bwlogical  |"'202-564-0679 Rubin Robert@epamanl epa gov
and Agricultural and 919-515-6791"
[Engineernng, NC
State Unmversity
IEddie Scher Director Clean Water 202-289-2395 202-289-1060 lescher@nrdc org
[Nernork
Steve Schridt Drrector of American Water 1856-346-8320 856-782-3603 sschmudt@amwater com
invironmental Works Service
I.::;zmplmnce Companv
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Paying for Water Quality Workshop
March 14-15, 2002
Registration List
NAME AFFILIATION PHONE FAX MAIL
Paul Schwartz Clean Water Action 202-895-0438 |pschwartz@clecanwaterorg
Cleora Scott Clean Water Revolving  |[EPA Headquarters [202-564-0687 scott cleora@epa gov
Fund
Jason Shedlock Community Services National 202-842-4252  [202-661-8871 |jshedloc@naco org
Associate Association of
Counnes (NACo)
Gajndar Singh Environmental Engineer |[EPA Headquarters [202-564-0634 Singh Gapndar@epamail epa gov
Jack Srd Senior Economic Oklahoma 405-815-5357 1405-815-5377 |jack_smid@odoc state ok us
Development Finance Department of
Specialist Commerce
Greg Smith Ohio greg smith@epa state oh us
Environmental
Protection Agency
Bernita Starks EPA Headquarters |202-564-0673 starks bernita@epa gov
Nancy Sioner Drrector, Clean Water INatural Resources [202-289-2394  [202-289-1060 |nstoner@nrdc org
Project Dcfense Council
Tim Suhrer Editor Natonal Small 800-624-8301  |304-293-3161 [tsuhrer@wvu edu
Flows
Clcarmghouse
Stacy Swartwood Sca Grant Knauss Fellow [EPA Headquarters |202-566-1391  [202-566-1349  |swarmood stacy(@epa gov
Wilham Tansey Fimancral Analyst EPA Region 5 312-886-0125 |312-886-0168  [tansey willam(@cpa gov
Todd Teegarden Environmental Engineer |Montana 406-444-5324  |406-444-6836 |rteegarden@state mt us
Manager Department of
Environmental
Quality
Sharon Thomas Water Environment [703-684-2423  1703-684-2492 |sthomas@weLorg
Federation
Michelle Tucker Clean Water Revolving  ([EPA Region 10 206-553-1414  |206-553-6984 |tucker michelle@epa gov
Fund Manager
Tracy Tucker Consultant Bracy Tucker 202-783-5588  [202-783-5595 |tracytuckerbtb@msn com
Brown, Inc
Steve Via Regulatory Engineer Amecrnican Water 202-628-8303  |202-628-2846 [svia@awwa org
Works Association
Stephame Von Feck Clean Water Revolving  [EPA Headquarters |202-564-0609 vonfeck stephante@epa.gov
Fund
Donald Wampler Program Dircctor, Virgmmn 804-698-4132  |804-698-4186 |dwwampler(@deq state va us
Construction Assistance  {Dcpartment of
Program Environmental
Quality
Kevin Ward Deputy Executne Texas Water 512-463-8482 kevin ward@tmwdb state tx us
Administrator, Office of |Development
Project Finance and Board
Construction Assistance
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Paying for Water Quality Workshop
March 14-15, 2002
Registrauon List

Finance Authority
of Arizona

INAME AFFILIATION  |PHONE Fax [EMAIL
Bret Wasley Rescarch Associate [ENS Resources, 202-466-3755 202-466-3787 buwaslev@ensresources com
Inc
Tom Webb Program Support  |Mississippr 601-961-5136 601-961-5187 tom_webb@deq state ms us
Coordinator Department of
Environmental
Quality
Peter Wiedman Officc Coordmnator [Ayres Associates  |218-722-7131x23  {218-722-7165 weirdmanp(@ayresassociates com
Tm Willtams Water Environment {703-684-2437 703-684-2492  [twilbams@weforg
Federation
Reid Wilson Consultant The Trust for 202-543-7552 202-544-4723 rerd wilson@ep! org
Publc Land
Jum Woodworth Urban Water Natural Resources [202-283-2429 202-283-1060 ywoodworth@nrdc org
Speclist Defense Counci
Jennier Zakrowskl Environmental Water 602-230-9770x219 |602-230-1480 Jenntfer Zakrowski@wifa state az us
Health Specialist  [Infrastructure
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OVERVIEW AND WORKSHOP AGENDA
PAYING FOR WATER QUALITY:
MANAGING FUNDING PROGRAMS TO
ACHIEVE THE GREATEST ENVIRONMENTAL BENEFIT

March 14-15, 2002
EPA East Building, Room 1153
1201 Constitution Ave., NW
Washington, DC

Overview

The Environmental Protection Agency will hold a public workshop fo discuss how
wafer quality funding programs can be managed and enbanced 1o achieve the greatest
environmental benefet 1 he Commutiee on Appropreatrons, in House Report 107-
159, requested that EPA host thes forum (House Commnttee and Conference
language bas been included)

Thes workshop will review EPA and State polcy regarding use of the Clean Water
State Revolving Fund and other funding options for water pollution abatement 1be
Jocus of the workshop 15 on funding programs as currently authorized by Congress
and will not address Federal legislative achitres.

EPA has inuted representatives from the EPA/ State SRF Work Group, the
Enwronmental Councel of the States, the Environmental Finance Centers, and
centralized and decentralized wastewater and nonpount source stakeholder groups The
general public 15 also encouraged 1o attend  Particspants wall have the opportunity to
openly discuss concerns and possible solutions.
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PUBLIC WORKSHOP AGENDA
PAYING FOR WATER QUALITY:
MANAGING FUNDING PROGRAMS TO
ACHIEVE THE GREATEST ENVIRONMENTAL BENEFIT
MARCH 14-15, 2002

March 14, 2002 TIME
1. INTRODUCTION 9.00 AM
Thes session well descuss EPA's goals for the two-day public workshop
* EPA Welcome, workshop purpose and objecuves (Rich Kuhlman, USEPA)
+ Agenda overview and introducuons (Mark Kelletr, Northbridge Environmental)
II. WATER QUALITY FUNDING TODAY 930
Thus sesston will discuss bow water quahty protectron efforts have been funded bestorically and bow they are funded
today Thas session will also discuss future fundng challenges and EPA principles to address the challenges.
* US History (Jordan Dorfman, USEPA)
— Funding levels and financing sources in the US
— Types of water pollution controls funded
— Results
* Future funding challenges- Wastewater Needs Survey and "Gap" report EPA principles
to address the "gap" (Angela Anderson, USEPA)

BREAK 10-15

111 OVERVIEW OF CLEAN WATER STATE REVOLVING FUNDING PROGRAM 10.30

The Clean Water State Revolving Fund 15 the largest source of water qualtty financing assistance  Many workshop
registrants do not bave an np-to-date understanding of the CWSRF program, and this session will provide an
overvew
* What 1s the CWSRF and how does it work? (Stephante VonFeck, USEPA)
— What projects are eligible under CWSRE?
— What are State CWSRF programs funding?
~ How do they set priorities?
— How do States consider affordabihity
IV THE ROLE OF OTHER FEDERAL WATER QUALITY FUNDING PROGRAMS 11215
Thus sessson will prowde an overview of other sigmficant Federal sources of water quahty finanang
¢ Nonpoint Source and Nauvonal Estuary Program Grants (Romell Nandi, USEPA)
— What 1s ehigible?
- What 1s being funded?
— How do they set prioniuies?
* Other Federal water program funding (Tim McProuty, USEPA)
— Federal RUS/CDBG/EQIP
— What 1s ehgible?
~ What s being funded?
— How do they set priorities?
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LUNCH

V. FTUNDING DECENTRALIZED WASTEWATER SYSTEMS
Three-fourths of the U S population are served by centralized wastewater treatment systenis, but one fonrth are
serred by decentrahized systems 1 bus sesston wall consider funding sources that can support decentralized wastewater
solutions

* Overview of decentralized wastewater 1ssues and funding challenges (Joyce Hudson,

USEPA)
+ CWSRF policy and overview (Jordan Dorfman, USEPA)
* C\WSRF linked-deposit programs for onsite systems (Greg Smith, Ohio EPA)

VI FUNDING WATERSHED PROTECTION AND NPS POLLUTION CONTROL
PROJECTS
Wastewater treatment is critical to the success of Natwnal water guality efforts, but water quality imtiatives are
increasingly recogriging the importance of actuaties that mingate other water quality problems. This session
considers funding sources for watershed protection and nenpoint source polluteon control projects,

+ CWSRT policy and overview (Stephanie VonFeck, USEPA)

+ CWSRF pass-through loan program for farmers (Paul Burns, Minnesota Dept of

Agriculture)
¢ Natural Resources Conservation Service project funding sources and examples (Tom

Christensen, NRCS)
BREAK

VII GROUP DISCUSSION (depending on group size/preference)

* What are the major barrers to obtaining funding for decentralized systems or watershed
protection/NPS polluuon control projects?

* What can be done to increase the overall effectiveness of exisung funding programs?

* What are the appropriate roles of the Federal government versus the State/local -
government?

* What are the responsibiliues of those seeking funding?

* What changes should be made to the way programs operate?

END DAY ONE

1200 PM

130

230

3.30

345

515
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Day Two: March 15, 2002

VIII EXPLORING HOW STATES CONSIDER ENVIRONMENTAL OUTCOMES AND 900 AM
AFFORDABILITY
State CWSRIE programs durect then resonrces to high-preonty public bealth and water gualty needs  Thes sesston
descusses how CW ARF programs consider priority issues
* Overview and CWSRF Perspecuve (Cleora Scott, USEPA)
— Overview of priority ranking systems for eligible treatment works
- Timing of environmental impact informauon during funding process
— CWSRF perspecuve
* Use of a watershed approach to prioriuze point source and nonpoint
source projects
* EPA Funding Framework Policy
Integrated priority setung in Rhode Island's CWSRF program (Jay Manning, Rhode
Island SRF)
Integrated priority setung in Ohio's CWSRF program (Greg Smith, Ghio EPA)
Group Discusston State planning and priority setung challenges and solutions

BREAK 10:45
IX HOW TO TACKLE ENVIRONMENTAL PERFORMANCE TRACKING 1100

Performance measures and mformation systems assure stakebolders (such as the U.S Congress) that water quahty
assistance programs use thesr resources wisely '1bus sesston discusses the measurement of emronmental
performance

+ Development of environmental benefit indicators (Bob Basuan, USEPA)

* How can impact be measured?

LUNCH 12-15 PM

X ENCOURAGING EFFICIENT WASTEWATER MANAGEMENT 1.45
Effecsent management of wastewater treatment systems reduces environmental impacts and reduces cosis. This
sesseon discusses tools used for efficient management

* Sustainable systems (Rich Kuhlman, USEPA)

* Reliable decentralized wastewater management

* Watershed-based deciston-making

+ Sesston X Group Discussion

XI DISCUSSION AND CLOSING REMARKS 245
Thss final session will help ERA summange the findings of this workshop as the Agency prepares a report to
Congress

END WORKSHOP 400
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