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§35.3515 Allotment and withholdings
of funds.

(a) Allotment—(1) General. Each State
will receive a minimum of one percent
of the funds available for allotment to
all of the States.

(2) Allotment formula. Funds available
to States from fiscal year 1998 appro-
priations and subsequent appropria-
tions are allotted according to a for-
mula that reflects the infrastructure
needs of public water systems identi-
fied in the most recent Needs Survey
submitted in accordance with section
1452(h) of the Act.

(3) Period of availability. Funds are
available for obligation to States dur-
ing the fiscal year in which they are
authorized and during the following fis-
cal year. The amount of any allotment
not obligated to a State by EPA at the
end of this period of availability will be
reallotted to eligible States based on
the formula originally used to allot
these funds, except that the Adminis-
trator may reserve up to 10 percent of
any funds available for reallotment to
provide additional assistance to Indian
Tribes. In order to be eligible to re-
ceive reallotted funds, a State must
have been obligated all funds it is eligi-
ble to receive from EPA during the pe-
riod of availability.

(4) Loss of primacy. The following pro-
visions do not apply to any State that
did not have primacy as of August 6,
1996:

(i) A State may not receive a capital-
ization grant from allotments that
have been made if the State had pri-
macy and subsequently loses primacy.

(ii) For a State that loses primacy,
the Administrator may reserve funds
from the State’s allotment for use by
EPA to administer primacy in that
State. The balance of the funds not
used by EPA to administer primacy
will be reallotted to the other States.

(iii) A State will be eligible for future
allotments from funds appropriated in
the next fiscal year after primacy is re-
stored.

(b) Withholdings—(1) General. EPA
will withhold funds under each of the
following provisions:

(i) Capacity development authority.
EPA will withhold 20 percent of a
State’s allotment from any State that
has not obtained the legal authority or
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other means to ensure that all new
community water systems and new
nontransient, noncommunity water
systems commencing operations after
October 1, 1999, demonstrate technical,
financial, and managerial capacity
with respect to each national primary
drinking water regulation in effect, or
likely to be in effect, on the date of
commencement of operations. The de-
termination of withholding will be
based on an assessment of the status of
the State program as of October 1 of
the fiscal year for which the funds were
allotted.

(ii) Capacity development strategy.
EPA will withhold funds from any
State unless the State is developing
and implementing a strategy to assist
public water systems in acquiring and
maintaining technical, financial, and
managerial capacity. The amount of a
State’s allotment that will be withheld
is 10 percent for fiscal year 2001, 15 per-
cent for fiscal year 2002, and 20 percent
for each subsequent fiscal year. The de-
termination of withholding will be
based on an assessment of the status of
the State strategy as of October 1 of
the fiscal year for which the funds were
allotted. Decisions of a State regarding
any particular public water system as
part of a capacity development strat-
egy are not subject to review by EPA
and may not serve as a basis for with-
holding funds.

(iii) Operator certification program. Be-
ginning on February 5, 2001, EPA will
withhold 20 percent of a State’s allot-
ment unless the State has adopted and
is implementing a program for certi-
fying operators of community and non-
transient, noncommunity public water
systems that meets the requirements
of section 1419 of the Act. The deter-
mination of withholding will be based
on an assessment of the status of the
State program for each fiscal year.

(2) Maximum withholdings. The max-
imum amount of funds that will be
withheld if a State fails to meet the re-
quirements of both the capacity devel-
opment authority and the capacity de-
velopment strategy provisions is 20
percent of the allotment in any fiscal
year. The maximum amount of funds
that will be withheld if a State fails to
meet the requirements of the operator
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certification program provision and ei-
ther the capacity development author-
ity provision or the capacity develop-
ment strategy provision is 40 percent of
the allotment in any fiscal year.

(3) Reallotment of withheld funds. The
Administrator will reallot withheld
funds to eligible States based on the
formula originally used to allot these
funds. In order to be eligible to receive
reallotted funds under the withholding
provisions, a State must have been ob-
ligated all funds it is eligible to receive
from EPA during the period of avail-
ability. A State that has funds with-
held under any one of the withholding
provisions in paragraphs (b)(1)(i)
through (b)(1)(iii) of this section is not
eligible to receive reallotted funds
made available by that provision.

(4) Termination of withholdings. A
withholding will cease to apply to
funds appropriated in the next fiscal
year after a State complies with the
specific provision under which funds
were withheld.

§385.3520 Systems, projects, and
project-related costs eligible for as-
sistance from the Fund.

(a) Eligible systems. Assistance from
the Fund may only be provided to:

(1) Privately-owned and publicly-
owned community water systems and
non-profit noncommunity water sys-
tems.

(2) Projects that will result in the
creation of a community water system
in accordance with paragraph (b)(2)(vi)
of this section.

(3) Systems referred to in section
1401(4)(B) of the Act for the purposes of
point of entry or central treatment
under section 1401(4)(B)(i)(111).

(b) Eligible projects—(1) General.
Projects that address present or pre-
vent future violations of health-based
drinking water standards are eligible
for assistance. These include projects
needed to maintain compliance with
existing national primary drinking
water regulations for contaminants
with acute and chronic health effects.
Projects to replace aging infrastruc-
ture are eligible for assistance if they
are needed to maintain compliance or
further the public health protection ob-
jectives of the Act.

§35.3520

(2) Only the following project cat-
egories are eligible for assistance from
the Fund:

(i) Treatment. Examples of projects
include installation or upgrade of fa-
cilities to improve the quality of
drinking water to comply with primary
or secondary standards and point of
entry or central treatment under sec-
tion 1401(4)(B)(i)(111) of the Act.

(ii) Transmission and distribution. Ex-
amples of projects include installation
or replacement of transmission and dis-
tribution pipes to improve water pres-
sure to safe levels or to prevent con-
tamination caused by leaks or breaks
in the pipes.

(iii) Source. Examples of projects in-
clude rehabilitation of wells or devel-
opment of eligible sources to replace
contaminated sources.

(iv) Storage. Examples of projects in-
clude installation or upgrade of eligible
storage facilities, including finished
water reservoirs, to prevent micro-
biological contaminants from entering
a public water system.

(v) Consolidation. Eligible projects are
those needed to consolidate water sup-
plies where, for example, a supply has
become contaminated or a system is
unable to maintain compliance for
technical, financial, or managerial rea-
sons.

(vi) Creation of new systems. Eligible
projects are those that, upon comple-
tion, will create a community water
systemm to address existing public
health problems with serious risks
caused by unsafe drinking water pro-
vided by individual wells or surface
water sources. Eligible projects are
also those that create a new regional
community water system by consoli-
dating existing systems that have tech-
nical, financial, or managerial difficul-
ties. Projects to address existing public
health problems associated with indi-
vidual wells or surface water sources
must be limited in scope to the specific
geographic area affected by contamina-
tion. Projects that create new regional
community water systems by consoli-
dating existing systems must be lim-
ited in scope to the service area of the
systems being consolidated. A project
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