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which has direct responsibility for ad-
ministering the SRF program may sign
the certification at the time of the cap-
italization grant award, provided the
capitalization grant agreement con-
tains a special condition requiring the
State to submit the AG/designee’s con-
currence to EPA within a reasonable
time, not to exceed 120 days, after the
grant is awarded.

(e) Allotment. (1) Appropriations for
fiscal years 1987 through 1990 under
both title Il and title VI programs will
be allotted in accordance with the for-
mula contained in section 205(c)(3) of
the Act.

(2) Title VI funds are available for
the Agency to obligate to the State
during the fiscal year in which they are
allotted and during the following fiscal
year. The amount of any title VI allot-
ment not obligated to the State at the
end of this period of availability will be
reallotted for title VI purposes in ac-
cordance with 40 CFR 35.2010.

(3) A State that does not receive
grants that obligate all the funds allot-
ted to it under title VI in the first year
of its availability will not receive real-
lotted funds from that appropriation.

(4) Notwithstanding 40 CFR 35.910 and
40 CFR 35.2010(a), deobligations and re-
allotments of title Il funds may be
transferred to a title VI capitalization
grant regardless of either the year in
which the title Il funds were originally
allotted or the year in which they are
deobligated or reallotted.

(f) Transfer of title Il allotments. A
State may exercise the option to trans-
fer a portion of its title Il allotment
for deposit, through a capitalization
grant, into an established water pollu-
tion control revolving fund, under sec-
tion 205(m) of the Act.

(1) If the State elects this option, the
Governor of the State must submit a
Notice of Intent to the RA specifying
the amount of the title Il allotment
the State intends to use for title VI
purposes during the fiscal year for
which it is submitted. The Notice may
also identify anticipated, unobligated
title Il funds from the prior fiscal year,
and request transfer of those funds as
well.

(2) Each Notice of Intent must be
submitted on or before July 3 of the
year preceding the Federal fiscal year
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in which those funds are available. If a
State fails to file a Notice of Intent on
or before the prescribed date, then the
State may not transfer title Il allot-
ments into an SRF in the upcoming fis-
cal year. A timely Notice of Intent
may be later withdrawn or amended.

(3) When the capitalization grant is
awarded, funds requested under section
205(m) of the Act will be obligated
under title VI for the activities of the
SRF. If a Notice of Intent anticipates
transfer of funds under the authority of
section 205(m), but those funds are not
so obligated by the end of the two year
period of availability, they will be sub-
ject to reallotment as construction
grant funds.

(9) Reserves and transferred allotments.
(1) Funds reserved under section 205(g)
of the Act can be used to develop SRF
programs. However, before any of these
funds may be used for purposes of the
SRF, the State must establish to the
satisfaction of the RA that adequate
funds, up to the section 205(g) max-
imum, will be available from any
source to administer the construction
grants program.

(2) Funds reserved under sections
205(J)(1) and 205(j)(5) of the Act must be
calculated based on the State’s full
title Il allotment, and cannot be trans-
ferred to the SRF.

(3) Funds reserved under sections
201(1)(2), 205(h), and 205(i) of the Act
must also be calculated based upon the
State’s full title Il allotment. However,
these reserves may be transferred into
an SRF.

(4) The State must reserve from each
fiscal year’s title VI allotment the
greater of one percent of its allotment
or $100,000 to carry out planning under
sections 205(j) and 303(e) of the Act.

(Approved by the Office of Management and
Budget under control number 2040-0118)

§35.3115 Eligible activities of the SRF.

Funds in the SRF shall not be used to
provide grants. SRF balances must be
available in perpetuity and must be
used solely to provide loans and other
authorized forms of financial assist-
ance:

(@) To municipalities, inter-munic-
ipal, interstate, or State agencies for
the construction of publicly owned
wastewater treatment works as these
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are defined in section 212 of the Act
and that appear on the State’s priority
list developed pursuant to section 216
of the Act; and

(b) For implementation of a nonpoint
source pollution control management
program under section 319 of the Act;
and

(c) For development and implementa-
tion of an estuary conservation and
management plan under section 320 of
the Act.

§35.3120 Authorized types of assist-
ance.

The SRF may provide seven general
types of financial assistance.

(a) Loans. The SRF may award loans
at or below market interest rates, or
for zero interest.

(1) Loans may be awarded only if:

(i) All principal and interest pay-
ments on loans are credited directly to
the SRF;

(i) The annual repayment of prin-
cipal and payment of interest begins
not later than one year after project
completion;

(iii) The loan is fully amortized not
later than twenty years after project
completion; and

(iv) Each loan recipient establishes
one or more dedicated sources of rev-
enue for repayment of the loan.

(2) Where construction of a treat-
ment works has been phased or seg-
mented, loan repayment requirements
apply to the completion of individual
phases or segments.

(b) Refinancing existing debt obliga-
tions. The SRF may buy or refinance
local debt obligations at or below mar-
ket rates, where the initial debt was
incurred after March 7, 1985, and build-
ing began after that date.

(1) Projects otherwise eligible for re-
financing under this section on which
building began:

(i) Before January 28, 1988 (the effec-
tive date of the Initial Guidance for
State Revolving Funds) must meet the
requirements of title VI to be fully eli-
gible.

(i) After January 28, 1988, but before
the effective date of this rule, must
meet the requirements of title VI and
of the Initial Guidance for State Re-
volving Funds to be fully eligible.
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(iii) After March 19, 1990 must meet
the requirements of this rule to be
fully eligible.

(2) Where the original debt for a
project was in the form of a multi-pur-
pose bond incurred for purposes in ad-
dition to wastewater treatment facility
construction, an SRF may provide refi-
nancing only for eligible purposes, and
not for the entire debt.

(c) Guarantee or purchase insurance for
local debt obligations. The SRF may
guarantee local debt obligations where
such action would improve credit mar-
ket access or reduce interest rates. The
SRF may also purchase or provide bond
insurance to guarantee debt service
payment.

(d) Guarantee SRF debt obligations.
The SRF may be used as security or as
a source of revenue for the payment of
principal and interest on revenue or
general obligation bonds issued by the
State provided that the net proceeds of
the sale of such bonds are deposited in
the SRF.

(e) Loan guarantees for ‘‘sub-State re-
volving funds.” The SRF may provide
loan guarantees for similar revolving
funds established by municipal or
intermunicipal agencies, to finance ac-
tivities eligible under title VI.

(f) Earn interest on fund accounts. The
SRF may earn interest on Fund ac-
counts.

(g) SRF administrative expenses. (1)
Money in the SRF may be used for the
reasonable costs of administering the
SRF, provided that the amount does
not exceed 4 percent of all grant
awards received by the SRF. Expenses
of the SRF in excess of the amount per-
mitted under this section must be paid
for from sources outside the SRF.

(2) Allowable administrative costs in-
clude all reasonable costs incurred for
management of the SRF program and
for management of projects receiving
financial assistance from the SRF.
Reasonable costs unique to the SRF,
such as costs of servicing loans and
issuing debt, SRF program start-up
costs, financial management, and legal
consulting fees, and reimbursement
costs for support services from other
State agencies are also allowable.

(3) Unallowable administrative costs
include the costs of administering the
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