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From: Butler, Sonya (DEQ)

Sent: Tuesday, March 31, 2015 3:26 PM
To: Shekter Smith, Liane (DEQ)
Subject: FW: Principal forgiveness

There is an internal debate at EPA regarding the statute below which was referenced in the Flint letter. EPA will
cenference tomorrow and iet me know the result.

From: Marquardt, Steve [mailto: marquardt.steve@epa.gov]
Sent: Tuesday, March 31, 2015 12:38 PM

To: Butler, Sonya (DEQ)

Subject: RE: Principal forgiveness

The difference is that DW could do PF before ARRAL. I have a call tomorrow with OW and will circle back

Statute - Section 130, Section 1452 {d):

**(d) ASSISTANCE FOR DISADVANTAGED COMMUNITIES.—

**(1) Loan suBsiDY.—Notwithstanding any other provision

of this section, in any case in which the State makes a loan

pursuant to subsection (a)(2) to a disadvantaged community

or to a community that the State expects to become a disadvantaged
community as the result of a proposed project, the State

may provide additional subsidization (including forgiveness of
principal).

**(2) ToTAL AMOUNT OF SUBSIDIES. —For each fiscal year,

the total amount of loan subsidies made by a State pursuant

to paragraph (1) may not exceed 30 percent of the amount

of the capitalization grant received by the State for the year.
“*(3) DEFINITION OF DISADVANTAGED COMMUNITY .—In this
subsection, the term ‘disadvantaged community’” means the

service area of a public water system that meets affordability
criteria established after public review and comment by the
State in which the public water system is located. The Administrator
may publish information to assist States in establishing

affordability criteria.

Regs - § 356.3525 Authorized types of assistance from the Fund.
(b) Assistance to disadvantaged
communities. (1) A State may provide
loan subsidies (e.g., loans which include
principal forgiveness. negative interest
rate loans) to benefit communities
meeting the State’s definition of
‘‘disadvantaged”’ or which the State
expects to become *‘disadvantaged’’ as a
result of the project. Loan subsidies in

the form of reduced interest rate loans

that are at or above zero percent do not

fall under the 30 percent allowance
described in paragraph (b)(2) of this
section.

(2) A State may take an amount equal

to no more than 30 percent of the
amount of a particular fiscal vear’s
capitalization grant to provide loan
subsidies to disadvantaged
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communities. If a State does not take the

entire 30 percent allowance associated
with a particular fiscal vear’s
capitalization grant, it cannot reserve

the authority to take the remaining
balance of the allowance from future

capitalization grants. In addition, a State
must:

(1) Indicate in the Intended Use Plan
(IUP) the amount of the allowance it is
taking for loan subsidies;

(ii) Commit capitalization grant and
required State match dollars taken for
loan subsidies in accordance with the
binding commitment requirements in

§ 35.3550(e), and

(i11) Commit any other dollars (e.g.,
principal and interest repayments,
investment eamings) taken for loan
subsidies to projects over the same time
period during which binding
commitments are made for the
capitalization grant from which the
allowance was taken.

(3) A State mayv extend the term for a
loan to a disadvantaged community,
provided that a recipient completes loan
repayvment no later than 30 vears after
project completion and the term of the
loan does not exceed the expected

design life of the project.

Steva Marguardt
USEPA Region 5

77 Wast lackson Blvd
Chicago, lilinois 60604
{3121353-3214

From: Butler, Sonya (DEQ) [maiitenBUTLERS2 @michigan.gov]
Sent: Tuesday, March 31, 2015 10:05 AM

To: Marquardt, Steve

Subject: FW: Principal forgiveness

Steve

Here's what T sent to Jehn Barten last week to respond to Kildee.

From: Butler, Sonya (DEQ)

Sent: Friday, March 27, 2015 12:45 PM
To: Barton, John (Treasury)

Cc: Shekter Smith, Liane (DEQ)
Subject: Principal forgiveness

John



