
42 U.S. Code § 300j-12
State revolving loan funds

(a) General authority
(1)(1) Grants to States to establish State loan funds Grants to States to establish State loan funds

(A)(A) In general In general
The Administrator shall offer to enter into agreements with eligible States to make capitalization grants,
including letters of credit, to the States under this subsection to further the health protection objectives
of this subchapter, promote the efficient use of fund resources, and for other purposes as are specified in
this subchapter.

(B)(B) Establishment of fund Establishment of fund
To be eligible to receive a capitalization grant under this section, a State shall establish a drinking water
treatment revolving loan fund (referred to in this section as a “State loan fund”) and comply with the
other requirements of this section. Each grant to a State under this section shall be deposited in the State
loan fund established by the State, except as otherwise provided in this section and in other provisions of
this subchapter. No funds authorized by other provisions of this subchapter to be used for other purposes
specified in this subchapter shall be deposited in any State loan fund.

(C)(C) Extended period Extended period
The grant to a State shall be available to the State for obligation during the fiscal year for which the funds
are authorized and during the following fiscal year, except that grants made available from funds
provided prior to fiscal year 1997 shall be available for obligation during each of the fiscal years 1997 and
1998.

(D)(D) Allotment formula Allotment formula
Except as otherwise provided in this section, funds made available to carry out this section shall be allotted
to States that have entered into an agreement pursuant to this section (other than the District of Columbia)
in accordance with—

(i) for each of fiscal years 1995 through 1997, a formula that is the same as the formula used to distribute
public water system supervision grant funds under section 300j–2 of this title in fiscal year 1995, except
that the minimum proportionate share established in the formula shall be 1 percent of available funds
and the formula shall be adjusted to include a minimum proportionate share for the State of Wyoming
and the District of Columbia; and

(ii) for fiscal year 1998 and each subsequent fiscal year, a formula that allocates to each State the
proportional share of the State needs identified in the most recent survey conducted pursuant to
subsection (h), except that the minimum proportionate share provided to each State shall be the same as
the minimum proportionate share provided under clause (i).

(E)(E) Reallotment Reallotment
The grants not obligated by the last day of the period for which the grants are available shall be reallotted
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according to the appropriate criteria set forth in subparagraph (D), except that the Administrator may
reserve and allocate 10 percent of the remaining amount for financial assistance to Indian Tribes in
addition to the amount allotted under subsection (i) and none of the funds reallotted by the
Administrator shall be reallotted to any State that has not obligated all sums allotted to the State
pursuant to this section during the period in which the sums were available for obligation.

(F)(F) Nonprimacy States Nonprimacy States
The State allotment for a State not exercising primary enforcement responsibility for public water
systems shall not be deposited in any such fund but shall be allotted by the Administrator under this
subparagraph. Pursuant to section 300j–2(a)(9)(A) of this title such sums allotted under this
subparagraph shall be reserved as needed by the Administrator to exercise primary enforcement
responsibility under this subchapter in such State and the remainder shall be reallotted to States
exercising primary enforcement responsibility for public water systems for deposit in such funds.
Whenever the Administrator makes a final determination pursuant to section 300g–2(b) of this title that
the requirements of section 300g–2(a) of this title are no longer being met by a State, additional grants
for such State under this subchapter shall be immediately terminated by the Administrator. This
subparagraph shall not apply to any State not exercising primary enforcement responsibility for public
water systems as of August 6, 1996.

(G)(G) Other programs Other programs

(i)(i) New system capacity New system capacity
Beginning in fiscal year 1999, the Administrator shall withhold 20 percent of each capitalization grant
made pursuant to this section to a State unless the State has met the requirements of section 300g–
9(a) of this title (relating to capacity development) and shall withhold 10 percent for fiscal year 2001, 15
percent for fiscal year 2002, and 20 percent for fiscal year 2003 if the State has not complied with the
provisions of section 300g–9(c) of this title (relating to capacity development strategies). Not more
than a total of 20 percent of the capitalization grants made to a State in any fiscal year may be withheld
under the preceding provisions of this clause. All funds withheld by the Administrator pursuant to this
clause shall be reallotted by the Administrator on the basis of the same ratio as is applicable to funds
allotted under subparagraph (D). None of the funds reallotted by the Administrator pursuant to this
paragraph shall be allotted to a State unless the State has met the requirements of section 300g–9 of
this title (relating to capacity development).

(ii)(ii) Operator certification Operator certification
The Administrator shall withhold 20 percent of each capitalization grant made pursuant to this section

unless the State has met the requirements of 300g–8 [1] of this title (relating to operator certification).
All funds withheld by the Administrator pursuant to this clause shall be reallotted by the Administrator
on the basis of the same ratio as applicable to funds allotted under subparagraph (D). None of the
funds reallotted by the Administrator pursuant to this paragraph shall be allotted to a State unless the
State has met the requirements of section 300g–8 of this title (relating to operator certification).

(2)(2) Use of funds Use of funds

(A)(A) In general In general
Except as otherwise authorized by this subchapter, amounts deposited in a State loan fund, including
loan repayments and interest earned on such amounts, shall be used only for providing loans or loan
guarantees, or as a source of reserve and security for leveraged loans, the proceeds of which are
deposited in a State loan fund established under paragraph (1), or other financial assistance authorized
under this section to community water systems and nonprofit noncommunity water systems, other than
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systems owned by Federal agencies.

(B)(B) Limitation Limitation
Financial assistance under this section may be used by a public water system only for expenditures
(including expenditures for planning, design, siting, and associated preconstruction activities, or for
replacing or rehabilitating aging treatment, storage, or distribution facilities of public water systems,
but not including monitoring, operation, and maintenance expenditures) of a type or category which the
Administrator has determined, through guidance, will facilitate compliance with national primary
drinking water regulations applicable to the system under section 300g–1 of this title or otherwise
significantly further the health protection objectives of this subchapter.

(C)(C) Sale of bonds Sale of bonds
Funds may also be used by a public water system as a source of revenue (restricted solely to interest
earnings of the applicable State loan fund) or security for payment of the principal and interest on
revenue or general obligation bonds issued by the State to provide matching funds under subsection (e),
if the proceeds of the sale of the bonds will be deposited in the State loan fund.

(D)(D) Water treatment loans Water treatment loans
The funds under this section may also be used to provide loans to a system referred to in section 300f(4)
(B) of this title for the purpose of providing the treatment described in section 300f(4)(B)(i)(III) of this
title.

(E)(E) Acquisition of real property Acquisition of real property
The funds under this section shall not be used for the acquisition of real property or interests therein,
unless the acquisition is integral to a project authorized by this paragraph and the purchase is from a
willing seller.

(F)(F) Loan assistance Loan assistance
Of the amount credited to any State loan fund established under this section in any fiscal year, 15 percent
shall be available solely for providing loan assistance to public water systems which regularly serve fewer
than 10,000 persons to the extent such funds can be obligated for eligible projects of public water
systems.

(G)(G) Emerging contaminants Emerging contaminants

(i)(i) In general In general
Notwithstanding any other provision of law and subject to clause (ii), amounts deposited under
subsection (t) in a State loan fund established under this section may only be used to provide grants for
the purpose of addressing emerging contaminants, with a focus on perfluoroalkyl and polyfluoroalkyl
substances.

(ii)(ii) Requirements Requirements

(I)(I) Small and disadvantaged communities Small and disadvantaged communities
Not less than 25 percent of the amounts described in clause (i) shall be used to provide grants to—

(aa) disadvantaged communities (as defined in subsection (d)(3)); or

(bb) public water systems serving fewer than 25,000 persons.

(II)(II) Priorities Priorities
In selecting the recipient of a grant using amounts described in clause (i), a State shall use the
priorities described in subsection (b)(3)(A).

(iii)(iii) No increased bonding authority No increased bonding authority
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The amounts deposited in the State loan fund of a State under subsection (t) may not be used as a
source of payment of, or security for (directly or indirectly), in whole or in part, any obligation the
interest on which is exempt from the tax imposed under chapter 1 of the Internal Revenue Code of
1986.
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