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THE WHITE HOUSE 

WASHINGTON 

October 18, 1976 

MEMORANDUM FOR THE PRES~~ 

FROM: JIM CANNO.; J(IJYplM'-

SUBJECT: s. 3894 

This is the bill Senator 
Buckley recommended you 
sign when you saw him in 
New York City last week. 

Digitized from Box 67 of the White House Records Office Legislation Case Files 
at the Gerald R. Ford Presidential Library



T~E WHITE HOUSE ACTION 

WASHINGTON 
Last Day: October 19 

October 18, 1976 

MEMORANDUM FOR THE PRESIDENT 

FROM: JIM CANNON~~ 
SUBJECT: S. 3894 Federal Water Pollution 

Control Act Amendments 

Attached for your consideration is s. 3894, sponsored by 
Senator Baker of Tennessee and Senator Buckley of New York. 

The enrolled bill provides authority for the Environmental 
Protection Agency to guarantee loans made by the Federal 
Financing Bank to municipalities to cover the local share of 
sewage treatment plant construction costs. 

Similar funding ability was available from the Environmental 
Financing Authority which expired in 1975. No applications 
were received because the rate of construction growth was 
slower than was anticipated. 

The bill was introduced mainly to assist those municipalities 
such as New York City, Buffalo and Detroit, that are now un
able to raise their share of the cost of Federally required 
facilities. 

A detailed discussion of the bill is provided in OMB's 
enrolled bill report at Tab 

AGENCY RECOMMENDATIONS 

The Council of Economic Advisors recommends disapproval, citing 
the possible Feder.al exposure 11 to some portion of 1. 5 to 2. 0 
billion dollars in obligations~ in FY 1977 and FY 1978. CEA 
also voiced concern as to EPA's lack of experience in making 
such loans. 

The Department of the Treasury recommends disapproval because 
the 11 backdoor financing device 11 could result in an expanded 
Federal debt which would not be subject to Presidential and 
Congressional control. 

OMB concurs with Treasury and CEA in their reasons for 
recommending disapproval, pointing out the considerable 
Federal aid already available to municipalities. 
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EPA recommends approval on the grounds that some communities 
have no other source of funding, and that the assistance is 
necessary to "the continued progress in cleaning up our 
nation's waters that the water program has made." 

STAFF RECOMMENDATIONS 

Max Friedersdorf, Bob Hartmann and Counsel's Office (Lazarus} 
recommend approval of S. 3894. 

Bill Seidman recommends disapproval of s. 3894. 

RECOMMENDATION 

I recommend that you approve S. 3894. 

The bill provides sufficient Administrative flexibility to 
control Federal exposure. Those municipalities currently 
unable to go to the bond market (New York City} or who are 
faced with interest rates as high as 10.58% (Buffalo) will 
be greatly aided by this bill. 

DECISION 

Approve S. 3894 at Tab B. 

Approve sign~~ement at Tab C which has been cleared 
by Doug Smith 

Approve Disapprove 

Veto S. 3894 and sign Memorandum of Disapproval at Tab D. 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

OCT 14 1976 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bills. 3894 -Federal Water 
Pollution Control Act Amendments 

Sponsors - Senator Baker (R) Tennessee 
and Sen. Buckley (R) New York 

Last Day for Action 

October 19, 1976 - Tuesday 

Purpose 

Provides authority for the Environmental Protection 
Agency (EPA) to guarantee loans made by the Federal 
Financing Bank to finance the non-Federal share 
of the construction costs of municipal sewage 
treatment works. 

Agency Recommendations 

Office of Management and Budget 

Department of the Treasury 

Council of Economic Advisers 
Environmental Protection Agency 

Background 

Disapproval (Memo
randum of Disapproval 
attached} 

Disapproval (Memo
randum of Disapproval 
attached) 

Disapproval 
Approval 

The Federal Water Pollution Control Act Amendments 
of 1972 (FWPCA) greatly expanded the Federal Govern
ment's program for the construction of municipal 
sewage treatment facilities. Under the 1972 law, 
EPA provides Federal grants for 75 percent of the 
construction cost of a wide variety of treatment 
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facilities. 

In addition to the Federal grants, the 1972 Act 
contained a provision, known as the ''Envirorunental 
Financing Authority," which is similar to S. 3894. 
The Envirorunental Financing Authority expired 
in 1975 without ever having been utilized. 

Last January, the Administration submitted amend
ments to the Clean Water Act which would reduce 
or eliminate the Federal grant share for ineffective 
program items such as collector sewers. The 
Senate Public Works Committee has responded 
'favorably to the objectives of our legislative 
proposal, but has taken no legislative action. 

Summary of the Enrolled Bill 

s. 3894 would authorize EPA to guarantee loans to 
municipalities for that part of the cost of 
construction of sewage treatment facilities not funded 
by Federal grants. The loans could be made solely 
by the Federal Financing Bank (FFBl. 

The bill would require the Administrator of EPA 
to: 

make a finding that the project meets the 
requirements of the FWPCA and is eligible for 
a Federal grant; 

certify that the municipality is unable to obtain 
sufficient credit on reasonable terms without 
the guarantee; and, 

make a determination that there is a reasonable 
assurance that the municipality will repay the 
Federal loan. 

The bill would also require the Secretary of the 
Treasury to make a determination of what constitutes 
reasonable terms for municipalities to borrow 
funds. 
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The legislative history indicates that if a 
municipality defaults on its repayment of a 
loan, the Administrator of EPA would be required 
to repay the Federal Financing Bank from 
appropriated funds. 

The House and Senate water pollution control bills 
introduced in the 94th Congress each contained 
provisions similar in effect to S. 3894. EPA 
opposed these provisions in testimony and 
reports before congressional committees, and these 
bills died in conference. However, the loan 
guarantee provision was resurrected when s. 3894 

'was introduced and passed by both the House and 
the Senate without debate on October 1, 1976, 
the last day of the 94th Congress. 

Discussion 

s. 3894 is intended to replace the expired authority 
of the Environmental Financing Authority which was 
enacted in response to an initiative of the prior 
Administration in 1971 as a backstop loan program 
to the Federal grant program which provided 55 per
cent Federal cost sharing for waste treatment projects. 

The Environmental Financing Authority was recommended 
because: 

the Federal Government was accelerating its 
efforts to improve municipal waste treatment, 
resulting in greater costs to municipalities; 

there were concerns that some municipalities -
primarily hardship cases -- may not be able to 
participate in the Federal waste treatment 
assistance programs because of financing 
problems: and, 

it was considered advantageous to provide loans 
in hardship cases, rather than increase the 55% 
Federal grant rate. 

The 1972 Act incorporated the Environmental 
Financing Authority and increased the Federal 
grant rate to 75% as well. 

During the period from 1972 until it expired in 
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1975, the Environmental Financing Authority did 
not receive any loan applications, because the 
municipal financing problems did not materialize 
as had been feared. This was due to (1) the 
higher Federal grant rate (75% rather than 55%)' 
and (2) the slower than expected rate of growth 
in municipal sewage facility construction. 

It was shortly after the expiration of the 
Environmental Financing Authority that the fiscal 
problems in New York City became apparent. Since 
that time, there have been several instances 
where New York State communities (including New 
York City) have had difficulty selling municipal 
bonds for sewage treatment facility construction. 
This in turn prompted the efforts of the New York 
delegation to revive Federal guaranteed loan 
authority in recent water pollution bills. During 
this same period, the Administration had already 
taken action to help New York City's finances in 
general, and in particular, EPA has recently 
reached an agreement with the city as to the 
timing and financing of new sewage treatment 
construction, including the provision of 
additional grant funds. However, there have been 
instances in other States also~where local 
financing is a problem - primarily in New Jersey 
and West Virginia. It can be expected that 
localities in these States would apply for Federal 
loans, in particular Buffalo and Long Island, 
communities in New York,and Detroit, Michigan. 

There are, however, several other Federal programs 
available to finance sewage facility construction, 
including: 

HUD Community Development Block Grants (it is 
estimated that 35% of the total of $3.24 billion 
in fiscal year 1977 will go to public facilities, 
of which water and sewer facilities are the 
largest part); 

Farmers Home Administration Grants and Loans directed 
to small communities ($200M in fiscal year 1977 for 
grants for water and sewer facilities; 5% long-
term loans as well); and, 
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Economic Development Administration - Local 
Public Works Development and Investment Program 
(this program is directed to those areas with 
high unemployment; $2.0 billion is available 
in fiscal year 1977 for grants for public works 
projects, including sewage facilities). 

The HUD and EPA programs are primarily directed 
to urban areas; the Farmers Home program is 
directed to small, primarily rural communities. 
There have been a number of instances where EPA 75% 
grants have been matched with Farmers Home Administra
tion grants and loans. 

Although S. 3894 is intended to continue the program 
previously assigned to the Environmental Financing 
Authority, the specific authorizing language differs 
in several significant respects. The most important 
difference is that s. 3894 would permit Federal 
loans to cover that portion of the construction 
cost ••• "not paid for ••• "with a Federal grant. 
Thus, projects which are eligible for Federal 
grants, but which have not yet received a grant 
because of Federal budgetary limitations, could 
apply for a 100% Federal loan. Any future Federal 
grant could then be used to repay portions of 
the loan. This could create a backdoor financing 
scheme which circumvents the Federal budgetary 
process. Although EPA and Treasury do not intend 
to implement the program in this manner, the 
possibility exists nonetheless. 

Other concerns regarding budget status and control
lability are also raised by s. 3894. The program 
is really a direct loan program with the cosmetic 
features of guarantees and FFB purchases~ This 
puts the loans off~budget where they are neither 
counted or controlled in the budget process. More
over, the bill lacks any of the customary provisions 
for payment of claims under a guarantee -- some of 
which would have brought the program under the 
scrutiny of the congressional budget and 
appropriations committees. 
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Agency Comments 

Although EPA opposed this bill before Congress, 
the Agency recommends approval in its attached 
enrolled bill letter, noting that a number of 
communities are experiencing difficulty in raising 
the local share of sewage treatment construction 
costs. 

The Council of Economic Advisers (CEA) and the 
Department of the Treasury recommend disapproval 
because of: 

the potential for high default rates; 

EPA's lack of experience in administering loan 
guarantee programs; and, 

the potential for circumventing Federal budgetary 
controls by obtaining loans in advance of 
appropriated grant funds. 

Arguments for Approval 

s . 3 8 9 4 would: 

assist in the continued program in cleaning up 
the Nation's waters in those cases where reason
able local financing is not available; 

provide sufficient administrative flexibility 
to ensure that only a minimum number of 
municipalities receive Federal loans; 

if vetoed, possibly posture you as opposing 
continued progress in sewage treatment 
construction, since a veto cannot be justified 
solely upon Federal budgetary considerations; 

be consistent with the concept of the Environ
mental Financing Authority, an Executive Branch 
initiative in 1971 -- sponsors would argue that 
it is a mere extension of authority; and, 

provide less of a subsidy than the Farmers Home 
program because it does recover the full cost of 
Federal borrowing. 
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Arguments against Approval 

the Federal Government already finances 75% of 
construction costs -- a Federal loan in addition 
to the grant extends the Federal role to an 
unacceptable degree; 

this is an excessively broad aid program to 
meet the narrowly perceived needs of a few 
special cases; 

the situation has changed greatly since 1971, 
when the Environmental Financing Authority was 
proposed. In particular: (1) the grant rate is 
now 75% and (2) a new HUD block grant program and 
EPA public works program, which include sewage 
facilities, are now in existence and the FmHA 
program has been streamlined and expanded; 

the bill would add to the proliferation of numerous 
competing, uncoordinated, and sometimes over
lapping financial aid programs for the same 
basic purpose, in the absence of a cohesive 
overall central policy; and, 

the language of the bill may permit 100% loans 
from the Federal Financing Bank if Federal grant 
funds are lacking, thus setting up a situation 
where the loan must be followed by a 75% 
grant in later years circumventing program 
level controls established in the budget. 

Recommendation 

We believe the arguments against approval are stronger, 
and accordingly, we concur in the CEA and Treasury 
recommendations for disapproval. We have modified 
Treasury's Memorandum of Disapproval which we 
recommend for your consideration. 

Enclosure 

James T. Lynn 
Director 



UNITED STATES ENVIRONMENTAL PROTECTION AGENCY 
WASHINGTON, D.C. 20460 

OCT 81916 
THE ADMINISTRATOR 

Dear Mr. Lynn: 
~ 

This is in response to your request of October 5, 1976, 
for the Environmental Protection Agency's views and comments 
on S. 3894 on an enrolled bill to amend the Federal Water 
Pollution Control Act. 

The bill provides for a new section 213 - Loan 
Guarantees for Construction of Treatment Works. Under 
this provision a grantee, unable to finance the non-Federal 
share of the cost of constructing treatment works at a 
reasonable rate, may receive a loan guarantee from the 
Federal government. The Administrator of EPA is authorized 
to guarantee loans made by the Federal Financing Bank (by 
purchasing obligations issued by the grantee) for the non
Federal share of the construction costs. 

In order for a grantee to be eligible to sell its 
bonds to the Federal Financing Bank, EPA must certify that 
the grantee is unable to obtain necessary credit on reason
able terms, and make a determination that there is a 
reasonable assurance of repayment of the loan. In deter
mining whether there is reasonable assurance of repayment 
the Administrator requires a commitment which would apply 
to such repayment. Such commitment may include the use 
of user charges to insure repayment as well as future re
imbursement funds paid to the grantee. 

Furthermore, the Administrator may charge reasonable 
fees for the investigation of an application for a 
guarantee and for the issuance of a commitment to guarantee. 

The bill also provides that determinations as to 
whether financing is available at reasonable rates will 
be made by the Secretary of the Treasury. 
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We at EPA recognize that some communities are ex
periencing difficulties in raising the local share for 
wastewater treatment projects. This amendment to the 
FWPCA should help to alleviate this situation and assist 
in the continued progress in cleaning up our Nation's 
waters that the water program has made. 

The Environmental Protection Agency recommends the 
bill S. 3894 to the President for signature. 

Honorable James T. Lynn 
Director 

~rely y~r."Y . 
!ul~ Train~ 

Office of Management and Budget 
washington, D.C. 20503 
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STATEMENT BY THE PRESIDENT 

I have today signed S. 3894, a bill to provide loan 

guarantees for construction of municipal waste water 

treatment plants. 

Under my Administration, we have been pursuing a 

massive program to clean up the Nation's waterways, and 

progress has been heartening. In the municipal area, this 

Administration obligated over $4 billion for waste treat

ment plants last year and expects to obligate from $5 to 

$6 billion in the current fiscal year. From these efforts, 

rivers, lakes and coastal waters across the country are 

being cleaned up, and fishing, boating, and other recreational 

areas are being opened up across the country. 

Despite the progress that is being made, some communities 

face difficulties in raising the local share of funds for 

waste water treatment plant construction. I believe strongly 

that local governments must be a financial partner in this 

program, and strongly oppose Federal financing of some treat

ment plant projects at 100 percent, as some have proposed. 

The loan guarantees authorized by this bill will be 

available to communities only when they are unable to obtain 

sufficient credit on reasonable terms without a guarantee, 

and only when EPA determines there is a reasonable assurance 

of repayment of the loan. The Secretary of the Treasury will 

determine whether financing is available at reasonable rates. 

The Federal Financing Bank will loan the funds to a locality 

and EPA will guarantee payment of that loan. EPA could charge 

fees for its expenses in reviewing an application and for the 

issuance of a commitment to make a guarantee. 



2 

This legislation will assure that no community is pre

vented from participating in the municipal clean water campaign 

solely because of short-term inability to obtain financing. 

This is particularly important since communities must meet 

regulatory requirements under the Federal Water Pollution 

Control Act. The bill I have signed will assure that com

'munities will be able to finance projects without increasing 

the proportionate Federal share through grants. 
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MEMORANDUM OF DISAPPROVAL 

I am withholding my approval from S. 3894, a bill 

"To amend the Federal Water Pollution Control Act, as 

amended." 

S. 3894 would authorize the Administrator of the 

Environmental Protection Agency to guarantee obligations 

of State and local agencies issued directly and exclusively 

to the Federal Financing Bank for the purpose of financing 

eligible sewage waste treatment construction projects under 

the Federal Water Pollution Control Act. There is no limita

tion on the amount of obligations which could be guaranteed 

under the proposal. 

Under existing law, the Federal share of eligible sewage 

waste treatment project costs is 75 percent and is provided 

in the form of grants. S. 3894 would provide Federal loans, 

guaranteed by a Federal agency, for any remaining unfunded 

project costs and thus, would extend the Federal role to 

an undesirable degree. 

While I am aware of some localized financing problems, 

I believe that these can be resolved without the need for a 

new Federal program. In those cases where local financing 

for sewage facility construction is a problem, there are 

currently three other Federal programs (in addition to EPA's 

grant program) which may provide financial assistance: 

HUD Community Development Block Grants; 

Farmers Home Administration grants and loans; and 

Economic Development Administration grants. 

Finally, the language of S. 3894 could provide 100 percent 

Federal loans to municipalities that cannot immediately obtain 

Federal grants for sewage treatment facility construction. 



2 

This feature could result in the circumvention of Federal 

budgetary controls established for the underlying grant 

program. Moreover, the bill is technically deficient in 

that (1) there is no provision for payment of any loan 

guarantees in the event of default, and (2) there are 

inadequate safeguards to protect the Federal funds loaned. 

Accordingly, I am unable to approve S. 3894. 



ASStliTANT ATTORNEY GENERAl. 

l.EGilll.ATtVE AFFAIRS 

lltpartmtnt pf Justitt 
Jlas~ingtnn. D. <H. 20530 

Honorable James T. Lynn 
Director 

October 14, 1976 

Office of Management and Budget 
Washington, D. c. 20503 

Dear Mr. Lynn: 

In compliance with your request, I have examined 
a copy of the enrolled bill s. 3894, a bill that 
would amend Title II of the Federal Water ?ollution 
Control Act to provide for loan guarantees for 
construction of treatment works. 

The Department of Justice defers to those agencies 
more directly concerned with the subject matter of the 
bill as to whether it should receive Executive approval. 

a:~=~«;~~ 
Michael M. Uhlmann 
Assistant Attorney General 



THE WHITE HOUSE 

ACTION MEMORANDUM WASHINGTON LOG NO.: 

Date: October 15 Time: 
1230pm 

FOR ACTION: Paul Leach ~ cc (for information): • Max FriedersdorfS/4~ 
Bill Seidman i;!..fo George Humphreys 
Robert Hartmann~bbie Kilberg~;?~ 

FROM THE STAFF SECRETARY 

Mike Duval 
Steve McConah~~~ 
Ed Schmults 'ac 

DUE: Date: October 16 Time: noon 

SUBJECT: 

S.3894-Federal Water Pollution Control Act Amendments 

ACTION REQUESTED: 

-- For Necessary Action __ For Your Recommendations 

-- Prepare Agenda and Brief __ Draft Reply 

____z_ For Your Comments __ Draft Remarks 

REMARKS: 

please return to judy johnston,ground floor west wing 

~-, ' 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questions or if you anticipate a 
delay in submitting the required material, please ,JUitl :11•. ·=~t , 
telephone the Staff Secretary immediately. J'Of'.W ,,,,, c•;dant 



MEMORANDUM OF DISAPPROVAL 

I am withholding my approval from S. 3894, a bill 

"To amend the Federal Water Pollution Control Act, as 

amended.'' 

s. 3894 would authorize the Administrator of the 

Environmental Protection Agency to guarantee obligations 

of State and local agencies issued directly and exclusively 

to the Federal Financing Bank for the purpose of financing 

eligible sewage waste treatment construction projects under 

the Federal Water Pollution Control Act. There is no limitation 

on the amount of obligations which could be guaranteed under 

the proposal. 

Under existing law, the Federal share of eligible 

sewage waste treatment project costs is 75 percent and is 

provided in the form of grants. S. 3894 would provide 

Federal loans, guaranteed by a Federal agency, for any 

remaining unfunded project costs and thus, would extend the 

Federal role to an undesirable degree. 

There is currently little evidence of national need for 

this legislation. While I am aware of some localized financing 

problems, I believe that these can be resolved without the 

need for a new Federal program. In those cases where local 

financing for sewage facility construction is a problem, 

there are currently three other Federal programs (in addition 

to EPA's grant program) which may provide financial assistance: 

HUD Community Development Block Grants; 

Farmers Home Administration grants and loans; and 

Economic Development Administration grants. 
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Finally, the language of s. 3894 could provide 100 percent 

Federal loans to municipalities that cannot immediately obtain 

Federal grants for sewage treatment facility construction. 

This feature could result in the circumvention of Federal 

budgetary controls established for the underlying grant 

program. Moreover, the bill is technically deficient in that 

(1) there are inadequate safeguards to protect the Federal 

interest and (2) there is no provision for payment of any 

loan guarantees in the event of default. 

Accordingly, I am unable to approve S. 3894. 

THE WHITE HOUSE 
October , 1976 



THE DEPUTY SECRETARY OF THE TREASURY 

WASHINGTON, D.C. 20220 

October 11, 1976 

Director, Office of Management and Budget 
Executive Office of the President 
Washington, D. C. 20503 

Attention: Assistant Director for Legislative 
Reference 

Sir: 

This letter responds to your request for the views of this Department 
on the enrolled enactment of S. 3894, "To amend the Federal Water Pollution 
Control Act, as amended." 

The Department recommends that the enrolled enactment not be approved 
by the President. A proposed Memorandum of Disapproval is enclosed. 

Sincerely yours, 

Enclosure 



ME~ORANDUM OF DISAPPROVAL 

I am withholding my approval of S. 3894. 

S. 3894 would authorize the Administrator of the Environmental 

Protection Agency to guarantee obligations of State and local agencies 

issued directly and exclusively to the Federal Financing Bank for the 

purpose of financing eligible waste treatment construction projects 

under the Federal Water Pollution Control Act. There is no limitation on 

the amount of obligations which would be guaranteed under the proposal. 

Under existing law, the Federal share of eligible project costs is 

75 percent and ~s provided in the form of grants. The inclusion of 

grant payments in total Federal outlays allows program expansion to be 

controlled under the Presidential review and Congressional appropriations 

process. This proposal would provide, however, that sponsors of eligible 

projects could seek guaranteed financing outside of the budget process for 

100 percent of project costs and thus could finance in advance the Federal 

grant of three-quarters of project costs. 

Consequently, the net effect of the proposal would be (1) to provide 

Federal credit assistance to finance the 25 percent local share of project 

costs which is now financed without Federal aid, and (2) to remove the 

75 percent grant program from current budget outlays and from the 

appropriation process (though budget outlays would be requned in later 

years for the 75 percent grants which localit~es could then use to repay 

their guaranteed loans). 
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I view this proposal as a highly undesirable backdoor financing device. 

The bill could result in a substantial expansion ~n program activity, 

and in Federal debt, which would not be subject to Presidential and 

Congressional control. Moreover, because eligibility would be limited to 

projects unable to obtain credit in the market on reasonable terms, 

there could be substantial defaults which would require subsequent 

appropriations to make payments under the guarantee contracts. 

I, therefore, return S. 3894 without my approval. 

The White House 

October ' 1976 



THE CHAIRMAN OF THE 

COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

October 8, 1976 

Dear Mr. Frey: 

The Council of Economic Advisers recommends that the 
President veto s. 3894, an Act "to Amend the Federal Water 
Pollution Control Act. 11 

. The bill provides for the Environmental Protection 
Agency to guarantee obligations of local governments for 
financing the construction of sewerage treatment plants. 
The Federal Government would be exposed to some portion of 
1.5 to 2.0 billion dollars in obligations in each of Fiscal 
1977 and Fiscal 1978, depending on the rate of default. 
Because EPA has no experience on loan guarantees of this type 
to municipal governments there is no basis for estimating the 
default rate. However, the extent of default could be high, 
since many of the cities that would be eligible for the 
guarantees do not collect separate charges for water and 
sewerage, financing these services out of general revenues. 
Thus it would be difficult for the administrator of EPA to 
determine that there is reasonable assurance of repayment aside 
from evaluating the cities' overall financial condition, 
which caused their non-guaranteed financing problem in the 
first place. 

Given the size of the exposure, EPA's lack of experience 
in making such loans, there seems to be substantial risk of 
developing a large and uneconomic program. Since some part of 
these services are provided small communities now by the 
Farmer's Home Administration, then this program should not 
be put into plan at this time. 

Mr. James Frey 
Assistant Director for Legislative Reference 
Office of Management and Budget 
Washington, D. C. 20503 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT·AND BUDGET 

WASHINGTON, D.C. 20503 

OCT 14 ·1976 

5' 1 ~ 1·?ft · 
jb'l .~ MEMORANDUM FOR THE PRESIDENT 

,, I 

Subject: Enrolled Bill s. 3894 - Federal Water 
Pollution Control ·Act Amendments 

Sponsors - Senator Baker (R) Tennessee 
and Sen. Buckley {~) New York 

Last Day for Action 

October 19, 1976 - Tuesday 

Purpose 

Provides authority for the Environmental Protection 
Agency (EPA) to guarantee loans made by the Federal 
Financing Bank to finance the non-Federal share 
of the construction costs of municipal sewage 
treatment works. 

Agency Recommendations 

Office of Management and Budget 

Department of the Treasury 

Council of Economic Advisers 
Environmental Protection Agency 

Background 

Disapproval (Memo
randum of Disapproval 
attached} · 

Disapproval {Memo
randum of Disapproval 
attached) 

Disapproval 
Approval 

The Federal Water Pollution Control Act Amendments 
of 1972 {FWPCA) greatly expanded the Federal Govern
ment's program for the construction of municipal 
sewage treatment facilities. Under the 1972 law, 
EPA provides Federal grants for 75 percent of the 
construction cost of a wide variety of treatment 
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PRESIDENTIAL SIGNING STATEMENT ON LOAN GUARANTEE 
PROGRAM FOR CONSTRUCTION OF WASTE TREATMENT WORKS 

I am today signing legislation to provide loan guarantees 

for construction of municipal waste water treatemenb plants. 

Under my Administration, we have been pursuing a massive · 

program to clean up the Nation's waterways, and progress has 

been heartening. It has been estimated that 80 to 90 percent 

of ... industrial firms will be in compliance with the statutory 

requirements of the Federal Water Pollution Control Act. In 
TA j~ ,1;-8~1M~"'f'lfM'TJtJV 

the municipal area, ~ obligated over $4 billion for waste 

treatment plan~s last year and expects to obligate from 

$5 to $6 billion in the current fiscal year. From these 

efforts, rivers, lakes and coastal waters across the country 

are being cleaned up and fishing, boating, and other recreational 

areas are being opened up across the country. 

Despite the progress that is being made, some communities 

face difficulties in raising the local share of funds for waste 

water treatment plant construction. I believe strongly that local 

governments must be a financial partner in this program, and 

strongly oppose Federal financing of some treatment plant projects 

at a 100 percent, as some have proposed. 

These loan guarantees would be available to communities 

only when they are unable to obtain sufficient credit on reasonable 

terms without a guarantee, and only when EPA determines there is 



a reasonable assurance of repayment of the loan. The Secretary 

of the Treasury would determine whether financing is available 

at reasonable rates~ The Federal Financing Bank would loan 

the funds to a locality and EPA would guarantee payment of 

that loan. EPA could charge fees for its expenses in reviewing 

an application and for the issuance of a commitment to make a 

guarantee. 

~his legislation will assure that noAcommunity is prevented 

from participating in the municipal clean water campaign because 
~,."1~fi!'f"' -rfri.ll\ 

ofAinability to obtain financing. This is particularly 

important since communities must meet regulatory requirements 

under the Federal Water Pollution Control Act. This legislation 

I am signing will assure that. communities will be able to finance 
f • 

projects without increasing the Federal share. 
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OMB changes ~n pen 
PRESIDENTIAL SIGNING STATEMENT ON LOAN GUARANTEE 

PROGRAM FOR CONSTRUCTION OF WASTE TREATMENT WORKS 

~- c; rq(Je£ S • 36t:t 'I, ~- 6, '1/ 
I am today !M:~!Jft!:Pt~ l'il!fi•& 7 at jga to provide loan guarantees 

for construction of municipal waste water treatement plants. 

Under my Administration, we have been pursuing a massive 

program to clean up the Nation's waterways, and progress has 

been heartening. It has been estimated that 80 to 90 percent 
uaJor 

of/f. iiidustrial firms will be in compliance with the statutory J 
h'f 11.,..,_.3 v t..i. • 

requirements of the Federal Water Pollution Control Act. In 0 
1"/'1. I>. /tP pliN I> 7""/i'l't/JCV 

the municipal area, ~ obligated over $4 billion for waste 

treatment plants last year and expects to obligate from 

$5 to $6 billion in the current fiscal year. From these 

efforts, rivers, lakes and.coastal waters across the country 

are being cleaned)up and fishing, boating, and other recreational 

areas are being opened up across the country. 

Despite the progress that is being made, some.communities 

face difficulties in raising the local share of funds for waste 

water treatment plant construction. I believe strongly that local 

governments must be a financial partner· in this program, and 

strongly oppose Federal financing of some treatment plant projects 

at a 100 percent, as some have proposeQ.. ..U.. b ~l l W'' I • 
~ ' ~~Of\ z..I!>A. b~ I'& I 1 

Wl:le&a loan guarantees..,WQn]d be available to communities 

only when they are unable to obtain sufficient credit on reasonable 

terms without a guarantee, and only when EPA determines there is 

• 



·a ~nable assurance of repayment of the loan. The Secretary 
~11( 

c.:,f the Treasury ...,oH:hl determine whether financing is available 
wit I 

at reasonable rates. The Federal Financing Bank wooTd loan 
wt 11 

the funds to a locality and EPA ~ guarantee payment of 

that loan. EPA ~ charge fees for its expenses in reviewing 

an application and for the issuance of a commitment to make a 

guarantee. 

This legislation will assure 

tl"t6 
L': s,e-.,t~<'-' ~&!..,$ 'p 
r' ~t-$f 

that no~community is prevented 

from participating in the municipal clean water campaign because 
~f:~~.,.. .. "'fvr..A 

ofAinability to obtain financing. This is particularly 

important since communities must meet regulatory requirem. ents . . ... ... ·.-.. _ .17 . '14- 'an\ ::c h~ sr'!~ 
under the Federal Hater Pollution Control Act. 'l'hls Jegislaeon 

-:l/''.J''"p$7J)f,~ a61-to~~ M k-
I am e1~jHiH~ "Will assu. re that

1
.communities wi~ to finance 

projects without ircreasing t~~Federal s ~~ . -I . 
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THE WHITE HOUSE 

WASHINGTON 

Even though this has been revised 
again, here is the researched copy 
of the Signing Statement. 
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PRESIDD{T:rn .. SIGNING STATEMENT ON LOAN GUARANTEE 
PROGRAM FOR CONSTRUCTION OF WASTE TREATMENT WORKS 

I am today signing legis~ati?n to prov~de lo~n g~a~antees 

fo~ construction of municipa~ waste w~ter treatement plants. 
" 

Under my Adminis~ration, we hav~ been pursuing a massive 

program to clean up the Nation's waterways, and progress has 

been heartening. ~t has been estimated that ~r~ent 
o of - ~ndustrial firms will be in compliance with the statutory 

~.~requ~rements of the Federal Water Pollution CqnJ:ol Act. In .. - .,.I\ I~ hi/FliNI-''T/t'"''ltJV ~ # . . . 

the municipal area, ~ obligated over $4. billion for waste 

·'i)tr~en~~ last year and expects to obligate from 

$5 to $6 billion in the current fiscal year. From these 

efforts, rivers, lakes and . coastal waters across the country 

are being cleaned up and fishing, boa~ing, and other recreational 

areas are being opened up across the country. 

Despite the progress that. is being made, some . communities 

face difficulties in raising the local share of funds for waste 

water treatment plant construction. I believe strongly that local 

governments must be a financial partner · in this program, and 

' . strongly oppose Federal financing of some treatment plant proJects 

\f 
at a 100 percent, as some have proposed. 

These loan guar~ntee~ailable to communitie~ 
If--

. ... .. 

only when they are unable to obtain sufficient credit on reasonable 

terms without a guarantee, and only when EPA determines there is 

• 



a reasonable assurance of repayment of the loan. The Secretary 

of the Treasu~y would determine whether financing is available 

at reasonable rates. The Federal Financing Bank would loan 

the funds to a locality and EPA would guarantee payment of 

that loan. EPA could charge fees for its expenses in reviewing 

an application and for the issuance of a commitment to make a 

guarantee. 

This legislation will assure prevented 

from participating in the municipal clean water campaign because 
~%!It., ... -r6'-lh 

ofAinability to obtain financing. This is particularly 

important since communities must meet regulatory requirements 

under the Federal Water Pollution Control Act. This legislation 

I am signing will assure that communities will be able to finance 
I ' 

projects without increasing the Federal share. 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20!103 

OCT 14 1976 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill s. 3894 -Federal Water 
Pollution Control Act Amendments 

Sponsors - Senator Baker (R} Tennessee 
and Sen. Buckley (R) New York 

Last Day for Action 

October 19, 1976 - Tuesday 

Purpose 

Provides authority for the Environmental Protection 
Agency (EPA) to guarantee loans made by the Federal 
Financing Bank to finance the non-Federal share 
of the construction costs of municipal sewage 
treatment works. 

Agencx Recommendations 

Office of Management and Budget 

Department of the Treasury 

Council of Economic Advisers 
Environmental Protection Agency 

Background 

Disapproval (Memo
randum of Disapproval 
attached} 

Disapproval (Memo
randum of Disapproval 
attached) 

Disapproval 
Approval 

The Federal Water Pollution Control Act Amendments 
of 1972 (FWPCA) greatly expanded the Federal Govern
ment's program for the con~truction of municipal 
sewage treatment facili~ies. Under the 1972 law, 
EPA provides Federal grants for 75 percent o( the 
construction cost of a wide variety of treatment 
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faciliti-es. 

In addition to the Federal grants, the 197~ Act 
contained a provision, known as the "Environmental 
Financing Authority," which is similar to S. 3894. 
The Environmental Financing Authority expired 
in 1975 without ever having been utilized. 

Last January, the Administration submitted amend
ments to the Clean Water Act which would reduce 
or eliminate the Federal grant share for ineffective 
program items such as collector sewers. The 
Senate Public Works Committee has responded 
favorably to the objectives of our legislative 
proposal, but has taken no legislative action. 

Summary of the Enrolled Bill 

S. 3894 would authorize EPA to guarantee loans to 
municipalities for that part of the cost of 
construction of sewage treatment facilities not,funded 
by Federal grants. The loans could be made solely 
by the Federal Financing Bank (FFBl .. 

The bill would require the Administrator of EPA 
to: 

make a finding that the project meets the 
requirements of the FWPCA and is eligible for 
a Federal grant; 

certify that the municipality is unable to obtain 
sufficient credit on reasonable terms without 
the guarantee; and, 

make a determination that there is a reasonable 
assurance that the municipality will repay the 
Federal loan. 

The bill would also require the Secretary of the 
Treasury to make a determination of what constitutes 
reasonable terms for municipalities to borrow 
funds. 
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The legislative history indicates that if a 
municipality defaults on its repayment of a 
loan, the Administrator of EPA would be required 
to repay the Federal Financing Bank from 
appropriated funds. 

The House and Senate water pollution control bills 
introduced in the 94th Congress each contained 
provisions similar in effect to s. 3894. EPA 
opposed these provisions in testimony and 
reports before congressional committees, and these 
bills died in conference. However, the loan 
guarantee provision was resurrected when s. 3894 
was introduced and passed by both the House and 
the Senate without debate on October 1, 1976, 
the last day of the 94th Congress • 

. Discussion 

S. 3894 is intended to replace the expired authority 
of the Environmental Financing Authority which was 
enacted in response to an initiative of the prior 
Administration in 1971 as a backstop loan program 
to the Federal grant program which provided 55 per
cent Federal cost sharing for waste treatment projects. 

The Environmental Financing Authority was recommended 
because: 

the Federal Government was accelerating its 
efforts to improve municipal waste treatment, 
resulting in greater costs to municipalities; 

there were concerns that some municipalities -
primarily hardship cases -- may not be able to 
participate in the Federal waste treatment 
assistance programs because of financing 
problems: and, 

it.was considered advantageous to provide loans 
in hardship cases, rather than increase the 55% 
Federal grant rate. 

The 1972 Act incorporated the Environmental 
Financing Authority and increased the Federal 
grant rate to 75% as well • 

During the period from 1972 until it expired in 
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i975, the Environmental Financing Authority did 
not receive any loan applications/ because the 
municipal financing problems did not materialize 
as had been feared. This was due to {1) the 
higher Federal grant rate (75% rather than 55%t 
and (2) the slower than expected rate of growth 
in municipal sewage facility construction. 

It was shortly after the expiration of the 
Environmental Financing Authority that the fiscal 
problems in New York City became apparent. Since 
that time, there have been several instances 
where New York State communities (including New 
York City) have had difficulty selling municipal 
bonds for sewage treatment facility construction. 
This in turn prompted the efforts of the New York 
delegation to revive Federal guaranteed loan 
authority in recent water pollution bills. During 
this same period, the Administration had already 
taken action to help New York City's finances in 
general, and in particular, EPA has recently 
reached an agreement with the city as to the 
timing and financing of new sewage treatment 
construction, including the provision of 
additional grant funds. However, there have been 
instances in other States also,where local 
financing is a problem - primarily in New Jersey 
and West Virginia. It can be expected that 
localities in these States would apply for Federal 
loans, in particular Buffalo and Long Island, 
communities in New York,and Detroit, Michigan. 

There are, however, several other Federal programs 
available to finance sewage facility construction, 
including: 

HUD Community Development Block Grants (it is 
estimated that 35% of the total of $3.24 billion 
in fiscal year 1977 will go to public facilities, 
of which water and sewer facilities are the 
largest part) ; 

Farmers Home Administration Grants and Loans directed 
to small communities ($200M in fiscal year 1977 for 
grants for water and sewer facilities; 5% long-
term loans as well); and, 
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--· Economic Development Administration - Local 
Public Works Development and Investment Program 
(this program is directed to those areas with 
high unemployment; $2.0 billion is available 
in fiscal year 1977 for grants for public works 
projects, including sewage facilities). 

The HUD and EPA programs are primarily directed 
to urban areas; the Farmers Home program is 
directed to small, primarily rural communities. 
There have been a number of instances where EPA 75% 
grants have been matched with Farmers Home Administra
tion grants and loans. 

Although s. 3894 is intended to continue the program 
previously assigned to the Environmental Financing 
Authority, the specific authorizing language differs 
in several significant respects. The most important 
difference is that s. 3894 would permit Federal 
loans to cover that portion of the construction 
cost •.. "not paid for .•• "with a Federal grant. 
Thus, projects which are eligible for Federal 
grants, but which have not yet received a grant 
because of Federal budgetary limitations, could 
apply for a 100% Federal loan. Any future Federal 
grant could then be used to repay portions of 
the loan. This could create a backdoor financing 
scheme which circumvents the Federal budgetary 
process. Although EPA and Treasury do not intend 
to implement the program in this manner, the 
possibility exists nonetheless. 

Other concerns regarding budget status and control
lability are also raised by s. 3894. The program 
is really a direct loan program with the cosmetic 
features of guarantees and FFB purchases- This 
puts the loans off-budget where they are neither 
counted or controlled in the budget process. More
over, the bill lacks any of the customary provisions 
for payment of claims under a guarantee -- some of 
which would have brought the program under the 
scrutiny of the congressional budget and 
appropriations committees • 
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. Although EPA opposed this bill before Congress, 
·_ ·the Agency recommends appr·oval in its attached 
· enrolled bill letter, noting that a number of 
~.communities are experiencing difficulty in raising 
:.the.local share of sewage treatment construction 
,.costs. 

The council of Economic Advisers (CEA) and the 
Department of the Treasury recommend disapproval 
because of: 

---""=' the potential for high default rates; 

____ ·EPA's lack of experience in administering loan 
: __ guarantee programs; and, 

_:~ the potential for circumventing Federal budgetary 
:·,controls by obtaining loans in advance of 
;;~ppropriated grant funds. 

;_-Arguments for Approval 

c S .-. ,3.894 would: 
..... . - ... - ~. 

_.::---,assist in the continued program in -cleaning up 
C.-. -. 

_.the Nation's waters in those cases where reason-
:~ble local financing is not available; 
(;.' -· . 

_.::--- provide sufficient administrative flexibility 
~to. ·ensure that only a minimum number of 
;~~~~~ipalities receive Federal loans; 

-=-~if .. vetoed, possibly posture you as opposing 
:continued progress in sewage treatment 
:construction, since a veto cannot be justified 
;~~~~ly upon Federal budgetary considerations; 

-=-~-.pe,.consistent with the concept of the Environ
:mental Financing Authority, an Executive Branch 
,j..~ .. ; > ;r '>.-> • • 

i~~~~iative in 1971 -- sponsors would argue that 
itt:~s a mere extension of authority; and, 

-=-rPfOVide less of a subsidy than the Farmers Home 
~,Pe~grarn because it does recover the full cost of 
rt~~~;al borrowing. 
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grguments against Approval 

the Federal Government already finances 75% of 
construction costs -- a Federal loan in addition 
to the grant extends the Federal role to an 
unacceptable degree; 

this is an excessively broad aid program to 
meet the narrowly perceived needs of a few 
special cases; 

the situation has changed greatly since 1971, 
when the Environmental Financing Authority was 
proposed. In particular: (1} the grant rate is 
now 75% and (2) a new HUD block grant program and 
EPA public works program, which include sewage 
facilities, are now in existence and the FrnHA 
program has been strearnlined.and expanded; 

the bill would add to the proliferation of numerous 
competing, uncoordinated, and sometimes over
lapping financial aid programs for the same 
basic purpose, in the absence of a cohesive 
overall central policy; and, 

the language of the bill may permit 100% loans 
from the Federal Financing Bank if Federal grant 
funds are lacking, thus setting up a situation 
where the loan must be followed by a 75% 
grant in later years circumventing program 
level controls established in the budget. 

Recommendation 

We believe the arguments against approval are stronger, 
and accordingly, we concur in the CEA and Treasury 
recommendations for disapproval. We have modified 
Treasury's Memorandum of Disapproval which we 
recommend for your consideration. 

Enclosure 

James T. Lynn 
Director 

·' 
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PRESIBf!NYIAL SIGNli'tJG STATEMENT ON LOAN GUARANTEE 
PROGRAM FOR CONSTRUCTION OF WASTE TREATMENT WORKS 

hCllJQ... -\oct ""f sutnecl 
!>. a9ct'l. ~ k,;u 

I a-m i;gQiiY sjgpjpq legislatioa to provide loan guarantees 

for construction of municipal waste water treatemenb· plants. 

Under my Administration, we have been pursuing a massive 

program to clean up the Nation's waterways, and progress has 

been heartening. !~-estimated tha~ 80 to 90 percent 
tUC( 

o~-ind-tlstriaL--f.i.rms.-wi-l-l--be--1...,.I""I-7'rco .... m'~~'~pliance-with ·the statuto!:J' t 
b4 "~ 'J"" '1 f 

r~rem~S-of the Federal Wa~er Pollution Control Act. In 
-tit.~~ 1?-11"1"'"~ "1?e""'IN 

the municipal area, ~ obligated over $4 billion for waste 

treatment plants last year and expects to obligate from 

$5 to $6 billion in the current fiscal year. From these 

efforts, rivers, lakes and coastal waters across the country 
\ 

are being cleanei u~ and fishing, boating, and other recreational 

areas are being opened up across the country. 

Despite the progress that .is being made, some commur:ities 

face difficulties in raising the local share of funds for waste 

water treatment plant construction. I believe strongly that local 

governments must be a financial partner in this program, and 

strongly oppose Federal financing of some treatment plant projects 

100 percent, as some have proposed. . \ ir l 
~e. au~ofi'l.•cl \>"( ~\5 b\l W I 

~e loan guarantees~ WS't;tl.ee be available to communities 

at a 

only when they are unable to obtain sufficient credit on reasonable 

terms without a guarantee, and only when EPA determines there is 



--~----~----~~-----~·--~---------------lili!ll-

a reasonable assurance of repayment of the loan. The Secretary 

W'\\ 
of the Treasury,. .o\18\ild determine whether financing is available 

\J,t\ 
at reasonable rates. The Federal Financing Bank ~d loan 

the funds to a locality and EPA ~ guarantee payment of ;~ 

.... 
that loan. EPA could charge fees for its expenses in reviewing 

an application and for the issuance of a commitment to make a 

guarantee. 

This legislation will assure th~t noAcommunity is prevented 
$~fell{ 

from participating in the municipal clean water campaign~because 
>J'tlf.1',. -r~i.IA 

ofl\inability to obtain financing. This is pa:r:_t.icularly 

important since communities must meet regulatory requirements . & 
~e.\:),,, x ~c~~ St4 nfl 

under the Federal Water Pollution Control Act. ~sis le~islatiap 

I am si~ftift! will assure that communities will be able to finance 
h 

projects without increasin~ tiRe Perle~al sha~Q. 
~+I.e. pre> p~rJ.,on~ 1:4. F,Jt!!rt:l./ s~•l"'!:.. 

-#,rov9;, qran-ls. 
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PRESIBENYI*L SIGNI~G STATEMENT ON LOAN GUARANTEE 
PROGRAM FOR CONSTRUCTION OF WASTE TREATMENT WORKS 

nClJ.Ie--\od C'4f S.qhecl 
~ . -a 9"" t a... b ,·, J 

I a:R:t tr,;viiLay signt.ng legjslatio:Ro to provide loan guarantees 

for construction of municipal waste water treatemenb plants. 

Under my Administration, we have been pursuing a massive 

progr~m to clean up the Nation's waterways, and progress has 

been heartening. I~has beep estirnatga fisa~ 89 ee 9Q ~grcent 
~~O( 

o.f ~ irida~~t?=i_a_~~:i._~s:-!~-~~?~iance: w_i:h ~~Q ::-:::r£t'f •-
rsqtt-irements of the i'edgril Wai!el! Pelht~tf emtt:zol 1'ict.d In 

. 1"h1~ /?-8~JNJ.:>'1'"~A'jl~ 

the municipal area, ~ obligated over $4 billion for waste 

treatment plants last year and expects to obligate from 

$5 to $6 b~llion in the current fiscal year. From these 

efforts, rivers, lakes and coastal waters across the country 

are being cleane~ u~ and fishing, boating, and other recreational 

areas are being opened up across the country. 

Despite the progress that is being made, some communities 

. face difficulties in raising the local share of funds for ·waste 

water treatment plant construction. I believe strongly that local 

.governments must be a financial partner in this program, and 

strongly oppose Federal financing of some treatment plant projects 

at a 100 percent, as some have proposed. . \ ill 
ite.. Clv+hori.,•d. ~"t ~'s b'l w 
~e loan guarantees~weQl~be available to communities 

only when they are unable to obtain sufficient credit on reasonable 

terms without a guarantee, and only when EPA determines there is 
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a reasonable assurance of repayment of the loan. The Secretary 

w"' of the Treasury l!:leald determine whether financing is available 

at reasonable rates. The Federal Financing Bank ~~~d loan 

f d 
. Wtll _ f 

the un s to a local~ty and EPA ~ guarantee payment o ~ .... 
that loan. EPA could charge fees for its expenses in reviewing 

an application and for the issuance of a · commitment to make a 

guarantee. 

This legislation will assure th~t noAcommunity is prevented 
s~lel'( 

from participating in the municipal clean water campaign~because 
~ft.~t'f'· -rvt!tl\ 

of11 inability to obtain financ.ing. This is particularly 

important since communities must. meet regulatory requirements . ~ 
. ~e 'o",\l X "-a.e~~ Sttf nl!l 

under the Federal Water Pollution Control Act. ~kio le~i&latiOP 

I ~ oi!ftift! will assure that communities will be able to finance '. 
projects w.it}lout increasinc:I ~e Pede!!'aa. sha"'i'il· 

~+I.e. pr<> P"r·hon« bz. FtrJem-1 sA.-~ 
Y-Arov9J, qran-ls. 



PRDSI~~MY!ftL SIGNI~G STATEMENT ON LOAN GUARANTEE 
PROGRAM FOR CONSTRUCTION OF WASTE TREATMENT WORKS 

hCllle.. -\oct~ or..qnecl 
~ • -a 9 q 'I • ~ b ,·u 

I am tQ&ay signiJlg l&gislatioa. to provide loan guarantees 

for construction of municipal waste water treatemenb plants. 

Under my Administration, we have been pursuing a massive 

program to clean up the Nation's waterways, and progress has 

been heartening. I1bhas beep estjwatgQ: wsa• 88 e& 9i psxQent 
~~of 

a£~ j p1 pS(trla 1 fj ms; wj-1;1 be in CO!JlPliapgg;wjtb tag-:::::!r'~\'f • 
reqni--rewents of the Fedgrii:lz Wil'88~ P&llation eoiiC£51 Act.• In 

_,.,.~;, HI"'"' o 'T1fhti'T1/14/ 

the municipal area, ~ obligated over $4 billion for waste 

treatment plants last year and expects to obligate from 

$5 to $6 billion in the current fiscal year. From these 

efforts, rivers, lakes and coastal waters across the country 

are being cleanei u~ and fishing, boating, and other recreational 

areas are being opened up across the country. 

Despite the progress that is being made, some communities 

face difficulties in raising the local share of funds for waste 

water treatment plant construction. I believe strongly that local 

governments must be a financial partner in this program, and 

strongly oppose Federal financing of some treatment plant projects 

at a 100 percent, as some have proposed. . \ .11 ~~ dv.f.hoti-&.4 ~ ... ""-"'• bll WI 
~e loan guarantees, ~f'elillotle be available to communi ties 

only when they are unable to obtain sufficient credit on reasonable 

terms without a guarantee, and only when EPA determines there is 

/ 



a reasonable assurance of repayment of the loan. The Secretary 

W'l' of the Treasury. ~,e~ld determine whether financing is available 

at reasonable rates. The Federal Financing Bank ~~\d loan 

the funds to a locality and EPA ~ guarantee payment of .... 

""' EPA could charge fees for its expenses in reviewing that loan. 

an application and for the issuance of a commitment to make a 

guarantee. 

This legislation will assure th~t noAcommunity is p~ev~nted 
So I~ /I{ 

from participating in the municipal clean water campaign~because 
~-'(· ..,~ .. lA 

ofAinability to obtain financing. This is particularly 

important since communities must meet regulatory requirements . ~ """e \;,,, x ~"~ Stt:t nf' 
under the Federal Water Pollution Control Act. ~Aie le!i&latian 

I am &i!ftift! will assure that communities will be able to finance 

projects without increasin~ bRe Peeew•l eha~. 
\Y..J..I.c. pre>pKJ.,on•bz. F,Je.n:~-1 s~•re.. 

..,t.l,ro 1191, qm n-4 • 



S'rA'l'BHEN'l BY 'l'HE PRBSIDEW.r 

I ba,. today aipe4 s. 3894 , a b111 to pztOV14e loan 

9\IU'ant.ea for aoMtrtaction of amiaipal waat.e water 

ueat..nt plaata. 

ODder W:f Wlliauatlon, ve haft been P'l*'il"iD9 a 

.... 1,. pz'09Z'am to clean up the Ration'• wat.enraya, and 

provren baa been ~eaiD9 ~ In the amloipal area, t.bia 

A4111aiauat.ion obliqaMd over $4 bUllon for wute t~a~

-nt plaDt.a lut. yau aDd expeou to oblipte fzoa $5 to 

'' bllliOD 1n the current fiaoal year. rrom ~ .. efforta, 

s-1-..ra, lakes and ooaatal waters aaroaa t.be oount.ey are 

beiag clMDed up, and f111h1DCJ, boat.ift9, an4 other noreaUonal 

areas are be1ft9 opened up acmaa 1:he ao•U¥· 

Despite the PJ::'091"... that. is belnq made, soma CQN1UDi t.i• 

face 41ffioultiea 1D raia1Q9 the local ahara of fUDda for 

waate vai:ar treatsnant plant oonatr\let:toa. I believe atl'on91Y 

that looal CJOftrru.Dta mat be a finaooial partDir 1n this 

pz'09ram, and a\&'Oilqly oppo• hc1eral fiuaoin9 of soma ueat.-

1118Jlt plan~ pzo'eou at. 100 peroent, as some have propoaed. 

'1'be loaD VQU"&nteea aut:bor1se4 by thia bill will be 

available to OOIIDUI'li tie a oaly wben they are unable to obtain 
"' -· auffioient. or.clit. on rea80Dabla teriiS without. a 9UU'&nt8a, 

an4 ODly vben EPA 4aterlli.nea there 1• a r...onable aaauranoa 

of npay.Mt. of t.he loan. !fba lecnt:aey of the Treasury will 

&tteraina vbet.her fiDADCin9 1a available at. reaeonable rat.ea. 

'!be Paderal FiUDOiDCJ Bank will lou the tUDela to a local.iq 

and EPA viU 9\JU'&nUe payment of 1:hat loan. EPA could obar98 

fa.. for 1 t:a axpeuea ia n.iewiD9 an appliaatdon an4 for the 

1aaU&DOe of a 001Bltment to •k• a fUAZ'&n~. 
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!Ilia lefJUlaUoa wi11 -ur• tba~ no co• unity ia p:e

YeDt.d froa panioipat.iDg la the ..U.cipal clean waUl: OUIPiliCJD 

II!Plely becauae of ebort-t.en inability to obtain fluao1D9. 

!bia ia putioululy bportaat. ainae co mlt:i .. .at -t 

nplat.y ~ta wader the Federal Water Pollat:i.OD 

CODUOl Aa~. !he bill l haw aiped will asaw:e tbat ooa

..Ud•• will be able t.o finance pmjeou without. 1JaCXMUizag 

tbe ~- Pederal ahan thi:'OQCJh grante. 
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THE WIIItE HOUSE 

ACTION MEMORANDUM WAS.IIINOTOS LOG NO.: 

1)ate: October 15 

FOR ACTION: Paul Leach 
Max Friedersdorf 
Bill Seidman 
Robert Hartmann 

FROM THE STAFF SECRETARY 

DUE: Date: October 16 

SUBJECT: 

Time: ft 

1230pm 

cc (for information): Mike Duval 
Steve McConahey 
Ed Schmults 

Bobbie Kilber~ 

Time: noon 

S.3894-Federal Water Pollution Control Act Amendments 

ACTION REQUESTED: 

--For Necessary Action __ For Your Recommendations 

-- Prepare Agenda and Brie£ -- Dro.£t Reply 

-~ For Your Comments --Draft Remarks 

REMARKS: 

please return to judy johnston,ground floor west wing 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you hove any questions or if you anticipate a 
delay in submitting the required material, please JMitS M• cannon t 
telephone the Staff Secretary immediately. Fo~ \l\t frosiden . 
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THE WHITE HOUSE 

ACT MEMORANDUM Wlt.SIIINCTON 

DatE> -uctober 15 Time: 1230prn 

FOR ACTION: Paul Leach cc (for informatio Mike Duval 
Max Friedersdorf 
Bill Seidman 

Steve McConahey 
Ed Schmults 

Robert Hartmann Bobbie Kilberg 

FROM THE STAFF SECRETARY 

DUE: Date: October 16 Time: noon 

SUBJECT: 

S.3894-Federal Water Pollution Control Act Amendments 

ACTION REQUESTED: 

-- For Necessary Action --For Your Recommendations 

-- Prepare Agenda and Brie£ --Draft Reply 

_K_ For Your Comments -- Draft Remarks 

REMARKS: 

please return 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

1£ you have any questions or if you .anticipate a 
delay in submittinq tho required material. please JNlltS )1, cannon • 

• \~. rres1den\ 
telephone tho Stuff Secretary immoclio.tely. ~o~ u . • 

wing 
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THE \VIIITE HOUSE 

ACL.~- ME:-.10RANDL"M WhSIIINGl.ON LOG NO.: 
,. 

Date: October 15 Time: 1230pm 

FOR ACTION: Paul Leach · . ~(for information): 
Max Friedersdorf ~· " 
Bill Seidman 
Robert Hartmann Bobbi Kilberg 

Mike Duval 
Steve McConahey 
Ed Schmults 

FROM THE STAFF SECRETARY 

DUE: Date: October 16 Time: noon 

SUBJECT: 

S.3894-Federal Water Pollution Control Act Amendments 

ACTION REQUESTED: 

--For Necessary Action --For Your Recommendations 

-- Prepare Agenda and Brie£ --Draft Reply 

~- For Your Comments --Draft Remarks 

REMARKS: 

please return to judy johnston,ground floor west wing 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

I£ you havo any questions or i£ you anticipate Ci 
II cannon -----delay in submitting the roquirod mat!>rial, please JMtS ""' t 

f ... l .. nh""·~ •hn ~fnff ~ ... l"*r<>tnrv inuncdiotolv. J'Ol" \ntt 'frosidon 



THE WHITE HOUSE 

ACTION MEMORANDUM WA5!11NGTON LOG NO.: 

Date: October 15 Time: 
,. 
1230pm 

FOR ACTION: Paul Leach cc (for information): Mike Duval 
Max Friedersdorf Steve McConahey 
Bill Seidma.n----- Ed Schmul ts 
Robert Hartmann Bobbie Kilberg 

FROM THE STAFF SECRETARY 

• 
DUE: Date: October 16 Time: noon 

SUBJECT: 

8.3894-Federal Water Pollution Control Act Amendments 

ACTION REQUESTED: 

-- For Necessary Action --For Your Recommendations 

__ Prepare Agenda and Brief --Draft Reply 

_x __ For Your Comments --Draft Remarks 

REMARKS: 

please return to judy johnston,gro nd floor west wing 

PLF..ASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questions or if you .anticipate a 
delay in submitting the required material, please JMII )&, cannon 
telephone tho Staff Secretary immediately. li'Ol" \nt fro~ioent 
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THE WHI1'E HOUSE 

ACTION MEMORANDUM WASJIINCTON LOG NO.: 

Date: October 15 Time: 
,. 
1230pm 

FOR ACTION: Paul Leach 
Max Friedersdorf 
Bill Seidman ~-

cc (for information): Mike Duval 
Steve McConahey 
Ed Schmults 

Robert Hartman~ Bobbie Kilberg 

FROM THE STAFF SECRETARY 

DUE: Date: October 16 Time: noon 

SUBJECT: 

S.3894-Federal Water Pollution Control Act Amendments 

ACTION REQUESTED: 

--For Necessary Action __ For Your Recommendations 

-- Prepare Agenda. and Brie£ -- Draft Reply 

_.K._ For Your Comments --Draft Remarks 

REMARI{S: 

please return to judy johnston,ground floor west wing 

;ojloj7c..- ~7 ~:r ~ ~:.._!, 
J {)I/~~) 1 (.., - ,6 .t1~t1 ! ( A C c:( (!er fj /? f~' /,,__4J,/3> F" 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questions or if you anticipate a 
delay in submitting the required material, please JQ.ItltS )1., cannon t 
telephone the Staff Secretary immediately. FOl" \bt l'ro~iden . 



- THE WHITE HOUSE 

ACTION MEMORANDUM WASIIINCTON 

Date: October 15 Time: 1230pm 

FOR ACTION: Paul Leach cc (for information): 

Max Friedersdorf 
Bill Seidman 

~\~l~ 
e Duval 
ve McConahey 

E Schmults 
Kilberg .;sq1 ~~~S 

'tf o~tJ.-:9/ lo/tl. 1o:cro 

Robert Hartma~bie 

FROM THE STAFF SECRETARY 

DUE: Date: October 16 Time: noon F ~~ 
SUBJECT: 

5.3894-Federal Water Pollution Control Act Amendments 

ACTION REQUESTED: 

-- For Necessary Action --For Your Recommendations 

-- Prepare Agenda and Brief --Draft Reply 

..J_ For Your Comments --Draft Remarks 

REMARKS: 

please return to judy johnston,ground floor west wing 

PLEASE ATTACH THIS COPY TO :MATERIAL SUBMITTED. 

If you have any questions or i£ you anticipate a 
delay in submitting tho required material, please JMOS Jl, cannon t 
telephone the Staff Secretary immediately. Fol' \nt l'rosiden 
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MEMORANDUM OF DISAPPROV~ 
~ 

I am withholding my approval from S. 3894, a bill 

"To amend the Federal Wa~(cllution Control Act, as 

amended. " ~ 

~- ,}'~ S. 3894 would authorize the Administrator of the 

~ Environmental P~n Agency to guarantee obligations 

of State and local agencies issued directly and exclusively 
· c",t___. 

to the Federal Financing Bank for the purpose of financing 

eligible sewage wake·{~_. _, m_ ent constru<::tion projects under 

{; -I~-~ '" { ... 
the Federal W~llution Control Act. There is n~ iimitation 

on the amount of obligations which could be guar~~d under 

the proposal. 

Under existing law, the Federal share of eligible 
~ 

sewage waste treatment project costs is 75 percent and is 

provided in the form of Jl~s. S. 3894 would provide 

Federal loans, guaranteed by a Federal agency, for any 

lt'~ 
remaining unfunded project costs and thus, would extend the 

Federal role to an undesirable degree. 

There is currently little evidence of national need for 

this legislation. While I am aware of some localized financing 

problems, I believe that these can be resolved without the 

need for a new Federal program. In those cases where local 

financing for sewage f~ity construction is a problem, 

there are currently three oth~r Fede~al programs (in addition 

to EPA's grant program) wh_ich m:.l· provide financial assistance: 

HUD Community Developme~Block Grants; 

Farmers Home A±istf.ftion grants and loans; and 

Economic Development ~inistration grants. 



.. 

-2-

~ oh-
Finally, the language of S. 3894 could provide 100 percent 

Federal loans to municipalities that cannot immediately obtain 

Federal grants for sewage treatment facility construction. 

This feature could result in the circumvention of Federal 

budgetary controls established for the underlying grant 

program. Moreover, the bill is technically deficient in that 
-~ 

(1) there are inadequate safeguards to protect the Federal 

interest and (2)~re is no provision for payment of any 

loan guarantees in the event of default. 

Accordingly, I am unable to approve s. 3894. 

THE WHITE HOUSE 
October , 1976 
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MEMORANDUM OF DISAPPROVA~ 

I am withholding my approval from S. 3894, a bill 

"To amend the Federal Water Pollution Control Act, as 

amended.n 

s. 3894 would authorize the Administrator of the 

Environmental Protection Agency to guarantee obligations 

of State and local agencies issued directly and exclusively 

to the Federal Financing Bank for the purpose of financing 

eligible sewage waste treatment construction projects under 

the Federal Water Pollution Control Act. There is no limitation 

on the amount of obligations which could be guaranteed under 

the proposal. 

Under existing law, the Federal share of eligible 

sewage waste treatment project costs is 75 percent and is 

provided in the form of grants. S. 3894 would provide 

Federal loans, guaranteed by a Federal agency, for any 

remaining unfunded project costs and thus, would extend the 

Federal role to an undesirable degree • 

. ~u:!J !:tclU'feil tly .t:te-e±e·-:e¥f4eitea:....ef·-~er5~a~ 
.,.-, 

~fti~~:~r~s~!-z~t~J~b~~~ While I am aware of some localized financing 

problems, I believe that these can be resolved without the 

need for a new Federal program. In those cases where local 

financing for sewage facility construction is a problem, 

there are currently three other Federal programs (in addition 

to EPA's grant program) which may provide financial assistance: 

HUD Community Development Block Grants; 

Farmers Home Administl;'ation grants and loans; and 

Economic Development Administration grant~. 
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#t 

Finally, the language. 9f S. 3894 could provide l,OQ._.p.ercent 

Federal loans to municipalities that cannot immediately obtain 

Federal grants for sewage treatment facility construction. 

This 

controls 

Moreover, the 

<'2l-· there 

~~ is no provision for paym 

loan guarantees in the event of default/~ 

Accordingly, I am unable to approve S. 3894. 

THE WHITE HOUSE 
October , 1976 

Federal 
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Federal ~ 
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MEI«>RANDUM 01' DISAPPROVAL 

I aa vitbbolding my app~••l from s. 3894, a bill 

•To ... nd the Federal Water Pollution Control Act, aa 

-.,.cSed •• 

s. 3814 would autboriae the Adminiatra~r of the 

anvi~ntal Pzoote'*ion AeeftOY to parantee obligatiou 

ot State and local qenoiH iaaued 41reot.ly and excluai'Nly 

to the Federal Financing aank tor the purpoae ot financing 

eli9ible sewage vaate treatment oonatruction projects under t 

the Pecleral Water PolluUon Control Act. There is no lillita• 

tiOD on the amount of obligations which could be quarantee4 

under the propoaal. 

Under exiating law, the Federal abare of el1t1ble aewage 

waat.e ueatment. project coats is 75 percent. and is proYidec! 

in the tozm of grants. s. 3894 would proricle Pederal loans, 

guaranteec! by a Federal agency, for any r ... ining unfunded 

project coat• and thua, would extend the Federal role to 

an undesirable detree. 

While I am aware of ao .. localised financing probl ... , 

I believe that these can be reaol9ed without the need for a 

new Federal progru. In those cases where local financiq 

for sewage facility construction is a probl_, there are 

cucrently three other Federal progr ... (in addition to EPA's 

9Z'&nt program) vbioh may prcwide financial uaiatance s 

-- BUD Community Development Block Oranta, 

-- Parmer• Ho .. Adainiatration granta an4 loans' and 

Bcono.ic Deftlo~t Administration qranta. 

Finally, the lanvuave of s. 3894 could pro¥148 100 percent 

Pederal loans to .unicipalitiea that cannot i...ctiately obtain 

Federal grant• for ••wage treatment facility conatruotion. 
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Tbia feature oould ~•ult in the airo~n~lon of Pedaral 

budg'et:ary oontrola eatabliabecl for the uncterlyinv vrant 

pE'Oflram. Moreover, the bill ia teohnioally c!efioient in 

that (1) there 1a no proriaioD for pay.ent of uy loan 

9Ua.rant: ... in the event: of default, and (2) there are 

1na4equate aafegurcla to proteo~ the Pe4eral funda loaned. 

Acool'41nvly, I am Wl&ble to approv. s. 3894. 



S.3894 

lFlintQtfourth «tongrrss of tht ilnittd ~tatrs of 2lmtrica 
AT THE SECOND SESSION 

Begun and held at the City of Washington on Monday, the nineteenth day of January, 
one thousand nine hundred and seventy-six 

Sin Slct 
To amend the Fedl>ral Water Pollution Control Act, as amended. 

Be it eMCted by the Senate and House of Representatives of the 
United States of America in Congre.<~s assemhled That Title II of the 
Federal tVater Pollution Control Act, as amended, is amended by add
ing the following new section: 

"LOAN GUARANTEES FOR CONSTRUCTION OF TREAT)IENT WORKS 

"SEc. 213. (a) Subject to the conditions of this section and to such 
terms and conditions as the Administrator determines to be necessary 
to carry out the purposes of this title, the Administrator is authorized 
to guarantee, and to make commitments to guarantee, the frincipal and 
interest (including interest accruing between the date o default and 
the date of the payment in full of the guarantee) of any loan, obliga
tion, or participation therein of any State, mumcipality, or intermu
nicipal or interstate agency issued directly and exclusively to the 
}1~ederal Financing Bank to finance that part of the cost of any grant
eligible project for the construction of publicly owned treatment works 
not paid for with Federal financial assistance under this title (other 
than this section), which project the Administrator has determined 
to be eligible for such financial assistance under this title, including, 
but not limited to, projects eligible for reimbursement under section 
206 of this title. 

"(b) No guarantee, or commitment to make a guarantee, may be 
made pursuant to this section-

" ( 1) unless the Administrator certifies that the issuing body 
is unable to obtain on reasonable terms sufficient credit to finance 
its actual needs without such guarantee; and 

" ( 2) unless the Administrator determines that there is a reason
able assurance of repayment of the loan, obligation, or participa
tion therein. 

A determination of whether financing is available at reasonable rates 
shall be made by the Secretary of the Treasury with relationship to 
the current average yield on outstanding marketable obligations of 
municipalities of comparable maturity. 

" (c) The Administrator is authorized to charge reasonable fees 
for the investigation of an application for a guarantee and for the 
issuance of a commitment to make a guarantee. 
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"(d) The Administrator, in determining whether there is a reason
able assurance of repayment, may require a commitment which would 
apply to such repayment. Such commitment may include, but not be 
limited to, (1) all or any portion of the funds retained by such 
grantee under section 204(b) (3) of this Act, and (2) any funds 
received by such grantee from the amounts appropriated under section 
206 of this Act.". 

Speaker of the HoUIJe of Representatives. 

Vice President of the United States and 
President of the Senate. 
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Oft1ce of the White House Press Secretary 
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THE WHITE HOUSE 

STATEMENT BY THE PRESIDENT 

I have signed s. 3894, a bill to provide loan 
guarantees for construction of municipal waste water 
treatment plants. 

Under my Administration, we have been pursuing a 
massive program to clean up the Nation's waterways, and 
progress has been heartening. In the municipal area, this 
Administration obligated over $4 billion for waste treat
ment plants last year and expects to obligate from $5 to 
$6 billion in the current fiscal year. From these efforts, 
rivers, lakes and coastal waters across the country are 
being cleaned up, and fishing, boating, and other recreational 
areas are being opened up across the country. 

Despite the progress that is being made, some communities 
face difficulties in raising the local share of funds for 
waste water treatment plant construction. I believe strongly 
that local governments must be a financial partner in this 
program, and strongly oppose Federal financing of some treat
ment plant projects at 100 percent, as some have proposed. 

The loan guarantees authorized by this bill will be 
available to communities only when they are unable to obtain 
sufficient credit on reasonable terms without a guarantee, 
and only when EPA determines there is a reasonable assurance 
ef repayment of the loan. The Secretary of the Treasury will 
determine whether financing is available at reasonable rates. 
The Federal Financing Bank will loan the funds to a locality 
and EPA will guarantee payment of that loan. EPA could ·charge 
fees for its expenses in reviewing an application and for the 
issuance of a commitment to make a guarantee. 

This legislation will assure that no community is pre
vented from participating in the municipal clean water campaign 
solely because of short-term inability to obtain financing. 
This is particularly important since communities must meet 
regulatory requirements under the Federal Water Pollution 
Control Act. The bill I have signed will assure that com
munities will be able to finance projects without increasing 
the proportionate Federal share through grants. 

# # # # # 




