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Summary
The States’ environmental agencies collectively support the President’s 2011 State and Tribal Assistance Grants (STAG) budget request, and specifically support the Categorical Grants potion of that request, with the exception that we believe the Public Water System Supervision (PWSS) grant should be provided the same increase as the Clean Water Act 106 grant. 
Testimony
The States are integral partners and co-regulators with the U.S. Environmental Protection Agency (EPA) in the implementation of the nation’s environmental laws. States conduct on EPA’s behalf most of the permitting, enforcement, inspections, monitoring, and data collection required by those federal environmental laws. In this document, the States’ environmental agencies respectfully submit their collective comments on the 2011 budget proposal for the categorical grants portion of the U.S. Environmental Protection Agency’s budget that supports states, tribes, and local governments, known as the State and Tribal Assistance Grants (STAG). 

In the period 2004-2009, federal support for State environmental protection declined. With the passage of the American Recovery and Reinvestment Act (ARRA) and the 2010 budget, this trend reversed for the infrastructure portions of the EPA budget. States committed 100% of the safe drinking water and clean water ARRA funds within the time allotted, and exceeded the minimum requirements for expenditures on green infrastructure projects. We are grateful to Congress for the funding and proud of the States’ achievements in quickly committing the infrastructure funds to important projects. We expect an excellent return in terms of both jobs and environmental compliance as a result of this investment.
However, another portion of the federal support for States has not been so fortunate.  States rely on the “categorical grants” portion of the EPA STAG budget for support for the delegated and assumed programs. There are 20 categorical grants that cover the many environmental protection programs that States conduct in partnership with EPA. During the three-year period 2007-2009, EPA promulgated 305 new or modified rules, for which essentially no additional funding was provided to the States.  In addition, EPA continues to plan about 100 more new rules under development that will affect States
. Many of these affect States because EPA expects States to implement them and, therefore, they carry an additional workload. Some of these may carry an especially heavy cost burden as well. For example, EPA listed five of these rules as having “federalism implications” in 2009:
2020-AA47 NPDES Program Management Information Rulemaking

2040-AD39 Uniform National Discharge Standards for Vessels of the Armed Forces--Phase II

2040-AA94 National Primary Drinking Water Regulations: Radon

2050-AE81 Standards for the Management of Coal Combustion Residuals Generated by Commercial Electric Power Producers

2070-AC64 Lead-Based Paint Activities;

These rules are in various stages of development, and there are others that have not yet been so designated that will no doubt be listed by the time the 2011 budget goes into effect.  There are also other rules and policies that are not listed above that States believe will have equal or greater impact on their environmental agency budgets because they are new, are major modifications,  or because they regulate previously unregulated industries.
The primary concern of the States is that the number and complexity of new rules is arriving at a time when State resources are at their lowest in years. States are not opposing these rules, and may often be eager to implement them, but there is great concern among state environmental agency leaders about the resources being provided to accomplish these tasks.

EPA has reported that “for every dollar EPA Obligates, states contribute approximately 22 cents, which results in states, contributing 18% of the project cost.
”  This conclusion is based on the minimum match requirements for categorical and infrastructure grants. However, for the largest categorical grants (e.g., 106, clean air, etc.), States greatly “overmatch” the federal grant, which EPA’s report does not take into account. Therefore, we find that in a typical State, 20-30% of the total categorical funding comes from EPA. The rest comes mostly from permit fees and state general funds
. State environmental agencies have lost a substantial amount of their funding from non-federal sources over the past year, with many states reducing staff and/or holding positions vacant
.
The combination of new and modified rules, declines in federal funding, and loss of state funding sources means the state-federal environmental partnership is under great strain. States are making hard decisions about which parts of federal programs they can continue to implement, and which parts they may have to ask EPA to undertake for a while.
Fortunately, States and EPA have worked to improve our communications on these matters. Part of that communication has been State input into EPA’s annual budget process. In 2009, as EPA began to develop its 2011 budget, ECOS was again asked to present its STAG budget needs. Focusing on the categorical grants (largely because ARRA had just passed and had addressed the infrastructure needs),  ECOS presented the “statement of needs,” which outlined our assessment of the workload and the resources needed to accomplish it, with an emphasis on the largest categorical grants such as those previously listed. The resulting total for categorical grants was about double the current amount provided. However, we recognized that such a request would be very hard indeed to honor. So, we stated that “Our base request is a 2% increase above 2010 appropriations to address inflation” that would be applied to every categorical grant. We also explained that new rules would need new resources, especially this year.
We were therefore pleased to see that EPA had listened to this request, and included an overall 14.3% increase for the categorical grants programs, with most receiving the 2% request and some (such as the air program and the clean water program which have new expansions) receiving larger amounts. This approach addresses some of the state needs, and is especially welcome during the current difficulties that states are facing in obtaining funding from state sources.
The primary shortcoming in the agency’s budget approach is that the drinking water program was not provided any increase. Our understanding from the agency is that it believed that previous budgets had addressed these needs. However, ECOS’ examination of recent categorical grants budgets does not match the agency’s assessment. For example:

	 
	Categorical Grant:  Public Water System Supervision (PWSS)
	PWSS annual % increase
	PWSS net % increase
	Comparative net increase for CWA 106
	Comparative net increase for Air Quality Mgmt

	2007 CR (base year)
	$98,274,000 
	Base year
	Base year
	Base year
	Base year

	2008 actual
	$97,554,000 
	-0.738%
	-0.738%
	0.937%
	-1.580%

	2009 actual
	$99,440,100 
	1.897%
	1.187%
	0.312%
	1.494%

	2010 actual 
	$105,700,000 
	5.922%
	7.556%
	6.061%
	2.874%

	2011 proposed
	$105,700,000 
	0.000%
	7.556%
	26.879%
	40.331%


This shows that the Categorical Grant for the drinking water programs is not keeping pace with the air and water point-source programs, and did not have a “head start” over the other programs in previous years that would carry it forward into the present, as the agency seems to assert. Furthermore, the PWSS grant had been supplemented by a Homeland Security grant of nearly $6m per year that was eliminated in the 2010 budget. These duties must still be conducted, but the Homeland Security subcommittee seems unlikely to fund these activities, which means there is no funding source for them. In consideration of these facts and trends, we respectfully suggest that the PWSS categorical grant should be increased in an amount commensurate with the CWA 106 grant.
Other Considerations

ECOS notes that the proposed EPA budget has eliminated several programs added by Congress in last year’s or previous years’ appropriations. Our endorsement of the President’s budget should not necessarily be interpreted as opposition to these programs. 

� See Fall 2009 EPA Semiannual Regulatory Agenda, Index D and E, and previous editions.


� “EPA Grants--State Cost Share” via email from David Bloom to Steve Brown, February 25, 2010.


� State Environmental Expenditures, 2005-2008, Environmental Council of the States, March 2008. 


� Impacts of Reductions in FY 2010 on State Environmental Agency Budgets, in publication, Environmental Council of the States, March 2010. See � HYPERLINK "http://www.ecos.org" ��www.ecos.org�. 
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