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be delegated to a State agency under 
subpart F of this part if the State 
agency can demonstrate that it has the 
appropriate legal authority to under-
take such functions. 

APPENDIX A TO SUBPART E OF PART 35— 
COST-EFFECTIVENESS ANALYSIS 
GUIDELINES 

1. Purpose. These guidelines represent 
Agency policies and procedures for deter-
mining the most cost-effective waste treat-
ment management system or component 
part. 

2. Authority. These guidelines are provided 
under sections 212(2)(C) and 217 of the Clean 
Water Act. 

3. Applicability. These guidelines, except as 
otherwise noted, apply to all facilities plan-
ning under step 1 grant assistance awarded 
after September 30, 1978. The guidelines also 
apply to State or locally financed facilities 
planning on which subsequent step 2 or step 
3 Federal grant assistance is based. 

4. Definitions. Terms used in these guide-
lines are defined as follows: 

a. Waste treatment management system. Used 
synonymously with ‘‘complete waste treat-
ment system’’ as defined in § 35.905 of this 
subpart. 

b. Cost-effectiveness analysis. An analysis 
performed to determine which waste treat-
ment management system or component 
part will result in the minimum total re-
sources costs over time to meet Federal, 
State, or local requirements. 

c. Planning period. The period over which a 
waste treatment management system is 
evaluated for cost-effectiveness. The plan-
ning period begins with the system’s initial 
operation. 

d. Useful life. The estimated period of time 
during which a treatment works or a compo-
nent of a waste treatment management sys-
tem will be operated. 

e. Disaggregation. The process or result of 
breaking down a sum total of population or 
economic activity for a State or other juris-
diction (i.e., designated 208 area or SMSA) 
into smaller areas or jurisdictions. 

5. Identification, selection, and screening of 
alternatives. a. Identification of alternatives. 
All feasible alternative waste management 
systems shall be initially identified. These 
alternatives should include systems dis-
charging to receiving waters, land applica-
tion systems, on-site and other non-central-
ized systems, including revenue generating 
applications, and systems employing the 
reuse of wastewater and recycyling of pollut-
ants. In identifying alternatives, the appli-
cant shall consider the possibility of no ac-
tion and staged development of the system. 

b. Screening of alternatives. The identified 
alternatives shall be systematically screened 

to determine those capable of meeting the 
applicable Federal, State and local criteria. 

c. Selection of alternatives. The identified al-
ternatives shall be initially analyzed to de-
termine which systems have cost-effective 
potential and which should be fully evalu-
ated according to the cost-effectiveness anal-
ysis procedures established in the guidelines. 

d. Extent of effort. The extent of effort and 
the level of sophistication used in the cost- 
effectiveness analysis should reflect the 
project’s size and importance. Where proc-
esses or techniques are claimed to be innova-
tive technology on the basis of the cost re-
duction criterion contained in paragraph 
6e(1) of appendix E to this subpart, a suffi-
ciently detailed cost analysis shall be in-
cluded to substantiate the claim to the satis-
faction of the Regional Administrator. 

6. Cost-effectiveness analysis procedures. 
a. Method of analysis. The resources costs 

shall be determined by evaluating oppor-
tunity costs. For resources that can be ex-
pressed in monetary terms, the analysis will 
use the interest (discount) rate established 
in paragraph 6e. Monetary costs shall be cal-
culated in terms of present worth values or 
equivalent annual values over the planning 
period defined in section 6b. The analysis 
shall descriptively present nonmonetary fac-
tors (e.g., social and environmental) in order 
to determine their significance and impact. 
Nonmonetary factors include primary and 
secondary environmental effects, implemen-
tation capability, operability, performance 
reliability and flexibility. Although such fac-
tors as use and recovery of energy and scarce 
resources and recycling of nutrients are to 
be included in the monetary cost analysis, 
the non-monetary evaluation shall also in-
clude them. The most cost-effective alter-
native shall be the waste treatment manage-
ment system which the analysis determines 
to have the lowest present worth or equiva-
lent annual value unless nonmonetary costs 
are overriding. The most cost-effective alter-
native must also meet the minimum require-
ments of applicable effluent limitations, 
groundwater protection, or other applicable 
standards established under the Act. 

b. Planning period. The planning period for 
the cost-effectiveness analysis shall be 20 
years. 

c. Elements of monetary costs. The monetary 
costs to be considered shall include the total 
value of the resources which are attributable 
to the waste treatment management system 
or to one of its component parts. To deter-
mine these values, all monies necessary for 
capital construction costs and operation and 
maintenance costs shall be identified. 

(1) Capital construction costs used in a 
cost-effective analysis shall include all con-
tractors’ costs of construction including 
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overhead and profit, costs of land, reloca-
tion, and right-of-way and easement acquisi-
tion; costs of design engineering, field explo-
ration and engineering services during con-
struction; costs of administrative and legal 
services including costs of bond sales; start-
up costs such as operator training; and inter-
est during construction. Capital construc-
tion costs shall also include contingency al-
lowances consistent with the cost estimate’s 
level of precision and detail. 

(2) The cost-effectiveness analysis shall in-
clude annual costs for operation and mainte-
nance (including routine replacement of 
equipment and equipment parts). These costs 
shall be adequate to ensure effective and de-
pendable operation during the system’s plan-
ning period. Annual costs shall be divided be-
tween fixed annual costs and costs which 
would depend on the annual quantity of 
waste water collected and treated. Annual 
revenues generated by the waste treatment 
management system through energy recov-
ery, crop production, or other outputs shall 
be deducted from the annual costs for oper-
ation and maintenance in accordance with 
guidance issued by the Administrator. 

d. Prices. The applicant shall calculate the 
various components of costs on the basis of 
market prices prevailing at the time of the 
cost-effectiveness analysis. The analysis 
shall not allow for inflation of wages and 
prices, except those for land, as described in 
paragraph 6h(1) and for natural gas. This 
stipulation is based on the implied assump-
tion that prices, other than the exceptions, 
for resources involved in treatment works 
construction and operation, will tend to 
change over time by approximately the same 
percentage. Changes in the general level of 
prices will not affect the results of the cost- 
effectiveness analysis. Natural gas prices 
shall be escalated at a compound rate of 4 
percent annually over the planning period, 
unless the Regional Administrator deter-
mines that the grantee has justified use of a 
greater or lesser percentage based upon re-
gional differentials between historical nat-
ural gas price escalation and construction 
cost escalation. Land prices shall be appre-
ciated as provided in paragraph 6h(1). Both 
historical data and future projections sup-
port the gas and land price escalations rel-
ative to those for other goods and services 
related to waste water treatment. Price es-
calation rates may be updated periodically 
in accordance with Agency guidelines. 

e. Interest (discount) rate. The rate which 
the Water Resources Council establishes an-
nually for evaluation of water resource 
projects shall be used. 

f. Interest during construction. (1) Where 
capital expenditures can be expected to be 
fairly uniform during the construction pe-
riod, interest during construction may be 
calculated at I=1/2PCi where: 

I=the interest accrued during the construc-
tion period, 

P=the construction period in years, 
C=the total capital expenditures, 
i=the interest rate (discount rate in section 

6e). 

(2) Where expenditures will not be uniform, 
or when the construction period will be 
greater than 4 years, interest during con-
struction shall be calculated on a year-by- 
year basis. 

g. Useful life. (1) The treatment works’ use-
ful life for a cost-effectiveness analysis shall 
be as follows: 

Land—permanent. 
Waste water conveyance structures (includes 

collection systems, outfall pipes, inter-
ceptors, force mains, tunnels, etc.)—50 
years. 

Other structures (includes plant building, 
concrete process tankage, basins, lift sta-
tions structures, etc.)—30–50 years. 

Process equipment—15–20 years. 
Auxiliary equipment—10–15 years. 

(2) Other useful life periods will be accept-
able when sufficient justification can be pro-
vided. Where a system or a component is for 
interim service, the anticipated useful life 
shall be reduced to the period for interim 
service. 

h. Salvage value. (1) Land purchased for 
treatment works, including land used as part 
of the treatment process or for ultimate dis-
posal of residues, may be assumed to have a 
salvage value at the end of the planning pe-
riod at least equal to its prevailing market 
value at the time of the analysis. In calcu-
lating the salvage value of land, the land 
value shall be appreciated at a compound 
rate of 3 percent annually over the planning 
period, unless the Regional Administrator 
determines that the grantee has justified the 
use of a greater or lesser percentage based 
upon historical differences between local 
land cost escalation and construction cost 
escalation. The land cost escalation rate 
may be updated periodically in accordance 
with Agency guidelines. Right-of-way ease-
ments shall be considered to have a salvage 
value not greater than the prevailing market 
value at the time of the analysis. 

(2) Structures will be assumed to have a 
salvage value if there is a use for them at the 
end of the planning period. In this case, sal-
vage value shall be estimated using straight 
line depreciation during the useful life of the 
treatment works. 

(3) The method used in paragraph 6h(2) 
may be used to estimate salvage value at the 
end of the planning period for phased addi-
tions of process equipment and auxiliary 
equipment. 

(4) When the anticipated useful life of a fa-
cility is less than 20 years (for analysis of in-
terim facilities), salvage value can be 

VerDate Sep<11>2014 14:50 Oct 30, 2014 Jkt 232149 PO 00000 Frm 00563 Fmt 8010 Sfmt 8002 Y:\SGML\232149.XXX 232149rm
aj

et
te

 o
n 

D
S

K
3V

P
T

V
N

1P
R

O
D

 w
ith

 C
F

R



554 

40 CFR Ch. I (7–1–14 Edition) Pt. 35, Subpt. E, App. A 

claimed for equipment if it can be clearly 
demonstrated that a specific market or reuse 
opportunity will exist. 

7. Innovative and alternative wastewater 
treatment processes and techniques. 

a. Beginning October 1, 1978, the capital 
costs of publicly owned treatment works 
which use processes and techniques meeting 
the criteria of appendix E to this subpart and 
which have only a water pollution control 
function, may be eligible if the present 
worth cost of the treatment works is not 
more than 115 percent of the present worth 
cost of the most cost-effective pollution con-
trol system, exclusive of collection sewers 
and interceptors common to the two systems 
being compared, by 115 percent, except for 
the following situation. 

b. Where innovative or alternative unit 
processes would serve in lieu of conventional 
unit processes in a conventional waste water 
treatment plant, and the present worth costs 
of the nonconventional unit processes are 
less than 50 percent of the present worth 
costs of the treatment plant, multiply the 
present worth costs of the replaced conven-
tional processes by 115 percent, and add the 
cost of nonreplaced unit processes. 

c. The eligibility of multipurpose projects 
which combine a water pollution control 
function with another function, and which 
use processes and techniques meeting the 
criteria of appendix E to this subpart, shall 
be determined in accordance with guidance 
issued by the Administrator. 

d. The above provisions exclude individual 
systems under § 35.918. The regional Adminis-
trator may allow a grantee to apply the 15- 
percent preference authorized by this section 
to facility plans prepared under step 1 grant 
assistance awarded before October 1, 1978. 

8. Cost-effective staging and sizing of treat-
ment works. 

a. Population projections. (1) The 
disaggregation of State projections of popu-
lation shall be the basis for the population 
forecasts presented in individual facility 
plans, except as noted. These State projec-
tions shall be those developed in 1977 by the 
Bureau of Economic Analysis (BEA), Depart-
ment of Commerce, unless, as of June 26, 
1978, the State has already prepared projec-
tions. These State projections may be used 
instead of the BEA projections if the year 
2000 State population does not exceed that of 
the BEA projection by more than 5 percent. 
If the difference exceeds this amount, the 
State must either justify or lower its projec-
tion. Justification must be based on the his-
torical and current trends (e.g., energy and 
industrial development, military base open-
ings) not taken into account in the BEA pro-
jections. The State must submit for approval 
to the Administrator the request and jus-
tification for use of State projections higher 
than the BEA projections. By that time, the 
State shall issue a public notice of the re-

quest. Before the Administrator’s approval 
of the State projection, the Regional Admin-
istrator shall solicit public comments and 
hold a public hearing if important issues are 
raised about the State projection’s validity. 
State projections and disaggregations may 
be updated periodically in accordance with 
Agency guidelines. 

(2) Each State, working with designated 
208 planning agencies, organizations certified 
by the Governor under section 174(a) of the 
Clean Air Act, as amended, and other re-
gional planning agencies in the State’s non-
designated areas, shall disaggregate the 
State population projection among its des-
ignated 208 areas, other standard metropoli-
tan statistical areas (SMSA’s) not included 
in the 208 area, and non-SMSA counties or 
other appropriate jurisdictions. States that 
had enacted laws, as of June 26, 1978, man-
dating disaggregation of State population to-
tals to each county for areawide 208 planning 
may retain this requirement. When 
disaggregating the State population total, 
the State shall take into account the pro-
jected population and economic activities 
identified in facility plans, areawide 208 
plans and municipal master plans. The sum 
of the disaggregated projections shall not ex-
ceed the State projection. Where a des-
ignated 208 area has, as of June 26, 1978, al-
ready prepared a population projection, it 
may be used if the year 2000 population does 
not exceed that of the disaggregated projec-
tion by more than 10 percent. The State may 
then increase its population projection to in-
clude all such variances rather than lower 
the population projection totals for the 
other areas. If the 208 area population fore-
cast exceeds the 10 percent allowance, the 208 
agency must lower its projection within the 
allowance and submit the revised projection 
for approval to the State and the Regional 
Administrator. 

(3) The State projection totals and the 
disaggregations will be submitted as an out-
put of the statewide water quality manage-
ment process. The submission shall include a 
list of designated 208 areas, all SMSA’s, and 
counties or other units outside the 208 areas. 
For each unit the disaggregated population 
shall be shown for the years 1980, 1990, and 
2000. Each State will submit its projection 
totals and disaggregations for the Regional 
Administrator’s approval before October 1, 
1979. Before this submission, the State shall 
hold a public meeting on the disaggregations 
and shall provide public notice of the meet-
ing consistent with part 25 of this chapter. 
(See § 35.917(e).) 

(4) When the State projection totals and 
disaggregations are approved they shall be 
used thereafter for areawide water quality 
management planning as well as for facility 
planning and the needs surveys under section 
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516(b) of the Act. Within areawide 208 plan-
ning areas, the designated agencies, in con-
sultation with the States, shall disaggregate 
the 208 area projections among the SMSA 
and non-SMSA areas and then disaggregate 
these SMSA and non-SMSA projections 
among the facility planning areas and the re-
maining areas. For those SMSA’s not in-
cluded within designated 208 planning areas, 
each State, with assistance from appropriate 
regional planning agencies, shall 
disaggregate the SMSA projection among 
the facility planning areas and the remain-
ing areas within the SMSA. The State shall 
check the facility planning area forecasts to 
ensure reasonableness and consistency with 
the SMSA projections. 

(5) For non-SMSA facility planning areas 
not included in designated areawide 208 
areas, the State may disaggregate popu-
lation projections for non-SMSA counties 
among facility planning areas and remaining 
areas. Otherwise, the grantee is to forecast 
future population growth for the facility 
planning area by linear extrapolation of the 
recent past (1960 to present) population 
trends for the planning area, use of correla-
tions of planning area growth with popu-
lation growth for the township, county or 
other larger parent area population, or an-
other appropriate method. A population fore-
cast may be raised above that indicated by 
the extension of past trends where likely im-
pacts (e.g., significant new energy develop-
ments, large new industries, Federal instal-
lations, or institutions) justify the dif-
ference. The facilities plan must document 
the justification. These population forecasts 
should be based on estimates of new employ-
ment to be generated. The State shall check 
individual population forecasts to insure 
consistency with overall projections for non- 
SMSA counties and justification for any dif-
ference from past trends. 

(6) Facilities plans prepared under step 1 
grant assistance awarded later than 6 
months after Agency approval of the State 
disaggregations shall follow population fore-
casts developed in accordance with these 
guidelines. 

b. Wastewater flow estimates. (1) In deter-
mining total average daily flow for the de-
sign of treatment works, the flows to be con-
sidered include the average daily base flows 
(ADBF) expected from residential sources, 
commercial sources, institutional sources, 
and industries the works will serve plus al-
lowances for future industries and nonexces-
sive infiltration/inflow. The amount of non-
excessive infiltration/inflow not included in 
the base flow estimates presented herein, is 
to be determined according to the Agency 
guidance for sewer system evaluation or 
Agency policy on treatment and control of 
combined sewer overflows (PRM 75–34). 

(2) The estimation of existing and future 
ADBF, exclusive of flow reduction from com-

bined residential, commercial and institu-
tional sources, shall be based upon one of the 
following methods: 

(a) Preferred method. Existing ADBF is esti-
mated based upon a fully documented anal-
ysis of water use records adjusted for con-
sumption and losses or on records of waste-
water flows for extended dry periods less es-
timated dry weather infiltration. Future 
flows for the treatment works design should 
be estimated by determining the existing per 
capita flows based on existing sewered resi-
dent population and multiplying this figure 
by the future projected population to be 
served. Seasonal population can be converted 
to equivalent full time residents using the 
following multipliers: 

Day-use visitor......................................0.1–0.2 
Seasonal visitor ....................................0.5–0.8 

The preferred method shall be used wherever 
water supply records or wastewater flow 
data exist. Allowances for future increases of 
per capita flow over time will not be ap-
proved. 

(b) Optional method. Where water supply 
and wastewater flow data are lacking, exist-
ing and future ADBF shall be estimated by 
multiplying a gallon per capita per day 
(gpcd) allowance not exceeding those in the 
following table, except as noted below, by 
the estimated total of the existing and fu-
ture resident populations to be served. The 
tabulated ADBF allowances, based upon sev-
eral studies of municipal water use, include 
estimates for commercial and institutional 
sources as well as residential sources. The 
Regional Administrator may approve excep-
tions to the tabulated allowances where 
large (more than 25 percent of total esti-
mated ADBF) commercial and institutional 
flows are documented. 

Description 
Gallons per 
capita per 

day 

Non-SMSA cities and towns with projected 
total 10-year populations of 5,000 or less ..... 60–70 

Other cities and towns ....................................... 65–80 

c. Flow reduction. The cost-effectiveness 
analysis for each facility planning area shall 
include an evaluation of the costs, cost sav-
ings, and effects of flow reduction measures 
unless the existing ADBF from the area is 
less than 70 gpcd, or the current population 
of the applicant municipality is under 10,000, 
or the Regional Administrator exempts the 
area for having an effective existing flow re-
duction program. Flow reduction measures 
include public education, pricing and regu-
latory approaches or a combination of these. 
In preparing the facilities plan and included 
cost effectiveness analysis, the grantee shall, 
as a minimum: 

(1) Estimate the flow reductions 
implementable and cost effective when the 
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treatment works become operational and 
after 10 and 20 years of operation. The meas-
ures to be evaluated shall include a public 
information program; pricing and regulatory 
approaches; installation of water meters, and 
retrofit of toilet dams and low-flow 
showerheads for existing homes and other 
habitations; and specific changes in local or-
dinances, building codes or plumbing codes 
requiring installations of water saving de-
vices such as water meters, water conserving 
toilets, showerheads, lavatory faucets, and 
appliances in new homes, motels, hotels, in-
stitutions, and other establishments. 

(2) Estimate the costs of the proposed flow 
reduction measures over the 20-year plan-
ning period, including costs of public infor-
mation, administration, retrofit of existing 
buildings and the incremental costs, if any, 
of installing water conserving devices in new 
homes and establishments. 

(3) Estimate the energy reductions; total 
cost savings for wastewater treatment, 
water supply and energy use; and the net 
cost savings (total savings minus total costs) 
attributable to the proposed flow reduction 
measures over the planning period. The esti-
mated cost savings shall reflect reduced sizes 
of proposed wastewater treatment works 
plus reduced costs of future water supply fa-
cility expansions. 

(4) Develop and provide for implementing a 
recommended flow reduction program. This 
shall include a public information program 
highlighting effective flow reduction meas-
ures, their costs, and the savings of water 
and costs for a typical household and for the 
community. In addition, the recommended 
program shall comprise those flow reduction 
measures which are cost effective, supported 
by the public and within the implementation 
authority of the grantee or another entity 
willing to cooperate with the grantee. 

(5) Take into account in the design of the 
treatment works the flow reduction esti-
mated for the recommended program. 

d. Industrial flows. (1) The treatment 
works’ total design flow capacity may in-
clude allowances for industrial flows. The al-
lowances may include capacity needed for in-
dustrial flows which the existing treatment 
works presently serves. However, these flows 
shall be carefully reviewed and means of re-
ducing them shall be considered. Letters of 
intent to the grantee are required to docu-
ment capacity needs for existing flows from 
significant industrial users and for future 
flows from all industries intending to in-
crease their flows or relocate in the area. Re-
quirements for letters of intent from signifi-
cant industrial dischargers are set forth in 
§ 35.925–11(c). 

(2) While many uncertainties accompany 
forecasting future industrial flows, there is 
still a need to allow for some unplanned fu-
ture industrial growth. Thus, the cost-effec-
tive (grant eligible) design capacity and flow 

of the treatment works may include (in addi-
tion to the existing industrial flows and fu-
ture industrial flows documented by letters 
of intent) a nominal flow allowance for fu-
ture nonidentifiable industries or for un-
planned industrial expansions, provided that 
208 plans, land use plans and zoning provide 
for such industrial growth. This additional 
allowance for future unplanned industrial 
flow shall not exceed 5 percent (or 10 percent 
for towns with less than 10,000 population) of 
the total design flow of the treatment works 
exclusive of the allowance or 25 percent of 
the total industrial flow (existing plus docu-
mented future), whichever is greater. 

e. Staging of treatment plants. (1) The capac-
ity of treatment plants (i.e., new plants, up-
graded plants, or expanded plants) to be 
funded under the construction grants pro-
gram shall not exceed that necessary for 
wastewater flows projected during an initial 
staging period determined by one of the fol-
lowing methods: 

(a) First method. The grantee shall analyze 
at least three alternative staging periods (10 
years, 15 years, and 20 years). He shall select 
the least costly (i.e., total present worth or 
average annual cost) staging period. 

(b) Second method. The staging period shall 
not exceed the period which is appropriate 
according to the following table. 

STAGING PERIODS FOR TREATMENT PLANTS 

Flow growth factors (20 years) 1 
Staging 
period 2 
(years) 

Less than 1.3 ....................................................... 20 
1.3 to 1.8 ............................................................. 15 
Greater than 1.8 .................................................. 10 

1 Ratio of wastewater flow expected at end of 20 year plan-
ning period to initial flow at the time the plant is expected to 
become operational. 

2 Maximum initial staging period. 

(2) A municipality may stage the construc-
tion of a treatment plant for a shorter period 
than the maximum allowed under this pol-
icy. A shorter staging period might be based 
upon environmental factors (secondary im-
pacts, compliance with other environmental 
laws under § 35.925–14, energy conservation, 
water supply), an objective concerning 
planned modular construction, the utiliza-
tion of temporary treatment plants, or at-
tainment of consistency with locally adopted 
plans including comprehensive and capital 
improvement plans. However, the staging pe-
riod in no case may be less than 10 years, be-
cause of associated cost penalties and the 
time necessary to plan, apply for and receive 
funding, and construct later stages. 

(3) The facilities plan shall present the de-
sign parameters for the proposed treatment 
plant. Whenever the proposed treatment 
plant components’ size or capacity would ex-
ceed the minimum reliability requirements 
suggested in the EPA technical bulletin, 
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‘‘Design Criteria for Mechanical, Electric, 
and Fluid System and Component Reli-
ability,’’ a complete justification, including 
supporting data, shall be provided to the Re-
gional Administrator for his approval. 

f. Staging of interceptors. Since the location 
and length of interceptors will influence 
growth, interceptor routes and staging of 
construction shall be planned carefully. 
They shall be consistent with approved 208 
plans, growth management plans and other 
environmental laws under § 35.925–14 and 
shall also be consistent with Executive or-
ders for flood plains and wetlands. 

(1) Interceptors may be allowable for con-
struction grant funding if they eliminate ex-
isting point source discharges and accommo-
date flows from existing habitations that 
violate an enforceable requirement of the 
Act. Unless necessary to meet those objec-
tives, interceptors should not be extended 
into environmentally sensitive areas, prime 
agricultural lands and other undeveloped 
areas (density less than one household per 2 
acres). Where extension of an interceptor 
through such areas would be necessary to 
interconnect two or more communities, the 
grantee shall reassess the need for the inter-
ceptor by further consideration of alter-
native wastewater treatment systems. If the 
reassessment demonstrates a need for the in-
terceptor, the grantee shall evaluate the 
interceptor’s primary and secondary envi-
ronmental impacts, and provide for appro-
priate mitigating measures such as rerouting 
the pipe to minimize adverse impacts or re-
stricting future connections to the pipe. Ap-
propriate and effective grant conditions 
(e.g., restricting sewer hookups) should be 
used where necessary to protect environ-
mentally sensitive areas or prime agricul-
tural lands from new development. NPDES 
permits shall include the conditions to in-
sure implementation of the mitigating meas-
ures when new permits are issued to the af-
fected treatment facilities in those cases 
where the measures are required to protect 
the treatment facilities against overloading. 

(2) Interceptor pipe sizes (diameters for cy-
lindrical pipes) allowable for construction 
grant funding shall be based on a staging pe-
riod of 20 years. A larger pipe size cor-
responding to a longer staging period not to 
exceed 40 years may be allowed if the grantee 
can demonstrate, wherever water quality 
management plans or other plans developed 
for compliance with laws under § 35.925–14 
have been approved, that the larger pipe 
would be consistent with projected land use 
patterns in such plans and that the larger 
pipe would reduce overall (primary plus sec-
ondary) environmental impacts. These envi-
ronmental impacts include: 

(a) Primary impacts. (i) Short-term disrup-
tion of traffic, business and other daily ac-
tivities. 

(ii) Destruction of flora and fauna, noise, 
erosion, and sedimentation. 

(b) Secondary impacts. (i) Pressure to rezone 
or otherwise facilitate unplanned develop-
ment. 

(ii) Pressure to accelerate growth for 
quicker recovery of the non-Federal share of 
the interceptor investments. 

(iii) Effects on air quality and environ-
mentally sensitive areas by cultural 
changes. 

(3) The estimation of peak flows in inter-
ceptors shall be based upon the following 
considerations: 

(a) Daily and seasonal variations of pipe 
flows, the timing of flows from the various 
parts of the tributary area, and pipe storage 
effects. 

(b) The feasibility of off-pipe storage to re-
duce peak flows. 

(c) The use of an appropriate peak flow fac-
tor that decreases as the average daily flow 
to be conveyed increases. 

9. State guidelines. If a State has developed 
or chooses to develop comprehensive guide-
lines on cost-effective sizing and staging of 
treatment works, the Regional Adminis-
trator may approve all or portions of the 
State guidance for application to step 1 facil-
ity plans. Approved State guidance may be 
used instead of corresponding portions of 
these guidelines, if the following conditions 
are met: 

a. The State guidance must be at least as 
stringent as the provisions of these guide-
lines. 

b. The State must have held at least one 
public hearing on proposed State guidance, 
under regulations in part 25 of this chapter, 
before submitting the guidance for Agency 
approval. 

10. Additional capacity beyond the cost-effec-
tive capacity. Treatment works which propose 
to include additional capacity beyond the 
cost-effective capacity determined in accord-
ance with these guidelines may receive Fed-
eral grant assistance if the following require-
ments are met: 

a. The facilities plan shall determine the 
most cost-effective treatment works and its 
associated capacity in accordance with these 
guidelines. The facilities plan shall also de-
termine the actual characteristics and total 
capacity of the treatment works to be built. 

b. Only a portion of the cost of the entire 
proposed treatment works including the ad-
ditional capacity shall be eligible for Federal 
funding. The portion of the cost of construc-
tion which shall be eligible for Federal fund-
ing under sections 203(a) and 202(a) of the Act 
shall be equivalent to the estimated con-
struction costs of the most cost-effective 
treatment works. For the eligibility deter-
mination, the costs of construction of the ac-
tual treatment works and the most cost-ef-
fective treatment works must be estimated 
on a consistent basis. Up-to-date cost curves 
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published by EPA’s Office of Water Program 
Operations or other cost estimating guidance 
shall be used to determine the cost ratios be-
tween cost-effective project components and 
those of the actual project. These cost ratios 
shall be multiplied by the step 2 cost and 
step 3 contract costs of actual components to 
determine the eligible step 2 and step 3 costs. 

c. The actual treatment works to be built 
shall be assessed. It must be determined that 
the actual treatment works meets the re-
quirements of the National Environmental 
Policy Act and all applicable laws, regula-
tions, and guidance, as required of all treat-
ment works by §§ 35.925–8 and 35.925–14. Par-
ticular attention should be given to assess-
ing the project’s potential secondary envi-
ronmental effects and to ensuring that air 
quality standards will not be violated. The 
actual treatment works’ discharge must not 
cause violations of water quality standards. 

d. The Regional Administrator shall ap-
prove the plans, specifications, and esti-
mates for the actual treatment works under 
section 203(a) of the Act, even though EPA 
will be funding only a portion of its designed 
capacity. 

e. The grantee shall satisfactorily assure 
the Agency that the funds for the construc-
tion costs due to the addtional capacity be-
yond the cost-effective treatment works’ ca-
pacity as determined by EPA (i.e., the ineli-
gible portion of the treatment works), as 
well as the local share of the grant eligible 
portion of the construction costs will be 
available. 

f. The grantee shall execute appropriate 
grant conditions or releases providing that 
the Federal Government is protected from 
any further claim by the grantee, the State, 
or any other party for any of the costs of 
construction due to the additional capacity. 

g. Industrial cost recovery shall be based 
upon the portion of the Federal grant allo-
cable to the treatment of industrial wastes. 

h. The grantee must implement a user 
charge system which applies to the entire 
service area of the grantee, including any 
area served by the additional capacity. 

APPENDIX B TO SUBPART E OF PART 35— 
FEDERAL GUIDELINES—USER 
CHARGES FOR OPERATION AND MAIN-
TENANCE OF PUBLICLY OWNED 
TREATMENT WORKS 

(a) Purpose. To set forth advisory informa-
tion concerning user charges based on actual 
use pursuant to section 204 of the Clean 
Water Act, hereinafter referred to as the 
Act. Applicable requirements are set forth in 
subpart E (40 CFR part 35). 

(b) Authority. The authority for establish-
ment of the user charge guidelines is con-
tained in section 204(b)(2) of the Act. 

(c) Background. Section 204(b)(1) of the Act 
provides that after March 1, 1973, Federal 

grant applicants shall be awarded grants 
only after the Regional Administrator has 
determined that the applicant has adopted or 
will adopt a system of charges to assure that 
each recipient of waste treatment services 
will pay its proportionate share of the costs 
of operation and maintenance, including re-
placement. The intent of the Act with re-
spect to user charges is to distribute the cost 
of operation and maintenance of publicly 
owned treatment works to the pollutant 
source and to promote self-sufficiency of 
treatment works with respect to operation 
and maintenance costs. The 1977 Amend-
ments amended section 204(b) to allow grant-
ees to establish user charge systems based on 
ad valorem taxes. This appendix does not 
apply to ad valorem user charge systems. 

(d) Definitions—(1) Replacement. Expendi-
tures for obtaining and installing equipment, 
accessories, or appurtenances which are nec-
essary to maintain the capacity and per-
formance during the service life of the treat-
ment works for which such works were de-
signed and constructed. The term ‘‘operation 
and maintenance’’ includes replacement. 

(2) User charge. A charge levied on users of 
treatment works for the cost of operation 
and maintenance of such works. 

(e) Classes of users. At least two basic types 
of user charge systems are common. The 
first is to charge each user a share of the 
treatment works operation and maintenance 
costs based on his estimate of measured pro-
portional contribution to the total treat-
ment works loading. The second system es-
tablishes classes for users having similar 
flows and waste water characteristics; i.e., 
levels of biochemical oxygen demand, sus-
pended solids, etc. Each class is then as-
signed its share of the waste treatment 
works operation and maintenance costs 
based on the proportional contribution of the 
class to the total treatment works loading. 
Either system is in compliance with these 
guidelines. 

(f) Criteria against which to determine the 
adequacy of user charges. The user charge sys-
tem shall be approved by the Regional Ad-
ministrator and shall be maintained by the 
grantee in accordance with the following re-
quirements: 

(1) The user charge system must result in 
the distribution of the cost of operation and 
maintenance of treatment works within the 
grantee’s jurisdiction to each user (or user 
class) in proportion to such user’s contribu-
tion to the total wastewater loading of the 
treatment works. Factors such as strength, 
volume, and delivery flow rate characteris-
tics shall be considered and included as the 
basis for the user’s contribution to ensure a 
proportional distribution of operation and 
maintenance costs to each user (or user 
class). 

(2) For the first year of operation, oper-
ation and maintenance costs shall be based 
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