OCIFA

COUNCIL OF INFRASTRUCTURE FINANCING AUTHORITIES

July 9, 2026

Office of Management and Budget
725 17th Street NW
Washington, DC 20503

Re: Comments of the Council of Infrastructure Financing Authorities on the Proposed
Regulation for Federal Financial Assistance — Application to State Revolving Fund
Programs (Document No. 2026-10817; Document Citation: 91 FR 32198; Docket No. OMB-
2026-0034 (May 29, 2026))

Dear OMB Office of Federal Financial Management:

The Council of Infrastructure Financing Authorities (CIFA) appreciates the opportunity to
comment on the Office of Management and Budget’'s (OMB) proposed Regulation for Federal
Financial Assistance, published May 29, 2026. CIFA is the national nonprofit association
representing the state agencies that administer the Clean Water and Drinking Water State
Revolving Fund (SRF) programs authorized under the Clean Water Act and the Safe Drinking
Water Act. Through these programs, states provide low-interest loans and other assistance for
water and wastewater infrastructure, financed by federal capitalization grants, required state
match, loan repayments, and interest earnings that revolve perpetually within each state’s fund.

CIFA’s comments are deliberately narrow and we take no position on the broader policy
direction of the proposed rule. Instead, we write to request that OMB clarify how three specific
provisions apply to the SRF programs, because the revolving loan fund structure differs in
material respects from the conventional grant model around which the provisions appear to be
drafted. Each provision raises a genuine implementation question that, left unresolved, could
create compliance uncertainty for state programs and the communities they finance. We
respectfully request clarification on the following points.

1. E-Verify participation for recipients, subrecipients, borrowers, and contractors (§
200.303(f)). The proposed rule would require recipients and subrecipients of federal financial
assistance to use E-Verify for employees and contractors performing work under a federal
award, but it does not address the revolving loan fund structure. In the SRF context, the state
agency is the direct recipient of the federal capitalization grant, while assistance is then
provided through loans or other assistance from a state-administered fund that includes federal
capitalization grant dollars, state match, loan repayments, and interest earnings. CIFA
respectfully requests that OMB clarify:

1. Whether the E-Verify obligation attaches to the state SRF program as the recipient of the
capitalization grant, to borrowers receiving SRF loans or other assistance, to contractors
engaged by those borrowers, or to some combination;

2. Whether a recipient of an SRF loan repaid into the revolving fund is properly treated as a
“subrecipient” of federal financial assistance for purposes of this requirement; and

3. How the requirement applies, if at all, to assistance funded from loan repayments and
interest earnings rather than directly from the federal capitalization grant.
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2. Payee verification before disbursement (§ 200.305). The proposed revisions to § 200.305
would require payee due diligence before disbursement, including screening through the
Treasury Department’s Do Not Pay system and, for recipients other than states, a justification
accompanying drawdown requests. The SRF disbursement path — from federal capitalization
grant, into a state revolving fund, and out to borrowers through loan closings and construction
draws — does not correspond to a standard grant drawdown, particularly where disbursements
may be made from a blended pool of federal capitalization grant dollars, state match,
repayments, and interest earnings. CIFA respectfully requests that OMB clarify:

4. Atwhat point in the SRF funding chain payee screening is expected to occur — when
the state draws down the federal capitalization grant, when the state fund disburses loan
proceeds to a borrower, or both;

5. Whether SRF borrowers, or their contractors and vendors, are “payees” subject to Do
Not Pay screening even though they receive loans from a state fund rather than direct
federal payments; and

6. How the payment-justification requirement for recipients other than states applies to
states administering SRF programs, given that § 200.305(a) continues to govern
payments to states through Treasury—State Cash Management Improvement Act
agreements.

3. Oversight and termination authorities (§ 200.340). The proposed rule clarifies and
expands oversight and award-termination authorities, including a discretionary termination
authority. CIFA notes that the proposed framework appears to exempt statutory entitlements —
including formula-based awards — as well as certain awards under the Infrastructure
Investment and Jobs Act (IIJA) from discretionary termination. Because SRF capitalization
grants are allotted to states by formula and a significant portion of recent SRF funding is
provided through the IIJA, CIFA respectfully requests that OMB confirm:

7. That formula-based SRF capitalization grants fall within the exception for formula-based
awards, and that IIJA-funded SRF awards fall within the exception for lIlJA awards, such
that they are not subject to discretionary (“for convenience”) termination under §
200.340;

8. How the new temporary suspension authority and the expanded “terms and conditions”
termination ground interact with that exception for formula-based and IIJA awards; and

9. How any expanded oversight, suspension, or termination action against a state would
affect the corpus of an already-capitalized revolving fund and outstanding loans to
borrowers, given the SRFs’ perpetual, self-replenishing structure.

CIFA offers these comments in the interest of ensuring that the final rule can be administered
cleanly within the SRF structure. We would welcome the opportunity to provide additional
technical detail on SRF program mechanics to assist OMB in addressing these questions.
Please direct any follow-up to Ashley N. Jackson, Director, Policy & Strategic Engagement, at
ajackson@adstratlic.com.
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Because EPA administers the Clean Water and Drinking Water SRF capitalization grants, CIFA
is copying EPA’s Office of Water on these comments so the agency is aware of the
implementation questions raised by the proposed rule and can engage with OMB as
appropriate.

Respectfully submitted,

Gl

Barb Dimauro
Executive Director
Council of Infrastructure Financing Authorities

cc: U.S. Environmental Protection Agency, Office of Water



