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Program Background

Since 1984, the State Water Resources Control Board has implemented grant funding programs for wastewater facilities serving small communities.  These programs were the result of various propositions approved by the voters as shown in the following table: 

	Year 
	Source of funds 
	Bond Funds
	Appropriated funds

	1984
	Clean Water Bond Law of 1984 (Prop 25)
	$ 40,000,000
	Funds expended

	1988
	Clean Water and Water Reclamation Bond Law of 1988 (Prop 83)
	$ 25,000,000
	Funds expended

	1996
	Safe, Clean, Reliable Water Supply Act (Prop 204)
	$ 30,000,000
	Funds expended

	2000
	Costa-Machado Water Act of 2000 (Prop 13)
	$ 34,000,000
	Funds expended

	2002
	Watershed, Clean Beaches, and Water Quality Act (Prop 40)

Water Security, Clean Drinking Water, Coastal and Beach Protection Act (Prop 50)
	$ 15,000,000

$ 18,000,000
	$ 13,725,000

$ 6,338,000

	Total:  $ 162,000,000
	$20,063,000


The funding for the current funding cycle is available to those communities that meet the following requirements:

· The community must fit the definition of a small community.  Public Resource Code Section 30925 (Prop 40) states that a “ ‘small community’ means a municipality with a population of 20,000 persons or less.” 

· The community must have a financial hardship as determined by the SWRCB.  

Historically, this Small Community Wastewater Grant Funding (SCWG) has often been supplemented by loan funds received from the State Revolving Fund (SRF) loan program (or other loan/grant programs) to assist small communities in solving their wastewater collection, treatment and disposal problems.   

Key Issues Requiring Input from Stakeholders
The SWRCB Division of Financial Assistance (DFA) is now soliciting comments from interested parties and stakeholders on the implementation of the SCWG program.   

1. The Project Classification and Project Priority ranking systems
As in previous SCWG funding cycles, it is necessary to establish a project priority system.  Under previous funding cycles, the Executive Officer of each Regional Water Quality Control Board (RWQCB) provided a list of potential projects for that Region.  Projects were assigned by DFA staff to a Project Classification and given a Priority Ranking.  This resulted in the creation of a statewide priority list.  That list was then used to invite communities to submit applications.  

A. Project Priority Classification System and Proposed Changes  

The following excerpts from the previous Implementation Policy describe the Project Priority Classification system from the 2000 SCWG funding cycle:

	Class A---Existing or Potential Public Health Problem – This category includes treatment plants or new collection system projects required to alleviate existing or potential health hazards for the following:  

· Unsewered areas where specific documentation requirements have been met including a declaration by the county of the health hazard.  In addition, a connection moratorium and a RWQCB resolution must be provided.

· Sewered areas with a declaration issued by the County that there is a health hazard due to discharges or overflows.  This must be supported by a RWQCB Cease and Desist Order. 

Class B---Pollution Problem – This category includes projects required to alleviate water pollution problems.  This includes projects that address potential or existing water pollution problem as recognized by the RWQCB. 

Class C---Other Projects  - This category includes other projects that do not fit into the above classes. 


DFA staff recommends the continued use of the Project Priority Classification System.

B. Project Priority Ranking System

The following are excerpts from the 2000 SCWG Guidelines that describe the Priority ranking system used to assign priority within each Project Classification: 

	1.   Projects within each priority class are ranked as follows:

Projects with documented existing problems are grouped above projects with potential problems.

b. Priority Water Bodies. Projects in each of the two groups from 1.a. discharging to, or associated with, priority water bodies as identified in the California Water Quality Assessment are grouped above projects that do not discharge to priority water bodies.

Median Household Income (MHI). Projects in each of the groups from 1.a and 1.b above are ranked in accordance with the MHI of the small communities. A project that serves a small community with a lower MHI will be ranked above a project serving a small community with a higher MHI.

Population. In the event of a tie, projects that serve smaller populations will be ranked above projects serving larger populations.

2. The number of projects placed on the statewide list may exceed the available funds. Projects will be funded on the basis of readiness to proceed.




Proposed revisions to Priority Criteria: 

The recently adopted Public Resource Code Section 30925, requires that priority be given to following types of projects: 

· Projects to install or replace sewer systems in communities that lack adequate sewers.

· Projects to assist communities with population growth pressures, to assist in the redesign and expansion of existing wastewater collection and treatment systems.
DFA staff recommends inserting a new priority criteria after 1. b. that reads as follows:

1. c. Communities Lacking Adequate Sewers or with Population Growth Pressures.  Projects in each of the groups from 1. a. and 1. b. above, that are to install or replace sewer systems in communities that lack adequate sewers or to assist communities with population growth pressures will be ranked above those projects that do not meet this criteria.

The incorporation of the Public Resource Code Section 30925 priorities in this manner allows for the continued ranking of existing and potential public health problems above pollution and or capacity problems. While at the same time addressing priority issues of the Public Resource Code 30925.

RWQCBs will provide documentation of the health, pollution and/or capacity problem.  Documentation will include: declarations and resolutions by the Board of Supervisors, County Health officials or city councils regarding the public health, pollution or capacity problem; and RWQCB resolutions, time schedule orders, and cease and desist orders regarding public health, pollution or capacity problems. 

2. Addressing Environmental Justice Issues
The revisions to the SCWG Guidelines will consider Environmental Justice issues and goals.  The following language related to Environmental Justice is included in Section 79505.6 and 79506.7 respectively of the Water Code (Prop 50): 

“…To the extent feasible, each state agency shall provide outreach to disadvantaged communities to promote access and participation in those meetings.” 

“State agencies that are authorized to award loans or grants financed by this division shall provide technical assistance with regard to the preparation of the applications for those loans or grants in a matter that, among other things, addresses the needs of economically disadvantaged communities.”

DFA staff will take the following actions to address Environmental Justice goals:

· In the development of the SCWG Guidelines, seek and encourage participation and input from a broad spectrum of individuals and groups including those with a specific interest in Environmental Justice issues. 

· We will conduct individual and group meetings with representatives of organizations that have expressed an interest in Environmental Justice issues.

· We will utilize the resources and networks of other groups (such as the Rural Community Assistance Corporation) to disseminate information to disadvantaged communities on the SCWG program. 

· During the application process, SCWG staff will frequently contact representatives of disadvantaged communities to assist with the application and project development processes.  

3. Establishing Eligible and Ineligible Project Costs

Staff recommends that we use the following criteria for establishing eligible and ineligible project costs for SCWG funds:

Eligible Project Costs

a. Wastewater treatment facilities construction costs.

b. Collection system construction costs.

c. Treatment plant buy-in costs.

d. Mitigation measures.

e. The purchase of land and permanent easements for the project. 

f. Project contingencies and change orders (within certain limitations).

g. Planning and design costs for projects that may not be built under currently available funding. Grants may be awarded for the funding of the planning, design and construction phases of projects.  This has been the practice in previous funding cycles.  

Ineligible Project Costs

a. The replacement costs for components funded by previous grant or loan programs.

b. Second home communities, those where less than 50% of the dwellings or dwelling units are occupied by permanent residents.  Seasonal migrant laborers will be considered permanent residents.

c. House laterals for collection systems and any in-house facilities.

d. Decorative items.

e. Operation and maintenance costs.

4. The Maximum Total Amount of Funding per Project

In the previous funding cycle, a maximum of $3.0 million per community was available for project costs. This included construction costs, as‑well‑as engineering and administration allowances for planning, design, and construction.  Funds were available to communities with a population of up to 10,000 people.  Under the current funding program, funds will be available to communities with a population of up to 20,000 people.  

The following table shows the funding that has been available to small communities under previous grant programs:  

	Bond Year 
	Available funds under program
	Maximum population allowed
	Maximum total amount of funding per project

	1984
	$ 40,000,000
	5,000
	$2,500,000

	1988
	$ 25,000,000
	3,500
	$2,000,000

	1996
	$ 30,000,000
	5,000
	$3,000,000

	2000
	$ 34,000,000
	10,000
	$3,000,000

	2002 (current)
	$ 20,000,000
	20,000
	$2,000,000

(proposed) 


Because the total amount of funding statewide ($20 million dollars) is low with respect to the overall needs statewide, it is important to carefully consider how to most effectively disburse the funds.  As the maximum amount of funding per project increases, the number of projects that receive funding will tend to decrease. 

In many cases, a community has been able to access funds from more than one funding source in order to complete relatively large projects.  For example, a community may receive SCWG funds and borrow additional funds from the SRF program (or other funding programs) to complete a project.  This allows communities to leverage funding from a variety of sources.

DFA staff has analyzed the data from the previous two funding cycles to develop recommendations on the maximum funding per project for the current funding cycle.  This data was analyzed in accordance with the following:

· In estimating the funding assistance needed to make projects economically feasible, staff utilized data on average current sewer rates from the SWRCB “Wastewater User Charge Survey Report” dated May 2002 and compared this with the affordability threshold of 2 percent of Median Household Income.  

· The analysis showed that for the vast majority of past projects, a maximum funding level of $2,000,000 would make most projects economically feasible.  

· Staff considered that many communities will take advantage of several funding sources to complete the project.  The leveraging of SCWG funds with other funding sources, including the SRF loan program, will increase the number of projects receiving assistance.  

Staff recommends that the maximum funding per project be set at $2,000,000 per project.  Based on staff’s analysis, this will create the likelihood of funding more projects than would be funded at a higher maximum amount.  

5. Maximum Percentage of SCWG Funds Available per Project 

In past funding cycles, the required local participation amount for each project varied on a sliding scale with respect to the Median Household Income (MHI) of the community.  Communities that had an MHI less than 80 percent of the statewide MHI were eligible for project funding.  Between 80 percent and 50 percent of the statewide MHI, the percentage of project funding for the overall eligible project costs was determined by a sliding scale from 50 to 97.5 percent.  Communities that had an MHI less than or equal to 50 percent of the statewide MHI were eligible for project funding of 97.5 percent of the overall project cost.  

DFA staff performed an analysis of the impact that different funding scales would have on the average SCWG recipients.  This analysis shows that the funding scale illustrated below will provide an adequate level of funding considering typical project sizes and affordability.
For this funding cycle, DFA staff proposes the following sliding scale for funding:

	Percent of Statewide MHI (Statewide MHI = $47,493)
	Actual MHI Value
	Percent of project eligible for funding

	60 percent or less
	$28,495
	90 percent of the project cost

	Greater than 60 percent but less than 80 percent
	$28,495 to $37,994
	Sliding scale from 90 percent to 60 percent of the project cost 

	80 percent or higher
	More than $37,994
	Not eligible to receive funding


There are benefits to establishing a sliding scale that requires all applicants to pay at least 10% of the project cost.  These benefits are as follows:

· This “co-payment” motivates the applicant to more closely monitor the overall project cost and the cost of individual project elements. 

· The SCWG funds will be available to more applicants.  
For the proposed maximum project funding and sliding scale, the following table shows the “Actual Funding Received” by communities with various MHI values and total project costs.  

	
	Total Project Cost

	 MHI of Community 
	$1,000,000
	$2,000,000
	$3,000,000
	$4,000,000 

(or higher)

	
	Actual Funding Received 

	$28,495

(60% of statewide MHI)
	$900,000
	$1,800,000
	$2,000,000
	$2,000,000

	$33,245

(70% of statewide MHI)
	$750,000
	$1,500,000
	$2,000,000
	$2,000,000

	$37,994

(79.9% of statewide MHI)
	$600,000
	$1,200,000
	$1,800,000
	$2,000,000


The following is the equation that can be used to determine the percentage of project funding using this formula:  

	Percentage of Grant Funding = ($37,994 – MHI) X (0.00003158) + 0.6

Example of MHI = $33,250 
=  ($37,994 – 33,250) X (0.00003158) + 0.6

Project Funding = 75% for an MHI of $33,250



Attachment No. 1 - Small Community Grant Priority Grouping

Attachment No. 2 - Excerpts from Proposition 40 and 50.

Attachment No. 1

Proposed Small Community Grant Priority Grouping

	Class
	Problem Type
	Priority Water Body
	Lacking Sewers or with Growth Pressures
	Group
	Ranking within Group

	A - Public Health
	Existing
	Yes
	Yes
	1
	Lowest to Highest MHI

	
	
	
	No
	2
	Lowest to Highest MHI

	
	
	No
	Yes
	3
	Lowest to Highest MHI

	
	
	
	No
	4
	Lowest to Highest MHI

	
	Potential
	Yes
	Yes
	5
	Lowest to Highest MHI

	
	
	
	No
	6
	Lowest to Highest MHI

	
	
	No
	Yes
	7
	Lowest to Highest MHI

	
	
	
	No
	8
	Lowest to Highest MHI

	B - Pollution Problem
	Existing
	Yes
	Yes
	9
	Lowest to Highest MHI

	
	
	
	No
	10
	Lowest to Highest MHI

	
	
	No
	Yes
	11
	Lowest to Highest MHI

	
	
	
	No
	12
	Lowest to Highest MHI

	
	Potential
	Yes
	Yes
	13
	Lowest to Highest MHI

	
	
	
	No
	14
	Lowest to Highest MHI

	
	
	No
	Yes
	15
	Lowest to Highest MHI

	
	
	
	No
	16
	Lowest to Highest MHI

	C - All Other
	Existing
	Yes
	Yes
	17
	Lowest to Highest MHI

	
	
	
	No
	18
	Lowest to Highest MHI

	
	
	No
	Yes
	19
	Lowest to Highest MHI

	
	
	
	No
	20
	Lowest to Highest MHI

	
	Potential
	Yes
	Yes
	21
	Lowest to Highest MHI

	
	
	
	No
	22
	Lowest to Highest MHI

	
	
	No
	Yes
	23
	Lowest to Highest MHI

	
	
	
	No
	24
	Lowest to Highest MHI


Attachment No. 2

Excerpts from Prop 50

The Water Security, Clean Drinking Water, Coastal and Beach Protection Act (The Act) requires each state agency disbursing grants or loans pursuant to The Act to develop project solicitation and evaluation guidelines. 

The Act defines disadvantaged communities as a community with an annual median household income that is less than 80 percent of the statewide annual median household income.

After adoption of the project solicitation and evaluation guidelines by the SWRCB state agencies are required to provide technical assistance with regard to the preparation of grant and/or loan applications in a manner that addresses the needs of economically disadvantaged communities.
Excerpts from Prop 40
CHAPTER 4.  INTEGRATED CLEAN WATER PROGRAMS

      Article 1.  Small Community Wastewater Grant Program

   30925.  (a) For the purposes of this article, "small community"

means a municipality with a population of 20,000 persons or less, a

rural county, or a reasonably isolated and divisible segment of a

larger municipality where the segment of the population is 20,000

persons or less, with a financial hardship, as determined by the

board.

   (b) The board may award grants under this article to assist small

communities in meeting water pollution control requirements.

   (c) The board may award grants under this article to projects that

meet the definition of "eligible project" in Section 79120 of the

Water Code.

   (d) The board shall give priority to both of the following types

of projects:

   (1) Projects to install or replace sewer systems in communities

that lack adequate sewers.

   (2) Projects to assist communities with population growth

pressures, to assist in the redesign and expansion of existing

wastewater collection and treatment systems.
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