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SUBJECT

APPROVAL OF INITIAL PROPOSITION 50 GRANT FUNDING TO THE CITY OF COLTON, CITY OF RIALTO, AND THE WEST SAN BERNARDINO COUNTY WATER DISTRICT FOR THREE AQUIFER RECLAMATION WATER SUPPLY PROJECTS.

The Water Security, Clean Drinking Water, Coastal and Beach Protection Act of 2002 (2002 Bond Law), Proposition 50, was approved by the voters on November 5, 2002.  Section 79550(g) of the 2002 Bond Law allocates $180,000,000 for urban and agricultural water conservation, recycling, and other water use efficiency projects.  Upon passage of the 2002 Bond Law, $10 million was appropriated to the State Water Resources Control Board (SWRCB) Water Recycling Subaccount for State fiscal year 2002/2003 to provide grants for the planning, design, and construction of water recycling facilities.  This initial Proposition 50 water recycling appropriation is for fiscal year 2002/2003 and thus the funds must be encumbered (funding contracts executed) by June 30, 2003.  This agenda item requests SWRCB approval of preliminary grant commitments to three municipalities for the projects described below.

The initial appropriation of Proposition 50 funding for water recycling is $10 million.  Upon subtracting administrative costs, $9.875 million remains available for grant funding assistance to municipalities for the planning, design, and construction of water recycling projects. 

The 2002 Bond Law contains new provisions that will govern how the program funds are administered. The Bond Law provides grants for the planning, design, and construction of projects that meet the California Bay-Delta Authority (CALFED) water use efficiency goals and objectives.  The Bond Law also requires the funds to be allocated for projects that will be implemented immediately and result in an immediate benefit to the State’s water supply and the Delta.

On December 20, 2002, the Division of Financial Assistance’s (Division) Office of Water Recycling facilitated a Statewide Water Recycling Stakeholder Workshop.  During the workshop, 60 stakeholders from varying affiliations expressed their needs for funding from Proposition 50 and future funding resources for water recycling efforts.  The majority of the stakeholders concurred with maintaining the funding criteria for the administering of Proposition 50 funds similar to the criteria adopted for Proposition 13 water recycling projects.  However, stakeholders also spoke regarding the consideration of environmental justice communities.

On February 26, 2003, CALFED staff reviewed the scientific and environmental elements of the three projects proposed to receive Proposition 50 funding and are in concurrence with the Division’s funding request.

The Division proposes that the level of construction funding with these initial Proposition 50 funds be similar to the previous Proposition 13 grant funding program.  Therefore, the Division proposes construction grant funding of 25 percent of the eligible construction cost, up to a limit of $5 million.  The balance of the eligible construction cost is eligible for a low interest State Revolving Fund loan with an interest rate of one-half of the state's general obligation bond rate. 

In the last two years, the Water Recycling Construction Program has operated with the SWRCB adopted Proposition 13 Priority List.  Agencies have been able to apply for grant funding after they have completed facilities planning.  The Division proposes to establish an updated priority list of potential water recycling projects to be used in the administering of the Proposition 50 funding appropriations for state fiscal years 2003/2004 and 2004/2005.  However, due to the time constraints associated with the initial appropriation of $10 million for the state fiscal year 2002/2003, the Division proposes to administer these grant funds to the following three agencies that are ready to proceed with their projects:

1. City of Rialto; Reclamation of Aquifer Supply – Phase I
2. City of Colton; Reclamation of Aquifer Supply
3. West San Bernardino County Water District; Reclamation of Aquifer Supply – Phase I
DISCUSSION
In April 2001, the SWRCB adopted Resolution No. 2001-003 specifying funding criteria for the administration of Proposition 13 (2000 Bond Law) water recycling grants and loans.  The SWRCB adopted criteria includes 25 percent grant funding of the eligible construction cost for agencies ready to proceed with the design and construction of water recycling facilities. 

As of December 2002, the Division’s Office of Water Recycling committed the initial $52 million of Proposition 13 construction grant funding to agencies statewide.  The priority for the Proposition 13 funding was set by the SWRCB adopted Proposition 13 Priority List, giving top priority for funding to agencies with water recycling projects that propose to augment the State and/or local water supply and are ready to proceed with design and construction.

PROJECT DESCRIPTIONS
The Division is requesting approval for the three water recycling construction projects described below.  The three agencies are ready to proceed with construction immediately. The three proposed projects, as described below, will augment the State water supply and are consistent with CALFED goals and objectives.

1. City of Rialto
The City of Rialto provides water to more than 48,000 residents, in addition to schools, hospitals, parks, and commercial and industrial businesses.  The City of Rialto has 15 active water wells located throughout the Rialto-Colton, Bunker Hill, Lytle Creek, and Chino Basins.  Due to perchlorate contamination, five of the 15 wells have been taken out of service. Potentially, an additional two wells may be taken out of service in the near future as the perchlorate plume continues to migrate at a rate of three feet per day, as determined by the Santa Ana Regional Water Control Board (SARWQCB).  

Due to the contamination, the City of Rialto’s water supply is decreasing on a daily basis.  During Phase 1 of the City of Rialto’s proposed Reclamation of Aquifer Water Supply Project, water pumped from wells identified as Chino #2 and Rialto #2 will be treated with an ionic exchange system to remove the perchlorate.  Once treated, this reclaimed water will be distributed to the customers served by the City of Rialto, resulting in an increase of potable water distribution of 10,525 gallons per minute, or 16,975 acre-feet per year.
The City of Rialto’s alternatives to the proposed project are to: (1) purchase water from the Metropolitan Water District, (2) impose mandatory water rationing, and/or (3) impose a building moratorium on all new construction projects, including the new 210 freeway.  The City currently receives no water from the Metropolitan Water District.

The estimated eligible construction cost for this project is $2,228,000.  Applying the SWRCB adopted criteria of 25 percent grant funding of the eligible construction costs, a water recycling construction grant for the City of Rialto’s project amounts to $557,000 plus a 15 percent allowance for ELA costs of $83,550, totaling a fixed grant amount of $640,550.  

Division staff have worked closely with a CALFED Environmental Justice Specialist and the City of Rialto to identify environmental justice issues pertaining to the subject project and the community as a whole.  Based on information provide by the City of Rialto, the Division concludes that this community’s water supply has been significantly impacted by military and hazardous waste disposal from external sources.  This information, together with the following demographic information shown below, leads to the Division’s conclusion that this community should be identified as an environmental justice community.  On this basis, the Division is requesting a waiver to the previously adopted 25 percent construction funding criteria, to allow up to 40 percent construction funding.  Such a waiver will increase the proposed construction grant to the City of Rialto by $384,330, resulting in a total grant of $1,024,880.

	City of Rialto

	Percent of Total City Popula-tion
	Percent low income
	Percent Minority
	Percent Children
	Percent Elderly
	Median Income
	Married below Poverty Level
	Single Mom Below Poverty Level

	
	26.40%
	81.90%
	41.40%
	12.40%
	$37,568 
	20.20%
	32.70%


2. City of Colton

The City of Colton provides water to more than 27,000 residents, in addition to schools, hospitals, parks, and commercial and industrial businesses.  The City of Colton has 13 water wells located throughout the Rialto-Colton, Bunker Hill, and Riverside North Basins.  Due to perchlorate contamination, three of the 13 wells are out of service, and potentially, one additional well may be contaminated in the near future as the perchlorate plume continues to migrate at a rate of three feet per day, as determined by the SARWQCB.  The City of Colton has three additional wells that are out of service due to unrelated causes; therefore, only nine wells currently remain in service.

Due to the contamination, the City of Colton’s water supply is decreasing on a daily basis.  During Phase 1 of this Project, water pumped from wells identified as Well #15, Well #17, and Well #24 will be treated with a proposed ionic exchange system to remove the perchlorate.  This reclaimed water will be distributed to the customers served by the City of Colton, resulting in an increase of potable water distribution of 4000 gallons per minute, or 6,450 acre-feet per year.

Similar to the City of Rialto, the current alternatives to the City of Colton reclaiming these three wells is to: (1) purchase water from the Metropolitan Water District, (2) impose mandatory water rationing, and/ or (3) impose a building moratorium on all new construction projects, including the new 210 freeway.  The City of Colton currently receives no water from the Metropolitan Water District.

The estimated eligible construction cost for this project is $2,086,000.  Applying the SWRCB adopted criteria of 25 percent grant funding of the eligible construction costs, a water recycling construction grant for the City of Colton’s project amounts to $521,500 plus a 15 percent allowance for ELA costs of $78,225, totaling a fixed grant amount of $599,725.  

Similar to the City of Rialto, the Division is requesting a waiver to the 25 percent construction grant funding criteria to allow up to 40 percent construction funding on the basis of environmental justice concerns.  The City of Colton is experiencing significant impacts to the water supply due to military and hazardous waste disposal external to the City of Colton.  Such a waiver will increase the proposed construction grant to the City of Colton by $359,835, resulting in a total grant of $959,560.  The following demographic information shown below leads to the Division’s conclusion that this community should be identified as an environmental justice community:

	City of Colton

	Percent of Total City Popula-tion
	Percent low income
	Percent Minority
	Percent Children
	Percent Elderly
	Median Income
	Married below Poverty Level
	Single Mom Below Poverty Level

	
	28.90%
	77.60%
	37.90%
	12.30%
	$35,984
	19.80%
	38%


3. West San Bernardino County Water District 
The West San Bernardino County Water District service area includes the City of Fontana, a small portion of the Cities of Rialto and Colton, and unincorporated areas of San Bernardino and Riverside Counties.  The District provides service to more than 57,000 customers, including schools, emergency medical facilities, parks, and businesses.  The West San Bernardino County Water District has 21 active water wells within the Rialto-Colton, Chino, Lytle Creek, Bunker Hill, and North Riverside Basins.  Due to perchlorate contamination, five of the 21 wells have been impacted or taken out of service.  Potentially, an additional four may become contaminated in the near future as the perchlorate plume continues to migrate.
Due to the contamination, the West San Bernardino County Water District’s water supply is decreasing on a daily basis.  During Phase 1 of this Project, water from wells identified as Wells #18A and #42 will be equipped with an ionic exchange treatment system to remove the perchlorate.  This reclaimed water will be distributed to the customers served by the West San Bernardino County Water District, resulting in an increase of potable water distribution of 4,977 gallons per minute or 8,030 acre-feet per year.

During peak potable water demands, the West San Bernardino County Water District has already been forced to purchase additional water from the San Bernardino Municipal Water District to meet current demands.  Similar to the City of Rialto and the City of Colton, the West San Bernardino County Water District’s only the alternatives to reclaiming these five wells is to: (1) purchase an increasing amount of water from the San Bernardino Municipal Water District, (2) impose mandatory water rationing, and/or (3) impose a building moratorium on all new construction projects.   Additionally, because the West San Bernardino County Water District provides 50 percent of the water used in the City of Rialto, and 30 percent of the water used in the City of Colton, the loss of the West San Bernardino County Water District’s local water supply results in a regional water shortage and increased dependence on imported water.  The District currently receives no water from the Metropolitan Water District.
The estimated eligible construction cost for this project is $2,260,000.  Applying the SWRCB adopted criteria of 25 percent grant funding of the eligible construction costs, a water recycling construction grant for the West San Bernardino County Water District’s project amounts to $565,000 plus a 15 percent allowance for ELA costs of $84,750, totaling a fixed grant amount of $649,750.  

Similar to the two projects described above, the Division is requesting a waiver to the 25 percent construction grant funding criteria to allow up to 40 percent construction funding on the basis of environmental justice concerns.  The West San Bernardino County Water District is experiencing significant impacts to its water supply due to military and hazardous disposal external to the West San Bernardino County Water District.  Such a waiver will increase the proposed construction grant to the West San Bernardino County Water District by $389,850, resulting in a total grant of $1,039,600.  The following demographic information shown below leads to the Division’s conclusion that the communities that make up the West San Bernardino County Water District’s service area should be identified as environmental justice communities for SWRCB funding:

	West San Bernadino Water District Service Area*

	Percent Popula-tion
	Percent low income
	Percent Minority
	Percent Children
	Percent Elderly
	Median Income
	Married below Poverty Level
	Single Mom Below Poverty Level

	City of Fontana
	15.30%
	79.70%
	41.30%
	8.90%
	$52,883
	7.60%
	23%

	County Area
	30.20%
	72%
	39.50%
	9.60%
	$39,759
	21.30%
	39.20%


*The information provided for the West San Bernadino Service area does not overlap with the information provided for City of Rialto and the City of Colton in tables shown above this table. 
The West San Bernadino County Water District, the City of Rialto, the City of Colton, and other impacted communities, continue to pursue the identification of the parties responsible for the gross perchlorate contamination and continue to take actions necessary to recover all costs associated with maintaining the local water supplies.  The Division will include provisions in the grant funding contract to include the repayment of grant funds to the SWRCB if/when the cost for the eligible projects is recovered by the City of Rialto, the City of Colton, and/or the West San Bernadino Water District.

ENVIRONMENTAL ISSUES
1. City of Rialto
The City of Rialto filed a Notice of Exemption with the San Bernardino County Clerk on January 30, 2003, for the proposed Project.  A categorical exemption from CEQA requirements was applied to the City’s Project because construction consists of the addition of new equipment at the well sites that does not increase capacity nor induce or affect regional growth [Class 1:Minor alteration of an existing facility, CEQA Guidelines Section 15301, and Class 7: To comply with a Regulatory Agency for the protection of a natural resource, CEQA Guidelines Section 15307].
2. City of Colton

The City of Colton filed a Notice of Exemption (NOE) with the San Bernardino County Clerk on January 29, 2003, for the proposed Wells Clean-up Project.  A categorical exemption from CEQA requirements was applied to the City’s project because the project consists of the addition of new equipment at the well site that does not increase capacity nor induce or affect regional growth [Class 1:Minor alteration of an existing facility, CEQA Guidelines Section 15301, and Class 7: To comply with a Regulatory Agency for the protection of a natural resource, CEQA Guidelines Section 15307].

3. West San Bernardino County Water District 
The West San Bernardino County Water District filed a Notice of Exemption with the San Bernardino County Clerk on February 10, 2003, for the proposed Wells Clean-up Project.  A categorical exemption from CEQA requirements was applied to the District’s Project because construction consists of the addition of new equipment at the well sites that does not increase capacity nor induce or affect regional growth [Class 1:Minor alteration of an existing facility, CEQA Guidelines Section 15301, and Class 7: To comply with a Regulatory Agency for the protection of a natural resource, CEQA Guidelines Section 15307].


POLICY ISSUES
Should the SWRCB waive the Board adopted 25 percent construction grant funding for the City of Rialto’s proposed project on the basis of the projects serving an environmental justice community?  Should the SWRCB approve a 40 percent WRCP grant of $1.025 million to the City of Rialto for the proposed project?  Should the SWRCB, in accordance with the Guidelines condition this approval by requiring expiration of the preliminary grant commitments if the “Notice to Proceed” to construction are not granted by May 30, 2003?
Should the SWRCB waive the Board adopted 25 percent construction grant funding for the City of Colton’s proposed project on the basis of the project serving an environmental justice community?  Should the SWRCB approve a WRCP grant of $959,560 to the City of Colton for the proposed project?  Should the SWRCB, in accordance with the Guidelines condition this approval by requiring expiration of the preliminary grant commitments if the “Notice to Proceed” to construction for the subject project is not granted by May 30, 2003?
Should the SWRCB waive the Board adopted 25 percent construction grant funding for the West San Bernadino County Water District’s proposed project on the basis of the project serving an environmental justice community?  Should the SWRCB approve a WRCP grant of $1,039,600 to the West San Bernardino County Water District for the proposed project?  Should the SWRCB, in accordance with the Guidelines condition this approval by requiring expiration of the preliminary grant commitments if the “Notice to Proceed” to construction for the subject project is not granted by June 30, 2003?
FISCAL IMPACTS
Proposition 50 Water Recycling Funds:

A total of $9.875 million is available in the 2002 (Proposition 50) Water Recycling Subaccount for WRCP grant funding to municipalities.  The 2002 Bond Law allocates funding for the planning, design, and construction of water recycling facilities (Item No. 3940-101-6031-012).  The SWRCB’s grant approval for this proposed project, together with the concurrent approval of additional water recycling projects, will leave a state fiscal year 2002/2003 balance of Proposition 50 water recycling funds of $950,960 as shown below.

	2002/2003 Proposition 50 Proposed Expenditures
	$9,875,000

	Inland Empire Utilities Agency
	$5,000,000

	City of Rialto
	$1,024,880

	City of Colton
	$959,560

	West San Bernardino County Water District
	$1,039,600

	San Diego County Water Authority
	$400,000

	San Benito County Water District
	$350,000

	City of Palo Alto
	$150,000

	Remaining Balance:
	$950,960


RWQCB IMPACT 
The SARWQCB has issued ten investigation orders to dischargers suspected to have contributed to the perchlorate pollution problem.  Up to 15 investigation orders may be issued as a part of this effort to recover a portion of the cleanup costs from responsible parties. 

STAFF RECOMMENDATION

That the SWRCB adopt a resolution approving WRCP grant funding from the 2002 Bond Law (Proposition 50) Water Recycling Subaccount for the following Projects:
1. City of Rialto: The Reclamation of Aquifer Supply Phase I Project for a preliminary grant commitment of $1,024,880 from Proposition 50.  In accordance with the WRCP Guidelines, the proposed resolution includes an expiration date for this commitment if the date for the “Notice to Proceed” with construction of the project is not met.  The expiration date is May 30, 2003, with a 90-day time extension from the expiration date for good cause without further action by the SWRCB.
2. City of Colton: The Reclamation of Aquifer Supply Project for a preliminary grant commitment of $959,560 from Proposition 50.  In accordance with the WRCP Guidelines, the proposed resolution includes an expiration date for this commitment if the date for the “Notice to Proceed” with construction of the project is not met.  The expiration date is May 1, 2003, with a 90-day time extension from the expiration date for good cause without further action by the SWRCB.

3. West San Bernardino County Water District: The Reclamation of Aquifer Supply Phase I Project for a preliminary grant commitment of $1,039,60 from Proposition 500.  In accordance with the WRCP Guidelines, the proposed resolution includes an expiration date for this commitment if the date for the “Notice to Proceed” with construction of the project is not met.  The expiration date is May 1, 2003, with a 90-day time extension from the expiration date for good cause without further action by the SWRCB.

DRAFT March 20, 2003

STATE WATER RESOURCES CONTROL BOARD

RESOLUTION NO. 2003-
APPROVAL OF INITIAL PROPOSITION 50 GRANT FUNDING TO THE CITY OF COLTON, CITY OF RIALTO AND THE WEST SAN BERNARDINO COUNTY WATER DISTRICT FOR THREE AQUIFER RECLAIMATION WATER SUPPLY PROJECTS
WHEREAS:

1. The Water Security, Clean Drinking Water, Coastal and Beach Protection Act of 2002 (2002 Bond Law), Proposition 50, allocated $10 million to the Water Recycling Subaccount.  $9.875 million of the $10 million is to provide grants to municipalities for facilities planning, design, and construction of water recycling projects; 

City of Rialto:
2. The Chief of the Loans and Grants Branch approved the Facility Plan for the City of Rialto’s Reclamation of Aquifer Water Supply Phase I Project on February 21, 2003, and the City of Rialto agreed with the Facility Plan Approval on February 28, 2003;

3. The City of Rialto has filed a Notice of Exemption which has been reviewed and considered and it has been determined that the project qualifies for a Class 1 and 7 Categorical Exemption from CEQA requirements and will not result in any significant environmental impacts; and

4. On February 26, 2003, CALFED staff reviewed the scientific and environmental elements of the three projects proposed to receive Proposition 50 funding and are in concurrence with the Division’s funding request.

City of Colton:

5. The Assistant Division Chief approved the Facility Plan for the City of Colton’s Reclamation of Aquifer Water Supply Project on February 19, 2003, and the City of Colton agreed with the Facility Plan Approval on February 28, 2003;

6. The City of Colton has filed a Notice of Exemption which has been reviewed and considered and it has been determined that the project qualifies for a Class 1 and 7 Categorical Exemption from CEQA requirements and will not result in any significant environmental impacts; and

7. On February 26, 2003, CALFED staff reviewed the scientific and environmental elements of the three projects proposed to receive Proposition 50 funding and are in concurrence with the Division’s funding request.

West San Bernardino County Water District:

8. The Assistant Division Chief approved the Facility Plan for the West San Bernadino County Water District’s Reclamation of Aquifer Water Supply – Phase I Project on February 21, 2003, and the West San Bernardino County Water District agreed with the Facility Plan Approval on February 28, 2003;

9. The West San Bernadino County Water District has filed a Notice of Exemption which has been reviewed and considered and it has been determined that the project qualifies for a Class 1 and 7 Categorical Exemption from CEQA requirements and will not result in any significant environmental impacts; 

10. Division of Financial Assistance and California Bay Delta Authority staff have identified the City of Rialto, the City of Colton, and the communities served by the West San Bernadino County Water District as environmental justice communities on the following basis:

a. Pollutants due to human activity from a source outside of the subject communities have grossly contaminated the communities’ water supply;

b. Contamination of the communities’ water supply poses a serious threat to public health, water quality, and the environment; and 

c. The demographic profiles of the three communities, including the percentage of minorities and low income levels, are symbolic of an environmental justice community of concern; and

11. On February 26, 2003, CALFED staff reviewed the scientific and environmental elements of the three projects proposed to receive Proposition 50 funding and are in concurrence with the Division’s funding request.

THEREFORE BE IT RESOLVED THAT FOR CITY OF RIALTO:

The State Water Resources Control Board:

1. Approves a WRCP Prop 50 Bond Law grant of $1.025 million to the City of Rialto for the construction of the Reclamation of Aquifer Supply Project Phase I; and 

2. Will withdraw this preliminary WRCP grant commitment if the “Notice to Proceed” to construction is not granted by May 30, 2003.  The Division may approve up to a 90-day extension to the above deadline for good cause.

THEREFORE BE IT RESOLVED THAT FOR CITY OF COLTON:

The State Water Resources Control Board:

1. Approves a WRCP Prop 50 Bond Law grant of $0.959 million to the City of Colton for the construction of the Reclamation of Aquifer Supply Project; and 

2. Will withdraw this preliminary WRCP grant commitment if the “Notice to Proceed” to construction is not granted by May 1, 2003.  The Division may approve up to a 90-day extension to the above deadline for good cause.

THEREFORE BE IT RESOLVED THAT FOR WEST SAN BERNADINO COUNTY WATER DISTRICT:

The State Water Resources Control Board:

1. Approves a WRCP Prop 50 Bond Law grant of $1.039 million to the West San Bernardino County Water District for the construction of the Reclamation of Aquifer Supply Project Phase I; and 

2. Will withdraw this preliminary WRCP grant commitment if the “Notice to Proceed” to construction is not granted by May 1, 2003.  The Division may approve up to a 90-day extension to the above deadline for good cause.

CERTIFICATION

The undersigned, Clerk to the Board, does hereby certify that the foregoing is a full, true, and correct copy of a resolution duly and regularly adopted at a meeting of the State Water Resources Control Board held on April 30, 2003.


__________________________


Maureen Marché


Clerk to the Board
