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ITEM 6
SUBJECT

ADOPTION OF THE SMALL COMMUNITY WASTEWATER GRANT (SCWG) PROGRAM GUIDELINES (GUIDELINES)
DISCUSSION
The State Water Resources Control Board (SWRCB) has been appropriated approximately $30 million in grant funds for small communities with a financial hardship from the California Clean Water, Clean Air, Safe Neighborhood Parks and Coastal Protection Act of 2002 (Proposition 40) and the Water Security, Clean Drinking Water, Coastal and Beach Protection Act of 2002 (Proposition 50).  Adoption of the Guidelines is necessary for the successful implementation of the SCWG Program.  The Guidelines include the eligibility requirements and program procedures for communities that apply for grant funds.

The SCWG Program is intended to provide supplemental funding to projects in order to make feasible as many projects as possible.  These projects would otherwise not be affordable for small communities with a financial hardship.  The draft Guidelines have been developed considering the effectiveness of previous small community grant funding cycles, input from various stakeholders and the public, and requirements of the respective statutes. 

The SCWG Program provides grant funding for communities that meet the following requirements:

· The community must fit the definition of a small community.  Public Resource Code Section 30925 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.

· The community must be included on the fundable portion of the SCWG Project Priority List which will contain proposed projects ranked according to the type of existing or potential, health or pollution problem facing the respective community.  The SCWG Project Priority List will be developed following adoption of Guidelines and adopted by the SWRCB.  
The Division of Financial Assistance (Division) has sought participation and input from a broad spectrum of organizations in an effort to include disadvantaged communities in the preparation and development of the SCWG Program.  As part of this effort, staff and the Board held a Public Hearing, mailed program information to stakeholders and potential beneficiaries, and posted documents on the SWRCB web site to reach out to disadvantaged communities.

Section 30925 requires priority be given to projects to install or replace sewer systems in communities that lack adequate sewers, and to assist communities with facilities that are suffering due to population growth pressures.  The draft Guidelines incorporate these requirements in the priority ranking criteria.

In the draft Guidelines, financial hardship is defined as having a Median Household Income (MHI) of less than 80 percent of the Statewide Annual MHI.  This is consistent with Proposition 50 implementation legislation.  Division staff developed the funding scale included in the draft Guidelines to provide an adequate level of funding over a variety of project sizes and community financial capabilities.  The required local participation amount for each project varies on a sliding scale with respect to the MHI of the community, thus local costs are linked to affordability in the community.  The sliding scale requires all recipients pay a minimum of ten percent of their project cost.

In the previous funding cycle (funding provided by Proposition 13), a maximum of $3 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 proposed funding program, funds will be available to communities with a population of up to 20,000 people.  Because the total amount of funding statewide ($30 million dollars) is low with respect to the overall needs state-wide, 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. 

Division staff 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 project affordability, staff utilized data on average current sewer rates from the SWRCB “Wastewater User Charge Survey Report” dated May 2002.
· The analysis showed that for the vast majority of past projects, a maximum funding level of $2 million would make most projects economically feasible.  

· Staff considered that many communities 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.  

The Division staff analysis concludes that using $2 million as the maximum SCWG funding per project and per agency will create the likelihood of funding more complete projects than would be funded at a higher maximum amount.

Historically, SCWG funding has been supplemented by loan funds received from the State Revolving Fund (SRF) loan program to assist small communities with financing the non-grant funded portion of their project.  The SCWG and SRF programs will again be combined to complete many of the proposed projects. 

POLICY ISSUES
1. Should the SWRCB adopt the SCWG Program Guidelines?  

2. Should the SWRCB determine financial hardship for a small community as having a Median Household Income of less than 80 percent of the Statewide Annual Median Household Income?  

3. Should the SWRCB cap the amount of SCWG funding at $2 million per project and per agency?

FISCAL IMPACT
The SWRCB has been appropriated approximately $30 million to implement the SCWG Program.  Historically, the SCWG Program has combined with the SRF Program to provide the applicants with a loan, for eligible project costs not covered with grant funds, in order to successfully complete their beneficial projects.  We will again seek to combine these programs to aid small communities.

RWQCB IMPACT
Yes - All RWQCBs.

STAFF RECOMMENDATIONS
1. The SWRCB adopt the SCWG Program Guidelines.

2. The SWRCB determine financial hardship for a small community as having a Median Household Income of less than 80 percent of the Statewide Annual Median Household Income.

3. The SWRCB set the cap for the maximum amount of SCWG funding at $2 million per project and per agency.





STATE WATER RESOURCES CONTROL BOARD

RESOLUTION NO. 2004 - 
ADOPTION OF THE SMALL COMMUNITY WASTEWATER GRANT (SCWG)
PROGRAM GUIDELINES

WHEREAS:







1. The State Water Resources Control Board (SWRCB) is authorized to administer approximately $30 million in grants funds from the California Clean Water, Clean Air, Safe Neighborhood Parks and Coastal Protection Act of 2002  (Proposition 40) and the Water Security, Clean Drinking Water, Coastal and Beach Protection Act of 2002 (Proposition 50) for the Small Communities Wastewater Grant (SCWG) program;

2. Funding for the SCWG program is designated for small communities with a population of 20,000 persons or less and with a financial hardship as determined by the SWRCB;

3. The SWRCB has sought and received input from various stakeholder groups and the public regarding implementation of the SCWG program;

4. 
5. The Division of Financial Assistance has performed an economic feasibility analysis in order to maximize the number of projects that may utilize the available grant funding;

6. Grants from the SCWG program are intended to assist in making projects affordable for small communities by funding a portion of their projects; and

7. The draft SCWG Program Guidelines have been distributed for public comment.
THEREFORE BE IT RESOLVED THAT:

The State Water Resources Control Board:

1. Determines financial hardship for a small community as having a Median Household Income (MHI) of less than 80 percent of the Statewide Annual MHI;
2. Sets the cap for the maximum amount of SCWG funding at $2 million per project and per agency; and
3. Adopts the SCWG Program Guidelines.
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 June 17, 2004.

_______________________________


Debbie Irvin


Clerk to the Board


