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Preamble

The federal Safe Drinking Water Act (SDWA), as amended in 1996, authorized the
creation of the national Safe Drinking Water State Revolving Fund (DWSRF) program to
assist public water systems (PWS) in achieving or maintaining compliance with SDWA
requirements and protect public health through the funding of drinking water
infrastructure projects. Section 1452 of the SDWA grants the United States
Environmental Protection Agency (USEPA) the authority to award capitalization grants
to state DWSRF programs, which in turn provide low interest and subsidized funding for
the projects. More information about the DWSRF program is located on the State
Water Board’'s DWSRF website at http://www.waterboards.ca.gov/dwstf.

The Drinking Water Program, including the DWSRF, was transferred to the State Water
Resources Control Board (State Water Board) from the California Department of Public
Health (CDPH) on July 1, 2014 and is now administered by the Division of Financial
Assistance (DFA). The DWSRF program is governed by applicable federal and state
statutes as well as a DWSRF Policy Handbook adopted by the State Water Board.
Information on the DWSRF Policy Handbook can be found at the following State Water
Board websites:

http://www.waterboards.ca.gov/drinking water/services/funding/documents/srf/dwsrf po
licy/dwsrf policy final.pdf

For purposes of meeting the legislative mandate in accordance with Health and Safety
(H&S) Code Sections 116760.30(b) and 116762.60(d), the State Water Board is
pleased to provide this biennial report, which encompasses the activities of the
California Safe Drinking Water State Revolving Fund for State fiscal years (SFY) 2016-
17 and 2017-18. The report reflects the activities of the State Water Board and its
administration of the DWSRF. SFY 2016-17 is represented in Volume | of this report
and SFY 2017-18 is represented in Volume II. Both Volume 1 and Volume Il of this
report also serve as annual DWSRF reports to USEPA.

The SFY 2016-2017 and 2017-18 DWSRF annual reports to USEPA are in response to
the associated DWSRF Intended Use Plans. The State Water Board, and CDPH as
predecessor, adopted Intended Use Plans for the DWSRF to outline public health
objectives as well as certain eligibilities, funding capacities and project priority lists of
the DWSREF for the respective SFY. A DWSRF Intended Use Plan was also required
for each federal fiscal year (FFY) DWSRF capitalization grant application to USEPA in
SFY 2016-17 and 2017-18. The respective DWSRF Intended Use Plans can be found
at the following State Water Board websites:

SFY 2016-17 (FFY 2016) DWSRF Intended Use Plan
https://www.waterboards.ca.gov/board decisions/adopted orders/resolutions/2016/final
dwsrf iup report 062116 with cover.pdf
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SFY 2017-18 (FFY 2017) DWSREF Intended Use Plan
https://www.waterboards.ca.gov/board decisions/adopted orders/resolutions/2017/dws
rf iup sfy2017 18 final.pdf

Executive Summary

The State Water Board provided approximately $527.7 million in low-interest DWSRF
financing and principal forgiveness to PWS in both SFY 2016-17 and 2017-18 for the
planning, design and construction of infrastructure projects to address California’s safe
drinking water needs. The DWSRF funding was derived from federal capitalization
grants from USEPA as well as associated state match, revolving principal and interest
repayments, other leveraged funds and investment earnings. Eligible recipients of
DWSREF financing included publicly and privately owned community and non-profit, non-
community water systems. Eligible projects included the planning/design of drinking
water facilities as well as the construction of source water supplies, treatment and
storage facilities, transmission/distribution lines and the consolidation of PWS. As a
result of such funded projects, a variety of public health issues were mitigated, including
those public health concerns with acute and chronic primary drinking water standards
as well as secondary drinking water standards. Small water systems (population
<10,000 persons) serving disadvantaged communities were also generally recipients of
DWSREF principal forgiveness to offset any loans as a result of affordability thresholds
on average residential water rates.

This biennial funding commitment amount also enabled the State Water Board to satisfy
its obligations to USEPA to make timely and expeditious use of DWSRF funding,
namely unspent federal funds. As of June 30, 2018, the unliquidated obligation (ULO)
balance of DWSRF federal funds was approximately $16.7 million, which was
substantially below USEPA’s maximum of approximately $155.7 million. The State
Water Board also had committed approximately 114% of available funds as of June 30,
2018 through cash flow modeling, thereby demonstrating the full utilization of available
funds for the benefit of California’s PWS.

Finally, the DWSRF financing provided over the last 2-years was largely in response to
the need for drinking water infrastructure repair and replacement throughout California.
The magnitude of this need was reflected in the 2015 Drinking Water Infrastructure
Needs Survey. This survey indicated that California’s PWS would require approximately
$51.03 billion to make the necessary improvements through 2035.

California received two (2) federal DWSRF capitalization grants from USEPA between
SFY 2016-17 and 2017-18, totaling approximately $155.7 million. The 20 percent
(20%) state match for these grants was provided through proposition bond funds. The
federal and State capitalization was in addition to an average of $85.1 million in
principal and interest repayments returning to the DWSRF from outstanding loans. A
majority of the federal capitalization funds were provided for eligible planning and
construction projects as described above. However, the State Water Board did allocate
approximately $38.1 million of these federal funds between SFY 2016-17 and 2017-18
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for other eligible activities known as the “Set-Asides.” The DWSRF set-asides are
characterized as the DWSRF Administration Set-Aside, the Small Water System
Technical Assistance Set-Aside, the State Program Management Set-Aside, and the
Local Assistance Set-Aside. The DWSRF Set-Asides provided for the State Water
Board’s administration of the DWSRF as well as technical assistance to small water
systems in helping them establish their eligibility for DWSRF funding. The State
Program Management Set-Aside subsidized the State Water Board’s Division of
Drinking Water (DDW) and its public water system supervision activities. Finally, the
Local Assistance Set-Aside provided for technical assistance to public water systems in
support of the State Water Board’s Capacity Development strategy. In general, the
Capacity Development Strategy aims to restore or maintain a PWS’s capacity to
technically, managerially and financially (TMF) own and operate its system. The Local
Assistance Set-Aside funded third-party technical assistance contractors, which
provided a suite of services, trainings, and workshops relating to PWS TMF. The Local
Assistance set-aside also funded technical assistance provided by DDW in support of
the Capacity Development Strategy.
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l. INTRODUCTION

he California State Water Resources Control Board (State Water Board),

Division of Financial Assistance (DFA) presents the Drinking Water State

Revolving Fund (DWSRF) annual report for State Fiscal Year (SFY) 2016-17.
The State Water Board provided approximately $227 million in new DWSREF financing
for 31 planning and construction projects to address drinking water issues. This report
describes how the State Water Board met the objectives for the DWSRF Program
identified in the SFY 2016-17 DWSRF Intended Use Plan (IUP).
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Il. PROGRAM SUMMARY

The federal Safe Drinking Water
Act (SDWA), as amended in 1996,
authorized the creation of the
national DWSRF program to help public
water systems to achieve or maintain
compliance with SDWA requirements
and protect public health through the
funding of drinking water infrastructure
projects. Section 1452 of the SDWA
grants the United States Environmental
Protection Agency (USEPA) the authority
to award capitalization grants to state
DWSRF programs, which in turn provide
low interest and subsidized funding for
the projects. More information about
the DWSRF program is located on the
State Water Board’s DWSRF website at
www.waterboards.ca.gov/dwsrf.

The State Water Board has promoted
and protected the health and safety of
Californians through the administration
of the DWSRF since July 1, 2014.
Previously, the California Department of
Public Health and California’s Health and
Human Services Agency administered the
DWSRF program. Since the beginning of
the program, public water systems have
received DWSRF funding for drinking
water infrastructure improvements via
below market financing and additional
subsidy (i.e. principal forgiveness).
DWSRF funding is derived from federal
capitalization grants from the USEPA as
well as associated state match, revolving
principal and interest repayments, and
other leveraged funds and investment
earnings.

DFA administers the DWSRF program
and provides planning and construction
financing through the DWSRF to eligible
applicants, which include publicly and
privately-owned community and non-
profit, non-community water systems.
DWSREF financing is generally prioritized

for “ready-to-proceed” eligible projects
based upon a public health benefits
system where projects addressing acute
and chronic primary drinking water
standards are prioritized over projects
addressing secondary drinking water
standards and other aging infrastructure.

The State Water Board uses portions
of the capitalization grant from USEPA,
known as the set-asides, to provide for
the administration of the DWSRF as well
as provide services such as small water
system technical assistance (SWSTA),
and technical, managerial and financial

Los Angeles Department of Water & Power
Headworks Reservoir Project

DWSRF Financing = 71—27

(TMF) capacity development assistance
for public water systems. The DWSRF
set-asides also subsidize the Division of
Drinking Water’s Public Water System
Supervision (PWSS) and TMF Capacity
Development programs, as well as
past implementation of a Source Water
Protection (SWP) program.

As of June 30, 2017:

e The cumulative DWSRF funds
available for planning and construction

235,853
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financial assistance since inception
was approximately $2.58 billion.

e An additional $222,036,000 of
cumulative DWSRF set-aside funds
were available.

e The State Water Board, and
preceding departments/agencies, had
committed approximately 106 percent
(106%) of available funds to planning

and construction projects through

binding commitments (executed
financing agreements).
e The State Water Board, and

preceding departments/agencies, had
disbursed approximately 81 percent
(81%) of available funds for planning
and construction projects, as well as
disbursed 95 percent (95%) of the
available DWSREF set-aside funds.

Cumulative DWSRF program activity from inception through the end of SFY 2016-17

is further described in Table 1 below.

Table 1: Cumulative Program Activity'

DWSRF Construction and Planning Funding

Activity Life of Program

Number of Binding Commitments 429

Value of Binding Commitments $2.74 billion?
Disbursements and Expenditures $2.09 billion?
Balance of Funding Agreements $650 million

DWSREF Set-Aside Funding

DWSREF Set-Aside Amount $ 222 million®
DWSRF Set-Aside Expenditures $ 214 million®
Balance of Set-Asides $ 10.7 million

The State Water Board funded a variety
of planning and construction projects
through the DWSRF in SFY 2016-17 to
address a range of public water systems
and public health issues. Specifically, the
State Water Board funded projects from
the DWSREF for the benefit of both small
water systems (populations less than
10,000 people) and large water systems
(populations  over 10,000 people).
The projects funded were categorized
according to their function.

Figure 1 shows the amount of funding
awarded to small and large water systems
in SFY 2016-17 while Figure 2 shows
the number of projects funded by size

of water system. In summary, the State
Water Board provided approximately
1.6 times (1.6x) more funding for large
water systems than small water systems.
However, the State Water Board actually
funded more small water system projects
than large water system projects in SFY
2016-17. This annual commitment trend
mirrors the cumulative commitment trend
of the DWSRF program, both in California
and nationally. A greater amount of small
water system projects receive funding
because of their public health needs,
while a greater amount of funding is
provided to large water systems because
of the large scope and cost of such large
water system projects.

Program activity includes matching funds provided by funding recipients.
ZAmount includes ARRA funds and excludes set-aside funds (including LEFA and other local assistance funds).

SAmount includes LEFA and other local assistance funds.
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Figure 1
SFY 2016-17 DWSRF
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Figure 2
SFY 2016-17 DWSRF
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Figure 3 shows the SFY 2016-17
DWSREF percentage of funding by project
type and its associated function in the
conveyance of drinking water. Project
types included planning and design,
treatment, transmission and distribution,
source water, storage, land acquisition and
other functions. In summary, a majority
of SFY 2016-17 DWSRF financing was
for the improvement of drinking water

transmission and distribution systems
as they tended to be more expensive.
Two transmission projects amounted
to more than 50 percent (50%) of total
funding. Approximately 15 percent (15%)
of the SFY 2016-17 DWSRF funding was
awarded to address treatment systems
and the mitigation of arsenic as the
primary contaminant.

Figure 3
SFY 2016-17 DWSRF Percentage of Funding by
Project Type/Function
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2% \

® Planning and Design Only

B Treatment

® Transmission & Distribution
H Source
m Storage

m Restructure

Page 12



Iill. PROGRAM GOALS AND
FINANCIAL RESULTS

A. Short-Term Goals

This section describes the State Water Board'’s efforts to meet the following short term
goals set in the SFY 2016-17 IUP. These goals provided the framework that guided
State Water Board’s decision-making, maximization, and prioritization of both staff and

funding sources.

1. Continue public transparency and
communication by posting application
status reports online.

DWSREF application status reports were
posted quarterly on the State Water
Board’s DWSRF website throughout SFY
2016-17 to ensure continuous public
transparency and communication. The
reports included the applicant's name,
project manager’s name, project number,
project name, the dates each application
package was received, and whether a
funding decision was in progress.

2. Continue to develop and implement
a web-enabled Loans and Grant
Tracking System (LGTS) platform and
database.

The State Water Board implemented a
new web-based LGTS platform for the
DWSRF in SFY 2016-17. DFA began
fully utilizing the new web-based LGTS
in SFY 2016-17 while the Division of
Administrative Services (DAS) continued
to test the new web-based LGTS for full
operation scheduled in early SFY 2017-
18. The new web-based LGTS platform
has resulted in increased functionality
and access by State Water Board staff
and has created greater operational
efficiencies.

3. Continue and further develop the
collaboration between Division of
Drinking Water (DDW) and DFA
to identify public health issues
and evaluate solutions for Small
Water Systems (SWSs), including
consolidation where feasible.

DFA and DDW staff continued to
collaborate on project solutions for small
water systems, including consolidation,
in SFY 2016-17. Specifically, DFA
management regularly met with DDW
management to assess funding priorities
for small water systems, including
those systems suffering from arsenic
contamination.

DFA and DDW also continued to
collaborate on funding solutions for a
variety of consolidation projects for small
water systems. At the project concept
stage, DFA staff worked with DDW
Consolidation Specialists to identify
communities for consolidation using
technical assistance resources.

Thereafter, Consolidation Specialists
and DDW District Engineers regularly
consulted with DFA project managers
and supervisors on relevant financing
applications and the implementation
of consolidation for these small water
systems.
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4. Continue marketing and outreach
efforts to Public Water Systems
(PWSs), including Spanish translation
services, newsletters, and social
media to advertise the new application
process and the availability of
technical assistance to assist small,
disadvantaged communities.

DFA continued to participate in various
PWS marketing and outreach efforts in
SFY 2016-17. Specifically, DFA marketed
the DWSRF program at six California
Financing and Coordinating Committee
events, two California  Technical
Assistance Provider (CalTAP) fairs, two
distribution symposia (intensive hands-
on events for water system operators
and new board members) as well as 128
other online and onsite workshops and
outreach events.

DFA also produced and distributed five
Office of Sustainable Water Solutions
(OSWS) newsletters in English and
Spanish in SFY 2016-17. In general,
the OSWS newsletters informed small
drinking water and wastewater systems,
as well as associated stakeholders, about
funding opportunities, project activities
and related topics such as TMF capacity
development. The August 2016 newsletter
featured wupdates on Proposition 1
projects funded to date and the October
2016 issue presented information on
managerial capacity for systems. The
January 2017 issue highlighted achieving
drinking water compliance through
consolidation between the City of Santa
Rosa and various mobile home parks.
The April 2017 issue highlighted the City
of Hanford’s efforts in assisting a variety
of small water systems in achieving
compliance through consolidation with
the city. These newsletters are available
online, in both English and Spanish, at
www.waterboards.ca.gov/water_issues/
programs/grants_loans/sustainable_
water_solutions/

5. Apply for and accept the anticipated
Federal Fiscal Year (FFY) 2016
Capitalization Grant (2016
Capitalization Grant) from USEPA.
Upon award, commit funds from the
2016 Capitalization Grant, including
the associated State Match, by
June 30, 2017, such that the federal
funds can be utilized in an efficient
and timely manner in accordance with
40 CFR §35.3550(c).

The State Water Board finalized its FFY
2016 Capitalization Grant application to
the USEPA in the late summer of 2016.
The USEPA awarded the FFY 2016
Capitalization Grant to the State Water
Board on September 12, 2016 for a
total of $78,215,000. Upon award, the
State Water Board had already allocated
sufficient Proposition 1 Drinking Water
appropriation to satisfy state match.

Additionally, with a total commitment of
$226,720,912 for SFY 2016-17 to various
planning and construction projects,
DFA exceeded the amount necessary
to ensure the obligation of the 2016
Capitalization Grant by June 30, 2017.
This commitment amount, combined with
prior year commitments encumbered
against federal funds, enabled the timely
liquidation of project funds budgeted
under the 2016 Capitalization Grant within
SFY 2016-17.

6. Ensure that at least 20 percent (20%),
but not more than 30 percent (30%),
of the 2016 Capitalization Grant
is provided to eligible recipients in
the form of additional subsidy (i.e.
principal forgiveness).

While the State Water Board had
anticipated that the maximum amount of
additional subsidy would be 30 percent
(30%) of the 2016 Capitalization Grant,
as it had in prior years, the actual
Capitalization Grant authorized the State
Water Board to provide up to 50 percent
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(50%) of the 2016 Capitalization Grant as
principal forgiveness, with the additional
20% to be awarded as initial financing
beginning October 1, 2015% As of
June 30, 2017, the State Water Board had
provided 38 percent (38%) of the 2016
Capitalization Grant as additional subsidy,
in the form of principal forgiveness,
to new binding commitments as well
as amendments to prior years binding
commitments. Based upon the SFY 2016-
17 IUP, it was the intent of the State Water
Board to provide the maximum amount of
principal forgiveness allowed by USEPA
to small disadvantaged communities.
The remaining balance of uncommitted
principal forgiveness from the 2016
Capitalization Grant, approximately 12
percent (12%), is expected to be awarded
to eligible recipients in the near future.

7. Prioritize all available DWSRF
funding for PWSs serving fewer than
10,000 people to the maximum extent
practicable and in consideration of
other federal and state authorities
governing the prioritization of DWSRF
funding.

The State Water Board continued to
prioritize  DWSRF funding for PWSs
serving less than 10,000 people in SFY
2016-17, especially as such small water
systems often suffer from significant
public health risks and TMF deficiencies.
As a result of small water system funding
prioritization, the DWSRF provided
$86,612,876 in DWSRF funding to small
water systems in SFY 2016-17 (Exhibit
A, page 42). The total amount of DWSRF
funding to small water systems over
the life of the program now totals over
$391,695,687, constituting 16 percent
(16%) of total DWSRF funding provided.
Conversely, the number of small water

system projects funded in SFY 2016-17
totaled 24 and the cumulative total of
small water system projects funded over
the life of the program now totals over
294, constituting 69 percent (69%) of the
total number of DWSRF funded projects.

8. Continue updating the State Water
Board’s Operating Agreement with
USEPA to represent current program
operations. The update to the State
Water Board’s DWSRF Operating
Agreement will include, at minimum,
any changes to the State’s DWSRF
policies and procedures, including
changes to statutes and regulations,
since the State Water Board’s
DWSRF Operating Agreement was
last executed.

DFA substantially completed a draft of a
revised DWSRF Operating Agreement
in SFY 2016-17. It is anticipated that the
revised DWSRF Operating Agreement will
be finalized in the near future. DFA intends
to include the executed agreement as an
appendix to the DWSRF Policy.

9. Facilitate drought relief through
expedited funding efforts to
help ensure that eligible PWSs

experiencing drought-related drinking
water emergencies or facing imminent
threats of drought related drinking
water emergencies will achieve
permanent solutions.

The DWSRF did not fund any projects
in SFY 2016-17 as a direct result of the
California drought. Drought relief funding
was provided from other emergency
state funding sources in SFY 2016-17.
Additionally, the Governor declared an
end to the drought emergency on April 7,
2017, via Executive Order No. B-40-17.

*USEPA requirements also allow for the 2016 Capitalization Grant principal forgiveness allotment to be awarded for the
purchase, refinance, or restructuring of debt obligations where such debt was incurred after December 18, 2015.



10. Continue to maintain the State
Water Board’'s DWSRF federal
unliquidated obligation (ULO)

balance in accordance with USEPA
Memorandum from Peter Grevatt,
Director, Office of Ground Water and
Drinking Water, dated April 14, 2014,
Drinking Water State Revolving Fund
(DWSRF) Unliquidated Obligations
(ULO) Reduction Strategy.

The State Water Board continued to
maintain an acceptable DWSRF federal
ULO balance in SFY 2016-17 of less than
two capitalization grants per USEPA's
DWSRF ULO Reductions Strategy.
Specifically, the DWSRF federal ULO was
$17.3 million as of June 30, 2017, which
was $143.6 million less than the maximum
$160.9 million allowed per USEPAs
ULO reduction strategy.  California’s
acceptable DWSRF ULO balance was
maintained in SFY 2016-17 through the
commitment of funds in prior fiscal years
and their associated disbursements.
The prior year’s commitments ensured
an acceptable DWSRF ULO balance in
SFY 2016-17 substantially because of
cash flow modeling and the prioritization
of eligible construction projects that
were ready to proceed with construction
activities.

11. Continue to provide DWSRF funding
to PWSs when possible for the
installation of new water meters in
order to promote the DWSRF Green
Project Reserve.

The State Water Board continued to
promote the DWSRF Green Project
Reserve in SFY 2016-17 by providing
$2,032,745 in DWSRF funding for one
project involving the installation of water
meters (Exhibit B, page 43). This water
meter project enabled the State Water
Board to satisfy USEPA’s optional Green
Project Reserve while also promoting the
State Water Board’s goal of encouraging

water conservation and effective water
management.

12. Incorporate USEPA’s claims eligibility
guidance into the State Water Board’s
claims guidance when such guidance
is finalized by USEPA.

As of June 30, 2017, USEPA had not
provided its national DWSRF claims
guidance. Therefore, the State Water
Board was unable to achieve this short-
term goal in SFY 2016-17.

13. Reduce instances of noncompliance
with drinking water standards and
requirements by providing technical
assistance to SWSs that have
significant SDWA violations.

The State Water Board continued to
provide a suite of technical assistance
in SFY 2016-17 to small water systems,
especially those with significant SDWA
violations. Specifically, the DWSRF set-
asides funded third-party contractors that
provided a variety of assistance to small
water systems relating to TMF capacity
development. See Section VI (page 35)
below for more information on DWSRF
technical assistance. DFA also continued
to fund technical assistance for a variety of
projects under Proposition 1. Additionally,
DFA and DDW provided direct technical
assistance to small water systems with
significant SDWA violations. Examples of
such direct technical assistance included:

e Meeting with DDW consolidation
specialists and applicants to discuss
project concepts before applications
were submitted.

e Reviewing applications with minimal
material submitted and guiding them
to complete additional application
packages.

e Helping funding recipients properly
prepare and submit reimbursement
claims.
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14. Continue to require PWSs receiving
assistance to wundergo a TMF
assessment.

DWSREF applicants continued to provide
a TMF assessment of their public water
system and its operations for DWSRF
applications submitted in SFY 2016-17.
DFA project managers also continued
to complete evaluations of such
assessments as part of an application
review for DWSRF funding eligibility. As
further described in Section V(E) (page 32)
of this annual report, DWSRF applicants
that lacked TMF capacity were also
offered technical assistance by the State
Water Board in 2016-17 to help such
applicants resolve their TMF deficiencies.

15. Initiate efforts to update and provide
recommended changes to the
DWSRF Policy to further make the
DWSRF program more efficient.

DFA made substantial progress on a
proposed draft amendment to the DWSRF
Policy in SFY 2016-17 to achieve further
efficiencies in the DWSRF program and
to further align the DWSRF and Clean
Water State Revolving Fund (CWSREF)
programs. It is anticipated that the
State Water Board will consider the first
amendment to the DWSRF Policy in late
SFY 2017-18 or early SFY 2018-19.

Page 17



B. Long-Term Goals

This section discusses the State Water Board'’s efforts to meet the following long-term
goals for the DWSRF program. These goals represent the State Water Board’s efforts
to carry out the objectives of the SDWA as well as other drinking water goals of the

State Water Board.

1. Address Significant Risks to Public
Health

The State Water Board remained
committed to helping PWSs address
significant risks to public health in SFY
2016-17 by providing both construction
and planning funding as well as technical
assistance to public water systems. More
than 60 percent (60%) of the projects
funded under the DWSRF in SFY 2016-
17 addressed primary drinking water
standards (page 25). This effort in SFY
2016-17 was achieved through the
coordination of funding prioritization
between DFA and DDW. Specifically,
DFA staff in OSWS met regularly with
DDW District staff and management to
assess the prioritization of projects for
small disadvantaged communities as well
as technical assistance in helping such
PWSs obtain DWSRF funding.

A specific effort was also undertaken to
monitor and report on the progress of
drinking water systems with pending
applications for funding to address arsenic
violations. DFA staff provided monthly
updates to DDW on the status of arsenic
projects, including which application
materials still needed to be submitted by
the applicant; whether the applicant was
receiving technical assistance; whether
the project had received funding; and an
anticipated return to compliance date.

2. Ensure SDWA Compliance

DFAcontinuedto prioritize DWSRF funding
for projects that restored or prevented a
PWS’s non-compliance with the SDWA.
DFA coordinated such prioritizations for
funding with DDW. DFA staff continued
to make technical assistance available

to help small water systems apply for
planning and construction funding. DDW
also continued its permitting, inspection,
monitoring and enforcement activities for
compliance with SDWA.

3. Improve Information Exchange

DFA staff worked with State Water Board’s
Division of Information Technology (DIT)
staff to launch an application that allows
the public to access the status of funding
requests using mobile devices, now
available at public.waterboards.ca.gov/
srfmobilestatus/.

DFA previously provided the funding
status report to the public via a large
spreadsheet, which was difficult to read on
mobile devices — often the only accessible
method of accessing online data for
small, disadvantaged communities in
remote areas. This mobile application
has proven critical to communicate with
applicants, environmental justice groups,
and technical assistance providers to help
them navigate the funding process. The
mobile application works on a variety of
mobile devices, including tablets and cell
phones.

4. Improve Management of Drinking
Water Spatial Data

Due to the transition of the drinking water
program from the California Department
of Public Health (CDPH) to the State
Water Board, the Geographic Information
System (GIS) mapping responsibilities
for PWS locations throughout California
now resides with DDW. In SFY 2016-
17, DDW continued to work with the
Office of Environmental Health Hazard
Assessment (OEHHA) to add/update
boundary maps for all community water
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systems. It is anticipated that DDW will
continue to update such GIS mapping
data throughout SFY 2017-18.

5. Provide Affordable Financing
Alternatives

The State Water Board continued to
provide below market financing and
principal forgiveness in SFY 2016-17 to
facilitate affordable funding alternatives
for communities throughout California.
The average interest rate for SFY 2016-
17 was 1.7 percent (1.7%), half of
California’s general obligation bond rate,
and well below market rates. DWSRF
principal forgiveness was combined with
certain funds provided under Proposition
1 to further facilitate affordable financing
for California’s small disadvantaged
communities. Approximately $114.6
million in DWSRF principal forgiveness
and Proposition 1 grant funds were
awarded for the benefit of small
disadvantaged communities in SFY 2016-
17.

6. Acknowledge and Address Household
Affordability Constraints

The State Water Board continued to
acknowledge the affordability constraints
of public water systems in SFY 2016-17,
continued to provide principal forgiveness
and below market interest rate financing,
and continued to encourage consolidation
of water systems to improve economies
of scale. Specifically, DFA continued to
implement a simplified affordability criteria
for awarding principal forgiveness, which
was first included in the SFY 2016-17 IUP.
The SFY 2016-17 IUP also expanded 30-
year financing terms for all PWSs owned
by a public agency, subject to USEPA
review and approval. USEPA Region 9
acknowledged California’s DWSRF 30-
year financing program in its Performance
Evaluation Report, dated June 28, 2017,
and in related discussion, as further
discussed below.

Furthermore, the State Water Board
continues to work with the Board of
Equalization and relevant stakeholders
in the development and subsequent
implementation of the Low-Income
Water Rate Assistance Program, per the
passage of Assembly Bill 401 (Dodd).
Through AB 401, a collaborative plan is
being developed that includes a series
of recommendations for cost-effective
methods of offering assistance to low-
income water customers as well as
provides recommendations for possible
legislative action needed to fulfill this
assistance. In SFY 2016-17, State Water
Board staff held several public meetings
and a stakeholder workshop to inform
stakeholders about the development of
the AB 401 report.

Finally, the State Water Board continued
with its consolidation incentive program
by offering $5 million in zero percent
(0%) construction financing where a PWS
agreed to fully consolidate a PWS serving
a small disadvantaged community
(Consolidation Incentive Project). As of
June 30, 2017, DFA had not yet funded a
Consolidation Incentive Project because
of a lack of eligible demand. The SFY
2017-18 IUP has since increased
the maximum financing amount for a
Consolidation Incentive Project from $5
million to $10 million with the expectation
of further incentivizing consolidations of
public water systems.

7. Ensure Program Outcomes

The State Water Board continued to
monitor and manage the DWSRF in a
financially sound manner to ensure a self-
sustaining source of funding for PWSs to
achieve and maintain SDWA compliance.
As a result, the commitment of DWSRF
funds within SFY 2016-17 exceeded the
minimum funding targets resulting in
PWSs receiving the necessary funding
to address SDWA compliance issues.
The projects funded by the DWSRF in
SFY 2016-17 mitigated a variety of public
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health issues, including surface water
treatment compliance, source capacity
and reliability, groundwater treatment, and
delivery capability. DWSRF funds were
also prioritized to such projects because
the recipients were “ready to proceed’
to both a funding agreement and their
construction activities.

Due to the prioritization of funding
to “ready-to-proceed” projects that
addressed public health priorities, the
State Water Board also successfully
managed DWSRF finances to ensure
the compliance with the USEPA's ULO
reduction strategy. The DWSRF set-
asides were also employed in SFY
2016-17 to provide for the administration
of the DWSRF and the State Water
Board’s PWSS program under DDW, as
well as TMF and small water technical
assistance. In accordance with USEPA’s
ULO reduction strategy for DWSRF
set-asides, USEPA granted the State
Water Board a 1-year extension on the
liquidation of the 2014 Local Assistance
set-aside, which was satisfied by the
State Water Board in the late spring of
2017, almost 4 months in advance of the
liquidation deadline.

8. Ensure TMF Capacity of PWSs

The State Water Board continued to
ensure the TMF capacity of PWSs and
further defined roles and responsibilities
in SFY 2016-17 for the implementation
of the State Water Board’s Capacity
Development Strategy. In summary, DFA
transferred the Technical, Managerial
and Financial Capacity Coordinator to
DDW. However, DFA continued to work

with DDW to improve PWSs’ TMF. DDW
and DFA began meeting to re-evaluate
the Capacity Development program
and to better align and incorporate TMF
elements into the DDW sanitary surveys
of PWSs. DDW and DFA also began
assessing methodologies for tracking
the elements of TMF and how best to
provide updated TMF training to internal
staff, including Local Primacy Agencies
(LPA) staff. It is anticipated that the re-
development of the State Water Board’s
Capacity Development Strategy and
the processes for its implementation
will continue into SFY 2017-18. It is
also anticipated that DDW and DFA will
continue to meet with TMF technical
assistance providers including California
Rural Water Association (CRWA), Rural
Community  Assistance  Corporation
(RCACQC), and Self-Help Enterprises (SHE)
to further improve technical assistance
services in support of TMF.

9. Further Enhance the State Water
Boards’ LGTS

The State Water Board continued
to enhance its LGTS database in
combination with web-enabling the
platform. A variety of upgrades and
modifications to LGTS were performed
in SFY 2016-17 under a general
maintenance contract with the database
developer. Some of the enhancements
included additional Proposition 1 and
other program reporting functions,
integration of other DFA funding
programs, and additional functionality
for monitoring technical assistance
contracts.
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C. Operating Agreement and Capitalization Grant Conditions

The State Water Board agreed to meet a number of conditions described in the DWSRF
Operating Agreement and DWSRF Federal Capitalization Grant agreements. These

conditions were met as described below.

1. Assistance Activities

The State Water Board continued to
provide DWSRF funding to eligible
public water systems in SFY 2016-17 for
projects needed to achieve or maintain
compliance with safe drinking water
standards. All activities funded were
eligible under Section 35.3520 of Title
40 of Code of Federal Regulations. A
total of $226,720,912 in new DWSRF
funding was awarded to 31 projects
in SFY 2016-17. DWSRF funds were
provided to eligible recipients to enhance
drinking water treatment, distribution,
storage, installation of meters, as well as
ensure water system reliability through
the installation of interties and the
consolidation of public water systems.
Water quality issues such as arsenic
and nitrate contamination, as well as
groundwater under direct influence,
and disinfection by-product formation
continued to be addressed in SFY 2016-
17. Eligible recipients included privately
and publicly owned community and
non-profit non-community public water
systems. The projects and public water
systems funded in SFY 2016-17 are
further detailed in Exhibit C (page 44).

In contrast, 17 of 70 projects listed in
the SFY 2016-17 DWSRF Fundable List
were not funded by the DWSRF. Exhibit
D (page 46) lists these projects and the
reasons they did not receive DWSRF
funding in SFY 2016-17. The high
demand for drinking water improvement
funding in California required the State
Water Board to prioritize projects based
upon their public health benefits as well
as the recipient’s readiness to proceed to
funding agreement.

2. Eligible Categories of Projects and
Financing Terms

The State Water Board continued to
provide below-market financing and
additional subsidy in SFY 2016-17 for
projects ranked in Categories A-F
(page 25) of the DWSRF public health
prioritization scheme. The State Water
Board also generally prioritized higher
ranked public health categories and
projects benefiting small disadvantaged
communities in SFY 2016-17. Types
of assistance included loans and
installment sale agreements for the
planning, design, and construction of
drinking water infrastructure projects.

Principal forgiveness was provided to
SWSs that served disadvantaged and
severely disadvantaged communities.
SWSs serving disadvantaged
communities generally received zero
percent (0%) interest rates on DWSRF
repayable financing. The standard
interest rate for all other repayable
financing averaged one and seven-tenths
of one percent (1.7%), which was one-
half the state’s average general obligation
rate, as established each calendar
year. Standard repayable financing for
construction projects was amortized
over a 20-year period. Repayable
financing was amortized over 30 years
for PWSs serving small disadvantaged
communities.

3. Provide a State Match

The State Water Board demonstrated
the source of its twenty percent (20%)
general state match requirements for the
2016 DWSREF Capitalization Grantin SFY
2016-17 through a short-term financing
with the California Infrastructure and

Page 21



Economic Development Bank (IBank).
Specifically, in the fall of 2016, the State
Water Board leveraged DWSRF interest
earnings to secure $35 million in additional
DWSRF State Match (2016 IBank State
Match). On October 5, 2016, the State
Water Board adopted Resolution 2016-
055, which authorized this short-term
financing with the IBank. The 2016 IBank
State Match was subsequently liquidated
in SFY 2016-17 thereby allowing the
State Water Board to disburse project
funds budgeted under the 2015 and
2016 DWSRF Capitalization Grant in
accordance with USEPA’'s ULO reduction
strategy.

The State Water Board also continued to
encumber DWSRF state match provided
under Chapter 5, Section 79724 of
Proposition 1 (Prop 1 Drinking Water).
Approximately, $45.1 million of Prop 1
Drinking Water was encumbered as state
match under the DWSREF in SFY 2016-17,
constituting over-match for future DWSRF
capitalization grants. In summary, as of
June 30, 2017, California had provided
approximately $89.1 million in cumulative
state match funds to the DWSRF program
through a combination of state general
obligation bond revenue proceeds, local
match, and short-term financings with the
IBank.

California also provided approximately
$7.82 million in additional 1:1 matching
funds for the $7.82 million budgeted for
the 2016 State Program Management
set-aside. Specifically, the $7.82 million
in 1:1 matching funds were provided, in
part, through a $24.54 million General
Fund appropriation to the State Water
Board’s Safe Drinking Water Account in
support of PWSS activities. During SFY
2016-17, the State Water Board expended
the entire 1:1 match amount.

4. Binding Commitments Within One
Year

The State Water Board continued to
commit DWSRF funding to projects in

an amount equal to or greater than 120
percent (120%) of each federal payment
within one year of receipt of that payment.
As of June 30, 2017, executed funding
agreements totaled approximately $2.74
billion, or 168 percent (168%) of the
approximately $1.63 billion in federal
payments received for DWSRF loans as
of June 30, 2017.

5. Expeditious and Timely Expenditure

The State Water Board continued to make
timely and expeditious use of DWSRF
funds, especially federal capitalization
grant funds in accordance with USEPA’s
ULO reduction strategy. USEPA's ULO
reduction strategy generally requires
that no more than two DWSRF federal
capitalization grants remain undisbursed
at any one time. As of June 30, 2017, the
State Water Board had only $17.3 million
in undisbursed 2015 and 2016 DWSRF
Capitalization Grant funds, of which
approximately 62 percent (62%) were
predominantly set-aside funds already
allocated for eligible use.

This timely and expeditious use of
DWSREF federal capitalization grant funds
was substantially achieved through cash-
flow modeling and the over-commitment
of DWSRF funds in SFY 2016-17 and
prior fiscal years. In SFY 2016-17, there
was no minimum funding agreement
amount to ensure optimal use of DWSRF
funds without leveraging.  Therefore,
the State Water Board exceeded the
minimum  commitment amount by
awarding approximately $227 million
in DWSRF funds by June 30, 2017. As
described in the SFY 2016-17 IUP, the
minimum commitment amount depended
upon projected funding disbursements
relative to existing fund balances and
projected future revenues such that the
DWSREF fund balance did not substantially
decrease below $100 million.

The timely and expeditious use of
DWSREF funds was also satisfied through
the prompt and efficient processing of
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DWSRF reimbursement claims. To
ensure timely reimbursement, DWSRF
claims were generally reviewed and
paid within 30 days from recipient of a
complete claim. DFA staff reviewed and
approved complete disbursement claims
generally within 10 days, then routed
the claims to DAS for processing. DAS
generally processed claims within seven
calendar days of receiving the claim,
and the State Controller’s Office (SCO)
generally issued a check (warrant) within
3-5 calendar days to the funding recipient.

The State Water Board continued to draw
federal funds in SFY 2016-17 from the
United States Treasury via the Automated
Standard Application for Payments
(ASAP) system as warrants are issued
by SCO. ASAP is a request and delivery
system of federal funds developed by the
Financial Management Service of the
United States Treasury and the Federal
Reserve Bank. By using ASAP, the State
Water Board draws funds from USEPA
for expenditures incurred by the DWSRF
program in an expeditious and timely
manner. Draw requests are made within
oneweek ofanissued warrant. Requested
funds are also deposited electronically
the next business day to account(s)
specified by the State Water Board. For
the DWSRF set-aside accounts, federal
draws are typically requested through
ASAP on a monthly basis for the prior
month’s administration costs.

To further enable the timely and
expeditious use of DWSRF funds, the
State Water Board encumbered most
loan balances to DWSRF federal funds
to ensure the prompt liquidation of
federal capitalization grants as claims
for reimbursement were processed. As
of June 30, 2017, approximately $647.6
million of DWSRF financings had been
encumbered, but not yet liquidated, to
available DWSRF federal funds ($17.3
million), constituting a 37:1 ratio.

6. Disadvantaged Business Enterprise
(DBE) Objectives and Davis-
Bacon and American Iron and Steel
Requirements

The State Water Board negotiated a total
fair share DBE objective with the USEPA
beginning FFY 2014-15 for the DWSRF
program. The objective was two percent
(2%) for the Minority Owned Business
Enterprises (MBE) and one percent (1%)
for Women Owned Business Enterprises
(WBE) participation for a combined three
percent (3%) goal. Funding recipients
reported participation as 0.02 percent
(0.02%) for MBE and 0.02 percent (0.02%)
for WBE. Exhibit E (page 49) provides a
breakdown of DBE participation. The
State Water Board will continue to monitor
participation to ensure that the “positive
effort process” is followed by funding
recipients.

All DWSREF funded projects were required
to comply with Davis-Bacon prevailing
wage requirements in SFY 2016-17. Each
funding agreement included provisions
requiring applicants to follow Davis-
Bacon requirements. DFA conducted
a variety of surveillance activities
throughout SFY 2016-17 to ensure
each recipient’s compliance with Davis-
Bacon requirements. Such surveillance
activities included (1) reviewing recipient
and sub-recipient reports and compliance
certifications; (2) tracking compliance with
federal annual monitoring requirements;
and (3) annually reviewing quarterly site
inspection reports to verify the adequacy
of site inspections and other control
activities.

DWSRF funding recipients were also
required to use American-made iron
and steel products (AIS) in SFY 2016-
17 pursuant to USEPA guidelines for
projects involving the construction,
alteration, maintenance, or repair of a
public water system or public treatment
works. DWSRF funding recipients were
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only exempt from this AIS requirement
if the project qualified under a national
or project specific AIS waiver from
USEPA. To ensure compliance with AlIS
requirements, the AIS provisions were
included in DWSREF financing agreements
and DFA examined recipient records for
AIS certifications and/or any AIS waivers
during project inspections.

7. Additional Subsidy
Requirements

and Green

The State Water Board continued to
provide the maximum amount of available
additional subsidy in the form of principal
forgiveness in SFY 2016-17 for the
benefit of small water systems serving
disadvantaged communities. Since the
inception of the DWSRF program, federal
regulations have allowed for up to 30
percent (30%) of a capitalization grant to
be provided as additional subsidy (i.e.,

principal forgiveness) to “disadvantaged
communities,” regardless of the size
of the public water system. In 2016,
Congress added a twenty percent (20%)
additional subsidy allotment, separate
from the thirty percent (30%) additional
subsidy allocation for disadvantaged
communities.

The State Water Board’s SFY 2016-17
IUP directed that the maximum amount
of additional subsidy allowed under
federal rules and regulations be awarded
to “disadvantaged communities,”
and recently “small disadvantaged
communities,” in the form of principal
forgiveness. Table 2 shows the
amounts necessary for compliance with
rules governing the allotment and use of
DWSREF principal forgiveness. Exhibit B
(page 43) identifies 20 additional subsidy
projects funded in SFY 2016-17.

Table 2: Additional Subsidization Funding

Uncommitted

Grant Award Minimum Maximum Sug;)idmmpi\ttr:c?unt Subsidy Disbursed UndeiijbSlijésed
SFY Subsidy Amount ~ Subsidy by FFY y Amount by Subsidy Amount y
Amount by FFY Grant Amount by
by FFY Grant® Grant . FFY Grant by SFY?®
Assignment® . SFY?®
Assignment’
2010 10-11 $126,958,000 $38,087,400.00 $38,087,400.00 $38,087,400.00 $0.00 $421,440.13 $0.00
2011 11-12 $86,698,000 $26,009,400.00 $26,009,400.00 $2,463,128.00 $0.00 $6,619,511.33 $0.00
2012 12-13 $85,358,000 $17,071,600.00 $25,607,400.00 $25,590,180.00 $0.00 $9,117,174.68 $0.00
2013 13-14 $78,770,000 $15,754,000.00 $23,631,000.00 $23,305,524.00 $0.00 $12,097,245.42 $0.00
2014 14-15 $83,521,000 $16,704,200.00 $24,966,300.00 $24,966,399.00 $0.00 $16,094,684.79 $0.00
2015 15-16 $83,674,000 $16,534,800.00 $24,802,200.00 $24,802,200.00 $0.00 $29,422,208.98 $0.00
2016 16-17 $78,215,000 $15,643,000.00 $39,107,500.00 $29,716,515.00 $9,390,985.00 $31,649,428.95 $85,519,552.72
Totals $621,894,000 $145,804,400.00 $202,211,200.00 $190,941,247.00 $9,390,985.00 $105,421,694.28 $85,519,552.72

SUSEPA generally requires the State Water Board commit and expend a minimum amount of a DWSRF capitalization grant to
projects that qualify under the rules and requirements of USEPA's “Green Project Reserve.”
8In accordance with USEPA procedures, these amounts represent the additional subsidy committed to eligible DWSRF
projects and assigned under the additional subsidy authority of the respective DWSRF capitalization grant as of 6/30/2017.
"In accordance with USEPA procedures, these amounts represent the additional subsidy balances under the maximum
authority of the respective DWSRF capitalization grant that have not been committed to eligible DWSRF projects as of

6/30/2017.

These amounts represent the additional subsidy disbursements of the assigned projects per State fiscal year. In accordance
with USEPA Policy, the additional subsidy is encumbered and expended from any available funding sources within the DWSRF

(i.e. federal capitalization grants, state match, repayment funds).

®This amount represents the total encumbering balance as well as the additional subsidy authority not yet encumbered as of

6/30/2017.
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Besides additional subsidy, the State
Water Board may also allocate a portion
of a capitalization grant to projects with
“green” benefits (Green Project Reserve).
In SFY 2016-17, Green Project Reserve
funding was awarded to recipients for
projects that included the installation

Table 3: Green Project Reserve Funding

of water meters due to their water
conservation and efficiency benefits.
Table 3 shows the amount of DWSRF
funding assigned to current and prior year
capitalization grants to satisfy the optional
DWSRF Green Project Reserve.

FFY Grant Grant Award Minimum Green Committed Green Disbursed Green Undisbursed
Amount Project Reserve Project Reserve Project Reserve Green Project
Amount by FFY Amount Per FFY Amount by SFY2 Reserve Amount
Grant'® Grant Assignment"' by SFY*
2010 10-11 $126,958,000 $25,391,600 $25,391,600 $0 $0
2011 11-12 $86,698,000 $17,339,600 $26,013,832 $12,457,278 $0
2012 12-13 $85,358,000 $0 $8,527,464 $31,819,690 $0
2013 13-14 $78,770,000 $0 $0 $7,037,464 $0
2014 14-15 $83,221,000 $0 $0 $2,242,734 $0
2015 15-16 $83,674,000 $0 $521,670 $2,715,139 $0
2016 16-17 $78,215,000 $0 $2,032,745 $2,203,628 $3,920,378
Totals $621,894,000 $42,731,200 $62,487,311 $58,566,933 $3,920,378

8. Federal Funding Accountability and
Transparency Act

The State Water Board reported four
projects totaling $80,330,207 into the
Federal Funding Accountability and
Transparency Act (FFATA) Subaward
Reporting System (FSRS) in SFY
2016-17 to satisfy the FFATA reporting
requirements for the FFY 2016 DWSRF
Capitalization Grant. The FFATA, along
with associated Office of Management
and Budget (OMB) directives, and
interpretive guidance from USEPA,
requires the State Water Board to report
sub-recipient information on the use
of capitalization grants awarded after
October 1, 2010. The DWSRF program
began reporting FFATA data in FFY 2011

on an equivalency basis, by choosing
loans that equaled the total DWSRF grant
amount received from the USEPA. The
DWSRF program continues to report
FFATA loan data on an equivalency basis
to the FSRS (Exhibit F, page 50).

9. Environmental Federal Cross-Cutters

The State Water Board used the State
Environmental Review Process (SERP)
to review the environmental impacts
of projects in SFY 2016-17. While the
SERP generally follows the requirements
of the California Environmental Quality
Act (CEQA), each applicant had to also
complete and submit an Evaluation Form
for Federal Environmental Coordination
(Evaluation Form). DWSRF staffconsulted

PUSEPA requires the State Water Board to commit and expend a minimum amount of DWSRF capitalization grant to projects
that qualify under the rules and requirements of USEPA's “Green Project Reserve.”

"In accordance with USEPA procedures, these amounts represent the DWSRF project amounts committed and assigned
under the Green Project Reserve authority of the respective DWSRF capitalization grant as of 6/30/2017.

"2These amounts represent the Green Project Reserve disbursements for each respective state fiscal year. Per USEPA policy,
the Green Project Reserve funding is not necessarily encumbered and liquidated from DWSRF capitalization grants.

3This amount represents the total encumbering balance of Green Project Reserve funding as well as the minimum Green

Project Reserve Authority not yet encumbered as of 6/30/2017.
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with the appropriate federal agencies on
projects with known or potential impacts
under federal environmental regulations,
consistent with the Operating Agreement
between the State Water Board and
USEPA.

10. Single Audit Act

The State Water Board continued to
require recipients receiving an executed
agreement in SFY 2016-17 to comply
with applicable provisions of the federal
Single Audit Act of 1984, OMB Circular
No. A-133 and 2 CFR Part 200, subpart
F, and updates or revisions, thereto.
Specifically, the State Water Board

included the applicable Single Audit Act
requirements in all

DWSRF financial

assistance agreements executed in SFY
2016-17 and required reporting by funding
recipients if the recipient received more
than $750,000 in combined federal funds
for a given fiscal year. DAS also issued to
DWSREF recipients in the summer of 2016
a summary of federal funds disbursed
to those recipients in SFY 2015-16.
Thereafter, DFA and DAS assisted the
State Treasurer’s Office in securing any
required SFY 2015-16 Single Audit Act
reports from DWSRF funding recipients by
the deadline of March 2017. DFAand DAS
also coordinated with DWSRF funding
recipients and the State Treasurer’s Office
on any compliance concerns with the use
of DWSRF federal funds disclosed in a
Single Audit Act report.
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D. Financial Activity
1. Net Assets

Net assets of the DWSRF program are shown below:

Statement of Net Assets

June 30, 2017 and June 30, 2016
(in thousands)

Assets 2017 2016
Current Assets $ 383,729 $ 433,846
Other Assets $1,347,378 $1,162,689
Total Assets $1,731,107 $1,596,535
Liabilities

Current Liabilities $ 2,232 $ 5,933
Non-Current Liabilities $ 0 $ 0
Total Liabilities $ 2,232 $ 5,933
Net Assets

Restricted $ 0 $ 0
Unrestricted $1,728,875 $1,590,602
Total Net Assets $1,728,875 $1,590,602

2. Revenues

Revenue for the DWSRF program is

described in its Financial Statements. The

total revenues for SFY 2016-17 were $189

million. Revenues for the period of this report were as follows:

Loan Interest Income: $17.7 million
Net Investment Income: $2.0 million
Capitalization Grants - Principal Forgiveness Receipts: $6.7 million
State Match Revenue: $13.6 million
Capitalization Grant: $138.1 million
State Match Revenue — Principal Forgiveness: $10.6 million
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3. Disbursements and Expenses

Total disbursements are based on Financial Statements and do not include matching
funds provided by funding recipients. Total disbursements for SFY 2016-17 were

$344 million. Disbursements for the period of this report were made as follows:

Loan disbursements: $254 million
Grants disbursements: $2.0 million
Principal Forgiveness disbursements: $31.9 million
Employees’ salaries and vendors’ payments: $20.4 million
Principal paid for state match loan: $36 million
State match fees paid: $2 thousand
Interest paid on state match loan: $20 thousand

4. Extended Term Financing and Reduced Interest Rate

In accordance with federal rules and regulations, the State Water Board continued to
provide extended term financing (ETF) in the form of 30-year loan repayment terms to
funding applicants that served disadvantaged communities. In SFY 2016-17, seven
(7) projects received approximately $160,201,379 in ETF as shown in Exhibit G (page
51).

ETF for disadvantaged communities has historically proven to be more manageable
financing for funding recipients than twenty-year financing. Providing ETF for
disadvantaged communities has not jeopardized the financial strength of the DWSRF
program, but instead has led to an increased demand for funding. This has provided a
steadier flow of funds returning to the program. Such demand has been critical in the
State Water Board’s reduction of historical ULOs.

Prior to 2015, state law permitted zero percent (0%) interest rate loans from the
DWSREF if the funding applicant served a disadvantaged community, regardless of the
water system size. In 2015, the California Legislature directed the State Water Board
to provide zero percent (0%) interest rate financing if the funding recipient served a
disadvantaged community with financial hardship. The State Water Board’s DWSRF
Policy defines financial hardship to mean the funding applicant is a small water system
with high residential water rates. In its IUPs beginning in SFY 2015-16, to ensure the
long-term financial growth of the fund while considering the financial limitations of
certain public water system types, the State Water Board has limited zero percent (0%)
interest rate financing to small water systems serving disadvantaged communities.

5. DWSREF Credit Risk

Each funding recipient must pledge or dedicate one or more sources of revenue
toward the payment of its DWSREF financing. For publicly owned entities, dedicated
sources of revenue are generally water rate revenues, but may also be any number
of revenue sources, special tax pledges, or other pledgeable income. For privately
owned entities, the dedicated source of repayment is generally a Uniform Commercial
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Code (UCC)-1 security interest by the State Water Board on all of the entity’s water
revenue accounts.

In SFY 2016-17, the DWSRF program did not restructure any commitments due to a
recipient’s inability to make payment on its DWSRF financing. The drought’s potential
impacts on revenue streams of loan recipients due to water conservation measures
did not result in any requests for loan restructuring or warnings about potential delays
or defaults in payment.

In SFY 2016-17, there was no allowance for uncollectible accounts as all repayments
remained current and all repayable financings were anticipated to be repaid in
accordance with the financing terms. As in prior years, there were no repayment
defaults in the DWSRF program and State Water Board staff continues to work diligently
to ensure that funding agreements were secure and all payments were made on time
and in full. Staff efforts included using a variety of analysis and monitoring measures
to reduce the possibility of non-payment and continually evaluating additional steps to
ensure full and timely payments.
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IV. PUBLIC HEALTH BENEFITS

program has the strength and versatility to address a wide range of water quality

The contributions of the DWSRF program to water quality are diverse. The

issues. To the maximum extent possible, in SFY 2016-17, priority was given
to projects that addressed the most serious risks to human health, were necessary to
ensure compliance with SDWA requirements, and assisted water systems in need the
most on a per household basis. Projects were ranked by categories below:

Public Health Category Description

Category A: Immediate Health Risk

Category B: Untreated or At-Risk Sources
Category C: Compliance or Shortage Problems
Category D: Inadequate Reliability

Category E: Secondary Risks

Category F: Other Projects

The information below summarizes the public health benefits from DWSRF projects
funded. The data supporting this summary was reported to the USEPA through the
DWSREF Project Benefits Reporting (PBR) database.

A. Projects in SFY 2016-17 Will Help Achieve and Maintain

SDWA Goals

1. There were 31 projects funded by the DWSRF program.

2. 1,736,859 people reside within the boundaries of the projects funded.

3. $65,253,735 in principal forgiveness was provided to these projects.

4. Projects funded by the DWSRF program fall into the categories noted earlier,
as defined in the DWSRF Policy, Section V.C. The projects funded and their
categories were as follows:

Public Health Category | Description Number of Projects
Category A: Immediate Health Risk 3
Category B: Untreated or At-Risk Sources 6
Category C: Compliance or Shortage Problems 10
Category D: Inadequate Reliability 3
Category E: Secondary Risks 3
Category F: Other Projects 6
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DWSRF Projects Achieve Multiple Benefits

DWSREF projects provide benefits to water system improvement projects in many
different ways. Figure 4 and Figure 5 show the many benefits commonly provided
by DWSRF projects.

$38,799,141.00.

$2,032,745.00

$28,604,784.00

$1,000,000.00

Number of Projects

16

14

12

10

Figure 4

Water System Improvements
(Project Type by Cost)

Total Financed: $226,720,912

$15,478,773.00

Figure 5

$6,216,500.00

$134,588,969.00

Water Sysytem Improvements

Total Financed: 31 Projects

Type of Project

m Consolidation

m Conveyance

= Desalination

m Groundwater Treatment
= Meters

= Source Reliability

= Surface Water Treatment

= Consolidation

m Conveyance

m Desalination

m Groundwater Treatment
m Meters

= Source Reliability

m Surface Water Treatmen
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C. Highlights of Projects Funded by DWSRF in SFY 2016-17

Region 1
+ North Gualala Water Company..........

Region 3
+ City of Santa Barbara Water Department........... $55m

@
Region 4
+ Los Angeles Department of Water and Power
(2-PTOJECES) ..o $108m
@

31 Total Projects Funded: $227 million
NOTE: There are no Projects in Region 2, 8, or 9

Reg

ion 5

Napa County Schools: Pope Valley.................... $68k
Winship Elementary School
Gratton School DiStriCt..........cocevrereeiiierenns

Donner Summit Public Utility District ................ $385k
Las Deltas Mutual Water System
City Of COIUSA ..o

Del Oro Water Company - Walnut Creek.......... $500k
Tahoe City Public Utility District

City of San Joaquin..........ccocevrererircrciinireins

City of LIVINGSION ....vvveireircrciccicccees .
Washington Union High School .. ..$2.4m
Orange Center School............. ..$2.9m
Pershing High School ..o, $3m
Armona Community Services District ...$9.2m
\City of Fresno (2-projects) .................coouuuuuurcc $222m

N

Region 6
+ GordonAcres.......... $468k

Region 7
+ Heber Public Utility District ..o .
+ Elsinor Valley MWD (2-projects) .........c.coc.n. $10.2m
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V. ADMINISTRATIVE AND
PROGRAMMATIC UPDATES

A. Performance Evaluation
Report

On June 28, 2017, the USEPA presented
the State Water Board a combined
Program Evaluation Report (PER) for
the CWSRF and DWSRF programs
for SFY 2015-16. The PER addressed
California’s performance and compliance
with the requirements of the base
program activities of the DWSRF, and
USEPA made observations and provided
recommendations for follow up actions
related to the elements listed below

1. Required Program Elements

(@) Funding Eligibility

(b) Compliance  with  Federal
Requirements  and Grant
Conditions: i.e., Cross-Cutting
Authorities, American Iron and
Steel, Davis Bacon, Additional
Subsidy, and Green Projects
and Reporting

(c) Set-aside Activity
(d)  Status of Corrective Action Plan

2. Reaquired Financial Elements

(@) Rules of Cash Draw (including
improper payments)

(b)  Timely and Expeditious Use of
Funds

Regarding Funding Eligibility, USEPA
acknowledged the State Water Board’s
intention to begin offering ETF to non-
disadvantaged communities. USEPA
waived its requirement to demonstrate,
through a 5 year/10% decrease analysis,
that future lending capacity would not be
significantly impacted. USEPA’s waiver

of this requirement was conditioned on
the following:

1. The State Water Board’s Intended
Use Plans must include five-year
prospective impact analyses resulting

from proposed ETF amounts in that
SFY.

2. The proposed annualized ETF
amounts and resulting fiscal impact
must be made available publicly
as part of the State Water Board’s
consideration of future DWSRF
Intended Use Plans.

3. USEPA must be notified and provided
the opportunity to review the proposed
ETF amounts and the resulting fiscal
impact and provide comments/
concerns as part of the State Water
Board’s consideration and adoption of
future DWSRF Intended Use Plans.

4. The State Water Board must include in
its annual DWSRF reports to USEPA
the actual amounts of ETF provided
and the resulting fiscal impact on the

DWSRF.

In related discussions, USEPA
acknowledged the State Water Board’s
use of non-loan financing instruments as
part of its ETF program, including bonds
and installment sale agreements.

Regarding Compliance with Federal
Requirements and Grant Conditions,
specifically the PBR, USEPA noted that
it had found no missing data in critical
fields of the PBR, but it found several
inconsistencies between the project
information reported in the California
DWSRF Annual Report versus the PBR.
USEPA asked the State Water Board
to review and correct the non-critical
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field inconsistencies within the PBR by
September 30, 2017, and the State Water
Board did so.

Regarding Set-aside Activity, specifically
DWSRF Withholding Determinations,
USEPA indicated that the State Water
Board’s Operator Certification and
Capacity Development programs met the
intent of the Safe Drinking Water Act and
made incremental improvements to meet
community needs. USEPA expressed
concern with regard to the timeliness of
submission and thoroughness of content
of the annual and triennial reports for
those programs. USEPA recommended
that the State Water Board prioritize the
development and submission of complete
reports in a timely manner (i.e. by
August 15 of each year) to allow USEPA
sufficient review time to help ensure
full award of the DWSRF capitalization
grant. The State Water Board is working
towards prioritizing the development and
submission of the annual and triennial
reports. The development of each report
requires coordination between DDW and
DFA. Both Divisions are working towards
meeting USEPA’'s recommendation.

Additionally, with respect to coordination
between the DWSRF and PWSS
programs regarding the Capacity
Development program and Operator
Certification program, USEPA observed
that communication and coordination
challenges had developed as a result
of Capacity Development and Operator
Certification programs having been
separated from the PWSS program and
placed with DFA. USEPA noted the State
WaterBoard’srequesttopostponerevising
the Capacity Development Strategy to
allow the reorganized program to settle in
at the State Water Board and to see any
potential effects of pending legislation.
USEPArecommended thatthe State Water
Board revise its Capacity Development
Strategy by December 30, 2017, to reflect
any changes to the capacity development

program implemented in recent years.
USEPA suggested that updating the
strategy might ease the effort needed to
improve the capacity development annual
report.

Regarding the Corrective Action Plan,
USEPA noted that it had sent a letter to
the State Water Board on May 17, 2016,
finding that the DWSRF had returned
to compliance with the financial
requirements, officially closing the
Corrective Action Plan.

USEPA will continue to meet with the
State Water Board periodically to discuss
financial performance requirements as
well as other aspects with regard to the
implementation of the DWSRF.

Regarding Rules of Cash Draw and
Improper Payments, USEPA tested
eleven (11) California DWSRF cash
transactions selected through statistical
sampling. Of these, one transaction
contained an improper payment of
$0.30 due to the State Water Board
miscalculating and underpaying a claim
to the Los Angeles Department of Water
and Power (LADWP). On May 9, 2017,
the State Water Board notified USEPA
that it had disbursed the full amount to
LADWP.

Regarding Timely and Expeditious Use,
USEPA noted that its DWSRF ULO
strategy requires the full liquidation of
capitalization grants within two years
of award. USEPA can grant a one-
year liquidation extension to states,
upon request. The State Water Board
requested and USEPA granted an
extension to September 30, 2017, with
regard to the 2014 DWSRF Capitalization
Grant, FS-98934914. On June 5, 2017,
the State Water Board fully liquidated
the 2014 DWSRF Capitalization Grant
and notified USEPA shortly thereafter as
required.
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B. Comprehensive List

The Comprehensive List identified
projects potentially eligible for funding
assistance from the DWSRF program.
As DFA received applications, it assigned
each project a category from Section
V.C.1 of the DWSRF Policy, then
recommended that the Executive Director
of the State Water Board, in consultation
with DDW, either add the project to the
Comprehensive List or update an existing
project. The Executive Director updated
the Comprehensive List four times.

C. Fundable List and Project
Bypass

There were 70 projects identified on the
fundable list of projects in the SFY 2016-
17 IUP, detailed in Exhibit H (page 52). Of
these 70 projects, 37 were planning and 33
were construction projects. The DWSRF
program awarded funding to 10 planning
projects and 21 construction projects.
Prop 1 Drinking Water funds were
awarded to 62 projects. The remaining
projects’ status is noted in Exhibit D (page
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D. Marketing Updates

State Water Board staff participated in
six California Financing Coordinating
Committee (CFCC) funding fairs during
SFY 2016-17. The funding fairs provide
members of the public and infrastructure
development  professionals  current
information on funding options available
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Conference; and the Association of
California Water Agencies 2017 Spring
Conference.

E. Technical Assistance
Updates

The DWSRF program budgeted two
percent (2%) of the 2016 Capitalization
Grant along with prior year capitalization
grants for SWSTA. SWSTA focuses on
small water systems. Its primary goals
are to reduce the instances of non-
compliance with drinking water standards
and requirements, establish and assure
safe and dependable water supplies,
improve operational capability, and
establish or improve the TMF capacity of
small water systems.

The SWSTA set-aside funded technical
and administrative staff within DFA and
their technical assistance to small water
systems. Assistance by DFA staff included
helping small water systems identify
drinking water problems and potential
solutions, assisting in the preparation
of funding applications, reviewing TMF
assessments, and evaluating potential
funding eligibility.  Staff also helped
resolve ownership issues, right-of-way
disputes, as well as interceded and
mediated with adjacent water systems
regarding potential water interties and
consolidation projects. SWSTA set-aside
also provided partial funding for technical
and administrative staff of the Proposition
84 funding program. They prepared
Proposition 84 planning projects for
small water systems that led to DWSRF
construction funding.

The budgeting and expenditures of the
SWSTA set-aside as of June 30, 2017 are
shown in Exhibit | (page 57).

F. Prop 1 Drinking Water
Update

The State Water Board and DFA continued
to implement and award funding to

planning and construction projects using
DWSRF and Prop 1 Drinking Water
funds. Due to extensive coordination
between funding sources, $227 million
of DWSRF funding was awarded to 31
planning and construction projects, of
which $89.1 million were actually Prop
1 Drinking Water funds serving as state
match for the DWSRF program. $50.8
million of Prop 1 Drinking Water funds
were also awarded to 50 planning and
construction projects separately from the
DWSRF. In addition, $25.9 million was
awarded to 12 Drinking Water technical
assistance projects. Exhibit J (page 61)
lists the 62 projects funded exclusively
by Prop 1 Drinking Water in SFY 2016-
17. In total, Prop 1 Drinking Water
awarded $165.8 million to PWS serving
small, disadvantaged communities. The
State Water Board’s co-management of
DWSRF and Prop 1 Drinking Water funds
further enabled California to capitalize
and maximize state match for the DWSRF
while simultaneously providing financial
benefits to California’s PWSs, especially
those PWSs serving small, disadvantaged
communities. The tremendous amount
of funding provided through the DWSRF
in SFY 2016-17 has also enabled the
State Water Board to maintain a low and
acceptable federal ULO balance for the
near future.

G. Consolidation Incentive
Program

The Consolidation Incentive Program, as
described in the SFY 2016-2017 IUP, did
not receive requests during SFY 2016-
17, but was revised to draw potential
projects. In June 2017, the State Water
Board adopted the SFY 2017-2018
IUP, which increased the zero percent
consolidation incentive program from up
to $5 million to up to $10 million. Zero
percent (0%) interest rate financing may
be awarded for an eligible construction
project (incentive project) that benefits an
eligible PWS, if such a PWS completes
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a full consolidation with a water system
serving a small disadvantaged or small
severely disadvantaged community.

H. LEFA Program

The Legal Entity Formation Assistance
(LEFA) program was established as
a pilot program, which provided grant
funding to assist communities not
currently served domestic water from
an existing community water system,
and public water systems not eligible
for DWSRF funding due to the lack of
an eligible entity. These communities
and systems also have domestic water
sources with a water quality or quantity
public health problem. The purpose of the
LEFA program was to provide financial
assistance for the formation of a legal
entity for such communities, which would
have among other things, the authority to
own and/or operate a public water system,
assess rates and charges for domestic
water supply, or have the authority to
consolidate with an existing public water
system. Once an appropriate governing
entity was identified and/or formed as
applicable, that governing entity would be
able to apply for planning or construction
funding.

Of the 21 LEFA applications received, 15
financing agreements were executed, one

(1) applicant withdrew, and five (5) did not
result in projects that could be financed
by the State Water Board, as shown in
Exhibit K (page 64). All funded projects
were completed as of June 30, 2017.
Not all funded projects resulted in the
formation of a governing entity primarily
due to the lack of community support.

I. DWSRF Source Water
Protection Program

California established the DWSRF
program with federal capitalization grants
awarded by the USEPA. A portion of
these funds was set aside for SWP loans.

Funding for the SWP program provides
loans to public water systems for the
purchase of land or conservation
easements. A public water system may
only purchase land or a conservation
easement from a willing party. The
purchase must be for the purposes of
protecting the system’s source water
and ensuring compliance with national
drinking water regulations. The DWSRF
program evaluated all projects using the
priority system described within the IUP
in effect at the time such SWP loans were
awarded.

As of SFY 2016-17, the program had
set aside a total of $24,889,390 from the

LEFA Project - Okieville - 2 Tanks as 2 Owners Occupied Homes on Property Where Wells Were Dry
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2000-2005 Capitalization Grants for this
program, but, due to lack of demand from
public water systems, subsequent federal
grant amendments returned $22,889,390
from the 2000-2005 Capitalization Grants

to the DWSRF infrastructure loan fund.
As shown in Table 4, $2,000,000 has
been committed and expended for SWP
loans.

Table 4: Source Water Protection Loan Set-Asides

Funding Project No. Category Population Executed FA  Contract No. Loan Amount Grant Amount Total Funding

Recipient Date Assistance
Contra Costa 0710003-017 SWP 201,100 9/1/2003 2001SWP101 $2,000,000_ $0 $2,000,000
Water District
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Vi. SET-ASIDES

he DWSRF program used a percentage of each federal capitalization grant as

I “set-asides” in SFY 2016-17 to fund the administration of the DWSRF program
as well as other activities critical to the success of the program. The set-aside
accounts included DWSRF Administration, SWSTA, State Program Management, and
Local Assistance Special Programs. These set-asides aided in either administering
the DWSRF program or providing funding and other technical assistance to PWSs.
The State Water Board budgeted 26 percent (26%) of the 2016 Capitalization Grant
for all four (4) set-asides, totaling $20,335,900. As of June 30, 2017, the State Water
Board had expended $9,779,051 of the funds budgeted for set-aside activities from
the 2016 Capitalization Grant. It is anticipated, that the remaining balance of the 2016

Capitalization Grant set-aside funds will be liquidated no later than SFY 2018-19.

A. Administration Set-Aside

The State Water Board budgeted four
percent (4%) of the 2016 Capitalization
Grant, totaling $3,128,600, along with prior
years’ DWSRF Administration set-aside
funds in SFY 2016-17 for the management
of the DWSRF program by DFA, DAS,
Division of Information Technology (DIT),
and the Office of Chief Counsel. The State
Water Board expended $2,115,728 from
the Administration set-aside under the
2016 Capitalization Grant. The DWSRF
Administration set-aside funded technical
and administrative personnel within DFA
who prepared construction and planning
approvals and agreements, inspected and
evaluated projects, and processed claims
for reimbursement. The Administration
set-aside also funded personnel activities
associated with various project tracking
and reporting required by USEPA as well
as other state and federal agencies. The
Administration set-aside also funded
legal activities within the State Water
Board’s Office of Chief Counsel relating
to the review of agreements and legal
advising on a variety of programmatic
issues including the IUP, revenue bond
requirements, and implementation of
various State and federal requirements.
Finally, the DWSRF Administration set-
aside funded through indirect expenditure
a variety of administrative support from

DAS and DIT, including accounting and
budget office support as well IT support.

A portion of the Administration set-aside
also funded state procurement contracts
with other entities, such as the accounting
firm CliftonLarsonAllen. In SFY 2016-17,
CliftonLarsonAllen completed the federal
single-audit of the DWSRF program
for SFY 2015-16 and produced audited
financials for the DWSRF program and
are included as Exhibit L (page 65).

The budgeting and expenditures of the
DWSRF Administration set-aside, as of
June 30, 2017, are shown in Exhibit |
(page 57).

B. Small Water System
Technical Assistance
(SWSTA) Set-Aside

The State Water Board budgeted two
percent (2%) of the 2016 Capitalization
Grant, totaling $1,564,300, along with
prior year SWSTA set-aside funds in
SFY 2016-17. The State Water Board
expended $146,627 from the SWSTA
set-aside under the 2016 Capitalization
Grant. The SWSTA set-aside funded
DFA staff and their technical assistance
provided to small water systems. The
primary goal of DFA’'s small water system
technical assistance is to assist small
water systems to become eligible for

Page 41



DWSREF financing to reduce the instances
of non-compliance with drinking water
standards and requirements; establish
and assure safe and dependable water
supplies; improve operational capability,
and establish or improve their TMF
capacities.

The SWSTA set-aside funded technical
and administrative staff within DFA and
their technical assistance to small water
systems. Assistance by staff included
helping small water systems identify
drinking water problems and potential
solutions, assisting in the preparation
of funding applications, reviewing TMF
assessments, and evaluating potential
funding eligibility. Staff also helped resolve
ownership issues, right-of-way disputes,
as well as interceded and mediated
with adjacent water systems regarding
potential water interties and consolidation
projects. The SWSTA also enabled DFA
technical and administrative staff to assist
third-party technical assistance providers
and their suite of tasks further described
below.

The budgeting and expenditures of the
SWSTA Set-Aside as of June 30, 2017,
are shown in Exhibit | (page 57).

C. Local Assistance Set-
Aside

The State Water Board budgeted ten
percent (10%) of the 2016 Capitalization
Grant, along with prior year Capitalization
Grants in SFY 2016-17, for technical
assistance to public water systems to
support the State Water Board’s TMF
Capacity Development Strategy. The
State Water Board expended $885,568
from the Local Assistance set-aside
under the 2016 Capitalization Grant. It
is anticipated that the remaining balance
of the 2016 Local Assistance set-aside
will be liquidated over the next couple of
years, especially since such funds will be
made available to DDW for their technical

assistance to PWS in support of the State
Water Board’s Capacity Development
Strategy.

A majority of the Local Assistance set-
aside funds were expended for third-
party technical assistance contracts with
CRWA, RCAC, SHE, and California-
Nevada chapter of the American
Water Works Association (AWWA).
CRWA, RCAC and SHE provided on-
site technical assistance, including
income surveys, water rate studies,
and DWSRF application development
as well as provided or participated in a
variety of online and onsite workshops,
symposiums and fairs, which benefited
over 2,200 public water systems in SFY
2016-17. CRWA, RCAC, and SHE also
provided TMF assistance in SFY 2016-17,
including mutual water company board
training, public water system operation
training, and water system ownership
research. The California-Nevada chapter
of AWWA provided technical assistance in
the validation water audits for urban water
suppliers in support of the State Water
Board’s Capacity Development Strategy.

In addition, RCAC developed and
conducted statewide onsite and online
training workshops that focused on
building the TMF capacity of public
water systems. In SFY 2016-17, RCAC
held two CalTAP funding fairs. The fairs
provided information on free services and
materials available to the water systems
and included two water symposiums that
focused on water system components
(source to tap) and distribution system
operation and maintenance. The CalTAP
fairs averaged 59 attendees and the
symposia averaged 32 attendees. In
addition to the funding fairs, RCAC held
46 onsite and 82 online workshops.
Board members, water system staff, and
operators from more than 1,922 individual
water systems participated in the training
events. RCAC utilized feedback from
training and workshop attendees to
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improve its organizations effectiveness in
communicating with the public and ability
to provide helpful information.

The remaining expenditures of Local
Assistance set-aside in SFY 2016-17
were for technical and administrative staff
within DFA and their efforts to provide
assistance to public water systems in
support of the State Water Board’s TMF
Capacity Development Strategy. DFA
staff oversaw and engaged third-party
technical assistance contractors on the
activities described above, as well as
assisted funding applicants in achieving
the TMF capacity necessary to be eligible
for DWSREF funding; advised and reviewed
proposed water system consolidations
and interties; assisted and mediated in
legal entity formation and water system
ownership issues; and reviewed water
rate studies.

The budgeting and expenditures of the
DWSRF Local Assistance set-aside, as
of June 30, 2017, are shown in Exhibit |
(page 57).

D. State Program
Management Set-Aside

The State Water Board budgeted ten
percent (10%) of the 2016 Capitalization
Grant, along with prior year Capitalization
Grants, forthe State Program Management
set-aside in SFY 2016-17. The State
Water Board expended $6,631,127 from
the State Program Management set-aside
under the 2016 Capitalization Grant.
This set-aside funded DDW’s PWSS
regulatory program. In SFY 2016-17, the
State Program Management set-aside
subsidized a pro-rated portion of DDW’s
permitting, inspection,  compliance,
monitoring (PICM) activities as well as the
general administration activities of DDW
with the PWSS grant and California’s safe
drinking water cost-recovery account.

In general, DDW staff conducted
inspections and surveys of both large

and small water systems, evaluated
treatment and infrastructure improvement
needs, reviewed plans and specifications
in relation to and for conformance with
treatment requirements, and assisted
public water systems with state and
federal drinking water compliance issues.
The State Program Management set-
aside funds were used to enhance
emergency preparedness and terrorism/
disaster response preparedness of the
PWSS program as well as California’s
public water systems. The DWSRF

program also utilized this set-aside to
enhance and manage its data reporting
mechanisms, including the Safe Drinking

Water Information System (SDWIS). The
TMF capacity development activities
inherent within the PICM activities of
DDW were partially funded by the set-
aside as well.

The budgeting and expenditures of the
State Program Management set-aside as
of June 30, 2017, are shown in Exhibit |
(page 57).
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AC RO NYM

akré,nim/

noun

an abbreviation formed from the initial letters of other words and pronounced as a

word (e.g., DWSRF, SWRCB).

ARRA
ASAP
AWWA
CalTap
CDPH
CRWA
CWSRF
DAS
DBE
DDW
DFA
DIT
DWSRF
ETF
FFATA
FFY
FSRS
IUP
LEFA
LGTS
MBE
OMB
OosSws
PBR
PICM
PWS
PWSS
RCAC
SCO
SERP
SDWA
SFY
SHE
SWP
SWS
SWSTA
TMF
ULO
USEPA
WBE

American Recovery and Reinvestment Act of 2009
Automated Standard Application of Payments
American Water Works Association

California Technical Assistance Provider

California Department of Public Health

California Rural Water Association

Clean Water State Revolving Fund

Division of Administrative Services

Disadvantaged Business Enterprise

Division of Drinking Water

Division of Financial Assistance

Division of Information Technology

Drinking Water State Revolving Fund

Extended Term Financing

Federal Funding Accountability and Transparency Act
Federal Fiscal Year

Federal Funding Accountability and Transparency Act Subaward Reporting System

Intended Use Plan

Legal Entity Formation Assistance

Loans and Grants Tracking System
Minority Owned Business Enterprise
Office of Management and Budget

Office of Sustainable Water Solutions
Project Benefits Reporting Database
Permitting, Inspection, Compliance, Monitoring
Public Water Systems

Public Water System Supervision

Rural Community Assistance Corporation
State Controller’s Office

State Environmental Review Process
Safe Drinking Water Act

State Fiscal Year

Self-Help Enterprises

Source Water Protection

Small Water System

Small Water System Technical Assistance
Technical, Managerial, Financial
Unliquidated Obligation

United States Environmental Protection Agency
Women Owned Business Enterprise
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Vill. EXHIBITS

Exhibit A Small Water Systems Funding in SFY 16-17

Exhibit C | Projects Funded by Public Health Needs Categories in SFY 16-17
Exhibit E | Disadvantaged Business Enterprise Report for SFY 16-17
Exhibit G | Extended Term Financing Projects in SFY 16-17

Exhibit | | Cumulative DWSRF Set-Aside Expenditures

Exhibit K | Cumulative LEFA Projects
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EXHIBIT A: SMALL WATER SYSTEMS
FUNDING IN SFY 16-17

Funding Recipient Project Number Principal Forgiveness Total SRF Funding ~ FA Execution Date Financial Status
Amador Water Agency 0310012-006C $2,761,773.00 $2,761,773.00 10/26/2016 Disadvantaged
Amador Water Agency 0310012-003C $1,933,403.00 $1,933,403.00 10/26/2016 Disadvantaged
Donner Summit Public Utility District 2910016-003C $2,173,600.00 $543,400.00 $2,717,000.00 7/1/2016 Disadvantaged
Eastern Municipal Water District 3310009-067C $2,986,500.00 $2,986,500.00 711212016 Severely Disadvantaged
Georgetown Divide Public Utility District | 0910013-005C $10,000,000.00 $10,000,000.00 12/2/2016 Not Disadvantaged
City of Hughson 5010008-011C $5,000,000.00 $3,327,753.00 $8,327,753.00 4/24/2017 Disadvantaged
Jackson Valley Irrigation District 0300037-002C $9,600,000.00 $9,600,000.00 5/3/2017 Disadvantaged
City of Kerman 1000248-002C $3,230,000.00 $3,230,000.00 7/11/2016 Severely Disadvantaged
Keyes Community Service District 5010009-003C $10,349,941.00 $3,489,243.00 $13,839,184.00 211712017 Disadvantaged
Lanare Community Services District 1000053-004C $3,580,000.00 $3,580,000.00 8/25/2016 Severely Disadvantaged
Palo Verde County Water District 1300616-001C $1,248,022.00 $1,248,022.00 3/14/2017 Severely Disadvantaged
Pioneer Union School District 0900309-001C $355,000.00 $355,000.00 716/2016 Severely Disadvantaged
Pleasant Valley Joint Union Elementary | 4000774-001C $999,480.00 $999,480.00 6/7/2017 Severely Disadvantaged
School District
City of Rio Dell 1210012-007C $665,876.00 $665,876.00 10/21/2016 Disadvantaged
Sanger Unified School District 1000112-002C $2,033,300.00 $2,033,300.00 12/2/2016 Severely Disadvantaged
Shasta Community Services District 4510013-004C $4,292,840.00 $4,292,840.00 5/25/2017 Disadvantaged
South Tahoe Public Utility District 0910002-010C $2,032,745.00 $2,032,745.00 8/16/2016 Disadvantaged
Department of Water Resources 5410010-017C $13,300,000.00 $13,300,000.00 5/16/2017 Severely Disadvantaged
Antelope Elementary School District 5200506-001P2 $242,400.00 $242,400.00 11/18/2016 Disadvantaged
Center Water Company 3600070-003P $600.00 $600.00 12/2/2016 Severely Disadvantaged
City of Escalon 3910003-001P $450,000.00 $450,000.00 6/15/2017 Not Disadvantaged
Joshua Basin Water District 3610025-001P $1,516,000.00 $1,516,000.00 1/18/2017 Disadvantaged
Paskenta Community Services District | 5200534-003P $500,000.00 $500,000.00 716/2016 Severely Disadvantaged
Warner Unified School District 3701010-003P $1,000.00 $1,000.00 2/17/2017 Severely Disadvantaged
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EXHIBIT B: GREEN and ADDITIONAL SUBSIDY
PROJECTS FUNDED IN SFY 16-17

Green Projects Funded

Funding Recipient Project Number Principal Loan Total SRF Funding | FA Execution Date Status
Forgiveness
South Tahoe Public Utility District 0910002-010C $0 $2,032,745 $2,032,745 8/16/2016 Disadvantaged
Additional Subsidy Projects Funded

Amador Water Agency 0310021-003C $1,933,403 $0 $1,933,403 10/26/2016 Disadvantaged
Eastern Municipal Water District 3310009-067C $2,986,500 $0 $2,986,500 7/12/2016 Severely Disadvantaged
Department of Water Resources 5410010-017C $13,300,000 $0 $13,300,000 5/16/2017 Severely Disadvantaged
Antelope Elementary School District 5200506-001P2 $242,400 $0 $242,400 11/18/2016 Disadvantaged
Donner Summit Public Utility District 2910016-003C $2,173,600 $543,400 $2,717,000 71112016 Disadvantaged
Jackson Valley Irrigation District 0300037-002C $9,600,000 $0 $9,600,000 5/3/2017 Disadvantaged
Palo Verde County Water District 1300616-001C $1,248,022 $0 $1,248,022 3/14/12017 Severely Disadvantaged
Paskenta Community Services District 5200534-003P $500,000 $0 $500,000 71612016 Severely Disadvantaged
Amador Water Agency 0310012-006C $2,761,773 $0 $2,761,773 10/26/2016 Disadvantaged
City of Hughson 5010008-011C $5,000,000 $3,327,753 $8,327,753 4/24/2017 Disadvantaged
City of Kerman 1000248-002C $3,230,000 $0 $3,230,000 7/11/2016 Severely Disadvantaged
Keyes Community 5010009-003C $10,349,941 $3,489,243 $13,839,184 211712017 Disadvantaged
Pleasant Valley Joint Union Elementary 4000774-001C $999,480 $0 $999,480 6/7/2017 Severely Disadvantaged
School District
Sanger Unified School District 1000112-002C $2,033,300 $0 $2,033,300 12/2/2016 Severely Disadvantaged
Warner Unified School District 3701010-003P $1,000 $0 $1,000 211712017 Severely Disadvantaged
Center Water Company 3600070-003P $600 $0 $600 12/2/2016 Severely Disadvantaged
Lanare Community Services District 1000053-004C $3,580,000 $0 $3,580,000 8/25/2016 Severely Disadvantaged
Pioneer Union School District 0900309-001C $355,000 $0 $355,000 7/6/2016 Severely Disadvantaged
City of Rio Dell 1210012-001C $665,876 $0 $665,876 10/21/2016 Disadvantaged
Shasta Community Services District 4510013-004C $4,292,840 $0 $4,292,840 512512017 Disadvantaged
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EXHIBIT E: DISADVANTAGED BUSINESS
ENTERPRISE REPORT FOR SFY 16-17

MBE WBE TOTAL
Annual Total October 1, 2015-September 30, 2016 $4,655,824 $4,843,875 $9,499,699
Total Disbursements October 1, 2015-September 30, 2016 $211,743,695
Percentage to Total Disbursements October 1, 2015-September 30, 2016 0.02% 0.02% 0.04%
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EXHIBIT F: PROJECTS REPORTED TO FFATA
FOR FFY 2016 GRANT

Funding Recipient Project Number Agreement Date FFATA Due Date = FFATA Report Date = FFATA Reporting Amount
City of Fresno 1010007-030C 1/31/2017 2/28/2017 211712017 $63,100,000
Jackson Valley Irrigation District 0300037-002C 5/3/2017 6/30/2017 7114/2017 $9,600,000
Shasta Community Services District 4510013-004C 5/25/2017 6/30/2017 71132017 $4,292,840
City of Coachella 3310007-001P 6/15/2017 7/31/2017 71712017 $3,337,367
Total: $80,330,207

* Based on the FFY 2016 Capitalization Grant of $78,215,000
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EXHIBIT G: EXTENDED TERM FINANCING
PROJECTS IN SFY 16-17

Funding Recipient Project Number Total SRF Funding FA Execution Date Loan Term
Amador Water Agency 0310012-006C $2,761,773 10/26/2016 30
Lanare Community Services District 1000053-004C $3,580,000 8/25/2016 30
City of Fresno 1010007-030C $63,100,000 113112017 30
City of Fresno 1010007-031C $65,875,669 7/19/2016 30
Donner Summit Public Utility District 2910016-003C $2,717,000 71112016 30
City of Hughson 5010008-001C $8,327,753 4]2512017 30
Keyes Community Services District 5010009-003C $13,839,184 211712017 30

Page 57



| doid Sl 052 pebejuenpesiq Ajpioneg 000°008$ obelq ueg Buiuueld d€00-04010.¢ 2 J0LASIQ 004D payIuN Joulem
| doid 0LE'Y 0006 pabejuenpesiq 000°'003$ oulpieusag ues Buiuueld d100-620019¢ o JoLASIQ 48N UISeq enysor
| doud 44 59 poBejuenpesiq Ajaioneg 002'029% oulpieulag Ueg Buiuueld d€00-0£0009¢ 2 00 Jajep Jajus)
| doid 09 052 pabejuenpesiq Ajoionag 000°'005$ apisIany Butuueld d100-08€40€¢€ o) ed Jojfel] Auoyuy jules
| doid 0¢ 9l pabejueapesiq Ajaionag 000°005$ ussse Buiuueld d100-820002¢ E| youey [N PIO-0SO0Y4
| doid 0z 14 pabejuepesiq 0.7'38¢$ uassen] Butuueld d€00-7£0001€ g Jousia AN 2ljgnd JwLng Jsuuog
| doid 928 L'y pobejuenpesiq Ajpioneg 000°005$ paosa Buiuueld d€00-20001+2 o) sojed s0@ 4o AuD
| doid €9 ove'l pabejuenpesiq Ajpioneg 000°'005$ paoIsy Butuueld d200-7000102 o) eapejy o Aunog
| doid 216') 0049 pebejuepesiq 000'722$ leus) Buiuueld d100-6800161 3 Z# 700 J3JeM [eninjy poomAe|
| doid 662 €8 pabejuenpesiq Ajaionag 009'G6€$ Bl[esi\ Buiuueld d900-900019} E| and plojess
| doud 9€6') 1£1'9) pebejuenpesiq Ajoionag 000'28¥$ Bl[esi\ Buiuueld d200-200019} E| leuany Jo A
| doid 05z 00Z'} pabejuenpesiq Ajpionag 000°L1€$ ousal4 Buiuueld d800-670010 E| Jousiq seolnsg Ayunwwo) ejoig
| doid vv6 08¢ pabejueapesiq Ajaionag 000'005$ ousal4 Buiuueld d100-7€0040} 2 unbeor ues jo Ao
| doid 0S¥’} 0058 pebejuenpesiq Ajoioneg 000°005$ ousal4 Buiuueld dS00-€200404 E| an0) 8buelQ Jo Ao
| doid Ie 05 pebejuenpesiq Ajpioneg 000'55¥$ ousal4 Buiuueld d100-9v5000} g SjuIod OAI- - Bi# BBIY 90IMISS AJUN0) ousal
| doid 125 00€'y pabejuenpesiq 000'09¢$ UOPO0}S Buiuueld dz00-1000150 E| 1usIa Annn dljand uotun
weibo.d SUOI}OBUUOY 8DIAIBS uonendod snje)g pabejueapesiq gom_oghmﬁwwme_“mm JousIg adA] Buipuny Jaquiny 108loid KioBajen Jueoyddy

(Buiuueld) 000°0L=> uonejndod :SwajsAS Jajep |[ewS

31vddn 1SI17 379VANNd JASMA L1191 AdS -H li1glHX3

Page 58




G£1'680°CLS TvLO0L
| doid €0z 099 pebejuenpesiq Ajoionag 000°000'1$ ousal4 Buiuueld dS00-65€0001 2 (luaniod [3-48819 ENjUED) AUNOD OUSBIS
| doid £62'¢ 00v'e pabejuepesiq 000'2€$ paodIsy Butuueld d200-6000455 E| Jousiq S80IBS AUNWOY PUBIOAOIS
| doid | 665 pebejuenpesiq Ajpionag 000°ZL¥$ paoso Buiuueld d00-2510055 2 looyos Atejuaws|3 %8819 Siung
| doid ] 0zl pabejuenpesiq 000'GL}$ padIey Buiuueld d100-7900055 a Auedwo ssyep [N JlIN
| doid 8Ly 8.9') pabejueapesiq Ajoseneg Sor'9Lv$ BI[esIA Buiuueid dz00-6200L¥S v Jowsia Auinn oljand aflIAPOOA
| doid 8T 00v'2h pabejuenpesiq Ajoionag 000'02}$ alen]. Buiuueld d.00-9000 5 o) Aespurt jo Ao
| doid € Gl pabejueapesiq Ajaionag 000°'00$$ alenL Buiuueld d100-85500%S 2 [00yog Alejuswa|3 o}ijsones
| doid 9% 005 pabejuenpesiq Ajaionag 000°€L€$ alenL Butuueld d100-61500¥S 3 JoLsIq jooyos Alejuawis]3 uolun apIaA Ofed
| doid 0vS 005’} pabejueapesiq Ajaionag 000'0.2$ ewey Buiuueld d200-20004€S ! V#1810 MM 00 AjuuL
| doid 291 0S¥ pabejuenpesiq Ajaioneg 00Z'52€$ ewey Butuueld d100-€0010€S g DM ed Uo}SIMaT
| doid 19 0zl pebejuenpesiq Ajoionag 000'005$ follen Buiuueld d€00-7£5002S g '}8IQ S80IAIBS "WLIO BJUSYSE]
| doid b 0L pabejuenpesiq Ajpioneg 00v'zve$ follen Butuuerd 2d100-905002S g 1osiq 00yos Alejuswalq adojsjuy
| doid i 144 pebejuenpesiq Ajoionag 000°002$ uesse Buiuueld d100-610009% E| auidied |# QMM 00 euslg
| doid 201 002 pabejueapesiq Ajosenes 000'005$ UasseT] Buiuueid dz00-810009% 3 JouISIq eI dland 8jliAeLsIS
| doid 201 002 pabejuenpesiq Ajaionag 000'G8$ uesse Buiuueld d100-810009% a JoLAsIq sanlan dland ajlineLsis
44SMa 8zl Gee pabejuepesid 10N 008'G8$ fosejuopy Butuueld d200-80900% g sbuuds jsa.o4
weibo.d SUOJ}0BUUOY) BIIAIBS uonendod snjeig pabejuenpesig uow_o_hwu%mszwm_ 10usIq adA] Buipuny Jaquinp Josloid Kiobayen ueoyddy

(Buuueld) 000‘01=> uoneindod :SwaysAS Jajep) |lews

(panunuom)

31vddn L1SI17 IT79VANNd J4dSMA L1-91 A4S -H LI9IHX3

Page 59



J4Sma 298 90€', pabejuepesiq Ajoionag 000°000°9% ousalf uoponssuoy 3100-7¥00L0L ) uoInH Jo Ao
J4sma 1€ 08 pobejueapesiq Ajaionag 00062428 ousal{ uogonisuoy 0200-8+2000L 0] Hed youey 8jiqojy 7 8jqnoq
J4sma € 054} pabejuepesiq Ajoionss 05¥'G5'2$ ousalf uononAsuoy 0100-1.22000L ) 100493 YbIH uoiun uobuIysep
44Sma b £6v pobejuenpesiq Ajaionag 00€°€€0°'2$ ousal4 uoponisuoy 0200-¢4L0004 0 |00YoS JuouLlie
J4sma 1 00% pabejuenpesiq Ajeionag 000°085°€$ ousalq uoponssuoy 0v00-€500001 3 JoLsIq sadIneg Aunuiwog aJeuen]
44Sma 685°¢ 1206 pobejueapesiq JoN 000'000°0L$ Ojuslueoes uoponisuoy 0500-€100160 g 1usig AN aljand epiaig umojebloss

| doid S 002 pabejuenpesiq Ajoionag 000'65€$ Ojuslue.oeg uononisuoy 0100-60€0060 3 oHIsIa |00yds uolun Jesuold
d4sma 099 508'l pabejuenpesiq 000'¢5€$ failen uonanAsuoy 0100-1000470 a sbbig jo Ano
44SMa €cL 98T pebejueapesiq 898'655°+$ UopPd0IS uoponJsuo) 0€00-12001€0 v 9 Jun/g# ealy 8oineg Aunog Jopewy
J4sma 856'C 805'8 pabejuenpesiq 698°L16'L$ uopiools uoponisuoy 0900-¢100L€0 3 fouaby sajep Jopewy
J4sma 06} 0002 pabejuenpesiq Ajaienag 62L'270°9$ Uop{ools uoponisuod 0200-2£000€0 g 81y U0ea109y Jopeluy axeT

1809

weibo.d SUOJ}0BUUOY BIINIBS uone|ndod snjeig pabejuenpesiqg 100(01d pajewns3 10usIq adA] Buipuny Jaquiny Josloid Kiobaren eoyddy

(uononuisuod) 000‘01=> uonendod :swajsAg Jsjep) [ews

000°0052$ “v1lol
44SMda €900 66292 pebejueapesiq 000°005% follen Bujuueld d100-20001%0 a Josiq uonebi| asipeled
44SMa eve Lyl 0LL'YLY pabejueapesiq 000°005$ SpISIAAY Buiuueld d¢90-60001€€ \ JoisIq Jepep [ediolun|y uisjses
44SMa €LV 005°8¢€ pebejuenpesiq Ajoioneg 000°005% SpISIAAY Bujuueld d/00-80001L€€ g JoLsIq Jeye sbundg uoissijy
44SMa 850°1€ G¥6°004 pabejueapesiq JoN 000°000°}$ 00slouel ueg Buiuueid d100-1000}20 4 yoonuy jo Ao
44SMda €900 66292 pabejueapesiq 000°'005$ T Bujuueid d100-2000L¥0 a Jousiq uonebiu| ssipesed
1800
weibo.d SUOJ}08UUOY) BIINIBS uonejndod snjeig pabejuenpesiq 1oolos pOEwINS 10msIq adA] Buipun4 Jaquiny Josloid Kiobaren ueoyddy

(Buluueyd) 000‘0l<uonendod :swaysAg Jajep) abie

(p@nu3uo?)
31vddn 1SI7 37aVANNnd J4SMAa L1-91 A4S *H Lli1glHX3

Page 60



76¢€'¢81 76$ Tv10L
44SMa 057l GGy pabejuenpesiq G81°29.'81% Uuopo0}S uononJjsuoy 0€00-6000L0G 0] Jousiq seIneS Aunwwio) sefsy)
44Sma vl 144 pabejuenpesiq Ajoionag 000°00€$ ussse uopnonJjsuoy 0200610009 4 auldied L# QMM ‘0D eusIS
J4Smd 80L 0ze'e pabejuenpesiq 0v8'262'7$ usssen uononJsuoy O¥00-€100LSY E| JousIq sadIMIeS Ajunwwio) ejseys
44Sma (42 0cy pabejuenpesiq Ajesonag 005'986'C$ dpISIBNY uoponsuoy 0/90-60001€€ A JoLAsIq Jejen) [ediolunjy uieise3
J4sma (3414 082 pabejuenpesiq 000'G2L'L$ usssen uoon;suoy 0500-1100}1€ g llenp/Asuuryiol - and Auo soueL
44SMmd €12 0le pobejuepesiq 000228 follen uoponsuoy 0€00-910016¢ | 1oLasia AN dljand ywwng Jeuuoq
J4sma 8v6'C G6L'El pabejuenpesiq 0N 9£8'875'1$ uononJsuoy 020070001 17¢ 9 uoysBuing Jo Ao
(SiiH Buyoy)
44Sma €ee Lzl pebejuepesiq JoN 019'101°G$ padisy uoon;suoy 0200-6000102 a 61 "ON Ba1Y S80IAI8S AUnog elopejy
44Sma L €l paBejuenpesiq Ajoionag 000'G+5$ padsy uoponJisuoy 0100-719000¢ 0 JoulsIa |ooydg oxeT sseg
44Sma 89¢ 6671 pabejuenpesiq Ajeionag 000'926'¢$ el[esIA uoponsuoy 0500-600019L 4 1oLsIq seoInag Aunuwiwiog Ay uewapay
J4sma L0g'} 6€2°¢ pobejueapesiq Ajaionag 998'G82°6$ El[esIA uoponsisuoy 0.00-100019L 0] 1oLsIQ seolnag Ajunwiwog euouuy
44sma veL') vLL'E pabejuepesiq 6£€'GEGS Uiewery uoponsuoy 0.00-¢L00kCh 3 lleq o1y 4o Ao
weiboid SUOI08UUOY) BOIAIBS uonendod snjejs pabejueApesiq «om._enwm%%mezwm_ ousig adA] Buipuny Jaquiny 108f01d Kiobayen eoyddy

(panunuoo) (uononsysuo)) ‘0L => uonendod :swajsAg Jajep) [ews

(ponunuom)
A1vddn 1SI17 3719VANNd J4SMAa L1-91 A4S :H 119IHX3

Page 61



150'700°}L2$ VL0L

f4Sma v0L'6 2.5'sT pebejueApesiq 10N 000°0S2'%$ ofa|g ueg uoRoNIISu0Y 21009200} € E aMW Je1us) Asjiep
44SMa 296'112 1£2'992') pabejueapesiq joN 000'008'8}$ oBaig ueg uoBoN;SUOY 07.0-0200) L€ 4 oBaiq ues jo A1)
J4Sma 296'112 1£2992"} pebejueapesiq 10N 852'60¢'0$ ofa|g ueg uoRINASUOY 0£10-02001 L€ E obeiq uegs jo Ao
44SMa L8l 6/8'7S pabejuepesiq Ajpienes 910'266'L$ oulpieulag Ueg uopBIN.ISU0Y 0100-€00019¢ 4 DM soyouey Asjlep ajddy
J4SMa 8.¢ 000000} pabejueApesiq 0N 000'000°}}$ [eAua) uojoNLsu0Y 0610-/80016} o) 1S Jerep ueyjodonay

Jamod pue Jajepn Jo Juswpedsq
44SMa 109'089 €18'110'7 pafejueApesiq joN 260'6€8°1€$ ueyjodosay uoBINASUY 0750290016} 4 8y} ybnoay} pue Aq Bugoy sejeBuy s07 4o MY
ENIS a/1'0¢8) LG LGy pabejuenpesiq 000'9}'G/$ ousal4 uojoNLsu0Y D1£0-200040} E| ousal4 Jo Ao
44SMa 9/1'0¢e) LG LGy pabejuenpesiq 000001 '€9% ousal4 uojoNLsu0Y D0€0-200010} E ousal4 Jo Ao
44Sma 910l LG LGy pebejueApesiq 000'025'92$ ousal4 uofonisu0) 0620-200010} E| ousal4 Jo Ao
44SMa Geo'el 00009 pabejuenpesiq G71'280'7$ QUEITEIS uojoNAsU0Y 20102000160 a JsIg AN dliand soyey yinog

1800

weiboid SUOI}oBUUOY) BIAIBS uoneindod snje)g pabejueapesiq 100l0Jd pejewnsy 1MI81q adA| Buipuny Jaquiny 108f01d fiobajen Jueoyddy

(uononuisuo)) 000‘0} <uoneindod :swaysAs Jajep) abieq

(p@nu3uo?)

31Vddn 1SI17 379VANNd JASMA L1-9) A4S -H LiglHX3

Page 62



EXHIBIT I: CUMULATIVE DWSRF SET-ASIDE

EXPENDITURES
DD
Fund 0625
DWSRF Administration
Final Cap Grant Amount Budget Amount In-Kind Amount Expenditure Amount Balance
(incl. In-Kind)

1997 $75,565,707 $3,027,304 $0 $3,027,304 $0
1998 $77,108,200 $3,084,328 $0 $3,084,328 $0
1999 $80,816,700 $3,232,668 $0 $3,232,668 $0
2000 $83,993,100 $0 $0 $0 $0
2001 $84,340,000 $3,373,600 $0 $3,373,600 $0
2002 $82,460,900 $3,298,436 $68,553 $3,229,883 $0
2003 $81,966,200 $3,278,648 $0 $3,278,648 $0
2004 $85,027,600 $6,679,752 $70,000 $6,609,752 $0
2005 $84,847,500 $2,781,076 $0 $2,781,076 $0
2006 $67,153,678 $2,684,166 $30,000 $2,654,166 $0
2007 $67,105,000 $2,684,200 $0 $2,684,200 $0
ARRA 2009 $159,008,000 $5,364,472 $0 $5,364,472 $0
2008 $66,424,000 $2,656,960 $0 $2,656,960 $0
2009 $66,424,000 $2,656,960 $0 $2,656,960 $0
2010 $126,958,000 $5,078,320 $0 $5,078,320 $0
2011 $86,698,000 $3,467,920 $0 $3,467,920 $0
2012 $85,358,000 $3,414,320 $300,000 $3,114,320 $0
2013 $78,770,000 $3,150,800 $426,867 $2,723,933 $0
2014 $83,221,000 $3,328,840 $0 $3,328,840 $0
2015 $82,674,000 $3,306,960 $395,000 $2,911,960 $0
2016 $78,215,000 $3,128,600 $75,000 $2,115,728 $937,872

Total $1,784,134,585 $69,678,330 $1,365,420 $67,375,038 $937,872

Page 63



EXHIBIT I: CUMULATIVE DWSRF SET-ASIDE
EXPENDITURES (continued)

DE
Fund 0628
Small Systems Technical Assistance
Final Cap Grant Amount Budget Amount In-Kind Amount Expenditure Amount Balance
(incl. In-Kind)

1997 $75,565,707 $68,245 $0 $68,245 $0
1998 $77,108,200 $1,542,164 $0 $1,542,164 $0
1999 $80,816,700 $1,616,334 $0 $1,616,334 $0
2000 $83,993,100 $0 $0 $0 $0
2001 $84,340,000 $1,686,800 $0 $1,686,800 $0
2002 $82,460,900 $1,649,218 $0 $1,649,218 $0
2003 $81,966,200 $1,639,324 $0 $1,639,324 $0
2004 $85,027,600 $3,339,876 $0 $3,339,876 $0
2005 $84,847,500 $1,390,538 $0 $1,390,538 $0
2006 $67,153,678 $1,342,083 $0 $1,342,083 $0
2007 $67,105,000 $1,342,100 $0 $1,342,100 $0
ARRA 2009 $159,008,000 $2,787,147 $0 $2,787,147 $0
2008 $66,424,000 $1,328,480 $0 $1,328,480 $0
2009 $66,424,000 $1,328,480 $0 $1,328,480 $0
2010 $126,958,000 $2,539,160 $0 $2,539,160 $0
2011 $86,698,000 $1,733,960 $0 $1,733,960 $0
2012 $85,358,000 $1,707,160 $0 $1,707,160 $0
2013 $78,770,000 $1,575,400 $0 $1,575,400 $0
2014 $83,221,000 $1,664,420 $0 $1,664,420 $0
2015 $82,674,000 $1,653,480 $0 $1,653,480 $0
2016 $78,215,000 $1,564,300 $0 $146,627 $1,417,673

Total $1,784,134,585 $33,498,669 $0 $32,080,996 $1,417,673
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EXHIBIT I: CUMULATIVE DWSRF SET-ASIDE
EXPENDITURES (continued)

DF
Fund 7500
State Program Management

PWSS/Capacity Development

Final Cap Grant Amount (in-kind Budget Amount In-Kind Amount Expenditure Amount Balance
included)

1997 $75,565,707 $4,157 $0 $4,157 $0
1998 $77,108,200 $308,433 $0 $308,433 $0
1999 $80,816,700 $323,267 $0 $323,267 $0
2000 $83,993,100 $0 $0 $0 $0
2001 $84,340,000 $2,000,000 $0 $2,000,000 $0
2002 $82,460,900 $2,000,000 $0 $2,000,000 $0
2003 $81,966,200 $2,000,000 $0 $2,000,000 $0
2004 $85,027,600 $2,400,000 $0 $2,400,000 $0
2005 $84,847,500 $4,077,000 $0 $4,077,000 $0
2006 $67,153,678 $4,704,000 $0 $4,704,000 $0
2007 $67,105,000 $4,934,400 $0 $4,934,400 $0
ARRA 2009 $159,008,000 $0 $0 $0 $0
2008 $66,424,000 $4,882,164 $0 $4,882,164 $0
2009 $66,424,000 $4,882,164 $0 $4,882,164 $0
2010 $126,958,000 $9,318,717 $0 $9,318,717 $0
2011 $86,698,000 $8,669,800 $0 $8,669,800 $0
2012 $85,358,000 $8,535,800 $0 $8,535,800 $0
2013 $78,770,000 $7,089,300 $0 $7,089,300 $0
2014 $83,221,000 $8,322,100 $300,000 $8,022,100 $0
2015 $82,674,000 $8,267,400 $0 $8,267,400 $0
2016 $78,215,000 $7,821,500 $0 $6,631,127 $1,190,373
Total $1,784,134,585 $90,240,202 $0 $89,049,829 $1,190,373
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EXHIBIT I: CUMULATIVE DWSRF SET-ASIDE
EXPENDITURES (continued)

DG

Fund 0626

Local Assistance

Source Water Protection Loan/Delineation, Capacity Development Tech. Assistance

Final Cap Grant Amount (in-kind Budget Amount In-Kind Amount Expenditure Amount Balance
included)

1997 $75,565,707 $6,831,577 $0 $6,831,577 $0
1998 $77,108,200 $0 $0 $0 $0
1999 $80,816,700 $0 $0 $0 $0
2000 $83,993,100 $2,000,000 $0 $2,000,000 $0
2001 $84,340,000 $0 $0 $0 $0
2002 $82,460,900 $0 $0 $0 $0
2003 $81,966,200 $0 $0 $0 $0
2004 $85,027,600 $0 $0 $0 $0
2005 $84,847,500 $0 $0 $0 $0
2006 $67,153,678 $0 $0 $0 $0
2007 $67,105,000 $0 $0 $0 $0
ARRA 2009 $159,008,000 $0 $0 $0 $0
2008 $66,424,000 $0 $0 $0 $0
2009 $66,424,000 $0 $0 $0 $0
2010 $126,958,000 $0 $0 $0 $0
2011 $86,698,000 $2,600,940 $0 $2,600,940 $0
2012 $85,358,000 $4,267,900 $0 $4,267,900 $0
2013 $78,770,000 $2,507,007 $0 $2,507,007 $0
2014 $83,221,000 $4,993,260 $0 $4,993,260 $0
2015 $82,674,000 $1,653,480 $0 $1,413,048 $240,432
2016 $78,215,000 $7,821,500 $0 $885,568 $6,935,932

Total $1,784,134,585 $32,675,664 $0 $25,499,301 $7,176,363
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EXHIBIT J: PROJECTS FUNDED BY PROP 1
DRINKING WATER IN SFY 16-17

Funding Recipient

Project Name

Type of

Initial Funding
Date

Principal

Loan
Amount

Total
Financed

Project

Forgiveness

Anderson Valley Community Boonville Drinking Water Project Planning 12/22/2016 500,000 0 500,000

Services District

Department of Water Resources Okieville Highland Acres Emergency Construction 517/2017 2,081,000 0 2,081,000
Water Supply Project

River Pines Public Utility District River Pines PUD Storage and Planning 12/20/2016 441,710 0 441,710
Distribution Rehab Planning Project

Union Public Utility District Backwash Recycling and Tank Planning 10/27/2016 360,000 0 360,000
Aeration Project

County of Fresno Fresno County West Side Planning 8/9/2016 1,000,000 0 1,000,000
Groundwater Project

City of Orange Cove Water Treatment Plant Expansion Planning 12/12/2016 500,000 0 500,000
and Retention Basin Lining Project

City of San Joaquin Water Supply, Storage, Treatment, Planning 10/26/2016 485,000 0 485,000
and Distribution Improvements

Caruthers Community Services District New Well No. 7 Planning 1/5/2017 500,000 0 500,000

Biola Community Services District Biola CSD Water Distribution Planning 8/2/2016 347,200 0 347,200
System Upgrades

Manila Community Services District Infrastructure Improvement Project- Planning 11/8/2016 500,000 0 500,000
Storage and Distribution

Krista Mutual Water Company Krista Fluoride Contamination Planning 5/9/2017 500,000 0 500,000
Planning Project

City of Avenal Avenal Water Transmission Line Planning 10/21/2016 500,000 0 500,000
Replacement Planning Project

Stratford Public Utility District Test Well, Facilities Assessment and Planning 4/13/2017 500,000 0 500,000
Municipal Well Contract Documents

Kettleman City Community Services New SWTP [Construction Phase] Construction 2/17/2017 3,000,000 1,000,000 4,000,000

District

Sunrise Shore Mutual Water Company Compliance and Sustainability for Planning 1/20/2017 500,000 0 500,000
Sunrise Shore Mutual
Water Company

Shaffer Union Elementary School District | Shaffer Source Capacity Planning 6/27/2017 381,058 0 381,058
Planning Project

Maywood Mutual Water Company #2 Maywood Avenue Well Planning 1/9/2017 224,000 0 224,000
Improvements

County of Madera New Surface Water Treatment Plant Planning 12/29/2016 383,217 0 383,217
Planning Project

County of Madera New Well Planning 412712017 500,000 0 500,000

(Maintenance District 24)

County of Madera Arsenic Remediation Project Planning 9/9/2016 272,234 0 272,234

Chawanakee Unified School District North Fork Water Project Planning 1/18/2017 237,575 0 237,575
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Funding Recipient

EXHIBIT J: PROJECTS FUNDED BY PROP 1
DRINKING WATER IN SFY 16-17 (continued)

Project Name

Type of
Project

Initial Funding
Date

Principal
Forgiveness

Loan
Amount

Total
Financed

Bass Lake Joint Unified Elementary Oak Creek Intermediate School Construction 3/17/2017 569,480 419,593 989,073

School District Consolidation with Hillview
Water Company

City of Dos Palos Water Treatment Plant Planning 9/9/2016 465,000 0 465,000
Replacement Project

Sierra East Homeowners' Association, Inc. | GWUDI and Arsenic Compliance Planning 9/29/2016 81,834 0 81,834

Floriston Property Owners Floriston Spring Filtration Project Planning 31212017 180,000 0 180,000

Association, Inc.

Donner Summit Public Utility District Big Bend Water Supply Study Planning 4252017 176,000 0 176,000

Feather River Canyon FRCCSD-OId Mill Ranch Planning 12/15/2016 500,000 0 500,000

Community Services District

Grizzly Lake Community Services District | Intertie with Portola and Planning 4/20/2017 500,000 0 500,000
Well Renovation

Pueblo Unido Community St. Anthony Trailer Park - Arsenic Planning 9/19/2016 500,000 0 500,000

Development Corporation Remediation Planning Study

Western Water Conservation Ramona Water System Planning 11312017 500,000 0 500,000
Improvement Project

Self-Help Enterprises Community Development and Technical 8/25/2016 4,396,218 0 4,396,218
Technical Assistance Program Assistance

Community Water Center Community-Driven Water Solutions Technical 9/21/2016 2,519,970 0 2,519,970
in the Tulare Lake Basin Assistance

University of California, Davis Aoki Water Clinic Technical 11/18/2016 908,840 0 908,840

Assistance

Environmental Justice Coalition for Water | Community Technical Technical 4/26/2017 2,522,061 0 2,522,061
Assistance Program Assistance

California Rural Legal Assistance Drinking Water Access Outreach Technical 1/31/2017 117,733 0 117,733
and Legal Assistance Project for Assistance
Disadvantaged Communities

Pueblo Unido Community Rural Infrastructure Program (RIP) Technical 11/1/2016 1,146,232 0 1,146,232

Development Corporation Assistance

University Enterprises California State University Technical 10/18/2016 1,165,827 0 1,165,827

Corporation at CSUSB Disadvantaged Community Center Assistance

Rural Community Assistance Corporation | Comprehensive Assistance to Tribal Technical 8/16/2016 2,343,439 0 2,343,439
and Small Systems Project Assistance

California Rural Water Association Statewide Leak Detection Technical Technical 9/7/2016 1,419,150 0 1,419,150
Assistance Program Assistance

Tides Center Outreach, Engagement and Legal Technical 12/15/2016 408,664 0 408,664
Assistance in the San Joaquin and Assistance
Coachella Valleys

University Enterprises, Inc. Drinking Water and Wastewater Technical 10/26/2016 3,500,000 0 3,500,000
Technical Assistance and Outreach Assistance
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EXHIBIT J: PROJECTS FUNDED BY PROP 1
DRINKING WATER IN SFY 16-17 (continued)

Funding Recipient

Project Name

Type of

Initial Funding
Date

Principal

Loan
Amount

Total
Financed

Project

Forgiveness

Center Water Company Center Water Company Wells, Planning 12122016 490,500 0 490,500
Storage, and Infrastructure Project

Joshua Basin Water District Chromium VI Remediation Project Planning 1/18/2017 500,000 0 500,000

California Rural Water Association Comprehensive Proposition 1 Technical 10/21/2016 5,520,906 0 5,520,906
Technical Assistance and Assistance
Support Program

Rancho Estates Mutual Water Company | Rancho Estates Mutual Planning 10/17/2016 256,408 0 256,408
Water Company
Project No. 3700936-001P2

Warner Unified School District Arsenic MCL Violation Planning 2/17/2017 466,000 0 466,000
Planning Study

County of Shasta CSA#6 Jones Valley Meter Planning 1/3/2017 200,000 0 200,000
Replacement and Leak Survey

Fall River Valley Fall River CSD Well No. 1 Retrofit, Planning 3/29/2017 187,300 0 187,300

Community Services District Tank, Booster Plant and SCADA
Improvement Project

Sierra County (Calpine) Calpine Metering Project Construction 3/14/2017 393,700 0 393,700

Waterworks District No. 1

Callahan Water District Water Treatment Plant Planning 3/21/2017 500,000 0 500,000

City of Mt. Shasta Tank 1 and Roseburg Water Planning 3/26/2017 480,000 0 480,000
System Improvements

City of Newman City of Newman Hexavalent Planning 2/13/2017 497,000 0 497,000
Chromium Compliance Project

Paskenta Community Services District Water Main Rehabilitation and Planning 12/30/2016 215,000 0 215,000
Meter Project

Palo Verde Union Elementary Palo Verde School Domestic Planning 11/8/2016 474,000 0 474,000

School District Well Replacement

Saucelito Elementary School District Saucelito Elementary School Planning 1/5/2017 500,000 0 500,000
Planning Application

Teviston Community Services District Teviston South Well Planning 2/24/2017 475,000 0 475,000
Replacement Project

Plainview Mutual Water Company Plainview MWC-Central Water Planning 5/16/2017 500,000 0 500,000
System Nitrate Remediation Project

Department of Water Resources The East Porterville Water Supply Construction 5/16/2017 20,000,000 0 20,000,000
Construction Project

Department of Water Resources The East Porterville Water Supply Planning 11/7/2016 5,000,000 0 5,000,000
Planning Project

Woodville Public Utility District Replacement Well Project Planning 8/26/2016 416,465 0 416,465

Curtis Creek Elementary School Consolidation with TUD Planning 10/4/2016 257,000 0 257,000

Groveland Community Services District Water Distribution System Planning 10/10/2016 355,000 0 355,000
Improvements

Total 75,317,721 1,419,593 76,737,314
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EXHIBIT K: CUMULATIVE LEFA PROJECTS

Project Name Project Number Total SRF Funding FA Execution Date Status
(Grant)
Easton Community Services District — 0010003-001L $220,449.00 4/30/2015 Complete - latent authority not activated; community
activation of latent water service authority supports further investigation of development of a
PWS under Prop. 1 TA
Rural Community Assistance Corporation 0027002-001L $52,745.00 6/17/2014 Complete - entity formed
— Garlen Court Mutual Water Company
Formation
Rural Community Assistance Corporation 0034001-001L $84,747.00 6/27/2014 Complete - no entity formed per community decision
— Courtland Community Services District
Rural Community Assistance Corporation 0049001-001L $46,494.00 6/27/2014 Complete, entity formed
— Wendell Lane Mutual Water Company
Formation
Self Help Enterprises — Weldon Regional 0015001-001L $186,723.00 9/29/2014 Complete —remaining LAFCo docs and process to
Water Supply Entity form entity will be completed using Prop. 1 TA
Self Help Enterprises — Orange Center 0010002-001L $214,247.00 9/29/2014 Complete - City of Fresno extending service to
School Residential Area Water System Daleville community
Entity Formation
California Rural Water Association — Ali 0054004-001L $76,584.00 6/30/2014 Complete — entity formed
Mutual Water Company Formation
Self Help Enterprises — Highland Acres 00540005-001L 129,007.00 11/24/2014 Complete — entity formed
“Okieville” Water System Entity Formation
Self Help Enterprises — Perry Colony 0010001-001L $191,457.00 9/29/2014 Complete - no entity formed due to lack of
Residential Area Water System Entity community support
Formation
California Rural Water Association 0036002-001L $204,605.00 11/14/2014 Complete — no entity formed due to lack of
— Barstow Perchlorate Area Entity community support
Formation)
Frazier Park Public Utility District — Lake 0015002-001L $202,265.00 11712014 Complete — remaining LAFCo docs for annexation of
of the Woods Regional entities to be completed with Prop. 1 TA
Tulare County — North Tulare County Area 0054002-001L $250,000.00 5712015 Complete — JPA selected entity
Regional Surface Water Treatment Plant
Governance formation
Pajaro/Sunny Mesa Community Services 0027001-001L $71,280.00 3/10/2015 Complete — support from individual homeowners on
District — Springfield Terrace wells to connect to Pajaro/Sunny Mesa
Tulare County —~Monson Water System 0054003-001L 132,027.00 11/6/2015 Complete — community to connect to Sultana CSD
Entity Formation
Jurupa Community Services District 0033001-001L $28,000.00 2/23/2015 Complete — support from individual homeowners on

— Chandler Community Water Entity
Formation

wells to become part of Jurupa CSD
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I. INTRODUCTION

he California State Water Resources Control Board (State Water Board), Division of Financial

Assistance (DFA) presents the Drinking Water State Revolving Fund (DWSRF) annual report
for State Fiscal Year (SFY) 2017-18. The State Water Board provided approximately $301 million
in new DWSREF financing for 26 planning and construction projects to address drinking water
issues. This report describes how the State Water Board met the objectives for the DWSRF
program identified in the SFY 2017-18 DWSRF Intended Use Plan (IUP).
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he federal Safe Drinking Water Act

(SDWA), as amended in 1996, authorized
the creation of the national DWSRF program to
help public water systems (PWSs) achieve or
maintain compliance with SDWA requirements
and protect public health through the funding of
drinking water infrastructure projects. Section
1452 of the SDWA authorizes the United States
Environmental Protection Agency (USEPA) to
award capitalization grants to state DWSRF
programs, which in turn provide low interest
and additional subsidized funding for the
projects. More information about the DWSRF
program is located on the State Water Board’s
DWSRF website at http://www.waterboards.
ca.gov/dwsrf.

The State Water Board has promoted and
protected the health and safety of Californians
through the DWSRF since July 1, 2014.
Previously, the California Department of Public
Health and California’s Health and Human
Services Agency administered the DWSRF
program. Since the beginning of the program,
PWSs have received DWSRF funding for
drinking water infrastructure improvements via
below-market financing and additional subsidy
(i.e. principal forgiveness). DWSRF funding is
derived from federal capitalization grants from
the USEPA as well as associated state match,
revolving principal and interest repayments,
and other leveraged funds and investment
earnings.

DFA administers the DWSRF program and
provides planning and construction financing
through the DWSRF to eligible applicants, which
include publicly and privately-owned community
and non-profit, non-community water systems.
DWSREF financing is generally prioritized for
“ready-to-proceed” eligible projects based upon
a public health benefits system where projects

PROGRAM SUMMARY

addressing acute and chronic primary drinking
water standards are prioritized over projects
addressing secondary drinking water standards
and other aging infrastructure.

The State Water Board uses portions of the
capitalization grant from USEPA, known as the
set-asides, to provide for the administration of
the DWSRF as well as provide services such
as small water system technical assistance
(SWSTA), and technical, managerial and
financial  (TMF) capacity  development
assistance for PWSs. The DWSRF set-asides
also subsidize the Division of Drinking Water’s
(DDW) Public Water System Supervision
(PWSS) and TMF Capacity Development
programs. In past years the DWSRF set-asides
have funded the implementation of a Source
Water Protection (SWP) program.

As of June 30, 2018:

* The cumulative DWSRF funds available
for planning and construction financial
assistance since inception was
approximately $2.65 billion.

« An additional $250.1 million of cumulative
DWSREF set-aside funds were available.

« The State Water Board, and preceding
departments/agencies, had committed
approximately 114 percent (114%) of
available funds to planning and construction
projects through binding commitments
(executed financing agreements).

« The State Water Board, and preceding
departments/agencies, had disbursed
approximately 89 percent (89%) of available
funds for planning and construction projects,
as well as disbursed 95 percent (95%) of
the available DWSRF set-aside funds.
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Cumulative DWSRF program activity from inception through the end of SFY 2017-18 is further

described in Table 1 below.

Table 1: Cumulative Program Activity’

DWSREF Construction and Planning Funding

Activity

Number of Binding Commitments

Value of Binding Commitments

Life of Program
309
$3.026 billion?

Disbursements and Expenditures $2.367 billion?

Balance of Funding Agreements

$337.576 million

DWSRF Set-Aside Funding

DWSRF Set-Aside Amount
DWSRF Set-Aside Expenditures

$ 249.176 million®
$ 237.644 million®

Balance of Set-Asides $ 11.532 million

The State Water Board funded a variety of
planning and construction projects through the
DWSREF in SFY 2017-18 to address a range of
public water system (PWS) and public health
issues. Specifically, the State Water Board
funded projects from the DWSRF for the
benefit of both small water systems (SWSs)
(populations less than 10,000 people) and
large water systems (populations over 10,000
people). The projects funded were categorized
according to their function.

Figure 1 shows the amount of funding awarded
to small and large water systems in SFY
2017-18 while Figure 2 shows the number

of projects funded by size of water system.
In summary, the State Water Board provided
approximately four times (4x) more funding for
large water systems than SWSs. However, the
State Water Board funded more SWS projects
than large water system projects in SFY 2017-
18. This annual commitment trend mirrors the
cumulative commitment trend of the DWSRF
program, both in California and nationally. A
greater amount of SWS projects receive funding
because of their public health needs, while a
greater amount of funding is provided to large
water systems because of the larger scope and
cost of these large water system projects.

'Program activity includes all available DWSRF funds, including DWSRF set-aside funds and matching funds provided by funding recipients.

ZAmount includes American Recovery and Reinvestment Act of 2009 (ARRA) funds and excludes set-aside funds (including Legal Entity
Formation Assistance (LEFA) and a recent DWSRF set-aside grant to the American Water Association).

*Amount includes LEFA and a recent DWSRF set-aside grant to the American Water Association.
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Figure 1

DWSRF SFY 2017-18 Large / Small Water System Funding Distribution
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Figure 2
DWSRF SFY 2017-18 Number of Projects Funded by Public Water System Size
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Figure 3 shows the percentage of DWSRF SFY 2017-18 funding by project type and its associated
function in the provision of drinking water. Project types included planning and design, treatment,
transmission and distribution, source water, storage, land acquisition, restructure/consolidation,
and other functions. In summary, a majority of SFY 2017-18 DWSRF financing was provided for
the improvement of drinking water transmission and distribution systems, primarily because of
their greater cost and because of needs resulting from aging infrastructure. Approximately fifty
percent (50%) of the projects funded in SFY 2017-18 were for transmission projects amounting to
more than 80 percent (80%) of total funding.

Figure 3
Percentage of DWSRF SFY 2017-18 Funding by Project Type/Function

B Planning and Design ™ Treatment == Transmission & Distribution ~ “* Source ~ ™® Storage ™™ Restructure

1%
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Iil.
RESULTS

A. Short-Term Goals

PROGRAM GOALS AND FINANCIAL

This section describes the State Water Board’s efforts to meet the following short term goals
established in the SFY 2017-18 IUP. These goals provided the framework that guided the State
Water Board’s decision-making, maximization, and prioritization of both staff and funding sources.

1. Work with DDW Consolidation
Specialists to identify public health
issues and evaluate solutions for
SWSs, including technical assistance
and consolidation where feasible.

DFA and DDW staff continued to collaborate
on project solutions for SWSs, including
consolidation, in SFY 2017-18. DFA
management regularly met with DDW
management to assess funding priorities for
SWSs, including those systems suffering from
arsenic contamination.

DFA and DDW also continued to collaborate on
funding solutions for a variety of consolidation
projects for SWSs. At the project concept stage,
DFA staff worked with DDW Consolidation
Specialists to identify communities for
consolidation using technical assistance
resources.

Thereafter, Consolidation Specialists and DDW
District Engineers regularly consulted with DFA
project managers and supervisors on relevant

financing applications and the implementation
of consolidation for these SWSs.

In SFY 2017-18 specifically, the State Water
Board funded 11 consolidation projects. Two
(2) were DWSREF funded construction projects,
one (1) was a Proposition 1 (Prop 1) grant
funded construction project, and eight (8) were
Prop 1 grant funded planning projects.

2. Continue marketing and outreach
efforts to PWS, including Spanish
translation services, newsletters, and
social media to advertise the availability
of technical assistance to assist SWSs
serving disadvantaged communities
(DACs).

DFA continued to participate in various PWS
marketing and outreach efforts in SFY 2017-
18. Specifically, DFA marketed the DWSRF
program at six (6) California Financing

Coordinating Committee events, two California
Technical Assistance Provider (CalTAP) fairs,
two distribution symposia that focused on
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regulation updates, sanitary surveys, and
financial management, as well as 122 other
online and onsite workshops and outreach
events.

DFA also produced and distributed two Office
of Sustainable Water Solutions (OSWS)
newsletters in English and Spanish in SFY
2017-18. In general, the OSWS newsletters
informed small drinking water and wastewater
systems, as well as associated stakeholders,
about funding opportunities, project activities
and related topics, such as TMF capacity
development. The July 2017 newsletter
included an article on the Wastewater Operator
Certification Program and the October 2017
issue announced the web based Interactive
Prop 1 funding maps for drinking water and
wastewater projects. The webpage (https:/
www.waterboards.ca.gov/water_issues/
programs/grants_loans/proposition1/) includes
maps of drinking water projects by:

* Project Type — construction or planning
* Project Category

Not defined

Collection system improvements
Compliance Project

Planning

Septic to sewer

Technical assistance
Wastewater treatment upgrade
Water recycling

* * * * * * * *

e Allocated Amount
e Percent Distributed

These newsletters are also available online,
in both English and Spanish, at http://www.
waterboards.ca.gov/water_issues/programs/
grants_loans/sustainable_water_solutions/

3. Apply for and accept the Federal Fiscal
Year (FFY) 2017 Capitalization Grant
from USEPA. Upon award, commit
funds from the FFY 2017 Capitalization
Grant, including the associated State
Match, by June 30, 2018, so that federal
funds are used in an efficient and timely
manner in accordance with 40 CFR
§35.3550(c).

The State Water Board finalized its FFY 2017
Capitalization Grant application to the USEPAIn
the late summer of 2017. The USEPA awarded
the FFY 2017 Capitalization Grant to the State
Water Board on August 29, 2017 in the amount
of $77,545,000. Upon award, the State Water
Board had already allocated sufficient Prop 1
Drinking Water funds to satisfy the state match
requirement.

Additionally, with a total commitment of
approximately $301 million for SFY 2017-18
to various planning and construction projects,
DFA obligated the FFY 2017 Capitalization
Grant, with the exception of set-aside funds
before June 30, 2018. This commitment
amount, combined with prior year commitments
encumbered against federal funds, has
enabled the liquidation of all local assistance
funds budgeted under the 2017 and earlier
Capitalization Grants within SFY 2017-18.

4. Ensure that the maximum allowable
amount of the FFY 2017 Capitalization
Grant is provided to eligible recipients
in the form of additional subsidy (i.e.,
forgiveness of principal).

The FFY 2017 Capitalization Grant and
associated SFY 2017-18 IUP provided for
a maximum of $38.77 million in principal
forgiveness, constituting 50% of the FFY
2017 Capitalization Grant in equivalence. This
principal forgiveness allocation was derived
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from the 30% allocation of the FFY 2017
Capitalization Grant for DACs permitted under
federal rules, and an additional maximum 20%
allocation to be awarded as initial financing
beginning October 1, 20164

In SFY 2017-18 the State Water Board did
not meet its goal to provide the maximum
amount of principal forgiveness allowed by
USEPA to SWSs serving small DACs, severely
disadvantaged communities (SDACs) as well
as Expanded Small Community Water Systems
(ESCWSs) serving SDACs (see III.A.5 below).
As of June 30, 2018, the State Water Board
had provided 30 percent (30%) of the FFY 2017
Capitalization Grant as additional subsidy, in
the form of principal forgiveness, to new binding
commitments and amendments of prior years’
binding commitments. The State Water Board
anticipates awarding the remaining principal
forgiveness early in SFY 2018-19.

5. Prioritize all available DWSRF funding
for PWSs serving fewer than 10,000
people to the maximum extent
practicable and consistent with other
federal and state authorities governing
the prioritization of DWSRF funding.

The State Water Board continued to prioritize
DWSRF funding for PWSs serving less than
10,000 people in SFY 2017-18, especially as
such SWSs often suffer from significant public
health risks and TMF deficiencies. As a result
of SWS funding prioritization, the DWSRF
provided $60.5 million in DWSRF funding to
SWSs in SFY 2017-18 (Exhibit A, page 38).
The total amount of DWSRF funding to SWSs
over the life of the program now totals over
$455 million, constituting 15 percent (15%) of
total DWSRF funding provided. Conversely, the
number of SWS projects funded in SFY 2017-
18 totaled 19 and the cumulative total of SWS
projects funded over the life of the program now
totals over 309, constituting 68 percent (68%)
of the total number of DWSRF funded projects.

The SFY 2017-18 IUP also made subsidized
construction financing available for PWSs
serving SDACs greater than 10,000 people but
less than 20,000 people. The IUP defines these
PWSs as “Expanded Small Community Water
Systems” that serve a SDAC. In SFY 2017-
18, no PF was provided to ESCWSs serving a
Severely Disadvantaged Community (SDAC).

6. Continue to liquidate DWSRF
capitalization grants within 2 to3 years
of their award.

The State Water Board continued to maintain
a DWSRF federal Unliquidated Obligation
(ULO) balance in SFY 2017-18 less than the
balance of the two most recent capitalization
grants. The low ULO balance is consistent with
USEPA's DWSRF ULO Reductions Strategy.
Specifically, the DWSRF federal ULO was
$16.756 million as of June 30, 2018, which was
$139 million less than the maximum $155.76
million allowed per USEPA's ULO reduction
strategy. California’s low DWSRF ULO balance
was maintained in SFY 2017-18 through the
expeditious disbursement of funds committed
in prior fiscal years and the over commitment
of new funds. The prior year’'s commitments
and over commitment of funds ensured a low
DWSRF ULO balance in SFY 2017-18 because
of the program’s cash flow modeling and focus
on projects that are ready to proceed with
construction.

7. Reduce instances of noncompliance
with drinking water standards and
requirements by providing technical
assistance to SWSs that have significant
SDWA violations.

The State Water Board continued to provide a
suite of technical assistance in SFY 2017-18 to
SWSs, especially those with significant SDWA
violations. Specifically, the DWSRF set-asides
funded third-party contractors that provided a
variety of assistance to SWSs relating to TMF

*USEPA requirements also allow for the FFY 2017 Capitalization Grant principal forgiveness allotment to be awarded for the purchase, refinance,
or restructuring of debt obligations where such debt was incurred after May 5, 2017.
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capacity development. See Section VI(B) (page
31) for more information on DWSRF technical
assistance. DFA also continued to fund
technical assistance for a variety of projects
using Prop 1 funds. Additionally, DFA and DDW
provided direct technical assistance to SWSs
with significant SDWA violations. Examples of
direct technical assistance included:

* Meeting with DDW consolidation specialists
and applicants to discuss project concepts
before applications were submitted.

* Reviewing applications with minimal
material submitted and guiding applicants to
complete additional application packages.

» Helping funding recipients properly prepare
and submit reimbursement claims.

8. Continue to require PWSs receiving
assistance to undergo a TMF
assessment to improve sustainability
and resiliency.

In SFY 2017-18, DWSRF applicants continued
to provide a TMF assessment with their

B. Long-Term Goals

DWSRF applications. DFA project managers
also continued to evaluate assessments as
part of the DWSRF application review. As
further described in Section V(G) (page 29),
DWSRF applicants that lacked TMF capacity
were also offered technical assistance by the
State Water Board to help them resolve their
TMF deficiencies.

9. Develop along-term leveraging strategy
and debt management policy for the
DWSRF (estimated December 2017)
as a means to manage the demand for
DWSRF funding as well as ensure the
perpetuity of the DWSRF.

On October 2, 2017, the State Water Board
adopted Resolution No. 2017-0058 establishing
a “debt management policy” for the DWSRF
and Clean Water SRF programs. The debt
management policy describes the roles and
responsibilities of State Water Board staff and
describes the criteria and processes the State
Water Board staff will use to manage debt in
the SRF programs.

This section discusses the State Water Board'’s efforts to meet the following long-term goals for
the DWSRF program. These long-term goals represent the State Water Board’s efforts to carry
out the objectives of the SDWA as well as other drinking water goals of the State Water Board.

1. Address Significant Risks to Public
Health

The State Water Board remained committed
to helping PWSs address significant risks to
public health in SFY 2017-18 by providing both
construction and planning funding as well as
technical assistance to PWSs. More than 50
percent (50%) of the projects funded under the
DWSRF in SFY 2017-18 addressed primary
drinking water standards (page 21). This effortin
SFY 2017-18 was attributable to coordination
between DFA and DDW. Specifically, DFA staff
in OSWS met regularly with DDW District staff
and management to prioritize funding for small
DACs and the technical assistance needed by
PWSs to obtain DWSRF funding.

A specific effort was also undertaken to
monitor and report on the status of funding
applications for projects needed to address
arsenic violations. DFA staff updated DDW staff
monthly on the status of these applications,
including which application materials were still
needed; whether the applicant was receiving
technical assistance; whether the project had
received funding; and an anticipated return to
compliance date.

2. Promote SDWA Compliance

DFA continued to prioritize DWSRF funding for
projects that restored compliance or prevented
a PWS’s non-compliance with the SDWA.
DFA coordinated and prioritized funding with
DDW. DFA staff continued to make technical
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assistance available to help SWSs apply for
planning and construction funding. DDW also
continued its permitting, inspection, monitoring
and enforcement activities for compliance with
the SDWA.

3. Improve Information Exchange

DFA staff worked with the State Water Board’s
Office of Information Management and
Analysis to post four Prop 1 status reports on
the State Water Board’s website. The reports
include four interactive maps: 1) Projects by
Type (Construction vs. Planning), 2) Project
Category, 3) Allocated Amount, and 4) Percent
Disbursed. The public can put their curser over
spots marked on the maps to get specific project
details. This Prop 1 Drinking Water website also
provides information on how much funding has
been appropriated, allocated to projects, and
disbursed to date and can be found online at
https://www.waterboards.ca.gov/water_issues/
programs/grants_loans/proposition1/drinking_
water_proj_locations.shtml.

4. Improve Affordability and Sustainability

The State Water Board continued to provide
below marketfinancing and principal forgiveness
in SFY 2017-18 to make funding affordable
for communities throughout California. The
average interest rate for SFY 2017-18 was
1.8 percent (1.8%), well below market rates.
DWSREF principal forgiveness was combined
with Prop 1 funding in certain cases to further
reduce costs for California’s small DACs.

Approximately $65.6 million in DWSREF principal
forgiveness and Prop 1 Drinking Water grant

funds were awarded to small DACs in SFY
2017-18.

5. Promote Program Outcomes

The State Water Board continued to manage
the DWSREF in a financially sound manner to
ensure a reliable source of funding for PWSs
to achieve and maintain SDWA compliance. In
SFY 2017-18 the commitment of DWSRF funds
exceeded the State Water Board’s minimum
funding targetsresultingin more PWSsreceiving
the funding necessary to address SDWA
compliance issues. The projects funded by the
DWSREF in SFY 2017-18 mitigated a variety of
public health issues, including surface water
treatment compliance, groundwater treatment
(e.g. arsenic), storage, source capacity and
reliability, and delivery capability.

The DWSRF funds were also prioritized to
recipients that were “ready to proceed” to both
a funding agreement and construction.

Because the State Water Board prioritized
funding for “ready-to-proceed” projects that
addressed public health priorities, the State
Water Board also successfully managed the
DWSRF’s finances to ensure compliance with
USEPA’s ULO reduction strategy.

The DWSRF set-asides were also employed
in SFY 2017-18 for the administration of the
DWSRF and the State Water Board’s PWSS
program managed by DDW, as well as provide
for TMF and SWS technical assistance.

C. Operating Agreement and Capitalization Grant Conditions

The State Water Board agreed to meet a number of conditions described in the DWSRF Operating
Agreement and Federal capitalization grant agreements. These conditions were met as described

below.

1. Assistance Activities

The State Water Board continued to provide
DWSRF funding to eligible PWSs in SFY
2017-18 for projects needed to achieve or

maintain compliance with safe drinking water
standards. All activities funded were eligible
under Section 35.3520 of Title 40 of Code of
Federal Regulations. A total of $301,007,323
in new DWSRF funding was awarded to 26
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projects in SFY 2017-18. DWSRF funds were
provided to eligible recipients to enhance
drinking water treatment, distribution, storage,
installation of meters, as well as ensure water
system reliability through the installation of
interties and the consolidation of PWSs. Water
quality issues such as arsenic and nitrate
contamination, as well as groundwater under
direct influence, and disinfection by-product
formation continued to be addressed in SFY
2017-18. Eligible recipients included privately
and publicly owned community and non-profit
non-community PWSs. The projects and PWSs
funded in SFY 2017-18 are further detailed in
Exhibit B (page 39).

The SFY 2017-18 DWSRF IUP Fundable list,
consisting of 123 projects, included projects
that might be funded by the DWSRF or
from other complimentary funding sources.
However, many projects listed in the SFY 2017-
18 DWSRF Fundable List were not funded
by the DWSRF during the SFY 2017-18 for
various reasons as noted in Exhibit C (page
41), including options for other funding from Prop
1 Drinking Water. The high demand for drinking
water improvement funding in California
required the State Water Board to prioritize
projects based upon their public health benefits
as well as the recipient’s readiness to proceed
to a funding agreement.

2. Eligible Categories of Projects and
Financing Terms

The State Water Board continued to provide
below-market  financing and  additional
subsidy in SFY 2017-18 for projects ranked
in Categories A-F (page 21) of the DWSRF
public health prioritization scheme. The State
Water Board also generally prioritized higher
ranked public health categories and projects
benefiting small DACs in SFY 2017-18. Types
of assistance included loans and installment
sale agreements for the planning, design, and
construction of drinking water infrastructure
projects.

Principal forgiveness was provided to SWSs
that served DACs and SDACs and was

available to eligible ESCWSs serving SDACs.
SWSs serving DACs and eligible ESCWSs
serving SDACs generally received zero percent
(0%) interest rates on DWSRF repayable
financing. The standard interest rate for all
other repayable financing averaged one and
eight-tenths of one percent (1.8%), which was
one-half the state’s average general obligation
rate in the previous year. Standard repayable
financing for construction projects for publicly
owned PWSs and PWSs serving DACs was
amortized over a 30-year period. Repayable
construction financing for privately owned
PWSs was generally amortized over a 20-year
period.

3. Provide a State Match

The State Water Board demonstrated the
source of its twenty percent (20%) general state
match requirements ($15.1 million) for the FFY
2017 Capitalization Grant ($77.5 million) in SFY
2017-18 through appropriations provided under
Chapter 5, Section 79724 of Prop 1 Drinking
Water. As of June 30, 2018, approximately
$112.1 million of Prop 1 Drinking Water funds
had been appropriated and encumbered
as State Match. When considering Prop 1
Drinking Water State Match needs for the
FFY 2017 Capitalization Grant, approximately
$81.3 million of Prop 1 Drinking Water State
Match remained to satisfy the State Match
requirement for future capitalization grants as
of June 30, 2018. In total, as of June 30, 2018,
California had provided approximately $441.3
million in cumulative state match funds to the
DWSRF program through a combination of
state general fund and general obligation bond
proceeds/ appropriation, local match, and
short-term financings with the IBank.

Additionally, the Water Infrastructure for
Improvements to the Nation (WIIN) Act
removed the requirement for States to provide
additional 1:1 State Match funding for use of
any federal funds from the DWSRF State
Program Management Set-Aside, commencing
with the FFY 2017 Capitalization Grant. As a
result of the WIIN Act, the State Water Board
stopped allocating PWSS regulatory fees from
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the State Water Board’s Safe Drinking Water
Account as additional match for use of the FFY
2017 Capitalization Grant’'s State Program
Management Set-Aside.

4. Binding Commitments Within One Year

The State Water Board continued to commit
DWSREF funding to projects in an amount equal
to or greater than 120 percent (120%) of each
federal payment within one year of receipt of
that payment. As of June 30, 2018, executed
funding agreements totaled approximately
$3.026 billion, or 188 percent (188%) of the
approximately $1.611 billion in federal payments
received for DWSREF loans.

5. Expeditious and Timely Expenditure

The State Water Board continued to make
timely and expeditious use of DWSRF funds,
especially federal capitalization grant funds
in accordance with USEPA's ULO reduction
strategy. USEPA's ULO reduction strategy
generally requires that no more than two federal
capitalization grants remain undisbursed at any
one time. As of June 30, 2018, the State Water
Board had only $16.756 million in undisbursed

FFY 2016 and FFY 2017 Capitalization Grant
funds, of which approximately 69 percent (69%)
were predominantly set-aside funds already
allocated for eligible use.

This timely and expeditious use of federal
capitalization grant funds was substantially
achieved through cash-flow modeling and the
over-commitment of DWSRF funds in SFY
2017-18 and prior fiscal years. In SFY 2017-
18, there was no minimum funding agreement
amount to ensure optimal use of DWSRF funds
without leveraging. Therefore, the State Water
Board exceeded the minimum commitment
amount by awarding approximately $301
million in DWSRF funds by June 30, 2018. As
described in the SFY 2017-18 IUP, the minimum
commitment amount depended upon projected
funding disbursements relative to existing
fund balances and projected future revenues
such that the DWSRF fund balance did not
substantially decrease below $100 million.

The timely and expeditious use of DWSRF
funds was also satisfied through the prompt and
efficient processing of DWSRF reimbursement
claims. To ensure timely reimbursement,
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DWSREF claims were generally reviewed and
paid within 30 days from recipient of a complete
claim. DFA staff reviewed and approved
complete disbursement claims generally
within 10 days, then routed the claims to the
Division of Administrative Services (DAS) for
processing. DAS generally processed claims
within seven calendar days of receiving the
claim, and the State Controller’s Office (SCO)
generally issued a check (warrant) within 3 to 5
calendar days to the funding recipient.

The State Water Board continued to draw
federal funds in SFY 2017-18 from the United
States Treasury via the Automated Standard
Application for Payments (ASAP) system
as warrants are issued by SCO. ASAP is a
request and delivery system of federal funds
developed by the Financial Management
Service of the United States Treasury and the
Federal Reserve Bank. By using ASAP, the
State Water Board draws funds from USEPA
for expenditures incurred by the DWSRF
program in an expeditious and timely manner.
Draw requests are made within one week of
an issued warrant. Requested funds are also

g
1
]

deposited electronically the next business day
to account(s) specified by the State Water
Board. For the DWSRF set-aside accounts,
federal draws are typically requested through
ASAP on a monthly basis for the prior month’s
administration costs.

To further enable the timely and expeditious
use of DWSRF funds, the State Water Board
encumbered most loan balances to DWSRF
federal funds to ensure the prompt liquidation
of federal capitalization grants as claims
for reimbursement were processed. As of
June 30, 2018, approximately $337.576 million
of DWSRF financings had been encumbered,
but not yet liquidated, to available DWSRF
federal funds ($16.576 million), constituting a
20:1 ratio.

6. Disadvantaged Business Enterprise
(DBE) Objectives and Davis-Bacon
and American Iron and Steel (AIS)
Requirements

The State Water Board negotiated a total fair
share DBE objective with the USEPA beginning
FFY 2017 for the DWSRF Program. The

LT
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objective was 2.0 percent (2%) for the Minority
Owned Business Enterprises (MBE) and 1.0
percent (1%) for Women Owned Business
Enterprises (WBE) participation for a combined
3.0 percent (3%) goal. The participation on
DWSRF financing agreements reported by
financing recipients in SFY 2017-18 was 4.0
percent (4%) for MBE and 1.0 percent (1%)
for WBE. The overall DBE participation was
5.0 percent (5%). Exhibit D (page 49) provides
a detailed analysis of DBE participation. The
State Water Board will continue to monitor
participation to ensure that the “positive effort
process” is followed by financing recipients.

All DWSRF funded projects were required
to comply with Davis-Bacon prevailing wage
requirements in SFY 2017-18. Each funding
agreement included provisions requiring
applicants to follow Davis-Bacon requirements.
DFA conducted a variety of surveillance
activities throughout SFY 2017-18 to ensure
each recipient’'s compliance with Davis-Bacon
requirements. Such surveillance activities
included (1) reviewing recipient and sub-
recipient reports and compliance certifications;

(2) tracking compliance with federal annual
monitoring requirements; and (3) annually
reviewing quarterly site inspection reports to
verify the adequacy of site inspections and
other control activities.

DWSREF funding recipients were also required
to use American-made iron and steel products in
SFY 2017-18 pursuant to USEPA guidelines for
projects involving the construction, alteration,
maintenance, or repair of a PWS or public
treatment works. DWSRF funding recipients
were only exempt from this AIS requirement if
the project qualified under a national or project-
specific AIS waiver from USEPA. To ensure
compliance with AIS requirements, the AIS
provisions were included in DWSRF financing
agreements and DFA examined recipient
records for AIS certifications and/or any AIS
waivers during project inspections.

7. Additional
Requirements

Subsidy and Green

The State Water Board continued to provide
the maximum amount of available additional
subsidy in the form of principal forgiveness in
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SFY 2017-18 for the benefit of SWSs serving DACs as well as ESCWSs serving SDACs. Since
the inception of the DWSRF program, federal regulations have allowed for up to 30 percent (30%)
of a capitalization grant to be provided as additional subsidy (i.e., principal forgiveness) to DACs,
regardless of the size of the PWS. In 2016, Congress added a twenty percent (20%) additional
subsidy allotment, separate from the thirty percent (30%) additional subsidy allocation for DACs.

The State Water Board’s SFY 2017-18 IUP directed that the maximum amount of additional subsidy
allowed under federal rules and regulations be awarded to SWSs serving DACs and ESCWSs
serving SDACs in the form of principal forgiveness. Table 2 shows the amounts necessary for
compliance with rules governing the allotment and use of DWSRF principal forgiveness. Exhibit
E (page 50) identifies 16 additional subsidy projects funded in SFY 2017-18.

Table 2: Additional Subsidization Funding

2011

11-12

$86,698,000

$26,009,400.00

$26,009,400.00

$25,966,770.48

$42,629.52

Committed Uncommitted
Minimum Subsidy Subsidy Disbursed Undisbursed
Grant Subsidy Maximum Amount by Amount by Subsidy Subsidy
FFY Award Amount by Subsidy by FFY Grant FFY Grant Amount by Amount by
Grant | SFY Amount FFY Grant® FFY Grant Assignment? Assignment’” | SFY? SFY®
2010 10-11 $126,958,000 $38,087,400.00 $38,087,400.00 $38,087,400.00 $0.00 $414,626.02 $0.00

$6,255,158.82

$0.00

2012 12-13 $85,358,000 $17,071,600.00 $25,607,400.00 $25,338,970.08 $268,429.92 $8,893,728.16 $0.00

2013

13-14 $78,770,000 $15,754,000.00 $23,631,000.00 $23,486,398.08 $144,601.92 $12,010,666.11 $0.00

2015 15-16 $83,674,000 $16,534,800.00 $24,802,200.00 $24,709,324.29 $92,875.71 $29,246,661.49 $0.00
$78,215,000 $15,643,000.00 $39,107,500.00 $39,060,240.71 $47,259.29 $31,118,653.91
$77,545,000 $15,509,000.00 $38,772,500.00 $23,417,899.00 $15,354,601.00 $22,748,788.54
$699,439,000 $161,313,000 $240,983,700.00 $224,896,242.06 $16,087,457.94 $126,592,471.11

2017 17-18 $98,303,770.95

Totals $98,303,770.95

SUSEPA, California Department of Public Health (CDPH) and the State Water Board have authorized a minimum amount of a DWSRF
capitalization grant be awarded to recipients as “additional subsidy” (i.e. principal forgiveness) per governing State and federal rules.

®In accordance with USEPA procedures, these amounts r\«/a\})resent the additional subsidy committed to eligible DWSRF projects and assigned
under the additional subsidy authority of the respective DWSRF capitalization grant as of 6/30/2018.

"In accordance with USEPA Procedures, these amounts represent the additional subsidy balances under the maximum authority of the respective
DWSREF capitalization grant that have not been committed to eligible DWSRF projects as of 6/30/2018.

¥These amounts represent the additional subsidy disbursements of the assigned projects per SFY. In accordance with USEPA Policy, the
additional subsidy is encumbered and expended from any available funding sources within the DWSRF (i.e. federal capitalization grants, state

match, repayment funds).
°This amount represents the total encumbering balance as well as the additional subsidy authority not yet encumbered as of 6/30/2018.
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Besides additional subsidy, the State Water Board may also allocate a portion of a capitalization
grant to projects with “green” benefits (Green Project Reserve). In SFY 2017-18, Green Project
Reserve funding was awarded to recipients for projects that included the installation of water
meters due to their water conservation and efficiency benefits. Table 3 shows the amount of
DWSREF funding assigned to current and prior year capitalization grants to satisfy the optional
DWSRF Green Project Reserve. In SFY 2017-18, six (6) projects had been funded with a portion
going toward installation or replacement of water meters.

Table 3: Green Project Reserve Funding

Committed
Green Project
Minimum Green Reserve Disbursed Undisbursed
Project Reserve Amount Per Green Project Green Project
Grant Award Amount by FFY FFY Grant Reserve Reserve
FFY Grant SFY Amount Grant Assignment Amount by SFY | Amount by SFY

2010 10-11 $126,958,000 $25,391,600 $25,391,600

2011 11-12 $86,698,000 $17,339,600 $26,013,832 $12 457,278 “

2012 12-13 $85,358,000 $0 $7,231,611 $31,910,690 $0
$78,770,000 $1,193,500 $7,037,464

2014 14-15 $83,221,000 $2,242,734

2015 15-16 $83,674,000 “ $521670 $2,715,139 “

2016 16-17 $78,215,000 $1,235,843 $2,203,628

$77,545,000 “ $30,865800 | $6842,316 | $27,044,157

Totals $700,109,00 $42,731,200 $92,453,406 $65,409,249 $27,044,157

8. Federal Funding Accountability and program began reporting FFATA data in FFY
Transparency Act 2011 on an equivalency basis, by choosing
loans that equaled the total DWSRF grant

The State Water Board reported one (1) amount received from the USEPA. The DWSRF
project totaling $173,141,875 into the Federal program continues to report FFATA loan data

Funding Accountability and Transparency Act . gn equivalency basis to the FSRS (Exhibit
(FFATA) Subaward Reporting System (FSRS) g page 51).

in SFY 2017-18 to satisfy the FFATA reporting

requirements for the FFY 2017 Capitalization 9. Environmental Federal Cross-Cutters
Grant. The FFATA, along with associated Office
of Management and Budget (OMB) directives,
and interpretive guidance from USEPA, requires : . ) ;
the State Water Board to report sub-recipient €View the environmental impacts of projects
information on the use of capitalization grants 1N SFY 2017-18. While the SERP generally

awarded after October 1. 2010. The DWSRE follows the requirements of the California

The State Water Board used the State
Environmental Review Process (SERP) to

YUSEPA requires the State Water Board to commit and expend a minimum amount of DWSRF capitalization grant to projects that qualify under
the rules and requirements of USEPA's “Green Project Reserve.”

"In accordance with USEPA procedures, these amounts represent the DWSRF project amounts committed and assigned under the Green
Project Reserve authority of the respective DWSRF capitalization grant as of 6/30/2018.

2These amounts represent the Green Project Reserve disbursements for each respective SFY. Per USEPA policy, the Green Project Reserve
funding is not necessarily encumbered and liquidated from DWSRF capitalization grants.

8This amount represents the total encumbering balance of Green Project Reserve funding as well as the minimum Green Project Reserve
Authority not yet encumbered as of 6/30/2018.
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Environmental Quality Act (CEQA), each
applicant had to also complete and submit an
Evaluation Form for Federal Environmental
Coordination (Evaluation Form). DWSRF staff
consulted with the appropriate federal agencies
on projects with known or potential impacts
under federal environmental regulations,
consistent with the Operating Agreement
between the State Water Board and USEPA.

10. Single Audit Act

The State Water Board continued to require
recipients receiving an executed agreement
in SFY 2017-18 to comply with applicable
provisions of the federal Single Audit Act of 1984,
OMB Circular No. A-133 and 2 CFR Part 200,
subpart F, and updates or revisions, thereto.

The State Water Board included the applicable
Single Audit Act requirements in all DWSRF
financial assistance agreements executed in
SFY 2017-18 and required reporting by funding
recipients if the recipient received more than
$750,000 in combined federal funds for a
given fiscal year. DAS also issued to DWSRF
recipients in the summer of 2017 a summary of
federal funds disbursed to those recipients in
SFY 2016-17. DFA and DAS assisted the State
Treasurer’s Office in securing any required
SFY 2016-17 Single Audit Act reports from
DWSRF funding recipients by the deadline of
March 2018. DFA and DAS also coordinated
with DWSRF funding recipients and the State
Treasurer’s Office on any compliance concerns
with the use of DWSREF federal funds disclosed
in a Single Audit Act report.
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D. Financial Activity

1. Net Position

Net assets of the DWSRF program are shown
below:

Table 4
DWSRF Statement of Net Position
(Dollars in Thousands)

2018
Current Assets $284,102 $383,729
Other Assets $1,534,201 @ $1,347,378
Liabilities

Current Liabilities $8,919 $2,232

Non-Current Liabilities $0 $0

Assets 2017

$8.919 | $2323

Net Assets

$1,809,384
$1,809,384

$1,728,875
$1,728,875

Unrestricted
Total Net Assets

2. Revenues

Revenue for the DWSRF program is described
in its Financial Statements. The total revenues
for SFY 2017-18 were $126.8 million. Revenues
for the period of this report were as follows:

Table 5
SFY 2017-18 DWSRF Revenues
(Dollars in Thousands)

Loan Interest Income: $20,278
Net Investment Income: $2,390
Capitalization Grant Contributions $82,000

Capitalization Grants Contributions —
Principal Forgiveness

State Match Revenue- Loans

State Match Revenue — Principal
Forgiveness:
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3. Disbursements and Expenses

Total disbursements are based on Financial
Statements and do not include matching
funds provided by funding recipients. Total
disbursements for SFY 2017-18 were $294.6
million. Disbursements for the period of this
report were made as follows:

Table 6
SFY 2017-18 DWSRF Disbursements and Expenses
(Dollars in Thousands)

$255,000
$1,600

Loan disbursements

Grants disbursements:

Principal Forgiveness disbursements:

Employees’ salaries and vendors’
payments:
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4. Extended Term Financing and Reduced
Interest Rate

Inaccordance with federal rules and regulations,
the State Water Board continued to provide
extended term financing (ETF) in the form
of 30-year loan repayment terms to funding
applicants that served DACs. The State Water
Board also provided ETF to publicly owned
PWSs for construction projects in accordance
with USEPA’s policy on ETF In SFY 2017-
18, six (6) projects received approximately
$93,121,831 in ETF as shown in Exhibit G
(page 52).

ETF for DACs has historically proven to be more
manageable financing for funding recipients
than twenty-year financing. Providing ETF for
DACs has not jeopardized the financial strength
of the DWSRF program, but instead has led
to an increased demand for funding. This has
provided a steadier flow of funds returning to
the program. This demand has been critical in
the State Water Board’s reduction of historical
ULOs. Similarly, providing 30-year ETF to
publicly owned PWSs serving non-DACs has
attracted municipalities with excellent credit
strength to further bolster the financial health
of the DWSRF as well as ensure the timely and
expeditious use of DWSRF funds.

Prior to 2015, state law permitted zero percent
(0%) interest rate loans from the DWSREF if
the funding applicant served a Disadvantaged
Community (DAC), regardless of the water
system size. In 2015, the California Legislature
directed the State Water Board to provide
zero percent (0%) interest rate financing if the
funding recipient served a DAC with financial
hardship. The State Water Board’s DWSRF
Policy defines financial hardship to mean the
funding applicant is a SWS with high residential
water rates. In its IUPs beginning in SFY 2015-
16, to ensure the long-term financial growth
of the fund while considering the financial

limitations of certain PWSs types, the State
Water Board has limited zero percent (0%)
interest rate financing to SWSs serving DACs
and eligible ESCWSs serving SDACs.

5. DWSREF Credit Risk

Each funding recipient must pledge or dedicate
one or more sources of revenue toward the
payment of its DWSRF financing. For publicly
owned entities, dedicated sources of revenue
are generally water rate revenues, but may also
be any number of revenue sources, special
tax pledges, or other pledgeable income.
For privately owned entities, the dedicated
source of repayment is generally a Uniform
Commercial Code (UCC)-1 security interest
by the State Water Board on all the entity’s
revenues, fixtures, and equipment.

In SFY 2017-18, the State Water Board
restructured one agreement. The City of Delano
(1510005-001C) a PWS serving an SDAC
requested modification of their current term as
the useful life of the project was determined to
be greater than thirty (30) years and as an SDAC
they qualified for thirty (30) year financing. The
State Water Board approved the extension of
the financing term from twenty (20) to thirty (30)
years, with no change to the interest rate.

In SFY 2017-18, there was no allowance
for uncollectible accounts as all repayments
remained current and all repayable financings
were anticipated to be repaid in accordance with
the financing terms. As in prior years, there were
no repayment defaults in the DWSRF program
and State Water Board staff continued to work
diligently to ensure funding agreements were
secure, and all payments were made on time
and in full. Staff efforts included using a variety
of analysis and monitoring measures to reduce
the possibility of non-payment and continually
evaluating additional steps to ensure full and
timely payments.
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V. PUBLIC HEALTH BENEFITS

he contributions of the DWSRF program to public health and drinking water quality are

diverse. The program has the strength and versatility to address a wide range of water
quality issues. To the maximum extent possible, in SFY 2017-18, priority was given to projects
that addressed the most serious risks to human health, were necessary to ensure compliance
with SDWA requirements, and assisted water systems most in need on a per household basis.
Projects were ranked by the categories below:

Public Health Category Description
Category A: Immediate Health Risk

Category B: Untreated or At-Risk Sources

Category C: Compliance or Shortage Problems

Category D: Inadequate Reliability
Category E: Secondary Risks

Category F: Other Projects

A. Projects in SFY 2017-18 Will Help Achieve and Maintain SDWA Goals

1.  There were 26 projects funded by the DWSRF program.

2. An estimated 3.205 million people reside within the boundaries of the projects funded.
3. An estimated $35.823 million principal forgiveness was provided to these projects.
4

Projects funded by the DWSRF program fall into the categories noted earlier, as defined
in the DWSRF Policy, Section V.C. The projects funded, and their categories were as
follows:

Public Health Category Description # of Projects
Category A: Immediate Health Risk
Category B: Untreated or At-Risk Sources

Category C: Compliance or Shortage Problems

Category D: Inadequate Reliability

Category E: Secondary Risks
Category F: Other Projects 9
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B. DWSREF Projects Achieve Multiple Benefits

DWSRF projects provide multiple benefits to water systems including consolidation, ground
water treatment of maximum contaminant levels (MCL) exceedance, surface water treatment
compliance, and other deficiencies such as lack of meters, source reliability, storage capacity,
and delivery capability. Figure 4 below shows the many benefits commonly provided by DWSRF
projects.

Figure 4
Water System Improvements (Project Type by Cost)

Surface Water Treatment:
51,593,000 — ~_ Storage: $34,750,182

Source: $971.360
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C. Highlights of Projects Funded by DWSRF in SFY 2017-18

2

ndocino

&

1 Region 3 \

Washington Unified School District...........c.ccocrvereeriencenee $500k
Malaga County Water DiStriCt ...........ccccoevverrerrierirecnonn. $680k
Arvin Community Services DiStrict...........ccovvvrreerrennennes $941k

Lakeview Ranchos Mutual Water Company .

Alpaugh Community Services District..........ccocrververrirrennn. $3m
Santa Nella County Water District ............cc.ooevvrrrvriiins $3.3m
County of Madera (MD10A - Madera Ranchos) .............. $6.6m

- Region 4

26 Total Projects Funded: $301 million

NOTE: There are no Projects in Region 4

- Region 1

Oak Run Elementary School District ............ccocvvvenernnn. $273k
Plumas Eureka Community Services District .................. $350k
Colusa County Waterworks District No. 1 (2-projects)..... $910k
County of Sutter (Waterworks District 1).........ccccovrrerernne
Happy Camp Community Services District..
South Tahoe Public Utility District ..........c.cccvevvivrvircrcnnne
Resort Improvement District No. 1 and

Shelter Cove Sewer and Other Facilities ..........c...cc.cuu..e. $5m

City of SACTAMENtO ....c.vevrereeeeeeeeee e $173m
Region 2

Lakeside Joint School DiStrict...........cccvvevvereieiieeins $698k

East Bay Municipal Utility District (2-projects) ............... $36.9m

h

<
QB

- Region 5

Bar-Len Mutual Water Company ...........ccoeeveerneererneenenen:
Bridgeport Public Utility District................

Valencia Heights Water Company
Indio Water AUthOrity...........coovvvvrrrinienens
City of South Pasadena............cccovevrernirniinerieinciniins
City 0f SN DIEJO......vvrerriiieieicesiesieis
Coachella Valley Water District............cccovunivieincrniins
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V.

ADMINISTRATIVE AND

PROGRAMMATIC UPDATES

A. General Comments

In SFY 2017-18, the State Water Board
continued its efforts to finance DWSRF projects
quickly and efficiently to reach the program’s
full potential as a water quality tool, and
continued to pair DWSREF financing with other
appropriated financing sources to achieve the
overall objectives of the State Water Board.

B. Performance Evaluation Report

On April 19, 2018, the USEPA presented
the State Water Board a combined Program
Evaluation Report (PER) for the Clean
Water State Revolving Fund (CWSRF) and
DWSRF programs for SFY 2017-18. The
PER addressed California’s performance and
compliance as it pertains to the requirements of
the base program elements. USEPA identified
one (1) required follow-up action and six (6)
recommended follow-up actions, specific
to the DWSRF program. USEPA assessed
the following required program and financial
elements; those noted with a single asterisk
(*) indicate required follow-up action, those
noted with a double asterisk (**) indicate
recommended follow-up action.

1. Required Program Elements

(a) Annual/Biennial Report
(b) Funding Eligibility

(c) Compliance with DBE Requirements
(

d) Compliance with Federal Requirements
and Grant Conditions: i.e., Cross-
Cutting Authorities, AIS, Davis Bacon,
Additional Subsidy, and Green Projects
and Reporting*, **

Compliance with Environmental Review
Requirements

(f) Operating Agreement
Staff Capacity**
Set-aside Activity

2. Reaquired Financial Elements

State Match
Binding Commitment Requirements

Rules of Cash Draw (including improper
payments)**

Timely and Expeditious Use of Funds**

Regarding Program Element Item 1(d)
Compliance with Federal Requirements and
Grant Conditions, USEPA identified a potential
compliance issue with federal requirements
and grant conditions pertaining to AlS. During
USEPAs review of the Lanare Community
Services District project file, USEPA noted
that the file did not contain a copy of the AIS
certification. The DWSREF inspection report did
not address AIS compliance.

* Required Follow-up Action: The State Water
Board must add an AIS certification to the
file for the Lanare Community Services
District project.

+ State Water Board Response: The State
Water Board responded to USEPA's
required follow-up action item, on May 7,
2018, providing USEPA with copies of AIS
certifications in question. On May 9, 2018,
USEPA informed the State Water Board that
its response satisfied the required follow-up
action.

USEPA further noted process differences
between DWSRF and CWSREF, specifically,
the use of an CWSRF inspection report
form which includes a checklist that directs
project managers to inspect for certain AlIS
requirements. This resulted in the following
recommendation.

* Recommended Follow-up: To ensure proper
and accessible file documentation of a
project's AIS compliance, the DWSRF
program should adopt or design a project
inspection checklist, such as the one used
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by the CWSRF program, that guides the
DWSREF project manager to review for AIS
requirements.

« State Water Board Response: The State
Water Board continues to work through and
identify operational differences between
the DWSRF and CWSRF programs,
recognizing best practices and developing
synergies between the programs to improve
efficiency and operational consistency.
In support of this effort, the State Water
Board also conducts internal staff training
sessions. A staff training session, specific to
AIS, was conducted on January 18, 2018.

Regarding Program Element Item 1(g)
above, Staff Capacity, USEPA acknowledged
improvements that the State Water Board
has made to the DWSRF Program involving
outreach and financial planning, resulting in
an increased demand for DWSRF assistance.
USEPA expressed concern that increases in
demand, over time, may outpace the Program’s
personnel resource capacity.

*  Recommended Follow-up: Giventhe increasing
demand for SRF financial assistance,
USEPA suggests that the State Water
Board monitor staffing levels and look for
efficiencies in processes to ensure it has
sufficient capacity to manage the increasing
workload.

+ State Water Board Response: The State
Water Board actively monitors its resource
capacity and understands the importance
to augment workflow, assess processes,
and maintain adequate staffing levels to
accomplish administrative and project
management activities efficiently and
effectively. In an attempt to meet current
and projected workload demands, the
State Water Board recently implemented
a reorganization of the technical sections,
primarily responsible for DWSRF and
CWSREF activities. Furthermore, the Loans
and Grants Administration Section recently
redirected certain positions to address
changes in workload demands.

Regarding Financial Element Item 2(c), Rules
of Cash Draw, USEPA tested four (4) DWSRF
cash transactions selected through random
sampling with a total draw of $18.8 million
from the federal treasury between July 2016
and June 2017. The review of these program
financial transactions found no instances
of cash draw rule violation and no improper
payments. USEPA acknowledged that the
State Water Board conducts effective analysis
of the eligibility of DWSRF project construction,
engineering/design, and administrative costs
submitted for reimbursement. However, USEPA
noted that several of the calculations and
notations documenting cost adjustments and
reimbursements were confusing and difficult to
authenticate and required explanation by the
DWSREF disbursement analysts for USEPA to
confirm the adjustments were justified.

« Recommended  Follow-up: USEPA
recommends that the State Water Board
develop or update standard operating
procedures for the disbursement analysts
and project managers to follow. A standard
protocol to document cost adjustment
calculations, and reasons for a project claim
modification would help ensure a clear
representation and history of a project claim
adjustment and reimbursement payment
that would be available to anyone reviewing
a project claim file.

« State Water Board Response: The State
Water Board understands the importance
of ensuring staff perform efficiently and
document cost adjustment calculations
accurately, notingspecificdetailandrationale
in the project claim files. The State Water
Board has implemented improvements to
its existing procedures in an effort to ensure
a clear representation of project claim
adjustments and reimbursement payments.

Regarding Financial Element Item 2(d), Timely
and Expeditious Use of Funds, USEPA noted
that during the on-site visit, the State Water
Board expressed its intention to request USEPA
to transfer approximately $6.6 million from the
2015 DWSREF grant loan fund to the 15% local
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assistance set-aside, remaining compliant with
the ULO reduction strategy.

*  Recommended Follow-up: In accordance
with EPA's DWSRF ULO reduction strategy,
once the State Water Board transfers
the remaining funds in the FFY 2015
Capitalization Grant (#FS-98934915) to the
set-asides, it should send USEPA a letter
requesting additional time to expend the
funds, but not later than September 30,
2018.

To transfer funds from the FFY 2015
Capitalization Grant loan fund to the set-
aside fund, the State Water Board should
submit to USEPA for review and approval,
a grant amendment along with a letter
requesting additional time to expend these
set-aside funds.

« State Water Board Response: On March
15, 2018, the State Water Board submitted
to USEPA a written request to transfer
$6,613,920.00 from the FFY 2015
Capitalization Grant loan fund to the 15%
set-aside, followed by and amended grant
submitted to USEPA on April 3, 2018.

Additionally, USEPA noted in SFY 2016-2017,
the California DWSRF disbursement ratio was
75.5 percent (75.5%), which is an increase
from its previous year’s value of 69.9 percent
(69.9%); however, the State’s performance
was below the national average of 84 percent
(84%).

* Recommended Follow-up: USEPA suggests
that the State Water Board revisit the
functionality of the Loans and Grant
Tracking System (LGTS) as a tool to
track project budgets, record pay request
details, and ensure the timely processing of
disbursement claims.

« State Water Board Response: The State
Water Board utilizes its LGTS database
to track projects from application to
completion. This includes tracking of
project budgets and recording pay request
details. The State Water Board continually

analyzes specific data elements to monitor
its productivity. Based on the analytics of a
combination of specific data elements, the
State Water Board strives to maintain a
high level of efficiency in all programmatic
areas, while also identifying areas in
need of improvement and developing and
implementing solutions.

C. Demand Management

Demand for DWSRF and Prop 1 Drinking
Water funding from SWSs serving DACs,
specifically principal forgiveness/grant,
continued to outpace available funds. Available
DWSRF principal forgiveness and Prop 1
Drinking Water grant funds were effectively
fully committed as of June 30, 2018, with minor
balances remaining for potential cost increases
on existing commitments. While additional
principal forgiveness/grant funding may be
available in the future from the DWSRF and
complementary funding sources, the State
Water Board continues to track and implement
the DWSREF prioritization system to maximize
any available principal forgiveness/grant funds.

Demand for DWSRF repayable financing
remained consistent with historical trends
whereby the total commitment amount of
repayable financings for SFY 2017-18 did not
fully utilize available funding capacity. However,
the State Water Board continued to market 30-
year ETF in SFY 2017-18 for publicly owned
PWSs to generate greater demand for DWSRF
repayable financing.

Demand for DWSRF and complementary
drinking water funding for DACs/SDACs also
necessitated a re-organization of certain staff
and management assignments and duties
within DFA in SFY 2017-2018. Specifically,
certain  CWSRF and DWSRF staff and
management were transferred to the OSWS
to assist with DACs/SDACs. The OSWS was
then reorganized into two sections to serve
the drinking water and wastewater funding
and technical assistance needs of DACs/
SDACs in northern and southern California.
The remaining CWSRF and DWSREF staff and
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management were then re-organized into a
new Clean Water/Drinking Water SRF Section
to further consolidate the program management
of the CWSRF and DWSRF within DFA, as well
serve the funding needs of non-DACs/SDACs.

D. Comprehensive List

The Comprehensive List identified projects
potentially eligible for funding assistance
from the DWSRF program. As DFA received
applications, it assigned each project a category
from Section V.C.1 of the DWSRF Policy, then
recommended that the Executive Director of the
State Water Board, in consultation with DDW,
either add the project to the Comprehensive
List or update an existing project. The Executive
Director updated the Comprehensive List three
times.

E. Fundable List and Project Bypass

There were 123 projects identified on the
fundable list of projects in the SFY 2017-18
IUP, detailed in Exhibit H (page 53). Of these
123 projects, 53 were planning and 70 were

construction projects. The DWSRF program
awarded funding to 5 planning projects and
21 construction projects. Prop 1 Drinking
Water funds were awarded to 50 projects.
The remaining projects’ statuses is noted in
Exhibit C (page 41). Several of the projects not
funded in SFY 2017-18 are anticipated to be
funded in SFY 2018-19.

F. Marketing Updates

State Water Board staff participated in six (6)
California Financing Coordinating Committee
(CFCC) funding fairs during SFY 2017-18. The
funding fairs provide members of the public
and infrastructure development professionals
current information on funding options available
for different project types.

State Water Board staff also participated in
several conferences throughout the year to
provide updated information on the DWSRF
Program. These conferences included the
League of California Cities 2017 Annual
Conference and the Association of California
Water Agencies 2018 Spring Conference.
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G. Technical Assistance Updates

The DWSRF program budgeted two percent
(2%) of the FFY 2017 Capitalization Grant along
with prior year capitalization grants for SWSTA.
Its primary goals are to reduce the instances of
non-compliance with drinking water standards
and requirements, establish and assure safe
and dependable water supplies, improve
operational capability, and establish or improve
the TMF capacity of SWSs.

The SWSTA set-aside funded technical and
administrative staff within DFA to provide
technical assistance to SWSs. Assistance
by DFA staff included helping SWSs identify
drinking water problems and potential
solutions, assisting in the preparation of funding
applications, reviewing TMF assessments, and
evaluating potential funding eligibility. Staff also
helped resolve ownership issues, right-of-way
disputes, as well as interceded and mediated
with adjacent water systems regarding potential
water interties and consolidation projects. The
SWSTA set-aside also provided partial funding
for technical and administrative staff of the
Proposition 84 (Prop 84) funding program.
They prepared Prop 84 planning projects for
SWSs that led to DWSRF construction funding.

The budgeting and expenditures of the SWSTA
set-aside as of June 30, 2018 are shown in
Exhibit I (page 58).

H. Proposition 1 Drinking Water
Update

The State Water Board and DFA continued
to implement and award funding to planning
and construction projects using DWSRF and
Prop 1 Drinking Water funds. Due to extensive
coordination between funding sources, $301
million of DWSRF funding was awarded to
26 planning and construction projects in SFY
2017-18, of which approximately $31.6 million
was Prop 1 Drinking Water funds serving as
State Match for the DWSRF program. As of
June 30, 2018, approximately $112.1 million
of Prop 1 Drinking Water Funds had been
encumbered as State Match for the DWSRF.

In SFY 2017-18, $30.2 million of Prop 1
Drinking Water grant funds were also awarded
to 50 planning and construction projects
separately from the DWSRF. Exhibit J (page
62) lists the 50 projects funded exclusively by
Prop 1 Drinking Water in SFY 2017-18. As of
June 30, 2018, a cumulative amount of $127.5
million of Prop 1 Drinking Water grant funds had
been awarded to SWSs serving DACs/SDACs.

The State Water Board’s co-management of
DWSRF and Prop 1 Drinking Water funds
further enabled California to capitalize and
maximize state match for the DWSRF while
simultaneously providing financial benefits to
California’'s PWSs, especially those PWSs
serving small DACs. The tremendous amount
of funding provided through the DWSRF in
SFY 2017-18 has also enabled the State Water
Board to maintain a low and acceptable federal
ULO balance for the near future.

I. Proposition 68 (Prop 68) Update

On June 5, 2018, California voters approved
Prop 68 The California Drought, Water, Parks,
Climate, Coastal Protection, and Outdoor
Access for All Act of 2018 (Senate Bill 5,
DelLeon), which provides general obligation
bond funding tothe State Water Board for various
wastewater, drinking water, water recycling and
other related projects that will complement the
funding provided under the DWSRF. Prop 68
provided $250 million for grants and loans for
projects to improve access to safe drinking
water (Prop 68 Drinking Water) and projects to
improve water quality under the CWSRF SCG,
with priority given to projects that help DACs.
Prop 68 directed that Prop 68 Drinking Water
funds be administered in accordance with the
Prop 1 Drinking Water Program. The DWSRF
2018-2019 IUP was adopted in June of 2018
and reaffirmed the Prop 1 Drinking Water
guidelines, expanding them to incorporate Prop
68 Drinking Water procedures.

J. Consolidation Incentive Program

The Consolidation Incentive Program, as
described in the SFY 2017-2018 IUP, did not
receive requests during SFY 2017-18, but
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was revised to draw potential projects. In June
2017, the State Water Board adopted the SFY
2017-2018 IUP, which increased the zero
percent consolidation incentive program from
up to $5 million to up to $10 million per project.
Zero percent (0%) interest rate financing may
be awarded for an eligible construction project
(incentive project) that benefits an eligible PWS,
if such PWS completes a full consolidation with
a water system serving a DAC.

K. DWSRF Source Water Protection
Program

California established the DWSRF program
with federal capitalization grants awarded by
the USEPA. A portion of these funds was set-
aside for SWP loans.

Funding for the SWP program provides loans to
PWSs for the purchase of land or conservation

easements. PWSs may only purchase land or
a conservation easement from willing parties.
The purchase must be for the purposes of
protecting the system’s source water and
ensuring compliance with national drinking
water regulations. The DWSRF program
evaluated all projects using the priority system
described within the IUP in effect at the time
such SWP loans were awarded.

As of SFY 2017-18, the program had set aside
a total of $24,889,390 from the FFY 2000-2005
Capitalization Grants forthis program, but, due to
lack of demand from PWSs, subsequent federal
grant amendments returned $22,889,390 from
the FFY 2000-2005 Capitalization Grants to the
DWSREF infrastructure loan fund. As shown in
Table 7, $2,000,000 has been committed and
expended for SWP loans.

Table 7: Source Water Protection Loan Set-Asides

Funding

Project No. Category = Population

Recipient

Contra
Costa Water
District

0710003-017 SWP 201,100

Executed FA
Date

9/1/2003

Total
Funding
Assistance

Grant
Amount

Loan

Contract No. Amount

2001SWP101 | $2,000,000 $0 $2,000,000
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Vi. SET-ASIDES

he DWSRF program used a percentage of each federal capitalization grant as “set-asides”

in SFY 2017-18 to fund the administration of the DWSRF program as well as other activities
critical to the success of the program. The set-aside accounts included DWSRF Administration,
SWSTA, State Program Management, and Local Assistance Special Programs. These set-asides
aided in either administering the DWSRF program or providing funding and other technical
assistance to PWSs. The State Water Board budgeted 23 percent (23%) of the FFY 2017
Capitalization Grant for all four (4) set-asides, totaling $17,835,350. As of June 30, 2018, the
State Water Board had expended $7.65 million of the funds budgeted for set-aside activities from
the FFY 2017 Capitalization Grant. It is anticipated, that the remaining balance of the FFY 2017
Capitalization Grant set-aside funds will be liquidated no later than SFY 2018-19.

A. Administration Set-Aside

The State Water Board budgeted four percent
(4%) of the FFY 2017 Capitalization Grant,
totaling $3,101,800, along with prior years’
DWSRF Administration set-aside funds in SFY
2017-18 for the management of the DWSRF
program by DFA, DAS, Division of Information
Technology (DIT), and the Office of Chief
Counsel. The State Water Board expended
$1.93 million from the Administration set-aside
under the FFY 2017 Capitalization Grant.
The DWSRF Administration set-aside funded
technical and administrative personnel within
DFA who prepared construction and planning
approvals and agreements, inspected and
evaluated projects, and processed claims for
reimbursement. The Administration set-aside
also funded personnel activities associated with
various project tracking and reporting required
by USEPA as well as other state and federal
agencies. The Administration set-aside also
funded legal activities within the State Water
Board’s Office of Chief Counsel relating to the
review of agreements and legal advising on a
variety of programmatic issues including the
IUP, anticipated revenue bond requirements,
and implementation of various State and
federal requirements. Finally, the DWSRF
Administration set-aside funded a variety of
administrative support from DAS and DIT,
including accounting and budget office support
as well IT support.

A portion of the Administration set-aside
also funded state procurement contracts
with other entities, such as the accounting

firm CliftonLarsonAllen. In SFY 2017-18,
CliftonLarsonAllen completed the federal
single-audit of the DWSRF program for SFY
2017-18 and produced audited financials for
the DWSRF program which are included as
Exhibit K (page 65).

The budgeting and expenditures of the DWSRF
Administration set-aside, as of June 30, 2018,
are shown in Exhibit I (page 58).

B. Small Water System Technical
Assistance Set-Aside

The State Water Board budgeted two percent
(2%) of the FFY 2017 Capitalization Grant,
totaling $1,550,900, along with prior year
SWSTA set-aside funds in SFY 2017-18.
The State Water Board expended $0 from
the SWSTA set-aside under the FFY 2017
Capitalization Grant. The SWSTA set-aside
funded DFA staff and their technical assistance
provided to SWSs. The primary goal of DFA’'s
SWSTA is to assist SWSs to become eligible
for DWSREF financing to reduce the instances of
non-compliance with drinking water standards
and requirements; establish and assure safe
and dependable water supplies; improve
operational capability and establish or improve
their TMF capacities.

The SWSTA set-aside funded technical and
administrative staff within DFA and their
technical assistance to SWSs. Assistance by
staff included helping SWSs identify drinking
water problems and potential solutions,
assisting in the preparation of funding
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applications, reviewing TMF assessments, and
evaluating potential funding eligibility. Staff also
helped resolve ownership issues, right-of-way
disputes, as well as interceded and mediated
with adjacent water systems regarding potential
water interties and consolidation projects.
The SWSTA also enabled DFA technical
and administrative staff to assist third-party
technical assistance providers and their suite
of tasks further described below.

The budgeting and expenditures of the SWSTA
Set-Aside as of June 30, 2018, are shown in
Exhibit I (page 58).

C. Local Assistance Set-Aside

The State Water Board budgeted seven
percent (7%) of the FFY 2017 Capitalization
Grant, along with prior year capitalization
grants in SFY 2017-18, for technical assistance
to PWSs to support the State Water Board’s
TMF Capacity Development Strategy. The
State Water Board expended $365 thousand
from the Local Assistance set-aside under the
FFY 2017 Capitalization Grant. It is anticipated
that the remaining balance of the 2017 Local
Assistance set-aside will be liquidated over the
next couple of years, especially since these
funds will be made available to DDW for their
technical assistance to PWSs in support of the
State Water Board’s Capacity Development
Strategy.

A majority of the Local Assistance set-aside
funds were expended for third-party technical
assistance contracts with California Rural
Water Association (CRWA), Rural Community
Assistance Corporation (RCAC), Self-Help
Enterprises (SHE), and California-Nevada
chapter of the American Water Works
Association (AWWA). CRWA, RCAC and SHE
provided on-site technical assistance, including
income surveys, water rate studies, and
DWSRF application development. They also
provided or participated in a variety of online
and onsite workshops, symposiums and fairs,
which benefited over 2,300 PWSs in SFY 2017-
18. CRWA, RCAC, and SHE also provided
TMF assistance in SFY 2017-18, including

mutual water company board training, PWS
operation training, and water system ownership
research. The California-Nevada chapter of
AWWA provided technical assistance in the
validation water audits for urban water suppliers
in support of the State Water Board’s Capacity
Development Strategy.

In addition, RCAC developed and conducted
statewide onsite and online training workshops
that focused on building the TMF capacity of
PWSs. In SFY 2017-18, RCAC held two CalTAP
funding fairs. The fairs provided information on
free services and materials available to the water
systems and included two water symposiums
that focused on regulation updates, sanitary
surveys, and financial management. The
CalTAP fairs averaged 57 attendees and the
symposia averaged 28 attendees. In addition
to the funding fairs, RCAC held 49 onsite and
73 online workshops. Board members, water
system staff, and operators from more than
2,300 individual water systems participated in
the training events. RCAC utilized feedback
from training and workshop attendees to
improve its organizations’ effectiveness in
communicating with the public and ability to
provide helpful information.

The remaining expenditures of Local Assistance
set-aside in SFY 2017-18 were for technical
and administrative staff within DFA and their
efforts to provide assistance to PWSs in support
of the State Water Board’'s TMF Capacity
Development Strategy. DFA staff oversaw
and engaged third-party technical assistance
contractors on the activities described above, as
well as assisted funding applicants in achieving
the TMF capacity necessary to be eligible
for DWSRF funding; advised and reviewed
proposed water system consolidations and
interties; assisted and mediated in legal
entity formation and water system ownership
issues; and reviewed water rate studies.
Also, DDW expended approximately $5.5
million of the FFY 2015 Local Assistance set-
aside in support of the Capacity Development
Strategy by reimbursing staff costs associated
with SWS TMF assistance performed during
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their permitting, inspections, compliance and
monitoring (PICM) activities.

The budgeting and expenditures of the DWSRF
Local Assistance set-aside, as of June 30, 2018,
are shown in Exhibit | (page 58).

D. State Program Management Set-
Aside

The State Water Board budgeted ten percent
(10%) of the FFY 2017 Capitalization Grant,
along with prior year Capitalization Grants,
for the State Program Management set-aside
in SFY 2017-18. The State Water Board
expended $5.347 million from the State
Program Management set-aside under the
FFY 2017 Capitalization Grant. This set-aside
funded DDW’s PWSS regulatory program. In
SFY 2017-18, the State Program Management
set-aside subsidized a pro-rated portion of
DDW’s PICM activities as well as the general
administration activities of DDW with the PWSS
grant and California’s safe drinking water cost-
recovery account.

In general, DDW staff conducted inspections
and surveys of both large and SWSs, evaluated
treatment and infrastructure improvement
needs, reviewed plans and specifications in
relation to and for conformance with treatment
requirements, and assisted PWSs with state
and federal drinking water compliance issues.
The State Program Management set-aside
funds were used to enhance emergency
preparedness and terrorism/disaster response
preparedness of the PWSS program as well as
California’s PWSs. The DWSRF program also
utilized this set-aside to enhance and manage
its data reporting mechanisms, including the
Safe Drinking Water Information System. The
TMF capacity development activities inherent
within the PICM activities of DDW were partially
funded by the set-aside as well.

The budgeting and expenditures of the
State Program Management set-aside as of
June 30, 2018, are shown in Exhibit I (page
58).

South Fteserv_oir
Replacement Project
April 2017 - May 2019

EBMUD
At Work Improving Your Water System
Any Questions Regarding this Project
Please contact Community Affairs Office (510) 287- 0140
In case of emergency contact (866) 403-2683 .

Funding for the South Reservoir Construction Project
has been provided in full or part by Proposition 1 - The Water
Quality, Supply, and Infrastructure Improvement Act of 2014
and the Drinking Water State Revolving Fund through an

¥ agreement with the State Water Resources Control Board. ¥
California's Drinking Water State Revolving Fund is
capitalized through a variety of funding sources, including

grants from the United States Environmental Protection
Agency and state bond proceeds.

PROP 1 =

7
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VIil. ACRONYMS

AlS
ARRA

American Iron and Steel

American Recovery and
Reinvestment Act of 2009

ASAP Automated Standard Application of
Payments

AWWA American Water Works Association

California Technical Assistance
Provider

CRWA California Rural Water Association

CWSRF | Clean Water State Revolving Fund

DAC Disadvantaged Community
DAS Division of Administrative Services
Disadvantaged Business Enterprise
DW Division of Drinking Water

_ Division of Financial Assistance

Division of Information Technology

DWSRF | Drinking Water State Revolving Fund

Extended Term Financing

ESCWSs | Expanded Small Community Water

Systems

FFATA Federal Funding Accountability and

Transparency Act

Federal Fiscal Year

FSRS Federal Funding Accountability
and Transparency Act Subaward

Reporting System

Intended Use Plan

LEFA Legal Entity Formation Assistance

LGTS

Loans and Grants Tracking System

MCL Maximum Contaminant Levels

MBE Minority Owned Business Enterprise

OMB Office of Management and Budget

OSWS Office of Sustainable Water Solutions

PICM Permitting, Inspection, Compliance,
Monitoring

Public Water System

PWSs Public Water Systems

PWSS Public Water System Supervision

RCAC Rural Community Assistance
Corporation

State Controller’s Office

SDAC Severely Disadvantaged Community

SDACs Severely Disadvantaged
Communities

SDWA Safe Drinking Water Act

SERP State Environmental Review Process

SFY State Fiscal Year

SHE Self-Help Enterprises

SWP Source Water Protection

SWS Small Water System

SISTS Small Water Systems

SWSTA Small Water System Technical
Assistance

MF Technical, Managerlal Financial

USEPA

United States Environmental
Protection Agency

WBE Women Owned Business Enterprise
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Exhibit | Cumulative DWSRF Set-Aside Expenditures

Exhibit J Projects Funded by Prop 1 Drinking Water in SFY 2017-18
Exhibit K SFY 2017-18 Audited Financial Statements
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EXHIBIT A: SMALL WATER SYSTEMS FUNDING IN
2017-18

Funding Recipient

Project Number

SFY

Principal Forgiveness

Total SRF Funding

FA Execution
Date

Financial Status

Madera, County of (MD10A - Madera

Severely Disadvantaged

2010008-003C $6,596,815.00 $0.00 $6,596,815.00 2/8/2018
Ranchos)
Coachella Valley Water District 3310001-007C $5,000,000.00 $21,703,000.00 $26,703,000.00 6/19/2018 Severely Disadvantaged
Indio Water Authority 3310020-001C $5,525,025.00 $0.00 $5,525,025.00 6/27/2018 Severely Disadvantaged
Valencia Heights Water Company 1910163-001C $0.00 $1,949,003.00 $1,949,003.00 1/25/2018 Severely Disadvantaged
Santa Nella County Water District 2410018-002C $3,301,014.00 $0.00 $3,301,014.00 71712017 Severely Disadvantaged
Sutter, County of (Waterworks District 1) 5100107-008C $1,060,000.00 $0.00 $1,060,000.00 4/5/2018 Severely Disadvantaged
ﬁzlu:a County Waterworks District 0600008-001P $415,000.00 $0.00 $415,000.00 1211512017 Severely Disadvantaged
Washington Unified School District 1000204-001P $500,000.00 $0.00 $500,000.00 5/18/2018 Severely Disadvantaged
Lakeview Ranchos Mutual Water 1500525-001C $2.160,000.00 $0.00 $2.160,000.00 81312017 Severely Disadvantaged
Company
Bridgeport Public Utility District 2610003-005C $200,000.00 $0.00 $200,000.00 8/3/2017 Disadvantaged
g'lzmgts Bureka Community Services 3210011-005P $0.00 $350,000.00 $350,000.00 91312017 Not Disadvantaged
Bar-Len Mutual Water Company 3600025-001P $6,000.00 $0.00 $6,000.00 6/11/2018 Disadvantaged
Alpaugh Community Services District 5410050-001C $3,000,000.00 $0.00 $3,000,000.00 1/10/2018 Severely Disadvantaged
ﬁzlura County Waterworks District 0600008-002C $495,000.00 $0.00 $495,000.00 53012018 Severely Disadvantaged
Malaga County Water District 1010042-014C $0.00 $680,400.00 $680,400.00 8/7/2017 Disadvantaged
Lakeside Joint School District 4300779-001C $698,360.00 $0.00 $698,360.00 6/18/2018 Severely Disadvantaged
Oak Run Elementary School District 4500190-001C $273,000.00 $0.00 $273,000.00 12/28/2017 Severely Disadvantaged
Resort Improvement District No. 1 and Severely Disadvantaged
Shelter Cove Sewer and Other Facllty 1210022-002C $5,000,000.00 $0.00 $5,000,000.00 2/8/2018
Happy Camp Community Services 4710012-002C $1,593,000.00 $0.00 $1,593,000.00 sl26i201g | Severely Disadvantaged

District
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EXHIBIT D: DISADVANTAGED BUSINESS
ENTERPRISE REPORT FOR SFY 2017-18

MBE WBE TOTAL
Annual Total October 1, 2016-September 30, 2017 $11,582,671.00 $2,306,129.00 $13,888,800.00
Total Disbursements October 1, 2016-September 30, 2017 $309,685,552.00
Percentage to Total Disbursements October 1, 2016-September 30, 2017 4.0% 1.0% 5.0%
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EXHIBIT E: GREEN AND ADDITIONAL SUBSIDY
PROJECTS FUNDED IN SFY 2017-18

Funding Project Principal GPR Funding Total SRF FA Execution Status
Recipient Number Forgiveness Amount Funding Date
Alpaugh 5410050-001C $3,000,000.00 $0.00 $0.00 $3,000,000.00 1/10/2018 Severely
Community Disadvantaged
Services District
Bar-Len Mutual 3600025-001P $6,000.00 $0.00 $0.00 $6,000.00 6/11/2018 Disadvantaged
Water Company
Bridgeport Public | 2610003-005C $200,000.00 $0.00 $0.00 $200,000.00 8/3/2017 Disadvantaged
Utility District
Coachella Valley 3310001-007C $5,000,000.00 $21,703,000.00 $0.00 $26,703,000.00 6/19/2018 Severely
Water District Disadvantaged
Colusa County 0600008-002C $495,000 $0 $495,000 $495,000 5/30/2018 Severely
Waterworks Disadvantaged
District No. 1
Colusa County 0600008-001P $415,000.00 $0.00 $0.00 $415,000.00 12/15/2017 Severely
Waterworks Disadvantaged
District No. 1
Happy Camp 4710012-002C $1,593,000.00 $0.00 $0.00 $1,593,000.00 6/26/2018 Severely
Community Disadvantaged
Services District
Indio Water 3310020-001C $5,525,025.00 $0.00 $0.00 $5,525,025.00 6/27/2018 Severely
Authority Disadvantaged
Lakeside Joint 4300779-001C $698,360.00 $0.00 $0.00 $698,360.00 6/18/2018 Severely
School District Disadvantaged
Lakeview 1500525-001C $2,160,000.00 $0.00 $0.00 $2,160,000.00 8/3/2017 Severely
Ranchos Mutual Disadvantaged
Water Company
Madera, County 2010008-003C $6,596,815.00 $0.00 $0.00 $6,596,815.00 2/8/2018 Severely
of (MD10A Disadvantaged
- Madera
Ranchos)
Malaga County 1010042-014C $0 $680,400 $680,400 $680,400 8/7/2017 Severely
Water District* Disadvantaged
Oak Run 4500190-001C $273,000.00 $0.00 $0.00 $273,000.00 12/28/2017 Severely
Elementary Disadvantaged
School District
Resort 1210022-002C $5,000,000.00 $0.00 $0.00 $5,000,000.00 2/8/2018 Severely
Improvement Disadvantaged
District No. 1 and
Shelter Cove
Sewer and Other
Facility
Sacramento, 3410020-034C $0 $173,141,875 $30,000,000 $173,141,875 12/5/2017 Not
City of Disadvantaged
Santa Nella 2410018-002C $3,301,014 $0 $137,250 $3,301,014 7/17/2017 Severely
County Water Disadvantaged
District
South Tahoe 0910002-027C $0 $3,627,005 $127,600 $3,627,005 2/2/2018 Not
Public Utility disadvantaged
District
Sutter, County 5100107-008C $1,060,000 $0 $243,200 $1,060,000 4/5/2018 Severely
of (Waterworks Disadvantaged
District 1)
Washington 1000204-001P $500,000.00 $0.00 $0.00 $500,000.00 5/18/2018 Severely

Unified School
District

Disadvantaged
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EXHIBIT F: PROJECTS REPORTED TO FFATA FOR FFY
2017 CAPITALIZATION GRANT

Funding Recipient Project Number Agreement Date FFATA Due Date FFATA Report Date FFATmiia?mng
Sacramento, City of 3410020-034C 12/5/2017 1/31/2018 5/1/2018 $173,141,875
Total: $173,141,875

* Based on the FFY 2017 Capitalization Grant of $77,545,000
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EXHIBIT G: EXTENDED TERM FINANCING PROJECTS
IN SFY 2017-18

Funding Recipient Project Number Total SRF Funding FA Execution Date Loan Term
Coachella Valley Water District 3310001-007C $26,703,000 6/19/2018 30
East Bay Municipal Utility District 0110005-012C $18,946,632 12/14/2017 30
East Bay Municipal Utility District 0110005-013C $18,041,600 4/18/2018 30
San Diego, City of 3710020-074C $15,000,044 10/30/2017 30
South Pasadena, City of 1910154-001C $10,803,550 4/27/2018 30
South Tahoe Public Utility District 0910002-027C $3,627,005 2/2/2018 30
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EXHIBIT I: CUMULATIVE DWSRF SET-ASIDE
EXPENDITURES

DWSRF Administrative Set-Aside

Final Cap Grant Amount

(incl. In-Kind) Budget Amount In-Kind Amount Expenditure Amount Balance
1997 $75,565,707 $3,027,304 $0 $3,027,304 $0
1998 $77,108,200 $3,084,328 $0 $3,084,328 $0
1999 $80,816,700 $3,232,668 $0 $3,232,668 $0
2000 $83,993,100 $0 $0 $0 $0
2001 $84,340,000 $3,373,600 $0 $3,373,600 $0
2002 $82,460,900 $3,298,436 $68,553 $3,229,883 $0
2003 $81,966,200 $3,278,648 $0 $3,278,648 $0
2004 $85,027,600 $6,679,752 $70,000 $6,609,752 $0
2005 $84,847,500 $2,781,076 $0 $2,781,076 $0
2006 $67,153,678 $2,684,166 $30,000 $2,654,166 $0
2007 $67,105,000 $2,684,200 $0 $2,684,200 $0
ARRA 2009 $159,008,000 $5,364,472 $0 $5,364,472 $0
2008 $66,424,000 $2,656,960 $0 $2,656,960 $0
2009 $66,424,000 $2,656,960 $0 $2,656,960 $0
2010 $126,958,000 $5,078,320 $0 $5,078,320 $0
2011 $86,698,000 $3,467,920 $0 $3,467,920 $0
2012 $85,358,000 $3,414,320 $300,000 $3,114,320 $0
2013 $78,770,000 $3,150,800 $426,867 $2,723,933 $0
2014 $83,221,000 $3,328,840 $0 $3,328,840 $0
2015 $82,674,000 $3,306,960 $395,000 $2,911,960 $0
2016 $78,215,000 $3,128,600 $75,000 $3,053,600 $0
2017 $77,545,000 $3,101,800 $0 $1,937,209 $1,164,591
Total $1,861,679,585 $72,780,130 $1,365,420 $70,250,119 $1,164,591
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EXHIBIT I: CUMULATIVE DWSRF SET-ASIDE
EXPENDITURES (continued)

Small Water Technical Assistance Set-Aside

Final Cap Grant Amount

(inl. In-Kind) Budget Amount In-Kind Amount Expenditure Amount Balance
1997 $75,565,707 $68,245 $0 $68,245 $0
1998 $77,108,200 $1,542,164 $0 $1,542,164 $0
1999 $80,816,700 $1,616,334 $0 $1,616,334 $0
2000 $83,993,100 $0 $0 $0 $0
2001 $84,340,000 $1,686,800 $0 $1,686,800 $0
2002 $82,460,900 $1,649,218 $0 $1,649,218 $0
2003 $81,966,200 $1,639,324 $0 $1,639,324 $0
2004 $85,027,600 $3,339,876 $0 $3,339,876 $0
2005 $84,847,500 $1,390,538 $0 $1,390,538 $0
2006 $67,153,678 $1,342,083 $0 $1,342,083 $0
2007 $67,105,000 $1,342,100 $0 $1,342,100 $0
ARRA 2009 $159,008,000 $2,787,147 $0 $2,787,147 $0
2008 $66,424,000 $1,328,480 $0 $1,328,480 $0
2009 $66,424,000 $1,328,480 $0 $1,328,480 $0
2010 $126,958,000 $2,539,160 $0 $2,539,160 $0
201 $86,698,000 $1,733,960 $0 $1,733,960 $0
2012 $85,358,000 $1,707,160 $0 $1,707,160 $0
2013 $78,770,000 $1,575,400 $0 $1,575,400 $0
2014 $83,221,000 $1,664,420 $0 $1,664,420 $0
2015 $82,674,000 $1,653,480 $0 $1,653,480 $0
2016 $78,215,000 $1,564,300 $0 $1,293,059 $271,241
2017 $77,545,000 $1,550,900 $0 $0 $1,550,900
Total $1,861,679,585 $35,049,569 $0 $33,227,428 $1,822,141
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EXHIBIT I: CUMULATIVE DWSRF SET-ASIDE
EXPENDITURES (continued)

State Program Management Set-Aside

Final Cap Grant Amount

(inl. In-Kind) Budget Amount In-Kind Amount Expenditure Amount Balance
1997 $75,565,707 $4,157 $0 $4,157 $0
1998 $77,108,200 $308,433 $0 $308,433 $0
1999 $80,816,700 $323,267 $0 $323,267 $0
2000 $83,993,100 $0 $0 $0 $0
2001 $84,340,000 $2,000,000 $0 $2,000,000 $0
2002 $82,460,900 $2,000,000 $0 $2,000,000 $0
2003 $81,966,200 $2,000,000 $0 $2,000,000 $0
2004 $85,027,600 $2,400,000 $0 $2,400,000 $0
2005 $84,847,500 $4,077,000 $0 $4,077,000 $0
2006 $67,153,678 $4,704,000 $0 $4,704,000 $0
2007 $67,105,000 $4,934,400 $0 $4,934,400 $0
ARRA 2009 $159,008,000 $0 $0 $0 $0
2008 $66,424,000 $4,882,164 $0 $4,882,164 $0
2009 $66,424,000 $4,882,164 $0 $4,882,164 $0
2010 $126,958,000 $9,318,717 $0 $9,318,717 $0
201 $86,698,000 $8,669,800 $0 $8,669,800 $0
2012 $85,358,000 $8,535,800 $0 $8,535,800 $0
2013 $78,770,000 $7,089,300 $0 $7,089,300 $0
2014 $83,221,000 $8,322,100 $300,000 $8,022,100 $0
2015 $82,674,000 $8,267,400 $0 $8,267,400 $0
2016 $78,215,000 $7,821,500 $0 $7,821,500 $0
2017 $77,545,000 $7,754,500 $0 $5,347,940 $2,406,560
Total $1,861,679,585 $98,294,702 $0 $95,588,142 $2,406,560
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EXHIBIT I: CUMULATIVE DWSRF SET-ASIDE
EXPENDITURES (continued)

Local Assistance Set-Aside
Final Cap Grant Amount

(incl. In-Kind) Budget Amount In-Kind Amount Expenditure Amount Balance
1997 $75,565,707 $6,831,577 $0 $6,831,577 $0
1998 $77,108,200 $0 $0 $0 $0
1999 $80,816,700 $0 $0 $0 $0
2000 $83,993,100 $2,000,000 $0 $2,000,000 $0
2001 $84,340,000 $0 $0 $0 $0
2002 $82,460,900 $0 $0 $0 $0
2003 $81,966,200 $0 $0 $0 $0
2004 $85,027,600 $0 $0 $0 $0
2005 $84,847,500 $0 $0 $0 $0
2006 $67,153,678 $0 $0 $0 $0
2007 $67,105,000 $0 $0 $0 $0
ARRA 2009 $159,008,000 $0 $0 $0 $0
2008 $66,424,000 $0 $0 $0 $0
2009 $66,424,000 $0 $0 $0 $0
2010 $126,958,000 $0 $0 $0 $0
201 $86,698,000 $2,600,940 $0 $2,600,940 $0
2012 $85,358,000 $4,267,900 $0 $4,267,900 $0
2013 $78,770,000 $2,507,007 $0 $2,507,007 $0
2014 $83,221,000 $4,993,260 $0 $4,993,260 $0
2015 $82,674,000 $8,267,400 $0 $7,217,939 $1,049,461
2016 $78,215,000 $7,821,500 $0 $7,794,665 $26,835
2017 $77,545,000 $5,428,150 $0 $365,082 $5,063,068
Total $1,861,679,585 $44,717,734 $0 $38,578,370 $6,139,364
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EXHIBIT J: PROJECTS FUNDED BY PROP 1
DRINKING WATER IN SFY 2017-18

Fuqd!ng Project Number Prlpapal Total Funding 2R Financial Status
Recipient Forgiveness Date

Mountain House 0105009-001P $0.00 $380,000.00 $380,000.00 11/30/2017 Severely

School District Disadvantaged

Lukins Brothers 0910007-002P $137,000.00 $0.00 $137,000.00 7126/2017 Disadvantaged

Water Company

Malaga County 1010042-014C $955,100.00 $0.00 $955,100.00 8/7/2017 Severely

Water District Disadvantaged

Myers Flat Mutual 1200538-002P $230,000.00 $0.00 $230,000.00 9/13/2017 Severely

Water System, Inc. Disadvantaged

Orleans Community 1200729-003P $170,000.00 $0.00 $170,000.00 8/1/2017 Disadvantaged

Services District

Rio Dell, City of 1210012-008P $433,300.00 $0.00 $433,300.00 2/14/2018 Severely
Disadvantaged

Mojave Public Utility 1510014-002P $500,000.00 $0.00 $500,000.00 2/8/2018 Severely

District Disadvantaged

Cobb Area County 1710012-002P $500,000.00 $0.00 $500,000.00 3/13/2018 Disadvantaged

Water District

Lake, County of 1710022-008C $161,328.00 $0.00 $161,328.00 12/18/2017 Disadvantaged

(CSA20)

Bell Gardens, 1910108-008P $471,000.00 $0.00 $471,000.00 3/20/2018 Disadvantaged

City of

Sativa-L.A. County 1910147-011P $253,000.00 $0.00 $253,000.00 2/22/2018 Disadvantaged

Water District

Tract 349, Mutual 1910160-009C $3,086,318.00 $0.00 $3,086,318.00 10/30/2017 Disadvantaged

Water Company

Madera, County of 2000293-002P $500,000.00 $0.00 $500,000.00 8/2/2017 Disadvantaged

(MD46 - Ahwahnee

Resorts)

Leisure Acres 2000534-001P $400,000.00 $0.00 $400,000.00 8/28/2017 Disadvantaged

Mutual Water

Company

Madera, County of 2000544-002P $280,000.00 $0.00 $280,000.00 7/26/2017 Severely
Disadvantaged

Madera, County of 2010004-002P $500,000.00 $0.00 $500,000.00 7/10/2017 Severely
Disadvantaged

Mendocino Unified 2300584-001P $500,000.00 $0.00 $500,000.00 5/25/2018 Severely

School District Disadvantaged

Bridgeport Public 2610003-005C $2,586,894.00 $0.00 $2,586,894.00 8/3/2017 Disadvantaged

Utility District

Placer County 3110005-007P $480,000.00 $0.00 $480,000.00 3/15/2018 Disadvantaged

Water Agency

Indian Valley 3210001-005P $280,000.00 $0.00 $280,000.00 2/13/2018 Severely

Community Disadvantaged

Services District

Chiriaco Summit 3301115-001C $2,963,400.00 $0.00 $2,963,400.00 1/23/2018 Severely

Water District Disadvantaged

Coachella Valley 3310001-008P $500,000.00 $0.00 $500,000.00 1/2/2018 Severely

Water District Disadvantaged

Apple Valley 3600009-001P $372,900.00 $0.00 $372,900.00 12/18/2017 Disadvantaged

Heights County

Water District

Bar-Len Mutual 3600025-001P $474,800.00 $0.00 $474,800.00 6/11/2018 Disadvantaged

Water Company

Hi-Desert Mutual 3600123-001P $484,500.00 $0.00 $484,500.00 5/11/2018 Disadvantaged

Water Company

Bighorn-Desert View 3610009-002P $500,000.00 $0.00 $500,000.00 10/17/2017 Severely

Water Agency Disadvantaged
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EXHIBIT J: PROJECTS FUNDED BY PROP 1

Funding

Recipient

DRINKING WATER IN SFY 2017-18

Project Number

(continued)

Principal
Forgiveness

Total Funding

FA Execution

Date

Financial Status

Shasta, County of 4500006-001P $500,000.00 $0.00 $500,000.00 3/2/2018 Disadvantaged

Alleghany County 4600012-006C $900,000.00 $900,000.00 7/20/2017 Severely

Water District Disadvantaged

Sierra County 4600019-001P $300,000.00 $0.00 $300,000.00 8/3/2017 Severely

(Calpine) Disadvantaged

Waterworks District

No. 1

Dunsmuir, City of 4710002-002P $500,000.00 $0.00 $500,000.00 10/17/2017 Severely
Disadvantaged

Mt. Shasta, City of 4710008-002P $489,000.00 $0.00 $489,000.00 1/2/2018 Severely
Disadvantaged

Mt. Shasta, City of 4710008-003P $500,000.00 $0.00 $500,000.00 1/2/2018 Disadvantaged

Weed, City of 4710009-001P $542,000.00 $0.00 $542,000.00 11/27/2017 Severely
Disadvantaged

Weed, City of 4710009-002P $500,000.00 $0.00 $500,000.00 11/28/2017 Severely
Disadvantaged

Yreka, City of 4710011-001P $393,000.00 $0.00 $393,000.00 2/2/2018 Severely
Disadvantaged

Musser Properties 4900787-001P $205,000.00 $0.00 $205,000.00 1/2/2018 Disadvantaged

L.P.

Musser Properties 4900791-001P $160,000.00 $0.00 $160,000.00 11/15/2017 Disadvantaged

L.P.

Janice Patterson 4900799-001P $175,000.00 $0.00 $175,000.00 3/29/2018 Disadvantaged

and Laurie Parish

TLC Child and 4901267-001C $75,000.00 $5,000.00 $80,000.00 10/12/2017 Severely

Family Services Disadvantaged

Crows Landing 5000005-001P $500,000.00 $0.00 $500,000.00 11/7/2017 Severely

Community Disadvantaged

Services District

Turlock Unified 5000116-001P $500,000.00 $0.00 $500,000.00 4/27/2018 Severely

School District Disadvantaged

Los Molinos 5210003-001C $1,600,000.00 $0.00 $1,600,000.00 3/8/2018 Severely

Community Disadvantaged

Services District

Lewiston 5301003-001C $1,200,000.00 $0.00 $1,200,000.00 4/5/2018 Severely

Community Disadvantaged

Services District

Lemon Cove 5400616-001P $500,000.00 $0.00 $500,000.00 7/20/2017 Severely

Sanitary District Disadvantaged

Patterson Tract 5402038-001P $285,000.00 $0.00 $285,000.00 4/23/2018 Severely

Community Service Disadvantaged

District

Lindsay, City of 5410006-007P $500,000.00 $0.00 $500,000.00 7/31/2017 Disadvantaged

Muller Mutual Water 5500064-001P $175,000.00 $0.00 $175,000.00 4/5/2018 Disadvantaged

Company

Davis Joint Unified 5700623-001C $600,000.00 $0.00 $600,000.00 12/19/2017 Severely

School District Disadvantaged

Knights Landing 5710004-002P $473,000.00 $0.00 $473,000.00 5/31/2018 Disadvantaged

Community

Services District

North Yuba Water 5810006-001P $500,000.00 $0.00 $500,000.00 9/28/2017 Disadvantaged

District
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