
STATE OF CALIFORNIA

STATE WATERRESOURCESCONTROLBOARD

In the Matter of the Petition of

the City of Kerman for Review of Order No. WQG74—12)
)

Water Quality Staff Determination._)

BY BOARD VICE CHAIRMANROBIE:

By letter d~.ted June 20, 1974, the City of Kerman

(petitioner) requested the State Water Resources Control Board

(State Board) to review certain determinations of the Staff of

the Division of Water Quality (Staff).

A hearing in this matter was held by the State Board

on July 1, 1974.

SUlVIMARY OF PROJECT, CONTENTIONS
OF PETITIONER AND STAFF DETERMINATION

Petitioner proposed a 1972—73 fiscal year project in-

volving construction of a treatment plant, interceptor sewer,

and a second sewer commonly known as the Del Norte Sewer Line.

In July of 1972, the estimated cost of the entire project

amounted to $1,099,260. Petitioner’s estimated share of costs
1

at this point was $29~,56O. In August of 1972, petitioner sub—

mitted a pr.ofrect report. to th~e State Boa-rd, and, in Novembe~r

of 1972, petitioner’s bond issue’ in the amount of $300,000

1. All estimates of cost are based on evidence of the petitioner
submitted at the hearing on July 1, 1974.
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received voter approval. Thereafter the project proceeded

through the review process and, ultimately, a final draft of’

plans and specifications was delivered to the State Board on

June 27, 1973. The State Board made its grant offer on

November 2, 1973. The EPA grant offer was not made until

April 17, 1974. The project was put out to bid, and bids were

received in May of 1974.

The cost of the project, and the estimated cost to

petitioner, has dramatically increased since initially assessed

in 1972, as illustrated by the following data:

Estimated Estimated Petitioner’s
Date Project Cost Grant Funds Estimated Share

2
July, 1972 $1,099,260 $ ~OO,7OO $29~,56Q

3
January, 1973 1,214,300 963,200 251,100

January, 1974 1,490,000 1,200,500 2~9,5OO
4

May, 1974 1,~1O,37O 1,454,663 355,707

In approximately two years, since July of’ 1972, total project

costs have increased from $1,099,260 to $1,~1O,37O, an increase

of almost 65%. While grant funding for the project has also

‘increased substantially during the same period, the petitioner’s

2. Based on s~t~ie~and ~

3. Based on state and federal grant percentage of ~7.5%.

4. The estimated amounts indicated ±~or May of 1974 are based
on. actual bid amounts for the project.
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share of costs of the project now amounts to $355,707, con-

siderably in excess of the amount of bonds previously approved

for the purpose of payment of petitioner’s share of costs.

The increase in project cost is not associated with

any change in project scope, but is rather attributable to

inflationary trends of recent years. A significant portion of

the inflationary increase occurred between January and May of

1974, when project cost escalated by almost 20%.

After receipt and review of the bids, the petitioner

requested the Staff to classify the Del Norte Sewer Line as

an interceptor. This would have increased eligible project cost

by approximately $97,000, would have resulted in additional

grant funds for petitioner of approximately $~2,000, and would

have reduced the cost of petitioner’s share of the project to

approximately $271,000. Staff declined to make such a classi-

fication, and petitioner thereupon requested the State Board

to provide additional funds for the project. At the hearing,

the specific contention of the petitioner was that additional

funding should be provided because the project was unduly

delayed by the Staff and by EPA andThebause this delay has

occasioned increased project cost which is not the fault of

petitioner and for which funds are not available.

FINDINGS AND CONCLUSIONS

While the petitioner did not press its original con-

tention that the Del Norte Sewer Line was an interceptor and
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should be so classified, the issue should be resolved to assure

complete disposition of this matter. Evidence introduced at

the hearing makes it very clear that the Staff determination

that this sewer line was not an interceptor is correct. The

sewer line in question is 1~asically a part of the sewage col-

lection system of the petitioner, and it in no sense fulfills

any of the criteria for interceptor classification. It is, at

most, a trunk sewer, and it is not a part of Group I projects

5
eligible for funding during fiscal year 1972—73.

Secondly, there were no facts presented by the pe-

titioner during the course of the hearing which require or

justify increase of grant funds. It does not appear that there

was in fact any undue delay on the part of the Staff in proc-

essing this project. A sLbstantial vblume of work is in-

volved in review and evaluation of proposed projects. We

have carefully reviewed the chronology of events related to this

project and the other evidence introduced at the hearing.

Nothing indicates any unusual or unnecessary delays caused by

Staff action. As a matter of fact, evidence at the hearing

indicated that the primarycomplaint of petitioner on unnecessary

delay was directed against EPA. Petitioner noted that while

the state grant offer was made on November 2, 1973, the federal

grant offer was not made until April 17, 1974, some 5~ months

5. See Sections 2101(h) and 2120(d)(l) of the grant regulations
adopted February 17, 1972, and Section 2122 of the grant
regulations adopted January 4, 1973.
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later. Petitioner indicated that if the federal grant offer

had been received as late as January or early February of 1974

the petitioner would have been able to avoid a large part of

the inflationary cost increases which now affect its project.

In addition, the evidence indicated that petitioner’s project

had in fact been processed by Staff more rapidly than the

majority of 1972—73 t’iscal year projects. No doubt this was

primarily due to the diligence with which petitioner pursued

its project.

,~y.

The problem facing petitioner is one which may well

be faced by a number of other grantees, and there are several

comments we should make. Public interest requires adequate

review of proposed projects where substantial amounts of state

and federal contributions are involved. The magnitude, com-

plexity, funding limits, legal requirements and institutional

constraints involved in the review require substantial review

time. This is a known fact and has been a known fact for a

considerable period of time.

The problem being faced by petitioner stems primarily

from rampant inflation in project costs. This inflation affects

not only petitioner’s costs, but, as can be seen from the

previous data, it also has a gigantic effect on the amount of

state and federal grant funds needed for the project. In vi~ew~

of the inflationary spiral occurring, the State Board has done

6. Petitioner had no explanation for the delay of 5~- months
between state and federal grant offers. Unfortunately,
although invited to attend the hearing on July 1, 1974,
EPA did not do so and the exact reason for the delay must
remain a matter of conjecture.
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and will continue to do everything possible to expedite proj-

ect review to the extent compatible with providing adequate

review.

While the State Board will do everything possible to

expedite projects, the petitioner and others similarly situated

must be prepared to defray their share of increased costs

associated with inflation in the area of construction of treat-

ment works just as they must meet inflationary costs in other

aspects of their activities. It must be recognized that grant

funds are limited, that 1972—73 fiscal year funds presently

available have been committed, and that the increased demand

on grant funds caused by inflationary increase of project costs

may require that some very necessary projects be deferred to

later fiscal years for funding. Acquiescence in the requests

of petitioner would only compound this unfortunate situation.

Accordingly, having considered all of the contentions

of the petitioner, we find and conclude as follows:

(1) The Staff determination that the Del Norte Sewer

Line was not an interceptor was correct and should be affirmed.

(2) Additional grant funding should not be provided

to defray any additional grantee share of project cost due to

inflation.
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ORDER

IT IS HEREBY ORDEREDthat the petition of the City

of Kerman be, and it is, denied.

Dated: JUL 18 19(4

We Concur:.

A4V2f2C~
Ronald B. Robie
Vice Chairman

[IL; (At~~
W. W. Adams, Chairman

,~3 ~
R6y ~‘Dodson, Member

~I>(LudA~-
n) Auer, MemberMr~7T~F1

•

W. Don aug an, emb
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