Headwaters Fund Board Meeting
September 15, 2009

12:30 - 3:00 PM
Prosperity Center – Conference Room

520 E Street, Eureka

Minutes

Members Present: Patrick Cleary, Kathy Moxon, Daniel Opalach, Jon Sapper, Alex Stillman and Zach Zwerdling

Members Absent: Mark Burtchett

Others Present: Gregg Foster, Steven Santos, Dawn Elsbree and Sandy Alcaraz
1.
Opening – Meeting came to order at 12:35

a.
Approval of August 18, 2009 minutes – Motion made by Jon Sapper, second by Alex Stillman to approve minutes from previous meeting; so carried.

b.
Public comment on non-agenda items – Gregg Foster is back as Executive Director of RREDC; he is looking forward to working with us again.  Possible activity related to outreach to the Humboldt Creamery dairies; RREDC will be lead on this and will be working with CDBG and Headwaters Fund.  

2.
Permit Streamlining Grant Update – Steve Santos from Community Development Services will present updates and an overview of the Permit Streamlining grant.  This was a $20,000 grant award in 2006.
Presentation – The twenty thousand dollars is part of a one hundred eighty thousand dollar grant to provide a browser based information system.  This is a workflow based database.  Goals of OnTrack are straightforward; integrate systems within each division and across divisions countywide.  Will reduce costs; each month we hand audit, sorting is labor intensive.  Now sorting is done through the new system; able to track quicker with more accuracy.  Fees will now be assessed through this platform as well.  This new system will be able to track which projects are stuck or stale and what stage they are in.  Three county departments will be on the system soon; Building and Planning, Public Works and Environmental Health.  The last goal is to allow more access of information; public access portal will be available for customers to log in and get status messages as well as be able to download forms.  There are four phases; have already gone live in Building and Planning and hope to be up to full speed in Environmental Health by end of the year.  Timesheets and invoicing are something we may be able to do in the future.  How are you going to measure savings in processing time?  Mainly in terms of staff time spent before the new system was used.  We have historical data from before the system was installed; we will be able to track and see how quickly the process currently takes.  Obstacle; departments are still needing to do the daily work while trying to work on and establish the new system.  Is there any way to get the planning piece to move faster?  We have a lot of cracks for things to fall through; getting a new initiative provides a new opportunity to change the culture and the way things are done.  What was the total budget for this project?  One hundred eighty thousand dollars.  Normally these projects would cost as much as half a million dollars.  Are employees going to be allowed to do what they do now or will they be coerced into doing things the new way?  This new system gives us the opportunity to make progress on those issues.  Right now the system is a mess; if the individual users aren’t entering the correct dates then you have a fuzzy picture.  Accountability will force the process to move faster; transparency in shedding light on things.  How many employees will use this system? Somewhere around 80.  Decreasing costs, decreasing processing time and improving public access were the three original goals.  If you can show improvement in these areas that would be something the Board and public would like to know.

3.
Headwaters Fund Manuals – Review of Headwaters Fund Manuals to prepare slate of recommended changes to the Board of Supervisors.

Recommended HWF Revolving Loan Fund (RLF) Manual Changes
Section 4.b.i: Eligible Organizations

Add: “Organizations may be located outside of the County if the Extraordinary Project criteria in section 17 are met.”

HFB recommends changing the language to allow, in exceptional circumstances, businesses outside of Humboldt County to apply for RLF loan funds for projects.

Section 4, Figure 1, HWF/Lender Portion Size:

Change to: “Maximum (established firms): $800,000 (with exceptions as allowed by the Extraordinary Project criteria in section 17.)”

HFB has received several preliminary requests for larger loans. The ability to make larger loans for extraordinary projects allows the fund to be more responsive to community needs.

Section 9.b: Portfolio Management Guidelines

Change to: “a particular borrower group may not hold more than $800,000 in total loans from RLF, with exceptions as allowed by the Extraordinary Project criteria in section 17.

This change allows the fund to fulfill requests for larger loans to businesses bringing extraordinary economic benefit to Humboldt County. 

Section 10.a.iv:Capital/Liquidity Reserve

Dawn and Kathy will work to further refine this language and bring a recommendation to the next meeting.
Section 17: Extraordinary Project criteria

Add text as it appears in Extraordinary Projects, Section 37 of the CIF manual with the following change:

17.c. “Businesses and non-profit organizations are eligible to apply.” 

Adding the Extraordinary Project criteria to the RLF Manual enables it to stand alone as an operational guide. Government jurisdictions are not eligible to apply for RLF loans so the Extraordinary Project Criteria in the RLF manual should be amended to reflect that.
Recommended HWF Grant Fund (GF) Manual Changes:

Section 5: Award Amounts and Types

HFB recommends the following changes related to the Grant Fund:

5.c.i. Replace “All other GF Funds with “unsolicited proposals” to reflect the differentiation between Grant Fund proposals and Grant Initiative proposals.

5.c.ii. Delete “The Grant Fund anticipates funding up to 10 projects.” This is a guideline for applicants, not an operational restriction.

5.c.iii. Insert “up to” to reflect that GF awards will be made up to three times a year, but in some years there will be less rounds.

5.d. Insert the following language from the February 5, 2008 Board report to reflect the addition of a Grant Initiative Fund:

d) Grant Initiative Fund

i)  In 2008, $638,405 was initially set aside as a pro-active grant initiative fund. The HFB will select a priority economic development area within the Prosperity! Strategy and the HWF Charter goals and develop a strategy, an initiative steering committee (comprised of the HFB in whole or part), commit staff resources and launch and staff each identified initiative. The Board of Supervisors will approve each initiative before it starts and will approve all grant awards.

ii) The initiative fund will continue to be funded from two sources: Revolving Loan Fund (RLF) interest and unspent grant funds (interest) from the Liquidity Fund.  Annual and all previously accrued interest from the RLF program will be the primary source of funding for the initiative grant program. Any un-granted monies from the Grant Fund are available for Grant Fund Initiative projects.  

Section 17: Grant Notification and Contract

17.c. The contract must be executed within 6 months of the grant award. The grantee may request an extension in writing for extenuating circumstances. If the extension requested is for more than a year from the award date, the extension requires HW Board approval.
Recommended HWF Community Investment Fund (CIF) Manual Changes

Section 10: Organizations Eligible for Funding (Grants)

Change 10.a. to “Government jurisdictions and non-profit organizations in Humboldt County are eligible to apply. Organizations may be located outside of the County if the Extraordinary Project criteria in section 37 are met.”

HFB recommends changing the language to allow, in exceptional circumstances, organizations outside of Humboldt County to apply for CIF grant funds for projects. There are certain types of infrastructure projects which local organizations may not have the capacity for but which may still have extraordinary local benefit.  
Section 19: Grant Notification and Contract

Add 19.c. ‘The contract must be executed within 6 months of the grant award. The grantee may request an extension in writing for extenuating circumstances. If the extension requested is for more than a year from the award date, the extension requires HW Board approval.”

This new stipulation will ensure proper oversight of Headwaters resources by notifying the HFB of delays in project startups. 

Section 27.a.i.: Eligible Organizations (Loans)

Change 27.a.i. to “Government jurisdictions and non-profit organizations in Humboldt County are eligible to apply. Organizations may be located outside of the County if the Extraordinary Project criteria in section 37 are met.”

This language change is the same as that recommended above for the grant section. In the original manual version, this section excluded the County of Humboldt from receiving CIF loans. This was an error in the manual. The Charter does not exclude the County of Humboldt from receiving CIF loans, nor does the CIF manual section related to eligible organizations for grants exclude the County of Humboldt. It was not the intent to allow the County of Humboldt to be eligible for CIF grants, but not loans. The HFB wants to correct that prior error. 

Section 27.c: Figure 1, Loan Size

Change language to “Loans up to $800,000 with exceptions allowed by the Extraordinary Project criteria in section 37.”

The HWB recommends this change to allow for a larger loan if the project is extraordinary in terms of economic benefit.

Section 37: Extraordinary Project

Change 37.c. to read: “Government jurisdictions and non-profit organizations are eligible to apply.”

The original text excluded the County of Humboldt from receiving Extraordinary Project funding. Once again, this was an error. The Charter does not exclude the County of Humboldt from receiving Headwaters Funding from any of its CIF or grant programs.  The original intent of the Charter was to allow the County of Humboldt to access Headwaters Funds for appropriate economic development projects, but to exclude the County from using Headwaters for “general fund purposes.” When drafting the Headwaters Fund Charter, the County contracted with Carol Lew of Stradling, Yocca, Carlson and Rauth to ensure that the language made the Headwaters Funds “unavailable to the County for general purpose spending or working capital, even during times of fiscal emergencies.” Upon recent consultation with Ms. Lew, her legal counsel was to not try and further specify guidelines regarding County access to Headwaters funds, other than what is already stated in the charter and manuals. She feels that the legal boundary is clear as stated.

The Extraordinary Project Criteria, Section e, reiterates that Headwaters Funds cannot be used for general County government spending.
It is unclear how the board should use this Extraordinary Project criteria operationally. The Board would like more definition about how to measure the baseline economic benefit so that they can also measure twice the economic benefit. This is an issue which could be referred to the new Evaluation Committee which will be analyzing outcomes and impacts from completed Headwaters Project to date. Decision to ask the committee to come up with a recommendation for clarifying the calculation for Extraordinary Projects.
4.
Fund Evaluation – Evaluation of impact of first five years of the fund.

Discussion – Dawn has been speaking with Steve Hackett at HSU about doing a study of the first 5 years of the fund; coming up with criteria so we have ongoing information as to how well things are going.  The cost will be roughly $1,100.00.  We are interested in looking for people to join a committee/subcommittee that can delve into this and come up with outcomes to be measured as well as questions that are asked because of the outcomes.   Is anyone willing to join the subcommittee and what outcomes would you like to see, what information do you want?  What would the time commitment be?  Meet 3-4 times over the next 3-4 months.  It would be worth looking into other counties and see how they compare to us.  Zach would be interested in serving.  Who is on the committee? Alex Stillman, Kathy Moxon and Zach Zwerdling from Headwaters, Laura Olson from California Endowment, Leigh Pierre-Oetker from the McLean Foundation and Steve Hackett, HSU Economics Professor.  A five-year review seems reasonable.  

Grants Overview – Review of grants to date
Quick Grant Fund Facts:

· Since 2003, there have been 126 Grant Fund requests; 47 of these were awarded (37%).  
· The largest grant was $146,000 to CR for the Simulation Center.  The smallest grant was $6,767 to the Garberville airport for an automated fueling system.  
· To date $1,834,513 in grants have been awarded, leveraging over $3m in matching funds.  

· Average yearly allocation has been $271,420; actual award average has been $262,073.  

· Unallocated grant funds to date total $65,487.
      Quick CIF Grant Facts:

· To date, there have been $1,811,129 in grants

· $951K fishing industry/docks

· $510K airport

· $300K hospital

· $50K community center
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Almost 2/3 of the money granted has actually been paid out.  We only want to change the criteria if we’re not making progress with grants; was the outcome what we expected?  It would be helpful to find a different sort; possibly by industry cluster instead of by year.  Every industry has taken quite a hit in the past two years; don’t know that we want to measure right now.  What questions are in our mind; what’s the economy like? 
6.  Grant Review Criteria – Grant evaluation criteria and rating sheet

Discussion – Were there one or more grants that you would not have funded if you knew what the outcome would be?  Disappointed in Web Portal project; right grant but didn’t unfold like we wanted.  Most of the grant went through the County. Research Applied to the Challenges of Local Industries?  Don’t know if the study helped; it’s open season now on the Aleutian goose.  Do we feel bad that the teaching kitchen for CR is closed?  It’s not closed; culinary classes are still held there; non-culinary classes have moved to Stewart’s school in the Safeway shopping center in Arcata.  North Coast Open Studio; multi-faceted but at some point we decided to stop funding them.  Was it a mistake not to continue?  This will never be self-sustaining; stayed alive at a lower level.  Are there some programs that we feel are important enough to set money aside for a long-term commitment?  Film commission; where is it now?  SBDC is the fiscal receiver for that.  CAFF; funded three times.  Do we want to continue funding non-profits?  Eco-Hostel; they’re looking at the Samoa Cookhouse as a location.  They’re project is terribly expensive but they feel like they’re doing very well.  They’re talking to private investors; will update the Board soon.  Redwood Dock; that’s one we probably shouldn’t have funded.  Branding Project; working on film clips now.  It’s difficult to get this diverse group together.  Don’t recall the grant funding a film.  Funding was for images and enough tools to market their product to appear in a uniform regional look and feel.  We wanted a brand that would move across product lines.  Do board members feel there is any reason to modify the grant criteria?  We need to be consistent and alll rank numerically on the rating sheet.  This round the board should use what we currently have; if it doesn’t work, then the next round we can change the criteria.  

7.
Closing – Meeting adjourned at 3:03 pm



a.   Staff updates

Board member recruitment – Dan and Patrick, and Mark’s current terms are coming to an end.  Patrick’s terms are up. Unknown if Dan and Mark want to serve another term. We need to start putting recruitment information out there soon. 

b.   Confirmation of future meetings: October 20, November 17

