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SUBJECT

APPROVAL OF INITIAL PROPOSITION 50 GRANT FUNDING FOR THE INLAND EMPIRE UTILITIES AGENCY’S (AGENCY) REGIONAL RECYCLED WATER DISTRIBUTION SYSTEM PROJECT; PHASE 1.

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

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

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

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

On February 26, 2003, CALFED staff reviewed the scientific and environmental elements of the proposed project. CALFED staff is in concurrence with the Division’s Proposition 50 funding request for the Project.

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

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

DISCUSSION
In April 2001, the SWRCB adopted Resolution No. 2001-003 specifying funding criteria for the administration of Proposition 13 (2000 Bond Law) water recycling grants and loans.  The SWRCB adopted criteria includes 25 percent grant funding of the eligible construction cost for agencies ready to proceed with the design and construction of water recycling facilities. 

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

PROJECT DESCRIPTION
The Agency is a wholesale distributor of water and recycled water.  It provides industrial and municipal wastewater collection through regional wastewater interceptors along with treatment at four regional treatment plants for a 242-square mile area of western San Bernardino County.  The Agency is a member of the Metropolitan Water District and the Santa Ana Watershed Project Authority (SAWPA). 

The Agency has applied for grant funding from the Water Recycling Construction Program (WRCP) to construct the Regional Recycled Water Distribution System-Phase 1 Project.  All required planning and design documents to initiate construction of the regional project have been submitted and approved by the Division.  Once completed and operating, the project proposes to deliver approximately 10,750 acre-feet of recycled water per year.

On January 10, 2003, the Division issued Facilities Plan Approval letter to the Agency confirming the proposed project meets the Water Recycling Funding Guidelines.  The total estimated project cost is $26.43 million.  The estimated eligible construction cost is $22.77 million.  

In accordance with the SWRCB Resolution No.2001-003, 25 percent of the eligible construction cost, plus a 15 percent allowance for engineering, legal, and administration (ELA) costs may be funded with a WRCP grant.  Twenty-five percent of the eligible construction grant exceeds the funding cap of $5 million per Project.  Therefore, the total grant amount will be $4,347,826, plus a 15 percent allowance for ELA costs of $652,174.  The total estimated eligible fixed grant amount is $5 million. 
The Agency has demonstrated a commitment to provide a reliable recycled water supply within its jurisdiction and has developed a freshwater conservation policies and a mandatory use ordinance of recycled water for existing and future irrigation uses.  Additionally, the Agency has established a Regional Master Plan to support the project.  Therefore, because the project will provide a net increase of the State’s water supply of approximately 10,750 acre-feet per year, Division staff recommends funding of the project with a $5 million water recycling construction grant. 
ENVIRONMENTAL ISSUES
The Agency prepared a Draft Program Environmental Impact Report (PEIR) which included environmental analysis for Phase 1 of the proposed recycled water projects.  The PEIR was distributed to the public and circulated through the State Clearinghouse (SCH# 2000041047) for review from May 5, 2000, through June 23, 2000.  The Agency held a public meeting on June 28, 2000.  During the review period, the Agency received 18 comment letters from local, state and federal agencies.  The Agency prepared a Final PEIR in July 2000, which included text revisions, additions, and written responses to the comments.  The Board of Directors of the Agency approved the Project and certified the PEIR on July 12, 2000.  A Notice of Determination was filed with the State Clearinghouse and the San Bernardino County Clerk on July 12, 2000.

The Agency prepared second tier Initial Studies and Findings of Consistency for the proposed Project in November 2002 finding that the PEIR could be used to satisfy CEQA requirements for these projects.  The Board of Directors of the Inland Empire Utilities Agency adopted the Findings of Consistency and approved the Project on December 18, 2002.  The Division finds all the CEQA requirements are met and will file a Notice of Determination with the Governor’s Office of Planning and Research following funding approval.

POLICY ISSUES
Should the SWRCB approve a WRCP grant of $5 million to the Agency for the proposed project?  Should the SWRCB, in accordance with the Guidelines 
condition this approval by requiring expiration of the preliminary grant commitment if the final plans and specifications (P&S) for each of the six-project segments are not submitted by January 31, 2004? 



FISCAL IMPACTS
Proposition 50 Water Recycling Funds:

A total of $9.875 million is available in the 2002 (Proposition 50) Water Recycling Subaccount for WRCP grant funding to municipalities.  The 2002 Bond Law allocates funding for the planning, design, and construction of water recycling facilities (Item No. 3940-101-6031-012).  The SWRCB’s 

grant approval for this proposed project, together with the concurrent approval of additional water recycling projects, will leave a state fiscal year 2002/2003 balance of Proposition 50 water recycling funds of $950,960 as shown below.

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

	Inland Empire Utilities Agency
	$5,000,000

	City of Rialto
	$1,024,880

	City of Colton
	$959,560

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

	San Diego County Water Authority
	$400,000

	San Benito County Water District
	$350,000

	City of Palo Alto
	$150,000

	Remaining Balance:
	$950,960


RWQCB IMPACT 
The SARWQCB has prescribed waste discharge requirements for the Agency’s regional recycled water treatment facilities under Board Order No. 01-1, replacing Order No. 95-43.  The SARWQCB is preparing an amendment to the current groundwater recharge basin plan to allow the increased usage of recycled water for recharge to the Chino Groundwater basin.  The construction and operation of the proposed Project will increase the groundwater recharge rate to the basin, therefore redefining the geohydrologic boundaries of the groundwater basin.  The Agency, the SARWQCB staff, and Department of Health Services staff have been working together on the concurrent development of the Project and the basin plan amendment. The proposed project will ensure continued compliance with the discharge requirements.

STAFF RECOMMENDATION

That the SWRCB adopt a resolution approving WRCP grant funding from the 2002 Bond Law (Proposition 50) Water Recycling Subaccount for the following Project:
The Regional Water Recycling Distribution System-Phase 1 Project, for a preliminary grant commitment of $5 million from Proposition 50.  In accordance with the WRCP Guidelines, the proposed resolution includes an expiration date for this commitment if the date for the submittal of the final P&S of the project is not met.  The expiration date is January 31, 2004, for submittal of the final P&S, with a 90-day time extension from the expiration date for good cause without further action by the SWRCB.
DRAFT March 20, 2003

STATE WATER RESOURCES CONTROL BOARD

RESOLUTION NO. 2003-
APPROVAL OF INITIAL PROPOSITION 50 GRANT FUNDING FOR THE INLAND EMPIRE UTILITIES AGENCY’S (AGENCY) REGIONAL RECYCLED WATER DISTRIBUTION SYSTEM PROJECT; PHASE 1.

WHEREAS:

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

2. The Chief of the Loans and Grants Branch approved the Facility Plan for the Agency’s Project on January 10, 2003, and the Agency agreed with the Facility Plan Approval on January 15, 2003;

3. The Agency has certified a Program Environmental Impact Report (PEIR) (State Clearinghouse No. 2000041047) and has adopted second tier Initial Studies and Findings of Consistency, all of which have been reviewed and considered, and it has been determined that changes or alterations have been required in, or incorporated into the projects which avoid or reduce to less than significant levels potentially significant environmental effects identified in the PEIR.  Copies of the Draft and Final PEIRs and second tier Initial Studies with Findings of Consistency may be viewed by the general public during normal business hours at Cal/EPA 1001 I Street, 16th Floor, Sacramento, CA 95814; and

4. On February 26, 2003, CALFED staff reviewed the scientific and environmental elements of the proposed project. CALFED staff is in concurrence with the Division of Financial Assistance’s Proposition 50 funding request for the Project.

THEREFORE BE IT RESOLVED THAT:
The State Water Resources Control Board:

1. Approves a WRCP Prop 50 Bond Law grant of $5 million to Inland Empire Utilities Agency for the construction of the Regional Recycled Water Distribution System-Phase 1 project; and 

2. Will withdraw this preliminary WRCP grant commitment if the Final Plans and Specifications for each of the six-project segments are not submitted by January 31, 2004.  The Division of Financial Assistance may approve up to a 90-day extension to the above deadline for good cause.

CERTIFICATION

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


__________________________


Maureen Marché


Clerk to the Board

