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State Water Resources Control Board

March 30, 2016

Tomas Torres

Director, Water Division

U.S. Environmental Protection Agency, Region 9
75 Hawthorne Street

San Francisco, CA 94105

CALIFORNIA STATE WATER RESOURCES CONTROL BOARD (STATE WATER
BOARD), SAFE DRINKING WATER STATE REVOLVING FUND (DWSRF), NOTICE OF
NON-COMPLIANCE & CORRECTIVE ACTION PLAN (CAP) CONCLUSION

Dear Mr. Torres:

On April 19, 2013, the United States Environmental Protection Agency-Region 9 (USEPA)
issued a Notice of Non-Compliance (Notice) to the California Department of Public Health
(CDPH), the department with then primacy over California’s Drinking Water Program,
including the Drinking Water State Revolving Fund (DWSRF) program, that the DWSRF
was not in compliance with 40 Code of Federal Regulations (CFR) §35.3550(1), 40 CFR
§35.3550(c), and 40 CFR §35.3560(d). The California DWSRF, currently administered by
the State Water Board, is now in full compliance with these regulations, and we request that
the CAP approved by USEPA on July 23, 2013, be closed.

The State of California has demonstrated that it has come into compliance with 40 CFR
§35.3550(1), 40 CFR §35.3550(c), and 40 CFR §35.3560(d), which require DWSRF
programs to:

e commit and expend funds in an expeditious and timely manner

e maintain the technical capability to operate the SDWSRF program, and

e provide and follow a cash draw schedule

California has met all CAP requirements to date (see attachment A). All targets, with
exception to one, were met on or ahead of schedule. The exception was met with only a
slight delay. Moreover, California has fully addressed the issues and actions stated in the
Notice and CAP, including the following:
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1) Adequate Staffing — To establish and demonstrate adequate financial resources to
operate the DWSRF in a sound financial manner, California enhanced the staffing of
the DWSRF program with regard to fiscal and accounting expertise and integrated
the financial expertise with the overall programmatic management of the DWSRF.

2) Cash Flow Modeling — To establish and demonstrate adequate financial resources
to operate the DWSRF in a sound financial manager, California developed a cash-
flow model that accurately represented the DWSRF program’s financial position.
Through the use of this cash-flow model, California is able to produce realistic
annual cash draw/disbursement schedules, segmented by quarter. These
schedules are represented in each Intended Use Plan presented to USEPA
annually.

California has been recognized as a Ieadér, nationally, in this area and has provided
training to other States in a collaborative effort with USEPA.

3) Project Selection and Funding Prioritization — To timely and efficiently commit
and expend DWSRF funds, California improved the California DWSRF project
selection and funding prioritization process. Specifically, California adopted funding
prioritization rules and processes that ensured an applicant’s “readiness to proceed”
with project activities under an executed funding agreement (binding commitment)
was considered with the DWSRF program’s existing public health prioritization
scheme.

4) Reduction of California’s DWSRF Federal Unliquidated Obligation (ULO)
Balance — A primary requirement of the CAP was to get the California DWSRF’s
federal ULO balance below $160 million, and to increase California’'s DWSRF set-
aside spending rate. California has achieved these requirements ahead of schedule.
California has reduced its federal ULO from $455 million in October 2012 to less
than $137 million today.

California has dramatically reduced its federal ULO and enhanced its financial management
practices and is now in a position to consistently meet USEPA’s 2014 ULO strategy.! The
State Water Board has achieved the strategy’s objectives of liquidating past year's grant
funds and liquidating loan funds within two years from the date of grant award. Please refer
to attachments B, C and D, which illustrate the historical DWSRF commitment, federal ULO
and local assistance disbursement trends of California’s DWSRF program, respectively.

' 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
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Based on the actions taken and accomplished by the CDPH and the State \Water Board, the
DWSREF has clearly been restored to compliance with the federal DWSRF regulation and
has satisfied the directives of the Notice and CAP. |, hereby, respectively ask for your
concurrence to close the CAP.

If you have any questions or concerns with regard to this request, please contact Lance
Reese at (916) 449-5625 or via email at Lance.Reese@waterboards.ca.gov.

Sincerely, _
>{ZM

Darrin Polhemus, Division Chief
Division of Financial Assistance

Enclosure(s)

ee: Doug Eberhardt
U.S. EPA, Region 9, WTR-3-3
75 Hawthorne St.
San Francisco, CA 94105

Juanita Licata

U.S. EPA, Region 9, WTR-3-3
75 Hawthorne St.

San Francisco, CA 94105

Josh Amaris

U.S. EPA, Region 9, WTR-3-3
75 Hawthorne St.

San Francisco, CA 94105
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