STATE WATER RESOURCES CONTROL BOARD

WORKSHOP SESSION -- DIVISION OF CLEAN WATER PROGRAMS

JANUARY 9, 2002

ITEM  23
SUBJECT

APPROVAL OF LOAN COMMITMENT INCREASE FOR THE LOS OSOS COMMUNITY SERVICES DISTRICT (DISTRICT); WASTEWATER COLLECTION, TREATMENT AND DISPOSAL PROJECT (PROJECT); STATE REVOLVING FUND (SRF) LOAN PROJECT NO. C-06-4014-110

DISCUSSION

On February 15, 1990, the State Water Resources Control Board (SWRCB) adopted Resolution

No. 90-19 to provide a $47 million funding commitment including $40 million from Federal Fiscal Year (FFY) 1992 funds and $7 million from FFY 1993 funds to San Luis Obispo County (County) who represented the Los Osos/Baywood Park service areas (LO/BP).  The funding commitment was for the construction of the Project for the LO/BP.  

The purpose of the Project is to restore and protect water quality in the LO/BP in a manner consistent with waste discharge requirements (WDRs), resolutions, and enforcement orders of the Central Coast Regional Water Quality Control Board (CCRWQCB).  Water quality data collected by the CCRWQCB showed elevated levels of nitrate that are present in the upper aquifers within the boundaries of the District that threaten drinking groundwater quality.  To protect public health, the CCRWQCB amended its Basin Plan and adopted Resolution No. 83-13, which included a request to the SWRCB to prioritize funding for this Project

In 1990 through 1992, the Project experienced extensive delays due to legal actions by some property owners in opposition of the Project.  On January 21, 1993, the SWRCB adopted Resolution No. 93-7 amending Resolution No. 90-19 by exchanging the earlier SWRCB’s fund commitment to FFY 1995 and granting the Project first priority for funding from the available 1995 SRF repayment monies.  

In 1993, legal actions were resolved in favor of the County.  However, due to the continuing organized opposition by the same property owners and lengthy additional studies conducted by consultants at the direction of the County, the Project sustained more delays.  On January 18, 1996, the SWRCB adopted Resolution No. 96-4 amending Resolution No. 93-7 by exchanging funding commitment to FFY 1998 repayment funds.  Resolution No. 96-4 also required the County to submit biddable Plans and Specifications (P&S) by September 1, 1997, or the preliminary loan commitment would be withdrawn.

The County did not meet the September 1, 1997, deadline for submittal of biddable P&S.  In July 1997, the County appeared before the California Coastal Commission (Commission) to address an appeal of the Supplemental Environmental Impact Report for the Project.  Due to voiced opposition at the meeting from members of the LO/BP, the Commission postponed its decision until a full hearing could be held.  Delays continued, and in January 1999 the Commission denied the construction permit.

On November 18, 1997, the SWRCB adopted Resolution No. 97-108 amending Resolution No. 96-4 by exchanging the funding commitment to FFY 1999 and FFY 2000 SRF repayment funds.  Resolution No. 97-108 also required the County to start construction of the Project by April 1, 1999, or the preliminary loan commitment would be withdrawn.

In a November 1998 local election, the voters overwhelmingly approved the formation of the District, which now has jurisdiction over the Project area.  The District was established on January 1, 1999, and assumed responsibility for constructing the Project.  In an effort to further reduce the cost of the proposed Project by exploring additional project alternatives, the newly created District requested the SWRCB to extend the expiration date of the loan commitment.  Pursuant to Resolution No. 97-108, the Division of Clean Water Programs (Division) extended the deadline to July 1, 1999, for the District to develop a realistic and reasonable new schedule.  Subsequently, the District projected the completion of planning and commencement of construction by July 2001 and requested another extension for funding commitment.  On August 17, 2000, the SWRCB adopted Resolution No. 2000-065 extending the deadline to April 1, 2001, for submission of a complete Facilities Plan as defined by the February 1995, Policy for Implementing the SRF for Construction of Wastewater Treatment Facilities (Policy), amended on June 18, 1998.  To comply with this requirement, the District submitted the final Facilities Plan to the Division on March 30, 2001.

The District’s Project involves the construction of a wastewater collection system (CS), a wastewater treatment plant (WWTP) and disposal of treated effluent in constructed leach fields.  The CS and WWTP capacity would be based on flows for a build-out population of the community for the year 2020.  The estimated wastewater flow that would be generated by this community is approximately 1.3 million gallons per day (MGD), average dry weather flow.  The peak wet weather flow (PWWF) to be received in a 24-hour period is estimated at 1.6 MGD.  The community within the District’s boundary is nearly all residential, with some small commercial and virtually no industrial users.  Construction of the collection system would require 4,744 service connections, 169,000 feet length of collection sewers, 35,000 feet of sewer mains and ten pump stations.

The WWTP would be composed of the following major components: headworks, septage handling facility, extended aeration basins, clarifiers, biofilters, UV disinfection, solids processing, odor control, operations building, electrical building and aesthetic mitigation as required by environmental conditions.  
Constructed leach fields would be used to dispose of the treated effluent.  Effluent flows would be conveyed to the newly constructed leach fields via pipelines with a disposal capacity of 1.4 MGD.  PWWF can also be accommodated at designated “standby” constructed leach fields.  This concept consists of using new and existing communal leach fields within the District’s boundary that have at least 20 feet of groundwater separation, which is in excess of the minimum allowed by the Department of Health Services.  Off-site reuse/recycling would be used to dispose of biosolids.

The District has provided the Division with a schedule containing Project milestones.  These dates are included in the Division’s Facilities Plan Approval (FPA) letter.  In accordance with Section IX (I) of the Policy, the draft resolution includes September 11, 2003, as the deadline for initiation of construction.  The Division may approve up to a 90-day extension for good cause.

On August 9, 2001, the District requested an increase of the SRF funding from the approved funding commitment of $47 million to $65.4 million.  According to the District, the increase for funding commitment is necessary to adjust for inflation and comply with the WDRs issued by the CCRWQCB.  In addition to the requested funding increase, the District intends to sell municipal bonds worth $19.2 million to cover ineligible costs under the SRF loan program.  The newly created assessment district that the voters in the LO/BP passed on June 28, 2001, will administer the sale of municipal bonds.  

Since the District’s Project has been opposed in the past by some residents due to high financial impacts and by native Americans on issues of environmental and cultural resources, the District has conducted an extensive outreach program to provide opportunities for public review and comments.  Specifically, two major issues were involved: 1) some property owners had been opposed to the high average monthly cost of $106 per single family residence in the LO/BP service areas and, 2) local native American tribes disagreed over ownership and placement of cultural or historical materials that may be found during construction.  Because of these issues, Division staff has participated in meetings and workshops with native Americans and the District to coordinate better public understanding of the Project.  In addition, the District provided opportunities for public involvement and public notification as summarized below:

· Public comments and questions were encouraged and received at each District Board meeting conducted the first and third Thursday of each month.  The Board meetings were videotaped and broadcasted several times per week on the local cable government channel.

· Two public workshops were conducted in conjunction with Board meetings to specifically address the financial aspects of the project.  The workshops were videotaped and broadcasted several times per week on the local cable government channel

.

· The District prepared two videos that discussed the Project and associated financing that were broadcasted several times per week on the local government cable channel.

· The District transmitted six mailers and two newsletters to property owners to provide project and financial information.

On September 28, 2001, the Division issued a FPA amendment for the District’s Project.  The District agreed to this in writing on October 6, 2001.  The District has applied for the full estimated eligible SRF loan amount of $65.4 million for the Project. 

POLICY ISSUE

Should the SWRCB approve a SRF loan funding increase for the proposed Project from the approved funding commitment of $47 million to $65.4 million, including a 20-year repayment period, with the first repayment due one year after completion of construction?  Should the SWRCB, in accordance with Section IX (I) of the Policy, condition this approval by requiring expiration of the preliminary loan commitment if construction of the Project is not initiated by September 11, 2003?  

RWQCB IMPACT 

The CCRWQCB has prescribed WDRs, resolutions, and enforcement orders for the LO/BP to restore and protect water quality.  The proposed Project will ensure compliance with the orders issued by the CCRWQCB.

FISCAL IMPACT

The SWRCB adopted Resolution No. 99-40 on May 20, 1999, which changed the method for determining the amount of funding available for new SRF loans.  The adopted system is based on the availability of federal capitalization grants, cash from SRF loan repayments and miscellaneous SRF investment earnings and takes into consideration actual and forecast cash disbursements for approved SRF loans.  The SWRCB adopted Resolution No. 2000-57 on July 20, 2000, which authorized the sale of up to $200,000,000 in revenue bonds if needed to maintain a positive cash flow in the SRF account.  A minimum cash balance of $25,000,000 will be maintained.  The SRF account balances, anticipated repayment amounts, and project approvals under consideration by the SWRCB in January 2002 are as follows:

	
	SFY
	SFY
	SFY
	SFY
	SFY

	
	2001-02
	2002-03
	2003-04
	2004-05
	2005-06

	
	___________
	__________
	__________
	_________
	_________

	Beginning Balance:
	$353,599,796
	$268,709,167
	$180,068,317
	$197,292,114
	$288,259,114

	Est. Repayments:

	104,379,523
	118,532,490
	149,424,618
	163,150,632
	170,890,354

	Revenue Bonds per Res. 2000-57

	197,000,000
	-17,207,200
	-17,207,200
	-17,207,200
	-17,207,200

	Cap Grants:

	91,532,549
	53,102,500
	0
	0
	0

	Est. SMIF Interest:
	4,000,000
	3,000,000
	2,500,000
	2,000,000
	1,250,000

	Est. Disbursements:

	-499,816,701
	-254,942,640
	-93,765,621
	-39,819,432
	-25,875,127

	     Subtotal:
	$250,695,167
	$171,194,317
	$221,020,114
	$305,416,114
	$417,317,141

	Los Osos CSD(exist. commit.)C-06-4014-110
	22,000,000
	25,000,000
	
	
	

	Los Osos CSD (new commit.)C-06-4014-110
	-3,396,000
	-16,126,000
	-23,728,000
	-17,157,000
	-4,993,000

	City of Yreka (exist. commit.)C-06-4465-110
	575,000
	
	
	
	

	City of Yreka  (new commit.) C-06-4465-110
	-1,165,000
	
	
	
	

	Balance:
	$268,709,167
	$180,068,317
	$197,292,114
	$288,259,114
	$412,324,141


STAFF RECOMMENDATION

That the SWRCB adopt a resolution approving a SRF loan of $65.4 million for the District’s Project, with $18.4 million from the SFY 2001 account, with a repayment period of 20 years, and with the first repayment due one year after completion of construction.  In accordance with the February 16, 1995, revisions to the Policy, the proposed resolution includes an expiration date for this preliminary loan commitment if the date of initiation of construction of the Project is not met.

Policy Review
_______________

Legal Review
_______________

Fiscal Review
_______________

DRAFT 12/17/01

STATE WATER RESOURCES CONTROL BOARD

RESOLUTION NO. 2002 -

APPROVAL OF A STATE REVOLVING FUND (SRF) LOAN INCREASE FOR

LOS OSOS COMMUNITY SERVICES DISTRICT (DISTRICT); WASTEWATER COLLECTION, TREATMENT AND DISPOSAL PROJECT (PROJECT);

SRF LOAN NO. C-06-4014-110

WHEREAS:

1. The State Water Resources Control Board (SWRCB), on February 16, 1995, adopted the Policy for Implementing the SRF for Construction of Wastewater Treatment Facilities, and revised it on June 18, 1998;

2. The SWRCB, on June 21, 2001, adopted the state fiscal year 2001/2002 SRF Loan Program Priority List which included the Project in Priority Class A;

3. As of October 1, 2001, cash flow projections indicate that there may be delays in cash disbursements for approved SRF Loans.  The delays may extend to July 1, 2002;

4. On February 15, 1990, the SWRCB adopted Resolution No. 90-19 to provide a funding commitment of $47 million to the San Luis Obispo County for the construction of the Project at the Los Osos/Baywood Park service areas.  In a November 1998 local election, the voters approved the formation of the District, which replaced the County’s jurisdiction over the Project area;

5. On August 9, 2001, the District requested an increase of the SRF funding from the approved funding commitment of $47 million to $65.4 million due to inflation and waste discharge requirements issued by the Central Coast Regional Water Quality Control Board;

6. The Division of Clean Water Programs (Division) has approved the Facilities Plan Amendment for the District’s Project on September 28, 2001; and 

7. The District’s Board adopted Resolution No. 2001-04 certifying that the final Environmental Impact Report  (EIR) for the Project was prepared in compliance with the California Environmental Quality Act, which included an analysis for the proposed project.  The EIR has been reviewed and considered, and it has been determined that changes or alterations have been required in, or incorporated into the proposed project which avoid or reduce to less than significant levels potentially significant environmental effects identified in the EIR. These changes or alterations are not within the responsibility and jurisdiction of the SWRCB and have been adopted or should be adopted by other agencies.

THEREFORE BE IT RESOLVED THAT:

The State Water Resources Control Board:

1. Approves a SRF loan of $65.4 million which includes $18.6 million from the state fiscal year 2001 account for the District’s Wastewater Collection, Treatment, and Disposal Project, with a repayment period of 20 years, and the first repayment due one year after completion of construction; 

2. Will withdraw this preliminary SRF loan commitment if the District does not initiate construction of the Project by September 11, 2003.  The Division may approve up to a 90-day extension for good cause; and

3. Will base the Performance Standards for this Project on the District's Waste Discharge Requirements.

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 January 23, 2002.


____________________________


Maureen Marché


Clerk to the Board

� Est. repayments include repayments from existing loans and from loans forecast to be executed in the next few years for projects with existing commitments.


� Resolution No. 2000-57 authorized the sale of $200,000,000 in revenue bonds.  It is estimated that the cost of issuing the bonds later this year will be $3,000,000 or 1 ½ percent.


� EPA Capitalization Grants of $95,346,405 for SFY 2001-02 and $55,000,000 for SFY 2002-03 are forecast.  The funds for a 20 percent state match have not been identified and have not been added.  The 4 percent administrative allowance is deducted from each of the forecast Cap grants.  


� Estimated disbursements include disbursements remaining on existing loans as well as disbursements anticipated on loans executed for projects with existing commitments (including FY 2001-02 commitments).  Each month the Division will revise the estimated disbursements total as cash draw forecasts are updated.





