STATE WATER RESOURCES CONTROL BOARD

BOARD MEETING SESSION -- DIVISION OF CLEAN WATER PROGRAMS

MARCH 21, 2002

ITEM 15

SUBJECT

APPROVAL OF A SEAWATER INTRUSION CONTROL (SWI) LOAN PROGRAM LOAN COMMITMENT TO THE PAJARO VALLEY WATER MANAGEMENT AGENCY (AGENCY); INTEGRATED COASTAL DISTRIBUTION SYSTEM – ACCELERATED PIPELINE AND SUPPLEMENTAL WELLS PROJECT; SWI PROJECT NO. 3022-110

DISCUSSION

On March 7, 2000, the voters approved Proposition 13, the Safe Drinking Water, Clean Water, Watershed Protection, and Flood Protection Act (2000 Bond Law).  The 2000 Bond Law authorized $25 million for the 2000 SWI Subaccount for the State Water Resources Control Board (SWRCB) to provide loans for design and construction of seawater intrusion projects.  The 2000 Bond Law also directed unallocated funds and loan repayments from the SWI Program created by the 1996 Bond Law to be transferred and deposited into the 2000 SWI Subaccount.  The current total amount of the SWI Subaccount available for SWI loans is $32.9 million.  (This amount excludes costs for administration and bond processing).  The Seawater Intrusion Program Guidelines (Guidelines) were adopted by the SWRCB Resolution No. 97-097.  In accordance with the Guidelines, loan funds are available on a first-come-first-served basis and SWI projects need the SWRCB’s approval to receive a SWI loan.  SWI loans can be approved by the SWRCB after the Division of Clean Water Programs (Division) has issued a Facilities Plan Approval (FPA) letter.  

The Agency’s service area straddles the boundaries of Santa Cruz, Monterey, and San Benito Counties (Counties) near the northern end of Montery Bay.  The Agency manages groundwater quality within the Pajaro Valley.  The Agency plans to reduce seawater intrusion in the Pajaro Valley by recharging groundwater in the Valley with diverted surface water and using water drawn from inland wells instead of coastal wells.  The project known as the Watsonville/Harkins Slough Project, funded by loan number 3020-110, also on this agenda for an increase in funding.  It was the first phase of the Agency’s overall plan to reduce seawater intrusion in the Valley, and consisted of a groundwater recharge system and the first length of distribution lines to reduce seawater intrusion into the Valley.  This Project, the second phase in the Agency’s overall plan, is an expansion to the distribution system for the Watsonville/Harkins Slough Project.  The Project will build approximately three miles of pipeline, one new supplemental well, and connections to two existing wells.  When the new pipelines are put into service, more of the overdrafting coastal wells will be abandoned.  

The Agency has applied for a SWI loan to construct the Integrated Coastal Distribution System – Accelerated Pipeline and Supplemental Wells Project (Project).  The Agency submitted a complete application and Facilities Plan for the SWI funding.  The Division has reviewed the application package and determined that the proposed Project complies with the program’s legal requirements and is a feasible alternative.  On February 1, 2002, the Division issued a FPA letter for the Agency’s seawater intrusion project.  All of the conditions listed in the FPA must be met before a loan contract will be executed with the Agency. 

The Project is within a basin threatened by seawater intrusion, that is also subject to a local groundwater management plan.  The Agency has complied with applicable water quality standards, policies and plans.  It has also established measures to ensure that the new water supply will be used in lieu of previously established extractions.  The project meets the eligibility criteria for a SWI Program loan, as required by the Guidelines adopted by SWRCB Resolution No. 97-097. 

Pursuant to the Guidelines, a public agency can request a SWI loan up to 100 percent of the eligible construction costs, plus a 15 percent allowance for design, construction engineering and administration costs or a maximum of $2.5 million.  The total estimated construction cost plus allowances equals $6.42 million.  The SWRCB would have to approve an exception to the $2.5 million loan cap to approve a preliminary loan commitment for the total amount requested.  Providing the Agency a loan commitment greater than $2.5 million is appropriate because the Agency has demonstrated its interest in controlling seawater intrusion within its jurisdiction and there is a critical need to control seawater intrusion along this region of California’s coast
The Guidelines also indicate that approval of P&S must be completed prior to presentation of a project to the SWRCB for loan commitment.  To date the Agency has submitted 90 percent completed plans and specifications for review.  This is the Agency’s second project funded under the SWI Program, and the Agency has agreed to the conditions in the FPA for this Project.  The Agency requests that the SWRCB approve an exception to the Guidelines and approve the SWI loan commitment because the Agency has demonstrated its commitment to the project by submitting 90 percent plans and specifications, and almost completed construction on the first project funded under the SWI.  

E

The Agency prepared a Draft Environmental Impact Report (EIR) for the proposed project dated May 4, 1998, which was distributed to the public and circulated through the State Clearinghouse (SCH# 1997021006) for review from May 11, 1998, through July 10, 1998.  The Agency approved the project, certified the Final EIR, and adopted a Statement of Overriding Considerations on May 19, 1999.  The Agency filed a Notice of Determination with the Santa Cruz, Monterey, and San Benito County Clerks and the Governor’s Office of Planning and Research on June 13, 2000.  Subsequently, the Agency prepared an Addendum to the EIR in April 2001 that was adopted by the Agency on April 18, 2001.

The Agency has provided the Division with a schedule containing project milestones.  These dates are included in the Division’s Facilities Plan Approval letter.  The Division recommends that December 1, 2002, be set as the deadline for the Agency to begin construction, or the preliminary loan commitment will be withdrawn.  The proposed resolution also includes a 90-day time extension from the December 1, 2002, deadline for good cause without further action by the SWRCB.
POLICY ISSUES

Should the SWRCB approve an exception to SWI loan limitation of $2.5 million as set in the Guidelines, adopted by the SWRCB in Resolution No. 97-097? 

Should the SWRCB approve an exception to the requirement for approval of final P&S prior to preliminary loan commitment as required by the Guidelines adopted in Resolution No. 97-097?

Should the SWRCB adopt a resolution for a preliminary loan commitment of $6.42 million in SWI loan funds with a repayment period of 20 years, the first loan repayment due one year after the date of the first disbursement?

Should the SWRCB condition this approval by requiring expiration of the loan commitment if construction of the Project is not initiated by December 1, 2002, with a 90-day extension for good cause, as determined by the Division? 

FISCAL IMPACT

As of February 2002, the current amount available for SWI loans in the SWI Subaccounts is $32.9 million.  (This amount excludes costs for administration and bond processing.)  The proposed funding request for the Project, together with additional funding requests presented to the SWRCB at the March 2002 Board Meeting, will commit the total balance remaining in the SWI Subaccounts, as shown below:

Current SWI fund balance as of February 2002:
$32,900,000

Proposed funding request for SWRCB Approval:

Pajaro Valley Water Mgmt. Agency:  Integrated Coastal Distribution

   System – Accelerated Pipeline and Supplemental Wells Project 

   (subject project)



   6,420,000

Pajaro Valley Water Mgmt. Agency:  Watsonville/Harkins Slough Project
11,650,000

Orange County Water Management Agency:  GWR System Project
14,830,000

Remaining SWI Subaccounts balance:
$0

(if all the above funding requests are approved by the SWRCB)
RWQCB IMPACT

The Project is within the Central Coast Region Water Quality Control Board (CCRWQCB) jurisdiction.  The CCRWQCB will issue new orders and standards to the Agency for the Project.

STAFF RECOMMENDATION

That the SWRCB approve an exception to the SWI loan limitation of $2.5 million as set in the Guidelines adopted in Resolution No. 97-097.  

That the SWRCB approve an exception to the requirement for approval of final P&S prior to preliminary loan commitment as required by the Guidelines adopted in Resolution No. 97-097.

That the SWRCB approve a preliminary loan commitment of $6.42 million in SWI loan funds with a repayment period of 20 years, the first loan repayment due one year after the date of the first disbursement.

That the SWRCB withdraw this SWI loan commitment if the Agency does not commence construction for the Integrated Coastal Distribution System – Accelerated Pipeline and Supplemental Wells by December 1, 2002.  The Division may approve up to a 90-day extension to the above deadline for good cause.

DRAFT     February 21, 2002

STATE WATER RESOURCES CONTROL BOARD

RESOLUTION NO. 2002-

APPROVAL OF A PRELIMINARY LOAN COMMITMENT FOR A SEAWATER INTRUSION CONTROL PROGRAM LOAN (SWI)

FOR THE INTEGRATED COASTAL DISTRIBUTION SYSTEM – ACCELERATED PIPELINE AND SUPPLEMENTAL WELLS (PROJECT) 

THE PAJARO VALLEY WATER MANAGEMENT AGENCY (AGENCY) – 

SWI PROJECT NO. SWI-3022-110

WHEREAS:

1. The 2000 Safe Drinking Water, Clean Water, Watershed Protection and Flood Protection Act (Bond Law), Proposition 13, allocated $25 million to the SWI Subaccount to provide loans for design, construction, construction engineering and administration of seawater intrusion control projects; 


2. The 2000 Bond Law also provided that approximately $10 million in unallocated funds from the SWI Subaccount of the 1996 bond law be transferred and deposited into the 2000 SWI Subaccount; 


3. The State Water Resources Control Board (SWRCB), on October 23, 1997, adopted Resolution No. 97-097 which included adoption of SWI Guidelines which made funds available on a first-come-first-served basis; 

4. A loan application was submitted by the Agency requesting funding for the Project; 


5. The Agency’s Project meets the eligibility criteria under the Guidelines; 


6. The Division of Clean Water Programs has reviewed the loan application and supporting documents and issued a Facilities Plan Approval letter on February 1, 2002; and 
7. The Pajaro Valley Water Management Agency has certified an Environmental Impact Report (EIR) (State Clearinghouse No. 1997021006) and the SWRCB approved Resolution No. 2000-046 which adopted a statement of overriding considerations to address the unmitigatable significant impacts related to the loss of prime farmland that may occur from approval of the project.  The Agency has subsequently adopted an Addendum to the EIR which has been reviewed and considered, and it is determined that:

a) 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 and the Addendum to the EIR with respect to: (i) impacts to water quality which will be mitigated by obtaining a NPDES permit for construction de-watering and implementing the conditions of the permit; and (ii) impacts to cultural resources which will be mitigated by locating pipelines and facilities away from identified important cultural resources sites, and retaining a qualified archeologist to assist in identifying the areal extent of sites to be avoided as well as identifying undiscovered cultural resources.

b) Changes or alterations have been required in or incorporated into the proposed project which avoid or reduce to less than significant levels other potentially significant environmental effects identified in the Addendum to the EIR with respect to: (i) impacts to soils which will be mitigated by conforming to the requirements of the Santa Cruz County Grading Ordinance, keeping new ground exposure to a minimum while grading, limiting grading operations to the months between April 15 and October 15, implementing best construction practices at all grading sites, removing loose soils from construction sites, and conducting soil engineering investigations to implement specific design recommendations; and (ii) wetlands impacts, which will be mitigated by avoiding wetlands and maintaining all facilities outside the jurisdictional area defined by riparian or emergent vegetation, use of directional bore and jack drilling in sensitive areas, and erecting exclusion fencing during construction along the edge of riparian and wetland habitat.

c) With respect to other potentially significant environmental impacts identified in the environmental document, appropriate changes or alterations are not within the responsibility and jurisdiction of the SWRCB.  Such other changes or alterations have been adopted or should be adopted by other agencies.

d) Copies of the EIR and the Addendum to the EIR may be viewed by the general public during normal business hours at the Cal/EPA Building, 1001 I Street, 16th Floor, Sacramento, CA 95814.

THEREFORE BE IT RESOLVED THAT: 

The State Water Resources Control Board:

1. Approves an exception to the SWI loan limitation as required in the Guidelines, adopted in Resolution No. 97-097. 

2. Approves an exception to the requirement in the Guidelines for approval of final plans and specifications prior to preliminary SWI loan commitment.

3. Approves an exception to the requirement in the Guidelines that the first repayment is due one year after project completion.

4. Approves a preliminary SWI loan commitment of $6.42 million to the Agency for construction of the Project with a repayment period of 20 years, and the first loan repayment is due one year after the date of the first disbursement. 

5. Will withdraw this preliminary SWI loan commitment if the Agency does not issue Notice to Proceed on the construction contract for the Project by December 1, 2002.  The Division of Clean Water Programs 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 duty and regularly adopted at a meeting of the State Water Resources Control Board held on March 21, 2002.







_______________________






Maureen Marché







Clerk to the Board

