STATE WATER RESOURCES CONTROL BOARD
RESOLUTION NO. 94-48

| ADOPTION OF REVISED
WATER RECLAMATION LOAN PROGRAM GUIDELINES

WHEREAS:

1. The Clean Water Bond Law of 1984 and the Clean Water and Water Reclamation
Bond Law of 1988 were passed by the voters in 1984 and 1988, respectively;

2. These bond .laws provide funds for State loans for water reclamation projects:

3. The State Water Resources Control Board (State Water Boérd) adopted revised
policies and procedures on April 20, 1989 to administer the Water Reclamation
Loan Program to implement these bond Taws; '

4. The State Water Board adopted the "Water Reclamation Loan Program Guidelines"
on September 21, 1989 to assist State Water Board staff in their review of
lToan applications under the Water Reclamation Loan program;

5. The State Water Board administers the State Revolving Fund Loan Program;

6. On January 21, 1993, the State Water Board adopted the "Policy for
Implementing the State Revolving Fund for Construction of Wastewater
Treatment Facilities", which included funding for water reclamation projects
for water supply purposes and incorporated the "“Water Reclamation Loan
Program Guidelines" for use on water reclamation projects; and

7. The staff has proposed revisions to the guidelines, in regard to reclaimed
water user assurances, eligible capacity, and project changes and other
revisions to improve clarity.

THEREFORE BE IT RESOLVED THAT:
- The State Water Board adopts the proposed revised "Water Reclamation Loan Program
Guidelines", for use in the Water Reclamation Loan Program and the State
Revolving Fund Loan Program. :

CERTIFICATION
The undersigned, Administrative Assistant 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

June 16, 1994.
%;;reen Marché2 E
Administrative Assistant to the Board
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ATTACHMENT

California State Water Resources Control Board
Office of Water Recycling

WATER RECLAMATION LOAN PROGRAM GUIDELINES

Séptédpér 19898
Draft: June 3, 19942

I. INTRODUCTION

The Water Reclamation Loan Program (WRLP) provides low interest loans to local

agencies to design and construct water reclamation projects. The program is

administered by the Office of Water Recycling of the State Water Resources Control

Board (8f4f¢ Bé#rd SWRCB). The purpose of the program is to develop cost-

effective water reclamation projects that ¥ii¢R will augment water supplies. This

purpose is achieved by providing Tow interest loans to local agencies to lower the

cost of reclaiming and reusing treated wastewater to local agencies and water

customers. F¢ 2 Pyl idd A T Af ef Addatid s déFiréd

#Z  "Water reclamation" is used in this document in its general sense to mean the

process of treating wastewater to produce water for beneficial use, the storage

and distribution of reclaimed water to the place of use, and the actual

use of reclaimed water. The specific types of water reclamation facilities that
rogram are explained in these guidelines. TR¢ 1d4R '

Y ogram A3 A slered by e FLefté Udféy B i FACE of WALé thiiﬁlﬂﬂgl The

purpose of these guidelines is to describe the loan program's legal requirements,

policies and procedures, and to provide guidance to SWRCB staff on project

planning and monetary analysis. '

Funding for the program is provided by two bond laws described below. Water
reclamation projects are also funded by the SWRCB through the State Revolvind Fund
._These guidelines are also applicable to the SRF for_water reclamation

rojects intended for water suppl urposes, In addition to these guidelines. the
"Policy for Implementing the State Revolving Fund for Construction of Wastewater

Treatment Facilities” also applies to agencies applying for an SRF loan. Because
of some differences in the laws and policies governing the WRLP and SRF, an SRF
applicant should refer to "State Revolving Fund Loan Program Funding for Water
Reclamation Projects.” (Refer to Appendix B to obtain other SWRCB publications

related to these programs.)
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These guidelines apply to all projects that have not awarded construction

- contracts_as of June 16, 1994. The provisions of these guidelines dealing with

mandatory use ordinances for reclaimed water market assurances do not apply to
agencies where their ordinances. have received approval for the current loan
application prier to June 16, 1997, '

9 These guidelinés were adopted by the State Water Resources Control Board on

71 Séprédibér 1988 June 16, 1994
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A. Clean Water Bond Law of 1984

A Water Reclamation Account was established under the Clean Water Bond Law of 1984
(1984 Bond Law) which authorized up to $25 million for loans to municipalities to
assist in the design and construction of water reclamation projects. Repayments
of principal and interest are returned to the Water Reclamation Account to make
additional loans. Also, the first $30 million in principal and interest repaid
for loans for wastewater facilities from the Clean Water Construction Grant
Account, provided for in the 1984 Bond Law, will be deposited in the Water

Reclamation Account.

Loans for water reclamation projects can be for a period of up to 25 years at an

interest rate equal to 50 percent of the rate paid by the State on the most recent
sale of state general obligation bonds. A moratorium on payments of principal and
interest is not permitted. No single project may receive more than a $10 million

loan from this program. Loans can Cover any part of a project up to 100 percent
of project design and construction costs.

B. Clean Water and Water Reciamation Bond Law of 1988

Up to $30 million if was initially available under the Clean Water and Water
Reclamation Bond Law of 1988 (1988 Bond Law) for loans to local public agencies to

aid in the design and construction of water reclamation projects. In addition,
the SWRCB has exercised authority under the 1988 Bond Law to transfer an
additjonal $10 million into the Water Reclamation Account. "Local public
agencies"” do not inciude state agencies, which are included in the 1984 Bond Law
as part of "municipalities”. Loan repayments from these funds do not become part
of a revolving fund as is the case of the 1984 Bond Law.

The loan provisions are the same as for the 1984 Bond Law with the exceptions that
 the maximum loan period is 20 years instead of 25 years and no maximum loan amount

per project is specified.

It is the policy of the Bfdfé Bédrd SWRCB that Toans from the Water Reclamation
Loan Program shall be provided to cover 100 percent of eligible costs. No single
project may receive more than $5 million from the $fdfé Bodrd SWRCB. ' '

C. General Eligibility

The general basis of eligibility of 2 water reclamation project is established in
the two bond laws by the definitions of "eligible water reclamation project",
which are provided in the pefinitions Section below. Projects for reclaiming
ground water, including desalting and nitrate removal projects, are eligible if
fhe water to be treated has become unusable primarily because of human ‘

activities.

As stated more specifically in Section VIII, the capacity of a project eligible
For a loan is that capacity that can be used within nine years of completion of
construction. However, pump station wet wells and pipelines can have a capacity

of up to twenty years.

Water conservation is not fundable under this program. However, conservation
loans may be available, for which some water reclamation projects may qualify, .
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.under a program which is administered by the Department of Water Resources.
There may be some projects that incorporate both reclamation and conservation
‘ . features. Joint funding under both loan programs is permissible.

The purpose TH¢ dBjédtijé of the Water Reclamation Loan Program is fg pyéiidé
achieved by providing financial assistance to eligible water reclamation projects.
Generally, available funds will be committed to projects for which facilities
planning is complete, provided the project meets the loan program requirements and
s ready to proceed. However, the $fdf¢ Bodrd SWRCB reserves the right to manage
the program to achieve the best use of loan funds. For example, the $tdfé Bodrd
SWRCB may reserve funds for projects deserving special consideration or offer

partial loans to achieve the maximum use¢ of available loan funds.

It is the obligation of all loan applicants to comply with the California
Environmental Quality Act (CEQA). Separate guidelines have been issued to
describe these requirements. The 3fdf¢ Eddrd SWRCB cannot authorize a Toan until
the CEQA process is complete. The $tdf¢ Egdrd SWRCB must be notified immediately
of any change in the project after completion of the CEQA process or after concept
approval by the $fdf¢ Eddrd SWRCB. Such changes may result in the need to revise

CEQA documents.

D. Pefinitions

The following definitions are key to understanding the Water Reclamation Loan
Program: -

Awa;d of Construction Contract

. The “formal approval of selection of a construction contractor by the
governing board of the agency.

Completion of Construction

The date, as determined by the Division of Clean Water Programs after
consultation with the loan recipient, that the construction of the project is
substantially complete.

Construction Financing Plan

The demonstration of the financial capability to design and construct a
project. '

Cost-Effectiveness Analysis

An analysis to determine which water development project, including water
reclamation, will result in the minimum total resources cost (Opportunity
cost) over time to meet the project objectives, including Tocal, state and
federal requirements. )

Economic Analysis

The procedure to determine the total monetary costs and benefits of all the
o resources committed to a project regardless of who in the society contributes
. them or who in the society receives the benefits, :
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E]iqib]e Water Reclamation Project - o 1 .

A water reclamation project which is cost-effective when compared "to the
development of other new sources of water" (1984 Bond Law) or "with the cost
of alternative new freshwater supplies" (1988 Bond Law) and for which no
federal assistance is currently available. These projects or activities
shall comply with applicable water quality standards, potlicies, amd plans.

Financial Analysis

: The procedure to determine financial feasibility through the a]locationiof
costs and benefits amongst project purposes and participants and the
determination of cash flow of expenses and revenues over time. -

Local Public Agency

Any city, county, district, joint powers authofity,'or any'bther Tdcal.public
body or political subdivision of the state created by or pursuant to state law
and involved with water or wastewater management (based on 1988 Bond

Law).

Municipality

Municipality shall have the same meaning as in the federal Clean Water Act (33
U.S.C. Sec. 1251 et..seq.) and shall also include the state or any agency,
department, or political subdivision thereof (based on 1984 Bond :

Law). ' _ :

Planning Period

The period over which a water development project is evaluated for cost. _
effectiveness. This period is not necessarily the same as the useful lives of
the facilities under consideration. The planning period begins with the
system's initial operations and is defined to be 20 years for the Water:
Reclamation Loan Program.

Reclaimed Hater

water which, as a result of treatment of waste, is suitable for a direct
beneficial use or a controlled use that would not otherwise occur. " (Based on
California Water Code, Section 13050(n).)

Revenue Program

The demonstration of the financial feasibility of a project for the perﬁod
after operation has begun.

Water Reclamation

The process of treating wastewater to produce water for beneficial use, the
storage and distribution of reclaimed water to the place of use, and the

actual use of reclaimed water. | .
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completed applications
applicant for review.
loan application is co

II. LOAN APPLICATION PROCESS

The reclamation loan application process begins with the $f4f¢ Bodrd SWRCB

distributing loan application packages to interested agencies upon request. The

. including project planning documents, are submitted by the
After the SLdfé Bédrd SWRCB staff has determined that the

mplete, that is, that project planning is complete and all
other application requirements have been met, that the project is ready to
proceed, and that loan funds are available, staff will issue concept approval.
The application will then be presented to the $fdtd Bddrd SWRCB for approval of a

~ loan commitment and subsequent Toan contract. If Joan funds are not currently
available, consideration may be given to reserving future repayments returning to
the Water Reclamation Account. ' - _

Once the project is designed, the $I4f¢ Bodrd/ SWRCB's Office of Water Recycling
reviews and approves the plans and specifications, market assurances dggr
£SALYd¢LE, construction financing plan, and revenue program. An approval to
advertise is then issued to the applicant, and a loan contract is drafted. When
the applicant has awarded the construction contract, the Toan contract is executed
and 4 loan disbursements

Bdyiért may B¢ commence. Féduééféd/ Loan repayments from

| Request for

application
package

Facilities
planning and

| CEQA compli-

ance by appli-

cant
|

Application
completed

the applicant to the $FAf¢ Eddrd SWRCB must begin within two years after award of
construction contract. The entire application process is summarized below. '

Application is distributed to interested party upon

request. E

~Agency does planning without financial assistance from

the Loan Program. Jf#fé Bddrd SWRCB staff is available
for meetings and guidance. Agency must comply with
California Environmental Quality Act, water rights,
State health department, and other requirements.

Agency submits completed application, authorizin '
-resolution, and planning documents to SFAFE 383?5 SWRCB.

I
Btdté Bédrd

SWRCB review

Project concept
approval and
eligibitity
determination

FLdté Bodrd
SWRCB authorizes
loan

Stifé Bodrd SWRCB staff reviews and comments on the
application and planning documents. Agency prepares
responses, if necessary. : '

Staff issues project concept approva}, makes preliminary
eligibility determination, and determines availability
of loan funds. '

BLdté Bédrd SWRCB approves the proposed project,
loan authorizes a loan commitment and subsequent loan
contract to the agency.
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Design Agency submits 100% design submittail‘inc]uding cost
submittals estimate, construction financing plan, revenue program,

final market assurances #gér ¢@htra¢ts, and plan for the
use of remaining project capacity.

Design review Staff reviews and comments on the design submittals.
and approval - Agency prepares responses, if necessary. Staff makes
to advertise final eligibility determinations, issues approval to
advertise the construction contract, and drafts a loan
contract. ;
Construction | Agency awards construction contract and submits related

contract award réddiréd information to gtdfé Podrd SWRCB.

Loan contract g14té Bodrd SWRCB and agency execute loan contract.

issued #Afd paAys | ) -

wént rédidsied
— 1

Loan disburse- -| Agency requesfs Toan pAywént disbursements. SLaté
ments PAyWERts. Bédrd SWRCB issues loan disbursements paymgnts to
to agency '} agency. :

| . ;
Construction Staff monitors status of construction and of users,
monitoring converting to reclaimed water use, reviews final revenue

program. Agency submits financial report and final
project summary after completion of construction.

Loan repayments Agency begins loan repaymentis within two years affér _
to Stafé Bodrd award of construction contract, submits annual reports for

SWRCB five up to nine years of operation. fi¢ ifTLid] yédrs ¢f
3%373?53% 541 %ﬁ@ 7373?'5337 of dpération éF dntil
- Eédehin Jédr Tollowing awdrd of ¢ORELrdEtion dontrddt]
- GHACHEFEF Térdh éXténds Tdrgéri/ :

fI1. PLANNING REVIEW CRITERIA .

In order for a project to be approved for a loan, a project must be cost-
effective. A water reclamation project will be considered cost-effective when,.
compared with the development of (1) other new sources of water or (2)
alternative new freshwater supplies {depending on which bond law is the source
of funding), the proposed project will result in the minimum total resources
costs over time to meet project objectives. Resourced costs to be evaluated
include monetary costs as well as nonmonetary factors, including social and
environmental effects. An economic analysis, which considers all monetary costs
associated with each alternative, is given primary consideration unless other
factors are overriding. Other important factors include an assessment of the

reclaimed water market, availability of reclaimed water, financial feasibility,
energy consumption, and engineering. :
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IV. FACILITIES PLANNING

regulatory agencies. ¢ TEasiBITTEY OF 4 TAFh FECoOvmerdéd vrdiée 174
'73%773?73%‘?%?“3333 Aendritrdted And poLential sbstacids Kavé Beér rédalved.

Potential reclaimed water users have been informed of the conditions for using

Vodn ABRTACALIdNL ¢ANNSE Bé Processdd dnTdds Accompanied by docundntitisn of
eoipleted TALITALIEE BIANRARG. Vodn Funds Aré WoE AFATTABIE FoF FA¢iiitiss

- PAAARIRG.  RPBIICARLE AFd ERLodraded 10 fBLify the SEAEE WALEr Bodrd Befdrd

APBIYInG of ILE désivé 18 Appiyl SEALd BoAVd SEATf (4K Ad¥idd Lré Applicant of
Lhe TURding SILAREIOR dAnd vidrl VALK the AppTi¢dnt dufing préparation of fhe ,
APPRILALIGAL THE APPTI¢ARt ViATT Bé dd¥iied ViRAE AdILIdRAT Anfordatisn is
RECELLAry If EHE ¢dsé oF AR Indonpiété Applidation! . o

Staff will not consider a Toan application for funding until the facilities
planning process has been completed. Agencies are encouraged to notify SWRCB
staff of their interest in applying for a loan early in the planning process.
SWRCB staff can then advise agencies about the availability of funding and assist
agencies in developing facilities planning documents that comp] with funding
guidelines and preparing loan applications. While facilities planning is a
necessary part of preparing a foan application, the Bond Laws do not provide for

- funding of expenditures for planning and Toan appTication.

The planning process generally comprises Progrégiés thrddgh three levels of

detail--conceptual, feasibility, and facilities. At the conceptual level, a
potential project is sketched out, rough costs are estimated, and a potential
reclaimed water market is identified. At this Tevel little investigation has

occurred and information ¢ dérérdliy drrélidbié should not be relied upon.
At the feasibi]ity level, a preliminary market assessment is performed, 5nc1uding

‘With direct consultation with potential reclaimed water users. Alternative

facilities are screened, considering economics, technical constraints, and other
factors: The most fédgif1é promising project is then investigated sufficiently to

determine IKAL whether it is appropriate to proceed to the facilities plannin
stage. A6V8108  TIFR B14F 444 Begin S6EAFing SHMITARFIL TYon T567E ThA TN N b

1or) Agenéids/

AL The facilities planning level represents the final stage of the planning
process/ plarfing gz_zgggﬁfiﬁlli gowpléfé. Agencies are expected fto complete this
stage of .the planning process before filing a Toan application. At the facilities
planning stage, a thorough cost-effectiveness analysis RS BEéR perforiéd of is
conducted for all potential alternatives, including economics, environmental and
social factors, and technical feasibility. Environmental, technical, and
institutional issues are identified and potential obstacles are resolved. All
necessary facilities of the recommended project have been identified, and the
project is described with sufficient detail to seek Funding and approvals b '
s » ; - : gifi¢

reclaimed water, including probable price. #Afd ERgiy TRLEVEst Hdd Béén doddmérred
ERroddR TELEErs 6f IREERE oF fUTTY Aegotidted ¢ortraéts A detailed market
assessment is performed, and a construction financing plan and revenue program
Kdye Béér are developed. Agencies initiate formal discussions with suppliers,
wholesalers, retailers, and users of the reclaimed water, and institutional
arrangements are decided upon. Market assurances, such as mandatory use
ordinances or Tetters of intent from users, are obtained. THE FECORRETAEd préféeit

17 Beer dass FA1E By YEUTALSrY ddeéncids
drd Furding. |

L Kl 3 - i L Appre
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As part of the planning process the agency must conduct an environmental review
in compliance with CEQA, as described in Section I. It will also be necessary

to obtain clearance from the $fAf¢ Bgdrd/é SWRCB's Division of Water Rights
regarding compliance with Water Code Section 1211, if the proposed water
reclamation project will modify a current wastewater discharge to a surface water
course changing the point of discharge, place of use, or purpose of use of the
treated wastewater. Because of the time involved in state water rights review,
the Petition Unit of Division of Water Rights should be contacted early in the
planning process. The SWRCB will not authorize a loan commitment until water
reclamation requirements have been issued by the Regional Water Quality Controtl

Board.

The completed facilities planning should be documented in a report, which is to
be submitted with the loan.application form. Additional information on _
facilities planning #fd fH¢ wdrkét dfséssiénf can be obtained from the $tafé Bodrd
SWRCB. (see Appendix B B). Monetary analyses, market assessment, and market
assurances. are described in the Ag¢#t following sections and Appendix A. Ii the
loan application and supporting documents are incomplete, the applicant will be
advised about what additional information 1s necessary. '

V. MONETARY ANALYSES

An important factor in the cost-effectiveness analysis of water reclamation is an
analysis of monetary costs and benefits. Monetary costs and benefits can be
analyzed in different ways depending on the use of the results. In water
resources planning two general categories of monetary analyses have been
established: economic analysis and financial analysis. The purpose of the
economic analysis is to determine whether a project alternative is justified by
quantifying all monetary costs and benefits regardiess of who pays the cosis or
receives the benefits. wWifH The intent is to ¢f détérmining determine the
alternative of least cost. The economic analysis does not have the viewpoint of
any particular public agency or private entity. A financial analysis is .intended
to determine who pays the costs and receives the benefits and to determine
financial feasibility. This analysis should indicate costs and benefits to the
reclaimed water user, the taxpayer, and the water retailer or wholesaler, and the
sources of funds to implement the project alternatives being evaluated. wWédgdrés/
A detailed discussion of monetary analyses can be found in Interim Guidelines for
Fconomic and Financial Analyses of Water Reclamation Projects (see Appendix B By.

A. Economic Analysis

The first step in an economic analysis is to identify all items of increased or
decreased cost as a result of each alternative under consideration, including
continuing without a project. Costs experienced by entities other than the
project sponsor must also be identified. For example, reclaimed water users may
~incur additienal costs to convert to reclaimed water or may incur savings in
fertilizer use because of nutrients in reclaimed water. All monetary values are
expressed in current dollars, excluding inflation. :
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The basis of comparison for justifying a water reclamation project is a new
freshwater supply that will be needed to serve the area of the reclaimed water’
project. The appropriate freshwater alternative for comparison is established in
the facilities planning report in which the freshwater needs are projected and
available facilities are discussed. The costs for use in the economic analysis of
the new freshwater supply consist primarily of the capital and operation and
maintenance costs of the new freshwater facilities and the variable costs of
operating any existing water facilities that are needed in conjunction with the -
new facilities to deliver the new supply to the same market area as of the
reclaimed water. Because the debt service or fixed operating costs of existing

- facilities would not be reduced by use of reclaimed water, these costs are not

included in_the economic analysis.

In an economic analysis, the present value of all immediate and future cost
increases and decreases is calculated, incTuding those experienced by other
entities. The present values should be computed using a discount rate {a type of
interest rate) specified by the $fAfé WALér Résodrdds Contre] Bodrd SWRCB.  To be
able to compare the net cost of reclamation alternatives and proposed water supply
developments on a common basis, dollars per acre-foot of water developed should be
computed. A water reclamation alternative is considered economically justified if
its net cost is less than the net future cost of a new freshwater supply serving
the same area. Upplying kdtér frew dn éXisting $TEEER OF v Fréeh vidter
FACIITEIELTTTTNG et ddononid ¢ost of SUPBIYIRG dléy From dn Xisting dystén :
wodld Aot AREIddé T8 £4pItdl foitd oF Firédd OPErALISRAT ¢ddtd Bédddid they viddid -
neL Wé rédicéd By vdé oF reETAinéd aALér And LREVETOrd Aré Mot FETEvant An An .
ELononis Andiysidl ' -

"B Financial Analysis

The financial analysis actually consists of several analyses. An agency
developing a water reclamation project must determine the costs and savings it
will experience for each potential alternative to determine whether an alterna-
tive is financially feasible. It must identify sources of funds to finance
proposed alternatives. The construction financing plan and revenue program

‘demonstrate the basic financial feasibility from the perspective of the agency.

These are described in Appendix A.

Important information for the reclaimed water users is the cost or savings they it
will experience. Reclaimed water prices must be compared to the cost of fresh
water that the users would otherwise use. The costs of on-site conversion to
reclaimed water use must be estimated. Savings in fertilizer use should be
considered. ' _

In performing financial analyses, it is appropriate to use inflated dollars for
future costs and to use an interest rate in present value analyses that is based
on an agency's borrowing cost.
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VI. RECLAIMED WATER MARKET ASSESSMENT

The completion of a detailed reclaimed water market assessment is a critical
element of the facilities planning process and crucial to the success of any water
reclamation project. A market assessment invoives the jdentification of potential
reclaimed water users, collection of information related to the users, and
evaluation of the suitability of the reclaimed water to serve the potential
market. Information is needed about and from the users to determine design
criteria for a reclaimed water system,
feasibility, the amount and source ot fresh water displaced, the institutional
framework for the project, and the capabitity and willingness of users to take
reclaimed water. The suitability of the reclaimed water is governed both by
Fealth and water pollution concerns and by the water quality needs of the users.
Costs are a key element in bringing together reclaimed water and the potential
water market. The general expectations of users is that the conditions of
reclaimed water service wil] be comparable to alternative fresh water supplies,
particularly for users already accustomed to taking potable water.

The reclaimed water market assessment process generally includes two levels of
detail -- preliminary and detailed. Agencies typically perform a preliminary
market assessment during the feasibility planning stage. The preliminary market

such as the number of potential users,. and the amount and type of potentia
reclaimed water use. While this information_is adequate to allow an agency to
determine whether a project warrants further consideration, additional information
s necessary to determine the economic and financial feasibility of the project.

Agencies are required to conduct a detailed market assessment as part of the
facilities planning process. The market assessment shall include as a minimum all
of the users or service area of the facilities the capacity for which loan funding
is requested. Like the preliminary market assessment, the detailed market
Issessment must be developed through direct consultation with potential users.
TTowing information should be included in the detailed market assessment:

A. General Information

1. List and map of potential users in the study area and types of uses.

2. State and local health department reclaimed water quality requﬁrements
~and delivery requirements (backflow prevention, irrigation methods,
Tevels of treatment, etc.) for each type of use.

- 3. Regional Water Quality Control Board (Regional Water Board) reclaimed
water quality and delivery requirements for each type of use and any
restrictions in certain geographical areas for protection of ground
water or surface water.

4. An estimate of the probable water quality of secondary and tertiary
effiuents that could be made available in the future and a com arison
of Them to the health and water quality regquirements of potential

Users.

5. An estimate of future fresh water supply costs to users.

a reclaimed water pricing policy, financial -

assessment is developed through consultation with users and provides genera] data,
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6. An estimate of costs for facilities or modifications needed on user
sites to accept reclaimed water for each type of user site. '

B. Individual User Information

1. Specific potential uses of reclaimed water.

2. Location of user.

3. Present and future guantity needs. {For existing water users, present
‘water use should be documented with three previous years of water

- usage. !

4. Timing of needs.

5. Quality needsﬂ

6. Reliability needs regarding availabiTify and quality of reclaimed
water. . . _ _

7. Nééds'regarding disposaT of used reclaimed water.

8. Present source of water, present water retailer, cost of present
source of water. ' '

_;9. When user would be capable of using reclaimed water.

10. For undeveloped future potential sites, the year in which water demand
= 1s expected to beqin, currenf status and schedule of development {with
T supporting evidence, such as subdivision maps, land use permits,
= general plan land use designations, irrigated acreages, etc. ).
Determination of the market for reclaimed water in future development depends upon
various sources of information of varying reljability. Ffor near-term development
that is proposed for inclusion in the ninth-year eligible capacity, information
will generally be expected directly from land deveiopers of their intentions,
following the model format available from the Office of Water Recyciing. This
information shall be submitted for review before concept approval is issued.
Undeveloped sites may be included as part of the first year delivery commitment if
the development has proceeded sufficiently through design and received sufficient
approvals and permits that the SWRCB can safely assume that the user will be ready
to_accept reclaimed water upon completion of construction of the reclamation

project.

The preparation of the market assessment should be viewed not only as a data
coltlection exercise, but as an integral step in the reclaimed water marketing
process. Potential customers should be familiarized with details of the proposed
project, including the proposed project schedule, the projected water quality and
reliability, and the projected price of reclaimed water in comparison with

- alternative water supplies (if such water suppiies would be available to the

customer). An agency that has adopted a mandatory use ordinance shoild also
provide information about the ordinance and the customer's responsibility under

the ordinance. Evidence of this public education effort (e.g., a copy of the

- 11 -
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infofmation package provided to potential users) should be included in the
detailed market assessment. A copy of the detailed market assessment must be
~submitted with the loan application.

VII; RECLAiHED WATER MARKET ASSURANCES

Reclaimed water market assurances serve to ensure that the water produced by a
project will be utilized within the time frame envisioned in the facilities -
planning documents. The market assurances involve a means of securing the initial
reclaimed water users as well as the agency's plans for connecting users for the
entire loan-eligible capacity of the project. The means for securing the initial
reclaimed water users generally take two forms: 1) mandatory use ordinances in
which potential users are mandated to participate in the project or 2) user
contracts in which potential users voluntarily commit themselves to participate in
the project. The two forms of assurances are described below. - :

The agency will be required in the initial year following completion of
construction to use at least 25 percent of the ninth-year eligible project
capacity. 1he agency will be required during the ninth vear following completion
oF construction to use the total ninth-year eligible project capacity. If
reclaimed water user connections are proposed to be phased, at least 50 percent of
The ninth-year eligible project capacity must serve users that will exist by the
time of completion of construction. Existing users must be covered by the
mandatory use ordinance or user contract provisions below. ' .

If the minth-year project reclaimed water deliveries or the 20th-year pipeline
deliveries are proposed to include additional user connections after the first

- year of operation, the market assurances will include a description of the Tuture
phases of expansion by the agency and their schedule. Existing water users
proposed to be included in eligible project capacity will be expected to be
connected to the system upon the initial project operation. Anticipated
connection of existing water users at a later time will be supported by adequate
reasons for the delay in connection and a firm schedule for the construction of
Tacilities to make the connections. The plan for use of the full eligible.
capacities of facilities shall be submitted with_the loan application and updated,
3T necessary, with the submittal of final plans and specifications. ;

A. _Mandatory Use Ordinances

A mandatory use ordinance is a law adopted by a retail water purveyor requiring
the use of reclaimed water in place of another source of watér. For the ordinance
to be an acceptable form of market assurance, it shall contain certain provisions:

1. Specification of the types of use of water for which reclaimed water must be
-used.

2. Specification of the conditions under which reclaimed water must be used or
new development must be plumbed for future reclaimed water use.

3. Procedure for determining which water users are required to either convert to
reclaimed water service or be plumbed to accept reclaimed water upon new water
service. :
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4.  Procedure to provide notice to potential users that they are subject to the
ordinance and specification that the notice include information about the
project, the responsibilities of the users under the ordinance, the price of
the reclaimed water, and description of the on-site retrofit facilities
requirements. :

5. Procedure for request by the users for a waiver.

6. A penalty for noncompliance with the ordinance. Minimum acceptable penalties
are discontinuance of freshwater service, a freshwater rate surcharge of at
least 50 percent of the freshwater rate, or an equally effective penalty.

If the agency implementing the reclaimed water project does not have the legal
authority to enforce a mandatory use ordinance (for example, a sewerage agency},
the mandatory use ordinance may be implemented by the retail water purveyor.

The SWRCB staff will review a copy of the adopted ordinance along with the loan
application. Concept approval of the project will establish the eligible capacity
of the project based on the market assessment. The SWRCB's resolution approving a
loan commitment will inciude a requirement that the local public agency submit
either 1) copies of Tetters of intent to participate in the project or 2) copies
of the notifications to the users subject to the ordinance, a statement of whether
any notified users appealed the conditions of reclaimed water use, and
documentation showing the disposition of any appeals. The resolution will reguire
that these items be submitted to The SWRCB staff before approval to advertise for
construc¢tion, but in no case Tater than six months from the date of the
resolution. The SWRCB staff will have 60 days from the date of receipt of
submittals to approve or reject them, otherwise thé submittals will be considered
adequate. The SWRCB's resolution will include a provision that if the agency does
not submit these items within six months or if the submittal is considered -
inadequate by the SWRCB staff, the resolution is null and void, and the project

- will need to be resubmitted for approval. Depending on the documentation

eventually submitted, the concept approval may be revised before request for
reapproval by the SWRCB. '

There may be Timitations on the application of mandatory use ordinances. Certain

potential users may not be subject to the ordinance for various reasons, for
example, a user may not be obtaining water service from the agency with the
ordinance or the user may be outside of the service area of the agency. 1In such
situations, user contracts may be expected to cover users intending to take
reclaimed water during the first year of operation. The ordinance shall apply to
sufficient users that in aggregate represent most of the reclaimed water
deliveries for water users that will exist by the time of comp letion of
construction,

- B. User Contracts

A user contract is a binding agreement between reclaimed water purveyors and
users, signed by both parties. For the SWRCB staff to accept a user contract as
an_acceptable form of market assurance the contract must contain certain

provisions:

- 13 -




JUN 71994

1. A commitment to use the reclaimed water for a minimum period of 10 years.

2. The ambunt of reclaimed water the user intends_to take annué]ly.‘
3. The sites and {he types of.use of the reclaimed Wateh.
4, Specification of the conditions of ;eciaiméd'wateh_use,'iné]uding the Water
' guality. _ R
| The price of the reclaimed water.

o

6. Description of the regulatory and watef purveyor requireﬁents for on-site
T retrofit facilities needed to convert from freshwater to reclaimed water.

7. Date when reclaimed water use will commence.

User contracts are required from sufficient users that in aggregate represent most
of the reclaimed water deliveries for water users that will exist by the time of
completion of construction. The agency must submit with the loan application
Tetters of intent from the proposed reclaimed water users intended to execute user
contracts. 1he content of the letters should follow the model format provided by
the Office of Water Recycling. The user contracts shall be submitted before SWRCE
approval to advertise for construction. -

VIII. ELIGIBILITY CRITERIA

The following eligibility policies have been established by the $tafé Board SWRCB
regarding costs and types of projects eligible and ineligible for loans.

A. Eligible Costs

1. Costs of construction and of land or right-of-way purchase for water
reclamation treatment, storage, and distribution systems shall be eligible for
loans. '

2. The eligible cost may include an allowance, if requested by the loan
recipient, to cover design and engineering, legal and administrative services
. associated with the design and construction of the eligible reclamation
project. The amount of such allowance shall be up to 15 percent of the
-eligible cost of construction and land or right-of-way purchase. -

In addition, the eligible cost may include an allowance, if requested by the
Joan recipient, to cover design services only for design costs of future
phased expansions of facilities on the same site as facilities to be =
constructed as part of the loan. The phased expansions may include a capacity
for up to 20 years after completion of construction. The amount of the
allowance shall be up to 10 percent of the engineer's estimate of the
construction cost of expansions based on 100 percent design.

3. Project facilities which are eligible must remain in public ownership and
have provision for adequate operation and maintenance and adequate right-of-
way. ' '
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Reclaimed water distribution systems from the source of supply to the pfopérty:
line of the reuse sites shall be eligible for a loan. Eligibility of a system
on the property of the user should be limited to:

0 Reclaimed water service line up to and including the water meter if
the meter is located in the proximity of the property line.

0 Reclaimed water service line up to a main storage facility serving the
) user on the reuse site or, if there are more than one use areas that
are widely separated on-the property, up to the point of initially
dividing the water flow.

A reclaimed water distribution pipeline shall be eligible if the terminal
point serves a user that is committed by mandatory use ordinance or by user

contract Midéy ¢dntyddr of EAmATAF TIVR FORIINéRE to take reclaimed water

‘during the initial operation of the project. If only a portion of a pipeline
- serves users secured by a firm commitment, then eligibility shall extend to

 the most downstream user secured by a firm commitment.

~

7

The capacity of a project eligible for a loan shall be that capacity which can
be used within #i¥#¢ nine years of completion of construction. However, pump
station wet wells and buried pipelines at the treatment facility or in the
distribution system shall have an eligible capacity of up to twenty years when
documented by a market assessment showing the twenty vear service area and
identifying and analytically projecting all existing and future uses to be
served by the reclaimed water pipeline proposed for loan funding. FéF _

‘ 7 ‘ T e T I ddd 1 d e .  AETTRéd A8 Fvid Jédrs

ATEEY dWArd 6f Lhé (ORSErdétion ¢oRtrdct!  These eligible capacities are
measured in terms of annual reclaimed water deliveries.. Eligible sizes of
facilities components are based on reasonable design criteria, including
peaking factors, to serve these annual deliveries. There shall not be any
restriction on the capacity of a project. Capacity in excess of the eligible
project shall be funded with funds other than the $fAf¢ Bddrd SWRCB loan.

i i

Agencies constructing pipelines or treatment facility capacity in excess of
that which can be utilized within five years of completion of construction
must demonstrate that adequate reclaimable water supplies will be available to
support that future capacity. This documentation may take the form of: 1) an
urban water managemeni plan or equivalent water supply planning document which
specifically identifies measures intended to assure that, in a year of normal
supply and demand, an adequate supply of water will be availabie to support
the projected growth in wastewater flows or, 2} certification by the agency
that existing tributary wastewater Tlows will meet or exceed the capacity of
the proposed reclamation project at the time of the completion of the project.

The APpTACARE WATT Bé rédiired in thé IRILIAT yédr 1811owing éonpistion of
CONSEYMELidn 16 did AL TE4SL B0 péreént of INd 1oLl proféct ¢dpacity ‘
WATLIgTigd By LRE \ALIG of SLALé Bodrd TRding 16 161A] Proféct ddetél//Thé
SLALe WALer Bodrd viill ¢dndict an ARILIAT Yedied df Lhé Appliddnt]d Afsdrdrces
for YeLldived vatéy idé &t IR¢ timg of I0AK Applicationl//Beferd Approddl te
AdVEYLise] dsér CORErdcts SHALT Bé prodidéd df ééidéncd of probable domplidnsé
WILH LiAS IRTERAT Jedr dgé Fédairénént///KE tRAL Ling EHé SLdté Bodrd vidl]
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Fédigh thé Adédddcy of Lhédé dier ddRtradts And LRe dpplicdnt)s propeddis fof

déé of The FEMdiRIng CAPACTESL/ The réddivenéns for & didy dontrdet way ié .
Vaiéd 1f 4 recldiméd water vdér 1% SUBAEFE 16 £ wdnddLdry rédldinéd viter dsé
Srdivande oF polidy dnd £deh dier W1l Bé LApABTE of ding fécldniéd vdkér in

the ARILIA1 yédr of prodéit dpération/ ' | :

The AppTAcant will bé védiiréd diring thé FITER yédr 6116viNg Eomplétion ¢f
COREEFUELion 16 dgé the EoLAT prodeer ddpacity wiltiglidd By tié raLid of
SEité Board Turding £6 f0fAl progéct deitl Vér pirpoiés of Lhis sédtisn-
YEORPTELION of LOREErdeLion) is définéd 4% tHg Jédrd dfiél dvdrd of the
¢orstrdetion contridet! , -

- Ineligible Costs

The following costs shall not be eligible for loan funds:

costs of planning for a project

costs of applying for a loan

cost of land for the purpose of application of reclaimed water

costs for operation and maintenance of project facilities/ -

legal and court costs resulting from violation of state and federal laws,
excluding the cost of capital facilities required to be built as a '

condition or result of a legal or court settlement.

Eligible costs of construction performed by the loan recipient's work force

shall not include indirect costs, ¢f that is, expenses not readily

jdentifiable with the eligible reclamation project, such as ordinary operating
expenses of the loan recipient. A more detailed discussion may be found in .
swater Reclamation Loan Program Guidelines on Force Account Eligible Costs.”

Miscellaneous

Multiple-purpose projects shall be eligible in proportion to the costs
allocated to water reclamation. dnd rédgé/ An example of a multiple-purpose
project would be a ground water recharge project that percolates both storm
water runoff and treated wastewater. _ _ _ '

Projects for reclaiming ground water, including desalting and nitrate removal
projects, shall be eligible if the water to be treated has become unusable
primarily because of human activities. This includes municipal, industrial,
or agricultural activities. The degraded source water may be provided to the

project directly, such as from a wastewater treatment plant, or indirectly,

such as pumping from a brackish or polluted ground water basin. Projects for
desalting naturally occurring saline or brackish waters shall not be eligibie

for a Tloan.

Reclamation of industrial wastewater shall be é]igible for a loan provided the
loan applicant is a municipality or a local public agency, as defined in
Section I. 1In-plant recycling projects are not eligible for a loan.

Project changes are permitted after approval of the project by the SWRCB;

provided that there is no change in the scope of the project. If there 1is a

change in scope of a project, the SWRCB staff shall bring the project to the .
SWRCB for reapproval. The scope of a project is considered to have changed if

there is any of the following:
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a. A decrease in the reclaimed water deliveries projected for the ninth year
following completion of construction by more than 15 percent. '

b. A change required in the environmental documents prepared under the
California Environmental Quality Act such that the State Water Board is
required to reconsider the environmental documents.

C. An increase in the total economic cost of the project such that the cost
exceeds the alternative freshwater cost by more than 15 percent.

d. An increase in the fotal eligible project cost such that it exceeds the
preliminary Toan commitment amount by more than 50 percent.

e. An adverse effect on the engineering or financial feasibility of the

project.
The SWRCB Project Manager shall be proﬁpt]y informed of project changes during

construction. Because changes may affect project eligibility or require

reapproval by the SWRCB, substantial changes during construction should be
approved before initiating_the change. '

The maximum Joan amount will be based on bid amount at the time of award of
the construction contract, as described in Section I1X. Al project changes
during construction That result in cost increases above the maximum loan
amount shall be the responsibility of the loan recipient. Changes during
construction may result in decreases in eligible costs. Such decreases may
offset cost increases for eligible project costs. Eligible cost increases may
result from 1) overruns in quantities. beyond estimates in original bids for
eligible work specified at the time of bid or 2) change orders for changed
work which has been approved for eligibility. The final loan amount will be
ad justed downward for any decreases in eligible cost items less -any eligible
offsetting cost increases, up to the maximum loan amount. Change orders wil}
be reviewed for eligibility only if there is a request from the Toan recipient

‘and there is an offsetfing cost decrease.

Retroactive funding of construction is not eligible for loan funds, with the

IX.

exception that eligibility may be reserved for advance construction oF minor
portions of a proposed project with prior approval by SWRCB staff.  Advance
construction is not eligible for any facilities commencing construction before
submittal of the Toan appTication. Advance construction shall be justified
based on_the cost savings or time coordination with the main portion of the
project. Prior approval does not constitute an assurance of final
eligibility. Such eligibility is determined at the time of plans and
specifications approval of the main project.

Y11/ LOAN FINANCIAL PROVISIONS

Successful loan applicants will receive loan funds during project construction

based on evidence of satisfactory construction progress. No loan funds will be

advanced during design. .Interest charges on loan funds begin to accrue as soon as
loan funds are disbursed. The maximum loan amount will be based on bid amount at

the

time of award of the construction contract. An allowance for design costs and

engineering, legal, and administrative costs may be included. Increases in the

- 17 -
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loan amount will not be permitted due to changes in cost during construction. The
standard loan provisions will provide for equal payw¢rfs annual repayments dp 1o
for a 20-year term following the date of the loan contract.  However, shorter
repayment periods are encouraged and may be imposed. Id BE fordidérédl Répdywénts
will ¢ondist of AMMddT 1% ¥ _ ¢d Ih LRE 18R ¢oRtrdets The
repayment will consist of principal and interest. The initial repayment shall be
made not later than two years after award of the construction contract. ‘
Additional details regarding the financial aspects, as well as general contrac-
‘tual requirements, can be found in Appendix A and in the model loan contract,
which can be obtained upon request {refer to Appendix B §). ‘ :

X. Y111/ DESIGN, CONSTRUCTION, AND OPERATION

Before a project can receive épprova1 to advertise the construction contract,
staff must ensure that: ‘ S

1. The design is-consistent with the project described in the concept approval;

2. The construction contract documents comply with all state administrative
requirements and contain provisions specified in the loan contract;

3. Agency has the required market assurances; and dféddfdd ugér ¢ontracts in
Acedrdandd W?fﬂ*gg3f3fE3373—337733—7333133f333iéI Atd Rds & pIAR For vdé of
égﬁtiigggﬂigg_tﬁﬁé¢iti WALHIR seién yéars 1o11oving #vdrd of tité coRgLrietion

4. Al1 other state and concept approval conditions have been met.

k fdbiiftal ¢f iné Staff must review final plans and specifications and other
documents A% yéddiyed before issuing approval to advertise 1% igfdéd/ The final
design submittal consists of the following: 1} complete, biddable, and signed
plans and specifications; 2) a detailed, itemized engineer's cost estimate; 3)
updated revenue program; 4) updated construction financing plan and; 5) reclaimed
water market assurances. dggr ¢onfracts dnd 8F 4 pIAf oF prégrdm TRdicating
PrOvaBIE dié oF LRE Yemdining préjéct ¢apadity. | ,

Promptly upon award of the construction contract or contracts, the Agency shall
notify the SWRCB Project Manager of the award. The notice shall be accompanied by
a tabulation of bids received, the most recent engineer's estimate of project cost
AFA171461¢, a copy of the lowest acceptable bid proposal, a description of any bid
protest received together with a description of how the protest was resolved, a
copy of any project changes or addenda issued since approval to advertise was
given, and a copy of the signed construction subcontract. If the Agency awarded
to anyone other than the apparent Tow bidder, the reasons for not awarding to the

apparent low bidder & fuIl éxpiéndLigh shall be provided.

Agencies are encouraged to adopt a reclaimed water ordinance or regulation to
ensure the long term successful operation of a reclamation project in compliance
with health, safety, and water quality requirements. A reclaimed water ordinance
can include conditions under which users accept reclaimed water and define the
requirements for on-site facilities design, construction, operation, monitoring
and inspection, connection fees and service charges, enforcement, and penalties.

An ordinance can ensure that certain design criteria and standards incorporated
into the original project can be carried on in project expansion as new users are .
added.

- 18 -
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Agencies are also encouraged to prepare a reclaimed water user manual. The manual
is used by personnel employed by users of reclaimed water who handle reclaimed _
water on a daily basis, such as park maintenance staff. The manual, usually a two
to ten page guide, would cover in simplified language such topics as irrigation
scheduling, precautionary measures, emergency procedures, control of runoff, and
routine maintenance. It can also include a simplified description of the
treatment that reclaimed water receives before reuse and the overall reclaimed
water system. —

Once the project begins operation, the project will be monitored for progress in
connecting reclaimed water users and delivering reclaimed water. Annual reports

must be submitted by the Toan recipient for a minimum period of five years. The

reporting period will be extended to up to nine years depending on the number of
years of eligible capacity funded by the Toan. -

XI. IX{ FURTHER INFORMATION AND ASSISTANCE

For those local agencies interested in applying for a reclamation loan, please
compiete an application form. Submit the application form and all project
planning documents to the $fdfé Bodrd SWRCB. ' _

Additional information can be secured by use of the order form in Appendix B @.
The Office of Water Recycling is available to answer questions and advise the -
applicant during the planning process. The Office of Water Recycling can be
contacted by writing to Office of Water Recycling, Division of Vgdn¢ #nd Grantsf
Clean Water Programs, State Water Resources Control Board, P. 0. Box 944212,
Sacramento, California 94244-2120 or calling (916) 729/4788 ¢ 739/4408/
227-4580 or 227-4400.

- 19 -
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APPENDIX A
LOAN REPAYMENT AND FINANCIAL ANALYSES

I. Introduction

NéLt dft Typically, money is an essential ingredient for a feasible water
reclamation project. It must be raised to finance design and construction, to
provide positive cash flow during construction, and, once operation has commenced,
to repay debts and pay for operation and maintenance. These guidelines contain
the repayment provisions for loans from the Water Reclamation Loan Program and the
desired documentation to demonstrate financial feasibility. More detailed
information on financial analyses can be found in the $fdfé Walér Wéfdureés
€ortydl Bodrd/¢ SWRCB's Interim Guidelines for Economic and Financial Analyses of
~Water Reclamation Projects. '

Two financial reports are required: a construction financing plan and a revenue
program, which covers the period commencing with initial facilities operation.
These two reports défvménts must be submitted with the loan application (as part
of the facilities plan) and updated and submitted with the 100 percent design
submittal. A final revenue program must be submitted at completion of '
construction. -

I1. Loan Repayment Provisions

Loans from the Water Reclamation Loan Program will have an interest rate set at 50
percent of the average interest rate paid by the State on the most recent ‘sale of
general obligation bonds. The term of the loans may be for a period of up to 20
years. The loan term begins from the loan contract date. Repayments will begin
on the last day of the month following two years after award of the prime
construction contract. : '

ITI. Construction Financing Plan

It must be demonstrated that there are sufficient financial resources to finance
the design and construction of the project. The construction financing plan
generally consists of at least the following items:

1. An up-to-date capital cost estimate, including construction, engineering,
legal, and administrative costs with a reasonable allowance for contingencies.

2. A cash flow analysis consisting of a monthly forecast of expenses during
design and construction and sources of funds to meet those expenses.,

3. The sources and amounts of funds for capital costs, including the status and
timing in securing those funds. - '

There will be no disbursements of loan funds from the Water Reclamation Loan
Program until the award of construction contracts. Thus, the loan recipient must
carry design costs until the initiation of conmstruction. Loan disbursements will
be made during construction. If there are muttiple construction contracts, the

- loan disbursements will be proportioned amongst each construction contract.

- Al -




The cash flow anaTyses should be based on the above procedures for loan
disbursements £¢hédidé and the assumption that receipt of loan funds will take 60

days from date of request.

IV. Pricing Policy

There are a variety of potential methods for determining the price customers will
pay for reclaimed water. The most typical include: ' ‘ ‘

1. The reclaimed water price is set to match exactly production costs.

2. The reclaimed water price is set at a given percentage discount from
whatever potable water prices are. '

3. The reclaimed water price is set at a given dollar discount from whatever
potable prices are. - .

Some agencies charge a meter charge or have multiple rates if they have both
wholesale and retail sales. -

Some of the considerations involved in establishing reclaimed water rates are:
1. The costs that are expected to be recovered by reclaimed water revenue.

2. The costs and inconvenience to reclaimed water customers resulting from
switching part of their water use to reclaimed water.

3. Whether the water agency wilf-pay for on-site conversion costs of
reclaimed water custemers.

4. The degree of integration of the reclaimed water supply into the water
agency's overall sources of supply, and thus the integration of costs and
revenue from the various sources of supply. ' ] :

Within the limits of financial feasibility, it is the recommendation of the Office
of Water Recycling that the price of reclaimed water be as high as reasonable,
taking into consideration the value of reclaimed water as compared to the price of
fresh water. A reasonable discount from fresh water prices is often the most

equitable.

V. Revenue Program

The financial feasibility of a project once it has started operation is shdwn in a
revenue program. In general, a period of 10 years should be forecast. The
following items should genera]]y be included for each year: '

1. reclaimed water demand by each user
fresh water prices applicable to the reclaimed water users‘

reclaimed water prices

total reclaimed water revenue

2.
3.
4.
5.

debt repayment
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b. operation and maintenance costs, broken down by category with fixed and
variable costs separated

7. supplementary funds prijded to accommodate any revenue deficiency

8. sensitivity analysis assuming portion of potential users fail to use
reclaimed water. - '

The assumptions ‘and bases for all numbers should be fully stated and referenced.
The pricing policy for the reclaimed water should be explained. It may be
necessary to allocate project costs between potlution control and water supply or
between categories of users. E

rather as simply an added supply to meet the overall water demands of a water
supply agency. Its only distinction is that its quality restricts its uses. As
such, it is desirable that the finances for a reclaimed water system be integrated
with those for the fresh water sources of supply. Once it has been determined
that reclaimed water costs are Justifiable compared to other sources of supply,
the reclaimed water supply should not be treated as an independent system
financially. : '

With reclaimed water viewed as a complement to a water system, reclaimed water
prices should be established using the same standards as fresh water, taking into
consideration some of the peculiarities mentioned in the previous section. If
revenues from reclaimed water are insufficient to cover all expenses from the
reclaimed water system, as is common in the initial years of operation, the
shortfall can be made up with revenue from the fresh water system. Likewise,
excess reclaimed water revenues can be used to cover other agency expenses,
allowing all customers to henefit,

Because reclaimed water is serving as a replacement for fresh water, there
inevitably is an effect on fresh water costs and revenue. It is desirable to
quantify these effects and include them in the revenue program to describe fully
the costs and benefits derived from the reclaimed water. This is often useful to
provide justification for using fresh water revenue to help pay for a reclaimed
water system. o

- A3 -
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| KPPENDIX £ |
WANDATORY RECUAIMED WATER HSE SRBINANCES
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| APPENDIX B p
. - ORDER FORM FOR ADDITIONAL INFORMATION

Please review the below list of additional documents refating to the Water
Rec]amation Loan Program. If you wish to obtain any of the documents, please
provide the requested information,

A. Check the items desired:

Clean Water Bond Law of 1984 _
Clean Water and Water Reclamation Bond Law of 1988
i/ /Ndtéy RECTABALIBY | ddrh Prédrdn Palidy dﬂ@ Procédyésd

Samg?e Letter of_Intent for U§e of Reclaimed Water

T |
Tl P

/

Model Reclamation Loan Contract - .
Interim Guidelines for Economic and Financia) Analyses of Water
Reclamation Projects ,
Background Information on Economic Analyses of Reclamation Projects
Loan AppTication Package (AppTlication Form, Water RecTamation Loan _
Program Guidelines, and Guidelines for State.lLoan Program
Applicants: Compliance with the California Environmental Quality
Act (CEQA)) _ .
(a) Policy for Implementing the State Revolving Fund for Construction
of Wastewater Treatment Facilities and (b} State Revolving Fund Loan
Program Funding for Water RecTamation Projects
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. [ J10. Facilities Planning Information

B. Provide the mailing address:

NAME :

TITLE:

AGENCY:

MAILING ADDRESS:

CITY,STATE, ZIP CODE:

C. Fold this order form in half, affix postage, and mail to pre-printed address
on reverse side, - :






