STATE WATER RESOURCES CONTROL BOARD

BOARD MEETING-- DIVISION OF FINANCIAL ASSISTANCE

JULY 16, 2003

ITEM 4

SUBJECT

APPROVAL OF A STATE REVOLVING FUND (SRF) LOAN FOR CITY OF PISMO BEACH (CITY) WASTEWATER FACILITIES EXPANSION PROJECT; SRF LOAN PROJECT NO. C-06-4793-110

DISCUSSION

In accordance with the State Water Resources Control Board's (SWRCB) Policy for Implementing the State Revolving Fund for Construction of Wastewater Treatment Facilities (Policy), adopted on February 16, 1995, and amended on January 22, 2003, projects on the adopted priority list need SWRCB approval to receive a SRF loan.  Loans can be approved by the SWRCB after the Division of Financial Assistance (Division) has approved the facilities plan, including (1) the project report, (2) environmental documents or schedule to complete environmental documents, and (3) water conservation plan or schedule for the local adoption of a water conservation plan.  On February 20, 2003, the Assistant Division Chief approved all documents above by issuing a Facilities Plan Approval (FPA) for the City’s Wastewater Facilities Expansion Project.  The City agreed in writing on March 25, 2003, with the FPA.

The total eligible project cost, including planning, engineering and administration allowances, is estimated to be $12.4 million. The total project cost is $13.5 million.  The City requests an SRF loan of $12.4 million for the project with a repayment period of 20 years, with the first repayment due one year after completion of construction.

The City receives its water supply from the State Water Project and from groundwater sources and is the sole provider of water service to water users within its service area.  The City is proceeding to become a signatory to the California Urban Water Conservation Council’s Memorandum of understanding (MOU) regarding Urban Water Conservation in California.  The Division will not execute a loan contract for the project until the City becomes a signatory to the MOU or has an approved Water Conservation Program in place.

The City’s service area is located in the central coast area of California in the southern portion of San Luis Obispo County, adjacent to Highway 101, approximately eight miles south of the City of San Luis Obispo.  The service area includes a popular resort community, situated directly on the Pacific Ocean (from the northern boundary of Shell Beach south to the City of Arroyo Grande) and extends to the east into the foothills of the coastal range mountains.
The City’s current average daily flow at the existing treatment plant is 1.14 million gallons per day (mgd). The existing treatment plant is expected to reach its existing capacity in 2004.  The existing wastewater treatment facilities consists of primary sedimentation, conventional activated sludge, secondary clarification, chlorination and dechlorination. The secondary effluent is discharged to the Pacific Ocean, through a joint ocean outfall owned by the South San Luis Obispo County Sanitary District. 
The Central Coast Regional Water Quality Control Board (CCRWQCB) has issued Clean up and Abatement Order No. 98-83 concerning the City’s wastewater treatment facility.  The proposed project will increase the treatment capacity and correct the problems identified in the CCRWQCB Order No. 98-83.

The proposed project will expand the City’s treatment capacity to 1.9 mgd, providing treatment capacity for approximately 20 years.  The proposed project includes the construction of the following: 

· headworks, 

· two oxidation ditches, 

· two clarifiers, 

· new pumps, 

· electrical and instrumentation work, 

· an operations center/laboratory,

· a storage/maintenance building.  

In addition, the existing aeration basins are to be converted to chlorine contact chambers.  The Project will be constructed through three construction contracts.  

The City prepared an Environmental Impact Report (EIR), which was distributed to the public and circulated through the State Clearinghouse (SCH# 2001091125) for review from December 3, 2001, through January 14, 2002.  During the review period the City received six comment letters regarding SRF loan requirements, impacts to special status species and habitat, potential flooding impacts, air quality and short-term construction impacts, and re-planting of trees and shrubs.  The City provided adequate responses to the comments in the Final EIR.  The Pismo Beach City Council approved the project, certified the Final EIR, and adopted a Statement of Overriding Considerations on July 31, 2002.  A Notice of Determination was filed with the San Luis Obispo County Clerk and the Governor’s Office of Planning and Research on August 30, 2002.  Section 7 requirements under the federal Endangered Species Act have been met through consultation with the U.S. Fish and Wildlife Service (FWS).  On November 30, 2001, Division staff distributed the draft EIR to the FWS for review with a finding of “may affect, but not likely to adversely affect” special status species.  The FWS concurred with the Division’s finding on February 19, 2002.

The City has provided the Division with a schedule containing project milestones.  These dates are included in the Division’s FPA letter.  In accordance with Section IX (I) of the SRF Policy, the draft resolution includes February 30, 2004, as the deadline for the City’s issuance of Notice to Proceed with Project construction.  The Division may approve up to a 90-day extension for good cause.

The City has applied for the full estimated eligible SRF loan amount of $12.4 million for the project.  The City requests a 20-year repayment period and with the first SRF loan repayment due one year after completion of construction. 

POLICY ISSUE

Should the SWRCB approve SRF loan funding for the proposed project, 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 SRF Policy, condition this approval by requiring expiration of the preliminary loan commitment if the City has not issued the Notice to Proceed with construction of the Project by February 30, 2004?  

Should the SWRCB waive Section IX.A.10.m of the SRF policy, which requires an applicant to have adopted Waste Discharge Requirements (WDRs) for the proposed Project prior to Final Plans & Specifications approval, with the condition that the CCRWQCB will revise the City’s current WDRs prior to Completion of Construction?  A CCRWQCB letter to the City, dated November 21, 2002, states that CCRWQCB staff will take the necessary steps to coordinate the WDR renewal to increase the discharge capacity of the City’s treatment facility to 1.9 MGD in the summer of 2004, prior to construction completion.  The CCRWQCB anticipates the current discharge limits to remain unchanged, and urges the City to proceed with construction of proposed Project prior to adoption of a revised WDR.  

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 completed the sale of the 2002 series revenue bonds.  Revenue bond proceeds of $295,033,224 are included in the available cash totals.  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 June 2003 are as follows:

	
	SFY
	SFY
	SFY
	SFY
	SFY

	
	2002-03
	2003-04
	2004-05
	2005-06
	2006-07

	
	___________
	__________
	__________
	_________
	_________

	Beginning Balance:
	$368,294,199
	$387,269,027
	$164,286,012
	$121,958,533
	$184,988,647

	Est. Repayments:

	114,254,063
	142,579,195
	174,438,088
	186,448,864
	200,707,087

	2002 Series Revenue Bonds
	295,033,224
	
	
	
	

	2002 Series Revenue Bonds Debt Service
	-11,144,613
	-28,451,654
	-33,807,716
	-33,807,241
	-33,806,729

	Cap Grants:

	91,569,122
	55,000,000
	55,000,000
	0
	0

	Local Match Credits

	18,313,809
	8,360,000
	8,360,000
	
	

	Est. SMIF Interest:
	2,500,000
	2,500,000
	2,500,000
	2,500,000
	2,500,000

	Est. Disbursements:

	-491,550,777
	-389,134,556
	-229,669,851
	-90,535,509
	-40,892,710

	     Subtotal:
	$387,269,027
	$178,122,012
	$141,106,533
	$186,564,647
	$313,496,295

	
	
	
	
	
	

	Benicia, City of                                 C-06-4528-210
	
	-$3,000,000
	-$6,000,000
	-$1,000,000
	

	Pismo Beach, City of                        C-06-4793-110
	
	-$5,000,000
	-$7,400,000
	
	

	Russian River County San. Dist.       C-06-4821-110
	
	-$3,460,000
	-1,500,000
	
	

	Santa Margarita Water District         C-06-4845-110
	
	-$2,376,000
	-$4,248,000
	-$576,000
	

	
	
	
	
	
	

	Balance:
	$387,269,027
	$164,286,012
	$121,958,533
	$184,988,647
	$313,496,295


RWQCB IMPACT 

The CCRWQCB has adopted a WDR for the City to protect the beneficial uses of the Pacific Ocean (WDR 99-31 and NPDES permit No. CA 0048151).  The CCRWQCB has also issued Cleanup and Abatement Order No. 98-83 in order to identify problems with the City’s existing treatment plant.  The proposed project will bring the City into compliance with the Cleanup and Abatement Order and ensure continued compliance with the WDR.

STAFF RECOMMENDATION

That the SWRCB adopt a resolution approving a SRF loan of $12.4 million for the City’s project, 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 SRF 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.  Based on the CCRWQCB’s request for Project construction to proceed prior to adoption of revised WDR and a NPDES permit, SWRCB staff requests that the SWRCB waive the policy requirement of WDR adoption prior to Final Plans and Specifications approval with the condition that the WDR be adopted prior to Completion of Construction.
STATE WATER RESOURCES CONTROL BOARD

RESOLUTION NO. 2003-

APPROVAL OF A STATE REVOLVING FUND (SRF) LOAN

FOR CITY OF PISMO BEACH (CITY)

WASTEWATER FACILITIES EXPANSION PROJECT

SRF LOAN PROJECT NO. C-06-4793-110

WHEREAS:

1. The State Water Resources Control Board (SWRCB), on February 16, 1995, adopted the “Policy for Implementing the State Revolving Fund for Construction of Wastewater Treatment Facilities,” and revised it on January 22, 2003; 
2. The SWRCB, on June 20, 2002, adopted the state fiscal year 2002/2003 SRF Loan Program Priority List which included the Wastewater Facilities Expansion Project  for the City in Priority Class C;

3. The Division of Financial Assistance (Division) has approved the Facility Plan for the City’s Project;

4. The City certified an Environmental Impact Report (EIR) (State Clearinghouse No. 2001091125) for the proposed project which has been reviewed and considered, and it has been determined that:
a) Changes or alterations have been required in or incorporated in to the proposed project which avoid or reduce to less than significant levels potentially significant environmental effects identified in the EIR with respect to: (i) impacts to cultural resources which will be mitigated by coordinating with a qualified archeologist to survey, monitor, and prepare a mitigation monitoring program for the site if excavation uncovers any cultural resources, and requiring a Native American monitor if deemed necessary by the project archeologist; (ii) impacts to biological resources which will be mitigated by conducting pre-construction surveys for southwestern pond turtles and red-legged frogs (to be removed if present), removing existing cliff swallow nests to avoid impacts to nesting birds protected under Section 3503 of the Fish and Game Code, returning silt free water to Pismo Creek in a manner that does not cause bank destabilization, and requiring the presence of a biological monitor during all de-watering activities; (iii) impacts to air quality which will be mitigated by implementing standard dust suppression measures, and utilizing Best Available Control Technology for all diesel-fueled construction equipment; and (iv) impacts resulting from noise which will be mitigated by limiting all construction activities to the hours of 7 a.m. to 5 p.m. to be verified by the City of Pismo Beach Planning Department.

b) 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.

c) Project alternatives have been considered and it has been concluded that the proposed project is the environmentally superior alternative.

d) Copies of the draft and final EIRs are available for review at CAL/EPA 1001 I Street, 16th Floor, Sacramento, California, 95814 during normal business hours.

5. Revised Waste Discharge Requirements must be adopted by the Central Coast Regional Water Quality Control Board (CCRWQCB) prior to the issuance of Final Plans & Specifications Approval; and

6. The CCRWQCB has requested the City to begin Project construction prior to adoption of a revised NPDES permit.

THEREFORE BE IT RESOLVED THAT:

The State Water Resources Control Board:

1. Approves a State Revolving Fund (SRF) loan of $12.4 million for the City’s Wastewater Facilities Expansion 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 City does not initiate construction of the project by February 30, 2004.  The Division of Financial Assistance (Division) may approve up to a 90 day extension for good cause; 

3. Will waive the SRF policy Section IX.A.10.m requirement of NPDES permit adoption prior to Final Plans and Specifications Approval;

4. Will base the Performance Standards for this Project on the Central Coast Regional Water Quality Control Board’s proposed revision of the City's adopted Waste Discharge Requirements; and 

5. Directs the Division to allocate $12.4 million consistent with the construction schedule and availability of funds.

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 July 16, 2003.


____________________________ 


Debbie Irvin


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.


� EPA Capitalization Grant for SFY 2002-03 is 94,726,665.  $109,882,931 is available for SRF loans after adding state match and subtracting administrative allowance.  EPA Capitalization Grantss of $955,346000,000405 each for SFY’s 2001-02 and $55,000,000 for SFY 2002-03 and SFY 2003-04 areare is forecast.  The funds for a A 20% state match hashave  not been identified and have not been added.bee  Tn added and the 4% administrative allowance is deducted  from each of the forecast Cap grants.  A very conservative estimate of athe EPA Capitalization Grant and the corresponding State match of $565,000,000 is forecast for SFY 20032-043 and SFY 20034-054.Additional information regarding the FFY 2002 Cap. Grant may be available prior to the October board meeting.


� Local match credits consist of G. O. Bond funds used asfor state match with previous Capitalization. Grants but not undisbursedutilized due to previous local agency expenditures for local match loans funded with federal funds from those previous Capitalization Cap. Grants. 


� Estimated disbursements include disbursements remaining on existing loans as well as disbursements anticipated on loans executed for projects with existing commitments (including SFY 20020-031 commitments).  Each month the Division will revise the estimated disbursements total as cash draw forecasts are updated.





