STATE WATER RESOURCES CONTROL BOARD 

WORKSHOP SESSION – DIVISION OF CLEAN WATER PROGRAMS

SEPTEMBER 6, 2000

ITEM 5

SUBJECT

APPROVAL OF A STATE REVOLVING FUND (SRF) LOAN FOR THE CITY OF LOS ANGELES DEPARTMENT OF PUBLIC WORKS (CITY) FOR CONSTRUCTION OF THE NORTH OUTFALL SEWER-EAST CENTRAL INTERCEPTOR SEWER PROJECT, SRF LOAN PROJECT NO. C-06-4493-110

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 June 18, 1998, projects on the adopted Statewide priority list need SWRCB approval to receive a SRF loan.  Loans can be approved by the SWRCB after the Division of Clean Water Programs (Division) has approved the facilities plan, including; (1) the project report; (2) environmental documents; (3) the draft revenue program; and (4) the water conservation plan.

On July 25, 2000, the Division issued Facilities Plan Approval to the City for construction of the North Outfall Sewer-East Central Interceptor Sewer (NOS-ECIS) Project, and the City agreed in writing with the approval on July 28, 2000.

The City currently operates more than 6,500 miles of sewers, numerous pumping plants, and four wastewater treatment plants, two of which are reclamation facilities.  These facilities serve 28 cities comprising over three million people and 10,000 commercial and industrial facilities.  The NOS was completed in 1930 between the City’s Hyperion Treatment Plant and the City of Glendale.  It was extended in 1940 to the west end of the San Fernando Valley.  Significant deterioration has compromised its structural integrity resulting in sewage overflows during wet weather events.  Ongoing and planned developments tributary to the NOS service area will increase sewage conveyance flows thereby further exceeding the capacity of the NOS.

Based on studies which began in the early 1990’s, the City’s engineers have determined that the cost-effective alternative project to alleviate the wet weather sewage overflows and provide needed capacity for future population is to construct a tunnel to relieve and augment the NOS.  The proposed project is an 11 foot diameter tunnel extending 11.5 miles in length beneath the City, and connecting at either end to the existing North Outfall Relief Sewer on the west and the NOS on the east.  The eligible project, in conjunction with the NOS, will provide wastewater flow capacity through the year 2040.

In accordance with the SRF Policy Section IX.(I), the City and the Division have agreed to establish a sunset date for submitting biddable Plans & Specifications (P&S) of November 17, 2000.  The Division may approve up to a 90-day time extension of this date for good cause.  The performance standards for this project, established upon approval of the P&S, will be consistent with the City’s Waste Discharge Requirements and NPDES Permit No. CA0109991 for the Hyperion treatment Plant.

The City meets about 70 percent of its water needs from the Los Angeles Aqueducts via Owens Valley.  Eastern Sierra Nevada snowmelt provides this water source.  The remaining domestic water supply is provided by two sources: (1) groundwater extraction from the San Fernando Valley and the Central and Sylmar Basins, and (2) purchases of imported water from the Metropolitan Water District of Southern California which is supplied by the Colorado River and the California Aqueducts.  The City has either completed or is in the process of implementing several water recycling projects, with a goal of producing ten percent of the City’s annual water supply by the year 2010.  Additionally, the City is studying the feasibility of implementing alternative supplemental water supplies including water transfer/groundwater storage, desalination, and reuse of captured stormwater.

The Los Angeles City Department of Water and Power is a signatory to the “Memorandum of Understanding Regarding Urban Water Conservation in California” (MOU), and therefore meets the SRF Policy requirements for water conservation.  The City is currently implementing the Best Management Practices for water conservation in accordance with the MOU.  The measures described above and in the City’s Urban Water Management Plan demonstrate a long term commitment designed to ensure the adequacy and reliability of water supplies to their service areas beyond the next 20 years.

The City prepared a Draft Environmental Impact Report (EIR) for the proposed project which was distributed for public review and circulated through the State Clearinghouse (SCH# 1997021018) from June 30, 1998, through August 14, 1998.  The City held a public hearing on July 25, 1998.  During the review period, the City received 45 comment letters from various agencies and interested parties.  In addition, 35 persons presented oral comments at the public hearing.  In October 1998, the City prepared a Final EIR, which included text revisions, additions, and written responses to the comments.  The City’s Board of Public Works approved the project on October 28, 1998.  The City Council approved the project, certified the EIR and adopted a Statement of Findings and Overriding Considerations and Mitigation Monitoring and Reporting Program on November 10, 1998.  A Notice of Determination was filed with the Los Angeles County Clerk on November 12,1998, and the Governor’s Office of Planning and Research on October 28, 1999.

The estimated SRF loan eligible project cost is $290 million.  The City requests the SWRCB approve a loan of $290 million for this project and agrees to pay back the loan in accordance with the SRF Policy.  The City’s capital outlay of loan disbursements from the SWRCB will be subject to the $25 million annual funding cap.

POLICY ISSUES

1. Should the SWRCB approve SRF loan funding for the proposed project, including a 20-year period for repayment, with the first repayment due one year after completion of construction?

2. Should the SWRCB condition this approval by requiring expiration of this preliminary loan commitment if the City does not submit biddable plans and specifications by November 17, 2000?

RWQCB IMPACT

The project will enable the City to meet the Los Angeles Regional Water Quality Control Board NPDES waste discharge requirements and comply with basin plan requirements by providing future conveyance capability and by eliminating wet weather overflows of untreated sewage.

FISCAL IMPACT

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

	
	SFY
	SFY
	SFY
	SFY
	SFY

	
	2000-01
	2001-02
	2002-03
	2003-04
	2004-05

	
	___________
	__________
	__________
	_________
	_________

	Beginning Balance:

	$479,055,978
	$313,837,506
	$200,341,954
	$254,973,032
	$352,741,176

	Est. Repayments:

	88,253,142
	105,690,178
	128,316,080
	152,369,652
	154,375,940

	Revenue Bonds per Res. 2000-57

	200,000,000
	0
	0
	0
	0

	Cap Grants:

	99,310,876
	63,800,000
	63,800,000
	0
	0

	Est. SMIF Interest:
	6,000,000
	2,000,000
	1,000,000
	1,000,000
	1,000,000

	Est. Disbursements:

	-525,147,490
	-253,285,730
	-113,485,002
	-30,601,507
	0

	     Subtotal:
	$347,472,506
	$232,041,954
	$279,973,032
	$377,741,176
	$508,117,117

	City of Sacramento                   4685-110
	-2,410,000
	
	
	
	

	City of Redding                        4708-110
	-6,000,000
	-6,700,000
	
	
	

	City of Los Angeles                  4493-110
	-25,000,000
	-25,000,000
	-25,000,000
	-25,000,000
	-25,000,000

	City of South Lake Tahoe         6026-120
	-225,000
	
	
	
	

	
	
	
	
	
	

	Balance:
	$313,837,506
	$200,341,954
	$254,973,032
	$352,741,176
	$483,117,117


STAFF RECOMMENDATION

That the SWRCB adopt a resolution approving a SRF loan of $290 million for the proposed project, with a repayment period of 20 years, and with the first repayment due one year after completion of construction.  That the SWRCB, in accordance with the SRF Policy Section IX.(I), hereby establish a sunset date of November 17, 2000, for submitting biddable plans and specifications.  The Division may approve up to a 90-day time extension of this date for good cause.

DRAFT  8/28/00

STATE WATER RESOURCES CONTROL BOARD

RESOLUTION NO. 2000 - ___

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

CITY OF LOS ANGELES DEPARTMENT OF PUBLIC WORKS (CITY) FOR THE CONSTRUCTION OF THE NORTH OUTFALL SEWER (NOS) EAST CENTRAL INTERCEPTOR SEWER PROJECT, SRF LOAN PROJECT NO. C-06-4493-110

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 June 18, 1998;

2. The Division of Clean Water Programs (Division) has approved the facilities plan;

3. The performance standards for the project will be based on the Los Angeles Regional Water Quality Control Board’s Waste Discharge Requirements and NPDES Permit;

4. The City’s loan disbursements from the SWRCB will be limited by the $25 million funding cap per agency per year;

5. The City is signatory to the “Memorandum of Understanding Regarding Urban Water Conservation in California”; and

6. The City of Los Angeles certified an Environmental Impact Report (EIR) (State Clearinghouse No. 1997021018) which has been reviewed and considered, and it has been determined that:

a. Even with implementation of mitigation measures, construction of the proposed project will result in unavoidable significant short-term air quality impacts and has the potential to result in unavoidable significant impacts to paleontological and archaeological resources, vibration impacts, and residential and business access related impacts.

The SWRCB hereby adopts the following statement of overriding considerations to address the unmitigable significant impacts that may potentially occur from approval of the project:

Implementation of the project will result in the following benefits: (1) it will enable the City to divert flow from the NOS to a new sewer in an expedited manner in order to rehabilitate the middle portion of the NOS before it becomes a public health hazard resulting from sewage overflow; (2) it will provide hydraulic relief to the middle portion of the NOS; and (3) it will provide capacity for projected growth in the area tributary to the middle portion of the NOS.

Potential adverse effects to cultural resources have been identified.  The SWRCB has entered into a Memorandum of Agreement (MOA) with the State Historic Preservation Officer.  This MOA outlines mitigation procedures that the Division and the City will take should such impacts occur.



In balancing the project benefits against the significant impacts regarding short-term air quality and potential adverse impacts to paleontological and historical resources during tunneling, the SWRCB finds that the public benefits of the project outweigh the unavoidable impacts and, therefore, determines that the impacts are acceptable.

b. Changes or alterations have been required in or incorporated into the proposed project which avoid or reduce to less than significant levels potentially significant impacts identified in the EIR with respect to water quality, which will be mitigated by implementing the following: temporarily lowering the groundwater level; treating contaminated groundwater; removing contaminated materials; utilizing proper grading techniques, including sloping, shoring and bracing excavation sites; covering or stabilizing stockpiled materials; scheduling activities to avoid the wet season; implementing a Storm Water Pollution Prevention Plan; and coordinating with the U.S. Army Corp of Engineers for any river crossings.

c. With respect to other potentially significant environmental impacts identified in the EIR, appropriate changes and 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.


THEREFORE BE IT RESOLVED THAT:

The State Water Resources Control Board:

1. Approves a SRF loan of $290 million to the City for the construction of the North Outfall Sewer-East Central Interceptor Project.  The repayment period shall be 20 years, and the first repayment due one year after completion of construction.

2. Will withdraw this preliminary SRF loan commitment if biddable plans and specifications are not submitted by November 17, 2000.  The Division may approve up to a 90-day time extension for good cause.

3. Directs the performance standards for this project to be consistent with the City’s Waste Discharge Requirements and NPDES Permit No. CA0109991 for the Hyperion Treatment Plant.

4. Directs that the loan disbursements to the City are limited by the SWRCB’s $25 million annual fiscal year funding cap.

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 September 21, 2000.


Maureen Marché


Administrative Assistant to the Board

� SFY 2000-01 Beginning balance on 7-1-2000


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


� Resolution No. 2000-57 authorized sale of $200,000,000 revenue bonds if necessary.


� An EPA Capitalization Grant for SFY 2000-01 is estimated to be $85,612,824 based on the version of the federal budget in the House Subcommittee bill.  Additional EPA Capitalization Grants of $55,000,000 each for SFY’s 2001-02 and 2002-03 are also forecast.  A 20% state match has been added and the 4% administrative allowance is deducted from each of the forecast Cap grants.


� Estimated disbursements include disbursements remaining on existing loans as well as disbursements anticipated on loans executed for projects with existing commitments (including FY1999-00 commitments).  Each month the Division will revise the estimated disbursements total as cash draw forecasts are updated.





