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STATE WATER RESOURCES CONTROL BOARD

WORKSHOP SESSION--DIVISION OF WATER QUALITY

JULY 3, 2001

ITEM  9

SUBJECT
CONSIDERATION OF A RESOLUTION AUTHORIZING THE EXECUTIVE DIRECTOR OR DESIGNEE TO NEGOTIATE, EXECUTE, AND AMEND A STATE REVOLVING FUND LOAN CONTRACT WITH THE NATURE CONSERVANCY FOR $5.3 MILLION FOR THE CUYAMACA WATERSHED PROTECTION PROJECT (LOAN NO.  C-06-6081-110)

DISCUSSION

The Nature Conservancy (TNC) submitted an application for a State Revolving Fund (SRF) loan for the Cuyamaca Watershed Protection Project (Project) on May 23 2001 (Attachment 1).  The purpose of the loan is to purchase the 2,117-acre Cuyamaca Ranch from a private owner.  Purchase of this property will protect and enhance the existing high water quality and the beneficial uses of the property and the Cuyamaca Reservoir.  The amount of the loan request is $5,300,000.

The property is located at the junction of State Highway 79 and County Road S-1, approximately 40 miles northeast of San Diego.  It lies between Anza-Borrego Desert State Park and Cuyamaca Rancho State Park and along the northern border of the Cuyamaca Reservoir (Attachments 2-5).  The Cuyamaca Reservoir drains into Boulder Creek which flows into El Capitan Reservoir.  El Capitan Reservoir is a drinking water source for and is owned by the City of San Diego.  The Helix Water District manages the Cuyamaca Reservoir and has an agreement with the City of San Diego for 10,000 acre-feet of storage in El Capitan Reservoir.  Cuyamaca Reservoir is the only source of drainage for El Capitan Reservoir and is therefore critical as a source of drinking water.

TNC has not yet agreed on a purchase price for the property with the current owner.  The property is currently on the market and is subject to development.  TNC is competing with private developers for purchase of the property.  Since public funds will be used to purchase the property, TNC is required to pay no more than the legally appraised value of the property.  The appraised value of the property is subject to approval by the Department of General Services.  SRF funds will not be disbursed to TNC prior to an agreement for sale of the property.  The SRF funds will be deposited directly into an escrow account for purchase of the property.

Urban development is already occurring immediately outside the property along the west side of Highway 79.  Development is likely to continue along this highway corridor and will likely result in increased nutrient, bacteria, sediment, pesticide, and petrochemical loading to a drinking water supply.

The SRF loan will be used exclusively for purchase of the property and will not be used for development of the restoration and long-term management plan or implementation of Best Management Practices.  The Project will protect drinking water supplies by creating a buffer zone around the Cuyamaca Reservoir from present and future development.  The current owners use the property for grazing.  However, the Helix Water District expressed concern whether grazing should be allowed on the property.  TNC is also concerned that grazing may damage habitat on the property.  TNC will determine the proper role of grazing on the property in its restoration and long term management plan.

The Project will meet the requirements of the State Water Resources Control Board’s (SWRCB) “Strategy for Implementing the State Revolving Fund for Expanded Use Projects” as follows:

· The Project is in accordance with the SWRCB Antidegradation Policy by maintaining and enhancing the existing high water quality in the Cuyamaca Reservoir.

· The Project will protect or enhance the following Beneficial Uses:

1. Municipal and Domestic Water Supply (MUN):  Cuyamaca Reservoir delivers drinking water to El Capitan Reservoir for the City of San Diego.

2. Freshwater Replenishment (FRSH):  The property encompasses several streams and freshwater seeps that replenish Cuyamaca Reservoir.  Development of the property may degrade these sources of replenishment.

3. Groundwater Recharge (GWR):  The property provides natural groundwater recharge through streams and wetlands (including wet montane meadows and vernal pools).  Development of the property will create impermeable surfaces that will impede groundwater recharge.  Groundwater recharge is important because during the dry seasons the Helix Water District pumps groundwater into the reservoir to maintain drinking water supplies for the City of San Diego.

4. Preservation of Rare and Endangered Species (RARE):  Development of the property could impact habitat to a significant number of federal and/or State listed and candidate species.  

5. Water Contact Recreation (REC1):  Limited water contact recreation, including float tube fishing, is allowed on the reservoir.

6. Noncontact Water Recreation (REC2):  Lake Cuyamaca Reservoir receives an estimated 350,000 visits a year.  The property provides scenic values to approximately 1,000 vehicles a day that pass through the property.  The long-term management of the property will include passive recreational activities that are consistent with water quality and habitat protection, such as wildflower displays and bird watching.

7. Warm Freshwater Habitat (WARM):  The property supports a variety of warm freshwater habitats including wetlands, freshwater seeps and ponds, intermittent streams, and vernal pools.  In addition to the significant number of rare and sensitive plant species associated with these areas of the property, this warm freshwater habitat is believed to support the southwestern pond turtle, a number of bird species, including migratory waterfowl, and potentially the California red-legged frog.

8. Wildlife Habitat (WILD):  The property supports a diverse mosaic of habitat communities derived from the aquatic resources on the site.  The property contains one of the largest meadows in the county that is next to forest lands, making the property an important nesting site for birds.  The property is contiguous with and serves as a corridor for wildlife movement between Cuyamaca Rancho State Park, Anza-Borrego Desert State Park, Cleveland National Forest, and U.S. Bureau of Land Management lands.  The U.S. Fish and Wildlife Service, San Diego State University, California Department of Fish and Game, and the California Native Plant Society have all identified the property as containing unique or outstanding plant and wildlife habitat values.

The Project is consistent with the “Plan for California’s Nonpoint Source Pollution Control Program” (Plan) making it eligible for SRF funding under section 319 of the federal Clean Water Act.  The Project incorporates the following Management Measures from the Plan:

· Agriculture 1A – Erosion and Sediment Control

· Agriculture 1C – Nutrient Management

· Agriculture 1E – Grazing Management

· Urban 3.1A – Watershed Protection 

· Wetlands/Riparian Areas Protection 6A

In addition, the following beneficial uses will be accomplished with implementation of a planned restoration program.

· Hydromodification 5.3A – Eroding Streambanks and Shoreline Erosion

· Wetlands/Riparian Areas Restoration 6B

The Dedicated Source of Repayment for the Project will come through resale of the property to a public agency or a conservation buyer with a conservation easement in place.  TNC is also applying for grant funding from the following sources:

· The Safe Neighborhood Parks, Clean Water, Clean Air, and Coastal Protection Bond Act of 2000 (Proposition 12) for $3 million, administered by the California Department of Fish and Game.

· The Safe Drinking Water, Clean Water, Watershed Protection, and Flood Protection Act of 2000 (Proposition 13) for $1.5 million, administered by the SWRCB.  The SRF loan would be used for matching funds for this grant.  TNC estimates up to $300,000 of the SRF funds will be used as matching funds for this grant.  Of this grant, $1 million would be used to repay the SRF and the rest would be used to develop the restoration and long-term management plan for the property.

· The State Transportation Enhancement Fund for $1 million, administered by the California Department of Transportation.

If TNC is unable to resell the property or is unable to obtain sufficient grants to repay the SRF loan, it will use its revenues from membership donations.  TNC will also guarantee the loan by providing the SWRCB with a Deed of Trust to the property.

The Project is categorically exempt from the California Environmental Quality Act, Public Resources Code section 21000 et. seq., as a project to protect natural resources and the environment (California Code of Regulations, Title 14, sections 15307 and 15308).

POLICY ISSUE

Should the SWRCB adopt a resolution authorizing the Executive Director or designee to negotiate, execute, and amend a SRF Loan contract with the Nature Conservancy for $5.3 million for the Cuyamaca Watershed Protection Project, with a maximum repayment term of twenty years and the first repayment due one year after disbursement? 

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 July 2001 are as follows:

	
	SFY
	SFY
	SFY
	SFY
	SFY

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

	
	___________
	__________
	__________
	_________
	_________

	Beginning Balance:
	$260,464,945
	$166,078,768
	$132,554,274
	$170,869,884
	$279,701,121

	Est. Repayments:

	102,646,568
	118,394,470
	152,914,454
	163,542,945
	173,130,786

	Revenue Bonds per Res. 2000-57

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

	Cap Grants:

	63,800,000
	63,800,000
	0
	0
	0

	Est. SMIF Interest:
	4,000,000
	1,250,000
	1,250,000
	1,250,000
	1,250,000

	Est. Disbursements:

	-451,532,745
	-199,156,464
	-98,641,644
	-38,754,508
	-28,749,900

	     Subtotal:
	$179,378,768
	133,159,574
	$170,869,884
	$279,701,121
	$408,124,807

	
	
	
	
	
	

	Laguna Co. San. Dist.         4173-110
	-8,000,000
	-605,300-
	
	
	

	The Nature Conservancy    6081-110
	-5,300,000
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Balance:
	$166,078,768
	$132,554,274
	$170,869,884
	$279,701,121
	$408,124,807


RWQCB IMPACT
The Project will improve water quality in the San Diego Region.
STAFF RECOMMENDATION
That the SWRCB adopts a resolution authorizing the Executive Director or designee to negotiate, execute, and amend a SRF Loan contract with the Nature Conservancy for $5.3 million for the Cuyamaca Watershed Protection Project, with a maximum repayment term of twenty years and the first repayment due one year after disbursement. 

Note:  The attachments are not available electronically.  For copies, contact:


Kim Schwab


Division of Water Quality


SWRCB


P.O. Box 100


Sacramento, CA  95812


(916) 324-9950 or FAX (916) 341-5470

STATE WATER RESOURCES CONTROL BOARD

RESOLUTION NO. 2001-

AUTHORIZING THE EXECUTIVE DIRECTOR OR DESIGNEE TO NEGOTIATE, EXECUTE, AND AMEND A STATE REVOLVING FUND LOAN CONTRACT 

WITH THE NATURE CONSERVANCY FOR $5.3 MILLION FOR THE CUYAMACA WATERSHED PROTECTION PROJECT (LOAN NO.  C-06-6081-110)

WHEREAS:

1. The Nature Conservancy submitted an application for a State Revolving Fund (SRF) loan for $5.3 million for the Cuyamaca Watershed Protection Project (Project).

2. The Nature Conservancy will purchase the 2,117-acre Cuyamaca Ranch from a private owner.

3. The Project is in accordance with the State Water Resources Control Board’s (SWRCB) Antidegradation Policy, and it will protect and enhance beneficial uses for the Cuyamaca Reservoir, which is a source of drinking water for the City of San Diego and for the property itself.

4. The Project is consistent with the SWRCB’s “Plan for California’s Nonpoint Source Pollution Control Program” and is therefore eligible for (SRF) funding under section 319 of the federal Clean Water Act.

5. The Project is categorically exempt from the California Environmental Quality Act, as a project to protect natural resources and the environment (California Code of Regulations, Title 14, sections 15307 and 15308).

THEREFORE BE IT RESOLVED THAT:

That the SWRCB authorizes the Executive Director or designee to negotiate, execute, and amend a SRF Loan contract with the Nature Conservancy for $5.3 million for the Cuyamaca Watershed Protection Project, with a maximum repayment term of twenty 

years and the first repayment due one year after disbursement.  This approval is contingent upon TNC entering into a contract agreement with the SWRCB and TNC purchasing the Cuyamaca Ranch property by August 1, 2002.

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 19, 2001.





_____________________________________





Maureen Marché




Clerk to the Board







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


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


� The USEPA Capitalization Grant for SFY 2000-01 is $95,134,446.  Additional USEPA 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 FY 2000-01 commitments).  Each month the Division will revise the estimated disbursements total as cash draw forecasts are updated.
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