April 23, 2001

STATE WATER RESOURCES CONTROL BOARD

BOARD MEETING -- DIVISION OF CLEAN WATER PROGRAMS

MAY 17, 2001

ITEM  8

SUBJECT

APPROVAL OF A STATE REVOLVING FUND (SRF) PRELIMINARY LOAN COMMITMENT FOR THE MCCLOUD COMMUNITY SERVICES DISTRICT (MCSD), SEWER SYSTEM REPLACEMENT/ REHABILITATION PROJECT, PROJECT NO. C-06-4053-110

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 priority list need SWRCB approval to receive a SRF loan. The SWRCB can issue preliminary loan commitment after the Division of Clean Water Programs (Division) approves the project report, environmental documents, draft revenue program, and water conservation plan.  On March 29, 2001, the Division approved these documents by issuing Facilities Plan Approval for the MCSD’s Sewer System Replacement/Rehabilitation project.  The MCSD agreed in writing on March 30, 2001, with the Division’s approval.

The MCSD serves the community of McCloud, which is located in Siskiyou County, along State Highway 89 approximately 15 miles east of Interstate 5.  The community has a population of approximately 1,600.  The estimated Phase I project cost is $5.1 million and the MCSD has received a Small Communities Grant funding commitment for $3 million.  This SRF loan will provide the balance of funds needed to complete the project.

The McCloud River Lumber Company previously owned and built the community and its infrastructure.  The wastewater collection system, constructed between 1930 and 1950, was not built to industry standards and is in very poor condition.  The system requires significant maintenance and experiences numerous sewer blockages and overflows.  The Central Valley Regional Water Quality Control Board (CVRWQCB) issued Cease & Desist Order No. 5-00-109 (CDO) on June 15, 2000, prohibiting future connections until improvements are made.  The proposed project will replace/rehabilitate the existing collection system, which will enable compliance with the CDO, reduce maintenance requirements, and prevent sewer blockages and overflows.

The MCSD has requested a waiver of the SRF Policy’s Water Conservation Requirements.  The Urban Water Management Planning Act does not require communities with populations less than 3,000 or supplying less than 3000 acre-feet per year to prepare an urban water management plan. MCSD’s population and water usage fall below those limits.  Costs to prepare a document to satisfy the SRF Policy requirements appear to be burdensome to the MCSD in light of the benefits derived from the plan.

The MCSD prepared a Draft Initial Study/Negative Declaration (IS/ND) for the proposed project, which was distributed to the public and circulated through the State Clearinghouse (SCH# 2000122064) for review from December 19, 2000, through January 17, 2001.  During the review period, the MCSD received comments from the USDA Rural Development, Department of Toxic Substances Control, and the SWRCB.  No environmental issues were raised. The MCSD prepared adequate responses to comments.  The MCSD Board of Directors approved the project, certified the Final IS/ND and adopted a Mitigation Monitoring Program on February 1, 2001.  A Notice of Determination was filed with the Governor’s Office of Planning and Research on February 8, 2001.

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;

· condition this approval, in accordance with Section IX (I) of the SRF Policy, by requiring expiration of the preliminary loan commitment if construction of the project is not initiated by September 1, 2001; and 

· waive the SRF Policy’s Water Conservation Requirements to maintain consistency with the Urban Water Management Planning Act?

RWQCB IMPACT 

The CVRWQCB adopted Cease & Desist Order No. 5-00-109 (CDO) on June 15, 2000, prohibiting future connections until improvements are made to the MCSD’s sewer system.  This project will bring the MCSD into compliance with the CDO.

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 May 2001 are as follows:

	
	SFY
	SFY
	SFY
	SFY
	SFY

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

	
	___________
	__________
	__________
	_________
	_________

	Beginning Balance:
	$475,220,579
	$222,452,545
	$175,790,418
	$174,272,937
	$247,683,712

	Est. Repayments:

	88,399,221
	104,738,923
	124,992,157
	150,772,427
	160,176,612

	Revenue Bonds per Res. 2000-57

	0
	200,000,000
	-17,207,200
	-17,207,200
	-17,207,200

	Cap Grants:

	110,355,957
	63,800,000
	63,800,000
	0
	0

	Est. SMIF Interest:
	10,692,120
	4,000,000
	1,250,000
	1,250,000
	1,250,000

	Est. Disbursements:

	-462,215,332
	-417,101,050
	-174,352,438
	-61,404,452
	-27,999,917

	     Subtotal:
	$222,452,545
	177,890,418
	$174,272,937
	$247,683,712
	$363,903,207
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	-2,100,000
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Balance:
	$222,452,545
	$175,790,418
	$174,272,937
	$247,683,712
	$363,903,207


STAFF RECOMMENDATION

That the SWRCB adopt a resolution approving a SRF loan of $2.1 million for the MCSD’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 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. This resolution also contains a waiver of the SRF Policy’s Water Conservation Requirements.

DRAFT

STATE WATER RESOURCES CONTROL BOARD

RESOLUTION NO. 2001 - 

APPROVAL OF A STATE REVOLVING FUND (SRF) PRELIMINARY LOAN COMMITMENT

FOR THE SEWER SYSTEM REPLACEMENT/REHABILITATION PROJECT

McCLOUD COMMUNITY SERVICES DISTRICT (MCSD)

PROJECT NO. C-06-4053-110

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,” (SRF Policy) and revised it on June 18, 1998;

2. The SWRCB, on June 15, 2000, adopted the state fiscal year 2000/2001 SRF Loan Program Priority List, which included the Sewer System Replacement/Rehabilitation Project for the MCSD in Priority Class C;

3. The Division of Clean Water Programs (Division) approved the Facilities Plan on March 29, 2001, for the MCSD’s Sewer System Replacement/Rehabilitation Project;

4. The MCSD adopted a Mitigated Negative Declaration (State Clearinghouse No. 2000122064) prepared for the project, which has been reviewed and considered and it has been determined that the project will not result in any significant environmental impacts; and

5. Adhering to the SRF Policy’s Water Conservation Requirements would constitute a hardship.

THEREFORE BE IT RESOLVED THAT:

The State Water Resources Control Board:

1. Approves a waiver of the water conservation requirements contained in the Policy for Implementing the State Revolving Fund for Construction of Wastewater Treatment Facilities February 1995, amended June 18, 1998;

2. Approves a SRF loan of $2.1 million with a repayment period of 20 years, and the first repayment due one year after completion of construction; and

3. Will withdraw this preliminary SRF loan commitment if the MCSD does not initiate construction of the project by September 1, 2001.  The Division may approve up to a 90-day extension for good cause.

CERTIFICATION

The undersigned, Clerk to the Board, does hereby certify that the foregoing is a full, true, and correct copy of a resolution duly and regularly adopted at a meeting of the State Water Resources Control Board held on May 17, 2001.


DRAFT


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 EPA Capitalization Grant for SFY 2000-01 is $95,134,446.  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 FY2000-01 commitments).  Each month the Division will revise the estimated disbursements total as cash draw forecasts are updated.





