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STATE WATER RESOURCES CONTROL BOARD

WORKSHOP SESSION--DIVISION OF WATER QUALITY

NOVEMBER 6, 2002

ITEM 9

SUBJECT
CONSIDERATION OF A RESOLUTION AUTHORIZING ISSUANCE OF A STATE REVOLVING FUND (SRF) LOAN CONTRACT AND AMENDMENTS FOR $16,000,000 OVER FIVE STATE FISCAL YEARS (SFYs) TO THE NAPA COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT (DISTRICT) FOR THE NAPA RIVER/NAPA CREEK FLOOD PROTECTION AND ESTUARY RESTORATION PROJECT (PROJECT)

DISCUSSION

State Water Resources Control Board (SWRCB) Resolution No. 99-036 approved and executed an SRF loan contract with the District for the Project.  Disbursements totaling $34,000,000, the entire amount provided by the contract, were used to fund the purchase of over 700 acres of property.  Most of the properties for the project had to be acquired by eminent domain.  At the time of the acquisitions, area property values were rising at rates significantly higher than originally forecasted by project planners.  The dynamic interplay of the forced sales and the stimulated regional property market increased the actual cost of project property acquisition to more than double the original estimate of $34,000,000.

To meet the increased expense of project acquisitions, the District applied for an additional SRF loan in September 2002.  The new loan contract will fund the same scope of work described in SRF Loan No. C-06-6061-110.

The goal of the Project is to implement an innovative alternative to traditional flood protection that will include water quality and estuary enhancement benefits.  The Project will replace the existing system of levees, floodwalls, and riprap with a meandering river and estuary, tidal marshes, and wetlands.  The District intends to maintain ownership of all land within the Project boundaries.  These lands will be preserved as or converted into wetlands, tidal or tiered marshes, and other forms of riparian habitat.

The Project is a consortium of the District, the U.S. Army Corps of Engineers, the City of Napa, and the Community Coalition for Napa Flood Management.  There is widespread support and interest in this Project.  Project planning involved 27 local stakeholder organizations, 23 governmental agencies, and hundreds of local citizens.  The Project encompasses approximately seven miles of river valley from Trancas Street, north of the City of Napa to Highway 29 to the south.  

To date, many ranches, homes, and businesses in the floodplain have been acquired and removed to allow expansion of the intertidal and riverine marsh and floodplains and to accommodate the widening and meandering of the river during high flows.  SWRCB staff regularly inspects the project site and has observed significant progress of acquisition, cleanup, structure removal, and restoration activities.  Levees in the lower reach of the Project have been removed, breached, or set back, and there is already evidence that passive restoration of the marshplain habitat and hydrology is successful.

The Napa River has been classified as an impaired water body due to excessive sedimentation, nutrients, and bacteria.  The Project will enhance water quality by returning the river, Napa Creek, and the estuary to a more natural state.  This will create a more efficient system of nutrient removal and sediment transport within the watershed.  SWRCB has determined that the water quality and estuary enhancement portions of the Project qualify for SRF loan funding as nonpoint source and estuary enhancement projects.

The Project is consistent with the Comprehensive Conservation and Management Plan (CCMP) of the San Francisco Estuary Project (this is required for funding under 

section 320 of the Federal Clean Water Act).  Actions called for in CCMP that are supported by the Project include:

· Providing flood protection in a manner that is consistent with geomorphic

principles and protective of the aquatic and riparian habitats;

· Restoring adjacent riverine wetlands;

· Restoring and enhancing riparian habitat;

· Improving habitat for endangered, threatened, or special status species

(splittail, steelhead, salt marsh harvest mouse, possibly clapper rail, and

others);

· Reconnecting portions of the floodplain with the Napa River;

· Improving regional monitoring by developing an adaptive monitoring plan; and

· Developing a management program for the post-construction phase of the project.

The San Francisco Bay Regional Water Quality Control Board (San Francisco Bay Regional Board) staff supports continued funding of this Project.  The Project addresses Beneficial Use Preservation, Sediment, and Tidal Wetland concerns identified in the Regional Board Basin Plan.

The total cost of the Project will be approximately $253 million.  The U.S. Army Corps of Engineers will provide $84 million.  The District’s share of the cost is approximately $173 million.  The remaining costs will be funded through grants and other sources.  Approximately $97 million of the District’s share is for land acquisition and related costs.  The requested loan amount of $16 million is for continuing acquisition of properties that will directly benefit water quality and estuary enhancement.  This will consist of the following:

· Emergent tidal marsh:  422 acres

· Open water/tidal mudflats:  16 acres

· Seasonal wetlands:  136 acres

· High value woodlands:  122 acres

· Riparian forest and scrub-shrub:  21 acres

· Shaded riverine aquatic cover:  3 acres

· Property setbacks to allow channel resloping for bank stabilization

Other project costs will be funded through the sale of revenue bonds, grants, and other revenue sources.  The dedicated source of repayment of the SRF loan will be proceeds from a sales tax increase referendum approved by a two thirds majority of Napa County voters in 1998.

A final Environmental Impact Report to satisfy the California Environmental Quality Act was certified in April 1999.  The District received a Clean Water Act section 401 Water Quality Certification from the San Francisco Bay Regional Board in May 1999.

Because of changes to the SRF contract requirements and the magnitude of additional funding sought for this Project, the loan request is being submitted to SWRCB for approval as a new loan contract.  The Project is an amendment to SRF Project 

No. C-06-6061-110 which is on the SRF Project Priority list for FY 2002-03.
POLICY ISSUE

Should SWRCB approve a resolution authorizing issuance of an SRF loan contract and amendments for $16,000,000 over five SFYs to the District for the Project?

FISCAL IMPACT

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.  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 SWRCB in November 2002 are as follows:

	
	SFY
	SFY
	SFY
	SFY
	SFY

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

	
	___________
	__________
	__________
	_________
	_________

	Beginning balance:
	$369,436,008
	$224,252,331
	$233,755,237
	$279,908,984
	$366,322,816

	Estimated. Repayments 1
	124,265,291
	147,630,373
	171,126,204
	173,415,020
	188,965,020

	2002 series revenue bonds 2
	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 3
	63,800,000
	63,800,000
	0
	0
	0

	Estimated Surplus Money Investment Fund Interest:
	3,000,000
	2,500,000
	2,500,000
	2,000,000
	2,500,000

	Estimated disbursements 4
	-612,137,578
	-167,975,813
	-93,664,742
	-55,693,946
	-47,566,330

	Subtotal:
	$232,252,331
	$241,755,237
	$279,908,984
	$366,322,816
	$476,414,778

	
	
	
	
	
	

	Napa County Flood Control and Water Conservation District

C-06-6061-120 
	-8,000,000
	-8,000,000
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Balance:
	$224,252,331
	$233,755,237
	$279,908,984
	$366,322,816
	$476,414,778


(Notes for table)

1
Estimated repayments include repayments from existing loans and from loans forecast to be executed in the next few years for projects with existing commitments.
2
Net Proceeds from Series 2002 Revenue Bonds.

3
EPA Capitalization Grants of $55,000,000 for SFY 2002-03 and SFY 2003-04 are forecast.

4
Estimated disbursements include disbursements remaining on existing loans as well as disbursements anticipated on loans executed for projects with existing commitments (including SFY 2002-03 commitments).  Each month the Division will revise the estimated disbursements total as cash draw forecasts are updated.

RWQCB IMPACT
Yes, San Francisco Bay Regional Water Quality Control Board.

STAFF RECOMMENDATION
That SWRCB approves a resolution authorizing issuance of an SRF loan contract and amendments for $16,000,000 over five SFYs to the District for the Project.

STATE WATER RESOURCES CONTROL BOARD

RESOLUTION NO. 2002-XXXX

AUTHORIZING ISSUANCE OF A STATE REVOLVING FUND (SRF) LOAN CONTRACT AND AMENDMENTS FOR $16,000,000 OVER FIVE STATE FISCAL YEARS (SFYs) TO THE NAPA COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT (DISTRICT) FOR THE NAPA RIVER/NAPA CREEK FLOOD PROTECTION AND ESTUARY RESTORATION PROJECT (PROJECT)
WHEREAS:

1. The District has requested an SRF loan for $16 million over five years for the Project.

2. The Project qualifies for an SRF loan under both sections 319 and 320 of the Federal Clean Water Act.

3. The Project is consistent with the San Francisco Bay Regional Water Quality Control Board Basin Plan, and it will enhance water quality by improving sediment transport and nutrient removal in the Napa River system and protecting beneficial uses, such as providing wild life habitat.

4. The Project will eliminate uncontrolled flows over commercial, industrial, and residential lands that cause nonpoint source pollution during small storm events and will address dry weather runoff and first flush flows from storm events.

5. The Project will create over 700 acres of habitat for a variety of aquatic plants, animals, and waterfowl.

6. The Project will provide data that will be used to assess the performance of the project in meeting the water quality goals identified in a Project Monitoring and Assessment plan.

7. The District completed a final Environmental Impact Report to comply with the California Environmental Quality Act in April 1999.

THEREFORE BE IT RESOLVED THAT:

SWRCB approves a resolution authorizing issuance of an SRF loan contract and amendments for $16,000,000 over five SFYs to the District for the Project.

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 November 19, 2002.





_____________________________________





Maureen Marché





Clerk to the Board 
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