STATE WATER RESOURCES CONTROL BOARD

BOARD MEETING SESSION -- DIVISION OF FINANCIAL ASSISTANCE

MARCH 19, 2003

ITEM 1

SUBJECT

WAIVER OF INTEREST PENALTIES FOR CITY OF SACRAMENTO, STATE REVOLVING FUND (SRF) PROJECT NO. C-06-4685-110; CITY OF RIVERBANK, SRF PROJECT NO. C-06-4521-110

DISCUSSION

Section XVIII (B) of 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 last amended January 22, 2003, requires that an agency receiving SRF loan funds certify, within 15 months of initiating operation, that the project meets its performance objectives.  If the recipient does not certify the project within 15 months, or submit a report describing the corrective measures the agency will take to achieve the project’s performance objectives, the Policy requires that an interest penalty of one-tenth (0.1) of one percent per day be assessed on the outstanding loan balance.  

The Division of Financial Assistance (Division) has discovered that two agencies, the City of Sacramento and the City of Riverbank, did not certify their SRF projects within the time period outlined in the Policy.  According to the Policy, therefore, the projects should have interest penalties assessed on the daily outstanding loan balances for the periods of time that the certifications were late.  

However, there are a number of reasons that these penalties should not be assessed for these specific loans.  In October 2000, the Division moved from its previous offices into the Cal/EPA Building.  Shortly after the move, the Division reorganized its staff assigned to the SRF program.  Both events contributed to a high turnover of staff within the SRF program.  Almost all SRF loan projects were reassigned to new staff or to staff that were learning new aspects of the SRF program.  The City of Riverbank has since certified its’ project.  The City of Sacramento submitted a corrective action report for its project in November 2002, and expects to certify the performance of its project in May 2003.  Both agencies have made all required repayments in a timely manner.  There is no evidence to suggest that the agencies intended to ignore or thwart the SRF loan program requirements.  Furthermore SRF program staff neglected to remind the agencies of the certification requirement as it normally does.  Application of the interest penalty at this point would be strictly punitive.

POLICY ISSUE

Should the SWRCB waive the interest penalties required by Section XVIII (B) of the Policy for the following projects:

· City of Sacramento, SRF Project No. C-06-4685-110, $213,925.74

· City of Riverbank, SRF Project No. C-06-4521-110, $36,355.00

FISCAL IMPACT

Adoption of this resolution will result in the SRF Loan program not collecting $250,280.74 in interest penalties required by Section XVIII (B) of the Policy.  

RWQCB IMPACT 

This resolution will have no RWQCB impact.

STAFF RECOMMENDATION

That the SWRCB waive the interest penalties required by Section XVIII (B) of the Policy for the following projects:

· City of Sacramento, SRF Project No. C-06-4685-110

· City of Riverbank, SRF Project No. C-06-4521-110

DRAFT

STATE WATER RESOURCES CONTROL BOARD

RESOLUTION NO. 2003 - ____

WAIVER OF INTEREST PENALTIES FOR CITY OF SACRAMENTO, STATE REVOLVING FUND (SRF) PROJECT NO. C-06-4685-110; CITY OF RIVERBANK, SRF PROJECT NO. C-06-4521-110

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 (Policy), and revised it on January 22, 2003;

2. Section XVIII (B) of the Policy requires that an agency certify, within 15 months of initiating operation, that an SRF project meets its performance objectives.  If the recipient does not certify the project within 15 months, the Policy requires that an interest penalty of one-tenth (0.1) of one percent per day be assessed on the outstanding loan balance;

3. The City of Sacramento (SRF Project No. C-06-4685-110) and City of Riverbank (SRF Project No. C-06-4521-110) did not certify their projects within the time period required by the Policy; and 

4. There does not appear to be any intent on the part of the agencies to ignore or thwart the SRF Loan program requirements.

THEREFORE BE IT RESOLVED THAT:

The State Water Resources Control Board:

Waives the interest penalty required by Section XVIII (B) for the City of Sacramento (SRF Project No. C-06-4685-110) and City of Riverbank (SRF Project No. C-06-4521-110).

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 March 19, 2003.
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Clerk to the Board

