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ITEM 3








SUBJECT





AUTHORIZATION TO COORDINATE WITH THE DEPARTMENT OF TRADE AND COMMERCE TO SELL UP TO TWO HUNDRED MILLION DOLLARS ($200,000,000) IN REVENUE BONDS FOR THE CLEAN WATER STATE REVOLVING FUND (CWSRF)





DISCUSSION





The Division of Clean Water Programs (DCWP) has investigated the need for leveraging a number of times since the beginning of the CWSRF Loan Program.  Early leveraging proposals had a number of flaws which made them unacceptable to wastewater agencies.  Conditions have changed and the presentation at the Workshop on June 1, 2000 by Mr. Tom Dunphy of Lamont Financial Services Corporation pointed out that the current pool of CWSRF repayments can support in excess of $850 million in revenue bond sales.  Using the loan repayment stream as the source of principal and interest payments on the revenue bonds eliminates the problems wastewater agencies had with earlier proposals, where the wastewater agencies had joint and several responsibility for the revenue bond repayment.





This leaves one major issue affecting a decision to leverage.  Is there a real demand for the funds?  Are projects being delayed because the State Water Resources Control Board (SWRCB) lacks available funds to approve new loans?





According to DCWP cash flow projections, we are close to reaching the minimum cash flow level of $25 million (reserve) for State Fiscal Year (SFY) 2001/02 and may not be able to take more loans to the SWRCB for approval without additional funding to assure that adequate cash is available to meet the projected loan disbursement demand.  See Exhibit A for the current status of available cash for the CWSRF.  Based on the projected demand for cash in SFY 2001/02, leveraging is appropriate to meet this demand.  Secondly, it is a prudent action for the SWRCB to authorize the sale of revenue bonds as added insurance to loan recipients that funds are available to meet cash flow needs should an unforeseen event reduce the estimated future cash inflows.





The DCWP, therefore, proposes that the SWRCB authorize the staff to coordinate with the Department of Trade and Commerce to sell up to two-hundred million dollars ($200,000,000) in revenue bonds to meet cash flow demands and to maintain the twenty-five million dollar ($25,000,000) reserve for the CWSRF.  The bonds would be sold only when needed to meet actual loan recipient cash demands.








The DCWP has consulted with the Department of Trade and Commerce in the past and received a positive response from the Infrastructure and Economic Development Bank regarding the sale of revenue bonds for the SWRCB pursuant to Government Code 63000 et. seq.  Our understanding was confirmed in a telephone discussion with Mr. Blake Fowler, Manager of the Public Finance Unit in the Department of Trade and Commerce on June 12, 2000.





The DCWP also received a legal opinion (see Exhibit B) dated March 4, 1996 stating that existing federal and state legislation gives the SWRCB the authority to leverage the CWSRF through sale of revenue bonds.  Existing legislation, however, does not give the SWRCB authority to sell the bonds itself.





The DCWP proposal to authorize the sale of up to $200 million in revenue bonds is not meant to limit leveraging to this amount.  If future cash outlays cause demand to exceed the available cash, the DCWP can request additional authorizations to sell revenue bonds.  In this respect, the SWRCB need not limit the number of projects approved for funding.





Coordinating with the Department of Trade and Commerce to sell revenue bonds for the program will save a significant amount of time and costs because legislation giving the SWRCB this authority is not needed.  It will also save the SWRCB from having to hire a financial advisor to advise the SWRCB and help structure bond sales.  This proposal will also make the cash available when it is needed, thereby assuring that the money is used rapidly at a minimum cost to the SWRCB and the CWSRF.





The downside of selling revenue bonds is a short term loss in growth of the CWSRF.  This loss can be minimized if the revenue bond monies are converted to loans and cash disbursements are made quickly, resulting in timely repayments.  These repayments can then be used to fund additional projects.





POLICY ISSUE





Should the SWRCB authorize the DCWP to coordinate with the Department of Trade and Commerce to sell up to $200,000,000 in revenue bonds for the CWSRF?





FISCAL IMPACT





The DCWP and the Division of Water Quality estimate that the administrative work to process loans can be accommodated within the currently budgeted staffing levels for SFY 2000/01.  Impacts on the Division of Administrative Services’ workload are still being evaluated.





Costs to pay the Department of Trade and Commerce for selling the bonds can be paid for out of the four percent CWSRF administrative allowance provided by Title VI of the Federal Clean Water Act.  These costs could also potentially be paid from proceeds of the bond sales.





RWQCB IMPACT





None.





RECOMMENDATION





That the SWRCB authorize the DCWP to coordinate with the Department of Trade and Commerce to sell up to $200,000,000 in revenue bonds as the cash is needed to meet cash flow needs.








 [Exhibits not available electronically, but can be obtained by telephoning Eric Torguson at


(916) 227-4449.]
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STATE WATER RESOURCES CONTROL BOARD


RESOLUTION NO. 2000 – __








AUTHORIZATION TO COORDINATE WITH THE DEPARTMENT OF TRADE AND COMMERCE TO SELL $200,000,000 IN REVENUE BONDS FOR THE CLEAN WATER STATE REVOLVING FUND (CWSRF)





WHEREAS:





The Division of Clean Water Programs (DCWP) estimates that a cash disbursement shortfall may occur in State Fiscal Year (SFY) 2001/02;





Loan contracts cannot be issued to new projects without sufficient cash to make projected disbursements;





The Department of Trade and Commerce has the statutory authority to sell infrastructure revenue bonds pursuant to Government Code 63000 et. seq.; and





An authorization to sell up to $200,000,000 in revenue bonds should resolve the projected cash flow shortfall in SFY 2001/02 and allow the State Water Resources Control Board (SWRCB) to continue to make loan commitments as projects become ready.








THEREFORE BE IT RESOLVED THAT:





The State Water Resources Control Board:





Authorizes the DCWP to coordinate with the Department of Trade and Commerce to sell up to $200,000,000 in revenue bonds as necessary to meet cash flow needs of the CWSRF; and





Directs the DCWP to monitor loan approvals and estimated disbursements and seek authorization from the SWRCB for additional revenue bond sales as needed.





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 July 20, 2000.











	__________________________________________


	Maureen Marché


	Administrative Assistant to the Board


