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STATE WATER RESOURCES CONTROL BOARD

BOARD MEETING--DIVISION OF WATER QUALITY

JANUARY 25, 2001

ITEM 12

SUBJECT
CONSIDERATION OF ADOPTION OF A RESOLUTION RESCINDING STATE WATER RESOURCES CONTROL BOARD RESOLUTION NO. 95-68 FOR CREATION OF A LINKED DEPOSIT PROGRAM AND AUTHORIZING A $2.2 MILLION STATE REVOLVING FUND LOAN TO THE COUNTY OF SANTA CRUZ TO ESTABLISH A MINI-LOAN PROGRAM FOR UPGRADES OF INDIVIDUAL ONSITE SEWAGE DISPOSAL SYSTEMS IN THE 
SAN LORENZO RIVER WATERSHED (LOAN NUMBER C-06-6036-11) 

DISCUSSION

The County of Santa Cruz (County) submitted a request to establish a mini-loan program with a $2.2 million loan from the State Revolving Fund (SRF) for Upgrades of Individual Onsite Sewage Disposal Systems in the San Lorenzo River Watershed (Program).  

Failing septic systems threaten the surface and groundwater in the San Lorenzo River Watershed.  The County has performed an economic analysis of the problem and determined that individual septic system improvements are more cost effective than a valleywide sewer system.  The Program would provide low interest loans to homeowners within the San Lorenzo River Watershed to upgrade or replace failing septic systems that could be a public health hazard or impair surface or ground water.

The Program would be in accordance with the Wastewater Management Plan for the San Lorenzo River Watershed (Wastewater Management Plan) prepared by the County and approved by the Central Coast Regional Water Quality Control Board (CCRWQCB) by Resolution No. 95-04, April 14, 1995.  This plan establishes guidelines for inspections and evaluations, identifying problem systems, computer tracking, enforcement procedures, repair standards, water quality monitoring standards, and management standards for new developments.

The Program was previously approved as a linked deposit program under State Water Resources Control Board (SWRCB) Resolution No. 95-68 on September 21, 1995.  With the linked deposit program, the Bank of America, N.A., was willing to provide loans to 

homeowners to upgrade or replace failing septic systems at interest rates reduced by 

3 percent below the normal rate.  This was done by the SWRCB purchasing time deposits 

from Bank of America, N.A., at 3 percent below the normal market rate to compensate for the reduction on the interest rate for the individual bank loans.  In order to receive a linked deposit loan, the homeowner was required to obtain a certification from the County in accordance with the Wastewater Management Plan for the San Lorenzo River Watershed and meet the Bank of America, N.A., credit guidelines.

A contract between the SWRCB and the Bank of America, N.A., was approved by the Department of General Services on July 11, 1997 to implement the linked deposit program.  However, the linked deposit program was not successful because only one linked deposit loan was made for $18,448.  On April 28, 2000, the Bank of America, N.A., announced it was canceling the linked deposit program agreement between the SWRCB staff and the Bank of America, N.A., on October 1, 2000.

With the termination of the linked deposit program, the County has proposed a mini-loan program to implement the Wastewater Management Plan.  With the mini-loan program, the County will act as the bank and perform the credit evaluations and administer the mini-loans.  The SWRCB will disburse SRF funds to the County as work is completed for the mini-loans.  The County will charge additional interest above the interest rate on the SRF loan to cover its administration costs and would use the repayments from the mini-loans to repay the SRF loan.  The County will also be responsible for any default on the mini-loans so that the SRF funds are not at risk.  In the event of a default, the County could use proceeds from the County Service Area 12 assessment district to repay the SRF loan.  The SWRCB has established a similar mini-loan program using the SRF with the County of Merced for a Dairy Loan Program.

The County completed a Negative Declaration for the Wastewater Management Plan to comply with the California Environmental Quality Act on April 6, 1995.
POLICY ISSUE

Should the SWRCB adopt a resolution rescinding SWRCB Resolution No. 95-68 for creation of a linked deposit program and authorizing a $2.2 million SRF loan to the County to establish a mini-loan program for Upgrades of Individual Onsite Sewage Disposal Systems in the San Lorenzo River Watershed?

FISCAL IMPACT

The SWRCB adopted SWRCB 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 it takes into consideration actual and forecast cash disbursements for approved SRF loans.  The SWRCB adopted SWRCB 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 January 2001 are as follows:

	
	SFY
	SFY
	SFY
	SFY
	SFY

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

	
	___________
	__________
	__________
	_________
	_________

	Beginning Balance:

	$477,587,972
	$152,046,378
	$177,009,024
	$200,277,072
	$267,642,585

	Est. Repayments:

	88,687,648
	105,177,312
	126,627,170
	149,757,470
	154,574,108

	Revenue Bonds per Res. 2000-57

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

	Cap Grants:

	101,601,830
	63,800,000
	63,800,000
	0
	0

	Est. SMIF Interest:
	6,000,000
	4,000,000
	1,250,000
	1,250,000
	1,250,000

	Est. Disbursements:

	-519,400,346
	-348,014,666
	-151,201,922
	-66,434,757
	-29,690,295

	     Subtotal:
	$163,477,104
	$177,009,024
	$200,277,072
	$267,642,585
	$376,569,198

	
	
	
	
	
	

	Victor Valley W. R. Auth.        4574-110
	-11,430,726
	
	
	
	

	County of Santa Cruz               6036-110
	n/c
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Balance:
	$152,046,378
	$177,009,024
	$200,277,072
	$267,642,585
	$376,569,198


RWQCB IMPACT
Yes, CCRWQCB.

STAFF RECOMMENDATION
That the SWRCB adopts a resolution rescinding SWRCB Resolution No. 95-68 for creation of a linked deposit program and authorizing a $2.2 million SRF loan to the County to establish a mini-loan program for Upgrades of Individual Onsite Sewage Disposal Systems in the San Lorenzo River Watershed.

STATE WATER RESOURCES CONTROL BOARD

RESOLUTION NO. 2001-

APPROVAL TO RESCIND STATE WATER RESOURCES CONTROL BOARD RESOLUTION NO. 95-68 FOR CREATION OF A LINKED DEPOSIT PROGRAM AND AUTHORIZE A $2.2 MILLION STATE REVOLVING FUND LOAN TO THE COUNTY OF SANTA CRUZ TO ESTABLISH A MINI-LOAN PROGRAM FOR UPGRADES OF INDIVIDUAL ONSITE SEWAGE DISPOSAL SYSTEMS IN THE SAN LORENZO RIVER WATERSHED (LOAN NUMBER C-06-6036-11)
WHEREAS:

1. Failing septic systems are a threat to surface and groundwater within the San Lorenzo River Watershed.

2. The County of Santa Cruz performed an economic analysis that determined that improvement of individual septic systems is more cost effective than a valleywide sewer system.

3. The County of Santa Cruz completed the Wastewater Management Plan for the San Lorenzo River Watershed which establishes guidelines for inspections and evaluations, identifying problem systems, computer tracking, enforcement procedures, repair standards, water quality monitoring standards, and management standards for new developments.

4. The State Water Resources Control Board (SWRCB) authorized a linked deposit program to address the problem of failing septic systems in the San Lorenzo River Watershed under SWRCB Resolution Number 95-68 on September 21, 1995.

5. The linked deposit program was unable to address the problem of failing septic systems and the program was ultimately canceled.

6. The County of Santa Cruz subsequently requested a $2.2 million State Revolving Fund loan to establish a mini-loan program to provide low interest loans to homeowners to upgrade or replace failing septic systems.

7. The County of Santa Cruz completed a Negative Declaration for the Wastewater Management Plan for the San Lorenzo River Watershed to comply with the California Environmental Quality Act on April 6, 1995.

THEREFORE BE IT RESOLVED THAT:

The SWRCB adopts a resolution rescinding SWRCB Resolution No. 95-68 for creation of a linked deposit program and authorizing a $2.2 million State Revolving Fund loan to the County of Santa Cruz to establish a mini-loan program for Upgrades of Individual Onsite Sewage Disposal Systems in the San Lorenzo River Watershed. 

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 January 25, 2001.





_____________________________________





Maureen Marché





Administrative Assistant to the Board







� SFY 2000-01 revised beginning balance on 7-1-2000.


� 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.


� A USEPA Capitalization Grant for SFY 2000-01 is estimated to be $95,346,405 based on the  federal budget signed by the President.  Additional USEPA Capitalization Grants of $55,000,000 each for SFYs 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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