STATE WATER RESOURCES CONTROL BOARD 
BOARD MEETING SESSION –  DIVISION OF CLEAN WATER PROGRAMS
MARCH 7, 2001

ITEM 2
SUBJECT

authorize the Wastewater Energy Reduction Program (wer PROGRAM), and authorize the Executive DIRECTOR (until august 31, 2001) to approve funding of STATE REVOLVING FUND (SRF) loans not to exceed $10,000,000 PER PROJECT using streamlined programmatic requirements for projects under the wer program 

DISCUSSION

Background:

The Division of Clean Water Programs (Division) is proposing to utilize the SRF loan program to fund wastewater treatment plant projects that will reduce electrical demand.  This WER Program is being created in conjunction with the California Energy Commission (Commission) as a result of the recent electricity shortages.  The Commission has initially allocated $5 million for its Water/Wastewater Peak Reduction Program, providing grants to water and wastewater treatment facilities for energy reduction projects.  The Commission has been directed to utilize the funds by June 1, 2001, and the Division will be working closely with the Commission to coordinate implementation of both programs.

The Division will fund planning, design, and construction for energy saving capital improvement projects at wastewater treatment plants throughout California.  These projects may include mechanical/electrical devices such as motors, compressors, air diffusers, etc. that can reduce the use of energy consumption for a given task.  Other energy saving ideas may include lighting modifications, installation of fuel cells, variable frequency controllers, cogeneration, etc.

The SRF Program uses a Priority List to determine which projects will be funded.  Because the WER Program will use SRF loan funds, the Division will create a separate Priority List for the WER Program.  As with the SRF Priority List, WER Program projects will be funded on the basis of readiness to proceed (i.e., first-come first-served).  In order to expeditiously fund these energy efficiency projects, SRF procedures will be streamlined.  Modifications to SRF programmatic requirements are described in detail below. The Executive Director will be given authority to approve loans, up to $10 million per project, for municipalities participating in the WER Program.
· 
· 
· 
Application Package:

On January 22, 2001, a Request for Projects was distributed by the Division identifying application guidelines, other funding partners’ incentives, and a final application submittal goal of February 28, 2001.  A priority list (available March 5, 2001) will include all of the project applications submitted to date.  The priority list will be amended by the State Water Resources Control Board (SWRCB) as subsequent applications are received.  The application consists of basic planning information to determine the specific project scope of work, including: 

· authorized representative resolution;

· legal authority to enter into a contract;

· legal interest in land; and

· cost effective evaluation and description of selected alternative.

Project Report:

Once the WER Program Priority List has been approved or a project added by the SWRCB, the Division will require the following from applicants: 

· compliance with the California Environmental Quality Act (CEQA) procedures; 

· development of a revenue program identifying a dedicated source of revenue or loan repayment stream; 

· legal assurance that bid contracts comply with California Procurement Laws; and

· bid specification boiler plate to ensure compliance with applicable state and federal laws.
Contract Execution:

Once the applicant has provided this information, the Division will approve the project and the Executive Director will commit loan funding by issuing a letter of funding commitment.  The SRF Loan Program currently has a $243 million balance for this State Fiscal Year (SFY).  The projected SRF balance for SFY 2001-02 is $193 million.  The Executive Director will not approve funding that exceeds the SRF Loan fund balance.  Further, the SRF Implementation Policy (SRF Policy) requires that a $25 million minimum balance be maintained in the fund at all times.  This requirement will remain in effect during this program.  The Division will file a Notice of Determination with the State Clearinghouse for the final environmental document.

After the Division has committed funding, the applicant will provide Approval-to-Award documents (identifying the lowest responsible/responsive bidder and bid amount) and a statement of intent to operate the facilities as designed.

The Division will then develop an SRF loan contract and make payments based upon costs incurred after the contract is initiated.  After construction is complete and the project has been initiated, the applicant must provide the Division with a Pledge or Certificate of Operation stating that the project operates as designed.

Programmatic Streamlining:

In order to implement the streamlined approval process described above, a variance must be provided by the SWRCB from some requirements in the SRF Policy. The requirements to be waived are either not applicable to the type of energy conservation project that can meet this program’s short time frame or are Federal requirements only applicable to capitalization grant monies.  State matching funds and repayments will be used to fund the energy conservation projects.  The waiving of these requirements does not eliminate requirements for environmental review (CEQA) nor requirements necessary to ensure the loans are repaid.  
The following is a list of the major SRF programmatic requirements for which a variance is sought:

· Water Conservation Program – The SRF Policy requires ensuring applicant consideration of best management practices for efficient water use.  Water Code section 10610 et seq. continues to apply.  However, the Division will not perform a Water Conservation review.
· Sewer Use Charge System – The SRF Policy requires that the applicant demonstrate a sewer use charge system that will generate sufficient revenue for proper operation, maintenance and replacement of the funded facilities.  Additionally, the Sewer Use Charge System identifies how all user groups are charged for their proportional share of Operations and Maintenance costs.

· Wastewater Capital Reserve Fund (WCRF) – The SRF Policy requires that the applicant pass an ordinance creating WCRF for expansion, major repair, or replacement of wastewater facilities.  The applicant must create a fund and deposit into that fund an amount equal to 0.5 percent of the SRF loan amount per year for ten years.

· Federal distribution of environmental documents - The SRF Operating Agreement between the SWRCB and the Environmental Protection Agency requires a 45-day distribution and review period by federal agencies for projects funded by federal capitalization grants.  This requirement will not apply in the WER Program, since the WER Program will not be using federal SRF capitalization grants to fund these projects.  Instead, CEQA requirements will apply.  However, most of these projects will be eligible for Categorical Exemptions under CEQA.

· Replacement of equipment previously funded by a Clean Water Grant (CWG) – The SRF Policy does not allow SRF loans to be used for replacement of facilities previously CWG funded.  Some of the items that will be eligible may have been previously CWG funded.
· $25 million per year per agency cap – SWRCB Policy has limited the amount of money an applicant can receive in a given year to $25 million.  Many of the applicants participating in this WER Program already have received their maximum SRF allocation for the year.
· Value Engineering - The SRF Policy requires an engineering evaluation (second opinion) by a registered Value Engineer for projects greater than $10 million.

· MBE/WBE positive efforts – Compliance with applicable federal laws is necessary when federal capitalization grants are used to fund projects.  This requirement will not apply in the WER Program, since this program will not utilize federal capitalization grants to fund these projects.

· Construction Inspection – The SRF Policy requires initial and periodic construction inspections in addition to a final construction inspection report.

· Performance Certification – The SRF Policy requires the applicant to submit testing plan, data, and certification that the project performance standards have been met.  Instead, we will ask the applicant to supply a Pledge or Certificate of Operation.

POLICY ISSUE

Should the SWRCB authorize the WER Program, which will provide loans through the SRF loan program?  Should the SWRCB authorize the Executive Director to approve SRF loans not to exceed $10,000,000 per project using streamlined programmatic requirements for projects under the WER Program?  This authority will expire on August 31, 2001.

RWQCB IMPACT 

SRF Loan funding through this WER Program will allow agencies to upgrade facilities and/or equipment in order to reduce electrical demand while maintaining compliance with Regional Water Quality Control Board waste discharge requirements.

 FISCAL IMPACT
Fiscal impact depends upon the number of applicants and the costs of their projects.  The SRF Loan Program currently has a $243 million balance for this State Fiscal Year (SFY).  The projected SRF balance for SFY 2001-02 is $193 million.  The Executive Director will not approve funding that exceeds the SRF Loan fund balance.  Additionally, SWRCB Policy requires that a $25 million minimum balance be maintained in the fund at all times.  This requirement will remain in effect for the duration of this WER Program.

STAFF RECOMMENDATION

Staff recommends that the SWRCB authorize the WER Program and that the SWRCB authorize the Executive Director to approve funding of SRF loans not to exceed $10,000,000 per project, using streamlined programmatic requirements for projects under the WER Program.  This authority will expire on August 31, 2001.




DRAFT

STATE WATER RESOURCES CONTROL BOARD

RESOLUTION NO. 2001-___
authorize the Wastewater energy reduction program (WER program) to make loans through the srf program and authorize the Executive DIRECTOR (until august 31, 2001) to approve funding of SRF loans not to exceed $10,000,000 PER PROJECT using streamlined programmatic requirements for projects under the WER PROGRAM
WHEREAS:

1. Assembly Bill 970, the “California Energy, Security, and Reliability Act of 2000”, appropriated funds to the California Energy Commission (Commission) to implement energy conservation and demand-side energy programs.  The Commission has initially allocated $5 million for the Water/Wastewater Peak Reduction Program, providing grants to water and wastewater treatment facilities for energy reduction projects.  The Commission has been directed to utilize the funds by June 1, 2001;

2. Coordinating with the Commission’s Water/Wastewater Peak Reduction Program, the Division of Clean Water Programs (Division) under its WER Program will issue SRF loans to projects that are not otherwise able to obtain the Commission’s grants; 

3. The June 1, 2001, goal for implementing projects under this WER Program requires that the process of granting SRF loans be streamlined.  Process streamlining includes authorizing the Executive Director to approve funding of loans, not to exceed $10,000,000 per project using simplified programmatic requirements.  This authority will expire on August 31, 2001;  

4. SRF programmatic streamlines include waiving the following:  the Water Conservation Program, elements of the Revenue Program, the Wastewater Capital Reserve Fund, value engineering,, construction inspections, performance certifications,  the prohibition of replacement of previously Clean Water Grant funded equipment, and the $25 million per year per agency cap; and
5. Because SRF loan funding will not be directly made available by federal capitalization grants, federal circulation of environmental documents beyond the requirements of the California Environmental Quality Act will not apply, nor will federal MBE/WBE positive effort requirements.
THEREFORE BE IT RESOLVED THAT:

1. The State Water Resources Control Board (SWRCB) authorizes the creation of the WER Program to issue loans for the purposes described above through the SRF loan program.
2. The SWRCB authorizes the Executive Director to approve SRF loan funding not directly made available by federal capitalization grants for WER Program projects not to exceed $10,000,000 per project using streamlined programmatic requirements as outlined above.  This authority will expire on August 31, 2001.

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 March 7, 2001.


Maureen Marché


Administrative Assistant to the Board

