STATE WATER RESOURCES CONTROL BOARD

WORKSHOP SESSION-DIVISION OF CLEAN WATER PROGRAM

JANUARY 9, 2002

ITEM 11

SUBJECT

APPROVAL OF WATER RECYCLING CONSTRUCTION PROGRAM (WRCP) GRANT AND LOAN COMMITMENT TO THE CARLSBAD MUNICIPAL WATER DISTRICT (DISTRICT) FOR THE CONSTRUCTION OF THE PHASE II ENCINA BASIN WATER RECLAMATION PROGRAM (EBWRP) 

DISCUSSION

On March 7, 2000, the voters approved Proposition 13, the Safe Drinking Water, Clean Water, Watershed Protection, and Flood Protection Act (2000 Bond Law).  The 2000 Bond Law allocates $40 million for the year 2000 Water Recycling Subaccount to provide loans and grants for facilities, planning, design, and construction of water recycling projects, and for water recycling research and demonstration projects.  The 2000 Bond Law also directs unallocated funds and loan repayments from water recycling subaccounts of 1988 and 1996 Bond Laws to be transferred and deposited into the 2000 Water Recycling Subaccount.  The current total amount of the 1988, 1996, and 2000 Bond Laws is approximately $113 million.  This amount, less costs for administration, research and development, and bond processing, is available for WRCP grants and loans and facilities planning grants.  

Additionally, loan repayment and interest amounts accumulated in the 1984 Bond Law Water Reclamation Subaccount can be used for water recycling construction loans.  These 1984 funds were previously used for State Revolving Fund (SRF) Loan Program “State-match” funds in accordance with Resolution No. 93-18.  These funds currently exist in an independent water reclamation subaccount, now subject to both the 1984 Bond Law and SRF Loan Program requirements.

In accordance with the Water Recycling Funding Guidelines (Guidelines), adopted by the State Water Resources Control Board (SWRCB) on April 17, 1997, water recycling projects on the adopted priority list will need the SWRCB’s approval to receive a WRCP grant and loan.  WRCP grants and loans can be approved by the SWRCB after the Division of Clean Water Programs (Division) has issued a Facilities Plan Approval (FPA) letter.

The District, located in the City of Carlsbad (City) and San Diego County, has applied for a WRCP grant and loan to construct their proposed EBWRP Phase II water recycling project. The project, listed on the WRCP priority list with Project No. C-06-3903-110 as a fundable Category 1A project, will augment the State’s water supply.  The project is also listed on the SRF Loan Program priority list as a fundable Category IC project with Project No. C-06-4324-210.

On December 6, 2001, the Division issued an FPA letter for the project.  The District agreed in writing on December 11, 2001, with the Division’s approval.  The Phase II Project has an estimated total project cost of $38 million.  The project will be funded by a combination of state grant/loan and a grant from the United States Bureau of Reclamation.  The District anticipates receiving $2 million in federal grant funding during the federal fiscal year 2002.  The $2 million federal grant funding for fiscal year 2002 will be used for none-eligible project components, i.e., land purchase and plumbing retrofits.  For the remaining project cost of $36 million, the District has requested financial assistance from the Office of Water Recycling loan and grant programs.

Pursuant to the SWRCB’s Resolution 2001-003, a public agency can request a WRCP grant up to 25 percent of eligible construction costs or a maximum of $5 million with the balance of the eligible project cost to be funded with the WRCP loans.  The loan cap for the 2000 Bond Law is $15 million per project as established by the Resolution 2001-003.  The loan cap for the 1984 Bond Law Water Recycling Subaccount is $10 million as established in the Bond Law.

Resolution 2001-003 also included a 45 percent subsidy limitation for an agency requesting WRCP funds.  Since there are other state and federal programs that can provide funds for water recycling projects, the 45 percent limit was chosen to enable funding more recycling projects with the available funds.  The 45 percent limitation, which was endorsed by water recycling stakeholder groups, was derived from the equivalent subsidy an agency would receive under the current policy of allowing a 25 percent grant combined with a 75 percent low-interest loan from the WRCP.

The SWRCB must approve two exceptions in order to approve a preliminary grant and loan commitment for the total amount requested.  The SWRCB must approve an exception to the subsidy limit and also the loan cap.  The District could potentially receive from the U. S. Bureau of Reclamation an additional $7 million in grants depending on federal appropriations during subsequent fiscal years.  The remaining federal grant of $7 million, if appropriated by Congress, in combination with the WRCP loan/grant would be equivalent to a 50 percent subsidy.  Without the future federal grants, the combined WRCP funding for this project would total $36 million ($5 million from grants and $31 million from a low interest loan from the 1984 and 1996/2000 water recycling sub-accounts).  If a WRCP grant and loan were provided, the $15 million loan cap for the 2000 Bond Law loan would be exceeded. 

The Division’s practice has been to fund loans larger than the $15 million cap from the SRF.  However, that will not meet the District’s needs.  The construction of the Phase II project must start by April 1, 2002, to obtain a substantial rebate from the Metropolitan Water District of Southern California for potable water purchase.  Funding the project through the SRF loan program would delay project construction beyond the April 1, 2002, deadline.  Additionally, the availability of the additional federal grants from the U.S. Bureau of Reclamation remains uncertain; Congress has not appropriated the additional money.  If additional federal grants became available, the WRCP loan will be reduced and loan funds committed from the WRCP will become available for other recycling projects. 

The District has demonstrated a commitment to provide reliable recycled water supply within its jurisdiction and developed freshwater conservation policies and a mandatory use ordinance for recycled water for existing and future irrigation use.  Additionally, the District has established a reliable revenue program to support the project.  Therefore, because the project will provide a significant net increase of the State’s water supply, Division staff recommends full funding of the project with a $5 million 2000 Bond Law construction grant, a $21.5 million 2000 Bond Law construction loan, and a $9.5 million 1984 Bond Law construction loan.  Although the loan amounts are estimates only and may increase in accordance with the actual project bid amount, the maximum grant amount for the project remains $5 million.

The District is a subsidiary agency of the City, and the City Council of Carlsbad serves as its Board of Directors.  The District provides all planning, construction, operation and maintenance of the recycled water program.  The EBWRP Phase II project will increase recycled water supply from the current three million gallons per day (mgd) to eight mgd.  The increased recycled water supply will be from the proposed four mgd Carlsbad Water Recycling Facility (CWRF) and one additional mgd from Vallecitos Water District, the current recycled water supplier.

The EBWRP Phase II project has four main elements consisting of: 1) a 4.0 mgd CWRF to be constructed adjacent to the Encina Wastewater Treatment Plant (EWWTP); 2) 24 miles of distribution pipelines; 3) three pumps stations; and 4) improvements to an existing 54 million gallon storage reservoir.  The influent to the CWRF will be the secondary effluent from the EWWTP.  The EWWTP currently discharges the secondary effluent through an ocean outfall.  Because CWRF will treat the incoming wastewater to comply with Title 22 of the California Code of Regulations and the San Diego Regional Water Quality Control Board (SDRWQCB) water reuse standards, the proposed project will augment the State’s water supply by providing recycled water to replace existing potable water supplies.  The Phase II project will provide an annual average of approximately 3,500 AFY with a peak summer demand of four mgd of recycled water to be used primarily for landscape irrigation of golf courses, residential common areas, industrial and public parks landscaping.

The City prepared an Initial Study/Mitigated Negative Declaration for the proposed project which was distributed to the public and circulated through the State Clearinghouse (SCH# 1999121048) for review from December 15, 1999, through January 13, 2000.  During the review period the City received comment letters from the State Department of Health Services, the Encina Wastewater Authority and the Olivenhain Municipal Water District.  Environmental issues identified included cultural resources, hazards, biological resources, land use and planning and aesthetics.  The City provided responses to all comments, approved the project, and adopted the Mitigated Negative Declaration on January 25, 2000.  The City filed a Notice of Determination with the San Diego County Clerk on January 31, 2000 and the Governor’s Office of Planning and Research on January 31, 2000.

The District has provided the Division with a schedule containing project milestones of the EBWRP Phase II project.  These dates are included in the Division’s FPA letter, which indicated award of the construction contract for the CWRF on April 1, 2002.  In accordance with the Guidelines, the proposed resolution includes April 1, 2002, as the award of the construction contract for the treatment facilities.  The proposed resolution will also include a 90-day time extension from the April 1, 2002, deadline for good cause without further action by the SWRCB.

The District has applied for an eligible WRCP grant of $5 million and a WRCP loan of $31 million.  The District requests a 20-year repayment period with the first WRCP loan repayment due two years after the date of the executed loan contract.  In addition, the District has requested to have the approved 2000 Bond Law grant funds disbursed prior to SWRCB disbursement of approved WRCP loan funds.

POLICY ISSUE

Should the SWRCB approve an exception to the 45 percent subsidy limitation to a 50 percent subsidy and should the SWRCB approve an exception to WRCP loan limit of $15 million per project for $21.5 million of 2000 Bond Law loan funding for this project?

Should the SWRCB approve a preliminary loan commitment of $36 million with $5 million grant, $21.5 million of the 2000 Bond Law loan and $9.5 million of the 1984 Bond Law loan to the District?

RWQCB IMPACT

The SDRWQCB has prescribed draft water recycling requirements for the CWRF.  The adoption of the final water recycling requirements for the CWRF is targeted for January 2002.  Waste discharge requirements have been prescribed for the Vallecitos Water District and the Leucadia County Water District, the current recycled water suppliers to the District.  The proposed project will ensure continued compliance with the recycled water use requirements.

FISCAL IMPACT

A total of approximately $113 million is available in the 2000 Water Recycling Subaccount for WRCP grant and loan funding.  The 2000 Bond Law allocates 50 percent of the 2000 Water Recycling Subaccount for construction grants and 50 percent for construction loans. Approximately nine percent of the total construction loan monies are allocated for administration, research and development, and bond costs.  Both the grant and loan amounts are allocated 40 percent for Northern California Counties and 60 percent Southern California Counties.  The EBWRP Phase II water recycling project will be funded from the 1996/2000 Water Recycling Subaccount with a $5 million WRCP grant (Item No. 3940-101-0419) and a $21.5 million WRCP loan (Item No. 3940-601-0419 and/or 3940-618-0419).  The SWRCB approval of $21.5 million from the 1996/2000 Subaccount will leave a balance of $800,000 for local loan assistance in Southern California and a balance of $23 million for additional 2000 Bond Law grants for Southern California.  An additional WRCP loan funding of $9.5 million will be funded from the unallocated 1984 Bond Law Water Recycling Subaccount (Item No. 3940-611-0740) for local assistance.  The remaining balance available in the 1984 Water Recycling Account for WRCP loans is approximately $28.4 million.  This balance includes loan repayments returned to the Account.  The SWRCB’s loan approval of $9.5 million for the District’s Phase II water recycling project, together with additional 1984 Bond Law funding requests for other water recycling projects at the January 2002 SWRCB meeting, will leave a 1984 Bond Law balance of $1.0 million for local assistance. 

STAFF RECOMMENDATION

That the SWRCB adopt a resolution granting exceptions to the WRCP subsidy limit and loan cap. The SWRCB should approve the EBWRP Phase II water recycling project for a total estimated commitment of $36,000,000 with the $5 million in grant and $31 million in loan funds.  The loan repayment period should be 20 years, with the first loan repayment due two years after date of the executed loan contract.  

DRAFT  12/17/01

STATE WATER RESOURCES CONTROL BOARD

RESOLUTION NO. 2002-__

APPROVAL OF A PRELIMINARY LOAN AND GRANT COMMITMENT FROM THE WATER RECYCLING CONSTRUCTION PROGRAM (WRCP)

FOR THE CARLSBAD MUNICIPAL WATER DISTRICT (DISTRICT)

PHASE II ENCINA BASIN WATER RECYCLING PROGRAM

WRCP PROJECT NO. C-06-3903-110 

WHEREAS:

1. The Safe Drinking Water, Clean Water, Watershed Protection, and Flood Protection Act (2000 Bond Law), Proposition 13, allocated $40 million to the Water Recycling Subaccount to provide loans and grants to municipalities for facilities planning, design, and construction of water recycling projects;

2. The 2000 Bond Law also provided that unallocated funds and loan repayments from the Water Recycling Subaccount of the 1996 bond law be transferred and deposited into the 2000 Bond Law Water Recycling Subaccount and that loan repayments to the 1988 Bond Water Reclamation Subaccount be deposited into the 2000 Bond Law Water Recycling Subaccount;

3. The Clean Water Bond Law of 1984 established a water reclamation subaccount, which authorized up to $25 million for low-interest loans to municipalities to assist in the design and construction of water recycling projects;

4. The State Water Resources Control Board (SWRCB), on January 25, 2001, adopted Resolution No. 2001-003, which included adoption of the WRCP priority list and a $15 million loan cap per project for the 2000 Bond Law; 

5. The Phase II Encina Basin Water Recycling project is in the fundable category of the approved WRCP Priority List and is listed on the State Revolving Fund priority list adopted on June 21, 2001;

6. The Division of Clean Water Programs (Division) reviewed and approved the grant and loan application and supporting documents and issued a Facilities Planning Approval letter on December 6, 2001;

7. The City of Carlsbad adopted a Mitigated Negative Declaration (State Clearinghouse No. 1999121048) prepared for the project; it has been determined that the project will not result in any significant environmental impacts;

8. Funding of the Encina Basin Phase II Water Recycling project will exceed the $15 million loan cap;

9. The combined subsidy of the Encina Basin Phase II Water Recycling project with state and federal funding is 50 percent; and

10. Funding of the Encina Basin Phase II Water Recycling project entirely with WRCP funds is necessary to avoid delaying the construction of the project.

THEREFORE BE IT RESOLVED THAT:

The State Water Resources Control Board:

1. Exempts the Encina Basin Phase II Water Recycling project from the WRCP loan limit of $15 million per project; 

2. Exempts the Encina Basin Phase II Water Recycling project from the 45 percent subsidy limitation;

3. Approves a preliminary WRCP construction loan and grant for $36 million with $21.5 million loan and $5 million grant from the 2000 Bond Law Water Recycling Subaccount; and $9.5 million loan from the 1984 Bond Law Water Recycling repayment account to the District;

4. The sunset date is established as April 1, 2002, the date of the Encina Water Recycling facilities construction award.  Therefore, the District’s award of the construction contract for the project must occur prior to or on this date.  The Division may approve up to a 90-day extension to the above deadline for good cause.

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 January 23, 2002.


_________________________________


Maureen Marché


Clerk to the Board

