05/17/11 BD MEETING — ITEM #6
CHANGE SHEET #1 (CIRCULATED 05/12/11)

The following changes to the amended State Fiscal Year (SFY) 2010/2011 Intended Use Plan
(IUP) for the Clean Water State Revolving Fund (CWSRF) program reflect up-to-the-minute
information from the United States Environmental Protection Agency (U.S. EPA) regarding the
allocation of the Federal Fiscal Year 2011 CWSRF appropriation. The Division of Financial
Assistance (Division) was notified of the final allocations by U.S. EPA on May 9, 2011. The
following reflect changes relative to the draft amended SFY 2010/2011 IUP linked to Item #6 on
the Board’'s May 17, 2011 agenda.

Change #1: The second paragraph on page 6 should read as follows:

California’'s CWSRF has grown since its beginnings in 1989. It has executed
more than $5.2 billion in financial agreements. The Net Assets of the Program
exceed $2.9 billion, and its annual revenue after debt service is principal-and
interest payments-and-investmentearnings-are approximately $228225 195

million.

Change #2: The last checked item at the bottom of page 8 under “Intended Use Plan
(IUP) and FFY 2010 Guidance” should read as follows:

v' The FFY 2010 and 2011 appropriations requires that each state provide
additional subsidy in the form of principal forgiveness, grants, or negative interest
rates. The State Water Board’'s FFY 2010 Capitalization Grant is $145,721,000.
The State Water Board must provide at least $21,824,382 from the FFY 2010
Capitalization Grant as additional subsidy. The State Water Board may provide
up to, but not more than, $72,747,939 from the FFY 2010 appropriation as
additional subsidy. The Board’s FFY 2011 Capitalization Grant is
$105,610,000. The Board must provide at least $9,786.446 from the FFY
2011 Capitalization Grant as additional subsidy. The Board may provide up
to, but not more than, $32,621,486 from the FFY 2011 appropriation as
additional subsidy. Congress and U.S. EPA believe that subsidies should be
given to projects in communities that could not otherwise afford the project.

Change #3: The first and second checked items on the top of page 9 should read as
follows:

v' The FFY 2010 and 2011 appropriations requires that “to the extent there are
sufficient eligible project applications, not less than 20 percent of the funds” shall
be for projects that meet the Green Project Reserve (GPR). Twenty percent of
the FFY 2010 appropriation for California is equal to $29,144,200 and 20
percent of the 2011 appropriation is equal to $21,122,000.

v" The FFY 2010 and 2011 appropriations requires the application of Davis-Bacon
requirements to all financing done by the CWSRF program during FFY 2010 and

FEY 2011 (October 1, 2010 — September 30, 2011).
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Change #4: The second, third, and fourth paragraphs under “lll. Program Capabilities,
Financial Outlook” on page 9 should read as follows:

Approximately $145 million in new capital, the FFY 2010 Capitalization Grant,
will-be was added to the CWSRF Program during SFY 2010/11. The CWSRF
program received the FFY 2010 grant award of $145,721,000 from U.S. EPA
on Auqust 27, 2010. The FFY 2011 grant allocation from U.S. EPA is
$105,610,000. A portion of this the FFY 2010 and 2011 grants must be used

for additional subsidy, i.e., principal forgiveness. Although-the budgetfor

whatis-estimated-inTable1-Table 3 is the State Water Board’s requested
schedule for being able to draw these funds from the US Treasury. In addition to
the new capital expected ir-SF¥-2010/11 from U.S. EPA, the CWSRF Program

wHt currently receives approximately-$228-mithenin from existing financing
agreements payments and investments earnings revenue of approximately

$257 228 million annually. The bulk of the cash expected-in-SFY-2010/11;
about-$337mithen; will be used to assist recipients with their projects. The
remainder of the funds will be used for administration or making payments on the
CWSRF Program'’s Series 2002 leverage bonds.

As-seen-inTFable-L; Although the current cash flow projection,_Table 1
indicates a potential that the CWSRF has sufficient cash shertage-during
SFY-2010/11 to fulfill all current commitments,—Gon September 22, 2005
(Resolution No. 2005-0064) the State Water Board authorized the California
Infrastructure and Economic Development Bank to sell up to $300 million in
revenue bonds on behalf of the CWSRF to address any cash shortfalls.
Additional revenue is expected in future years as seen in Table 1 that should
provide pesitive-year-end-cash balahrces-infutureyears for additional
commitments in the future. The uncommitted cash available over the next
four years for financing water quality projects is approximately $516 833 524
million according to projections in Table 1. The authority granted by the State
Water Board in Resolution No. 2005-0064 can provide the CWSRF with cash
for additional commitments if needed.

Comparing the four-year cash flow projection in Table 1 with the financing needs
projected in Table 2 indicates that an additional $+-#bitlen 621_930 million will
be needed to fund all of the projects in Table 2. This assumes that all the
projects are eligible, all the applications are complete, all the applicants sign a
financing agreement, and all the actual disbursements happen as planned.
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Change #5: The last paragraph on page 14, under “1. Principal Forgiveness (PF) and
SCG Fund” should read as follows:

PF and the SCG Fund provides funds for the neediest communities in California
and targets PF-te those that cannot otherwise afford a loan. PF also provides
funds for projects in California’s three nationally designated estuaries.
Typically the agencies sponsoring these projects do not have a revenue
stream to support repayment of aloan, and are able to provide limited
matching funds. The maximum amount of PF allowed by U.S. EPA will be
made available for projects ir2030/1L. The maximum PF allowed by the FFY
2010 Grant is sSeventy-two million seven hundred forty-seven thousand nine
hundred thirty nine dollars ($72,747,939) is-avaiable-to-disadvantaged
communitiesin-Californias; the maximum PF allowed by the FFY 2011 Grant
is thirty-two million six hundred twenty-one thousand four hundred eighty-
six dollars ($32,621,486) additiohalPFmay-ermay-notbe-availablefrom-the
FFY-2011 Grant. One-million dollars ($1,000,000) from the SCG Fund is
also available.

A question was raised regarding the eligibility of certain costs on a small
number of ARRA projects. The Division identified state bond funds and
FFY 2010 PF that can be used for costs that may not have met the eligibility
requirements for ARRA. Resolution No. 2011-0008%X%, adopted on March 1,
2011, authorized staff to use FEY 2010 PF to backfill these cost. Seven-
million five hundred ninety-eight thousand nine hundred forty-three dollars
($7,598,943) in FFY 2010 PF was used for this purpose. After deducting the
FEY 2010 PF used for the ARRA projects, a total of $65,148,996 is available
in FFY 2010 PF. The ARRA funds under question were reobligated to other
ARRA eligible projects.

Disadvantaged communities and estuary project sponsors are separated into
two categories — “small” and “other.” The distribution and limitations associated
with ef PF and the SCG Fund is are shown in Table 4 — “Principal Forgiveness
and SCG Funds (Grants) by Category of Applicant.” The total PF and SCG
funds available to Cateqgory 1, after deducting funds used for ARRA and
adding the $1 million from the SCG Fund, is 60 percent of the maximum
available FFY 2010 and 2011 PF. The total PF available to Category 2 is 40
percent of the maximum FFY 2010 and 2011 PF plus $1 million in PF
transferred from Category 1 to compensate for the additional SCG funds
added to Category 1 and to help offset the addition of estuary projects to

Category 2.
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Change #6: The second to the last paragraph on page 16, under “3. Green Project
Reserve (GPR)” should read as follows:

To ensure that California meets and exceeds the minimum 20 percent GPR
called for in the 2010 and 2011 appropriations-and-anticipated-in-the FFY
2011 appropriation; the State Water Board will prioritize the review and
approval of GPR projects until the minimum GPR threshold is met. GPR projects
will be determined consistent with U.S. EPA’s FFY 2010 guidance and any
subsequent quidance issued by U.S. EPA.

Change #7: The last paragraph on page 16, under “4. Implementation of federal
requirements” should read as follows:

The 2010 and 2011 federal appropriations included several specific

requirements. —statf-believes-thatthe-same-orsimilarfederal-reguirements
witlbe-applied-to-the FFY- 2011 Capitalization-Grant-The State Water Board
will require that applicants comply with these requirements. All financing
agreements, regardless of the source of funds, must comply with federal Davis-
Bacon prevailing wage requirements. Recipients of CWSRF financing must
agree to provide mformatlon necessary to meet federal reportlng requwements

Change #8: Item “e” under “Key Short Term Activities” on page 23 should read as
follows:

e) Apply for FFY 2011 Capitalization Grant: The FFY 2011 Capitalization Grant is

estimated-to will be approximately-$138,782,000-145,721,000 $105,610,000.
(Estimated Grant Application Date Jure May 2011).
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Change #9: Table 1 should be replaced entirely with the following updated table:

Table 1 - Sources and Uses of CWSRF

(As of 05/09/2011)

SFY SFY SFY SFY SFY
2010-11 2011-12 2012-13 2013-14 2014-15
Beginning Balance * $405,559,109 $205,330,083 $55,849,572 | $157,635,092 | $316,330,565

Estimated Principal
Interest Payments

$215,901,070

$225,901,070

$235,901,070

$245,901,070

$255,901,070

Debt Service on
Revenue Bonds

($31,456,429)

($30,228,204)

($27,714,204)

($23,821,829)

($20,966,279)

Capitalization
Grants

$145,721,000

$105,610,000

$30,000,000 2

$30,000,000 2

$30,000,000 2

4% Admin. Portion

($5,828,840)

(%$4,224,400)

($1,200,000) 2

($1,200,000) *

($1,200,000) *

Local Match Credits $5,715,548 $2,898,119 $2,288,622 $915,119 $956,716
E]st'gg‘;‘:esd SMIF $2,700,000 $3,000,000 $3,000,000 | $3,000,000 $3,000,000
Estimated

Disbursements *

($532,981,375)

($452,437,096)

($140,489,968)

($96,098,887)

($59,842,516)

Estimated Year
End Balances

Estimated $
Available for New
Projects by Year

Footnotes:

$205,330,083

$205,330,083

$55,849,572

($149,480,511)

$157,635,092

$101,785,520

$316,330,565

$158,695,473

$524,179,556

$207,848,991

1- The Beginning Balance does not include the $25 million set aside for the minimum balance of the CWSRF. lItis
excluded to reflect that it is not available for other uses.

- These numbers are estimated.

2

3 - SMIF = Surplus Money Investment Fund

4 - Estimated disbursements include the forecasts for projects that have executed financing agreements and preliminary
commitments to execute agreements.
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Change #10: Table 3 should be replaced entirely with the following updated table

Table 3 - Clean Water State Revolving Fund Draw Schedule — FFY 2010 and
FFY 2011 Capitalization Grants

1% Quarter 2" Quarter 3" Quarter 4™ Quarter

SFY (Starts Julyl)  (Starts October 1)  (Starts January 1) (Starts April 1)
2010-11 | Draw $72,860,500 $72,860,500
Cumulative $72,860,500 | $145,721,000
2011-12 | Draw $52,805,000 $52,805,000
Cumulative $52,805,000 | $105,610,000

DATE OF ANALYSIS: May 09, 2011

Change #11: In Table 4, page 34, “Total Category 1 Principal Forgiveness/ Grants”
should read as follows:

* At least $13-519.4 million shall be disbursed as FFY 2010 and 2011 principal
forgiveness/grants to projects in this category.

* No more than $43,648,763-38,089,397 52,194,377 shall be disbursed as FFY
2010 and 2011 principal forgiveness/grants to projects in this category.

* $1 million from the SCG Fund shall be disbursed to wastewater projects in
this category, with priority given to projects that serve severely
disadvantaged communities (community MHI <60 percent of statewide MHI.

* At least 50% of prineipalforgivenessigrants-n-this category will be allocated to

wastewater projects.

Change #12: In Table 4, page 35, “Total Category 2 Principal Forgiveness/ Grants”
should read as follows:

» Atleast $8:5 12.4 million in principal forgiveness/grants for this category.
* No more than $29,099,176-27,059;599 45,670,081 in FFY 2010 and 2011
principal forgiveness/grants for this category.
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