

STATE WATER RESOURCES CONTROL BOARD

WORKSHOP SESSION -- DIVISION OF CLEAN WATER PROGRAMS

MARCH 6, 2002

ITEM 16

SUBJECT

APPROVAL OF A SEAWATER INTRUSION CONTROL (SWI) PROGRAM LOAN COMMITMENT TO THE ORANGE COUNTY WATER DISTRICT (DISTRICT) GROUNDWATER REPLENISH MENT SYSTEM (PROJECT); SWI PROJECT NO. 3021-110

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 authorized $25 million for the 2000 SWI Subaccount for the State Water Resources Control Board (SWRCB) to provide loans for design and construction of seawater intrusion projects.  The 2000 Bond Law also directed unallocated funds and loan repayments from the SWI Program created by the 1996 Bond Law to be transferred and deposited into the 2000 SWI Subaccount.  The current total amount of the SWI Subaccount available for SWI loans is $32.9 million.  (This amount excludes costs for administration and bond processing).  The Seawater Intrusion Program Guidelines (Guidelines) were adopted by the SWRCB in Resolution No. 97-097.  In accordance with the Guidelines, loan funds are available on a first-come-first-served basis and SWI projects need the SWRCB’s approval to receive a SWI loan.  SWI 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 has applied for a SWI loan to construct the Project.  The District submitted a complete application, facilities plan, and other information, making the application package complete.  The Division has reviewed the application package for the SWI loan and has determined that the proposed Project complies with the legal requirements and is a feasible alternative.  On February 12, 2002, the Division issued a FPA letter for the District’s SWI project. 

The total project cost is $352 million.  On January 23, 2002, the SWRCB approved a funding commitment to the District for a Water Recycling Construction Program (WRCP) grant of $5 million.  The District is now requesting a $14.83 Million SWI loan to fund the seawater intrusion control portion of the project.  The District will request $152.17 million through the State Revolving Fund (SRF) Loan Program upon the sale of the State Revenue Bonds. 

Pursuant to the Guidelines, a public agency can request a SWI loan up to 100 percent of the eligible construction costs, plus another 15 percent for design, construction engineering, and administration costs, for a maximum of $2.5 million.  The funding request for this Project includes a request for the SWRCB to approve an exception to the $2.5 million loan cap in order to authorize a loan commitment for the total SWI loan amount requested.  

Additionally, the SWI Guidelines require the Division to issue Plans and Specifications (P&S) Approval prior to requesting a preliminary SWRCB loan commitment.  This requirement conflicts with the requirements of the WRCP and SRF funding.  Therefore, the District requests that the SWRCB makes an exception to the SWI Guideline requirements that P&S Approval must be issued prior to a preliminary loan commitment.

The Project is within a groundwater basin that is threatened by seawater intrusion and subject to a local groundwater management plan.  The District
 has demonstrated a commitment to produce and deliver high quality recycled wastewater as a substitute for the potable water currently used for seawater intrusion control purposes.  Additionally, the District has complied with applicable water quality standards, policies, plans and has established measures to ensure that the substitute supply will be used in lieu of previously established sources.  The Project meets the eligibility criteria in the SWI Guidelines adopted by the SWRCB in Resolution No. 97-097, and will provide an alternative water supply that will improve groundwater threatened by seawater intrusion.  Therefore, Division staff recommends the SWRCB’s authorization of a $14.83 million SWI loan to the District for construction of the Project.

The Project is sponsored jointly by the District and the Orange County Sanitation District (OCSD).  The purpose of the Project is to replace existing wastewater treatment facilities and increase the District’s ability to recharge local ground water.  The Project includes construction of a water reclamation facility to produce 78,000 acre-feet per year (AFY) of recycled water from secondary effluent produced by the OCSD.  Treatment processes include micro-filtration, reverse osmosis and ultra-violet (UV) disinfection to meet Department of Health Services and Santa Ana Regional Water Quality Control Board (SARWQCB) requirements.  The recycled water will be used for seawater intrusion barrier reinforcement and expansion in addition to groundwater recharge.

The Project will replace the existing treatment facility built nearly 30 years ago to supply reclaimed water to the Talbert Gap seawater intrusion barrier.  The current production of 15 million gallons per day, approximately 16,000 AFY, of recycled water from the existing facilities is no longer adequate for current barrier demands.  The increase in recycled water production from the proposed project will provide an adequate supply of water to reinforce the original barrier and allow for eight additional injection wells for barrier expansion and groundwater recharge.








The District and the OCSD prepared a Draft Environmental Impact Report (EIR) for the proposed project which was distributed for public review and circulated through the State Clearinghouse (State Clearinghouse No. 1998111030) from November 5, 1998, through January 6, 1999.  The District held a public workshop on December 1, 1998, and a public hearing before a joint meeting of the OCSD and District Board of Directors on December 8, 1998.  During the review period, 12 oral comments were received as well as four comment letters from State Agencies, 12 from Local Agencies, four written comments from organizations and businesses, and two written comments from individuals.  The District and OCSD provided written responses to the comments and made minor changes and edits to the Draft Program EIR/Tier 1 EIS.  A Final Program EIR and a Mitigation Monitoring Program were adopted and certified by the Board of Directors of the District on March 24, 1999.  A Notice of Determination was filed with the Orange County Clerk/Recorder and the Governor’s Office of Planning and Research on March 25, 1999.  Mitigation measures will be included for some significant impacts. Other short-term impacts can not be mitigated during the construction phase.  No long-term significant adverse impacts are anticipated.

The Project will be completed with multiple construction contracts.  The District has provided the Division with a schedule containing project milestones.  These dates are included in the Division’s Facilities Plan Approval letter.  The Division recommends that December 1, 2002, be set as the deadline for the District to begin construction, or the preliminary loan commitment would be withdrawn.  The proposed resolution will also include a 90-day time extension from the December 1, 2002, deadline for good cause without further action by the SWRCB. 


POLICY ISSUE

Should the SWRCB approve an exception to the SWI loan limit of $2.5 million per project, as set forth in the Guidelines adopted by the SWRCB in Resolution No. 97-097, for funding of the Project?  

Should the SWRCB approve an exception to the SWI Guidelines and consider approval of a loan commitment prior to the Division’s issuance of P&S Approval to the District for this Project?

Should the SWRCB approve a SWI loan commitment of $14.83 million to the District?

Should the SWRCB condition this approval by requiring expiration of the SWI loan commitment if construction of the Project is not initiated by December 1, 2002, with a 90-day extension for good cause, as determined by the Division? 

Should the SWRCB include mitigation measures as a condition of loan approval?

Should the SWRCB include mitigation measures as a condition of loan approval? 
RWQCB IMPACT

The Project is within the SARWQCB jurisdiction.  The SARWQCB will issue new orders and standards to the District for the Project.


FISCAL IMPACT

As of February 2002, the current amount available for SWI loans in the SWI Subaccount is $32.9 million.  (This amount excludes costs for administration and bond processing.)  The proposed funding request for the Project, together with additional funding requests presented to the SWRCB at the March 2002 Board Meeting, will commit the total balance remaining in the SWI Subaccount, as shown below:

Current SWI fund balance as of February 2002:
$32,900,000

Proposed funding request for SWRCB Approval:

Pajaro Valley Water Mgmt. Agency:  Watsonville/Harkins Slough Project
11,650,000

Orange County Water Management Agency:  GWR System Project
14,830,000

Pajaro Valley Water Mgmt. Agency:  Integrated Coastal Distribution

   System – Accelerated Pipeline and Supplemental Wells Project  
   6,420,000

Remaining SWI Subaccounts balance:
$0

(if all the above funding requests are approved by the SWRCB)
STAFF RECOMMENDATION

That the SWRCB adopt a resolution granting an exception to the SWI loan limit of $2.5 million per project in this case.

That the SWRCB adopt a resolution granting an exception to the SWI Guidelines and consider approval of a loan commitment prior to the Division’s issuance of P&S Approval to the District for this Project.

That the SWRCB adopt a resolution granting approval of a SWI loan commitment of $14.83 million SWI loan to the District.

That the SWRCB withdraw this SWI loan commitment if the District does not commence construction for the Project by December 1, 2002.  The Division may approve up to a 90-day extension to the above deadline for good cause.

That the SWRCB include mitigation measures as a condition of project approval.



DRAFT          February 21, 2002

STATE WATER RESOURCES CONTROL BOARD

RESOLUTION NO. 2002-

APPROVAL OF A PRELIMINARY LOAN COMMITMENT FROM THE
SEAWATER INTRUSION CONTROL (SWI) LOAN PROGRAM FOR
THE ORANGE COUNTY WATER DISTRICT (DISTRICT), GROUNDWATER REPLENISHMENT SYSTEM (PROJECT)  

WHEREAS:

1. The 2000 Safe Drinking Water, Clean Water, Watershed Protection and Flood Protection Act (Bond Law), Proposition 13, allocated $25 million to the SWI Subaccount to provide loans for design, construction, construction engineering and administration SWI projects; 

2. The 2000 Bond Law also provided that approximately $10 million in unallocated funds from the SWI Subaccount of the 1996 bond law be transferred and deposited into the SWI Loan Program Subaccount; 


3. The State Water Resources Control Board (SWRCB), on October 23, 1997, adopted Resolution No. 97-097 which included adoption of Seawater Intrusion Control Loan Program Guidelines (Guidelines) which made funds available on a first-come-first-served basis; 
4. A loan application was submitted by the District requesting funding for the Project; 


5. The District’s Project meets the eligibility criteria under the Guidelines; 


6. The Division of Clean Water Programs (Division) has reviewed the loan application and supporting documents and issued a Facilities Plan Approval on February 1, 2002;
7. The Guidelines place a $2.5 million funding cap on loans and require Plans and Specifications (P&S) approval prior to SWRCB consideration;

8. The District has requested a waiver of the funding cap and P&S requirement for this project; and
9. The District Board of Directors certified an Environmental Impact Report (EIR) (State Clearinghouse No. 1998111030) which has been reviewed and considered, and it has been determined that:

(a) As stated in the EIR/EIS, this project will have unavoidable significant impacts to air quality, hazards/risk of upset, noise, transportation, utilities, aesthetics, and public services.  These impacts are short term and are significant during the construction phase of the Project.  No long term significant adverse impacts are anticipated. NOx emissions during construction will be significant even with the implementation of mitigation measures.  Emergency access along the major conveyance pipeline in neighborhoods adjacent to the River View Golf Course during construction and the potential possibilities of chemical spills and flooding from system damage during a catastrophic seismic event will remain significant.  Noise levels due to construction would temporarily exceed local noise ordinances regardless of mitigation measures.  Short-term disruption of utility service could occur in the event that a utility line was damaged.  Pipeline construction will adversely affect the aesthetics of portions of the River View Golf Course and possibly the adjacent neighborhood during the time it takes for the street trees and landscape to grow to maturity.  Short-term emergency response time could be impeded regardless of mitigation measures that require a free lane of travel at all times.

The SWRCB hereby finds that, for the reasons set forth below, with regard to the unmitigable significant impacts that may potentially occur from approval of the Project, water quality benefits derived from implementation of the Project outweigh those impacts identified above.

Implementation of the Groundwater Replenishment System Project would result in the following benefits: 

· Providing a new, reliable water supply to help meet increased demands within the
District service area;

· Increasing the local water supply by 120,000 acre-feet per year by 2020;

· Reducing the District’s dependence on imported water;

· Improving groundwater quality in the basin and protecting the basin from seawater intrusion;

· Conforming to the Orange County Sanitation District Charter, which supports water recycling;

· Maintaining supplies of reclaimed water to industrial and landscape irrigation 
customers;

· Providing an opportunity for future connections to the system;

· Deferring construction of a second ocean outfall;

· Reducing wastewater flows near the shore and during storm events; and

· Providing a reliable water supply in times of drought.

(b) Changes or alterations have been required in, or incorporated into the Project which avoid or reduce to less than significant levels the other potentially significant environmental effects identified in the EIR with respect to:

Water resources impacts, which will be mitigated by:

· Coordinating all Project plans along the Santa Ana River with the U.S. Army Corps of Engineers and the Orange County Flood Control District (OCFCD); 

· Constructing all proposed facilities that are within, adjacent to, or across a flood control channel during the dry season;

· Designing pipelines constructed in the bottom or levees of a flood control channel so that they do not undermine or scour due to flows in the channel;

· Acquiring a Section 404 Permit of the Federal Clean Water Act for improvements within the Santa Ana River;

· Using Best Management Practices, such as sandbagging, manufactured channels or swales, diversion velocity dissipators, desilting basins, detention/retention ponds to prevent construction sedimentation from moving into waters; 

· Releasing treated water from the project into the Santa Ana River only in an extreme emergency;

· complying with the National Pollution Discharge Elimination System program;

· abandoning or limiting to approved non-potable uses, wells that are within the minimum distance and travel time criteria for proximity to reclaimed water recharge or injection; 

· Coordinating with the OCFCD on plans under the Greenville-Banning Flood Control Channel and east and west river levees;

· Prior to construction, submitting all Project plans to OCFCD for review and approval; and

· Entering into an agreement with Orange County for use of the river and the Greenville-Banning Flood Control Channel.

(c) With respect to other potentially significant environmental impacts identified in the environmental document, appropriate changes or alterations are not within the responsibility and jurisdiction of the SWRCB.  Such other changes or alterations have been adopted or should be adopted by other agencies.

(d) Copies of the EIR/EIS may be viewed by the general public during normal business hours at the State Water Resources Control Board Division of Clean Water Programs 1001 I Street, 16th Floor, Sacramento, CA 95814.  
THEREFORE BE IT RESOLVED THAT:

The State Water Resources Control Board:

1. Approves an exception to the SWI Loan Program limitation as required in the Guidelines, adopted in Resolution No. 97-097. 

2. Approves an exception to the requirement in the Guidelines for approval of final plans and specifications prior to preliminary SWI loan commitment.

3. Approves an exception to the requirement in the Guidelines that the first repayment is due one year after project completion.

4. Approves a preliminary SWI loan commitment of $14.3 million to the District for construction of the Project with a repayment period of 20 years, and the first loan repayment is due one year after the first disbursement of loan funds. 

5. Will withdraw this preliminary SWI loan commitment if the Agency does not issue Notice to Proceed on the construction contract for the Project by December 1, 2002.  The Division of Clean Water Programs may approve up to a 90-day extension to the above deadline for good cause. 

6. Hereby conditions Project approval on the compliance with the mitigation measures outline above.

CERTIFICATION

The undersigned, Clerk to the Board, does hereby certify that the foregoing is a full, true, and correct copy of a resolution duty and regularly adopted at a meeting of the State Water Resources Control Board held on March 21, 2002.







_______________________






Maureen Marché







Clerk to the Board
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