STATE WATER RESOURCES CONTROL BOARD

WORKSHOP SESSION -- DIVISION OF FINANCIAL ASSISTANCE

MARCH 4, 2003

ITEM 7

SUBJECT

APPROVAL OF A STATE REVOLVING FUND (SRF) $25 MILLION ANNUAL LOAN DISBURSEMENT LIMIT WAIVER FOR THE CITY OF LOS ANGELES (CITY); NORTH OUTFALL SEWER – EAST CENTRAL INTERCEPTOR SEWER (NOS-ECIS) PROJECT

DISCUSSION

The State Water Resources Control Board (SWRCB) adopted Resolution No. 2000-074 on September 21, 2000, approving a $290 million SRF loan for the construction of the City’s NOS-ECIS Project.  The resolution limited annual loan disbursements to the City to $25 million. This waiver would allow the City to request $80 million one time above the annual limit.

The City currently operates more than 6,500 miles of sewers, numerous pumping plants, and four wastewater treatment plants, two of which are reclamation facilities.  These facilities serve 28 cities comprising over three million people and 10,000 commercial and industrial facilities.  The NOS was completed in 1930 between the City’s Hyperion Treatment Plant and the City of Glendale.  It was extended in 1940 to the west end of the San Fernando Valley.  Significant deterioration has compromised its structural integrity resulting in sewage overflows during wet weather events.  Ongoing and planned developments tributary to the NOS service area will increase sewage conveyance needs further exceeding the capacity of the NOS.  The eligible project will provide the City’s NOS with wastewater flow capacity through the year 2040.

The Los Angeles Regional Water Quality Control Board (LARWQCB) has issued an order concerning the City’s NOS-ECIS Project.  Cease and Desist Order No. 00-128 was issued due to various sewage spills that occurred from February through May 1998.  The deadline to construct the NOS-ECIS project is November 20, 2003.  The proposed project will increase the NOS capacity and correct the problem identified in the LARWQCB Order for the NOS-ECIS project.

The City started construction of the Project on February 11, 2001, and it is projected to be completed in April 2004.  With the waiver the City will be eligible to submit disbursement requests totaling $155 million upon adoption of the proposed resolution.  The City estimates that SRF loan eligible construction costs through April 2003 will exceed $200 million.

In August 2002, the SWRCB sold revenue bonds in the amount of $300,000,000 to leverage the SRF.  One of the requirements of the sale of the bonds was that the proceeds be expended over a short period of time; 

85 percent of the proceeds must be expended on qualified projects within three years of sale.  Waiving the cap for the specified amount will ensure the SWRCB meets the timely expenditure requirements of the revenue bonds.

POLICY ISSUE

Should the SWRCB approve a one-time waiver to the City for the annual disbursement limit of $25 million to disburse up to $80 million in State Fiscal Year 2002/2003 for the NOS-ECIS Project?  

FISCAL IMPACT

The SWRCB Resolution No. 99-40 adopted 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 takes into consideration actual and forecast cash disbursements for approved SRF loans.  The SWRCB completed the sale of the 2002 series revenue Bonds.  Revenue bond proceeds of $295,033,224 are included in the available cash totals.  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 March 2003 are as follows:

	
	SFY
	SFY
	SFY
	SFY
	SFY

	
	2002-03
	2003-04
	2004-05
	2005-06
	2006-07

	
	___________
	__________
	__________
	_________
	_________

	Beginning Balance:
	$370,655,297
	$240,564,519
	$186,038,279
	$120,735,398
	$176,359,663

	Est. Repayments:

	119,099,929
	146,289,942
	166,211,628
	172,929,046
	197,887,536

	2002 Series Revenue Bonds

	295,033,224
	
	
	
	

	2002 Series Revenue Bonds Debt Service
	-11,144,613
	-28,451,654
	-33,807,716
	-33,807,241
	-33,806,729

	Cap Grants:

	65,000,000
	65,000,000
	0
	0
	0

	Est. SMIF Interest:
	2,500,000
	2,500,000
	2,500,000
	2,500,000
	2,500,000

	Est. Disbursements:

	-600,579,319
	-239,864,528
	-200,206,793
	-85,997,540
	-40,892,710

	     Subtotal:
	$240,564,519
	$186,038,279
	$120,735,398
	$176,359,663
	$302,047,761

	
	
	
	
	
	

	City of Los Angeles                  C-06-4493-110

	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Balance:
	$240,564,519
	$186,038,279
	$120,735,398
	$176,359,663
	$302,047,761


RWQCB IMPACT 

The project will enable the City to meet the LARWQCB NPDES waste discharge requirements, comply with the Cease and Desist Order and meet the basin plan requirements by providing future conveyance capability and eliminating wet weather overflows of untreated sewage.

STAFF RECOMMENDATION

That the SWRCB adopt a resolution approving a one-time waiver for the City to allow disbursement up to $80 million over the annual limit in State Fiscal Year 2002/2003 for the NOS-ECIS Project.
DRAFT

STATE WATER RESOURCES CONTROL BOARD

RESOLUTION NO. 2003 - ____

APPROVAL OF A STATE REVOLVING FUND (SRF) $25 MILLION ANNUAL LOAN DISBURSEMENT LIMIT WAIVER FOR THE CITY OF LOS ANGELES (CITY); NORTH OUTFALL SEWER – EAST CENTRAL INTERCEPTOR SEWER (NOS-ECIS) PROJECT
SRF LOAN NO. C-06-4493-110

WHEREAS:

1. The State Water Resources Control Board (SWRCB), on February 16, 1995, adopted the “Policy for Implementing the State Revolving Fund for Construction of Wastewater Treatment Facilities,” and revised it on June 18, 1998, as amended;

2. The SWRCB approved a SRF loan of $290 million to the City for the construction of the North Outfall Sewer – East Central Interceptor Sewer Project on September 21, 2000;

3. The SRF Loan Program annual disbursement limit was set at $25 million per agency by Resolution No. 2002-0114; and

4. A one-time increase in the SRF loan disbursement limit will ensure that the SWRCB meets commitments to expeditiously expend the 2002 Revenue Bond funds. 

THEREFORE BE IT RESOLVED THAT:

The State Water Resources Control Board approves a waiver of the $25 million per year limit on disbursements that allows the City to request $80 million above the limit one time. 
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 March 19, 2003.


___________________________

Maureen Marché


Clerk to the Board

� Est. repayments include repayments from existing loans and from loans forecast to be executed in the next few years for projects with existing commitments.


� Net Proceeds from Series 2002 Revenue Bonds


3 A very conservative estimate of the EPA Capitalization Grant and the corresponding State match of $65,000,000 is forecast for SFY 2002-03 and SFY 2003-04.


� Estimated disbursements include disbursements remaining on existing loans as well as disbursements anticipated on loans executed for projects with existing commitments (including SFY 2002-03 commitments).  Each month the Division will revise the estimated disbursements total as cash draw forecasts are updated.


� The City of Los Angeles project has been previously approved by the SWRCB.  The fiscal impact has been revised to indicate a disbursement of $66,666,400 (83.333% of $80,000,000) in SFY 2002-03 that was previously forecast for disbursement in SFY 2006-07 through SFY 2009-10





