

STATE WATER RESOURCES CONTROL BOARD

BOARD MEETING SESSION -- DIVISION OF FINANCIAL ASSISTANCE
APRIL 30, 2003
ITEM 4
SUBJECT

APPROVAL OF INITIAL PROPOSITION 50 GRANT AND PROPOSITION 13 FUNDING FOR WATER RECYCLING PLANNING STUDY; SAN DIEGO COUNTY WATER AUTHORITY’S  (AUTHORITY) REGIONAL WATER RECYCLING PLANNING STUDY- PHASE II

DISCUSSION

The Water Security, Clean Drinking Water, Coastal and Beach Protection Act of 2002 (2002 Bond Law), Proposition 50, was approved by the voters on November 5, 2002.  Section 79550(g) of the 2002 Bond Law allocates $180,000,000 for urban and agricultural water conservation, recycling, and other water use efficiency projects.  Upon passage of the 2002 Bond Law, $10 million was appropriated to the State Water Resources Control Board (SWRCB) Water Recycling Subaccount for State fiscal year 2002/2003 to provide grants for the planning, design, and construction of water recycling facilities.  This initial Proposition 50 water recycling appropriation is for fiscal year 2002/2003 and thus the funds must be encumbered (funding contracts executed) by June 30, 2003.  This agenda item requests SWRCB approval of preliminary grant commitment to the San Diego County Water Authority (Authority) for the project described below.

The initial appropriation of Proposition 50 funding for water recycling is $10 million.  Upon subtracting administrative costs, $9.875 million remains available for grant funding assistance to municipalities for the planning, design, and construction of water recycling projects. 

The 2002 Bond Law contains new provisions that will govern how the program funds are administered. The Bond Law provides grants for the planning, design, and construction of projects that meet the California Bay-Delta Authority (CALFED) water use efficiency goals and objectives.  The Bond Law also requires the funds to be allocated for projects that will be implemented immediately and result in an immediate benefit to the State’s water supply and the Delta.

On December 20, 2002, the Division of Financial Assistance’s (Division) Office of Water Recycling facilitated a Statewide Water Recycling Stakeholder Workshop.  During the workshop, 60 stakeholders from varying affiliations expressed their needs for funding from Proposition 50 and future funding resources for water recycling efforts.  The majority of the stakeholders concurred with maintaining the funding criteria for the administering of Proposition 50 funds similar to the criteria adopted for Proposition 13 water recycling projects.  However, stakeholders also spoke regarding the need for regional planning grants.

On February 26, 2003, CALFED staff reviewed the scientific and environmental elements of the regional water recycling studies proposed to receive Proposition 50 funding and are in concurrence with the Division’s funding request.

As a result of stakeholder input on the need for regional water recycling planning study funding, the Division proposes to fund the subject regional water recycling planning study with these initial Proposition 50 grant funds.

In the last two years, the Water Recycling Facilities Planning Grant Program has operated with the SWRCB adopted Proposition 13 Priority List.  The Division proposes to establish an updated priority list of potential water recycling projects to be used in the administering of the Proposition 50 funding appropriations for state fiscal years 2003/2004 and 2004/2005.  Due to the time constraints associated with the initial appropriation of $10 million for the state fiscal year 2002/2003, the Division proposes to administer these grant funds to agencies that are ready to proceed with their projects.

PROJECT DESCRIPTION
The Division is requesting approval for the regional water recycling planning study described below.  The Authority is ready to initiate the subject water recycling planning study.  This project, as proposed, will augment the State water supply as discussed below and are consistent with CALFED goals and objectives.

San Diego County is faced with the increasing demands of water supply and the uncertainty of imported water supplies, particularly from the State Water Project and the Colorado River.  The Authority has completed a Phase I Recycled Water Regional Planning Study to identify recycled water alternatives that address the water demands of the 23 member agencies within the region. 

The Authority has applied for grant funding for their proposed Phase II Study.  This subsequent study will address the strategies previously identified in the Phase I and produce a feasibility study for recycled water delivery to and from neighboring agencies within the County.  Benefits associated with a region’s recycling efforts include:

· Decrease of highly treated water discharge to the Pacific Ocean;

· Reduction of imported water needs from the State Water Project and the Colorado River;

· Maximizing recycled water deliveries from facilities funded by State and Federal funds; and

· Stimulating the economy within the region.

The Authority spent approximately $500,000 to develop the Phase I Study.  The Authority is offering the Phase I Study ($500,000) as the local match to their request for a $1 million grant to complete Phase II of the Study.  Division staff recommends funding the Phase II Study from two funding accounts: (1) Proposition 13 funds of $600,000 and, (2) Proposition 50 funds of $400,000. 

This division in grant fund sources is based on the 2002 Bond Law (Proposition 50) criteria that Proposition 50 funds must be used for the planning, design, and construction of projects that lead to immediate benefits to the California Bay-Delta system. 

The Division issued a Plan of Study Approval to the Authority on February 21, 2003, including an eligible regional planning cost of $1,000,000 for the Phase II San Diego Regional Recycled Water Planning Study.  The Plan of Study submitted by the Authority indicates that approximately 40 percent of the study will lead directly to design and construction of water recycling projects.  Therefore, the Division proposes to fund 40 percent of the Phase II Study cost ($400,000) with Proposition 50 water recycling grant funds.

Section 79144 of the 2000 Bond Law provides that the SWRCB may use funds to undertake plans, surveys, research, development, and studies necessary or desirable to carry out water recycling, including the preparation of comprehensive statewide or area-wide studies and reports on the collection, treatment, and disposal of waste and wastewater recycling.  Therefore, the Division proposes to fund the remaining 60 percent of the Phase II Study cost ($600,000) with 2000 Bond Law (Proposition 13) water recycling funds. 

ENVIRONMENTAL ISSUES
None – Planning Study Only
POLICY ISSUES

Should the SWRCB approve a WRCP regional planning study grant of $1 million to the Authority for the proposed San Diego Regional Water Recycling Study?  Should the SWRCB, in accordance with the Guidelines condition this approval by requiring expiration of the preliminary grant commitment if the final facilities planning report is not submitted by December 30, 2004?  Should the Authority’s planning work performed after the approval of this grant commitment, but prior to execution of a contract, be eligible for grant funding?



FISCAL IMPACTS
Proposition 50 Water Recycling Funds:

A total of $9.875 million is available in the 2002 (Proposition 50) Water Recycling Subaccount for WRCP grant funding to municipalities.  The 2002 Bond Law allocates funding for the planning, design, and construction of water recycling facilities (Item No. 3940-101-6031-012).  The SWRCB’s grant approval for this proposed project, together with the concurrent approval of additional water recycling projects, will leave a state fiscal year 2002/2003 balance of Proposition 50 water recycling funds of $950,960 as shown below.

	2002/2003 Proposition 50 Proposed Expenditures
	$9,875,000

	Inland Empire Utilities Agency
	$5,000,000

	City of Rialto
	$1,024,880

	City of Colton
	$959,560

	West San Bernardino County Water District
	$1,039,600

	San Diego County Water Authority
	$400,000

	San Benito County Water District
	$350,000

	City of Palo Alto
	$150,000

	Remaining Balance:
	$950,960


Proposition 13 Water Recycling Funds for Plans, Surveys, and Research:

	2000 Proposition 13 Proposed Expenditures
	$3,200,000*

	WateReuse Foundation Research Grant

(already committed)
	$1,000,000

	Funds set aside for the facilitation of the Department of Water Resources’ 

2002 Recycled Water Task Force
	$600,000

	San Diego County Water Authority Regional Planning Grant
	$600,000

	Remaining Balance:
	$1,000,000


*Three percent of water recycling loan repayments from 1988, 1996, and 2000 Bond Law loans return to the Proposition 13

grant subaccount for plans, surveys, research, and studies.  The initial appropriation of approximately $3,000,000 in the year 2000 has grown to approximately $3,200,000 due to loan repayments in the recent years.  Therefore, a remaining balance of approximately $1,000,000 will be available for future water recycling plans, surveys, research, and studies.

RWQCB IMPACT 
(None)

STAFF RECOMMENDATION

That the SWRCB adopt a resolution approving WRCP planning grant funding from the 2000 Bond Law (Proposition 13) and the 2002 Bond Law (Proposition 50) Water Recycling Subaccount for the following Project:

The Phase II – San Diego County Regional Recycled Water System Study (Regional Facilities Planning Study) for a preliminary grant commitment of $400,000 from Proposition 50 Water Recycling Funds and $600,000 from Proposition 13 Water Recycling Funds, totaling $1,000,000 in grant funding. In accordance with the WRCP Guidelines, the proposed resolution includes an expiration date for this commitment if the date for the submittal of the final Facilities Planning Report of the project is not met.  The expiration date is December 30, 2004, for submittal of the final facilities planning report, with a 12-month time extension from the expiration date for good cause without further action by the SWRCB.  The work performed after the approval of this grant commitment, but prior to execution of a contract, will be eligible for grant funding.

DRAFT March 20, 2003

STATE WATER RESOURCES CONTROL BOARD

RESOLUTION NO. 2003-
APPROVAL OF INITIAL PROPOSITION 50 GRANT AND PROPOSITION 13 FUNDING FOR WATER RECYCLING PLANNING STUDY; SAN DIEGO COUNTY WATER AUTHORITY’S (AUTHORITY) REGIONAL WATER RECYCLING PLANNING STUDY- PHASE II 
WHEREAS:

1. The Water Security, Clean Drinking Water, Coastal and Beach Protection Act of 2002 (2002 Bond Law), Proposition 50, allocated $10 million to the Water Recycling Subaccount.  $9.875 million of the $10 million is to provide grants to municipalities for facilities planning, design, and construction of water recycling projects;

2. The Safe Drinking Water, Clean Water, Watershed Protection, and Flood Protection Bond Act of 2000 (2000 Bond Law), Proposition 13, allocated $3.2 million for Water Recycling plans, surveys, research and studies.  Approximately $1.6 million of the $3.2 million currently remains in the Subaccount.

3. The Safe Drinking Water, Clean Water, Watershed Protection, and Flood Protection Act (2000 Bond Law) established the Water Recycling Subaccount, and authorizes the SWRCB to use a portion of it to fund water recycling plans, surveys, and research.

4. The Authority submitted a grant application dated February 13, 2003, requesting grant funding for the Regional Recycled Water System Study - Phase II;

5. Division of Financial Assistance (Division) staff reviewed the Authority’s application and other supporting information for the study and determined that the submitted documents comply with the WRF Guidelines;

6. The Chief of the Division’s Office of Water Recycling issued a Plan of Study Approval, dated February 21, 2003, to the Authority for the proposed San Diego County Regional Water Recycling Study; and

7. On February 26, 2003, CALFED staff reviewed the scientific and environmental elements of the seven projects proposed to receive Proposition 50 funding and are in concurrence with the Division’s funding request.

THEREFORE BE IT RESOLVED THAT:

The State Water Resources Control Board:

1. Approves a Proposition 50 Bond Law water recycling planning grant of $400,000, and a Proposition 13 water recycling planning grant of $600,000 to the San Diego County Water Authority for the Regional Recycled Water System Study- Phase II; 

2. Will withdraw this preliminary WRCP grant commitment if the Final Facilities Planning Report is not submitted by December 30, 2004.  The Division may approve up to a 12 months extension to the above deadline for good cause; and

3. Approves grant funding for cost incurred after approval of this preliminary funding commitment.  Such costs shall not be reimbursed until after the grant contract receives Department of General Services approval.

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 April 30, 2003.


__________________________


Maureen Marché


Clerk to the Board
