82 Water Conservation Bond Law of 1988

Official Title and Summary Prepared by the Attorney General J

WATER CONSERVATION BOND LAW OF 1988. This act provides for a bond issue of sixty million dollars
($60,000.000) to provide funds for a local water projects assistance program, water conservation programs, and

groundwater recharge facilities.
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Text of Proposed Law

This law proposed by Assembly Bill 1715 (Statutes of 1988, Ch. 46), as
amended by Assembly Bill 1720 (Statutes of 1988, Ch. 297), is submitted
to the people in accordance with the provisions of Article XVI of the
Constitution.

This proposed law amends and adds sections to the Water Code;
therefore, existing provisions proposed to be deleted are printed in

' #pe and new provisions proposed to be added are printed in
italic type to indicate that they are new.

PROPOSED LAW

SECTION 1. Chapter 4.7 (commencing with Section 12879) is
added to Part 6 of Division 6 of the Water Code, to read:
CHAPTER 4.7. WATER CONSERVATION BOND LAW OF 1988
Article 1. General Provisions

12879.  This chapter shall be known and may be cited as the Water
Conservation Bond Law of 1988.

12879.1. The Legislature finds and declares as follows:

(a) There is a lack of local water projects in certain areas of the state
where the demands of a growing population could exceed water
supplies which could threaten the public health and impede economic
and social growth.

(b) It is in the interest of the state to provide financial assistance to
local agencies for the development of local water resources necessary to
meet requsrements for domestic, agricultural, and other uses.

(c) The participation of the state and the State Water Resources
Development System in the construction and operation of local water

yects in those areas is desirable to further the development, -control,

.d conservation of the water resources of the state.

¥ (d) Voluntary, cost-effective capital outlay water conservation pro-
grams can help meet growing demand for clean and abundant water
supplies.

(e) Recharging groundwater basins is an effective way to maximize
the availability of scarce water supplies throughout the state through
the efficient management of recharge and extraction actitvities in
groundwater basins, and by reversing the effects of historical overdraft.

12879.2. As used in this chapter, the following terms have the
following meanings:

(a) “Committee” means the Water Conservation Finance Committee
created pursuant to 12879.9.

(b) “Department” means the Department of Water Resources.

(c) “Fund” means the 1988 Water Conservation Fund created pursu-
ant to 12879.3. ‘

(d) “Local agency” means any city, county, city and county, district,
Jjoint powers authority, or other political subdivision of the state
involved in water management.

(e) “Eligible project” means any dam, reservoir, or other construction
or improvement by a local agency for the diversion, storage, or primary
distribution of water, or facilities for groundwater extraction, primarily
for domestic, municipal, agricultural, industrial, recreation, fish and
wildlife ¥nhancement, flood control, or power production purposes. An
eligible project also means any reservoir, pipeline, or other construction
or improvement by a local agency for the storage or distribution of
reclaimed water for reuse.

(f) “Groundwater recharge facilities” means land and facilities for
artificial groundwater recharge through methods which include, but
are not limited to, either percolation using basins, pits, ditches, and
furrows, modified streambed, flooding, and well injection, or in-lieu
recharge. “Groundwater recharge faciﬁ'ties" also means capital outlay
expenditures to expand, renovate, or restructure land and facilities
already in use for the purpose of groundwater recharge.

Groundwater recharge facilities may include either of the following:

(1) Instream facilities for regulation of water levels, but not regula-
tion of streamflow by storage to accomplish diversion from the water-
oy,

2) Conveyance facilities to the recharge site, including devices for
measurement of recharge waters.
' Any part or all of the project facilities, including land, under the
facilities, may consist of separable features, or an appropriate share of
multipurpose features of a larger system, or both.

(g) “In-lieu recharge” means accomplishing increased storage of

groundwater by providing surface water to a user who relies on
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groundwater as a primary supply. in order to accomplish groundwater
storage through the direct use of that surface water in lieu of pumping
groundwater. In-lieu recharge shall be used rather than continuing
pumping while artificially recharging with surface waters. However,
bond proceeds shall not be used to purchase surface waters for use in
lieu of pumping groundwater.

(h/ “Voluntary cost-effective capital outlay water conservation pro-
grams” means those feasible capstal outlay measures to improve the
efficiency of water use through benefits which exceed their costs. The
programs include. but are not limited to, lining or piping of ditches:
improvements in water distribution system controls such as automated
canal control, construction of small reservoirs within distribution
systems which conserve water that already has been captured for reuse,
and related physical improvements; tailwater pumpback recovery sys-
tems to reduce leakage; and capital changes in onfarm irrigation
systems which improve irrigation efficiency, such as sprinkler or
subsurface drip systems. In each case. the department shall determine
that there is a net savings of water as a result of each proposed project
and that the project is cost-effective.

Article 2. Water Conservation Program

12879.3. (a) The proceeds of bonds issued and sold pursuant to this
chapter shall be deposited in the 1988 Water Conservation Fund. which
is hereby created. A Local Water Projects Assistance Account shall be
established in the fund for the purpose of implementing Section 12879.5,
and a Water Conservation and Groundwater Recharge Account shall be
established in the fund for the purposes of implementing Section
12879.6.

(b} From time to time, the department may modify existing accounts
in the fund. or may establish other accounts in the fund, and in all
other bond funds administered by the department, which the depart-
ment determines are appropriate or necessary for proper administra-
tion.

12879.4. (a) The department may make loans to local agencies,
upon approval of the Legislature by statute, to aid in the construction
of eligible projects and to aid in the funding of voluntary, cost-effective
capital outlay water conservation programs and groundwater recharge
facilities. and may adopt rules and regulations necessary to carry out
this chapter.

Notwithstanding any provision of law, existing rules and regulations
adopted by the department pursuant to Chapter 5 (commencing with
Section 12880) anap Chapter 6.1 (commencing with Section 13450) that
are in effect on the effective date of this chapter may be utilized to carry
out this chapter. The department may subsequently revise those rules
and regulations pursuant to Chapter 3.5 (commencing with Section
11340) of Part I of Division 3 of Title 2 of the Government Code as
necessary to carry out this chapter.

(b) For the purpose of administering this chapter, the total expendi-
tures of the a/Zpartment through the making of any loans may not
exceed 5 percent of the total amount of the bonds authorized to be issued
under this chapter. The department shall establish a reasonable sched-
ule of administrative fees for loans, which fees shall be paid by the local
agency pursuant to subdivision (c) of Section 12879.4 to reimburse the
state for the costs of state administration of this chapter.

Charges incu by the Attorney General in protecting the interests
%f the state in the use and repayment of funds under this chapter shall

e paid from the proceeds.of bonds authorized to be issued under this
chapter. These charges shall not be paid from funds allocated for
administrative purposes, but shall be treated as a p”rgfram expense, not
to exceed 1.5 percent of the total amount of the bonds authorized to be
issued under this chapter.

(c) Any contract entered into pursuant to this section may include
such provisions as may be determined by the department, provided that
anly contract concerning an eligible project shall include, in substance,

1l of the following provisions:

(I) A finding by the department that the local agency has the ability
to repay the loan, that the eligible project is economically justified, and
tha;dthe eligible project is feasible from an engineering and geologic
standpoint.

(2) An estimate of the reasonable cost and benefit of the eligible

Continued on page 116
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Proposition 82: Text of Proposed Law

Continued from page 21 Budget Act but unencumbered at the end of any year shall automati-
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project, program, or facility.

(3) An agreement by the local agency to proceed expeditiously with,
and complete, the eligible project.

(4) A provision that there shall be no moratorium or deferment on
payments of principal or interest.

(5) Local agencies seeking a loan shall demonstrate, to the satisfac-
tion of the department, tiat an adequate opportunity for public
participation regarding the loan has been provided.

(6) Any election held with respect to the loan shall include the entire
local agency except where the agency proposes to accept the loan on
behaff of a speczfied portion, or portions, of the agency, in which case
the election shall be held in that portion or portions of the agency only.

(7) Annual principal and interest payments shall commence not
later than one year after completion of any project and all loans shall
be fully amortized not later than 50 years after project completion.

(8) The recipient of a loan shall establish a dedicated source of
revenue for repayment of the loan.

(9) Any loans made pursuant to this chapter may be for a period of
up to 20 years. The interest rate for the loans made for projects to be
funded pursuant to Section 12879.5 shall be set at a rate equal to the
interest rate paid by the state on the most recent sale g state general
obligation bonds. with that rate to be computed according to the true
interest cost method. The interest rate {or loans made for projects to be
funded pursuant to Section 12879.6 shall be set at a rate equal to 50
percent of the interest rate paid by the state on the most recent sale of
state general obligation bonds. with that rate to be computed according
to the true interest cost method. When the interest rate so determined is
not a multiple of one-tenth of 1 percent, the interest rate shall be set at
the next higher multiple of one-tenth of 1 percent. The interest rate set
for each contract shall be applied throughout the repayment period of
the contract. There shall be a level annual repayment %fpn‘ncx'pal and
interest on the loans. The amount of the principal shall include the
administrative fee described in subdivision (b).

(d) All loans made pursuant to this chapter shall be subject to the
approval of the Legislature by statute.

(e) Applications for loans or financial participation by the state
under this chapter shall be made to the department in the form and
with the supporting material as may be prescribed by the department.

(f) All money repaid to the state pursuant to any contract executed
under this chapter, or under Section 13999.11, shall be deposited in the
General Fund as reimbursement for payment of principal and interest
on bonds authorized to be issued under this chapter or Chapter 15
I(:wn‘zlmencing with Section 13999) that have been paid from the General

und.

(g) As approved annually by the Legislature in the Budget Act, the
department, notwithstanding subdivision (b), may expend money
repaid to the state pursuant to any contract executed pursuant to this
chapter as necessary for the administration of contracts entered into by
the department pursuant to this chapter. However, the expenditures
may not in angmyear exceed 1.5 percent of the amount repaid to the state
in that year. Charges incurred by the Attorney General in protecting the
state’s interests in the use and repayment of funds pursuant to this
chapter may be paid by the department from these funds. However, the
charges may not exceed 0.5 percent of the amount repaid to the state in
that year. Any of the foregosing sums approved by the Legislature in the
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cally revert to the General Fund.

12879.5. (a) The sum of twenty million dollars ($20.000.000) of the
money in the fund shall be deposited in the Local Water Projects
Assistance Account and shall be available for loans to local agencies to
aid in the construction of eligible projects.

(b) No eligible project may receive more than five million dollars
785,000,000) in loans from the department.

(c) In the administration of this section, the department and the
California Water Commission shall give prv{erence to projects involv-
ing the development of new basic water supplies which may include the
enlargement of existing dams and reservoirs, and for projects that will
remedy existing water supply problems. The department and
California Water Commission shall set priority for loans pursuar.
this section on the basis of the cost effectiveness of the proposed proj
with the most cost-effective projects receiving highest priority.

(d) If the water supply function of a dam and reservoir facility is
operationally limited or eliminated for dam safety purposes, pursuant
to Part 1 (commencing with Section 6000) of Division 3, the department
and the California Water Commission may give consideration to
projects which would rehabilitate the dam and reservoir for water
supply purposes. The rehabilitation of facilities may include compara-
ble replacement facilities.

(e) A copy of each application for a loan pursuant to this section
shall be transmitted by the department to the Department of Fish and
Game, the Department of Parks and Recreation, and the State Water
Resources Control Board. A report on each application shall be prepared
by the department and submitted to the Legislature, together with the
comments of those agencies to which the application was transmitted.
In the report, the department shall make findings as to the nature and
extent of the statewide interest in the project, the urgency of the need,
and the engineering feasibility, economic justification, and financial
feasibility ¢[7f the project.

(f) Not later than January 31, 1990, and each year thereafter, the
department shall submit to the Legislature an annual report on all
loans made pursuant to this chapter. The report shall cover loans made
by the department during the previous calendar year.

(g) The department shall not make loans pursuant to this section for
otherwise eligible projects whose benefits are more than 50 percent
derived from hydroelectric generation, as determined by the depart-

ment.

(h) The department may make loans to local agencies, at the interest
rates authorized pursuant to this chapter and pursuant to any terms
and conditions as may be determined necessary by the department, for
the purposes of financing feasibility studies of projects potentially
eligible for funding pursuant to this section. No single potential prz[»'ecl
shall be eligible to receive more than five hundred thousand dollars
($500,000), and not more than 10 percent of the total amount of bonds
authorized to be expended for purposes of this section may be expended

for those purposes. . .
12879.6. (a) The sum % Sforty million dollars (340,000,000) of *
money in the fund shall be deposited in the Water Conservation : ,
Groundwater Recharge Account and shall be available for ale

tion by the Legislature for loans to local agencies to aid in the
acquisition and construction of voluntary, cost-effective capital outlay
water conservation programs and groundwater recharge facilities.
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(b) No eligible project may recesve more than five million dollars
(85,000.000) in loans from the department.

(¢} The department shall set priority for loans under this section for
voluntary, cost-effective capital outlay water conservation programs on
the basis of the cost effectiveness of the proposed project, with the most
~amseffective projects recetving the highest priority.

1" The department shall set priority for loans under this section for

adwater recharge facilities for projects in overdrafted groundwater
basins and those projects in critical need, for projects whose feasibility
studies show the greatest economic justification and the greatest
engineering and hudrogeologic feasibility, as determined by the depart-
ment, and for projects (ocated in areas which have existing water
management programs.

(e) The department may make loans to local agencies. at the interest
rates authorized pursuant to this chapter and under any terms and
conditions as may be determined necessary by the department, for the
purposes of financing feasibility studies of projects potentially eligible
for funding pursuant to this section. No single potential project shall be
eligible to receive more than one hundred thousand dollars ($100,000),
and not more than 3 percent of the total amount of bonds authorized to
be expended for the purposes of this section may be expended for these
purposes.

Article 3. Fiscal Provisions

12879.7. Bonds in the total amount of sixty million doliars
{$60.000.000), exclusive of refunding bonds issued pursuant to Section
12879.15. or so much thereoj{zs is necessary. may be issued and sold to
provide a fund to be used for carrying out the purposes expressed in this
chapter and to be used to reimburse the General Obligation Bond
Expense Revolving Fund pursuant to Section 16724.5 of the Government
Code. All bonds herein authorized, which have been duly sold and
delivered as herein provided. shall constitute valid and legally binding
general obligations of the State of California, and the full faith and
credit of the State of California is hereby pledged for the punctual
payment of both principal and interest thereof.

12879.8. The bonds authorized by this chapter shall be prepared,
executed, issued, sold. paid, and redeemed as provided in the State
General Obligation Bond Law (Chapter 4 (commencing with Section
16720, of Part 3 of Division 4 of Title 2 of the Government Code), and
all of the provisions of that law apply to the bonds and to this chapter
and are hereby incorporated in this chapter as though set forth in full
in this chapter.

12879.9. (a) Solely for the purpose of authorizing the issuance and
= ' pursuant to the State Genemrfgbligation Bond Law, of the bonds
_ rized by this chapter, the Water Conservation Finance Committee
1s'nereby created. For purposes of this chapter, the Water Conservation
Finance Committee is “the committee” as that term is used in the State
General Obligation Bond Law. The committee consists of the Governor,
the Controller, the Treasurer, the Director of Finance, the Director of
Water Resources, and the Chairperson of the California Water Com-
mission, or their designated representatives. A majority of the commit-
tee may act for the committee.

(b) For purposes of the State General Obligation Bond Law, the
Department of Water Resources is designated the “board.”

12879.10. The committee shall determine whether or not it is
necessary or desirable to issue bonds authorized pursuant to this
chapter in order to carry out the actions specified in Sections 12879.5
and 12879.6, and, if so. the amount of bonds to be issued and sold.
Successive issues of bonds may be authorized and sold to carry out those
actions progressively, and it is not necessary that all of the bonds
authorized to be issued be sold at any one time.

12879.11. There shall be collected each year and in the same manner
and at the same time as other state revenue is collected, in addition to
the ordinary revenues of the state, a sum in an amount required to pa
the principal of, and interest on, the bonds maturing each year, and all
officers required bzalaw to perform any duty in regard to the collection
of state revenues shall collect that additional sum.

12879.12. Notwithstanding Section 13340 of the Government Code,
there is hereby appropriated from the General Fund in the State
Treasury, for the purposes of this chapter, an amount that will equal the
total of the following:

(a)” The sum annually necessary to pay the principal of, and interest
on, bonds issued and sold pursuant to this chapter, as the principal and
interest become due and payable.

(b) The sum which is necessary to carry out the provisions of Section
12879.13, appropriated without regard to fiscal years.

12879.13.  For the purposes of carrying out this chapter, the Director
of Finance may, by executive order, authorize the withdrawal from the

neral Fund of an amount or amounts not to exceed the amount of the
unsold bonds which the committee has, by resolution, authorized to be
sold for the purpose of carrying out this chapter. Any amounts

=" 1rawn shall be deposited in the fund to be allocated by the board
‘ 'ordance with this chapter. Any money made available under this

~3¥e.10n to the board from money received from the sale of bondsd:ngr the
purpose of carrying out this chapter shall be returned to the eral
Fund plus the interest that the amount would have earned in the Pooled
Money Investment Account.
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12879.14. All money deposited in the fund which is derived from
premium and accrued interest on bonds sold shall be reserved in the
fund and shall be available for transfer to the General Fund as a credit
to expenditures for bond interest.

12879.15. Any bonds tssued and sold pursuant to this chapter ma
be refunded by the issuance of refunding bonds in accordance witz
Article 6 (commencing with Section 16780) of Chapter 4 of Part 3 of
Division 2 of Title 2 of the Government Code. Approval by the electors
of the state for the issuance of these bonds shall include the approval z}f
any bonds issued to refund any bonds originally issued or previously
issued refunding bonds.

12879.16. The board may request the Pooled Money Investment
Board to make a loan from the Pooled Money Investment Account, in
accordance with Section 16312 of the Government Code, for the
purposes a(;f carrying out this chapter. The amount of the request shall
not exceed the amount of the unsold bonds which the committee has by
resolution authorized to be sold for the purpose of carrying out this
chapter. The board shall execute such documents as are required by the
Pooled Money Investment Board to obtain and repay the loan. Any
amounts loaned shall be deposited in the fund to K: allocated by the
board in accordance with this chapter.

12879.17. The Legislature hereby finds and declares that, inasmuch
as the proceeds from the sale of bonds authorized by this chapter are not
“proceeds of taxes” as that term is used in Article XIII B of the
California Constitution, the disbursement of these proceeds is not
subject to the limitations imposed by that article.

SEC. 2. Section 13459 of the Water Code is amended to read:

13459. (a) The sum of seventy-five million dollars ($75,000,000) of
the money in the fund shall be deposited in the Agricultural Drainage
Water Account is appropriated for expenditure in the 1986-87 fiscal year
for loans to agencies to aid in the construction of drainage water
management units for the treatment, storage, or disposal of agricultural
drainage water and the purposes set forth in this section. The board may
loan an agency up to 100 percent of the total eligible costs of design and
construction of an eligible project. Loans made in the 1986-87 fiscal year
may not be authorized sooner than 30 days after notification in writing
of the necessity therefor to the chairperson of the committee in each
house which considers appropriations, to the policy committee of the
Assembly as designated by the Speaker of the Assembly and the policy
committee of the Senate designated by the Senate Rules Committee,
and the Chairperson of the joint Legislative Budget Committee.

(b} Any contract for an eligible project entered into pursuant to this
section may include such provisions as determined by the ‘board and
shall include, in substance, all of the following provisions:

(1) An estimate of the reasonable cost of the eligible project.

(2) An agreement by the agency to proceed expeditiously with, and
complete, the eligible project; commence operation of the containment
structures or treatment works upon completion and to properly operate
and maintain the works in accordance with applicable provisions of law;
provide for payment of the agency's share of the cost of the project,
including principal and interest on any state loan made pursuant to this
section; and, if appropriate, apply for and make reasonable efforts to
secure federal assistance for the state-assisted project.

(c) Allloans pursuant to this section are subject to all of the following
provisions:

(1) Agencies seeking a loan shall demonstrate, to the satisfaction of
the board, that an adequate opportunity for public participation
regarding the loan has been provided.

(2) Any election held with respect to the loan shall include the entire
agency except where the agency proposes to accept the loan on behalf
o? a specified portion, or portions, of the agency, in which case the
referendum shall be held in that portion or portions of the agency only.

(3) Loan contracts may not provide a moratorium on payment of
principal or interest.

(4) Loans shall be for a period of up to 20 years with an interest rete
set annuelly by the board at 50 pereent of the interest rate eomputed by
the true interest eest method on bends mest issued pursuant to
his ehapter. The interest rate for the loans shall be set at a rate equal
to 50 percent of the interest rate paid by the state on the most recent sale
of state general obligation bonds, with that rate to be computed
according to the true interest cost method. When the interest rate so
determined is not a multiple of one-tenth of 1 percent, the interest rate
shall be set at the next higher multiple of one-tenth of 1 percent. The
interest rate set for each contract shall be applied throughout the
contract’s repayment period. There shall be a leveYannual repayment of
principal and interest on loans.

(5) The board in considering eligible projects shall give preference to
technologies which treat drainage water where the board finds that the
technology is readily available and economically feasible for the asency.

(6) No single project may receive more than twenty million dollars
($20,000,000) in llt))an proceeds from the board.

(d) The board may make loans to local agencies, at the interest rates
authorized under this section and under any terms and conditions as
may be determined necessary by the board, for p ses of financing
feasibility studies of projects potentially eligible for funding under this
section. No single potential project shall be eligible to receive more than
one hundred tiousand dollars ($100,000), and not more than 3 percent
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of the total amount of bonds authorized to be expended for purposes of
this section may be expended for this purpose. A loan for a feasibilitv
study shall not decrease the maximum amount of any other loan which
mav be made under this section.

SEC. 3. Section 13999.3 of the Water Code is amended to read:

13999.3. ¢a) There is in the State Treasury the 1954 State Clean
Water Bond Fund, which fund is herebv created. There shall be
established in the fund a Clean Water Construction Grant Account for
the purpose of implementing Section 13999.8, a Small Communities
Assistance Account for the purpose of implementing Section 13999.9. a
Water Reclamation Account for the purpose of implementing Section
13999.10 and a Water Conservation Account for the purpose of imple-
menting Section 13999.11.

(b) From time to time. the board may modify existing accounts in the
fund, or may establish other accounts in the fund, and in ail other bond
funds administered by the board, which the board determines are
appropriate or necessary for proper administration.

SEC. 4. Section 13999.3 of the Water Code is amended to read:

13999.5. (a) The committee is hereby authorized and empowered
to create a debt or debts, liability or liabilities. of the State of California,
in the aggregate amount of three hundred twenty-five million dollars
(8325.000,000), in the manner provided in this chapter. The debt or
debts, liability or liabilities. shall be created for the purpose of providin
the fund to be used for the object and work specified in this section an
in Sections 13999.6, 13999.8, 13999.9, 13999.10, 13999.11. and 13999.14.

(by The board is authorized to enter into contracts with municipal-
ities having authority to construct, operate, and maintain treatment
works and reclamation projects, for grants and loans to the municipal-
ities to aid in the construction of eligible projects and eligible water
reclamation projects and may adopt rules and regulations necessary to
carry out the provisions of this chapter.

(c) As approved by the Legislature annually in the Budget Act, the
board may, by contract or otherwise, undertake plans, surveys, research,
development, and studies necessary, convenient, or desirable to carry
out the purposes of this division, and may prepare recommendations
with regard thereto, including the preparation of comprehensive
statewide or areawide studies and reports on the collection, treatment,
and disposal of waste under a comprehensive cooperative plan.

(d) As approved by the Legislature annually in the Budget Act, the
board may expend bond funds necessary for administration of this
chapter.

(e) Not more than 5 percent of the meney depesited 1 the fund fotal
amount of the bonds authorized to be issued under this chapter may be
used for purposes of subdivisions (¢) and (d).

(f) As approved by the Legislature annually in the Budget Act, the
department may direct grants and loans to any public agency or, by
contract or otherwise, undertake plans, surveys, research, development,
and studies necessary, convenient, or desirable to carry out voluntary,
cost-effective capital outlay water conservation programs.

(g) The board may expend funds necessary to reimburse the General
Obligation Bond Expense Revolving Fund pursuant to Section 16724.5
of the Government Code.

SEC. 5. Section 13999.10 of the Water Code is amended to read:

13999.10. (a) The sum of twenty-five million dollars ($25,000,000) of
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the monev in the fund shall be deposited in the Water Reclamation
Account and is appropriated for loans to municipalities for eligible
water reclamation projects which will provide water for beneficial uses.

The board may lcan a municipality up to 100 percent of the total
eligible costs of design and construction of a reclamaton project.

(b) Any contract for an eligible water reclamation project er
into pursuant to this section may include such provisions as detern. J
by the board and shall include both of the following provisions:

(1) An estimate of the reasonable cost of the eligible water reclama-
tion project.

(2) An agreement by the municipality to proceed expeditiously with,
and compiete, the-eligible water reclamation project: commence oper-
ation of the project in accordance with applicable provisions of law:
provide for payment of the municipalitv's share of the cost of the
project, inciuding principal and interest on any state loan made
pursuant to this section; and, if appropriate. apply for and make
reasonable efforts to secure federal assistance, other than that available
pursuant to the federal Clean Water Act, for the state-assisted project.

(¢) Loan contracts may not provide for a moratorium on payments of
principal or interest.

(d) (1) Anv loans made from the Water Reclamation Account shall
be for a period of up to 25 vears with an interest rate set annusity by the
boerd at 50 pereent of the average interest rate paid by the state on

for rew teans . The interest rate for the loans shall be set at a rate equal
to 50 percent of the interest rate paid by the state on the most recent sale
of state gemeral obligation bonds, with that rate to be computed
according to the true interest cost method. When the interest rate so-
determined is not a multiple of one-tenth of 1 percent. the interest rate
shall be set at the next higher multiple of one-tenth of 1 percent.

(2) All principal and interest from loans shall be returned to the
Water Reclamation Account for new loans.

(e) Funds available under this section may be used for loans pursuant
to subdivisions (f), (g), and (h) of Section 13999.8 if the Clean Water
Construction Grant Account is depleted. All principal and interest on
any such loans shall be repaid to tge Water Reclamation Account.

(i No single project may receive more than ten million dollars
(810,000,000, from the board.

SEC. 6. Section 13999.17 is added to the Water Code, to read:

13999.17. (a) Notwithstanding any other provision of this chapter
and to the extent permitted by federal and state law, the money in +he
fund may be used to rebate to theTfederal government all arbi:
profits required by the Federal Tax Reform Act of 1986 or
amendment thereof or supplement thereto. To the extent that the m
in the fund may not be used for that purpose due to restraints of federal
or state law, any rebates required shall ’Z’:paid rom the General Fund
or from other sources as required by the Legislature.

(b) Notwithstanding any other provision of law, rule, or regulation,
the board may enter into contracts, or procure those services and
equipment, which may be necessary to ensure prompt and complete
compliance with any provisions relating to the fund imposed by either
the Federal Tax Reform Act of 1986 or the federal act.
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