Budget Options for the
Muniapal Regional Permit
Report to the

Transportation, Water, and Infrastructure
Committee

April 10, 2017
By

Public Works Department

"Accredited by the American Public Works Association”
255 Glacier Drive Martinez, CA 94553-4825
TEL: (925) 313-2000 « FAX: (925) 313-2333
wnanar ~rcmnthlicarbe Ara



2015 Municipal Regional Permit
Report to the Transportation, Water, and Infrastructure
Committee

April 10, 2017

Introduction

This Options Report to the Transportation, Water, and Infrastructure Committee
(Committee) explores and provides recommendations to the Committee for
implementing the Municipal Regional Permit adopted by the Regional Water Quality
Control Board (Regional Board) in November 2015 (MRP 2.0). This is the third and final
report on this topic. The first report to the Committee on June 9, 2016, the Policy
Report, provided an overall background and history of past stormwater permits that
have led to the current permit, current permit requirements, and policy implications of
implementing MRP 2.0. These new permit requirements also have fiscal implications,
which were reviewed in detail in the second report to the Committee, the Financial
Report, on October 13, 2016.

Since the last meeting before the Committee on October 13, 2016, staff has gathered
more detailed information on implementing permit requirements and acquired better
data on implementation costs. Staff met with Regional Board staff on December 7,
2016, and reviewed the assumptions and interpretation of permit requirements used to
develop estimated implementation costs. There were several interpretations of permit
requirements that were incorrect and impacted implementation costs, which are
discussed below. Staff also developed a strategic plan to implement MRP 2.0 in the
most economical and effective manner. The options and recommendations presented
in this report reflect the results of that strategic planning effort.

Financial Report Assumptions

The Financial Report drove home the point that PCB costs were far and away the most
expensive provision of MRP 2.0. The report provided a worst case cost scenario,
assuming a modest amount of source properties and a small amount of private
development treating PCBs, and the County implementing the bulk of the PCB load
reduction measures. The worst case scenario cost for the total five-year MRP 2.0
permit is about $200 million. This is the corrected and updated cost estimate. A
complete discussion of the assumptions and corrections is included in Appendix A. To
reiterate the overarching role PCBs play in this worst case cost scenario, the cost for
PCBs represents 92% of the total five-year permit cost.

Best Case Scenario
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Having established the high end of the potential costs with the worst case scenario,
perhaps it would be instructive to develop the low end of potential costs with a best
case scenario. Since PCB control measures drive the high costs, a best case scenario
would involve eliminating or drastically reducing Green Infrastructure implemented by
the County. The absolute best case scenario, or Optimal Best Case Scenario, would
eliminate any Green Infrastructure project costs incurred by the County. Under this
scenario, all PCB load reductions would be met either with source property referrals or
private development. The County would still incur costs associated with the additional
trash requirements and planning aspects of Green Infrastructure, and increased costs to
maintain source properties. Under this Optimal Best Case Scenario, the total five-year
permit cost is about $26 million, and reflects updated cost and assumptions from those
used in the Financial Report. This is shown summarized in Table 1 and in more detail in
Table 1 Support and Appendix A.

It seems extremely unlikely the County will not have any Green infrastructure project
costs. It makes sense, therefore, to look at a second best case scenario, the
Conservative Best Case Scenario, where the County has a modest amount of Green
Infrastructure retrofit project costs. This scenario assumes the County is responsible
for constructing Green Infrastructure projects to meet the minimum required in the
permit, which is a 3.51 gram load reduction. To meet this requirement, it is assumed
the County would need to implement projects that would treat a 78 acre mix of Old
Industrial and Old Urban land uses at a total scenario cost of about $50 million. This is
shown summarized in Table 2 and in more detail in Table 2 Support and Appendix A.

Most Likely Scenario

Exhibit 1 summarizes all three scenarios, showing a range of $200 million to $25.8
million/$49.8 million. This range is too broad to effectively plan and budget for MRP
2.0 compliance costs. For planning purposes, a Most Likely Scenario needs to be
developed. There are two critical components in developing such a scenario, the two
components that impact County PCB costs the most: source properties and private
development. Each of these components is discussed below.

- Source Properties. Last year the Contra Costa Clean Water Program (Clean Water
Program) contracted with a consultant to identify source properties throughout the
County. The consultant researched over 1500 properties and eventually developed
a list of source properties shown on Table 3. Table 3 identifies 173.06 grams of
PCBs available from source properties to date. MRP 2.0 provides a 50% credit to
source properties referred to the Regional Board and 50% credit upon completion of
a remediation project. Remediation of source properties often takes many years,
certainly beyond the term of this permit, so only 50% credit is allowed with these
source properties. This results in a load reduction of about 87 grams. There is a
question whether the Regional Board will accept all of these source properties for
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referral. However, if they accept all these source properties then the balance
needed for meeting the 90 gram load reduction for 2018 is only 3 grams. In 2020
the load reduction need grows to about an additional 100 grams. Due to the 50%
credit, this would require identifying source properties with about 200 grams of PCB
loading. It makes sense to hire a consultant to scour the County again looking for
source properties, but it's unlikely many will be identified, and those that are
identified will tend to have smaller yields. At this juncture it seems hopeful to
assume this effort could result in identifying 100 grams of PCB loading resulting in
50 grams of load reduction credit.

Private Development. Assuming we identify 50 grams of load reduction through
source properties, that means all co-permittees must achieve an additional 50 gram
load reduction. A 50 gram load reduction would require treating 578 acres of Old
Industrial land or 1650 acres of Old Urban. If a private development fully
remediates its project through an approved remediation plan, such as capping the
property, then the control measure is allowed 100% credit. If a private
development project uses green infrastructure to treat the stormwater and remove
PCBs, then credit allowed for the control measure is reduced by a 70% efficiency
factor. It is more likely for a project in an Old Industrial area to follow a
remediation plan and it is common for a project in an Old Urban area to use green
infrastructure. For planning purposes it is assumed that 75% of the Old Industrial
land will be subject to remediation and 25% to green infrastructure, while 100% of
the Old Urban land is assumed to use green infrastructure. With this assumption
then, the total acreage needed for treatment is 640 acres in Old Industrial areas or
2360 acres in Old Urban areas. For comparison purposes, 2360 acres is about the
size of El Cerrito. The County's 15.26% share of this is 98 acres in Old Industrial
areas or 360 acres in Old Urban areas. To meet MRP 2.0 requirements, the green
infrastructure or remediation project treating this acreage must be completed by
June of 2020.

If 98 acres in Old Industrial and 360 acres in Old Urban areas are treated by private
development, then County development projects will have reduced PCB loads by 8.5
to 10.9 grams. Staff reviewed the amount of PCBs private development projects
have treated over the past several years. Table 4 shows the average PCBs treated
over the last four years is 0.2 grams per year. Over the five-year permit term this
would result in 1.0 grams, quite a bit less than the goal of about 10 grams. This
would leave about 9 grams to be treated with County projects at a cost of $43
million, assuming projects treating a mix of 200 acres in Old Industrial and Old
Urban areas.

Adding to the $43 million cost for PCBs the costs for the other additional provisions plus
the MRP 1.0 costs, then the total estimated cost for the most likely scenario over the
five-year MRP 2.0 is about $69 million. This is shown summarized in Table 9 and in
more detail in Table 9 Support and Appendix A.
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Strategic Plan Recommendations

Staff has been working on a Strategic MRP 2.0 Implementation Plan to identify the most
cost-effective control measures to meet permit compliance. In developing the Strategic
Plan, staff first identified the unit cost of load reduction for each control measure. This
allowed a comparison of which control measures were more cost-effective. Staff then
developed a list of recommended control measures, with the estimated cost for
implementing each control measure along with its "pros" and "cons". The
recommended control measures are arranged by priority, with Tier 1 measures
recommended for implementation in 2017 and Tier 2 measures recommended for
further evaluation in 2018. Below are the strategic recommendations for the four
additional requirements contained in MRP 2.0.

1. PCBs

The unit cost per gram load reduction for each PCB control measure is summarized in
Table 5, and the recommended control measures for the FY 2017/18 budget to meet
PCB load reduction requirements in 2018 and 2020 are summarized in Table 6. The
following is a brief discussion of the top tier recommendations:

- Green Infrastructure Project. Even though the implementation cost per gram of
this recommendation is high, staff believes it is important to gain experience with
developing green infrastructure projects. In addition it shows the County is
committed to meeting permit requirements. A project will be scoped out on County
owned property that will, to the greatest extent practicable, be multi-objective and
enhance the community.

- Private Development. Constructing PCB treatment facilities is very expensive and
it makes sense to maximize the credit available through private development. There
are two recommendations that pertain to identifying and maximizing PCB credits on
private development projects.

- Source Properties. Identifying source properties and referring them to the
Regional Board is the most cost-effective control measure to meet PCB load
reduction requirements. Even though the Clean Water Program searched the
County last year for source properties, there may still be some opportunities,
especially around PG&E facilities and currently operating and/or abandoned railroad
operations. There is also a recommendation to work with other agencies in the Bay
Area on "mega" source properties that have huge amounts of PCBs, such as former
manufacturing sites or closed Army/Navy bases. However, this is a second-tier
recommendation as it will take some time to determine the institutional
arrangements necessary to achieve it.
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County Projects. There are two recommendations that would incorporate green
infrastructure into the County’s various capital improvement programs. One centers
around buildings and would include, for example, construction of building facilities,
parking lots, etc. to include green infrastructure features and demolition of buildings
to manage proper disposal of caulk and other PCB laden materials. The other
centers around infrastructure and would include, for example, construction of roads,
parks, airports, etc. Later in this report are two budget proposals, one a
constrained, strategic, resource-based budget, and the other an unconstrained
compliance-based budget. The approach in the unconstrained budget would be to
apply green infrastructure to all projects regardless of location. The approach in the
constrained budget would be to remove funding for green infrastructure
components in County projects located in New Urban or Open-Space areas and
reallocate the funds to a green infrastructure project in an Old Industrial area. This
approach maximizes PCB load reduction return on investment.

2. Trash

The unit cost per one-percent load reduction for each trash control measure is

summarized in Table 7, and the recommended control measures to meet 2017 trash
load reduction requirements are summarized in Table 8. The following is a brief
discussion of the top tier recommendations:

Full Trash Capture Devices. This measure would appropriate a "not to exceed"
budget amount to install full trash capture devices on about 160 drainage
inlets. The maximum budget amount is recommended to be $300,000. This shows
a commitment to achieving our trash goals and results in a significant load
reduction.

On Land Cleanup. This is the most effective way of meeting the 70% load
reduction requirements by June 2017. Contracts are already in place to perform
trash pickup services throughout the County. It is fairly straightforward to extend
the service area or increase the frequency of service within an existing service area
to achieve the best results.

Adopt-a-Spot. This program is patterned after the successful Adopt-a-Road
program. In this case neighborhoods can adopt a drainage inlet, drainage facility,
or trash area to keep it clean. This program may not be the most cost effective,
however, it does add community value and pride in maintaining a clean
neighborhood.

Plastic Bag/Polystyrene Ban. To receive a trash load reduction credit for
banning plastic bags, the County must identify what load plastic bags represent in
the County’s trash and how it compares to regional models. Recycle More did a
study and found that the local statistics for plastic bags was a 95% match to the
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regional model and was able to use the regional model numbers to determine the
level of credit (8% for plastic bags and 6% for polystyrene containers). It is
assumed this will be representative throughout the County. The County must also
demonstrate, through monitoring, the degree to which the ban is being carried out
in unincorporated communities. This is a fairly cost-effective control measure and
should be pursued. The County would not be able to receive credit for a
Polystyrene container ban in 2017 because of the time it would take to develop an
ordinance and implementing program, so it is a Tier 2 recommendation. However, it
is recommended to fund the ordinance development in FY 2017/18 so credit can be
taken before the 80% trash load reduction requirement goes into effect in 2019.

Direct Trash Discharge Control Plan. MRP 2.0 allows the County up to 15%
load reduction for controlling problematic sources of trash in creeks, such as
homeless encampments and illegal dumping. This load reduction allowance, or
offset, is particularly attractive on the one hand as it is like a "tax credit" where the
15% credit is given irrespective of the underlying trash generation area or prior load
reduction activities. On the other hand, beginning in 2019 three times more load
must be removed to attain the same credit as in 2017. The Plan must outline a
comprehensive program to remove trash from creeks and prevent future trash
deposit and accumulation. The Plan was submitted on February 1, 2017, and must
be approved by the Regional Board. However, it is unclear if the Regional Board will
allow the Plan to be applied in the 2017 reporting period or if it will only be allowed
in future reporting periods starting in 2018.

- Creek Cleanups. This is another 10% maximum allowance similar to the Direct
Trash Discharge Control Plan. This control measure is cost-effective as it utilizes
volunteer labor to do the bulk of the cleanup work. MRP 2.0 requires creeks to be
cleaned out twice a year to qualify for this allowance.

3. Green Infrastructure

Construction of Green Infrastructure facilities is the predominant green infrastructure
cost and is included in the PCBs section. The remaining Green Infrastructure
requirement costs primarily cover administrative and planning activities. There are no
unit costs or a cost comparison table for this work.

4. Mercury

All of the Mercury load reduction requirements are met by implementing PCB control
measures. As a result, there are no unit costs or a cost comparison table specific to
Mercury.

Budget Options for FY 2017/18
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All of the Tier 1 recommendations from Table 6 and Table 8 were used to build a
proposed budget for Fiscal Year 2017/18, along with a few select partially-funded Tier 2
recommendations. There were several criteria used to determine which control
measures should be recommended for funding. Certainly, cost effectiveness outlined in
Tables 5 and 7 was a factor, along with the ability to have a long-term impact on
reaching the objective of improving water quality. Two other criteria were also used,
the ability for a recommendation to influence or change behavior and the ability to
improve an area by adding value to the community.

The proposed budget for Fiscal Year 2017/18 is outlined in Table 10. The budget
shows the baseline costs of MRP 1.0, projected from earlier years, and the cost of the
MRP 2.0 additional provisions, which added together provide the total MRP 2.0
budget. This budget is also a resource-based budget and constrained to respect the
revenue sources available for funding these program activities. Although constrained, it
does include some realignment of past funding which is described in more detail below.

Table 11 is a budget which is prepared based on the Most Likely Scenario outlined
above and is a significantly larger budget. This budget is beyond our ability to finance
with our dedicated revenue source and modest proposed realignments. The green
infrastructure cost for Fiscal Year 2017/18 represents an estimated 15% for planning
and project development to construct $43 million in capital projects by 2020. Table 12
shows total costs for the resource-based scenario and the most likely scenario over the
five-year permit term. The revenue-based scenario holds a constant $700,000 cost for
PCB load reduction each year.

Policy Implications of Budget Realignments

The proposed resource-based budget outlined in Table 10 includes some realignment of
program responsibility and program funding. For the past 20 years there was more
than adequate funding from the dedicated Stormwater Utility Assessment 17 (SUA 17)
funds to comply with all stormwater permit requirements plus cover costs that were
related to but not a specific requirement of the permit. Last year, compliance costs
exceeded SUA 17 revenue and the program surplus was depleted. To meet this year's
budget, it is necessary to look at some budget realignments which are described in
more detail below.

- Bethel Island Municipal Improvement District. Many years ago, the Bethel
Island Municipal Improvement District (BIMID) petitioned the County to receive
some SUA 17 funds for drainage maintenance and water quality activities. This
proposed realignment may impact the amount of SUA 17 funds distributed to BIMID
depending on the amount of pollution reduction services they perform. Some
drainage maintenance was funded throughout the County with SUA 17 in the past,
but going forward there will be no SUA 17 funding available for this type of activity.
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Street Sweeping. When the Stormwater Utility Assessment was adopted in 1993
it presented a new revenue stream that could be used to fund certain County
services. One of those was street sweeping. During MRP 1.0, baseline trash levels
were developed and used to calculate compliance for meeting trash reduction
requirements. Historic County street sweeping was counted in determining the
baseline trash levels, so there is no "credit" for those expenditures in meeting trash
reduction targets. A realignment of street sweeping costs could occur by allocating
those costs that receive no credit (pre-baseline) to the General Fund. Those street
sweeping costs that help meet trash reduction targets would still be paid with SUA
17 funds.

Flood Control District subsidies. The Flood Control District provides flood
protection services to many cities and communities in the County. Some watersheds
have inadequate funding due to low tax rates that were locked in when Proposition
13 was passed in 1978. In these cases the Flood Control District looks to the city
being served to help fund flood protection services. For unincorporated
communities the Flood Control District turns to the County. Since 1993, the County
has been using SUA 17 funds to help pay for flood protection services in the Wildcat,
San Pablo, Rodeo, and Kellogg Creek watersheds. Each year the County spends
about $350,000 per year to fund flood protection services in the unincorporated
communities in these watersheds. The proposed realignment of this funding would
free up additional SUA 17 revenue for MRP permit compliance.

Funding Shifts to Other County Departments. In the past, SUA 17 funded all
activities associated with the stormwater permit, regardless of what department
performed the activity. The proposed budget includes realignment of funding to
those departments that conduct the permit required activities. For example, other
departments conduct industrial and commercial site inspections, inspections for illicit
discharges, and have been actively involved in the plastic bag ban program. The
proposed budget reflects the reality that MRP 2.0 is a County permit not a Public
Works Department permit.

Storm Damage. To complicate the budget discussions this year, the Public Works
Department and County must address what is currently estimated to be $13 million
in damage from winter storms.

Consequences of Non-Compliance

The Regional Board must issue the County a stormwater permit as required by and with
authority from the Environmental Protection Agency and the federal Clean Water
Act. The Regional Board also has authority through State statute that is, in many
cases, more stringent than the Clean Water Act. When a permittee is in non-
compliance, the Regional Board can issue a Notice of Violation and levy fines of $37,500
per violation per day through federal authority, and $10,000 per violation per day
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through State authority. The largest exposure from non-compliance, however, is from
third party lawsuits. If the Regional Board finds the County in non-compliance it is
highly likely the County would lose any lawsuit and face a very expensive settlement
agreement or court decision.

Conclusion

It is difficult to plan and budget for MRP 2.0, as the most expensive requirement, PCB
load reductions, is not within our control. Satisfying the load reduction requirement
starts at the Bay Area level, then is viewed at the County level, and then viewed at the
municipal level. The requirement for the Bay Area is to reduce PCB loads by 3
kilograms by 2020. If one agency cleans up a "mega" property resulting in a 3 kilogram
reduction, then all Bay Area permittees have met their permit requirement. If the Bay
Area goal is not met, then each County must meet its own separate goal. For Contra
Costa, our load reduction target is 560 grams countywide. If one of the cities in our
County cleans up a highly polluted property that meets the 560 gram target, then all
permittees within Contra Costa County have met their requirement. If collectively we
do not meet our 560 gram target, then each municipality has a specific load reduction
target that must be met, which for unincorporated Contra Costa County is 85.5
grams. So it is possible some other jurisdiction will meet our requirement for us, but if
not then we will have to meet it all on our own.

However murky that seems, it is clear we cannot build ourselves out of the PCB load
reduction requirement. Not when the costs range up to $200 million. The proposed
resource-based budget demonstrates a commitment to building a green infrastructure
project and incorporating green infrastructure into our capital improvement
programs. Beyond that, we will have to rely on private development, identifying
additional source properties, and negotiating with owners of "mega" source properties
to meet our load reduction requirements.

Staff requests direction from the Committee, and recommends implementing the
strategies outlined in this report and funded in the resource-based budget, and
providing direction on the Next Steps outlined below.

Recommended Next Steps

Board of Supervisors. Forward this report to the full Board for approval with a
recommendation on an implementation budget.

Other Departments. Direct staff to work with the other departments identified in the

constrained budget and assess their ability to fund various permit compliance activities
as proposed.
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Street Sweeping. Direct staff to determine where street sweeping can be reduced in
pre-2009 areas to reduce impact on the General Fund and identify any resultant impact
on community expectations of reducing municipal services.

Flood Control District Subsidies. Direct staff to come back to the Committee with a
separate report on Flood Control District finances and the subsidies issue.

BIMID. Direct staff to review the agreement with BIMID to determine what activities
meet pollution reduction permit requirements and can continue to be funded with SUA
17 funds.

Resource Plan. Direct staff to prepare a resource plan to provide the staffing and
resources necessary to implement the activities proposed in this report.

Mid-Year Budget Review. Direct staff to return to the Committee in six months to
report on the status of meeting MRP 2.0 permit targets, the cost to date to achieve the
targets, the projected costs to complete the work for fiscal year 2017/18, and status of
revenue sources needed for permit compliance.

RMA:Iz
G:\fldctl\Mitch\MRP\Report to TWIC 4-10-17.docx
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Exhibit 1
MRP 2.0 Compliance Costs for Unincorporated Contra Costa County

1. MRP 2.0 requirements for unincorporated Contra Costa County

Reduce trash 70% by 2017 and 80% by 2019.

Achieve 28.48 grams PCB load reduction by 2020 (County's 15.26% share of 560
grams countywide, plus 67% credit for debris management program).

Achieve at least 3.51 grams PCB load reduction through Green Infrastructure by
2020 (23 grams countywide).

Achieve at least 1.37 grams Mercury load reduction through Green Infrastructure
by 2020 (9 grams countywide).

2. Assumptions

- Mercury reduction requirements are met with PCB load reduction control measures.
County will adopt a PCB demolition management program and receive 67% credit.
- Old Urban/Industrial land uses are pre-1980 development shown on ABAG maps.

3. MRP 2.0 compliance costs for unincorporated Contra Costa County

Worst Case Scenario: Total five-year permit cost is $200,000,000

1.5 grams PCBs from development (10 acres Old Industrial/Urban per year)

1.0 grams PCBs from source properties (net load reduction after 50% credit)
1.0 grams PCBs from street sweeping in Old Industrial areas

0.14 grams PCBs diverting stormwater at the North Richmond Pump Station

24.84 grams PCB load reduction with public retrofit GI projects:

»= Treating 615 acres Old Urban/Old Industrial land use mix

= $215,000 Green Infrastructure cost per treated acre

= 70% efficiency factor for Green Infrastructure

o PCB control measures represent 92% of total costs

0 O O O O

- Optimal Best Case Scenario: Total five-year permit cost is $25,800,000
o 24.97 grams PCB load reduction met with source property referrals
o 3.51 grams PCB load reduction met with private development

- Conservative Best Case Scenario: Total five-year permit cost is $49,800,000
o 24.97 grams (87.7%) PCB load met with source properties or private
development
o 3.51 grams (12.3%) PCB load met with public GI retrofit projects ($24,000,000)
= Treating 78 acres Old Urban/Old Industrial land use mix
= $215,000 Green Infrastructure cost per treated acre with 70% efficiency

G:\fldctl\Mitch\MRP\MRP Exhibit 1. 4-10-2017.docx
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