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  CITY OF SANTA BARBARA

COUNCIL AGENDA REPORT

AGENDA DATE:
April 12, 2016
TO:
Mayor and Councilmembers
FROM:
Water Resources Division, Public Works Department
SUBJECT:
Introduction Of Ordinance To Increase Loan Amount For Wastewater Plant Upgrades From $20,000,000 To $31,388,033
RECOMMENDATION:  That Council:
A. Introduce and subsequently adopt, by reading of title only, An Ordinance of the Council of the City of Santa Barbara Authorizing the Approval and Execution by the Public Works Director of Amendment No. 1 to the Installment Sale Agreement for the Air Process Improvement Project Clean Water State Revolving Fund Project No. 7857-110 Agreement No. 14-809-550; and

B.
Transfer $50,000 from the Wastewater Capital Fund to the Air Processing Improvement SRF Loan Fund for ineligible loan proceeds for extended warranty costs for equipment.
DISCUSSION:

Background
The El Estero Wastewater Treatment Plant (El Estero) processes approximately six million gallons of wastewater each day. It was originally constructed in 1952; however, a majority of El Estero’s current infrastructure was constructed in 1978. While El Estero provides suitable secondary effluent quality to meet all regulatory requirements, the need to replace aging infrastructure was an opportunity to also improve the consistency of the secondary effluent, which is desired for recycled water treatment.  

Although consistent improvements to maintain treatment quality have been made over the past several years, El Estero nonetheless has had longstanding issues with highly variable secondary effluent quality, operational inflexibility, and energy inefficiency.  Therefore, on June 29, 2010, Council awarded a contract to Brown and Caldwell (BC) to prepare an Assessment Report to evaluate and develop recommendations to improve the secondary treatment process. BC, working with staff, evaluated several alternative operational approaches for improving the secondary treatment process, which resulted in staff’s recommendation to pursue the Air Process Improvement Project (Project).
On October 11, 2011, Council awarded a contract to BC to prepare a Preliminary Design Report (PDR) and, on January 15, 2013, a second-phase PDR for the Project. Combined, these two PDRs formed the basis for final design.     
On September 9, 2014, Council awarded a contract to BC for Phase I of the final design for the Project. At that time, the City had initiated an application for a Clean Water State Revolving Fund (SRF) Installment Sale Agreement to finance the design and construction of this Project. City staff anticipated an executed agreement with the State of California within a few months. The SRF Agreement was later executed, and Phase 2 of the final design was awarded to BC on December 16, 2014.  
On March 22, 2016, Council awarded a construction contract to Stanek Constructors, Inc., for construction of the Project. Council also authorized contracts with MNS Engineers, Inc., BC, and Dudek for professional services during the construction phase, and increased estimated revenues and appropriations in the Wastewater State Revolving Fund Loan Fund (SRF Fund), for a total amount of $31,438,033.  At that time, the City was anticipating that the State would process an amendment to the SRF Agreement within a few months, thereby increasing the maximum not-to-exceed amount from $20 million to $31,438,033, the total Project cost.  Amendment No. 1 to the SRF Agreement has now been received from the State Water Resources Control Board and is submitted to the City Council for consideration and approval. 
Project Description
The work consists of modifications to El Estero’s secondary treatment process, the nitrification/denitrification system, upgrades to the existing aeration and secondary clarifier sludge withdrawal systems, and implementation of a nitrate return to address odor control issues and clarifier performance issues.  
The nitrification/denitrification process will produce a more stable secondary effluent, create higher-quality process water for subsequent production of recycled water, and will yield a higher quality of treated effluent discharge into the Pacific Ocean.  
Installment Sale Agreement
On September 16, 2014, Council adopted an ordinance authorizing the approval and execution of the SRF Agreement for the Project.  The SRF Agreement was for a 20-year loan, in the maximum amount of $20 million, at an interest rate of 1.9 percent. In addition to the ordinance, the City adopted several resolutions. City Council Resolution No. 13-009 allowed reimbursement for certain expenditures made prior to the final approval of the SRF Agreement. On December 8, 2015, Council amended Resolution No. 13-009 in recognition that the City intended to apply for an increase to the loan for a maximum principal amount of $35 million, and authorized reimbursement of expenditures.  Staff has submitted a Final Budget Approval to the State to amend the SRF Agreement amount based on actual expected costs rather than the budgetary costs that the City provided during the initial SRF process. 
The City has now received Amendment No. 1 to the SRF Agreement, increasing the maximum amount from $20 million to $31,388,033.  The financing terms remain the same, at 1.9 percent for 20 years.  However, this amount is $50,000 less than the total Project cost of $31,438,033.  The State determined that extended warranty for equipment is not eligible for SRF financing.   City staff has reviewed the Amendment No. 1 provided by the State and recommends that Council approve the Amendment and authorize the Public Works Director to execute the amended SRF Agreement by introduction and subsequent adoption of the Ordinance.  Staff will decrease expected revenues and expenses in the SRF Fund by $50,000, to match the SRF Agreement maximum principal amount of $31,388,033.  There are sufficient funds available in the Wastewater Capital Fund, El Estero Equipment Rehabilitation Project, to cover the $50,000 of ineligible costs for extended warranty. 

SUSTAINABILITY IMPACT:

This Project will improve water quality for both recycled water production and treated effluent discharge into the ocean. It will also provide for more energy efficient equipment

at El Estero, as the blowers, the number one energy demand for El Estero, will be updated to a more energy-efficient model.  
PREPARED BY:
Lisa Arroyo, Wastewater System Manager/mh
SUBMITTED BY:
Rebecca J. Bjork, Public Works Director
APPROVED BY:
City Administrator’s Office
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