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CITY OF SANTA BARBARA


COUNCIL AGENDA REPORT

AGENDA DATE:
November 16, 2010
TO:
Mayor and Councilmembers

FROM:
Water Resources Division, Public Works Department 
SUBJECT:
State Revolving Fund Loan For The William B. Cater Water Treatment Plant And Ortega Groundwater Treatment Plant Projects
RECOMMENDATION:  
That Council adopt, by reading of title only, A Resolution of the Council of the City of Santa Barbara Amending Resolution No. 09-090 Identifying and Dedicating a Source of Revenue to Repay a Safe Drinking Water State Revolving Fund (SDWSRF) Loan in an Amount of $29.92 Million to Finance Project Number 4210010-004 for the Advanced Treatment Project at the William B. Cater Water Treatment Plant and the Ortega Groundwater Treatment Plant Rehabilitation and Improvements Project.
DISCUSSION:
On November 17, 2009, Council adopted a resolution authorizing certain City officials to undertake actions required by a Notice Of Application Acceptance (NOAA) issued by the California Department of Public Health (CDPH) to the City for a $29,920,000 SDWSRF loan. Representatives of the Department of Public Health requested the amendment of the resolution to incorporate changes in the loan program and other terms, including that the source of the City’s funding be clarified and the dedicated revenue to repay the loan be clarified and specifically listed. 
Project Description

The Advanced Treatment (Ozone) Project at the William B. Cater Water Treatment Plant (Cater) and the Ortega Groundwater Treatment Plant (OGTP) Rehabilitation and Improvements Project both address upcoming water regulation compliance.  As a result, they are eligible to be funded through a low interest SDWSRF loan.

Ozone Project 
Cater treats the water for the City of Santa Barbara and the Montecito and Carpinteria Valley Water Districts. The Ozone Project is the culmination of many years of work to determine the best solution for the South Coast water agencies to comply with the upcoming Stage 2 Disinfection By-Products Rule (Stage 2 Rule), which will lower the allowable level of disinfection by-products in drinking water. The CDPH will implement the Stage 2 Rule in 2012.

The Ozone Project is a centralized solution that will install an ozonation facility at Cater, along with supporting chemical stations and a dewatering facility. The project will enable South Coast water agencies to consistently comply with the State 2 Rule; and it will also provide better tasting water. City staff presented the Ozone Project to, and received approvals from, the Boards of Directors for both the Montecito and the Carpinteria Valley Water Districts.  Through agreements, including a Joint Powers Agreement, the two agencies will pay a combined 39% of the estimated $20 million cost for the Ozone Project. 
The City has submitted the Project Plans and Specifications to the City’s Building and Safety Division for review and approval. The City has also submitted the Project Plans and Specifications to CDPH per the NOAA requirements to secure SRF loan funding. 

OGTP Rehabilitation and Improvements Project

The OGTP Rehabilitation and Improvements Project will refurbish the existing groundwater treatment plant and filters. Having the OGTP online will assist the City, Montecito and Carpinteria in meeting the Stage 2 Rule. Groundwater contains only trace amounts of disinfection byproducts; therefore, blending treated groundwater with treated surface water from Cater will effectively lower the levels of disinfection by-products in the distribution systems. Additionally, rehabilitating the existing OGTP will enable staff to more effectively use the City’s groundwater supplies, which is especially important during periods of drought or emergency. 
The City has submitted the Project Plans and Specifications to the City’s Building and Safety Division for review and approval. The City has also submitted the Project Plans and Specifications to CDPH per the NOAA requirements to secure loan funding. 

Loan Application and Action 

On January 13, 2009, City Council authorized the City Administrator to apply for a SDWSRF loan for the Ozone Project on behalf of the City. The estimated loan amount was $20 million. During the loan application period, CDPH representatives contacted City staff about extending the loan funding to the OGTP Rehabilitation and Improvements Project, since the project will also assist with Stage 2 Rule compliance.
The estimated project cost for the OGTP Rehabilitation and Improvements Project is $9.92 million. Staff had planned to use debt funding to finance the OGTP Rehabilitation and Improvements Project, but the low-interest SDWSRF loan is a better cost alternative. The City has received a letter from the CDPH (see Attachment) which serves as the NOAA. CDPH will encumber the funds for the SDWSRF loan in the amount of $29.92 million. The funds will be used for both projects per the agreements set forth in the NOAA letter. The final loan amount will be determined after the projects are bid. At that time, staff will return to Council for approval of the actual SDWSRF loan amount and award of contract for construction. 
The SDWSRF loan will cover 100% of the costs for both projects. Terms of the loan agreement include a 20-year repayment period at a fixed 2.5 percent interest rate. The City has already signed the NOAA and returned it to the CDPH to indicate the City’s acceptance of the terms of the preliminary offer and its intention to proceed with the projects. It does not constitute any obligation on the City’s part to execute the loan contract. To maintain the SDWSRF loan funding status, the City is required to submit the amended resolution as soon as possible. 

The amended resolution maintains the City Administrator as the authorized individual qualified to apply for the loan on behalf of the City, and also identifies rates from the Water Fund as a dedicated net revenue source for repayment of the loan along with payments from the Montecito Water District and Carpinteria Valley Water District as provided by the Joint Powers Agreement with those districts.
This item was presented to the Board of Water Commissioners at their meeting on November 9, 2009, and the Board voted 4-0 in favor of the recommendation. 

ATTACHMENT:
Notice of Acceptance of Application dated September 29, 2009

PREPARED BY: 
Cathy Taylor, Water System Manager/JW/mh
SUBMITTED BY:
Christine F. Andersen, Public Works Director
APPROVED BY:

City Administrator’s Office
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