MEMORANDUM

To: Mayor and Members of the City Council -

From: Eddie Buffaloe, Acting City Manager
Dwan Bell, Public Utilities Director
Jon Hawley, Grants Administrator

Date: September 24, 2021

Re: Consideration - Authorization to Apply for Supplemental Funding, Raw Water
Reservoir
BACKGROUND:

In the spring of 2018, the Public Water Supply Section under the NC Department of
Environmental Quality notified the City that some water samples tested had exceeded
allowable thresholds for certain bacteria other than E. coli. (There were never positive
tests for E. coli itself.) Working with various DEQ staffers, the City determined that
meeting federal and state regulations for bacterial levels required major improvements
to the Water Treatment Plant. In addition to treatment upgrades, the City must also cover
its primary raw water reservoir, which is a 3-million-gallon concrete tank. (Contamination
from waterfowl is believed to be a contributor to the presence of excessive bacteria.)

To pay for these necessary improvements, the City applied for a Drinking Water State
Revolving Fund loan of $1,073,303, and was formally awarded this amount last spring.
Notably, $804,977 of this amount is subject to “principal forgiveness,” which is
functionally a grant. At that time, the entire project cost was estimated at $1,533,290.

After receiving formal bids for the project, the City awarded this project to Enviro-Tech
Unlimited Construction Services in April 2021, the lowest bidder, in the amount of
$1,612,850. Following authorization from DEQ, Enviro-Tech began work in late July.
However, the company’s initial work has revealed the project will cost more than
anticipated. City staff propose to apply to DEQ for additional funding to address these
costs.

ANALYSIS:
As noted above, City staff previously estimated this project would cost $1.53 million. In

addition to the lowest bidder coming in higher than this number, the $1.53 million
estimate did not include necessary engineering expenses, including planning, oversight,



construction administration, and y['jfﬁiating the “WTP's operations and maintenance
manuals to reflect the new treatment equipment being instalied. At the onset of the
project, its total costs were approximately $1. 87 million

Finally, City staff have now learned that the lnterlor of the raw water reservoir is in worse
condition than expected. When Enviro-Tech removed the reservoir's deteriorated, high-
density poly ethylene (HDPE) liner, it found the walls and floor of the reservoir were
eroded and cracked. To repair and coat the walls, and to replace the existing floor, will
cost an additional $365,450. City staff agree this additional work should be done, but this
would bring our entire project cost to more than $2.2 million. That is more than double
our loan award.

City staff have had several productive conversations with DEQ staffers about how to
afford these additional project costs. The City has three options:

1. Fund the additional expense without DEQ support, whether through private
financing or tapping the Water-Sewer Fund. This is not recommended.

2. Request DEQ increase the City’s loan award to finance the additional cost. This
would allow the City to finance the entire cost over 20 years, and at a very low
interest rate. This is a viable option. However, the City would not qualify for
additional principal forgiveness if it went this route; approximately another $1.3
million would have to be repaid.

3. Apply to the DWSRF Program for a second loan package. This would allow the
City to present its case for the project once more, and request additional principal
forgiveness. NCDEQ staff have advised the City could qualify for up to $500,000
in principal forgiveness. This would reduce but not eliminate additional debt
needed to finance this project.

City staff propose to pursue Option 3, with Option 2 as a fallback. The Fall round of
DWSRF applications is due on September 30. This application wouid seek enough loan
proceeds to fully finance the project without drawing down the City’s Water-Sewer Fund
balance. We would receive a funding decision in the spring; previously approved work
may continue while DEQ considers our application.

This application requires the Council’s approval, and adoption of a standard resolution
committing to complete the project and repay its loan.

STAFF RECOMMENDATION:

By motion, authorize City staff to submit the Raw Water Reservoir Supplement application
to the Drinking Water State Revolving Fund, authorize the Mayor and staff to provide all
necessary signatures, and adopt the attached resolution.




RESOLUTION# 2021-9-04
Resolution for Raw Water Rehabilitation

WHEREAS, the Federal Clean Water Act Amendments of 1987 and the
North Carolina the Water Infrastructure Act of 2005 (NCGS 159G) have
authorized the making of loans and grants to aid eligible units of government in
financing the cost of construction of (state whether a wastewater treatment
works, wastewater collection system, stream restoration, stormwater treatment,
drinking water treatment works, and/or drinking water distribution system or
other “green” project); and

WHEREAS, the City of Elizabeth City has need for and intends to
construct a drinking water treatment works project described as the Raw Water
Reservoir Rehabilitation; and

WHEREAS, the City of Elizabeth City intends to request state loan
assistance, including principal forgiveness, for the project,

NOW THEREFORE BE IT RESOLVED, BY THE CITY COUNCIL OF THE
CITY OF ELIZABETH CITY:

e That the City of Elizabeth City, the Applicant, will arrange financing for
all remaining costs of the project, if approved for a State loan award.

e That the Applicant will adopt and place into effect on or before
completion of the project a schedule of fees and charges and other
available funds which will provide adequate funds for proper operation,
maintenance, and administration of the system and the repayment of all
principal and interest on the debt.

e That the governing body of the Applicant agrees to include in the loan
agreement a provision authorizing the State Treasurer, upon failure of the
City of Elizabeth City to make scheduled repayment of the loan, to
withhold from the City of Elizabeth City any State funds that would
otherwise be distributed to the local government unit in an amount
sufficient to pay all sums then due and payable to the State as a
repayment of the loan.

« That the Applicant will provide for efficient operation and maintenance of
the project on completion of construction thereof.




o That Bettie 1. Parker, Mayor, the Authorized Official, and successors so
titled, is hereby authorized to execute and file an application on behalf of
the Applicant with the State of North Carolina for a loan to aid in the
construction of the project described above.

e That the Authorized Official, and successors so titled, is hereby
authorized and directed to furnish such information as the appropriate
State agency may request in connection with such application or the
project: to make the assurances as contained above; and to execute such
other documents as may be required in connection with the application.

s That the Applicant has substantially complied or will substantially comply
with all Federal, State, and local laws, rules, regulations, and ordinances
applicable to the project and to Federal and State grants and loans
pertaining thereto.

ADOPTED this the 27% day of September, 2021, at 306 E. Colonial Ave.,
Elizabeth City, North Carolina.

Bettie J. Parker
Mayor

April D. Onley, NCCMC
City Clerk

CERTIFICATION BY RECORDING OFFICER

The undersigned duly qualified and acting City Clerk of the City of Elizabeth City
does hereby certify: That the above/attached resolution is a true and correct
copy of the resolution authorizing the filing of an application with the State of
North Carolina, as regularly adopted at a legally convened meeting of the
Elizabeth City City Council, duly held on the 27% day of September, 2021; and,
further, that such resolution has been fully recorded in the journal of
proceedings and records in my office. IN WITNESS WHEREOF, I have hereunto
set my hand this 27th day of September, 2021.

(Signature of Recording Officer)




(Title of Recording Officer)



