City Manager’s Report

July 12, 2011 City Council Meeting

Prepared by: Dave Warren, Director of Finance
Item #: ¥ 5

Subject: Adopt a Resolution ratifying Amendment No. 2 to State Revolving Fund loan agreement
No. 05-802-550-2 with the State Water Resources Control Board.

Background:

In June 2006, the City secured a $42 million zero interest State Revolving Fund (SRF) loan
agreement with the State Water Resources Control Board with a twenty-year repayment period to
partially finance State mandated improvements to the Waste Water Treatment Plant. In February
2010, the City approved Amendment No. 1 which extended the repayment period from twenty to
thirty years in an effort to minimize the increase in the wastewater user rates that became effective in
carly 2010. Tonight, staff is recommending the City Council ratify Amendment No. 2 to the loan
agreement with the State Water Resources Control Board that would formally modify the annual
debt service payments.

Discussion:

Although the City raised its wastewater user rates in October 2009 to accommodate anticipated
operating costs including the $1,422,435 annual debt service payment to the 2006 SRF Loan, acrual
cash generation for the first eighteen months has been significantly less than forecasted. The lower
level of cash generation is primarily due to ratepayer water conservation which has a direct nexus to
sewer charges, a larger inventory of discounted lifeline ratepayers, and a rise in difficult collections
related to ratepayer bankruptcies, home foreclosures, and loss of employment.

Staff analyzed the City’s forecasted cash flows between July 1, 2010, through June 30, 2014, and
ascertained the level of payment the City could reasonably afford while building a rate stabilization
reserve and ramping up to a full payment that would remain the same for the remainder of the loan
period.  One of the major challenges of the original amortization schedule was the large annual
payment. Staff began negotiating a loan workout with the SWRCB in July 2010, and proposed that
the payments for the first three years be broken up into semiannual payments as follows:

Payment
Date Amount

09/01/10  $100,000
03/01/10  $100,000
09/01/11  $200,000
03/01/12  $200,000
09/01/12  $400,000
03/01/13  $400,000

SWRCB has accepted the City’s proposal, and the City has made the first two pavments shown
above. The SWRCB stated that the executed Amendment No. 2 had to be received by the State no
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later than June 30, 2011. Staff went ahead and signed Amendment No. 2 in order to meet the
SWRCB’s deadline.

Cost:

The loan principal amount will not change with Amendment No. 2. Annual debt service payments
will be between $622,435 and $1,222,435 less than the original $1,422,435 annual payment the first
three years of the loan. Annual payments will be §106,196 more the last twenty-seven years of the
loan.

Budget Impact:

The $400,000 in payments scheduled for Fiscal Year 2011/2012 have been incorporated into the
adopted Fiscal Year 2011/2012 Sewer Enterprise Fund Operating Budget.

Recommendation:

Adopt a Resolution ratifying Amendment No. 2 to State Revolving Fund loan agreement No. 05-
802-550-2 with the State Water Resources Control Board.

M. Cleve Mottis, City Manager Dave Warren, Director of Finance
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RESOLUTION NO.

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF PLACERVILLE
RATIFYING AMENDMENT NO. 2 TO THE STATE REVOLVING FUND LOAN
AGREEMENT NO. 05-802-550-2 BETWEEN THE CITY OF PLACERVILLE AND
THE STATE WATER RESOURCES CONTROL BOARD
WHEREAS, the City of Placerville entered into a $42 million State Revolving Fund
loan agreement with the State Water Resources Control Board in June 2006 to partially finance
State mandated improvement to the Waste Water Treatment Plant; and
WHEREAS, the City approved Amendment No. 1 to the agreement which extended
the loan period from twenty to thirty years; and
WHEREAS, the City desires to modify the original loan amortization schedule in
order to meet the Sewer Enterprise Fund’s financial obligations.
NOW, THEREFORE, BE IT HEREBY RESOLVED that the City Council of
the City of Placerville hereby ratifies Amendment No. 2 to the State Revolving ['und loan
agreement No. 05-802-550-2 with the State Water Resources Control Board.

The foregoing Resolution was introduced at a regular meeting of the City Council of

the City of Placetville held on July 12, 2011, by Councilmember who

moved its adoption. The motion was seconded by Councilmember
The moton was passed by the following vote:

AYES:

NOES:

ABSENT:

ABSTAIN:

Mayor, Dave Machado
ATTEST:

City Clerk, Susan Zito



\i"‘ State Water Resources Control Board

Division of Financial Assistance
1001 I Street, Sacramento, California 95814
Linda S. Adams, P.0O. Box 944212, Sacramento, California 94244-2120 Edmund G. Brown Jr.
Acting Secretary for (916) 341-5700 ¢ FAX (916) 341-3707 ¢ hup://waterboards.ca.gov Governor
Environmental Protection

June 15, 2011

Mr. M. Cleve Morris
City Manager

City of Placerville
3101 Center Strest
Placerville, CA 95667

Agreement Number: 05-802-550-2; Project Number: C-06-4955-110

Attached is Amendment No. 2 to your Agreement No. 05-802-550-1. This Amendment adds additional
Special Conditions to Exhibit D and additional language and revised CWSRF Payment Schedule to
Exhibit I. This Amendment cannot be considered binding on either party until approved by the
appropriate state agencies. The State is not obligated to make any payments for services performed
prior to final approval of any Agreement.

If the City is in agreement with all terms and conditions of this Amendment, please sign and date
two (2) signature pages of the Amendment and return via U.S. Mail or Overnight Mail to:

US Mail Overnight Mail

Ms. Eva Kawada Ms. Eva Kawada

Program Analyst Program Analyst

State Water Resources Control Board State Water Resources Control Board
Division of Financial Assistance Division of Financial Assistance

P.O. Box 944212 1001 | Street, 17" Floor

Sacramento, CA 94244 Sacramento, CA 95814

Expeditious handling of this Amendment is appreciated. For inquiries, please contact Ms. Kawada at
(916) 341-5715 or ekawada@waterboards.ca.gov.

Once final approval is obtained, we will forward you an executed copy for your records.

Enclosure

California Environmental Protection Agency

FO . :
g2 Recycled Paper




STATE OF CALIFCRNIA

STANDARD AGREEMENT AMENDMENT

STD. 213 A (Rev 2/05)

[X] CHECK HERE IF ADDITIONAL PAGES ARE ATTACHED 4 Pages | AGREEMENT NUMBER AMENDMENT NUMBER
05-802-550-0 2
DGS REGISTRATION
NMUMBER:

1. This Agreement is entered into between the State Agency and Contractor named below:

STATE AGENCY'S NAME
State Water Resources Control Board

CONTRACTOR'S NAME
City of Placerville

2. The term of this

Agreement is July 7, 2005 through  September 1, 2039

3. The maximum amount of this $ 42,906,467.00

Agreement after this amendment is:  Forty two million, nine hundred six thousand, four hundred sixty seven dollars and no

cents

4. The parties mutually agree to this amendment as follows. All actions noted below are by this reference made a part

of the Agreement and incorporated herein:

Changes made in this amendment are shown as: Text additions are displayed in bold and underline. Text deletions

are displayed as strike through text (i.e., Strke).

Exhibit D — Special Conditions (1 page attached)
Exhibit | - CWSRF Payment Schedule (3 pages attached).

All other terms and conditions shall remain the same.

IN WITNESS WHEREOF, this Agreement has been executed by the parties hereto.

CONTRACTCR

CONTRACTOR'S NAME (If other than an individual, state whether a corporation, partnership, etc.)
City of Placerville

BY (Authorized Signature) DATE SIGNED (Do not type)
&<

PRINTED NAME AND TITLE OF PERSON SIGNING
M. Cleve Morris, City Manager

ADDRESS
3101 Center Street, Placerville, CA 95667

STATE QF CALIFORNIA

AGENGCY NAME
State Water Resources Control Board

BY (Authorized Signature) DATE SIGNED (Do not type)
&

PRINTED NAME AND TITLE OF PERSON SIGNING
James B. Maughan, Acting Deputy Director, Division of Financial Assistance

ADDRESS
1001 | Street, Sacramento, CA 95814

Approved as to form by Office of
Chief Counsel

Date:

Initials:

Eexemptper:




STATE OF CALIFCRNIA

STANDARD AGREEMENT AMENDMENT

STD. 213 A {Rev 2/05)

[X] CHECK HERE IF ADDITIONAL PAGES ARE ATTACHED 4 Pages | AGRECME NUMEER AMENDMENT NONBER
05-802-550-0 2
DGS REGISTRATION
NUNIBER:

1. This Agreement is entered into between the State Agency and Contractor named below:

STATE AGENCY'S NAME
State Water Resources Control Board

CONTRACTOR'S NAME
City of Placerville

2. The term of this

Agreement is July 7, 2005 through September 1, 2039
3.  The maximum amount of this $ 42,9086,467.00
Agreement after this amendment is:  Forty two million, nine hundred six thousand, four hundred sixty seven dollars and no
cents

4.  The parties mutually agree to this amendment as follows. All actions noted below are by this reference made a part
of the Agreement and incorporated herein:

Changes made in this amendment are shown as: Text additions are displayed in bold and underline. Text deletions
are displayed as strike through text (i.e., Strike).

Exhibit D —~ Special Conditions (1 page attached)
Exhibit | - CWSRF Payment Schedule (3 pages attached).

All other terms and conditions shall remain the same.

IN WITNESS WHEREOF, this Agreement has been executed by the parties hereto.

CONTRACTOR %W’
CONTRACTOR'S MAME (If other than an individual, state whether a corporation, partnership, etc.)
City of Placerville
BY (Authorized Signature) DATE SIGNED (Do not type)
& Approved as to form by Office of

PRINTED NAME AND TITLE OF PERSON SIGNING Chief Counsel

M. Cleve Morris, City Manager

Date:

ADDRESS Initials:
3101 Center Street, Placerville, CA 95667

STATE OF CALIFORNIA
AGENCY NAME
State Water Resources Control Board
BY (Authorized Signature) DATE SIGNED (Do not type)
V=
PRINTED NAME AND TITLE OF PERSON SIGNING El-exemptper:
James B. Maughan, Acting Deputy Director, Division of Financial Assistance
ADDRESS i

1001 | Street, Sacramento, CA 95814




City of Placerville

Agreement No.: 05-802-550-42
Project No.: C-06-4955-110
Page 1 of 1

EXHIBIT D — SPECIAL CONDITIONS

[ X] Special condition as follows:

e The SWRCB will withdraw this preliminary SRF loan commitment if the Gity-ef-Placerville
Agency does not issue a Notice-To-Proceed with construction of the project by March 31, 2006.
The Division ef-Financial-Assistance may approve up to a ninety (90) day extension for good
cause.

aC ; fund ‘s Debt-Servico-withi ;  thoci
Amendment:

Submi | eudited finanei o :

o The Agency must notify the Division immediately if the Agency’s overall fiscal or cash
flow situation develops further problems.

o The Agency must submit audited financial statements for the next five (5) fiscal years, FY
2010/2011 through 2014/2015 to the Division. Each fiscal year’s audited financial
statements must be provided to the Division by December 30" of each year.

e The Agency has until September 1, 2013 to establish a restrictied Reserve Fund equal to

the amount of one year’s annual debt service, $1,528,631.22.

e The Agency must covenant to establish rates and charges in amounts sufficient to
generate net revenues of the Wastewater Enterprise Fund equal to at least 1.20 times the
total annual debt service.




City of Placerville

Agreement No.: 05-802-550-12
Project No.: C-06-4955-110
Page 1 of 3

EXHIBIT |
CWSRF INSTALLMENT-SALE-AGREEMENT PAYMENT SCHEDULE
See the attached preliminary CWSRF lnstaliment Sale-Agreement Payment Schedule dated-January-26;
2649 June 8, 2011.

The Division accepts the Agency’s revised payment schedule summarized as follows:

September 1, 2010 $ 100,000
March 1, 2011 $ 100,000
September 1, 2011 3 200,000
March 1, 2012 $ 200,000
September 1, 2012 $ 400,000
March 1, 2013 $ 400,000
September 1, 2013 through end of term $1,528,631.22

The payment schedule is estimated until the final disbursement has been processed. The final

SREInstalimentSale-Agreement Payment Schedule will be forwarded to the Agency after all
disbursements have been paid.and-construction-of-the Project-has-been-completed:
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STATE OF CALIFCRNIA

STANDARD AGREEMENT AMENDMENT

STD. 213 A (Rev 2/05)

05-802-550-0 2

NUMBER:

DGS REGISTRATICON

-

This Agreement is entered into between the State Agency and Contractor named below:

STATE AGENCY'S NAME
_ State Water Resources Control Board

CONTRACTOR'S NAME
City of Placerville

2. The term of this

Agreement is July 7, 2005 through September 1, 2039

3.  The maximum amount of this $ 42,906,467.00

Agreement after this amendmentis:  Forty two million, nine hundred six thousand, four hundred sixty seven dollars and no

cents

4. The parties mutually agree to this amendment as follows. All actions noted below are by this reference made a part

of the Agreement and incorporated herein:

Changes made in this amendment are shown as: Text additions are displayed in bold and underline. Text deletions

are displayed as strike through text (i.e., Strike).

Exhibit D — Special Conditions (1 page attached)
Exhibit | - CWSRF Payment Schedule (3 pages attached).

All other terms and conditions shall remain the same.

IN WITNESS WHEREOF, this Agreement has been executed by the parties hereto.

CONTRACTOR

CONTRACTOR'S NAME (If other than an inaividual, state whether a corporation, partnership, efc.)
City of Placerville

BY (Authorized Signaiure) DATE SIGNED (Do not type)
5

PRINTED NAME AND TITLE OF PERSON SIGNING
M. Cleve Morris, City Manager

ADDRESS
3101 Center Street, Placerville, CA 95667

STATE QOF CALIFORNIA

AGENCY NAME
State Water Resources Control Board

BY (Authorized Signature) DATE SIGNED (Do not type)
=

PRINTED NAME AND TITLE OF PERSON SIGNING
James B. Maughan, Acting Deputy Director, Division of Financial Assistance

ADDRESS
1001 | Street, Sacramento, CA 95814

California-Department of-General

Approved as to form by Office of
Chief Counsel

Date:

Initials:




STATE OF CALIFORNIA

STANDARD AGREEMENT AMENDMENT

STD. 213 A (Rev 2/05)

E] CHECK HERE IF ADDITIONAL PAGES ARE ATTACHED 4 Pages ’ AGREEMENT NUMBER AMEI\IIDMENT NUMBER
| 05-802-550-0 2
DGS REGISTRATICN
NMUMBER:

1. _This Agreement is entered into between the State Agency and Contractor named below:
STATE AGENCY'S NAME
State Water Resources Control Board
CONTRACTOR'S NAME
City of Placerville

2. The term of this

Agreement is July 7, 2005 through  September 1, 2039
3.  The maximum amount of this $ 42,906,467.00
Agreement after this amendmentis:  Forty two million, nine hundred six thousand, four hundred sixty seven dollars and no
cents s

4. The parties mutually agree to this amendment as follows. All actions noted below are by this reference made a part-
of the Agreement and incorporated herein:

Changes made in this amendment are shown as: Text additions are displayed in bold and underline. Text deletions
are displayed as strike through text (i.e., Strike).

Exhibit D — Special Conditions (1 page attached)
Exhibit | - CWSRF Payment Schedule (3 pages attached).

All other terms and conditions shall remain the same.

IN WITNESS WHEREOF, this Agreement has been executed by the partles hereto.

CONTRACTOR €aMe#ma—er&#men&e#Gene#aJ
CONTRACTOR'S NAME (If other than an individual, state whether a corporation, parinership, sic.)
City of Placerville
BY (Authorized Signature) DATE SIGNED (Do not type)
&7 Approved as to form by Office of

PRINTED NAME AND TITLE OF PERSON SIGNING Chief Counsel

M. Cleve Morris, City Manager

Date:

ADDRESS Initials:
3101 Center Street, Placerville, CA 95667

STATE OF CALIFORNIA
AGENCY NAME
State Water Resources Control Board
BY (Authorized Signature) DATE SIGNED (Do not type)
=4
PRINTED NAME AND TITLE OF PERSCN SIGNING El-Exempteer
James B. Maughan, Acting Deputy Director, Division of Financial Assistance
ADDRESS

1001 | Street, Sacramento, CA 95814




