AGENDA

CITY COUNCIL WORK SESSION
November 21, 2016

CITY HALL COUNCIL CHAMBER
313 COURT STREET
THE DALLES, OREGON

1. CALL TO ORDER
2. ROLL CALL OF COUNCIL
3. APPROVAL OF AGENDA
4, DISCUSSION
A. Update on the Wastewater Treatment Plant Upgrade

5. ADJOURNMENT

This meeting conducted in a handicap accessible room.

Prepared by/
Izetta Grossman
City Clerk
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AGENDA STAFF REPORT

AGENDA LOCATION: City Council Work Session

MEETING DATE: November 21, 2016

TO: Honorable Mayor and City Council
FROM: Dave Anderson, Public Works Director
ISSUE: Update on Wastewater Treatment Plant Upgrade design-build

project; introduction to Phase 2 scope of work

BACKGROUND: Work under the progressive design-build contract with the team of
Mortenson Construction/Kennedy Jenks Consultants has progressed to the 80% design
level. This is the point at which we will be seeking authorization from Council to
proceed Phase 2 which involves completion of the design and construction of the project;
that issue is currently scheduled for consideration at the December 12" City Council
meeting. In advance of that meeting, this work session will allow the project team to
bring the Council up to date on the status of the project and summarize the challenges and
recommended solutions that have been identified this far. This report will provide some
background information to support discussions at the work session.

New Issues

As mentioned to Council at its September 12, 2016 meeting, one of the challenges with
upgrading an existing facility versus new construction is that unanticipated issues are
more likely to arise as the design for a project progresses and new unanticipated and
unknown existing conditions are encountered. The example discussed in September was
related to the unanticipated need to replace an existing force main. Several other design
challenges have arisen as the design has progressed:

e there is a need to construct a new structure to house the headworks (screens and
grit removal system) because there was not enough room for the proposed
primary filters in the area of the existing headworks (recall the primary filters
were added in support of the Co-Gen upgrades approved by Council);

e in addition to replacing the influent force main from the IPS to the Headworks
there is additional piping work needed inside the IPS as well as to relocate the
influent flow meter to an accessible location;

e due to the size of the influent pumps, some additional structural modifications are
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required to provide for access to the lower level of the headworks;

e the existing backup emergency generator has been determined to be smaller than
needed to handle the electrical loads of the upgraded plant so a second generator
has been proposed for inclusion in the project; and

e A new electrical room has been included in the design to avoid the potential for a
major electrical upgrade of existing electrical equipment to bring the facilities up
to current code.

All of these additional needs have added to the cost of the project, but the design team
has worked diligently throughout the design to keep costs down. Information will be
presented at the work session outlining areas where significant cost savings have been
realized as well.

Best Value Design

One of the original tenets of this design-build project was to use “best-value” methods
when making selections among various alternatives. Attached are a series of
spreadsheets summarizing the 20-year life cycle costs projected for the various types of
equipment that were considered. Also included is one example of the detailed analysis
that was done for each piece of equipment considered; the example included is for one of
the Screen systems — the Huber Rakemax. By using life cycle costs, the team was able to
consider not only the initial purchase price of various pieces of equipment but also the
costs anticipated to occur over the next 20 years to operate and maintain it; in all cases,
the equipment with the lowest 20-year life cycle cost was selected (highlighted on the
spreadsheets). By using these methods, the project was about $250,000 under budget for
originally-anticipated equipment purchases.

Outside Funding for Co-Gen

As the concept of Co-Gen was being considered, it was estimated that about $750,000
might be available from outside funding sources for that portion of the project. A lot has
been learned about the available funding as the programs have been changing since that
time. One source that is available could provide up to $500,000 in funding through a
principal-forgiveness loan. This option would require that the City apply for and be
awarded a loan through the State’s Clean Water Revolving Loan Fund for some portion
of the project. The interest rates are about 1.6% for 20 years and there is no penalty for
early repayment. This source of funding would also “federalize” the entire project
thereby requiring additional environmental reviews, the payment of federal prevailing
wage rates, and the application of certain Buy American requirements. The team is
evaluating the additional costs of this option compared to the potential funding that could
be received.

A second potential source of funding is from the Oregon Department of Energy. This
source of funding does not federalize the project and may provide around $650,000 for
the project. The catch with this source is that the “funding” is provided after the Co-Gen
improvements have been constructed and are on-line generating electricity, and the
deadline for completion of the Co-Gen piece is December 31, 2017; the program expires
after that date. This funding comes in the form of state tax credits. Since the City does
not pay taxes, these credits would need to be sold to a commercial partner that has a
significant tax liability. Other utilities have been selling these credits for $0.80 to $0.90

16 WWTP D-B GMP work session_PLVM.doc.docx Page 2 of 3



per dollar of credit.

Lastly, evaluations are also underway to see if there is a chance to get some money,
$50,000-$100,000, from BPA’s Energy Smart Industrial program for the Co-Gen portion
of the project. The project team is working hard to determine the best combination of
these potential funding sources specific to our project.

We currently believe the potential for outside funding available for the project could be in
excess of the original $750,000 provided to Council, which would help cover the
additional project costs noted above.

The project team will provide more detailed information to the Council at the work

session summarizing the status of the project, the challenges and opportunities identified,
recommended solutions, and project budget.
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