CITY OF COOS BAY CITY COUNCIL
Agenda Staff Report

MEETING DATE AGENDA ITEM NUMBER
February 3, 2015

TO: Mayor Shoji and City Councilors
FROM: Jim Hossley, Public Works Director
THROUGH: Rodger Craddock, City Manager

ISSUE: Update - North Spit Waste Water Treatment Plant Proposal from Dennis
Beetham, CEO D.B. Western Texas, Inc. (DBWT)

BACKGROUND:

Mr. Dennis Beetham, CEO D.B. Western Texas, Incorporated, has contacted several City
Councilors and City staff, as well as officials with several other organizations/agencies
throughout the community and state regarding building a waste water treatment plant on the
North Spit. Mr. Beetham has requested that the City consider abandoning rebuilding WWTP#2
at Empire Blvd and Fulton Avenue and send the waste destined for that plant to a treatment
plant he would design, build and, potentially, operate on the North Spit. Mr. Beetham believes
he can build a treatment plant for less than the cost at the Empire and Fulton location.

Mr. Beetham leases the property from the International Port of Coos Bay (Port) that he
proposes to site the plant. Per Port officials, the lease agreement does not allow siting of a
waste water treatment facility on the property. The Port does support a regional waste water
treatment plant on the North Spit, but on another piece of property. At this time, planning for
and developing a regional waste water treatment plant is not on the Port’s work plan. Because
of state law, State Wide Planning Goal #11 (OAR660-015-000(11)), and the current limits of the
City of Coos Bays Urban Growth Boundary, a governmental entity other than the City of Coos
Bay must own and operate a waste water treatment plant on the North Spit. This other entity
could be the Port, Coos County, or a not yet formed regional entity. The City would be the
entity’s customer for treating our waste water at the plant.

BUDGET IMPLICATIONS:

Mr. Beetham has provided construction costs in his proposal for two scenarios. These costs
range from $24,900,000 to $26,500,000. Staff does not have enough information to determine
that the proposal would provide a cost savings to sewer rate payers over the current course of
action. Also, we do not yet have the Guaranteed Maximum Price (GMP) for the construction
cost from our contractor for the current course of action. Additionally, it is not clear if prevailing
wage requirements were completely accounted for in Mr. Beetham’s proposal. The proposal
does not provide life-cycle costs for the North Spit project, which is necessary to truly evaluate
how the proposal economically compares to the City’s current plan. Annual operating costs to
the City for the North Spit plant have not yet been fully investigated. Sludge handling costs are
expected to be higher. Energy costs related to pumping influent to the North Spit and effluent
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back to the City’s bay outfall could be a significant addition to the operational costs.

ADVANTAGES:

A single centralized waste water treatment plant on the North Spit that discharges to the ocean
could offer some operational advantages if waste from both City plants were to be treated at
one plant. However, at this time it is unclear if this centralized plant would provide an immediate
and long term cost saving advantage to our rate payers.

DISADVANTAGES

Besides the land, ownership, an unknown cost issues previously mentioned, there is another
hurdle to implementation of Mr. Beetham’s proposal. One is that the proposal is predicated on a
direct contract award to DBWT without going through a competitive process. The cost to design
this project would probably require (per state procurement law) that the owner of the North Spit
plant select the most qualified design firm. Design cost cannot be a factor in selection.
Assuming the owner would use design/bid procurement for construction, the owner must
competitively bid the new design plans and then accept the lowest responsible bidder.

RELATED CITY GOAL.:

Maintain public trust and confidence by utilizing resources in the most efficient manner possible.

CONSIDERATIONS:

The City has completed a ten plus (10+) year planning and design process, and invested close
to $4 million to complete this process for the waste water treatment plant proposed for the
corner of Empire Blvd and Fulton Avenue. The 100% design (final) plans were completed in
mid December 2014. We are currently awaiting development of our CMGC’s GMP, building
permits, DEQ approval, and final environmental permit approvals for the final plans. Once the
City accepts the final GMP, and the permits are approved (June 2015), DEQ will be ready to
loan the City the funds to construct the project in time for the City to meet its Mutual Agreement
and Order (MAO) schedule with DEQ. The WWTP #2 project at Empire Blvd and Fulton
Avenue is DEQ’s top ranked project for funding in the state. Should the City change its course
of action and pursue the North Spit proposal using DEQ financing, then we will have to start
back at the beginning of the planning process. We would be required to create a Facility Plan,
which would include an alternatives analysis repeating the evaluation of the various alternatives
once again. We would also be required to go through a three-step design process again.
Create a pre-design report (resulting in 30% level design plans), value engineering of the pre-
design report, and final design. This process could take anywhere from 18 months to 3 years. |
don’t believe Mr. Beetham factored in the DEQ design review process when determining his
cost estimates and time line. Should the City decide to change the project location we would be
required to re-apply for the DEQ funding. Not owning the property could complicate the City’s
ability to obtain funding.

The current treatment plant is in need of immediate upgrade. The City is under an MAO with

DEQ that gives the City until 2017 to have a new treatment plant online. The just completed
plant design can accommodate upgrade for tertiary treatment if required in the future and can
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be enlarged to accommodate future growth if needed. At this point, it is difficult to justify
repeating the process we just completed.

ACTION REQUESTED:

None at this time

ATTCHMENTS:

Historical Timeline for WWTP#2
Oregon’s Statewide Planning Goal 11
DBWT Proposal (Proposal narrative / without exhibits)
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The Oregon Department of Environmental Quality (DEQ) has a required course of action for
communities to follow when doing planning and design for wastewater treatment facilities. This
course of action must be followed should the community want to qualify for grants and loans
available from DEQ. The course of action involves three major efforts. They are Facility Plan,
Pre-design Report and Final Design Plans. Each of these major efforts has particular actions,
criteria and information the community must complete and or provide.

2004 - The City of Coos Bay contracted with consultant who started preparation of a Facility
Plan for Wastewater Treatment Plant #2 (WWTP #2).

2008 — The Facility Plan is approved by DEQ. The City hired a consultant to prepare rate and
cost of service study to ensure City’s waste water fees/rates are adequate to pay for capital
improvements need for WWTP #2 and other waste water infrastructure.

2009 — Pre-design report preparation starts. Early in the preparation of the Pre-design we
learned that the selected alternative identified in the Facility Plan, and approved by DEQ, will
not work on the property we have available.

2010 —Council authorized funding to perform a Feasibility Study to determine if relocation of
WWTP # 2 operations to the North Spit was a viable alternative. Other options were also
explored that included, pumping all the waste to WWTP 1, and expanding the current WWTP 2
site into property located east of South Empire Boulevard. After evaluating other alternatives,
city staff and our consultant determined that moving the current WWTP #2 to larger nearby
property would be the best option.

As these alternatives and the best option had not been fully vetted by the Facility Plan process
and approved by DEQ, DEQ required that the City complete a Facility Plan Amendment (FPA)
to include evaluation of the alternatives and best option.

2011 — The City contracted with a consultant to prepare the FPA. Within this FPA, the City
investigated several alternatives related to influent facilities, treatment, and disinfection.
Additionally a value analysis (VA) of the FPA was performed for the City by a third party
consultant. The VA team included CH2M HILL staff, City Staff, Charleston Sanitation District
representatives, and a DEQ representative. The VA confirmed the most cost effective solution
for the City.

2012 - After the VA, the FPA was finalized. A contract was awarded to SHN/CH2M Hill to
complete a preliminary design report for WWTP #2.

2013 — Preliminary design report is completed to 90% and Value Engineering analysis done
with a third party firm facilitating. The City Council approved the CMGC delivery method for
construction of the WWTP2. Mortenson Construction is selected to perform the CMGC services

2014 — Completed pre-design. The final design of WWTP2 was started and completed. State
Revolving Fund (administered by DEQ) loan application submitted to DEQ. Environmental
permit application submitted to US EPA.

2015 — Expect to receive guaranteed maximum price from the CMGC in March. Expect to

obtain permit approvals and loan financing by midsummer with construction to follow
immediately.
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conservation and development action
provided for by such plans should not
exceed the carrying capacity of such
resources.

B. IMPLEMENTATION

1. Capital improvement
programming and budgeting should be
utilized to achieve desired types and
levels of public facilities and services in
urban, urbanizable and rural areas.

2. Public facilities and services
should be appropriate to support
sufficient amounts of land to maintain an
adequate housing market in areas
undergoing development or
redevelopment.

3. The level of key facilities that
can be provided should be considered
as a principal factor in planning for
various densities and types of urban and
rural land uses.

4. Plans should designate sites of
power generation facilities and the
location of electric transmission lines in
areas intended to support desired levels
of urban and rural development.

5. Additional methods and devices
for achieving desired types and levels of
public facilities and services should
include but not be limited to the
following: (1) tax incentives and
disincentives; (2) land use controls and
ordinances; (3) multiple use and joint
development practices; (4) fee and
less-than-fee acquisition techniques;
and (5) enforcement of local health and
safety codes.

6. Plans should provide for a
detailed management program to assign
respective implementation roles and
responsibilities to those governmental
bodies operating in the planning area
and having interests in carrying out the
goal
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