CITY OF GAUTIER

CITY MANAGER MEMORANDUM

To: Honorable Mayor and Council

From: Samantha D. Abell, City Manager

Copy: Dennis Reeves, P.E.. Public Works Director

Date: August 16, 2012

Subject: Request Authorization to Proceed with a Department of Health — Drinking Water

Loan Program

I am pleased to provide you with a financing plan and professional services contract for your
clear water filtration system. After multiple meetings with Dennis Reeves, Public Works
Director, the engineer and the City’s financial consultant, I am confident that this scenario
represents the best financing option for you. In brief, the Drinking Water Loan Program does not
require a cash reserve fund based on the percentage of the loan, and the interest rate is a low
1.95% for 20 years. The first payment will not be due until completion of construction projected
for February 2014. The loan will pay for construction and professional services including the
engineering design, construction inspection and geotechnical fees. It is the professional opinion
of Goodwyn Mills and Cawood (GMC) that the Phase I filtration system may clarify water for all
households in the city. Therefore, I recommend that you do not fund more than Phase 1 until
such time in the future as the City deems it necessary. The probable breakdown of cost is as
follows:

$2.630,000 + $280,000 Professional Fees = $2,910,000
Estimated annual payment = $205,000
$205,000 subtracting $134,000 GUD Bond Refinance = $69,000/annual payment

The $69.000 can be funded from the Water and Sewer Enterprise Fund at no added cost to
taxpayers. Again, the first payment would not be due until after February 2014. I would like to
place an order on the Council agenda authorizing staff to proceed with apply through the
Drinking Water Loan Program.

GMC’s schedule for the Phase 1 project is as follows:
e Design complete — December 31, 2012

e Advertise and Bidding complete — January 31, 2013

e Execute Construction Contracts — March 1, 2013



e Begin Construction — March 15, 2013
e Construction Complete — January / February 2014

RECOMMENDATION:

It’s my recommendation that the City borrow the funds through the Department of Health —
Drinking Water Loan Program. Adopt the engineer’s entire Clear Water Drinking Plan and fund
Phase 1 now with the other 2 phases to be determined based on future need.

ATTACHMENTS:

Clear Water Drinking Plan from Goodwyn Mills and Cawood

Financing Plan by Demery Grubbs, Government Consultants



CITY OF GAUTIER, MISSISSIPPI

MISSISSIPPI DEPARTMENT OF HEALTH
DRINKING WATER LOAN PROGARM

— Drinking Water Loan Program limited to $5,000,000 annually per water system.

— Facilities Plan is required to be submitted to the Department of Health. Plan is good for a
period of five (5) years.

— Current loan rate is 1.95%.
— Loan repayment starts after completion of work and final invoices are paid.

— Reimbursement program, where the City pays the invoices, then submits paid invoices to
Mississippi Department of Health for reimbursement.

— Estimated time frame for funding is five (5) to six (6) months depending on submission
of Facilities Plan.

— Must show that City has the revenues to repay the loan.

Estimated Cost —20 Year Term

Phase I $2.,630,000 + $280,000 Professional Fees = $2,910,000
(estimated annual payment $205.000)
$205.,000 subtracting $134.000 GUD bond Refinance=$69.000/annual

Phase II $2.605,000 (estimated annual payment $159,000)

Phase 11 $2.315,000 (estimated annual payment $141,000)

Contact Person:

Bill Moody, Director

Drinking Water Loan Program
(601) 576-7518
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