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ITEM SUMMARY CONSENT
DATE: OCTOBER 20, 2008 PRESENTED BY: JESSICA P. ZUBA

X TWDB X FINANCE COMMITTEE O TWRFA O AUDIT COMMITTEE

APPLICANT City of La Grulla
EVIDENCE OF DEBT | 100% Grant
PLEDGE N/A

O Taxable X Tax-Exempt O AMT (Tax-Exempt) O RWAF (Tax-Exempt)
] Approval by Minute Order X Approval by Resolution

ACTION REQUESTED

Approve by resolution a request from the City of La Grulla (Starr County) for a grant in the
amount of $1,842,300 from the Economically Distressed Areas Program for acquisition and
design for first time wastewater service, utilizing the pre-design funding option.

PROJECT DESCRIPTION

The City of La Grulla (City) is requesting financial assistance from the Texas Water
Development Board (Board) in the amount of $1,842,300 for the Acquisition and Design phases
of its wastewater system improvements. The project, when completed, is expected to provide
first-time wastewater services to 2,208 homes located within the City limits and in 28 colonia
areas. The Border Environmental Cooperation Commission (BECC) has provided funding for
the planning and design phases of ten (10) of the 28 colonia areas. The funding requested will be
used for the acquisition of easements, completion of the design of a 1.65 mgd wastewater
treatment plant and wastewater collection lines to the remaining 18 colonia areas.

ENTITY DESCRIPTION

The City is located in Starr County, 90 miles west of the City of Brownsville, along the Rio
Grande River. The City has an estimated population of 8,578 and serves approximately 2,017
water customers.

SOURCE OF FUNDS AMOUNT PROGRAM
Economically Distressed Areas Program $1,842,300 A&D Grant

COMMITMENT PERIOD: ONE (1) YEAR TO EXPIRE ON OCTOBER 31, 2009




ITEM SUMMARY PAGE 2

BACKGROUND

In 2002, the City applied and received BECC funding in the amount of $684,554.00 for planning
of water and wastewater improvements in the project area. The funding also included design
funds for wastewater collection system to serve 10 colonia areas within the project. The City
completed the facility engineering report in compliance with the Board’s requirements. Staff
reviewed and approved on November 18, 2003 the City’s facility engineering report. However,
the City did not submit a request for funding for the design and construction phase as a result of
a moratorium by the Board on funding for future project. The project area consists of an
estimated 28 colonia areas with which BECC is funding the design of 10 colonia areas. The
portion of the project funded by BECC will be presented to BECC commissioners for approval
to be ranked and for construction funding by the North American Development Bank.

With funding now available under EDAP, the City has submitted an application for funding in
the amount of $1,842,300 for the design phase and easement acquisition for the remainder of the
project areas. The City has completed a revision of its facility engineering report and a revised
Finding of No Significant Impact (FONSI) has been obtained from the Environmental Protection
Agency (EPA).

FINANCIAL SECTION

Key Issues

The City has provided Board staff with its 2007 audit. The audit revealed two material
weaknesses, specifically related to the reconciliation of Fixed Assets and Utility System Records.
The City’s auditor identified that it was unable to perform a complete reconciliation of the fixed
assets due to the lack of a formal property control system. The auditor also found that the City’s
utility billing system may need to be reviewed to ensure accuracy of revenues. The audit also
revealed a negative fund balance and decreased revenues.

Financial, Managerial and Technical Assessment

As a result of the audit findings, Board staff is requesting the City undergo a Financial,
Managerial and Technical (FMT) Assessment. The assessment will identify the City’s FMT
capacity to operate the water and wastewater systems. The commitment will be conditioned that
prior to release of funds, the City provide and the Board approve a plan of action to implement
any recommendations as a result of the FMT assessment. The City must then demonstrate that it
has implemented the plan of action prior to submittal of the application for construction funds.

Nuisance Determination

On September 19, 2003, the Texas Department of Health issued an opinion that a nuisance
dangerous to the public health and safety existed in the project areas. This qualifies the applicant
for a grant greater than 50% of the project costs.

The City has certified that conditions that led to the nuisance finding have not been resolved. In
addition, Board staff conducted a windshield survey to verify existing project area conditions.

Internal Risk Score
The City is requesting 100% grant and therefore is not subject to the risk score.
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TWDB Share $1,842,300 | Applicant Cash $0 Applicant In-Kind $0 Grant % 100%

ENGINEERING SECTION

Key Issues

Project Manager and Administration Costs

The City will have a project manager from the engineering firm assigned to work on the project.
The duties of the project manager will include the coordination of the engineer, City staff, and
others involved in the project to ensure that project milestones are met and that the project will
be completed within the budget.

The project budget includes funds for administration. The administrative funds will be utilized
by the City to manage the grant to perform tasks such as preparing outlay reports, attending
meetings, assisting in securing right-of-way permits, etc. The administrative costs will be used
for tasks associated with the project only. Administrative funding is necessary due to the limited
resources of the City.

Cost Per Connection

In September 1996, the Board instituted a benchmark to evaluate the cost effectiveness of EDAP
projects. The cost per connection (CPC) is calculated by dividing the EDAP eligible costs, less
hook-up costs, by the number of EDAP eligible connections at the end of construction. The CPC
benchmark policy was in effect prior to the 2006 Board rule change that separated EDAP
funding into planning, acquisition and design costs as one application, and construction costs in a
subsequent application.

The CPC will be finalized after the completion of the acquisition, and design phase of the project
and will be presented with the EDAP application for construction funding. The Board will have
an opportunity to evaluate the final CPC prior to acting on a request to provide funding for
construction. For informational purposes, staff is including a preliminary estimate of the CPC.

The estimated total project cost is approximately $38,100,565. The EDAP cost for acquisition of
land/easements and design phase cost is $1,842,300. Presently, for the 2,208 expected
connections, the CPC is estimated at $17,256. The CPC is currently estimated to be above the
Board’s benchmark of $12,000 for wastewater projects.

The funds being requested by the applicant at this time will be used to update these cost
estimates so that a more accurate CPC will be available to the Board once the design phase is
complete and before the Board will be asked to fund the construction phase of the project.

State Water Plan
The Board is required to consider consistency with the state and regional water plans only for
water supply projects. Therefore, no consistency determination is required for this project.

Conventional No Pre-Design | Yes | CWSRF Tierll | No CWSRF Tier Ill | No
Project Number 10377 FMT No DWSRF No
Complete
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BUDGET PROJECT
TWDB Other Total Cost .
Uses Funds Funds Category Qty./Size
Administration $25,546 $0 $25,546 | New Water Plant mgd
Basic Engineering Fees
Planning $0 $0 $0 T .
Design $1,108,054 $0 | $1,108,054 New Distribution System lin. ft.
Subtotal Basic Engineering Fees $1,108,054 $0 | $1,108,054
Special Engineering Services
Environmental $0 $0 $0
Surveying $259,050 $0 $259,050
Geotechnical/Testing $55,000 $0 $55,000
Inspection $0 $0 $0 | Rehab Water Plant mgd
Permitting $95,000 $0 $95,000
O&M Manual $0 $0 $0
Project Manager $63,750 $63,750
Subtotal Special Engineering Fees $472,800 $0 $472,800 | Rehab Distribution System
Contingency $0 $0 $0
Construction $0 $0 $0 | Treated Effluent Reuse lin. ft.
Easements/Land Acquisition/Legal $215,000 $0 $215,000 | New Storage Facility gallons
Fiscal Fees (Financial Advisor) $20,900 $0 $20,900 | Rehab Storage Facility gallons
Legal Fees (Bond Counsel) $0 $0 $0 | New Wells each
Bond Issuance (Printing, TNRCC fees) $0 $0 $0 | Rehab Wells each
Bond Reserve Fund $0 $0 $0 | New Wastewater Plant mgd
Insurance or Surety Costs $0 $0 $0 | New Collection System lin. ft.
Origination Fees $0 $0 $0 | Rehab Wastewater Plant mgd
Water Rights (If Applicable) $0 $0 $0 | Rehab Collection System lin. ft.
Capacity Buy-In (If Applicable) $0 $0 $0 | Other: each
TOTAL COSTS $1,842,300 $0 | $1,842,300
OTHER PROJECT CONSIDERATIONS
Water Supply OK for Loan Life Yes | X | No \é\I/:rt]er Conservation Approvable Adopted | X
Water Plan Consistency (Water Supply Project Only) Yes X No N/A
Water Rights Certification Required Yes No N/A X

CONSERVATION SECTION

Water Loss Audit:

Based on the 2005 Water loss audit, the apparent loss equates to 12.8 acre ft of the produced
water of 1,029 acre ft. Real loss equates to 387.6 acre ft.
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The City’s percentage of water loss when compared to produced water was about 39 percent.

Water Conservation Plan:
The City’s approved water conservation plan includes the following targets and goals:
e Five percent reduction in GPCD over the next 10 years. The five year average is 152
gpcd.
e Two percent reduction in seasonal water demands over the next 5 years
e Fifty percent reduction in unaccounted - water over the next 10 years

The City has aggressively pursued leak detection activities, lowering unaccounted-for water from
55 percent in 2004 to 39 percent in 2007 according to the utility profile in their water
conservation plan.

Project Activity to Address Water L oss:

The City’s request for funding by this application will address the wastewater needs of the City
and colonia areas. As required in the City’s water conservation plan, the City has instituted
measures to address its water loss issues by replacement of old, undersized water distribution
lines and bad water meters. Staff has also been in contact with the City and will provide
technical assistance to the City to aid them in identifying and reducing water loss.

ENVIRONMENTAL

Key Issues
None known at this time.

Environmental Summary

As set forth in the preliminary environmental information submitted by the City for wastewater
system improvements, there are no issues that would preclude construction of the project or
cause additional alternatives to be examined. Upon completion of the 2002 Facility Plan, a
FONSI was issued by the EPA in December 2003 for the proposed project. Since that time, the
proposed wastewater treatment method has changed and the estimated cost has increased. The
revised alternative was discussed as part of the original Environmental Information Document
(EID) and FONSI. The EPA’s 2003 FONSI remains in effect.

Based on population increases seen from 2002 to 2007, a mechanical treatment alternative was
more suitable. The applicant has indicated that the proposed project construction cost will
require a significant grant funding component to be economically feasible. The plant’s effluent
parameters will not be known until a permit for the proposed wastewater treatment plant is
issued by the Texas Commission on Environmental Quality. The City’s wastewater treatment
plant permit will satisfy water quality standards and effluent limitations at levels to protect the
receiving water quality.

Based on this initial environmental review, it is not anticipated that the proposed project’s
primary environmental impacts would be different than those previously identified. Pursuant to
the 31 Texas Administrative Code §8363.16 pre-design funding requirements, all financial
assistance shall be conditioned to read that funding for design, acquisition, and subsequent
construction costs not be released from escrow until the environmental review has been
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completed and a favorable environmental determination has been issued by the Executive
Administrator in adopting the EPA FONSI.

With these provisions, staff recommends the project as suitable for use of the pre-design funding
option.

If PRE-DESIGN
The preliminary review has been conducted; full review to occur following commitment. Yes No

Applicant has stated that there appear to be no known environmental, social or permitting issues that
will affect the project or the evaluation of project alternatives, and staff concur based upon preliminary | X
information.

LEGAL SECTION

Key Issues

Model Subdivision Rules

Based on the information provided, the Board’s legal staff has determined that the County and
the City have adopted and are adequately enforcing the provisions of 31 TAC Chapter 364, the
Model Subdivision Rules.

CONDITIONS

Standard grant conditions and further conditioned as follows:
e FMT conditions; and
e Pre-design funding options.




ITEM SUMMARY PAGE 7

CERTIFICATIONS

The application and documentation submitted by the applicant for
consideration of this financial assistance have been reviewed and have
been determined sufficient for the Board’s consideration. Gregory J. Kuchy

Deputy Executive Administrator

I have reviewed the application and legal documentation submitted by
the applicant and have determined that the application contains the
information required by the applicable statutes and rules for

consideration by the Board. Joe Reynolds, Attorney

The application and documentation submitted by the applicant for
consideration of this financial assistance have been reviewed and have

been determined sufficient for the Board’s consideration . .
Mireya Loewe, Project Lead

I have reviewed the application and financial documentation submitted
by the applicant and have determined that the application and
documentation are sufficient from a financial perspective for
consideration by the Board. Jessica P. Zuba, Financial Analyst

I have reviewed the application and engineering documentation
submitted by the applicant and have determined that the application and
documentation are sufficient from an engineering perspective for
consideration by the Board. Augustine Tambe, Engineering Reviewer

I have reviewed the application and environmental documentation
submitted by the applicant and have determined that the application and
documentation are sufficient from an environmental perspective for
consideration by the Board. Ray Mathews, Environmental Reviewer

For additional information of review of the memorandums regarding this application, please refer to the applicant’s files.
Attachments: 1. Resolution (08- )
2. Location Map




Attachment 1

A RESOLUTION OF THE TEXAS WATER DEVELOPMENT BOARD
APPROVING AN APPLICATION FOR FINANCIAL ASSISTANCE
FROM THE CITY OF LA GRULLA IN THE AMOUNT OF $1,842,300
THROUGH A GRANT IN THE AMOUNT OF $1,842,300
FROM THE ECONOMICALLY DISTRESSED AREAS PROGRAM

(08- )

WHEREAS, City of La Grulla (the “City”) has filed an application with the Texas Water
Development Board (the “Board”) seeking financial assistance in the amount of $1,842,300 from
the Economically Distressed Areas Program to finance acquisition, and design of first time
wastewater services to residents of the City and related economically distressed areas; and

WHEREAS, pursuant to the rules and procedures of the Board for projects using funds
from the Economically Distressed Areas Account, the City is eligible to receive financial
assistance for the proposed wastewater system project through a grant of $1,842,300 from the
Economically Distressed Areas Account of the Texas Water Development Funds, all as is more
specifically set forth in the application and in recommendations of the Board’s Project Finance
and Construction Assistance staff, to which documents express reference is made; and

WHEREAS, in accordance with Sections 16.346, 17.929, 17.933, 17.189, and 17.275 of
the Texas Water Code, the Board has carefully considered all matters required by law and in
particular the following:

1. the feasibility of creating a conservation and reclamation district to provide and
finance the water supply and sewer services;

2. the need of the economically distressed area to be served by the sewer services in
relation to the need of other political subdivisions requiring economically
distressed areas financing, and the relative costs and benefits of all applications;

3. the availability to the City of revenue from alternative sources for the payment of
the cost of the proposed project;

4. financing of the proposed sewer project;

5. whether the County and City have adopted model subdivision rules as adopted by
the Board pursuant to Section 16.343 of the Texas Water Code and the manner of
enforcement;

6. the feasibility of achieving cost savings by providing a regional facility for water
supply and wastewater service and the feasibility of financing the facilities by
using funds from the economically distressed areas account or any other financial
assistance;



10.

11.

12.

13.

14.

15.

16.

whether the area to be served by the proposed project has a median household
income that is not greater than 75 percent of the median state household income
for the most recent year for which statistics are available;

the rates, fees and charges that the average customer to be served by the project
will be able to pay, sources of funding available to the City, and any local funds
of the City;

sources of funding available to the City from federal and private funds and from
other state funds;

any local funds of the City to be served by the project in the area to be served is
within the boundary of the City;

the just, fair, and reasonable charges for water and wastewater service as provided
in the Texas Water Code;

whether the treatment works to be financed under the application consider cost-
effective, innovative, nonconventional methods of treatment;

the water quality needs of the waters into which effluent from the treatment works
will be discharged, the benefit of the treatment works to such water quality needs,
the relationship of the treatment works to the overall, statewide water quality
needs; and the relationship of the treatment works to water quality planning for
the state;

the availability of revenue to the City, from all sources, for the ultimate
repayment of the cost of the treatment works, including interest;

whether the City has been designated, pursuant to Tex. Water Code § 26.082, to
provide a regional system to serve all or part of the waste disposal needs of a
defined area, the development of such systems being the declared policy of the
legislature; and

whether the use of septic tanks as the method for providing sewer services under
the applicant’s plan is not feasible in the area covered by the application;

WHEREAS, the Board hereby finds:

1.

that the City has adopted and implemented a water conservation program for the
more efficient use of water that will meet reasonably anticipated local needs and
conditions and that incorporates practices, techniques or technology prescribed by
the Texas Water Code and Board’s rules;


























