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City of Calistoga
Staff Report

T0: Honorable Mayor and City Council

FROM: James M. Smith, Senior Civil Engineer

VIA: Dan Takasugi, Director of Public Works

DATE: October 6, 2009

SUBJECT: Consideration of a Resolution Authorizing and Providing for

the Incurrence of Indebtedness for the Purpose of Providing a
Portion of the Cost of Consftructing the Mt. Washington Water
Storage Tank Project

APPROVAL FOR FORWARDING:

PNwwery C. Pl

J@ C. McCann, City Manager

ISSUE:

Consideration of a Resolution authorizing and providing for the incurrence of indebtedness for
the purpose of providing a portion of the cost of constructing the Mt. Washington Water Storage
Tank Project. _ .

RECOMMENDATION:

Adopt Resolution.

BACKGROUND/DISCUSSION:

The City of Calistoga applied for and was granted a $3,750,000 loan from the United States
Department of Agricultural (USDA) for the Mt. Washington Water Storage Tank Project. One of
the provisions of the USDA Contract requires the execution of Form RUS Bulletin 1780-27,
“Loan Resolution® (attached). The adoption of the attached Resolution is one step in a series of
actions the City must take in conformance with USDA requirements. Most of the other actions
are handled at the Staff level.

Now that the USDA funding has been secured, the project can proceed to construction.. As
previously reported to the Council, construction is scheduled to begin at the optimum time of the
year — in March 2010. Advertisement and bidding is scheduled to occur over the upcoming
winter.
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FISCAL IMPACT:

The Mt. Washington Water Storage Tank project will be funded from a USDA Loan, Measure A
funds, a CSCDA loan for the property acquisition, and other sources as shown below:

The USDA Loan program requires a short-term interim financing loan untit the projects are
completed. This is a typical method of financing these types of projects and the added costs
are offset by the lower interest rates from the USDA Loan. For this project, the USDA has
agreed to provide the interim financing. The current terms of the USDA loan is a 2.625% loan

Budget
Project Funding
USDA $3,750,000
Measure A 2,300,000
CSCDA Loan 1,500,000
Water Capital 933,800
Total Project Costs $ 8,483,800

Budget
Project Costs
Administration/Construction Mgmt./Inspection $ 670,000
Planning/Design/Environmental 564,000
Improvements 4,548 000
Land Acquisition 2,021,800
Contingency 680,000
Total Project Costs $ 8,483,800

with a 40-year term. The estimated annual loan payment will be $152,550.

Project costs through Fiscal Year 08/09 were $2,532,950 with remaining project costs of

$5,950,850.

ATTACHMENTS

1.

\Public Works Projects\Mt. Washington Tank\USDAVISDA Loan Resolution SR

Loan Resolution
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RUS BULLETIN 1780-27 APPROVED
RESOLUTION NO. 2009- OMB. No. 0572-0121
LOAN RESOLUTION
(Public Bodies)
A RESOLUTION OF THE CITY COUNCIL

OF THE CITY OF CALISTOGA
AUTHORIZING AND PROVIDING FOR THE INCURRENCE OF INDEBTEDNESS FOR THE PURPOSE OF PROVIDING A
PORTION OF THE COST OF ACQUIRING, CONSTRUCTING, ENLARGING, IMPROVING, AND/OR EXTENDING ITS

Water System Improvements (Water Storage Tank)

FACILITY TO SERVE AN AREA LAWFULLY WITHIN ITS JURISDICFION TO SERVE.

WHEREAS, it is necessary for the City of Calistoga

{Public Body)
(herein afier called Association) to raise a portion of the cost of such undertaking by issuance of its bonds in the principal amount of

Three Million Seven Hundred Fifty Thousand Dollars ($3,750,000.00)

pursuant to the provisions of the Letter of Conditions dated August 10, 2009 ; and
WHEREAS, the Association intends to obtain assistance from the United States Department of Agriculture,

(herein called the Government) acting under the provisions of the Consolidated Farm and Rural Development Act (7 U.S.C, 1921
et seq.) in the planning. financing, and supervision of such underlaking and the purchasing of bonds lawfully issued, in the event
that no other acceptable purchaser for such bonds is found by the Association:

NOW THEREFORE, in consideration of the premises the Association hereby resolves:
1. To have prepated on its hehalf and to adopt an ordinance or resolution for the issuance of its bonds containing such
items and in such forms as are required by State statutes and as are agreeable and acceptable fo the Government.

2. To refinance the unpaid balance, in whole or in part, of its bonds upon the request of the Government if at any time
it shall appear to the Government that the Association is able to refinance its bonds by obtaining a loan for such purposes
from responsible cooperative or private sources at reasonable rates and ferms for loans for similar purposes and periods
of time as required by section 333(c) of said Consolidated Farm and Rural Development Act (7 U.S.C. 1983(c)).

3. To provide for, exeeute, and comply with Form RD 400-4, “Assurance Agreement," and Form RD 400-1, "Equal
Opportunity Agreement,” including an "Equal Opportunity Clause," which clause is to be incorporated in, or attached
as a rider 1o, each construction contract and subcontract invelving in excess of $10,000.

4. To indemnify the Govemment for any payments made or Josses suffered by the Government on behalf of the Association.
Such indemnification shall be payable from the same source of funds pledged to pay the bonds or any other legal ly per-
missible source. .

5. That upon defaukk in the payments of any principal and acerued interest on the bonds or in the performance of an
covenant or agreement coniained herein or in the instruments incident to making or insuring the loan, the Government a!
its option may (a) declare the entire principal amount then outstanding and accrued interest immediately due and
payable, (b) for the account of the Association (payable from the source of funds pledged 1o pay the bonds or any other
legally permissible source}, incur and pay reasonable expenses for repair, maintenance, and operation of the facility
and such other reasonable expenses as may be necessary to cure the cause of default, and/or (¢} take possession of the
facility, repair, maintain, and operate or rent it. Default under the provisions of this resolution or any instrument incident to
the making or insuring of the loan may be construed by the Government to constitute default under any ether instrament
held by the Government and executed or assumed by the Association, and default under any such instrument may be
construed by the Government to constifute default hereunder.

6. Not to sel}, transfer, lease, or otherwise encumber the facility or any portion thereof, or interest therein, or permit others
to do so, without the pricr written consent of the Government,

7. Not to defease the bonds, or 1o botrow money, enter into any contractor agreement, or otherwise incur any liabilities
for any purpose in connection with the facility (exclusive of normal maintenance} without the prior writlen consent of the
Government if such undertaking wouid involve the source of funds pledged to pay the bonds,

8. To place the proceeds of the bonds on deposit in an account and in a manner approved by the Government. Funds may be
deposited in institutions insured by the State or Federal Government or invested in readily marketable securities backed
by the full faith and credit of the United States. Any income from thess accounts will be considered as revenues of the system.

9. To comply with all applicable State and Federal laws and regulations and to continually operate and maintain the facility
in good condition.

10. To provide for the receipt of adequate revenuss io meet the requirements of debt service, operation and maintenance, and
the establishment of adequate reserves. Revenue accumulated over and above that nesded to pay operating and mainte-
nance, debt service and reserves may only be retained or used to make prepayments on the loan. Revenue cannot be used
to pay any expenses which are not directly incarred for the facility financed by USDA. No free service or use of the

facility will be permitted,
Acecording to the Paperwork Reduction Act of 1995, an agency may noi conduct or spensor, aid & person is not required o respond 1o, a collection of information unless
it displays a valid OMB contral number. The valid OMB control number for this infermation colfection is 05 72-0121. The time required to compleie this information
collection is estimated 1o average 1 hour per response, inciuding the fime for reviewing instructions, searching existing data sowrces, gathering and maintaining the
deta needed, and completing and reviewing rhe coflection of bformation.
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To acquire and maintain such insurance and fidelity bond coverage as may be required by the Government,

To establish and maintain such books and records relating to the operation of the facility and its financial affairs and to
provide for required audit thereof as required by the Government, to provide the Government a copy of each such audit
without its request, and to forward to the Government such additional information and reports as it may from time o
time require.

13,

14.

I5.

16,

17.

To provide the Government at all reasonable times access to 211 books and records relating to the facility and access to
the property of the system so that the Government may ascertair that the Association is complying with the provisions
hereof and of the instruments incident to the making or insuring of the loan,

That if the Government regulires that a reserve accoutit be established, disbursements from that account(s) may be used
when necessary for payments due on the bond if sufficient funds are not otherwise available and prior approval of the
Government is obtained. Also, with the prior written approval of the Government, funds may be withdrawn and

used for such things as emergency maintenance, exiensions to facilities and replacement of short lived assets.

To provide adequate service to all persons within the service area who can feasibly and legally be served and to obtain
USDA’s concurrence prior o refusing new or adequate services to such persons. Upen failure to provide services which
are feasible and legal, such person shall have a direct right of action against the Association or public body.

To comply with the measures identified in the Government’s environmental impact analysis for this facility for the pur-
pose of avoiding or reducing the adverse environmental impacts of the facility's construction or operation.

To accept a grant in an amount not o exceed $ N/A

under the terms offered by the Government; that the .

and === of the Association are hereby authorized and empowered to take all action necessary
or appropriate in the execution of all written instruments as may be required in regard to or as evidence of such grant; and
to operate the facility under the terms offered in said grant agreement(s).

The provisions hereof and the provisions of all instruments incident to the making or the insuring of the loan, unless otherwise
specifically provided by the terms of such instrument, shall be binding upon the Association as long as the bonds are held or
insured by the Government or assignee. The provisions of sections 6 through 17 hercof may be provided for in more specific
detail inthe bond resolution or ordinance; to the extent that the provisions contained in such bond resolution or ordinance
shouid be found to be inconsistent with the provisions hereof, these provisions shall be consirued as controlling betwoen the
Association and the Government or assignee.

The vote was; Yeas Nays Absent
IN WITNESS WHEREOF, the City Council of the

City of Calistoga has duly adopted this resolution and caused it
to be executed by the officers below in duplicate on this October . day of _2009

City of Calistoga
(SEAL)
James €. McCann

Attest: Tite _City Manager

Susan Sneddon

Title

City Clerk




