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Winters City Council Meeting
City Council Chambers
318 First Street
Tuesday, September 18, 2012

Members of the Cily Council

Cecilia Aguiar-Curry, Mayor
Woody Fridae, Mayor Pro-Tempore

Harold Anderson John W. Donlevy, Jr., City Manager
Wade Cowan John Wallace, City Attomey
Michasl Martin Nanici Mills, City Clerk

6:00 p.m. — Executive Session

AGENDA

Safe Harbor for Closed Session — Pursuant to Government Code Section
54954.5

Pursuant to Government Code Section 54956.8 — Real Estate Negotiations —
Grant Avenue Commercial Project, APN’s 003-370-028, 003-370-029, 003-370-
030 — Real Property Negotiator City Manager John W. Donlevy Jr.

Pursuant to Government Code Section 54956.8 — Real Estate Negotiations -
Downtown Hotel between Railroad Avenue, Abbey Street, First Street and
Newt's Expressway, Winters, CA, Real Property Negotiator City Manager John
W. Donlevy, Jr.

Pursuant to Government Code Section 54957 - Public Employee Performance
Evaluation — City Manager

Pursuant to Government Code Section 54957 - Public Employee Performance
Evaluation - City Attorney
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6:30 p.m. — Reqular Meeting
AGENDA

PLEASE NOTE - The numerical order of items on this agenda is for convenience
of reference. Iltems may be taken out of order upon request of the Mayor or
Councilmembers. Public comments time may be limited and speakers will be
asked to state their name.

Roll Call
Pledge of Allegiance

Approval of Agenda

COUNCIL/STAFF COMMENTS

PUBLIC COMMENTS

At this time, any member of the public may address the City Council on matters,
which are nof listed on this agenda. Citizens should reserve their comments for
matter listed on this agenda at the time the item is considered by the Council. An
exception is made for members of the public for whom it would create a hardship
to stay until their item is heard. Those individuals may address the item after the
public has spoken on issues that are not listed on the agenda. Presentations
may be limited to accommodate all speakers within the time available. Public
comments may also be continued to later in the meeting should the time allotted
for public comment expire.

CONSENT CALENDAR

All matters listed under the consent calendar are considered routine and non-
controversial, require no discussion and are expected to have unanimous
Council support and may be enacted by the City Council in one motion in the
form listed below. There will be no separate discussion of these items.
However, before the City Council votes on the motion to adopt, members of the
City Council, staff, or the public may request that specific items be removed from
the Consent Calendar for separate discussion and action. Items(s) removed will
be discussed later in the meeting as time permits.

A. Minutes of the Regular City Council Meeting Held on September 4,
2012 {pp 1-4)

City of Winters
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PRESENTATIONS

Presentation of Proclamation Recognizing Newt Wallace (pp 5)
Presentation of Proclamation Recognizing Mr. and Mrs. Gene
Caselli, 100 year old and 97 years old, respectively, who will also
be celebrating 75 years of marriage in November, 2012 (pp 6)

Christine Crawford - SACOG Shared Services and Yolo County
Joint Powers Authority (JPA) — No Backup

DISCUSSION ITEMS

1. City of Winters/Cross Development, LLC Purchase and Sale
Agreements (pp 7-19)

2. Approve Staff Recommendation for City Staff to Resume the
Operations, Maintenance and Management of all Wastewater
Operations in Lieu of Renewing Contract with Southwest Water,
Inc. (SWW) or Another Service Provider (pp 20-40)

CITY OF WINTERS AS SUCCESSOR AGENCY TO THE WINTERS
COMMUNITY DEVELOPMENT AGENCY

CITY MANAGER REPORT

INFORMATION ONLY

EXECUTIVE SESSION

ADJOURNMENT

| declare under penalty of perjury that the foregoing agenda for the September
18, 2012 regular meeting of the Winters City Council was personally delivered to
each Councilmember's mail boxes in City Hall and posted on the outside public
bulletin board at City Hall, 318 First Street on September 12, 2012, and made
available to the public during normal business hours.

\%/M@’Q/Z&&L u/&z ‘/é/ﬁ{-c' %%J/

Nanci G. Mills, City Clefrk

City of Winters
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Questions about this agenda — Please call the City Clerk’s Office (5630) 795-4910
ext. 101. Agendas and staff reports are available on the city web page
www.cityofwinters.org/administrative/admin_council.htm

General Notes: Meeting facilities are accessible to persons with disabilities. To
arrange aid or services to modify or accommodate persons with disability to
participate in a public meeting, contact the City Clerk.

Staff recommendations are guidelines to the City Council. On any item, the
Council may take action, which varies from that recommended by staff.

The city does not transcribe its proceedings. Anyone who desires a verbatim
record of this meeting should arrange for attendance by a court reporter or for
other acceptable means of recordation. Such arrangements will be at the sole
expense of the individual requesting the recordation.

How to obtain City Council Agendas:

View on the internet. www.cityofwinters.org/administrative/admin_council.htm
Any attachments to the agenda that are not available online may be viewed at
the City Clerk’s Office or locations where the hard copy packet is available.

Email Subscription: You may contact the City Clerk’s Office to be placed on the
list. An agenda summary is printed in the Winters Express newspaper.

City Council agenda packets are available for review or copying at the following
locations:

Winters Library — 708 Railroad Avenue

City Clerk’s Office — City Hall — 318 First Street

During Council meetings — Right side as you enter the Council Chambers

City Council meetings are televised live on City of Winters Government Channel 20 (available to those who
subscribe to cable television) and replayed following the meeting.

Wednesday at 10:00 a.m.

Videotapes of City Council meetings are available for review at the Winters Branch of the Yolo County Library.

City of Winters
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Minutes of the Winters City Council Meeting
Held on September 4, 2012

6:00 p.m. — Executive Session

Safe Harbor for Closed Session — Pursuant to Government Code Section
54954.5

Pursuant to Government Code Section 54956.8 — Real Estate Negotiations -
Grant Avenue Commercial Project, APN's 003-370-028, 003-370-029, 003-370-
030 - Real Property Negotiator City Manager John W. Donlevy, Jr.

City Manager Donlevy said direction was provided to Real Property Negotiator to
move the project forward and added there was no reportable action taken
regarding the Grant Avenue Commercial property.

6:30 p.m. — Reqular Meeting

Present: Council Members Harold Anderson, Wade Cowan, Woody Fridae
Michael Martin and Mayor Cecilia Aguiar-Curry

Absent: None

Staff: City Manager John Donlevy, City Attorney John Wallace, City Clerk

Nanci Mills, Management Analyst Mary Jo Rodolfa, and
Management Analyst Tracy Jensen.

Patricia Stanionis led the Pledge of Allegiance.

Approval of Agenda: City Manager Donlevy said there were no changes {o the
agenda. Motion by Council Member Fridae, second by Council Member Martin
to approve the agenda. Moticn carried unanimously.

COUNCIL/STAFF_COMMENTS: Council Member Anderson attended the
ground breaking ceremony for the Kaiser Vacaville Emergency Teleport facility
on 8/22, which will also accommodate military helicopters. Kaiser is partnering
with Travis AFB and sharing of the doctor's medical expertise. The “golden hour”
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is the first hour in an emergency room. Council Member Anderson presented
Mayor Aguiar-Curry with a golden shovel from the ground-breaking ceremony.

Council Member Fridae said there is a Chamber Mixer/Rib Cook-off on Monday,
September 10" @ 5:30 and Tuesday, September 11" is the Buckhorn's Classic
Car Show.

Council Member Cowan attended the Planning Commission mesting on 8/28,
where one of the topics discussed was The Buckhorn’s Ring of Fire, an outdoor
fire pit in the common area on the corner of Railrcad and Main. The Planning
Commission asked Mr. Pickerel to move forward on the project. Council Member
Cowan attended “Country in the Hills” dinner sponsored by the Stocking and
Smaystria families to raise money to pay for wreaths laid at the National
Cemetery at Christmas. The Youth Day Committee sold 60 rubber ducks at the
Earthquake Festival for the Youth Day Duck Derby. The committee will also sell
rubber ducks at the remaining car shows and the Festival de la Communidad.

Council Member Martin said the wreath-laying project for 9,000 veterans at the
National Cemetery is a great project and has not experienced a more humbling
event. Thanks to the Smaystria and Stocking families for taking this project on.

Council Member Martin plans to sponsor a table at next year's dinner and invited
Council to join him.

Mayor Aguiar-Curry attended a meeting with David Brown and Luz Rodriguez
from the Sacramento-Yolo Mosquito & Vector Control District, who said West
Nile Virus is on the rise. They left brochures and their phone number, 800-429-
1022 in the event that anyone has symptoms. On 8/22, Mayor Aguiar-Curry took
a tour with Congressman Garamendi regarding Winters Broadband for rural
communities; attended a WRA Executive Committee Meeting on 8/23 and a
Board of Directors meeting on 9/17, where they reviewed projects funded,
including a couple of Winters projects; participated in a League of California
Cities webinar regarding end-of-session bills with Director of Financial
Management Gunby; attended Yolo County Farm Bureau’s “Water by the 21°
Century” with City Manager Donlevy; also visited the Port of Sacramento with
City Manager Donlevy; discussed the feasibility and sustainability of an Ag Hub
at SACOG, and was accompanied by City Manager Donlevy and Economic
Development/Housing Manager Dan Maguire; met with visitors this week
regarding the hotel; attended the Hispanic Advisory Committee meeting; will
attend the Sexual Harassment training being offered by the City of Winters on
8/28; thanked City Manager Donlevy and all the AYSO volunteers for prepping

the playing fields; and thank you to the Chamber of Commerce for sponsoring
another successful Earthquake Festival.

PUBLIC COMMENTS: Trish Stanionis spoke on behalf of the Yolo County
Service Agency, who has partnered with RISE and the Wintun fribe to develop

City of Winters
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additional pediatric resources, including the Expanded Family Project and the
Expanded Reading Project. These projects help to strengthen families and
parenting. Mental health issues, if not treated, can become difficult and costly,
and Council Member thanked Ms. Stanionis for her involvement.

CONSENT CALENDAR

Minutes of the Regular Meeting of the Winters City Council Held on
August 21, 2012

>

B. Approval of Amplified Sound Permit Application for the Festival de
la Comunidad
C. Approval of Street Closure for Rootstock's Tempranillo

Festival Flaminco Dance Performance

City Manager Donlevy gave an overview. Council Member Anderson requested
a correction to the 8/21/12 minutes. Motion by Council Member Martin to

approve the consent calendar as corrected. Second by Council Member Fridae.
Motion carried unanimously.

DISCUSSION ITEMS

1. Resolution 2012-33, a Resolution of the City Council of the City of
Winters, Approving a Ballot Measure for the November 6, 2012
Statewide Election Establishing the Appointed Office of Director of
Finance

City Manager Donlevy gave an overview, Council Member Fridae compared the
Treasurer position {(elected) to the Director of Finance (appointed), who would be
subjected to run for re-election every four years. Voters can't count on the
Director of Finance being elected and Yolo County wants to retain a level of
expertise on the team.

Mayor Aguiar-Curry said current Yolo County Auditor-Controller and Treasurer-
Tax Collector Howard Newens plans to retire, but wants to stay involved to see
the outcome of Measure H and added that Measure H is good to support.
Council Member Anderson asked if Mr. Newens supports Measure H.
Management Analyst Mary Jo Rodolfa said the County documents included in
the packet reference his involvement and added the Yolo County Board of
Supervisors support the measure. Council Member Anderson voiced his
concerns about Yolo County being a small county. Mayor Aguiar-Curry said the
savings of not having an election for this position would save the County
$35,000.

Motion by Council Member Fridae to adopt Resolution 2012-33 in support of
Measure H, a ballot measure submitting to the voters of Yolo County the

City of Winters
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question of whether the County of Yolo should establish the appointed office of
Director of Finance. Council Member Anderson voiced his skepticism. Second
by Council Member Martin. Motion carried with the following vote:

AYES: Council Members Anderson, Cowan, Fridae, Martin, Mayor Aguiar-
Curry

NOES: None

ABSENT: None

ABSTAIN: None

CITY OF WINTERS AS SUCCESSOR AGENCY TO THE WINTERS
COMMUNITY DEVELOPMENT AGENCY

CITY MANAGER REPORT: The League of California Cities starts tomorrow.
The City welcomes Burger King and Arco to the community. Council Member
Fridae and City Manager Donlevy attended the County 2X2 where they
discussed the overpasses and the conditions of county roads.

We're almost there regarding the |-505 utilities. Within the area of benefit, costs
have been distributed and the cost allocation between the three partners is fine.
We'll see $1.4 million dollars in improvements. The Ag Hub concept is moving
forward following a conference call last Thursday with the County and SACOG.
The Winters Fire Department will have a strategic plan in place by November,
which will be presented to Council by Fire Chief McAlister. The fires in California
are dying down. Winters Strike team member Ron Karlen was out on the fires for
16 days. Staff continues to negotiate regarding the hotel project and will bring an
update to the next meeting. The meeting held last week with a foreign company
was also interested in the ag sustainability industries combination of
research/development and sales. Ag sustainability is huge with the idea of
producing more and using less. There are many technical elements, ie: water,
organics, maintenance which are critical and require a lot of education.

ADJOURNMENT: Mayor Aguiar-Curry adjourned the meeting at 7:15 p.m.

Cecilia Aguiar-Curry, MAYOR
ATTEST:

Nanci G. Mills, City Clerk

City of Winters
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A PROCLAMATION OF THE CITY COUNCIL OF THE

CITY OF WINTERS RECOGNIZING
JAMES NEWTON WALLACE

WHEREAS, Newt Wallace has been the official “Winters Weather Watcher” for 50+ years, and

WHEREAS, Newt has been responsible for reading and recording the daily high and low temperatures,
as well as monitoring the rainfall from the official weather station located behind the Winters Express
building, and

WHEREAS, Newt has received multiple awards for his loyal service, including the Thomas Jefferson
Award in 1999, which is bestowed upon only six weather observers in the U.S. each year by the National
Weather Service, and

WHEREAS, the weather observer position is part of the National Weather Service, which oversees a
nation-wide network of more than 9,000 weather observers that maintain a daily record of the nation’s
climate, and

WHEREAS, at 93 years young, Newt may be giving up the title of official Winters weatherman, but will
continue to be the “World’s Oldest Paperboy” and publisher emeritus of the Winters Express.

NOW, THEREFORE, the City Council of the City of Winters hereby recognizes James “Newt” Wallace
and thanks him for his 50+ years of providing the City of Winters with their official temperature and
rainfall readings.

PROCLAIMED THIS 18™ DAY OF SEPTEMBER, 2012.

Mayor Cecilia Aguiar-Curry Mayor Pro Tem Woody Fridae
Councilmember Harold Anderson Councilmember Wade Cowan
Councilmember Michael Martin City Manager John W. Donlevy, Jr.

ATTEST: Nanci G. Mills, City Clerk
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A PROCLAMATION OF THE CITY COUNCIL OF THE CITY OF WINTERS
HONORING GENE & MARION CASELLI

WHEREAS, Gene Caselli, born in San Jose on August 15, 1912, and Marion Caselli, born in San Jose
on August 12, 1915, are celebrating their 100" and 97" birthdays, respectively; and

WHEREAS, Gene and Marion, who met in San Jose at a basement dance, will be celebrating their 75"
wedding anniversary on November 21, 2012; and

WHEREAS, Gene worked for Westinghouse in Sunnyvale as a machinist, working on the tron Man
Project building liberty ships from 1941 to 1955, while Marion was a homemaker taking care of their
three children, Margene, born in 1942, David, born in 1947 and Stephen, born in 1959; and

WHEREAS, the Caselli family moved to Winters on June 6, 1955, to begin farming 80 acres with
Gene's brother, which included apricots, peaches, oranges, and wainuts; and

WHEREAS, the Caselli's employed as many as 100 school-age fruit cutters and shed boys for the
production of dried apricots and dried peaches over a span of 32 years, and also employed up to 40
fruit pickers who lived on the ranch during the summer and worked the various crops; and

WHEREAS, for 25 years, the Caselli's operated a fruit stand selling fresh apricots and oranges,
beginning before Yolano Harvest Trails and thriving during and after, and utilized a client list of several
hundred loyal customers from near and far seeking Royal Blenheim apricots, selling as much as 1,000
40# field lugs a day; and

WHEREAS, Gene and Marion have been active in their church, have taken care of not only their own
family but extended family members, have enjoyed gardening and hosting numerous family
celebrations; and

NOW, THEREFORE, BE IT PROCLAIMED, on this 18" day of September, 2012, by the City Council of
the City of Winters, that Gene Caselli is hereby recognized as Winters’ newest centenarian, that Marion
Caselli is hereby recognized on her 97" birthday, and Gene and Marion Caselli are hereby
congratulated for their 75 years of marriage and for their service to the Winters farming community.

Mayor Cecilia Aguiar-Curry Mayor Pro Tem Woody Fridae .
Councilmember Harold Anderson Councilmember Wade Cowan
Councilmember Michael Martin City Manager John W. Donlevy, Jr.

ATTEST: City Clerk Nanci G. Mills
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CITY COUNCIL
STAFF REPORT
TO: Honorable Mayor and Council Members
DATE: September 18, 2012
THROUGH: John W. Donlevy, Jr., City Manage
FROM: Dan Maguire, Economic Development and Housing Manager M

SUBJECT: City/Cross Development Purchase and Sale Agreements

RECOMMENDATIONS:

Staff recommends that the City Council (1) Receive an update on Letters of Intent
received from Cross Development, LLC for the purchase of Portions of the Grant
Avenue Commercial Property {APN #s 003-370-028, 003-370-029, & 003-370-030) (2)
provide direction to staff regarding these potential property sales.

BACKGROUND:

In May 2009, the Winters CDA (‘Redevelopment Agency”) purchased the Grant Avenue
lot on the south side of Grant Avenue between East Street and Morgan Street formerly
known as Granite Bay Commercial. The CDA subsequently authorized the issuance of
an RFP for potential developers to offer proposals for development of the site.

Although the CDA did enter into an Exclusive Negotiation Agreement (“ENA”) with the
Yackzan Group, that ENA did not result in any development on the property.

In March 2011, the City Council adopted Resolution 2011-15 approving a Purchase and
Sale Agreement with the Winters CDA with respect to the property. The Resolution laid
out the findings for the transfer of this property in consideration of the debt owed to the
City by the Winters CDA, and authorized staff to contract with Bartholowmew and
Associates to have the property appraised to determine fair market value. The
appraised value for the 4.5 acre property was determined to be $980,000 as of the date
of the appraisal. This appraised value calculates to approximately $4.97 per square
foot.

The City has continued to pursue commercial development on the property, consistent
with the original intent of the acquisition. The Letters of Intent (“LOI") lay out the
parameters for the purchase and development of two parcels of the property. The first



LOl is for the purchase of the eastern most piece of the property, comprised of
approximately 44,431 square feet at a sales price of $222,156.00 ($5.00 per square
foot). The property is being purchased for the development of a Dollar General Store.
Dollar General is one of the largest retailers in the U.S., with 10,000 stores in 40 states.
They offer customers general merchandise, along with limited food lines.

The second LOI proposes the purchase of the adjacent parcel just west of the first
parcel, roughly 37,897 square feet in size at a proposed sale price of $189,486.00
($5.00 per square foot). Although the Letter of Intent does not specify the proposed
retailer that the property would be developed for, subsequent conversations with the
Commercial Broker representing Cross Development in discussions with staff, did
confirm it would be for the potential development of an Auto Zone auto parts store.
While the timing of this potential development is separate from that of the Dollar
general Store, the broker indicated they often develop stores in tandem. Staff also
notes that Auto Zone had made prior inquiries into establishing a presence in Winters.

FISCAL IMPACTS:

The City's costs associated with selling the properties are to-be-determined; however,
at the proposed sales prices, the City stands to realize $411,642.00 from the two
transactions.

ATTACHMENTS:
Letter of Intent — August 29, 2012

Letter of Intent — September 4, 2012
Dollar General, Store Growth & Real Estate (background)
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August 29, 2012

Dan Maguire

Economic Development and Housing Manager
City of Winters

318 First Street

Winters, Ca 95694

Subject: Portion of APN #’s: 003-370-028 and 003-370-029; Winters,, CA: 1.02 acres

Dear Mr. Maguire,

Cross Development, LLC or assigns (“Purchaser”), a Texas limited liability company, is
interested in purchasing from the City of Winters (“Seller”) the real property located at a
portion of APN #’s 003-370-028 and 003-370-029, Winters, CA (the “Property™) (see
attached exhibit).

Purchaser proposes the following terms:

. Purchase Price. The Purchase Price for the Property shall be $222,156.00 ($5.00
psf).

. Purchase Contract. As soon as practicable after execution of this letter, Seller
and Purchaser will enter into an agreement prepared by Purchaser’s counsel (the
“Purchase Contract”) containing terms substantially similar to those described
in this letter, together with such other terms and conditions as are reasonably
necessary to complete the transaction as contemplated by the parties. The

Purchase Contract shall be governed by the laws of the state where the Property is
located.

3. Due Diligence Period. Within ten (10) days after execution of the Purchase

Contract, Seller will fumish to Purchaser copies of any existing title insurance
policy, survey and environmental assessment report pertaining to the Property that
Seller may have in Seller’s possession. Purchaser, at Purchaser’s option and
expense during the period commencing on the effective date of the Purchase
Contract and ending one hundred and fifty (150) days thereafter (the “Due
Diligence Period”), will have the right to conduct surveys, audits, tests,
examinations, appraisals and inspections of the Property (the “Due Diligence™)

Cross Development, LLC

5601 Granite Parkway * Suite 260 * Plano, TX 75024 * 214-614-8252 * 214-556-1110

Fax
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Purchaser shall have the option to extend the Due Diligence period for thirty (30)
days if needed.

. Earnest Money Deposit. Within three (3) days after the effective date of the
Purchase Contract, Purchaser shall deposit into an interest-bearing account
maintained by TBD title company (the “Title Company™), Purchaser’s funds in
the amount of $10,000.00 (the “Deposit™). Subject to a Seller default, the Deposit
shall be non-refundable after the expiration of the Due Diligence Period. The
Deposit will be applied to the Purchase Price at Closing (defined below).

. Broker’s Commissions. Jason Read with CBRE by separate agreement
(collectively, the “Broker”)

. Closing Costs.

(a) Payment and Proration of Taxes and Expenses. At the Closing, Seller will
pay any sales taxes that may be due as a result of the transaction and all
state or local real property conveyance and transfer taxes incurred in
connection with the sale. At the Closing, Seller will pay any assessment
that is a lien on the Property as of the Closing Date (defined below).

(b) Payment of Closing Costs. Purchaser shall be responsible for payment of
(i) the recording cost of the Deed and other closing documents, (ii) the cost
of any endorsements or additional coverages to the Title Policy, (iii) all
costs and expenses in connection with its due diligence investigation (iv)
the cost of any financing obtained by Purchaser, including all closing costs
in connection therewith, (v) an updated survey of the Property, and (vi)
one-half (}2) of the escrow fees charged by the Title Company. Seller shall
be responsible for payment of (i) documentary stamp taxes or other transfer
charges in connection with the transfer of the Property, (ii) the base cost of

the Owner’s Title Policy, and (iii) one-half (%) of the escrow fees charged
by Escrow Agent.

. Closing. 30 days after Buyer’s receipt of building permit. (the “Closing Date)

. Delivery of Possession. At the Closing, Seller will deliver to Purchaser
possession of the Property free of any possessory rights of Seller or its agents.

. Confidentiality. This letter shall not be construed as a contract to purchase the
Property, but is merely an attempt to confirm the basic business points of a
proposed transaction. The parties will endeavor in good faith to negotiate to a
mutually acceptable Purchase Contract for execution. Prior to Closing or
termination of the Purchase Contract, neither party will disclose the existence or

Cross Development, LLC

5601 Granite Parkway * Suite 260 * Plano, TX 75024 * 214-614-8252 * 214-556-1110

Fax
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terms of this letter, the Purchase Contract or any of the information about the
Property obtained in connection with the proposed transaction to any third party
other than those whose knowledge and consent are required for consummation of
the transaction.

10. Financing Contingencies. There shall be no financing contingencies associated
with the Purchase Contract.

If these basic business points are acceptable to you, please acknowledge your
acceptance by signing a copy of this lefter and return it to the undersigned no later than
three (3) business days after the date of this letter

Sincerely,

-

Steve Rumsey
Cross Development, LLC

Title:
Seller

Cross Development, LLC
5601 Granite Parkway * Suite 260 * Plano, TX 75024 * 214-614-8252 * 214-556-1110
Fax
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EXHIBIT A
Site Plan
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Cross Development, LLC
5601 Granite Parkway * Suite 260 * Plano, TX 75024 * 214-614-8252 * 214-556-1110
Fax
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From: Read, Jason @ Sacramento [Jason.Read@cbre.com]
Sent: Wednesday, August 28, 2012 7:07 AM
To: Daniel J. Maguire
Ce: Steve Rumsey
Subject: Winters - Cross Development
Attachments: Winters_Maguire_Cross LOI 8.15 8-29-12.pdf
Good morning Dan,

Attached please find the letter of intent from Cross Development for the development of the Dollar General.
We look forward to working with you on this deal!

Thank you,
Jason

Jason Read | Vice President | Lic. 01341972

CBRE, Inc. | Broker Lic.00409987 | CRC Retail Team
565 Capitol Mall, Suite 100 | Sacramento, CA 95814
T 916 446 8273 | F 916 446 8750 | C 916 802 8509

jason.read@cbre.com | Meet The Team | View Our Listings

This email may contain information that is confidentlal or attormey-client privileged and may constitute Inside information. The contents of this email are intended
only for the recipient(s) listed above. If you are not the Intended recipient, you are directed not to read, disclose, distribute or otherwise use this transmission. If you
have recsived this email in error, please notify the sender immediately and delete the transmission. Dellvery of this message [s not intended to waive any
applicable privileges.

13
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September 4, 2012

Dan Maguire

Economic Development and Housing Manager
City of Winters

318 First Street

Winters, Ca 95694

Subject: Portion of APN #s: 003-370-028 and 003-370-029; Winters, CA: 0.87 acres
(adjacent to proposed Dollar General)

Dear Mr. Maguire,

Cross Development, LLC or assigns (“Purchaser™), a Texas limited liability company;, is
interested in purchasing from the City of Winters (“Seller”) the real property located at a
portion of APN #’s 003-370-028 and 003-370-029, Winters, CA (the “Property”) (see
attached exhibit).

Purchaser proposes the following terms:

1. Purchase Price. The Purchase Price for the Property shall be $189,486.00 ($5.00
psf).

2. Purchase Contract. As soon as practicable after execution of this letter, Seller
and Purchaser will enter into an agreement prepared by Purchaser’s counsel (the
“Purchase Contract™) containing terms substantially similar to those described
in this letter, together with such other terms and conditions as are reasonably
necessary to complete the transaction as contemplated by the parties. The
Purchase Contract shall be governed by the laws of the state where the Property is
located.

3. Due Diligence Period. Within ten (10) days after execution of the Purchase
Contract, Seller will fumish to Purchaser copies of any existing title insurance
policy, survey and environmental assessment report pertaining to the Property that
Seller may have in Seller’s possession. Purchaser, at Purchaser’s option and
expense during the period commencing on the effective date of the Purchase
Contract and ending one hundred and fifty (150) days thereafter (the “Due
Diligence Period”), will have the right to conduct surveys, audits, tests,
examinations, appraisals and inspections of the Property (the “Due Diligence”)

Cross Development, LLC
5601 Granite Parkway * Suite 260 * Plano, TX 75024 * 214-614-8252 * 214-556-1110
Fax
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Purchaser shall have the option to extend the Due Diligence period for thirty (30)
days if needed.

. Earnest Money Deposit. Within three (3) days after the effective date of the
Purchase Contract, Purchaser shall deposit into an interest-bearing account
maintained by TBD title company (the “Title Company”), Purchaser’s funds in
the amount of $10,000.00 (the “Deposit™). Subject to a Seller default, the Deposit
shall be non-refundable after the expiration of the Due Diligence Period. The
Deposit will be applied to the Purchase Price at Closing (defined below).

. Broker’s Commissions. Jason Read with CBRE by separate agreement
(collectively, the “Broker”)

. Closing Costs.

(a) Payment and Proration of Taxes and Expenses. At the Closing, Seller will
pay any sales taxes that may be due as a result of the transaction and all
state or local real property conveyance and transfer taxes incurred in
connection with the sale. At the Closing, Seller will pay any assessment
that is a lien on the Property as of the Closing Date (defined below).

(b) Payment of Closing Costs. Purchaser shall be responsible for payment of
(i) the recording cost of the Deed and other closing documents, (ii) the cost
of any endorsements or additional coverages to the Title Policy, (iii) all
cosis and expenses in connection with its due diligence investigation (iv)
the cost of any financing obtained by Purchaser, including all closing costs
in connection therewith, (v) an updated survey of the Property, and (vi)
one-half (%) of the escrow fees charged by the Title Company. Selier shall
be responsible for payment of (i) documentary stamp taxes or other transfer
charges in connection with the transfer of the Property, (ii) the base cost of

the Owner’s Title Policy, and (iii) one-half (}2) of the escrow fees charged
by Escrow Agent.

. Closing. 30 days after Buyer’s receipt of building permit. (the “Closing Date)

. Delivery of Possession. At the Closing, Seller will deliver to Purchaser
possession of the Property free of any possessory rights of Seller or its agents.

. Confidentiality. This letter shall not be construed as a contract to purchase the
Property, but is merely an attempt to confirm the basic business points of a
proposed transaction. The parties will endeavor in good faith to negotiate to a
mutually acceptable Purchase Contract for execution. Prior to Closing or
termination of the Purchase Contract, neither party will disclose the existence or

Cross Development, LLC

5601 Granite Parkway * Suite 260 * Plano, TX 75024 * 214-614-8252 * 214-556-1110

Fax
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terms of this letter, the Purchase Contract or any of the information about the
Property obtained in connection with the proposed transaction to any third party
other than those whose knowledge and consent are required for consummation of
the transaction.

10. Financing Contingencies. There shall be no financing contingencies associated
with the Purchase Contract.

If these basic business points are acceptable to you, please acknowledge your
acceptance by signing a copy of this letter and return it to the undersigned no later than
three (3) business days after the date of this letter

Sincerely,

S~

Steve Rumsey
Cross Development, LLC

Title:
Seller

Cross Development, LLC
5601 Granite Parkway * Suite 260 * Plano, TX 75024 * 214-614-8252 * 214-556-1110
Fax
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EXHIBIT A
Site Plan

A LM

3

NV1d ZLIS ANYNINNSNd

HAJOTIAIA |2

Site

EID3In Ny SSONOANYGN0] | IASMGOTAATT SS0KD  ANYINDD | aRcisgers 48 EaTmme

O

15 A

15 NVOHOW ¥ 3NV INVHE T * YD SHIINN
TS - VI ASD

TIALD
ETO0)

SCALE= 173

NOTER
1, STE PLAN PREFAAED WITHOUT SDERT 8 — "
%umum. L

L SITESUBJECT TO CHAMGE PENDIMG ALL STATE
AMDTITY DROMANCES OR DEED FESTAICTIONS.

3 BUILDING AND RITE SiGN LOGATION, SOUARS EAST BAKER ST.
FOOTAGE, AND TYPE SUBJEDT TO CHANGE
PENDNG ALL STATE AND CITY CRINANCES OR
DERD RESTRTIONS.

Cross Development, LLC
5601 Granite Parkway * Suite 260 * Plano, TX 75024 * 214-614-8252 * 214-556-1110
Fax
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Daniel J. Maguire i} .

From: Read, Jason @ Sacramento [Jason.Read@cbre.com]
Sent: Tuesday, September 04, 2012 9:01 AM

To: Daniel J. Maguire

Cc: 'Steve Rumsey'

Subject: Cross Development - Winters

Attachments: Winters_Maguire_Cross LO1 8.15 9.4.12.pdf

Dan,

Attached is the proposal on behalf of Cross Development for the parcel adjacent to Dollar General.

Please understand that this deal must be handled separately from Dollar General. The intent for this dealis a for
national tenant that typically likes to co-tenant with Dollar General. While Cross is pursing the Dollar General deal at the
direction of Dollar General, Cross would need to finalize a deal with this new prospective tenant. We have confirmed
this tenant’s interest in the City of Winters, but its timing would be different than Dollar General’s.

Thank you,

Jason Read | Vice President | Lic. 01341972

CBRE, Inc. | Broker Lic.00409987 | CRC Retail Team
555 Capitol Mall, Suite 100 | Sacramento, CA 95814
T 916 446 8273 | F 916 446 8750 | C 916 802 8508

jason.read@cbre.com | Meet The Team | View Our Listings

This email may contain information that is confidential or attomey-client privileged and may constitute inside information, The contents of this emall are intended
only for the recipient(s) listed abova. If you are not the intended recipient, you are directed not to read, disclose, distribute or otherwise use this transmission. if you
have received this email in errer, please notify the sender immediately and delete the transmission. Delivery of this message is not intended fo waive any
applicable privileges.
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money. Every day!
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Businesses
Welcome to Dollar Generall  signin| Creats an Account Share this Page @] ue|E Stay Connected ‘i igi =]

Store Growth & Real Estate

We believe In locating our stores based on customer need and convenience. We currently have more than 8,000 stores
throughout our 35 state operating area and we are growing every day.

Site Criterla
Real Estate
Ocgantzational » Located along retall corridor with good traffic
Accounts « High visibility
Tax Exempt « Fullingress and egress
Application » Shopping center and freestanding opportunities considered
Market Demographics

» Median household income — Less than $75.000
« Trade ares population — At least 4,500

Build to Suit Program

« 9,014 sfbuilding

» 70' x 130' prototype design

o Customer friendly parking {(minimum 20}
« Building and pylon signsge

» Accessible truck delivery (53" trailer)

Contact Us

If you have a great location for a Doliar General store, please refer to the Iisting below for fizld representatives located
throughout our 35 stete aperating area. Simply select the appropriate state for the field representative in your area,

Alabama Nebrasks
Arizona Nevada

Arkansas New Hampshire
California New Jersey
Coloradg New Mexico
Connecticut New York
Delaware North Carolina
Florida Ohio

Geoargia Oklahoma
litinois Pennsylvania
Indiana South Carolina
lowa South Dakota
Kansas Tennessee
Kentucky Texas

Louislana Utah

Maryfand Vermont

http://www2.dollargeneral.com/Corporate-Information/pages/real-estate.aspx 9/7/2012 19
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CITY COUNCIL
STAFF REPORT
TO: Honorable Mayor and Counciimembers
DATE: September 18, 2012
THROUGH:  John W. Donlevy, Jr., City Manager
FROM: Eric Lucero, Operations Manager

Carol Scianna, Environmental Services Manager

SUBJECT: City Wastewater Operations- Evaluation of Maintenance Options

RECOMMENDATION: Approve staff recommendation for City staff to resume the operations,
maintenance and management of all Wastewater operations rather than renewing contract with
Southwest Water Inc. (SWW) or another service provider.

BACKGROUND:

System Overview

The City's Wastewater Treatment Operations has the capacity to treat .92 million gailons of
wastewater per day (MGD). The year round average treated is .6 MGD.

There are several parts to the City’s wastewater system:

. The Wastewater Treatment Facility (WWTF) north of town has four aeration ponds,
one effluent polishing pond, four storage ponds and two land application areas totaling
170 acres

® The Headworks located downtown, all of the City’s effluent is gravity fed to this facility
and then pumped up via a forced main line up to the WWTF to be treated

. There are four other lift stations that assist in getting effluent down to the headworks

this includes one at El Rio Villa and the new lift station out by the freeway
. The final part of the system are the 90,000 lineal ft (If) of collection lines
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Woastewater Maintenance Enterprise
Agenda Report- September 18, 2012
Page 2

Regulatory Requirements

In addition to the day to day operations and maintenance required to keep the City’s
wastewater system running smoothly there are numerous regulatory and requirements. The
agency that overseas the City’s Waste Discharge Requirements (WDR) is the Regional Water
Quality Board RWQCB. There are numerous reporting, monitoring and operations
requirements to remain in compliance with the RWQCB, some of these include:

Monitoring influent and effluent daily flows

Weekly and monthly sampling of various constituents ie. pH, dissolved oxygen, total
dissolved solid, total coliform, etc

Monthly Self Monitoring Reports (SMR)

Annual Reports

Monthly Sanitary Sewer Spill or No Spill Reporting

Groundwater Reporting

Southwest Water has been under contract since 1994 to operate the City’s Wastewater Plant
Operations. As per their contract duties include:

All operations and maintenance of the WWTF, the headworks and lift stations
Maintain the part of the lateral service lines that are the City’s responsibility
Clean 53,000 If of sewer collection lines annually and related manholes

Clean 10,000 If of storm drains and catch basins

Mowing and weed abatement of WW facilities

On call response to sewer related call outs

Prepare monthly report in preparation for City’s submittal to RWQCB

City Wastewater system Responsibilities:

Ensure regulatory compliance with all agencies as require

Sewer line repair and replacements both laterals and mainlines as needed
Groundwater compliance

Finance and manage all capital projects

Options for Future Wastewater Operations

The current contract with SWW is due to expire on December 1, 2012. The City’s
options are:

p Negotiate a new contract for continued services with SWW
2. Bid requests for a new service provider
3. Implement a City operated system

2

21



Woastewater Maintenance Enterprise
Agenda Report- September 18, 2012
Page 3

Option 1: SWW is interested in renewing their contract with the City. Their contract has a 15%
overhead and profit margin buiit into it. There is also an annual CPl increase the historically
has ranged from 1.5-3.5%. SWW staff in the last few months has provided very good service,
however given their history staff has serious concerns as to whether the current level of service
will be maintained if the contract were renewed.

Option 2: Bid. A hid will take a fair amount of staff time and money. Given the nature of
contract service providers, the potential for higher costs is very real and the uncertainty as to
whether a different provider would achieve the goal of a improved management and
maintenance of the City’s Wastewater operations.

Option 3: In house operations and maintenance would result in better management and
control of WW facilities and equipment. Risk management would improve due to a higher
level of communication and ongoing maintenance.

The elimination of the contract essentially eliminates a layer of operational management which
exits within the current arrangement. While City and SWW crews regularly work together, the
current management of line personnel is located two hours away in Corning. The arrangement
is cumbersome to say the least. City operation will allow for better control and supervision of
the operations.

The City also benefits from this arrangement in accountability for capital replacement and
maintenance. During the past 10 years under contract, the City has incurred expenses due to
the ramifications of deferred maintenance and capital loss. The ability of the City to have
control of the equipment and facilities is anticipated to result in higher efficiencies and an
overall reduction in loss.

City staff has a proven record in its management of other facilities and infrastructure. Taking
on these added responsibilities will allow staff to fully utilize their current skills as well as
expanding on new knowledge with the cross training opportunities with this new division. Staff
is up to the challenge of taking on these new responsibilities and will be able to provide a
higher level of service for our residents with increased reliability.

New Organization Structure
The proposal for City operation of the facility will include the following:

e Personnel: The City will increase the current staffing by 3 full time employees and the
responsibilities of the Public Works Manager support will increase slightly. The affect
will be the ability of the City to cross train and equip staff in water, wastewater and
field services resulting in a better response capability and continuity of operations.

e Operations: The proposal includes expanding the collection system maintenance

3
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Wastewater Maintenance Enterprise
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significantly with an additional $40,000 per year in line maintenance.

e Capital Investment: The budget includes an average budget of $94,000 annually in
capital improvements to include line and distribution improvements which are currently
not occurring. The capital replacement plan includes and aggressive investment in
deferred maintenance at the Wastewater Treatment Facility.

e Consulting: During the transition, Year 1 includes hiring a consultant on a part time
basis to assist with the transition phase and during our first year of operations to
ensure we are meeting all compliance and maintenance issues. Please see Attachment
1 organization charts for more details.

The basis for the recommendation of City operation is a combination of efficiency
improvements, capital management and the need for closer control of our operations. The City
is ultimately responsible for all aspects of our wastewater enterprise and cperations and the
control of the maintenance elements is seen as an important element at this juncture.

FISCAL IMPACT: The overail fiscal costs are shown in Attachment 3 of this report. Absent
capital purchases (start-up) in the first year ($147,000), consulting costs (550,000 in the first
year and the increased costs for collection system maintenance ($39,750) in each of the four
years projected, the fiscal impact will have an overall positive impact on the City finances of
approximately $54,000 annually.

City will need to purchase equipment that is currently being provided by SWW. These items
include: Pickup trucks, tractor, hydro trailer and quad. it is estimated that the first year 2012-
13 the City will need to do a budget adjustment for $274,500 to cover equipment, materials
and services. The funds will come from capital reserves in the wastewater budget. We are
optimistic that more savings will be discovered with the ability to share equipment and staff
more fully between departments.

For a more detailed analysis please refer to the Technical Memorandum -Attachment 3
included in this packet.

Attachment 1: Public Works Organizational Charts
Attachment 1: Sewer Operations Projected Costs and Savings
Attachment 1: Technical Memorandum
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Public Works
Org Chart
John Donlevy
City Manager
Erfe Luga Carol Scianna
Public Works . i
: Environmental Services Manager
Superintendent
Terry Vender
Field Supervisor Elliot Landes
Maint IV
y Tony Luna
aste Water Supervisor
e . pe Water Supervisor Maint Efren Del Toro
Maint IV
v Parks/Street
Maintenance Il
Ron Bell Ramiro Bacerra
i Salomon Toro
Field Operator D1 Operator Patks Malrtenancs 1l
Maint Il Maint |

Maintenance Tech.

Water Distribution

Waste Water & Equipment
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Public Works
Waste Water
Org Chart Fig1

Waste Water Department

Operations
Eric Lucero
Operations
Consultant/Asst
Operations Manager
Grade Il operator
Field Supervisor
oIT

Maintenance |l worker
Field Tech

Maintenance |
Maintenance Tech

Admin/Reg/Compliance
Carol Scianna

Administrative Assistant
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Public Works
Waste Water

Org Chart g2

Waste Water Department

Operations

East Street

Collections

Lift Station

Waste Water
Treatment Facility

Admin/Reg/Compliance

Budget

Ground Water

27



Attachment 2

28



City of Winters
Sewer Operation Projections with Projected Costs and Savings

29

Sewer O &M
Capital

Bond Pmts
Total Sewer
General Fund
Total Savings

SewerO& M
Capital

Bond Pmts
Total Sewer
General Fund
Total Savings

Please Note:

We are allocating more of Public Works Wages to the Sewer Fund for Eric to Supervise and other staff to work and get experience for getting certificates
for 2014-2015 and 2015-2016 the Pers rates are estimates, and | estimated high for planning purposes. This will impact the amount of the cost of employees
The O & M includes the following:

1. 2012-2013 $50,000 for consulting as we take over Operations

2.2012-2013 and each year thereafter $39,750 for cleaning the sewer lines

3. All costs are increased by 3% for increase in cost of service and goods beginning 2014-2015

2012-2013 2012-2013 Savings 2013-2014 2014-2015 Savings 2015-2016 2015-2016 Savings 2016-2017 2016-2017 Savings
AsBudgeted City Run Sewer  (Additional Cost) As Budgeted  City Run Sewer  (Additional Cost) As Budgeted  City Run Sewer  (Additional Cost) As Budgeted  City Run Sewer  (Additional Cost)
1,291,191 1,418,787 (127,596) 1,303,729 1,282,241 21,488 1,277,711 1,324,090 (46,379) 1,320,399 1,424,010 (103,611)
293,254 440,254 {147,000) 96,772 96,772 - 91,000 91,000 - 93,800 93,800 -
290,653 290,653 - 292,270 292,270 - 288,766 288,766 - 290,124 290,124 -
1,875,098 2,149,694 (274,596) 1,692,771 1,671,283 21,488 1,657,477 1,703,856 (46,379) 1,704,323 1,807,934 (103,611}
3,732,789 3,704,167 28,622 3,997,515 3,965,021 33‘494 4,587,664 4,434,969 152,685 4,880,191 4,715,818 164,373
{245,974) 53,982 106,316 60,762
Total 4 year
savings
{256,098)
{147,000)
{403,038)
378,184
(24,914)
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Technical Memorandum

Date: September 10, 2012

To: City of Winters City Council

Cc: John Donlevy City Manager

From: Eric Lucero Public Works Operations Manager & Carol Scianna Environmental Services Manager
Subject: City of Winters — Analysis of City Operated, Maintained and Managed Wastewater Facilities
City's O&M Contractor History

Since 1994, South West Water (SWW) has been under contract to operate the City of Winters (City) Wastewater
Treatment Plant (WWTP). The plant consists of four aerated ponds, one effluent polishing pond, four wastewater
storage ponds and two land application areas totaling approximately 170 acres. The plant has the capability to
treat 0.92 million gallons of wastewater per day (MGD), but currently treats an average of 0.6 MGDs for
approximately 7,200 residents. The headworks are located in the heart of the City, which was the location of the
original WWTP.

In addition to the operation and maintenance services provided to the WWTP, SWW also provides maintenance
services for the sanitary sewer collection system, which is approximately 53,000 lineal feet, and maintains the
storm drain and catch basin system, which is approximately 10,000 feet. Since the beginning of the contract, SwWw
has gone through a good number of staff changes and appears to have had difficulties locating operators with solid
management skills.

The City has had an O&M contractor provide operations and maintenance services for the wastewater facilities
since 1994, Prior to this time WW operations were perfarmed by In house staff. The following are the reasons for
contracting the help from outside services:

« The City did not have the staff that was qualified to operate and maintain the wastewater facilities (due to
new requirements by RWQCB)

* The City did not have the in-house technical staff with the expertise in the operations of wastewater
facilities

e The City hoping to reduce the risk tied to operating a wastewater facility tried to transfer the risk to an
outside service

Since the initiation of the original contract with SWW (formerly Eco:Resources), the cost for services keeps
increasing. Figure 1 below illustrates the trend of increasing costs for SWW services. Table 1 encompasses the
scope of work included. The City now has a well-structured and reliable maintenance staff with solid potable
water systems experience. Currently the City’s maintenance department frequently assisted SWW with
maintenance activities for the wastewater facilities. City Staff believes that we are capable of providing better in-
house O&M services for the wastewater facilities because of the following reasons:

s Complete management control of the facilities
e Control of maintenance strategies and scheduled maintenance
¢ Increase the quality of the housekeeping activities
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e More able to manage equipment failures

e Better communication between staff and City Management
* Contractor’s Cost continue to increase

e Transfer of risk to the City does not increase significantly

* The City has a vested interest in its own facilities

Figure 1 - Increasing Costs for SWW 0&M Services
$29,000
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Table 1 - SWW Obligations (Scope of Work)

Staffing — Staff facility with competent employees qualified in wastewater and sewer collection. Staff
facility 5 days per week, with routine inspections completed during weekends and holidays.

Pracess Control — provide on-call, backup process control management and engineering personnel from
other SWW resources.

Certification - staff facility with employees possessing necessary certifications as may be required by
governmental agencies.

Effluent Criteria — operate the facility within Order No. R5-2002-0136. Operate and maintain the facility
on a best efforts basis if and when effluent flow has exceeded the permitted capacity.

Scope - pay any necessary expenses required for the normal operation and preventive and corrective
maintenance: (1) all personnel cost, (2) chemicals, (3) fuels and lubricants, (4) normal operating supplies,
and (5) maintenance repairs of equipment as set forth herein.

Maintenance — SWW will provide PM, CM of repairs for facility equipment consistent with gecod PM
practice or mfr specifications. City has the right to inspect maintenance records.

Reports — will prepare and sign as certified operator all monthly operating reports as required by the
state, federal and local governments.

Reports — will prepare Operations Report submitted monthly to the City by the 15" each following
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month. The following information shall be included:

s Datarequired by the RWQCB

e Data required by the Department of Health

e Overview of operation and any significant events
¢ Staff changes

e Emergency call-out report

e Copy of visitor’s log

» Record of staff safety meetings

* Synopsis of all regularity reports

Reports — will provide a Maintenance Report submitted quarterly and submitted by the 30" day of the
start of each quarter. The following information shall be included:

e Progress report toward completion of annual budget items
e |dentification of new problems

s« Cumulative total of maintenance expenditures to date

+  Work plan for next quarter

¢ Percentage of pond capacity

Reports — an Annual Report shall be prepared at year end to describe operational and maintenance
standing and significant occurrences of the previous year. Shall be submitted by March 15" of each year.

Sewer Collection System — Clean 53,000 LF and related manholes annually. Periodic inspection of the
general location of the force main. The entire 90,000 LF will be cleaned in two years.

Storm Drain System - Clean 10,000 LF of storm line and 140 catch basins

Emergency Response - shall respond to emergency calls within 1 hour, 7 days per week, 24 hours per
day.

Hydroflush Unit — shall be provided unit onsite

Insurance —

s  $1M, $2M Public Liability and Property Damage
e S1M, $2M General Liability

e 51M, Auto Liability

*  $2M Umbrella Liability

Lateral Connections — shall provide PM and CM cleaning services for 1500 lateral sewer connections.

Sludge Disposal — Not under normal operating budget

Weed abatement and mowing — shall provide additional weed abatement as currently required in the
modified facility. Shall mow the spray fields of the modified facility 3 times per year.

33



The Challenges that 0&M Contractors Face

Public agencies have begun to question whether the current environment for operations, maintenance, and
management for wastewater facilities encourages cost-effective contract operations and maintenance of facilities.
There are two major issues that impact the use of O&M contractors: Labor shortage and the transfer of risk.

The rise in “baby boom” retirees has led to a shortage of qualified O&M staff. The impact of this labor shortage is
felt across all sectors of the industry due to the high competition for quality personnel. The Sacramento Regional
Wastewater Treatment Plant is anticipating approximately fifty percent of the staff will retire within the next five
years. In order to combat the loss of such expertise in the public sector, steps are being taken to attract talent
away from the private sector by offering attractive benefit packages. This increased competition will have a direct
impact on the ability of O&M contractors to recruit quality personnel and offer contract services at a reasonable
cost to their clients.

Public agencies have historically been interested in the services of O&M contractors in order to transfer the risk of
system failure to another entity. However, more stringent regulations and recent court rulings have decreased
public agencies’ ability to completely transfer risk to the contractor. In a 2005 case, the California Supreme Court
ruled that OSHA violations could be used as evidence of negligence in third party lawsuits. While contracts
required may contract operators to defend and hold harmless the owner, it is often unclear to what extent the
owner will be protected from third party lawsuits. In addition, if something happens that results in a state or
federal violation, the contractor may be held financially accountable, but the owner will ultimately be accountable
as well.

Current Contract 0&M Services

The City has decided to evaluate the current Contractor’s level of service in providing operations, maintenance,
and management services. There are several reasons for evaluating the current level of service; however, there are
three major elements that are driving the City to consider bringing operations, maintenance and management
under the City’s complete control.

The City’s contract with the current Contractor has formally ended and is up for renewal. Thus, the City will need
to respond quickly to either continue the services of the Contractor or to begin the transition of bringing the
services in-house.

The contract for O&M services is a part of the City’s operations budget. Thus, an evaluation meets the fiduciary
commitment to the City’s rate payers to determine if contract services are providing the City with the most cost-
effective management of the wastewater program.

Due to increasing “baby boomer” retirements, there is a shortage of qualified operators and maintenance
personnel. The increase in retirements makes it more difficult for these O&M contractors to fill positions and
retain qualified personnel. Public agencies typically have an edge in retaining qualified employees. City staff has
already observed that the service levels provided by the Contractor are not currently up to the standard expected,
perhaps in part due to the lack of adequately qualified personnel.

Disadvantages to Contract O&M Services

Staff fluctuations: Recently, the Contractor has been unable to attract and retain a solid O&M manager, which has
impacted the overall service levels established by the language of the contract. As previously described, thereis a
reduced pool of skilled and qualified operators in the industry as retirements increase. The compensation and
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personal benefit packages offered by contract operations firms are generally less generous than those offered by
public agencies. This leaves O&M contractors unable to compete well with public agencies for the limited pool of
candidates that both public and private agencies hire. Until this trend reverses itself, O&M contractors will have
difficulty retaining quality staff, leading to high rates of turnover and reduced levels of service.

Profit: Profit is always the main goal for contract operations firms. This has the potential to conflict with project
quality goals .The contract operations firm bets that it can provide the service, including overhead and profit, for
less than public agencies. It does so by pooling resources and expertise across a variety of projects, and by
reducing costs where possible. In order to maintain its profit margin, a contract operations firm may begin to cut
corners in ways that do not impact day-to-operations, but do impact lifecycle costs. Because the City cedes day-to-
day oversight to the Contractor, and because the results of cutting corners may not be seen for several years, the
City may suddenly see a balloon payment as lack of regular maintenance or housekeeping causes a series of
equipment failures long after the damage was done.

Reasons for In-House 0&M

There are several reasons as to why the City should operate, maintain and manage its own wastewater facilities.
These reasons are related to risk management, improved control with staff and management, full integration of
maintenance services and support that are currently being provided by the City to the Contractor, and avoiding the
overhead and profit costs.

Risk: Public owners of these wastewater facilities are becoming more responsible for most risks associated with
occupational safety and regulatory violations. The City cannot fully transfer these risks to the Contractor. A City-
managed facility would grovide more control over risk management processes. In the past, the City has witnessed
that adequate risk management is lacking with the current O&M Contractor.

Good management: Management processes are very important to sustaining a well-operated and maintained
facility. The City has a proven record when it comes to managing its other public facilities. The City already has the
infrastructure in place to take on management of the wastewater facilities. The key to good management is to
ensure that all staff levels are focused on the goals set out by management, in this case, to serve the public. With
O&M contractors, these goals are often directed toward profit levels set by its own corporate management team.

Existing expertise: Currently, City staff is made up of individuals with experience from various industries and
various skill sets. The City could take advantage of these talented individuals and utilize the staff to its fullest. The
City would aiso be able to develop a solid training and succession program for its staff, rather than focusing on the
possibility of developing solicitation documents for O&M services and working through the activities of changing
from one Contractor to another. The City would no longer be at the mercy of shifting personnel provided by the
Contractor, but could manage its own staffing program focused on long term quality of service and staff retention.
The City will also be more capable of managing temporary or permanent vacancies. In addition, the entire pool of
City O&M staff could be cross-trained to ease the issue of personnel coverage for the wastewater facilities.

Reduced costs: Municipalities often choose contract operations in hopes that they will receive improved efficiency
at a reduced cost. However, a properly managed, City-run O&M program can compete favorably with contract
operations on cost. The projected overhead and profit margin for the current contract agreement is estimated at
fifteen percent. With a solid O&M program, the City could potentially save as much as fifteen percent from the
cost allocated to the Contractor, using these additional funds for equipment purchases, capital
repair/replacement, additional personnel, or special technical services.
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Expected City 0&M Management Challenges

There will always be challenges to O&M management of wastewater facilities. Some of these challenges are issues
that the City has already been tackling, while others may be new. The typical challenges faced by O&M
management teams are the need for additional staff and staff training, the complexity of adding to public services,
the need for wage adjustments and retirement benefits, acceptance of full responsibility for regulatory fines, and
the increase in administrative/human resources and accounting demands.

General 0&M management will become more challenging due to the fact that additional staff will be required to
staff the wastewater facilities. The more staff the City has, the higher the costs of administration and
management. The addition of new staff could possibly change the culture or organizational structure of the City’s

O&M team. The City will also be required by the California Water Code to hire an operator to manage the facilities:

wages for wastewater operators are typically higher than potable water treatment operators and/or maintenance
personnel.

APPROACH OVERVIEW

We are confident that our overall approach to Q&M activities will help the City to avoid violations, maintain its
assets, extend the value of its plant, and maintain the trust and satlsfaction of its ratepayers. The City's staff is
committed to providing the rate payers with all the scope items stated in the current contract with the current
Contractor. Table 2 describes our total program approach to ensure that we begin the transition to City-run O&M
with the end goal in mind. The four major elements that make up the approach in sequential order are staffing,
transition, operations, and maintenance. Our strategy begins by determining what level of service is sought by the
rate payers. The ultimate guide to the minimum level of service necessary is, of course, the WDR and the
regulatory requirements for the wastewater systems. Our first task is thus to determine the staffing level and
resources required to ensure the City Is in no danger of violating Its permit or overstepping regulatory
requirements. Our staffing plan provides a clear, concise analysis of the coverage needed to operate and maintain

the plant and pump stations including the organization and experience of the staff involved.

Table 2- City’s Total 0&M Program

Staffing Transition Operations Maintenance
O Staffing Analysis Staff Transition O SOP Gap Analysis O Developa
1 Coverage Coordination w/ O ERP Gap Analysis Mechanical
(1 Organizational Incumbent O Develop/update Equipment List
Structure Evaluate O&M Stds SOPs Execute a baseline
C  Staff experience Training w/ 0O Develop/update condition
£l Succession in Mind Specialized ERPs assessment
00 O&M Engineering Egquipment O Develop/update ID Critical Equipment
Training w/ daily OCLs Evaluate Equipment
Speclalized Process O Treatment Process O&M Manuals
Features Training ID PM Activities for
CMMS conversionor | O Execute Facility Critical Equipment
transition Criticality Evaluation Develop PM
O Execute the Facilities Workflow
Failure Mode Develop CMMS
Analysis Develop PM
O Execute Failure Schedules
Centered Training Integrate PM
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O Develop all required Schedule into CMMS
reporting templates | O Review Current

O Integrate Safety Capital R/R Plan
training program O Develop
Maintenance
reporting templates

After determining appropriate staffing levels, we will focus on the transition phase to ensure our staff is well-
trained and prepared to take over the O&M. A transition plan is a vital phase in our approach. In additionto
providing an opportunity to gather knowledge from the Contractor over the course of the transition, It also
provides time for the City to perform an evaluation of the existing O&M structure, including standards,
procedures, and documentation, while determining what improvements to O&M program need to be executed
immediately. The transition plan encompasses staff recruitment, coordination with the current Contractor,
evaluation of standards and procedures, and any specialized training that is unique to the facilities. We expect the
transition phase to last approximately 6 weeks.

In the course of transitioning, we will begin the process of implementing our operations management work plan.
This work plan contains O&M for the wastewater systems. The work plan describes how staff approaches the key
elements of process management, staff training, routine maintenance, and emergency response.

Concurrently, we will implement the heart of our approach managing the wastewater facilities: our maintenance
management plan. Appropriate and carefully planned maintenance management can directly impact the
performance of the facilities more than any other element of the work plan. Though operations activities are vital,
most operations activities involve the management, monitoring and the collection of data, ali of which are
dependent on the health of the overall system.

Our approach to transitioning, operations activities, and maintenance activities will provide the City all of the
features it seeks in an O&M services: reliable system operations and maintenance, careful stewardship of water
resources and the surrounding environment, and the continued trust and satisfaction of rate payers that comes
with well-managed, reliable wastewater systems.
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STAFFING ANALYSIS

At a minimum, the wastewater facilities will be staffed as described in the current agreement with the current
Contractor: 24 hours a day, 5 days a week. The City will recruit the required operator(s) and maintenance
individual(s) that are necessary to operate and maintain the wastewater facilities at a service level higher than
currently being provided. We are committed to providing a high level of service, including such tasks as preventive
maintenance, building and grounds maintenance, and process monitoring. City staff will be responsible for regular
operations and maintenance activities during facility “business” hours. Our unattended on-call services will cover
the remaining 14 hours a day.

Staff will meet or exceed the goals of City management. We understand that sustaining a good record of
compliance requires more than good operations strategies and standard practices; it also requires a commitment
to careful planning and maintenance management that focuses on cost-effective reliability. Our staffing evaluation
is based on meeting the foliowing service levels:

1. Meeting the effluent requirements as specified in WDR Order R5-2002-0136.

2. Meeting requirements of the sewer requirements as specified in statewide general waste discharge
requirements.

3. Minimizing the potential of sanitary sewer overflows and effluent quality excursions.

4. Focusing resources to sustain asset reliability by increasing value in maintenance activities.

The bar chart below illustrates how O&M resources will be allocated to meet these three service levels. Based on
the information provided by the current Contractor, and what we observed during our day-to-day interaction with
the Contractor, we believe that the current operations seem to be meeting the City’s minimum expectations;
however, we also believe that there are improvements to be made in the way maintenance is currently executed.
As the chart illustrates, we will allocate a significant percentage of resources towards three major tasks elements:
approximately 30% for Facilities Management, 18% to daily Operator Rounds and documentation management,
and a combined 15% for maintenance activities — including CMMS and GIS management.

Figure 2 - Staffing Analysis Resource Allocation
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Table 3 - Full Time Equivalent Analysis

Public Works Manager 0.25 520
Facilities Supervisor Grade i 1.00 2080
Maintenance Worker |l 1.00 2080
Maintenance Worker | 1.00 2080
Operator / OIT 0.25 520
Total 3.50 7280

After performing a staff evaluation to meet the City’s requirements, we found the facilities will require three care
O&M individuals to provide reliable coverage for vacations and personal time off. The staffing breakdown is based
on praviding a minimum of 8 hours per day attended coverage, 7 days per week, based on 8 hour work shifts. The
staffing results are illustrated in Table 3 and include a breakdown by professional trade.

Cost Analysis

“Apples to Apples” Compuarison

The primary elements to operate, maintain and manage the City's wastewater facilities include staff labor,
electricity, chemicals, maintenance supplies, maintenance equipment, solids disposal, and liability insurance
coverage. Miscellaneous costs elements are considerably minor with respect to elements listed above. Listed
below are the significant cost elements and the approach used to estimate the budgets for each element. These
budget estimates were then applied to determine if the City could financially support taking 0&M management in-
house. For the sake of fair analysis, the cost comparative approach was to assume that the same number of staff
will be used as it was done historically with current Contractor.

Labor

The projections of labor costs are the major cost component to operating, maintaining and managing the City’s
wastewater facilities. Recent history shows the current contractor mainly utilized a Grade Il and a Grade | state
certified operator to provide most or all of the operations, maintenance and management services per the existing
contract agreement. It is important to note that it has been difficult for the current Contractor to retain quality
management individuals. The wage rates for O&M staff were provided by the current rate schedule, recently
approved by the City Council in the beginning of 2012.

Electricity

Per the contract agreement between the City and the current Contractor, the cost for electrical demand is
excluded from the Contractor’s scope of services. However, the Contractor was to maintain an electrical demand
at or below the baseline consumptian. This baseline electrical demand consumption was to be established in the
first year of the contract and used as a reference measure for the subsequent years. If the Contractor’s annual
electrical consumption costs varies from the baseline measure {prorated for different flows/loadings/pumping):

A.  When consumption exceeds the guaranteed number, the Contractor will pay all such excess electricity
costs.

B. Or when consumption Is less than the guaranteed number, the City shall remit to the Contractor fifty
percent of the savings.
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For the sake of comparison, we did not account for electrical consumption. We are assuming that the City has
continued to pay the electricity costs despite the two conditions described immediately above.

Chemical Supply and Use

As part of the Contractor’s scope of services, the cost of chemicals is the responsibility of the Contractor, The
Contractor did not provide the City with any budget for chemicals, thus we assumed a 10 mg/L dose was required
to meet the average effluent flow during a six month irrigation disposal period.

Solids Disposal

According to the current contract agreement between the City and the Contractor, periodic removal of sludge
from the solids storage ponds and ultimate disposal shall be performed by the Contractor or other agent of the
City at the direction of the City. However, the Contractor was not responsible for the costs for solids disposal. It Is
important to note that the City has typically been responsible for labor activities, and dump/disposal fees. Again
for the sake of comparison, we did not include solids disposal as part of this analysis.

Miscellaneous Costs

For these cost elements, the City did not receive any information from the Contractor as to how much the
Contractor allocates for training, miscelianeous supplies, computer maintenance management systems support,
fuel, lubricants, uniforms, etc. However, we made an assumption $6,126.

CONCLUSION

The proposed budget for the City to operate the wastewater facilities appears to be significantly less {25%) than
the budget of the current Contractor when directly comparing each element of service, especially when
considering labor resources. The amount of savings that the City could retain each month could be used to
increase staff levels from maintenance technicians to additional management. The increase in staffing levels would
most likely result in the increase of system reliability, improved system performance, and an O&M staff that is
aligned with the objectives of the City and its ratepayers. Therefore, based on the cost savings alone, a system that
is operated, maintained, and managed by the City appears to be the better aiternative for the City.

When considering risks, the primary risk is that ability to attract and retain quality staff while the pool of well-
qualified operations and maintenance individuals are running low. As the City is already experiencing with SWw,
qualified personnel and assistance has been challenging. In addition, the SWW employee turnover rate has been
quite high in comparison to the City’s turnover rate. This is not only a challenge with just SWW; it Is a challenge for
all 0&M contractors and public agencies as well.

From the perspective of management, a City-run wastewater O&M service will have more advantages than
disadvantages. The primary advantage is that City management would have complete control and clear line of
communication with O&M staff. Though the relationship between the City and the SWW staff is very professional
and cooperative, the City currently does not have a clear communication link to the current contractor and control
of its staff.
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