City Council Special Meeting
Thursday, July 15, 2010, 6:00 p.m.
Workshop — Wastewater Facilities Plan
City Hall — Council Chambers

CALL TO ORDER Mayor Slowik called the meeting to order at 6:00 p.m.
ROLL CALL
Six members of the Council: Paul Schmidt, City Administrator
Rick Almberg Margery Hite, City Attorney
Jim Campbell Cathy Rosen, Public Works Director
Scott Dudley Eric Johnston, City Engineer
Beth Munns Steve Bebee, Operations Manager, Storm Drain/Wastewater
Jim Palmer Larry Michaels, Wastewater Treatment Plant Supervisor

Danny Paggao, Mayor Pro Tem Renée Recker, Executive Assistant to the Mayor

Bob Severns was absent and formally excused from this meeting.

PRESENTATION AND DISCUSSION

City Engineer, Eric Johnson introduced Brian Matson, P.E., Carollo Engineers, who is
the lead engineer for this project. A PowerPoint presentation was shown and narrated
by Mr. Johnston and Mr. Matson and is attached to these minutes as Exhibit A. Mr.
Johnston focused on the history of the wastewater facilities plan project and Mr. Matson
talked about the scope of services summary. The scope of services is very applicable
to the City’s mission statement regarding this project and tightly connected to regulatory
requirements.

Highlights of the presentation included:
 History and Background

Project Need

Project Goals

Project Process

Project Scope

Project Cost

Next Steps

® & o o o o

The WWTP Preliminary Engineering and Facilities Plan — Draft Scope of Services
summary is attached to these minutes as Exhibit B. The summary includes:
» Tasks 100 through 900
100 — Project Management
200 - Preliminary Alternatives Development and Screening
300 - Final Alternatives Development and Screening
400 — Outfall Evaluation
500 — Reuse Opportunities
600 — Facilities Plan

e
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7. 700 — Environmental Review and Documentation

8. 800 — Public Process Support

9. 900 — Management Reserve
» Background and Scope of Services with a breakout of sub-tasks
» | evel of Effort (Hours, Costs) Summary

Council Discussion and Questions

Mayor Slowik: With Task 400, the Outfall Evaluation, do you commonly find an outfall
with the amount of disrepair that we have here?

Mr. Matson: With the 60-year age of the outfall(s) in a marine environment, this would
not be unusual. The scope of services will define how the discharge is used - irrigation,
groundwater, habitat restoration, the bay.

Councilmember Campbell: Could the discharged water be clean enough to wash the
Navy's planes?

Mr. Matson: Yes.

Mr. Matson: An upfront selection of a single site would eliminate Tasks 200, 300, and
800 and their sizable percentages of the scope. You go into the process knowing what
you want the answer to be. 39 percent of the scope’s effort is dedicated to Tasks 200
and 300 alone — Alternatives Development; Tasks 600 and 700 — Final Facilities Plan
and Environmental Documentation make up 22 percent of the scope; and Task 800 —
Public Process Support takes 15 percent of the scope. At least 50 percent of the scope
is associated with typical, but rigorous evaluation of alternatives and the site.
Councilmember Palmer: Does the summary slide indicate budgetary costs and
percentage totals in today’s dollars or is an inflationary increase factored in?

Mr. Matson: With costs analysis, alternatives are compared on a relative cost basis and
then projected to midpoint. In the last two or three years, escalation has been flat.
These costs are consistent with costs of similar projects in today's dollars.
Councilmember Almberg: The preliminary design evaluation is 1 percent of capital
facility costs. What is the typical total cost of engineering and design on a $60 - $70
million project?

Mr. Matson: Those costs are trended by ASCE and there are curves that show typical
costs; roughly 13 percent or $8 million. ’
Councilmember Almberg: Does this include preplanning?

Mr. Matson: No, those are outside of these costs. Design to start up is in the 15
percent range of total project costs.

Councilmember Campbell: When the choice of what and where we are going to build
is before Council, | would like to see all of the good and bad points of every choice.
This is a good plan, though.

Mr. Matson: That is what we do.

Mr. Johnston: That is exactly this purpose. It is important that City Council and our
ratepayers understand these decisions.

Councilmember Dudley: What does scenario number two of the scope provide us?
Mr. Matson: Scenario two doesn’t suppose a particular site and would identify all
potential sites and treatment alternatives which can be closely coupled. A matrix is
created and then narrowed to four alternatives. The public is usually concerned with
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costs and visual aesthetics. Scenario number one focuses the evaluation of
alternatives on a single site. Scenario number one is less rigorous.

Councilmember Dudley: How would doing this project exceptionally well impact the
costs of the facilities plan?

Mr. Matson: The analysis would remain pretty much the same but the impact would be
to construction costs. We need to achieve future requirements.

Councilmember Dudley to Mr. Johnston: There doesn’t seem to be much in cost
negotiations with Carollo Engineers.

Mr. Johnston: Negotiations are the level of effort to do this project. Is the scope
matching what we are trying to accomplish and does it reflect our goals. We have
verified that fees are consistent. We are not talking about specific hourly rates.
Negotiation is negotiation of the scope of work for this project.

Mayor Slowik: (Using an automobile sales analogy) We are a customer, we want to
buy, but we want to make an offer. Can we do that with Carollo Engineers?

Mr. Johnston: Yes, but the scope of work would change.

Councilmember Dudley: I've calculated $170 per hour; doesn't this faze you?

Mr. Johnston: Yes, but engineers are worth this amount.

Councilmember Dudley: We were looking at $500,000 a year ago and now it is close
to $1.1 million. What has changed?

Mr. Johnston: An excellent question. The City’s budget is based on a two-year budget
and we are now looking at 2012. In the summer of 2008 we looked at a project to start
in 2010 and relied on planning documents to that point which was information from
2007's Comp Plan. Changes to the lagoon facility and major issues with our outfalls at
the RBC and Crescent Harbor sites were not the case in 2007. We now need to look at
this existing location and outfall. Our concept of the project and circumstances have
changed. Simply doing the project at the lagoon site would fall within the $500,000
range. However, the Department of Ecology is developing a process that will become
regulation. Things have changed — DOE regulations, the Puget Sound Partnership, the
health of Puget Sound. We want to set a goal for ourselves and we did set a high goal.
Councilmember Dudley: With these high goals, can we receive federal funding?

Mr. Johnston: Part of the facility plan process addresses when goals are
implemented. Setting high goals makes us more competitive. Using the bare minimum
keeps you with everyone else. Higher goals are better for the environment and
attractive to other funding sources.

Councilmember Dudley: Do we have a list of what other municipalities have done?
Mr. Johnston: | would invite Council to see the City of Blaine. They went through a
very similar process and, as a waterfront community, it is similar to Oak Harbor. The
Cities of Carnation, Duvall, and Concrete are producing target water quality which is not
unique to Washington. East coast communities are reaching the same goal; this is not
far-reaching or unachievable.

Councilmember Dudley: But for the facilities plan, is there a list of municipalities that
have paid $1.1 million?

Mayor Slowik to Councilmember Dudley: You can cut back the three bar graph
alternatives in the summary slide — planning level of effort varies with the number of
alternatives and sites evaluated.

Councilmember Almberg: On a scale of 1 to 10 with number 1 being highly unlikely,
what is the chance that lagoon will have to be abandoned?
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Mr. Matson: That is a difficult question. The issues associated with the compatibility of
a treatment plant in that environment are less about technical issues and more
environmental in nature.

Councilmember Almberg: It is important to know this rather than go that direction.
Mr. Matson: Given the challenges at the lagoon, the site may have significant
disadvantages. We wouldn’t chase an alternative that did not have merit. There is
value in carrying it as a preliminary alternative since it is in tandem to the existing plan.
Agencies will consider that and then ask why it would be abandoned. We will not invest
effort on a site that has a significant number of disadvantages. There is an 80 percent
chance of not building at that site due to environmental issues, but the site has
substantial value to the City and may be considered as a component to the project. It
can continue to provide service.

Mr. Johnston (Mr. Johnston agreed.) We are asked if the lagoon size can be
increased. The Department of Ecology’s regulations won't let that happen. The site is
prone to flooding and the area was restored for saltwater salmon habitat. It would not
be feasible to raise the lagoons above the flood level. Solids from the RBC plant are
being composted into the lagoons. With a more mechanical system, the sludge has to
be dealt with every day, not every year. The lagoon site would provide an interim
opportunity to handle solids.

Mayor Slowik: We have a 30 year lease on that site with 5 additional acres. Makes
sense for us to at least look at it.

Councilmember Munns: We need to think about the longevity of our existing plant and
how this has worked out. | do not want to be shori-sighted on this project; we must look
at the long run. The cities that Mr. Johnston mentioned have already built their projects
but Oak Harbor has its own topography and concerns. | want to stay ahead of the
times; retrofitting is costly. | would like a 50 year plan rather than a 30 year plan. It will
last longer and go farther. We have to plan for the future and as much longevity as we
can get.

Councilmember Paggao: With Task 500 — Reuse Opportunities, on the maintenance
side, instead of discharging into the bay could the design include the opportunity to
process discharge into potable water. Also, one of the reuse opportunities is
groundwater recharge, but when water is injected into the ground, we cannot recover it.
Mr. Matson: If that is an objective, we can develop that alternative. It would not likely
have a cost benefit, though. In the northwest, there is a challenge for irrigation and
habitat restoration. Treating water to a potable level is extremely expensive and energy
intensive. Communities that do that have resource limitations on their water. For water
rights issues, Task 500 is in place for that, too.

Councilmember Campbell: | think we are early with some of these questions and the
engineers are answering on their past experience. There are too many unknowns from
city to city. When will the first status report to Council happen?

Mr. Matson: City Council was a benchmark as we moved through the scope. There
are a series of technical workshops with engineers and staff, then communication with
the Navy, and then to City Council. Prior to each major decision, we come back to City
Council.
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Councilmember Campbell: Once a quarter then, maybe October?

Mr. Matson: Our schedule is roughly 18 months which would equate to once a quarter.
Councilmember Palmer: We need to move forward, but technology continues to
change. There has to be a balance toward future use; technology changes.
Councilmember Dudley: What is the Navy base doing with their wastewater; can we
team up and do a joint project?

Mr. Johnston: We treat the seaplane base’s wastewater. Looking at the lagoon site,
we need to consider how we would get the water from Crescent Harbor if the site is
moved; would we then need a small satellite facility. There are other possibilities —
share a site and treatment, re-pipe the system, re-pipe to Ault Field, as examples.

It is important we continue this relationship with the Navy.

Councilmember Dudley: | want to be comfortable that we are not an anomaly at a
cost of $1.1 million.

Mayor Slowik: | will ask for the comparisons to recent plants similar in price.

Mr. Matson: The process of developing costs is a series of steps beginning with the
scope of service. There is probably only a handful, at best, of municipalities for
comparison. The complexity of the task is not common. What is common is Carollo
Engineer's service to clients that are similar to Oak Harbor. We have to be competitive
or we would not be hired.

Mayor Slowik: There are not many places that have a Navy base as part of their city
and that also complicates this process. Mayor Slowik asked City Attorney, Margery Hite
and City Administrator, Paul Schmidt to comment.

Ms. Hite: With the alternative analysis, Mr. Matson is confident in its sufficiency at the
middle area. It is useful to know this, necessary to do, and could be challengeable in
court.

Mr Schmidt: | have been through this before and it is unnerving; the planning, the
funding changes from past funding allocations. This is a valuable tool as much for the
public as for the actual scope. It shows how well we will have researched and
considered all of the possibilities starting with this juncture and finishing with flipping the
switch on a new facility.

ADJOURN
Mayor Slowik adjourned the meeting at 7:35 p.m. and thanked everyone for attending.

Connie T. Wheeler
City Clerk
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