City of Yuba City
Utilities Department

Staff Report
Date: December 19, 2006
To: Honorable Mayor and Members of the City Council
From: William P. Lewis, Utilities Director
By: lan Pietz, Associate Engineer
Summary:
Subject: CA-DHS SAFE DRINKING WATER STATE REVOLVING FUND

Recommendation:

Alternative:

Fiscal Impact:

APPLICATION AUTHORIZATION

Adopt a resolution authorizing the City Manager to sign an
Application for Construction Funds through the California
Department of Health Services Safe Drinking Water State
Revolving Fund. This application is for a $19,375,500 low-
interest loan to reduce arsenic concentration in Groundwater
Region 2/3 to comply with new arsenic regulations.

Do not adopt the resolution, or direct staff to make certain
changes.

At this time, there is no fiscal impact. If approved, the loan interest
rate would be about one-half the current market rate. There is no
cost to apply.

Details

Background:

Yuba City operates three independent water systems:
Groundwater Region 1, Groundwater Region 2/3 (both are former
Hillcrest Water Company) and surface water systems.
Groundwater Region 1 is located in Sutter County and is the
Hillcrest region of the City. Groundwater Region 2/3 is located in
the City and is bounded by approximately Franklin Road to the
north, Highway 99 to the east, Bogue Road to the south and
Sanborn Road to the west. The surface water system provides
water supply to the balance of Yuba City including Tierra Buena,
see attached map.

The United States Environmental Protection Agency recently
lowered the allowable concentration of arsenic in drinking water
from 50 parts per billion to 10 parts per billion. California has not
yet adopted an arsenic standard, so the federal standard will
apply. California Department of Health Services is currently
considering adopting its own standard that may be more stringent
than the federal standard. Region 1 and the surface water
system’s arsenic concentrations are below new federal standards.

13

Agenda Item



Discussion:

Fiscal Impact:

Recommendation:

Groundwater Region 2/3 water exceeds the arsenic standards.
Typical levels of arsenic from the wells in Region 2/3 are about 25
ppb. Staff has implemented chemical treatment at the two
treatment plants that serve this area and reduced concentrations
to 10 ppb. The area is also served by one well that does not have
any treatment other than disinfection. This well exceeds the new
arsenic standard. Customers in Region 2/3 recently received a
letter notifying them that their water exceeds the new standard.
Region 2/3 customers will continue to be notified quarterly until the
arsenic standard is met.

Approximately $400 million became available to California
Department of Health Services (DHS) for grants and low-interest
loans through Proposition 50 for Water Security, Safe Drinking
Water, and Contaminant Removal Technology. In August 2004,
staff submitted a loan pre-application to DHS Safe Drinking Water
State Revolving Fund (SDWSRF) in an effort to obtain funding to
convert the customers in the City’s Region 2/3 to surface water, or
treat the groundwater for removal of arsenic in order to comply
with the new arsenic standard.

Staff is in the process of preparing a list of alternatives and
associated costs to bring Region 2/3 in compliance with the arsenic
drinking water standard. Similar to the process that Tierra Buena
residents faced in 2003 with respect to treating high levels of nitrates
in their drinking water, customers in Region 2/3 will decide which
option is best for them to remove arsenic from their drinking water.
One of these options is to convert customers from groundwater to the
City's surface water system where arsenic is not present. Other
options will include adding different treatment technologies to existing
wells or even drilling new wells. Cost for conversion to surface water
is currently being evaluated. The draft connection fee study
estimates that new home connection fee could be as high as
$10,644. This fee is being evaluated to determine if it is appropriate
for the current groundwater customers.

By authorizing the City Manager to submit the low-interest loan
application, the City is under no obligation to accept the funds. This
is an excellent way to secure the funding in advance (if approved by
DHS). The funds could be used to convert Region 2/3 groundwater
to surface water supply or treat the groundwater for removal of
arsenic, depending on which option the customers choose. Doing
nothing is not an option. Something must be done to reduce the
levels of arsenic to comply with the new standard.

At this time, there is no fiscal impact; if approved the loan interest
rate would be about one-half the current market rate. There is no
cost to apply.

Adopt a resolution authorizing the City Manager to sign an
Application for Construction Funds through the California
Department of Health Services Safe Drinking Water State
Revolving Fund. This application is for a $19,375,500 low-



interest loan to reduce arsenic concentration in Groundwater
Region 2/3 to comply with new arsenic regulations.
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William P. Lewis
Ultilities Director
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