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Our Mission

To provide leadership, information, education, and 
support for planning, financial assistance, and 
outreach for the conservation and responsible

development of water for Texas
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Board Members

Peter Lake, Chairman Brooke T. Paup, Board Member

TO: Board	Members

THROUGH: Jeff	Walker,	Executive	Administrator
Todd	Chenoweth,	General	Counsel
Jessica	Zuba,	Deputy	Executive	Administrator
T.	Clay	Schultz, Ph.D., Director, Regional	Water	Project	Development

FROM: Dain	Larsen, Manager,	Regional	Water	Project	Development

DATE: March	20,	2019

SUBJECT: City	of	Wimberley	Project	No.	73653
Amendment	of	Project	Scope

ACTION	REQUESTED

Consider	approving	by	resolution	a	request	from	the	City	of	Wimberley	to	amend	Texas	
Water	Development	Board	(TWDB)	Resolution	No.	16032	to	change	the	constructed	
project	components.	

BACKGROUND

The	TWDB has	approved	two	requests	from	the	City	of	Wimberley (City) to	finance	
wastewater	system	improvements identified	as	Project	73653.		In April	2013,	the	TWDB,	
through	Resolution	No.	1346, approved	$650,000	from the	Clean	Water	State	Revolving	
Fund	(CWSRF)	for	planning	and	design	of	wastewater	system	improvements.		Three	years	
later,	in	April	2016,	the	TWDB,	through	Resolution	No.	16032,	approved	$5,498,005	from
the	CWSRF	for	the	construction	phase,	including	$5,255,000	in	financing	and	$243,005	in	
principal forgiveness for	green	project components.	The	City	closed	on	the	construction	
funding	in	October	2017.

The	original	project	consisted	of	planning,	design	and	construction	of	a	collection	system	
for	the	central	Wimberley	area, a 75,000	gallon	per	day	(GPD) wastewater	treatment	plant
(WWTP),	and	infrastructure	to	irrigate	the	Cityowned	Blue	Hole	Regional	Park	with	
treated	effluent. The	pledge	of	the	financing	for	planning and	design	is	tax	anticipation	
notes	secured	by	ad	valorem	taxes	and	surplus	net	revenues	of	the	utility	system.	The	
pledge	of	the	construction	loan	is	revenues	of	the	utility	system,	which	includes	a	
requirement	for	a	service	agreement	between	the	City’s	Parks	Department	and	Utility	for	
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an	annual	transfer	of	funds	to	the	Utility	of	up	to	$200,000	for	the	purchase	of	reuse	for	
irrigating	Blue	Hole	park.	

KEY	ISSUES

The	City’s	engineering	feasibility	report and	environmental	information	document	both
include	planning	phase	alternatives	analyses evaluating	an	option	for construction	of	a	
connection	to	Aqua	Texas	to	purchase	wholesale	wastewater	treatment	services.	During	
the	planning	phase, the	City	rejected	the	Aqua	Texas	option	and	selected	the	cityowned	
plant	as	the	preferred	alternative.	Estimated	costs	were	similar	at	that	time,	but	the	City’s	
documentation	indicated	a	preference	to	maintain	control	over	the	quality	of	effluent,	
operations	and	maintenance,	and	system	rates.

In	April	2017	the	City	bid	two	separate	construction	contracts,	one	for	the WWTP	and	the	
second	for	the	collection	system.	 Though	bids	for	the	construction	of	the	WWTP	came	in	
approximately	$2	million	over	the	estimated	cost,	the	City	awarded	both	contracts.	In	
addition	to	TWDB	funding	for	the	project,	the	City	secured	$2	million	in	grants	from	the	
Economic	Development	Administration	and	Way	Foundation	for	these	construction	items.	
In	March	2018	construction	began	on	the	WWTP and	on	the	collection	system	the	following	
month.

In May	2018,	two	months	after	the	start	of	construction,	new	leadership	in	the	City	
reevaluated	project	alternatives	and	determined	that	a	longterm	contract	with	Aqua	Texas	
was	the	preferred	option. They	concluded	that in	the	longterm the	increased	cost	of	the	
WWTP	would	be	costlier to	citizens	than	service	charges	from	Aqua	Texas.	In	addition,	the	
City	has	stated	that	Aqua	Texas	intends	to	treat	the	wastewater	to	Type	I	standards.	

In	August	2018	the	city	council	voted	to	terminate	its	contract	with	the	WWTP contractor	
and	submit	a	request	to	the	Texas	Water	Development	Board	(TWDB)	to	revise	the	project	
scope	to	eliminate	construction	of	a	wastewater	treatment	plant	and	add	construction	of	a	
connection	to	Aqua	Texas.	The	City’s	request	was	submitted	to	the	TWDB	on	September	12,	
2018.	Construction	of	the	collection	system has continued since	that	time.	

The	use	of	the	CWSRF	funds	for	construction	of	the	proposed	change	would require
Executive	Administrator (EA)	approval	of	a	change	order	to	the	existing	collection	system	
contract.	This	change	order	has an	estimated	cost	of	$94,552, approximately	2.6 percent of	
the	current	contract	amount.	In	addition	to	this	estimated cost,	the	draft	contract	between	
the	City	and	Aqua	Texas	includes	a $300,000	capacity	buyin	fee	to	connect	with	Aqua	
Texas.	The estimated	total	cost	for	the	proposed	change	would	be	$394,552.

The	table	below	shows	the	construction	costs	for	the	project	compared	to	the	costs	for	the	
proposed	change.	The	proposed	change	has	a	lower	construction	cost	but	results	in	the	City	
not	having funding	available	from	two	grants	secured	for the	original	project,	including	a	
$1,000,000	grant	from	the	U.S.	Economic	Development	Administration	and	a	$1,000,000	
grant	from	a	private	donor.	In	addition,	the	proposed	change	does	not	include	a	reuse	
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component,	which	will	result	in	the	loss	of	$243,005	in	principal	forgiveness	from	the	
TWDB.

Total	project	costs

Use Original	 Proposed	

Construction $6,442,125 $4,255,8541

Engineering $775,239 $889,314

Green	Project	Costs $243,005 $0

Capacity	Buyin	(Aqua) $0 $300,000

Fiscal	Services	and	Other $495,522 $647,269

Contingency $815,694 $136,013

Total $8,771,585 $6,228,450

Total	Funding	Sources

TWDB	Loans $6,148,005 $5,905,000
Grants $2,000,000 $0

Local	Funds $623,580 $323,450

Total $8,771,585 $6,228,450

TWDB	Funds	Available
As	of	February	19,	2019

Released Available

Use Current Proposed
Construction $2,509,8082 $1,869,292 $1,546,046

Engineering $600,239 $0 $289,075
Green	Project	Costs $0 $243,005 $0

Capacity	Buyin	(Aqua) $0 $0 $300,000

Fiscal	Services	and	Other $352,972 $0 $170,847

Contingency $0 $572,689 $136,013

Total $3,463,019 $2,684,986 $2,441,981

The	City	has	provided	a	sufficiency	of	funds	statement	indicating	it will	have	sufficient	
funds	available	to	complete	the	revised	project	and	has	submitted	revised	plans.	In	
addition,	the	City	is negotiating	a	substantively	complete	contract	with	Aqua	Texas and	has	
held	a	public	hearing	regarding	the proposal.

1
Included	in	the	“Construction”	category”	of	the	“Proposed”	column	is	$200,000	in	

penalties	the	City	incurred	from	termination	of	its	contract	with	the	WWTP	contractor	that	
are	ineligible	for	CWSRF	funding.	

2 No	requests	for	releases	of	CWSRF funds	have	been	received	for	construction	of	the	
wastewater	treatment	plant	since	May	31,	2018.	
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Delays	in	the	project	since	May	2018	and	the	possibility	of	an	incomplete	project	have	
introduced	additional	risk	to	the	TWDB	and	potentially	affect	the	City’s longterm ability	to	
repay	the	existing	debt	secured	by	system	revenue.	In	the	nearterm	the	City	is	using	
capitalized	interest,	transfers	from	its	general	fund,	and	cash	reserves.	The	City’s	first	
principal	payment	is	due	August	1,	2019. The	City’s	2019	budget,	adopted	on	September	
25,	2018, includes	a	transfer	of	$501,131	from	its	general	fund into	the	utility	fund	that	is	
available	for	the	payment	of	approximately	$340,000	in	debt	service.	After	2020,	annual	
debt	service	payments	are	approximately	$250,000.	

In	2018,	the	City’s	existing	utility	system	and	parks	department	combined	produced	
approximately	$43,635 in	net	revenues	available	for	debt	service.	The	net	loss	is primarily
due	to	an	increase of	approximately $200,000 in	expenses	in	2018 for	the	utility	system.	
This	was primarily	due	to	increased	expenses	for	services	attributed	to	the	wastewater	
project. In	addition,	the	City	has $737,617	in	its	bond	reserve	fund	and	the	utility	has	
$125,374	in	cash equivalents.

Of	additional	concern	is	how the	proposed	change	affects	the	existing	contract between	the	
City’s	parks	department	and	utility	system.	The	existing	contract	formalizes	a	transfer	of up	
to	$200,000	annually	to	the	utility	system	for	the	purchase of	reuse water.	The	City’s	
proposed	change	does	not include	reuse.	The City	has	indicated	that	it	intends	to	continue	
transferring	funds	and	has	provided	a	draft	of	the	revised	contract	that	removes	the	sale	of	
reuse	water	as	a	condition	for	payment	to	the	utility	system.	The	contract	would	need	to	be	
executed	to	allow	for	payments	to	the	utility	system	absent	the	availability	of	reuse water.

To	mitigate	the additional	risk	associated	with	longterm	repayment	ability,	the	EA is	
recommending	that	approval	of the	proposed	change	will	require	that	the	City	refund	its	
existing	construction	phase	loan	with	TWDB	and	include	a	pledge	of	ad	valorem	taxes,	
along	with	the	system’s	net	revenues.	

Based	on	this	recommendation,	the	following	milestones will	need	to	be	completed	prior	to	
the	approval	of	the	proposed	change	order	by	the	EA,	including:

Exchange	refunding	for	the	City	in	accordance	with	Chapter	1207	of	the	Texas	
Government	Code	to	refund	the	City’s	revenue	bonds;

Submission	of	an	executed	wholesale	wastewater	treatment	service	contract	
between	the	City	and	Aqua	Texas;

Documentation	that	the	City	has	acquired	or	is	in	the	process	of	acquiring	all	real	
property	interest,	as	evidenced	by	earnest	money	contracts,	contracts	for	sale,	firm	
option	agreements	to	purchase	the	subject	property	needed	to	complete	the	project;

Issuance	of	an	updated	favorable	environmental	determination.

In	February	2019,	based	on	the	recommendation	of	the	Executive	Administrator,	the	Board	
voted	to	table	the	City’s	request	for	a	change	in	scope	to	allow	sufficient time	for	the	City	to	
provide	information	required	for	the	environmental	review	process,	including	regulatory	
agency	coordination	and	the	City’s	response	to	public	comments.	Since	that	time,	the	City	
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and	its	consultants	have	worked	diligently	to	provide	the	required	information.	This	

information	has	been	reviewed	and	accepted and	TWDB	Staff	are	now	working	on	

preparing	the	Statement	of	Findings,	which	will	document	the	updated	environmental	

review.	The	City	is	scheduled	to	consider	approving the	exchange	refunding	transaction	on	

April	4,	2019.	A schedule	of	additional	milestones related	to	the	proposed	transaction	and	

completion	of	construction will	also	be	provided.

RECOMMENDATION

Because	it	appears that the	City	has	sufficient	available	project	funds	to	complete	the	

proposed	change	in	scope,	and	the	proposed	project	is	eligible	and	will	solve	the	water	

quality	problem	identified,	the	EA	recommends	the	change	in	scope	for	the	project.	

However,	because	of	previous	delays	and	the	potential	of	additional	delays	that	could	affect	

the	ability	of	the	City	to	generate	sufficient	system	revenues	to	repay	the	debt,	the	EA	

recommends	that	the	Board	require	the	City	to	issue	and	exchange	refunding	bonds with	a	

Tax	and	Revenue	pledge.

The	EA recommends	approving	the	City	of	Wimberley’s	request to	amend	Texas	Water	

Development	Board	(TWDB)	Resolution	No.	16032	to	change	the	constructed	project	

components.	

Attachments:

Attachment	1; proposed	TWDB	Resolution	(19 )

Attachment	2;	TWDB	Resolution	(17033)

Attachment	3; TWDB	Resolution	(16032)

Attachment	4; Letter	from	City


