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TO:  Utah Water Quality Board  
 
THROUGH:   Erica Brown Gaddis, PhD  
  
FROM:  Beth Wondimu, P.E. and Ken Hoffman P.E.  
 
DATE: March 23, 2022  
 
SUBJECT:  Millville City’s Additional Funding of New Wastewater Collection System 
 
PROJECT UPDATE 
 
On January 26, 2022, Millville City (City) appeared in front of the Water Quality Board (Board) to 
request assistance with the affordability of their City sewer collection system. The project was bid 
in March 2021.  The bid was $25,931,777 for construction work with a project total of $30,060,000. 
During the appearance the City believed they had a viable bid and agreement for adjustment of the 
price due to cost increases of materials with a contractor. However, during the bonding process the 
City’s attorney found these adjustments did not meet State procurement requirements which does 
not allow the City to change unit prices. Because of this reason, the City was required to re-bid the 
project.   
 
On March 17, 2022, Millville re-bid the sewer project and the bid came in over the original 
construction estimate.  Only one bidder was received in the amount of: $29.3 million. The bid is 
good for 30 days or until April 16, 2022. The bid has been reviewed by Franson Engineering and 
the costs have been compared.  The analysis of the bid indicated that higher costs are due to: 
 

• Higher pipe material costs. 
• Higher costs of concrete due to market conditions  
• Higher cost of asphalt  

 
Using the increased materials and the amount of the $29.3 million bid, the City’s shortfall will be 
in the amount of $4.7 million. Previous Board Authorization memos dated in April 2021 and 
January 26, 2022 are attached to this memo.  
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APPLICANT’S REQUEST  
 
Under the current market conditions, a total of $34.8 million is needed to fund the project. Millville 
City is requesting $4.7 million in additional assistance with an escalating repayment 
amortization schedule.  
 
CURRENT FUNDING PACKAGES  
 
US Department of Agriculture – Rural Development (USDA-RD) 
The USDA-RD has authorized two funding packages of loan and grant funding in support of the 
project. USDA-RD Package 1 is a loan of $5,011,000 with an interest rate of 1.5% and a 40-year 
term and a grant of $2,949,000. USDA-RD Package 2 is a loan of $9,700,000 with an interest rate 
of 1.75% and a 40-year term and a grant of $6,400,000. USDA-RD Package 2 includes authorization 
for funding private laterals but will not be funding any laterals.  
 
Water Quality Board 
On January 26, 2022, the Board authorized a refinance of the Package 1 USDA-RD $5,011,000 loan 
comprised of $3,750,000 million in principal forgiveness and $1,261,000 of loan at 0% for a term 
of 30 years after completion of drawing USDA-RD funds. Also, the Board previously authorized 
funding comprised of $4,500,000 in principal forgiveness and $500,000 of loan at 0% for a term of 
30 years. In addition, the Board authorized $1,000,000 from the Hardship Grant Fund to pay the 
construction of private laterals for citizens meeting the affordability criteria set forth in R317-101-
5.A.3. Finally, the Board authorized $151,768 from the Hardship Grant Fund to pay off the existing 
UWLF debt.  
 
PROJECT NEED  
 
The proposed project consists of a new sewerage system with a new pump station and force main 
that connects to Hyrum City’s existing treatment systems. Millville is the second largest unsewered 
community in the State of Utah. Millville’s plan to implement a public sewerage system will protect 
a valuable regional drinking water resource and contribute to orderly growth in the area.  The 
recommended alternative would connect the city’s sewer to the regional wastewater treatment plant 
in Hyrum City, linking the regional needs for water quality protection. 
 
PROJECT DESCRIPTION  
 
See Page 2 of the attached Authorization Reports. 
 
POSITION ON PROJECT PRIORITY LIST  
 
Millville City is currently ranked No. 6 of 8 on the FY 2021 Wastewater Treatment Project Priority 
List (PPL).  
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APPLICANT’S CURRENT USER CHARGE  
 
Currently, Millville City charges $2.00 per month per ERU to service the debt on their portion of 
the Nibley trunk line connecting to Hyrum. On March 10, 2022, believing the bid was still good the 
City Council set a monthly sewer rate of $88.97.  Due to State law an impact fee cannot be set yet, 
however the City is projecting a $5,000 impact fee for the collections system. Hyrum’s impact fee 
of approximately $2,450 will be in addition to this.  
 
COST ESTIMATE 
 
The total cost of the project is estimated to be $34,760,000. A breakdown of these costs is as 
follows. 
 

 Collection Laterals 
Legal/Bonding $50,000  
DWQ Loan Origination Fee $64,610  
Collection Sewers $29,300,000  
Laterals  $1,000,000 
Interest on Construction Loans  $1,094,390  
Engineering, CMS, & Environmental $1,200,000  
Contingency (7% const. bid) $2,051,000  
Subtotals $33,857,610 $1 ,000,000 
Total Project Cost: $ 34,760,000 

 
ESTIMATED ANNUAL COST FOR SEWER SERVICE  
 
With the new project cost and the previous Board and USDA-RD authorizations, Millville’s ratepayers 
will pay $88.97 or 1.80% of the MAGI towards their sewer bills. The Utah Water Quality Board’s State 
Affordability Criterion of 1.4% of MAGI ($59,200 for Millville City) or $69.07 per month for the City 
will be exceeded by the project allowing for the consideration of grant funds as part of a funding 
package. Based on the Financial Burden Evaluation Policy for the Utah Wastewater Project Assistance 
Program, the community has a Financial Burden of: Medium. 
 
PUBLIC PARTICIPATION AND DEMONSTRATION OF PUBLIC SUPPORT  
 
On March 10, 2022, the City held a public meeting to discuss the project and set user fees. Overall, the 
public was very supportive of the project. 
 
STAFF DISCUSSION  
 
It is critical this bid be awarded and funding closed prior to May 14, 2022. If the project is not closed 
by May 14 it will have to be re-bid with Build America, Buy America Act requirements which staff 
estimates will increase costs further and may make the project unaffordable. Staff prepared a 
revenue and expenses model to evaluate if an escalating amortization schedule could achieve a 1.25 
debt to service ratio. The model assumes half the growth projected by Millville with revenue from 
the increased ERU’s and impact fees. Staff did not find the 1.25 debt to service ratio to be attainable. 
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However, USDA-RD only requires a 1.1 ratio and the included model shows an approximate 
amortization schedule to maintain a 1.1 debt service ratio. Staff finds this amortization schedule and 
debt service ratio acceptable.  
 
STAFF RECOMMENDATION  
 
Staff recommends the Board authorize a $4,700,000 loan at 0% for a term of 30 years, in addition 
to the previous authorizations by the Board.  This is subject to the following special conditions:  
 

1. Millville City must agree to participate annually in the Municipal Wastewater Planning 
Program (MWPP).  

 
2. As part of the facility planning, Millville City must complete a Water Conservation and 
Management Plan.  

 
3. Millville City must pursue and retain remaining funding necessary to fully implement the 
collection system project. 

  
4. Millville City must develop and implement an asset management program that is 
consistent with EPA’s Fiscal Sustainability Plan guidance. 

 
5. The funding authorizations will expire on May 14, 2022 if the City has not awarded the 
construction contract by that date.  

 
6. Staff may negotiate with the City an escalating principal repayment schedule. 
 
7. Staff may allow for a debt service ratio of 1.1.  
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