Tampa Bay Water issues notice of default to Covanta

Tampa Bay Water issued Covanta Energy Corp. a "Notice of Default" Wednesday for the Tampa Bay Seawater Desalination plant. An amendment to the contract, agreed to by both Tampa Bay Water and Covanta in June 2003, provided Covanta with an extended acceptance period to remedy plant inefficiencies identified during an initial 14-day acceptance test performed in May, a release stated. 

Covanta was unable to complete the corrective actions necessary and a second acceptance test by the Sept. 30 deadline, the release stated. 

"Everyone wanted Covanta to succeed, and we are very disappointed that the plant is not operating as agreed," stated Jerry Maxwell, Tampa Bay Water general manager, in the release. 

"Tampa Bay Water wants the desalination plant to produce the quality and quantities of water at the contractual efficiency standards to protect the public's investment. Unfortunately, Covanta has not been able to provide that by the agreed date." 

Thirty-one inefficiencies were identified in the plant during the initial acceptance test, the release stated. 

By contract, Covanta was required to submit a "Plan of Study" by which the developer would address the 31 deficiencies by Sept. 30. A 14-day performance test is also required to prove the plant can produce the quantity and quality of water at the fixed contract price, the release stated. 

As of Sept. 30, Covanta was unable to demonstrate that 17 of the 31 deficiencies have met the contractual requirements. 

Covanta started its second performance test on Sept. 30. Upon completion of the 14-day test, Covanta must submit to Tampa Bay Water a data report. Tampa Bay Water will review the data to determine if the plant will meet the contractually specified efficiency parameters, the release stated. 

Under provisions of the contract, Tampa Bay Water issued the notice to Covanta, triggering liquidated damages of $3,500 per day from May 21 through Sept. 30. Liquidated damages of $32,500 area assessed starting Oct. 1 and will continue for each day the plant remains unfinished, the release stated. 

Covanta also will be required to provide an additional 56 million gallons of free water for a total free water requirement of 306 million gallons to date. Additionally, Tampa Bay Water is holding more than $7 million in construction retainage that will not be released until the plant reaches substantial completion, the release stated. 

Under the contract, Covanta has 48-days remaining in their cure period to achieve acceptance and substantial completion. If the company is unsuccessful, Tampa Bay Water can terminate the contract on Nov. 18. 

A full report on the Tampa Bay Seawater Desalination project status will be provided to the Tampa Bay Water board at its scheduled monthly board meeting at 9 a.m. Oct. 20. 
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