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METROPOLITAN KING COUNTY COUNCIL

NATURAL RESOURCES & UTILITIES COMMITTEE

STAFF REPORT

	AGENDA ITEM:
	4
	DATE:
	September 15, 2005

	PROPOSED NO.:
	2005-0350
	PREPARED BY:
	Marilyn Cope

	INVITED:
	Bob Hirsch, Government Relations Administrator, Wastewater Treatment Division


SUBJECT 
A Proposed Ordinance authorizing the executive to amend the sewage disposal agreement with the city of Carnation.
SUMMARY
If approved, Proposed Ordinance 2005-0350 would reduce the Carnation surcharge rate of 65% above the standard sewer service charge, to be paid by residents of Carnation for the construction of a wastewater treatment facility, to a rate of 25%.  The amendment to the surcharge is in response to a capacity charge adopted in May of 2005, to be paid by all county residential sewage customers.  The original assumptions for the Carnation surcharge rate did not account for the higher revenue resulting from the recently adopted capacity charge. Proposed Ordinance 2005-0350 is based on the new capacity charge assumptions and reflects revised surcharge revenue needs to support the wastewater treatment plant’s capital costs. 
BACKGROUND
The city of Carnation is an incorporated, rural city located at the confluence of the Tolt and Snoqualmie rivers with approximately 1,900 residents. Carnation is not served by a sewer system and all sewage is disposed of using on-site septic systems. Many of the existing lots in the city of Carnation do not meet current minimum lot sizes for on-site septic systems. As a result, it is difficult for landowners to rebuild after a fire or fix failing on-site systems.  
In February of 2001, the city of Carnation requested that King County’s Wastewater Treatment Division (WTD) review the city’s “Comprehensive Sewer and Facilities Plan” and develop alternatives for county provision of wastewater treatment services.  WTD completed its review in September 2001, and the city and county negotiated a draft agreement for provision of wastewater treatment service by King County at a local satellite facility.  

Two County Council actions were required to enable the county to provide wastewater treatment services to the city.  First, in September, 2002 the council approved Ordinance 14492 amending the Comprehensive Water Pollution Abatement Plan to add the city of Carnation to the Wastewater Treatment Service Area.  Second, in March, 2003 the council approved Ordinance 14582 authorizing the Executive to enter into an agreement with the city to provide for treatment and disposal of sewage. 
The provisions of the agreement for the Carnation satellite wastewater treatment facility required King County to finance, construct and operate facilities to dispose of sewage.  Given the remote location of the city of Carnation, the county is constructing a satellite wastewater treatment facility to serve the specific needs of the city.  Linking the city to the county’s existing sewer lines was considered but found to be cost prohibitive.  The treated wastewater will be discharged directly into the Snoqualmie River and eventually disposed into the Puget Sound.
The city of Carnation is required by the agreement to construct local facilities to collect and deliver the sewage to the county-constructed treatment facilities.  By the terms of the agreement the annual sewer rate and capacity charge to Carnation customers would be assessed at the same rate as other customers within the Wastewater Treatment Service Area, except that an additional surcharge would be assessed to address additional capital costs, described below.  The purpose of the capacity charge is to pay for building sewage treatment capacity to serve newly connected customers. The capacity charge ensures that all customers pay their share of the cost of capital improvements to provide them with sewage treatment service.  The sewer rate and capacity charge are set annually by the King County Council.  This approach is consistent with RWSP financial policy FP-12, which calls for a uniform service-area-wide sewer rate and capacity charge.  As in the rest of the Wastewater Treatment Service Area, Carnation customers would pay the capacity charge for 15 years after connection.   

The estimated cost for construction of a satellite wastewater treatment facility to serve the city of Carnation is $10.6 million.  To reflect the additional costs of constructing and operating a satellite treatment facility, the agreement provides for an additional “surcharge” to be paid by customers in Carnation. The surcharge was initially set at 65% of the annual sewer rate with the stipulation that the county would amend the surcharge if it resulted in disproportionate revenues for recuperating capital costs. 
ANALYSIS

When the city of Carnation surcharge rate was set at 65% in 2003, the formula for recovering capital costs was based on a capacity charge of $17.60 per month. In May of this year the King County Council adopted Ordinance 15194 setting the universal capacity charge rates for new customers at $34.05 per month through 2007. This higher capacity charge reduces the surcharge amount needed to recover capital costs associated with the satellite wastewater treatment facility.  Proposed Ordinance 2005-0350 would reflect the revised assumptions and provide for a surcharge of 25% above the standard sewage rate, to more closely reflect revenue needs for the Carnation wastewater treatment plant’s capital costs.  This amendment fulfills King County’s agreement to revise the surcharge rate in light of revenues anticipated in the project’s financial plan.
ATTACHMENTS
1. Proposed Ordinance 2005-0350 with attachments
2. Executive’s transmittal letter dated August 16, 2005

3. Fiscal Note
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