

Areas of Inquiry from BFM Committee:  May 25, 2016 Sewer Rate/Capacity Charge Briefing

· Long-term rate impacts of proposed debt management efforts 
               Response:




                “The reason that the Council should vote to increase rates to reduce debt is that it benefits the public by maintaining and assuring the continued the financial strength of the utility. This results in continued access to capital markets at favorable interest rates as we maintain and expand our system.  It is a long-term investment in which paying a modest amount more now results in 1) added flexibility in case of unanticipated regulatory actions and 2) ultimately lower rates in the future. Furthermore, this addresses our weakest element of the rating agency criteria during a period of projected relative stability in costs and rates, thereby strengthening our current ratings.   Finally, it is important to our customers.  Our component agencies have asked for and supported paying more now as a means to increase flexibility and provide for a stronger financial position in the future.

The proposed 40% CIP funding will produce sewer rates that are higher than under current practices through 2030, becoming lower than current practices thereafter. On a present value basis, the breakeven point will be reached in early 2050’s.  (The attached chart, labeled “Projected Sewer Rate Revenues under 40% Cash Financing Proposal and Current Practices”  shows rate revenues for each of the scenarios.)”

· Sewer Rate Benchmark
Response: 





· Variable Rate Bonds
Response:
	“WTD has developed a proposed amortization schedule for each series of variable rate bonds beginning ten years prior to the final maturity date. WTD follows a policy of holding 15 to 20 percent of all debt level as variable rate debt.  In continuing this policy, the Utility will issue additional variable rate bonds to maintain the approximate 15 percent share.”  


· Management of wastewater flows to achieve cost reduction associated with processing and conveyance
                                Response:
“WTD has some ability to  transfer flows between its regional treatment facilities and we use this option to ensure the system operates at its most efficient. There are, however, very limited opportunities to transfer flows outside of the system because of geography and the small number of treatment facilities in this region.”

· Costs of Combined Sewer Overflow Program, and additional program background
Response:

Additional Info on Combined Sewer Overflow (CSO) Program
The County’s 2018 Long-Term CSO Control Plan Update that is underway will assess the best approach for controlling each of the remaining uncontrolled CSO locations, including green stormwater infrastructure, separation, and treatment and storage. 

Separation has typically been shown as more expensive. For example, estimated construction costs for separating only part of the flows in the Georgetown CSO Project area exceeded the estimated construction costs for treatment option that deals with all of the flows.

King County is under a federal CSO consent decree to complete 9 projects to control the remaining 18 CSO outfalls with very specific milestones on facility plans, design and construction.

The City of Seattle also has 88 CSO locations which the City is also responsible for controlling under a federal consent decree. 

The table below provides more information on WTD’s capital projects that are in various stages (planning, design and construction) for the remaining uncontrolled CSOs. 

CSO Projects to Control Remaining Uncontrolled Overflow Locations
	Project Name
	Overflow Name(s)
	Phase
	Construction Costs
(Millions)a
	Construction Completion Date

	Murray Street Wet Weather Storage
	-Murray St. Pump Station
	Construction
	$27.2b
	Dec. 31, 2016

	Rainier Valley Wet Weather Storage
	-Hanford #1
	Construction
	$19.6b
	Dec. 31, 2019

	Georgetown Wet Weather Treatment Station
	-S Michigan St. Regulator Station 
-Brandon St. Regulator Station 
	Design
	$126.7b
	Dec. 31, 2022

	TBD
	-Belvoir Pump Station
	Planning
	TBD
	TBD

	West Duwamish (gray + green)
	-Terminal 115
-W Michigan St. Regulator Station
	Planning
	$10.0b
	Dec. 31, 2025

	Chelan Ave. Wet Weather Storage
	-Chelan Ave. Regulator Station
	Planning
	$38.9b
	Dec. 31, 2023

	Ship Canal Water Quality Project
	-3rd Ave. W
-11th Ave. NW
	Planning
	
	Dec. 31, 2026


– Construction costs are being updated for all projects in planning through the 2018 Long-term CSO Control Plan Update
b – 2012 planning level estimates escalated through 2015 				
c – Planning level estimates from 2012 Long-term CSO Control Plan Update	
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Project Name
	Overflow Name(s)
	Phase
	Construction Costs
(Millions)a
	Construction Completion Date

	Montlake (gray + green)
	-Montlake Regulator Station
	Planning
	$41.5c
	Dec. 31, 2028

	University (gray + green)
	-University Regulator Station
	Planning
	$22.9c
	Dec. 31, 2028

	HLKK Wet Weather Treatment Station
	-Hanford #2 Regulator Station
-Lander St. Regulator Station
-King St. Regulator Station
-Kingdome Regulator Station
	Planning
	$136.1c
	Dec. 31, 2030

	TBD
	-Harbor Ave. Regulator Station
	Supplemental Compliance Plan
	TBD
	TBD

	TBD
	-Denny Way Regulator Station
	Supplemental Compliance Plan
	TBD
	TBD


a – Construction costs are being updated for all projects in planning through the 2018 Long-term CSO Control Plan Update
b – 2012 planning level estimates escalated through 2015 				
c – Planning level estimates from 2012 Long-term CSO Control Plan Update	
			


· Biosolids Program Costs, Disposal Alternative
Response:
                                
Cost of Biosolids Land Application for Agricultural Uses

	Cost per ton of biosolids applied at Boulder Park (2016)*
	$59.49

	Cost per ton of biosolids applied at Natural Selection Farms (2016)*
	$59.75

	Estimate of costs per ton of landfilling biosolids, which would be a temporary option if allowed by Ecology
	$120 

	Estimate of savings per ton 
	$60.00



*These costs per ton for land application include costs for transportation and replacement of King County’s trucks, trailers, tractors, spreaders, and loaders at end of useful life.

Agricultural uses of biosolids provide the most carbon sequestration in the soil, a significant factor in WTD’s carbon accounting that brings the division close to carbon neutrality. 

WTD has looked at options involving technology (dryers, incineration with energy recovery, etc.) which have higher capital and operating costs compared to the current program of land application. 

Other utilities in the region pay higher rates for hauling and land application in eastern Washington. One of the most recent bid prices accepted by a westside utility was $85 per ton.
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