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SUBJECT

Proposed Substitute Ordinance 2012-0443.2 revises the planning and review policies relating to the Regional Wastewater Services Plan ("RWSP") to ensure that the periodic comprehensive review of the RWSP includes a review of the policy guidance for the construction fund and the emergency capital reserves.  Additionally, the ordinance removes the requirement for monthly reporting on Brightwater construction.
SUMMARY  

Proposed Substitute Ordinance 2012-0443.2 revises the planning and review policies of the RWSP to specify that the periodic comprehensive review of the RWSP includes a review of the policy guidance for the construction fund and the emergency capital reserves – that are contained in Proposed Substitute Motion 2012-0444.2, a companion piece of legislation currently before the Budget and Fiscal Management Committee.  That motion would approve water quality fund financial policies regarding reserves and debt.

RWQC also took the opportunity in this proposed ordinance to remove a policy regarding monthly reporting on Brightwater construction now that the facility is operational.  The existing policy anticipated the discontinuation of the preparation and distribution of the reports once the treatment plant was operational – but this "clean up" is reflected in the version of this legislation passed out by the RWQC.

BACKGROUND
KKC 28.86.160, Financial Policies (FP)-6 requires that WTD “maintain for the wastewater system a prudent minimum cash balance for reserves, including but not limited to, cash flow and potential future liabilities.  The cash balance shall be approved by the council in the annual sewer rate ordinance.”  
The Financial Policies Work Group ("FPWG"), chartered by the Regional Water Quality Committee ("RWQC"), recommended memorializing policies with regard to “liquidity” and emergency reserves as a component of the King County Wastewater Treatment Division’s annual financial plan and operating budget. The recommendations align with protocols and practices maintained by the Wastewater Treatment Division ("WTD") for nearly 10 years. FPWG also recommended raising the codified limit on short-term, variable-rate debt (as a proportion of overall debt) as stipulated in policy FP-14 of the RWSP policies.  Additionally, FPWG recommended that the policies, especially specific dollar amounts for reserves should be reviewed when the review and update of the RWSP occurs every 5 – 7 years.  The RWQC concurred with the recommendations and requested legislation to implement the changes and provide the policy guidance.
Proposed Ordinance 2012-0443 amends the reporting policies (in KCC 28.86.165) to ensure that the comprehensive regional wastewater services plan review will include review of “policy guidance for the construction fund and the emergency capital reserves” that are found in Proposed Substitute Motion 2012-0444.2, the companion piece of legislation now before the Budget and Fiscal Management Committee.
 
The intent of policy change in Proposed Substitute Ordinance 2012-0443, is to call out that as a part of the periodic reviews of the RWSP, the review will include looking at the policy guidance for WTD’s liquidity and emergency reserves to determine if the specified reserve amounts are applicable in future years.   
While reviewing Proposed Ordinance 2012-0443, RWQC noted that the Brightwater reporting policy was no longer needed as the treatment plant is now operational.  The committee amended the legislation to remove this reporting requirement from the code.
ANALYSIS
The policy change to review specified amounts in the construction fund and emergency capital reserve is a prudent measure to ensure that these amounts are appropriate over time.  The review occurs every 5 – 7 years, with the next comprehensive plan review due to the Council in June 2014.  At the time of the review, executive staff and the Council can recommend and deliberate the appropriate amounts as they review other policies as well.
Removal of the Brightwater reporting policy is also prudent given it is no longer needed.  The policy in code called for discontinuation of monthly construction progress reports when Brightwater became operational.  Now that the treatment plant and conveyance system are operational, monthly reports and the code requirement for them are no longer needed. 

REASONABLENESS

It is a reasonable for the Transportation, Economy and Environment Committee to give a "do pass" recommendation for the policy changes.
ATTACHMENTS
1. Proposed Substitute Ordinance 2012-0443.2
� Proposed Motion 2012-0444 provides policy guidance to maintain: 


a liquidity reserve (as a fund balance) equal to ten percent or more of operating expenses, plus $5 million minimum balance in the construction fund to ensure sufficient reserves for cash flow and potential future liabilities; and  


an emergency capital reserve of $15 million so that funds can be accessed quickly to make repairs or purchase replacement parts or equipment to restore facilities in the event of a natural disaster or emergency.
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