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Capital Spending
WTD capital spending for 2017 of $192 million was six percent higher than the planned 85 percent accomplishment rate for capital spending of $179.4 million (see section 4.3 for more detail on the capital accomplishment rate). Planned capital spending, assuming the same 85 percent accomplishment rate, ranges from $208 million in 2018 to $225.6 million in 2024, averaging approximately $252.8 million per year during the six-year period.

Construction activity for WTD facilities continues to be a significant source of regional job creation. In 2018 and 2019, WTD will invest approximately $101 million and $105 million respectively in construction, supporting more than 2,600 full- and part-time jobs in the region.

Two aspects of capital project spending affect the sewer rate: 1) the total cost of the project over its lifetime and 2) the amount of spending in the specific rate period. In the process of defining capital priorities for 2018 and beyond, WTD critically reviewed project scopes, schedules, cash flow projections, and risk analyses to ensure funding for critical projects. Key criteria for assessing risk include ensuring the continued operation and reliability of existing wastewater conveyance and treatment assets, enhancing regional water quality in compliance with federal, state, and local regulations pertaining to wastewater treatment, reducing combined sewer overflow events, and continuing to create resources from wastewater. Below are key projects in the capital program (total project cost):

· North Mercer Island and Enatai Interceptors Upgrade ($116 million) 
This project will increase the reliability and capacity of the existing North Mercer Island Interceptor and Enatai Interceptor components of the regional wastewater system in order to convey the 20-year peak wastewater flows projected through the year 2060 from service areas in North Mercer Island, the southwest portion of Bellevue, and the Town of Beaux Arts Village.
· Georgetown Wet Weather Treatment Station ($242 million)
The project consists of building a Wet Weather Treatment Station (WWTS), conveyance pipelines, and outfall structure to treat Combined Sewer Overflows (CSOs) prior to discharge into the Lower Duwamish Waterway.  The WWTS includes an influent pump station, equalization basin, screening facility, CSO treatment process, and disinfection. Modifications to both the S. Brandon St. and S. Michigan St. Regulator Stations will be required for diversion of flows to the WWTS. Ancillary facilities include an odor control facility, electrical/controls building, and emergency generator. CSO treatment will consist of high rate primary treatment followed by ultra violet disinfection prior to discharge.
· Joint Ship Canal Water Quality CSO Control ($179.5M)
The Ship Canal Water Quality (WQ) Project is a joint project between Seattle Public Utilities (SPU) and DNRP that will provide offline storage with a deep storage tunnel constructed between the Ballard and Wallingford CSO areas, on the north side of the Ship Canal. The Ship Canal WQ Project will control SPU’s Ballard CSO basins (Outfalls 150,151, and 152), Fremont (Outfall 174) and Wallingford CSO basins (Outfall 147), DNRP’s 3rd Avenue West Regulator (DSN008), and 11th Avenue NW Regulator (DSN004). The minimum total control volume for both SPU and DNRP CSO basins is 15.24 million gallons (MG).
· Lake Hills Int.-A Refurbishment
This project will rehabilitate 3,263 linear feet of 48-inch diameter reinforced concrete pipe. This project aligns with WTD's mission, vision, and values by protecting public health, creating a resilient clean water enterprise, and safety as a virtue. The project is scheduled to begin construction in 2020.
· West Duwamish CSO Control ($57.3M) 
[bookmark: _Toc509494229]This project provides for the design, construction, and property acquisition to control CSOs as mandated by the consent decree issued by the Department of Justice and the EPA. Based on modeled and monitored data, the West Michigan CSO overflows on average 5.2 times per year and the Terminal-115 CSO overflows on average 2.6 times per year. Both CSOs do not meet the control standard of one event per year on 20-year moving average. Construction completion is currently scheduled for January 2025.
· [bookmark: _Toc509494230][bookmark: _Toc509494231]SP Biogas and Heat Systems Improvements ($56M)
This project provides for the design and construction to replace the South Plant heating and gas scrubbing system that has reached the end of its useful life and become increasingly costly to maintain and operate. The system replacement is an opportunity to install an energy efficient system and comply with the higher quality standard for scrubbed biogas set by Puget Sound Energy. Complying with the higher quality standard allows the scrubbed gas to be sold to an expanded market. The project is scheduled to reach substantial completion in February 2021.
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The capital accomplishment rate is an estimate of the difference between planned capital spending as included in the budget and the capital spending that actually occurs. Using an accomplishment rate in the financial plan allows WTD to adjust the capital program’s revenue requirements in anticipation of likely delays in the execution of capital projects that reduce spending and, therefore, cash needs. The accomplishment rate reflects the capital program as a whole and is expressed as the percentage of the capital budget expected to actually be spent in a given year.

In 2017, the accomplishment rate for the capital program was approximately 89 percent, compared to an assumed rate of 85 percent. This difference represents approximately $8.85 million more capital spending in 2017 than anticipated. The accomplishment rate is assumed to remain at 85 percent for the forecast period of 2018-2024.

To further illustrate the relationship between the sewer rate and the accomplishment rate, if the assumed accomplishment rate were lowered by five percentage points to 80 percent for the 2019 proposal, planned capital spending would be reduced by approximately $9.5 million and the 2019 sewer rate would be reduced by $0.08, all other things being equal. Conversely, if the assumed accomplishment rate were increased to 100 percent for 2019, estimated capital spending would increase by $19.6 million, increasing the 2019 sewer rate proposal by approximately $0.24, in the absence of any other changes or accommodation.
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