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SUBJECT:     AN ORDINANCE approving the City of Carnation Comprehensive Sewer Plan.
SUMMARY:  Proposed Ordinance 2004-0506 (Attachment 1) would approve the 2003 Comprehensive Sewer Plan for the city of Carnation.  King County Code Chapter 13.24 requires county approval of comprehensive plans and plan updates for sewer service providers as a prerequisite to the granting of right-of-way franchises and approval of right-of-way construction permits.  In its sewer comprehensive plan, a city must:

· Provide for the present and reasonably foreseeable future needs of the sewer service area;

· Provide for treatment plants and other methods and services, if any, for the prevention, control and reduction of water pollution and for the treatment and disposal of sewage and industrial and other liquid wastes produced in the city; and 

· Provide for the acquisition and construction of adequate wastewater transmission and treatment facilities, including a long-term financing plan to cover the expense of the sewer system.

Before a comprehensive plan becomes effective, the council must approve, partially approve or reject the plan.  The proposed plan must be consistent with the King County Comprehensive Plan and it must contain sufficient information to demonstrate the city’s ability to provide service consistent with the all applicable laws and regulations.
BACKGROUND
The city of Carnation is one of only two incorporated jurisdictions in King County not served by sewers (the other being the Town of Skykomish).  Wastewater treatment is currently handled by 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 and these systems often do not meet public health standards for on-site septic systems. 
In February of 2001, the city 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.  Due to the city’s location and the cost of connecting city residents to the existing regional wastewater system, the county and the city negotiated an agreement under which the county would construct and operate a satellite sewer treatment facility to treat and dispose of the wastewater generated in the city.  The council approved the agreement on March 3, 2003, by Ordinance 14582.  

The agreement is structured to be consistent with the traditional relationship between the county and cities, whereby the city has responsibility for collection and delivery of wastewater, and the county treats and disposes of the treated wastewater.  It differs from the traditional wastewater agreements in that the city will not deliver wastewater to existing county sewer trunk lines for conveyance to existing county treatment plants.  Instead, the city will deliver the wastewater to a new satellite treatment facility that will be constructed and operated by the county.  
Under the agreement, the county will finance construction of the new satellite treatment and disposal facility and attempt to secure grants and low interest loans in order to minimize the costs of the treatment facility.  The county will complete the siting, design, permitting, and construction of the new satellite facility.  Since the treated wastewater could discharge directly to the Snoqualmie River, the agreement acknowledges that “construction of these facilities may proceed only upon compliance with environmental and permit requirements.”
In addition to collecting and delivering the wastewater for treatment, the city agreed to document the number of residential sewer customers, the number of customers billed and the total amount of water consumption by city customers.  Finally, the city agreed to pay its sewage disposal charge due to the county out of the gross revenues of the city’s sewage system.

In terms of the annual sewer rate and capacity charge, Carnation customers will be treated in the same manner as other customers within the wastewater treatment service area.  The sewer rate and capacity charge are set annually by the King County Council.  This approach is consistent with Regional Wastewater Services Plan (RWSP) financial policy FP-12, which calls for a uniform sewer rate and capacity charge.  As in other areas of the wastewater treatment service area, Carnation customers will pay the capacity charge for 15 years after connection.
The agreement between the county and the city provides for an additional surcharge to be paid by customers in Carnation to reflect the additional costs of constructing a satellite treatment facility.  The surcharge will initially be 65% of the sewer rate.  The surcharge is not intended to achieve dollar-for-dollar cost recovery, but is intended to prevent a meaningful subsidy by the system’s other ratepayers.  
The cost to be recovered from the ratepayers in Carnation from the surcharge is capped at $10.6 million in 2001 dollars.  If the capital cost of the treatment plant is greater than $10.6 million (in 2001 dollars), ratepayers throughout the system could end up subsidizing the additional cost. The current cost estimate for the plant is slightly higher than the $10.6 million in 2001 dollars.  Wastewater Treatment Division staff advise that they are looking for additional ways to reduce the cost of the plant.  The surcharge will end after 35 years (the length of a typical county wastewater bond issue).  This charge was approved by the council when it approved the agreement in March 2003.

In fulfilling its agreement to construct and operate the wastewater collection and delivery system, the city has prepared the comprehensive sewer plan that is the subject of Proposed Ordinance 2004-0506.  This plan differs from most of the plans reviewed by the council, because it involves building a new sewage collection system where no system currently exists.   
ANALYSIS

Proposed Ordinance 2004-0506 would approve the city’s comprehensive sewer plan to replace individual septic tanks with a centralized wastewater collection system.  The collected wastewater will be treated and disposed of at a new wastewater treatment facility being designed and constructed by King County.

The city’s current and future wastewater service needs.   The city of Carnation is an incorporated, rural city with approximately 1,900 residents.  The city is located at the confluence of the Tolt and Snoqualmie rivers.  All wastewater treatment currently is provided by on-site septic tank/drainfield systems, many of which are old and not compliant with current standards for such systems.  Many of the existing lots in Carnation do not meet current minimum lot sizes for on-site septic systems.  As a result, it has been difficult for landowners to acquire permits to rebuild after a fire (this has been particular problem for businesses in the downtown core) or to fix a failing on-site system.  
The city’s future wastewater needs are evaluated in the proposed comprehensive sewer plan on the basis of the city’s projected population and land use.  The plan analyzes past population growth trends and growth trends in Carnation and in other Snoqualmie Valley.  The plan projects that population in the city will grow at a stable 1% annual rate between 2000 and 2007.  It is anticipated that growth will increase steeply in the first five years after sewers are available, to a rate of 5% annually between 2008 and 2012.  Then the city anticipates that growth will slow slightly and assumes an annual rate of growth of 3% between 2012 and the end of the planning horizon in 2030.  These annual rates of growth are projected for employment trends in the city as well.  
Based on the population and employment forecasts, the city determined peak flows through the planning horizon.  The total peak flows in gallons per minute for the entire Carnation sewer system are as follows:
	Year
	2000
	2007
	2023
	Build Out

	Peak Flow Rates in Gallons per Minute
	525
	643
	1137
	1170


The comprehensive sewer plan also reviews the potential impact on flows from an aggressive water conservation program.  Because conservation could reduce the size and cost of the sewer system, the city will review recommendations from King County on cost-effective conservation programs and consider implementation.  However, the plan recommends that the cost savings for the treatment plant and the program cost for the demand management program be further refined and evaluated at the facilities planning stage of the project.  
Wastewater collection and treatment.  The primary focus of this plan is to guide the design, construction and operation of a new sanitary sewer system to serve the city and eventually its entire Potential Annexation Area (PAA).  A major element of the plan is the recommendation for a new collection system for the city.  
The plan evaluates six alternatives for wastewater collection for the city.  The preferred alternative is a collection system based on vacuum sewer technology.   Vacuum sewer systems are operated through a central source, which constantly maintains a vacuum in all of the collection mains to deliver wastewater to the treatment facility.  

Treatment and disposal of the city system’s wastewater will be done by the county in a new treatment facility the county will construct and operate.  The city’s wastewater will not enter into the county’s regional wastewater treatment system, though the solids resulting from treatment will be trucked to the South Treatment Plant in Renton and added to the biosolids at the plant.
The city’s capital improvement program.  The cost of the city’s new wastewater collection system is estimated to total $13.973 million.  The city is pursuing a number of loan and grant options to finance the planning, design, and construction of the new sewer infrastructure.  The county is responsible for designing, constructing, operating and financing the new treatment plant.  
The city plans to charge sewer rates that will cover the costs of the new construction and will include the surcharge to pay for the county’s construction of the new treatment and disposal facility.  An upcoming rate study, scheduled for early 2005, is intended to build upon and refine the analysis to develop cost allocation rules, schedules of rates and charges, and related financial policies.  
Because the city is creating a new sewer utility, the city will have to create new policies to finance the utility both for capital costs and for future ongoing operation and maintenance (O&M) costs.  At the time of the 2003 comprehensive sewer plan, the city was in the process of developing its financial program.  The city advised recently that an analysis has been completed evaluating the options to finance and pay for the project.  More work will be done following the rate study to develop financial polices for the city’s sewer system.
APPROVALS:  The city’s proposed comprehensive sewer plan has been approved by the Washington State Department of Ecology.  The King County Utilities Technical Review Committee (UTRC) reviewed and conditionally approved the 2003 plan on May 12, 2004.  The UTRC recommended technical changes that have been incorporated into the final 2003 plan version attached to Proposed Ordinance 2004-0506.  The UTRC recommended that the council approve the plan.
Subsequent to transmittal of Proposed Ordinance 2004-0506, the city of Carnation adopted an updated plan.  The intention of the city was to change the date of the plan and internal references to the plan from 2003 to 2004 to more accurately reflect the timing of the plan’s adoption.  There appear to be no other changes in the updated plan dated 2004.

ISSUES:  King County Code provides that the Council should review comprehensive sewer plans to make sure that the plan provides for the acquisition and construction of adequate wastewater transmission and treatment facilities, including a long-term financing plan to cover the expense of the sewer system.  Since work continues on the city of Carnation’s financial program planning, the 2004 comprehensive sewer plan does not provide information to demonstrate that the city has a long-term financing plan in place to cover the expense of the sewer system, but that the city will be working on its long-term financing plan in 2005.  
The city of Carnation’s proposed sewer plan discusses the city’s work on its financial program in Chapter Nine.  It identifies a number of financial resources for which the city will apply, including state revolving loans and public works trust fund loans, centennial clean water fund grants and other types of loans and grants.  The city is still in the process of developing its financial policies and that it intends to complete a rate study early this year.  The plan also states that the city currently has very minimal bonding capacity to increase its general obligation bond debt, that the city is actively seeking grant money to offset the costs of the new facilities, and that it is considering the use of a surcharge on the water rates charged to city residents to fund the local match requirements for public works trust fund loans.

There is a striking amendment which has been prepared for Proposed Ordinance 2004-0506.  The striking amendment conditions approval of the 2004 plan upon completion of the city’s financial plan and submission of a sewer plan amendment addressing the financial plan and sewer rates for council approval.  This amendment also corrects drafting errors included in the proposed ordinance as transmitted and replaces the attachment with the updated 2004 Comprehensive Sewer Plan for the City of Carnation.  There is also a title amendment to reflect these changes.
ATTACHMENTS:
1. Proposed Ordinance 2004-0506 (attachment available in clerk’s office).

2. Striking Amendment to Proposed Ordinance 2004-0506 (attachment available from committee staff).
3. Title Amendment to Proposed Ordinance 2004-0506.
4. Executive’s Transmittal letter dated October 19, 2004.

5. Fiscal Note.
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