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REVISED STAFF REPORT

As reported out of the Budget and Fiscal Management Committee

Proposed Ordinance 2003-0175 was amended in committee to correct a reference to an attachment to the 2003 Adopted Budget, revise out-year projections for the Brightwater Conveyance project in Attachment D to the Adopted 2003 Budget, and clarify the intent of accelerated acquisitions along the Executive-preferred Brightwater conveyance route. The Budget and Fiscal Management Committee passed Proposed Substitute Ordinance 2003-0175.2 out of committee with a “Do Pass” recommendation. 

SUBJECT: AN ORDINANCE making a supplemental appropriation of $10,000,000 to the wastewater capital fund; and amending the 2003 budget ordinance, ordinance 14517, Section 120 and Attachment D, as amended.

SUMMARY:  

The Wastewater Treatment Division (WTD) is requesting a $10 million increase in expenditure authority to support land acquisitions along the Executive-preferred Brightwater conveyance route.  

WTD submitted an earlier request for $22 million in supplemental budget authority for the Brightwater Conveyance Project as part of the 1st Quarter Omnibus Corrections Ordinance.  At the time of council review, WTD staff indicated that the request could be scaled back to $10 million.  Budget and Fiscal Management (BFM) Committee amended the 1st Quarter Corrections Ordinance to remove the $22 million request and directed WTD to submit a separate appropriations ordinance for the $10 million. 
This supplemental request represents an increase of approximately 75% in the total 2003 appropriation for the Brightwater Conveyance Improvements Project, and an increase of just over 4% in the total adopted 2003 Wastewater CIP appropriation of $240,078,644.  

The proposed increase in expenditure authority for 2003, and projected increase for 2004, are shown in the fiscal note as being offset by reductions in projected expenditure authority for 2005 through 2008 (please see table below).  In effect, this request would accelerate rather than increase expenditures for Brightwater Conveyance Improvements. 

	
	2003
	2004
	2005
	2006
	2007
	2008
	2003 – 2008 Totals

	Adopted 2003
	13,408,861
	16,459,156
	43,545,364
	95,740,245
	179,818,276
	171,138,336
	520,110,238

	Proposed Supplemental
	10,000,000
	20,300,000
	(4,400,000)
	(14,700,000)
	(11,200,000)
	0
	0

	Revised CIP Totals
	23,408,861
	36,759,156
	39,145,364
	81,040,245
	168,618,276
	171,138,336
	520,110,238


Purpose of Supplemental Request 

WTD is seeking this supplemental expenditure authority so that it can accelerate land acquisition negotiations along the Executive-preferred Brightwater conveyance route (Route 9 - 195th Street alternative).  The initial focus of conveyance route acquisition would be on the surface portal sites. The portals are used for entry of tunnel equipment and removal of soil. Most of the land is commercially zoned.  Some of the sites are undeveloped and this is one of the drivers for accelerating the acquisitions.  

Financial Plan and Rate Impacts

2003: From a cash flow standpoint, WTD notes that this supplemental request will not impact the 2003 adopted sewer rate because they will adjust cash flows consistent with their financial plan. Acceleration of expenditure authority does not impact the 2003 capacity charge which is based on aggregate system costs over the 30-year life of the Regional Wastewater Services Plan (RWSP).  

2004: The Executive has transmitted proposed legislation setting the 2004 Sewer Rate and Capacity Charge. The Executive-proposed sewer rate for 2004 remains stable at $23.40 per month.  The Executive-proposed capacity charge increases from $17.60 to $18.00 per month (just over 2%). The CIP back-up detail for the rate proposal assumes approval of the $10 million supplemental appropriation for Brightwater Conveyance. 

It should be noted that WTD is conducting the first 3-year update of RWSP costs and customer growth assumptions as directed by council-adopted RWSP policies. The 3-year RWSP update has the potential to result in more significant changes in the proposed capacity charge for 2005 and beyond. 

Relationship to Brightwater Environmental Impact Statement (EIS) and Final Site 

Selection

The Executive is not scheduled to issue a Final EIS (including a final selection of the Brightwater plant site and conveyance route) until November of 2003. WTD staff note that they want to accelerate acquisition negotiations in advance of Final EIS issuance in order to give land owners as much lead time as possible for making relocation preparations. In addition, WTD notes that land values will continue to appreciate due to market forces and land redevelopment. In the event that one of the other Brightwater conveyance route alternatives is selected in the Final EIS, WTD plans to surplus purchased property.  If property surplus is necessary, there would be a transaction cost in terms of original acquisition negotiations, potential relocation assistance, and marketing of surplus property. WTD staff argue that the benefits of securing property before it is developed (e.g., lower cost, less disruption to landowners) outweigh the potential transaction costs of having to surplus unneeded property.  

Response to Earlier Questions from BFM Committee Members

During review of the original $22 million supplemental request, BFM Committee members requested the following information from WTD staff (text in italics is a committee staff summary and analysis of information provided by WTD staff): 

1. A review of past policy direction regarding screening criteria for candidate plant sites 

Ordinance 14043 (February 2001) adopted screening criteria for the Phase I Brightwater siting process.  At that time, there were 38 candidate site, and Ordinance 14043 directed that “King County shall select NTF sites that provide sufficient area to accommodate the proposed facilities, an appropriate buffer, and at the treatment plant, room for future treatment process upgrades.”  Ordinance 14107 (adopted May 2001) approved 6 candidate sites, and directed that “King County shall select NTF sites that provide sufficient area to accommodate the proposed facilities, an appropriate buffer, and at the treatment plant, room for reclamation of all wastewater flows, energy self generation and future treatment process upgrades.”  The RWSP Operational Master Plan, dated December 1999, states that the site “could be 60 to 90 acres depending on the amount of buffer necessary for surrounding land uses.” 

2. Growth and flow assumptions that are driving the need for an on-line date of 2010 

King County relies on population and employment forecasts developed by the Puget Sound Regional Council (PSRC) through 2020. King County then screens out areas outside of its service area, and adjusts the numbers to reflect sewered and unsewered areas. Beyond 2020, King County uses population and employment trend information to develop projections. King County assumes that the entire wastewater treatment service area will be sewered by 2020.  

The RWSP used PSRC numbers that were based on 1990 census data. Population projections prepared in 1998 for the RWSP assumed a sewered population of 2,756,598 by 2010.  PSRC recently published new projections based on the 2000 census data. The updated county projection, based on recent PSRC data, shows a sewered population of 2,688,001 by 2010. By 2020, the updated population estimate moves slightly ahead of the original RWSP estimate. 

Other factors driving an on-line date of 2010 include:

· South Treatment Plant may run out of capacity sooner than expected.

· Kenmore intercepter is projected to reach capacity not later than 2010.

· There are solids handling limitations that would limit capacity at the West Treatment Plant, even if additional flows could be directed there. 

As noted above, WTD is conducting a 3-Year Review of the RWSP which includes the Brightwater Treatment Plant and Conveyance projects. Council-adopted RWSP policies direct that the 3-year review include an evaluation of planning assumptions about the rate and location of growth, and the phasing and size of facilities. 

3. A crosswalk of Brightwater cost estimates comparing assumptions in the Regional Wastewater Services Plan with revised cost estimates in the Brightwater Draft EIS 
The RWSP baseline estimate for land costs (including plant site and conveyance route) was $27.1 million, adjusted to 2002 dollars.  The RWSP acquisition estimates assumed 68,000 lineal feet of pipeline and a lump sum for above-ground structures based on square footage. 

The Draft Brightwater EIS assumes a land cost of $147.6 million in 2002 dollars. These updated estimates assume 97,000 lineal feet of pipeline and a lump sum for portals and above ground structures. 

In addition to the increase in conveyance line length, the other major driver for variance in cost estimates between the original RWSP and the Draft EIS is that RWSP acquisition costs have been updated using a standard inflation factor of 3% rather than actual trends in real estate costs. WTD staff noted in the April 9th BFM meeting that annual increases in real estate costs in the vicinity of the preferred conveyance route have ranged from 4% to 17%, with the higher end of the range tied to residential properties.  

As part of the 3-year RWSP Update, WTD is identifying strategies for cost containment for RWSP CIP projects. One of the primary cost containment strategies being pursued for Brightwater conveyance is a reduction in the number of surface portals (and associated land acquisition) needed for construction. 

Information Requests for Executive Session

During the April 9th BFM meeting, members also requested information on preliminary appraisal information for properties being considered for acquisition, and the legal risks associated with moving forward with acquisitions in advance of final EIS issuance. The Chair noted that information on these items would need to be reviewed in Executive Session. 

Relationship to Proposed Ordinance 2003-0185 

The Executive recently transmitted proposed Ordinance 2003-0185, “an Ordinance authorizing the condemnation of property interest for the Brightwater Treatment Plant Project.” Sections 3 and 5 of Proposed Ordinance 2003-0185 would authorize condemnation proceedings to acquire property and property rights for property described in Exhibit A to Proposed Ordinance 2003-0185.  Exhibit A includes properties at both the Route 9 and Edmonds alternative treatment plant sites. If properties acquired pursuant to this ordinance are later deemed surplus, Section 4 of Proposed Ordinance 2003-0185 would authorize the Department of Natural Resources and Parks (DNRP) to proceed to dispose of the property “as soon as optimal market conditions exist for maximizing financial return to the county.”  It appears the properties listed in Exhibit A are associated with the Brightwater plant site alternatives rather than the Brightwater conveyance route alternatives. Staff will conduct a detailed analysis of the legal descriptions in Exhibit A as part of Utilities Committee review of Proposed Ordinance 2003-0185. 

Reasonableness:

Adoption of Proposed Substitute Ordinance 2003-0175.2 would constitute a reasonable business decision by the council. 
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