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Metropolitan King County Council

Natural Resources and Utilities Committee

STAFF REPORT

	Agenda Item:
	4
	Name:
	Peggy Dorothy

	Proposed No.:
	2004-0158
	Date:
	May 13, 2004

	Attending:
	Bob Hirsch, Government Relations Administrator, Department of Natural Resources and Parks, Wastewater Treatment Division 


SUBJECT:  
An ordinance authorizing the executive to enter into an agreement amending the sewage disposal agreement with the City of Renton and authorizing similar amendments to sewage disposal agreements with other jurisdictions.

SUMMARY  

Proposed Ordinance 2004-0158 (Attachment 1) would authorize the executive to sign an agreement that amends the sewage disposal agreement with the City of Renton.  This ordinance would also authorize the Executive to sign similar amendments to existing agreements with all of the remaining local agencies served by the county’s regional wastewater system.  

The amendments the Executive proposes to all the sewer agreements would:

· Extend the termination date of the agreements to July 1, 2056;

· Allow sewer rate increases outside the regular yearly process for emergency situations; and 

· Require entities with sewage disposal agreements with the county to agree to amendments concerning distribution of the wastewater utility’s costs and development and collection of the county sewer rate as long as the amendments are agreed to by the agencies representing in total not less than 90 percent of the ratepayer base.

In addition, the agreement with the City of Renton would obligate the county to implement odor control improvements at the South Treatment Plant. 

In Proposed Ordinance 2004-0158, the Executive proposes that the Council approve one agreement and authorize him to sign 33 similar agreements, rather than acting on each of the 33 agreements separately.  If negotiations with any of the participating cities or districts result in changes other than those authorized by this proposed ordinance, the Executive will need to transmit those agreements separately for the Council’s approval.

BACKGROUND  

King County provides wastewater conveyance and treatment for 34 local sewer agencies (including the City of Seattle), in King County, southern Snohomish County and a small portion of Pierce County.  The County does not provide wastewater services directly to residential or business customers.  Rather the County collects wastewater from the cities or utility districts in large interceptor lines, and conveys the wastewater to county treatment plants for treatment and discharge.  Collection is done by participating local sewer agencies.
The relationship between the county and participating local agencies is governed by long term sewage disposal agreements.  The basic provisions of the agreements are identical for all the parties.  The agreements obligate the county to treat the sewage delivered to the county system and establish the basis of payment by the local agencies for disposal service.  

Most of the sewage disposal agreements were entered into between individual local governments and the Municipality of Metropolitan Seattle (Metro) in the 1960s and 1970s.  The initial termination date of the agreements was 2016, but most were extended to 2036 in the late 1980s.  King County became a party to these agreements as a result of the county’s merger with Metro.

PROPOSED AMENDMENTS TO THE SEWAGE DISPOSAL AGREEMENTS

The proposed amendments to the sewage disposal agreements are intended to:

· Improve the financial wellbeing of the wastewater utility and minimize the sewer rate impacts of future borrowing; and 

· Provide the utility with flexibility to deal with financial emergencies; 

1. Extend termination date of agreements.  The Executive proposes to extend the county’s sewer disposal agreements from their current termination date in 2036 to July 1, 2056.  The extension would allow the county to continue to take advantage of low bond interest rates to meet its borrowing needs and match the terms of its debt with the life of the assets to be financed.  Since the sewage disposal agreements currently terminate in 2036, 2001 was the last year the division could issue 35-year bonds.  

The Division estimates that issuing 30-year bonds for $125 million for three years in a row would add as much as $0.18 to the yearly sewer rate over the same number of $125 million bonds over the same three-year period with 35-year terms.  (The division’s current financial forecasts project a higher level of borrowing over the next ten years.)

2.   Authorize emergency sewer rates.  Under the sewer disposal agreements between the county and component agencies, the sewer rate can only be revised once a year prior to July 1 to set the rate for the following year.  After the rate is set, there is no opportunity to adjust the rate for the following year to react to unforeseen developments. 

The proposed ordinance would amend the sewage disposal agreements to permit sewer rate increases outside the regular yearly process for emergency situations.  The amended agreement would allow the Executive to declare that an additional charge is needed to operate the system and meet debt requirements.  The Council would have to approve the additional charge.  The charge would expire within 12 months of the date the charge is approved, although it could be incorporated into the sewer rate as part of the next rate setting cycle.

3.   Require jurisdictions to agree to certain amendments.  Under the current sewage disposal agreements, any amendments concerning distribution of the wastewater utility’s costs and development and collection of the sewer rate require unanimous agreement by all local participating agencies.  The Executive is concerned that, under this arrangement, any single participating local agency can effectively veto amendments that are agreed to by a majority of the participating agencies.  Over one-half of participating local agencies each represent less than one percent of the ratepayer base.
The proposed amendment would require all component agencies to accept future amendments on these two issues without unanimous agreement, as long as the agencies representing in total not less than 90 percent of the ratepayer base agree.  The proposed change has already been made to about one-third of the agreements following an endorsement by the region’s elected officials in the late 1980s.  

4. Obligate the county to implement odor control improvements at the South Treatment Plant.  This amendment would only pertain to the agreement with the City of Renton.  The proposed odor control improvements are already planned by the Wastewater Treatment Division in accordance with odor control policies contained in Ordinance No. 14712, adopted by the Council on July 14, 2003.

Proposed Process for Amendments:  The City of Renton has agreed to the proposed amended sewage disposal agreement with the county.  Other local component agencies have not agreed to the changes at this time.  There was a briefing at the Regional Water Quality Committee (RWQC) on March 13, 2002 and the Division has been engaged in discussions about the proposed agreement changes with the Metropolitan Water Pollution Abatement Advisory Committee (MWPAAC).  The Division plans to send the proposed amendments to each participant local agency after securing an endorsement from MWPAAC.

Division staff has indicated that there are some issues remaining on the agreement with the City of Seattle.  In particular, the city wants to include its agreement the specific formula the county uses to calculate the sewage treatment capacity charge.  If this amendment were made to the city’s agreement, the Executive would need to obtain additional Council approval for the amendment.

Finally, staff recommends that the Committee consider a title amendment for this proposed ordinance.  The current title of this proposed ordinance does not include reference to the fact that the ordinance would authorize the Executive to enter into amendments for more than just the Renton Sewage Disposal Agreement.  While this reference may not be strictly required, it would clarify all of what the proposed ordinance would do.  A title amendment has been prepared and attached to this staff report for the Committee’s consideration.

ATTACHMENTS
1. Proposed Ordinance 2004-0158, with attachment:

A. City of Renton King County Amendment to Agreement for Sewage Disposal Agreement Regarding Odor and Chemical Use at South Plant.

B. Amending the Sewage Disposal Agreement between King County and Local Sewer Service Agencies

C. Memorandum from Jim Hattori

2. Title Amendment to Proposed Ordinance 2004-0158

3. Executive Transmittal Letter dated March 16, 2004 
4. Fiscal Note

1
2004-0158 Renton Sewer Agreement SR.doc
4
2004-0158 Renton Sewer Agreement SR.doc

