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SUBJECT


This briefing is to provide a status report on the Carnation Wastewater Treatment Plant and the need for additional appropriation authority to fund the construction contract for the project.  
	





SUMMARY


Under King County Code chapter 4.04, the Wastewater Treatment Division is one of the five agencies that have been provided with flexibility in handling unforeseen events that impact the scope, schedule or budget of their capital improvement projects.  These agencies are authorized to reallocate funding among approved and funded projects if unforeseen delays or reasons to accelerate these projects occur.
Even with this flexibility, the Council maintains an oversight role when proposed reallocations exceed 15% of the total cost of a project.  In that case, the reallocation cannot happen without written approval of the Chair of the Capital Budget Committee.

On June 23, 2006, the Executive transmitted a request to the Chair of the Capital Budget Committee for approval of a transfer from wastewater CIP contingency funds of $3.6 million to cover a shortfall in appropriation authority for the Carnation Wastewater Treatment Plant project (Attachment 1).  
An immediate decision is required on this request as bids on the contract are set to expire on August 18, 2006.
In his letter, the Executive stated that additional appropriation authority is required in order for the Executive to sign a construction contract on the project.  The adopted 2006 appropriation included $9.2 million for the construction contract.  After the 2006 budget was adopted, the state Department of Ecology approved the project Facility Plan and new hydraulic studies showed increases in the 100-year floodplain.  Both required changes to the plant increasing the cost.  By April of 2006, the WTD engineer’s estimate for the construction contract was revised to $12.9 million.
The Wastewater Treatment Division received five bids for the construction contract, with a high bid of $15.0 million and low bid of $11.8 million.  The low bid was lower than the updated engineer’s estimate but still $2.6 million more than what was included in the 2006 appropriation.  

In addition, the Wastewater Treatment Division (WTD) spent more than anticipated for non-contract expenditures in 2005.  The WTD anticipates additional spending of approximately $515,369 for non-contract expenditures in 2006.  
	BACKGROUND


The City of Carnation is one of only two incorporated cities in the county that has septic systems and no public sewer system.  The city was declared a public health hazard area by the Seattle/King County Department of Public Health in 1987 based on the number of septic systems that were providing inadequate sewage treatment and causing public exposure to untreated sewage.  The failing septic systems were also threatening to contaminate the local aquifer that serves as the city’s back-up water supply.  

In 2003, the Council approved legislation authorizing the Executive to enter into a contract with the City of Carnation to build and operate a facility for the treatment and disposal of sewage.  
According to the terms of the agreement between King County and the City of Carnation, ratepayers within the City of Carnation will pay sewer rates and capacity rates in line with all ratepayers on the King County Wastewater system.  In addition to those rates, City of Carnation ratepayers will pay a surcharge in order to cover the cost of the new Wastewater Treatment Plant project - the surcharge is based on the cost of the plant.  In October 2005, the assumptions underlying the surcharges for building the plant were updated, increasing the cost estimate for the treatment plant to $13.4 million.  The agreement also provides that the surcharge cannot be increased.  This means that if the cost of the Carnation plant is greater than $13.4 million, the surcharge will not cover the additional expenses.  Rather, the additional costs – including all of the currently identified increase - will be borne by the customers of the regional wastewater system as a whole.  

The financial plan adopted with the sewer rate and capacity charge for 2007 included the costs of the Carnation Treatment plant in the Wastewater Treatment Division capital improvement program.  The adopted rates covered the anticipated increased costs of the Carnation Wastewater Treatment plant.

Scope
The project involves siting, permitting and construction of a 0.4 million gallon per day (MGD) treatment plant to serve the City of Carnation.  
The county agreed to: 

· construct and operate facilities to dispose of sewage; 

· construct any conveyance facilities located outside the city limits;

· Finance construction of the sewage treatment facilities;

· Attempt to secure grants and low interest loans to minimize the cost of the facilities.

The City of Carnation agreed to:
· Construct local collection facilities for the delivery of sewage to the treatment facilities;

· Collect and deliver sewage

· Document the number of residential customers, customers billed and total water consumption;

· Obligate itself to pay sewage disposal charge out of grow revenues of the sewage system to the city.
Schedule:
The City of Carnation continues to be under a declaration of public health hazard due to inadequate treatment of wastewater and failing septic systems.  The current goal is to have the plant constructed and operating no later than 6/16/08.
Budget
There have been significant changes in the cost estimate for the project:

	2003
	Planning Estimate
	$10.6 million

	2005
	Predesign Estimate
	$13.8 million

	2006
	Current Estimate
	$17.4 million


This means that the estimated cost of this project has increased by 64% since it was first approved by the Council and 26% since predesign.  There are additional aspects of the project that are not currently funded and could increase the cost of the project further.

Request for Transfer of Contingency Funds
In the 2006 adopted budget, the council approved $9.2 million to fund the construction contract for the treatment plant.  The adopted budget also included $500,000 in appropriation authority for non-construction contract costs such as engineering, permitting and other support from Wastewater Treatment Division staff.

In the beginning of 2006, the WTD determined that the level of expenditure in 2005 ($335,000) on non-construction contract expenses was greater than anticipated, leaving only $8.7 million in adopted appropriation.  Once the adopted non-construction contract expenditures planned for 2006 ($500,000) are subtracted from the appropriation adopted for 2006, only $8.2 million of appropriation authority remains.
After adoption of the 2006 budget, the Washington Department of Ecology issued its approval of the Facility Plan and in January 2006, hydraulic experts issued a report raising the 100-year floodplain (in part due to the impact of construction of the plant).  

Prior to issuing a request for bids in spring of 2006, the WTD engineer’s estimate for the construction contract was revised to $12.9 million.  WTD issued a request for bids on construction of the project.  WTD received five bids for the construction contract, with a high bid of $15.0 million and low bid of $11.8 million.  The low bid was lower than the updated engineer’s estimate.  However, it was $2.6 million more than the $9.2 million in the 2006 appropriation, and $3.6 million more than the $8.2 million remaining from the 2006 appropriation.  

The increased cost of the contract has been attributed to:

1. Publication of a new floodplain study that raised the level of the 100-year floodplain.  This new study requires the WTD to raise the elevation of the plant by filling the site. This adds $780,000 to the project cost. 
2. Process tanks were covered to address community concerns with odor and to provide protection against vandalism at this unattended and remotely operated facility. This adds $625,000 to the project cost. 
3. The size of the emergency generator was increased to provide full standby power over initial planning assumptions that assumed limited standby power for influent, liquids disinfection and discharge only, with no standby power provided for odor control or solids processing.  The amount of generator fuel stored on site increased due to the remote location of the facility.  The frequency of power outages in the area required additional standby power to prevent spills.  Transport of fuel to the project site can be interrupted during frequent flooding events in the Snoqualmie Valley, making increased fuel storage capacity on site necessary. This adds $770,000 to the project cost. 
· There were significant increases in the cost of construction materials such as concrete, steel, PVC pipe, and copper wire. Additionally, contractor mark-ups have increased significantly since the planning estimates due to greater risk due to rising commodity prices and with the upturn in the construction industry. This adds $386,107 to the project cost. 

The current request for the transfer of contingency funds would cover the construction contract, allowing the Executive to sign the contract, but there will be additional appropriations sought for this project in the 2007 budget transmittal.  The WTD will be completing evaluation of an alternative discharge system that would discharge treated wastewater either into a wetland area or an upland groundwater recharge area rather than directly into the Snoqualmie River.  The current construction contract includes evaluation of alternatives for discharge of treated wastewater, but may not cover the cost of constructing the outfall.  The Council can expect an appropriation request for this project in the 2007 proposed budget to cover the cost of the evaluation of alternatives and to cover a change order or a new contract for construction of the alternative discharge system.
INVITED:
· Christie True, Manager, Major CIP Section, Wastewater Treatment Division, Department of Natural Resources and Parks

· Tim Aratani Manager, Finance and Administrative Services, Wastewater Treatment Division, Department of Natural Resources and Parks
· Tom Lienesch, Economist, Wastewater Treatment Division, Department of Natural Resources and Parks
ATTACHMENT:
1. Executive Letter to Councilmember Bob Ferguson and Councilmember Dow Constantine 
dated June 23, 2006.
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