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SUBJECT
An ordinance authorizing the Executive to enter into an agreement amending the sewage disposal agreement with the City of Kirkland. 

SUMMARY 
Proposed Ordinance 2014-0249 (Attachment 1) would authorize the Executive to sign an agreement that amends the sewage disposal agreement with the City of Kirkland. 

The amendments the Executive proposes to sewage disposal agreement with the City of Kirkland align with other sewage disposal agreements the County has entered into with other local service providers since 2006.  The proposed modifications to the Kirkland Agreement would:
· Extend the termination date of the agreement to July 1, 2056;

· Allow sewer rate increases outside the regular yearly process for emergency situations (when all other component agencies agree to this also); and 

· Require Kirkland (as with other 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 entities representing in total not less than 90 percent of the ratepayer base.

· Memorialize in the agreement the King County Council’s adopted policy for the sewage treatment capacity charge to be set at a level that, when combined with the monthly sewer rate paid by new customers, will ensure that new customers pay 95 percent of the cost of the facilities necessary to serve them.

In addition, the Kirkland Agreement, as proposed by the Executive provides a number of specific ‘projects’ to be accomplished in collaboration with Kirkland’s public works department.   These provisions include addressing the following:
· Permanent Back-up Power at Yarrow Bay

· Use of Additives to Reduce Fats, Oils and Grease (FOG)

· Zero Discharge On-Site Wastewater Treatment Systems

· Odor Control at WTD’s York Pump Station Discharge

· Studying the Stormwater Outfall at Third Street and Central Way

· Exploring providing recycled water to the City of Kirkland

BACKGROUND  

King County provides wastewater conveyance and treatment for 34 local sewer agencies, 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 (also referred to as component 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 component agencies 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 Metro's merger with the County.  The existing ‘Basic Agreement’ with Kirkland and subsequent amendments is attached to this staff report for reference purposes (Attachment 2).
In 2006 the King County Council passed Ordinance 15666 (Attachment 6) directing the Executive to seek extensions to sewage agreements with all component agencies and provided direction regarding the other terms of amendments to the existing agreements. 

PROPOSED AMENDMENTS TO THE SEWAGE DISPOSAL AGREEMENT

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

1. Improve the financial well-being of the wastewater utility and minimize the sewer rate impacts of future borrowing; and 

2. Provide the utility with flexibility to deal with financial emergencies. 

All of the amendments, with the exception of the special provisions for Kirkland and King County to cooperate on a series of local projects, are changes to the contract terms that the Council approved with the 2006 adoption of Ordinance 15666. 

1. Extend termination date of agreements.  The Executive proposes to extend the County’s sewer disposal agreement from the current termination date in 2036 to July 1, 2056.  It allows 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.    

2. Authorize emergency sewer rates.  Under the current 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. 

This amendment permits sewer rate increases outside the regular yearly process for emergency situations.  The amended Kirkland Agreement would allow an additional charge but only after the Executive declares, and the Council by a supermajority vote (two thirds of members) finds, that an emergency exists which results in the inability to adequately maintain the system and meet the debt requirements or debt policies, without such additional charge.  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.

The amendment is only in effect if ALL of the component agencies that have agreements with King County agree to this change to their current agreements.
3. Require Alderwood to agree to potential future amendments.  Under the current sewage disposal agreements with all component agencies, any amendments concerning (1) distribution of the wastewater utility’s costs and (2) development and collection of the sewer rate require unanimous agreement by all local participating agencies.  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 bind Kirkland to future amendments on these two issues, 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. Inclusion of the capacity charge objective.  The component agencies requested several years ago that the principle of "growth pays for 95 percent of growth" be memorialized in the basic agreements.  The County Council concurred with these modifications and authorized the Executive to execute amendments to the basic agreements that incorporate the modified provisions as well as memorializes the "growth pays for 95 percent of growth" principle based on policy in the Regional Wastewater Services Plan.
5. Special provisions for Kirkland.  Kirkland worked with WTD staff to identify a number of local concerns regarding wastewater treatment services in Kirkland service boundaries.  These are largely cooperative ‘projects’ between King County and Kirkland that will be pursued in the next couple of years.   The only one with a fiscal impact relates to the purchase of an existing back-up generator that is currently operating as a part of 520 Bridge project.  The following is a brief summary of the proposed special provisions.
Section 1.  Permanent Back-up Power at Yarrow Bay
A generator has been temporarily installed at the County’s Yarrow Bay Pump Station to provide a back-up power source should the electrical feeds from two separate substations fail. This generator was installed by the Washington State Department of Transportation (“WSDOT”) to comply with the City’s permit requirements for WSDOT’s SR 520 bridge construction project.
Prior to completion of the SR 520 project, the County has agreed to purchase the generator from WSDOT (or a similar generator) that will remain on-site as a back-up power source. The City will assist with its internal permitting to avoid delays through the permit system. The City will also assist the County with any necessary communications efforts to the surrounding community regarding retention of the generator on-site.
Section 2.  Use of Additives to Reduce Fats, Oils and Grease (FOG)
Sewer agencies across the country are exploring the use of chemical, enzyme, or bacterial substances to break up FOG as it enters sewer lines. Concerns
 have been raised regarding the impact of additives to sewer pipes or wastewater treatment plant operations.  
WTD has agreed to work with Kirkland city staff to explore a possible pilot project for the use of additives or other FOG removing technologies in the city’s sewer system, provided the County has the opportunity to review the proposed technology prior to its use and the technology complies with all applicable rules and regulations. 
Section 3.  Zero Discharge On-Site Wastewater Treatment Systems
King County strives for energy efficiency in its operations and incorporates sustainable features in many of its facilities, while also staying abreast of technology developments and trends related to its industry. Improving technologies are emerging for on-site wastewater treatment systems that are designed to not discharge into the sanitary sewer system
. On-site systems are part of a wide range of opportunities in sustainable building technologies systems or fixtures that do not present a human or environmental health risk. 
WTD has agreed to explore the impact of emerging technologies on the regional sewer system. This may result in establishing new policies including, but not limited to, protecting the County system if these new technologies overflow into the conveyance system along with charges to the customer if outfalls are activated and used. 
Section 4.  Odor Control at WTD’s York Pump Station Discharge

King County continues to assess its odor control efforts at its York Pump Station
 in Kirkland, utilizing the County’s odor control task force and operations and maintenance at that location. The County commits to changing odor control filter medium on a regular cycle and will alert the Kirkland’s Public Works Operations staff when the medium has been changed out. 
Section 5.  Stormwater Outfall at Third Street and Central Way

Kirkland and King County agree to coordinate, including a cost share of 50 percent, for the inspection (not to exceed total cost of $5,000) of the City’s 72-inch stormwater outfall that is located near Third Street and Central Way. Kirkland will lead the effort to complete inspection of the outfall. WTD’s cost share for the inspection will not exceed $2,500. 
The County will coordinate a bathymetry study (study of the underwater depth of the lake) for the lake area beyond the current outfall location. Kirkland will provide all existing information it has on file to date. The County’s contribution to this study will not exceed $25,000. The results of the study will be reviewed with Kirkland’s Public Works Director to determine if further action is needed. 
WTD recently upgraded the downtown pump station in the City of Kirkland with significant improvements to the wet well and pump systems. If an overflow occurs at the pump station within the first two years of full operation, the King County agrees to fully address any environmental impacts to the area and will commit to repair the system problem as soon as practicable. Kirkland and King County commit to further discussions on solutions to this system if overflows impact the public swimming beach. 
Section 6.  Exploration of providing recycled water to the City of Kirkland

Kirkland has expressed a desire to explore the use of non-potable recycled water as the Cross Kirkland Corridor is developed.  The County agrees to meet and partner with the Kirkland to explore this sustainable practice and work together to seek any grants that further the goal of increasing use of recycled water and moving forward with feasible projects.

Process for Sewage Agreement Amendments:  The Kirkland City Council and Mayor had their staff and attorneys negotiating this agreement over the past year.  On May 6, 2014, Kirkland City Council passed Resolution R-5048 (Attachment 5)
 authorizing the City Manager to enter into a new agreement as described above.   
ANALYSIS
The 2014 Amendment to the Kirkland Agreement provides a beneficial extension of the terms of the sewage disposal agreement with one of the larger component agencies contracting for services with King County.  In addition, it secures amendments to certain specific conditions of the sewage disposal agreement that have been secured with other agencies and have been recommended/directed since 2006 (Ordinance 15666) for inclusion in all future agreements or amendments to existing agreements for service.  

With the inclusion of the specific terms addressing Kirkland’s proposed projects – this agreement will provide some opportunities for additional collaboration and cooperation between King County and Kirkland wastewater utilities that could possibly benefit other ratepayers as well.  Specifically the pilot regarding fats, oils and greases and additional uses of recycled (reclaimed) water could be beneficial to other agencies and WTD.  The remainder of the special provisions seem reasonable including the investment in another backup generator to maintain electrical power at a critical Kirkland pump station seems a prudent and cost-effective.   This purchase will have a miniscule fiscal impact to WTD’s capital program and will provide needed redundancy for the pump station.  
ATTACHMENTS

1. Proposed Ordinance 2014-0249, including Attachment A

2. Existing ‘Basic Agreement’ between Metro/King County and City of Kirkland

3. Transmittal Letter for PO 2014-0249
4. Fiscal Note for PO 2014-0249
5. City of Kirkland’s Resolution R-5048 authorizing  new agreement
6. Ordinance 15666
� Some emulsifying agents may cause other collection system or treatment plant problems down the line.


� These buildings may still require a connection to the local sewer to meet local public health standards and code provisions.


� Located near the intersection of 120th Avenue NE and NE 116th Street


� Proposed Ordinance 2014-0249 states in the preamble and in the body of the ordinance that Kirkland ”has agreed in principle to the County’s proposed extension and amendments”  - but in fact, with the City Council’s passage of Kirkland Resolution R-5408 – it essentially approved the extension and amendment.
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