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Metropolitan King County Council

Utilities Committee

STAFF REPORT

	Agenda Item:
	
	Name:
	Megan Smith

	Proposed No.:
	2003-0019
	Date:
	February 25, 2003

	Attending:
	Bob Hirsch, Government Relations Administrator, Wastewater Treatment Division


SUBJECT:  An ORDINANCE authorizing the executive to enter into an agreement with the city of Carnation for disposal of sewage. 

BACKGROUND:  

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. The estimated cost for construction of wastewater treatment facilities to serve the city is $10.6 million. 

Wastewater treatment is currently handled by on-site septic systems. The city is one of only two incorporated jurisdictions in King County (the other being the Town of Skykomish) not served by sewers.  Many of the existing lots in the City of Carnation do not meet current minimum lot sizes for on-site septic systems. As a result, it is difficult for landowners to rebuild after a fire (this has been particular problem for businesses in the downtown core) or to fix a failing on-site system.  

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.  WTD completed its review in September 2001, and the city and county negotiated a draft agreement for provision of wastewater treatment service by King County.  

Two legislative actions are required to enable the county to provide wastewater treatment services to the county: 

1. Approval of an ordinance amending the Comprehensive Water Pollution Abatement Plan to add the City of Carnation to the Wastewater Treatment Service Area (Ordinance 2002-0391 was approved by the County Council on September 30, 2003).

2. Approval of an ordinance authorizing the Executive to enter into an agreement with the city to provide for treatment and disposal of sewage (Ordinance 2003-0019 would provide this authorization). The City of Carnation approved the agreement in July of 2002.
KEY PROVISIONS OF THE KING COUNTY/CITY OF CARNATION AGREEMENT FOR SEWAGE DISPOSAL
The basic structure of the agreement (please see attachment 2) is modeled after existing agreements with component sewer agencies, and tailored to address the particular circumstances associated with constructing satellite treatment facilities. 

County Responsibilities 

· Constructing and operating facilities to dispose of sewage.

· Constructing any conveyance facilities located outside the city limits.

· Financing construction of the sewage treatment facilities.

· Attempting to secure grants and low interest loans in order to minimize the costs of treatment facilities.

City Responsibilities

· Constructing local collection facilities for the delivery sewage to the sewage treatment facilities.
· Collecting and delivering sewage.

· Documenting the number of residential customers, number of customers billed, and total water consumption. 

· Obligating itself to pay its sewage disposal charge out of the gross revenues of the sewage system to the city. 

Rates and Charges to Customers in the City of Carnation

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 RWSP financial policy FP-12, which calls for a uniform sewer rate and capacity charge (please see attachment 5 for a summary of relevant county policies).  As in other areas of the Wastewater Treatment Service Area, Carnation customers will pay the capacity charge for 15 years after connection.   

The agreement provides for an additional “surcharge” to be paid by customers in Carnation to reflect the additional costs of constructing and operating a satellite treatment facility. The surcharge will initially be set at 65% of the annual sewer rate. Not less than one year and not more than 18 months after construction of the sewage treatment facilities, the county will review the original assumptions that formed the basis for the surcharge. The county shall lower the surcharge rate if it results in a disproportionate allocation of costs to the city. Once the surcharge is adjusted based on this review, it will be employed for the duration of the 35-year period over which the surcharge will be paid. After 35 years, and for the remainder of the 53 year agreement, Carnation will pay only the uniform county sewer rate and capacity charges applied to the county wastewater system as a whole (35 years reflects the length of a typical county wastewater bond issue). 

The RWSP financial policies do not provide specific direction on the calculation of a surcharge; however, the methodology for determining the surcharge is similar to that used to determine the surcharge rate for the Vashon Sewage Treatment Facilities. 

Customers will begin paying the sewer rate, capacity charge, and surcharge upon connection to the system.  

For illustrative purposes, if a Carnation resident were connecting this year, they would pay the following amounts each month for 2003: 

$17.60 monthly capacity charge 

$23.40 monthly sewer rate

$15.21 monthly surcharge (.65 x monthly sewer rate)

$56.21 + any charges by City of Carnation to support construction and operation of the local sewage collection system.

Timing

Under the terms of the agreement, King County agrees to make every reasonable effort to construct the treatment facilities in accordance with the following timeline:

· Completion of the final facility plan by March 2004

· Completion of 90% design by December 2004

· Execution of a construction contract by October 2005

Carnation agrees to make every reasonable effort to construct local sewage collection facilities in time to deliver sewage at the time that the new treatment facilities are ready to receive sewage. The WTD analysis of wastewater treatment alternatives in Carnation indicates that the city plans to phase construction of the local collection system. 

Type and Location of Sewage Treatment Facilities 

As noted above, King County is being contracted to provide for treatment and disposal of wastewater as part of the Metropolitan Sewerage System. Section 2 of the agreement provides that the county retains sole discretion to determine the nature, location, and timing of construction. The agreement notes that if the sewage treatment facilities are constructed outside the city limits, then the county would need to provide a written explanation of the siting decision, and be responsible for constructing portions of the conveyance system located outside the city limits. 

Reimbursement for Up-Front Costs

WTD is providing the up-front investment for design, permitting, and construction of the sewage treatment facilities. If the city terminates the agreement prior to construction of the sewage treatment facilities, the county would be reimbursed for all costs incurred by the county to plan, design and prepare for construction of the treatment facilities. The agreement does not provide for termination by the county. Section 4 allows the county to delay its award of a construction contract for the treatment facilities until the city awards a construction contract for local sewage facilities.  

Compliance with Endangered Species Act

The sewage treatment facilities could discharge directly to the Snoqualmie River in the vicinity of a known chinook salmon spawning area, and a presumed distribution area for bull trout. Both species are listed as “threatened” under the Endangered Species Act (ESA). The agreement acknowledges that “construction of these facilities may proceed only upon compliance with environmental and permit requirements.”  

ISSUES:

Timing of Customer Connections – Revenue Stream for Construction and Operation of Treatment Facilities 

The financial assumptions for the treatment facilities assume that King County WTD and the Wastewater system will recoup the costs for planning, design, construction, and operation of the new treatment facilities from the sewer rate, capacity charge, and surcharge revenues as Carnation customers connect to the sewage treatment facilities. The city is responsible for financing and constructing the sewage collection system that would allow for delivery of sewage to the treatment facilities. If the construction of the collection system is phased in small increments or significantly delayed, there is a danger that the initial revenue stream will not be adequate to support operation and debt service for the treatment facilities. Section 4 of the agreement states that King County has the option to delay the award of a construction contract for the treatment facilities until the city has awarded a contract for construction of the collection system.  The agreement does not outline criteria for determining the amount of progress that would be needed on construction of the local collection system to ensure that operation costs and debt service for the treatment facilities can be sustained. 
Siting of the Treatment Facilities – Flood Hazards 

The agreement leaves the ultimate siting decision at the county’s discretion. Siting will decisions need to take several factors into account, including land use, environmental regulations, natural hazards, and cost for construction of conveyance and treatment facilities. 

A portion of the potential site identified in project feasibility reports is within the 100-year floodplain as delineated on Federal Emergency Management Agency Flood Insurance Rate Maps. These maps are used as a basis for applying floodplain development regulations, including requirements for flood proofing and restrictions on siting critical facilities in the floodplain. WTD has developed a revised potential siting option that would place the building footprint for facilities outside the 100-year floodplain boundary. It should be noted that the remainder of the potential site has a flood zone classification that acknowledges some level of flood risk. WTD could pursue a variety of approaches for reducing flood hazards, including flood proofing, alternative siting, and development of emergency operation procedures during flood events.  The agreement does not specifically address flood hazard mitigation.  
ATTACHMENTS: 

1. Proposed Ordinance 2003-0019 without attachments

2. Ordinance 2003-0019 Attachment A: King County/City of Carnation Agreement for Sewage Disposal

3. Transmittal letter dated January 15, 2003

4. Fiscal note dated November 11, 2002

5. Summary of Relevant County Policies
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