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April 14, 2014


The Honorable Larry Phillips
Chair, King County Council
Room 1200
C O U R T H O U S E

Dear Councilmember Phillips:

This letter transmits an ordinance to set the 2015 monthly wholesale sewer rate and capacity charge to ensure that the King County Wastewater Treatment Division can continue to effectively protect regional water quality.

The proposed monthly sewer rate is $42.03 through 2016, representing an increase of 5.6 percent over the current rate. This is $0.62 lower than last year’s projected increase. The proposal for the monthly capacity charge is $57.00, an increase of three percent over the current capacity charge. The contracts with our component sewer agencies require the King County Council to adopt the 2015 sewer rate by June 30, 2014. The legislation will protect the financial health of our clean-water utility.

The rate proposal aligns with the environmental and financial stewardship goals of King County’s Strategic Plan. The proposal provides funding for infrastructure that is crucial for continued protection of our region’s water quality, public health, and economic development. In addition, the rate will help preserve the Wastewater Treatment Division’s (WTD) excellent credit ratings of Aa2 by Moody’s and AA+ by Standard and Poor’s.

This proposal reflects prudent financial management and was developed pursuant to the County’s adopted financial policies for the wastewater utility that are included in King County Code 28.86.160. The recommendations of the Metropolitan Water Pollution Abatement Advisory Committee (MWPAAC) were also considered in the proposal. This advisory committee includes representatives of the 34 customer agencies that contract with the County for wastewater treatment services. 



The rate proposal reflects the following objectives of the King County Strategic Plan: 

· [bookmark: _GoBack]Financial Stewardship - efficiencies and continuous improvement. The Wastewater Treatment Division continues to enhance efficiency and maximize its investments. This ongoing commitment to identifying and implementing capital and operating efficiencies not only minimizes our rate increases, but also enables the proposed rate to remain in effect for two years. WTD has achieved over $430,000 in direct savings through the employee-initiated and driven “Bright Ideas” program, which encourages creative problem solving throughout the organization and uses employees’ ideas to identify and implement new efficiencies and revenue enhancements. For example, in some areas wireless flow meters have replaced manual data collection, and additional grinders at West Point have improved the quality of biosolids and will save over $125,000 annually. In addition, recent emphasis on carbon and energy investments has saved the utility $45,000 in 2014 already. These “best government” practices have reduced our wastewater annual rate increase by over 1 percent, and will continue to provide financial benefits to our ratepayers in future sewer rate periods.

· Confronting Climate Change - energy conservation and carbon neutrality. With energy conservation efforts focused on both capital and operational improvements and efficiencies, WTD will continue to examine and optimize all areas of the wastewater treatment process, ensuring it does an effective and efficient job of protecting the region's environment. WTD's energy conservation and sustainability efforts allow it to be better positioned to achieve its goal of carbon neutrality. In addition, WTD will continue to address climate change by preparing facilities for potential impacts, such as assessing predicted flooding risks and developing design and asset management guidelines to maximize system flexibility in managing highly variable storm conditions. 

· Building Infrastructure – protecting our health and environment and creating jobs. In implementing of the Combined Sewer Overflow (CSO) Program, WTD will add 13 new facilities through 2030. This proposal will enable the program to be implemented and meet all state and federal regulations. Overall, WTD’s capital program provides almost 1300 jobs in our local economy and will continue to be an important player in regional job creation and sustainability. Together with activities under the Equity and Social Justice Initiative, WTD is providing increased access to communication, education, and job opportunities for our diverse communities.

· Being Prepared - resiliency and recovery. This proposal includes $0.03 on the rate for operating funds to assess WTD’s ability to respond to and recover from natural disasters and for capital funds for projects aimed at enhancing our facilities’ structural integrity. This investment will enable expedited recovery and add value to our ratepayers in any disaster situation.

I have enclosed a letter from MWPAAC regarding the current rate proposal. I appreciate their comments. I have directed WTD to work with MWPAAC to further discuss and address their concerns. 

On December 3, 2012, Ordinance 17480 removed the monthly reporting requirement for Brightwater from K.C.C. 28.86.165. To be consistent with this adopted code change, 
Section 1 of the ordinance deletes K.C.C. 4A.670.100 D. which states “The executive shall provide monthly costs reports to the council on Brightwater as outlined in K.C.C.28.86.165.”

I have also enclosed an issue paper that includes a discussion of critical forecasting parameters, assumptions, and policy options as required by Financial Policy-16. Financing for WTD’s capital program continues to follow the guidance outlined in Financial Policy-13. A detailed financial forecast for the wastewater utility for the period 2013-2020 is attached to the ordinance. 

If you have any questions, please feel free to contact Pam Elardo, P.E., Division Director of the Wastewater Treatment Division in the Department of Natural Resources and Parks, at 206-477-4530, or pam.elardo@kingcounty.gov.

Sincerely,




Dow Constantine
King County Executive
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