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SUBJECT:   A MOTION approving the wastewater treatment division’s planning process to determine if, how, when, where and by what funding mechanisms over the next thirty years King County’s existing reclaimed water program should expand.
ACTION TAKEN:  At the December 2, 2009 meeting of the Regional Water Quality Committee, Councilmember Conlin’s pending amendment was withdrawn.  Instead, the members approved two substantive changes to the reclaimed water planning process (Attachment A to Proposed Motion 2009-0513) via an amendment offered by Councilmember Lambert.  Change one adds initiation of “regional discussion and gathering input for guiding principles for a reclaimed water financing plan” at Step 3; and a new Step 6 to “develop guiding principles for reclaimed water financing plan including but not limited to: cost allocation, cost recovery, and rate-setting structures for reclaimed water pricing” – with the Council approving the guiding principles prior to a financing plan being developed.  The amendment and the legislation, as amended, was given a unanimous “do pass” recommendation.
SUMMARY:   Proposed Motion 2009-0513 approves the Wastewater Treatment Division’s (WTD) planning process to determine if King County’s existing reclaimed water program should be expanded and if so, how, when, where, and by what funding mechanism.  The outline of the planning process is provided as Attachment A to the proposed motion and is entitled “Overview of Planning Process; dated July 22, 2009.   The planning process is depicted in a graphic showing the milestones and proposed schedule.  The graphic also summarizes decisions to be made at various milestones and identifies the decision maker(s). 
The planning process was developed based on comments received from representatives of Tribes, the Metropolitan Water Pollution Abatement Advisory Committee (MWPAAC), cities, water and sewer districts, environmental groups, business associations, civic groups, and regulatory agencies.  Input from these groups was solicited through more than 30 individual meetings that the Wastewater Treatment Division (WTD) held from July 2008 through April 2009, and a regional workshop in October 2008.  

The Executive’s transmittal letter notes that the proposed process is intended and designed to be open and transparent and to engage a broad range of interested parties and individuals.  It is a dynamic and flexible process, involving check-in points to assess next steps based on results of previous steps and includes four decision points for King County Council review and approval.
The planning process is designed to seek council review and action at the following decision points:

· Approval of planning process (Step 1).  The planning process is outlined in the attachment to the proposed motion.  Based on information gathered in the first six steps, the process could result in either development of a final reclaimed water comprehensive plan or amendments to RWSP reclaimed water policies to ensure they are consistent and up-to-date with the existing program.  The planning process provides opportunities for interested parties and individuals to be involved in each step of the process.  

· Approval of the evaluation criteria (Step 1).  Evaluation criteria will be used to help determine if potential reclaimed water uses and the strategies that serve them address the reclaimed water planning drivers described in the Purpose and Need Statement (Attachment 3).  The criteria will be evaluated equally and will be applied consistently and uniformly.  After they are applied to uses and strategies, the criteria will also guide the development of more detailed evaluation questions for conducting engineering, economic, and environmental analyses.  The results of these analyses will be used to develop recommendations on if, how, when, and where the county’s reclaimed water program should expand.  The executive expects to transmit a proposed motion to approve evaluation criteria following Council action on the planning process.

· Approval of reclaimed water strategies to serve potential uses to move forward with detailed engineering, economic, and environmental analysis (Step 3).  Data is being collected on potential uses for reclaimed water.  WTD will develop and conduct preliminary analysis on conceptual reclaimed water strategies to serve potential reclaimed water uses.  A recommendation, based on the results of this preliminary analysis and input from interested parties, will be forwarded to the Council in first/second quarter 2010.  After the reclaimed water strategies are approved, WTD will proceed with assigning benefits and costs to selected reclaimed water strategies and conduct detailed engineering, economic, and environmental analyses.  If the next Executive determines that there is no need to expand the system based on this analysis, then WTD will carry out work related to updating and developing amendments to RWSP water reuse policies and will not proceed with the steps to develop a draft reclaimed water comprehensive plan. If the next Executive determines that the analysis shows a need for potential expansion of the system – the next step will be development of a reclaimed water comprehensive plan.
· Review of a Reclaimed Water Comprehensive Plan including financing, program, policy recommendations or decision on proposed amendments to RWSP water reuse policies (Step 9).  If earlier decisions lead to development of a reclaimed water comprehensive plan, a recommended Reclaimed Water Comprehensive Plan that includes financing, program, and policy recommendations will be transmitted by ordinance to the council for review and action.  I expect the transmittal of the recommended plan would occur in summer 2011.

If earlier decisions lead to only developing amendments to RWSP water reuse policies, recommended policy amendments will be transmitted by motion to the council for review and approval.  If this is the case, the transmittal of recommended policy amendments would occur by the end of 2010. 

 More details on the drivers for conducting this planning process are included in the “Reclaimed Water Comprehensive Plan - Purpose and Need Statement” (Attachment 3) that was enclosed with Executive’s transmittal letter for Proposed Motion 2009-0513.   Various stakeholders involved in the comprehensive planning process have sent letters commenting on the proposed process to move forward (Attachment 4).

Committee review and action:
At the September Regional Water Quality Committee (RWQC) meeting, Executive staff briefed the committee on the proposed process, tasks and decision points that are outlined in Attachment A to Proposed Motion 2009-0513.  Suburban caucus members requested time to consider the legislation and consultation with their Public Issues Committee prior to taking action. 
In a related matter, the Regional Water Quality Committee’s Financial Policies Work Group (FPWG) – provided feed back to the RWQC that its scope of work should include an investigation of some financial aspects of reclaimed water – particularly the pricing policies for water produced from the current/existing and future system.  It is anticipated that the FPWG could provide input and high level or over-arching policy options or recommendations, in consultation with the RWQC, in the course of the planning process or as interim policy to provide guidance on reclaimed water pricing for the existing system and future system.  This assignment was added to the FPWG work plan at the September meeting of the RWQC.

At the November RWQC meeting, a Councilmember Peloza placed the motion before the committee with a “do pass” recommendation.  Councilmember Conlin proposed an amendment to Attachment A that added an element to “Step 1” of the reclaimed water planning process:   

· Development of reclaimed water financial policies that would be brought for approval to the Council at the same time as the evaluation criteria
Following discussion and questions, the committee tabled action on the legislation and requested that staff provide analysis on the impact of the proposed Conlin amendment on the proposed reclaimed water planning process. 
Analysis of proposed amendment to Proposed Motion 2009-0513
Following is a brief analysis of two primary issues or questions associated with the proposed amendment:

· When does WTD plan to update financial policies during the proposed planning process?

· What is the impact of the proposed amendment on the current planning process and schedule?

1.  When does WTD plan to update financial policies during the proposed planning process?

WTD plans to develop financial policies in Step 6 of the planning process – after completion of the data gathering and analytical steps of the planning process.  Step 6 is scheduled to be completed in the third quarter of 2010.  Review and approval of financial policies will involve the Executive and the County Council and are scheduled to occur in 2011.  WTD’s planned timing for developing financial policies allows them to be based on information developed during the planning process that answers questions about the possible scale and function of an expanded reclaimed water system, the costs and benefits of reclaimed water production and use, as well as who might benefit.  

As reference, the steps and associated major work products for the reclaimed water planning process are as follows:

	Plan Step
	Major Work Products

	1: Getting Started
	· Drivers for Plan

· Evaluation Criteria for Planning Process

	2: Collect Data


	· Identified Potential Reclaimed Water Uses

· Identified Potential Costs and Benefits of Reclaimed Water Uses

	3: Develop

Strategies for Producing

and Delivering

Reclaimed Water


	· Conceptual Reclaimed Water Strategies

· Preliminary Analysis of Reclaimed Water Strategies

	4: Assign Benefits

and Costs to Selected

Reclaimed Water Strategies

and Conduct Analysis
	· Completed Engineering Analysis

· Completed Economic Analysis

	5: Identification of Alternatives

to Reclaimed Water that May Achieve

Similar Benefits
	· Alternatives to Reclaimed Water that May Achieve Similar Benefits

· A Framework for Consideration of Alternatives to Reclaimed Water During Plan Development or Plan Implementation

	6: Develop

Recommendations

to be Included in

Plan
	· Financing Plan – including discussion of issues related to reclaimed water and financing options
· RWSP Policy Recommendations – including financing policies

· Reclaimed Water Plan Recommendations – including recommendations for financing the reclaimed water program 

	7 – 9 Develop Reclaimed Water Comprehensive Plan or Develop Only Revisions To Existing RWSP Policies
	· Draft and final comprehensive plan

-or-

· Draft and final revised RWSP reclaimed water policies


Committee staff assumes the financial policies would take into account the possible breadth of users and beneficiaries and financing strategies that align with those – that can only be known at the completion of at least Steps 4 and 5.   See Chapter 5 of WTD’s Reclaimed Water Feasibility Study, March 2008 for a preliminary review a range of options used by other agencies to address the complex issues related to funding reclaimed water programs in addition to distribution costs and revenues.
2. What is the impact of the proposed amendment on the current planning process and schedule?

The proposed amendment requires the development of financial policies during Step 1 of the planning process and requires that the policies are submitted to the Council for review and approval prior to moving forward with additional steps in the planning process.   It appears the intent of the amendment is to have a comprehensive set of reclaimed water financial policies completed prior to Step 2.  
Implementation of the proposed amendment is problematic for two reasons.   First, as noted above, the financial policies should, if not need, to be based on information related to the scale and function of the reclaimed water program that is contemplated.  To develop financial policies as an initial step in the planning process would require developing financial policies in a vacuum – or at least based on very limited information during Step 1, and then would require doing it all over again at Step 6.  
The second problem is a staffing/resource logistics conflict.  During the first six months of 2010 King County WTD Finance staff are scheduled to complete work on the 2011 rate proposal and work closely with the RWQC Financial Policies Work Group, which is focused on the capacity charge as their top priority.  WTD Finance staff expertise will be needed as the reclaimed water financial policies are developed.  Under the current planning process they are scheduled to participate in development of the Financial Plan for Reclaimed Water in the latter half of 2010.  If financial policies must be done at Step 1, WTD staff will not be able to start work on them until the 3rd quarter of 2010.  Therefore (and ironically), the proposed amendment would not only result in slowing down the planning process and adding to its cost, but also result in delivering financial policies later than the currently proposed schedule.
The impact of the proposed amendment is therefore two-fold:

· Development of financial policies prior to knowing the potential range of uses, users and beneficiaries and financing options for different uses – would be based on limited information (or only based on the existing system?) – and would need to be repeated when the strategies and other information is known at Step 6.
· WTD financial staff expected to help with this effort will not be available in the first two quarters of 2010; thereby delaying or slowing down work on financial policies and therefore delaying progress on the entire plan – since the planning process could not advance to Step 2 and beyond until completing Step 1.
Other considerations/factors:

Comments during the review of Proposed Motion 2009-0513 (and Proposed Motion 2009-0370) have implied that there are no financial policies regarding reclaimed water.   Committee members have expressed concerns that there might be plans and commitments made for distribution and sale of reclaimed water – before the planning process leads to discussion and adoption of additional financial policies.
Committee staff would note that there is a significant reclaimed water financial policy that constrains any additional projects at this time:   

WRP-5:  King County shall implement nonpotable projects on a case-by-case basis.  To evaluate nonpotable projects, King County shall develop criteria which will include, but are not limited to:  capital, operation and maintenance costs; cost recovery; potential and proposed uses; rate and capacity charge impacts; environmental benefits; fisheries habitat maintenance and enhancement potential; community and social benefits and impacts; public education opportunities; risk and liability; demonstration of new technologies; and enhancing economic development.  A detailed financial analysis of the overall costs and benefits of a water reuse project shall include cost estimates for the capital and operations associated with a project, the anticipated or existing contracts for purchases of reused water, including agricultural and other potential uses, anticipated costs for potable water when the project becomes operational; and estimates regarding recovery of capital costs from new reused water customers versus costs to be assumed by existing ratepayers and new customers paying the capacity charge.  Water reuse projects that require major capital funding shall be reviewed by RWQC and approved by the council.

King County’s 2010 budget does not include any capital funding for expansion of the reclaimed water system or the distribution system for “backbone project”.   In addition, the Council also reduced capital funding for the “Future Water Reuse Program” – effectively reducing staff, marketing and outreach related to this program.
BACKGROUND: Mandates and reason to pursue reclaimed water planning now  

As noted in Section 2 of the Purpose and Need Statement - comprehensive wastewater planning is required under the state’s Growth Management Act to ensure facilities and services necessary to sustain urban growth are in place when needed.  But more specifically, WTD is responsible for developing and implementing plans to provide sufficient wastewater treatment capacity and a system to meet the projected growth to meet local, state and federal policies and laws.  Under Chapter 90.48 RCW, WTD is required to develop wastewater plans that consider reclaimed water.

Washington State laws and rules, King County policies, and Puget Sound Regional Council recommendations call for examination of the use of reclaimed water in King County’s wastewater planning. In addition, there is a desire in the region to evaluate needs and uses for reclaimed water and to create a vision for beneficial use of this resource that allows for efficient operation of the regional wastewater system (Reclaimed Water Technical Committee, 2007). 

Washington State laws encourage the development and use of reclaimed water, require consideration of reclaimed water in wastewater planning, and recognize the importance of reclaimed water as a strategy for water resource management statewide (Chapters 90.46, 90.48, and 90.82 RCW). In 2007, through amendments to the Reclaimed Water Act (Chapter 90.46 RCW), the state legislature reaffirmed the state’s commitment to reclaimed water and recognized the importance of the benefits of its use, including the following: 

· Consistent, reliable water supply as Washington faces climate change challenges 

· Reduced discharge of treated wastewater into Puget Sound 

· More water in rivers and streams for salmon recovery 

State law (RCW 90.48.112) requires wastewater planning to include consideration of opportunities to use reclaimed water. Rules adopted by Ecology (WAC 173-240-60) require wastewater planning documents to evaluate alternative ways of providing wastewater services. 

The King County Comprehensive Plan, updated in October 2008, notes the important role that reclaimed water can play in protecting and conserving the quality and quantity of groundwater and salmon habitats. In addition, the RWSP calls for the county to actively pursue the use of reclaimed water to help preserve water supplies in the region, enhance or maintain fish runs, and preserve environmental and aesthetic values. RWSP reclaimed water policies (1) encourage the county to work with local water purveyors to evaluate opportunities to use reclaimed water in their service areas and (2) encourage the county to explore ways to increase the use of reclaimed water at its existing and future wastewater treatment facilities. RWSP conveyance policies call for integrating reclaimed water planning into conveyance planning and evaluating whether reclaimed water facilities could meet identified conveyance needs. These policies continue to provide important guidance to the existing program. However, they need to be updated to reflect current and future conditions and to address financing, pricing, and other policy-related issues that have emerged as the county’s existing reclaimed water program has developed over the last decade. 

The Puget Sound Regional Council’s Vision 2040 recognizes the use of reclaimed water for irrigation and groundwater recharge as a way to improve ecosystem conditions and calls for the increased use of reclaimed water to reduce wastewater generation and ensure water availability. 

The Reclaimed Water Comprehensive Plan will consider the role of reclaimed water as a wastewater management tool and a water resource for the region as part of the operation of the wastewater system over the next 30 years. The plan will examine if, how, when, where, and by what funding mechanisms to expand WTD’s current reclaimed water program. It will take a proactive look at the whole wastewater system under possible future scenarios, seeking ways to optimize existing facilities, coordinate and integrate with other plans and projects, and solicit and integrate input from interested parties.
WTD is preparing a Reclaimed Water Comprehensive Plan now to meet planning mandates and as a part of its ongoing examination of alternatives for meeting future regulations, responding to changing conditions, and fulfilling its mission and vision. 

The county expects that population in the region will continue to grow and that water quality regulations may become more stringent. In addition, the public is steadily becoming more attuned to water quality and other environmental issues. These types of changes may require shifts in the way WTD does its business. For example, starting in the 1970s in response to changing regulations and mandates, the county found cost-effective, beneficial alternatives to disposing of biosolids in Puget Sound. A shift in water quality regulations and/or mandates could require the county to find beneficial alternatives to disposing of effluent. WTD’s constituents—ratepayers, local agencies, and others—rely on WTD to plan for and adapt to changes and to continually find ways to improve the efficiency of its operations. 

Because it takes approximately 10 years to plan, design, and construct wastewater treatment facilities, reclaimed water should be examined in a comprehensive manner now in order to (1) identify potential reclaimed water uses, (2) evaluate the role that reclaimed water may have in meeting future needs so that wastewater facility decisions do not foreclose opportunities to implement reclaimed water projects, and (3) avoid costly retrofits to the planned conveyance and treatment capacity improvements should conditions and regulations change. In addition, early planning can help others in the region, including local water and wastewater agencies, better understand the array of options available to meet future water management needs. 

