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SUBJECT

A MOTION accepting a report by the wastewater treatment division in the department of natural resources and parks on the status of the work program related to reclaimed water, as required in the 2009 Budget Ordinance 16312, Section 105, Proviso P1.
SUMMARY:   
Proposed Motion 2009-0370 and an attached report were transmitted in response to a Council budget proviso asking for 1) the status of the work program related to reclaimed water and progress on the reclaimed water backbone project; 2) a status report on the division’s efforts to market and establish contracts for the sale of reclaimed water  produced at King County wastewater treatment facilities; and 3) analysis and development of preliminary rate structures and policies for the sale of reclaimed water from King County facilities.   

The report entitled “Report on the Status of the Reclaimed Water Work Program of the Wastewater Treatment Division, King County Department of Natural Resources and Parks” complies with the proviso directives – except it does not contain analysis and development of preliminary rate structures and policies for the sale of reclaimed water.  It does contain a discussion pricing strategies and current pricing of reclaimed water.  At the time the proviso was written, it was anticipated that work on the Reclaimed Water Comprehensive Plan might have progressed to a stage to have allowed some preliminary work in the area of rates and potential policies to be discussed with stakeholders.  However, at the time of the report submittal – progress on the reclaimed water planning effort had not progressed to financing or pricing discussions.    

In the intervening months – the reclaimed water planning process has advanced.  Input and work on the guiding principles for a financing plan for reclaimed water (including potential discussion of pricing policies for reclaimed water) is expected to begin in the first quarter of 2010.   More discussion of the report section regarding rates and policies is provided below under Regional Water Quality Committee Review and Analysis. 

Per the proviso’s request for information regarding the reclaimed water program – the report is divided into three sections (summarized below) to address each directive.  The first section of the report reviews the status of the work program related to reclaimed water.  The report divides the work program into four areas of responsibilities:

1) Existing reclaimed water program; 

2) Planning efforts related to reclaimed water (including a status update on construction of transmission line from the Brightwater Treatment Plant)

3) Reclaimed water research efforts; and

4) Permitting and regulatory compliance.   

The second section of the report provides a status report on the Wastewater Treatment Division’s efforts to market and establish contract for the sale of reclaimed water.  The report discusses two important components of ultimately establishing contracts for the sale of reclaimed water, beginning with public education and outreach followed by marketing.

The third section of the report discusses preliminary or really the existing rate structures for the sale of reclaimed water from King County facilities.  Options for rate setting in the future and financing policies for the sale of reclaimed water are expected to be fully developed as part of the Reclaimed Water Comprehensive Plan.  The report introduces some of the issues that will need to be addressed as the division gathers and vets the perspectives and input from stakeholders on pricing objectives.

Regional Water Quality Committee Review

The Regional Water Quality Committee (RWQC), was first briefed on the report by Wastewater Treatment Division (WTD) staff in July 2009.   Committee members noted their concerns regarding the lack of preliminary pricing policies for reclaimed water or a completed analysis of the on-going questions including how costs should be distributed among wastewater ratepayers and reclaimed water purchasers or beneficiaries.  

During the review of PM 2009-0370, the RWQC also considered PM 2009-0513 regarding the reclaimed water comprehensive planning process.   The RWQC amended the reclaimed water planning process to explicitly address guiding principles for financing any future reclaimed water projects, including discussion of pricing policies.  And, in the meantime, the RWQC amended PM 2009-0370 to simplify the legislation and title  to reflect that the Council  was accepting (vs. approving) a report on the status of the work program for the reclaimed water program – deleting reference to the other sections of the report.
ANALYSIS

I.  Status of the Work Program

Existing Reclaimed Water Program:  King County has been producing and distributing Class A reclaimed water for more than a decade, pre-dating the adoption of the Regional Wastewater Services Plan.  The existing reclaimed water program is responsible for permitting, construction, customer support, planning, and operation of reclaimed water facilities that currently exist and partial responsibility for facilities currently under construction as follows:

South Treatment Plant:  Reclaimed water is currently produced for use at the plant and by the City of Tukwila.  There is the capacity to produce about 1 million gallons per day (mgd) via use of a sand filter.  Typically produces 90 -100 million gallons annually with about 95 percent used at the treatment plant for process water and irrigation (saving rate payers $80-90,000 per year).  Another 5 - 6 million gallons per year are used off-site for irrigation of Fort Dent Park and city public works (street-sweeping, sewer flushing, etc.). Tukwila recently renewed their reclaimed water contract and added irrigation of Foster Golf Links in 2009 (a planned CIP project for years).  A small amount of reclaimed water is also used for a truck and haul program for irrigating a plant nursery – that also serves as a demonstration and youth education site.  An engineering assessment is underway to determine how to increase the operational reliability and efficiency of the sand filter.

West Point Treatment Plant:  Reclaimed water is currently produced and used on site in place of potable water for process water and irrigation.  The plant has the capacity to produce 700,000 gallons per day.  It currently produces approximately 170- 195 million gallons per year via a sand filter, similar to South Plant’s.  Using reclaimed water at the treatment plant is estimated to save ratepayers between $450 – 575,000 per year.  West Point has a larger cost savings in potable water costs that South Plant because West Point uses more than twice the amount of reclaimed water instead of potable water for treatment process because it employs different treatment processes and chemicals that require more water.

Carnation Treatment Plant:  All effluent at Carnation is treated to Class A reclaimed water standards via membrane bioreactor technology and disinfection.  The average annual design flow for the plant is .37 mgd (anticipated to be reached in 2030) with a maximum daily flow of .77 mgd.  Flow was at .1 mgd at startup in May 2008.  The plant is designed to discharge to the Snoqualmie River and to the Chinook Bend wetland enhancement project.  The plant was discharging to the river during 2008, but as of January 1, 2009 the reclaimed water permit took effect.  The plant began discharging to the wetland in March 2009.  The Nestle Company donated the Chinook Bend Wetland Enhancement project site.  It is be restored by King County’s Parks and Recreation Division to a forested wetland ecosystem which benefits from the addition of reclaimed water.  The wetland has been expanded from one to four acres and is fed by groundwater seeps, rainfall, and stormwater runoff in addition to the reclaimed water.  This wetland has an overflow that discharges to a day-lighted stream that eventually reaches the Snoqualmie River.

Brightwater Reclaimed Water System:  All effluent at the Brightwater Treatment Plant will be treated via membrane bioreactor technology – the reclaimed water will be treated to Class A standards with disinfection.   The Brightwater reclaimed water pipelines consist of west and south transmission lines that are commonly referred to as the “backbone”.  The west transmission line is a dedicated pipeline within the larger tunnels carrying effluent to the outfall.  The design of the system includes access portals between the treatment plant and the Ballinger Way Portal.  Additional infrastructure investments (assumed to be provided by local water purveyors) will be needed to distribute water from this transmission line.  Those investments are not expected until there is sufficient demand for reclaimed water in this east-west corridor.  The south transmission line is utilizing a former force main south through the Sammamish Valley with and extension from the York Pump Station to the Willow Run Golf Course.  Construction is underway for this project and expected to be nearly complete in June this year.    When the treatment plant is operational it will be able to transmit 7 mgd to the south.  The plant will have the ability to produce 21 mgd of reclaimed water when it reaches its treatment capacity of 36 mgd.

Studies and Planning Efforts:  In 2008 the Wastewater Treatment Division submitted a Reclaimed Water Feasibility Study that looked at a limited number of questions/issues as identified in a Regional Wastewater Services Plan policy (that had been updated in 2006).  This study provided a framework for discussion with stakeholders, water and wastewater utilities – but the County determined a broader Comprehensive Plan was needed to address outstanding questions about the future reclaimed water program and potential investments.

The purpose of the Reclaimed Water Comprehensive Plan is to determine if, how, when and where over the next 30 years King County’s existing reclaimed water program should expand.  This plan is needed now to help the county continue to effectively manage its wastewater utility into the future.

The division and its consultants began the planning process in July 2008 and were making progress interviewing stakeholders, developing preliminary documents and held an October 2008 meeting seeking input from a range of stakeholders on criteria for evaluating potential reclaimed water uses, etc.   However, these initial steps were met with on-going questions regarding the need for and the scope of the planning effort.  

In response, the Wastewater Treatment Division staff developed a “Purpose and Need Statement” which provides a much more thorough discussion of the drivers and conditions that have prompted the need for a Comprehensive Plan at this time.  It also clearly spells out what the plan will and will not do (i.e. it will address potential uses for reclaimed water now and over the next 30 years – it will not be a water supply plan or a specific plan for delivery of reclaimed water.)  

WTD staff have also prepared and reviewed a proposed process for completing the comprehensive plan with a range of stakeholders including Metropolitan Water Pollution Abatement Advisory Committee (MWPAAC), particularly its Engineering and Planning Subcommittee.  This is a very thorough, graphic document lays out steps, tasks and decision points.   Following RWQC review and amendment of PM 2009-0513, the Council approved the planning process and decision-making points in December, 2009.
In coordination with the development of the plan, Wastewater Treatment Division is working on local planning efforts related to reclaimed water, when requested.  For example, Covington Water District as part of its long-term water supply plan includes surface water from the City of Tacoma’s system, existing in-basin groundwater sources and well as water reclamation and reuse.  King County and Covington Water District signed a three-year Memorandum of Agreement to jointly fund and pursue a phased approach to explore opportunities for reclaimed water development in CWD’s service area.  In the meantime, Seattle Public Utilities (SPU) is conducting a feasibility study of potential reclaimed water uses south of the Brightwater Ballinger Portal on the west transmission line.  SPU will use the results of the study to help evaluate its level of interest in being a reclaimed water purveyor in Seattle.  This information is expected to be incorporated into the Comprehensive Plan.

Reclaimed Water Research:  Though reclaimed water has been used in many other parts of the country, its use is still relatively new and limited in the northwest.  King County recognizes the need to monitor national studies regarding reclaimed water use – but is also conducting local studies and research to reassure potential local users regarding the quality and safety for people and environment.  

In 2008 King County completed a study on health and safety issues associated with using reclaimed water to irrigate turf grass for local golf courses, business parks, and sports fields.  The results indicated that irrigation from the South plant sand filtered water results in health growth without salt buildup, significantly less need for fertilizer use, and no risk of exposure to pharmaceuticals and chemicals found in personal care products.  Last year WTD also initiated a two year study to look at plant growth response and human health safety associated with irrigating commercially grown ornamental plants and food crops with reclaimed water. Initial results from greenhouse trials demonstrate that commercially marketable and aesthetically pleasing crops can be grown with reclaimed water.  Washed and unwashed raw vegetables irrigated with reclaimed water were tested and met food safety standards for human consumption.  The second year of research will replicate the study under field conditions.

Reclaimed Water Permitting and Regulatory Compliance:  The Reclaimed Water Program must also obtain and maintain permits and permit compliance for each facility that sells and/or distributes reclaimed water off-site.  Reclaimed water permits run on a five year cycle similar to the NPDES operating permits.  Carnation’s permit, as noted above was issued in December 2008 and became effective on January 1, 2009.  South Treatment plant is in the process to renew its permit that is due to expire September 2009.  Preparation of the Brightwater permit has begun – although the application is not expected to be submitted until 2010.  West Point currently does not need a permit because reclaimed water is used only on-site.

II.  Efforts to Market and Establish Contracts for the Sale of Reclaimed Water 

WTD’s efforts to market reclaimed water is two-pronged.  The first involves efforts to educate the regional and potential users about the practicality and safety of reclaimed water.  They do this through public education outreach effort to inform and educate the general public about reclaimed water uses and benefits, but also provide education or assistance to specific existing or future customers and user groups.  Some of the public involvement tools include project signage, tours of facilities, water quality surveys, focus groups, news releases, question-and-answer sheets, brochures, fliers, etc. to reach the general public.  They also use outreach opportunities through informational booths and displays at public meetings and conferences. 

The second area of effort is focused on identifying and potentially developing specific markets/customers.  WTD staff has been working to identify land areas that could be served by the existing reclaimed water system.  The Comprehensive Plan effort is looking a broader potential uses.  They are working with external potential customers but also coordinating with other King County divisions working particularly on agricultural support.  WTD’s marketing and research efforts have focused on potential uses, such as nurseries, turf grass and food crops for reclaimed water particularly in the Sammamish Valley.  However, as noted above WTD is also talking to or partnering with various jurisdictions such as Tukwila, Redmond, Bothell and Seattle.

III.  Preliminary Rate Structures and Policies for the Sale of Reclaimed Water

Options for rate setting and financing policies for the sale of reclaimed water will be fully developed as part of the Reclaimed Water Comprehensive Plan.  WTD notes that there are many perspectives on pricing and will seek opportunities for substantial stakeholder input in the comprehensive planning process that may address both pricing and financing options to cover capital investments and operating costs. 

This section of the report recounts the current approach to pricing.  There is not single policy or other document that describes the county’s approach to rates and pricing.  Existing reclaimed water policies call for promoting the use of reclaimed water, pursuing pilot projects, considering projects on a case-by-case basis and working the local purveyors.  A regional stakeholder process in 2000 developed some pricing and financing recommendations (as a part of discussions of potential satellite projects) – that King County has considered in its contract negotiations with reclaimed water users.   These recommendations included using the Seattle Public Utilities wholesale potable water rate as the “regional benchmark” for a potable rate and using a discounted rate to promote the use of reclaimed water.

King County currently has only two external customers, the City of Tukwila and a contract for future water at the Willows Run Golf Course – when Brightwater reclaimed water is available.  The City of Tukwila’s contract rate is 80 percent of SPU wholesale potable rate.  The contract allows for the reclaimed rate to increase as the potable water rate increases during the 30-year term of the contract.  The rate covers the county’s operating and maintenance costs for Tukwila’s reclaimed water uses.  The contract with Willows Run contains a phased rate, starting at 50 percent of SPU’s wholesale rate from 2012 – 2019, becoming 80 percent of SPU’s rate after 2019.  The agreement also includes a re-opener clause so that a new rate can be established when a pricing and financing plan is developed through comprehensive planning process.   The pricing in these contracts recognized these initial external users as “pilot projects” prior to starting up an external reclaimed water system – pricing may be different for an established program.  

The report discusses industry standards that are typically indexed to 75 – 90 percent of the potable rate as an appropriate rate.  There is also a discussion of differing approaches and philosophies regarding pricing – these include pricing based on cost of service, a percent of potable water rates, to promote use, and pricing based on what the market will bear.    King County will in the short-term continue the industry standard of indexing to potable rates as a guideline – but pricing may differ based on whether the county is the wholesaler, or in the case of King County acting as a retailer of last resort.  Rates could be indexed to the wholesale rate or the local retail rate as appropriate.   However, King County is only in the preliminary stages of discussions with other potential retailers of reclaimed water.  It is not expected that these discussions will result in finalized contracts prior to completion of the Reclaimed Water Comprehensive Plan and more definitive pricing strategies/policies.  

In the long-term, rates are expected to be based on recommendations emerging from the comprehensive planning process.  It is expected that the plan will address long-term guidance on pricing/rate development and cost allocation for King County’s reclaimed water program.  It also anticipated to include development of a financial plan to cover the capital and operating costs of recommended reclaimed water facility configurations, if there are any.  Some of the financing questions that the comprehensive plan intends to address include:

· How should costs be distributed among wastewater ratepayers and reclaimed water ratepayers?

· If and how should costs be allocated and revenues recovered when benefits from the use of reclaimed water accrue to a larger group of people than just wastewater or reclaimed water ratepayers?

· What kinds of pricing policies, if any, should King County have for reclaimed water retailers?

· How should capital costs be financed?

· What costs may be attributed to the wholesaler versus the retailer of the reclaimed water – or the customer?

ATTACHMENTS:  

1. Proposed Motion 2009-0370.2, with Attachment A 

2. Transmittal letter for Proposed Motion 2009-0370
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