
CITY OF BELLEVUE

ENVIRONMENTAL SERVICES COMMISSION

MEETING MINUTES

Thursday 
Conference Room 1E-113
October 20, 2016 
Bellevue City Hall

6:30 p.m. 
Bellevue, Washington

COMMISSIONERS PRESENT: Keith Swenson (Chair Swenson), Diann Strom (Vice Chair), Ticson Mach, Anne Howe
COMMISSIONERS ABSENT: Aaron Morin, Lisa Shin
OTHERS PRESENT: Andrew Lee, Deputy Director, Utilities; Lucy Liu, Assistant Director, Resource Management & Customer Service
MINUTES TAKER: Laurie Hugdahl

1. 
CALL TO ORDER:

The meeting was called to order by Chair Swenson at 6:30 p.m. 
2.
APPROVAL OF AGENDA
Motion made by Commissioner Mach, seconded by Commissioner Strom, to approve the agenda. Motion passed unanimously (4-0). 

3.
PUBLIC HEARING ON PROPOSED UTILITIES BUDGET AND RATE
Lucy Liu, Asst. Director - Resource Mgmt. & Customer Svc.
The public hearing was opened at 6:34 pm. 

David Plummer, 14414 NE 14th Place, Bellevue, WA 98007 had the following comments:

I reviewed the Utilities Proposed 2017-2018 Operating Budget and Proposed 2017-2023 CIP Program and the Proposed Projected 2017-2022 or 23 rate increases. I prepared a summary of my recommended changes, and they’re described more completely in the letter. If you, I don’t know if you people want a copy, but if you don’t need ‘em, they can they’re certainly welcome to ‘em if they want ‘em. 

Um, anyway they’re just, my recommendations are described more completely in my letter, but briefly my recommendations are:

· Reduce the total Operating Budget by $12.5 million

· Reduce the CIP Program Plan by $56.5 million

· Reduce the Proposed Yearly Rate Increases to no more than 1.5% per year for each of the utilities.

I made an attempt to evaluate the cost effectiveness of the proposed AMI system, and I have attached a short summary to the letter which shows that the so-called baseline system (that’s no AMI) is far more cost effective than either of the AMI configurations that CH2M evaluated. It’s not possible to prepare a really reliable cost effectiveness analysis because neither the staff nor CH2M have provided any credible life cycle cost estimates including, especially, no credible ownership cost estimates. Nevertheless, the summary that I provided provides an indication of the type of analysis that is needed to help make a rational decision about the development of an AMI system. However, neither the staff nor the commission have made any effort to inform Bellevue ratepayers of the AMI system’s operating characteristics – costs, funding – and therefore the cost and funding for it should be deleted from the CIP plan until ratepayers have an opportunity to evaluate the system. 
Thank you.

Seeing no further public comments the hearing was closed at 6:37 p.m.

Asst. Director Lucy Liu explained that in Section 1 of the ESC notebook provided to the Commission on October 6, there were some subtotals to the tables in Attachments A and B that were incorrect, but the desk packet information has the correct information. She explained that it doesn't change any of the information that has been presented. No new information was proposed. 
She summarized the proposed budget schedule. She stated that following the public hearing staff will return to the ESC on November 3 to get the ESC Budget and Rate recommendation to City Council. Staff will be briefing the Council on October 24 and again on November 14. She invited Chair Swenson to provide the Commission’s Budget and Rate recommendation on November 14. On December 5 it is anticipated that Council will take action. In January 2016 there will be a final recap of the Council adopted budget and rates. Asst. Director Lee explained that since the last meeting the Council had requested additional presentations and that is why Utilities is presenting on October 24. 

Asst. Director Liu then reviewed the Budget Guiding Principles and the pie chart showing the Utilities Department's Proposed Budget of $282.8M for the Capital Program. She pointed out that about three-quarters of the investments are to take care of the infrastructure investments. The Capital Program also includes investments for environmental preservation and regulatory compliance, as well as investments to accommodate growth in the downtown, Wilburton, and Bel-Red areas. AMI is a key new investment in the CIP. 
As previously reviewed the proposed rate increases for 2017 for the combined utilities (water, sewer, storm) of 4% for 2017 and 4% for 2018. This is lower than what was seen in the Early Outlook Forecast. This translates to about $6.30 increase to the typical residential customer in 2017 and $6.51 in 2018. Assistant Director Liu compared the combined monthly utility bill increase to other jurisdictions. Bellevue’s rates are competitive, about the middle of the pack. 

Commissioner Mach referred to page 16 of the packet, Performance Measures, and asked about what is being done when the City is behind the target numbers. Deputy Director Lee referred to recycling rates as an example. He noted the City is significantly under the target so we are currently working with the contractor to do more outreach so that customers have more access to containers. The most recent contract includes provisions for this. The way this looks is different for the different initiatives, but the Performance Measures give a method for tracking progress. He explained that this is reported to the City Manager on a quarterly basis. 

The hearing was reopened at 6:47 p.m. to receive additional public comment.

Chris Johnson, Bellevue Chamber of Commerce, 330 – 112th Street NE, Suite 100, Bellevue, WA, 98004 had the following comments:
First of all, thanks to the Commission for holding this hearing. I know you’ve been working hard on this budget cycle for at least six months. We have not. We’ve been focusing on other aspects of municipal business. So while it’s early in the public feedback period for this year’s budget process, we did want to weigh in while you’re having this public hearing in your Commission meeting tonight.
First of all, thanks to you, again, for the work that you do. Our, you know, our business, the businesses that participate in the Chamber cut across all sectors and sizes and oftentimes they are a little bit baffled by how government makes decisions, but I think that they have generally a high confidence level in how this particular enterprise agency operates. And it has a deservedly good reputation. So we’re not here to complain, nor are we here necessarily to endorse higher rates, but just to offer a few 10,000-foot observations for your consideration.

One, in looking at the short-term financial plan, the projected growth rate seems at first glance to be reasonable, and I say that based on, you know, with two criteria. Number one, understanding that there are changes in wholesale costs which drive, in part, rate increases. And also because of this Utility’s conservative financial policies which we hope that you, as, you know, their board will continue to support. That is, a contribution on an ongoing basis to R&R is much better than having to, uh, include debt service, you know, and spread it across the rate base. So we’re appreciative of the role that both the Commission and agency staff play in maintaining that conservative approach.

There are some things, of course, that, I think, we’re interested in unpacking a little further perhaps in the Capital Program, and we’ll be taking a little further dive into that. In general, it would appear to us that AMI is a good investment, but we’d also encourage the Commission to take a look at what the benefit streams will be as well as the costs over the life of that investment. In other words, what opportunities are there for shaving costs when using this equipment rather than physical meter readers and could there be an opportunity for more accurate utility bills over time? But in general, mostly what Chamber members want to see is predictability of service, and we want to see, we want to avoid rate spikes. And we understand that over time rates are likely to grow, but as long as you maintain your existing financial policies, I think we generally have confidence in the direction that the Utility is going. 

We look forward to doing a little deeper dive and hearing what Council has to say about the Financial Plan and the rates and some of the particular capital projects. One thing I will say that we flagged, and I’d like to learn a little more about is how the Issaquah Assumption is having an effect on the Financial Plan. And I don’t know if that’s because we’re losing those ratepayers, and we’re spreading the cost of those lost rates over the larger rate base, but we’d like to understand a little bit more about that. I don’t think that’s a huge problem. 
But I guess that’s really about it. Just here to offer our thanks to you and also to the Utility for reaching out proactively to the business community in advance of the budget cycle and for planning a business customer forum where I think we’re going to be able to unpack some of these issues a little deeper. So unless you have questions for me, I think I’m done for now.

The public hearing closed again at 6:50 p.m. 

4.
ADJOURNMENT
The meeting was adjourned at 6:50 p.m.


