
 

 

 
AGENDA 

 

SHORELINE CITY COUNCIL SPECIAL MEETING 
 

Monday, April 14, 2014 Conference Room 303 · Shoreline City Hall
5:45 p.m. 17500 Midvale Avenue North
 

1. Joint Meeting with the Ronald Wastewater District
  Welcome, Introductions, Confirm Agenda 5:45 

 
  Utility Unification Efficiency Study 

o Joint preview of preliminary outcomes 
 

5:50 

  Assumption Transition Planning Discussion  
o Creating a Framework for Transition Planning 
o Proposed Joint Work Groups 

‐ Joint Staff Operations Committee 
‐ Joint Electeds Sub-Committee 

 

6:15 

  Other Joint Interests 6:40 
 

  Adjourn 6:50 
Attachments 

A. Preliminary Findings from Utility Unification Efficiency Study (to be distributed by 4/11/14) 
B. 2002 Interlocal Operating Agreement 

 
Attending 

Ronald Wastewater District  City of Shoreline 
Board President Bob Ransom Mayor Shari Winstead 
Board Vice-President George Webster Deputy Mayor Chris Eggen 
Commissioner Gretchen Atkinson Councilmember Will Hall 
Commissioner Brian Carroll Councilmember Doris McConnell 
Commissioner Arnie Lind Councilmember Chris Roberts 
Michael Derrick, General Manager Councilmember Jesse Salomon 
George Dicks, Operations Manager Councilmember Keith McGlashan 
Mark Gregg, Finance Manager Debbie Tarry, City Manager 
 John Norris, Assistant City Manager 
 Mark Relph, Public Works Director 
 Dan Repp, Utility/Operations Manager 

 
 

The Council meeting is wheelchair accessible.  Any person requiring a disability accommodation should contact the City Clerk’s Office 
at 801-2231 in advance for more information.  For TTY service, call 546-0457.  For up-to-date information on future agendas, call 801-
2236 or see the web page at www.shorelinewa.gov.  Council meetings are shown on Comcast Cable Services Channel 21 and Verizon 
Cable Services Channel 37 on Tuesdays at 12 noon and 8 p.m., and Wednesday through Sunday at 6 a.m., 12 noon and 8 p.m. Online 
Council meetings can also be viewed on the City’s Web site at http://shorelinewa.gov. 
 



 

 

Memorandum 

DATE: April 9, 2014  
 
TO: Debbie Tarry, City Manager  
      
FROM: Mark Relph, Public Works Director 
 
RE: City of Shoreline Utility Unification and Efficiency Study 
 
CC: John Norris, Dan Repp 
 
 
  

 

This memorandum provides a summary of the draft results of the City's Utility 
Unification and Efficiency Study (UUES) as it relates specifically to the Ronald 
Wastewater District (RWD). Also attached to this memo is a slide presentation 
intended to be shared at a joint dinner meeting of the City Council and Ronald 
Wastewater District Commissioners scheduled for April 14th. The final report is 
scheduled to be presented to City Council on April 21.  
 
While it may be intuitive to many that efficiencies can be gained by sharing 
resources among the different utilities and City operations, this study is intended 
to quantify those opportunities. These efficiencies or savings are to be identified 
for each utility and for the City operation. The study will include the addition of the 
Ronald Wastewater District (RWD), the Seattle Public Utilities (SPU) water 
system and the North City Water District (NCWD) and will be sequenced first with 
the RWD in 2017, then adding the SPU system in 2021 and finally adding the 
NCWD at the end of the franchise agreement in 2028. However, the focus of 
discussion for the dinner meeting on April 14th is on cost savings created with 
the unification of RWD and City of Shoreline operations. 
 
In addition to the direct utility savings identified, City of Shoreline taxpayers will 
benefit as a result of savings to current City operations.  The savings are created 
by sharing the cost of existing staff and services with the wastewater utility.  The 
City currently allocates administrative, legal, office building space, and other 
shared services among existing departments.  It was assumed in the financial 
analysis that the wastewater utility will be allocated a portion of those shared 
services.  This cost has been incorporated in the costs for the utility.  Other 
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savings occur from the reduction in outsourcing costs that are feasible due to the 
new staff and equipment for the wastewater utility.  The total reflects a savings in 
general operations costs to other departments within the City.   
 
This memorandum will summarize the expected cost savings to the future 
City/RWD combined wastewater utility and to City of Shoreline general 
government operations. 
 
RWD Service area unified with City operations 
This analysis assumes the assumption of the RWD, per the Inter-local Operating 
Agreement, in October of 2017. This option is independent of the future SPU 
water acquisition.   
 
Ronald Wastewater District Revenue and Expenditure Forecast 
In order to get a baseline of expected future revenue and expenditures for a 
standalone RWD wastewater utility, the expected revenues and costs were 
forecast for the period 2020 through 2040.  To alleviate any differences between 
the inflation rates used by different sources, all of the analysis was done in 2014 
dollars.  This allows items to be readily compared to today’s costs and makes 
real changes in costs and revenues from year to year more transparent. 
 
To project the financial results for RWD as an independent utility through 2040, 
the budget provided by RWD for 2014 was used as the starting point.  In 
addition, the 2010 RWD Comprehensive Plan was used and historic financial 
reports were examined.   
 
RWD revenues for 2014 reflect a recent $1.00 reduction in the monthly sewer 
rate.  Rates, going forward, were assumed to increase at the rate of inflation.  
Future growth of 0.3% to 0.4% per year was applied to the revenue projections to 
reflect an increase in the number of customers over time.  These growth levels 
were taken from the City's 2012 SPU Report prepared by EES Consulting, Inc. 
 
For cost projection purposes, the sewage treatment costs were separated from 
the basic rate charged by RWD.  It was assumed that treatment charges would 
stay the same in real terms. In other words these, future increases in these 
charges were strictly based on anticipated inflation.  Growth rates as noted 
previously were also applied to reflect the added treatment required for the 
assumed growth in customers. All other operating costs for RWD were assumed 
to remain the same in real terms.   
 
Expenses related to the franchise fee paid to the City were also included by 
showing the future expense after 2017 as utility tax in an equal amount.   
 
RWD currently has no debt and was projected as such.  Annual capital 
investment levels were based on net operating revenues, which are consistent 
with the 2010 RWD Comprehensive Plan and are projected to remain in the 
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range of $1.1 million per year in real terms through 2040.  It was assumed that a 
reserve balance of $3 million would be available at the time of the assumption in 
2017 and would remain at the same level through 2040.  This reserve level would 
be available for any unexpected capital investment requirements. 
 
Based on the 20-year forecast for RWD it was determined that rates would be 
sufficient to meet the costs and CIP needs of the utility as long as both rates and 
costs increase at the rate of inflation without any increases in real terms.  The 
assumptions and resulting revenues and costs were reviewed by RWD staff to 
ensure the financial forecast was appropriate. 
 
The Table below provides a summary of the existing staffing at RWD, minus the 
elected Commissioners.  This level of staffing was used in making the long-term 
expenditure projections.  

 

For the existing RWD staffing, there are a total of 15 positions.  Positions are 
shown in categories rather than individual positions.  In the case where the 
wastewater utility is part of City operations, the existing RWD staff would be 
placed in the Public Works Department and the Administrative Services 
Department dependent on the function of the staff position. 
  

Existing Staffing for RWD  
2014 Dollars 

Classification Title Department Staff Total Salaries & 
Benefits 

Management   3 $419,932  
Administrative   4 $281,364  
Planning & Development   2 $180,721  
Maintenance   6 $572,853  
Total   15 $1,454,870  
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The table below summarizes the financial results projected for RWD as a 
standalone utility in 2020. 
 

Financial Results for RWD in 2020 

 
Revenues  
Rate Revenues (includes taxes) $3,343,202  
Wholesale Treatment Revenue (includes taxes) $10,381,959  
Misc. Revenues $371,215  
Capital Contributions $515,285  
   Total Revenues $14,611,662  
  
Expenses  
Wholesale Water Supply/Treatment $9,864,497 
Non-Supply O&M  

Labor $1,038,336 
Materials & Supplies $145,500  
Employee Benefits $416,534 
Administrative  $1,129,703  

City of Shoreline Tax Expense (franchise fee) $823,510  
Total Operating Expenses $13,418,080  
Debt payments – Initial $0 
Cash Funded CIP – Ongoing $1,193,582 
Total Expenses (with Debt & CIP) $14,611,662  

 
 
Financial Savings Resulting from Unification of RWD with City Operations 
For RWD, it was assumed that certain non-payroll expense items would be fully 
or partially offset.  This included 100% of the costs for utilities and building 
maintenance as it is anticipated that the organizations could operate from 
existing City facilities allowing for the sale of RWD facilities, 100% of the costs 
associated with the District Commissioners and elections, 100% of legal and 
financial consulting expenses and 100% of certain bank fees.  Also included 
were 50% of the costs for most office expenses, administrative costs, advertising 
and public relations and engineering.  These cost savings are expected not 
because those functions are not needed, but because the functions will be 
provided through the City.  The costs for those services will be assigned to the 
new utility with the Shared Services allocation, and in some cases it was 
assumed there will be efficiencies in items such as capital planning between the 
two organizations.  There were no savings estimated from the materials and 
supplies cost for the operation and maintenance of the utility facilities.  The 
resulting administrative and consulting savings for the identified items is 
approximately $600,000 in 2014 dollars.   
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The next direct savings for RWD would be the value of the buildings to be sold.  
Based on the book value of the facilities, the value was estimated at $2.3 million 
dollars.  It is likely this amount could offset other capital costs required for a new 
water/wastewater utility and therefore the value was amortized over 20 years, 
resulting in a savings of $115,000 per year. 
 
With RWD unified with City operations, the savings to the RWD budget is roughly 
$740,000 per year.  These reductions are replaced in part by the Shared Service 
allocation (overhead cost) of roughly $500,000 per year.  This allocation of 
overhead cost is to distribute the cost of such internal services as purchasing, 
accounting, facility maintenance, information technology services, City Attorney 
and City Manager's Office, etc. The resulting net benefit to the utility is roughly 
$250,000 per year or $5 million through the year 2040. The table that follow 
summarizes the savings to the sewer utility at 2020 when the SPU water system 
is added to the City operation, then totaled over the 20 year projection: 
 
 

Sewer Utility Savings with RWD part of City Operations 
2014 Dollars 

TSavings Summary 2020 2040 
Total 2020-

2040 
Salaries & Benefits Savings $0 $0 $0 
Administrative & Contract Savings $628,000 $628,000 $13,188,000 
Amortization of Capital Items $115,000 $115,000 $2,415,000 
Subtotal Direct Savings $743,000 $743,000 $15,603,000 
Incremental Cost in Shared 
Services Allocation -$495,346 -$495,346 -$10,402,266 
Net Direct Savings $247,654 $247,654 $5,200,734 

 
 
Identification of General Government Operations Savings 
General operations savings items are related to savings in other departments 
within the City.  Sometimes they represent a reduction in costs due to the fact 
that a portion of existing costs are now allocated to the new water/wastewater 
utility, meaning that less is allocated to directly to their departments.  Sometimes 
they reflect a cost that no longer exists. 
 
With RWD unified to the City, the savings to general operations is $820,000 per 
year and $17 million through the year 2040. This savings will be explained in 
more detail with the Draft Report presentation to Council on April 21st.  
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General Operations Savings with RWD part of City Operates 
2014 Dollars 

TSavings Summary 2020 2040 
Total 2020-

2040 
Amount of Shared Services 
Allocation $495,346 $495,346 $10,402,266 
Reduction in FTE Assigned to 
Other Depts $180,707 $180,707 $3,794,839 
Reduction in City Contracts $145,000 $145,000 $3,045,000 
Subtotal General Operations 
Savings $821,053 $821,053 $17,242,105 

 
Utility Rates 
For purposes of this study, all rates were assumed to be the same regardless of 
the option considered.  This was done to provide a direct comparison between 
the options and identify the savings associated with unification.  This is a 
simplifying assumption and does not reflect the fact that one of the primary goals 
in considering unification is the ability to reduce costs for residents within the 
City.  It is expected that the savings achieved will be used in large part to keep 
rates low over the next 20 years.  This would likely come in the form of offsetting 
future inflationary rate increases rather than actually reducing the rates in a given 
year.  These rate reductions would be in addition to the amount related to the 
SPU acquisition that is assumed to be used for an extensive mains replacement 
program.  In practice, rates will be set for a year or two at a time based on 
budgeted revenues and expenses, including CIP needs. 
 
 Other  
While the quantified benefits of utility unification are substantial, there are 
additional benefits that have not been quantified.  These benefits fall into the 
following three categories: 

• Simplicity for Residents 
• Sharing of City Resources 
• Unified City Policies 

 
Residents see simplicity by having one entity to deal with rather than two or 
three, single payments for multiple services, and customer service from one 
location.  The City will have coordination of maintenance and emergency 
response among various functions and will be able to provide a unified message 
through combined public relation functions and customer information.  The City 
will also be able to unify the policies for such issues as financial policies, rate 
setting, maintenance and growth.  Together these non-quantified benefits will 
provide for a more cohesive City operation and better service for Shoreline 
residents and businesses. 
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