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SUBIJECT
FY21-26 Capital Improvements Program - Washington Suburban Sanitary Commission
(WSSCWATER)

EXPECTED ATTENDEES (WSSCWATER)

e Carla Reid, General Manager/CEO
e Patricia Colihan, Chief Financial Officer
e Mark Brackett, Capital Budget Section Manager

FISCAL SUMMARY
FY21-26 versus Approved FY20-25 Expenditures (in 000's)*

Six-Year Total FY20 FY21 FY22 FY23 FY24 FY25 FY26
FY20-25 Approved 3,653,151 638,526 687,013 668,268 580,262 552,943 526,139
FY21-26 Agency Request 3,712,427 624,302 712,767 689,658 595,657 527,055 562,988
change from amended v 59,276 1.6% (62,711) 44,499 109,396 42,714 |
FY21-26 CE Rec 3,712,427 624,302 712,767 689,658 595,657 527,055 562,988
change from amended ($,%) 59,276 1.6% (62,711) 44,499 109,396 42,714
change from Agency Req ($,%) - 0.0% - - - - - -
Committee Rec 3,712,427 624,302 712,767 689,658 595,657 527,055 562,988
change from amended ($,%) 59,276 1.6% (62,711) 44,499 109,396 42,714
change from Agency Req ($,%) - 0.0%
change from CE Rec ($,%) - 0.0%

*Includes both CIP Expenditures and all debt-financed non-cip costs

e Six-Year Proposed Total = $3.71 billion (and increase of $59.3 million or 1.6 percent)
e Four new projects (Six-Year Total = $45.4 million in new spending)
e Major Six-Year Increases in Projects:
O Blue Plains Projects (+575.3 million, +20.4 percent) (WSSCWATER reviewing DCWater #s)
O Large Diameter Water Pipe Rehabilitation Program (+$53.4 million, +13.6 percent)
O Potomac WFP Consent Decree Program (+542.0 million, +35.6 percent)
e Major Six-Year Decreases in Projects:
O Water Reconstruction Program (-$42.0 million, -6.1 percent)
0 Sewer Reconstruction Program (-$61.7 million, -14.2 percent)
0 Trunk Sewer Reconstruction Program (-5$18.8 million, -6.4 percent)



OTHER ISSUES

e Other Projects of Interest
O Piscataway Bio-Energy Project
0 Advanced Metering Infrastructure
e FY20-25 Amendment to the WSSCWATER CIP: Customer Resource Building (see Agenda Item #17)
e Potential Impacts of the 1-495, I-270 Road Widening P3 Project on WSSCWATER Infrastructure —
Joint Bi-County T&E/TIEE discussion occurred on March 12, 2020.

COMMITTEE RECOMMENDATION

e Approve the WSSCWATER CIP as proposed by WSSC. NOTE: The WSSCWATER CIP may be
revisited by the T&E Committee and Full Council during consideration of the WSSCWATER
Operating Budget and customer volumetric rates in early May.

This report contains:
e T&E Committee March 2, 2020 Council Staff Report Pages 1-16, ©1-100

Alternative format requests for people with disabilities. If you need assistance accessing this report
you may submit alternative format requests tothe ADA Compliance Manager. The ADA
Compliance Manager can also be reached at 240-777-6197 (TTY 240-777-6196) or at
adacompliance@montgomerycountymd.gov



https://gcc01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww2.montgomerycountymd.gov%2Fmcgportalapps%2FAccessibilityForm.aspx&data=02%7C01%7Csandra.marin%40montgomerycountymd.gov%7C79d44e803a8846df027008d6ad4e4d1b%7C6e01b1f9b1e54073ac97778069a0ad64%7C0%7C0%7C636886950086244453&sdata=AT2lwLz22SWBJ8c92gXfspY8lQVeGCrUbqSPzpYheB0%3D&reserved=0
mailto:adacompliance@montgomerycountymd.gov

T&E COMMITTEE #
March 2, 2020

Council Staff Report from March 2.2020

TO:

FROM:

Worksession

MEMORANDUM

February 26, 2020

Transportation and Environment Committee

Keith Levchenko, Senior Legislative Analyst

SUBJECT: Item #la: Worksession: FY21-26 Capital Improvements Program: Washington

Suburban Sanitary Commission (WSSCWATER)!

Item #lb: FY20-25 Amendment to the WSSCWATER Capital Improvements
Program: Customer Resource Building, +$13.5 million

PURPOSE: To review the WSSCWATER FY21-26 CIP and FY20-25 CIP Amendment

Summary

Six-Year Proposed CIP Total: $1.99 billion (Increase of$112.7 million or +6.0 percent)
Six-Year Proposed CIP Total plus "Information Only" projects= $3.71 billion
o Increase 0f$59.3 million(+ 1.6 percent) from the Approved CIP+Information Only
o Four new projects: (Six-Year Total = $45.4 million in new spending)
Major Six-Year Increases in Projects:
o Blue Plains Projects (+$75.3 million, +20.4 percent) (WSSCWATER reviewing
DCWater #s)
o Large Diameter Water Pipe Rehabilitation Program (+$53.4 million,+ 13.6 percent)
o Potomac WFP Consent Decree Program (+$42.0 million, +35.6 percent)
Major Six-Year Decreases in Projects
o Water Reconstruction Program (-$42.0 million, -6.1 percent)
o Sewer Reconstruction Program (-$61.7 million, -14.2 percent)
o Trunk Sewer Reconstruction Program (-$18.8 million, -6.4 percent)
Other Projects of Interest
o Piscataway Bio-Energy Project
o Advanced Metering Infrastructure
FY20-25 WSSCWATER CIP Amendment: Customer Resource Building acquisition

Council Staff Recommendation: Approve WSSCWATER's Proposed FY21-26 CIP and FY20-25

CIP amendment

!'Key words: #WSSCW ATER CapitalBudget, Capital projects, utilities, WSSCW ATER.



Attachments to this memorandum include:

County Executive's Recommended FY21-26 Capital Improvements Program (WSSCWATER) (©1-5)
Excerpts from WSSCWATER's Proposed FY21-26 CIP (©6-45)

Piscataway WRRF Bio-Energy Project Presentation to Commissioners 2/19/2020 (©46-53)

Advanced Metering Infrastructure (AMI) Overview to Commissioners 2/19/2020 (©54-65)

1/30/2020 Transmittal Letter from WSSCWATER: Customer Resource Building Amendment
(©66-75)

Customer Resource Building Acquisition Options (Preliminary Analysis) (©71) and Questions and
Answers (©72-75)

WSSCWATER FY2021 Capital Budget Briefing Slides for T&E Committee (©76-100)

The following officials and staff from WSSCWATER are expected to attend this meeting:

Eloise Foster, Commission Vice-Chair

Fausto Bayonet, Commissioner

Howie Denis, Commissioner

Carla Reid, General Manager/CEO

Joe Beach, Deputy General Manager for Administration
James Price, Deputy General Manager for Operations
Monica Johnson, Deputy General Manager for Strategic Partnerships
Al Roshdieh, General Services Director

Patti Colihan, ChiefFinancial Officer

Letitia Carolina-Powell, Budget Division Manager
Mark Brackett, Capital Budget Section Manager

BACKGROUND/TIMELINE

Under Md. Public Utilities Code Ann. §23-304, WSSCWATER must prepare and submit a six-

year CIP proposal to the County Executives and County Councils of Montgomery and Prince George's
Counties by October 1 ofeach year.

Unlike other County agency CIP proposals that are reviewed biennially, Montgomery County

reviews the WSSCWATER CIP every year.” Also, unlike other agencies, WSSCWATER's CIP and
Operating budgets are not included within the County's Spending Affordability processes. Instead,
WSSCWATER is subject to a separate affordability process, with both Montgomery and Prince George's
County Council review and approval in the fall ofeach year.

The FY21-26 WSSCWATER CIP and Operating Budget Review Timeline

October 1, 2019: WSSCWATER transmitted its Proposed FY21-26 CIP

November 5, 2019: Council approval of WSSCWATER's FY21 Spending Control Limits

January 15, 2020: County Executive's recommendations transmitted (©1-5)

January 30, 2020: WSSCWATER transmitted a Proposed Amendment to the FY20-25 CIP: Customer
Resource Building (©66-70)

2 WSSCWATER's full FY21-26 Proposed CIP and Approved FY20-25 CIP publications are available for download
at: https:/www.WSSCWATER.com/financial#currentbudget
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February 5 and 6, 2020: Council public hearings on the FY21 Capital Budget and FY21-26 CIP
March 1, 2020: WSSCWATER transmittal of its Proposed FY?21 Budget

March 2, 2020: T&E Committee review of the WSSCWATER CIP

March, 17, 2020: Council review of the WSSCWATER CIP

April, 2020: T&E Committee review of the WSSCWATER Proposed FY21 Budget

Early May 2020: Council review of the WSSCWATER Proposed FY21 Budget

May 7, 2020: Bi-County meeting between Montgomery County and Prince George’s County Councils
on the WSSCWATER CIP and Operating Budget, as well as any other Bi-County budget issues

Spending Control Limits/Affordability

Last fall, the two Councils came to agreement on FY21 spending control limits. Both Councils
supported a rate increase limit of 7.0 percent, along with agreed-upon ceilings for New Water and Sewer
Debt, Total Water and Sewer Debt Service, and Total Water/Sewer Operating Expenses.

Both the FY'19-24 CIP and FY20-25 CIP’s included bond-funded cuts totaling over $183 million.
These cuts were made to reduce debt service impacts on the WSSCWATER Operating Budget and keep
debt service as a percentage of total expenditures under the 40 percent spending affordability target.
WSSC has noted a number of potential impacts from these capital deferrals (see ©99)

WSSCWATER’s FY21 Proposed Operating Budget will be transmitted by March 1

COUNTY EXECUTIVE RECOMMENDATIONS
(See ©1-5)

The County Executive’s recommendations for the FY21-26 WSSCWATER CIP were transmitted
on January 15. He does not recommend any changes to WSSCWATER s Proposed CIP.

A recommendation from the County Executive on WSSCWATER’s FY20-25 CIP Amendment:
Customer Resource Building is expected shortly.

FISCAL OVERVIEW

The following chart presents WSSCWATER’s proposed versus approved expenditures for its CIP,
as well as for its “Information Only” projects.









GROWTH FUNDING

WSSCWATER’s capital expenditures can be divided into three categories: growth, environmental
regulations, and system improvements. The pie chart on ©15 show the proportions of these categories in
the CIP for FY21. System improvements is the dominant category (93 percent).

WSSCWATER estimates that approximately $84.6 million (or 2.3 percent) of total proposed
expenditures in the six-year period are needed to accommodate growth.

The major sources used to fund growth are:

¢ System Development Charge (SDC);
¢ Direct Developer Contributions; and
* Payments by Applicants.

Many of the projects in the WSSCWATER CIP are funded with the above-mentioned sources.
For instance, water and sewer projects needed to accommodate growth in Clarksburg are funded with

these sources.

The SDC is a major source of funding for much of the new water/sewer infrastructure built in the
County. WSSCWATER estimates approximately $144.8 million in revenue over the six-year period.
Developer credits and SDC exemptions® reduce the net revenue to about $120.8 million. For more

background on the SDC, please see ©12.

Overall, WSSCWATER estimates a surplus in growth funding versus expenditures over the six-
year period of $60.1 million, as shown on ©13.

The SDC Fund has a balance of approximately $12 million (as of December 31, 2019).

WSSCWATER’s Preliminary Proposed Operating Budget (i.e., public hearing draft) for FY21
assumes no change in SDC rates.”

WSSCWATER FY21-26 PROJECT HIGHLIGHTS

For a full list of WSSCWATER s projects included in the FY21-26 Proposed CIP, please see:

Montgomery County Water Projects (©20)

Montgomery County Sewer Projects (©21)

Bi-County Water Projects (©23)

Bi-County Sewer Projects (©28)

Information Only Projects (©38)

Prince George’s County Water and Sewer Projects (©44-45)

¥ For purposes of projecting future SDC balances, WSSCWATER assumes Montgomery and Prince George’s counties utilize
the full $1.0 million in exemptions each fiscal year. Any amounts within each county’s $500,000 share not used in each year
carry over to the next fiscal year. As of December 31, 2019, Montgomery County had $7.7 million in exemption capacity.

® NOTE: For many years (and as proposed for FY21), WSSCWATER has increased the maximum allowable charge (as
permitted under State law) but has left the actual rate charged unchanged. :
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New Projects

There are four new projects proposed (see ©18), including one sewer project in Montgomery

County:

Shady Grove Neighborhood Center (PDF on ©22) (developer-funded): Six-year total =
$3.4 million. This project provides for the construction of 4,475 feet of sewer main to serve the

Shady Grove Neighborhood Center subdivision.

Regional Water Supply Resiliency (PDF on ©27) (funded with Federal Aid): Six-year total =
$15.0 million. This project provides for the planning, engineering, community outreach and
coordination with multiple jurisdictions in the region for a raw water supply reservoir and
conveyance system to address long-term water supply needs in the metropolitan region.

Laboratory Division Building Expansion (Information-Only Project)(PDF on ©41) (funded with
WSSCWATER Bonds): Six-year total = $20.6 million. This project provides for the planning,
design, and construction of a 12,405 square foot expansion to the Consolidated laboratory Facility
to accommodate increased workload. The laboratory was built in 2000. The workload of the
facility is expected to grow from 500,000 tests per year to 750,000 tests per year. Currently some
lab work is contracted out due to space limitations.

Other Capital Programs (Information-Only Project)(PDF on ©43) (funded with WSSCWATER
Bonds): Six-year total = $431.2 million (but a net impact of $7.1 million when subtracting FY?20-
25 estimated costs). This project presents multi-year costs for miscellaneous non-CIP projects
which are already built into the WSSCWATER Capital Budget each year. Costs beyond FY?21 are
order of magnitude costs.

Council Staff does not have any issues with these projects. WSSCWATER staff will be

available to discuss these projects with the Committee.

Montgomery County and Bi-County Projects

Each Council generally focuses on the projects within its county and the Bi-County projects. The

following chart summarizes six-year program information for Montgomery County and Bi-County
projects only. Prince George’s County projects are listed on ©44-45.












analysis of three options (after screening out numerous others), all of which involve various Improvements
and new facilities at the current plant. Each of the three options was costed out at treatment capacities of
301,000 dry pounds per day (addressing the 99™ percentile of solids) and 688,000 dry pounds per day
(which would address the peak solids volumes experienced in all storms in the historical record since
2003). At the 99" percentile, one could expect one or two basin-wide storms per year that may exceed
this capacity. Ultimately, WSSCWATER chose the option with the lowest net present cost (looking at
total estimated operating and maintenance costs and capital costs) at both treatment levels.

In late 2017, the Maryland Department of the Environment (MDE) approved WSSCWATER’s
short-term plan but rejected the long-term plan, noting that treating to the 99t percentile would still result
in an estimated three days per year of unauthorized discharges. MDE noted that it would approve a plan
that addressed solids to the 99.9" percentile, since that would result in no expected unauthorized
discharges during the year. However, the additional capital cost to get from the 99 to the 99.9% percentile
would cost an additional $35 to $40 million. In September 2018, WSSCWATER transmitted its revised
Long-Term Upgrade Plan that expanded the work to get to the 99.9% percentile. The additional costs for
this expanded effort are now included in the FY21-26 project expenditures. The long-term plan
improvements are currently in design with completion scheduled to meet the deadline of January

2026.

Large Diameter Water Pipe & Large Valve Rehabilitation Program ($446.2 million over six years, PDF

on ©25-26)

This project, added to the CIP ten years ago, funds the rehabilitation of transmission mains (pipes
greater than 16 inches in diameter) in lengths of 100 feet or greater. WSSCWATER’s transmission system
(like the smaller water distribution lines) is aging, and WSSCWATER moved to a more systematic
inspection, repair, and replacement approach as a result. , The inspections, fiber optic monitoring, and
repairs on shorter sections of pipe remain in the Operating Budget.

WSSCWATER has approximately 1,061 miles of large diameter water main {mains ranging in
size from 16 inches to 96 inches in diameter), of which 350 miles are pre-cast concrete cylinder pipe
(PCCP), 350 miles are cast iron, 326 miles are ductile iron, and 35 miles are steel. PCCP pipe is the
highest priority for inspection, monitoring, repair, and replacement because PCCP pipe can fail in a more
catastrophic manner than pipes made out of other materials, such as iron or stecl. Both counties have
experienced large PCCP pipe failures. Montgomery County experienced large pipe failures in June 2008
(Derwood), December 2008 (River Road), and March 2013 (Chevy Chase Lake).

This project also includes WSSCWATER ’s large valve inspection and repair program (added five
years ago). WSSCWATER estimates that it has nearly 1,500 large diameter (greater than 16-inch
diameter) valves.

The proposed six-year cost for this project is $446.2 million (an increase of $53.4 million or 13.6
percent). WSSCWATER has noted the increase in the project primarily being due to WSSCWATER’s
Asset Management Plan recommendations to increase ferrous pipe replacements from 4 to 6 miles per
year and continue implementing the PCCP replacement program to get to 2 miles of replacement per year
by FY2023.

-11-



WSSCWATER’s Large Diameter Water Pipe Rehabilitation Program continues to be high
priority for Montgomery County (and for Prince George’s County), given the potential impacts
when these large pipes fail (especially PCCP).

Trunk Sewer Reconstruction Program (PDF on ©37)

Proposed FY21-26 expenditures for this project are $277.9 million (an $18.8 million decrease, 6.5
percent, from the Approved $296.8 million).

This project was added ten years ago (funded partially by bond-funded dollars removed from the
Sewer Reconstruction Program “Information Only” project) to address Consent Decree requirements to
eliminate sanitary sewer overflows (SSOs). Under the terms of the Consent Decree (signed in
December 2005 with the United States Environmental Protection Agency (EPA), the State of Maryland,
and four conservation groups), WSSCWATER expects to spend an estimated $2.1 billion across 24 sewer-
shed basins with 7,000 assets over a 1,000 square mile area. Rehabilitation work was supposed to be
completed within 10 years (2015). Because of delays in acquiring environmental permits, WSSCWATER
received a deadline extension to 2022 for program completion. All basins had work either completed or
underway by the 2015 deadline.

Piscataway WRRF Bio-Energy Project (PDF on ©35-36)

This project represents WSSCWATER s long-term solution to address its biosolids disposal. This
project provides for a comprehensive design, construction, maintenance, monitoring, and verification
effort to generate approximately 2.0 MW of electricity and reduce biosolids by 50 to 55 percent of current
output through an anaerobic digestion/Combined Heat & Power process. This project is expected to
provide energy savings, reduced biosolids disposal costs, and reduced chemical costs totaling about $3.7
million in savings per year. The project will also avoid the need for capital work at other facilities
estimated at $67.4 million. The project is sized for WSSCWATER biosolids with future accommodation
of fats, oils, and grease (FOG).

Proposed FY21-26 expenditures for this project are $212.3 million (a decrease of $8.5 million).
The decrease is a result of costs expected to be incurred through FY20 (and therefore coming out of the
six-year period). The total project cost has increased by $19.2 million (7.3 percent), based on construction
industry escalations for labor and materials as was noted for a similar increase last year.

Early work (sitework, demolition, and utility relocation) began on this project in September 2019.

Construction is scheduled to begin later this spring and be completed by June 2024. A recent presentation
provided to the Commissioners is attached on ©46-53.
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“Information Only” Projects (see ©38-43)

Tabie 5. Information-Only Projects
Six-Year

Project Total FY23

Information Only Projects

Water Reconstruction 651,222 72,494 85,068 101,030 115,018 131,051 146,561
Sewer Reconstruction 372,224 55,495 59,657 61,447 63,290 65,192 67,143
Laboratory Division Building Expansion 20,580 1,276 9,525 9,779 - - -
Engineering Support Program 114,000 18,000 18,000 18,000 20,000 20,000 20,000
Energy Performance 17,142 7,595 4,841 3,331 1,375 - -
Water Storage Facility Rehab Program 18,150 1,650 3,300 3,300 3,300 3,300 3,300
Speciality Valve Vault Rehab Program 6,595 1,132 2,214 1,213 1,266 443 327
Advanced Metering infrastructure 95,584 20,687 30,908 30,906 13,085 - -
Other Capital Programs 431,183 70,610 66,021 67,227 73,927 77,442 75,956
D'Arcy Park North Relief Sewer 575 290 285 - - - -
Information Only Projects Total 1,727,255 249,229 279,817 296,233 291,261 297,428 313,287

Water Reconstruction Program (PDF on ©39)

This “Information Only” project funds small water main replacement throughout the
WSSCWATER service area. The project does not include any funding for “major capital projects” as
defined in state law. The estimated six-year cost is $651.2 million, which reflects a decrease of $42.1
million or -6.0 percent from the FY20-25 six-year total of $693.3 million.

Over the past ten years, WSSCWATER had ramped up the annual number of miles of pipe to be
replaced. Beginning with the Approved FY10-15 CIP, budgeted and actual replacement miles began to
increase steadily. The budget level for FY10 was 27 miles per year. The following years saw increases,
with 55 miles of replacement budgeted in FY18 (although 48 miles were completed). For FY19,
WSSCWATER had 45 miles budgeted. Cuts in this program were approved for FY19 (and projected in
FY20 through FY24) to help reduce debt service impacts on the WSSCWATER Operating Budget. In
WSSCWATER’s Proposed CIP, further reductions through FY24 are assumed. However, the program is
assumed to begin ramping back up in the later years of the CIP. Costs have also been increased to reflect
higher unit construction costs.

Six-year costs are down because WSSCWATER is proposing a second straight year of 25 miles
to be replaced. WSSCWATER has noted that it “continues to invest in new technology and tools to
develop a more efficient and effective program (pressure monitoring system, satellite and other leak
detection technologies.” Given that WSSCWATER has done a substantial amount of catch-up in this
project over the past decade, a second year of lower miles of replacement should not have a significant
impact on system condition.

Sewer Reconstruction Program (PDF on ©40)

This “Information Only” project funds comprehensive sewer system evaluations and rehabilitation
programs. WSSCWATER has approximately 5,500 miles of sewer pipe.

The six-year cost is $372.2 million , which is down $61.6 million (-14.2 percent) from the FY20-
25 level of $433.9 million. The proposed costs reflect the current plan for the completion of Phase 2
Consent Decree work. As with the Water Reconstruction Program above, the sewer reconstruction project
does not include funding for “major capital projects” as defined in state law. Capital-size projects that are
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identified in this project become stand-alone projects or are dealt with in the Trunk Sewer Rehabilitation
project.

The project continues to assume the replacement of about 20 miles per year. Cost projections have
been lowered based upon a projected lower per mile cost for rehabilitation.

Advanced Metering Infrastructure (PDF on ©42)

This project provides for the implementation of a system-wide automated meter reading
infrastructure system to maximize customer service and operational efficiency. The six-year cost is $95.6
million, up $18.9 million (24.6 percent) from the approved six-year total of $96.8 million. However, most
of that six-year increase is from scheduled expenditures being delayed into the six-year period. The total
project cost has been increased for inflation (2.9 percent) and is now estimated at $99.6 million.

A project summary presentation provided to Commissioners at its February 19 meeting is attached
on ©54-65.

The customer benefits of such a system include: monthly billings based on actual water usage,
more rapid identification of leaks, and the ability of the customer to better monitor water usage. For
WSSCWATER, the elimination of the need for manual reading of all customer meters presents significant
cost savings. WSSCWATER would also gain the capability to do more and better analysis of actual water
usage and potential future billing structures.

A study completed in March 2011 identified about $11.4 to $15.4 million in annual savings that
could be achieved upon full implementation, which would provide for a six- to eight-year payback.

AMI vendor proposals were received in December 2019 and a contract award is planned for July
2020.

WSSCWATER and the Council have received some correspondence from WSSCWATER
customers concerned about the potential health effects of the smart meter technology (specifically radio
frequency or RF exposure) as well as privacy issues.

WSSCWATER has information on its AMI project and responses to concerns on its website
(https://www.wsscwater.com/AMI) and will be available at the Committee worksession to discuss this
issue further.

Also, at its February 19 meeting, Commissioners received a briefing'? from Lecka Kheifets, a
Professor at the UCLA Fielding School of Public Health on her report on the potential impacts on human
health of advanced metering infrastructure. In her report™ she concludes that, “the exposures to RF from
smart meters are neither long enough nor strong enough to approach the safety standards set by the Federal
Communications Commission (FCC) and other bodies.”

12 Ms. Kheifets’ briefing slides are available at:
https.//www. wsscwater.com/files/live/sites/wsscwater/files/Commission%20Agendas/2020%20agendas/february/Dr.%20K he

ifets%20AMI%20RF%20Study%20Presentation. pdf

13 Her report is available on the WSSCWATER website at;
https://www.wsscwater.com/files/live/sites/wsscwater/files/ami/Final%20RF %20Report.pdf
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WSSCWATER staff noted at the February 19 Commission meeting that they will brief
Commissioners at the May meeting regarding potential opt-out options. WSSCWATER staff had
previously noted that an opt-out provision would dilute the cost savings expected from early leak
detections and non-revenue water mitigation as well as result in costs for a dual metering infrastructure
and dual billing structure. WSSCWATER also notes the differences between op-out provisions for
electric utilities versus opt-outs for water utilities and provides information on other water utilities. No
water utilities in the Washington DC area or Maryland who have AMI or AMR have opt-out provisions.
Some utilities in other parts of the country offer opt-out provisions but with significant monthly charges
(and one-time charges in some cases).

According to WSSCWATER, installation of AMI technology is scheduled to begin in late 2020.
Project completion is scheduled for late 2024.

AGENDA ITEM #1b

FY20-25 Amendment to the WSSCWATER Capital Improvements Program
e A-101.05, Customer Resource Building, +$13.5 Million
e W-172.07, Patuxent Raw Water Pipeline
e 5-170.08, Septage Discharge Facility

Background

On February 5, 2020, the County Council received a request from WSSCWATER (see ©66-70)
for an amendment to the FY20-25 WSSCWATER CIP to provide for the acquisition and build-out of a
120,904 square toot office building located at 14400 Sweitzer Lane in Laurel, Maryland. WSSCWATER
is seeking the acquisition of this building in order to alleviate space issues at its Richard G. Hocevar
Headquarters Building (RGH), avoid current lease costs, provide needed swing space for renovations at
RGH, improve security by moving all public facing functions to the newly acquired building, provide
needed parking, generate revenue from lease income, and potentially provide for a multi-Agency Service
Center through co-located services with other government agencies.

To offset the initial expenditure impact in FY20, WSSCWATER has identified two ongoing
projects (Patuxent Raw Water Pipeline and Septage Discharge Facility Planning & Implementation) which
WSSCWATER recommends amending to move spending from FY20 to FY22,

A recommendation from the County Executive on this amendment is expected shortly. A public
hearing is scheduled for March 3, 2020.

Cost/Benefit Analysis of the Building Acquisition

WSSCWATER reviewed several cost/benefit scenarios (see ©71) to phase renovations at the
RGH. The scenarios include three building acquisition scenarios (100% finance, 50% finance, cash
purchase) and a no purchase scenario where space is leased during the RGH renovation period.

The lease space scenario would cost $5.9 million over 10 years. All three “purchase” scenarios
result in lower 10-year costs than the lease scenario. A key reason is the revenue WSSCWATER would
obtain from leasing two of the four floors of the building. Annual lease income is projected at $1.6 million
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per year based on current leases at the building. The 100% finance scenario has the lowest net present
value of the options. However, given that WSSCWATER’s debt service is already close to its “no more
than 40% of expenditures™ target, WSSCWATER may need to consider the 50% finance or the cash
purchase. Regardless of the financing option chosen, WSSC will need to incorporate the FY20 fiscal
impact into its long-term fiscal plan and its FY22 spending affordability assumptions for later this fall.

WSSCWATER staff’s responses to Council staff’s questions regarding the amendment are
attached on ©72-75. WSSCWATER staff will be available to discuss the costs and benefits of this

proposed acquisition.
Council Staff Recommendation

Council Staff recommends preliminary approval of WSSCWATER’s Proposed FY21-26
Capital Improvements Program (CIP). Final action on the WSSCWATER CIP will occur at the

Bi-County meeting on May 7.

Council Staff also recommends approval of WSSCWATER’s Proposed CIP Amendment for
the Customer Resource Building acquisition.

Attachments
F:\Levchenko\WSSCWATER\WSSCWATER CIP\FY21 26\ T&E WSSCWATER CIP 3 2 2020.docx
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° Washington Suburban Sanitary Commission
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AGENCY DESCRIPTION

The Washington Suburban Sanitary Commission (WSSC) is a bi-county agency directed by a board of six commissioners, three each
from Prince George's County and Montgomery County. The commissioners are appointed by the respective jurisdiction’s Executive
and confirmed by its County Council.

The WSSC is responsible for providing water and sanitary sewer service within the Washington Suburban Sanitary District, which
includes most of Montgomery and Prince George's Counties and which, in Monigomery County, excludes the Town of Poolesville and
portions of the City of Rockville.

PROGRAM DESCRIPTION AND OBJECTIVES

The principal objective of the Capital Improvements Program (CIP) is the programming of planning, design, land acquisition, and
consiruction activities on a yearly basis for major water and sewerage facilities. These facilitics may be necessary for system
improvements and/or service to existing customers, to comply with Federal and/or State environmental mandates, and to support new
development in accordance with the counties' approved plans and policies for orderly growth and development.

The CIP submission includes all major projects, defined as extensions, projects, or programs involving water and sewer facilities. Major
projects include: water mains 16 inches in diameter or larger, sewer mains 15 inches in diameter or larger, water or sewage pumping
stations, force mains, storage facilities, and other major facilities.

The section following this narrative ordinarily shows only the WSSC project description forms (PDFs) for which the Executive
recommends changes to the Commission's request. Those PDFs would be preceded by project briefs which provide a description of
the change and the Executive's rationale. The cotnplete set of PDFs submitted by the Commission can be found on the WSSC website

at hitp://www wsscwater.com.

In addition, a report noting the Commission's request by project follows the same report outlining the County Executive's
recommendation by project. For this year's proposed CTP budget, these additional documents will not follow this narrative given that
the Executive is not recommending changes to the budget proposed by WSSC.

PROGRAM CONTACTS

Contact Mark Brackett of WSSC's Budget Division at 301.206.8179 or Rafael Murphy of the Office of Management and Budget at
240.777.2775 for more information regarding this agency's capital budget.

CAPITAL PROGRAM REVIEW

This narrative applies only to the Montgomery County and bi-county water and sewerage projects. Projects that serve only Prince
George's County are not included.

Agency Request

The total of $1.67 billion in six-year expenditures proposed by the WSSC for FY21-26 s $132.9 million (8.6 percent) above the
FY20-25 approved total of $1.54 billion. The increase in six-year costs is the net result of cost changes in both the water and sewer
projects with the largest cost increases seen in the Blue Plains Waste Water Treatment Plant projects and the Large Diameter Water
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Pipe Rehabilitation Program.

The FY21-26 CIP request includes 29 ongoing projects, four closeout projects, and seven pending closeout projects. There are four
new projects (including Information Only projects).

The following table compares the proportion of funding for Montgomery, Prince George's, and bi-county projects in the Commission's
proposed CIP:

& # 3 & - = DR O =! 8 -
)
Fy21 6-Year Total Cost

$ (000) [% of Total} $§ {000) [% of Total| $ (000) |% of Total

Montgomery County Water Projects 1,821 0.5% 6,081 0.3% 55,801 1.5%
Montgomery County Sewer Projects 9,637 26%) 29,032 1.5% 55,371 1.5%
Prince George's County Water Projects 36,484 9.7%| 182,193 9.2%] 293,581 2.1%
Prince George's County Sewer Projects 38,756 10.3%{ 133,215 6.7%| 464,580 12.9%
Bi-County Water Projects 85314 22.7%) 677,513 34.1%| 960,670 26.6%
Bi-County Sewer Projects 203,061 54.1%) 957138 48.2%| 1,777,847 49.3%
TOTAL 375,073 100.G%%{ 1,985,172 160.0%{ 3.607.850 100.0%
All Montgomery County Projects 11,458 31%) 35,113 18%| 111,172 3.1%
All Prince George's County Projects 75,240 20.1%| 315408 15.9%| 758,161 21.0%
All Bi-County Projects 288,375 76.5%) 1,634,651 82.3%] 2,738,517 75.9%

Source: WSSC Budget Division.

Executive Recommendation

The County Executive recommends adoption of the FY21-26 CIP as proposed by WSSC.

HIGHLIGHTS

® Add anew information only project, Laboratory Division Building Expansion, which will accommodate an increased analytical
workload and reduce risk by eliminating the need to contract out regulatory compliance testing.

¢ Continue development of capital projects aimed to address long-term issues in water and sewer management including the
Piscataway Bio Energy Project, to address biosolids management, and Advanced Metering Infrastructure (AMI) which
improves billing efficiency, leak detection, system-wide monitoring, and allows for monthly billing,

e Continue water and sewer line infrastructure reconstruction, replacing and rehabilitating 25 miles of water mains and 20 miles of
sewer main in FY21.

¢ Continue to address the consent decrees with the Maryland Department of the Environment (MDE) related to the Potomac
Water Filtration Plant and the Trunk Sewer Reconstruction Program. A

* Continue to support operations at DC Water's facility in Blue Plains. Support to Blue Plains projects represents 27% of the
bi-county and Montgomery County's WSSC six-year CIP.

SPENDING CONTROL LIMITS

In order to reduce the magnitude of water and sewer rate increases, the Montgomery and Prince George's County Councils adopted a
spending affordability process in April 1994, The process requires the counties to set annual ceilings on WSSC's water and sewer rates
and debt (both bonded indebtedness and debt service), and then to adopt corresponding limits on the size of the capital and operating
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budgets.

While the spending limits technically apply only to the first year of the six-year program, the purpose of the limits includes controlling
debt, debt service, and rate increases over the longer term. The FY21 spending control limits adopted by the Montgomery County
Council are shown below with their outyear projections, The first year of the Commission's proposed CIP is consistent with the
approved FY21 spending control limits shown below, as is the County Executive's Recommended CIP for WSSC.

FY21 FY22 FY23 FY24 FY25 FY26
New Debt Requirement ($600) $409,922 | $503,092 | $495,728 | $403,775 $357,972 $379.483
Total W/S Operating Budget ($000) $837,660 | $882.989 | $926,486 | $981,021 | $1,046.657 | $1,098999
Debt Service ($000) $313,865 | $336,142 | $365,610 | $389,665 $415.351 $438,129
Average Rate Increase 7.0% 8.0% 7.0% 7.0% 6.5% 6.5%

Source: Montgomery County Council Resolution 19-293 and WSSC Budget Division.

WSSC'S LEVEL OF BONDED INDEBTEDNESS

Debt Service

The County Executive and County Council monitor the WSSC's bonded indebtedness and debt service level. Total outstanding water
and sewer bond debt has risen 82 percent since FY'15, and total water and sewer debt service is up 38 percent over the same period, as
shown in the following table:

WSSC BONDED INDEBTEDNESS AND DEBT SERVICE

(8 in Millions) ACTUAL |ACTUAL|ACTUAL ACTUAL | ESTIMATED
Fyi1s | Fyie | Fv1i7 | Fvis | Fyio FY20

End of Fiscal Year - Total Outstanding Bond

oo o, i $2.171.4| $2.470.4 2,813.4 3,202.4 3.340.0 3,685.6

Debt (includes Storm Water Drainage Bonds) ' ' $ 8, $ 3,
Outstanding Water and Sewer Bond Debt $1.947.5| $2,284.1| $2,625.6] $3,060.2 $3.205.6 $3.551.2
Total Debt Service - All Operating Funds $248.0| 2285 $250.7] $275.1] $292.7 $319.9
Debt Service as a % of Total Operating Exp. 38.0% 35.7% 36.7% 38.5% 38.5% 39.1%
Debt Service in Water/Sewer Operating Exp. $£222.0 $210.4 $236.7 $257.5 $275.4 $306.3
‘Water/Sewer Debt Service as a % of Total

35.5¢ 33.9% 35.4% 37.0 37.2% 22
Water/Sewer Operating Expenditures 3% 9% ? % 2% 38.2%

Source: WSSC Budget Division
The debt service ratio is projected to be 37.5 percent in FY21.

PROJECTED WSSC DFEBT SERVICE RATIO
UNDER THE COUNTY'S APPROVED SPENDING CONTROL LINITS

Debt Service as a % of Total Water
and Sewer Operating Expenditures
Source: WSSC Budget Division

Debt Capacity

State law provides for the option of a tax levy against alt assessable property in the Washington Suburban Sanitary District by
Montgomery and Prince George's counties to pay for the principal and interest on WSSC bonds. This provision, which would be
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exercised only if requested by the WSSC, does not constitute a pledge of the full faith and credit of the two counties. The amount of
debt that the WSSC issues is therefore a factor in rating agency assessments of the credit worthiness of Montgomery County. In
addition, increasing levels of debt service can lead to increases in the combined water and sewer rate.

"INFORMATION ONLY" PROJECTS

The WSSC is obligated by State law to submit for CIP review and approval only major water and sewerage projects. However, the
Commission under takes other kinds of capital projects which are shown separately in the CIP. These "Information Only" projects
may be included for a number of reasons, including: fiscal planning purposes; to improve the reader’s understanding of the full scope of
a specific set of projects; or in response to a request from one or both of the county governments. "Information Oniy" projects are
subject to review and approval as part of the annual WSSC Operating and Capital Budgets, which are acted on by the Council in the

spring.
The FY21-26 "Information Only" projects include the Water and Sewer Reconstruction projects, Engineering Support Program,

Laboratory Division Building Expansion, Energy Performance Program, Specialty Valve Vault Rehabilitation Program, Other Capital
Programs, 'Arcy Park North Relief Sewer, Advanced Metering Infrastructure, and the Water Storage Facility Rehabilitation Program.

The total FY21-26 budget for the "Information Only" projects is $1,727.3 million, a 27.3 percent increase from the $1,356.5 million
approved for the FY20-25 CIP. This increase is primarily the result of the addition of the Other Capital Programs and Laboratory
Division Building Expansion projects as well as other cost changes throughout the existing projects.

Total proposed FY21-26 spending on the Water and Sewer Reconstruction "Information Only" projects will decrease by $103.7
miliion (9.2 percent). The accompanying metrics for miles of water main replacement and sewer main rehabilitation can be seen below
in the following table.

SMALL WATLER AND SEWER NAIN RECONSTRUCTHON

INCLUDED IN WasC's PROPOSED FY21-26 CIP

Approved FY21-26 FY21-26
FY20 |FY21{FY22|FY23|FY24|FY25|FY26| Total
Water Main Replacement (mi.) 25 25 | 31 | 37 | 42 | 47 | 52 234
Sewer Main Rehabilitation (mi.) 20 20 | 22| 22| 22| 22 | 22 130
Source: WSSC Budget Division
PROGRAM FUNDING

The WSSC CIP 1s funded through a variety of sources described below.

WSSC Bonds

The WSSC raises revenue for CIP projects by issuing water and sewer bonds. These bonds are amortized through periodic charges to
the users of water and sewer services. Bond funding for the I'Y21-26 CIP, as recommended by the County Executive, is $1,599.9
million.

System Development Charge

The System Development Charge (SDC) is a charge to new development to pay for the part of the CIP which is needed to
accommodate growth. The WSSC collects SDC revenue from charges to builders based on the number and type of plumbing fixtures
installed in new construction projects. The County Executive recommends that $14.8 million in SDC funds be used to fund growth
projects in FY21-26.

State Aid
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The total State Aid budgeted for the FY21-26 CIP and recommended by the County Executive is $3.0 million. WSSC asserts that all
Commission projects receiving State Aid conform to the requirements of local plans, as required by the Maryland Economic Growth,
Resource Protection and Planning Act.

Federal Aid
The total Federal Aid budgeted for the FY21-26 CIP and recornmended by the County Executive is $15.0 million.

Municipal Financing

The WSSC CIP contains projects in which neighboring jurisdictions such as the District of Columbia and the City of Rockville join the
Commission in financing the construction of sewerage facilities serving the metropolitan area. These jurisdictions contribute an
agreed-upon share of the project cost. A total of $26.8 million in project expenditures is recommended to be financed by these
jurisdictions during FY21-26.

Contributions

When the actual costs of water and sewerage facilities required to serve new development are estimated to exceed expected revenues,
the difference may be financed by developers in the form of contributions. Contributions toward CIP projects are estimated at $10.2

million for FY21-26.

STATUTORY AUTHORITY

The Montgomery County CIP review process for the WSSC is governed by laws and regulations of the State of Maryland, the Charter
of Montgomery County, and the Montgomery County Code. Relevant projects authorized for Montgomery County review include
only Montgomery and bi-county water and sewer projects.

The Montgomery County Executive reviews relevant WSSC CIP proposals and includes them, along with comments and
recommendations, in the Executive's Recommended Capital Improvements Program Budget. After a public hearing and subsequent
committee work sessions, the Montgomery County Council approves by resolution WSSC's six year capital program and annual
operating and capital budgets, with modifications as desired,

Bi-county projects are projects located completely or partially within Montgomery County or Prince George's County that are
designed to provide service in whole or in substantial part to the other county. A proposed bi-county project may be disapproved only
with the concurrence of the governing body of the county which is to receive the designated service, However, the county in which the
project is to be physicaily located has the authority to direct modifications in project location and scheduling, provided that such
modifications or changes do not prevent the service from being available when needed.

This authority to modify the project location may only be exercised during the year in which the project is first introduced. Thereafter,
the authority to make modifications is limited to those changes that would not result in substantial net additional costs to WSSC, unless
the county directing the modification reimburses WSSC for any additional net cost increases resulting from the modification.

WSSC is responsible for constructing approved capital projects on a schedule as close as possible to the schedule set forth in the
adopted CIP. The Commission is limited to undertaking only those projects which are scheduled in the first year of the program.
However, it is not obligated to implement any project determined to be not financially feasible.

WSSC 35








































































































































































YVIO%W VVAI LN
DELIVERING THE ESSENTIAL




Communications Activities to Date
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DELIVERING THE ESSENTIAL

January 30, 2020

The Honorable Angela D. Alsobrooks, Prince George’s County Executive
The Honorable Mare Elrich, Montgomery County Executive

The Honorable Todd M. Turner, Chair, Prince George’s County Council
The Honorable Sidney Katz, President, Montgomery County Council

Dear Ms. Aisobrooks, Mr. Elrich, Mr. Turner, and Mr. Katz:

The purpose of this letter is to request approval of an amendment to the WSSC Water Adopted Fiscal
Years 2020-2025 Capital Improvements Program (CIP). The amendment provides for the addition of one new
C!P project, A-101.05, Customer Resource Building, and offsetting reductions to two existing CIP projects, W-
172.07, Patuxent Raw Water Pipeline and $-170.08, Septage Discharge Facility Planning & Implementation.
The projects to be reduced fully offset the new project and no increase to the FY 2020 Approved Budget is

required.

At the January 15, 2020 meeting the WSSC Water Commissioners unanimously approved transmittal
of this amendment to the counties for your review and approval.

The table below summarizes the changes to the projects. Amended project description forms are
attached.

FY20 CiP Amendment
FY20 FY20

Budgeted Amendment

A 101.05 Customer Resource Building - 13,500,000
W 172.07 Patuxent Raw Water Pipeline 8,580,000 1,695,000
S 170.08 septage Discharge Facility 12,276,000 5,661,000

sub total 20,856,000 20,856,000

FY2020 Net Change 0

* 7\ Your prompt approval of this CIP amendment is respectfully requested.

o T \

e

Generai Manager/CEO

14501 Swerttzer Lane Main 304 206 WSSC {9772) Emergency 301.206.4002 @
Laurel, MO 20707 Taoll Free 800.828.6439 TTY 3012068345
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bec:

Commissioners
Commission/Corporate Secretary’s Office
Office of the Inspector General

General Counsel's Office

Engineering & Construction Department
Finance Department

Budget Division

Mr. Robert Williams

Mr. J. Kenneth Battle, Jr.
Ms. Canjor Reed

Mr. Brent Johnson

Ms. Mariene Michaelson
Mr. Keith Levchenko

Mr. Rafaei Murphy



Acquisition Options (Preliminary Analysis*)

Purchase 100%

Purchase 50%

Finance Finance Cash Purchase Lease Space
Square Feet (SF) 120,904 30,226
price per SF 3 110.00 $ 22.00
Purchase Amount Financed $ 13,299 440 $ 6,649,720 $ -
add build-out 639,240 638,240 639,240
Annual debt service 824,000 412,000 38,000 -
plus Operating costs 1,269,492
adj - water bill (24,708)
adj - taxes 2 floors (140,456)
less lease income (1,584,541)
less swing lease avoided (664,972)
Net Operating impact {1,145,186) {1,145,186) (1,145,186) 664,972
Annual Impact $ (321,186) $ (733,186) $& (1,107,186) $ 664,972
less Konterra lease option (310,100) (310,100) (310,700)

avoided in Years 4-5

* prefiminary analysis based upon information provided by WSSC's broker; further evaluation required
Note: totals do not include one-time operating costs for furniture ($880k) and IT ($600k)

Acquisition Annual Impacts (Preliminary)
Purchase 100%

Finance

Year O: purchase $ -
Year 1 $ (321,186)
Year 2 3 (355,541)
Year 3 $ (390,928)
Year 4: Konterra avoided $ (737,476)
Year 5: Konterra avoided 3 (784,341)
Year 6 3 (503,584)
Year 7 $ (543.412)
Year 8 $ (584,434)
Year O: Lease savingsends $ 215,679
Sum (Yrs 0-9) $  (4,005,222)
Net Present Value (Yrs 0-30) $ (461,875)

Note: Years 10-30: add 3% inflation

Purchase 50%

€ H SO A AL AP

Finance

6,649,720
(593,542)
(624,965)
(657,357)

{1,000,848)
(1,044,592)
(760,649)
(797,223)
(834,923)
(31,418)

304,205
724 413

Cash Purchase

$
5
$
$
$
$
3
3
$
$
$
$

13,298,440
(827,898)
(856,388)
(885,786)

(1,226,220)

(1,266,843)
(979,713)

(1,013,033)

(1,047,412)
(240,515)

4,955,633
2,667,950

Lease Space

) H H B OO PP

664,972
684,921
705,469
726,633
748,432
770,885
794,011
817,832

5913,154



WSSC CIP Amendment: Customer Resource Building
Questions and Answers

I. Can you elaborate on the current space issues at RGH? As we previously discussed, WSSC had
authorized workyears of approximately 2,200 before the CAP reductions in the mid-2000s. Today
the authorized workyears are 1,776.

As part of the CAP Re-Engineering approved workyears were reduced. However, some of those were
vacant positions and some were outside of the RGH building (including eliminating maintenance Crew
Chief positions at the depots). As for the impact on the RGH, in addition to the expected increased
efficiencies reducing the “permanent” headcount, many of the re-engineering recommendations included
bringing in temporary, non-permanent contractors, only when needed, to meet the workioad. Recently,
contractors working in the RGH building on projects where it would not make sense to hire full-time
permanent employees include the staff augmentation required for Consent Decree pipeline design work,
Cornerstone implementation and other IT project support. In addition to the 864 employees assigned
to the RGH, we have several hundred contractors and temporary employees assigned to the RGH and
additional staff and contractors working next door in leased space at Konterra.

2. When does WSSC expect to begin renovations of RGH? What will the scope and cost of these
renovations be and will this be done as a capital project or within the Operating Budget?

Originally constructed in 1989, we currently expect to resume renovations of the RGH in fall 2020, The
scope includes: replacement of HVAC systems that are inefficient, obsolete and orphaned; replacement
of electrical wiring and systems to bring them up to date and latest code requirements; paint, carpet,
ceilings, including public and commeon areas, including required ADA code renovations; and, new
employee workstations for more efficient space use. Qur current estimate is approximately $2.3 million
per floor (plus annual inflation) for the 10 remaining floors (9t floor and cafeteria are complete). In
addition, the lobby level will be redesigned with the entire One-Stop-Shop (north-end of RGH)
converted into new office space (no cost estimate yet). The RGH renovations will be primarily
completed from capital funds already budgeted annually in the Engineering Support Program (ESP). Oniy
some IT costs and furniture costs for the new workstations will be added to the operating budget
(~$1.1M per floor).

3. Please list all of the WSSC functions that would move to the purchased building.

In the short-term, the Customer Resource Building (CRB) would be used as temporary swing space
enabling us to renovate an entire floor of the RGH, all at one time (avoiding sunk operating costs for
temporary lease space during ongoing renovations). This is the safest, quickest and most cost-efficient
plan for renovating the RGH. Ultimately, the plan is for all customer-facing functions to be moved to
the CRB including: the One-Stop-Shop for all Development Services permitting functions; cashier
functions; and, both Regulatory and Construction inspection services. We also envision that in the
future there is potential to co-locate other local government offices at the CRB to offer improved
service to all County residents.

4. Please elaborate on how security will be improved at RGH by moving all public facing functions to
the purchased building.

By moving public facing functions to the CRB, we will avoid some previously planned costs for security
upgrades to prevent open visitor access including: new security checkpoint scanner systems (similar to
those found in the EOB, Stella-Werner, CAB and Wayne K. Curry buildings); turnstile-type barriers
(similar to Metro) with card readers on employee entry floors; hard-barrier glass doors with card
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readers for elevator lobbies on all floors; and, additional security cameras and monitoring systems.
Nearly all of these costs would have to be added to the operating budget,

5. How much parking does WSSC have now (distinguish between employee and visitor}.

Currently the RGH has 899 employee and Commission vehicle parking spaces in the RGH garage, 170
surfacing customer parking spaces around the RGH, and, via the lease arrangement with Konterra, 34
additiona! parking spaces next door — only while we continue to lease office space from Konterra.

(Total count 1,103).

6. How many spaces does WSSC need to accommodate staff, visitors, and contractors on a regular
basis?

On a “regular” day, we already fill over 95% of the spaces available. On Tuesdays (bid day), and during
special events, we normally have cars double parked in front and across the street, parked around the
circle, and parked in spaces at Konterra - that are over and above our agreed allotment. (Konterra has
formally notified us of our “ongoing pattern of infringement”. The building across the street has gone as
far as to post “private parking only” signs at their entrances.)

7. How many additional spaces will WSSC obtain at the new building (479 is mentioned for the new
building in the PDF, but | assume some of these would be reserved for folks leasing portions of the

building from WSSC).

Spaces are allocated based upon square footage occupied so WSSC would immediately gain half or
approximately 240 additional parking spaces.

8. How much of the purchased 4 story 121,000 square foot building will WSSC occupy? How much
will be leased to others?

Inicially WSSC would occupy the two lower floors. The two upper floors are leased (63,000 SF)
through December 2025,

9. You mentioned that WSSC did a 10 year NPV analysis for the building purchase (versus other
options). Please provide this analysis and the major assumptions included.

For the 30-year Net Present Value analysis we looked at the first 8-9 years to compare the lease vs.
purchase impacts during the renovation period for the RGH building. Year 9 would be the first “post-
renovation” year, used as the new baseline. Years |10-30 are then inflated at 3% and the NPV is

calculated for the 30-year period. See attached.

The attached preliminary analysis assumes: $13.9 million borrowed; 5.0% interest rate on new debt: 30
year life; 3% inflation; 4% discount rate; 2.1% interest rate on income; swing lease costs and Konterra
lease costs are avoided.

10. How much build-out/reconfigurationfrehab will WSSC need to make before or soon after move-
in? Are these costs included in the CIP amendment?

The second floor can be occupied soon after acquisition as the floor is fully finished and needs only
minor changes and IT fit-out. The first floor is approximately 50% finished. These costs are included in
the CRB CIP amendment,
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I'l. How much annual additional revenue will be generated from leasing portions of the purchased
building?

The leasing of the top two floors provides approximately $1.6 million in annual revenue, Leasing the
two upper floors will produce a net positive cashflow for the entire building (not including debt service).

I2. How much lease savings (from moving some WSSC functions from leased space to this building) are
you assuming?

The lease cost (costs avoided) is estimated to be $6.5 million over the 8 years required to renovate the
RGH.

|3. Please note any other major costs/revenues assumed in the analysis.

The preliminary analysis assumes a $13.3 million purchase price plus $639,240 to build-out the first floor
space. The options looked at 100% financed, 50% financed and a 100% cash purchase. Operating costs
were adjusted to remove the estimated water utility bill and 50% of the tax bifl to account for WSSC
Water owning/using the space. The swing lease costs and Konterra lease costs {years 4 & 5) are not
currently budgeted, these are avoided costs. Interest income foregone is included in the analysis.

I4. To offset the building acquisition cost, the proposed action for Wednesday would also include FY20
reductions in two WSSC projects: the Trunk Sewer Reconstruction Program and the Patuxent Raw
Water Pipeline.

Update: In reviewing the amendment item with the Commissioners prior to the meeting, the
Commissioners requested that we not make any reductions/deferrals to the Trunk Sewer
Reconstruction Program. In response, at the Commission meeting, we recommended
reducing/deferring the Septage Discharge Facility Implementation project in place of the Trunk Sewer
project.

I5. What are the impacts of these cuts in each project in FY20?

None. Based upon the latest schedule projections available, the funding amounts cut from the two
offsetting projects would not be spent prior to June 30, 2020.

16. Are these reductions assumed to be cost deferrals (with the expenses restored in FY21 or beyond)
or permanent reductions in these projects?

The reductions are cost deferrals based upon the latest schedule projections. Full funding for both
projects is included in the FY’2| Proposed CIP.

I7. Does WSSC currently have staff in leased space who could move to the new building or to RGH if
the new building is acquired? it looks like the NPV analysis only counts avoided lease costs from
folks who would have to move out of the RGH during its renovations.

Staff currently in leased space at Konterra could be relocated to the RGH. However, our current lease

with Konterra runs through year 3, so we could only avoid that cost in years 4 and 5 (lease option
years}, as shown.
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I8. Are the debt service costs from the two financing options included in the “plus operating costs”
line? If not, where are those costs reflected? How much are the debt service costs per year under

the 50% and 100% financing options?

Debt service costs are shown separately on the Annual Debt Service line for each of the three options.
Adding together the Net Operating Impact line and Annual Debt Service line results in the Annual
Impact line. Debt service costs per year under the 50% and |00% financing options are $412,000 and

$824,000, respectively.
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