State of the Utility Repor t

2017

Message from the Executive Director
Once again, it is my pleasure to report that LOTT had another successful year, meeting our 2016 Performance Plan measures and
continuing our work toward long-term goals. As always, those goals include responsible financial management and continued
accountability to the Board of Directors and LOTT ratepayers. This was a special focus in 2016 as we embarked on the first
biennial budget process, shifting from the annual process used previously.
The Board of Directors led the 2017-2018 budget process with the clear objective of minimizing financial impacts for our
ratepayers. They initiated a thorough reevaluation of planned expenditures in an effort to reduce an inflationary increase in the
monthly service charge. Through much study and numerous work sessions, the Board and staff identified several cost savings
and cost deferral measures that ultimately allowed the Board to lower the adjustment for 2017 to a 2% increase, instead of the
planned 3%. As a result, LOTT’s service charge remains below the average for the Puget Sound area, and the annual percentage
increase in our rates has declined from 5% in 2011 to 2% for 2017.
While LOTT must invest continually in the maintenance, repair, and replacement of our critical infrastructure, we work diligently
to balance these revenue needs with a culture of cost control that has been integrated into every aspect of LOTT business.
Our first biennial budgeting process was an opportunity to walk our talk and reinforce LOTT’s commitment to infrastructure
sustainability while controlling costs, finding efficiencies, and minimizing impacts for our ratepayers.
Another focus in 2016 was completion of phase 1 of LOTT’s Cost of Service Study to evaluate the actual costs of providing
wastewater services and address related policy issues. The effort resulted in an updated cost-effectiveness threshold for
flow reduction measures of $17.38 per gallon and renewed guidance that reclaimed water projects should be driven
primarily by LOTT’s capacity needs, though other opportunities can be evaluated on a case-by-case basis. The Board also
directed staff to explore a potential rebate program to incentivize conversion of septic systems to sewer and to work
closely with partner staff to develop a strategy for phasing in an adjustment to the Equivalent Residential Unit (ERU) to
better reflect current water and wastewater usage data. Phase 2 of the Cost of Service Study is planned for 2017.

Sincerely,

Michael D. Strub, LOTT Executive Director

2016 LOTT Board of Directors

Cynthia Pratt
City of Lacey

Julie Hankins
City of Olympia

Nicole Hill
City of Tumwater
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Sandra Romero
Thurston County

Introduction
Welcome to the State of the Utility Report, an annual review of
the LOTT Clean Water Alliance’s performance over the past
year. This document includes a “report card” comparing LOTT’s
performance in 2016 to goals and objectives identified in the
organization’s Performance Plan.
The report is presented in four main sections, one for each management
area. Each section includes a report card table and annual highlights of
key accomplishments and challenges.
• Utility Management – Managing LOTT’s finances, sustaining existing
systems, and building to accommodate the future
• Treatment and Capacity – LOTT’s primary function – treating
wastewater – and managing capacity to meet community needs
• Community Engagement – Involving community members in a
two-way flow of information and ideas
• Workplace Environment – Managing LOTT’s workforce, maintaining
safety, and preparing for emergencies

Recognition in 2016
2015 Certificate of Achievement
for Excellence in Financial
Reporting by the Government
Finance Officers Association of
the United States and Canada
This was the ninth consecutive
year that LOTT has achieved this
prestigious award. The Certificate
of Achievement is the highest
form of recognition for excellence
in state and local government
financial reporting.
Peak Performance Awards
The Gold Peak award was received
for excellence in permit compliance
for both the Budd Inlet Treatment
Plant and the Martin Way Reclaimed
Water Plant, and the Silver Peak
award was received for the Budd
Inlet Reclaimed Water Plant from the
National Association
of Clean Water Agencies.
Utility of the Future Today
LOTT was one of only 61 utilities in
the U.S. and Canada to receive this
new award, collaboratively launched
by several national clean water
associations with support from
the U.S. Environmental Protection
Agency. The award recognizes
utilities that embrace smart,
sustainable, value-added service

In 2016, LOTT actively managed projects and programs to minimize expenses.
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to their communities.

What is LOTT?
pump stations, sewer interceptor pipelines, and reclaimed
water distribution pipelines.

The LOTT Clean Water Alliance provides wastewater
management services for the urban area of north Thurston
County, Washington. LOTT’s mission is to preserve and
protect public health and the environment by cleaning
and restoring water resources for our communities. To
meet that mission, LOTT owns and operates joint facilities,
including a large centralized wastewater treatment plant,
a satellite reclaimed water treatment plant, three major

The acronym “LOTT” stands for its four government
partners – Lacey, Olympia, Tumwater, and Thurston County.
LOTT is a non-profit corporation that functions like a local
government, with a Board of Directors that includes one
elected official from each partner government.

LOTT continued to work with partner jurisdictions – Lacey, Olympia, Tumwater, and Thurston County – to provide Class A Reclaimed Water for
our communities.
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Utility Management
Managing LOTT’s finances, sustaining existing
systems, and building to accommodate the future

Managing Finances

Building to Accommodate the Future

Financial Benchmarks – LOTT met all of its objectives
related to financial accountability in 2016, complying with
state law and keeping pace with accepted business and
financial standards.

Capacity Planning – In accordance with the Wastewater
Resource Management Plan, also known as the “Highly
Managed Plan,” LOTT is continuously monitoring
and planning to meet our communities’ wastewater
management needs. This includes annually completing
the Flows and Loadings, Inflow & Infiltration and Flow
Monitoring, and Capacity Assessment Reports, which are
used to build the annual Capital Improvements Plan.

Cost Savings – LOTT continued its commitment to
cost control in 2016, actively managing projects and
programs to minimize expenses. Areas of focus in 2016
included continuing progress on asset management,
keeping interest rates low for outstanding debt, value
engineering projects to ensure efficient project design
and construction, and completing cost-saving energy
conservation initiatives.

Capital Project Planning – The Capital Projects
Planning Process Team established their role in actively
reviewing and evaluating proposed projects to prioritize
investments and optimize project designs.

Service Entrance Switchgear Replacement – Completed
in 2016, this was one of LOTT’s most critical projects under
the Asset Management Program. It involved replacing the
Asset Management Program Progress – The Asset
1980 main electrical feed and switchgear that runs from
Management program guides the purchase, use, repair,
the Puget Sound Energy Thurston Avenue substation to
and replacement of LOTT’s many assets: treatment plants,
the Budd Inlet Treatment Plant. The project also separated
pumping stations, pipelines, and
the two main electrical feeds
equipment valued at over $750
that run through the plant
million. The asset management
to five major substations
implementation manual was
for enhanced reliability.
refined in 2016 to establish
Construction required careful
processes for asset inventories
sequencing and coordination
and assessments. Training on
to accommodate multiple
the processes outlined in the
power shutdowns without
manual began in 2016 for
impacting the plant’s ability
plant staff.
to treat incoming wastewater.
Staff from across the
Major Capital Projects –
organization worked together
Several projects to sustain
closely to ensure a successful
existing systems were
and safe project.
completed, including: concrete
LOTT is continuously monitoring and planning for capacity to
leak sealing, digester concrete
meet our communities’ wastewater management needs.
Deschutes Valley Property
support repair, digester building
Master Plan – LOTT reached
gas valve replacement phases 1 & 2, Regional Services
a mid-point in planning for potential future use of this
Center pond filter, blower building roof replacement, and
property. The site may someday host a facility that treats
service entrance switchgear replacement.
raw wastewater to Class A Reclaimed Water standards,
polishes final effluent to reclaimed water quality, or
Work Order Completion Rate – Plant staff continued
produces potable quality water. Future use of the site
their commitment to quickly and efficiently address
will be determined by capacity needs and regulatory
maintenance and other work requests, achieving an 86%
conditions that for now, continue to change. Due to these
rate for on-time completion of assigned work orders.
uncertainties, the master planning effort was suspended
in 2016, and will be revisited in the future when more is
known about future treatment needs.

Sustaining Existing Systems
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Utility Management
Goal

Objective

Plan and manage the utility within
financial benchmarks

Performance

Achieved

Manage finances so that expenses do not
exceed annual adopted budget

Budgeted = $15,127,383

Maintain cash reserves at greater than or
equal to 6 months of average operating
expenses and $3 million for emergency
capital expenditures

Cash reserves > 6 months
operating expenses

Ensure equitable distribution of
costs between ratepayers and new
development

Complete evaluations for 100% of capital
projects to determine proportions
that represent new capacity versus
improvements of the existing system

Projects evaluated = 100%

Yes

Operate within accepted business and
financial standards

Achieve an annual state audit that is free of
findings related to the accuracy of financial
controls and disclosures

Audit free of findings

Yes

Earn the Comprehensive Annual Financial
Report (CAFR) award annually

Received CAFR award for fiscal
year 2015

Yes

Embrace asset management
and use of the triple bottom line
(economic, environmental, and social
considerations) as the operational
standard for all system investment

Complete an asset management
implementation manual that establishes
the process for completing asset
inventories and assessments

Draft manual refined in 2016,
staff training initiated, with asset
inventories ongoing

On Track

Complete capital projects in a
responsible, efficient, effective, and
responsive manner

Compliance = 100%
Achieve 100% compliance with
requirements relating to environmental
evaluations, permitting, public involvement,
and other project-specific requirements

Yes

Successfully deliver projects by
achieving project objectives with input
and support from key work groups
across the organization

Complete business case evaluations (BCEs)
for CIP projects over $500,000

Yes

Expenses = $14,668,726
Yes

Emergency reserves = $3 million

BCEs completed

Future use of the Deschutes Valley site will be determined by capacity needs
and regulatory conditions, which continue to change.
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Yes

Treatment and Capacity
LOTT’s primary function – treating wastewater –
and managing capacity to meet community needs

Managing Capacity

Treating Wastewater

Better than Permit – In 2016, several initiatives were
completed to institutionalize a team-based system for
managing the biological treatment processes at LOTT’s
plants. Both a Process Control Supervisor position and
a Process Control
Reclaimed Water –
Team with staff from
Volume of Wastewater Treated (million gallons per day)
LOTT continued to
multiple work groups
work with partner
were established. Great
Budd Inlet Treatment Plant
2013 2014 2015 2016
jurisdictions to provide
strides were made in
Class A Reclaimed Water Daily Average Flow
11.30 11.82 11.17 12.57
monitoring, improving,
for their use. In 2016,
and documenting
Minimum Monthly Average
9.26
8.83
9.31
9.10
14% of wastewater
treatment processes
flows were treated to
with outstanding
Maximum Monthly Average
13.22 17.28 17.51 17.26
Class A standards.
results. Nitrate levels
Peak
Flow
25.10
32.04
38.12
31.80
in reclaimed water
Energy-Saving
produced at the Martin
Projects – LOTT
Reclaimed Water Daily Average
0.53
0.48
0.52
0.54
Way Reclaimed Water
reduced annual
Plant fell from an
energy costs by
Martin Way Reclaimed Water Plant
average of 7 milligrams
nearly $100,000 and
per liter (mg/L) to less
Daily
Average
Flow
0.04
1.16
1.30
1.27
received over $9,000
than 4 mg/L. At the
as an incentive from
Reclaimed
Water
Daily
Average
0.00
0.98
1.13
1.19
Budd Inlet Treatment
Puget Sound Energy.
Plant, nitrogen levels
Measures completed in
were consistently
2016 included:
better than permit limits, ranging between 50% and 58%
• Installing dew point sensors on air dryers for service air
better than required. Biochemical oxygen demand (BOD)
compressors.
limits were even better – 73% below the permit limit.
Permit Compliance – In 2016, permit compliance at the
Budd Inlet Treatment Plant was 99.99%. Although there
were two sampling errors that caused data to be out of
range, these were not actual water quality violations.

• Participating, at the invitation of Puget Sound Energy,
in a pilot program called SEM (Strategic Energy
Management). The program provides better tools for
tracking savings and improving accountability for
continued energy conservation momentum.

Flow Reduction – The overall goal of the regional Water
Conservation Coordination Plan for the 2013-2018
planning period is to reduce flows by at least 175,000
gallons per day. Nearly 35,000 gallons per day were saved
through 2016 conservation program efforts, keeping LOTT
on track to meet that goal.

• Installing more efficient lighting in the headworks and
digester buildings.

Reclaimed Water Infiltration Study – Progress on
the study continued in 2016, with the water quality
characterization now completed. This work involved
analyzing background data on surface waters,
groundwater, wastewater, and reclaimed water. This
multi-year research effort is of high interest to local
communities, and to the water industry as a whole. LOTT
staff provided numerous presentations about study
efforts to community groups and at regional and national
conferences during the year.

• Replacing fluorescent lamps in the administrative
building with LED lamps reducing energy demand
by 50%.
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Treatment and Capacity
Goal
Protect water resources through high
quality wastewater treatment

Objective
Report permit compliance monthly and
achieve at least 99% compliance

Performance
Budd Inlet Plant
compliance = 99.99%

Achieved
Yes

Martin Way Plant
compliance = 99.99%
Manage and utilize wastewater as a
source of renewable resources

Treat at least 10% of annual average
wastewater flow to Class A Reclaimed
Water standards

Reclaimed water = 1,840,000
gallons per day

Yes

Maintain level of beneficial reuse of
biosolids at 100%

Biosolids reuse = 100%

Yes

Capture and use an average of at least 65%
of the available methane and biogas

Methane and biogas
reuse = 96%

Yes

Proportion of overall
flow = 14%

Energy generated = 2,830,262
kilowatt hours
Energy savings = $203,778
Operate facilities in a manner that
balances environmental, social, and
economic considerations

Operate as a good neighbor to
minimize impacts

Maximize utilization of existing
treatment capacity

Optimize flow reduction to minimize
need for additional capacity

Reduce net overall electrical usage by at
least 5% over the 6-year planning period

Completed several energy-saving
projects, reducing electrical usage
an average of 9.6% in 2016

On Track

Avoid combined sewer overflows into
Budd Inlet, with no more than 1 occurring
annually

Combined sewer overflows = 0

Yes

Avoid releases of partially treated
wastewater into Budd Inlet, with no more
than 1 occurring every 5 years

Releases of partially treated
wastewater = 0

Yes

Achieve 100% compliance with ORCAA air
quality numerical requirements

ORCAA compliance = 100%

Yes

Receive 5 or fewer odor complaints
per year

Odor complaints = 1

Yes

Achieve permit discharge limit of 288
pounds per day or less for total inorganic
nitrogen (TIN) during limiting season
(April-October)

TIN average = 164 pounds
per day

Yes

Achieve permit discharge limit of 671
pounds per day or less for biochemical
oxygen demand (BOD) during limiting
season (April-October)

BOD average = 208 pounds
per day

Yes

Achieve additional flow reduction of at
least 175,000 gallons per day by 2018

Annual flow reduction for 2016 =
34,419 gallons per day

On Track

Cumulative reduction 2013-2018 =
164,799 gallons per day
Build capital facilities “just in time”

Maintain annual average reserve capacity
of 1.5 million gallons per day

Maintained annual average of 1.5
million gallons per day

Yes

Collaborate at the leadership level
to advance responsible utility
management and environmental
stewardship

Report on Board-directed policy initiatives
acted upon each year

Acted on several Board-directed
initiatives

Yes
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Community Engagement
Involving community members in a two-way
flow of information and ideas

Educating the Public

Recognition – An art and education project titled “One
Water: The Infinite Journey” won the Pacific Northwest
Clean Water Association’s Sustainability Award for 2016.
More than 1,200 local students and adults received a
presentation on the importance of clean water, and then
created a piece of art used in a unique hanging mural now
on display in the WET Science Center.

WET Science Center Visitors – The WET Science Center
remained a popular destination for community members
in 2016. The majority of visitors (69%) were from Thurston
County and many (60%) were first time visitors.

School Program – During the 2015/2016 school year,
over 4,200 students
participated in LOTT’s
WET Science Center Visits
education program
2013
and more than 2,000 of
2014
those students toured
the Budd Inlet Treatment
3,677
2,702
2015*
Students
Students
Plant. Post field trip
evaluations showed
3,364
Students
90% of teachers were
“extremely satisfied” with
their experience and
8,618
93% of students “liked” or
Walk-Ins
“really liked” the field trip.
10,653
9,702
Walk-Ins

Walk-Ins

2016
4,705
Students

10,773
Walk-Ins

Interacting with
the Community
Communications – A major
project was completed in 2016
to update LOTT’s website and
to create a website for the WET
Science Center. The new sites
feature improved navigation
and are responsive to the
device in use, whether it
is a computer, tablet, or
cell phone.

Public Perception –
Pre- and post-visit
Transparency – With a
surveys of WET Center
video system installed in the
3,465
visitors show that the
Facilities Use
Board Room in 2015, and the
majority of visitors are
1,939
addition of a Granicus video
1,624
1,458
Facilities Use
more likely to conserve
Facilities Use
Facilities Use
management system for
1,462 Events
1,164 Events
water and know more
638 Events
359 Events
LOTT’s website, the public can
about reclaimed water
16,458 Total
17,222 Total
14,883 Total
17,740 Total
now access agendas and video
after visiting. The
recordings of LOTT Board
* The WET Center was closed November - December for exhibit upgrades
percentage of visitors
meetings from our website.
that approve of reuse
Sharing Knowledge – Meetings and information requests
increased from 47% pre-visit to 89% post-visit.
from industry peers remained high in 2016, as other
Community Events – LOTT staff participated in 21 special
communities, from as far away as the Philippines, sought
events throughout the year, serving both youth and
to learn from LOTT’s expertise and experiences. Areas of
adult audiences.
interest included LOTT’s unique governance structure,
reclaimed water program, education program, treatment
technologies, community amenities, and the Reclaimed
Water Infiltration Study.
40th Anniversary – LOTT was officially formed on
November 30, 1976 with an Interlocal Agreement
between the cities of Lacey, Olympia, and Tumwater, and
Thurston County. The agreement marked the start of a
public partnership that has successfully provided for the
wastewater management needs of our communities as
they have grown and changed over the last four decades.
LOTT marked the 40th Anniversary with a celebration at
the December Board meeting.

Staff participated in the Expanding Your Horizons
conference, helping introduce girls to careers in
science, technology, engineering, and math.
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Community Engagement
Goal
Develop innovative and engaging
educational programs that foster
public awareness and support for
LOTT’s mission

Objective

Performance

Achieve total visits per year equal to or
greater than 10% of ratepayer base

Total visits = 17,740

Achieve and maintain general visitor
attendance of at least 400 visits per month
on average

Total walk-in visits = 10,773

Host field trips for at least 1 grade level
of classes for each of the 3 partner school
districts annually

North Thurston Public Schools
7th/8th grade students = 1,880

Achieved
Yes

Percent of ratepayer base = 17%
Yes

Average visits per month = 898
Yes

Olympia School District 6th grade
students = 1,192
Tumwater School District 5th
grade students = 339
Additional students = 1,294

Achieve tour attendance of at least 500
general public visitors annually

Tour participants = 698

Yes

Accommodate a monthly average of at
least 4 group use events at LOTT facilities

Monthly event average = 7

Yes

Focus educational investments
on key messages and audiences
in an effort to judiciously utilize
ratepayer dollars

Participate annually in at least 5
mission-related events or campaigns
in collaboration with city, county, or
community partners

Collaborative events or
campaigns = 21

Yes

Build public trust by providing open,
transparent, and effective access to
information

Implement proactive communication plans
for every major project and for issues that
have significant public impact

Developed and used
communication plans for all major
projects/issues

Yes

Provide website access to a video record of
LOTT Board meetings

Video recordings of Board meetings
began January 2016

Yes

Website access to meeting videos
began October 2016
Provide initial response for all public
records requests within 5 business days

Records requests = 28

Provide initial response to general public
inquiries within 1 business day for 95%
of inquiries

Inquiries = 761

Develop public trust by proactively
seeking and incorporating public
feedback into LOTT plans and activities

Offer at least 3 different opportunities for
gathering feedback annually

Offered multiple opportunities
throughout the year

Yes

Share knowledge, expertise, and
a commitment to excellence with
industry peers as a means of staff
development and environmental
stewardship

Receive at least 2 awards from professional
organizations annually

Awards received = 10

Yes
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Yes

Initial response in 1 business
day = 98%

Provide at least 2 presentations or authored Presentations or papers
papers by LOTT representatives for peerprovided = 9
reviewed forums or publications annually
Meet with at least 2 utility or industry
peers to share ideas, experiences, and
expertise annually

Yes

Initial response in 5 business
days = 100%

Peer meetings = 31

Yes

Yes

Workplace Environment
Managing LOTT’s workforce, maintaining safety,
and preparing for emergencies

Managing the Workforce

Maintaining Safety

Senior Leadership Team – The Senior Leadership Team
continued its team-based management approach through
work on major initiatives, including capital project
management, information technology governance, and
knowledge management/succession planning.

Safety Training – LOTT’s Safety Manager has implemented
a training schedule that addresses the needs of each work
group and meets all regulatory requirements. LOTT also uses
all-staff safety meetings as an opportunity to share safety
information relevant to the entire organization.

Employee Development – LOTT’s Career Development
and Apprenticeship programs continued to be active in
2016. Staff attended a variety of professional trainings and
conferences to improve job skills and keep up on new
technologies and industry practices.

Security Improvements – The following progress took
place in 2016:
• LOTT continued work with neighbors through a joint
agreement with a security firm to provide expanded
monitoring of areas within and adjacent to the
treatment plant.

Succession Planning – LOTT’s Knowledge Management
Team continued to address succession planning with
efforts to retain staff, and memorialize and share the unique
knowledge gained over long careers. Part of this effort
included hiring two new Operator Apprentices to prepare for
upcoming retirements and improving the consistency and
quality of training provided through LOTT’s apprenticeship
program. The team also developed a framework for a
program to more effectively utilize Senior Operator
knowledge to train new employees.

• A plan was developed to reduce dependence on
contract security services and improve overall security by
establishing an internal security position to be filled in 2017.
• Five security cameras at the Budd Inlet Treatment Plant and
one camera at the Kaiser Road Pump Station were updated
to high definition for improved surveillance.
Wellness – LOTT’s commitment to employee health and
wellness continued in 2016, with high participation in
wellness events and fitness campaigns.
• Once again, LOTT earned the Association of Washington
Cities’ WellCity award, which sets a high bar for promoting
employee health. The award comes with a 2% premium
discount on health insurance rates for the following year.
• LOTT was also recognized as an Early Adopter of
Workplace Health Achievement by the American Heart
Association for 2016.
• A popular new program, “LOTT Moves,” was introduced to
encourage employees to be active at work. The program
offers monthly fitness classes and other events; over 50%
of staff made time for this program since its introduction
in February 2016.

Preparing for Emergencies
Emergency Response Plan – LOTT continually reviews
and updates the emergency response plan and provides
training for implementation.

LOTT introduced a popular new program, which encourages
employees to be active at work by exercising or attending onsite
group fitness activities.
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Workplace Environment
Goal
Maintain status as a workplaceof-choice to recruit and retain a
well-qualified, diverse, and satisfied
workforce

Provide employee development
and support programs that result in
an adaptive, efficient, satisfied, and
skilled workforce

Objective

Performance

Achieved

Maintain an environment in which no more Voluntary exits = 3%
than 5% of staff voluntarily leave for similar
work opportunities annually

Yes

Maintain a monthly average vacancy rate of Vacancy rate average = 4.4%
10% or less

Yes

Achieve journey-level status and fulfill
service commitments for at least 75% of
apprentices

Apprenticeships underway = 2

Provide a variety of professional
development opportunities, including an
active Career Development program

Offered a variety of professional
development opportunities

Yes

Apprenticeships completed = 0
Apprenticeships on track for
completion = 2
Yes

Career development plans
underway = 1
Career development plans
completed = 2

Be an industry leader by cultivating
excellence, innovation, mentoring, and
knowledge sharing

Identify and develop succession plans for
100% of critical functions

Completed hiring to fulfill
critical needs identified in 2013
staffing plan

On Track

Build and maintain a culture of safety
and security

Track and report monthly worker hours lost
due to injury

Time loss = 0

Tracking

Track and report monthly safety incidents

Safety incidents = 19

Tracking

Achieve an L&I experience rating at or
below industry base rate of 1.0

Experience rating = 0.6000

Yes

Promote health and wellness of
employees as integral to worker safety
and productivity

Earn the WellCity award annually

WellCity award earned

Yes

Develop and implement a
comprehensive emergency
preparedness program to protect
people, the environment, and
infrastructure

Develop a comprehensive emergency
response plan by 2018, completing at least
1 section of the plan annually

Plan has been updated

On Track

Conduct at least 1 joint jurisdictional and 1
LOTT-specific training exercise annually

Joint training = 1
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LOTT training = 2

Yes

The Service Entrance Switchgear Replacement project, completed in 2016, was one of LOTT’s most critical projects under the Asset
Management Program.

500 Adams Street NE, Olympia, WA 98501
(360) 664-2333 • www.lottcleanwater.org

