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PROCEEDINGS

MR. HORN: Good morning. I think we'll bring
this show to an openihg. We have a room for 500 people,
and I think we can all count how many of us are here.

Chuck Sutfin, our Water Division Director, was
going to make the opening remarks, but he had to return
to the. office, so I think what I'll do is to more or less
read his opening remarks.

Then I'll read some of the opening remarks that
I had planned this morning, which will give you a brief
rundown really of what we're all doing here this morning,
and we'll go into some of the goals and objectives of
P.L. 92-500 in establishing the Industrial Cost Recovery
System, primarily. We'll touch on User Charges for a
small bit.

Then we'll hand it over to Coopers & Lybrand,
who will get into the nitty-gritty of what they found out
so far on Industrial Cost Recovery.

So, on behalf of Chuck Sutfin, good morning and
welcome to the public meeting for Region V concerning
Industrial Cost Recovery.

The Clean Water Act of 1977 _pequired that EPA --

it's a Congressional requirement EPA look at the efficiency




and the need for Industrial Cost REcovery.

That study is presently being conducted for the
Agency by the firm of Coopers & Lybrand, who are primarily
management consultants, I believe. And today and
tomorrow their findings and preliminary conclusions on
ICR will be explored.

It's important that the public be involved in
this study, and it's EPA's intention that statements
and concerns of the public be reflected in the Final
Report, which is due to be submitted to Congress in De-
cember.

So, the order of procedure for our meeting here
this morning will be roughly as follows:

First, an explanation of the purpose of Industrial
Cost Recovery and the study. At this meeting, this will
be presented by myself -- and I am the Region V Specialist
in regard to User Charges and Industrial Cost Recovery.

Secondly, Mike Townsley of Coopers & Lybrand
will provide a briefing on the scope of the study and the
methology used in its conduct.

Thirdly, a presentation will be given by Myron
Olstein, alsoc of Coopers & Lybrand, concerning the findings
and preliminary conclusions of the study, as well as some

of the possible recommendations which could be made as' a



result of this study.

I think right now I'll put in an appeal for you
all to voice your opinions. You might as well take a
crack at this thing while you've got a chance. I might
even do so.

Following Mr. Olstein's presentation, prepared
statements for the public record will be made; first, by
those individuals who have scheduled a statement in
advance; and, secondly, by anyone else who may have pre-
pared a written statement.

And, finally, an open and orderly question-and-
answer session. We intend for everybody to be heard who
wishes to speak, but I must insist that we follow the
format we've just ocutlined.

We will stay as long as necessary to conclude
this discussion.

We have a Court Reporter with us today, and a
transcript of this meeting will be prepared for the Final
Report, which goes to Congress. For that reason, I must
ask you to speak clearly, slowly, and one at a time.

It deesn't look like there's going to be any con-
troversial issues here, so I suspect we can do that rela-

tively easy.



So, ockay, now Chuck was going to turn this meeting
over to me, 80 now I'll say what I was going to say. I
can be relatively relaxed in this atmosphere.

Welcome. We're glad to see you. We need you.

MR. GALL: Glad to be here.

MR. HORN: You just missed the Division Director's
opening remarks, so you got here in time for mine.

I would also like to welcome you to this public
meeting.

I'm going to go into now a little bit of what
Public Law 92-500 required of a Step 3 grantee. We can
only make grants to municipalities; and can pretty much
dictate really what they must do to satisfy their grant
conditions.

The grant conditions are that they establish a
User Charge System for the operation, maintenance, and
replacement, to paraphrase the law.

In order to give the grant, the Regional Admin-
istrator's got to determine that the Applicant or grantee
has adopted or will adopt a system of charges in which
each recipient of a service will pay its proportionate
share of the cost of operation, maintenance, or replacement
of the treatment works throughout his entire jurisdiction.

And then also has made provision for collecting



7
from industries that part of the Federal grant that
was used to construct facilities that accommodate the
treatment of his industrial waste.

The law's objective, in establishing these reve-
nue systems, is to place the cost of abatement directly
upon the sources for polluttion. And really now, those
costs occurred through two main avenues: operation
and maintenance, replacement, addressed in the User
Charge System; and there is a capital cost, and that is
addressed in the Industrial Cost Recovery System. .Okay.

The purpose of the User Charge System -- and
I've just said to you what that is -- and I've covered
the second paragraph, since I'm ad libbing as well as
reading -- I don't really see too well with these specs.

I think it's important to emphasize right off
the bat that Industrial Cost Recovery was never intended
to be a funding device for the Federal Government. It
was intended as a motivator for industries to recycle
their waste and reduce their discharges.

The success or failure of that intended objective
we will hear a little bit later on from Coopers & Ly-
brand. Really, that's what their study is all about.

Congress had several reasons for putting Industrial



Cost Recovery into effect.

Since not all industries can discharge to a POTW,
it was felt that a construction grant would offer those
that do an unfair competitive advantage; really, they'd
be generating taxes from everybedy, and then be spending
some cf the money tc build a publicly-owned treatment
works-which would accommodate, theoretically at a re-
duced rate, the industrial waste potentiallyof competi-
tors. So the result would be that one industry may be
subsidizing another. They didn't want that to happen.

They wanted to induce industries to discharge
to a Publicly Owned Treatment Works. Sc Industrial
Cost Recovery really boiled down to a 30-year interest-
free loan.

As part of the background, too, there was a moti-
vation to conserve potable water. I think that when they
passed 92-500 it wasn't as obvious to us then as it is
now that potable water is a relatively scarce commodity
in most sections of the country. We don't see it too
much here in” our region, but out West they're suing one
another about who's seeding what clouds to get rain on
which side of the mountains because somebody laid claim

to that water that was in the clouds.



An interesting sideline, too, that we have here
in Region V: Of all the water in the world, 97 percent
of it is in the oceans, unfit for human consumption. Of
the remaining 3 percent, 2 percent is frozen in the ice
caps. S0, 1l percent of all the water in the world is
available for mankind; and 25 percent of that is right
out in the Great Lakes. So it'll give you a little idea
what a tremendous asset the Great Lakes are to this par-
ticular Region. And that's why their preservation, %f
you will, is probably this Region's Number 1 priority,
the preservation of the Great Lakes.

Okay. Since the passage of Public Law 92-500,
Congress has been made aware of many issues raised by
the public relating to the implementation and administra-
tion of ICR and its effect, not only upon the industrial
user class, but the municipalities as well.

Congress also became concerned whether its
intended objectives in establishing ICR were being
achieved.

So, the Clean Water Act of 1977 was enacted,
and it established an l18-month moratorium on ICR payments
while this study could be conducted. Okay. And it also

required the study be conducted, and a report to Congress
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has to be made by this December. It'll give Congress
six months to act.

50, as a result of what you say here today --
and we're a small enough group so we can get together
and have a little bit of a meeting of the minds -- it
may have a very major impact con what the report tells
Congress.

Now, what I'm going to do -- and in the Congres-

sional Record there were nine specific questions asked,

or that have to be answered -- and I forgetthe Congressman's
name. I have it here somevwhere, I suppose -- Congressman
Roberts.

In the outline that was prepared for me by the
Contractor it says that I'll read nine questions, so that's
what 1I'l1l do:

The first question: Whether the Industrial Cost
Recovery program (ICR) discriminates against particular
industries or industrial plants in different locations;

- And do small town businesses pay more than their
urban countexparts?

- What is the combined impact on such industries
of the user charge and ICR requirements?

That's the first series of questions that the



12

Sixth: Wwhether the ICR program encourages cost
effective solutions to water pollution problems?

Seventh: How much revenue will this program
produce for local, state and Federal governments, and
to what use will or should these revenues be put? And,
as I said, it wasn't intended to be a funding device for
the Federal Government.

We'll explore -- and, incidentally, you should
all have a list of alternatives there by the door that
we'll discuss here today that have been prepared by.
Coopers & Lybrand. We might as well get our licks in,
and say if we're going to change it what we want to change
it to.

Eighth: Determination of the administrative
costs of this program, additional billing costs imposed,
costs associated with the monitoring of industrial ef-
fluent for the purpose of claculating the ICR charges,
ancillary benefits associated with the monitoring of
industrial effluent -- which you're going to have to do
under the pretreatment program now, anyway =-- procedures
necessary to take account of changes in the number of
industries discharging into municipal plants, and the
impacts of seasonal or other changes in the characteristics

and quantity of effluents discharged by individual




13

industries?

Ninth: Whether small industries should be exempt-
ed from ICR? And how should "small" be defined? And
is there a reasonable floor that can be established for
ICR based upon a percentage flow?

And, as all of you know, one of the things the
Clean Water Act did do was redefine industries for
purposes of applying Industrial Cost Recovery. 1It's
still a question to be discussed, as to what is an
industry with respect to the User Charge System, at least
the way I view what's been done.

Okay. Coopers & Lybrand has been busy for the
past five months asking questions and gathering data
from a cross-section of viewpoints.

As a final action in their data collection phase,
10 meetings are being held in the 10 EPA Regional Office
cities, to present a summary of the data gathered to date,
as well as a preliminary set of conclusions as to what
the data means.

We would like to here today gather data and state-
ments from those interested parties with whom we have not
had the opportunity to talk in the past, and we want to
present a list of some ICR alternatives which could be

recommended.
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Finally, we want to answer as many of your
questions as we can reasonably answer. Our primary
purpose, though, is to listen to your comments. Okay.

Now, that's the end of the prepared text. I
can't think of any other licks that I want to get in, so
I'm going to turn it over now to Mike Townsley of
Coopers & Lybrand, who will get into the nitty-gritty
of what the contractors found out in their study for the
last five months.

There you go, Mike, you're all set.

PROJECT SCOPE & METHODOLOGY
STATEMENT OF MIKE TOWNSLEY

MR. TOWNSLEY: I'm Mike Townsley, and I was
responsible for most of the data collection efforts in
the Eastern half of the country.

What I'd like to do is talk a little bit about
the scope and methodology that we followed during this
project.

When EPA asked us to conduct the ICR study,
the first thing we did was read the 1972 legislative
history related to User Charge and Industrial Cost Re-
covery, to find out exactly what ICR was supposed to

accomplish.
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Stated briefly, there are two major objectives
contained in the legislative history:

First: Equity, or the equalizing of the assumed
economic advantage for those industries using public
sewer systems, as opposed to those industries treating
their own sewage. Ted mentioned this.

The second objective was: Capacity, or the
appropriate sizing of wastewater treatment plants
with adequate, but not excess, future capacity.

A third objective, but not quite as important or
central as the first two, was to encourage water conser-
vation.

This background material, together with the legis-
lative history related to the 1977 Act, and especially
Congressman Roberts' questions =-- again that Ted read --
and Congresswoman Heckler's emphatic statements on ICR,
served as the frame of reference for us to plan the
study.

Our initial step, in late May of this year, was
to sit down-with EPA personnel, including John Pai who's
with our group in the West, John Gall who's here, and Ted
Horn -- was to put together a shopping list of every

piece of data that we could think of that would help in
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answering the specific questions that Ted raised.

We took this list of data elements, and converted
it into a draft, a sqt of draft survey questionnaires,
one for industry and one for grantees.

The draft industrial questionnaires were reviewed
with the National Food Processors Association, the Na-
tional Association of Manufacturers, and other public
and industrial associations and groups.

After refining the questionnaires, we developed
a survey list:

- We compiled, with EPA Regional Office assistance,
a list of about 100 cities which we planned to visit.
These cities ranged in size from Ravenna, Nebraska, with
a population of 561, to New York City to Chicago. We
eventually visited approximately 120 cities, some of them
more than once if there were industries or industrial
groups of civic groups that were interested and were
raising some issues.

Our standard approach was to attempt to meet
first with the local agency, the POTW; then with any
industrial people, or with any civic or public groups
that showed up for that day.

We mailed these survey questionnaires out in
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advance to the people we were going to meet with so they
would know the kinds of data that we were looking for.
We stressed with them.the participation in the survey
was voluntary, both to the industries and to the grantees.

In some cases -- in fact in many cases -- the
questionnaires were completed after we left, and they
were mailed back to us.

~ We compiled a list of approximately 200 addi-
tional cities that we wanted to use in our telephone_
surveys. We used the same questionnaires, and we mailed
them in advance to the people who we were to be surveying.

- We selected a group of five, which was later
expanded to six, industries for detailed study. Al-
though we were interested in industries in general, we
were particularly interested in those industries which
met one or more of the following criteria: The indus-
tries needed to be:

First, labor intensive;

Second, have low operating margin;

Third, be high water users;

Fourth, were a significant total size of the econ-
omy of the country;

Had some seasonality:
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Had varying degrees of pretreatment standards
required or used,

Industries e;entually selected for our detailed
study were: meat packing, dairy products, paper and
allied products, secondary metal finishers, canned
and frozen fruits and vegetables, and textiles.

A list of seiected establishments in those
industries located in the cities we were going to visit
was prepared, and the survey forms were mailed to ﬁhose
establishments.

Again, most of our survey forms came back to us

by mail.

The entire data collection effort was accomplished

within a six-week period, using up to 10 teams of con-
sultants at a time on the road.

The second step in the study -- and just as
important as the first -- was to develop mechanisms for
public participation in the stgdy. We wanted as much
grass roots involvement with the project as we could get.

We wanted an open study.

We put together an ICR Advisory Group of approxi-

mately 40 individuals representing industrial, environ-

mental, civic, and local government, and congressional
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interests, and relied on them to keep their local members
involved in the study.

I think most of you have heard, through one or
more of those associations, and that's why you're here
today.

We held monthly meetings with this group in
Washington, and transcripts of the meetings were mailed
to anyone interested.

The third step in the project was to summarize
and analyze the data collected. We are currently complet-
ing this task, and have reached some preliminary conclu-
sions as to what the data means -- and I stress the word
preliminary.

Several computerized statistical analyses were
developed, and are currently being refined. We have
looked at enough data to be able to formulate some
possible alternatives to ICR as it is presently constituted.

The purpose of our meeting today is to relate to
you what we found,and to get your reaction to it.

Aftexr these regional meetings are held, we will
put together a draft final report, which will be widely
circulated. This will be some time in mid-November.

Then, in December, we will begin to write our
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final report, which will be delivered to Congress in

late December. The final report will contain recommenda-
tions to Congress, which we cannot guarantee that Congress
will go along with these recommendations.

Now, at this point, I'd like to turn it over to
Myron Olstein, who will relate to you in general terms
what we found, what we think it means, what possible
alternatives can be suggested, and go on from there.

Myron.

FINDINGS, CONCLUSIONS & POSSIBLE ALTERNATIVES
STATEMENT BY MYRON OLSTEIN

MR. OLSTEIN: Good morning. My purpose is to
tell you what we've found during the course of this
study, what we think it means, and then to present some
possible alternatives to ICR.

The data and statistics that I'll be using are
based on our study, but are still in the process of being
evaluated, updated and refined in our Washington office.

Rather than handing out raw data, we summarized
our data imto a handout entitled "ICR Study Data," dated
October 10, 1978. You should have received a copy of
this earlier.

I will add that we have further refined the data
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that's in there, and have some corrections and additions
to make to that, which we'll be happy to discuss after
this presentation.

During our survey, we received data from a total
of 241 grantees, our best data coming from the places
where we actually visited. The data that we obtained
through the telephone surveys, of course, was not as
complete or precise.

We also obtained data from 397 industrial facili-
ties, and most of it through the efforts of trade asso-
ciations. The industrial data is at the plant level,
rather than at the company level.

I have a limited number of summaries of what
I'm going to say. I think if everyone shares, there
should be enough for everyone to look at.

(The documents were distributed)

Let's start out with the things that ICR was
supposed to accomplish, what the legislators had in mind
in 1972:

The ~first thing we looked at was the issue of
equity or the assumed economic advantage, i.e., less
expensive sewage costs for industries using POTW's, as

opposed to those treating and discharging their own
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wastes.

In order to evaluate that, we used a computerized
model which we developed for industrial clients, and we
modified it to reflect both user charge and ICR.
Basically, the model incorporates equations which reflect
the cost of doing business, and enable a company to
evaluate alternatives -- in essence it evaluates the
"make or buy" decision: should the company discharge
into a POTW or should it treat its own sewage?

What we found was that, for some medium or-large
industries having compatible wastes it's cheaper in
the long run to self-treat, even without including ICR,
and that's just the user charges.

This is a very significant finding. What it
means is that, even without ICR or pre-treatment costs,
large industries should, acting from a purely economic
viewpoint, treat their own sewage. This is due to several
tax changes, tax law changes, that were not really known
to the Public Works Committee at the time they passed
the Clean Water Act of '72. They were all enacted some
time after 1972. These included:

- Accelerated depreciation for pollution control

equipment, in some cases over as short as a five-year
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period;

- Investment tax credit for capital equipment:;
and

- The use of tax-free IDB's, Industrial Develop-
ment Bonds, to finance self-treatment facilities.

There are a number of proposed tax law changes
which are now pending before Congress which will, if
enacted, make it even more attractive to industries to
self-treat because of the increased investment tax
credits.

What the finding says basically is that it is
cheaper to self-treat than to use a POTW.

Now, the question is if this is the case, why don't
more industries self-treat?

We discussed this point with a number of decision-
makers in industry, and it basically comes down to a
number of reasons:

- In many cases, an industry may not be geograph-
ically located on a river or stream and must use a POTW;

- In a lot of cases, they just don't want the
hassle associated with self-treatment -- NPDES permits,
sewage plant operations, that sort of thing:;

- And, finally, User Charge and Industrial Cost
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Recovery just hasn't been in effect long enough for
industry to really see its impact.

The significant thing to bear in mind, though,
is that if ICR and pre-treatment costs are added on top
of User Charges, they could be the final straw that
drives industry out of the POTW's, thus making it more
expensive for the remaining POTW customers to use the
POTW.

In particular, EPA's application of pre-treatment
standards is likely to make many industries consider
self-treatment.

Going to the next major point in the '72 Act,
the issue of POTW capacity -- Based on the survey of 241
wastewater treatment facilities from which we obtained
data, the average POTW uses only 68 percent of its
design capacity. The usage ranges from a low of 4 percent
to a high of 120 percent.

It appears that ICR, as presently formulated, has
not acted to put a cap on the construction of excess
future capacity.

The third issue, that of water conservation, is
not as clear. Based on the industries we surveyed, water

consumption has dropped an average of some 29 percent, but
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the industries that we spoke to about it attributed

the water conservation primarily to higher water rates
and to user charges, not to ICR. The reason is that
ICR is a percentage of their combined water bill and the
user charges, and just is not that significant at this
time.

Going on to the specific questions that were
posed by Congressman Roberts in the 1977 Act -- Congress-
man Roberts' questions -- we found that the economic
impact of ICR to date is not significant. This is so
for a number of cases:

- First of all, because ICR hasn't been in effect
for more than a year or two; and

- Most grantees have suspended ICR billings
while the moratorium, the current moratérium, is in
effect.

The exception to this is in those cases where
there are seasonal users or where AWT is a requirement.
In those cases, total sewage costs for industries have
increased by a factor of several times.

The incremental impact of ICR above User Charges
is generally not very great, once again with the exception

of those two cases. However, the combined impact of
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User Charge and Industrial Cost Recovery can be very
significant.

We were able to find only a few scattered in-
stances of plant closings due to sewage costs, but none
were attributable solely to ICR.

The total jobs lost by plants that did close
was less than a thousand, and in every case there were
numerous other factors, such as plant age, which affected
the plant closing decision.

The impact of ICR appears to be greatest in older
cities, particularly in the Northeast, and also in small-
to-medium-sized cities; and, of course, in agricultural
communities where most of the seasonal users reside.

There does not appear to be have been any impact
on industrial growth patterns that can be attributable
to ICR.

We were not able to differentiate the impact of
ICR on small versus large businesses, because very few
industrial plants were willing to disclose production
or sales data.

The cost to industry of sewage treatment is
much greater, by some 50 percent per gallon in the AWT

plants, as compared with secondary plants.
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The incremental cost to grantees to maintain and
operate ICR -- that is, the purely eliminatable cost
above and beyond User Charge cost -- is small, when
compared to the total .cost of sewage, averaging about
$15,000 per grantee per year.

The average ICR revenues per grantee per year
are approximately $88,000, of which $8,800 is retained
for discretionary use by the grantee.

Looking at it strictly from the standpoint of
the amount that's discretionary, we have a cost-to-revenue
ratio of 2 at the present time.

There is more data that might be of interaest to
you which is included in the handout you received, and
both Mike and myself would be pleased to discuss it with
you during the question and answer period at the end of
our meeting.

To summarize our findings and conclusions very
briefly:

- ICR 1s not doing what it was supposed to do.
Right now, relatively few cities have implemented ICR;
and most of those that have have suspended collections.

- Secondly, ICR to date has had no significant

impact on employment, plant closings, industrial growth,
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import/export balance, or local tax bases.

- Finally, ICR is not proving cost-effective in
producing revenues for local or Federal governments, at
least in most cities.

We must realize, however, that the Clean Water Act
of 1972 had societal as well as purely economic objectives.
Among other things, Congress was attempting to avoid
the appearance of using public money to subsidize industries
that we discharging into the grant-funded POTW's.

While our studies have shown that most of the
economic objectives have not been met, the societal objec-
tives of Congress can still be met. Accordingly, it is
appropriate to consider the number of alternatives to
ICR as it now exists.

At this time, I'll ask you to turn your attention
to the "Preliminary Compilation of Possible Study Alter-
natives."

VOICE: 1Is there anyone who doesn't have a copy
of this?

(Documents distributed)

MR. OLSTEIN: That document presents 16 alterna-
tives, ranging from leaving ICR as it is now to the out-

right elimination of ICR.
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I might add that these alternatives are not
mutually exclusive. Some of them could be combined.

I think - would this be an appropriate time
to adjourn the meeting and reconvene to discuss these;
or do you want to take a small break and go into the
prepared statements? Why don't we just take a five-
minute break and give everyone a chance to stretch their
legs, and then we'll get back and resume the meeting
after five minutes?

Is that alright, Ted?

MR. HORN: What I was thinking of, Myron, is
that in Chicago at 12:00 o'clock getting lunch is bad
news in terms of time and wait.

Maybe it would be better to adjourn for lunch
now and reconvene the meeting at, shall we say, 1:15, or
something of that nature.

MR. OLSTEIN: Is that acceptable to everyone?

This will give you a chance to read through that,
and then the first thing we'll get to at 1l:15, I guess,
will be the prepared statements, and then the questions
and answers. Okay. So we'll meet back here at 1l:15.

By the way, if you have any questions you want to

ask either Mike or myself, we'll be happy to answer those.
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(Recess)
STATEMENT OF
JOHN GALL

MR. GALL: My name is John Gall, and I'm Ted's
couterpart in Region I in the Boston Office. Both Ted
and I have been intermittently involved with the technical
advisory group at the Headquarters level.

My purpose today here is to represent EPA Washing-
ton, not EPA Region I.

There's three points, three quick points, that
I'd like to make before Myron goes back into the discus-
sion of the alternatives presented to you:

First, Washington conveys its apologies for
the short notice time on all of these public hearings.
It's a problem in all of the 10 Regions. But we ask you
to bear with us.

As you can understand, we had approximately --
we had 12 months in which to conduct this study, and from
the time it took us to initiate our initial contacts
with Coopers & Lybrand and then to get rolling, it was not
until June that we were in the field. And so, again,
I'd like to convey our apologies for any short notice

that you may have had relative to this meeting.
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As a follow-up to that, the press releases which
have been put out have indicated that both written and
oral statements would-be taken today for the record.

I'd like to expand that a bit to indicate that written
statements will be taken up until November 6th. That

is on the general scope of the study and the presentation
that was made today, as Myron will discuss.

Specific written statements on the alternatives
will also be taken until that date.

We would ask you to send your written statements
both to Ted Horn, with a copy to Coopers & Lybrand. Their
address is 1800 M Street, N.W., Washington, D.C., and
the zip is --

MR. OLSTEIN: 20036.

MR. GALL: -- 20036.

Lastly, as has been mentioned, there are over the
next two weeks 10 similar meetings going on in each Region,
and it's our intent -~ that is the Agency's intent -~ to
try to solicit ds much public input as possible into the
decision-making process. It is necessary I think for us
to emphasize, however, that the final recommendation which
is made to Congress -- and theré's going to be a decision

made at the Washington level -- certainly will consider
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everything that's told to us.

We' do not intend to run this particular study on
a consensual forum of government. We feel that the
meetings we're having will give a great opportunity for
public input; yet, the final decision as I must reiterate
will be EPA's.

With that, I'll turn it back to Myron.

MR. OLSTEIN: After EPA, the final decision will
be Congress'.

All right. Do you all have this handout? 1I°'ll
just go through this quickly. I'm sure you can read the
thing as well as I can, so I'll just highlight each
option.

Alternative 1 is, you know, basically just abolish
ICR. Obviously, that would eliminate the thing that
caused the study in the first place, which was just a
lot of complaints from the grantees, who said they had a
lot of difficulty administering it, a lot of complaints
from industry who said they were subject to double taxa-
tion; and it~would eliminate the inconsistency that is
claimed to be in the ICR charges.

However, the potential disadvantage is that, you

know, ICR was supposed to try to do some things or give
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certain appearances, and now we will be taking away all
of those.

The second approach is designed primarily to get
at the capacity problem. What it would do is base grant
funding for eligible project costs based on current usage
levels. This would also include industrial capacity, so
that to build capacity equal to current capacities would
be at the 75 percent level; then the Federal share would
drop for each increment in capacity above that.

Under this option, ICR would continue to stay as
it is in the current regulations, but hopefully with a
sliding scale like that it would encourage =-- it would
act as a way of encouraging planning, and thus minimize
excess capacity.

The third alternative, we would continue to use
the sliding scale approach and act as a cap on excess
capacity, but it would be based solely on existing do-
mestic usage levels; and thus, you could basically elimi-
nate ICR, because there would be no Federal grant portion
allocable to industrial use.

The fourth alternative is really a minor variant
over the existing approach, which would charge ICR

strictly on treatment works and not on interceptors.
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This would simplify the administration of ICR
and assume more complicated situations, multiple grant
situations.

The fifth alternative would be to base the indus-
trial share of the Federal grant on the incremental cost
basis, as opposed to a purely proportional basis. The
difficulties in doing that I think are probably obvious
to all of us, but if there were some way to -- if that
could be done, that the incremental costs could be easily
determined, it would be a way of apportioning the econo-
mies of scale among everyone.

The sixth alternative would be to make the cost
of constructing the industrial portion of the treatment
works to be at the grantee's option, and in this way
there would be a choice as to whether or not it would be
an ICR situation.

The seventh approach would establish a uniform
ICR rate, which could be on a number of bases, and could
also be established for user groups -- you know, SMSA
codes, at the either three- or four-digit level -- and
this would certainly greatly simplify the administration
of ICR at the local level.

The eighth approach is basically an alternative

method to establishing floors for entry into ICR. Any
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This would be a way of trying to achieve some
equity in the recovery of capital cost, but it would
greatly reduce any flexibility in rate design.

And, finally, would be a method where the interest
component would be added to current ICR requirements.
This might tend to increase industry participation in the
facility plant.

I know that there are some other alternatives
besides the ones we've identified, including the three
on the last page.

The fourteenth is extend the ICR moratorium.

Some people have said that it might be worthwhile to
wait until all of the pretreatment regs were out to see
how they affect industry before we take a really hard
look and decide what to do with ICR.

Fifteenth is just to keep it in its current form.

Option 16, Alternative 16, is just another attempt
to tie down the capacity issue.

There are, of course, others. Any that you would
like to propose, you may send them in either in written
form or verbally at this meeting, and they will go into
this record and will, I assure you, be examined by the

people involved in this study -- not only ourselves, but
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EPA.

So at this point I'll turn the meeting back to
Ted or John.

MR. HORN: I thought that we'd go --

MR. OLSTEIN: Next prepared statements, and then
questions and answers.

MR. HORN: Right.

MR. OLSTEIN: Do you want me to ask for their
statements? Okay.

Is there anyone who has a prepared statement at
this time?

We'll start with the ladies. I'm sure it would
make it easier on our stenographer if you have a written
copy that you could leave with her. It would be very
helpful.

STATEMENT OF
CAROL JOHNSON
SANITARY DISTRICT OF ROCKFORD

MS. JOHNSON: My name is Carol Johnson. I'm the
Business Manager of the Rockford Sanitary Distriét, and
I will be presenting this statement in place of Mr. John
Olson, who is our District Director, who's unable to

attend because he was ill.
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I also have astending with me Richard Eick,
who's our Plant Operations Manager; and Terry Burgeson,
our Accounting Supervisor.

The Sanitary District of Rockford's position
regarding viable alternatives to the Industrial Cost
Recovery system is that Industrial Cost Recovery should
be charged on only those treatment processes designed
solely for the purpose of treating industrial wastewater
characteristics that are atypical of domestic wastes.

The District believes that ICR should be based on
the additional incremental cost to construct an atypical
process necessary for industrial discharges.

Using this criteria, the following are examples
of Publicly Owned Treatment Works construction that
could be subject to ICR:

- POTW prechlorination facilities due to industrial
wastes high in sulfide.

- An alternate sludge disposal method other than
normal domestic sludge because of industrial wastes dis-
charged.

- A surge tank to be used by the POTW to equalize
shock loads of toxic or non-toxic industrial wastes.

- Equipment to monitor and/or control industrial
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wastewater chemicals in the interceptor sewer system or
at the POTIW.

The District also believes that interceptor sewer
systems should be eliminated from the Industrial Cost
Recovery charge unless the interceptors are constructed
solely to serve industry.

Thank you.

STATEMENT OF
LEONARD WEEG
ENVIRO~-SERVICES, INC.

MR. WEEG: My name is Leonard Weeg, and I am
President of Enviro-Services, located at Rockford, Illi~-
nois.

Our firm provides a comprehensive information
service on legislative and regulatory activities of
Federal, state and local agencies.

We submit the following statement on behalf of the
following industries in Rockford: Alloy Plating Corpora-
tion, Amerock Corporation, Elco Industries, National
Lock Fastener, National Lock Hardware, Rockford Products
Company, Sundstrand Corporation, and Surface Improvement
Corporation.

Six of these companies are major manufacturers of
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hardware and fastener products. Each of the eight compa-
nies has extensive metal finishing operations. Six of
the companies have been operating in their present loca-
tion for 10 years or longer, and each has cooperated
with the Sanitary District of Rockford, SDR, to achieve
compliance with its Ordinance limiting the concentration
of pollutants in discharges to the sewer system.

On May 1, 1975, the SDR initiated a User Fee
system and an Industrial Cost Recovery system. This
was in fulfillment of Section 204 (b) {(1})A and B of
P.L. 92-500.

Experience during these past three years leads
the above-mentioned industries to the following conclu-
sions:

First, User Fee System:

- The User Fee System is a fair way of "assuring”
-- and I'm quoting here from P.L. 92-500 -- "that each
recipient of waste treatment services . . . will pay its
proportionate share of the costs of operation and main-
tenance . . . of any waste treatment services provided
by the applicant," Section 204(b)(1)A, P.L. 95-217

2. Calculation of the User Fee is based on

flow, quality of effluent, and surcharge for any toxics.
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These are all factors which can be accurately measured
by POTW's and industry. Users, therefore, have confidence
in the amount being charged.

3. The User Fee System provides an economic
stimulus to all users of waste treatment services to
reduce flow and improve the quality of effluent. At the
wastewater treatment plant of the SDR, considerable pro-
gress has been shown & flow reduction since the User
Fee system was initiated on May 1, 1975.

In the Calendar Year 1974, the average flow in
millions of gallons per day was 52.8l1; 1975, reduced
to 44.44; 1976, to 46.3; 1977, 39.4; and in 1978
through the month of September, 40.7.

Much improvement has also been noted in the
quality of influent to the wastewater treatment plant
of SDR. Violations of its NPDES Permit occurs only
on rare occasions; this occurs when there is an acci-
dental discharge of a slug amount by an industrial
discharger; or when there is a malfunction of equipment
at the treatment plant.

To eliminate the former, SDR is instructing indus-
trial dischargers to install spill containment systems

as Best Management Practice, and these systems have
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been effective.

4. The User Fee System, when compared to funding
for Os&M from ad valorem taxes, has been costly. Admin-
istrative surveillance, and enforcement costs have risen
dramatically since the enactment of P.L. 92-500. o&M
costs have increased 104 percent from 1974 through 1977,
while flow was decreasing 25 percent in the same period.

Implementation of pretreatment standards and
pretreatment regulations will dramatically increase Os&M
costs to POTW's and, obviously, to the users.

Industrial Cost Recovery:

1. The ICR System is basically unfair in that
industry is required to pay a double tax. The source of
funds for grants to expand treatment works are individual
and corporate income taxes, and.local general obligation
bonds. There is no logical reason to again tax industry
through an ICR system.

2. The calculation of ICR fees on a fair and pro-
portionate basis is extremely complicated, if not practical-
ly impossible.

The primary reason for the expansion of the treat-
ment works system in Rockford was the heavy housing devel-

opment around the circumference of the city, and by some
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industrial and commercial development.

Upgrading of the waste treatment process was
not a factor since SDR had previously installed secondary
treatment, firset by the trickling filter process, and
then the activated sludge process.

To charge a company where ICR fees are calculated
on a system-wide basis is grossly unfair, and legally
indefensible. Why should a company located in a portion
of the city not served by any of the expansion projects
be charged for these projects?

To charge a company where ICR charges are calcu-
lated on the basis of only those projects serving a
specific company presents a horrendous administrative
burden to the POTW.

When compared to the simple, accurate calculation
of the User Charge fee, the calculation of the ICR fee
is complex and costly. It certainly would not be cost ef-
fective.

3. ICR fees add little to the economic stimulus
already prowvided by the User Charge system to reduce flow
and improve the quality of the effluent.

4. ICR fees, when coupled with User Charge fees,

add a substantial burden to the operation of a business.
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Coupled with these fees, the high cost to industry of
complying with pre-treatment standards and pretreatment
regulations, and you have an economic stimulus for
industry to become a direct discharger. We know of
several companies who are exploring this possibility.

It is our firm recommendation that Congress amend
the Clean Water Act, P.L. 95-217, to delete Section
204 (b) (1)B, which provides for an ICR system.

Thank you.

MR. OLSTEIN: Are there any more prepared state-
ments?

(No response)

MR. OLSTEIN: Does anyone have a general statement
to make before we get into questions and answers?

(No response)

MR. OLSTEIN: Okay. Are there any questions we
can answer for you while we're here?

Yes, 8ir?

MR. JAESCHKE: I have a question. My name is
Dave Jaeschke. I'm with Chicago Sanitary District.

We're doing final computer specifications for our
Industrial Cost Recovery program, and we're wondering how

many changes are going to perhaps be effected after the
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September 27th regulations?

MR. OLSTEIN: I could not answer that question.
I don't think anyone else could.

The schedule right now, exclusive of regqulations
-- right now the schedule is that this report goes to
Congress by the last day of December, and Congress in
turn has to act within six months of that date. When I
say "act," they can always elect not to and merely, you
know, strike out the moratorium and just revert back to
things the way they were.

So, any one of a number of things can happen by
next July lst.

MR. JAESCHKE: My specific question is, while we
uhderstand they have the option of either keeping ICR
or deleting it --

MR. OLSTEIN: Or changing it.

MR. JAESCHKE: That was going to be my question:
would they possibly change it again?

MR. OLSTEIN: Well, at this point we're dealing
in pure conjecture, and if you will accept that preface
to my remarks.

There is, on the one hand, a lot of dissatisfaction

with ICR in its present form. There's just a lot of
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dissatisfaction, a lot of noise, a lot of concerns being
raised, in a lot of different parts of the United States,
which, you know, goes up through both sides.

But, by the same token, there's a concern for
what I call the societal objectives that were behind
ICR, you know, when it was initially put into the Clean
Water Act, which I translate to mean that there's going
to be something left after all this takes place.

It seems to me these two conflicting objectives
would tend to lead towards something different.

I don't think it's going to be eliminated. I
think there's a chance, a good chance, that ICR in its
present form is going to be changed. But that's just my
guess based on, you know, all the people I've spoken to.

MR. JAESCHKE: Let me go on there. A couple more
specific questions, as long as I have the floor.

Since there is a 25,000-gallon exemption from
ICR, might not there be a 25,000-gallon deduction for
those who are involved?

MR, GALL: May I try to respond to that, or do
you want to?

MR. HORN: No, go ahead.

MR. GALL: I think ycu'wve got to understand -- at
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stations, garages, people with toxic metals, petroleum
products, chemicals -- they do not share in that exemption,
if you will, because they don't have a sanitary equivalent
discharge.

So the whole classification of who is an industry,
you see, gets to be very important. You can't just say
"I've got less than 25,000 gallons;' you've got 25,000
gallons of what? That becomes very important.

You have whole classes or sub-classes of users
who will not get that exclusion, if you will. So, the
question remains: how do you classify and who is an
industry? That's just for Industrial Cost Recovery.

Who is an industry for the User Charge system?
They 're different.

MR. JAESCHKE: Yes. We noticed that the requlations
now make the two lists different. They have been defined
in such phrases, but they were in effect the same.

MR. GALL: Previously.

MR. JAESCHKE: Yes.

MR. HORN: Previously it was my experience the
definition of an industry via the 359058, "any non-
governmental,” so on and so forth, in the SIC Code.

And yet you go to the Yellow Pages, you see, and we've

got a whole bunch of industries or something that is
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hardly a domestic discharge.

Well, the new regulations have to clarify who is
an industry, and how you're going to administer that
program. Anybody who in the User Charge system is somethinc
other than residential -~ in other words, you can have
five classes in the User Charge system. Not all of them
would be an industry or not all of your commercial would
be an industry, because you've got a little commercial
and a big commercial.

You have the introduction in an ad valorem tax
system now of another whole set of criteria, because
you've got residential.

I think it's fairly clear you can identify your
residential classes. And what is a small non-residential
class? You know, that has to be looked at.

What was formerly tax-exempt? Hospitals. Here
you now get into a matter of ownership, you see, rather
than the nature of the discharge.

So there's a lot of things that in terms of guide-
lines have_to be explored. But just as a definition of
industry and the 25,000 gallons a day exemption must be
discussed with a great degree of caution, because you can

get some relatively small volumetric dischargers with
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cyanide and any -- somebody else said, and it might be
something that I just read, in limiting the concentrations
of an industrial discharge.

Well, the pretreatment regulations provide for
the establishment of a mass ~-- not just a concentration,
but a mass -- limitation, and the whole matter of sludge
and what it does to sludge, its useability -- if you can
sell it for farm fertilizer, you can deduct the revenue
from the sale of fertilizer and charge or develop your
rates on the net cost of operation and maintenance, you
see.

So, there's a lot of things that have to be ex-
plored I think in taking a look at this 25,000-gallion-a-
day exemption, or sanitary equivalency.

If I might go on to elaborate, all the work that
has to be done to make anything feasible to administer --

MR, JAESCHKE: Well, we have that pretty well
licked. We're going to probably identify all possibles
in the program, and let them tell us that they'‘'re not.

MR. "HORN: The SIC Code, you see, is deficient
because, first of all, they're classified by their primary
field of endeavor; and, secondly, by ownership.

Take a sausage plant that's owned by a meat
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packing plant. 1It's a Class D manufacturer. If it's owned
by somebody else it's a wholesale trade. Same discharge,
but in one case ownership says you're in it and in the
other you're out.

The SIC Manual is full of things of that nature.
So that's not really a good starting point.

MR. JAESCHKE: Well, we do have a better method
of getting hold of this because we have a computerized
system where we run down the names of companies now
according to SIC Codes and we can visually see each one
without having to just sort them --

MR. HORN: Another way, of course, is to go
through the Yellow Pages =-- let your fingers do the
walking.

MR. JAESCHKE: These lists were originally com-
Piled from the Yellow Pages, so it's basically the same
thing.

MR. HORN: There's a lot of various Chambers of
Commerce in various states who put out lists of industries,
their product, their employment. There are numbers of
sources that we, at least when we take a look at a com-
munity with a treatment plant designed at 100 gallons per

capita, we know they're buying 50, and then we see these
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huge plant designs and all of a sudden they say they've
got no industry, what do they do? In that community
you generate so much waste.

And I think you can start from that. As I say,
in looking at a thousand ~- well, we've improved roughly
200 Industrial Cost Recovery systems and 400 User Charge
systems -- so roughly half of the grant revenue systems
we've improved have involved no industries.

But in our society, and particularly in this Re-
gion where we have 43 percent of the nation's industrial
complex and 44 percent of the population, some 25 percent
of its agricultural enterprise -- so, in fact, Ohio in
terms of discharges, 50 percent of the total discharging
POTW's in Ohio is from the industrial sources; and something
like 44 percent of the industrial discharge in the
State of Illinois is from an industrial source.

So you could work from other statistics under
other programs$, and knowing what the usage is for the
domestic waste, based on primarily the price of water
and other things, you get to know an awful lot about a
community and its industrial discharge long before you
get to the development of a revenue system.

We generally see that in our design and in our
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MR. JAESCHKE: Can I ask one final question?

It was mentioned earlier when will the final
pretreatment regulations be completely out in all 21
industries?

MR. HORN: I couldn't even begin to speculate on
that. I just don't know.

MR. JAESCHKE: There was a rumor going around
that nothing is going to be done on some of the interim
or final standards for quite a long while and everything
will come out in one final copy December of next year.

MR. HORN: I'll turn that one over to our Washing-
ton -- there you go, John.

MR. GALL: Why don't we leave it as a rumor?

I certainly couldn't speak to that. I don't know
what bearing the suit against EPA has on that as to, you
know, whether NRDC will bring us back.

I really shouldn't be speaking to that, since I
don't work in thatSection. Do you want to clarify that?

MR. ALEXANDER: Yes. My name is David Alexander.
I'm now with General. Motors, but I used to be with
Effluent Guidelines Division which generates the requ-

lations. And I'll make this not as a General Motors
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difference, 1 believe. So it's going to take -- if I
remember correctly, I think the last date was some time
in December of 1980,

MR. ALEXANDER: Actually, there are a couple of
schedules that are not official yet, but that were extend-
ed to 1981. In fact, the pretreatment -- the NPDES regu-
lations that were just proposed in August, I believe,
would actually extend the date -- there's a gap in there
between the time the regulations come on-stream and the
time they must be implemented for secondary permits.

That gap had been one year; it's now been extended to 18
months.

That is a partial recognition of the fact there's
some delays.

Now, if I could ask a question as the representa-
tive of General Motors?

MR. OLSTEIN: Yes.

MR. ALEXANDER: If pretreatment regulations and
the like are set up as the electroplating has been set up
would there be any kind of provision for exemption based
on flow, redefinition of certain priority pollutants --
and this ties in, I guess, with the definition of conven-

tional pollutants -- how will ICR in its present form
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respond to that? Will it automatically have to take into
account the specific definition or exemption based on
water flow or the like for specific pretreatment requla-
tions? Do you follow the question?

MR. GALL: Well, I'm not familiar with the specific
exemptions that have been developed on pretreatment regula-
tions.

MR. ALEXANDER: Let me give you an example. One
of the proposed exemptions now is for the electroplating
industry, bracketing it into two different sub-categories
based on greater than 10,000 gallons a day and less than
10,000 gallons a day.

Would that automatically redefine the definition
of industry?

MR. GALL: No, not for the purposes of ICR. I
think we're pretty much constrained as to the definition
of ICR and what we'll go with as exclusions, as set
forth in the 1977 amendments.

I would expect -- although, again, this is subject
to change -~ that the Administrator or the Agency is not
going to change its mind on the 25,000 gallon per day ex-
enmption. And, clearly, we cannot exceed that without a

change in the statute.
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So that, at this point in time, without ‘legisla-
tive changes, I can see no tie between ICR and pretreat-
ment.

MR. EICK: Richard Eick from the Rockford Sani-
tary District.

How is the 25,000 gallon per day limit defined?
Is that annual average, weekly average, or just for one
given date, or what?

MR. HORN: To my knowledge it's not.

MR. EICK: It would be in the future?

MR. HORN: There'll be a guideline that will come
out on the administration of Industrial Cost Recovery,
should it survive, which will have to go through various
ways of calculating the 25,000 gallons per day, defining
its sanitary equivalent, getting into from what sources
and what materials, you are categorically exempt from the
exemption -- in other words, gallon 1 from certain sources
would be subject to INdustrial Cost Recovery, and probably
those which are containing elements which are supposed
to be pretreated and gotten out of the publicly-owned
treatment works primarily because of the emphasis on the
quality of the sludge; as is evident from all of the

requlations, wvhat they want to save is the sludge
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As petrochemical fertilizers become more scarce
and expensive, there is a move to recycle. They want
to save the sludge and they want to get everything out
of it that could be detrimental to its reutilization.

I think in the days of incineration, and so on
and so forth, it was primarily because when you get into
the incremental costs if we're going to go into the
industry and cause the sludge to be incinerated, they're
going to pay for the incineration totally and exclusively.

When you go into the pretreatment regulations,
the cost of the pretreatment is put on industry. That
will not affect the little old widow ladies and orphans
one bit.

So there's a whole new matter of cost allocation
that's going to have to be developed to handle the cost
of handling of industrial extracts. So there's a lot
of new avenues that have to be explored as to why couldn't
somebody sell that sludge as fertilizer and why couldn't
it benefit or be recycled or be reclaimed to be used for
agricultural purposes. Who caused it, and how much they're
going to have to pay for it?

MS. JOHNSON: Would the user of the system -- ba-
sically we discussed that when a system had been approved

if the law changed basically it was still accepted as an
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acceptable user system -- would that be true of the Indus-
trial Cost Reccvery System?

We have an approved system. Will it remain ap-
proved if the law changes?

MR. HORN: I would say, off-hand, yes, subject
to modification, almost all systems that have been ap-
proved have been approved and they have a clause that
they will be flexible and adapt to any future changes in
Federal regulations.

Who can anticipate? I mean there's no possible
fixed document or anything that could anticipate what the
law's going to do in the future.

I think that -- okay, when you come into the
User Charge System, industries -- to service industries
it's going to require three things that are not prevalent
or allocable to the domestic user. Now, you're going to
have the cost of administering an Industrial Cost Recovery
System, if it survives. You're going to have the cost
of a monitoring program on certain industries, your major
contributing industries and others inbred to other
programs.

You're going to have a cost of administering and

setting up a pretreatment program and a pretreatment
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organization, the operating costs to a treatment authority,
and you will then influence the operating of the cost
rates to industry.

Heretofore, rates to industry have been developed
on, not only the cost of treatment, but the cost of admin-
istering the service. And the cost of administering the
service -to industry is going to go up. That means the
rates to industries are going to go up, and they may not
necessarily go up to other user classes,

That's why it becomes very important to classify
your users and put the class costs on the users in that
class. You see, you might get a little bit in your commer-
cial class in some revenue systems. You don'tknow whether
they have toxics or what they have. You do know what the
residential class has. The institutional class you don't
know. Governmental class, again, you don't know. It de-

pends upon how users are classified.

So, again, there's a lot of guideline work, a lot
of explanatory work to be done under the influence primarily
of what remain8 of the Industrial Cost Recovery System and
what influence pretreatment will have.

MR. GALL: I'd like to make one further point.

You brought up an issue, and I think one of the problems that
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Congress is going to have to face is that when you have
systems, say such as yours, where you may have an industry
that had opted for self-treatment for whatever reason,

or maybe specifically for Industrial Cost Recovery, they

may think it equally as unfair to now abandon ICR completely,
as some industry who is in a POTW thinks it's unfair to

keep it.

Those are -- I think there are a lot of underlying
issues that, you know, we really haven't touched upon
today. That might be one of them.

MR. OLSTEIN: Yes, sir?.

MR. WEEG: I have severa. Juestions. Leonard Weeg.
I have several questions that really are not related to
ICR, 'but if I could address them to Ted and possiblyyour-
self, John, on the sludge situation?

Number 1: Assuming that a POTW had sludge quali-
ty so that it could be applied to the land, what would that
POTW do with all the sludge it accumulates in the wintertime
because the ground is frozen, and how would you handle that?

I'm really -- you know, I hear so many -- I read so
much about using the sludge for land application. But there
are a number of real problems involved in doing that.

I wonder whether anyone has addressed themselves to
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finding a solution to that problem?

MR. GALL: I think really that's kind of a case-
by-case -- I hate to beg a question and go that way =-- but
that is in my feeling exactly what you hire an engineer
for, to evaluate all of the potential problems and all the
solutions and to come up with some sound technical recommen-
dations.

I think there has to be a clear understanding at
EPA's level that not everybody's going to be able to put
sludge in a bag and sell it as fertilizer.

What you're saying is one of the technical con-
straints.

I do know, however, that there are some places --
Vermont I think, if I'm correct ~- where they apply it to
the field in the wintertime.

MR. WEEG: But there's the problem =-- the other
question was related, really, to this, and that -- it's
admitted that the sludge would be applied only where it
was good land management practice, which meant that a
farmer would not just automatically put it on his soil. He
would analyze the soil, make up the composition, the pH and
all the rest of it would have to be known.

There aren't that many farmers who are in a position
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to practice land management, such as indicated.

How are you going to handle that? If you put sludge
on the land in the wintertime and pathogens are involved
and present, and the runoff from the frozen soil goes into
a stream? We could have a worse situation than what we
have currently.

This is another practical concern that I have in
the use of sludge.

MR. GALL: Well, the --

MR. JAESCHKE: I might point out here that in Chicago
we have a large sludge pond down-state, and we have very
enormous sludge-holding basins for that purvose, again an
added advantage. You get a lot of separation over the
winter, and you can send the supernate back to the treatment
plant; it has very little fertilizer value other than the
ammonia, and just keep the heavy solvent sludge at the
bottom.

MR. WEEG: Or you get the POTW into the situation
where it can adequately manage the addition of the sludge-
in the type of soil that you're working with.

MR. JAESCHKE: Whether you're in the business your-
self or whether you're giving it away to farmers, the only
way we know of would be to store it in large basins.

MR. HORN: I think, as far as that goes, that
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is part of the treatment process -- well, that's another
whole guidelines subject, if it's part of the treatment
process, the sludge condition, or whatever, where you're
going to store it until it is usable, and part of the treat-
ment process.

Again, there have been some very recent changes as
to what asset acquisitions are eligible for reimbursement
under the grant program.

MR. JAESCHKE: Well, I might point out -- I'm sure
this is true in our agency and probably in others -- that
usually by the time you get this far you're so far up the
crick that you build something like this whether it was
grant—-eligible or not, because usually there's no other
place to go with the sludge.

Most governing boards do wait until the last moment.

MR. HORN: Of course, a lot of these questions
will be answered through our 208 planning process now in
area-wide waste treatment practices, in addition to the 201
facilities planning. I mean it is -- there's another whole
avenue for these kinds of things to be decided.

MR. WEEG: Out in, say, the Rockford area, that 208
planning has been more narrowly practiced than it has in
northeastern Illinois where you've got a very comprehensive

program going in the Rockland area.
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We looked at storm water run-off, you know, and
that's about it. So we're a long way from including sludge
treatment in a 208 planning program.

MR. HORN: But in terms of 208, the objective -~-
it might be just a deficiency in that particular group
which is, of course, established by the Government -- but
I'm sure if they're not now they will be included in the
future, in terms of area-wide waste management practices.

MR. OLSTEIN: Are there any other questions?

(No response)

MR. OLSTEIN: If not, I'd like to:

Number 1, remind you that if you have anything more
you want to add, get it in writing. By November 6th, send
one copy to Ted and one to myself. It will be easier to
send it directly to me. My name is Myron, M-y-r-o-n,
Olstein, O-1-s-t-e-i-n, Coopers & Lybrand, 1800 M Street,
N.W., Washington, D.C. 20036.

Anything we get will go into the record.

I thank you all for coming, and if you have any
more questiong we'll be here for another couple of minutes.

Yes?

MR. ALEXANDER: How can we get copies of your final

report?
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MR. OLSTEIN: 1It's I think --

MR. GALL: We ought to start a list.

MR. OLSTEIN: That's a good idea.

MR. GALL: I think --

MR. OLSTEIN: That type of thing is in the hands of
EPA as far as report distribution.

MR. GALL: We would not be making full copies of
Coopers & Lybrand's final report available for proliferation
across the nation, basically because we expect it to be
about this thick (indicating). We will include all the
survey forms, data compilations, and whatever.

Our preliminary discussions were last week we would
try to put together some type of executive summary. We
did one indication of what the final data has shown us,
and what the types of comments we received in the regional
meetings were, and how EPA -- what the recommendations were
of Coopers & Lybrand, and how EPA distilled that into a
recommendation to Congress.

To that purpose if, as you go out, you utilize the
yellow pad that you may have signed in on, put your name
down again. We'll keep that for the record.

Also, it's most important, of course, to give us
your address and zip code.

MR. WEEG: John, are you saying a copy of the draft
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final report will not be available to the people here
today?

MR. GALL: It had been our intention to make a
copy of the summary -- copy of the final report available.

MR. WEEG: Well, I thought -- I made a note here
that after the regional meetings, that a draft final report
will be available in November. Mike, I think that was
your statement.

MR. TOWNSLEY: Yes, that's true.

MR. WEEG: Will that be available to the people par-
ticipating here?

MR. TOWNSLEY: It will be available to the advisory
group in Washington, which is all the national groups.
And I think the intent was for them to distribute it back
down to their members, if necessary.

MR. GALL: But, obviously, there are a lot of people
who are not members of the advisory group.

The best thing I could say is we can take that
under advisement as a suggestion to what we may do in the
draft report stage. And I clearly would not like to
make a commitment.

One of the problems we will have will be timing.

If C&L delivers to us a draft report in late November,
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we will have less than four weeks to get it to Congress,
as we are mandated in the legislation. So that making

the draft report available to you may not be as beneficial
as making the summary copy of the final report.

MR. WEEG: The final report is what you will be
submitting to Congress?

MR. GALL: That's correct.

MR. WEEG: The timing on that concerns me, because
whatever the findings are may determine some legislative
involvement that certain people like ourselves may have
with respect to input to Congress.

MR. GALL: Well, to the extent -- we will attempt
to make available a copy of the final -- a summary of the
final report to you, which will be concurrent with that
delivery to Congress.

MR. WEEG: All right.

MR. GALL: I don't --

MR. OLSTEIN: Let me try to answer. I think our

GTR on this project that John Pai has opened -- and if we

say to him, you know, that there are so many people interestec

say 30 or 40 throughout the United States, who would like a
copy of the draft, I think he'd be more than happy to

provide that.
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What the concern would be is if we find ourselves
with some kind of, you know, huge administrative problem
on our hand, trying to put a lot of copies of something
in the mail.

If you just indicate that on the yellow sheet, I
think, you know, John would be happy to -- unless it becomes
onerous. That would be the only case where he might
not.

MR. BENIGNI: What use will be made of any
comments that we might make on ICR? Are those going to
be summarily answered by EPA before submission to Congress,
or will they go with your draft, or what?

MR. OLSTEIN: Well, I think what we have here is
a fairly typical Congressional mandate to study, and there
are certain review cycles that these things go through.

One of the review cycles will be within EPA, where
we will have to basically -- it'll be determined in the
review whether we have adequately addressed, you know,
issues that were raised in the public hearings.

I think you've seen the type of issues that were
brought up here. Presumably, we'll be reviewing at the
same level in the other nine regions at the EPA review

state. You know, that question will be addressed, have we
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adequately dealt with all of the public input?

In addition to that, after it goes beyond the EPA
review, that review will go through review by the appro-
priate committees on the Hill during the month of December
before the final report goes in.

So, you've got not only our internal, you know, the
review we're doing now; you've got the review through the
advisory committees -- and I know you have at least one
association, actually two that sit on the Advisory Committee
that we have. Then you have EPA review, then you have,
you know, review by the Hill committees.

So, actually, we've gone through four levels of
review. And if we've left, you know, some comments unan-
swered, we'll have to go back and answer them.

Okay. I thank you again.

(Whereupon, at 1:05 p.m., the hearing in the above-
entitled matter was adjourned, to reconvene at 10:00 a.m.,

Tuesday, October 17, 1978.)
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75206, SMU student representing SMU.
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Ed Donahue, Coopers & Lybrand, Washington, D.C.

John Pai, EPA

Arvel Wilson, EPA Region VI

MR. BURLESON: Good morning. My name is Ned Burleson
I am Chief of the Municipalities Facilities Branch, Region IV
in Dallas, Environmental Protection Agency. As such I am
responsible for the construction grants program in a five-
state region overseen by Dallas. It is my pleasure to welcome
you today to participate in this meeting which is part of
EPA's study of the Industrial Cost Recovery. It is EPA's
sincere intention that the public be involved in the study
and that the public's statements and concerns be reflected in
the final report to Congress in December.

In order to make certain that everyone has the oppor-
tunity to be heard, we must have a simple, understandable and
orderly meeting.

With this small group, I don't think there is going
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to be any problem anyway. The fact of the matter is, if every
one would like to, we can move down front and be a little bit

more informal group. Since I don't see a stampede, we will go

ahead.

You are welcome to come on down front.

First of all, John Pai, who is with our headquarters
in Washington, is Project Officer on this particular study.

Mr. Alan Brown to my far left; Mr. Ed Donahue to my
immediate left, with Coopers & Lybrand.

Mr. Pai will more or less give the purpose of the
ICR study, and he is our specialist in the user charge and
Industrial Cost Recovery area.

Representatives of Coopers & Lybrand will then give
a project scope and methodology, and then present the findings
andrconclusions of the studies.

After these presentations, prepared statements will
be accepted by individuals who have scheduled a statement in

advance. At this time we only have one such statement that

has been scheduled by Dr. Rice.

Following that, any other prepared statements. Any-

one else who has a written statement, may then present their

statements.

Following the prepared statements, questions and

answers in an open but orderly discussion will be accepted.



K WASHINGTON, D.C. 20024 — (202) 534-9148

745 THIRD STREET. 5.W —

STEPHEN B. MILLER & ASSOCIATES

We intend for everyone to be heard who wishes to
assist. I must insist we follow the format I just outliaed.
The ICR is a topical issue and we want Congress to be aware
of grass roots concern related to ICR. We will stay as long
as necessary to conclude this discussion. We have a court
reporter with us today and a transcript of the meeting will
be appended to the final report which goes to Congress. For
that reason I must ask you to speak clearly and slowly and
one at a time.

Without further ado, I will turn the meetind over to
Mr. John Pai, who will explain the purpose of the ICR study
in the meeting.

MR. PAI: Thanks, Ned.

Good morning. Again thank you for coming. My name
is John Pai. I am from EPA headquarters in Washington, D.C.
As Ned pointed out, I am Project Officer for the ICR study.

This is one of the ten public meetings that we will
hold around the country in the next coming two weeks.
Concurrently with today's meeting here in Dallas, we have a
similar meeting in Chicago.

The purpose of this meeting :ig twofold. Number one
is we want to have sort of an experiment procedure, we want

to get the public involved in the government decision-making
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process. Ih. a way this is a little different than any other
public meeting in that we come to the meeting with a complete
open mind, without any set recommendations as to what we feel
thg ICR future course may be.

In the handout you may see we have proposed about 1€
alternatives to the future course of ICR. We are not endorsi
any of them at this time.

One of the purposes of this public meeting is for yc
to be part of the decision-making process and tell us what yc
think about any of these alternatives and then summarize all
the input from public meetings, then we will prepare our draf
report, and again put this in comment before we submit the
final report to the Congress.

Another purpose of the meeting is for an opportunity
for everybody who is more or less interested in ICR or affect
by Industrial Cost Recovery to have an opportunity to be here
and to discuss what it really is. I understand ICR is really
a new issue to many of you; and if you don't have any comment
at this time, you can sit down and hear what other people
think about it, and get some fundamental understanding of it,
and if you cAdose to have, after the meeting, if you have
any other comments, I think we would extend the written commen

period to the close of the business day at the end of this
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month, October 31. So if you have any additional thoughts
about ICR or the total cost of Industrial Cost Recovery, u&er
charge, generally relative to the construction grants program,
under the cost as related to you, please send your written
comment by October 31, either to the regional office, Mr.
Arvel Wilson, or to me in Washington, D.C.

But for those who do not know my address, please stop
by and I will give it to you.

Another thing I want to point out is, even though
this public meeting is to ain inputs from you to make a final
decision to the Congress, I want you to be aware that this is
only one of the public meetings to be held around the country.
Comments and suggestions will be received all over the country,
and in addition to that it will be incorporated with the EPA
program policies, and the intent of the Congress, so what I
am trying to say is that the final decision as to what to
recommend to Congress will be made by EPA. However, it will
consider all the valid comments and suggestions provided us.
The future course will eventually be determined by legislative
action from the Congress and may be based on EPA's recommenda-
tions. So the point is the more that you input to the study,
the better Congress would be able to respond to what you really

feel about the future course of ICR.
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Again I want to apologize for the short notice that
we gave you for this public meeting. We are on a very tight
schedule to get this submitted to Congress. I want to thank
Ned here for his and his staff's assistance to get this
meeting underway, and without further ado, I will turn it ove
to Coopers & Lybrand, and they will give you discussion of wh
we have done up to this point.

Mr. Alan Brown of Coopers & Lybrand.

MR. BROWN: Good morning. My name is Alan Brown
with Coopers & Lybrand. I was responsible for the data
collection effort in the western half of the country in the
survey.

As you are all aware, the passage of the Federal
water Pollution Control Act amendments of 1972, Public Law
92-500, intended that a waste water traatment facility be
operated as nonprofit public utilities. Section 204 (b) of the
Act required grantees to develop and maintain two kinds of
rate systems.

The first was a user charge system, designed to
recover the operating , maintenance and replacement cost of th._

recovered
treatment sys€ém. Costs were to be / from all users of the
system on a proportional basis related to useage. The other

kind of charge was Industrial Cost Recovery charge, specifical.,
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designed to recover from industrial users of the sewer systems
portion of the EPA grant allocated to the construction of
sewage treatment capacity for industrial use.

While some jurisdictions disagree with EPA's regula-
tions and guidelines related to user charges, most grantees
tend to agree in principle with the idea of an economic ally
self:sufficiént waste water treatment systemsg.

ICR, on the other hand, 'is a topic which has caused
considerable debate over the last six yearss.

In response to many questions and much discussion,
Congress in December of 1977 enacted the Clean Water Act of
1977, Public Law 95-217. This Act made several modifications
to the 1972 Act, and one of the requirements of the.1977 Act
was set forth in Section 75, which specified that EPA would
study the "éfficiency of, and need for, " ICR. The study was
to include, but not be limited to, an analysis of the impact
of ICR upon rural communities and on industries in economicall
distressed areas or areas of high anemployment. The report
must be delivered to Congress by December 31, 1978.

In May of this year, EPA contracted with Coopers &
Lybrand tc conduct an ICR study.

The purpose of the ICR study was to carry out the

instructions of Congress. The basis for our scope of work was
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basically the questions inserted in the Congressional Record
of December 15, 1977, by Congressman Roberts.

Just to be sure we are all familiar with the question
I am going to read them so you will know what they are.

Congressman Roberts said, "It has long been -the inte
of Congress to encourage participation in publicly owned
treatment works by industry. The conferees are most concerne
over the impact the Industrial Cost Recovery provision of
existing law may have on industry participation on these publi
systems. Accordingly, the Industrial Cost Recovery study,
Section 75, has been incorporated in the Conference Report,
and EPA is encouraged to submit the results of the study as
soon as possible, so that Congress can take action on any
recommendations that are forthcoming.

"It is expected that the Administrator consult with
all interested groups in cdonducting this study and that the
study will address at least the following questions.

"First, whether the Industrial Cost Recovery
discriminates against particular industries or industrial
plants in different locations, and do small town businesses
pay more thas their urban counterparts? What is the combined
impact on such industries of the user charge and ICR require

ments?



745 THIRD STREET, SW. — WASHINGTON. D.C. 20024 — (202 554.9148

STEPHEN B. MILLER & ASSOCIATES

13

"Second. Whether the ICR program and resultant user
charges cause some communities to charge higher costs for wast
water treatment than other communities in the same geographica
area? (Some communities have indicated that disparities in
ICR and user charges affect employment opportunities.) Whether
a mechanism should be provided whereby a community may lower
its user and ICR charges to a level that is competitive with
other communities in order to restore parity?

"Third. Whether the ICR program drives: industries
out of municipal systems, the extent .0f community impact.

"Fourth. Whether industries tying into municipal
systems pay more or less for pollution control than direct
dischargers?

"Fifth. Whether the ICR program encourages conserva-
tion, the extent and the economic or environmental impact?

"Sixth. Whether the ICR program encourages ef§t
effective solutions to water pollution problems?

"seventh. How much revenue will this program produce
for local, state and federal governments, and to what use will
or should these revenues be put?

"Eighth. Determination of the administrative costs
of this. program, additional billing costs imposed, costs

associated with the monitoring of industrial effluent for the
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purpose of calculating ICR charges, ancillary benefits
associated with the monitoring of industrial effluent,
procedures necessary to take account of changes in the number
of industries discharging into municipal plants, and those
impacts of seasonal or other changes in characteristics and
quantity of effluents discharged by individual industries?

"Ninth. Whether small industries should be exempted
from ICR? How should"small" bhe defined? 1Is there a reasonak
floor that can be established for ICR based upon percentage
filow?"

Coopers & Lybrand has been busy for the past five
months asking questions and gathering data from a cross-secti
of viewpoints. As a final action in the study, ten public
meetings are being held in the ten EPA regional office
cities, to present a summary of the data gathered to date
as well as a preliminary set of conclusions.

As John told you earlier, we would like to gather
data and statements from those interested parties with whom
we have not had the opportunity to talk, and we would like ta
present a list of some of the alternatives to ICR which
could be recofimended.

Finally, at the end of the day we would like to

answer as many of your questions as we can reasonably answer.
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Our primary purpose though is to listen to your
comments.

With that, I will go into very briefly the scope
and methodology of the 'project and how we went about our data
collection effort.

When EPA asked us to conduct the ICR study, the first
thing we did was to go back and read the 1972 legislative
history-to the Act related to user charge and Industrial Cost
Recovery to find out exactly what ICR was supposed to accompli

Stated briefly, we found two major ideas contained
in the legislative history.

First,was the idea of equity, or an attempt to equal
the assumed economic advantage; namely, less expensive sewage
cost, for those industries using public sewer systems,as
opposed to those industries treating their own sewage.

And the second idea was that &af capacity or the
appropriate sizing of waste water treatment plants with
adequate but not excessive future capacity.

A third idea, but not as central to ICR as the first
two, was an attempt to encourage water conservation.

Thie background material with legislative history
related to the 1977 Act and especially Congressman Roberts'

questions and Congresswoman Heckler's emphatic statements
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on ICR, served as the frame of reference for the plan of this
study.

Now, the initial step in late May of this year was tu
sit down with EPA personpnel, including John Pai, John Gall,
and these are User Charge/Industrial Cost Recovery specialist
from Region I, and Ted Horn from Region V, and put togethar
what we call a "shopping list" of every piece of data that we
could think of in answering the specific questions already
asked about ICR, and some other questions related to User
Charges.

Now, we took this list of data elements, and convert
it into two draft survey questionnaires, one for industry and

92-500
one for grantees that had received/monies.

The draft industrial questionnaires were reviewed
with the National Food Processors Association, and the Nationa:
Association of Manufacturers, and other public and industrial
associations and groups to get their input.

After refining the questionnaires, we developed a lis-
of people to survey. We compiled with the EPA regignal offio
assistance, a list of approximately 100 cities which we plann
to visit in person.

These cities ranged in size from Ravenna, Nebraska,

which has a population of about 560, to cities like New York

and Chicago.
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We eventually visited approximately 120 cities, some
of them twice, if there was strong local interest in the study.
Our standard procedure was to meet first with the local agency
responsible for wastewater and then later in the afternoon, or
later in the day, if there was interest with any local industry
civic associations or public groups.

We mailed survey questionnaires out ahead of time to
people we-were going to meet with, so that they knew the kinds
of data we were looking for. We stressed that participation
in the survey was voluntary.

In many cases, after we had mailed out the questionnair

mailed
people / back completed questionnaires rather than meeting
with us personally.

After our original list of 100 cities for personal
visits, we also made an additional list of 200 cities for
telephone surveys. We used the same questionnaires in the

telephone survey that we used in our personal visits, and these
were mailed in advance to the people who were to be surveyved.

We also compiled a group of five, which was later
expanded to six, industry groups for detailed study.

Although we were interested in industry generally,

and the impacts of ICR in industry in general, we were

particularly interested in industries which met one or more of
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the following critera. We were looking for industries that
were labor-intensive, had low:dperating margins, were high
water users or were either large or very small size industrie~
industries thathad seasonal flows, or industries that were
particularly impacted by pretreatment requirements.

Based on these criteria, we looked at a. large number
of industry groups and the industries eventually selected for
detailed study were the meat packing industry, dairy products
industry, paper and allied products, secondary metal products
canned and frozen fruit and vegetables, and the textile
industry. A list of selected establishments or plants in
those industries located in cities we were going to visit or
telephone interviews was prepared and survey forms mailed to
those establishments. The entire data collection effort was
accomplished in six weeks, using ten teams of C&L consultants

The second step in the study, and just as important
as the first step, was to develop mechanisms for public
participation in the study.

This meeting today is another step in that direction.

what we wanted was grass roots involvement and we
wanted an open-study. We put together an ICR Advisory Group
of approximately 40 individuals: representing industry, environ-

mental, civic, local government, and Congressional interest,
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relied

and on them to keep their local chapters involved in the
study. Monthly meetings were held in Washington and trans-
cripts of the meetings were mailed to anyone wanting them.

The third step in the project was to summarize and
analyze the data collected in our personal interviews and
telephdne interviews. We are currently completing this task
and have reached some preliminary conclusions as to what the
data means.

Several computerized statistical analyses have been
developed and are currently being refined in Washington.

We have looked at enough data we think to be able to
formulate some possible alternatives to ICR as it is presently
constituted.

The purpose of our meeting today is to relate to you
what we found and to get your reaction to it.

After these regional meetings are held, we will put
together a draft final report which will be widely circulated.
The dtaft final report is scheduled to be written sometime in
mid-November. After we have circulated ‘the draft final report
in December, we will begin to write our final report, which will
be delivered to Congress in late December. The final report
will contain recommendations to Congress.

We cannot of course buarantee that Congress will act

on our recommendations.
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Since ycu are all interested in our findings and
conclusions, I will turn this meeting over to Ed Donahue, relat
what we have found, what we think it means, and what possible
alternatives could be suggested.

MR. DONAHUE: Good morning. Before I get started,
we do have coffee outside if anybody wants coffee.

My name is Ed Donahue, and I am Project Manager for
C&L on this study. I am here to tell you what we found during
the course of the study, what we think it means, and then to
present some possible alternatives. The data and statistics
I will be using are based on our study, and are currently
being studied, validated and refined in our Washington office.

Rather than hand out raw data or computer printouts
that are understandable only to a few people, we have summarize:
our data into a handout entitled "ICR Study Data," dated
October 10,1978. You should have received copies of this hand-
out earlier. The final version of the data analyses, including
all computer printouts, will be appended to, and included in,
our final report to EPA which EPA will then review and pass on
to Congress.

Without further delay, let's take a look at the data.
I want to point out, though, the data is averaged data and
requires careful thought before using it.

Just on the statistical side, we eventually got data
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from 241 grantees, 241 cities that took EPA money to build
wastewater treatment facilities. The best data came from
places where we actually visited. The data obtained through
telephone surveys was not nearly as complete or precise, al-
though a lot of it was useable.

We also obtained data from 397 industrial facilities,
most of it through the effort of trade associations. The
industrial data is at plant level, rather than company level.

Looking at the major issues before looking at specific
data, the first thing we want to address is the issue of equity,
or the assumed economic advantage; namely, less expensive
sewage costs for industries using POTWs versus those--before
I get any further, the term POTWs, Publicly Owned Treatment
Works--if anybody here is not familiar with some of the
terminology and jargon of wastéwater traatment, we do have
a glossary of terms available at the desk in the back of the
room,

The first thing we wanted to look at was equity,or
assumed economic advantage; namely, less expensive sewage
costs for industries using POTWs, versus those treating and
discharging their own wastes. We used a computerized model
which we as auditors and tax people had developed for our

industrial clients, and modified it to reflect User Charge
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and ICR situations. Basically, tbe model incorporates a seri
of equations which treflects :thd costs of doing business, and
enables a company to .evaluate alternatives--in essence, a
"make or buy" decision--should the company use a POTW or shouu
it treat its own sewage? What we found was that for some
medium or large industries having compatible wastes, it is
cheaper in the long run to self-treat, even without including

--just using
ICR costs,/ User Charges. This is a very significant finding.
what it means is that even without adding ICR or pretreatment
costs, large industry should, from an economic viewpoint, treat
their own sewage. This is based on several tax changes--this
conclusion is based on several tax changes that were not rea’
known to the Public Works Committee when it wrote User Charge
and ICR provisions of 92-500, because these tax provisions
were written by the Finance Committees, and enacted after the
passage of Public Law 92-500.

Basically there are three things that affect the
tax advantages of self-treatment.

The first one, accelerated depreciation over a five-
year period for pollution control equipment.

The Becond one is investment tax credit for capital

equipment.

The third one is use of tax-free IDBs or Industrial
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Development Bonds to finance self-treatment facilities.

The proposed tax law changes now pending before
Congress--some, I am hot sure.which ones were enacted yesterday,
but a whele bunch of additional ones which the next Congress
will- take up--these proposed. tax.law changes, if enacted, will
make it even more attractive to industries to self-treat because
of the increased investment tax credits proposed.

What this finding says is that for many industries
it is cheaper to self-treat than to use a POTW. If this is
the case, why don't more industries self-treat?

There can be several reasons. First of all, they may
not be geographically located on a river or stream or body of
water where they can't 1 discharge directly so they have to
use a POTW. Or in many cases, the second situation, they just
don't want the hassle of self-treatment. They donlt want to
have to get an NPDES permit, they don't want to have to have
wastewater operators and all the things that go with it.

The third thing, probably just as important as the
second, the UC/ICR systems have not been in effect long enough
to show their eventual impact. The significant thing to bear
in mind, though, is that if ICR and nretreatment ¢asts are added
on top of User Charge, they could be the final straw that
drives industry out of POTWs, thus making it more expensive

_ customers
for remaining POTW / to use POTW.
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In particular, EPA's application of pretreatment
standards is likely to make many industries consider self-

treatment, depending upon how EPA applied its pretreatment

standards.

The second major issue of the ones in legislative
history is that of POTW capacity.

Based on the survey of 241 wastewater treatment
facilities from which we obtained data, the average POTW use™
only 68 percent of its designed capacity. The use panges
from a low of 4 percent to a high of 120 percent. It appear
that ICR, as presently formulated, has not acted to p«f a car
on the construction of excess future capacity in POTWs.

The third issue, that of water conservation is not
clear. Based on the industries we surveyed, water consumpt.
has &ropped an average of 29 percent since User Charge/ICR
systems have been implemented, but the industries with whom
we talked attributed this water conservation to higher wate
rates and to User Charge, not to ICR, because ICR as a
percentage of water bill and user charges, is not that

significant at this time.

Te-get to some of the questions asked by Congressma

Roberts, the economic impact of ICR to date is not signific

in most locales, because: First, ICR has not been in effe«
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more than a year or two.

Secondly, most grantees have suspended ICR billings
while the ICR moratorium is in effect.

The exception to the insignificance of ICR to date is
inlthose cases where there are seasonal users and/or AWT,
Advance Wastewater Treatment. In those cases, total sewage
costs for industries have increased by several times.

The incremental impact of ICR above user charges is
generally not great with the exception of the two cases just
mentioned; the combined impact of User Charge and ICR can be
very significant.

We can find only a few scattered instances of plant
closings due to sewage costs, and none attributable solely to
ICR.

The total jobs lost in the plants that did close

because of increased wastewater costs was less than 1,000

jobs. 1In every case there were other factors such as plant

age which affected the plant closing decision.

The impact of ICR appears to be greatest in older
cities particularly in the Northeast, and particularly in
small to medjum sized cities and in agricultural communities.
There does not appear to be any impact of ICR on the

induserial growth patterns to date. We were not able to



745 THIRD STREET. S.w — WASHINGTON. D.C. 20024 — (202) 554-9148

STEPHEN B. MILLER & ASSOCIATES

26

differentiate the impact of ICR on small versus large busines
because very few industrial plants were willing to disclose
production or sales data. We did tell everybody who responde:
to our survey that anything they submitted was open for publi
scrutiny. The cost to industry of sewage treatment is much
greater by 50 percent per gallon, on an average basis, in AWT
kind of situations as compared with secondary treatment.

The incremental cost to grantees to maintain and
operate ICR systems; that is, the "eliminatable cost" above
and beyond the cost of operating, maintaining User Chgrge
systems is small when compared tototal cost of sewage treatme
averaging about between $15,006 and $20,000 per grantee per
year. Average ICR revenues per grantee per year are
approximately $85,000 to $90,000, of which $8500 to $9,000 is
the amount retained for discretionary use by the grantee.

There is more data which might be of interest to you

study
that is included in the handout, ICR/data. We would be
pleased to discuss specific data during the question and
answer period at the end of our meeting.

To summarize our findings and conclusions about
Industrial Cgost Recovery, very briefly, first, ICR is not
doing what it was supposed to do. Relatively few cities have

implemented ICR, and most of those that have implemented it h
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suspended it during the moritorium.

Secondly, ICR to date has had no significant impact
on employment,plant closings, industrial growth, import/export
balance, or local tax bases.

Third, ICR is not proving cost-effective in producing
revenues for local or federal government at least in most
cities.

' We must realize, however, that the Clean Water Act
had social: as well as economic objectives. Among other
things, Congress was attempting to avoid the appearance of
using public money to subsidize industries that discharged to
grant funded POTWs. While our studies have shown that many of
the economic objectives of ICR have not been met in the parity
or equity issue, social objectives remain. Accordingly, it
is appropriate to consider a series of alternatives to ICR
as it now exists.

At this time I will ask everyone to turn their
attention to a document entitled, "Preliminary Compilation
of Possible Study Alternatives" dated October 10, 1978, which
you should all have copies of by now.

The chument presents 16 alternatives to ICR as it
is present]_.y formulated, ranging from leaving ICR as it now is
to outright elimination of Industrial Cost Recovery. These

alternatives are not mutually exclusive. Some of them could



745 THIRD STREET, S.Ww ~ WASHINGTON. D.C 20024 — (202) 554-9148

STEPHEN B. MILLER & ASSOCIATES

28

combine several of them. I would like to adjourn the meeting
for about 30 minutes, to allow everyone the opportunity to
read this document, because I realize most of you have not
seen it before, also everybody might want to get up and

your
stretch,’legs, and have some coffee, whatever. There are some
rest rooms, whatever, if anybody wants to use them. If every
one would take 20 minutes or half an hour to go through these
alternatives.

MR. BURLESON: Does anybody else have a prepared
statement besides Dr.Rice?

Does anybody else have a prepared statement?

MR. DONAHUE: We would like to adjourn for a few
minutes so people have time to look at those alternatives,
and while we are adjourned we would be very glad to discuss
informally any of them, and we will go through them one at a
time after we come back in session. If we could come back 1liw.
in 20 minutes.to, say, a half an hour. Thank you.

(Brief recess)

MR. BURLESON: If we could get back to our seats,
Mr. Donahue, do you want to continue?

MR. DONAHUE: I think we will depart from the agenda
ocutline we had set up, because our one speaker, Dr. Rice, has

a prepared statement, has some other engagements, so I think
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would like to give him the opportunity to make his statement

to be included in the transcript of the meeting, and anybody

else who wants to make statements. Then we will go back to

discussing some alterndtives and some of the pros and cons

of each of them. If Dr. Rice would like to make a statement.
STATEMENT OF DR. I. M. RICE

DR. RICE: Thank you, Mr. Donahue and Mr. Burleson,
and ladies and gentlemen,good morning.

I would like to take this opportunity to introduce
my €o0lleague from the Dallas Water Utilities, Mr. Bob Dill ané
Mr. John Johnson. If you wish to ask me some questions that
I can't answer, I may refer them to these gentlemen.

In light of what Mr. Pai has said, we would like to
exercise the right to amend the statement which we are giving
you this morning in light of this handout that you have given
us today, the 16 alternatives, and we would like to address
that more thoroughly. We understand we have until October 31,
is that correct, to submit an amended statement.

MR. DONAHUE: Yes, sir. Also, Dr. Rice, if you have
alternatives other than the 16, we would be very pleased to
hear them.

DR. RICE: I think you have done a good job on 16.
We don't really go past number one on your list.

Anyhow, we do appreciate this opportunity to express
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the views of the Dallas Water Utilities on Industrial Cost
Recovery.

As you may know, the City of Dallas enacted back in
November 1977 an ordinance establishing a procedure for
Industrial Cost Recovery under the law, regulations and guide
lines then effective. The appropriate state agency and the
Regional Administrator for the EPA approved this ordinance
and supporting documentation. More recently we have amended
our ICR ordinance to give effect to the moratorium on ICR
enforcement contained in P.L. 95-217. That is effective unti.
next July. We are greatly interested in the progress’ and
outcome of the present study of ICR effectiveness, and wish t-
provide our views for your €onsideration.

The Federal Guideline entitled "Industrial Cost
Recovery Systems, " which is EPA 430/9-76-0l16 published by th
EPA in February 1976 summarizes Congressional intent by quotini
legislative history stating "it is inappropriate. . . To
subsidize industrial users from funds provided by taxpayers
at large." To prevent such an inequity, the requirements
developed in the cited guideline for ICR systems are exceedin
complicated amd very difficult to interpret and administer.
is our view that the stated purpose for not subsidizing

industrial users may be much more simply and much less
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expensively achieved by a user charge system which distributes
all costs of service, including the cost of grant facilities,
to all users of the wastewater system in a manner proportional
to the costs of serving each class of users, including industr
as a separate class. An excess strength surcharge based on
waste characteristics (BOD and TSS) could be assessed as a par
of the user charge system. This type of user charge system

is now in effect in Dallas.

To add an ICR charge to the Dallas wastewater rates
would not only be superfluous, it would be inequitable to
industrial users. Here I appreciate I am sort of going against
the intent of Congress, but I am going to say this anyhow.
Using the "utility method: of rate determination, as Dallas
does, capital cost recovery is achieved through inclusion of
depreciation in the costs of service to be recovered, based
on the useful lives of all wastewater facilities. However,
under ICR, capital charges to industry must be recovered over
a 30-year period, whereas the depreciable life of sewerage
facilities may be 50 years or more, Therefore, the Dallas
system of setting an ICR charge may be viewed as a supplement
to its user charge system. Since industry taxes contributed
to the source of revenue for grant funds, we believe it is

ineqguitable to place a sole requirement for capital cost
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recovery on a particular class of customers.

Any Industrial €@ost Recovery provisions should allow
for the consideration of adequacy for ICR purposes of a user
charge system. Without limitation of the recovery period to
30 years., The 30-year period frequently does not correspond
to the useful lives of graant facilities. In compliance with
the regulation, the Dallas ICR system provides for a small
supplemental ICR charge in addition to presently collected
rates, due to more rapid recovery of capital costs required
for ICR than is achieved through present rates, which .are
based on useful lives which average longer than 30 years. Th
costs of collecting this supplemental ICR charge greatly exce
the revenues, as I will explain later.

The following recommendations give our solutions to
this dilemma, in order of preference:

1. Eliminate the special ICR charge, requiring
instead a user charge system which equitably distributes the
costs of all facilities (and their operation) among all the
customers of a wastewater treatment organization, based on
the costs (including unrecovered capital costs) of serving
each class of"‘customers. Within the user charge system,
special charges should be assessed particular users and

classes of users which discharge wastewater of higher than
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normal strength, determined by periodic and systematic samplinc

2. Substitute for the present financial provisions
relating to ICR collections a straightforward method of
repayment of a portion of P.L. 92-500 grant amounts. As
Congress desires, this could be a fixed percentage of P.L.
32-500 grants (the same for all cities), repaid over a fixed
number of years, predictable in total and by year once the
grant amopunts are finalized. Under present conditions, neithex
the cities nor the federal government can know what repayments
will be made, either as to timing or amount.

As a part of the second choice or as a separate
provision should ICR continue for 75 percent grants, I would
suggest the option of a lesser grant without ICR requirement.
This option would give hard-pressed cities the benefit of the
grant without long years of ICR calculation, collection
accounting and indeterminate repayment. A provision that user
charges must be assessed industrial (and other)customers
based on the costs (including cost of existing facilities) of
serving them could still be included.

Among the ICR questions raised by Congressman Roberts
and listed in_ag handout available from EPA just before this
meeting, I would like to address the eighth gquestion.

The eighth question was already read this morning,
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so I won't read it again.

The "observation" which is onr your handout just
below the question--I would like to read that one. I am
quoting now:

The incremental costs of administering ICR (assuming that a Usex
Charge system will be maintained) is relatively small, amounting to less
than $20,000 per grantee per year, based on the data available to us."

Mr. Donalue referred to this in his explanation here., Of course
the operating word is the word incremental, the incremental costs. That is
like loocking at an airplane, and there are a couple vacant seats.in it, so
you allow one or two moxe passengers tO Gome aboard the plane; the plane
is already going anyhow, and the crew's salary has been paid and the only
additicnal out-of-poSket expenses would be if there was a meal served on
the flight, and possibly a little bit of additional fuel.

When a city does as we do, and uses the utility method of deter-
mining its rates, this causes us a problem, So we believe that fully
allocated costs are relevant to the ICR question, rather than incremental
costs. The Dallas rate structure’is' based on assignment of full costs
to each service function., For our fiscal year 1978, full costs or ICR
woiId have been approximately $159,000 as shown on the attached cost
schedule, This is a great contrast to the approximately $2,000 we would
have collected fram industrial users in a supplemental charge for ICR in
1978 as more grants are completed, it probably would never approach the

full costs of Industrial Cost Recovery in Dallas.
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This completes my testimony. I would be happy to
answer any questions you have,

question,  a comment

MR, DONAHUE3; Not really a cn incremental cost
versus full cost approach to administrative and operating costy
6f ICR, In our scope of work on the project, we made the
assumption that the User Charge system would havé to be main-
tained, What we were looking for was how much cost of your
Industrial Waste Section, how much of those costs could you
eliminate if you didn't have the ICR system,

I appreciate the approach you are taking is/iety valid
accounting technique, I am not arguing with it. I am-saying
we took a different approach,

DR, RICE: I understand that. We know from experience
that we must be on sound ground on our rate structure,

We had a few cases down at the state capital on that
subject. You just can't do business that way.

MR, DONAHUE: We understand that and appreciate it.

MR, PAI: Do you have- POTW?

DR. RICE: Yes,

MR, PAI: Do you have an ICR system in place now?

DR, RICE: We had an ordinance which we have enacted in

1977 but then three weeks ago we suspended the repayment

provisions until July of 1979,
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MR, PAI: Can I ask you how much it takes you to
develop the ICR system and to prepare the system to the point
to be implemented?

DR, RICE: Repeat the question.

MR, PAI: Can I ask you how much it took to develop
t he ICR system and to get the system to the point of being abl
to be implemented?

DR. RICE: Twenty or thirty thousand dollars.

MR, PAI: To develop the system. How much just raw
figure-~how much does it take you to get a system prepdared to
the ‘point to be implemented? What is the administrative cost
for the ICR system?

DR, RICE: Well, I will refer to our breakdown here
on the back of the statement, I think would be the best answer
Mr. Dill is our Manager of Industrial Waste Operations.
Primarily the expenses have to do with his organization, but he
has other functions,

what we have done here is listed all of the expenses ,
that Mr, Dill's organization incurs, and of course the labora-
tory expenses, that is not part of his organization, but is
in addition to.that. Now we split that cost $473,000 three
ways, because we have three different functions, one of which

is industrial waste,
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In the third line from the bottom, "data processing
allocation," that would just be the annual cost of making the
billings to our industrial customers, $2,640.

MR, DONAHUE; Could I ask you, the 2200 customers, that
is the number of customers that you are saying have to pay ICR
now or wauld. havetté pay ICR now, Is that before or after you.
use the 25,000 gallon exclusion?

DR, RICE: That target is moving around so fast. I will
have to refer to Mr. Dill, We were using the number 4400, Woulc
you answer that question?

MR, DILL; This was the one before the floor was
established, and also we haven'‘t concluded our preliminary cost

yet, because of changing guidelines, We have still got a lot

Imore work and expense and work to go through before we can

implement the program, That $20,000 or $30,000 could be changed
to $50,000 or ever how many times you change the guidelines.

MR. DONAHUE: The new regulations that EPA published
Beptember 27, saié a 25,000 gallon floor, and went back to the
revious definition of industry, six classifications, A, B, D,

, and I, That should eliminate some customers who have had
o pay ICR before,
MR, DILL: This will probably reduce it in our case to

200 or 300 people. There are some other things about the
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guideline we don't understand. Like yu say equivalent to
25,000 gallons a day without an explanation, and also toxic
waste and we don't have the regulations on toxic wastas.

MR, DONAHUE: John, I will have to defer to you,

MR, PAI: I would rather just ask a question. Do you
iike a 25,000 .general exemption? Is that too high or too low?
That is one of the things that Congress is very interested in,
That 25,000 gallons per day exemption, is that too high or too
low? Would that be a very effective number for you?

MR, DILL: It is not too high. It could be a little
bit too low. But the main thing is the UCR equivalent, We are
talking about pounds of BOD, and the TSS, I suppose, We don't
know what your equivalency--~

MR, PAI: In the regulation explaining what equivalence
means, it means total funded poundage of BOD contained in
waste compared to total pounds of BOD, or total pounds of
suspended solid contained in waste compared to total pounds of
suspended contained in 25,000 gallons of sanitary wastes,

MR, DILL: We figured that, There wasn't anything to
tell us that was right, We don't know whether to use 250
milligrams, as-criteria for domestic waste or not.

MR, PAI: Ve eventually will put out further detailed

guidelines on Industrial Cost Recovery, if that is the way,
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depending on how ICR shapes up in the Congress,

MR, DILL: We have a lot more expense to go through
before we can get ready for implementation,

MR, DONAHUE: One of the questions we asked in our

surveg of grantees, and I believe Dallas was one of them, we

;asked people to rank their large water users, and what we

wanted to do was get a list of large water users and make some
assumptions, an average of 80, 85 percent return, maybe more,
maybe less, but find out how many people would be eliminated
from ICR, if you change that 25,000 gallons, and we were not
particularly successful in doing that, because very few cities
could furnish us a list, a rank list of their large water users
We really weren't able to determine very precisely what would
happen if you raised or lowered that 25,000 gallon exclusion.

DR, RICE: The easy way out of it is just to eliminate
the whole thing., A problem has been referred to before is
the chanding of these regqulations, We get all set to do some~
thing, and then there comes a change, You cannot fix on a
target. You think you are all set, and we have got a new
regulation and it is hard to comment on something, when it keep:
changing from time to time,

Now, I am not being critical of EPA, What we have got

to do here is to treat with the law. I object to the law, is
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my main problem, I don't think the concept was right in the
first place,

MR, DONAHUE: That!s one of the reasons why we are
having this meeting, to get that kind of reaction to include
with our report to Congress.

DR, RICE: I might say I am a whole lot milder than ow
City Council.

MR, PAI: I would have to say Congress realized there
£s. a lot of controversy concerning ICR, so the ICR study is
not initiated by -BPA, You may want to give Congress the
credit for realizing the problem they have on hand and give

s the opportunity to go out and talk to you about what we
should do,

DR, RICE: Another problem is these universal sweepin
nationwide, everybody treated the same, Dallas is a city with
not much industry. Let's face it. We have light- industry.
During the break we were talking with Mr. Burleson about anotl
situation, a smaller cémmunity which has one big industry,
which is one-~half of the load or even more, It is a different
proposition, Very hard to emact-:a single set of rules that wi

cover both these situations.

So I am always against universal solutions to very

complicated probleéms,.



745 THIRD STREEY. Sw — WASHINGTON, D.C. 20024 — 1202) 554-9148

STEPHEN B. MILLER & ASSOCIATES

41

MR, PAL: May I ask one other question, How do you
view the User Charge requitement? Do you think that is a good
requirement?

DR, RICE: Yes, as a matter of fact, Dallas has been
collecting User Charge since before 92-500 was passed, That is
old hat with us, What we object to is what we call a suppli=-
mental ICR charge, We would like to handle the problem within
the structure of our User’Charge ordinance. We have been doing
it for years.

Another point I would like to make, the cost of this
ICR charge to us in relation to benefits, we are talking roughly
in terms of charging a dollar and a half to collect a dollar
which we can then split half~way with the federal government,
so we are out 50 cents, no matter which way you look at it. It
would be better from our standpoint to pay the government 50
cents and scuttle. the whole operation.

MR, PAI: Would this ICR give you a better opportunity
to monitor your industrial waste, to know better about where
industrial waste comes from?

DR, RICE; We have no problem whatsoever now, Our
industrial waste ordinance, which includes our User Charges,

gives us all the authority we need,
MR. PAI: Thank you,

MR, DONAHUE: Thank you, Dr. Rice.
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If anyone else has a statement they would like to make
for the record, we would be glad to have it at this time,

If no one has statements they would like to make for
the record, I think what I will do is take this list'of possibl
alternatives, and even though it is quite lengthy, it is a
subject that merits a lot of attention, I think we would like
to go through them one at a time and discuss them,

Yes, Ma'am,

MS. PERRINE: Are you open to questions?

MR. DONAHUE: We can take questions now, sure, Identify
yourself for the reporter,

MS. PERRINE: My name is Catherine Perrine, I am from
the League of Women Voters, Water Chairman, State of Texas.

You state that very few communities ever implemented
Industrial Cost Recovery charges at this .time?

MR, DONAHUE: Yes, Ma'am,

MS, PERRINE: Have the other communities, as the City
of Dallas has, implemented User Charges based on BOD and total
suspended solid strength?

MR, DONAHUE: I believe there are 400 to 500 cities
across the country that have actually implemented User Charge
systems that are approvable to EPA. Many other cities already

had some kind of User Charge system before EPA imposed that
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requirement on them. Four to five hundred cities have imple-
mentéd User Charge systems that meet EPA standards, There are
other cities that already charge so much per gallon and they
for strength.

have a surcharge/ It is a fairly common kind of thing,

MS, PERRINE: That is required by law?

from

MR. DONAHUE: If you take a grant /. - federal government
to build a wastewater treatment facility, you have to have a
User Charge system to recover the operating and maintenance
cost of that system from its users,

MR, PAI: Required in Section 204(b)(15:°fA359_3335QQ
P.L, 95-217 also contains it,

The new law did not change User Charge requirement,

MS, PERRINE: As I understand it, some cities can base
t heir charges on ad valorem taxation, rather than on assessment
users BOD and total suspended solids,

MR, DONAHUE: Congress did allow, in some cases, John
could probably discuss better than I could, what conditions
are in which you can use property taxes rather than User Charge

MR, PAI: In the-néw law they are allowed that residenti
user, as a class of user that be allowed to assess their User
Charge based en ad valorem tax system, However, industrial

user-~he still has to pay based on what he actually uses,.

MR, BURLESON: I think maybe one thing about ICR and
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User Charges, User Charges are based upon the operating cost,
They are delineated and set aside to defray the operation and
matntenance cost after the plant is built,

MS. PERRINE: They don't have anything to do with
capital cost,

MR, BURLESON: The Industrial Cost Recovery system--
and this is 92-500, the Industrial Cost Recovery system, is
again to defray capital cost required to build that portion of
the plant that is commensurate with the waste that is going in
from the industry. One is capital cost and one is operating
and maintenance cost.

MR. DONAHUE: Some cities do recover in addition to
their operation and maintenance cost their capital costs throuc..
a User Charge kind of vehicle, Other cities use a User Charge-
recover operating cost and use property taxes or some other
source of revenue to pay local capital cost.

What the amendment to ad valorem taxes said was that if
you can show the amount of property taxes you collect from
residential people, residential customers, that is dedicated to
wastewater treatment, it is equal to the cost providing waste-
water treatment to residential customers. And under some cases
you could substitute property taxes for straight User Charge.

There are very few cities that would qualify under the condition
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that Congress set down.

MR, BROWN; The City of Dallas would not because it has
had a User Charge system in effect for quite a while, and it
had to have a dedicated ad valorem tax system, prior to 92-500
coming
"y into being, Dallas wouldn't have the option if they wanted
to switch to something else,

MS. PERRINE: As I understand it, DAallas uses their
User Charge to recover both capital costs and operating cost,
isn't that correct?

MR. DONAHUE: Yes,

MS., PERRINE: What would be the problem having other
cities do that instead of having two systems?

authorizes

MR. PATI: The law . /" us to impose the User ChargeJ

and the capital portion recovery, if it is concerning federal

.grants,. it has to be subject to ICR Industrial Cost Recovery,

which is a separate section of the law. And as far as local
capital is concerned, the Congress did not authorize EPA to
&ave any regulationwritten goverming how local capital costs
can be recovered. It is completely at the grantee's discretion
to find the best way for him to recover that local share of the
capital cost,

_ MR, DONAHUE: What ICR is talking about, you talk about

capital cost,. there are really two things to consider. There
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are capital costs that were contributed by the federal govern-
ment, and capital costs that are being paid by local communitie
xthe approximate 25 percent of cost paid by local communities,
There is no federal legislation, there is no authority, there
is no interest on the part of EPA regulating how that 25 per-
cent local capital cost is raised, I mean if a community wants
to use property taxes, wants to use a User Charge, with a sur-
charge to :pay for local capital cost, EPA has no particular
interest one'way or the other, What ICR is talking about, is
getting back part of the 75 percent that the federal government
put out from industry, so that is in addition to any kind of
local cost recovery, local capital cost recovery,

MS. PERRINE: Thank you.

MR, DONAHUE: Thank you, We have had Joan Burn from
the League of Women Voters National Office involved early on in
the study. Somebody else has replaced her on our Advisory
Group, Right now I can't remember her name, The League of
Women Voters has been involved nationally on our Advisory Group.
I would like to thank you for coming to the meeting today, They
have done a good job of participating,

MS, PERRINE: I need to learn a little more to partici-
pate,

MR. DONAHUE: Thank you very much. If no one else has
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any questions or statements they would like to raise right now
we would like to go through these aiternatives, As I pointed
out before, these are 16 alternatives that we formulated talking
among ourselves, talking.to people in EPA, talking to industrial
people, talking to environmental and civic groups. If somebody
can come up with other alternatives, we would be pleased to
hear them, The more alternatives we get, the better the
probable recommendations will be, we hope.

If you take the list of alternatives, which everybody
should have and go through them.

I would like to take a rest and turn this over to Alan
Brown, and let him go through the alternatives.

If anybody has any questions as we go along, since it
is such a small group, if somebody doesn't understand something,
or objects to something, or has an objection to make, please
feel free to let us know about them,

Alan,

MR, BROWN: These alternatives were not--Ed stressed
this before, and I will say it again~-they are not designed to
be mutually exclusive. You can combine any number of them to
come up with anything that sounds reasonable, What we have
done is an atteﬁpt to come up with a laundry list of everything

that everyone has told us, so we can be certain that we are
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considering all reasonable alternatives to ICR before we make
our draft recommendations,

In our draft final report that will be written in
November, we are going to use some combination or one or two ¢
something of this list to make our recommendations to Congress
so if we have left something off that you feel is important,
please let us know,

The advantages and disadvantages are by no means
comprehensive., We just attempted to put down one or two
advantages and disadvantages to facilitate discussion, to make
people think a little bit about it. We realize there might be
four or five different things that you could say about differen
alternatives thaf are not included here.

Starting at the top with No, 1, and once again these
things aren't numbered in order of preference or anything. But
the first one that immediately comes to mind is to abolish
ICR, That means get rid of ICR totally and not come up with
any kind of alternative recommendation to replace it.

Some of the advantages concerned here would be to
eliminate complaints from grantees, like the one Dr. Rice just

made, that it is not cost effective and that it is very difficul

to administer,.

It would eliminate complaints that we hear.'from indust:
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saying that it is actually double taxation, and that it also
adds an unfair ecomonic burden,

And it would also eliminate inconsistenty from community
to community in ICR charges,

Now some of the disadvantages we foresee with this would
Be that without some sort of control over the design parameters
allocated to industry, abolishing ICR may encourage grantees to
plan and construct treatment works that are larger than
necessary.

Remember, one of the prime motivators behind ICR was the
fact that it would help to put a cap on excess capacity. Anothe:
disadvantage is that it is going to eliminate revenues returned
to the federal government.

If anybody has any comments while we are going on, please¢
jump right in, I don't want to sit here and talk by myself.

No. 2 is an alternative that would base grant funding
for eligible project costs of a treatment works, including the
industrial capacity, on a sliding scale. What this recommendatic
proposes is to fund current needs at 75 percent and to reduce
t he federal share of total project costs as grantees plan treat-
Fnent works larger than current needs indicate, ICR would be
based on the current regulations, as they are today. What

this is saying is that if you do a needs survey and you need
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to build a plant that is 10 MGD today, and you propose to buildc
a 20 MGD plant to handle future capacity, then the funding forx
that plant would be reduced proportionately to the amount that
you fund over and above what you need right today.

The advantages here would be to encourage more front
end planning and reduce the amount of excess capacity designed
and econstructed, and it would also encourage industry to
participdte in the planning and identifying treatment works ne

Some of the disadvantages, It may not be cost effecti--
When 'youare designing treatment works for a large or rapidly
growing area, In same cases it is going to increase total
local share of cost for grantees, building treatment works
larger than currently required.

Alternative 3, is a lot like Alternative 2. The idea

project

here is to base grant funding for eligible/costs on a sliding
scale, and funding current domestic needs at 75 percent, and
reducing the total share of project costs as grantees plan
larger treatment works than are currently indicated. This
alternative is very different than Alternative 2 in that it
furids only current needs for domestic and commercial wastewate
There would be no funding for industrial capacity, and there

would be therefore no ICR, because there would be no grant to

recover.
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This has the advantage of eliminating grantee complaints
that ICR is not cost effective because there would be no ICR,

It would eliminate complaints from industry that there
is double taxation because once again there is no ICR,

It would eliminate costs associated with implementing
it, and monitoring ICR systems for both EPA and grantees.

And it would tend to encourage better facility planning,
because if industry is to be included in treatment works, then
they are going to have to participate and their needs be
identified early on.

Now, the disadvantage is that it is going to increase
the local share of project costs, These added costs may be
passed through to industrial users and could possible exceed
ICR costs because there is going to be no federal funding of
local share for industry,

No, 4 would be to charge ICR on treatment works only,
eliminating ICR charges for interceptor sewers,

One of the major complaints we have heard from grantees
in large segmented projects with a large number of interceptor
sewers, where industry is spread out all over the grantee
service area, it is very difficult to determine which grantee
discharges how much to which interceptor sewer, and how to

allocate those ICR costs,
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The advantage of charging only on treatment works
would be to reduce the administrative work necessary to
identify indyatiies and allocate costs. for specific
interceptors, and the disadvantage would be that it wpuld
reduce ICR revenuas returned to the government,

Alternative 5, is to base industry's share of the
federal grant on incremental cost basis rather than a propor-
tional cost basis, as is done today.

Basically what this would do is to allow industry to
receive the benefits of economies of scale, using incremental
cost basis,

If you built a 10 MGD plant, an 8 MGD is allocated to
residential use, and it cost you an extra $2 million to build
a plant that is 10 'MGD; then you would base it only on that
incremental $2 million rather than dividing the proportionate
total cost by 10 to come up with industry's portion to be
repaid to ICR,

The advantages, I have said, would'be to allow industri
the economies of scale, and/ﬁgsor disadvantage would be,it
would be very difficult to administer. It is going to be
awfully tough te figure out how much that incremental portion

should be costed at,

Alternative 6 would be to allow the costs of constructi).
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industry's portion of the treatment works to be grant eligible

based on the grantee's option, If the grantee elects to have

industry funded, then he is going to pay ICR just as it is
today. 1f a grantee decides to choose alternative sources for
funding industry's share of treatment works, then there would
be no ICR,

This would have several advantages. One would be to
make ICR a local option. The grantees can decide whether they
would be ICR or not, and it would encourage industry to
participate in planning and needs identification, if the. grantee
decides it is going to be an alternative and industry would pay
ICR, then it pays industry to participate early.

Some of the disadvantages are, it is not going to
eliminate the complaints industry now makes about double taxa-
tion and unfair economic burdens based on geographic locations.

Alternative 7 would be to establish some sort of nationa.
uniform ICR rate. Dr. Rice touched on this, this morning.

There are many different ways to establish a uniform
rate, and all the things you see listed under No. 7 are different
subsets of the same idea.

You might establish a national rate. Everybody, that
is industry across the entire nation, pays the same rate, You

might establish it on a regional basis, those people in the
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Northeast -pay.this rate, those people in the Southwest pay

this rate. You could set it up on a state basis or even go
down to a city level.

Now, this rate,could be modified any number of diffe:
ways based on adjustments that you can make to treatment leve
and different treatment works, the tgpe of treatment, and
level of discharge that POTW is allowed to make.

So there are many different subsets in Alternative 7

The advantage would be to reduce inconsistencies of
ICR rates that a lot of industries complain about, depending
upon the level of uniformity you choose. If you choose the
national rate, everybody is obviously going to pay the same
thing. It would reduce inconsistencies. The major disadvan:
tage would be that it would be very difficult to develop and
administer a national rate.

Alternative 8 is to establish some sort of circuit
breaker ICR exemption. What we mean by that is based on
circumstances listed under No. 8, ICR would either go on or
off, depending upon when you exceeded a certain threshold
level, These thresholds could be set based on extraordinary
circumstances in the local community. For instance, if
unemployment went up above 6 percent or 10 percent, okay, if

ICR was a factor, you ho longer charge ICR,
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It may be based on an industry group, it might be based

on a geographic area by state or indugtry or region. It might
be based on the level of pollutant discharge. It might be
based on dollar payment level.

Basically the kind of exemption you have now is based
on pollutant discharge level, where everybody under the
equivalent of 25,000 gallons per day is eliminated,

Some advantages of this alternative is to reduce the
number of industries required to pay ICR, and to allow flexi-
bility based on special circumstances. One again it is going
to be very difficult to administer and it is ‘'going to result
in inconsistencies from area to area, because some people will
be exempt and others will not,

Alternative 9 and Alternative 10 are very similar.

No. 9 is to allow a tax credit for ICR payments. This tax
credit would be in addition to the adlready normal write=-off
industry tax for ICR as a business exemption,

The advantage would be to eliminate industry's complaint
concerning double taxation, but it would be once again difficult
to administer and would reduce revenues to the government,

No. 10mi8 to allow tax credits for pretreatment costs
that industry might have, and when we are talking about pre-

treatment costs, what we are talking about is whatever industry
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has to pay, both capital costs, and daily operations and main-

tenance costs to treat wastes inside the plant before they
discharge to POTW,

The major advantage here would be to encourage industr
to prestraat.

And once again it would be to difficult to administer
and would reduce revenues.

" Alternative 1l is to abolish ICR as it currently is

| and return to requirements of Public Law 84-~660, which was the

precursor to 92-500, Under Public Law 84-660, the only thing
that was required was that industry repay a proportionate share
of the grantee's local capital costs, and one complaint that
you often hear from industry is the fact that some plants, som¢
Publicly Owned Treatment Works were funded under Public Law
84-666 funding, and do not have to make ICR payments,

One advantage would be it would achieve equity, and
there would no longer be inequitable charges based on plants
being funded under two different laws,

It would tend to reduce the administrative burdens on
grantees because the requirements are not as complex,

Once again, it would reduce revenue, and it still
would not put a cap:on excess capacity.

No. 12, if I understand what Dr. Rice was saying, is
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an alternative very similar to what he was talking about.
Abolish ICR as it presently ialk and require that local share
of project costs be recovered through proportionate User Chargeq

The advantage would be to achieve equity in the method
of establishing rates, if thoroughly and consistently monitored
from region to region across the nation.

But it has some disadvantages that have been pointed out
to us. One, it is going to reduce the grantee's flexibility in
designing rates. Now they are forced to recover capital cost
and User ChargZ?Sould no longer be allowed to use property taxes
and sales taxes, whatever other methods are available.

VOICE: Couldn't that method be optional?

MR'' BROWN: It could be optional, but this alternative
is set up--

VOICE: Continue the present system, but including an
option to recover ICR through User Charges?

MR, BROWN: Sure, that would be using Alternative No. 1
to abolish ICR, and make it optional how you recover. That
Lould be entirely possible, One of the disadvantages of
requiring proportional recovery of local capital cost is it
reduces grantees. . flexibility in designing rates, it is more
than likely going to increase administrative costs of handling

Lser Charges, going to increase the costs to large users where
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they had a favorable sliding scale rate, and it may require
major changes in bond covenants where grantees fund the local
share through revenue or general obligation bonds, which the
great majority of grantees do,

No. 13 is to add an interest component to current ICR
requlations, which means to eawe IGR the way 1t is, and put
in 6 percent or 7 percent or -‘¢fil percent interest component to
ICR requirements.

The advantage here is it more than likely would increase
industry's participation in the facility planning, because the
potential cost to industry is going to be greater, and it is
going to eliminate the perceived subsidy or "interest free
loan" component associated with funding industrial capacity.

The disadvantage is that it may encourage industry to
seek other alternatives to discharging to a POTW, and possibly
would increase both capital and O&M charges where those charge:
remain in the systen,

Alternative 14 is just to extend the ICR moratorium,
The advantages and disadvantages we feel are about the same,
What is going to. happen is it is just going to postpone the
date for making the final decision on ICR, The longer -ou
extend the moratorium, the longer it takes before anybody can

make a final decision on what their system is going to be if
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they lmve to have a system.

Alternative 15 would be to maintain ICR in its current
form, just the way it is, making no changes. The advantage
would be that it requires no administrative or regulatory change:
But it also eliminates none of the problems currently associated
with ICR,

And Alternative 16 is an alternative that would require
a letter of commitment in a contractual form from industrial
users of the POTW when POTW is sized,

What this means is that if an industry plans to -discharge
to a POTW, they are going to sign a contract up front. -This is
how much they are going to pay for so many years, or they are at
least committed to paying to POTW whatever POTW determines its
rates to be, This is one which encourages more precise planning
but the disadvantage is that it is going to commit industry for
a longer term than most businesses are willing to sign up for.

It would be once again very difficult to administer, and

it might force industry-to 166k ta other alternatives, other
han to POTW.’ These are the 16 alternatives that
e were able to come up with, We are not endorsing or rejecting
ny of the altetrhatives, You can combine any number of the
lalternatives together to come up with the final recommendations.

What we would like to hear from you is your reaction to
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alternatives, and are there any others that you would like

to see us include that ae not in here now,

MR, DONAHUE: One thing, & was out of the room when
Alan started discussing alternatives, I am not sure if he
talked in Alternatives 2 and 3 about eligible costs for POTWs,
I am not sure if he talked about present effluent standards.

MR, BROWN: Yes,

MR. DONAHUE: Fine, Several of the other alternatives
talk about the disadvantage of reducing revenues to the federal

government, and one of the questions Congressman Roberts asked

was how much money will flow back to federal, state and. local

governments as a result of ICR. And way back when Public Law

92-500 was passed in 1972, some people on the Congressional
staffs estimated anywhere from $4 billion to $7 billion would
ome back to the Federal Treasury.

From the data we gathered, we can't see the number is
anywhere nearly that large. It looks like it will be more lik
between $1 billion and $2 billion. Even that is a very shaky
number,

We are talking about revenues decreasing. Any revenue
coming into the Federal Treasury or local grantee through ICR
is really revenue nobody is budgeting for, at least not at this
point. Nobody is planning to mse ICR revenues to pay any

specific kind of expense,
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It is not really if you don't collect ICR revenues,
you are going to have a deficit or something like that.

It is a matter of reducing the revenues that might com
into the federal government or local government,

As Alan said, we would like people's reactions,

suggestions,comments, whatever kind of thing.

The other thing is, we have pretty much finished all
our data- collection, at least the field kind of work, But if
anybody can come up with some examples or problems, good, bad
or indifferent, of User Charge/ICR situations or places where

communities are having a really rough time in adopting User
Charge/ICR systems, we would like to know about that, too,
because there just may be something in that situation that woul
be helpful in our report.

We have actually found a few cases where communities
have-~-one community in particular-~-one community very strongly
endorses ICR, doesn't want anything to be done to it. Because
they have a large share of industrial useage of their treatment
works, and they just don't want to see ICR go away, because
the community is getting its 10 percent of ICR collections,
and the commumity is using it to offset property taxes.

So while people generally offer alternatives to ICR,

there are a few cases where people like it as it is presently
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constituted,

If you all can formulate some alternatives or comment
on these, either now or in writing before the end of the month,
we would really like to hear about it, We would like to hear
from you.

MR. JOHNSON: I have one question, The advantage listec
under Alternative 4 doesn't seem to me to be consistent with
the total system approach that I 'had thought was included in
P.L. 95-217,

MR, BROWN: It is. 95-217 does allow a total system
approach. But one of the complaints that you often hear from
industry is that by using a total system approach their ICR
charge is larger than it would be if they used a specific
project-by-project approach.

MR. JOHNSON: The total system approach is optional?

MR. BROWN: Right, Under Public Law 92-500, a grantee
could not use the total system approach.

You had to be project~by-project. There were a lot of
complaints that it was difficult to administer and awfully
hard to handle. So Congress in 95-217 did allow an overall
system approach. You take all your costs, lump them together
and come up with one ICR rate and that is the rate you charge

to industry.
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MR, JOHNSON: That answers my question,

MR, GUTIERREZ; It is required you come with a universa:
formula?

MR, BROWN: Pardon me?

MR, GUTIERREZ:. It is required you come out with a
universal formula that had to be adopted by all grantees or can
you give choices?

MR, BROWN: No, sir, what this is, is an alternative,
One possible alternative is to develop a national ICR rate,

We are not required to do that. Rather than have a different
rate in Austin than we have in Dallas, why don't we have one
national ICR rate? It is not a requirement, but it is a
possible alternative to the way ICR is constituted.

MR. GUTIERREZ: I'see the problem of so many extreme
situétions, that it is very difficult to come out with one
formula, If it would be possible, & don't know if the law
authorizes that, that you come out with giving grantees choices
and they can pick up any one that would ‘:apply to that particula
city. I think the City of Dallas would prefer that, This
other community, they would prefer to implement the present
Industrial Cost Recovery system, If Congress will accept that,
and there is nothing in the law that would prohibit it, I

think you can come out with choices, and each grantee would
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pick the one that would be more practical to peepte.
I don't know if this is possible or not under the ter:
of the present law,
MR, BROWN: No, not under the terms of the present
law. But. that is what the study is for, is for us to make
recommendations to Congress, and that is a possible alternativ

to allow grantees various options.

MR, GUTIERREZ: I see the main problem with tthis has

been takihg care of extreme cases. You come out with this,

something by which you give choices, and there are many
alternatives, and they are practical for a small community,
but not for the City of Dallas,
President

My name is Alberto Gutierrezy/of Gutierrez, a local
environmental engineering consultant.

MR. BROWN: Thank you very much, Does anybody else
have any comments?

MR, DONAHUE: Somebody must have gome comments or
questions,

I can't believe we came up with every possible alterna-
tive or variation-on alternatives to Industrial Cost Recovery.
I can't really believe that everybody agrees with everything

we have said, and how we have said it, We are looking for

public participation and public reaction., Unless it is
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reflected in the transcript, Congress isn't going to be aware
of what it is.

So those of you who have feelings or suggestions shoul«
voice them,

If you don't want to do it now, you should do it in
writing before the end of the month, We really do want to
get your reaction and your response,

‘We don't want this study to be perceived as a paper

railroad
exerclise or somebody trying to ./ "".. - through a set of
recommendations and we':are looking for your reactions and
your responses,

MR. PATIs We also open the floor for questions concerr
general User Charge or Industrial Cost Recovery. I feel there
are certain people who do not really know what a User Charge
system is, and what an ICR system is,

If there is no other comment, we would open the floor
for questions on anything you want to know, mbout what are
the requirements for a User Charge, what are the requirements
for ICR. Maybe after this exercise, you can go back and real.
address some of the issues you feel in relation to current
requirements~- I encourage you to raise any issue relating to
ICR, and not limit it to alternatives, and not limit it to

findings we have to date. If anything at all, it would serve
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as a public educating system,

Don't feel shy to ask questions; that is why we are
here,

MR, DILL: I think we are going to make this available
to a lot of our industrial customers and they will probably
respond in writing at a later date, I need to know the proper
address that our comments can be sent to,

MR. WILSON: You can address that to the Region VI
office, which is 1201 Elm Street, 27th floor, Dallas, Texas,
75270, to my attention, Arvel Wilson.

MR. DONAHUE: We would like to stress,though, that the

- dehdline for submitting the final report to Congress is loominc

at us. It is fixed by law. We can't get any extension. We
don't plan to ask for one.

It is important that if anybody is going to comment or
make a statement, that they do it in writing by the end of the
month. At some point we have to cut off discussion, and state-
ment gathering and data collection, and start writing the draft
report. It is really important that you get or have your
industrial people make their comments in writing to EPA here
in Dallas by the end of the month,

MR. DILL: Last of October?

MR. DONAHUE: Yes, please.
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We would appreciate it if you could send a Xerox copy
oxr carbon copy or whatever of your statements to us., Not tryin
to short circuit EPA, but it is just a guestion of expediency
and time, if you could send a copy to either Alan Brown or
Ed Donahue, with Coopers & Lybrand, at 1800 M Street, Northwest
Washington, D.C, Our zip code there is 20036. We will be glad
to give it to you after the meeting or whenever we break.

MR, WILSON: I understand we have some representatives
from the City of Fort Worth. We would hope that you would,
if you don't make comments at this meeting, would consider this
and make written comments. I think communities such as Fort
Worth and Dallas will certainly have an impact on EPA and
Congress. So I would encourage you, if you have no . statement
to make at this time, that you do present some written state-

m ents to us prior to the deadline or any other communities
or industry that is in the auddience.

MR, PAI: I also want to make a point that in the mean-
time, we will make our telephone number available to you, that
if you have any questions before you write your comment, you
can call us, and this is a regional office here,of course, in
Dallas, I am-from Washington, D,C., and my number, I will give
it to you now, is Area Code 202, Number 426-8945 so if you

have any questions to discuss or before you write your comment,
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if you want to give me a call, I would be quite happy to talk
© you on the phone also,

Alan, you may also want to make your telephone number
available to these people,

MR, BROWN: Our phone number in Washington, D,C., is
Area Code 202, 2323~1700 and if Ed or myself is not availabde,
please ask for Kathy Bale, and she will get a message to us,

MR. WILSON: The number to call in Dallas would be
Area Code 214, 729-2686 and ask for Arvel Wilson,

MR{ BROWN: Some people earlier expressed an interest
in having a copy of our preliminary draft report when it comes
out, which is not going to be the whole report, but a 24-or 25
page summary of what we find,

I have been told that EPA will be happy to send you
one, if you will just let us know who you are,

MR, PAI: I must also add that the written comments
or suggestions do not have to be in a very formal manner: You
aan scribble on a page or something like that. It is not
going to the National Arxrchives., So feel free to express your
opinions. We would be appreciative to receiving your comments
without spendimg too much of your time in trying to write the
way a lawyer would write it, or something like that.

MR, DONAHUE: If nobody else wants to talk,and we
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really wish you would, unless John has something else to say,
we will adjourn the session,

I am sorry-* we do have a speaker. All right. If you
want to identify yourself for the reporter, please.

MS, COOK: Pat Cook, Frito-Lay, Irving, Texas, I just
wondered what the impact of whatever is decided about ICR from
your report and from EPA's action on it and the Congress's
action, what impact the ICR determination will have on pre-
treatment guidelines that are currently being developed by all
municipalities? Will what you decide here or from this report
determine what the dififerent : municipalities use to assess ICR
to toxic waste dischargers, and so forth, once their pre-treate
ment programs are in use?

MR, PAI: I think EPA is in the process,of course, to
write a pre-treatment standard. At this point we don't know
the final version that will come out, The point you made is
well taken, that we need some more coordination in EPA to know
how each segment of our work will impact on industry as well
as grantees and ordinary taxpayers, so this is something that
we would like to take a look at once ICR is out of the way.

The ICR study is based on what has happened. Hopefully
we will have certain indications to project future impact of

any other requirements. At this time the ICR study is addresse
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purely to what has happened up to this point.

Hopefully we will have some coordination in the agency
that we will look and interpret regs and find total impact to
any affected parites, not only to industries but cities and
grantees,

MS, COOK: One other point I would like to bring up,
You mentioned earlier, Mr. Donahue, that the way you decide to
treat ICR .in the end may determine whether or not industry
decildes it is cost effective to pre-treat their own waste,

EPA is currently looking at BAT reasonableness versus BCT,
or BPT--do I have to translate that?

MR, DONAHUE: WNot for us,

VOICES: We can't hear the question,

MS, COOK: EPA is currently proposing to take a look

available

at currently V4 technology for treating waste, They have
looked at different industries and tried to determine if it is
economically reasonable to require certain levels of pre-treat~
ment, We would like to have a look at reasonableness, too, in
ICR., But I just wondered if the fact that EPA is looking at
reasonableness on the economic scale might not be correlated
with the ICR detgrminations, because an industry could con-
celvably decide after EPA's determination that a certain guide-
line is reasonable or unreasonable, that it might be more

cost effective to treat their own waste, So between what they
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are doing with BAT, and what you are doing with ICR, we may
just decidé that there is a better way to handle the whole
problem, and there should be some coordination,

MR. DONAHUE: The problem is everybody is interested
in what it costs for sewage, but it is a big complex issue.
You have pre-treatment, you have BAT, BPT, whatever, you have
got ICR, Everybody is interested in total cost, and we
realize this and our study is facusing on Industrial Cost
Recovery.

If you try to study total cost of sewage, you can go
way back to wh;j-(:ost so much to build and operate a sewage
plant kind of thing, or how do you set the discharge standards
you set, What we are really trying to do is take a very big
problem which you could never study very-conclusively and
consider everything, break it down into smaller pieces, and
ICR is just one of many pieces,

MR. PAI: Let me further answer that question, Pat,

I think one of the things, at least I experience in EPA wiiting
regulations is that we do not have enough input from those
affected parties, For instance, on the ICR study we are very
fortunate to have national associations of your representatives
in wWashington help us out in getting real data to de analyses.

However, this is not generally true of any other effort EPA
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is trying to make a subjective judgment as to what is reasonat

and what is acceptable because generally we experience some
difficulty in getting data from industries, I think it is a
very unfortunate situation in a way, that EPA is viewed as an
unreasonable agency trying to impose unreasonable cost to
industry., I can assure you that is not the case.

I think this ICR study is as much as the turnout today
is, I think it is a very good first effort that we try to work
with industries to come up with the real f acts in which a
judgment can be made.

What I feel at this time is from the industry point of
view, they ought to give the agency a chance to see if it will
come up with something reasonable, And I don't know how much
government or the agency has surveyed your data, but by and
large, this ICR study is the only study I know of that we can
go to a plant and actually look at his operating data. Many
times we have lawyers in Washington D.C. on behalf of industri
and without regard to any piece of information.

We are being frustrated in the Federal Reporting
Act and so on, Sometimes we come up with,a'regulation you
feel is absurd. The only reason is we don't have any data in

which to make as good a judgment as we want to.

In view of the.Congressional concern about the water
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pollution problem, we have to come up with the best judgment
we can and sometimes that is not the best judgment we can come
out with,

I wish to use this podium to give us the opportunity
to extend to you our intent to wrjting "regs." We want to
write a "reg" that is easy and reasonable to everybody.

On the other hand, we can't do it alone. We can't
create data.

I want to thank you for cooperating with us, for
giving us the data so we know how much ICR is, what the impact
is, Maybe it is better to go on your own to do self-treatment.

Many other studies are not so fortunate. I want to
extend to you what our feelings are,

We feel industry is an integral part of our system.

We need your cooperation, not only on this study but on any
other study, When EPA sends you a form, fill it out. It will
help everybody,

MS., COOK: Thank you,

MR. DONAHUE: Thank you very much. Does anybody else
have a question or comment?

Once again, if no one else has questions or comments,
I think we will adjourn our meeting.

We would earnestly solicit written statements, written
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comments from you or anybody else you think might want to

make one, Do go talk to people. The more comments, the more
reaction we get, hopefully the better our final report will be

MR, PAI: We are having an informal session immediatel
after this one, just to talk with individuals, anyone who
wishes to discuss anything with us, we are available immediatel]
after the meeting.

We will be here again tomorrow morning at 10:00 o'cloc
If any of you want to go back and go through some of the stuff
and come back tomorrow morning, we wilf?here at 10:00 o'clock
again, and we will try to respond to more questions at that
time,

So tomorrow morning at 10:00 o'clock, if nothing else,
we will be here,

MR, DONAHUE: Otherwise, thank you very much.

(Whereupon, at 12:00 o'clock, noon, the meeting was

adjourned.)
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PROCEEDINGS

MR, WILSON: Good morning. I am Arvel Wilson,
Region VI Coordinator for the Industrial Cost Recovery
Program,

As you know, we opened the meeting yesterday
with formal statements. Those I think in attendance
this morning were here yesterday. We again open the
meeting for any changes, additions or deletions that anyone
may wish to make to statements that were made vesterday
or if vou have questions or whatever, we have the time for
discussion.

I have on mv right, Mr. John Pai, who is Project
Nfficer; and on mv left, the two gentlemen from Coopers &
Lvbrand, who did the study for us and either of which would
be happy to answer any questions that you may have.

Also I would like to remind vou that the comment
period has heen extended until October 31. We would encourage
vou to get comments in to Mr. Pai, our headauarters office,
EPA, Vlashington, by that date, and I will ask Mr. Pai if he
has anv comments he would like to make at this time.

MR. ‘PAI: No.

MR, WILSON: Gentlemen from Coopers & Lybrand,

do you have statements?
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MR. DONAHUE: No, sir.

MR. WILSON: Are there questions or statements
from the audience?

I hear none.

Therefore we will adjourn the meeting for this time.
If there should be others who arrive later, we would be
happy to reopen the meeting and accept comments.

Thank you for your attendance.

(Whereuvon, at 10:20 a.m. the meeting was

adjourned.)
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MR. STEVENSON: Good morning. I would like to take

this opportunity to welccme you to the Industrial Cost Recovery

public meeting.

My name is Earl Stevenson. I am the Water Division
Director for Region VII, which means I am responsible for the
constructinn of publicly owned treatment works that are funded
under the construction grants program in the States of Iowa,
Kansas, Missouri, and Nebraska. It is my pleasure to welcome
you today to participate in this meeting which is vart of an
EPA study of Industrial Cost Recovery.

T would like to excuse the Regional Administrator
because she is in Washington today and asked that I represent
her.

It is EPA's sincere intention that the public be
involved in the Study and that the public statements and concerns
be refiected in the final report to Congress in December. In

order to make certain that everyone has the opportunity to be
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heard, we must have a simple,understandable and orderly meet-
ing. To assure this we will observe the following order
of procedure.

I would like to encourage, in fact request that
€ach one making a statement please use this microphone that
is to my right, which would be to your left of course, and
inorder that all might hear and the reporter might get a
complete record.

An explanation of the purpose of the ICR study
and of this meeting will be given by Tom Pobertson who is
a member of the EPA staff.

Tom, raise vour hand.

Also from my staff is John Howard who is on his
right.

These young men have made an effort to become
thoroughly acquainted with the regulation and will assist us
in this meeting.

To my immediate right is John Pai, who is the
Project Qfficer for EPA for the studv. To myv immediate left is
Alan Brown who represents Coopers & Lvbrand who are the
management constltant firm. Next to him is E4 Donahue who
is the Project Manaqger for the consultant. They are all help-
ing with this hearing and will be available during the

guestion period. 2lan Brown will be making a statement for
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the consultant.

Now Alan Brown will make a statement concerning
the projectscope and methodélogy and also the findings
and conclusions of the study as well as some of the possible
recommendations which could be made as a result of the study.

I believe all of vou have had a chance to regis-
ter and to indicate on that registration form whether or not
wu wish to make a prepared statement. We will be using those
registration forms to call upon you at the conclusion of the
presentations bv the consultant.

We fully expect that we will be able to hear-
from evervone who wishes to make a statement and that if you
haven't indicated on vour registration that you wish to make
a statement, I would like vou to do that at this time so
we won't overlook you. It doesn't mean vou can't be added
later on. We will be holding this meeting for as long
as it takes to allow evervone to be heard.

We will break for a lunch period and will come back

after that, and continue on,

After the prepared statements have been made,
aguestions and answers are certainly appropriate and will be

taken.

Industrial Cost PRecovery is certainly a current

issue and we want the Congress to be aware of your concerns
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realting to ICR. We have a court reporter with us today.
His name is Steve Miller, and we are delighted he can be
with us, and he will make a complete record of this meeting.
A transcript of the meeting will be appended to the final
report which goes to Congress. At the time you are making
your statement, should you make one, we would like you to
Speak clearly and slowly and inasmuch as we are using a rostrum
for vou to speak from, we will indicate when you should take
the rostrum, and we won't have any problem of more than one
speaking at a time, except during the question and answer
period, so during thatperiod we ask you to raise your hand.

Now Mr. John Pai who is the Project Officer for
the Environmental Protection Agency will chair this meeting.
So at this time I would like to turn this meeting over to
John. He is from our Washington office and we appreciate
his being here to help us. Thank you.

MR, PAI: Thank vou, Earl,.

Good morning again. Thanks for coming. My
name is John Pai from EPA headquarters in Washington,D.C.
I am the Project Officer for the ICR study and with Earl's
permission I will chair this meeting todav.

Let me give a little bit of background of this
study . This study is mandated in the Clean Water Act of

1977 in Section 75, which requires EPA to do a study of
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ICR on the efficiéncy of and need for Industrial Cost
Recovery. It also set a deadline for this study to be
completed by December 28, 1978.

So we have started this contract in early May
and one of the basic strategies we set at this point was
that because of this being of tremendous public and Congres-
sional concern, we would like to get the public involved as
much as we can. We would like to sample all the cities and
industries over the country so that' we can present to the
Congress a complete picture of ICR.

To that end we have met a public participation
program for the study. We have visited 110 cities and
telephone interviewed an additional 200 of them. In addition
to that, we have formed an Advisory Group consisting of 30
associations, including environmental associations, industrial
associations, and municipal government associations.

le also have monthly meetings with the Advisory
Growp to inform them of our progress approximately at the end
of each month,

At the end of August we finished data collection.
At that point we. felt that we had enough data to draw
some preliminary conclusions and summaries. 1In addition to

that we. can make a series of alternatives that we feel
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worth your consideration, as well as ours, that we decided
to bring these alternatives or findings to the public for your
comment and for your suggestions.

So we started to arrange for these public meetings
sometime in September. The reason I want to mention this,
of course one of them, we want to apologize for not giving
you enough time to notify you or for you to prepare to review
the material and to comment on the meeting. I want to thank
Earl specifically for this reason, because his regional
staff verv capably put out this public meeting, and I
appreciate that.

In view of the relatively short notice for this
meeting, we have agreed to extend the written comment period
to the end of this month, so after today's meeting, if any
of you feel that you want to send additional comments, please.
send them to the Region VII office here--they can send it to you
Tom--or send to Coovers & Lybrand in Washington, D.C., or
to me in Washington, D.C. We will make our address available
to you.

In the meantime, we will also give our telephone
number to you, so if you have any questions to ask before
you write your comments, please feel free to call on me or
the genplemen from Coopers & Lvbhrand.

The report for this study we submit to Congress would
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give Congress a tool to decide future course of ICR and
the Congress would have six months after December 28 to
act on ICR, and the reason I want to mention this is
because I think a lot of people here are concerned what is
the ICR moratorium,

What I just mentioned before on the study and
on the future course of ICR is part of the moratorium.
In addition to that, the moratorium also declared there
will be no ICR payment to-be required by the EPA office.
However, after six months if the Congress did not act, then
ICR requirement, as you see in the September Federal Register,
our final ICR reg will immediately become applicable.

The purpose of this meeting I want to re-emphasize
is sort of an exberiment for us in a way that generally
we make our recommendations, or we roughly made up our
mind, and then come out and go through a public hearing. 1In
this particular study we feel that we should bring the
public earlier in the stage of the decision-making process.
So we come here with aﬁ open mind as to what are the best
alternatives for the future course of ICR. So any of the
alternatives that you see in the handout, or in the mailing
material, they are not inclusive. We don't favor any one
of them. By going through a public meeting in ten regions,

we will go back to D.C. and review all the comments you made
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or any addition or revision of those alternatives, and we

" Will make a final decision as to what we will recommend

to the Congress.

I also want to point out that the final decision
of making that recommendation is in EPA. However, that
decision, as you may know, was very much based on what you
comment on, what your suggestions are, so I encourage all of
you to make your opinion known; and we will put them in the
record as well as in the base for consideration.

Again at this time I will turn this over to Tom.

MR. ROBERTSON: Good mprning. My name is Tom
Robertson. I am one of the so-called cadre members in
Region VII, responsible for being the resource person for
the staff engineers. This morning I will give you a brief
historvy of the Coopers & Lybrand study so we can bring you
up to date.

As we all know, the passage of the Federal Water
Pollution Control Act of 1972, Public Law 92-500, as it is
commonly known, intended that wastewater treatment facilities
be operated as nonprofit public utilities.

Section 204 (b) of the Act required grantees to
develop and maintain a rate system. The first type of

rate system was User Charge to cover the operating and
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maintenance and replacement cost of the treatment system,
from the users of the system on a proportional basis related
to useage and Industrial Cost Recovery, to recover

from industrial users of sewer systems tha tportion of EPA
grant allocable to the construction of the sewage treatment
works.

While some jurisdictions disagree with EPA's
regulations and guidelines related to User Charges, most
grantees agree in principle with the EPA concepts,
idea of economic self-sufficiency for wastewater treatment
systems

ICR on the other hand is a topic which has caused
considerahble debate over the last six vears. In response
to many guestions and much discussion, Congress in December
1977 enacted the Clean Water Act of 1977, commonly known as
Public Law 95-217. This Act made several modifications to
the 1972 Act. One of the requirements was set forth in Sec-
tion 75 of the Act, which specified that EPA would study the
efficiency of and the need for Industrial Cost Recovery.

The study was to include but not be limited to an analysis
of the impact of Industrial Cost Pecovery upon rural
communities and on industries in economically distressed areas,

or areas of high unemployment. The report must be delivered
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to Congress by December 31, 1978.

In May of this year, EPA contracted with Coopers &
Lybrand to conduct the ICR study for the agency. Coopers &
Lybrand, a management and consulting firm, is one of the
larggst of the big eight certified public accountant firms.
Their firm was selected for several reasons. Some of the key
reasons were they had the necessary expertise and were
familiar with the User Charge and Industrial Cost Recovery
requirements, had sufficient experienced personnel to per-
form the study within the very short time period allowed,
and was respected by the industrial community and by local
governments which had previous exposure to CPA firms as
objective and disinterested auditors.

The purpose of the ICR study was to carry out the
instructions of Congress. The basis for the contractor's
scope of work were the questions inserted in the Congressiona
Record, December 15, 1977 by Congressman Roberts. A copy
of this is available and I believe you ‘have it in your hands.

It has long been the intent of Congress to encour-
age participation in publicly owned treatment works by
industry. The conferees are most concerned over the impact
of Industrial Cost Recovery provisions of existing law
which it may have on industry participation on these public

systems. Accordingly, Industrial Cost Recovery section
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has been incorporated in a conference report and EPA is
encouraged to submit the results of the study as soon as’
possible.

It is expected that the Administrator will con-
sult with all interested groups in conducting the study and
the study will address at least the following questions.

First, whether the Industrial Cost Recovery
program discriminates against particular industries or
industrial plants in different locations, and do small town
businesses pay more than their urban counterparts?

What is combined impact on such industries of"
the User Charge and ICR requirements?

Second, whether Industrial Cost Recovery program
and resultant User Charges cause some communities to charge
much higher costs for wastewater treatment than other
communities in the same geographical area.

Some communities have indicated that disparities
in ICR and User Charges affect employment opportunities.

Whether a mechanism should be provided whereby
a community mav lower its User Charge and ICR charges to
a level that is—competitive with other communities in order

to restore parity.

Third, whether ICR program drives industries out of
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municipal systems. The extent of community impact should
also be evaluated.

(4) , whether industries tying into municipal
8ySstems pay more or less for pollution control than direct
dischargers.

(5) whether fndustrial €ost Recovery programs
encourage conservation, the extent and the economic or
environmental impact.

(6) whether Industrial Cost Recovery encourages
effective solutions to wastewater pollution problems.

(7) how much revenue will this program produce for
local, state and federal governments and to what use will
or should these revenues be put?

(8) Determining of the administrative cost of
this program. Additional billing cost imposed, cost associatea
with the monitoring of industrial effluent for the purpose
of calculating ICR charges, auxiliary benefits associated
with the monitoring of industrial effluent procedures
necessary to take account of the changes in the number of
industries discharging in municipal plants, and the impacts
of seasonal or other changes in characteristic and quantity
of effluents discharged bv individual industries.

Coopers & Lybrand has been busy for the last five

months asking gquestions and gathering data from a cross
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section of viewpoints.

As a final action in their data collection phase,
ten meetings are being held throughout the nation.

To present a summary of the data gathered today,
as well as a preliminary set of conclusions as to what the
data means, we would like to gather data and statements
from those interested parties with whom we have not had the
opportunity to talk in the past and want to present a list
of some of the alternatives to Industrial Cost Recovery which
could be recommended.

Finally, we want to answer as many of your
questions as we possibly can.

Our primary purpose, though, is to listen to
your comments. With that, I will introduce Alan Brown of
Coopers & Lybrand who will tell us briefly just what it is
they have been doing for the last five months.

MR, BROWN: My name is Alan Brown. I was respons-
ible for the data collection in the western half of the
country, which included this region. When EPA first asked
us to conduct the ICR study, the first thing we did was
to go back ang, read the 1972 legislative history related
to User Charges and Industrial Cost Recovery to find out
exactly what ICR was supposed to accomplish; and stated

briefly, we found that there are two major ideas contained
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in the legislative history. The first idea was that of equity,
Or an attempt to equalize assumed economic advantage, and

by that I mean less expensive sewage treatment cost to those
industries using public sewer systems as opposed to those
industries treating their own sewage.

The second idea was that of capacity or appropriate
sizing of wastewater treatment plants with adeguate but not
excess future capacity.

A third idea there but not as central to ICR as
the first two was an attempt to encourage water conservation.

Now this background material, together with the
legislative historv, related to the 1977 Act and Congressman
Roberts' guestions and Congresswoman Heckler's statements
on ICR served as the frame of reference for us to plan the
study.

The initial step in late May of this year was to
sit down with EPA personnel including John Pai, John Gall
from Pegion I, and Ted Horn from Region V and put together
what we call a shoppina list of every piece of data we could
think of that would assist us in answering the specific
questions already asked about ICR, as well as .addressing
more general issues that were involved.

We took this list of data elements that we put

together and converted it into two draft survey instruments.
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One that we were going to use for industry and one for gran-
tees. The draft industrial questionnaire was reviewed

with the National Food Processors Association, the National
Association of Manufacturers, and other public and industrial
association groups to see that the information we were seeking
was available and could be presented by industry. After
refining the questionnaires, we developred a list of people
to survey. We compiled with EPA regional office assistance
a list of approximately 100 cities which we plan to visit
and these cities ranged in size from Ravenna, Nebraska

with a population of about 560 to cities as large as ﬁew
York and Chicago.

We eventually visited approximately 120 cities,
some of them twice, if there was strong local interest in the
study. Our standard procedure was to attempt to meet first
with the local agency responsible for wastewater treatment
and then later in the day with any industries, civic groups
or public aroups that showed an interest in discussing ICR
with us. We mailed survey questionnaires out ahead of time
to the veople we were going to meet with, so that they knew
the kinds of dat;fwe were looking for and could prepare
before we arrived. We stressed the participation in the

Survey and in the study was voluntary.
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Now in many cases people cooperated and returned
completed questionnaires rather than meeting with us per-
sonally.

After the list of 100 visits to cities was com-~
Piled, we came up with an additional list of 200 cities for
telephone surveys. The same questionnaires were used and
they were mailed in advance to the people who were to be
surveved over the phone.

We also came up with a group of five, which was
later expanded to six industries selected for detailed
studv.

Although we were interested in discussing the
impacts of ICR on industry in general, we were particularly
interested in industries which met one or more of the
following criteria: .an industry that was labor-intensive,
had a low operating margin, there were high water users,
were particularly affected by seasonality or particularly
affected bv pretreatment regulations. The industries
eventually selected for detailed study were meat nacking
industry, dairv pnroducts, paper and allied products,
secondary and metal products, canned and frozen fruits and
vegetables and textiles.

A list of selected establishments in those

industries located in cities where we were going to visit in
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the telephone survey was prepared and the survey forms
majiled to those establishments.

The entire data collection effort, as I just
described it, the personal visits and the telephone surveys
of grantees and industfies was accomplished in six weeks
using ten teams of C&L consultants in the £field.

The second step in the study after the data
collection and just as important as the first was to develop
mechanisms for public participation in the study. We
wanted grass roots involvement and an open studv. We
put together an ICR Advisory Group of avproximately 40
individuals representing industiral, environmental, civic,
local government and Congressional interests and relied upon
them to keep their local chapters involved in the study.
Monthly the meetings were held in Washington and transcripts
of the meeting mailed to anyone wanting them.

The third step in the project was to summarize

and analyze the data that we collected. We are currently

some preliminarv conclusions as to what the data we collected
means. Several computerized statistical analyses were
developed and are currently being refined. We have looked at

enough data so far to be able to formulate some possible

completing this task in our office in Washinaton and have reached
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alternatives to ICR as it is presently constituted, and the
Purpose of our meeting today is to relate to you what we found
and get your reaction to it.

After these ten regional meetings are held, we
Will put together a draft final report which will be widely
Circulated and this is scheduled to be written in mid-
November. Then in December we will begin to write our
final report which will be delivered to Congress in late
December., The final report will contain recommendations.

We cannot of course guarantee that Congress will
act on our recommendations.

Since you are all interested in our findings and
conclusions, I will turn the meeting over to Ed Donahue who
is going to talk to you a little bit about what we found,
what we think it means, and what possible alternatives could
be selected for ICR.

MR. DONAHUE: Good morning. The data and statistics
that I will be using are based on the data that we gathered
in our study, and the data is currently being studied,
validated and refined in our Washington office. Rather than
hand out raw data of computer printouts that are understandable
to only a few people, we have summarized our data to a handout

entitled "ICR Studv Data" dated October 10, 1978. You



748 THIRD STREEY, S.W. — WASHINGTON. D.C. 20024 — (202) 5%54-9148

STEPHEN B. MILLER & ASSOCIATES

23

should have received copies of this handout earlier. The
final version of the data analysis will be much more
eXtensive, much more detailed than this, and will be
included in our final report as an appendix to the report.

Without any further delay, let's look and. see
what we have got. Remember, though, the data is mostly
average data and recuires careful thought before using it.
It can be very misleading. We eventually got data from 241
EPA grantees. The best data obviously came from places we
actually visited. Data obtained through telephone surveys
was not as complete or precise but it was useable.

We also obtained data from 397 industrial
facilities, mostly through the effort of trade associatiocns.
The industrial data is at plant level rather than comnany
level.

Looking at the major issues before looking at spe-
cific data, the first thing we want to address is the issue
of equity or the assumed economic advantage: namely, less
exvensive sewage cost for industries using POTWs versus
those treating and discharging their own waste.

We uSeéd a computerized model which we had developed
for industrial clients for tax purrposes and modified it to

reflect user charge and ICR situations. Basically the
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model incorporates equations which were developed for us
by Camp Dresser & McKee, which reflect the cost of doing
business, enabling the company to evaluate alternatives--
in essence, a "make or buy" decision. In this case the
- whether to use treat

question was /POTW or to adr.+their own sewage.

What we found for some medium or large industries
having compatible wastes, it is cheaper in the long run to
selfitreat without including any ICR charges in the calcu-

lation, just using User Charges. This is a very significant

finding. What it means is that even without ICR pretreat-

ment costs, large industries should from the economic viewpoint

treat its own sewage. This is based on several tax changes
that were not really known to the Public Works Committee
when they wrote 92-500 in 1972,

Basically there are three tax incentives for people
to self-treat, which make it attractive for them to self-
treat:

Accelerated depreciation, five-vear write-off for
pollutibn control equipment.

Investment tax credit to capital equipment

And use of tax-free IDB's or Industrial Development
Bonds to finance self-treatment facilities.

The proposed tax law changes, some of which have
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just been enacted and some of which are going to come over
at the beginning of the next session, if enacted will

make it more attractive for industries to self-treat because
of the increase in investment tax credit that the tax laws
are talking about.

What this finding says is for many industries it
is cheaper to self-treat than use POTW. If this is the case,
why don't more industries self-treat? There are several
reasons. FEither they are geographically located somewhere
that they can't self-treat, not on a river or stream or
some receiving body that they can discharge into; or,
the second reason, probably more common, is that they just
don't want the hassle of self-treatment. They don't want
to have to have an NPDES permit, don't want to have to operate
a sewage treatment plant, etc.

UC/ICR has not been in effect long enough to see
its impact. The significant thing to bear in mind, though,
is that if ICR and pretreatment costs are added on top of
User Charges, they could be the "final straw" that drives
industry out of POTWs, thus making it more expensive for
remaining POTW-customers to use the facility. In particular,
EPA's application of pretreatment standards is likely to make

many industries consider self-treatment.
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The second major issue is that of POTW capacity.
Based on the survey of 241 wastewater treatment facilities
from which we obtained data, the average POTW uses only
68 percent of its des;gn capacitv. The usage ranges from
a low of 4 percent to a high of 120 percent. It appears
that ICR, as presently formulated, has not acted to put a
cap on the construction of excess future capacity in POTWs.

The third issue, that of water conservation, is
not as clear. Based on the industries we surveyed, water
consumption has dropped an average of 29 percent, but the
industries with whom we talked attributed the water conserva-
tion to higher water rates and to user charges, not to ICR,
because Industrial Cost Recovery, as a percentage of water
bill and User Charges, is not that sighificant at this time.

The economic impact of ICR to date is not signifi-
cant, in most locales, because:

ICR has not been in effect for more than a year or
two; and secondly, most grantees have susvended ICR billings
while the moratorium is in effect.

The exception to the insighificance of ICR is
those cases where there are seasonal users and/or AWT. 1In
those cases, total sewage costs for industries have increased

by several times.
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The incremental impact of ICR above User Charges
is generallvy not great with the exception of the two cases
just mentioned; the combined impact of User Charge and
Industrial Cost Recovery‘'can bhe verv significant.

We can find only a few scattered instances of plant
closings due to sewage costs, and none attributable solely
to ICR. The total jobs lost in the plants that did close
was less than 1,000. In every case, there were other factors
such as plant age which affected the plant closing alse.

The impact of Industrial Cost Recovery appears to
be greatest in older cities, particularly in the Northeast,
and particularly in small to medium sized cities, and in
agricultural communities. There does not appear to be any
impact of Industrial Cost Recovery on the industrial growth
patterns to date. We were not able to differentiate thé
imnact of ICR on small versus large businesses, bhecause very
few industrial plants were willing to disclose production
or sales data. The cost to industry of sewage treatment
is much greater, by about 50 percent per gallon, on the
average, in AWT facilities as compared with secondary plants.

The -incremental cost to grantees to maintain and
onerate an ICR system--by that I mean the "eliminatable cost"”
above .and beyond the cost of maintaining a User Charge system

is small, when compared to- the total costs of sewage,
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averaging about $15,000 per grantee per year. Average

ICR revenues per grantee per year are approximately $88,000
of which $8,800 is retained for discretionary use by the
grantee.

There is more data which might be of interest to
You that is included in this handout and in some other hand-
cuts we have. We would be pleased to discuss specific
data during the question and answer period at the end of
our meeting.

To summarize our findings and conclusions very briefly

ICR is not doing what it was supposed to do.

Relatively few cities have implemented Industrial
Cost Recoverv and most of those who have implemented
Industrial Cost Recovery have suspended collections.

ICR to date has had no significant impact on
employment, plant closings, industrial growth, import/export
balance, or local tax bases.

ICR is not proving cost-effective, in producing
revenues for local or federal governments, at least in
most cities.

We must realize, however, that the Clean Water
Act had social as well as economic objectives. Among other

things, Conqress was attemnting to avoid the appearance of
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using public money to subsidize industries that discharged
to grant funded POTWs. While our studies have shown that
many of the economic objectives have not been met, the
social objectives remain. Accordingly, it is appropriate

to consider a series of alternatives to ICR as it now exists.

At this time I will ask evervone to turn their
attention to a document entitled "Preliminary Compilation
of Possible Study Alternatives" dated October 10, 1978,
which vou should have copies of. The document presents 16
alternatives, ranging from leaving ICR as it now is to out-
right elimination of ICR. These alternatives are not
necessarilv mutually exclusive. That is, some of them could
be combined for concurrent use.

Since not all of you have had the time, in fact
probably most of you have not had the time to look at these
alternatives, what we would like to do is adjourn the
meeting for 20 or 30 minutes, give people time to read through
the alternatives, get some personal reaction, and sort of
stretch your legs a bit, if people will take 20 or 30
minutes to read this and then take statements or guestions.

MR, PAI: If we could come hack at eleven o'clock.
Those who want to make a statement, register with the lady

down there,
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MR. NIELSON: Could you explain some abbreviations?

MR. DONAHUE: I gqguess when you get involved in
this, you fall into the jargon habit. We have a glossary
Oof terms that we used that we stole from an EPA publication,
for those people who are not familiar with engineering and
accounting jargon that gets used and thrown around here.
We have several copies of the glossary of terms. I apolo-
gize, we-all apologize for falling into jargon.habits.

If we could come back together at eleven o'clock.

(Short recess)

MR. PAYX: Ladies and gentlemen, would you kindly
sit down and let's continue with the meeting.

MR. DONAHUE: If everybody could take a copy of
the alternatives, possible alternatives, Alan is going’
to go through them one at. a time. There are a lot of
subtleties in some of them, and some are not very subtle
like the first one. But one of the things we want to stress
is these are just a list of alternatives that we were
able to come up with among ourselves from a management
financial point of view, among people from EPA in Washington
and some of the regional offices, among some people from
our Advisory Group, including some industrial people, envir-
onmental people.

If anyone can propose additional alternatives or
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varia€tions on these, or combinations of these, we would
be glad to hear from you later on in the meeting. This is
not intended to be a comprehensive list of alternatives.

I would like Alan to discuss the alternatives.

MR. BROWN: -As Ed told you, we tried to come up with
a laundry list of everything we could possibly think of from
all different sources. What I will try to do is go over
these and tell you what we thought about what the alternative
means as we envision it, what some advantages are and what
some disadvanhges are. The Iist of advantages and disadvan-
tages are by no means comprehensive. We just tried to put
down some very basic ideas to give people enough to think
about and to be able to discuss the points.

Por instance, on some of the disadvantages, you
will notice that a lot of times one of the things we talk about
is eliminate ICR reveneus returned to the Federal and local
governments. I guess some discussion of that is called for.

We are not trying to quantify actually how much
is going to be lost to each local government or to the Fed-
eral Government, but we estimate that ICR revenues, once
this whole thing gets on line, are going to be between $1-2
billion, which is significantly lower than was estimated
earlier. I think the Public Works Committee or someone

estimated $4-1/2 to 7 billion a year. Now we estimate the



743 THIRD STREET. S.w. — WASHINGTON. D.C. 20024 — (202) 554-9148

STEPHEN B. MILLER & ASSOCIATES

rd

32

total ICR revenues of between :$1 billion and $2 billion,
and that means the amount of money returned teo the PFederal
Government will be half a billion to a billion docllars a

Year, Over 30 years--excuse me--not a year.

That could have been a significant preblem later on,

That is over 30 years.

The first alternative, and these things are not
ranked in-any order of preference or anything like that, we
are numbered so we can talk about them--the first one
and moat obvious alternative is just to abolish ICR, get rid
of it, not substituting for it, just throw it away.

Some of the advantages are that it would eliminate
complaints from grantees that we have heard that ICR is not
cost effective, it is difficult to monitor and enforce
and administer. It is going to eliminate complaints from
industry that ICR is really double taxation, and in some
cases adds an unfair economic burden based upon whatever
geographic area you are in. It is also going to eliminate
some inconsistent ICR charges that can be seen across the
country, based on the same type of treatment plan.

Some -of the disadvantages, I remember one of the
criteria we talked about earlier, ICR was designed to put a
cap on censtruetion of excess capacity, and one of the

disadvantages will be that without some control over design
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pParameters allocated to industry, abolishing ICR may
encourage some grantees to plan and construct treatment works
that are larger than necessary.

Another disadvantage will be lost revenues.

Alternative No. 2 is to base the grant funding
for eligible project costs, and this includes industrial
capacity, on a sliding scale, funding current needs at 75
percent and reducing the total federal share of the project
cost as grantees plan treatment works that are larger than
current needs indicate.

ICR would be computed the same way it is today
on current regulations.

Now when we talk about current needs, what we are
talking about here is secondary, and if a state or local
community decides that they want to build a tertiary or
advance treatment plant, then the federal portion would be
based only on the cost of the secondary. Your grant funding
would go down proportionately. If you need & 10.MGD plant
for current needs and you build a 20 MGD plant to meet excess
capacity, your grant funding is going to be downbased on
some formula. That is the total project cost.

_ Some of the alvantages here would be tc encourage

more front end planning, reducing excess capacity that you
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sometimes see designed and constructed. It is going to
encourage industry to participate in planning,in identifying
treatment works needs.

Some of the disadvantages are that it may not be
cost effective when you are designing treatment works for
large, rapidly growing areas and going to increase the total
share of cost for grantees building treatment works larger
than their current needs indicate.

Alternative No. 3 is very similar to Aleernative -
No. 2 and it is to base grant funding for eligible projgct
costs once again on a sliding scale.

But the only thing that would be federally funded
would be domestic needs. The industrial share of the treat-
ment works would be funded by the grantee.

This alternative differs from Alternative No. 2,
in that No. 2 we find industrial and other capacity based
on current needs. This Alternative No. 3 would eliminate
ICR because there would be no federal grant for industrial
share, and therefore there would be no ICR. The advantages
would be to eliminate grantee complaints that you have
heard before that it is not cost effective and difficult to
monitor. It would eliminate industry's complaints about
double taxation, it would eliminate the costs associated

with implementing and monitoring ICR systems and would
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encourage better planning.

The major disadvantage was, it is going to
increase local share of project costs which could be signifi-
cant in many cases. Thesde costs could be added on and
Passed through to industrial users and might exceed the total
ICR costs because there is going to be no federal funding
at all for industrial capacity.

Alternative No. 4 is to charge ICR only on treat-
ment works, and eliminating any charge on interceptor
sewers.

The advantage here would be reduce administrative
work grantees often have to go through now in attempting
to identifv and allocate costs to industries on specific
interceptor systems.

The major disadvantage would be to reduce revenues.

No. 5 would be to base industry's share of the
federal grant on an incremental cost basis rather than
Proportional cost basis as is the case now. This means
if you have to build a 10 MGD plant, and 2 MGD of that is
allocated to industry, vou base the cost of ICR on an
incremental basis rather than a proportional basis; if you
figure that additional 2 MGD for industry it costs you

$1-1/2 million. That is what you bhase the ICR portion on.
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The advantage here would be to allow industry
to receive benefits of economies of scale using an incremental
cost basis, and major disadvantage would be to make it very,
very difficult to determine what these incremental costs
really are.

And it would be very difficult to determine
incremental costs.

Alternative 6 would be to allow the costs
of constructing industry's portion of the treatment works to
be grant eligible based on grantee's option. If the |
grantee elected to have federal fundinag for industry's share,
there would be ICRs as currently constituted. If the
grantee used an alternative source of funds to fund
industry's share of treatment works, there would be no ICR.
Grant eligibility could be based either on proportional
or incremental, depending on how it is determined.

The advantage here would be to allow grantees to
make a local decision on ICR. If the grantee wanted ICR,
then he could accept federal funds, and if he didn't want
ICR, then he would have to identify additional sources of
incomet

And another advantage would be to encourage

industry participation and p.anning, because industry would
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be greatly impacted depending upon how the grantee
decided to go.

A disadvantage here would be that industry may
Stil} complain that there is double taxation in that you
have inconsistent and unfair economic burdens of ICR depend-
ing on where you are located.

Alternative No. 7 is to establish a uniform ICR
rate, and all the things you see listed below are the
possibilities for determining a unfirom rate. For instance,
you could do it nationally, regionally,on a state basis
or city basis; all of those would be reasonable.

The rate could bemodified and based on the level
of treatment from the plant, treatment type or level of
discharge from POTW. For instance, an industry discharged
to a secondary treatment plant, then possibly his ICR would
be adjusted upward, so that it is eguitable in relationship
to other industries that have to introduce to, say, a
tertiary plant.

One of the advantages would be to reduce incon-
sistencies of ICR rates aci>ss the country, but major
disadvantage is that it is/going to be very, very difficult
to develop and administer.

Alternative No. £} is to establish what is known

as a circuit breaker type ITR exemption. Asg local conditions
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exceed a certain threshold level, then ICR would drop out
and would not be collected. As conditions went below
threshold, ICR would kick back in and would be charged to
industry. Now some of the thresholds that you might want

to base ICR on would be local economic conditions, such

as unemployment, or based on strictly, say, an industry group
or geographic area; level of pollutant discharge or even
dollar level of ICR payments.

Now currently EPA has a level of pollutant dis-
charge exemptions which is equivalent of 25,000 gallons per
day domestic sewage. That is a circuit breaker. That gives
you an idea of what we are talking about here.

Some of the advantages would be to reduce the
number of industries required to pay ICR, and to allow
flexibility based on special circumstances.

A disadvantage would be, it would be difficult
to administer and develop and it would result in inconsistent
charges from section to section.

Alternative 9 and 10 are basjically the same.
Alternative 9 is to allow a tax credit for ICR payments and
Alternative 10 is to allow tax credits for pretreatment costs.
The tax credit for ICR payments would eliminate industry
complaints about double taxation, and the tax credit would bhe

in addition to normal write-off that industry is normally
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taking for ICR as a business expense.

The disadvantage would be, it would be difficult
to administer and it is going to reduce revenues and it is
also -going to require some legislative changes.

Alternative 10, tax credit for pretreatment would
be a tax credit pertaining both to capital investment and
O&M ‘costs. And industry would be able to take a credit for
its capital investment in equipment and for the amount it
cost to operate and maintain that eguipment each year.

The major advantage here would be to encourage
industry to pretreat waste.

Disadvantages are it would be difficult to adminis-
ter and once again reduce revenues.

Alternative 11 is to return to the regquirements of
Public Law 84-660, abolishing ICR as it is now.

One of the complaints that we have heard from
grantees and industry alike is that communities that had
treatment works funded under Public Law 84-660 do not have
ICR, and therefore it is less expensive for industries
in those areas, adding unfair economic edge.

What Public Law 84-660 required was that there
be proportionate charge for grantees' local share of capital

cost, so that is what we are talking about.
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The advantage would be, it would eliminate complain
from industries that there is an inequitable charge,
depending on which law provided funds for public treatment
works. There is a possibility it would reduce the administra-
tive burden on grantees, because it is less difficult to
Comply with requirements of 84-660 than 92-500.

Disadvantages are reducing revenues and there is
the possibility that it would encourage excess capacity,
lacking other controls.

Alternative 12 would be to abolish ICR ag it is
now, and have no ICR payments and require that the local
share of project costs be recovered through proportionate
User Charge. This would extend control over the User Charge
and it is going to mean that EPA currently does not look at
debt service. If this alternative were adopted, it would
mean debt service would have to go into User Charges just as
you're on.

The advantage here would be to achieve equity in
establishment of rates, if thoroughly and consistently
monitored.

Major disadvantages are it would reduce grantees'
flexibility in designing rates. The grantee would not have

the choices and options available that he has today.
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It is going to increase the grantee's administrative cost
bacause it would make the User Charges more complex.

It is going to.increase costs to the large
users where the grantee currently uses a sliding scale
rate, and it may require major changes in bond covenants
where grantees have used revenue or general obligation
bonds to finance the local portion.

Alternative 13 is to add the interest component
to current ICR requirements. This would eliminate the-
Perceived subsidy to industry through an interest-free
loan for treatment capacity.

The advantages would be to increase industry
participation in facility planning because their ICR costs
are going to go up, and it would eliminate that perceived
subsidy.

The disadvantage would be that by increasing
your ICR cost, it may encourage industry to seek other
alternatives to using POTW and would increase capital and
O&M cost for those people that remain on the system.

Alternative No. 14 is to extend the moratorium.
We feel that the advantages and disadvantages are basically
the same here. By extending the moratorium, you just post-
pone the date from making a final decision, and you really

do not accomplish much.
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Alternative 15 is to maintain ICR in its
Current form, making no changes t® it. The major advantage
would be that it requires no administrative or regulatory
changes to levy CR as it is, and the disadvantage would be
that it would eliminate none of the problems that are cur-
rently ascribed to ICR by grantees and by industry.

And No. 16, Alternative 16 is to require a letter
of commitment in a contractual form for industries or for
industrial users of POTWs when POTW is sized in the begin-
ing.

The advantage would be, it would encourage more
precise planning on both grantee and industry's part, and
the disadvantage would be that it would commit industry
for a -longer term than most of them are willing currently
to commit themselves, and may drive them out of POTW to
alternative sources.

I have gone through very quickly here the 16
alternatives that we have identified, some advantages and
disadvantages. Now I would like to turn it back over to
John Pai.

MR. PAI: Thanks. I think by briefly summarizing
those alternatives, we will try to address two key issues.
No. 1 is that we need for industrial users to be more

responsible or to participate earlier in the planning process
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of a sewage treatment plant.

No. 2, try to eliminate administrative problems
for both municipal grantees and for the industrial users.

That is basically the key of any of these recommen-
dations. If you want to think in any other terms which would
address these tssues, that is what our emphasis is; what
we would like to present to Congress is, is better planning or
more responsible planning process; earlier stage of planning
process, and simplification of administrative aura.

At this point I would like to open the floor-
for those who reserved time to make a statment. I will go
by the list we received from the register counter. After
we finish with them, anybody who wants to have further
statements to be made, we will have time for them.

At this time I will call the first gentleman who
wishes to make a statement, Donald Kirk-

A VOICE: Before we begin, are participants here
going to receive a copy of the minutes of this meeting and
what is said, or are we going to have to take notes?

MR. PAI: We will send out a summary of this
meeting to every participant. We will also make copies of
the transcript available in the regional office. I am not
sure we can send everyone a complete text of the transcript,

but we definitely would have a summary for this meeting.
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If anybody who wishes to receive that copy would please
register with the desk down there.

I made that commitment for the regional office.
We will make that available to you.

STATEMENT OF DONALD KIRK, MANAGER

‘ENVIRONMENTAL ENGINEERS, HEINZ, U.S.A.

Mr. Kirk: My name is Donald G. Kirk,

Manager, Environmental Engineers, Heinz, U.S.A., Division
of H.J. Heinz Company.

Today I am representing the National Food
Processors Association, a trade association whose members
companies process about 85 percent of the nation's canned
foods for human consumption. I also represent Heinz U.S.A.,
Division of the H.J. Heinz Compahy which conducts food
Processing operations at 14 locations across the country.
Several of these locations, in this region and elsewhere,
have been affected by the industrial cost recovery program.

Many food processors which discharge to publicly
owned treatment works have reported excess increases in
wastewater treatment costs. Most of these are a result of
industrial cost recovery and related grant requirements undex
the Clean Water Act. I should like to cite three examples

from the experience of Heinz U.S.A.
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In one situation the municipal plant was upgraded from
primary to secondary treatment., Sewer costs increased from
$35,000 annually prior to construction to $150,000 following
establishment of the industrial cost recovery system after
project completion, Further refinements have escalated the
costs to $240,800, or nearly seven times what they were four
years ago.

In-a second case, the municipal plant underwent an
upgrading of its secondary treatment system. Company treatment
costs increased from pre-projct levels of $40,000 per year to
$610,000 after establishment of industrial cost recovery.
These are now increasing to $820,000, or an increase of twenty-
fold over four years,

In the final example which I wish to cite, the
mianicipality had completed final design and cost estimates
on a proposed upgrading of secondary treatment. Treatment
costs were projected to increase from $55,000 to $300,000
annually, or more than 5 times, A long term commitment for
these costs would have been requirea. Since the factory was
not highly profitable, the facility was old, and some future
1 oss of production was expected, it was judged to be a mistake
to make such a lbng term commitment, Therefore, the factory

was closed, resulting in a loss of over 500 full-time and



745 THIRD 8“!!1’. s.w. — WASHINGTON, D.C. 20024 — 1202) 554-9148

STEPHEN B. MILLER & ASSOCIATES

46
and part-time jobs,

These three cases show the magnitude of economic pressur
being felt by food processors subject to industrial cost recovers
programs, Unfortunately, these seem to be typical of our
industry,

I should like to identify some problems with the
industrial cost recovery program:

3. Congress apparently developed this program so that
dischargers to municipal systems would not receive ah unwarranted
or disproportionate benefit from grant funds, creating unfair
competitive advantages. It appears that the opposite has
occurred. Coopers and Lybrand have made an intensive study of
data resulting from a detailed survey of the food industry.
Their preliminary results show that municipal treatment system
costs are two to four times self-treatment costs,

2, The industrial cost recovery program is not the sole
reason for high municipal treatment costs to industry, However,
it is major, as industrial cost recovery may constitute over
20 percent of t6tdl costs in many cases,

3, In addition to the direct effect of the grant
repayment requirement, the method of cost sharing dictated by
the Clean Water Act indirectly affects the industry share of
local capital requirements, The proportional sharing require~
Eent puts the industry in the position of partially subsidizing

a municipality.
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a municipality,

4, The seasonal nattre of food processing often

requires that the municipality provide a large treatment

capacity which is unused much of the year, This requires

a diaproportionate commitment to éapital and industrial

cost recovery charges, amplifying the industrial cost recovery
impact. This often occurs in small towns, where the industry
becomes even more vulnerable to a heavy commitment.

5. The current high costs discourage the use of joint
municipal-industrial treatment systems with their advantage of
economy of scale and the regulatory advantage of fewer dischar
and treatment control points,

Because of the aforementioned problems, it is
recammended that the industrial cost recovery program be
discofitinued. It is realized that there are many alternatives
which could result in partial relief. However, the magnitude
of the inequity is such that total abolition is necessary to
remedy the problem,

If total abolition of the industrial cost recovery
program does not occur, or if EPA continues to influence the
manner in which wastewater treatment cost sharing between
industries and municipalities d& comducted, some changes are
needed, A more flexible system is suggested which would
allow industry to pay, as a minium, the incremental costs

inéurred by their presence in the system,
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This incremental cost is the difference between the

cost of the joint industry-municipal system and the expected
cost of a system designed to handle only municipal flows if no
industry were participating., This will eliminate any subsidy
of the municipality by industry, and indirectly urge some
reduction of the inflated industrial share of local capital
costs,

Mr: Donahue::,: - 'r--.. The data that Mr, Kirk cited
about food processors is contained in the last three pages of
that handout on study data,-based on data supplied by members c.
the National Food Processors Association, We came up with some
statistics and averages. That is the data he is talking about,
You do have copies of it.

MY. Pai: Mr. Boyd Mills please.

MR, .MILLS: My apologies, He asked me if I had a

prepared statement, I don't.
A couple of comments, My name is Boyd Mills. T am
City Administrator in Arnold, Missouri, over near St. Louis,
This Industrial Cost Recovery has cost the city quite
a bit, in staff time as well as our consultants'time. We
tend to feel it is a mite unreal. We are a suburb, a satellite
if you will, of the City of St. Louis. We have gone to great

lengths to attract industry, I am happy to say we have one of
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the top industries coming into our area and building at this

time. They have a representative here today because of their
intarest in Industrial Cost Recovery, and some gquestions I am
sure, of the inequities in it. Our consultant is here, and I
am here.

Because of this one industry that is coming in, we have
to get up to our eyeballs in Industrial Cost Recovery. If this
same area was to be developed by a private developer, with all
residential homes, I venture to say none of us would be here
and we wouldn'‘t have to worry about Industrial Cost Recovery,

The one thing that bothers me a little bit. and I see
it crop up here in the meetings, the use of the word Industrial
Coat Recovery, the ICR and user fee are used dmost interchangeably.
You just go from one to the other and back and forth, just as
if the fence had been driven into the ground, We feel that we
have a good user fee in force, everything considered. We have
a proposed user fee before the EPA, I believe, because we are
that far along in our grant, and we feel anyhow that we can more
than adequately handle industry coming in, their participation
in sewage treatment, if you will, and we would like to see it
Ltay at the user fee level, and not be saddled withthis Industrial

Cost Recovery,

At such time as EPA can make up their minds and get
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away from this interchangeability of user fee and ICR, well,
maybe we can get some of the kinlis ironed out and get this
thing off the ground,

The ICR is a burden that we don't want to be saddled
with as a city and I am sure that, as Mr, Kirk said, the
industry doesn't., I personally feel very strongly that the
same principles or same intent, if you will, can be put into
user fee and we can go from there and we can get the doggone
job done.

Thank you,

MR. PAI: Thank you,.

MR, DONAHUE: The one comment I would like to make is
that we refer to User Charge, Industrial Cost Recovery, sort of
simultaneously in the same breath, because it is really sort
of hard to separate them,

The purpose of the study is to look at Industrial Cost
Recovery if you read the aw, Section 75 says EPA shall study
efficiency of and need for repayment, and so forth.

Some of the questions asked in the Congressional Record,
legislative history related to User Charge as well, So we
are really trying to look at total cost of sewage treatment,
with an emphasis on ICR, and any of the alternatives that we
have posed are based on a premise that even if you do away with

or modify Industrial Cost Recovery, you are still going to have
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to maintain a User Charge system, so that is the point of
departure for any of our alternatives.

John,,

MR, PAX: Thank you, EQ,

Mr. Richard Miller, please,

STATEMENT OF RICHARD R, MILLER,

SOUTH ST, JOSEPH, MISSOURI INDUSTRIAL SEWER DISTRICT

MR, MILLER: My name is Richard R. Miller. I am the
Chairman of the Board of Supervisors of the South St. Joseph,
Missourl Industrial Sewer District. I offer the following
comments concerning Industrial Cost Recovery.

Without the opportunity to review the Coopers & Lybrand
Report, we can only comment on the potential impact of Industria:
Cost Recovery on the industries within the South St. Joseph
Industrial Sewer District, The South St. Joseph Industrial
Sewer District was created on May 7, 1962 and pursuant to the
provisions of the Statutes of Missouri, is a political
subdivision of the State of Missouri. The Industrial Sewer
District provides primary treatment to 14 industries and
busifiesses within the District, Five of the Industrial
establishments hear total responsibility for the payment of
principal and interest on bonds sold in 1963 to finance construc-

tion of primary treatment facilities,
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In order to comply with the discharge requirements of

Public Law 92-500, the Industrial Sewer District will transmit
the effluent from the primary treatment facilities to the City
of St. Joseph treatment works for secondary treatment. The
City of St, Joseph anticipates that the secondary facilities
now under construction will be complete in the spring of 1979.

In 1977, the Industrial Sewer District incurred costs
o f approximately $187,000 in providing primary treatment to
the industries and businesses served by the District. 1In 1980,
the costs for primary treatment incurred by the District and
charges for secondary treatment provided by the City are
projected to total $543,900, an increase of about 190 percent
over the 1977 costs for primary treatment.

In addition to the costs for secondary treatment, the
Industrial Sewer District will be subject to Industrial Cost
Recovery charges associated with the City's secondary treatment

facilities. The ICR charge to the District in 1980 is projected
to be approximately $124,000, The resultant total annual
treatment bill for the -District in 1980 is projected to be
$686,900, over 3«1/2 times the 1977 costs incurred by the
District,

Since 1970, two major production facilities served by
the Industrial Sewer District have closed while others have

curtailed production and 75 percent of the anticipated load for
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our primary treatment plant has failed to develop.

As can be seen by these figures, the economic impact
of secondary treatment on the remaining industties within the
District will be substantial. The additional costs for secondary
treatment, both in user charges and ICR, will, without doubt,
adversely affect the cost picture of industry within the
District,

The' Industrial Sewer District recognizes that secondary
tredtment is expensive . However, the District feels that
Industrial Cost Recovery unfairly discriminates against the
industrial customers of the treatment works, The additional
burden of ICR is not related to costs incurred by the City of
St. Joseph, Missouri in providing secondary treétment and can
only inhibit economic growth in the Industrial Sewer District.

MR, PAI: Thank you. I want to make one comment on the

| atatement, which I think is not a very uncommon example, in a

way that the industrial capacity was provided for before the
industrial users had an opportunity to know what are the costs
to them, As a result, there have been examples where a plan
was designed for the purpose of treating industrial users,and
when the time comés down to make User Charge and industrial cost
repayment, they had a second thought of it, As a result we had

large excess capacity not being used, which is not only a waste
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of federal money, but also a waste of local citizens' money.
That is one of the things we are very concerned with, and I
think every one of us should be very concerned with this. That
biings me back to my original intention of these alternatives,

We try to encourage industrial users to know what they have to

.:pay before they say I want to use capacity, before grantees

agree to provide capacity to them., I think between Mr, Mills
and Mr. Miller, they show two examples of how one case can work
out, where you have industry that wants to come into town, and
in the other case, they decide not to come in.

We will particularly emphasize alternatives to the
Congress,

Mr. W.C, Nielson, please,

. MR. NIELSON: I would like to pass at this time, if
I mayy

MR, PAI: Mr, Richard Wuttke,

MR, WUTTKE: I would like to pass at this time, too,

MR, PAI: Mr, Don Boyd,

MR, BOYD: Pass,

MR, PAI: Mr" George Sallwasser.

MR. SALLWASSER: My name is George Sallwasser, I am with
Horner and Shifrin, Consulting Engineers. I would like to make

a comment with regard to the discussion of advantages and
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ﬁ sddadvantages listed on the alternatives that is put out in
this draft report., I think it is important that we not take as
a "given" that excess capacity is a detriment, For those plants
that are expanding or those facilities having to expand their
capacity, at 1978 prices, the most cost effective capacity that
they have is the capacity they built five, ten or 15 years ago
And I think that obviously there is a point where excess
capacity is not warranted. But I think that a disadvantage of
s ome of the concepts is that sufficient excess capacity will
not be constructed at the current time. I think that that
accounting ought to be read into the advantages and disadvantages
The other thing that I was extremely interested in, the
summary of the Coopers & Lybrand report. It has reinforced
the feelings or the concepts that we have in dealing with a
relatively few number of Industrial Cost Recovery systems,
Basically we find that the Industrial Cost Recovery is a
relatively minor part of the industry's total cost, because
User Charges far outshadow that.
For instance, if capital costs are involved between
60 cents per gallon per day of a capacity up to $1,80, the
industrial User tnarge prorated over 30 years, and assuming
75 percent capacity, means that your annual industrial cost is

$15 to $45 per thousand gallons per day of capacity on an
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annual base,

User Charges, if they are as low as 30 cents per thousanAd
gallons will be 3110 on an annual basis for a thousand gallonms,
and they can go up to a dollar, Then of course that gets up to
$365 on an amnual basis for a thousand gallons.

It seems to me that the Industrial Cost Recovery certainuiy
for small users is-~well, small and large users, is a small
":pereaht of the total cost, and for small users, the dollars are
relatively insignificant and therefore will not have any effect
in controlling the industrial decision making, and so to the
extent that it was intended to control industrial decision
making, it seems &bvious to me from my limited experience that
this would be true, and Coopers & Lybrand's report reinforces
this. So my primary concern is with regard to administrative

costs of administering Industrial Cost Recovery.

My suggestion would be that there be a circuit breaker

'{inyyolved in terms of the minimum Industrial Cost Recovery bill

that would have to be paid. I would say it ought to be between

$2,000 and $5,000 a year, and if this is--this could be further
modified by giving perhaps the city the option, make the
regulations so that no bill less than $2,000 a year would have
to be rendered and giving the city the option of making it,

say, between §2,1§p and $5,000, make it at the city's option,
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and then perhaps over $5,000 a year, or some other figure, it
might be mandatory,

I think this would be fully in accordance with the
review of requlations that EPA is trying to implement and which
was published in their quarterly report on October 12, saying
they are trying to give flexibility to their regulations and
put umbrellas over situations rather than put a mandatory
regulation, I think this type of approach would accomplish

what EPA says they are trying to do with or has indicated that

they are doing with all of their regulations, and would recommend

it to your consideration, Thank you,

MR. BROWN: Thank you.

Just for your information, EPA has recently changed
the regulation, exempting anybody under 25,000 gallons per day
sanitary sewage, which would tend to mean that the community
would have to collect a rather sizeable portion or sizeable
dollar amount before they are going to bill ICR,

But just as an aside, a lot of communities, even though
it wasn't strictly legal, have gone ahead and instituted some
other kind of exemption in the past. For instance, they have
set a floor, say,- 5,000 or 10,000 gallons per day before they
will bill somebody, ICR, or the ICR bill must be $25, $50 or

$100 before they will bill it, This is a fairly common
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situation, and a lot of communities' have already extralegally,
I guess, instituted it,

MR, PAI: I was just informed that copies of the summar-
we are talking about here are now available at the registration
desk, Whoever wants a copy may help themselves to a copy there

The next gentleman is George Milligan,

MR. MILLIGAN: I will pass at this time.

MR%

at’,

PAI: Now, the floor is open to whoever chooses to
maké> a statement, please just come forward, It is not limited
only to comments and suggestions. Any questions you want to
ask or things you want to discuss we will be happy to hear
them.

MR, ROBERTSON: I would like to ask a question, I guess,
to the consultants that did the study, It appears that many of
the comments or complaints appear to be not related to ICR,
but more related to the addition%l cost of beyocnd what they

paid five years ago, like they are complaining more about

STEPHEN B. MILLER & ASSOCIATES

secondary treatment than they are about Industrial Cost Recovery
Wwas that your findings on your national survey?

MR. DONAHUE: Yes, A lot of industries are complaining.
They are complaining about the total cost of sewage, There
are a couple things you have to consider. Most everybody is

upgrading to secondary treatment who didn't have secondary
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treatment before, This means you are going to spend more on
local debt servise and more for operating a sewage treatment
plant, once you build it.

The other thing industries particularly are seeing the
igpact of, and Mr, Kirk alluded to it before, the requirement
for proportionality, a lot of places used to give industries--
not just industry, but anybody, a declining block rate, So
industry is feeling the double barreled impact of upgrading
the level of treatment and elimination of declining block rates,

So even though a city may not be spending a whole lot
more to operate sewage treatment than it did before, doing
away with declining block rates makes industries really notice
the increase in sewage costs,

Somebody must have questions or comments.

MR, PAI: Yes, sir,

MR, MILLS: One more question, I will direct this to
EPA people, and Coopers & Lybrand. A community sets up an
ICR program. You gentlemen from Coopers & Lybrand said some
communities are already taking exceptions already, making
allowances. Are EPA auditors when they come down, are they
going to have hard and fast guidelines and take communities to
task for the ICR program or are they going to be instructed to

allow for variances that the community built into their own
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ICR program?

The auditors, when they come down, if they allow or
don't allow, that is two different lwmrlds twe different ball
games,

| MR, DONAHUE: EPA :addttors,when they are looking ~-=you
are talking about a couple things, okay? When you have the
User Charge system or in this case Industrial Cost Recwuvery
system reviewed and approved by EPA, they are doing it before
you actually implement the thing, You tell them how you are
going to charge people and how you are going to semd out bills,
Their auditors, when they go out loocking at our construction
grant, and allowable costs, and nonallowable costs, may lock at
your ICR system as well, But they are not going to pay as
much attention to your ICR system and how you send out bills as
they aré to how you charge your construction grant,

Legally, you are obligated to send an ICR bill to any-

| boy, no matter how small the amount, The likelihood of EPA

spending a lot of time to find out if you are doing that is not
as great as the likelihood of them spending a lot of time to
audit the cost charge of your construction grant.

MR, ROBERTSON: I think I could give him some relevant
information for Region VII. We have recently been concerned

over the lack of checks coming into the office. We have set up
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the procedures for doing the auditing that you are talking
about, but due to the lack of manpower we have not been able
to implement,

So the municipalities may be doing some alleged
inappropriate activities, There is a mechanism set up to
investigate, but as yet we have not done that.

MR, PAI: Thank you,

Identify yourself,

MR, RESNICK: My name is Jim Resnick, I am the Waste-
water Engineer for the City of Davenport, Iowa, We have already
billed and collected and sent in one year's Industrial Cost
Recovery, We have billed for a second, It will be paid here

next year, Two years and eight months ago we submitted an

- oxdinance to Kansas City and that is the second reason I am here

a dialogue
today, There are two sections that have/ been continuing/between

our city and this region, and the one that is still left is

the Industrial Cost Recovery formulation. And the question

that was just asked was super, I am still here to defend my two
years and eight months status quo, with the third person who

has assumed the job since I have been dealing with this.
Everybody that T have dealt with has been very sincere,in what
they proposed, They have moved on to other pastures, and I am

down here again to go over two years and eight months,
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It is not just frustrating, It has a certain stark
reality because about a month ago we received a letter that
salid because your User Charge and Industrial Cost Recovery i<

system has not been approved, you are not going to get any more

of the grant money you have got coming.

And so even though it has taken two years and eight

mohths to get to this point, no delays on my part, and I can

prove that, I am down here because of the urgency of the letter
from last month,

Now,we think we have not only tried to interpret the
law to its letter, but in its spirit. Every industry in our
community has worked with us in every detail, and has not
voiced, that I know of, any complaints to the state or to the
federal levels, and they have ranged: anywhere from 10 to 20

percent of the annual User Charge collections, And it does

i depend on flow and charge. Everything is there, and it is all

a case of knowing what your values are going to be, based on
what your federal grants are, so you can calculate them ahead
of time as we did, and they are coming out as we suspected.
None of this is the problem with us.

The problem is a matter of interpretation of your own

rulés and regulations, as they relate back to individual

communities. And as a result apparently, as best as I have
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been able to get information, and I have been to a lot of

meetings, whether they have paen Water Pollution Control

Federation meetings or meetings like this, and I am still getting

what I am getting today, that is there is no degree of uniformity

ip the interpretation, even in this region or nationally. That
is a bitter pill. It also results in not having an ordinance
that has been okayed after two years and eight months,

Now, I noticed the list that came out of the number of
communities in our region that have had ordimances that were
submitted and have been approved. I noticed two things. One,
most of them were small communities, assuming apparently ICR
was no problem or a minor one, and two, almost all of them
were in Missouri. I can only assume that ready access to
regional headquarters plays a pretty good role in getting that
job done, That is not right,

This is my second trip this year, and it isn't--we
don't mind making the trip--I do, I don't like this travel, I
am talking about the city--if we can only get it done. But
I left Kansas City several months ago in the spring, thinking
that all was right with the world and I submitted my amendments
as I understood- -them from the meeting and back it came later

again saying, no, and here I am today.



745 THIRD STRELT. S — WASHINGTON, 0.C. 20024 — (202) 554-9148

STEPHEN B. MILLER & ASSOCIATES

64

I don't know what the problems are out here, You talk
case histories all day long, and have every person here and not
here, and an individual story, but those are the things I have
noticed, that access to headquarters, the size of the community
all seem to have played a role, more in approbations that have
been given than anything else, I don't doubt the sincerity
across the table from me, and I don't think anybody has doubted
our sincerity. What I would like to see is, why don't we let
some of this stuff work first, and then see what happena. That
is not what is going on, We are making judgments before they
happen, Sometimes you can do that, Here is a case where I
suggest because of the myriad number of problems we have gotten,
with a problem that really, as has been indicated monetarily
at least, is not that big, has been expanded beyond all reason,

I am glad you had this meeting today, and I hope I can
get my business done right, too.

MR. PAI: Certainly we hear you this time,

Is there any other statement from the floor?

MR. NIELSON: Did I understand you to say that the
estimated return from all of this Industrial Cost Recovery would
only be a half-billion a year?

MR, DONAHUE: Half-billion dollars in total, When Public
Law 92-500 was enacted back in 1972, if you read some of the

legislative history in testimony that was taken, some people on
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the Public Works Committee staff, estimated $4.5:cto0 7 billion
would be recovered out of the original $18 billion worth of
grants that were to be awarded, Based on data we have collectad
from 241 communities, you can scale that up to a national basis,
grants that-were expected to be awarded, It appears that only
$1 billion to $2 billion in the total would be collected which
half of that, it is one to two billion over a ‘Jy -year period,
meaning anywhere from a few billion dollars a year up.

It doesn't look like tit is going to be a whole lot of
money falling back to the Federal Treasury or local government.

MR, NIELSON: That is really amazing, isn't it? All
this hassle for that much money.

MR, DONAHUE: You will find a few communities that very
strongly support ICR. I admit there aren't very many of them,
but there are a couple, particularly if you have a small town,
one industry, I can thing of an example in Massachusetts, where
there is a paper mill, that uses 95 percent of capacity in the
sewage treatment plant. There are only 3N0.people in town, and
the industrial paper plant operates/ggzage treatment plant for
the city for a dollar a year, coincidentally provides servictes
to the residences of the community. People on that town council;
wrote a very forceful letter to their two Senators and their

Representatives encouraging EPA to recommend ICR be maintained
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because since the industry--the industry is not complaining
about ICR, because they looked at it as an interest-free loan
for a 30-year period to build their own sewage treatment
plant, and the town is getting 10 percent off the top of the
annual ICR collection, and they are using it to significantly
reduce their property taxes, In their case, it is a significa
factor, In most cases it is not. You are not going to find
very many communities saying that,

MR, PAI: Would you identify yourself.

MR, NIELSON: W,C. Nielson,

MR, PAI: Thank you.

MR, FREDERICK: My name is Bob Frederick, I am with th
Howard R. Green Company, Consulting Engineers, Cedar Rapids,
Iowa. I have been listening, and putting together some notes
here. I will talk from basically our Cedar Rapids water
pollution control facilities, which we are designing and will
start the operation in June of next year,

It is one of the major treatment facilities in the
Region VII construction grants program, over$70 million total,
with $50 million worth of grant monies,

One thing as a little background here, where you have
been complaining about Industrial Cost Recovery, but we had

a major complaint way back about five years ago when Congress
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and EPA jointly arbitrarily implemented a secondary treatment,
Here again there is no rationale basides that, except trying
to make everybody treat it the same, There is no cost benefit
to that rationale at—-all. Here again we had a lot of industries
in Cedar Rapids, a lot of industries and communities throughout
the country were arbitrarily charging money to go into secondary
treatment programs,

As we looked throughout our Cedar Rapids project, and
right now we are in the final throes of developing our
Industrial Cost Recovery and our User Charges and our local
financing costs, we have a good handle on what is causing the
majer industries in the City of Cedar Rapids to foresee in
their next year's budget, When we talked about this 25,000
gallon'a day elimination, anybody below that thing, for the
City of Cedar Rapids as an example, anybody with 25,000 gallons

day which we would call typical sanitary domestic, their
charges would be $5,200a year for ICR. Anybody that is 25,001
pays §5,20p0 & year, Anybody that is 24,999 pays nathing.

There is one recommendation I would like to see, If
we are talking about this exemption, theoretically we should
subtract this from anybody above that. Why arbitrarily pick
25,000, and let those below off, and the people one gallon

above pay the other number? If we are going to exempt, let's
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take the 25,000 across the hoard and anybody larger,
We are talking overall for the City of Cedar Rapids,
User Charges coming into play. If we add wp the User Charge
and local capital financing, our rates for standard typical
demesfic will be 34 cents pek hufidred cubic feet) Additional

charge
ICRZ}S fire cents per hundred cubic feet, You can take a

ratio there, it looks like it is roughly a little over 16 or
17 percent would be additional charge for ICR, We have got
in addition to these other than domestic commercial users,
as we shall classify them, five major industries in the City
of Cedar Rapids, which contributes on a proportional basis over
design roughly 40 plus percent.

Talking ICR with them, we are anticipating their repay
every year will be $550,000 a year or over a 30-year period,
we are talking over $16 million, of which $8 million would go
to Uncle Sam, which makes up~quite a majority of the half or
$500 million you are talking about in your total anticipated
.:yeveneus, So Cedar Rapids is one of the major suppliers of
revenue funds to the Treasury,

We have one major industry in particular which is a wet

processor, which is a meat packer, which, as you all know,is
a marginal operation. We have talked their rate~=their rate
increases talking about four or five years before we increased

p ur operational expenses, probably around $150,000 a year. Now,
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they are paying roughly $600f000 a year, which is strictly
O&M to operate a high degree secondary treatment plant,

We are talking next year starting up of charging them
$1,500,000 a year) breaking this down, it looks like tt will be
$950f000 for O&M, which is giving the city a higher degree of
treatment than we ara doing right now, because we have tertiary
requirements, They will be paying roughly $350,000 capital
cost back to the city for their local financing, and will be

p aying over $200,000 a year ICR cost.

So it gives you the relative aspect of what we are
charging one major industry,

I guess as an overall recommendation, if I had to

recommend what I would say about the ICR program, I would say

abolish it,

For what reasons?

One, I think it is double taxation, No matter what
you say, industry does pay taxes,

| The implementation program is quite difficult to

do,

Secondly, as I think we all know, we have all dealt
with different régions of EPA, it is arbitrary. We are dealing
with personnel, We are dealing with ten different regions

throughout the country, And there is a manpower problem, It is
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a subjective interpretation of each regulation, Nobody can
tell me-~-you can go to ten different regions and you get
different answers on your ICR program. They will change, Even
within the region, as Mr? Resnick showed, even a region
interpretation will change.

If I had a choice, I would recommend going flat rate
across the nation in implementation, I think this can be done
easily enough, taking all total dollars and pounds and flow
treated, divide it up and get a rate. At least it would be
a flat rate and everybody would know what it would be, now and
forever, there would be no favoritism by anybody, no judgments
made by any region or any bending of the rules by local munici-
palities. Thank you very much,

MR, PAI: Very good statement.

Any other statements from the floor?

MR. SNEAD: My name is Willis Snead. During the
presentation by Coopers & Lybrand, vou indicated a certain
number of plants had been closed, I believe due to tndustrial
Cost Recoverv; and I believe a thousand emplovees put out of
work. Would vou explain briefly to us how you made the
determination 45 to these plants being closed due to Indus-
trial Cost Recovery and determine the number of workers put

out of employment?
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MR. DONAHUE: Everywhere we went we asked people
from the local Chamber of Commerce, local labor unions
if we could talk to them, and the city administration to
identify any industrial plants that had closed, even alleg-
edly or even maybe possibly because of sewer charges. We
would trv to track them down and talk to people. We have
maybe a ¥alFdozen specific cases, a vouple food processors.

In every case, when we talked to people, they
vould say they would give us a letter from their company,
public information people or whoever, some spokesman, copies
of press clippings from newspapers, announcing the plant’s
closing because of sewer costs ana things like that.

In many cases they blame sewer cost, not ICR, but
sewage cost. In every case we wrote to those people and
asked specific permission from them to cite that plant clos-

ing, take a copy of their letter, press clippings, whatever,

and include them as an appendix to our final report to Congress.

And in every case, they wrote back vervy politely and said,
you of course are welcome to do this, this is all public
information; things have been in the newspapers and whatever:
tiowever, we would like to point out there were other factors
that affected our decision to close the plant.

We are not saying plants have not closed, but we

can't find any plant to close solely because of ICR costs.
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So it is a matter of other matters affecting things
as well. Many times local industries use sewage costs or
ICR as something to Blame it on. They don't want to take the
wrath of local governments.

MR. SNEAD: Thank you.

MR. ROBERTSON: I was curious, were revenue estimates
from the average daily loading from industries or of peak
type of number?

MR. DONAHUE: The revenue estimates were based on
whatever local governments had used to collect ICR, scaling up
their projections to full implementation, and different
cities used different bases for calculating ICR charges,
whether they.used peak or average daily or annual or what-
ever,

MR. SALLWASSER: George Sallwasser. I would like
to recount for you some specific instance so that you might
develop some documentation with regard to the effect of ICR
on regionalization. This happened to be in Region V in the
East St. Louis regional area. There is a regional plant
being implemented, and the National City, which is essentially
an industrial community, was asked to participate in the
sewer system evaluation survey. They have indicated they
are not going to do so because among other factors, if they

go into it, they would get the advantage of a 75 percent
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grant, but they said because it would be subject to Indus-
trial Cost Recovery, that is not really an advantage.

I am relating this merely to you to document an
instance where ICR affected the industry's decision to partici-
pate in one facet of the regionalization plan.

MR. DONAHUE: We appreciate that. I quess really
that is the kind of situation EPA is trying to foster.

As John says, EPA wants industry to realize up front what
they are getting into. It is really a double-edged sword,
when industry says, I would like two million extra gallons

of capacity for that plant expansion in five years. It is
really a double-edged sword. I think EPA would really like
to get industry to think very precisely and very carefully,
you know, what they are getting out of a publicly funded sewer
system versu#’ what it's costing them. If it is cheaper for
industry to treat its own sewage over the long run, that

is waht industry is going to do, whether public sewer systems
are built or not.

MR, WASSERMAN: If I may respond te that, that is
very good except sometimes you are too far down the line.

For instance, an industry, municipality present in the room,
have agreed that the industry will locate, but they have

no idea what the User Charge is going to be, because the
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regional plan is now under construction. And there is no
wWay for that industry to have factored into their decision
What their sewage treatment charges will be because the 201
Study is not complete, so there is no opportunity. They have

already made a commitment. This is equally true of many

industries. They made a commitment under Public Law 84-660,

and they are now into a regional plan. They no longer have

any control.

As you pointed out, they are now landlocked and
they can't get out of the regional plan, where maybe a few
Years ago a decision to expand or to relocate could have been
made.

It is always subject to review.

The further into it vou get--it is fine to say
industry should have the information to make the decision, but
it may be five years late when they get it, and that may not be
their fault. It may be the fault of the overall program,

but that is a real problem for industry.

MR. DONAHUE: Thank you very much.

MR. NIELSON: My name is W.C. NIelson. I do not
have a prepared statement. I operate a cheese plant in a town
of 6,500 people. WE employ an average of 45 people, and we are
not a large enough company for me to be an expert in energy,

sewer, et cetera. Neither can we afford to hire consultants




(202) 554-9148

745 THIRD STREET, SW —~ WASHINGTON. D.C. 20024 —

STEPHEN B. MILLER & ASSOCIATES

75

for all of these areas of governmeﬁt which we must be
experts in. Approximately half of what we make goes for
federal income tax.

In our industry, most of our competition is
cooperatives who pay very little income tax. We compete
for raw material with these plants, both in small and large
communities. We do not have the privilege of pricing our
products. The government sets a floor on our raw material
costs; we sell on the market, of which we have very little
or no input. Five years ago or four years ago, we had to
sign a letter of intent to go into the municipal sewage plant.
The information that we submitted in that letter of intent
was submitted by the engineering firm that the City of
Independence had hired. We found out later that their figures
were very much on the high side. The estimated cost of the
plant at that time was about $2.5 million. Now it is up to
$6.2 million.

The engineering firm tells us that all the delay
is due to getting approval by I believe the D.E.Q., which
is part of EPA.

At the initial cost, our initial cost was $65,000
a year--these are rough figures--we at that time figured that

by paying attention to detail we could cut both our flow and
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BOD load in half. So in my mind that ends up with about
$50,000 a year, multiplied by approximately three times--

we are in for $90,000 a vear. We find that very hard to take.
We think that if we lived in a larger town--and I have got
the figures from Cedar Rapids here--that our cost would be
less.

When I came to the meeting, I didn't realize there
was a difference between UC and ICR. In fact, I didn't even
know what POTW was. In our community the engineers figure
that it is easier to treat infiltration by building & larger
Plant than to seal up the sewer line. As I understand, infil-
tration is water seepage under the system.

Presently our sewage people tell us we are running
a million gallons a day, sometimes over, sometimes under.

Of that we have put in a flow meter and we are running from
40,000 to 82,000. We find the situation we're in is that
we really don't know what our costs are going to be. That
makes it very difficult for us to plan ahead.

Our indwstry unfortunately is a high volume user.
We have other problems. We are high energy users.

We don’t know where to go. We would like to stick
our neck out and put in some energy efficient equipment. We

don't know whether we can stay in business. We don't know
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what our costs are going to be.

I understand now they are going to let the biad
in December. What is going to come out we don't know.

We really don't know what our share of the cost is going to
be.

It more or less leaves us up in the air as
far as any planning is concerned.

Our community, as I said before, is 6,500, some-
where in that area. Another uniquenss about our industry
I believe is the products that we manufacture are more or
less taken from the soil. So the dairy farmers that sell
milk to us are creating wealth for America, and we only
process those and try to find employment for ourselves as
well as the people that are working for us.

I think one other point that I would like to men-
tion is that a large cheese factory in our area, in Ryan,
Iowa--1 mention this because it is a matter of public record--
they were associated with Milk Producers, Incorporated.

Ryan has a population of under a thousand people. They

have a new cheese factorv, I would say not more than five years,
they have modern equipment in it and as far as I know, it is

a going concern. I have no part in management of thatplant.

They just closed up the plant and moved out of there, and
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the information that the industry had and the papers had
was that that was the sole reason for their closing. I have
no documentation to back up that statement.

I think in my statement you must realize that we
are not an H.J. Heinz Company. We are just a small industry,
but I have a very strong feeling that goes something like
this: America is made up of small companies like ours.

I thank you.

MR. DONAHUE: Thank you veryv much.

MR. PAI: You don't know what vour User Charge
costs are, industrial costs? If the Industrial Cost Recovery
was indeed abolished, would that help the situation a lot?

MR. NIELSON: I think what we would like to know
is how much it is going to cost to treat it. We know how
much we are putting down. We have some control over this, but
we don't know how much it is going to cost.

MR. PAI: The question I am asking is do you more
or less know how much vou are paying for User Charge now or
would abolishing ICR help yvour situation?

MR. NIELSON: I can't honestly answer.

MR, PAI: Keep in touch with us. One of the
purvoses of course was to determine whether abolishing ICR

or improving ICR would help companies like yours. Keep
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MR. ROBERTSON: Mr. Nielson brought up an issue that
is fairly common in small communities, and that is the letter
of intent requires, or EPA requires a letter of intent from
industry which has essentially asked him to say I will pay
my fair share, however you determine that.

To make a business decision at the industry's
level, he needs to know what his costs are going to be.
However, we have heard complaints about the number of ways
vou can allocate the costs for Industrial Cost Recovery,
because there are various paramaters assigned, and I haven't
heard any of the industries or representatives or munici-
palities talking of the ability to come together and reach a
decision during the planning state of what the cost recovery
may be.

Can industry commit themselves to staying in the
system for 20 years?

Our experience has been that most industries don't
have the ability to project what their waste load will be
much more than two or three years into the future. In this
region the vast-majority of our industries are Mr. Nielson's
type of arrangement. We don't have a heavy industrialized

region.
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MR. FREDERICK: As you guys talk, you bring up more
ideas that we have had in past history in Cedar. Rapids,

We started this project back in 1970. That is under cld 660.

We were ready to submit plans and receive our final Step 3

grant. That is when President Nixon impounded the money, so

our industry sat on their hands. By the time we got the grant,

Industrial Cost Recovery was a new thing.

Through the new rules they were hit with Industrial
Cost Recoverv which they did not know. We gave them those
numbers three years ago. All of a sudden we got hit with

tertiarv treatment. It is hard to tell an industry when a
project drags on and EPA review and rule changes, to tell an
industry small or large what their costs are going to be.

With any project now, it is probably dragged out at

least five or six years. It is hard for us as consultants to
ell a client or industry what their costs are going to be.

e can tell them, we bring them in every six months and tell

hem what new costs are going to be. That is just about as hard,

11ing them we have 20 percent increase every six months.
hat is a lot of jobs we have seen, with rule changes, and the
eriod of time between initial inception, when we talk to a

tter of intention, to when the concrete is poured. You have a

¢+ of inflation and rule changes. Even though we try to keep

em abreast, they are still hesitant to sign up.
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We went to our industry and told them we want 20-year

Predictions. That is a long time to look down the pike. We
Wanted a plant that would last 20 years. With EPA saying
only 5 or 6 percent can be allocated for unknown users,
that is not very much room for growth. You have to tie
industry down. It is a hard decision for them to make.

When you tie them down, they have to pay for it
for the next 20 years.

It is putting a lot of burden on industry for
unforeseen costs, and for total commitment for 20 years.

Now that you are not letting communities design
for additional capacity, you are making industry really toe
the line and commit for a larger share than they would want,
just to guarantee they are going to have that capacity
around for the next 20 years. You are putting an additional
burden of cost on them right now, buying sufficient capacity
to have that available for 20 years, let alone adding ICR.

Thank you.

MR. PAI: Any time you have excess capacity,
the bigger the future growth potential is. But those
people who are paying for the bill at this time are the ones
who have a hard time trying to allow that capacity to be

used by maybe his competitors in the future.
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On this ICR study we were not addressing the
issue whether or how big the growth will be in the future.
That is another segment of EPA that will do that. But we
have to be concerned that if we did have that capacity for
future users, the impact to existing users, which may include
residential users as well as existing industrial users.
So that is the key thing we will have to face:; in other words,
to provide for the future growth., How is paying for it now,
that is the question. That is something vou should think
about.

Does anybody have any more comments?

MR. ROBERTSON: During your study, did you find
any local communities with local Industrial Cost Recovery
provisions?

MR. BROWN: No.

For those of you that have reserved the right
to make a statement or changeyour mind or have something to
say in future, our Coopers & Lybrand address in Washington
is 1800 M Street, Northwest, Washington, D.C., and the zip
code is 20036. Or the telephone number there is Area Code
202, 223-1700.

MR. PAI: Since there are no further statements at
this time, the meeting will recess for an hour and we will be

back here around 1:30.



745 THIRD STREET. SW. — WASHINGTON. D.C. 20024 — 1202) 554-9148

STEPHEN B. MILLER & ASSOCIATES

83

MR, MILLS: Is there going to be something sub-
Btantive after lunch? A number of us have planes to catch
and have to head back to.work and believe it or not,
there is another EPA meeting over in St. Louis.

MR. DONAHUE: AFter lunch we are looking, if

people have specific quetions or problems or statements,
or complaints--we are not going to unleash amy more findings
or conclusions--we will answer people's concerns. and if
we can't, we will try to point them to somebody who can:
We are not talking about making any recommendations or
anything revolutionary.
MR. PAI: We will have a recess until 1:30
this afternoon.
(Whereupon, at 12:30 p.m. the meeting was

recessed, to be reconvened at 1:30 p.m. the same day.)
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AFTERNOON SESSION

MR. PAI: Good afternoon, ladies and gentlemen.

The meeting is officially started again. Of
course that does not limit your discussion, However, we
will play by ear and see how many new participants for this
afternoon's session there are. For whatever discussion you
have, you can continue.

MR, REAM: We have the Federal Register here
of Wednesday, September 27--my name is Rick wrEam. I
am Chief of Wastewater Pollution Control, City of St. Joseph,
Missouri, and concerning the Federal Register, September 27,
they redefined iIndustrial Cost Recovery, and what an indus-
trial user is. Would you clarify that for us.

MR. PAI: That means simply that the old industrial
user definitions will stay except we were authorized to exempt
those who discharge less than 25,000 gallons effluent a day.
In other words, this just makes it much fewer users who will
be included as industrial users now.

MR, REXM: We understand that, as of April 26--

MR. PAI: That is the interim. This is final.

MR. DONAHUE: The requlations that came out in

April exempted people who had 25,000 gallons per day or less

of discharge from ICR. But under the definition of industry

that was in effect before that, only certain kinds of
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industry had to pay ICR, and those were people who fell

in certain divisions of the Standard Industrial Classification
Code that the Commerce Department and Y2 put out, things
like'manufacturinq, mining, whatever the rest of them wvere.

But the definition that was used in April in the
interim requlations that came out said that it was no lenger
just those kinds of industries that had to pay ICR. Everybody
who was a nongovernmental user of a sewer system and had
more than 25,000 gallons a day of discharge would now be
congidered an industry, so it did remove small users but
broadened the definition of industry.

What the definition of September 27 did was go back
to the first definition and said only certain kinds of people
would be considered industry, only thcse in those divisions
of the Standard Industrial Classification Code that the
Commerce Department uses. Even within that narrow definition
the April regulations set forth, even within that narrow band
of industries, people with 25,000 gallons per day or less would
not have to pay ICR. It significantly reduced the number of
people who have to pay ICR.

For example, we are working on an Industrial Cost
Recovery system for the City of Washington, D.C. Under the
April regulations, there were two homes for the elderly and

seven hospitals that were nonprofit, but privately owned, not
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publicly owned, and they had discharges of more than 25,000
dallons per day. Under the April regulations they would
have had to pay ICR. Under the new definition, the final
definition, September regulations, they don't fall in any of
those five categories of industry, so they don't have to
pay ICR,

MR. REEM: What we were instructed to takeé non-
governmental out of our sewer--out of our ICR program.

MR. DONAHUE: Right.

MR. REAM: Dpges this mean we now put it back in?

MR. DONAHUE: Wo.

MR. REAM: Dpefine exactly what is nongovernmental.

MR. DONAHUE: You don't have to worry about nongovern-
mental. The only thing vou have to worrv about is those
indusﬁries that fall {in those categories, and somewhere in the
regional cffice of EPA or public library yecu should be able to
get a table of the Standard Industrial Classification Code.

MR, REAM:- ye have that.

MR. DONAHUE: What you do is pick those customers
that fall in those five categories and they are the ones
potentially liable to pay ICR. You have to determine which
ones of those discharge less than 25,000 gallons per day of

sanitary sewage. Those people are excluded from ICR.
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MR. REAM: Your example confused me a little bit.
It doesn't matter if the hospital is privately owned?
MR. DONAHUE: It. doesn't matter. They are no

longer an industry.

MR. RERM: This is the.only essential difference
that we have?
MR. DONAHUE: Yes, it is the only difference.
MR. HOWARD: I might point out, definition of domes-
tic waste depends on the particular municipality. It can

vary from town to town.

MR. ROBERTSON: I also believe in your situation in
St. Joseph, you have adopted your ordinance and you have
them approved with a definition which isn't applicable any

longer. That may be creating a real problem for you.

MR. REAM: Tentatively approved, provided we take
that out--
MR,
will complain about reducing the number of people who have to
pay ICR.
MR. REAM: No, I don't think anyone will complain about
that. 7
MR, DONAHUE: Are there any other questions or

comments- or whatever from anybody? That is why we are here.

DONAHUE: I don't think anybody in your city council
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MR. WUTTKE: My name is Richard Wuttke. I

am with the milk business in northeast Iowa. In reference
to possibly the last item or question that was on the
floor, before we tcok a lunch break, a 20-year plan or
20-year planning stage for wastewater treatment, I would
lixe to point out that in Fredericksburg, Iowa, if it
sounds like a metfeopolitan area, believe me it is not. We
have a population of 1,000 people. We built a wastewater
treatment plant 16 years ago, and it was planned at the time
to handle a population of 5,000 people. Currently we

are in the process of expanding that same wastewater plant
to over double its size in order to handle the facilities
there, and our contribution as the industry has increased
less than 10 percent.

So a 20-year plan or a plamt that was actually
built approximately five times too large 16 years ago is now
half as big as it needs to be. Yet part of the problem, as
was stated here this morning, is that 68 percent of the plants
are operating larger than necessary.

Now somewhere along the line the criteria have
changed drastically in 16 years, which I would like to point
out, I don't feel is part of industry or the municipality's
problem. I think it has been caused by the federal guidelines

and state guidelines, I might add.
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Another thing I would 1like to point out here,
in our particular case, the State of towa, it has a great
deal of difference on outlet streams from a plant. We are
Very unfortunate to be on a small stream that feeds a conser-
vation area by the state, and therefore ‘they. are asking
that our discharge be pure, more pure than the well water.
This takes a lot of m oney to maintain this.
MR. DONAHUE: In that case, what is the possi-
bility of building a holding pond or lagoon, like
pumping your discharge in on a 24-hour basis, rather than--
MR. WUTTKE: I have a booklet in my briefcase.
I have $20,000 invested in for that purpose, hopefully to be
able to incorporate with the municipality. We have failed
to be able to reach agreement at this point. But we are
both working on this point and this is our plan, but it still
reqﬁires investment on both of our parts of a million dollars.
Our plan is requiring investment of a million dollars.
Theiy plan at this point requires investment of $1,800,000.
They are asking us as an industry to contribute or to
stand 73 percent of this cost.
Now we in a town of a thousand people employ 65
people. If we are required to invest 73 percent of $1,800,000,
which is approximately $1,400,000 or $1,500,000, that will

build a lot of brick and mortar. Region VII, as I understand,
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represents Iowa, Missouri, Kansas and Nebraska; and this
is down home country people in small towns. We are killing
’them. If we move, we are going to kill the towh.

Mr. Nielson gave testimony here this morning,
and before we got out of this room, he was approached by
a metropolitan area to move his plant, and he would be given
a real good rate.

-Row, is this justice, people? I guess this is
what I asm asking. Is this fair treatment?

MR. DONAHUE: It sounds like local politics.
without prejudicing EPA or anything that they have done,

looked at

have you ¥ land application--

MR. WUTTKE: Yes, we have looked at everything.
We looked at irrigation. I have a booklet here that has
five alternatives, and irrigation is one of them.

MR. HOWARD: Which is the most cost effective
alternative?

MR. WUTTKE: The lagoon, adding a lagoon system to the
current plant.

MR. HOWARD: You will still have continuous dis-
charge then?

MR. WUTTKE: Yes. Now?

MR. HOWARD: After the revision.

MR. WUTTKE: Yes.
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MR. ROBERTSON: I wonder if Mr. Kirk might be
able to enlighten us a little bit. .In his remarks earlier
he discussed the impacts of the Heinz industries on the
changes essentially of their water quality criteria, that they
had to treat. What was the impact on your facilities,
considering whether it was ICR and POTW, or whether they
went on their own? Were there any sizeable cost differences
between staying in the public system and paying ICR and
constructing your own treatment plant?

MR. KIRK: Donald Kirk. I can comment on that.
Well, yes, as a matter of fact, the three instances that
I gave, that I used in my statement, in all three of those
instances we took at least a cursory look at the possibility
of going out on our own for some kinds of self-treatment
and .the procedure used in each of the three cases was some
sort of irrigation arrangement. We did some very preliminary
figuring and came to the conclusion that something as
sophisticated as an area lagoon followed by settling or
activated sludge would not be cost effective for us to do
ourselves under virtually any circumstances. So we looked
at some kinds ®f spray ir¥igation as an ;lternative.

In our comparisons we found that adding up the total 20-

or 25-year cost of the city's capital; that is, the local
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share plus ICR, and superimposing on that the estimated
User Charges, which the city had furnished us at that time,
over the 20- or 25-year, whatever period of time we choose
to make the comparison, #nd then we compared that against
Capitalizing the cost of a relatively permanent type spray
field for ourselves, along with the projected cost of
operating for that total term, and we did a--what is it
called--a net present value analysis, I believe--Coopers &
Lybrand will understand this. And I frankly don't very well.
The upshot was that two were very nearly equal, and that
assumed that we would have to capitalize immediately the
cost of our own treatment system.

Were industrial bonds available to us--and we
did not make the assumption they were--in some cases they
may have been--could we have gotten industrial bond financing,
which would have put financing of our system more on a par
with the type of financing that POTW could have, it may have
looked as though going by ourselves would have been the
better alternative.

There is another thing that has to be taken into
account on this-in every case. Two bof these were in a

relatively cold climate. We thought the idea of operating

a wvinter spray system was not a good idea. We only looked
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summer
for spray irrigation for our in seasun/high discharge rate.

We assumed we would stay with the city system and discharge
relatively a minimal amount during the other eight or nine
Months of the vear.

The only situation where the climate would have
possibly been beneficial for all year-round irrigation,
because of temperatures, we were told by the state we could
not have a discharge in that area. Therefore the spray field
would have had to have been a no discharge installation,
and the rainfall is not high in the areas as California;.
Central Vailey; the rainfall is not high in winter, but -
there are a lot of days of realtively low temperatures,
which would have required large storage for us to run all
winter and therefore this tended to deflate the cost of the
spray field assumingwe would break all of our ties with the
city and go into our own treatment system.

I might say something else, however. These cost
comparisons were made based on the city's consultants'
analysis of what it would cost us to go into their system,
at a period some months before the time in which we had to
sign on the dotted line and make a commitment.,6 That
doesn't really have to be said because obviously we wouldn't

be making comparisons had we already made a commitment.
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I would like to point out that these costs,
I think in virtually every case, have turned out te be grossly
underestimated. They have been underestimated to a much
greater degree than normal inflationary pressures would
dictate. I will give you just a few figures off the top
of my head. Please don't regard these as exact. These
come from the worst situation which we have encountered,
which doesn't happen to be in each region.

At the time in which we wrote a letter of intent
and mademore or less a verbal commitment to the city
to go ahead and proceed with the final design of the
system that we intended to participate, we were given a
total cost of approximately $250,000 a year, as a likely
sewer hill at the time the plant would be completed,
which would have been probably 2-1/2 or 3 years hence from
that time. This was already a raise from some $40,000 we
were currently paying in sewer bills. We made our own
analysis, and at that time we decided to go ahead and proceed
with the project. It was still better than branching out
on our own.

When"it came time to sign the final agreement,
that number had approximately doubled. I believe it was

about $460,000 a year, as compared to something like
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$250,000 that we were originally expecting. This was
Partly bad estimating on the part of the engineers, and
unfortunately this happened at a time when inflationary
Pressures were ridiculous in certain types of materials,
Procurement, labor areas; and the engineers were in general
doing a bad job. I think it was also caused in part by
additional regulatory pressures that were put on the

plant wheh it came to final approval. I think there were
various standby facilities and additional things that had
to be added in order to satisfy either the state or federal
grant regulations at the time.

Nevertheless, we still signed and went ahead with
it. Our first bill I believe came in at about $520,000;
our second year's figure I believe came in at approximately
$610,000, and we have just been given the revenue plan for
fiscal year which started July 1. We are still working on
it, and it is $820,000. These all assume that ICR would
continue to be collected. They did obgerve the moratorium,

SO0 actual dollars will not be that high. We are now in

the process of arguing about $820,000 because it involved some

reallocation of.costs which we disagreed with.

So that shows you that had we known what was going

- to hapren now, we would not have made that decision

in the first place to stay in the municipal system.
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In this particular system, we are even seriously
considering the possibility even of pulling out now,
having committed ourselves to a total local share of the
project. It might still be cheaper to back out and build
our own system. It is a possibility. I think it is unlikely
but it is getting to the point where it is going to have to be

reconsidered.

MR. PAI: Did you increase your flow in the mean-
time? Your flow is the same?

MR. KIRK: Our flow is the same. I can tell you
something, that is a different situation, and I will tell
you something about that that illustrates something else that
was brought up earlier today. That was inability of
industry to plan for long range. This is an interesting
story. The plant was designed for a hvdraulic load, BOD
load and suspended solids load. The hydraulic load has been
very constant and has gone as predicted and there has been
no problem with it. The suspended solids load has fluctuated
a bit. The BOD load during the first year of operation
of the new facility from our industry was exactly double what was
projected. At the time we made the projection, we had
three or four years' worth of back data. This is daily data

and not. very many companies have daily data.
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We have made several internal surveys to show
this increase was entirely due to a change in characteris-
tics of the incoming crop. There was nothing whatsoever
we could have done about that BOD nor could we have in
any way foreseen what would have happened. And that BOD
load went on for two years, and during that time the city
modified a $13 million plant to accommodate an almost
doubling of BOD during three months of the year. They used
a different engineer, used some input from us, which-cost
them exactly $400,000, of which they are going to get
$100,000 grant from different sources than EPA. That tells
us something about it.

If one can double the BOD load during our seasonal
bulge and only have to cost just something less than 5
percent in addition tc the total cost of the plant, that
points out two things: one, it points out we don't have very
much ability to predict what our loads are going to be.
We just do the best we can. The costs are getting to the
point where we are afraid to try to reserve ourselves any
kind of contingency at all because we just simply can't
afford to pay.for it any more.

The other point is in direct answer to your
question, John, the fact that we did have an overage of BOD has

not made a huge amount of difference in the kind of rates we
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are paying now. This has not been a major factor.

MR. PAI: You charge the same thing, you would
Pay more too?

MR. KIRK: Yes, these rates would have gone up
considerably regardless.

I might commeént on Mr. Robertson's comment this
morning that really what I and some of the other speakers
are doing is complaining about the high cost of secondary
treatment. I don't argue with that at all. I guess what can
be said based on this kind of exercise is, yes, we are
complaining about the high cost of secondary treatment. We
are looking for any way that we can to reduce that high
cost of secondary treatment. ICR is just one of several
things that could be rolled back to make the burden a
little bit easier to bear. I think maybe that will help
put the thing in its proper perspective.

MR, DONAHUE: Thank you very much.

MR. PAI: Do you get involved in the planning
process, or are you just sitting there waiting for --

MR. KIRK: Let me first explain I came on board with
the company about half-way through the planning process
for every one of these examples that I gave you, and therefore
I might not have performed in behalf of the company as well,

perhaps, as I could have otherwise. But my predecessor
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in each case was involved with preliminary plans and took the
trouble to find out what the design of the facility would be,
and what it would be based on; and in many cases he arqued
with them at considerable length as to whether the type

of technology they were going to use was most cost effective
or would do the job best, or whatever. I got into all

three of these projects at about the time that the peliminary
cost estimates were finished and the consultants were about
ready to embark upon the final design phase.

I was kept informed of the general type of plant
that was going to be built and what the cost estimates
would be. I did not try to determine what the exact design
would be of the equipment nor did I attempt very much to
influence that part of the project.

In at least one situation now, I certainly wish
that I had. I was quite astounded on my first walk through the
new plant to see some of the sorts of, I would say overkill
that had gone on in that plant.

MR. PAI: That is what all industry users would have
to do is get themselves more involved in the planning
stage and that"will save a lot of problems.

MR. KIRK: We were heavily involved in the planning
stage and heavily involved in revenue negotiations and

we let the piece in the middle go by, that is how to design
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the pilant.

I find out through my wonderful hindsight that that
may have been the place where we could have made the largest
influence on what our ultimate costs would be.

MR. PAI: You mean at Step,?> rather than Step 1?

MR. KIRK: I am not sure that I am completely
clear what your steps are.

MR. BROWN: John is talking about plans and
specification stage.

MR. PAI: That is Step 2. Step 3 is construction.

MR. ROBERTSON: If nobody else has any question,
maybe I can pick on some people that I know.

I know Harry Griswold is here for the City of
Springfield. They have done some substantial investigation
on ICR and impacts of their industries on the city. How
about giving us some of your experiences down there?

MR. .GRISWOLD: Tom, I had planned to take the
discussion received here home, and possibly submit some
written comments. I didn't make a formal presentation ahead
of time because I didn't really know what the Coopers & Lybrand
report was going to present to us. But I think it is fair to
say that at least in our preliminary estimates, that the costs
that we have seen so far to individual industries are not

that substantial. But the cost to the Cityv of Springfield
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to administer the program is substantial. In fact,

under some of the definitions that were being considered, such

as for circuit breakers at various levels, the cost to
administer the program would have been more than the total
receipts that we would have gained from it.

Aside from that, I didn't bring figures with me.
I hate to quote from memory.

MR. ROBERTSON: Thank you. I got what I was look-
ing for. You had talked about that earlier.

MR. DUFFIELD: My name is Davy Duffield. I
work with Harry. I am a revenue technician. I have had con-
siderable experience in community development work, and also
worked with the Department of Natural Resources. 1In the
Department of Community Development, I dealt mostly in
grant programs, specifically public works grant programs,
designing industrial parks, locating them for communities,
and figquring out the cost benefit package to them.

The ICR programs seems to have an algorithm
with the Public Works Nonreloéation Act. My question is,
if you are familiar with that, does the ICR program actually
have much to do with the decision of industry moving from
one area to another, either as prevention or as subsidizing

it in that respect or are we not looking at a long enough
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time frame with that?

MR. BROWN: We haven't been able to identify
specific circumstances where an industry has moved from
one location to another solely because of ICR. We mentioned
this morning a couple reasons. One, ICR just hasfi't been in
effect that long; and in places that do have approved
systems, they either haven't implemented them or they have
postponed implementation until after the moratorium.

We really aren't able to identify specific instances
of that.

MR. DONAHUE: The other thing we loocked for and
were not able to find, nobody would specifically cite a
plant that they decided not to expand that they had
previocusly planned to expand. because of Industrial Cost
Recovery. A couple places people decided not to expand
plants, but they would not attribute it to Industrial Cost
Recovery. They would attribute it to a bunch of things that
might include ICR, but never did we find one case where that
was the reason for doing it.

MR. DUFFIELD: I think your point about looking at
expansion possibilities is very relevant here, since most
people do not realize that 80 percent of all new jobs in

Missouri, in the years 1974 through 1976, were developed
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from expansion and not from relocation.- This is an area
that people unfailiar with that particular aspect--

MR. ROBERTSON: I am aware of at least one dairy
cheese plant in this region that was located in an Iowa
town that signed a letter of intent and a facility was built
and then moved out of town because of ICR to a town that
did not at that time have a federal grant. They have now
been caght up with, and they are threatening to leave
town again.

MR. KIRK: I am Donald Kirk again. I would like
to respond just briefly to Ed Donahue's comments this
morning regarding plant closings. I am sure the same
could be said of expansions, moving, et cetera. You pointed
out that you haven't been able to trace a closing, say
exclusively to ICR, or high sewage charges that come with
ICR, and that is certainly perfectly believable. My company
was one of the closings which were submitted to Coopers &
Lybrand, and they sent us the described letter askingif
they could include information. We said sure, fine, go
ahead, but remember there were other factors than sewer
factors that created its closings.

As he pointed out, apparently all other cases have

made the same kind of disclaimer. I would like to point
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it is quite possible, if it were not for sewer charges, many
of these plants would still be operating. Nevertheless,
the jobs are lost.

The other situations had already come to pass,
or were at least certainly on the books, and it was known
that they were going to come to pass and the industry,
at least in our case, we had not made the decision to close
the plant down. The thing that triggered the decision was
the necessity of signing a 20eyear agreement to pay ICR
and to pay bhack the local share of the capital charges.

I would like to think that that is a situation where those
jobs are no longer there because of sewer rates., It is
quite possible those jobs would have disappeared two years
later or some ten years or whatever from these other causes
or some other pressures anyway, and neither you nor I have
a crystal ball to be able to say that.

But I think perhaps you are being a little bit too
reluctant to put the blame. As long as you explain the situa-
tion, I think it is perfectly all right to say these plants
did close right now as a result of sever charges, even though
there were other things. This points out perhaps the healthy
industry can perhaps withstand sewer charge, whereas relatively
unhealthy industry can't. Sometimes unhealthy industry goes

along for years and years, and staggers on its own and never
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meets its end until something comes up to polish it off.

In some of these cases it happens to be Sewer
charges.

MR, DONAHUE: That could very well be the situation
you are describing. It is just our training and inclination of
dccountants never to overstate something. We prefer to under-
state something than to overstate something. That is why
we stated it as we did.

MR. PAI: Have you ever been refused to locate in
a new area or expansion because there is no capacity avail-
able to you?

MR. KIRK: We haven't run into that situation,

John, because I don't think we have pushed relocation--

MR. PAI: Or expansion?

MR. KIRK: To have to come to grips with precisely
that at this time. Each time we have looked into an expansion
or new plant, we have wound up buying an existing facility
which had operated previously probably in some kind of food
processing line. So essentially capacity would have already
been there.

MR. PAI: My guestion is, people say we have a
tendency the way we try to make plant size more reasonable,

have a tendency to stop their industry from expanding or
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coming to town. My question is, has it ever happened to you?

MR. XIRK: I can perhaps answer it for slightly dif-
ferent circumstances. We are located in two or three munici-
pal systems where we have deliberately not bought any
€Xcess capacity because we can't afford it. The costs are
becoming more and more out of line, and I think we would tend
to take the position now that we will not expand at those
plants in any kind of product line which has high water
useage. We may expand in some things--you see, we have two
kinds of operations: one is processing of fresh vegetables,
which takes a lot of water, produces a high pollutant.

The other is filling materials in cans and bottles,

and the only pollutant load one gets from that is daily
clean'up operation. You could increase your capacity 50
percent, and it won't make much difference.

We could do some expanding in terms of field
products, but we would probably tend not to expand in process-
ing of fresh materials in any of those areas. We would probabl:
lock somewhere where our sewer rates are more reasonable or
start out somewhere else, maybe buy socme land and put a spray
field in.

MR. PAI: The point is you were not rejected on

using additional capacity?
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MR. KIRK: No, the one we shut down was the only
One we made the mistake of projecting a fairly large

future capacity. That was the first one that hit us. We

learned our lesson.

MR, PAI: What happened to the sewage treatment

Plant? wWhat happened to POTW?

MR. KIRK: The real answer is, I don't know.

The immediate reaction was, all right, do we need to build
this thing or can we fix the old one up and stay with it?
They were going to completely forget about the old one,
start over, and break ground all over again on a new plot
of ground bhecause the inference was there wasn't room to

expand where the existing treatment plant was. The existing

treatment plant was a fairly good treatment plant. It was
Probably removing about 85 percent of the BOD. It wasn't

just a primary plant. I believe it was 23 .trickling filter

system,

MR, PAI: Where was this?
MR. KIRK: Bowling Green, Ohio.
MR. DONAHUE: I think one of the questions John
had, have you ever had a situation where a community just

refused you capacity to expand, where there was not capacity

available or they wouldn't--
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MR. KIRK: My answer was no because we haven't really
asked that guestion very often.

MR, DONAHUE: Okay,

MR. KIRK: We have several plants which we would tend
not to expand, because of the current cost situation, and where
there would be no capacity for us to expand unless we asked
them to provide more for us, We would have to give them about
a three-year lead to do that, and we are aware of that fact.

We have not actually gone into a new community and said can

we put a plant there, and had it depend on whether or not they
had treatment capacity, We just actually haven't asked that
question, We bought up a couple of old facilities, and have
gone back into business with them, They were discharging before
and capacity was there, and the wastewater load was small any-
way, It wasn't particularly relevant. We haven't tried to

put a tomato plant in the community and said can you make sewer
capacity for us. That hasn't come up yet.

MR, NIELSON: W.C, Nielson, The question I have is on
overbuilding a plant, We talked to an engineer that designed
our local plant and said it is too big, We really don't know,
but we think it is too big. He says at this stage of the game
when they are ready to let contracts soon that it would cost

more to redesign the plant, cut the flow down, than you would
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save because by the time you mess around another year, costs
will be up. 1Is that true?

MR, ROBERTSON: Itis an argument often used because
AE's design fee is such that it costs you more to design a
new plant than it does what you will have in construction cost.
It is a very real possibility,

MR. NIELSON: Why does each plant have to be designed
separately? Why can't EPA, say, put this plant out there,
that is it, They are all the same kind of plants.

MR, BROWN: Like a dress pattern.

MR. ROBERTSON: There are many different size dress
patterns,

MR. NIELSON: You can make size 10, 12, 14, 16?

MR. DONAHUE: A couple things that affect the design of
the plant, sewage treatment plant. One is, what is coming
into the sewage treatment piant,mix of the population. If you
have got a heavy industrial population, you are going to find
certain things in your sewage. If you have 90 percent
residential population, you are going to find something else.
That is one thing, You have to design the sewage treatment
plant to remove from the sewage those things that are coming
in, in different parts of the country, an agricultural community

with a tomato packing plant versus a residential community with
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a bottling plant, You are going to find different things.

Another thing is, how clean does stuff have to be when
you dump it back into a river or stream, the water and quality
standard you have to comply with, You have to clean up your
discharge from the sewage treatment plant more in some areas
than you do in other areas,

MR, NIELSON: If the plant was 100 percent over
desighed, then the Industrial Cost Recovery--it wouldn't cost
twice as much, maybe 70 percent.

MR, DONAHUE: It wouldn't cost you any more. The
Industrial Cost Recovery you are paying is only for that portior
of the capacity that you are using. Okay?

MR. NIELSON: The capacity run through the plant or
capacity capable?

MR, DONAHUE: Designm capacity, How much was built Hr
you, If you build a plant of a million gallons and you are
using--you are only putting a half million gallons of sewage
through the plant, your Industrial Cost Recovery bill is not
going to change for your 10,000 gallons, whether the community
as a whole puts half a million gallons through the plant or
800,000 gallonsy- If you are only ysing 10,000 gallons of
capacity, out of a desgn capacity of a million gallons, and

that cost per gallon of capacity, the capital cost, fixed cost,
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is there, so your bill isn't going to change.

MR, PAI: The User Charge on local debt service would
double,

MR, DONAHUE: That is one thing,

The User Charge would increase: You have a couple
kinds of costs, Operating costs might stay the same,

If you divide by the number of gallons that flow through

the plant' the rate per gallon would be up, so your bill would

be up for operating cost, The bill for Industrial Cost Recovery

would stay the same,

MR. NIELSON: If you build one for a million, and it
costs you $2 million, 2f you build one for $2 million, it
costs you $4 million, You would have twice as much to pay
back,

MR, ROBERTSON: That is not true., It is a geometric
type of construction curve, You can construct a million gallons
a day plant for so many dollars, and 1l-1/2 million gallons a
day plant doesn't cost you 1-1/2 times, It may cost you.l-1/3
or 1-1/4 times.

MR, NIELSON: We still have to pay more,

MR, DONAHUE: Obviously if the plant is too big, you
are going to pay more than if it were sized appropriately.

There is not much you can do about it, Once you build the
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thing, somebody has to pay for it, Unfortunately some people
in the community are stuck with it,

MR, PAI: Oversizing does not increase your ICR payment,
It does increase your local debt service payment. It will
incréase your User Charge payment, which in many cases far
exceeds your ICR payment, The majoxity of your sewer ' costs
are in User Charge and local debt service, So that is the
thing you have to look at.

MR, ROBERTSON: I was just wondering if we could maybe
take a short survey, and if anybody here knows what their
residential bill is at their home for User Charges, and if you
are an industry, what is your monthly or annual User Charge and
ICR?

MR. CRISWELL: Larry Crisweli. Our User Charge is the
most prevalent. The median residential bill would be for 500
- hundred cubic feet. We have a customer charge plus volume
charge. The charge for that rate would be $4.80,

MR. PAI: A month?

MR, CRISWELL: Per month.

It is difficult to tell you, for example, what the
industrial bill would be unless you can give me some parameters,
There is no such thing as an average industry. We have

industrial type billings anywhere from $100 to $200 a month,
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all the way to $20,000 or $25,000 per month,

The ¥fdustrial Cost Regovery is somewhat difficult to
tell you without reference, We have two programs in implementa-
tion at the present time, The first was in effect November
1976, There is one substantial contributor to that project.
His bill }ast year was roughly $2,200, The larger project
went into effect November 1977, so we really don't have a
year's history of billing, We will of course, as I understand
the regulations now, collect actual receipts for the time per
November 1 through January 1, which is the rough implementatian
date of the moratorium, and we have elected then to send

deferred bills showing what ICR payments would have been, and
that will be coming up here in the next month.

I am groping, I think maybe the largest of the ICR
bills for the Southwest plant project would have been in the
neighborhocod of $10,000 to $12,000,

MR. PAI: Per year?

MR. CRISWELL: For one year, right,

The total ICR receipts this coming year were projected
to be $75,000 to $78,000,

MR, DUFEFIELD: I would like to expand on that. The
5 ccf that we quéted was the average residential use, It was
the median, The easiest way to think of it we have a fixed

charge of $2.95 for the residential customer, Eagiest way to
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think of it and $4,90 a month for the nonresidential customer.
We bill then at 37 cents per hundred cubic feet after that.
It is just a straight line and use more and costs more.

That is probably the largest contributor to the sqme-
Suspended
times large industrial bills, the volume charged, /solidscharge
and our BOD charges are really affected when there is:a fairly
h igh strength, and then they can be quite substantial, They do
not rise at the same geometric progression.

MR, WUTTKE: Richard Wuttke, Could I deviate away from
your survey just a second? I have a couple questions, Number
one, does EPA have a definite guideline that they use in -deter-
mining percentage of Public Owned Waste Treatment? Do they

flow or
go by Ahe BOD or both or does the EPA refrain from being
involved in determining this?

MR, HOWARD: As a minimum we go by flow, BOD and
s uspended solids, If there ae any other unusual pollutants,
or .toxic materials, those would also be considered in the
definition,

MR, WUTTKE:; Is EPA involved to the point of helping
determine this in a proposed plant? Do they become involved
wikth the consultants? Is EPA a factor?

MR, HOWARD: We are a factor in the manner that we

review what the municipalities and consultants submit,
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MR. WUTTKE: You do not make suggestions or recommenda-
tions to change?

MR. HOWARD: We will make suggestions ?ndrecommendations
if what is submitted by the municipality doesn't seem to agree
«wth what the actual percentage, the industry is contributing
to the municipality.

MR, WUTTKE: Therefore you have recommendations but no
hard gdata.

MR. HOWARD: That's correct, due to the variable nature
of the situation in each community.

MR, WUTTKE: Secondly, I might add, the question was
brought up here before in regard to being refused access to a
wastewater treatment plant by industry, and I think in particular
your case in Iowa, it is just the opposite, due to the fact that
our inéustry, my industry in trying to prepare and plan a treat-
ment plant has been approved by other areas, and encouraged
to relocate and use existing facilities, We are being approached
now with a repayment plan for a 20-year périod of $30,000 per
year plus our share of O&M to be another $25,000, We are looking
at $4,000 to $5,000 costs where we are at. We have been
guaranteed to be less than that if we will relocate.

It isn't a matter, I don‘t think, in our particular

area of being refused a place to go., In fact, we are being
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encouraged to change, Yet, the municipal plant that is there
where we are currently serving is going to be required, should
we leave it, to invest another $400,000,which of course will
mean_federal and state monies, but it does not let them off
the hook.

MR. HOWARD: I don't know the particular town you are
talking about, but I would venture to say if industry would
léave the tommunity, and this has happened@ in other cases, that
perhaps the municipality would not be required to upgrade or
expand their treatment facility. In other words, existing
facilities may be adequate to meet their discharge requirements,
That is exackly the situation where we would suggest that the
municipality require a contract from the industry to commit
them to the use of that facility, where wu are considering a
"go or no go" situation, to build or not to build,

MR, CRISWELL: On that particular statement that you
just made, you said you would suggest that contract. 1Is EPA
in a position to require such a contract? Can you under the
regulations now?

MR, HOWARD: I think we have required a few instances
in the past, contracts on the basis that if the industry did
leave the city, and the city was still required to upgrade or

expand, they may not have the financial capability to do so.
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Other than that, I am not sure of any other authority,

MR, CRISWELL: THis is something over and above the
letter of intent required from a substantial user?

MR. ROBERTSON: Yes, regulations require a treatment
plant to be operable, and there are a couple of cities in the
region where an industry constituted 90 percent or so of the
capacity. And if they were to leave town, the plant would be
inoperahle;, due to lack of flow through the plant, So in thos
cases we have required a contractual agreement betweehcthé-cit
and the industry. But it is not between EPA and the industry,

MR. PAI: Both of you gentlemen are from the city.

How do you feel about this contractual requirement? Do you
favor it, or to a certain degree do you favor the contractual?

MR, CRISWELL: It is hard to put yourself into a
position, a situation like Tom described, where the industrial
contribution is so significant from the population of roughly
165,000, so we don't obviously have that type of problem. I
don't think it really is applicable to our situation if we
wouldn't be able to see any substantial reasoning behind the
need for such a contract, such as was just brought out, I
think my own personal view would be that I would not favor a
contractual agreement of that type, simply because it is

seemingly an overwhelmingly burden on the industry.
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MR, PAI: Have you ever rejected an industry's coming
into your town or expansion for additional capacity?

MR, CRISWELL: We don't know whether we have rejected
them or not. We have asked them a number of questions and
found them not to locate,

MR, PAI: Such as what?

MR. CRISWELL: Such as the possibility of retention
time at least 24 hours of the total daily discharge,probably
the question which scared more people than any other,

But primarily the type of questiomswe ask are those
t ypes of things that we would find out through routine
surveillance of monitoring, anyway.

I can't really say that anybody has failed to locate
because of that type of prelocation screening, if you will,
We were much more sensitive to that type of question before thﬁ
recent upgrading which increased capacity of both of our treats
ment plants than we are now. We are presently right about the
averages that Coopers& Lybrand found out, using roughly 70
percent of capacity of one plant and 72 percent of the other,

MR, PAI:; You feel that the EPA guideline is adequate flor
you to size your.plant correctly or the way you feel it should
be sized? 1Is the cost of guidelines too tight or loose?

MR, CRISWELL: I can't speak to that guestion because

I am not involved in any way in the design,
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MR. KIRK: Donald Kirk., I have in round numbers two
rate structures, so yu get a percentage of various components,

Case one, local capital share is $65,000 a year. I
ICR is $25,000 a year, and the User Charges are $150,000 a yaar
That is for the total of $240,000,.

In that case, ICR is about 10 percent of the total.

MR, ROBERTSON: What size discharge?

MR. KIRK: Discharge runs up to two million gallons
daring -thé -the height of the season. It goes into a community
serving about 30,000 people,

Our portion of the total design of the plant is some-
thing like ten perdent.

MR, PAI: It is more than that, isn't it? You have
300,000 people, you would have--

MR, KIRK: Thirty thousand.

MR, PAI: Thirty thousand people, you would have about
3 MGD plant of domestic flow.

MR. KIRK: It is a 13 MGD plant, There.are other' ihdust

ries. You have different BOD and suspended solid ratiags;.
MR. PAI: You have other industry? I thought you meant
a one-industry town.
MR. KIRK: The other case, Case 2, the capital is
$240,000 a year. ICR is $185,000 a year, The User Charges areq

$395,000 a year, for a total of $820,000, So you have got a
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little over 20 percent ICR in that case,

I might add that in the case where we are only paying
10 percent, we do not have an absolute fixed capacigsﬁtggcsé
are ?aying ICR based on the actual discharge., In the second
case we do have a complete, firm, fixed capacity, and we are
taking ICR on our design whether or not we use it all year.
That is probably the main reason for the difference between
10 percent’ in one case and 20 percent in another case.

MR. ROBERTSON: You used a phrase that I would like for
you to define for me. What is your actual discharge? 1Is that

daily average, peak daily average?

MR. KIRK: The total number of pounds discharged to th¢

system all year.
MR. DONAHUE: I think one of the comments we would like
to make, talking about rates and what people pay, to use a
statement that one of my colleagues likes to use all the time,
that rate making is an art, not a science, You are going to
find, depending upon EPA for all its regulatory responsibility)
and its active involvement, in looking at the User Charge and
Industrial Cost Recovery systems, basically is in a position
where if a community comes in with somthing that
seems logical, EPA is likely to approve it.

If a community wants good engineering judgment and
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good accounting judgment, put two of them together, and allow |
the community to really allocate cost and rate structure, they
cn do just about anything they want to do,

Even with ICR regulations as presently drawn, the User
Charge regulations as presently drawn, the community still has
an ‘awful lot of flexibility in how they do things.

Probably without too mucvh difficulty, the community,
if it chose, could allocate debt service in some different
basis other than proportional basis,

You could take your local debt service and do it on a
declining block rate basis, You could do all kinds of things,
except for a couple states where there are state requirements.

MR. KIRK: Donald Kirk, again, I agree with your
commeht on local capital. Unless you happen to be in a state
that has special requirements for it, that has no“federal
requirements at all. And one can do anything he wants with it,
The problem with that is, it is very difficult to tell a
community that he should share ICR on one basis and share local
capital on another basis. Frankly, from my own point of
view, about three years ago or so, when we started putting
these agreements-+together, I was even under the preliminary
assumption they -had to be done the same way. Many people who

were a lot better acquainted with the situation than I did alsa

X'
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tend to think that way., It was somewhat of a revelation to
me later that we could have thporeticdlly done anything we
wanted to with local capital, The User Charge is bound by
certain proportionality requirements, They are fairly loose
and sloppy and have a lot of room for local maneuvering, but
nevertheless you must show some reason for what you are doing
and you can't arbitrarily do something.

MR. DONAHUE: That is true, But you can, once you
define what actual Q&M costs are, the User Charge rate base,
engineering judgment you use in allocating those costs to

or

volume or BOD/suspended solids or to grease or whatever'you

want, gives you a lot of leeway.,

MR. KIRK: Yes, We found some interesting inventivenesgs :

in some of our communities, When cost esdalation, inflation
rates begin to get severe, they find interesting ways to raise
industrial rates and not haye to put through a rate increase
for their citizenry. I am never sure whether these things are
purposeful or whether they are just an accident of the type of
revenue plan that they happen to start with at the beginning.

We are now in the process of going back to two different

comnunities and~-saying, hi, look, we are getting an unreasonable
amount of impact from your cost increases. Let's go back and
reconsider this User Charge allocation, and get something that

gets us a more equitable share of the inflation that is going
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on out there,

MR,DONAHUE: I think communities generally are learning
they have to pay more attention, put more thought into the
dedigning of rate structures, and cannot any longer sit down
with their one-man accounting shop and their one-man consultin#
engineering shop and éome up with a rate structure. They
have to think the thing through.

MR. ROBERTSON: I believe, I don't know his name, the
gentleman from St. Joseph, they had sub-stantial negotiations
with the community of industries up there, and it is a functio&
of how knowledgeable industtiea are, how much flexibility they
havef as to what goes down, They spent probably a better part
of a year just negotiating allocation procedures,

MR, BROWN: Did they approve that?

MR, ROBERTSON: Yes, finally, conditionally, I believe,
is theword he used,

MR. PAI: Any other comments or discussion from the
floor?

Well, just a last reminder that you can send your
comments, whatever you may have, by the end of this month to
Tom. And you a%*so can call me in Washington, D,C., my Area Code
is 202, 426-8945.

So if there is no other comment or discussion, the

meeting is adjourned. Thank you all for coming,
(Wwhereupon, at 23;50 p,m,, the meeting was adjourned)
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Robert J. Madden, Chief, Government Affairs, County
and City of Denver, Wastewater Management Division, 3840 York
Street, Denver, Colorado 80205

Bob Kocarha, Operations Specialist, Camp, Dresser

& McKee, 1660 S. Albion St., Denver, Colorado 80222




745 THIRD STREET. S.Ww — WASHINGTON, D.C. 20024 — (202) 554-9148

STEPHEN B. MILLER & ASSOCIATES

James F. Dunn, Sanitary Engineer, EPA,

Dallas K. Stephens, Assistant to Utilities Director|
Englewocod Utilities Department, 3400 S. East Street,
Englewood, Colorado 80110

George D. Sellards, Sellards & Grigg, Inc., 8745
W. l4th Avenue, Lakewood, Colorado

Robert Greaney, Project Manager, Del-Mont
Consultants, Inc., P.0O. Box 486, Montrose, Colorado 81401

Dick Johnson, Métro Denver Sewage Disposal
District, 6450 York St., Denver, Colorado

Jonathan Downing, Laboratory Director, City of
Colorado Springs, 18 S. Nevada Avenue, Colorado Springs,
Colorado 80947

Robert L. Arnold, City of Westminster, 8777 W.
88th Avenue

Dan Uhl, Sanitary Engineer, City of Rapid City,
22 Main Street, Rapid City, So. Dakota, 57701

Paul E. Williamson, Senior Public Health Engineer,
Colorado State Health Department, WQC, 79 Julian St., Denver,
Colorado 80219

Frank—Orthmeyer, Director Public Works, City of
Grand Forks, North Dakota

Richard Zajac, Administrative Assistant, City of
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Pueblo Public Works Department, 211 "E" D Street, Pueblo,
Colorado 81004

Bruce Smith, Administrative Assistant,-Pueblo
Public Works, 211 "E" D Street, Pueblo, 81003

Fred A. Nagel, Assistant Director, Operations,
Denver Wastewater Management, 3480-G York Street, Denver,
Colorado 80205

John T. Pai, Project Officer, EPA, 401 M
Street, S.W., Washington, D.C., 20460

Alan Brown, Consultant, Coopers & Lybrand, 1800 M
St., N.W., Wwashington, D.C. 20036

Edward J. Donahue III, Consultant; Coopegs,& Lybrand,
1800°'M St., N.W.,Washington, D.C. 20036

MR. HORMBERG: Good morning. My name is Harvey
Hormberg. I am the EPA Director of the Office of Grants, which
means that I am responsiblefoy EPA's grants activity in the
states of Colorado, Montsna, North Dakota, South Dakota,
Utah and Wvoming. It is "y pleasure to welcome you today
to participate in this me« *ing which is part of EPA's
study of Industrial Cost R:covery.

It is EPA's sincrire intention that the public be

involved in the study, and ‘that public statements and concern;
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be reflected in the final report to Congress in December.

In order to make certain that everyvone has the
Oopportunity to be heard, we must have a simple understandable
and orderly meeting. To assure this, we will observe the
following order of procedure.

A brief explanation of the purpose of the: ICR
study and of this meeting will be made by Jerry Burke, who
is our regional specialist for User Charge and Industrial
Cost Recovery.

A briefing of the project scope and methodology
will b e presented by Alan Brown on my far left, of Coopers
and Lybrand, the management consulting and accounting firm
hired by EPA to assist us in this study.

Presentation by Ed Donahue who is on my immediate
left, of Coopers & Lybrand, of the findings and conclusions
of the study as well as some of the possible recommendations
which could be made as a result of the study.

Prepared statements by those individuals who have
scheduled a statement in advance will then be handled
next.

Then any prepared statements by anyone else who
has a written statement.

Then questions and answers in an open discussion.
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We intend for everyone to be heard who wishes to
Speak, but I must insist that we follow the format that I
have just outlined.

ICR is a topical issue and we want the Congress
to be aware of the grass roots concerns relating to ICR.
We will stay as long as necessary to conclude this discussion}

We have a court reporter with us today and a transcript
of the meeting will be appended to the final report which
goes to Congress. For that reason I must ask you to speak
Clearly and slowly and one at a time. We are also recording
on tape.

Without further ado, I will turn the meeting over
to Jerry Burke who will explain the basic purpose.

MR, BURKE: I just subcontracted my speech to
Alan Brown, mainly because a lot of it is to do with
Congressman Roberts' report, so he will take it from there.

MR. BROWN: Good morning. My name is Alan Brown.
I am with Coopers & Lybrand. I was responsible for the data
collection effort that we conducted in the western half
of the country. I would like to briefly tell you why the
ICR study is being conducted and why we are having this
meeting.

As you all know, the passage of the Federal

Water Pollution Control Act amendments of 1972, Public Law
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92-500, intended that wastewater treatment facilities
be operated as a nonprofit public utility. Section 204(b)
of the Act required the grantees to develop and maintain two
basic kinds of revenue systems.

The first kind was a User Charge system which
was designed to recover the operating, maintenance and
replacement cost of the treatment system from all users of
the system on a proportional basis related to useage.

The second kind of revenue system was the Indus-
trial Cost Recovery, designed to recover from industry
the portion of the EPA grant allocable to construction-of
sewage treatment capacity for indhstry. while some juris-
dictions tend to disagree with EPA's regulations and guide-
lines related to User Charge, most grantees agree in
Principle with the idea of an economically self-sufficient
wastewater treatment system.

ICR, on the other hand, is a topic which has caused
considerable debate over the last six years.

In response to many questions and much discussion,
Congress in December 1977 enacted the Clean Water Act of
1977, Public Law 95-217. This Act makes several modifications
to the 1972 Act, and one of the requirements of the 1977
Act was set forth in Section 75, which specified that EPA

would study the efficiency of and need for ICR. The study
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was to include but not be limited to analysis of the impact
of ICR on rural communities and on industries in economically
distressed areas or areas of high unemployment.

The report must be delivered to Congress by
December 31, 1978.

In May of this year EPA contracted with Coopers &
Lybrand to conduct this study for the agency.

The purpose of the study was to carry out the
instructions of Congress and the basis for our scope of work
was the questions inserted in the Congressional Record of
December 15, 1977, by Congressman Roberts. We have got
a copy of Congressman Roberts' questions here.

Congressman Roberts said, "It has long been the
intent of Congress to encourage participation in publicly
owned treatment works by industry. The conferees are most
concerned over the impact the Industrial Cost Recovery
provision of existing law may have on industry participation
on these public systems. Accordingly, the Industrial Cost
Recovery study, Section 75, has been incorporated in the
conference report, and EPA is encouraged to submit the
results of the study as soon as possible so that Congress
can take action on any recommendations that are forthcoming.

"It is expected that the Administrator will

consult with all interested groups in conducting this study
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and that the study will address at least thefollowing gques-
tions:

"First. Whether the Industrial Cost REcovery
Program (ICR) discriminates against particular industries
or industrial plants in different locations, and do small
town businesses pay more than their urban counterparts? What
is the combined impact on such industries of the User Charge
and ICR requirements?

"Second. Whether the ICR program and resultant
User Charges cause some communities to charge much higher
costs for wastewater treatment than other communities in the
same geographical area? Some communities have indicated
that disparities in ICR and User Charges affect employment
opportunities. Whether a mechanism should be provided
whereby a community may lower its User and ICR Charges to a

level that is competitive with other communities in order to

restore parity?

"Third. Whether the ICR program drives indus-

tries out of municipal systems, the extent and the community

impact?
"Fourth. Whether industries tying into municipal

systems pay more or less for pollution control than direct

dischargers?
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"Fifth. Whether the ICR program encourages con-
Servation, the extent and the economic or environmental
impact?

"Sixth., Whether the ICR program encourages cost
effective solutions to water pollution problems?

"Seventh. How much revenue will this program
Produce for local, state and federal governments, and to
what use will or should these revenues be put?

"Eighth. Determination of the administrative
costs of this program, additional billing costs imposed,
costs associated with the monitoring of industiral effluent
for the purpose of calculating the ICR charges, ancillary
benefits associated with the monitoring of industrial effluen+,
procedures necessary to take account of changes in the number
of industries discharging into municipal plants, and the
impacts of seasonal or other changes in the characteristics
and quantity of effluents discharged by individual indus-
tries?

"Ninth. Whether small industries should be
exempted from ICR? How should small be defined? 1Is there a
reasonable f16tr that can be established for ICR based upon
percentage flow?"

We at Cocpers & Lybrand have been busy for the

' past five months asking gquestions and gathering data from
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a cross-section of viewpoints. As a final action in

their data collection phase, ten. regional meetings are being
held in all EPA regional offices to present a summary of the
data gathered to date, as well as a preliminary .set of con-
clusions.

We would like to gather data and statements from
those interested parties with whom we have not had a chance
to talk in the past. We want to present a list of some of thi
alternatives to ICR which could be recommended.

Finally, we want to answer as many of your questionﬂ
as we can.

Our primary purpose, though, is to listen to your
comments.

With that, I will tell you a little bit about the
project scope and methodology. When FPA first asked us to
conduct the ICR study, the first thing we did was to read the
1972 legislative history related to User Charge and Indus-
trial Cost Recovery to find out just exactly what was
ICR supposed to accomplish. Stated briefly, we found two
major ideas contained in the legislative history. The
first was the idea of equity or the equalizing of the
assumed economic advantage; namely, less expensive ‘sewage
treatment costs with those industries using public sewer

systems as opposed to those industries treating their own
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sewage.

And the second idea concerned capacity, or appro-
Priate sizing of wastewater treatment plants with adequate
but -not excess future capacity.

A third idea, but not as central to ICR as the
first two, was to encourage water conservation.

This background material, together with the legis-
lative history from the 1977 Act, especially Congressman
Roberts' questions which I just read, and Congresswoman
Heckler's statements on ICR, served as the framework for us
to plan the study.

The initial step that we took in late May of this
Year was to sit down with EPA personnel, including John
Pai, John Gall from Region I, and Ted Horn from Region Vv,
and put together a large shopping list of every piece of
data that we could think of that would be helpful in answering
specific questions already asked about ICR and User Charges,
as well as what data could help us in addressing more general
issues that were involved.

We took this list of data elements that we had
drawn up and converted it into two draft surveys, one
survey questionnaire for industry and one for grantees.

The draft industrial questionnaires were reviewed
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with the National ASsociation of Manufacturers and the
National Food Processors Association and other public and
industrial associations in groups just to be certain that the
information we wanted was available and could be provided

to us.

After refining the questionnaires, we developed a
list of people to survey. With EPA regional office assistance
we compiled a list of approximately 100 cities which we plan
to visit and interview in person. These cities ranked in size
from Ravenna, Nebraska, with a population of approximately
560, to cities as large as New York and Chicago.

We eventually ended up visiting approximately 120
citieg, 3dome of them twice if there was strong local interest
in the study.

Our standard procedure was to attempt to meet
first with the local agency responsible for wastewater and
then with any other interested group, such as industries and
civic associations later in the day. We mailed survey
questionnaires out ahead of time to the people we were going
to meet with, so that they knew the kinds of data we were
looking for and-could prepare. We stressed that participatior
in the survey was voluntary, and in many cases people mailed
in completed questionnaires rather than meeting with us

personally.
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After we drew up our list of 100 cities to be
Vigited in person, we came up with a list of 200 additional
cities, with telephone surveys. The same questionnaires
were used and they were mailed in advance to the people who
Wwere to be surveyed. A group of five industries, later
expanded to six, was selected for detailed study. Now
although we were interested in the impacts on industry in
general, we were particularly interested in the impacts on
industry which met one or more of the following criteria:

T+ was a labor-intensive industry, had a low.
operating margin, was a high water user, was affected greatly
by seasonality or affected greatly by extent of pretreatment
regulations.

The industries that we eventually selected for
detailed study were meat packing industry, dairy products,
paper and allied products, secondary metal products, canned
and frozen fruit and vegetables, and the textile industry.

A list of selected establishments in those industri%s
located in the cities we were going to visit in the telephone
survey was prepared and survey forms mailed to those estab-
lishments.

The entire data collection -effort was accomplished

in six weeks, using ten teams of C&L consultants.
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The second step in the study after the data
Collection phase, and just as important as the first, was to
develop mechanisms for public participation in the study.

We wanted grass roots involvement and wanfed an open study.
We put together an ICR Advisory Group of approximately 40
individuals representing industrial groups, environmental,
civic, local government, and Congressional interests, and
relied on them to keep their local chapters imvolved in the
study. Monthly meetings were held in Washington, and
transcripts of the meetings mailed to anyone wanting them.

The third step in the project was to summarize
and analyze this data collected. We are currently completing

this task and have reached some preliminary conclusions as

to what the data means. Several computerized statistical anal,

ses were developed and are currently being refined. We feel wé

have looked at enough data to be able to formulate possible
alternatives to ICR as it is presently constituted, and one
of the purposes of the meeting today is to relate to you what
we found, and to get your reaction to it.

After these ten regional meetings are held, we will
put together a draft final report which will be widely cir-
culated. This report is scheduled to be written in mid-

November. Then in December we will begin to write our final

,-
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report which will be delivered to Congress in late December.

The final report will contain recommendations to Congress

concerning ICR.

We cannot of ceurse guarantee that Congress will

act on our recommendations.

Now, since you are all interested in our findings
and conclusions, I will turn the meeting over to Ed Donahue,
who will relate to you what we found, what we think it means,
and what possible alternatives could be suggested.

MR. DONAHUE: Good morning. My name is Ed Donahue.
I am Project Manager for Coopers & Lybrand, the ICR study.

I am here to tell you what we found during the course of the
study, what we think it means, and then to present some

possible alternatives.

The data and statistics that I will be using
are based on the data we collected during our study currently
being studied, validated and refined in our Washington officJ.

Rather than hand out raw data or computer printoutq
that are understandable to only a few people, we summarized
our data into a handout entitled "ICR Study Data" dated

October 10, 1978. You should have received copies of this

handoug earlier.

The final version of the data analysis will be much

more detailed, much more extensive, and will be appended
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to, and included in, our final report.

Without further delay, let's look at the data.
Remember, though, that the data is mostly average data and

requires careful thought before using it, or it can be very

misleading.

We eventually got data from 241 cities or munici-
palities, or EPA grantees. The best data came from places
where we actually visited. The data we obtained from
the telephone surveys was not as complete or precise.

We also obtained data from 397 industrial facilities, most
of it through the effort of trade associations. The
industrial data is at plant level, rather than company level.

Looking at the major issues before looking at
specific data, the first thing we want to address is the
issue of equity, or the assumed economic advantage (namely,
less expensive sewage costs) for industries using POTWs,
Publicly Owned Treatment Works, versus those treating and
discharging their own wastes. We used a computerized model
which we had developed for industrial clients, and modified
it to reflect User Charge and ICR situations. And:we used
Camp Dresser & McKee to develop some cost equations for us on|
cost of self-treatment versus POTW treatment for industries.

Basically, the model incorporates a series of
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equations which reflect the cost of doing business, and
enable a company to evaluate alternatives--in essence, a
“make or buy" decision--should the company use a POTW, or
should it treat its own sewage? What we found was that
for some medium or large industries having compatible wastes,
it is cheaper in the long run to self-treat, even without
including ICR, just including User Charges as a basis of com-
parison. This is a very significant finding. What it means
is that even without ICR or pretreatment costs, large
industries should from an economic viewpoint treat their
own sewage. This is based on several tax changes that were
not really known to the Public Works Committee when they
wrote the User Charge and ICR provisions of 92-500, since
these tax provisions were enacted after passage of Public lLaw
92-55, and basically there are three:

First, accelerated depreciation over a five-year
period for pollution control facilities.

The second is investment tax credit for capital
equipment.

And third is use of tax-free IDBs or Industrial
Development Bonds to finance self-treatment facilities.

The proposed and current tax law changes just

recently enacted by the last Congress, and to be carried on
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in the next Congress, if enacted make it more attractive for
industries to self-treat because of the increased investment
tax credits which those tax changes include.

What this finding says is, that for many industries,
it is cheaper to self-treat than to use POTW. 1If this is
the case, why don't more industries self-treat? There
could be several reasons:

‘First and-most -obviously, these are not geographi-

where they can discharge.

The second is they don't want the hassle of self-
treatment. They don't want the NPDES permit. They don't
want to have their own treatment works, sewage plant opera-
tions, et cetera.

Third, the User Charge and ICR havenot been in effec
long enough to really see their impact. The significant
thing to bear in mind, though, is that if ICR and pretreatment
costs are added on top of the User Charges, they could be the
final straw that drives industry out of POTWs, thus making
it more expensive fore the remaining POTW customers to use
a public sewer -system, In particular, EPA's application
of pretreatment standards is likely to make many industries

consider self-treatment.
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The second major issue is that of POTW capacity.
Based on the survey of 241 facilities from which we obtained
data, the average POTW uses only 68 percent of its design
capacity. The usage ranges from a low of 4 percent to a high
of 120 percent. It appears that ICR, as presently formulated,
has not acted to put a cap on construction of excess
future capacity in POTWs.

The third issue, that of water conservation, is not
as clear. BAsed on the industries we surveyed, water
consumption has dropped an average of 29 percent, but the
industries with whom we talked attributed the water conserva-
tion to higher water dates and User Charges, not to ICR,
because ICR as a percentage of the water bill and User Chargeq
is not that significant at this time.

The economic impact of ICR to date is not significan

in most locales because:

ICR has not been in effect for more than a year or
two.

Most grantees have suspended ICR billings while the
moratorium is in effect.

The exception to the insignificance of ICR is
those cases where there are seasonal users and/or AWT. In

those ecases, total sewage costs for industries have increased

by several times.
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The incremental impact of ICR above User Charges
is generally not great with the exception of the two cases
just mentioned; the combined impact of User Charges and
ICR can be very significant.

We can find only a few scattered instances of
plant closings due to sewage costs and none attributable
solely to ICR. The total jobs lost in the plants that did
close was less than a thousand. In every case, there were
other factors such as plant age which affected the plant
closing also.

The impact of ICR appears to be greatest in older
cities, particularly in the Northeast, and particularly in
small to medium sized cities and in agricultural communities.
There does not appear to be any impact of ICR on industrial
growth patterns to date. We were not able to differentiate
the impact of ICR on small versus large businesses, because
very few industrial plants were willing to disclose production
or sales data. The cost to industry of sewage treatment

is much greater, by about 50 percent per gallon in AWT

The _incremental cost to grantees to maintain and
operate ICR, that is, the "eliminatable cost" above and beyond
the cost of maintaining and operating User Charge systems is

small when compared to the total cost of sewage treatment
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averaging only about $15,000 per grantee per vear. Average

ICR revenues per grantee per year are approximately $88,000,
of which $8,800 is retained for discretionary use by the

grantee.

There is more data which might be of interest to
you that is included in the handout, and we will be pleased
to discuss specific data during the question and answer

period at the end of cur meeting.

To summarize our findings and conclusions very

briefly:

ICR is not doing what it wis supposed to do.

Relatively few cities have implemented ICR.

Most of those who have implemented ICR have sus-
pended collections.

ICR to date has had no significant impact on employ-
ment, plant closings, industrial growth, on import-export
balance, or local tax bases.

ICR is not proving cost-effective, in producing
revenues for local or federal governments, at least in most
cities.

We must realize